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1 CHAPTER 1 INTRODUCTION 

1.1 Aims 
Housing assistance (HA) interventions not only aim to meet housing needs they also 
aim to contribute to improved social and economic outcomes for individuals, families 
and communities. An inevitable dilemma in the provision of welfare to the 
disadvantaged is that more generous levels of financial support may also create 
disincentives for the target group to attempt to increase their income and participation 
in the labour market. When such an outcome eventuates we say that a poverty trap 
or unemployment trap exists. Poverty traps refer to situations in which the combined 
effect of the tax-transfer system results in little, if any, financial gain from a marginal 
increase to work effort. An unemployment trap exists when the tax-transfer system 
acts to significantly reduce incentives that can motivate transitions into employment. 

Raising the rates of economic participation of disadvantaged Australians is an 
important objective of the Australian Government’s welfare reform agenda. One of 
the guiding principles of the 2003-08 Commonwealth-State Housing Agreement 
(CSHA) is ‘to ensure that housing assistance supports access to employment and 
promotes social and economic participation’ (Commonwealth of Australia Gazette, 
2003, p. 4). In order to secure continued Commonwealth funding over the five years, 
a major performance requirement for the States/Territories is the reduction of work 
disincentives among public housing tenants through a combination of measures 
including rent reform to reduce the work disincentives associated with the current link 
between rent and assessable income.1 Other strategies include improving access to 
employment opportunities and services, making employment a priority criterion for 
public housing transfer applications and public housing urban renewal 
(Commonwealth of Australia Gazette, 2003). 

                                                 
1 In the case of a State/Territory not fulfilling the performance requirement, funding could be re-allocated from the 
non-performing state/territory to performing states/territories. 
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Table 1.1 Incidence of job poor and job rich households, by housing tenure, 1981-
2001, per cent 

Year  
Outrigh
t owner

Owner 
purchaser 

Private 
rental, 

No 
benefits

Private 
rental, 

benefits
Public 

housing  
Rent
-free Total

Incidence of job poor households 

1981-
82 16.3 14.4 16.4 15.2 15.5 15.9 15.5

1989-
90 23.1 5.3 2.9 63.7 53.9 22.1 18.5

2000-
01 26.2 6.5 4.6 52.4 65.5 18.4 20.0

   

Incidence of job rich households 

1981-
82 43.3 43.7 41.3 43.7 42.7 45.0 43.1

1989-
90 44.3 61.9 45.1 6.2 16.4 32.9 45.9

2000-
01 36.3 58.2 38.6 11.4 7.9 26.2 40.9

Source: 1981-82 SIHC, 1990 SIHC, 2000-01 SIHC. 

Note: The sample consists of households in which at least one person is of working age. Job poor 
households are households in which no working age person is employed. Job rich households are 
households where two or more working age persons are employed.  

 

As indicated in Table 1.1, the incidence of so-called job-poor households (those 
households in which no working age person is employed) has risen significantly in 
public housing as it has in the private rental market over the last two decades. To 
some extent, the poorer outcomes for public housing reflect the recent decline in the 
share of the housing market taken by public housing which has, of course, meant 
that public housing has increasingly ‘sampled’ from those in greatest housing need. 
This increases the incidence of jobless households in public housing over what it 
would otherwise have been. 

This project addresses the question of whether HA programs deepen poverty and 
unemployment traps among beneficiaries. It does so by providing estimates of 
effective marginal tax rates (EMTRs) and replacement ratios (RRs) for the Australian 
working age population.2 EMTRs are typically used to measure the extent of poverty 
traps while RRs provide a measure of unemployment traps. EMTR and RR estimates 
are broken down by HA type, government benefit status and labour force status.3 The 
project is part of a series of studies in AHURI’s Collaborative Research Venture 
                                                 
2 The working age population refers to non-dependent persons aged 15-64. 
3 In this report, the term ‘benefits’ is used to denote pensions and allowances only, and excludes family payment. 
The distinction between benefits and family payments is necessary because it is government benefit recipients 
whose dependence on welfare is likely to be most pronounced. Non-government benefit recipients can receive 
family payments due to the large income range over which family payments can be paid. 
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(CRV) Housing Assistance and Non-Shelter Outcomes which addresses the question 
of: How do HA programs impact on economic participation outcomes, that is, 
employment, retirement, education and training outcomes? 

Two Australian HA programs are given particular attention in this report. These are 
the Commonwealth Rent Assistance (CRA) program and concessional rents for 
public housing tenants. CRA is a non-taxable government supplementary payment 
added on to the benefit or family payment of persons who pay rent in the private 
rental market above applicable rent thresholds. Our study distinguishes between 
CRA for persons with no dependent children, paid as a supplement to government 
benefits (hereafter CRA (BN)) and CRA for persons with dependent children who 
receive more than the base rate of Family Tax Benefit Part A (FTB (A)), where CRA 
is paid as a supplement to FTB (A) (hereafter CRA (FP)). One important difference 
between CRA and public rent subsidy programs is that public housing rent 
assistance is rationed (demand for public housing exceeds supply and so wait lists 
operate) while CRA is not rationed in that it is an entitlement paid to all eligible 
private rental tenants. 

EMTRs measure the proportion of an incremental increase in private earnings that is 
lost through taxation and the clawback of government transfer payments. RRs have 
traditionally been measured as the proportion of disposable income that is ‘replaced’ 
when not employed, taking full account of taxes and transfer entitlements in each 
state. The concept of a RR is generalised in this study to account for a richer set of 
labour market transitions, namely, (a) the transition from both unemployment and the 
not in the labour (NILF) category to paid employment, and (b) the transition from part-
time employment to full-time employment. The reason for extending the RR concept 
to take into account NILF to employment transitions is that a significant number of 
those NILF are marginally attached to the labour force, and will face many of the 
same work incentive problems as the unemployed. 

The need to account for the transition to full-time employment (rather than 
employment generally) arises from the fact that part-time employed persons may be 
trapped, through the incentives they face, in part-time jobs with low hours just as 
much as they may be trapped in non-employment. The study further distinguishes 
between what we term ‘exit’ RRs and ‘entry’ RRs. We define the exit RR as the ratio 
of income received while not employed to expected income on re-employment. When 
the focus is on the transition to full-time employment (rather than employment 
generally) a further relevant exit RR is the part-time exit RR, derived for those in part-
time employment exiting into full-time employment. It measures the ratio of income 
received while part-time employed to that expected in full-time employment. The 
entry RR concept relates to persons who are currently employed. The entry RR is 
defined as the ratio of the income that would be received if they were to voluntarily or 
involuntarily leave paid employment to their current income. 

In this project we provide estimates of EMTRs and RRs focusing on the contribution 
of HA to EMTR and RR outcomes. The estimates are compared (for validation 
purposes) across two alternative 2000-01 micro data sets, the Australian Bureau of 
Statistics (ABS) 2000-01 Survey of Income and Housing Costs (SIHC) and the 
Household, Income and Labour Dynamics in Australia (HILDA) survey wave 1. 
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1.2 Research Questions 
There are four research questions addressed in this study: 

• Are the EMTRs and RRs of HA beneficiaries higher or lower than those of other 
government benefit beneficiaries? Are they higher or lower than in comparison to 
the rest of the working age population? (Research Question (RQ 1). 

• Are EMTR and RR comparisons affected by the labour force status of the 
beneficiaries? In other words, do differences exist between those in full-time 
employment, those in part-time employment, those unemployed and those in the 
NILF category? (RQ 2). 

• Do HA programs increase EMTRs and RRs? If HA programs were ‘de-coupled’ 
from income (ceteris paribus), would EMTRs and RRs of HA beneficiaries fall, 
and by how much? Which types of HA beneficiaries are affected the most by this 
hypothetical simulation? (RQ 3). 

• Have EMTRs and RRs changed over time? Are they typically falling or 
increasing? Which sub groups of the working age population are particularly 
affected by trends over time in EMTRs and RRs? Is the trend for HA beneficiaries 
different to that for government benefit beneficiaries who do not receive HA and 
for the rest of the working age population? (RQ 4). 

Research questions 1 to 3 in the above list will be addressed on the basis of 
estimates produced from the latest 2000-01 release of the SIHC and its 2000-01 
HILDA wave 1 counterpart. 

The fourth research question will be examined on the basis of EMTR and RR 
estimates produced for three time points: 1996-97, 2000-01 and 2004-05. This allows 
us to investigate how EMTRs and RRs have changed over a period which saw 
substantial policy reforms aimed at encouraging greater economic participation by 
welfare beneficiaries.4 The 1996-97 estimates are based on the 1996-97 SIHC data. 
For 2000-01, estimates are based on the 2000-01 SIHC data. 2004-05 estimates are 
derived by applying the 2004-05 tax-transfer system to the 2000-01 SIHC dataset. 
Tax and government transfer parameters are deflated to 2000-01 prices using a 
Consumer Price Index (CPI) deflator that reflects the change in the CPI that occurred 
between 2000-01 and 2004-05.  

The structure of the report is as follows. Chapter 2 of the Report provides a 
background to CRA and public housing rules and practices, outlines the methodology 
used to construct EMTR and RR estimates, examines how EMTRs and RRs may 
influence labour market incentives and provides a brief overview of the SIHC and 
HILDA data sources. In Chapter 3 of the report we present and consider our findings. 
Future research directions are briefly discussed in Chapter 4. 

                                                 
4 Key changes introduced since 2000-01 include a 4 per cent increase in all government benefit rates, a 4 per cent 
increase in supplementary payments such as Pharmaceutical Allowance, a 10 per cent increase in the maximum 
rate of CRA, a fall in the taper rate of pensions from 50 to 40 cents in the dollar and an increase in the tax-free 
threshold from $5400 to $6000. In 2000, the Commonwealth Government introduced major reforms to the tax-
benefit system with the introduction of the Goods and Services Tax and accompanying changes to income tax 
parameters and benefits. 
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2 CHAPTER 2 METHODOLOGY AND DATA 

2.1 Introduction 
A large number of studies present EMTR and RR estimates for Australia (Barber, 
Moon and Doolan 1994; Beer 1998; Beer 2003; Beer and Harding 1999; Bradbury 
1992; Bradbury 1993a; Bradbury 1993b; Bradbury, Ross and Doyle 1991; Daly 1992; 
Department of Social Security 1993; Flatau and Wood 2000; Harding, and Polette 
1995; Hulse, Randolph, Toohey, Beer, and Lee 2003; Polette 1995; Saunders, 
Bradbury, and Whiteford 1989; and Whitlock 1994). Very few, however, consider 
directly the role of HA and when they do they focus on CRA programs and not on 
public housing rent subsidies. 

The focus on the impact of HA programs on EMTRs and RRs in this study is one of 
its novel features. A second is that the study presents measures of the actual EMTRs 
and RRs faced by Australian households (derived from the SIHC and HILDA data 
sources). This approach differs from the standard one (especially in EMTR studies), 
which present profiles of potential EMTRs and RRs faced by a subset of synthetic 
households as private income increases. The third important feature of the present 
study is that it measures RRs on both an exit and entry basis. The standard RR study 
only considers exit RRs. In the former case we extend the usual framework by 
considering the possibility of both exit from non-employment (both unemployment 
and the not-in-the-labour-force (NILF) category) to employment and the transition 
from part-time employment to full-time employment. Only the exit from unemployment 
to employment is considered in the standard RR study. 

Due to the complexity of the tax-transfer system and the interactions between tax 
and transfer measures it is important to note that the calculation of EMTRs and RRs 
requires values for a very large number of parameters, not all of which are readily 
available in the data sets. Each estimate is, therefore, based on an array of 
assumptions and imputations, and in turn a range of methodologies or approaches is 
used to arrive at estimates of tax liabilities and benefit entitlements. These 
assumptions are fully documented in the text below, in notes to tables and in the 
appendix tables. 

2.2 Commonwealth Rent Assistance and Public Housing: 
Rules and Practices5 

2.2.1 Commonwealth Rent Assistance  
CRA is an income subsidy available to eligible private rental tenants. In order to 
qualify for CRA, a person must pay rent in the private rental market above an 
applicable rent threshold and be in receipt of a benefit or receive more than the base 
rate of FTB (A). CRA is paid at the rate of 75 cents for every dollar of rent paid above 
the specified minimum rent threshold until the maximum rate is reached. Maximum 
rates of CRA and rent thresholds by family type for the period 20 September 2004 to 
19 March 2005 are specified in Table 2.1 below. As indicated in the table, the 
maximum CRA rates and thresholds vary according to the recipient’s family situation, 
the number of children they have and whether or not accommodation is shared with 
others. 

                                                 
5 Rules and practices governing the application of public housing rent rebates and CRA are detailed in Wood, 
Forbes and Gibb (2003), Whelan (2004a) and from the Family and Community Services web site 
http://www.facs.gov.au/internet/facsinternet.nsf/aboutfacs/programs/house-rentassist.htm. This section draws 
freely on these sources and the reader is referred to them for more detailed commentary. 
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Consider an income unit in receipt of the maximum entitlement under a benefit, thus 
ensuring eligibility for CRA. The rent assistance payment (Si) that is made to income 
unit i is determined according to the formula: 

Si = Si
m − σ β Ri

H − Ri( )[ ]      (1) 

where iR  is the rent paid by income unit i 

H
iR  is the threshold rent at which the maximum entitlement to rent assistance 

is paid to income unit type i 
m
iS  is the maximum entitlement to rent assistance for income unit type i 

1=σ  if H
ii RR <  

0=σ  if Ri ≥ Ri
H  

and  β  = rate of subsidy of 0.75. 

Note that Si is zero if:   

β

m
iH

iii
SRRR −=≤ *        (2) 

where  *
iR  is the minimum threshold rent.  

If the rent paid by an otherwise eligible renter is equal to or less than Ri
*, then no 

CRA will be paid, as is shown between 0 and Ri
* in Figure 2.1. Once a rent greater 

than *
iR  is paid there is a CRA entitlement of 75 cents for each dollar of rent above 

*
iR until the upper rent threshold H

iR  is reached.6  

                                                 
6 Put more succinctly the CRA rules can be specified as: 

*;0 iii RRS <=  

** )];(,min[ iiii
m
ii RRRRSS >−= β       (3) 
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Figure 2.1 Relationship between CRA and levels of rent 

 

 

 

 

 

 

 

 

 
Source: Wood, Forbes and Gibb (2003) 

The recipient’s income does not directly affect the level of CRA. However, benefit 
and family payments are dependent upon the recipient’s level of assessable income, 
and eligibility for CRA is contingent upon the receipt of such government benefits and 
family payments. Furthermore, once income has risen to a level such that entitlement 
to benefits (family payments) is lost, further increases in income reduce CRA (BN) 
(CRA (FP)) entitlements. Payment of CRA is thus indirectly dependent upon the 
recipient’s level of assessable income. This is an important characteristic of the CRA 
program. 

 

Table 2.1 CRA rates and rent thresholds under the Social Security and Family 
Assistance Acts, 20 September 2004 - 19 March 2005, dollars per fortnight 

 

 

 

Family Situation 
Maximum 

rate of CRA 

Minimum 
rent 

threshold 

Rent at 
which 

maximum 
rate of CRA 

is payable

Social Security Act  

Single, no children 96.80 86.00 215.07

Single, no children, sharer 64.53 86.00 172.04

Couple, no children 91.40 140.20 262.07

Partnered, illness separated, no children 96.80 86.00 215.07

Partnered, temporarily separated, no 
children 

91.40 86.00 207.87

  

Family Assistance Act  

Single, 1 or 2 children 113.68 113.26 264.83

Single, 3 or more children 128.52 113.26 284.62

Couple, 1 or 2 children 113.68 167.72 319.29

Couple, 3 or more children 128.52 167.72 339.08

Source: Department of Family and Community Services (2005)  

Si 

R
i

Ri
hRi

* 

Si
m 

0 
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2.2.2 Public Housing 
Rents in public rental housing are set at levels that are in the vast majority of cases 
below market rents.7 Typically, tenants pay rents that are determined by their 
assessable income, so that the assistance (Sj) received by household j is given by: 

jjj YRS γ−=        (4) 

where  γ=0.25  

Yj is household assessable income  

Rj is the market rent for the property chosen by household j 

γYj is the rebated or concessional rent level.  

Different State Housing Authorities employ different definitions of household 
assessable income. Assessable incomes include the government benefit 
entitlements of the principal earner and their partner, but practice varies with respect 
to the fraction of income of other household members included as assessable 
income, as it does with respect to supplementary assistance payments such as 
mobility and disability allowances.  

Work incentives may be affected by public housing rent setting arrangements in a 
number of different ways. The most obvious is that a rise in income results in a fall in 
the rental subsidy because a higher proportion of the market rent is paid by the 
household. More subtly, the inclusion of a child’s or relative’s income in household 
assessable income means that rebated rent levels can rise when their income 
increases, though there is no income sharing between the (say) couple and child or 
relative (Hulse et al. 2003). In some jurisdictions, income from casual and intermittent 
work is assumed to last a full year, and allowed to determine rents on this basis 
(Wulff, Pidgeon and Burke 1992). Thus, a temporary increase in income can cause 
an abrupt rent increase that stays in place for a full year, and remains in place long 
after the income increase has been reversed. This might deter public housing tenants 
from accepting temporary work opportunities. 

The following sections describe how CRA and public housing rent setting 
arrangements can be captured in EMTR and RR estimates. 

2.3 Effective Marginal Tax Rates8 
The EMTR is the proportion of each additional dollar of private income above current 
levels that a person forfeits due to the interaction of reduced government transfer 
payments and increased tax liabilities; the higher the EMTR, the larger its work 
disincentive effect. For example, a person has a greater incentive to work when 
facing an EMTR of 30 per cent rather than an EMTR of 80 per cent, since the 
individual retains 70 cents out of each additional dollar of private income earned in 
the former case, compared to 20 cents in the second case. When a person faces an 
EMTR in excess of 100 per cent, he/she actually suffers a fall in disposable income 
as a result of earning an additional dollar of private income. Thus, high EMTRs blunt 
work incentives.  

The methodology employed in this study to measure EMTRs accounts not only for 
the full range of government tax-transfer programs but also incorporates 
concessional or rebated public housing rents. An increase in income will generally 

                                                 
7 According to the SCRCSSP (2004), 88.7 per cent of public housing tenants paid rent below the market level as at 
30 June 2003. 
8 This and the following section draw on Ong (2004). 
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result in an increase in concessional rents for public housing tenants, and the 
increase in rent is treated as equivalent to a reduction in government transfers (or 
increase in tax liabilities). This provides a more accurate representation of the work 
disincentives faced by public housing tenants.  

The EMTR of person i arising from a one-dollar increase in weekly private income (or 
$52 per annum)9 is defined as: 

( )p
i

d
ii YYE ΔΔ−= /1        (5) 

where iE  = EMTR of person i 

d
iYΔ  = change in income unit disposable income of person i  

p
iYΔ  = change in private income of person i, that is, $52 per year.  

The one-dollar increase in weekly private income is equivalent to an annual increase 
in wage and salary income of $52, that is p

iYΔ =$52. The EMTR of person i is 
calculated taking into account the impact of his/her $52 increment in private income 
on his/her income unit’s disposable income. This is because the level of government 
benefit entitlements and direct tax liabilities of each person is not simply dependent 
on his/her own income, but the income of the income unit to which he/she belongs. 
For example, the amount of Newstart Allowance (NSA) received by a partnered 
individual is determined not only by his/her assessable income level but also by the 
partner’s assessable income level.10 Moreover, the Medicare levy can be reduced by 
a family reduction amount if a person is partnered or has dependent children. Thus, 
for any couple income unit two EMTRs are calculated, one for the reference person 
and one for the partner of the reference person. An important assumption is that the 
income of the partner (reference person) is held constant when the EMTR of the 
reference person (partner) is computed.11 

d
iYΔ  represents the change in disposable income of person i caused by a $52 

increase in earnings of person i of the income unit. The annual change in disposable 
income includes the following components of disposable income 

ii
p

i
d

i TGYY Δ−Δ+Δ=Δ       (6) 

where  p
iYΔ  = change in private income of person i, 

iGΔ  = change in income unit government benefits of person i, where iGΔ  ≤ 0 

  iTΔ  = change in income unit direct tax liabilities of person i, where iTΔ  ≥ 0. 

The change in private income, p
iYΔ , is the increase in wage and salary of person i of 

the income unit since the wage and salary of the partner, if there is one, is assumed 
to remain constant. The change in government benefits, iGΔ , takes into account the 
changes in the government benefits paid to all members of the income unit as a 
result of an increase in person i’s weekly wage and salary. The amount of 
                                                 
9 Most EMTR studies assume a one-dollar increase in weekly private income (Podger et al. 1980, Gallagher and 
Ryan 1992, Whitlock 1994, Polette 1995, Beer and Harding 1999). 
10 An individual’s NSA entitlement decreases by 70 cents for every dollar that his/her partner’s income exceeds 
the partner’s cut out point.  
11 This is in contrast to some studies that set the income of a partner (reference person) equal to zero when 
estimating the reference person’s (partner) EMTR. 
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government benefits received will either stay the same if the income unit assessable 
income does not exceed the income test free area, or decreases if assessable 
income exceeds the income test free area, that is, iGΔ ≤ 0. While other EMTR 
studies such as Beer and Harding (1999), Beer (2003) and Hulse et al. (2003) 
account for the reduction in RA in their EMTR calculations, the reduction in public 
housing rent subsidy is not accounted for.  

The change in direct tax liabilities, iTΔ , takes into account the changes in the income 
unit’s personal income tax, Medicare levy, superannuation surcharge and tax offsets. 
When the wage and salary of person i increases, the level of direct tax liabilities of 
person i will either stay the same if each component of the direct tax liabilities does 
not exceed its respective tax free threshold, or increase if the rise in private income 
subjects the income unit to higher levels of income tax, Medicare levy or 
superannuation surcharge or reductions in tax offsets. Thus, iTΔ ≥ 0. 

2.4 Replacement Ratios 
The RR is typically defined in the literature as the ratio of disposable income while 
unemployed to disposable income while in work. The higher is the RR the weaker is 
the financial incentive to seek employment. 

The concept is extended in this study in a number of important respects. First, we 
account for both of the non-work states (unemployment and NILF) rather than simply 
unemployment (as was the case in Bradbury’s 1992; 1993a; 1993b path-breaking 
work). Second, we account for both the transition to employment (from non-
employment) and the transition to full-time employment (from non-employment or 
part-time employment). Third, in keeping with some other RR studies, we distinguish 
between two types of RRs conditioned on the initial labour force status of the 
specified person. The so-called exit RR conforms to the standard interpretation of the 
RR measure and is calculated for persons who are not in paid employment (or not in 
full-time employment as the case may be) and exit to that of employment (or full-time 
employment). The entry RR is the term we use to describe the opposite transition. It 
is calculated for persons currently in paid employment who enter non-employment.12 
Fourth, our estimates account for the full income unit ramifications of a transition from 
one labour force status position to another for the individual under consideration. 

The RR formula used in this analysis is 
w

i
n

ii YYR /=         (7) 

where  iR  = RR of person i 

n
iY  = income unit disposable income when person i is not working 

w
iY  = income unit disposable income when person i is working.  

