
 
 

 

 
 
 
 
 
 Housing assistance and 

economic participation 
National Research Venture 1: Housing 
Assistance and Economic Participation 

Stage 1 Report 

authored by 
Gavin Wood, Rachel Ong 

for the 

Australian Housing 
and Urban Research Institute 
RMIT-NATSEM Research Centre 
Western Australia Research Centre 
Swinburne-Monash Research Centre 
 
 
 
August 2005 
ISBN: 1 920941 83 5 [Final Report] 

 

 

 
 
 

 



ACKNOWLEDGEMENTS 

This material was produced with funding from the Australian Government and the 
Australian States and Territories. AHURI Ltd gratefully acknowledges the financial 
and other support it has received from the Australian, State and Territory 
governments, without which this work would not have been possible. 

AHURI comprises a network of fourteen universities clustered into seven Research 
Centres across Australia. Research Centre contributions, both financial and in-kind, 
have made the completion of this report possible. 

 

DISCLAIMER 

AHURI Ltd is an independent, non-political body which has supported this project as 
part of its programme of research into housing and urban development, which it 
hopes will be of value to policy-makers, researchers, industry and communities.  The 
opinions in this publication reflect the views of the authors and do not necessarily 
reflect those of AHURI Ltd, its Board or its funding organisations.  No responsibility is 
accepted by AHURI Ltd or its Board or its funders for the accuracy or omission of 
any statement, opinion, advice or information in this publication. 

 
 



CONTENTS 
1. SCOPE OF THE CRV AND PURPOSE OF STAGE 1............................................... 1 
2. KEY STAGE 1 FINDINGS .......................................................................................... 3 

1.1 2.1 Recent Trends in Employment Outcomes..................................................... 3 
2.1 Are Poverty and Unemployment Traps Particularly Severe among Housing 

Assistance Recipients? ....................................................................................... 7 
2.1.1 Poverty Traps.................................................................................................... 7 
2.1.2 Unemployment Traps........................................................................................ 8 

2.2 Other Impediments to Finding Employment ........................................................ 9 
2.3 What Steps are Governments Taking to Raise Rates of Economic 

Participation among Housing Assistance Recipients? ...................................... 11 
3. FUTURE RESEARCH DIRECTIONS ....................................................................... 14 

3.1 Natural Experiments.......................................................................................... 17 
3.1.1 Differences in CRA Regulations...................................................................... 17 
3.1.2 Differences in Public Housing Assessable Income Rules............................... 18 

3.2 Panel Data on Transitions and Economic Participation..................................... 20 
3.2.1 Homeswest Panel Dataset.............................................................................. 21 
3.2.2 HILDA Waves 1-3 ........................................................................................... 22 

3.3 Econometric Modelling ...................................................................................... 23 
3.4 Qualitative Research ......................................................................................... 23 

4. CONCLUDING COMMENTS: WHAT HAVE WE LEARNT?............................ 26 
APPENDIX 1................................................................................................................. 28 
REFERENCES ............................................................................................................. 30 

 

 

 

 

 

 

 

 

 

 

 



LIST OF TABLES 
Table 1: Incidence of job poor households, by housing tenure, 1981-2001, per cent 3 
Table 2: Profile of working agea public housing tenants and rest of the working age 

population, 1981-2001.......................................................................................... 5 
Table 3: EMTRs, by housing assistance-benefit status, 2000-01, per cent ................ 8 
Table 4: Exit RRs, by housing assistance-benefit status, 2000-01, per cent .............. 8 
Table 5: Strengths and weaknesses of alternative data sets.................................... 16 
Table 6: Sample numbers for natural experiment, 2000-01...................................... 18 
Table 7: Mean assessable income and market rent of working age public housing 

tenants, by state and assessable income definition ........................................... 20 
Table 8: Employment profiles of Homeswest tenants in Albany and Fremantle ....... 21 
Table 9: Transitions in and out of public housing, 2001-03 ...................................... 23 
Table 10: Benefit recipients’ transitions in and out of private renting, 2001-03......... 23 



 

1 SCOPE OF THE CRV AND PURPOSE OF STAGE 11 

In April 2004 AHURI’s first collaborative research venture (CRV) was started under the 
direction of Gavin A. Wood at RMIT University. It addresses the following overarching 
research question: 

How do housing assistance programs impact on economic participation outcomes, 
once we control for the mediating effects that intermediary variables such as health 
and neighbourhood effects can have on economic participation outcomes?  