When the above formula is used to measure the exit RR, income unit disposable 
income when person i is not working is known. For example, actual retirement 
annuities are included in the ‘known’ incomes of persons not currently working. 
However, income unit disposable income when person i is working is unknown (the 
counterfactual). An estimate must, therefore, be imputed for the person under 
consideration. We do so in this study by estimating separate wage equations for 
males and females (using both the SIHC and HILDA datasets). Separate wage 
equations are estimated for women and men to account for their different hours of 
                                                 
12 We do not conduct separate analyses for the general and full-time employment states in the case of entry RRs. 
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work patterns and their different hourly rates of pay. The regression sample consists 
of those in full- and part-time paid employment. The specified wage equations 
incorporate the standard augmented human capital variables.13 We also estimate 
wage equations for the sample of (male and female) full-time employees so as to 
estimate the part-time employment exit RR, that is, the exit RR faced by part-time 
employed persons should they transition to full-time employment. 14  

An important attribute of the SIHC and HILDA datasets is that they account for the 
previous unemployment and NILF history of the target person. This is important as 
analyses of wage outcomes have consistently shown the importance of past labour 
force experience in the determination of current wages. The two datasets do so, 
however, in quite different ways. The SIHC dataset only provides details of the 
unemployment and NILF spells a person experiences within the past seven months. 
The HILDA survey allows for a more refined measurement of workforce experience 
because it is possible to derive estimates of the total time a person has spent in paid 
employment since leaving full-time education. This is likely to be a better measure of 
labour force experience than the unemployment and NILF spell measures in the 
SIHC.  

As in the case of exit RRs, the entry RR formulation also requires us to impute values 
for the counterfactual, namely income unit disposable income in non-employment. An 
employed person who does not receive any government benefits may become 
eligible for government benefits upon quitting paid employment. The government 
benefit assignment process employed in this case is illustrated in Figure 2.2. Persons 
aged 15-44 are assigned to Newstart Allowance (NSA). The government benefit 
received by mature age persons under Age Pension age (i.e., persons aged 45 to 
pensionable age of 64 for males and 61.5 for females) depend on their disability 
status. The DSP is the main government benefit received by mature age persons 
under Age Pension age, but it is not possible to tell whether a person is disabled or 
not from the SIHC. 

In producing entry RR estimates from the SIHC, employed mature age persons 
under Age Pension age are randomly assigned to receipt of Disability Support 
Pension (DSP) in accordance with the proportion of persons who are NILF and 
receive the DSP, by age band and gender (R% in Figure 2.2)15. The rest are 
assigned to NSA ((100-R)% in Figure 2.2). Respondents in the HILDA survey directly 
report whether or not they are disabled. Hence, in the HILDA calculations, mature 
age persons under Age Pension age are assigned to DSP or NSA in accordance with 
their disability status.  

                                                 
13 The regression statistics for the ‘all employees’ wage regressions, such as the adjusted R2 and number of 
observations, are found in Appendix Table A4, and further details can be found in Appendix Tables A6 to A11 
14 The results for full-time employees are available on request. 
15 Refer to Appendix Table A15 for the proportion of mature age persons who are NILF who receive DSP. 
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Figure 2.2 Government benefit assignment process for employed persons who do 
not receive any government benefits 

 
Notes: 

a. Working age persons are persons aged 15-64.  

b. Mature age persons are defined as persons aged 45-64. The Age Pension age for males is 65 
years. Hence, no working age males are eligible to receive the Age Pension. However, the Age 
Pension age for females is 61.5 years in 2000-01. Hence, working age females aged 61.5 to 64 are 
eligible to receive the Age Pension in 2000-01.  

 

It is common for previous entry RR studies to assume that an employed person 
becomes unemployed and, therefore, receives unemployment-related government 
benefits. However, it is more realistic to assume that some mature age individuals 
enter into early retirement rather than unemployment because of the early retirement 
trend among mature age persons. Mature aged persons aged 55 or over16, who have 
not been previously assigned to NSA, are assumed to be early retirees (see 
retirement annuities assignment process in Figure 2.3). We impute retirement 
annuities for this group by assuming that retirement annuities received by persons 
aged 55 or over who are NILF, are representative of the retirement annuities persons 
aged 55 or over in paid employment are likely to receive upon retiring.17 

                                                 
16 This is the compulsory superannuation preservation age. 
17 Refer to Appendix Table A16 for details. 
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Figure 2.3 Retirement annuities assignment process for mature age persons  

 
Note: 

a. Working age persons are persons aged 15-64.  
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There are two further important methodological distinctions between this study and 
earlier studies: 

• This study computes RRs taking public housing rent subsidies into account. So, 
for example, the reduction in rent a tenant receives upon leaving paid 
employment is treated as equivalent to an increase in their disposable income. 
An unemployed or economically inactive tenant who gains paid employment will 
have their rent increased to the lesser of market rent18 or 25 per cent of 
household assessable income.  

• For a couple income unit two RRs are calculated, one for each adult in the couple 
relationship. When computing the reference person’s (partner’s) RR we assume 
that the partner’s (reference person’s) wage income remains constant. Some 
other studies (Bradbury 1992; Bradbury 1993a; Bradbury 1993b) restrict their 
attention to income units where the partner’s wage income is zero when 
calculating the reference person’s RR. This is not a realistic assumption, given 
the high incidence of two-earner income units in recent years. 19 

2.5 Labour Market Incentives, Effective Marginal Tax Rates 
and Replacement Ratios 

The theoretical model underlying most micro-economic analyses of labour supply 
posits that individuals act to maximise their utility (wellbeing), and that their wellbeing 
is an increasing function of the amount of goods and services (their real disposable 
income) and the number of hours of leisure they have available to them. If people are 
free to choose their hours of work each individual will keep offering additional hours 
of labour so long as the value they place on net income gained, comprised of their 
hourly wage less taxes and any withdrawal of benefits, is greater than the value they 
place on the hour of leisure foregone. Thus people strive for a ‘utility maximising’ 
point where the marginal return derived from an additional hour of paid work equates 
to the value placed on an additional hour of non-work time. 

This simple framework predicts that higher effective marginal tax rates result in a 
lower incentive to increase the number of hours worked, all other things held equal. 
In reality, most workers do not have the ability to choose the exact number of hours 
worked, and instead face more limited options such as choosing between working 
and not working, or between working half time and full-time. If the decision is one 
between working or not working, it is the RR that determines the individual’s choice 
set, rather than the marginal rate associated with an additional earned dollar. 
However, even when choices are limited to discrete options disincentive effects 
remain potentially relevant. 

There are a number of competing models which stress the importance of institutional, 
cultural, life cycle and other factors in determining individuals’ labour supply and 
labour market outcomes. The relative importance of the variables emphasised in the 
neo-classical model of labour supply, and hence their policy significance, is an 
empirical question. There is a vast international body of empirical research estimating 
key parameters such as the elasticity of labour supply with respect to wages and the 
effect of EMTRs and RRs. An extensive review of developments in the empirical 
analyses of labour supply can be found in Blundell and MaCurdy (1999). Much of this 
empirical research has stemmed from evaluation of ‘welfare to work’ or ‘workfare’ 
policies recently introduced in a range of countries (Cahuc and Zlyberberg 2004: 4), 
                                                 
18 Market rent is predicted using a hedonic rent regression. Refer to Appendix Tables A5 and A12 to A14 for 
details. 
19 According to the SIHC, 41 per cent of households with at least one person of working age are two-earner 
households (see Table 1.1). 



 

13 

as well as tests of their underlying rationale; that the ‘passive’ design of pre-existing 
welfare programs created significant disincentives to labour force participation for 
those disadvantaged in the labour market. The disincentive effects created by 
different tax and benefit regimes have become a major international policy issue 
(see, for example, OECD 1998). 

It should be noted that the theory is ambiguous as regards the impact of a change in 
the real after-tax wage rate received by an individual upon the number of hours of 
labour that an individual will want to offer. An increase in the hourly after-tax wage 
will create two effects. The substitution effect causes the individual to want to 
increase the number of hours worked and decrease their number of hours of leisure, 
because the opportunity cost of an hour of leisure rises. However, the demand for 
many goods increases as real incomes rise. If leisure is a ‘normal’ good then the 
increase in the workers’ income will lead them to demand more leisure. This income 
effect works in the opposite direction to the substitution effect and the net impact of a 
change in after-tax wages depends upon the relative magnitude of the two effects. 
Thus the elasticity of labour supply with respect to wages is likely to change over the 
distribution of wages and hours earned, and to be very different for groups with 
different non-wage incomes and preferences. For example, there is evidence that 
wage elasticities are larger for persons working a low number of hours. As a 
consequence women and sole parents in particular, who are more likely to be out of 
the labour force or working part-time, display a stronger elasticity of hours supplied 
with respect to wage changes (Cahuc and Zlyberberg 2004: 40-41). EMTRs and RRs 
are an important part of this story as they determine the net change in income an 
individual faces given a change in the number of hours worked or in their hourly 
wage rate. Indeed the empirical literature has relied heavily upon variations created 
by taxation and benefits regimes, and thus variations in EMTRs and RRs, in order to 
generate estimates of the elasticity of labour supply. 

Again we refer readers to Blundell and MaCurdy (1999) for an extensive review of 
this literature with respect to both methodological developments and empirical 
estimates, along with Kalb (2003). There is a broad consensus that the higher 
EMTRs and RRs faced by welfare beneficiaries do create disincentive effects that 
adversely impact upon labour market outcomes, however, the estimates with respect 
to the magnitude of such effects fall within a wide range. A common methodology is 
to estimate a labour supply function across a sample of individuals (cross-section). 
The estimated elasticity of labour supply can then be used to infer the impact of 
different EMTRs or RRs on labour supply by calculating the change in earnings (and 
hence labour supply) under different tax and benefit scenarios. A second standard 
approach, but requiring longitudinal data, is to estimate the probability of transitions 
(such as entering employment, exiting unemployment or moving off benefits), 
conditional upon the EMTR or RR facing the individual and other factors known to 
influence labour market outcomes. Particularly convincing evidence of the 
importance of disincentive effects comes from changes in the unemployment hazard 
rate - the probability of leaving unemployment conditional on duration - in situations 
in which benefits or unemployment insurance are not open ended. The hazard rate is 
often observed to increase markedly just prior to the point of benefit exhaustion (see, 
for example, Card and Levine 2000, Meyer 1990). 

A limitation of both these approaches is that individuals’ expected earnings and 
benefit eligibility are determined by certain individual characteristics. It is therefore 
difficult to disentangle the effects of differences in EMTRs and RRs from the 
differences in individual characteristics. In most cases the rules that determine 
benefit eligibility are based upon characteristics which are observable to the 
researcher, however many of the characteristics influencing expected earnings will 
be unobservable. Availability of longitudinal data on individuals, particularly where 
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there are observations on multiple spells for individuals, has obvious advantages in 
controlling for unobservable characteristics which are time invariant, but longitudinal 
data is no panacea (see Heckman and Singer 1985). Methodological difficulties in 
identifying the impact of policy measures, including changes in EMTRs and RRs, 
upon labour market outcomes has seen a growing body of contributions based upon 
natural experiments (sometimes called ‘quasi-experiments’). These rely upon 
exogenous changes to the tax and benefits system that affect only a subset of the 
population. Natural experiments are often assessed using the ‘difference in 
differences’ estimator which computes the pre-policy to post-policy changes in the 
outcomes for the effected group and compares this change to the change in 
outcomes for a non-affected group (see Rosenzweig and Wolpin (2000) and 
Heckman and Smith (1996) for reviews of research based upon natural experiments). 

In line with the overseas literature, Australian empirical studies suggest modest 
disincentive effects facing welfare beneficiaries (see Kalb 2003). Duncan and Harris 
(2001) estimate that a reduction in the withdrawal rate of the sole parent pension 
from 50 per cent to 40 per cent would increase the average number of hours worked 
by sole parents by just 0.6 per cent. Kalb (2000) estimates small decreases in labour 
supplied by both married women and men resulting from increases in maximum 
benefit levels and reductions in the taper rate, although women and persons on lower 
incomes are estimated to be more responsive to these changes. The estimates from 
both of these studies are derived using a micro-simulation model of labour supply 
now known as the Melbourne Institute Tax and Transfer Simulator (MITTS), which is 
described in detail in Creedy et al. (2002). Note that Chapman et al. (2000) argue 
that such models can exaggerate the extent of negative incentive effects by failing to 
account for future growth in wages that typically arises from work experience. 

2.5.1 Housing Assistance and Financial Incentives 
This report concentrates on providing estimates of the contribution of HA to EMTRs 
and RRs and how this has changed over time. What effect this actually has on labour 
market behaviour and outcomes is to be the subject of future investigation. To the 
extent that the provision of HA increases the EMTRs and RRs facing an individual, it 
will have the same work disincentive effect as other government benefits that are 
withdrawn as earned income increases. However, this assumes that HA is made 
available in ways that are equivalent to other income when in fact it may be provided 
in-kind through subsidised or public housing, or ‘tied’ in some other way, such as 
conditional on the amount of rent paid. In general one would expect that such 
conditional payments would be of lower value to an individual and hence that HA 
may have a lesser disincentive effect for labour market participation. However, 
Leonesio (1988) points out that if an in-kind transfer is in the form of a commodity or 
service that is complementary to leisure time, then the in-kind transfer may indeed 
have a greater effect on labour supply that an equivalent cash transfer (Whelan 
2004a:8). 

While there is strong evidence that beneficiaries of HA do exhibit inferior labour 
market outcomes (see Whelan 2004a, Flatau et al. 2003, Wadsworth 1988), this 
does not necessarily imply causality and it must also be noted that the provision of 
HA is correlated with other impediments to labour market participation (see project 
A). These include neighbourhood effects and any stigma associated with 
participation in welfare schemes. Whelan (2004a and 2004b) provides an 
international overview of studies into the effect of HA upon labour market outcomes, 
as well as one of the few Australian contributions. The international studies reviewed 
are dominated by US studies and, to a lesser extent, UK studies. While the findings 
are not unanimous they generally concur with expectations that participation in HA 
programs reduces labour force participation, both in terms of the likelihood of being 
employed and the number of hours supplied once in work. Further, several studies 
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explicitly attribute this effect to high EMTRs facing HA beneficiaries (see Yelowitz 
2001 for the US; Brewer 2000 and Giles et al. 1997 for the UK). Marked differences 
in the administration of the programs in each country limit the relevance of these 
findings to Australia. Whelan (2004a) and Barrett (2002) have both identified inferior 
labour market outcomes for Australian HA beneficiaries, but have not linked these 
directly to financial incentives. 

2.6 Data Sources 
In this report EMTR and RR estimates are derived from two different sources. The 
first is the SIHC Confidentialised Unit Record Files for 1996-97 and 2000-2001. The 
second data source is Wave 1 of the HILDA survey. 

The SIHC was conducted from 1994-95 to 1997-98 and then again in 1999-2000, 
2000-01 and 2002-03, though the 2002-03 Confidential Unit record File has yet to be 
released. The sampling frame of the SIHC is all those aged 15 and over living in 
private dwellings. Both the 1996-97 and 2000-01 SIHCs include over 13,000 
responding individuals. Excluded are those people resident in non-private residences 
(e.g., hotels, boarding schools, boarding houses and institutions), the homeless, 
those living in remote areas of the Northern Territory, and members of permanent 
defence forces. The sampling frame of the SIHC covers around 98 per cent of the 
Australian population. In releasing the SIHC unit record data the ABS undergoes a 
process of confidentialising the data. This includes reducing the level of detail of a 
number of items, placing ranges or top-coding some otherwise continuous data and 
changing the demographic detail for some respondents. The 2000-01 SIHC data 
contain some revisions to the previously released SIHC data as it includes less detail 
for certain data items, incorporates revised demographic and benefit transfer 
benchmarking and makes the household rather than income unit as the aggregative 
unit of analysis. 

The SIHC data set is cross-sectional. However, respondents to the SIHC are drawn 
from Australia’s Monthly Population Survey (MPS), which tracks an individual’s 
labour force outcomes during an eight-month window. The MPS labour force data for 
each individual is linked by the ABS to the rich SIHC questionnaire containing 
housing-related questions (housing tenure, dwelling structure and location, estimated 
house value, housing loans and repayments, housing costs, and year of purchase), 
labour market questions (e.g., wages, labour force position), socio-demographic 
information (e.g., age, education, country of birth, family type) and very detailed 
income data (income is specified by source of income and on a current and previous 
year’s financial basis). 
The HILDA survey represents arguably the most comprehensive longitudinal survey 
of the Australian population relevant to social, housing, labour market, and mobility 
modelling. It contains a wealth of variables including aspirations and values; housing 
circumstances; family, education, and labour market histories; personal and socio-
demographic information; household formation; mobility; labour market 
circumstances; and income. As with the SIHC data the HILDA income data contains 
detailed income data broken down by type of income.  

The reference population for Wave 1 of the HILDA survey is all adult members of 
private dwellings in Australia with a small number of excluded groups.20  Dwellings 
that were not primary places of residence, for example holiday homes, were also 
excluded. While the rules used to determine the survey population are generally 
                                                 

20 Those excluded from the survey are diplomatic representatives of overseas governments, overseas residents in 
Australia for less than one year, members of overseas defence forces stationed in Australia and people living in 
remote and sparsely populated areas. 
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consistent with those employed by the ABS in setting the survey population for the 
MPS there are two key differences: 

• Individuals residing in boarding schools, halls of residence and university colleges 
are included in the reference population; and 

• Military personnel residing in private dwellings are included. 

The sample population of Wave 1 was selected from 488 census collection districts 
(CDs) throughout Australia. Within each CD a sub-sample of between 22 and 34 
dwellings was then identified and individuals within these dwellings surveyed. 
Allowing for dwellings that did not fall within the reference population, 11,449 
dwellings containing 11,693 households were surveyed.21 Allowing for refusals by 
potential respondents, Wave 1 contains the results of interviews with all eligible 
members of 6872 households and interviews with at least one eligible member for a 
further 810 households. Person-specific survey results are available for 13,158 
eligible individuals.22  

Table 2.2 drawn from the HILDA survey Annual Report 2002 (Melbourne Institute of 
Applied Economic and Social Research 2002) provides a comparison of the sample 
characteristics of the HILDA survey population with the MPS population used by the 
ABS. In most respects, the HILDA sample accurately captures the characteristics of 
the wider population derived from the ABS population. However, there are some 
important differences. First, Sydney residents are underrepresented in the HILDA 
sample. Second, women are over-represented. Third, married persons are over-
represented. Fourth, immigrants from non-English speaking backgrounds are under-
represented (Melbourne Institute of Applied Economic and Social Research 2002).23 

The household level data file of the HILDA survey contains detailed private income, 
transfer income, labour market and housing information. Income from government 
sources is specified in detail. In terms of housing data, information is provided on 
housing tenure, the type of dwelling, number of bedrooms, dwelling condition, 
monthly rents and information on the presence and identity of any boarders in the 
dwelling, and, if the dwelling is owned, the expected market value of the dwelling, 
monthly repayments, loan position and repayments.  

Appendix Table A1 to this report comprises a detailed concordance of ABS and 
HILDA data items used in this study. 

 

                                                 

21 A ‘household’ is defined on the basis of a housekeeping concept. As such it consists of a group of people living 
together and having common arrangements for food and other essentials of living. It is then possible for a dwelling 
to have more than one household if provision for food and other essentials is separate between individuals or 
groups within the dwelling (ABS 1997). 

22 Respondents to the HILDA survey are interviewed to complete the person questionnaire (PQ) component of the 
survey and also complete a self-completion questionnaire (SCQ). 

23 The over representation of women is a characteristic of voluntary surveys and the over-representation of married 
persons is attributed to the exclusion of persons living in institutions in the HILDA sample and the difficulties 
involved in contacting lone persons (Melbourne Institute of Applied Economic and Social Research 2002, p.12). 
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Table 2.2 Comparisons of selected individual sample characteristics between the 
ABS Monthly Population Survey and HILDA wave 1, per cent 

Characteristic   ABS HILDA 

Area of Usual Residence   

 Sydney  21.5 17.3

 Balance of New South Wales 12.2 13.7

 Melbourne  18.4 18.0

 Balance of Victoria 6.7 7.7

 Brisbane  8.6 8.3

 Balance of Queensland 10.0 10.6

 Adelaide  5.8 6.2

 Balance of South Australia 2.0 3.1

 Perth  7.3 7.2

 Balance of Western Australia 2.5 2.7

 Tasmania  2.4 2.9

 Northern Territory 0.9 0.5

 Australian Capital Territory 1.6 1.7

Sex 

 Male 49.3 47.4

 Female 50.7 52.6

Age (years) at 30 June 2001 

 15-19 8.8 8.9

 20-24 8.9 7.3

 25-34 18.7 18.7

 35-44 19.0 21.5

 45-54 17.1 17.2

 55-64 11.8 11.9

 65 or over 15.6 14.4

Marital status 

 Married (Including de 
facto) 

58.7 63.3

 Not married 41.3 36.7

Birthplace 

 Born in Australia 72.4 74.5

 Born overseas 

 Main English-speaking country 10.2 10.9

 Other country  17.5 14.5
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Indigenous status 

 Indigenous 1.7 1.8

 Non-indigenous 98.3 98.2

Labour force status 

 Employed 

 Full-time  42.1 41.5

 Part-time  17.4 19.5

 Unemployed 4.3 4.4

  Not in the labour force 36.3 34.6
Employment status in main job 

 Employee 86.0 86.5

 Employer 3.6 4.1

 Own account worker 10.0 8.6

 Contributing family 
member 

0.4 0.8

Note: The ABS estimates come from the Monthly Population Survey for October 2001 (or August 2001 
in the case of indigenous status and employment status). With the exception of the country of birth, the 
population that these estimates apply to is all civilians aged 15 years and over. The figures for country of 
birth exclude people living in an institution. The HILDA estimates are for people aged 15 years and over, 
but include defence force personnel and exclude people living in remote areas of Australia and those in 
special dwellings. In contrast to the usual ABS definition, full-time work is defined solely on the basis of 
usual hours worked (rather than a combination of usual hours and actual hours worked). This table is 
reproduced from the HILDA Survey Annual Report 2002 (Melbourne Institute of Applied Economic and 
Social Research 2002). 
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3 CHAPTER 3 FINDINGS 

3.1 Introduction 
In this chapter we provide a comprehensive set of EMTR and RR estimates for 2000-
01 taking account of HA measures based on both the SIHC and HILDA wave 1 
sources, and augment this with a time series profile of movements in EMTR and RR 
estimates over the 1996-97 to 2004-2005 period. EMTR and RR estimates presented 
in this chapter are based on a sample of working age persons. Thus, the retired and 
dependent children are omitted from the analysis. Estimates are presented on a HA-
benefit basis cross-classified by labour force status. 

Three groups of HA beneficiaries are modelled namely:  

CRA (BN) beneficiaries, that is, private rental tenants who receive CRA as a 
supplement to benefits under the Social Security Act;  

CRA (FP) beneficiaries, that is, private rental tenants who receive CRA as a 
supplement to family payments (CRA (FP)); and 

Public housing tenants. 

HA beneficiaries are compared with two other working age groups that act as 
benchmarks for comparison purposes:  

Non-HA beneficiaries, that is, government benefit beneficiaries who are not eligible 
for HA; and  

Non-beneficiaries, that is, persons who neither receive government benefits nor 
receive HA. 

Non-HA beneficiaries form a low-income group who are likely to have socio- 
economic and demographic characteristics that are similar to HA beneficiaries. They 
therefore act as a more suitable benchmark for comparison than non-HA 
beneficiaries. 

EMTR estimates are given in terms of mean and median EMTR estimates together 
with the percentage of persons with EMTRs greater than 47 per cent (highest 
marginal tax rate in 2000-01) and the percentage of persons with EMTRs greater 
than 60 per cent (a benchmark of high EMTRs commonly used in EMTR studies). 

RR estimates are given in terms of mean and median RR estimates together with the 
percentage of persons with RRs greater than 75 and 100 per cent. RR estimates are 
presented on both an exit RR and an entry RR basis. In terms of the exit RR 
measure, estimates are presented in the study for two cases:  

Those who are unemployed or NILF exiting to paid employment; and  

Those not in employment and those in part–time employment exiting to full-time 
employment.  

In terms of the entry RR measure, estimates are presented for those in paid 
employment entering into the unemployed or NILF pool. 

Before presenting our estimates it is worth noting three qualifications concerning the 
comparability of the HILDA and SIHC survey data. First, there is an important 
difference between the way in which persons have been allocated to CRA (BN) and 
CRA (FP) between the SIHC and HILDA surveys. In the latter, we do not know 
whether the male or the female in a couple relationship receives FTB (A) whereas in 
the case of the SIHC we do have this information. From the SIHC we know that 
women are generally the beneficiaries of FTB (A) and hence we have allocated 
receipt of FTB (A) to women in HILDA. However, this means that the HILDA 
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estimates will be skewed toward the income and labour market outcomes of women 
a little more than they ideally should, and that differences between the estimates 
drawn from the SIHC and from HILDA will necessarily arise. 

Second, the HILDA dataset provides greater detail with regard to government 
benefits than the SIHC. Hence, minor government benefits such as the Pensioner 
Education Supplement, Mobility Allowance and Double Orphan Pension have been 
modelled in addition to the main benefits to produce our HILDA estimates. However, 
we have been unable to model these minor benefits using the SIHC due to 
insufficient information in the dataset. Third, the income measure from the SIHC is 
annualised weekly income, while the income measure from HILDA is financial year 
income. These facts should be borne in mind when making cross-dataset EMTR and 
RR comparisons24. 

3.1.1 Effective Marginal Tax Rates  
We begin by describing the relevant EMTR sample. 

Tables 3.1 and 3.2 give 2000-01 SIHC and HILDA wave 1 estimates of the sample of 
working age persons cross-classified by the five HA-benefit groups described above 
and labour force status. The sample structure of the working age population for both 
the SIHC and HILDA wave 1 are very similar in terms of the HA profile. Around 80 
per cent of the working age population in both surveys fall in the non-beneficiary 
category with a further 10 per cent being non-HA beneficiaries.25 Public housing 
tenants comprise 4 per cent of the sample while CRA beneficiaries comprise around 
6 per cent of the sample. In terms of the latter there is a slight difference between the 
SIHC and HILDA wave 1 in that CRA (FP) numbers are estimated to be somewhat 
smaller in HILDA than in the SIHC.  

 

Table 3.1 HA-benefit status by labour force status, 2000-01 SIHC 

Labour force 
statusa 

CRA 
(BN) 

CRA 
(FP)

Public 
Housing

Benefits, 
no HA

No Benefits, 
no HA Total

FT 9 54 59 32 5583 5737

PT 37 54 46 133 1340 1610

UN 77 45 44 140 167 473

NILF 149 149 228 765 1155 2446

Total 272 302 377 1070 8245 10266

Per cent 2.6 2.9 3.7 10.4 80.3 100.0

Note: In this and the rest of the tables: FT = Full-time employed, PT = Part-time employed; UN = 
Unemployed; NILF = Not in the labour force. 

                                                 
24 For further details of modelling differences, refer to Appendix Table A2. 
25 Of this latter group around 28 per cent are outright owners, 40 per cent are owner purchasers, a further 23 per 
cent are private rental tenants and 9 per cent lie in the rent-free category. 
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Table 3.2 HA-benefit status by labour force status, HILDA wave 1 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

FT 23 4 95 69 5301 5492

PT 54 25 58 194 1761 2092

UN 59 16 44 111 270 500

NILF 133 108 226 769 1224 2460

Total 269 153 423 1143 8556 10544

Per cent 2.6 1.5 4.0 10.8 81.1 100.0

 

Labour force status differs significantly between beneficiaries and non-beneficiaries 
(see Figures 3.1 and 3.2). Non-beneficiaries are more likely to be located in the full-
time and part-time employment categories than beneficiaries. For example, full-time 
employees comprise 67.7 per cent (62 per cent) of non-beneficiaries in the SIHC 
(HILDA) sample. Part-time employees represent a further 16.3 per cent (20.6 per 
cent) of the SIHC (HILDA) sample, with the remainder largely in the NILF category. 
Among non-beneficiaries, the NILF group largely comprises non-working (female in 
the main) spouses.  

The dominant labour force category for beneficiaries is the NILF category. It is 
instructive to break down the NILF category into those marginally attached to the 
labour force and those not marginally attached. The ABS (2005) defines those 
marginally attached to the labour force as persons not in the labour force who either 
want to work and are actively looking for work but are not available to start work in 
the reference week, or persons who want to work and are available to start work 
within four weeks but are not actively looking for work (discouraged job seekers).26 
From the perspective of labour market incentives, the marginally attached group is of 
greater interest than the non-marginally attached group as their desired labour 
market state is employment. In HILDA, around 40 per cent of public housing tenants 
are in the marginally attached labour force category. The estimate for CRA (BN) and 
those receiving benefit but no HA is somewhat lower than this, while for CRA (FP) 
the estimate is even higher at around 50 per cent. The marginally attached together 
with the unemployed comprise those jobless persons who are most likely to be 
responsive to the economic incentives captured in EMTR estimates. 

The second conclusion to be drawn from the labour force status profiles is that 
differences exist among HA beneficiaries in terms of labour force status. Full-time 
employment is more common among public housing tenants than among CRA 
beneficiaries. This is primarily because the public housing tenant group comprise a 
minority of tenants who remain in public housing even when they secure full-time 
employment (and, therefore, higher incomes). The majority of public housing tenants 
in this category are non-rebated tenants, that is, they have sufficiently high incomes 
to pay full market rents without any subsidy. Our own estimate of the proportion of 
non-rebated public housing tenants is 8 per cent (12.8 per cent) for the SIHC 
(HILDA). These estimates are in accord with published Australian Institute of Health 
and Welfare findings on non-rebated public housing tenants based on administrative 
data (see AIHW 2005). 

                                                 
26 See ABS (2005) for further details. 
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The application of income tests to CRA beneficiaries results in the loss of benefit and 
CRA for a significant number of tenants who become full-time employed. Hence, it 
remains unusual to find CRA beneficiaries in the full-time employment category. The 
percentage of full-time employed private rental tenants who receive CRA is only 
around 4 per cent (5 per cent) in the SIHC (HILDA).  

 
Figure 3.1 The labour force profile of CRA beneficiaries, public housing tenants, 
non-HA beneficiaries and non-beneficiaries, 2000-01 SIHC, per cent 
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Figure 3.2 The labour force profile of CRA beneficiaries, public housing tenants, 
non-HA beneficiaries and non-beneficiaries, HILDA wave 1, per cent 
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3.1.2 Effective Marginal Tax Rates by Housing Assistance Status and 
Labour Force Status  

In this section we address research questions 1 and 2 (see the introduction) by 
comparing EMTRs by HA-benefit status and by labour force status. Tables 3.3 and 
3.4 present EMTRs (in 2000-01) for the five HA-benefit groups broken down by 
labour force status. First, we compare EMTRs by HA-benefit groups only. A striking 
feature evident from Tables 3.3 and 3.4 is the impact of public housing rent setting 
arrangements on EMTRs. For public housing tenants, median EMTRs lie at or above 
25 per cent for all labour force status categories including the unemployed and those 
in the NILF category. This, of course, reflects the fact that the 25 per cent rental 
subsidy withdrawal rate applies immediately to public housing tenants on receipt of 
the first dollar of private assessable income. In short, in the case of public housing 
tenants, the 25 per cent rental subsidy withdrawal rate provides a floor to EMTR 
estimates. In the case of CRA beneficiaries, withdrawal of CRA only begins after the 
benefit to which it is attached cuts out. Hence, withdrawal of CRA occurs only after a 
threshold level of private income has been reached. This results in lower EMTRs on 
average for CRA beneficiaries. The EMTRs of CRA beneficiaries are at similar levels 
as the EMTRs of non-HA beneficiaries. Both CRA and non-HA beneficiaries have 
median EMTRs of 0 per cent. The EMTR estimates of non-beneficiaries are 
influenced solely by an increase in tax liabilities associated with a marginal increase 
in private income, since non-beneficiaries neither receive HA nor benefits.  

Comparing the EMTRs of employed non-beneficiaries with those of employed 
beneficiaries, we find that mean and median EMTRs for the former group are actually 
lower than for the latter group. For example, the median EMTR for full-time employed 
non-beneficiaries is 30.2 per cent, as compared to full-time employed beneficiaries at 
over 40 per cent in both the SIHC and HILDA. This outcome eventuates because 
those who receive private income as beneficiaries typically face a simultaneous 
withdrawal of benefit and an increase in tax liabilities, while those who receive private 
income as non-beneficiaries only face an increase in tax liabilities. The interaction of 
the tax-transfer system thus creates an EMTR for beneficiaries that lies considerably 
above the EMTR faced by non-beneficiaries. The same pattern is evident for part-
time employed beneficiaries and non-beneficiaries. 

The potential impact of HA on EMTRs for different labour force categories is best 
assessed by comparing EMTRs for those in the unemployed and NILF labour force 
categories on the one hand, with those in the part-time and full-time categories on 
the other. Employed persons tend to have higher EMTRs than persons who are 
unemployed or NILF, regardless of HA and benefit receipt status (see the ‘Total’ 
column). This is because persons who are unemployed or in the NILF category tend 
to have very low incomes, such that a marginal weekly private income increase of $1 
is unlikely to push them out of the income test free and tax free areas. 

EMTRs tend to be higher for persons who are NILF than unemployed persons 
because persons who are NILF tend to have higher non-wage private income than 
unemployed persons. This includes income from investments and private cash 
transfers. The former is also more likely to consist of partnered females who have 
earning partners. Hence, on average, persons who are in the NILF category 
experience higher work disincentives than unemployed persons, resulting in higher 
EMTRs.  
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Consider now the case of HA beneficiaries. The median EMTR for both CRA 
beneficiaries in the unemployed and NILF categories is 0 per cent in both the SIHC 
and HILDA samples. For public housing tenants in the unemployed and NILF 
categories, this is 25 per cent solely due to the reduction in public housing rent 
subsidy associated with an increase in private income. On the very low private 
incomes that unemployed and NILF HA beneficiaries would be receiving no benefit is 
withdrawn and no taxes paid for the majority of beneficiaries. The median non-
employed HA beneficiary receives so low a level of private income that they do not 
pass the threshold point at which benefit begins to be withdrawn.  

Median EMTRs for CRA (BN) beneficiaries in the part-time employment category, 
however, rise dramatically to 66.5 per cent (74.8 per cent) for the SIHC (HILDA) 
sample. Over 50 per cent of part-time employed CRA (BN) beneficiaries face EMTRs 
above 60 per cent for both samples, indicating a particularly marked incidence of 
poverty traps for this group. Median EMTRs for part-time employed CRA (FP) 
beneficiaries lie below the estimates for CRA (BN) beneficiaries at around 50 per 
cent, and a smaller proportion of the former group face EMTRs above the standard 
poverty trap indicator of 60 per cent. EMTRs remain high (as does the incidence of 
poverty traps) for full-time employees who receive CRA or who are public housing 
tenants. The median EMTR for full-time employed public housing tenants is 57.3 per 
cent (55.2 per cent) for the SIHC (HILDA) sample, while for CRA (BN) and CRA (FP) 
beneficiaries the corresponding SIHC estimates are 40.0 and 58.9 and for HILDA 
74.8 and 58.2.  

While generally the SIHC and HILDA estimates of EMTRs are similar the difference 
between the two survey estimates in the case of CRA (BN) estimates is large. This is 
because CRA (BN) respondents in the SIHC tend to have lower incomes than 
respondents in HILDA.27 CRA (BN) beneficiaries in the SIHC are more likely to fall 
into the income test free and tax-free areas than CRA (BN) beneficiaries in HILDA. 
This means that the former do not get pushed out of the income test and tax free 
areas when their private income increases marginally. 

CRA (BN) beneficiaries in HILDA tend to have higher incomes. Hence, they are more 
likely to suffer from withdrawals in benefits and increases in tax liabilities when 
private income increases marginally. This increases their EMTRs in comparison to 
CRA (BN) beneficiaries in the SIHC. For example, CRA (BN) beneficiaries in HILDA 
have a mean income unit assessable income of $4923, as compared to $2096 for 
CRA (BN) beneficiaries in the SIHC. While other HA groups also tend to report lower 
income in the SIHC than in HILDA, they tend to already be in the benefit withdrawal 
and taxable areas in both surveys.  

                                                 
27 This could in turn be due to the income measure in the SIHC being annualised weekly income, as compared to 
financial year income in HILDA. 
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Table 3.3 EMTRs, by labour force status and HA-benefit status, SIHC 2000-01, per 
cent 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Mean EMTR      

FT 47.2 49.9 61.7 44.2 33.2 33.8

PT 45.0 40.9 59.5 50.3 25.1 29.1

UN 1.3 3.0 25.9 4.7 6.0 6.4

NILF 5.8 7.4 27.8 10.9 10.2 11.6

Total 11.2 20.3 36.8 16.0 28.1 26.5
       

Median EMTR     

FT 40.0 58.9 57.3 51.7 30.2 30.2

PT 66.5 47.5 62.3 64.0 23.8 30.2

UN 0.0 0.0 25.0 0.0 0.0 0.0

NILF 0.0 0.0 25.0 0.0 0.0 0.0

Total 0.0 0.0 25.0 0.0 30.2 30.2
       

EMTR>47 per cent     

FT 33.3 74.1 91.5 53.1 9.1 10.9

PT 54.1 51.9 73.9 61.7 6.8 15.8

UN 1.3  2.3 2.1 2.4 1.9

NILF 4.7 2.7 7.0 5.9 2.9 4.3

Total 11.4 23.8 27.9 13.7 7.7 9.7
       

EMTR>60 per cent     

FT 33.3 20.4 45.8 37.5 1.7 2.6

PT 54.1 31.5 56.5 55.6 3.1 11.1

UN 1.3   2.1  0.8

NILF 4.0 2.0 2.6 4.7 0.7 2.4

Total 11.0 10.3 15.6 11.7 1.8 3.8
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Table 3.4 EMTRs, by labour force status and HA-benefit status, HILDA wave 1, per 
cent 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No 
benefits, no 

HA Total 

Mean EMTR      

FT 56.1 47.8 58.6 38.9 33.3 33.9 

PT 55.4 38.4 47.1 44.1 24.4 27.8 

UN 20.9 7.9 33.8 20.2 17.9 19.8 

NILF 9.3 16.5 31.0 12.6 17.3 16.6 

Total 25.1 20.0 39.7 20.2 28.7 28.0 
       

Median EMTR     

FT 74.8 58.2 55.2 44.2 30.2 30.2 

PT 74.8 48.5 42.5 50.0 30.0 30.2 

UN 0.0 0.0 25.0 0.0 16.1 16.1 

NILF 0.0 0.0 25.0 0.0 16.1 0.0 

Total 0.0 0.0 25.0 0.0 30.2 30.2 
       

EMTR>47 per cent     

FT 73.9 75.0 84.2 47.8 9.2 11.3 

PT 68.5 60.0 43.1 54.6 4.7 12.7 

UN 28.8 6.3 13.6 22.5 4.8 12.4 

NILF 9.0 13.9 11.5 8.7 3.3 6.5 

Total 30.9 22.2 32.4 20.2 7.3 10.5 
       

EMTR>60 per cent     

FT 56.5 25.0 31.6 43.5 1.1 2.4 

PT 68.5 28.0 24.1 46.4 1.5 8.3 

UN 23.7 6.3 9.1 19.8 3.0 9.8 

NILF 5.3 7.4 4.9 6.9 1.1 3.8 

Total 26.4 11.1 13.9 17.1 1.3 4.3 
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3.1.3 The Effect of the Removal of Housing Assistance on Effective Marginal 
Tax Rates  

We now explicitly address research question 3, that is, what impact does HA, either 
in the form of CRA or public housing rent subsidy, have on the size of EMTRs. The 
impact is estimated by comparing EMTRs in the presence of HA with EMTRs if HA 
measures were removed. The purpose of undertaking such a hypothetical exercise is 
to estimate the contribution HA makes to the size of EMTR estimates. We would 
emphasize that our purpose in undertaking this exercise is not to undertake some 
realistic policy-based simulation.28 A removal of HA is, of course, entirely unrealistic. 

Tables 3.5 and 3.6 illustrate the contribution HA makes to the size of EMTR 
estimates. Note that the case of the non-HA and non-beneficiary groups is obviously 
a redundant one as no impact on EMTRs is possible. In the case of public housing 
tenants, the effect of removal of HA on the size of EMTRs is large. The median 
EMTR falls to zero and the proportion of public housing tenants with EMTRs above 
the 60 per cent level is more than halved. These effects arise because 25 cents in 
the dollar of assessable income is now not withdrawn because of a reduction in the 
rental subsidy.  

The effect of the removal of the public housing rental subsidy on EMTRs is illustrated 
in Figure 3.3. The horizontal axis represents private income and the vertical axis 
represents the level of income support payment.29 Consider the case of a single male 
DSP recipient who receives the public housing rental subsidy. The DSP entitlement 
is Sd and the rental subsidy is the difference between Sd+h and Sd, making the total 
income support level Sd+h. The distance 0-Yf is the income test free area for the DSP 
entitlement.  

First consider the case where rental subsidy has not been removed, that is, consider 
the dashed line (----) starting from Sd+h in Figure 3.3. When the DSP recipient is in the 
income test free area, the withdrawal rate (δ) he faces is 0.25, given that as private 
income increases by one dollar, the rental subsidy is withdrawn at a rate of 25 per 
cent while the DSP entitlement is not withdrawn. For each dollar of private income 
received above Yf, the DSP recipient faces a withdrawal rate of 0.65 as he faces both 
a withdrawal of the DSP entitlement at a rate of 0.4 and a simultaneous withdrawal of 
the rental subsidy at 0.25.  

Now consider the case where the rental subsidy is removed, that is, consider the 
continuous line (_____) starting from Sd in Figure 3.3. When the DSP recipient is in the 
income test free area, the withdrawal rate (δ) he faces is 0 in the absence of the 
rental subsidy, given that as private income increases by one dollar, the DSP 
entitlement is not withdrawn. For each dollar of private income received above Yf, the 
DSP recipient faces a withdrawal rate of 0.4 as he faces both a withdrawal of the 
DSP entitlement at a rate of 0.4. From Figure 3.3, it is clear that EMTRs are higher in 
the presence of the rental subsidy than in the absence of the rental subsidy.30 

                                                 
28 A potential policy relevant simulation would be to consider the effect on EMTRs of a freezing of the HA 
subsidy level, for a period of time, when a public housing tenant makes the transition from non-employment to 
employment. 
29 This includes pensions, allowances, supplementary payments, family payments and HA. 
30 The changes in tax liabilities associated with an increase in private income have been excluded from Figure 3.3. 
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The case of CRA beneficiaries is a little more complicated. Here, the effect of 
removal of HA on EMTR estimates is very small. Why is this so? The explanation lies 
in the method of payment of CRA. When an extra dollar of private income is earned, 
a person’s benefit is withdrawn at the applicable withdrawal rate.31 However, the 
CRA entitlement is attached as a supplement to the benefit and the CRA amount 
remains unchanged until the benefit to which it is attached cuts out. It is only when 
the benefit cuts out, that the CRA entitlement starts to fall, that is, in the case of CRA, 
there is no withdrawal of HA for the extra dollar of private income received until the 
underlying benefit itself is exhausted. Because the ‘stacking’ of CRA and other 
government allowances is avoided, in the typical case a removal of CRA would leave 
the EMTR untouched. Put another way, in the case of the CRA program there is no 
top-up HA-based marginal impost on the recipient of a benefit as is the case under 
public housing rent subsidy rules. While a loss of CRA does not impact on EMTRs, it 
will affect disposable income levels when there are non-marginal transitions. RR 
estimates pick up such an effect. 

The effect of the removal of the CRA on EMTRs can be illustrated using Figure 3.4. 
As in Figure 3.3, the horizontal axis represents private income and the vertical axis 
represents the level of income support payment.32 Consider the case of a single male 
DSP recipient who receives CRA. The DSP entitlement is Sd and CRA is the 
difference between Sd+h and Sd, making the total income support level Sd+h. The 
distance 0-Yf is the income test free area for the DSP entitlement.  

First consider the case where CRA has not been removed, that is, consider the line 
starting from Sd+h in Figure 3.4 (----). When the DSP recipient is in the income test 
free area, the withdrawal rate (δ) he faces is 0, given that as private income 
increases by one dollar, both the DSP and CRA are not withdrawn. For each dollar of 
private income received above Yf, the DSP recipient faces a withdrawal rate of 0.4 as 
he faces a withdrawal of the DSP entitlement at a rate of 0.4 while the CRA amount 
remains unchanged. It is only when the DSP entitlement cuts out at Ya that CRA is 
withdrawn at the taper rate of 0.4, that is, CRA is only withdrawn over the small 
income range of Ya to Yb. 

Now consider the case where CRA is removed, that is, consider the line starting from 
Sd in Figure 3.4 (_____).When the DSP recipient is in the income test free area, the 
withdrawal rate (δ) he faces is 0 in the absence of CRA, given that as private income 
increases by one dollar, the DSP entitlement is not withdrawn. For each dollar of 
private income received above Yf, the DSP recipient faces a withdrawal rate of 0.4 as 
he faces both a withdrawal of the DSP entitlement at a rate of 0.4. From Figure 3.4, it 
is clear that in the typical case, EMTRs remain the same in the presence of CRA and 
in the absence of CRA33. 