The central objective of the CRV is provision of a robust evidence base for policies and 
programmes that address emerging Federal and state government concerns in relation to 
housing assistance and rates of economic participation.  

The CRV is a rolling programme of research that is being conducted in 3 stages. Stage 1 
that has just been completed comprised four funded projects2. In Project A Gavin Wood, 
Simon Kelly and Rachel Ong profiled the populations in receipt of housing assistance and 
compared an array of socio-demographic characteristics with appropriate benchmarks of 
economic participation. The project addressed issues that are central to the overarching 
research question. Firstly, is there anything about the housing assistance and employment 
relationship that should concern policy makers and academics? Secondly, does a detailed 
profiling of working age housing assistance recipients against benchmark groups in the 
working age population suggest that aspects of the housing they occupy or of their socio-
economic, demographic and health characteristics might be relevant to employment 
outcomes? 

In Project B Paul Flatau, Mike Dockery, Rachel Ong and Gavin Wood measured the poverty 
and unemployment traps experienced by housing assistance recipients relative to other 
recipients of income support programmes. This project makes a significant contribution by 
gauging whether housing assistance blunts the work incentives of those receiving the 
assistance.  

Project D was carried out by Heath Spong and Rachel Ong and proved to be an important 
source of guidance in framing our future research directions by investigating possible data 
sources for the conduct of research into the causal links between housing assistance and 
economic participation. It was given a remit to evaluate options and to pay particular 
attention to sources of panel data, which are samples of working age adults that are tracked 
through time.  

Project E was carried out by Tony Dalton and Rachel Ong and provided an inventory of the 
policy initiatives emerging in the area of housing assistance and economic participation.  It 
describes Australian and overseas housing assistance measures designed to promote 
economic participation and reviews the study designs used in research and evaluation of 
such measures. 

 

                                                      
1 Tony Dalton, Mike Dockery, Paul Flatau, Simon Kelly, Rachel Ong, Heath Spong and Gavin Wood are 
researchers that have contributed to the projects that are the focus of this report. This report has benefited from 
the comments of the AHURI user group that is overseeing conduct of this research programme. 
2 There is one unfunded project (Project C) conducted by the director Gavin Wood. It is a review of existing 
AHURI research.  

 1



 

The results from Stage 1 will be used in Stage 2 to frame the detailed development of 
research projects, alongside a process of consultation with key stakeholders about the Stage 
1 findings. This stage 2 process of consultation is now underway. In Stage 3 projects it is 
envisaged that research will employ robust methods to ‘pin down’ the direction and 
magnitude of housing assistance program impacts on economic participation outcomes.  

The four stage 1 projects that are the focus of this report are available from the members 
only section of the AHURI website3 (for details, see appendix 1). This stage 1 report has 
three main sections. In the first section we outline the principal findings from these projects. 
The second section suggests research directions that will be followed in the remainder of the 
CRV. A final section identifies some key issues that arise from the findings of stage 1 
projects, and that will be a focus of research in stage 3. 

 

 

                                                      
3 The website address is http://www.ahuri.edu.au/general/project/display/dspCrv.cfm?crvId=3. 
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2 KEY STAGE 1 FINDINGS  

3.1  Recent Trends in Employment Outcomes 
The rate of employment participation has been consistently higher among HA recipients than 
non-HA recipients over the past two decades. Table 1 examines households that have one 
or more working age adults. In 1981 there were no employed working age adults in 48% of 
households living in public housing. By 2001 the incidence of jobless households had 
increased to 64% of households living in public housing4. Consider now those households in 
private rental housing in at least one person receives an income support payment, and is 
therefore eligible for Rent Assistance under current means tests. In 1981 29% of these 
households were jobless, and in 2001 this had increased to 40%. 
Table 1: Incidence of job poor households, by housing tenure, 1981-2001, per cent 

Year Outright 
owner 

Owner 
purchaser 

Private 
renter, 

no 
benefits 

Private 
renter, 

benefits 

Public 
renter 

Rent
-free 

Total National 
unemployment 

rate 

1981-82 26.0 6.2 3.3 29.0 47.9 16.1 17.1 6.2 
1989-90 22.8 5.0 3.0 31.1 57.2 22.3 17.4 5.9 
2000-01 26.5 6.2 4.5 40.4 64.1 19.1 19.3 6.4 

Source: Authors’ own calculations from the 1981-82 SIHC, 1990 SIHC and 2000-01 SIHC; National 
unemployment rates from ABS (2005)  

Note:   
a. 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. Private renters who receive benefits are eligible for 
CRA under current programme rules. 

 
In the most recent decade (1991-2001) the high and rising (in public housing) incidence of 
jobless households has occurred despite healthy labour market conditions. National rates of 
unemployment, for instance, remained more or less constant at 6% in 1990 and 2001. 
Concern about these trends is in part mitigated by the observation that housing assistance is 
now more precisely targeted on those most in need of assistance. In addition, there has 
been a change in the composition of housing assistance over this 20-year period. Funding 
for the demand side Rent Assistance programme has increased in real terms, while public 
housing has experienced a real reduction in Federal Government funding (SCRCSSP, 2005, 
table 16A.74 and figure 16.1). Public housing tenancies are now more stringently targeted 
on those with complex needs who are not as work ready as public housing tenants 20 or 
more years ago5.  

 

 

 

 
                                                      
4 Dawkins, Greg and Scutella (2001) have shown that joblessness among the working age population has 
become more concentrated among particular socio-economic and demographic groups, though they neglected to 
examine the HA dimension. 
5 Work ready or employability is a concept that emphasises qualities such as reliability, flexibility and adaptability 
(Houston, 2005). These qualities can be exogenous as when a sole parent, for instance, cannot access childcare 
services at times when employers need vacancies filled. 
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Table 2 compares key socio-economic and demographic characteristics of working age 
public housing tenants in 1981 and 2001. Key trends are: 

• The increase in the incidence of sole parent households from 16% to 27% of all 
households in public housing 

• The predominance of couples and couples with dependent children has declined from 
73% to 40% of all households in public housing 

• The sharp increase in disability support pensioners from 8% to 26% of working age 
public housing tenants. 
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Table 2: Profile of working agea public housing tenants and rest of the working age population, 
1981-2001    

Characteristics Public housing tenants Rest of working age 
population 

 1981-82 2000-01 1981-82 2000-01 
Gender     
Male 40.1 33.4 50.0 49.5 
Female 59.9 66.6 50.0 50.5 
Age band     
15-24 10.2 8.2 21.2 12.7 
25-34 33.7 22.5 26.8 23.3 
35-44 21.6 30.8 21.4 25.6 
45-54 17.9 22.0 15.7 22.8 
55-64 16.7 16.4 14.8 15.6 
Highest post-school educational qualification    
Still at school 0.0 0.0 0.2 0.2 
Bachelor degree or higher 1.0 4.2 6.5 16.7 
Other post-school qualifications 23.3 22.3 32.4 33.1 
No post-school qualification 75.7 73.5 60.9 50.0 
Income unit type     
Couple with dependent children 51.0 28.9 41.5 35.4 
Couple with no dependent children 22.2 11.1 26.2 30.4 
Sole parent 15.6 26.8 2.9 5.0 
Single 11.2 33.2 29.4 29.2 
Marital status     
Married or de facto 73.6 40.6 68.0 66.2 
Not married or de facto 26.4 59.4 32.0 33.8 
Number of dependent children     
Zero 33.5 44.3 55.6 59.7 
One 18.9 18.3 14.6 13.8 
Two 27.0 21.0 18.5 17.6 
Three 13.1 9.3 8.5 7.1 
Four or more 7.5 7.2 2.8 1.8 
Region     
Sydney 18.7 13.3 16.1 14.6 
Rest of New South Wales 8.1 8.2 8.7 7.7 
Melbourne 6.3 9.5 15.0 14.5 
Rest of Victoria 2.7 5.8 5.8 6.0 
Brisbane 6.7 7.7 8.3 8.9 
Rest of Queensland 2.4 5.0 9.2 9.5 
Adelaide 15.8 11.7 9.7 9.6 
Rest of South Australia 8.0 4.8 3.4 2.9 
Perth 10.5 4.8 10.3 10.7 
Rest of Western Australia 3.7 2.9 3.7 3.3 
Tasmania 9.1 14.6 6.8 6.3 
Territories 7.8 11.7 3.0 6.1 
Country of birth     
Australia 70.1 76.1 73.7 73.6 
Other 29.9 23.9 26.3 26.4 
Disability support pension recipients 7.5 25.5 1.9 3.8 
Sample  
(Population – ‘000s) 