 

                                                 
31 The 2000-01 taper rates for pensions are 40 per cent for partnered recipients and 20 per cent for single 
recipients. The taper rates for allowances are 50 per cent over a lower income range, and 70 per cent over a higher 
income range. 
32 This includes pensions, allowances, supplementary payments, family payments and HA. 
33 The changes in tax liabilities associated with an increase in private income have been excluded from Figure 3.4. 
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Table 3.5 EMTRs, with and without HA, by HA-benefit status, SIHC 2000-01, per cent 

 
CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

With HA   

Mean EMTR 11.2 20.3 36.8  

Median 
EMTR 0.0 0.0 25.0  

EMTR>47 11.4 23.8 27.9  

EMTR>60 11.0 10.3 15.6  

       

No HA    

Mean EMTR 11.2 20.3 13.5  

Median 
EMTR 0.0 0.0 0.0  

EMTR>47 11.4 23.8 11.9  

EMTR>60 11.0 10.3 5.8  

 

 
Table 3.6 EMTRs, with and without HA, by HA-benefit status, HILDA wave 1, per cent 

 
CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

With HA   

Mean EMTR 25.1 20.0 39.7  

Median 
EMTR 0.0 0.0 25.0  

EMTR>47 30.9 22.2 32.4  

EMTR>60 26.4 11.1 13.9  

       

No HA     

Mean EMTR 24.7 20.0 16.3  

Median 
EMTR 0.0 0.0 0.0  

EMTR>47 30.9 22.2 9.2  

EMTR>60 25.7 11.1 6.6  
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Figure 3.3 The effect of public housing rental subsidy on EMTRs 

 
 

 
 
 
 
 
 
 

 

 

 

 

   

 

 

 
Figure 3.4 The effect of CRA on EMTRs 
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3.1.4 Trends in Effective Marginal Tax Rates over Time 
Table 3.7 presents estimates of trends in EMTRs for the years 1996-97, 2000-01 and 
2004-05. The estimates for 1996-97 and 2000-01 are derived on the basis of the 
1996-97 and 2000-01 SIHCs. Contemporaneous tax-transfer parameters are applied 
to the two surveys to derive EMTR estimates. In other words, 1996-97 tax-transfer 
parameters are applied to the 1996-97 SIHC and 2000-01 tax-transfer parameters 
are applied to the 2000-01 SIHC. The EMTR estimates for 2004-05 are derived on a 
quite different experimental basis and are based on the application of the 2004-05 
tax-transfer system to the 2000-01 SIHC after appropriately deflating relevant tax and 
transfer nominal values.34 

Changes in EMTR outcomes between 1996-97 and 2000-01 result from two sources. 
First, changes in the level or composition of income and in household formation 
between the two years. Second, changes in the tax-transfer system between the two 
time periods. Differences in EMTR estimates between 2000-01 and 2004-05 are, 
however, by construction, dependent solely on changes in the tax-transfer system 
between the two years. This is because the 2004-05 estimates are derived on the 
basis of the characteristics of the 2000-01 working age population. Differences in 
EMTRs reflect the impact of movement in tax-transfer parameters alone holding 
constant the composition of the population and their real incomes. 

Median EMTRs remained 0 throughout the period for the CRA (BN) and CRA (FP) 
categories. In the case of public housing tenants, median EMTRs again remain 
constant but at the 25 per cent level. In other words, changes in tax-transfer policies 
over the period 1996-97 and 2004-05 were not sufficiently large to have any direct 
effect on the value of EMTRs for at least half of all HA recipients. 

The median EMTR is zero for CRA recipients because (at least) 50 per cent of such 
recipients did not earn sufficient private income to exceed the benefit withdrawal 
threshold level or the tax threshold between 1996-97 and 2000-01. The median 
public housing tenant also failed to earn sufficient income to face benefit withdrawal 
or pay tax. However, the median public housing tenant suffers a loss in public rent 
subsidy because when they do receive any (assessable) income they suffer a 
reduction in the value of the rental subsidy equal to 25 per cent of the assessable 
income received. The median EMTR for the no-benefits category of individuals fell 
from 34.4 to 30.2 over the 1996-97 to 2000-01 and then remained constant in our 
experimental 2004-05 estimates.  

While median EMTRs generally stay constant the same is not true when we examine 
mean EMTR estimates. Our results indicate that there was a small increase in mean 
EMTRs for beneficiaries, other than public housing beneficiaries, from 1996-97 to 
2000-01. The increase must have resulted from the net impact of changes in income, 
household formation and tax-transfer parameters felt by those HA recipients in the 
top half of the income distribution. 

In terms of the tax-transfer system, the welfare reform package of July 2000 
introduced several key changes aimed at encouraging greater economic 
participation. Increases in tax-free thresholds were a major part of the reform 
package. All other things being equal a rise in the tax-free threshold should act to 
reduce EMTRs. Why then did this and other changes not flow through to a reduction 
in mean EMTRs for all beneficiaries in the period 1996-97 to 2000-01?  

The answer lies in the fact that these and other changes, which were introduced in 
the package, were not of sufficient impact to offset rises in income over the 1996-97 
to 2000-01, cohort compositional effects (the composition of the 1996-97 cohort is 
                                                 
34 This is the most recent SIHC release at the time of writing of the report. 
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different to that of 2000-01), household formation changes and other tax-transfer 
reforms which worked in an opposite direction to increase EMTRs. 

In terms of tax threshold effects, it is important to note that increases in nominal tax 
thresholds do not guarantee a reduction in EMTRs. An increase in nominal tax 
thresholds only reduces EMTRs when the increase in thresholds is large so that 
bracket creep is avoided. Hence, it is real increases in tax thresholds that matter. 
Furthermore, we must not only consider the effect of changes in tax free threshold 
values but also changes in the proportion of people in the tax-free bracket. 

Even though the tax-free threshold increased from $5400 to $6000 between 1996-97 
and 2000-01, the percentage of CRA(FP) beneficiaries below the tax-free threshold 
fell from 30.5 per cent to 23.8 per cent. Among the ‘Benefits no HA’ group, the 
percentage in the tax-free threshold fell from 49.9 per cent to 35.7 per cent. These 
large decreases in the number of those in the tax-free threshold suggests that 
income growth for these groups outstripped the increase in the tax-free threshold 
helping to drive EMTRs up. 

The opposite was true for public renters and for those not in receipt of benefit. 
Between 1996-97 and 2000-01, the percentage of persons who were in the tax-free 
threshold increased for these two groups. For public housing tenants, the percentage 
increased from 33.5 per cent to 38.5 per cent and for the ‘no benefits, no HA’, group 
the percentage increased from 16.2 per cent to 18.1 per cent. Note, from Table 3.7, 
that the mean EMTR decreased for both the public housing tenant and the ‘No 
Benefits, no HA’ groups consistent with the trends in the proportion of those in the 
tax-free threshold category. 

The case of the CRA(BN) group is more complicated. Between 1996-97 and 2000-
01, the mean EMTR increased for this group, but the percentage of persons in the 
tax-free threshold also increased. Hence, the increase in the mean EMTR for the 
CRA(BN) group cannot be attributed to a fall in the percentage of persons in the tax-
free threshold. One driver of the rise in the mean EMTR, however, was that a greater 
proportion of this group were affected by relevant benefit income tests. The 
percentage of CRA(BN) beneficiaries who suffered a decrease in their government 
benefits increased from 11.8 per cent to 16.2 per cent between 1996-97 and 2000-
01. The mean income unit assessable income of single CRA(BN) beneficiaries 
increased from $714 to $1168 between 1996-97 and 2000-01. The mean income unit 
assessable income of partnered CRA(BN) beneficiaries increased significantly from 
$1960 to $6021. This significant increase is attributable to the rise in partnered 
CRA(BN) beneficiaries with full-time employed partners between 1996-97 and 2000-
01. Between 1996-97 and 2000-01, the percentage of CRA(BN) beneficiaries with 
full-time employed partners increased from 8.5 per cent to 17.3 per cent. The 
annualised reported income unit wage of partnered CRA(BN) beneficiaries in 
employed income units35 increased from $6659 to $13750, which is equivalent to a 
real increase of 97 per cent. While the percentage of partnered CRA(BN) 
beneficiaries whose income unit owns a business remained similar in 1996-97 and 
2000-01 at approximately 3.5 per cent, the annualised reported earnings from own 
businesses increased significantly from $624 to $21008. 

One further tax-transfer impact should be noted, that related to parenting payment 
arrangements. In 1996-97, the Parenting Allowance was divided into basic and 
additional Parenting Allowance. The basic component was not income-tested. 
However, this was replaced in 2000-01 with the Parenting Payment, which was fully 
income-tested. This reform would have contributed directly to the rise in mean 
EMTRs among beneficiaries with dependent children. 
                                                 
35 Employed income units are income units in which at least one member is working. 
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As noted previously, the mean (and median) EMTRs of non-beneficiaries decreased 
slightly between 1996-97 and 2000-01. Some non-beneficiaries are middle- to high-
income family payment recipients who are ineligible for government benefit receipt 
but eligible for a low rate of family payment. In 1996-97, the taper rate for Family 
Payment was 50 per cent. In 2000-01, this was replaced with the FTB. The taper rate 
for FTB(A) is lower at 30 per cent. This would have contributed to the slight decline in 
the mean EMTR for non-beneficiaries. Beneficiaries do not benefit from this reduction 
in the taper rate because benefit recipients are automatically entitled to the maximum 
FTB(A) rate, that is, their FTB(A) entitlement is not income-tested. Another 
contributing factor influencing the decline in mean EMTR for non-beneficiaries is, of 
course, the increase in tax thresholds mentioned previously.36  

One interesting finding from our time series analysis of EMTRs is that the proportion 
of HA beneficiaries with EMTRs higher than 47 per cent increased between 1996-97 
and 2000-01. The same trend is apparent for those who do not receive benefits and 
HA. However, the opposite trend occurred with respect non-HA beneficiaries where 
the proportion with EMTRs higher than 47 per cent actually declined. The proportion 
of persons with EMTRs higher than 60 per cent remained relatively constant between 
1996-97 and 2000-01.  

While median EMTRs remain constant over the period 2000-01 to 2004-05, there is a 
very minor movement in mean EMTRs. Recall that the 2004-05 estimates are based 
on the characteristics of the 2000-01 working age population and therefore simulate 
the impact of the change in tax-transfer parameters on work disincentives assuming 
the composition and the real incomes of the working age population had remained 
unchanged. Given that government transfer rates have been deflated back to 2000-
01 prices using a CPI deflator, the nominal increase in rates and means test free 
areas between 2000-01 and 2004-05 will not have an impact on EMTRs. The only 
major real change in the government transfer system has been a fall in the FTB(A) 
lower taper rate from 30 per cent to 20 per cent. This will have a minimal impact on 
beneficiaries who are automatically entitled to the maximum FTB(A) rate. However, 
this would have caused the EMTRs of non-beneficiaries who receive FTB(A) to fall if 
their income was in the range over which the lower taper rate applies. 

The potential impact of changes between 2000-01 and 2004-05 in the tax system on 
mean EMTRs is quite difficult to unravel. Tax thresholds were not indexed between 
2000-01 and 2004-05. Furthermore, there was no change to nominal thresholds for 
low-income earners. As our modelling procedure involves the deflation of the actual 
2004-05 nominal tax parameters, including tax thresholds, to the 2000-01 time period 
and the further application of those parameters to the 2000-01 SIHC we would have 
expected to see an increase in mean EMTRs across the various categories of 
recipients. On the other hand, the real value of tax thresholds for middle and higher 
income earners was increased. As the estimated net change in EMTRs is negligible 
in our results we can conclude that the impact of the non-indexation of tax brackets 
at the bottom of the income distribution was negligible. 

                                                 
36 In 1996-97, the personal income tax thresholds (tax rates) were $0-$5,400 (0 per cent), $5401-$20,700 (20 per 
cent), $20701-$38,000 (34 per cent), $38,001-$50,000 (43 per cent) and $50,001 or over (47 per cent). In 
comparison, the personal income tax thresholds (tax rates) in 2000-01 were $0-$6,000 (0 per cent), $6,001-$20,000 
(17 per cent), $20,001-$50,000 (30 per cent), $50,001-$60,000 (42 per cent) and $60,000 or over (47 per cent). 
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Table 3.7 EMTR trends, by HA-benefit status, 1996-97 to 2004-05, per cent 

Tax-benefit 
regime 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Mean EMTR   

1996-97 8.8 18.2 38.8 13.3 29.8 26.8

2000-01 11.2 20.3 36.8 16.0 28.1 26.5

2004-05 11.5 19.4 36.4 17.0 28.3 26.7

   

Median EMTR 

1996-97 0.0 0.0 25.0 0.0 34.4 34.4

2000-01 0.0 0.0 25.0 0.0 30.2 30.2

2004-05 0.0 0.0 25.0 0.0 30.2 30.2

   

EMTR>47 per cent 

1996-97 11.2 19.5 26.8 17.7 3.1 6.9

2000-01 11.4 23.8 27.9 13.7 7.7 9.7

2004-05 11.4 23.9 25.7 14.3 7.8 9.7

   

EMTR>60 per cent 

1996-97 9.7 11.7 17.6 10.3 1.9 4.3

2000-01 11.0 10.3 15.6 11.7 1.8 3.8

2004-05 11.0 9.2 14.9 11.9 1.4 3.5

   

Sample   

1996-97 330 334 471 1,694 8,705 11,534

2000-01 272 302 377 1,070 8,245 10,266

2004-05 272 314 377 1,067 8,236 10,266

 



 

35 

3.2 Exit Replacement Ratios 
As discussed previously, exit RR estimates are presented in the form of mean and 
median RR estimates together with the percentage of persons with RRs greater than 
75 and 100 per cent. In terms of the exit RR measure, estimates are presented in the 
study for two cases:  

• those who are unemployed or NILF exiting to paid employment; and  

• those not in employment and those in part–time employment exiting to full-time 
employment.  

We begin our review of exit RRs with the general employment transition case — i.e., 
the transition from non-employment to employment. The relevant sample for this 
transition is all working age persons who are unemployed or in the NILF category. 37  

Our analysis excludes the following outlier cases: 

• Business owners, as profits or losses tend to distort RRs; 

• Persons with negative or zero income unit disposable income; 

• Persons with RRs below 10 per cent. These are persons not claiming 
government benefits while not employed, resulting in very low income while not 
employed relative to income while employed; and  

• Persons with RRs above 200 per cent. These are persons with extremely high 
income from superannuation pensions or annuities while not employed, resulting 
in very high income while not employed relative to income while employed.  

The SIHC and HILDA sample numbers of persons who are unemployed or NILF are 
set out in Tables 3.8 and 3.9. There is a sufficiently large number of persons across 
the various HA and beneficiary categories to draw robust conclusions from the 
estimates. However, the estimated number of CRA beneficiaries in the HILDA 
dataset is lower than in the SIHC dataset. 

 

Table 3.8 Sample numbers, HA-benefit status by labour force status, 2000-01 SIHC38 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

UN 74 42 41 133 63 353

NILF 146 145 228 711 745 1,975

Total 220 187 269 844 808 2,328
Per cent 9.5 8.0 11.6 36.3 34.7 100.0

 

                                                 
37 There are 101 (134) persons in the SIHC (HILDA) who are employed but receive zero wages. Given their small 
numbers, these persons are excluded from our analysis. 
38 The SIHC and HILDA sample numbers set out in Tables 3.8 and 3.9 are obviously smaller than the 
corresponding numbers in the case of the EMTR tables as they refer only to persons who are unemployed or in the 
NILF category. 
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Table 3.9 Sample Numbers, by HA-benefit status and labour force status, HILDA 
wave 1 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No 
benefits, no 

HA Total

UN 57 15 43 107 187 409

NILF 128 100 220 692 788 1,928

Total 185 115 263 799 975 2,337
Per cent 7.9 4.9 11.3 34.2 41.7 100.0

 

 

3.2.1 Exit Replacement Ratios by Housing Assistance Status and Labour 
Force Status  

A comparison of exit RRs by HA-benefit status and labour force status is presented 
in Tables 3.10 and 3.11. The median exit RR for the SIHC (HILDA) sample is 75 per 
cent (69.5 per cent). In other words, for the median person not presently employed, 
nearly three-quarters of predicted disposable income from all sources in employment 
is typically replaced by disposable income from all sources while unemployed or 
NILF.  

HILDA mean and median exit RR estimates are generally lower than the 
corresponding SIHC estimates (about 5 percentage points lower). However, 
estimates from both samples broadly present the same patterns. There is little 
variation across HA-benefit groups in terms of exit RRs, though CRA (BN) 
beneficiaries have significantly lower RRs than other groups. 

There is more variation when the unemployment trap threshold of a RR of over 75 
per cent is used. Only 15 per cent of CRA (BN) beneficiaries lie above this higher 
threshold. The remaining HA groups have more than 60 per cent of beneficiaries 
above the threshold. Why do we see such a large difference?  

CRA (BN) beneficiaries have notably lower exit RRs than other groups because they 
typically possess socio-economic characteristics that would attract a higher wage 
than other groups if they gain paid employment. For example, CRA (BN) 
beneficiaries are more likely to be males than other recipients. In the SIHC (HILDA), 
56.1 per cent (51.9 per cent) of CRA (BN) beneficiaries are males, as compared to 
under 40 per cent of other groups. Moreover, all CRA (BN) beneficiaries have no 
dependent children. CRA (BN) beneficiaries have also spent less time in the NILF 
category within the past seven months than other groups. Both of these factors 
increase their offered wage relative to other groups. The mean annual wage a CRA 
(BN) beneficiary can expect to attract upon gaining paid employment is higher than 
for other groups in the SIHC.39 In the HILDA sample, a CRA (BN) beneficiary can be 
expected to attract a higher wage than all other HA beneficiary groups upon gaining 
employment.40 Approximately three-quarters of CRA (BN) beneficiaries are single 
persons. Hence, they may be expected to have the lowest work disincentives among 

                                                 
39 The predicted mean SIHC annual wage for each group is $16,020 (CRA (BN), $12,001 (CRA (FP), $11,695 
(public housing), $14,318 (benefits, no HA) and $13,432 (no benefits, no HA).  
40 The predicted mean HILDA annual wage for each group is $16,819 (CRA (BN); $6,828 (CRA (FP), $15,190 
(public housing), $18,508 (benefits, no HA) and $20,805 (no benefits, HA). 
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all the groups because they have no partners whose income they can rely on while 
unemployed or NILF.  

A striking difference between the SIHC and HILDA estimates is that HILDA exit RR 
estimates for the CRA (FP) group are higher than for the corresponding SIHC group. 
In fact, within the HILDA sample, CRA (FP) beneficiaries have higher exit RRs than 
all other groups. On the basis of the HILDA estimates this group is the most 
vulnerable to unemployment traps, with 76.5 per cent of CRA (FP) beneficiaries 
facing exit RRs exceeding 75 per cent, as compared to 39 per cent of the working 
age sample, and only 20 per cent of the CRA (BN) group. The HILDA CRA (FP) 
estimates may be marginally inflated as a result of the assignment of receipt of 
FTB(A) to only women in HILDA but the most obvious reason is that the predicted 
annual wage in SIHC is twice that predicted from HILDA.  

 
Table 3.10 Exit RRs, HA-benefit status by labour force status, SIHC 2000-01 

Labour force status 
CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No 
benefits, 

no HA Total

Mean exit RR     

UN 61.9 72.8 76.1 68.9 68.7 68.7

NILF 63.7 78.2 77.6 72.6 76.2 74.2

Total 63.1 77.0 77.4 72.0 75.6 73.4
       

Median exit 
RR     

UN 62.2 74.6 79.3 72.0 69.3 71.9

NILF 63.7 80.2 78.1 72.1 81.5 75.8

Total 63.1 78.8 78.2 72.1 81.2 75.0
       

Exit RR>75 per 
cent     

UN 20.3 50.0 61.0 38.3 42.9 39.4

NILF 12.3 70.3 64.3 41.2 62.8 52.0

Total 15.0 65.8 63.6 40.8 61.3 50.1
   

Exit RR>100 per 
cent     

UN 0.0 0.0 0.0 0.0 0.0 0.0

NILF 0.0 0.0 0.0 2.0 4.7 2.5

Total 0.0 0.0 0.0 1.7 4.3 2.1
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Table 3.11 Exit RRs, HA-benefit status by labour force status, HILDA wave 1 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Mean exit RR  

UN 67.6 79.2 63.0 67.0 62.0 64.8

NILF 61.8 83.4 70.1 64.2 72.2 69.0

Total 63.6 82.9 69.0 64.6 70.2 68.3
   

Median exit RR 

UN 68.9 86.4 65.7 67.2 67.1 68.3

NILF 61.7 90.0 70.5 61.9 76.3 69.9

Total 63.5 89.2 70.1 62.4 74.3 69.5
   

Exit RR>75 per 
cent  

UN 31.6 73.3 39.5 35.5 29.4 34.0

NILF 14.8 77.0 41.4 24.3 52.5 39.9

Total 20.0 76.5 41.1 25.8 48.1 38.9
   

Exit RR>100 per 
cent  

UN 0.0 0.0 2.3 0.0 0.0 0.2

NILF 0.8 1.0 1.4 1.3 4.2 2.4

Total 0.5 0.9 1.5 1.1 3.4 2.1
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3.2.2 The Effect of the Removal of Housing Assistance on Exit Replacement 
Ratios 

Tables 3.12 and 3.13 illustrate the impact of a removal of HA on RRs (keeping all 
else constant). Again, recall from our discussion of the removal of HA in the context 
of EMTRs that this exercise is being undertaken to assess the contribution of HA to 
RRs and not as a policy-based simulation. 

The key conclusion from Tables 3.12 and 3.13 is that the removal of HA has a much 
greater impact on public housing tenants than CRA recipients. The median RR for 
public housing tenants is 78.2 per cent when HA is available but falls to 69.5 per cent 
when it is removed. Furthermore, the proportion of public housing tenants facing exit 
RRs above the 75 per cent threshold falls dramatically for both the SIHC and HILDA 
datasets. The impact of eliminating CRA on RRs is much less than that for public 
housing rent subsidies. For example, the fall in the median exit RR for CRA (BN) 
beneficiaries after the removal of HA is only 3.7 percentage points (2.9 percentage 
points) in the SIHC (HILDA) sample as compared to a fall of nearly 10 percentage 
points in the case of public housing recipients. 

There are three main forces acting to explain the fact that a removal of HA has a 
greater impact on public renters’ RRs than CRA recipients’ RRs. 

First, public housing recipients rely more heavily on HA than CRA recipients in the 
sense that HA makes up a larger proportion of their incomes. As such, removal of HA 
creates a much larger drop in RRs than it does for CRA recipients. HA accounts for 
around a quarter of total income for public housing recipients as compared to around 
10 per cent for non-employed CRA (BN) beneficiaries and 9 per cent for CRA (FP) 
beneficiaries. 

Second, the removal of HA will have a greater impact on public renters’ RRs than 
CRA recipients RRs because of the different rules that apply to the determination of 
rental subsidies. In the case of CRA, HA entitlement remains untouched on receipt of 
employment income below a threshold point. In the case of public housing HA, the 
value of the HA subsidy begins to fall immediately on receipt of assessable 
employment income. Hence, the RRs of those public renters with low expected 
incomes on reemployment will fall relative to the RRs for similar low employment 
income private renters on removal of HA. 

Third, public renters have lower expected employment incomes and so their RRs fall 
by more when HA is removed. 

One further point in regard to the exit RR for CRA (FP) beneficiaries needs to be 
mentioned. Private rental tenants with dependent children paying rent above a 
minimum threshold are eligible to receive CRA (FP) as long as they receive FTB(A) 
above the base rate. The income area in which a family can receive more than the 
base rate of FTB(A) is generous in comparison to the income test free areas for 
benefits. For example, a family with 2 dependent children can have a family adjusted 
taxable income41 of up to $41,899 to $47,301 before they lose their entitlement and 
are relegated to the base rate of FTB(A)42. 