1,024 
(330.6) 

377b 

(363.7) 
25,115 

(8,920.6) 
9,889b 

(11,290.4) 
Source: SIHC 1981-82, SIHC 1990, SIHC 2000-01 
Notes:  
a. Working age persons are non-dependent persons aged 15-64. 
b. Since 1994-95, the Survey of Income and Housing Costs (SIHC) has been conducted every year instead of 

every 4 years and the sample size is much smaller for the yearly survey. 
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On the other hand public housing tenants are marginally better qualified with 27% of 2001 
tenants holding post-school qualifications as compared to 24% of 1981 tenants. There are 
fewer males (33% in 2001, down from 40% in 1981) a group that has exhibited falling rates 
of labour market participation, and correspondingly more females whose labour market 
participation rates have generally increased over this period. There are also fewer overseas 
born tenants, their share having declined from 30% in 1981 to 24% in 2001. Migrants 
experience barriers to employment particularly in the early years following migration. Baker 
and Robertson (1995) and Iredale and Nivison-Smith (1995) find evidence of relatively high 
levels of unemployment in the first year of residence.  

In a potentially insightful research exercise, we have estimated the expected employment 
participation rate of current (2001) public housing tenants if they were living in the economic 
and labour market circumstances prevailing in 1981. Our modelling takes into account the 
socio-economic and demographic characteristics typically thought to shape a person’s 
employment prospects. Our estimate is that 58% of all 2001 working age public housing 
tenants would have been employed in 1981 if they had unchanged socio-economic and 
demographic attributes. Yet only 28% are actually employed in 2001, suggesting that the 
position of public housing tenants in the labour market has become significantly more 
disadvantaged because of barriers to employment, or tenants are less inclined to work 
because of work disincentives6. 

We must look to explanations other than the changing socio-economic and demographic 
characteristics of tenants if we are to explain the declining rate of economic participation 
among public housing tenants. This is also the conclusion reached by Wadsworth (1998) in 
the British context. He reveals a similar decline in rates of economic participation among 
British public housing tenants, despite a much higher proportion of working age adults in 
public housing7. In British public housing the proportion of jobless households increases 
from 14% in 1979 to 49% in 1995. As with our own findings, he shows that the changing 
socio-economic and demographic characteristics of public housing tenants does not account 
for the deteriorating rate of employment participation. 

There are impediments to labour market participation that could be more severe now than 20 
years previously. Tenants receiving housing assistance may be particularly affected by such 
impediments. Wadsworth argues that it is the interaction of means tested income support 
programmes and housing assistance programmes that are responsible for declining rates of 
economic participation.  These interactions blunt work incentives, and the resulting poverty 
and unemployment traps are aggravated by the lower wage jobs that tenants are now able 
to access. It is women with non-working partners that he believes are particularly vulnerable 
in this respect, and is the root cause of low and stagnant employment rates among women 
in public housing as compared to the rising employment rates among women residing in 
other tenures. This pattern is also evident in Australia; 22% of females in public housing 
were in employment in 1981, and this had increased marginally to 24% in 2001. Yet females 

                                                      
6 The actual employment rate of tenants resident in public housing in 1981 is 40%. Since we predict that 2001 
tenants would have achieved an employment rate of 58% in 1981, it would seem that the net effect of differences 
in the socio-economic and demographic characteristics of tenants between 1981 and 2001 improved the 
employment prospects of public housing tenants. 
7 Between 1979 and 1995 the proportion of the working age population living in British public housing shrunk 
from 33% to 18% (Wadsworth, 1998). Using ABS SIHC sample numbers, we find that between 1981 and 2001 
the proportion of the working age population living in Australian public housing declined marginally from 3.9% to 
3.7%.  
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in owner occupation lifted their employment participation rates from 47% to 66% over this 
timeframe.  We consider this and other possible factors below.  

3.2 Are Poverty and Unemployment Traps Particularly Severe 
among Housing Assistance Recipients? 8 

The importance of poverty and unemployment traps among housing assistance recipients is 
a neglected topic despite their financial impact. Using the ABS SIHC we estimate that 
housing assistance accounts for 15% of the gross income of working age tenants that 
receive housing assistance. Among those working age tenants with zero earnings it is 18% 
of gross income. The loss of this financial support as earnings increase could significantly 
erode the financial rewards accompanying an increase in labour supply. 

Poverty traps arise when small increases in work effort yield little financial reward because of 
the interaction between means tested government benefits or subsidies (including housing 
assistance), and marginal income tax rates. The commonly used measure is effective 
marginal tax rates. It is equal to the percentage of an extra dollar of earned income that is 
foregone due to reduced government benefits (and subsidies), or sacrificed due to increased 
income tax payments.  

Unemployment traps arise when the financial return from a transition into employment is 
eroded because disposable income when not employed ‘replaces’ most of the disposable 
income when employed. The commonly used measure of unemployment traps is the 
replacement ratio - disposable income when not employed expressed as a proportion of 
disposable income when employed. When calculating this measure for those not currently 
employed (the exit replacement rate) we impute wages and disposable income when 
employed. When calculating this measure for those currently employed (the entry 
replacement rate), we impute government benefits and disposable income when not 
employed. 

3.2.1  Poverty Traps 

Our findings indicate that those receiving Federal Government pensions and allowances 
(benefits) are more likely to confront high (> 60%) effective marginal tax rates (EMTRs) than 
non-beneficiaries, even though the latter have higher marginal income tax rates. Part-time 
workers have particularly high EMTRs and are most prone to “severe” poverty traps (EMTRs 
exceeding 60%9).  Among housing assistance beneficiaries, public housing tenants are most 
prone to severe poverty traps as determined by a 60% benchmark EMTR (see table 3). 
There are 16% of working age public housing tenants with EMTR exceeding 60% as 
compared to 9% of all those working age persons receiving income support payments. It 
would appear that public housing rent setting methods have a substantial positive impact on 
EMTRs. If rents in public housing were to be ‘de-coupled’ from assessable income, the 
proportion of public housing tenants with EMTRs exceeding 60% would be more than 
halved. Because the “multiple stacking” of Commonwealth Rent Assistance (CRA) and 
government income support programmes is avoided, CRA makes a negligible contribution to 
poverty traps for most beneficiaries. The work incentives of 11% of CRA (BN) recipients with 
                                                      
8 See the final report of Project B of CRV1 by Wood, Ong, Dockery and Flatau (2005) for more details. The 
estimates presented in this section are from the SIHC. Estimates from the first wave of HILDA are also presented 
in the Project B final report. These latter estimates confirm the conclusions that are arrived at using SIHC. 
9 Studies that have advocated the use of 60% to represent high EMTRs (severe poverty traps) include Polette 
(1995) and Beer (2003).   
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EMTRs in excess of 60% would be largely unaffected by reforms to CRA because it is the 
multiple stacking of income taxes and income support programmes other than housing 
assistance that is responsible for the high EMTRs. 
 Table 3: EMTRs, by housing assistance-benefit status, 2000-01, per cent 