 

                                                 
41 Adjusted taxable income is the sum of taxable income, adjusted fringe benefits, target foreign income, tax 
exempt pensions or benefits, less net rental property losses and child maintenance that is paid. Tax-exempt 
pensions and benefits that are not part of adjusted taxable income include Rent Assistance, Pharmaceutical 
Allowance, Remote Area Allowance, Multiple Birth Allowance and Large Family Supplement. If a member of a 
couple is applying for FTB (A), the adjusted taxable income is that of the family as a whole. 
42 The median number of dependent children among CRA (FP) beneficiaries is 2 dependent children. 
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Table 3.12 Exit RRs, with and without HA, by HA-benefit status, SIHC 2000-01 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No 
benefits, no 

HA Total

With HA   

Mean exit RR 63.1 77.0 77.4  

Median exit RR 63.1 78.8 78.2  

Exit RR>75 15.0 65.8 63.6  

Exit RR>100 0.0 0.0 0.0  

       

No HA   

Mean exit RR 58.9 75.0 68.4  

Median exit RR 59.4 77.0 69.5  

Exit RR>75 10.9 58.3 30.2  

Exit RR>100 0.0 0.0 0.0  

 

 

Table 3.13 Exit RRs, with and without HA, by HA-benefit status, HILDA wave 1 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

With HA   

Mean exit RR 63.6 82.9 69.0  

Median exit RR 63.5 89.2 70.1  

Exit RR>75 20.0 76.5 41.1  

Exit RR>100 0.5 0.9 1.5  

       

No HA   

Mean exit RR 60.0 81.3 62.5  

Median exit RR 60.6 87.8 61.7  

Exit RR>75 13.0 72.2 28.9  

Exit RR>100 0.5 0.9 1.5  
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3.2.3 Trends in Exit Replacement Ratios over Time  
We expand our analysis of exit RRs by considering movements in exit RRs over 
time. We assess 1996-97 - 2000-01 trends in RRs using contemporaneous datasets. 
Changes in RRs between 1996-97 and 2000-01 are influenced by a myriad of forces 
including trends in the labour market, in the composition of the working-age 
population as well as by changes in the tax-transfer system. However, by 
construction, the movement in RRs between 2000-01 and 2004-05 only reflect 
changes in the tax-transfer system between the two dates. This is because, the same 
data set is used to estimate 2000-01 and 2004-05 RRs.  

The estimates presented in Table 3.14 indicate a high degree of stability in exit RRs 
over the time period in question. 

Only very minor changes in RRs are evident for HA recipients between 1996-97 and 
2000-01. So for example the median exit RR for public renters falls from 79 per cent 
to 78.2 per cent while for CRA (FP) recipients the median exit RR increases from 
78.0 per cent to 78.8 per cent. These small movements in exit RRs underline the 
point made earlier with respect to trends in EMTRs that the welfare reform package 
of July 2000 did not impact on those labour market incentives as much as might be 
expected. 

These reforms were not large enough to dominate any other influences affecting exit-
RR outcomes. So for example, the increase in the personal income tax free threshold 
from $5400 to $6000 between 1996-97 and 2000-01 provided a financial incentive for 
beneficiaries who were unemployed or in the NILF category to enter into paid 
employment. However, when account is taken of movements in nominal incomes 
over time the changes were negligible. The taper rates on pensions were reduced 
from 50 per cent to 40 per cent for a single person and from 25 per cent to 20 per 
cent for a member of a couple between 1996-97 and 2000-01. The taper rate on 
family payments was also reduced from 50 per cent to 30 per cent. Despite these 
changes work incentives, as measured by exit RRs, remained unchanged as 
compositional changes and real income growth offset the impact of changing tax-
benefit parameters. Another potential explanation is the increased number of eligible 
beneficiaries that is due to lower taper rates. 

One potential reason for the small rise in exit RRs among CRA (FP) beneficiaries 
between 1996-97 and 2000-01 is that in the case of CRA (FP) beneficiaries the 
predicted offered wage (the wage we expect a non-employed person to receive in 
employment) increased by only 1.6 percent between 1996-97 and 2000-01, as 
compared to 7.7 per cent for all persons who were unemployed or in the NILF 
category.43 (Recall that a rise in expected employment income reduces the 
replacement ratio all other things being equal.) A lower than average rise in the 
offered wage results in a fall in work incentives for CRA (FP) beneficiaries. Despite a 
higher than average rise in the predicted offered wage of 9.4 per cent for non-
beneficiaries, the exit RR is estimated to have risen marginally for this group as well.  

                                                 
43 The predicted offered wage rose by 3.1, 8.9 and 9.4 per cent for CRA (BN) beneficiaries, non-HA beneficiaries 
and non-beneficiaries respectively. For public housing tenants, it fell by 2.7 per cent. This may have explained 
why the proportion of public housing tenants with exit RRs greater than 75 per cent increased between 1996-97 
and 2000-01 despite falls in mean and median exit RRs. 
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The estimates reveal an across the board small reduction in exit RRs from 2000-01 
to 2004-05. This trend is also evident in relation to the proportion of persons facing 
exit RRs above the threshold 75 per cent level. As pointed out previously in relation 
to our discussion of trends in EMTRs, government transfer payment rates have been 
deflated back to 2000-01 prices using a CPI deflator. This means that the nominal 
increase in rates and means test free areas between 2000-01 and 2004-05 will not 
have impacted on exit RRs in our simulation. The only major real change in the 
government transfer system which is relevant to our analysis has been a fall in the 
FTB(A) lower taper rate from 30 per cent to 20 per cent. This will have had a minimal 
impact on beneficiaries who are automatically entitled to the maximum FTB(A) rate. 
However, the lower taper would have caused the exit RRs of non-beneficiaries who 
receive FTB(A) to fall if their income was within the income range over which the 
lower taper rate applied. 

In terms of tax effects, the absence of full tax indexation should, in our modelling 
structure, act to reduce the after-tax offered wage below what it would otherwise 
have been if full tax indexation applied. This would then tend to reduce exit RRs over 
the 2000-01 to 2004-05 period. However, this is not what our estimates reveal 
suggesting that more complicated tax-transfer interactions took place. 
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Table 3.14 Exit RR trends, by HA-benefit status, 1996-97 to 2004-05, per cent 

Tax-benefit regime 
CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No 
benefits, 

no HA Total

Mean exit RR  

1996-97 63.5 76.4 77.4 74.6 71.9 73.3

2000-01 63.1 77.0 77.4 72.0 75.6 73.4

2004-05 61.7 75.7 75.3 69.4 72.0 70.8

   

Median exit RR 

1996-97 64.5 78.0 79.0 75.7 77.1 75.0

2000-01 63.1 78.8 78.2 72.1 81.2 75.0

2004-05 60.4 77.3 75.8 69.3 77.0 72.8

   

Exit RR>75 per 
cent  

1996-97 15.1 55.8 62.7 51.8 53.2 50.0

2000-01 15.0 65.8 63.6 40.8 61.3 50.1

2004-05 12.6 60.5 52.3 33.9 54.9 43.5

   

Exit RR>100 per 
cent  

1996-97 1.4 1.3 0.0 1.6 3.3 1.8

2000-01 0.0 0.0 0.0 1.7 4.3 2.1

2004-05 0.0 0.0 0.0 1.1 3.6 1.7

   

Sample   

1996-97 284 226 308 1,353 672 2,843

2000-01 220 187 269 844 808 2,328

2004-05 214 185 263 826 803 2,291
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3.2.4 Part-time Employment Exit Replacement Ratios 
The second set of exit RRs we present in this study are part-time employment exit 
RRs, that is, exit RRs faced by part-time employed persons when they move from 
part-time employment to full-time employment. The need to account for the transition 
from part-time to full-time employment (rather than employment generally) arises 
from the fact that beneficiaries may be trapped, partly by the financial incentives they 
face, in part-time jobs with low hours just as much as they may be trapped in non-
employment. We produce a male-female split in our results to take account of quite 
different part-time employment patterns and socio-economic characteristics between 
the sexes. We employ the 2000-01 SIHC and HILDA wave 1 survey to generate part-
time employment exit RR estimates.  

To provide some perspective on the role of part-time employment in our datasets 
Tables 3.15 and 3.16 present the sample numbers of all persons not in full-time 
employment, that is, those who are employed part-time, unemployed or NILF. The 
number of male CRA (FP) beneficiaries is too small to draw reasonable conclusions 
from. The part-time employed category of persons comprises less than 20 per cent of 
those in the three HA categories. Hence, our results need to be treated with some 
caution. 

Tables 3.17 through to 3.20 provide mean and median exit RRs for the SIHC and 
HILDA databases. Tables 3.21 and 3.22 provide estimates of the proportion of those 
part-time employment exit RRs which exceed 75 per cent. There are several 
noteworthy observations with regard to part-time employment exit RRs. These shall 
be discussed in turn. 

Looking across the five female HA-benefit categories, we find that part-time 
employed female CRA (FP) beneficiaries have the highest exit RRs among all female 
HA and benefit groups. This is due primarily to the fact that the full-time offered wage 
a part-time employed female CRA (FP) beneficiary can expect to attract in full-time 
employment is relatively low at $28,047 ($18,834) compared to other groups in the 
SIHC (HILDA) sample44. Moreover, all part-time employed female CRA (FP) 
beneficiaries in our sample have dependent children, which in turn decreases work 
incentives. Persons with dependent children tend to have higher government benefit 
payments than those without dependent children as the income free area increases 
by $24.60 per fortnight for every dependent child. The presence of dependent 
children also has a negative impact on the full-time offered wage.  

Part-time employed female CRA (BN) beneficiaries have the lowest exit RRs. The 
low exit RRs of part-time employed female CRA (BN) beneficiaries is attributable to 
the fact that all of them in our sample are single persons with no dependent children. 
Hence, they do not benefit from the increased income free area applicable to those 
with dependent children. They also do not have partners whose income they can rely 
on to maintain their economic well-being. Being solely reliant on their own income, 
this group exhibit low work disincentives, as proxied by the exit RR, compared to 
other groups. 

                                                 
44 In comparison, all other part-time employed female groups in the SIHC (with the exception of CRA (BN) 
beneficiaries) have higher offered full-time wages. In the SIHC, predicted offered full-time wages is over $30,000 
for public housing tenants, non-HA beneficiaries and non-beneficiaries. For CRA (BN) beneficiaries, it is $26,894. 
All other part-time employed female groups in HILDA (including CRA (BN) beneficiaries) have higher offered 
full-time wages than CRA (FP) beneficiaries. In HILDA, predicted offered full-time wages is $22,465 for CRA 
(BN) beneficiaries, $21,450 for public housing tenants, $27,008 for non-HA beneficiaries and $29,832 for non-
beneficiaries.  
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When we turn our attention to the five male HA-benefit categories, we find that part-
time employed male public housing tenants tend to have the highest exit RRs. In this 
case we ignore the part-time employed male CRA (FP) categories in both samples 
as the small sample number can distort analysis of the results. Ignoring the CRA (FP) 
category, we find that part-time employed male public housing tenants are 
significantly more likely to have dependent children and be partnered than other 
groups. Over three-quarters of part-time employed male public housing tenants have 
dependent children and two-thirds are partnered. In comparison, less than 35 per 
cent of other groups have dependent children and less than 50 per cent are married. 
Moreover, all part-time employed male public housing tenants have no post-school 
qualifications. In contrast, over half of part-time employed male non-HA beneficiaries 
and one-third of CRA (BN) beneficiaries and non-beneficiaries have some form of 
post-school qualification. 

When we compare females by labour force status, we find that part-time employed 
females generally have higher mean and median exit RRs than unemployed females 
if they exit to full-time employment. This is in large part because over two-thirds of 
females who are part-time employed are partnered, as compared to only 40 per cent 
of unemployed females. The opposite pattern is observed among males, with 
unemployed males having higher exit RRs than part-time employed males. The 
social characteristics of part-time employed and unemployed males are broadly 
similar, with over half of both groups being single persons with no dependent children 
and over 40 per cent who are partnered. Hence, the difference in exit RRs is caused 
by part-time employed males being able to attract a higher offered full-time wage 
than unemployed persons, should they exit to full-time employment. The predicted 
mean annual full-time offered wage for the former group is $31,661 ($31,519) in the 
SIHC (HILDA) sample as compared to $28,972 ($25,189) for the latter group. 

Overall, our findings indicate that part-time employed females have greater 
disincentives to increase their supply of labour (by moving into full-time employment) 
relative to unemployed females. In other words, the former have higher exit RRs 
relative to their unemployed counterparts. However, the reverse is true for males. 
When we analyse the part-time employed samples by HA-benefit status, we find that 
female CRA (FP) beneficiaries have higher work disincentives than other part-time 
employed female HA-benefit groups, due to the presence of dependent children and 
a low offered wage. For part-time employed males, we find that male public housing 
tenants have the highest work disincentives due to their marital status, presence of 
dependent children and low educational qualifications.  

 



 

46 

Table 3.15 Sample numbers, by HA-benefit status, labour force status and gender, 
2000-01 SIHC 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits
, no HA

No 
benefits, 

no HA Total

Males   

PT 12.7 16.1 10.0 6.6 42.1 21.2

UN 35.9 41.9 20.0 23.1 7.0 19.3

NILF 51.4 41.9 70.0 70.4 51.0 59.5

Total  100.0 100.0 100.0 100.0 100.0 100.0
Sample 142 31 90 351 359 973
   

Females   

PT 11.9 18.7 14.9 13.1 54.1 35.7

UN 21.1 14.6 10.4 8.8 2.9 6.8

NILF 67.0 66.7 74.7 78.1 43.0 57.5

Total  100.0 100.0 100.0 100.0 100.0 100.0
Sample 109 198 221 594 1,301 2,423
   

All   

PT 12.4 18.3 13.5 10.7 51.5 31.5

UN 29.5 18.3 13.2 14.1 3.8 10.4

NILF 58.2 63.3 73.3 75.2 44.7 58.1

Total  100.0 100.0 100.0 100.0 100.0 100.0
Sample 251 229 311 945 1,660 3,396
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Table 3.16 Sample numbers, by HA-benefit status, labour force status and gender, 
HILDA wave 1  

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits
, no HA

No 
benefits, 

no HA Total

Males   

PT 13.5 33.3 16.0 9.0 43.2 27.0

UN 36.9 33.3 18.5 21.5 19.2 21.6

NILF 49.6 33.3 65.6 69.5 37.6 51.4

Total  100.0 100.0 100.0 100.0 100.0 100.0
Sample 111 3 119 344 556 1,133
   

Females   

PT 24.6 14.4 13.0 18.3 55.6 39.8

UN 13.6 10.6 10.8 5.6 5.0 6.3

NILF 61.9 75.0 76.2 76.1 39.4 53.9

Total  100.0 100.0 100.0 100.0 100.0 100.0
Sample 118 132 185 595 1,454 2,484
   

All   

PT 19.2 14.8 14.1 14.9 52.1 35.8

UN 24.9 11.1 13.8 11.4 9.0 11.1

NILF 55.9 74.1 72.0 73.7 38.9 53.1

Total  100.0 100.0 100.0 100.0 100.0 100.0
Sample 229 135 304 939 2,010 3,617
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Table 3.17 Mean exit RRs, HA-benefit status, labour force status and gender, 2000-01 
SIHC 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Males       

PT 49.9 62.4 69.2 51.7 49.5 50.9
UN 49.0 61.2 62.9 56.5 52.7 54.9

NILF 52.7 64.5 65.7 60.6 59.1 59.7

Total  51.0 62.7 65.5 59.1 54.6 56.9

   

Females   

PT 55.1 70.0 67.8 60.4 62.6 62.8
UN 55.3 65.2 69.9 57.8 62.3 61.5

NILF 53.5 69.4 68.9 61.2 65.8 64.4

Total  54.1 68.9 68.9 60.8 64.0 63.6

   

All   

PT 52.1 69.1 68.1 58.4 60.3 60.5
UN 50.9 64.0 66.8 57.0 58.5 58.0

NILF 53.1 68.9 68.1 61.0 64.2 63.0

Total  52.4 68.1 67.9 60.1 62.0 61.7
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Table 3.18 Mean exit RRs, by HA-benefit status, labour force status and gender, 
HILDA wave 1 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Males   

PT 58.9 73.1 58.4 56.5 51.5 52.9
UN 57.4 78.0 54.7 56.2 57.4 56.9

NILF 53.4 70.2 57.6 50.9 59.2 55.1

Total  55.6 73.8 57.2 52.6 55.6 54.9

   

Females   

PT 60.1 78.7 66.2 60.2 64.5 64.2
UN 59.8 73.4 57.2 60.9 55.5 58.9

NILF 55.2 76.0 65.7 59.0 68.0 64.6

Total  57.0 76.1 64.9 59.3 65.4 64.1

   

All   

PT 59.7 78.4 62.7 59.4 61.5 61.5
UN 58.1 73.7 55.9 57.6 56.7 57.7

NILF 54.4 75.9 62.9 56.2 65.6 61.7

Total  56.3 76.0 61.9 56.8 62.7 61.2
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Table 3.19 Median exit RRs, by HA-benefit status, labour force status and gender, 
2000-01 SIHC 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Males   

PT 49.2 65.3 71.5 49.6 50.8 51.3
UN 47.4 65.6 64.0 58.2 53.7 53.9

NILF 51.4 63.0 65.5 59.3 56.8 58.3

Total  50.0 64.7 65.7 58.7 53.6 56.8

   

Females   

PT 53.3 70.5 69.3 63.8 66.4 66.3
UN 55.6 64.8 75.2 56.0 64.7 63.1

NILF 51.7 69.7 69.6 60.8 69.3 66.3

Total  52.1 69.6 70.0 60.7 67.7 66.1

   

All   

PT 51.4 70.4 69.4 59.6 64.4 64.6
UN 49.6 65.1 71.5 57.8 60.0 58.6

NILF 51.6 69.3 67.7 60.4 67.7 64.1

Total  51.2 68.7 68.2 60.0 65.7 63.7
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Table 3.20 Median exit RRs, by HA-benefit status, labour force status and gender, 
HILDA wave 1 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Males   

PT 59.0 73.1 61.3 58.2 54.5 56.1
UN 56.4 78.0 58.8 53.2 60.6 58.3

NILF 53.7 70.2 58.0 50.6 60.0 53.5

Total  54.5 73.1 58.6 51.5 57.9 55.0

   

Females   

PT 60.6 81.0 66.8 59.3 68.3 67.6
UN 61.1 79.4 52.5 64.1 60.9 62.4

NILF 54.4 79.5 67.0 57.9 70.3 65.5

Total  57.3 80.0 66.8 58.2 68.8 66.4

   

All   

PT 60.4 80.7 64.3 59.2 66.0 64.9
UN 57.7 78.0 56.4 56.0 60.7 59.6

NILF 53.9 79.5 63.6 54.7 68.7 61.0

Total  55.3 79.5 63.2 55.8 66.5 62.4
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Table 3.21 Persons with exit RRs higher than 75 per cent, by HA-benefit status, labour 
force status and gender, 2000-01 SIHC 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Males   

PT 0.0 0.0 33.3 0.0 3.3 3.9
UN 0.0 0.0 22.2 8.6 0.0 5.9

NILF 4.1 15.4 14.3 12.1 23.5 15.0

Total  2.1 6.5 17.8 10.5 13.4 10.9

   

Females   

PT 15.4 29.7 27.3 9.0 13.5 14.3
UN 8.7 6.9 52.2 15.4 10.5 17.0

NILF  32.6 32.7 13.1 26.1 21.8

Total  3.7 28.3 33.9 12.8 18.8 18.8

   

All   

PT 6.5 26.2 28.6 6.9 11.7 12.3
UN 2.7 4.8 39.0 11.3 6.3 11.0

NILF 2.1 31.0 27.6 12.8 25.5 19.8

Total  2.8 25.3 29.3 12.0 17.7 16.5
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Table 3.22 Persons with exit RRs higher than 75 per cent, by HA-benefit status, labour 
force status and gender, HILDA wave 1 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Males   

PT 13.3 0.0 15.8 3.2 7.5 7.8
UN 4.9 100.0 13.6 8.1 11.2 9.8

NILF 1.8 0.0 11.5 3.8 24.4 12.0

Total  4.5 33.3 12.6 4.7 14.6 10.4

   

Females   

PT 0.0 78.9 33.3 12.8 25.2 24.4
UN 12.5 64.3 25.0 9.1 17.8 20.5

NILF 1.4 58.6 27.7 16.3 34.0 27.4

Total  2.5 62.1 28.1 15.3 28.3 25.8

   

All   

PT 4.5 75.0 25.6 10.7 21.2 20.5
UN 7.0 66.7 19.0 8.4 13.9 14.0

NILF 1.6 58.0 21.9 12.0 31.5 22.7

Total  3.5 61.5 22.0 11.4 24.5 21.0
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3.3 Entry Replacement Ratios  
Entry RRs are a further indicator of disincentive effects created by the interaction 
between tax-transfer systems. As set out formally in Section 2.4, entry RRs apply to 
persons in employment, and refer to their net disposable income if they were to 
become unemployed relative to their net disposable income in paid employment. In 
this case actual earnings in the state of employment can be observed, and it is the 
income that would be received in the ‘hypothetical’ state of non-work that must be 
imputed from the individual’s circumstances and the parameters of the various 
transfer programs. If an individual faces a high entry RR the financial loss associated 
with losing or leaving their job is small. This may reduce the incentive to retain jobs, 
leading to a higher separation rate for those in employment, and reduce the search 
intensity for new jobs for those faced with retrenchment, leading to a lower rate of 
transition back into work.  

Entry RR estimates are given in terms of mean and median RRs together with the 
percentage of persons with RRs greater than 75 and 100 per cent. They are 
presented separately for full-time and part-time workers, and for all workers in total.  

Tables 3.23 and 3.24 present sample numbers for those in employment according to 
HA-benefit status and labour force status. The available observations in the SIHC are 
too small to make meaningful inferences regarding those receiving CRA (BN), or 
those receiving CRA (BN) and CRA (FP) in wave 1 of HILDA.  

 

Table 3.23 Sample numbers, HA-benefit status by labour force status, 2000-01 SIHC 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

FT 8 40 55 14 3,881 3,998

PT 31 42 42 101 821 1,037

Total 39 82 97 115 4,702 5,035

 

 
Table 3.24 Sample numbers, HA-benefit status by labour force status, HILDA wave 1 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

FT 18 4 77 31 3,350 3,480 

PT 44 19 40 140 962 1,205 

Total 62 23 117 171 4,312 4,685 
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3.3.1 Entry Replacement Ratios by Housing Assistance Status and Labour 
Force Status 

Tables 3.25 and 3.26 reveal that both HA and non-HA beneficiaries face very high 
entry RRs relative to non-beneficiaries. This arises primarily because HA and/or 
benefit eligibility is associated with low income (and earnings), and thus benefit 
entitlement in unemployment is high relative to earnings for beneficiaries while in 
employment.45 Based on data from both the SIHC and HILDA, mean entry RRs for 
full-time workers in public housing are around 75 per cent – suggesting they would 
experience only a 25 per cent reduction in real disposal income if they were to quit or 
lose their job. As expected, entry RRs are higher for part-time workers in public 
housing, particularly within the HILDA sample where the mean entry RR for part-time 
workers is estimated to be 88 per cent. For full-time workers in public housing 
average entry RRs are markedly higher than for workers who receive no benefits and 
no HA, although part-time employed non-beneficiaries do face entry RRs in the 
vicinity of 75 per cent. 

Some employed persons in public housing face entry RRs in excess of 100 per cent, 
meaning that they would be financially better off not working at all. While this applies 
to just under 5 per cent of workers based on the SIHC, as many as one in every five 
part-time workers in public housing would be financially better off not working at all 
based on HILDA wave 1. For workers in receipt of CRA (FP) entry RRs are of similar 
magnitude though slightly lower when compared to those in public housing according 
to the SIHC. As discussed, sample sizes preclude inferences to be made for the 
other CRA populations. 

The final columns for workers in total in Tables 3.25 and 3.26 show a very close 
concordance between the estimates for the SIHC and HILDA, offering validation of 
the underlying methodology. As would be expected there is greater variation within 
columns with smaller cell counts.  

 

Table 3.25 Entry RRs, HA-benefit status by labour force status, SIHC 2000-01 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Mean entry RR    

FT 82.8 66.8 76.4 75.6 48.8 49.5

PT 75.7 81.3 84.0 81.0 75.4 76.5

Total 77.2 74.3 79.7 80.3 53.5 55.1
       

Median entry RR    

FT 77.8 67.9 77.9 73.1 49.0 49.7

PT 78.5 81.1 85.2 82.6 75.1 76.5

Total 78.2 73.3 79.6 81.9 52.2 53.7
       

Entry RR>75 per cent     

                                                 
45 The mean annual wage of non-beneficiaries is over $37,000 (over $40,000), as compared to under $23,000 for 
beneficiaries (under $28,000) in the SIHC (HILDA) sample.  
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FT 62.5 20.0 61.8 50.0 4.9 6.1

PT 54.8 66.7 78.6 72.3 50.2 54.3

Total 56.4 43.9 69.1 69.6 12.8 16.0
   

Entry RR>100 per cent     

FT 12.5 0.0 3.6 7.1 0.4 0.5

PT 0.0 4.8 4.8 4.0 6.7 6.1

Total 2.6 2.4 4.1 4.3 1.5 1.6

 
Table 3.26 Entry RRs, HA-benefit status by labour force status, HILDA wave 1 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

Mean entry RR    

FT 73.4 75.4 70.9 79.2 47.7 48.7

PT 75.4 81.7 88.0 78.3 72.7 74.1

Total 74.8 80.6 76.7 78.4 53.3 55.2
       

Median entry RR    

FT 72.2 71.0 67.6 74.3 46.8 47.6

PT 74.9 79.0 84.4 76.3 72.6 73.6

Total 73.7 78.6 71.5 76.0 51.0 52.9
       

Entry RR>75 per cent     

FT 38.9 25.0 32.5 48.4 5.6 6.8

PT 47.7 73.7 70.0 51.4 44.1 46.4

Total 45.2 65.2 45.3 50.9 14.2 17.0
       

Entry RR>100 per cent     

FT 0.0 0.0 6.5 12.9 1.0 1.3

PT 6.8 5.3 20.0 9.3 6.3 7.1

Total 4.8 4.3 11.1 9.9 2.2 2.8
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3.3.2 The Effect of the Removal of Housing Assistance on Entry 
Replacement Ratios 

Tables 3.27 and 3.28 illustrate the effect on RRs of removing HA (keeping all else 
constant). We noted previously that the removal of HA to public housing tenants 
reduced exit RRs for rebated public housing tenants. Likewise, in the context of entry 
RRs far fewer public housing tenants fall into unemployment traps if HA were 
removed. The mean and median entry RRs for those in public housing fall by around 
10 percentage points. This drop is also associated with a large fall in the proportion 
facing entry RRs in excess of 75 per cent. 

We discussed the different RR outcomes experienced by CRA and public renters in 
the context of the exit RR and the reader is referred to that analysis which has 
obvious connections to the present discussion. We restrict attention here to a brief 
outline of how a hypothetical removal of HA may affect the entry RRs of the various 
beneficiary and non-beneficiary categories.  

A removal of HA will cause the entry RRs of non-HA beneficiaries and non-
beneficiaries to fall, though to a lesser extent than HA beneficiary groups. This is 
because non-HA and non-beneficiaries do not receive HA while employed, but some 
in these groups may become HA beneficiaries when they leave paid employment. 
For example, an employed female private rental tenant with dependent children may 
receive Parenting Allowance (a benefit). She is entitled to FTB but may be receiving 
FTB at or below the base rate while employed due to her earned income, making her 
ineligible for CRA (FP), which can only be paid to persons receiving FTB above the 
base rate. When she leaves employment, her wages fall to zero. She may then 
become eligible for FTB above the base rate, and therefore become eligible to 
receive CRA (FP). She is categorised as a benefit recipient with no HA (her original 
state), but she is entitled to receive HA when she leaves paid employment. Thus, her 
entry RR is affected by the removal of HA. Another employed female private rental 
tenant with dependent children may receive neither Parenting Allowance nor FTB 
because of high earned income while employed. When she leaves paid employment, 
she too becomes eligible for CRA (FP) if she becomes entitled to FTB at above the 
base rate. She is categorised as a person with no benefits and no HA (her original 
state), but she is entitled to receive HA when she leaves paid employment. Thus, her 
entry RR is affected by the removal of HA. 

 

Table 3.27 Entry RRs, with and without HA, by HA-benefit status, SIHC 2000-01 

Labour force 
status 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

With HA      

Mean entry RR 77.2 74.3 79.7 80.3 53.5 55.1

Median entry RR 78.2 73.3 79.6 81.9 52.2 53.7

Entry RR>75 56.4 43.9 69.1 69.6 12.8 16.0

Entry RR>100 2.6 2.4 4.1 4.3 1.5 1.6

       

No HA      

Mean entry RR 74.7 72.2 68.9 79.5 52.6 54.0

Median entry RR 75.8 70.7 68.5 79.2 51.7 53.0
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Entry RR>75 51.3 39.0 32.0 66.1 12.4 14.7

Entry RR>100 2.6 2.4 4.1 4.3 1.4 1.5
 

Table 3.28 Entry RRs, with and without HA, by HA-benefit status, HILDA wave 1 

CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits, 
no HA

No benefits, 
no HA Total

With HA   

Mean entry RR 74.0 88.0 80.5 91.3 58.9 59.9

Median entry RR 77.3 78.6 76.3 88.3 56.8 57.6

Entry RR>75 57.1 60.0 54.2 71.1 17.8 19.4

Entry RR>100 0.0 20.0 11.9 23.7 1.8 2.3

       

No HA   

Mean entry RR 74.8 80.6 76.7 78.4 53.3 55.2

Median entry RR 73.7 78.6 71.5 76.0 51.0 52.9

Entry RR>75 45.2 65.2 45.3 50.9 14.2 17.0

Entry RR>100 4.8 4.3 11.1 9.9 2.2 2.8

 
3.3.3 Trends in Entry Replacement Ratios over Time 
As with our previous analyses the three SIHC surveys can be used to investigate 
changes in entry RRs from 1996-97 to 2004-05. Table 3.29 shows that between 
1996-97 and 2000-01, mean and median entry RRs increased for public housing 
tenants, CRA (FP) beneficiaries and non-HA beneficiaries.  

The increase in entry RRs among public housing tenants and non-HA beneficiaries 
can be attributed in part to the rise in retirement annuities over the relevant years. 
Public housing tenants and non-HA beneficiaries are more likely to be aged 55-64 
years than other groups in both 1996-97 and 2000-01.46 Hence, their entry RRs are 
more likely to be affected by the increase in retirement annuities than other groups. 
While there are no employed CRA (FP) beneficiaries aged 55-64 years in both years, 
entry RRs appear to have risen also for this group. A reason is that CRA (FP) 
beneficiaries’ mean reported annual wage actually fell by 9.7 per cent between 1996-
97 and 2000-01 (small sample numbers may influence the results). All other groups 
experienced an average rise in wage of over 10 per cent. Both CRA (BN) 
beneficiaries and non-beneficiaries experienced a decline in mean and median entry 
RRs, the decline being more significant for the former than the latter group. However, 
the available observations are too small to make meaningful inferences regarding 
those receiving CRA (BN). 

The estimates reveal only very small changes in entry RRs from 2000-01 to 2004-05 
with no clear discernible pattern evident. 

 

                                                 
46 Retirement annuities have been imputed for persons aged 55-64 only, as these are persons who have passed the 
compulsory superannuation preservation age.  
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Table 3.29 Entry RR trends, by HA-benefit status, 1996-97 to 2004-05, per cent 

Tax-benefit regime 
CRA 
(BN) 

CRA 
(FP)

Public 
housing

Benefits
, no HA

No 
benefits, 

no HA Total

Mean entry RR  

1996-97 81.6 70.4 78.3 78.9 54.4 56.2

2000-01 77.2 74.3 79.7 80.3 53.5 55.1

2004-05 78.0 73.6 79.8 80.6 53.6 55.2

   

Median entry RR  

1996-97 82.0 67.7 76.9 79.1 52.9 54.3

2000-01 78.2 73.3 79.6 81.9 52.2 53.7

2004-05 79.6 72.8 79.9 81.5 52.2 53.8

   

Entry RR>75 per cent 

1996-97 82.1 40.5 59.6 65.3 12.1 15.6

2000-01 56.4 43.9 69.1 69.6 12.8 16.0

2004-05 59.0 41.8 68.0 67.8 13.3 16.4

   

Entry RR>100 per 
cent  

1996-97 0.0 5.1 4.1 2.0 1.6 1.7

2000-01 2.6 2.4 4.1 4.3 1.5 1.6

2004-05 2.6 2.2 4.1 4.3 1.5 1.7

   

Sample   

1996-97 28 83 146 157 4,925 5,339

2000-01 39 82 97 115 4,702 5,035

2004-05 39 91 97 115 4,696 5,038
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3.4 Summary and Policy Implications 
3.4.1 Poverty Traps 
Our findings indicate that those receiving Commonwealth Government pensions and 
allowances (benefits) typically have substantially higher EMTRs than non-
beneficiaries, even though the latter have higher marginal income tax rates. 
Moreover, public housing rent setting methods have a substantial impact on EMTRs; 
in our hypothetical simulations, a removal of HA results in a halving of the proportion 
of public housing tenants with EMTRs exceeding 60 per cent. Part-time workers have 
particularly high EMTRs and are most prone to ‘severe’ poverty traps (EMTRs 
exceeding 60 per cent). Because the ‘stacking’ of CRA and other government 
allowances is avoided, CRA makes a negligible contribution to poverty traps for most 
beneficiaries. 

Our times series modelling is based on contemporaneous datasets for 1996-97 and 
2000-01. However, the EMTR estimates for 2004-05 are derived on a quite different 
experimental basis and are based on the application of the 2004-05 tax-transfer 
system to the 2000-01 SIHC dataset. One key finding from our times series analysis 
is that median EMTRs remained at 0 throughout the period for CRA recipients and at 
the 25 per cent level (equal to the withdrawal rate on the public housing subsidy) for 
public housing tenants. In other words, tax-transfer policies over the entire period had 
no effect on the value of EMTRs for at least half of all HA recipients. 

Our results also indicate that there was only a small increase in mean EMTRs for 
beneficiaries, other than public housing beneficiaries, from 1996-97 to 2000-01. The 
only major real change in the government transfer system has been a fall in the 
FTB(A) lower taper rate from 30 per cent to 20 per cent which will have had the effect 
of reducing EMTRs. This impact was offset by that arising from bracket creep type 
effects linked to the absence of full tax indexation. 

3.4.2 Unemployment Traps 
For the typical person not presently employed, nearly three-quarters of predicted 
income (from all sources) in employment is replaced by non-wage income from all 
sources. Our findings suggest that 77 per cent of CRA (FP) beneficiaries face exit 
RRs exceeding 75 per cent, as compared to 41 per cent of public housing tenants 
and 20 per cent of the CRA (BN) group. The comparable figure for the working age 
sample is 39 per cent. 

An important explanation of the severity of unemployment traps among CRA (FP) 
beneficiaries is the withdrawal of FTB as well as CRA and other benefits on transition 
into employment. If CRA and public housing rent subsidy were removed, public 
housing tenants experience the greater reduction in RRs. 

The estimates presented in our study suggest a high degree of stability in exit RRs 
over the 1996-97 to 2000-01 time period. This was a period covered by the July 2000 
welfare reforms. As such, the results suggest that the welfare reform package had 
relatively minor impacts on exit RRs or at least were offset by other labour market 
and tax-transfer impacts over the four year time period (1996-97 to 2000-01). The 
estimates reveal a small across the board reduction in exit RRs from 2000-01 to 
2004-05. 
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Workers in part-time employment are not ‘trapped’ by the effects of interaction 
between government benefits (including HA) and taxation. The proportion of 
predicted income (when in full-time employment) that is replaced by income when in 
part-time employment, is below the RR typical among the unemployed and NILF. 
However, the proportion of actual income when in part-time employment that is 
replaced by predicted income when not employed is very high, reflecting the low 
earnings of part-time workers. They may not be ‘trapped’ into part-time employment 
by work disincentives that deter additional labour supply; but they are encouraged to 
withdraw from part-time employment by very high entry RRs. Most part-time workers 
are female, so this is particularly relevant to female labour supply. 

Workers in employment (of any kind) generally have very high RRs if they are eligible 
for HA and/or other government benefits when employed. These findings are not 
surprising as this sub-group of workers have low earnings when employed. It is this 
group of workers who are most likely to quit due to lack of work incentives. 

Unemployment traps among working age persons not presently employed are 
particularly severe, and even worse if HA is received. Though CRA (FP) have the 
highest RRs, reforms that ‘de-couple’ HA from income would have the greatest 
impact on public housing tenants’ RRs. We find no evidence for the view that part-
time workers are ‘trapped’ because of disincentives to move into full-time work.  
Rather, high RRs created by HA, other government benefits and increased tax 
liabilities blunt the incentive to move into part-time work in the first place, as opposed 
to withdrawing or remaining withdrawn from the labour market completely. 
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4 CHAPTER 4 RESEARCH DIRECTIONS 
Having generated the EMTRs and RRs within the HILDA dataset the major focus of 
future research will be on determining the impact of HA on labour market outcomes. 
An initial task is to expand on the work of Whelan (2004a) who estimated the effects 
of HA eligibility upon the likelihood of participating in the labour force and on the 
number of hours worked for those in employment. With the benefit of the EMTR and 
RR variables it is possible to more explicitly model the effect of financial incentives on 
labour supply and to test whether there are supply responses to ‘kinks’ in the budget 
constraint – clustering at points where the financial incentive to increase hours of 
work changes abruptly. 

A second approach to determining the effect of financial incentives associated with 
HA is to exploit the longitudinal nature of the HILDA data to model the effect of 
EMTRs and RRs upon economic participation and the role of HA. This can be done 
by estimating models of the probability of an individual making selected transitions 
(such as from non-employment to employment) and models of earnings growth in 
which EMTRs and RRs are included among the explanatory variables. HILDA is an 
ongoing survey of a panel of respondents. During the life of the survey there will be 
changes to the parameters of HA programs, with different impacts on sub-groups of 
eligible households. Where these sub-groups have similar socio-economic and 
demographic characteristics, there is the opportunity to conduct ‘natural 
experiments’. The difference in differences estimator can then be used to assess the 
impact of the changes and thus to provide evidence on the importance of financial 
incentives to employment outcomes. 

State Housing Authorities also differ in terms of the rules applied in determining 
rents. In particular, assessable income is defined in different ways depending on the 
state of residence. There is then a second opportunity to conduct natural 
experiments. Two households with exactly the same socio-economic and 
demographic characteristics can be charged different rents for the same 
accommodation if they live on either side of a state boundary. In such circumstances 
it becomes possible to isolate the impact on employment outcomes of financial 
incentives attributable to differences in State Housing Authority rent setting rules. 

The wealth of variables in HILDA also permits researchers to attempt to distinguish 
between competing explanations for the link between HA eligibility and labour market 
outcomes. The availability of HA may have both positive and negative effects on 
labour market outcomes, and these effects may operate through a variety of 
channels. This report explores only the extent of financial disincentives to labour 
market participation facing HA recipients. Other variables which can be used to test 
the effect of financial disincentives and other hypotheses include the ABS generated 
deciles of socio-economic disadvantage and resources of the collection district in 
which the individual lives; attitudinal variables about their neighbourhood; and data 
on job search effort, reservation wages, preferred number of hours worked and 
individual’s perceptions of their main barriers to employment. Following the neo-
classical theory, for example, changes in RRs should impact upon the reservation 
wage individuals set if they are also to impact upon employment outcomes. 



 

63 

5 APPENDIX TABLES 
Table A1 HILDA wave 1 and 2000-01 SIHC concordance 

Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

HILDA HOUSEHOLD FORM    
Household ID ahhrhid hhidh  

Randomised area identifier (common CD) ahhraid   

State ahhstate stateh  

Date of completion of Household Form ahhcompi; ahhcompf   

Number of interviewer contacts ahhcalls   

Final status ahhresp   

    

Household member demographics (for every person in household) 
Total number of in-scope persons in household ahhpers   

Age ahgage1 to ageage12 agecp  

Sex ahgsex1 to aghsex12 sexp  

Fraction of time spent living at address ahgfpt1 to ahgftp12   

Proportion of time spend living at this address ahgtih1 to ahgtih12   

English language use at home ahgeng1 to ahgeng12   

English language speaking ability ahgeab1 to ahgeab12   

Long-term disability; chronic health condition ahglth1 to ahglth12   
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

Relationship status ahgms1 to ahgms2 mstatcp  

Labour force status ahges1 to ahges12 lfstbcp  

Personal interview status / outcome ahgivw1 to ahgivw12   

SCQ outcome ahgscq1 to ahgscq12   

    

Relationship grid    

Intra-household relationships arg02_01 to arg12_11 poshhcp; dcomph; 
hhtypeh 

 

    

Interviewer observations    

Type of residence adotype dweltyph  

Condition of residence adocond   

Security features of premises adosec1 to adosec10; 
adosecna; adosecno 

  

High rise buildings in street adohrise   

Main reason for refusal - initial fieldwork adorirea   

Main reason for refusal - follow-up adorfrea   

Refusing person's sex - initial fieldwork adorisex   

Refusing person's sex - follow-up adorfsex   

Refusing person's age - initial fieldwork adoriage   
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

Refusing person's age - follow-up adorfage   

    

HILDA HOUSEHOLD QUESTIONNAIRE    

Date of interview ahhqivw qtritrwu household(H) vs income 
unit(S) 

Person number of persons answering questions ahhp1 to ahhp3 pno household(H) vs income 
unit(S) 

Title of person providing most information for HQ ahhtitle   

    

Childcare    

ALL Available Not available  

Household characteristics    

Number of bedrooms ahsbedrm nbedh  

Residence ownership status ahstenur tenureh  

Landlord type ahsllord lndldh  

Rent payment ahsrnt wkrentch month(H) vs week(S) 

Rent-buy arrangements ahsrntby   

Boarder status ahsbrd   

Number of household members paying board ahsbrdno   

Renter IDs ahsbid1 to ahsbid12    
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

ahsbidna; ahsbidr 

First home ahspown   

Value or residence ahsvalue hvaluech  

Amount owing on institutional home loan ahsmgowe; ahsmgpd; 
ahsmguse 

  

Usual institutional home loan repayments per month ahsmg   

Institutional home loan repayment schedule status ahsmgsch   

Year expected to pay off institutional home loan ahsmgfin   

Home loan from others ahslnowe; ahslnoth   

Other home loans secured against home ahsslowe; ahssluse   

Repayments on other home loans per month ahssl   

How housing provided ahsfrea   

Estimated market rental equivalent from rent-free 
persons 

ahsfa   

Number of registered vehicles amvncar; amvnbike   

ALL expenditure variables Available Not available  

Subjective income adequacy axpstres   

    

HILDA PERSON QUESTIONNAIRE    

Date of interview ahhidate qtritrwu person(H) vs income unit(S) 
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

Randomised person ID ahhrpid   

Person number ahhpno pno person(H) vs income unit(S) 

Age ahhgage agecp  

Sex ahgsex sexp  

Fraction of time spent living at address ahgfpt   

Proportion of time spend living at this address ahgtih   

English language use at home ahgeng   

English language speaking ability ahgeab   

Long-term disability; chronic health condition ahglth   

Relationship status ahgms mstatcp  

Labour force status ahges lfstbcp  

Personal interview status / outcome ahgivw   

SCQ outcome ahgscq   

    

Country of birth and language    

Country of birth aancob cob  

Year of arrival aanyoa yoa  

English language aanengf   

Indigenous origin aanatsi   
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

    

Family background    

ALL Available Not available  

    

Education    

Age left school aedagels sutdstcp  

Highest year of school completed aedhists   

Type of school attended aedtypes   

Completed schooling overseas aedoss   

Country where schooling completed aedcos   

Ever enrolled in course of study aedqenr   

Type of post-school qualifications aedq01 to aedq25; aedq 
variables 

hqualcp  

Type of nursing qualification aednrs1 to aednrs9   

Type of teaching qualification aedtch1 to aedtch6   

Country where post-school education completed aedcoq   

Current education enrolment aedcqfpt studstcp  

Type of qualification being studied for aedcq1 to aedcq25; 
aedcq variables 

  

Type of nursing qualification being studied for aedcnrs1 to aedcnrs9   
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

Type of teaching qualification being studied for aedctch1 to aedctch6   

    

Employment history and status    

Period since left school aehtseyr; aehtsemt; 
aehtseha 

yrlschcp; mthschcp S: persons aged 15-19 only 

Years in paid work aehtjbyr; aehtjbmt   

Years unemployed aehtujyr; aehtujmt   

Years NILF aehtoyr; aehttomt   

Total years aehttot   

Main activity during time NILF aehmacto nilfstcp  

Labour force status aesbrd; aesdtl lfstbcp  

Ever spent time in paid work aestjb   

Time since last worked for pay aujtsjha; aujmtu; aujyru durunemp  

ALL characteristics of last job variables for those not 
currently in paid work 

Available Not available  

    

Persons in paid employment    

Hours worked ajbhrv; ajbhru hrswkacp  

Change in hours of work since last year ajbhrcly   

Hours worked per week one year age ajbhrly   
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

Reason for working part-time ajbptrea   

Whether prefer to work more or fewer hours ajbhrcpr   

Preferred hours of work - all current jobs ajbprhr   

Multiple job-holding ajbn nrjobscp  

Hours worked in main job ajbmhrv; ajbmhru hrswkmcp  

Days of the week usually worked ajbmday   

Specific days worked ajbmday1 to ajbmday7   

Number of days usually worked in 4-week period ajbmmth   

Shift work arrangements ajbmsch   

Occupation in main job ajbmocc2 occcp  

Years in current occupation ajboccyr; ajboccwk; 
ajboccha 

  

Current job tenure ajbemlyr; ajbemlwk; 
ajbemlha 

  

Industry ajbmind2 indcp  

Works at home ajbmh   

Working at home is formal arrangement ajbmagh   

Hours worked from home vary ajbmhrhv   

Hours usually worked from home ajbmhrh   

Union membership ajbmunio   
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