 
CRA 
(BN)a

CRA 
(FP)b

Public 
housing 

Benefits,  
no housing 
assistance 

No benefits, 
no housing 
assistance Total 

Mean EMTR 11.2 20.3 36.8 16.0 28.1 26.5 
Median EMTR  0.0 0.0 25.0 0.0 30.2 30.2 
Per cent with EMTR>47% 11.4 23.8 27.9 13.7 7.7 9.7 
Per cent with EMTR>60% 11.0 10.3 15.6 11.7 1.8 3.8 

Source: 2000-01 SIHC  
Note: 
a. CRA (BN) recipients are CRA recipients with no dependent children who receive their CRA entitlement as a 

supplement to their pension or allowance payment under the Social Security Act. 
b.  CRA (FP) recipients are CRA recipients with dependent children who receive their CRA entitlement as a 

supplement to their FTB (A) payment under the Family Assistance Act. 
 
Changes to the tax-benefit system over the period 2000-2004 have ceteris paribus left 
poverty traps largely unchanged. 

There is some evidence of severe poverty traps among women in public housing with 14% 
experiencing EMTRs in excess of 60% in 2000, compared to 4% of all working age women. 
Among women with non-working partners the proportion is a little higher at 15%. 

3.2.2 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 66% of CRA (FP)10 beneficiaries face exit replacement ratios (RRs) 
exceeding 75%, as compared to 64% of public housing tenants and 15% of the CRA (BN)11 
group. The comparable figure for the working age sample is 50% (see table 4). CRA (FP) 
beneficiaries and public housing tenants have the highest exit mean RRs, but reforms that 
‘de-couple’ housing assistance from income would have the greatest impact on public 
housing tenants’ exit RRs. 
Table 4: Exit RRs, by housing assistance-benefit status, 2000-01, per cent 

 
CRA 
(BN) 

CRA 
(FP) 

Public 
housing 

Benefits, 
no housing 
assistance 

No benefits, 
no housing 
assistance Total 

Mean RR 63.1 77.0 77.4 72.0 75.6 73.4 
Median RR 63.1 78.8 78.2 72.1 81.2 75.0 
Per cent with RR>75% 15.0 65.8 63.6 40.8 61.3 50.1 
Per cent with RR>100% 0.0 0.0 0.0 1.7 4.3 2.1 

Source: 2000-01 SIHC  

 

                                                      
10 CRA (FP) recipients are CRA recipients with dependent children who receive their CRA entitlement as a 
supplement to their FTB (A) payment under the Family Assistance Act. 
11 CRA (BN) recipients are CRA recipients with no dependent children who receive their CRA entitlement as a 
supplement to their pension or allowance payment under the Social Security Act. 
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An important explanation of the severity of unemployment traps among CRA (FP) 
beneficiaries is the withdrawal of Family Tax Benefit (FTB) as well as CRA and other 
benefits on transition into employment. Low earnings that can be expected in the jobs 
accessible to those not currently employed are another reason. This is a particularly 
important factor for women. The average annual earnings that women in public housing or in 
receipt of CRA can expect is $11,447and $9,542 respectively. This is inferior to the average 
annual earnings of $13,424 among the working age sample of employed persons12. 

Holding constant the working age population’s socio- economic characteristics at their 2000-
2001 values, we estimate an across the board reduction in RR over the timeframe 2000-01 
to 2004-05. The numbers of unemployed or not in the labour force13 caught in more severe 
unemployment traps (i.e., RRs exceeding 75%) fall, and this is particularly evident among 
public housing tenants. The proportion of public housing tenants with exit RRs above 75% 
falls from 64% in 2000-2001 to 52% in 2004-0514.  

Workers in part-time employment are not “trapped” by the effects of interaction between 
government benefits (including housing assistance) 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 exit RR typical among the unemployed and not in the labour force. 