Annual leave ajbmhl   

Sick leave ajbmsl   

Type of employer / business ajbmmplr   

Type of contract ajbmcnt   

Contract renewal expectations ajbmcntr   

Employed through labour hire firm ajbmlh   

Likelihood of losing job in next 12 months ajbmploj   

Likelihood of finding replacement job ajbmplej   

PAYE status ajbmpaye   

Supervisory responsibilities ajbmsvsr   

Workplace size ajbmwpsz   

Employer / business has more than one location in 
Australia 

ajbmmwp   

Firm size ajbmemsz   

Satisfaction with total pay ajbmspay   

Satisfaction with job security ajbmssec   

Satisfaction with the work itself ajbmswrk   

Satisfaction with hours of work ajbmshrs   

Satisfaction with flexibility to balance work & non-work 
commitments 

ajbmsflx   
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

Overall job satisfaction ajbmsall   

Search for new job in last 4 weeks ajbnewjs   

Intended retirement age artiage1   

    

Persons not in paid employment    

ALL Available Not available  

    

Current week's income    

Amount of most recent pay awscmga; awschave iwsucp S: week's pay 1st & 2nd 
jobs 

ALL current income variables except awscmga Available Not available  

    

Current week's pensions and benefits    

Age Pension abncapa; abncap iagecp fortnight(H) vs week(S) 

Pensioner or beneficiary status abncoth1   

Means-tested pension or allowance payments abnca1/abncw1; abnc 
variables 

Means-tested govt tfrs 
variables 

 

War Widows Pension abncwara/abncwarw; 
abncwar 

iwarwcp  

DVA Disability Pension abncdvaa/abncdvaw; 
abnceva 

idisbcp  
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

Carer Allowance abncscka/abncsckw; 
abncsck 

icareacp  

Overseas pensions or benefits  abncospa/abncospw; 
abscosp 

ioseascp  

Other pension or benefit abncotha/abncothw; 
abncoth2 

  

   Mobility Allowance abncmoba/abncmobw; 
abncmob 

  

   Bereavement Allowance abncbrvw/abncbrva; 
abncbrv 

  

   Pensioner Education Supplement abncpeda/abncpedw; 
abncped 

  

   GST compensation / Government pension bonus abncgsta/abncgstw; 
abncgst 

  

   Child care benefit (CCB) abncccbw/abncccba; 
abncccb 

  

   Double Orphan Pension abncdora/abncdorw; 
abncdor 

  

   Community Development Employment Project abnccdea/abnccdew; 
abnccde 

  

   Pension or benefit - not enough info to classify abncneia/abncneia; 
abncnei 

  

   None / refused / don't know abncnon2; abncref2;   



 

74 

Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

abncdk2 

    

Last financial year income    

Gross annual wage and salary income awsfga; awsfhave iwstpp  

Total after tax and deduction income awsfna; awsfnk   

Applicable deductions awsftax;  awsfsup   

Business income status abifhave   

Pre-tax wage and salary from incorporated businesses 
excl. dividends 

abifiga; abifinc   

Dividend income from own incorporated business abifdiva; abifdiv   

Profit or loss from non-limited liability businesses abifuga; abifup; abifuinc iobtpp; iobtppf  

Income from interest aoifinta; aoifint iintpp  

Income from dividends on shares from investments aoifdiva; aoifdiv idivtpp  

Income from royalties aoifroya; aoifroy iroyalpp  

Income from renting property aoifrnta; aoifrntp; aoifrnt irentpp; irentppf  

    

Last financial year pensions or benefits    

Pensioner or beneficiary status abnfhave Can be derived from the 
SIHC 

 

Age Pension abnfapa; abnfapf; 
abnfaph; abnfapw; 

iagepp  
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

abnfap 

NSA abnfnwsa; abnfnwsf; 
abnfnwsh; abnfnwsw; 
abnfnws 

inewstpp  

MAA abnfmaa; abnfmaf; 
abnfmah; abnfmaw; 
abnfma 

imatupp  

MAPA abnfmapa; abnfmapf; 
abnfmaph; abnfmapw; 
abnfmap 

  

DVA Service Pension abnfsrva; abnfsrvf; 
abnfsrvh; abnfsrvw; 
abnfsrv 

iservpp  

DSP abnfdspa; abnfdspf; 
abnfdsph; abnfdspw; 
abnfdsp 

idsupppp  

DVA Disability Pension abnfdvaa; abnfdvaf; 
abnfdvah; abnfdvaw; 
abnfdva 

idisbpp  

Wife Pension abnfwfpa; abnfwfpf; 
abnfwfph; abnfwfpw; 
abnfwfp 

iwifepp  

Carer Payment abnfcrpa; abnfcrpf; 
abnfcrph; abnfcrpw; 

icareppp  
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

abnfcrp 

Carer Allowance abnfcraa; abnfcraf; 
abnfcrah; abnfcraw; 
abnfcra 

icareapp  

Sickness Allowance abnfscka; abnfsckf; 
abnfsckh; abnfsckw; 
abnfsck 

isickpp  

Widow Allowance abnfwdwa; abnfwdwf; 
abnfwdwh; abnfwdww; 
abnfwdw 

iwidowpp  

DVA War Widow's Pension abnfwara; abnfwarf; 
abnfwarh; abnfwarw; 
abnfwar 

iwarwpp  

Special Benefit abnfspa; abnfspf; 
abnfsph; abnfspw; 
abnfsp 

ispecpp  

Partner Allowance abnfprta; abnfprtf; 
abnfprth; abnfprtw; 
abnfprt 

ipartnpp  

Youth Allowance abnfytha; abnfythf; 
abnfythh; abnfythw; 
abnfyth 

iyouthpp  

Austudy/Abstudy abnfstya; abnfstyf; 
abnfstyh; abnfstyw; 
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

abnfsty 

Parenting Payment abnfpnta; abnfpntf; 
abnfpnth; abnfpntw; 
abnfpnt 

iparenpp  

Overseas pensions or benefits  abnfospa; abnfospf; 
abnfosph; abnfospw; 
abnfosp 

ioseaspp  

Mobility Allowance abnfmoba; abnfmobf; 
abnfmobh; abnfmobw; 
abnfmob 

  

Bereavement Allowance abnfbrva; abnfbrvf; 
abnfbrvh; abnfbrvw; 
abnfbrv 

  

Pensioner Education Supplement abnfpeda; abnfpedf; 
abnfpedh; abnfpedw; 
abnfped 

  

GST compensation / Government pension bonus abnfgsta; abnfgstf; 
abnfgsth; abnfgstw; 
abnfgst 

  

Other pension or benefit abnfotha; abnfothf; 
abnfothh; abnfothw; 
abnfoth 

  

   CCB abnfccba; abnfccbf; 
abnfccbh; abnfccbw; 
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

abnfccb 

   Double Orphan Pension abnfdora; abnfdorf; 
abnfdorh; abnfdorw; 
abnfdor 

  

   Community Development Employment Project abnfcdea; abnfcdef; 
abnfcdeh; abnfcdew; 
abnfcde 

  

   Pension or benefit - not enough info to classify abnfneia; abnfneif; 
abnfneih; abnfneiw; 
abnfnei 

  

   Refused abnfref   

    

Last financial year income from other sources    

Superannuation / annuity aoifsupa; aoifsup isuperpp  

Child support / maintenance aoifcsa; aoifcs ichldspp  

Worker's compensatino / Accident or sickness 
insurance 

aoifwkca; aoifwkc iwcomppp  

Parental pocket money / allowance aoifpnta; aoifpnt   

Income from other persons not in the household aoifohha; aoifohh ipnhhpp  

Income from other sources aoifotha; aoifoth ioregupp  

Payment from none of above sources (flag) aoifnone   
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

Other income-related issues    

Credit card ownership flag acrhave   

Credit payment strategy acrpay   

    

Family formation    

ALL Available Not available  

    

    

Partnering    

ALL Available Not available  

    

Living in Australia    

ALL Available Not available  

    

Tracking information     

ALL Available Not available  

    

Interview situation    

ALL Available Not available  
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Variable HILDA variable name SIHC variable name Notes 
(H=HILDA; S=the SIHC) 

    

HILDA SELF-COMPLETION QUESTIONNAIRE    

    

General health and well-being     

ALL Available Not available  

    

Lifestyle and living situation     

ALL Available Not available  

Personal and household finances     

ALL Available Not available  

    

Attitudes about work and gender roles     

ALL Available Not available  

    

Attitudes about the job and workplace     

ALL Available Not available  

    

Parenting     

ALL Available Not available  
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Table A2 Tax-benefit modelling assumptions and details, by dataset and tax-benefit regime 

Tax-benefit regime 1996-97 2000-01 2004-05 2000-01 

Dataset 1996-97 SIHC 2000-01 SIHC 2000-01 SIHC HILDA wave 1 

Deflator Not applicable: 
Contemporaneous tax-
benefit parameters applied

Not applicable: 
Contemporaneous tax-
benefit parameters applied

Deflator of (2004-05 CPI ÷ 
2000-01 CPI) applied to 
government transfer rates. 
Tax rates are not indexed 
according to CPI. 
Therefore, the deflator is 
not applied to tax rates 

Not applicable: 
Contemporaneous tax-
benefit parameters applied 

     

Sample Definitions and Assumptions 

Sample composition Working age persons Working age persons Working age persons Working age responding 
persons with responding 
partners (if in couple income 
unit) 

Sample size 13,675 persons 12,331 persons 12,331 persons 10,518 persons 

Dependent child Existing variable Existing variable Existing variable Derived variable defined as 
all persons aged under 16 
who are living at home, or 
persons aged 16-24 who 
are studying full-time, single 
and have no dependent 
children 

Number of 
dependent children 
aged under 13 

Existing variable Because the number of 
dependent children aged 
10-12 and 13-14 are 

Because the number of 
dependent children aged 
10-12 and 13-14 are 

Derived variable based on 
age of dependent children 
variable 
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Tax-benefit regime 1996-97 2000-01 2004-05 2000-01 

Dataset 1996-97 SIHC 2000-01 SIHC 2000-01 SIHC HILDA wave 1 

summed under the 
category ‘Number of 
dependent children aged 
10-14, the number of 
children aged under 13 
and 13 or over are derived 
using a random 
assignment process 
based on proportions 
estimated from the 1996-
97 SIHC. This is 
necessary because the 
FTB(A) maximum rates 
income limits beyond 
which only the base rate is 
paid differ for income units 
with children aged under 
13 and 13 or over 

summed under the 
category ‘Number of 
dependent children aged 
10-14, the number of 
children aged under 13 
and 13 or over are derived 
using a random 
assignment process 
based on proportions 
estimated from the 1996-
97 SIHC. This is 
necessary because the 
FTB(A) maximum rates 
income limits beyond 
which only the base rate is 
paid differ for income units 
with children aged under 
13 and 13 or over 

     
Income and Assets     

Income measure Annualised current weekly 
income 

Annualised current weekly 
income 

Annualised current weekly 
income 

Financial year income 

Dividend-bearing 
assets 

Dividend-bearing assets 
are imputed based on 
income from dividends 
only 

Dividend-bearing assets 
are imputed based on 
income from dividends 
only 

Dividend-bearing assets 
are imputed based on 
income from dividends 
only 

Dividend-bearing assets are 
imputed based on income 
from dividends and royalties 
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Tax-benefit regime 1996-97 2000-01 2004-05 2000-01 

Dataset 1996-97 SIHC 2000-01 SIHC 2000-01 SIHC HILDA wave 1 

Interest-bearing 
assets 

Assessable interest-
bearing assets are 
imputed based on income 
from interest and other 
investments 

Assessable interest-
bearing assets are 
imputed based on income 
from interest and other 
investments 

Assessable interest-
bearing assets are 
imputed based on income 
from interest and other 
investments 

Assessable interest-bearing 
assets are imputed based 
on income from interest only 

     
Tax      

Personal income tax Tax-free threshold $5,400 Tax-free threshold $6,000 Tax-free threshold $6,000 Tax-free threshold $6,000 

Medicare levy Beyond the upper income 
limit, the levy is calculated 
at 1.7 per cent of taxable 
income. Family 
concessions apply 

Beyond the upper income 
limit, the levy is calculated 
at 1.5 per cent of taxable 
income. Family 
concessions apply 

Beyond the upper income 
limit, the levy is calculated 
at 1.5 per cent of taxable 
income. Family 
concessions apply 

Beyond the upper income 
limit, the levy is calculated at 
1.5 per cent of taxable 
income. Family concessions 
apply 

Non-refundable tax 
offsets 

Dependent spouse tax 
offset 

Pensioner tax offset 

Beneficiary tax offset 

Sole parent tax offset 

Low income tax offset 

Low income aged persons 
tax offset 

Superannuation pension 
or annuity tax offset 

Dependent spouse tax 
offset 

Senior Australians tax 
offset 

Pensioner tax offset 

Beneficiary tax offset 

Low income tax offset 

Superannuation pension 
or annuity tax offset 

 

Dependent spouse tax 
offset 

Senior Australians tax 
offset 

Pensioner tax offset 

Beneficiary tax offset 

Low income tax offset 

Superannuation pension 
or annuity tax offset 

 

Dependent spouse tax 
offset 

Senior Australians tax offset 

Pensioner tax offset 

Beneficiary tax offset 

Low income tax offset 

Superannuation pension or 
annuity tax offset 
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Tax-benefit regime 1996-97 2000-01 2004-05 2000-01 

Dataset 1996-97 SIHC 2000-01 SIHC 2000-01 SIHC HILDA wave 1 

Franking tax offset 

Refundable tax 
offsets 

 Franking tax offset Franking tax offset Franking tax offset 

Superannuation 
surcharge  

Not modelled: The 
surcharge had not yet 
been implemented. 

Employer superannuation 
contribution rate based on 
2002-03a average rate by 
industry (rates are listed in 
Table A3) 

Employer superannuation 
contribution rate based on 
2002-03b average rate by 
industry (rates are listed in 
Table A3) 

Employer superannuation 
contribution rate based on 
2002-03 a average rate by 
industry (rates are listed in 
Table A3) 

     
Government transfers  

Government 
transfers included in 
model 

Age Pension 

DSP 

Wife/Carer Pensionc  

Sole Parent Pension 

Parenting Allowance 

NSA 

Youth Training Allowance 

Mature Age Allowanced 

Sickness Allowance 

Special Benefit  

Widow Allowance  

Age Pension 

DSP 

Wife Pension 

Carer Payment 

Parenting Payment 

NSA 

Youth Allowance 

Mature Age Allowanced 

Sickness Allowance 

Special Benefit  

Widow Allowance  

Age Pension 

DSP 

Wife Pension 

Carer Payment 

Parenting Payment 

NSA 

Youth Allowance 

Mature Age Allowanced 

Sickness Allowance 

Special Benefit  

Widow Allowance  

Age Pension 

DSP 

Wife Pension 

Carer Payment 

Parenting Payment 

NSA 

Youth Allowance 

Mature Age Allowanced 

Sickness Allowance 

Special Benefit  

Widow Allowance  
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Tax-benefit regime 1996-97 2000-01 2004-05 2000-01 

Dataset 1996-97 SIHC 2000-01 SIHC 2000-01 SIHC HILDA wave 1 

Partner Allowance 

Child Disability Allowance 

Austudy 

DVA Service Pension  

DVA War Widow’s 
Pension 

DVA Disability Pension 

Family Payment 

Rent Assistance 

Pharmaceutical Allowance 

DVA War Widow’s Income 
Support Supplement 

Partner Allowance 

Carer Allowance 

Austudy 

DVA Service Pension  

DVA War Widow’s 
Pension 

DVA Disability Pension 

FTB 

Rent Assistance 

Pharmaceutical Allowance 

DVA War Widow’s Income 
Support Supplement 

Partner Allowance 

Carer Allowance 

Austudy 

DVA Service Pension  

DVA War Widow’s 
Pension 

DVA Disability Pension 

FTB 

Rent Assistance 

Pharmaceutical Allowance 

DVA War Widow’s Income 
Support Supplement 

Partner Allowance 

Carer Allowance 

Austudy 

DVA Service Pension  

DVA War Widow’s Pension 

DVA Disability Pension 

FTB 

Rent Assistance 

Pharmaceutical Allowance 

DVA War Widow’s Income 
Support Supplement 

Mature Age Partner 
Allowance 

Mobility Allowance 

Pensioner Education 
Supplement 

Double Orphan Pension 

CDEP Supplement 

Austudy/Abstudy It is not possible to tell 
Austudy and Abstudy 
beneficiaries apart in the 

Persons do not report 
whether they receive 
Austudy or Abstudy in the 

Persons do not report 
whether they receive 
Austudy or Abstudy in the 

It is possible to tell Austudy 
and Abstudy beneficiaries 
apart in HILDA. Thus, 
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Tax-benefit regime 1996-97 2000-01 2004-05 2000-01 

Dataset 1996-97 SIHC 2000-01 SIHC 2000-01 SIHC HILDA wave 1 

1996-97 SIHC. Thus, 
beneficiaries of the benefit 
category 
‘Austudy/Abstudy’ are 
treated as Austudy 
beneficiaries. 

2000-01 SIHC. Thus, 
persons who report 
income from ‘Other’ 
government transfers and 
meet all the eligibility 
criteria for receipt of 
Austudy are assigned 
Austudy recipient status 

2000-01 SIHC. Thus, 
persons who report 
income from ‘Other’ 
government transfers and 
meet all the eligibility 
criteria for receipt of 
Austudy are assigned 
Austudy recipient status 

Austudy and Abstudy living 
allowance entitlements are 
calculated separately 

FTB Not applicable: FTB was 
introduced in July 2000. 

It is possible to identify 
which member of the 
couple receives FTB on 
behalf of the family in the 
2000-01 SIHC 

 

It is possible to identify 
which member of the 
couple receives FTB on 
behalf of the family in the 
2000-01 SIHC 

 

It is not possible to identify 
which member of the couple 
receives FTB on behalf of the 
family in the 2000-01 SIHC. 
Thus, for male-female 
couples, FTB is assigned to 
the female, as females are 
more likely to receive FTB on 
behalf of the family than 
males. For same sex couples, 
FTB is assigned to the older 
partner. 

CCB Not applicable: CCB Was 
introduced in July 2000* 

Not modelled: It is not 
possible to observe 
whether a person receives 
CCB from the 2000-01 
SIHC 

Not modelled: It is not 
possible to observe 
whether a person receives 
CCB from the 2000-01 
SIHC 

Not modelled: It is possible to 
observe whether a person 
receives CCB from HILDA, 
but data limitations inhibit the 
modelling of CCB 
entitlements 
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Notes:     

a. The 2000-01 average rates are not used because the ABS did not publish data for that year. The rates for the closest year available are the 2002-03 rates. The employer 
superannuation contribution rates are not available for the agriculture, forestry and fishing industry. Therefore, the average for all industries is used for this industry. If the 
average rate for a particular industry is lower than the minimum employer contribution rate for that year, the minimum employer contribution rate is used for that industry. 
The minimum employer contribution rates are 8 and 9 per cent in 2000-01 and 2004-05 respectively.  

b. The 2004-05 average rates are not used because the ABS did not publish data for that year. The rates for the closest year available are the 2002-03 rates. The employer 
superannuation contribution rates are not available for the agriculture, forestry and fishing industry. Therefore, the average for all industries is used for this industry. If the 
average rate for a particular industry is lower than the minimum employer contribution rate for that year, the minimum employer contribution rate is used for that industry. 
The minimum employer contribution rates are 8 and 9 per cent in 2000-01 and 2004-05 respectively.  

c. The 1996-97 SIHC does not differentiate between Wife Pension and Carer Payment beneficiaries. However, this problem is of no consequence as the rates and means 
tests for both the Wife Pension and Carer Payment are the same. Thus, whether an income unit is a Wife Pension or Carer Payment recipient, the income unit is still 
subject to the same rates and mean test limits. 

d. The 1996-97 and 2000-01 SIHC do not differentiate between pre-1 July 1996 or post-1 July 1996 grants. Thus, it is assumed that all income units who report that they are 
Mature Age Allowance beneficiaries receive post-1 July 1996 grants.  
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Table A3 Average employer superannuation contribution rates, by industry, per 
cent, 2002-03 

Industry Average employer 
superannuation contribution 

rate 

Mining 7.4 

Manufacturing 8.3 

Electricity, Gas and Water Supply 8.8 

Construction 8.7 

Wholesale Trade 9.0 

Retail Trade 8.2 

Accommodation, Cafes and Restaurants 8.2 

Transport and Storage 8.5 

Communication Services 2.9 

Finance and Insurance 6.9 

Property and Business Services 9.5 

Government Administration and Defence 10.8 

Education 10.4 

Health and Community Services 9.1 

Cultural and Recreational Services 8.4 

Personal and Other Services 9.6 

All industries 8.8 

Source: ABS (2004)  
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Table A4 Offered wage regression summary statistics, by dataset 

Reference year 1996-97 2000-01 2000-01 

Dataset 1996-97 SIHC 2000-01 SIHC HILDA wave 1 

Sample composition Working age persons in paid 
employment 

Working age persons in paid 
employment 

Working age persons in paid 
employment 

Independent variable Current weekly wage Current weekly wage Financial year wage 

Sample size Male: 3,916 

Female: 3,361 

Male: 3,373 

Female: 2,985 

Male: 3,519 

Female: 3,135 

Adjusted R2 Male: 0.445 

Female: 0.383 

Male: 0.248 

Female: 0.241 

Male: 0.347 

Female: 0.305 

F-stat Male: 109.338 

Female: 62.270 

Male: 49.253 

Female: 36.044 

Male: 65.446 

Female: 41.382 

Standard error of 
estimate 

Male: 0.552 

Female: 0.647 

Male: 0.554 

Female: 0.622 

Male: 0.814 

Female: 0.833 

Mean square of 
regression 

Male: 33.264 

Female: 26.059 

Male: 15.135 

Female: 13.924 

Male: 43.349 

Female: 28.728 

Note: For details, refer to Tables A6 to A11. 
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Table A5 Market rent regression summary statistics, by dataset  

Reference year 1996-97 2000-01 2000-01 

Dataset 1996-97 SIHC 2000-01 SIHC HILDA wave 1 

Sample composition Private rental tenant households Private rental tenant households Private rental tenant households 

Sample size 1,948 2,504 1,729 

Independent variable Current weekly household rent Current weekly household rent Current monthly household rent 

Adjusted R2 0.392 0.372 0.429 

F-stat 44.274 38.073 31.188 

Standard error of 
estimate 

0.403 0.398 0.383 

Mean square of 
regression 

7.193 6.042 4.586 

Note: For details, refer to Tables A12 to A14. 
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Table A6 Male wage regression results, all employees, 1996-97 SIHC 

 
Explanatory variables 

 
Coefficient

Std. 
error 

 
T-ratio 

 
Sig. 