Workers in employment (of any kind) generally have very high entry RRs if they are eligible 
for housing assistance and/or other government benefits when employed. A very high entry 
RR is also noticeable among part-time workers. This finding is not surprising as it reflects the 
low earnings of those workers when employed. It is this group of workers who are most likely 
to quit due to lack of work incentives. Workers eligible for housing assistance when 
employed do not have higher entry RRs than those receiving government benefits when 
employed.  

Female recipients of housing assistance that are not currently employed are particularly 
vulnerable to unemployment traps. So, for instance, 72% of females in public housing have 
exit RRs exceeding 75% as compared to 40% of males. Among CRA recipients a similar 
pattern is evident; 47% of female CRA recipients have exit RRs exceeding 75% as 
compared to 15% of males15. The position of all unemployed or not in the labour force 
females of working age is not as acute as for females in public housing, with 59% 
experiencing exit RRs greater than 75%. Among all unemployed or not in the labour force 
males of working age, the proportion with exit RRs exceeding 75% is relatively low at 28%. 

3.3 Other Impediments to Finding Employment16 
The relatively high poverty and unemployment traps that we find among housing assistance 
recipients and public housing tenants in particular may obscure the role of other 

                                                      
12 Predicted earnings are generated from an earnings equation estimated using the ABS SIHC. 
13 A person is not in the labour force if not currently employed and not actively seeking work. 
14 An important factor here is the reduction in the FTB taper from 30% to 20% between 2000-01 and 2004-05. 
Hence, when a non-employed FTB recipient moves into employment, he/she retains a higher level of FTB while 
employed in 2004-05 than in 2000-01. The only group that is ineligible for FTB is the CRA (BN) beneficiary group 
and the RRs of this group experienced the smallest reduction between 2000 and 2004. 
15  Female housing assistance recipients with non-working partners have an even more pronounced propensity to 
fall into unemployment traps with 88% of those in public housing and 53% of those receiving CRA confronting 
exit RRs exceeding 75%. 
16  See the final report of Project A of CRV1 by Kelly et al (2005) for more details. 
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impediments to labour market participation. We must be cautious about attributing the 
inferior employment outcomes to one cause or another. 

Our research reveals a ‘digital divide’ and transport, education and health gaps separating 
Commonwealth Rent Assistance recipients (under the Social Security Act) and public 
housing tenants from the rest of the working age population, including other income support 
payment (ISP) recipients. The housing occupied by housing assistance recipients is poorly 
equipped in terms of access to computers and the Internet. Only 37% of working age public 
housing tenants or 44% of CRA (BN) recipients has access to a computer at home, yet 65% 
of other ISP recipients have such access. Internet access falls to 19% and 29% of the two 
housing assistance groups, as compared to 60% of other ISP recipients. 

This digital divide is correlated with relatively low rates of self-employment, home based 
employment and use of computers at the workplace. To the extent that a person’s home acts 
as an incubator for the formation of skills, birth of small businesses and home based work 
experience, the inadequacies of housing in this respect are noteworthy. We need to know 
more about whether and if so how the ‘digital’ capabilities of homes shape employment and 
business start-up opportunities, and the factors determining whether homes are ‘wired up’. 
This is an important task because the correlation between digital capabilities, tenure and 
employment outcomes could be spurious. 

The home is also important because its location relative to public transport and employment 
opportunities can help shape labour market outcomes. We find that the typical full-time 
employed public housing tenant spends more time commuting to and from the workplace as 
compared to other ISP recipients17. All housing assistance recipients are less likely to have 
access to a motor vehicle, and more likely to report transport difficulties. 

Poor educational qualifications are also evident among housing assistance recipients, with 
nearly three quarters of public housing tenants and Commonwealth Rent Assistance 
recipients (under the Social Security Act) possessing no post-school qualifications (or still at 
school). This compares unfavourably with the rest of the working age population and, more 
importantly, in comparison with other ISP recipients. Housing assistance recipients are more 
likely to be employed in ‘old’ economy industries, and occupations that typically require few if 
any post-school qualifications. Finding cost effective ways of improving the skills and 
qualifications of housing assistance recipients is a challenge that policy makers may have to 
confront. The use of housing assistance to improve educational and training outcomes is an 
issue worthy of attention.   