Constant 5.562 0.052 105.961 0.000

Age   

20-24 0.456 0.049 9.380 0.000

25-34 0.746 0.048 15.510 0.000

35-44 0.798 0.051 15.748 0.000

45-54 0.795 0.052 15.214 0.000

55-64 0.636 0.057 11.258 0.000

Marital status  

Married 0.152 0.026 5.771 0.000

Widowed, divorced or separated 0.123 0.046 2.660 0.008

Highest educational qualification  

Still at school -1.416 0.073 -19.269 0.000

Higher degree 0.613 0.051 11.927 0.000

Postgraduate diploma 0.469 0.057 8.287 0.000

Bachelor degree 0.328 0.031 10.527 0.000

Undergraduate diploma 0.242 0.053 4.595 0.000

Associate diploma 0.271 0.034 7.990 0.000

Skill vocational qualifications 0.173 0.023 7.680 0.000

Basic vocational qualifications 0.082 0.071 1.145 0.252

Labour market history  

Duration of unemployment spell in 
previous 7 months (months) 

-0.118 0.016 -7.390 0.000

Duration of not the labour force spell in 
previous 7 months (months) 

-0.119 0.025 -4.724 0.000
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Region   

Sydney -0.054 0.039 -1.363 0.173

Balance of New South Wales -0.194 0.046 -4.178 0.000

Melbourne -0.113 0.039 -2.876 0.004

Balance of Victoria -0.251 0.051 -4.944 0.000

Brisbane -0.107 0.044 -2.446 0.015

Balance of Queensland -0.127 0.045 -2.839 0.005

Adelaide -0.192 0.045 -4.275 0.000

Balance of South Australia -0.187 0.066 -2.839 0.005

Perth -0.082 0.042 -1.939 0.053

Balance of Western Australia  0.009 0.059 0.151 0.880

Hobart -0.133 0.063 -2.115 0.034

Balance of Tasmania -0.132 0.058 -2.269 0.023

Note: With the exception of labour market history variables, all other explanatory variables are dummy variables 
that equal 1 if the variable is applicable to a person and 0 otherwise.  
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Table A7 Female wage regression results, all employees, 1996-97 SIHC 

Explanatory variables Coefficient Std. 
error 

T-ratio Sig. 

Constant 5.515 0.062 89.087 0.000

Age   

20-24 0.496 0.058 8.575 0.000

25-34 0.690 0.058 11.937 0.000

35-44 0.626 0.061 10.238 0.000

45-54 0.553 0.063 8.817 0.000

55-64 0.350 0.077 4.537 0.000

Marital status  

Married 0.025 0.035 0.708 0.479

Widowed, divorced or separated 0.130 0.049 2.649 0.008

Dependent children  

Number of dependent children aged 0-2  -0.183 0.043 -4.261 0.000

Number of dependent children aged 3-4  -0.148 0.045 -3.303 0.001

Number of dependent children aged 5-9  -0.107 0.024 -4.489 0.000

Number of dependent children aged 10-
12  

-0.126 0.032 -3.910 0.000

Number of dependent children aged 13-
14  

-0.051 0.039 -1.306 0.192

Highest educational qualification  

Still at school -1.132 0.077 -
14.772 

0.000

Higher degree 0.586 0.084 7.008 0.000

Postgraduate diploma 0.552 0.057 9.718 0.000

Bachelor degree 0.420 0.036 11.719 0.000

Undergraduate diploma 0.294 0.056 5.279 0.000

Associate diploma 0.157 0.049 3.196 0.001

Skill vocational qualifications 0.076 0.039 1.936 0.053

Basic vocational qualifications 0.025 0.045 0.558 0.577

Labour market history  

Duration of unemployment spell in 
previous 7 months (months) 

-0.106 0.021 -5.065 0.000

Duration of not the labour force spell in 
previous 7 months (months) 

-0.261 0.020 -
12.984 

0.000
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Region  

Sydney -0.043 0.049 -0.889 0.374

Balance of New South Wales -0.200 0.058 -3.444 0.001

Melbourne -0.172 0.048 -3.551 0.000

Balance of Victoria -0.433 0.062 -7.000 0.000

Brisbane -0.215 0.054 -3.976 0.000

Balance of Queensland -0.237 0.056 -4.189 0.000

Adelaide -0.199 0.055 -3.598 0.000

Balance of South Australia -0.176 0.082 -2.143 0.032

Perth -0.209 0.053 -3.952 0.000

Balance of Western Australia  -0.287 0.077 -3.750 0.000

Hobart -0.291 0.078 -3.715 0.000

Balance of Tasmania -0.291 0.071 -4.081 0.000

Note: With the exception of dependent children and labour market history variables, all other explanatory 
variables are dummy variables that equal 1 if the variable is applicable to a person, and 0 otherwise.  
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Table A8 Male wage regression results, all employees, 2000-01 SIHC 

Explanatory variables Coefficient Std. 
error

T-ratio Sig.

Constant 5.854 0.058 100.824 0.000

Age   

20-24 0.349 0.055 6.328 0.000

25-34 0.543 0.052 10.486 0.000

35-44 0.678 0.053 12.801 0.000

45-54 0.692 0.054 12.894 0.000

55-64 0.542 0.058 9.290 0.000

Marital status  

Married 0.134 0.023 5.761 0.000

Highest educational qualification  

Still at school -0.447 0.558 -0.801 0.423

Higher/bachelor degree or postgraduate 
diploma 

0.386 0.027 14.323 0.000

Other post-school qualifications 0.105 0.022 4.832 0.000

Labour market history  

Duration of unemployment spell in 
previous 7 months (months) 

-0.159 0.020 -7.827 0.000

Duration of not the labour force spell in 
previous 7 months (months) 

-0.222 0.029 -7.537 0.000

Region  

Sydney 0.060 0.043 1.393 0.164

Balance of New South Wales -0.127 0.051 -2.494 0.013

Melbourne -0.023 0.043 -0.542 0.588

Balance of Victoria -0.084 0.053 -1.571 0.116

Brisbane -0.035 0.048 -0.729 0.466

Balance of Queensland -0.192 0.048 -3.989 0.000

Adelaide -0.145 0.048 -3.034 0.002

Balance of South Australia -0.168 0.069 -2.439 0.015

Perth -0.059 0.047 -1.273 0.203

Balance of Western Australia  -0.066 0.063 -1.042 0.297

Hobart -0.299 0.071 -4.193 0.000

Balance of Tasmania -0.183 0.061 -2.979 0.003

Note: With the exception of labour market history variables, all other explanatory variables are dummy variables 
that equal 1 if the variable is applicable to a person, and 0 otherwise.  
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Table A9 Female wage regression results, all employees, 2000-01 SIHC 

Explanatory variables Coefficient Std. 
error 

T-ratio Sig. 

Constant 5.77 0.07 81.50 0.00

Age  

20-24 0.39 0.07 5.64 0.00

25-34 0.56 0.06 8.70 0.00

35-44 0.59 0.07 8.87 0.00

45-54 0.52 0.07 7.96 0.00

55-64 0.41 0.07 5.55 0.00

Marital status  

Married 0.03 0.03 1.01 0.31

Dependent children  

Number of dependent children aged 0-2  -0.12 0.04 -3.07 0.00

Number of dependent children aged 3-4  -0.23 0.05 -4.52 0.00

Number of dependent children aged 5-9  -0.14 0.03 -5.51 0.00

Number of dependent children aged 10-
14 

-0.09 0.02 -3.63 0.00

Highest educational qualification  

Still at school -0.68 0.63 -1.09 0.27

Higher/bachelor degree or postgraduate 
diploma 

0.53 0.03 17.46 0.00

Other post-school qualifications 0.18 0.03 6.70 0.00

Labour market history  

Duration of unemployment spell in 
previous 7 months (months) 

-0.16 0.02 -6.94 0.00

Duration of not the labour force spell in 
previous 7 months (months) 

-0.23 0.02 -11.24 0.00
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Region  

Sydney -0.08 0.05 -1.66 0.10

Balance of New South Wales -0.20 0.06 -3.39 0.00

Melbourne -0.20 0.05 -4.11 0.00

Balance of Victoria -0.33 0.06 -5.28 0.00

Brisbane -0.21 0.06 -3.86 0.00

Balance of Queensland -0.30 0.06 -5.40 0.00

Adelaide -0.26 0.05 -4.87 0.00

Balance of South Australia -0.30 0.08 -3.58 0.00

Perth -0.27 0.05 -5.08 0.00

Balance of Western Australia  -0.26 0.08 -3.28 0.00

Hobart -0.28 0.08 -3.56 0.00

Balance of Tasmania -0.43 0.07 -5.93 0.00

Note: With the exception of dependent children and labour market history variables, all other explanatory 
variables are dummy variables that equal 1 if the variable is applicable to a person, and 0 otherwise.  
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Table A10 Male wage regression results, all employees, HILDA wave 1 

Explanatory variables Coefficient Std. 
error 

T-ratio Sig.

Constant 9.082 0.056 161.923 0.000

Marital status   

Married 0.286 0.042 6.847 0.000

Widowed, divorced or separated 0.174 0.069 2.529 0.011

Disability status   

Disabled -0.140 0.043 -3.262 0.001

English proficiency   

Good -0.128 0.050 -2.556 0.011

Poor -0.237 0.162 -1.463 0.144

Highest educational qualification   

Year 12 0.291 0.051 5.724 0.000

Certificate not defined 0.339 0.089 3.815 0.000

Certificate 1 or 2 0.332 0.075 4.430 0.000

Certificate 3 or 4 0.344 0.041 8.394 0.000

Advanced diploma or diploma 0.447 0.056 7.940 0.000

Bachelor 0.676 0.050 13.601 0.000

Graduate diploma or graduate certificate 0.657 0.070 9.395 0.000

Postgraduate - Masters or doctorate 0.728 0.077 9.477 0.000

Undetermined 0.321 0.123 2.608 0.009

Labour market history   

Time in paid work since left full-time 
education (months) 

0.008 0.000 22.108 0.000

Square of time in paid work since left full-
time education (months) 

-0.0000130 0.000 -19.659 0.000

Time in unemployment since left full-time 
education (months) 

-0.007 0.001 -6.905 0.000
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Region   

Balance of New South Wales -0.221 0.052 -4.241 0.000

Melbourne -0.073 0.046 -1.608 0.108

Balance of Victoria -0.399 0.062 -6.404 0.000

Brisbane -0.218 0.056 -3.926 0.000

Balance of Queensland -0.299 0.055 -5.409 0.000

Adelaide -0.264 0.064 -4.136 0.000

Balance of South Australia -0.405 0.098 -4.150 0.000

Perth -0.176 0.060 -2.929 0.003

Balance of Western Australia  -0.090 0.089 -1.019 0.308

Tasmania -0.230 0.092 -2.513 0.012

Northern Territory -0.307 0.177 -1.733 0.083

Australian Capital Territory 0.057 0.098 0.586 0.558

Note: With the exception of labour market history variables, all other explanatory variables are dummy variables 
that equal 1 if the variable is applicable to a person, and 0 otherwise.  
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Table A11 Female wage regression results, all employees, HILDA wave 1 

Explanatory variables Coefficient Std. 
error 

T-ratio Sig.

Constant 8.866 0.060 147.952 0.000

Marital status   

Married 0.179 0.044 4.055 0.000

Widowed, divorced or separated 0.126 0.061 2.082 0.037

Dependent children   

Number of dependent children aged 0-2 -0.351 0.055 -6.403 0.000

Number of dependent children aged 3-4 -0.266 0.060 -4.460 0.000

Number of dependent children aged 5-9 -0.226 0.030 -7.417 0.000

Number of dependent children aged 10-12 -0.156 0.036 -4.310 0.000

Number of dependent children aged 13-14 -0.219 0.048 -4.548 0.000

Highest educational qualification   

Year 12 0.331 0.053 6.269 0.000

Certificate not defined 0.279 0.076 3.687 0.000

Certificate 1 or 2 0.360 0.067 5.381 0.000

Certificate 3 or 4 0.366 0.056 6.560 0.000

Advanced diploma or diploma 0.532 0.057 9.275 0.000

Bachelor 0.758 0.049 15.399 0.000

Graduate diploma or graduate certificate 0.816 0.064 12.724 0.000

Postgraduate - Masters or doctorate 0.949 0.095 9.976 0.000

Undetermined 0.328 0.082 4.007 0.000

   

Labour market history   

Time in paid work since left full-time 
education (months) 

0.008 0.000 18.457 0.000

Square of time in paid work since left full-
time education (months) 

-0.0000143 0.000 -15.265 0.000

Time in unemployment since left full-time 
education (months) 

-0.008 0.001 -6.275 0.000

English proficiency   

Good -0.062 0.053 -1.161 0.246

Poor -0.131 0.183 -0.716 0.474

Disability status   

Disabled -0.108 0.049 -2.202 0.028
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Region   

Balance of New South Wales -0.213 0.057 -3.736 0.000

Melbourne -0.099 0.049 -2.034 0.042

Balance of Victoria -0.237 0.068 -3.461 0.001

Brisbane -0.086 0.061 -1.414 0.157

Balance of Queensland -0.331 0.060 -5.502 0.000

Adelaide -0.134 0.072 -1.855 0.064

Balance of South Australia -0.320 0.100 -3.197 0.001

Perth -0.209 0.065 -3.216 0.001

Balance of Western Australia  -0.203 0.108 -1.891 0.059

Tasmania -0.225 0.092 -2.448 0.014

Northern Territory 0.029 0.171 0.169 0.866

Australian Capital Territory -0.101 0.104 -0.971 0.332

Note: With the exception of dependent children and labour market history variables, all other explanatory 
variables are dummy variables that equal 1 if the variable is applicable to a person, and 0 otherwise.  
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Table A12 Market rent regression, 1996-97 SIHC 

Explanatory variables Coefficient Std. 
error 

T-ratio Sig. 

Constant 4.9 0.1 55.2 0.0

Household type  

Number of persons aged 15-64 in 
household 

0.1 0.0 9.8 0.0

Number of persons aged 65 or over in 
household 

-0.1 0.0 -2.4 0.0

Location of property  

Balance of New South Wales -0.4 0.0 -9.9 0.0

Melbourne -0.2 0.0 -5.9 0.0

Balance of Victoria -0.6 0.0 -11.4 0.0

Brisbane -0.2 0.0 -5.2 0.0

Balance of Queensland -0.4 0.0 -10.0 0.0

Adelaide -0.4 0.0 -8.8 0.0

Balance of South Australia -0.8 0.1 -10.0 0.0

Perth -0.4 0.0 -10.1 0.0

Balance of Western Australia  -0.6 0.1 -10.9 0.0

Hobart -0.4 0.1 -6.3 0.0

Balance of Tasmania -0.7 0.1 -13.1 0.0

Territories -0.3 0.0 -6.5 0.0
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Dwelling type  

Semi-detached/row or terrace house/town 
house – one storey 

0.1 0.0 3.6 0.0

Semi-detached/row or terrace house/town 
house – two or more storeys 

0.1 0.0 3.3 0.0

Flat attached to house 0.0 0.1 -0.4 0.7

Flat/unit/apartment – one or two storeys 0.1 0.0 3.0 0.0

Flat/unit/apartment – three storeys 0.2 0.0 4.1 0.0

Flat/unit/apartment – four or more storeys 0.3 0.1 5.2 0.0

Caravan/tent/cabin in a caravan park -0.3 0.2 -1.7 0.1

Caravan not in caravan park houseboat, 
etc 

-0.3 0.4 -0.8 0.4

House or flat attached to a shop, office, 
etc 

-0.2 0.1 -1.9 0.1

Number of bedrooms  

Zero -0.4 0.2 -2.4 0.0

One -0.4 0.1 -5.0 0.0

Two -0.1 0.1 -1.6 0.1

Three 0.0 0.1 0.1 0.9

Four 0.0 0.1 0.3 0.7

Economic status indicator  

Household weekly gross income/1,000 0.1 0.0 6.5 0.0

Note: With the exception of household type and economic status indicator variables, all other explanatory 
variables are dummy variables that equal 1 if the variable is applicable to a household, and 0 otherwise.  
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Table A13 Market rent regression, 2000-01 SIHC 

Explanatory variables Coeff. Std. 
err. 

T-ratio Sig.

Constant 4.776 0.074 64.921 0.000

Household type   

Unknown 0.411 0.054 7.605 0.000

Lone person - aged less than 35 0.356 0.059 6.028 0.000

Couple only - reference person aged less than 35 0.490 0.059 8.269 0.000

Couple and dependants only - eldest child less 
than 5 

0.410 0.060 6.843 0.000

Couple and dependants only - eldest child 5–14 0.468 0.060 7.747 0.000

Couple and dependants only - eldest child 15–24 0.456 0.070 6.542 0.000

One parent and dependants 0.469 0.057 8.261 0.000

Couple and dependants and non-dependants 
only 

0.523 0.075 7.013 0.000

Couple and non-dependants only 0.429 0.070 6.118 0.000

Couple only - reference person aged 55–64 0.336 0.082 4.120 0.000

Couple only - reference person aged 65 or over 0.415 0.091 4.536 0.000

Location of property   

Balance of New South Wales -0.534 0.036 -14.838 0.000

Melbourne -0.228 0.032 -7.188 0.000

Balance of Victoria -0.609 0.042 -14.449 0.000

Brisbane -0.374 0.032 -11.576 0.000

Balance of Queensland -0.444 0.032 -13.892 0.000

Adelaide -0.453 0.037 -12.126 0.000

Balance of South Australia -0.923 0.065 -14.252 0.000

Perth -0.408 0.036 -11.488 0.000

Balance of Western Australia  -0.665 0.049 -13.689 0.000

Hobart -0.478 0.063 -7.587 0.000

Balance of Tasmania -0.670 0.053 -12.684 0.000

Territories -0.194 0.042 -4.671 0.000

Dwelling type   

Semi-detached/row or terrace house/town house 
– one storey 

0.025 0.030 0.835 0.404

Semi-detached/row or terrace house/town house 
– two or more storeys 

0.121 0.031 3.853 0.000

Flat/unit/apartment – one or two storeys -0.004 0.031 -0.128 0.898

Flat/unit/apartment – three storeys 0.088 0.040 2.181 0.029

Flat/unit/apartment – four or more storeys 0.366 0.059 6.217 0.000
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Explanatory variables Coeff. Std. 
err. 

T-ratio Sig.

Flat/unit/apartment – attached to a house 0.090 0.096 0.931 0.352

Caravan, houseboat, improvised home and 
house or flat attached to a shop, office, etc 

-0.096 0.107 -0.900 0.368

Number of bedrooms   

Two 0.239 0.035 6.896 0.000

Three 0.324 0.040 8.156 0.000

Four 0.466 0.047 9.880 0.000

Five 0.443 0.072 6.136 0.000

Six or more 0.712 0.125 5.719 0.000

Economic status indicator   

Household earnings/1,000 0.108 0.013 8.203 0.000

Household has zero or negative income -0.292 0.084 -3.465 0.001

Wages and salaries -0.218 0.048 -4.505 0.000

Own unincorporated business income -0.310 0.062 -5.026 0.000

Government pensions and allowances -0.244 0.049 -5.030 0.000

Note: With the exception of the household earnings variable, all other explanatory variables are dummy 
variables that equal 1 if the variable is applicable to a household and 0 otherwise.  



 

 
106

Table A14 Market rent regression, HILDA wave 1 

Explanatory variables Coeff. St. err. T-ratio Sig. 

Constant 5.757 0.089 65.040 0.000 

Household type     

Number of persons aged 0-4 in household 0.056 0.018 3.122 0.002 

Number of persons aged 5-9 in household 0.046 0.020 2.327 0.020 

Number of persons aged 10-14 in household 0.024 0.021 1.139 0.255 

Number of persons aged 15 or over in household 0.093 0.014 6.752 0.000 

Location of property: Major areas     

Balance of New South Wales -0.162 0.044 -3.660 0.000 

Melbourne -0.179 0.033 -5.464 0.000 

Balance of Victoria -0.329 0.053 -6.167 0.000 

Brisbane -0.235 0.039 -5.989 0.000 

Balance of Queensland -0.103 0.044 -2.358 0.018 

Adelaide -0.302 0.050 -5.988 0.000 

Balance of South Australia -0.292 0.074 -3.941 0.000 

Perth -0.324 0.040 -8.111 0.000 

Balance of Western Australia  -0.167 0.077 -2.180 0.029 

Tasmania -0.232 0.067 -3.486 0.001 

Northern Territory 0.406 0.148 2.741 0.006 

Australian Capital Territory 0.067 0.086 0.783 0.434 

Location of property: Remoteness areas     

Inner region -0.162 0.034 -4.720 0.000 

Outer region -0.309 0.044 -7.050 0.000 

Remote -0.535 0.100 -5.341 0.000 

Dwelling type     

Semi-detached – one storey 0.019 0.031 0.591 0.554 

Semi-detached – two or more storeys 0.100 0.046 2.182 0.029 

Flat/unit/apartment – one storey block 0.040 0.040 0.995 0.320 

Flat/unit/apartment – two storey block 0.114 0.038 2.994 0.003 

Flat/unit/apartment – three storey block 0.281 0.044 6.387 0.000 

Flat/unit/apartment – four to nine storey block 0.269 0.078 3.444 0.001 

Flat/unit/apartment – ten storey block 0.318 0.145 2.190 0.029 

Flat/unit/apartment – attached to a house 0.198 0.160 1.239 0.215 

Caravan/tent/cabin/houseboat 0.215 0.111 1.935 0.053 

House or flat attached to shop, office, etc -0.301 0.148 -2.036 0.042 

Other -0.287 0.151 -1.896 0.058 

Number of bedrooms     
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Explanatory variables Coeff. St. err. T-ratio Sig. 

One  0.115 0.081 1.405 0.160 

Two 0.429 0.078 5.503 0.000 

Three 0.508 0.079 6.397 0.000 

Four  0.469 0.084 5.592 0.000 

Five  0.409 0.115 3.557 0.000 

Six or more  0.508 0.283 1.793 0.073 

Condition of dwelling     

Good -0.036 0.027 -1.340 0.181 

Average -0.064 0.027 -2.330 0.020 

Poor -0.122 0.039 -3.088 0.002 

Very poor/almost derelict -0.531 0.132 -4.010 0.000 

Presence of security features     

Presence of security features 0.047 0.020 2.393 0.017 

Economic status indicator     

Household financial year final income/1,000 0.003 0.000 9.404 0.000 

SEIFA 96 Decile of Index of education and 
occupation 

0.0299 0.004 7.934 0.000 

Note: With the exception of household type and economic status indicator variables, all other explanatory 
variables are dummy variables that equal 1 if the variable is applicable to a household and 0 otherwise.  
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Table A15 Persons not in the labour force aged 45 to under Age Pension who receive DSP, 
1996-97 and 2000-01, per cent 

Age band 1996-97 SIHC 2000-01 

  Males Females Males Females 

45-49 13.8 6.1 13.1 7.1 

50-54 19.8 13.5 19.0 16.0 

55-59 26.8 13.5 24.9 18.8 

60-under Age Pension 
age 

33.8 6.5 26.3 9.0 

Total 24.2 10.7 21.4 13.9 

Source: 1996-97 SIHC, 2000-01 SIHC.  

Note:  

a. For males, the Age Pension age is 65 years. For females, the Age Pension age is 60.5 years in 1996-97 
and 61.5 years in 2000-01. 

 

Table A16 Mean retirement annuities of persons aged 55-64 currently NILF, by gender and 
dataset, 1996-97 and 2000-01, dollars per year 

Gender 1996-97 SIHC 2000-01 SIHC HILDA wave1 

Males 2,730.00 4,233.98 6,188.30 

Females 755.18 1,200.24 2,711.00 

Source: 1996-97 SIHC, 2000-01 SIHC, HILDA wave 1.  
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