There is evidence that housing assistance recipients are more likely than other transfer 
programme recipients to have grown up in sole parent households, and in households where 
parents have inferior employment histories. We highlight this finding because the increasing 
incidence of job poor households among housing assistance recipients raises fears for the 
future prospects of children growing up in these households. 

Recipients of Commonwealth Rent Assistance (under the Social Security Act) and tenants in 
public housing are five times more likely to receive Disability Support Pension (DSP) than is 
the case among the working age population. A more meaningful comparison is with other 
ISP recipients. In this comparison they are two times more likely to receive DSP. Long term 
                                                      
17 Full-time employed public housing tenants spend an average of 4.8 hours travelling to and from work each 
week, as compared to 4.5 hours for CRA (FP) recipients, 3.4 hours for CRA (BN) recipients and 3.5 hours for 
benefit recipients who do not receive housing assistance. 
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health conditions, disability and impairment are a potentially important limitation on the type 
or amount of work that a person can complete. The Household, Income and Labour 
Dynamics of Australia (HILDA) survey finds that over one-third (35%) of working age public 
housing tenants report a health condition limiting labour market participation. 

3.4 What Steps are Governments Taking to Raise Rates of 
Economic Participation among Housing Assistance 
Recipients?18 

We have reviewed housing assistance measures designed to promote economic 
participation in Australia, the United States (US) and United Kingdom (UK) using a typology 
that has six broad categories. The categories describe a continuum that at one end focus 
attention on measures that directly employ recipients of housing assistance, and at the other 
end focus on measures that support the social development of those receiving housing 
assistance and assist in helping tenants become more ‘job ready’. They are: 

• Direct employment required or supported by housing agencies; 

• Nearby or adjacent economic development initiatives; 

• Employment incentives or requirements included in the landlord/tenant relation; 

• Asset planning and (re)development of social housing stock; 

• Service system agreements between housing agencies and others; 

• Indirect support for economic participation through community initiatives. 

One of these categories, nearby or adjacent economic development initiatives, is a policy 
programme only evident on a significant scale in US and UK. In both these countries there is 
a history of establishing enterprise zones. They are established by designating a geographic 
area and then establishing a different set of rules, generally in terms of subsidies and 
taxation, than those that normally apply to firms. In both these countries the location and 
operation of these zones have been related to areas where housing assistance is 
concentrated. Australia has virtually no history of enterprise zones.  

Australian housing authorities provide employment opportunities for tenants by employing 
tenants directly and/or inserting a tenant employment clause into contracts requiring 
successful tenderers to engage tenants in works done in public housing. The latter approach 
is more widely used than the former. Works that are typically contracted out include 
construction, physical upgrading, and cleaning and grounds maintenance. New South Wales 
(NSW) and Victoria are two states that have employed tenants in positions within their state 
housing departments. The tenant employment requirement in contracts has been used in 
various states. An example is the Public Tenant Employment Program (PTEP) in Victoria, 
which requires successful contractors of cleaning and gardening contracts to employ at least 
25% full-time equivalent employees within three months of the commencement of the 
contract and 35% full-time equivalent employees after 12 months (Street Ryan and 
Associates Pty Ltd, 2004). 

Employment incentives or requirements are included in housing authorities’ rent-setting 
structure to encourage economic participation among tenants. Rents are typically set at 25% 
of household assessable income (SCRCSSP, 2005). However, some states/territories have 
                                                      
18  Refer to the final report of CRV1 Project E by Dalton and Ong (2005) for more details. 
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additional schemes that aim to reduce the financial disincentives associated with rent 
increases. Prior to 4 July 2005 in Queensland, a tax allowance scale was applied to earned 
income so that the amount of tax paid on the first $20,800 per year of earned income is 
subtracted from income assessed for rent payments. From 4 July 2005, this threshold will be 
increased from $20,800 to $150,000. Furthermore, in Queensland public housing rent 
reviews are currently conducted twice per year. From July 2006 onwards, the review will be 
conducted annually (Hall, 2005). In Western Australia, a weekly working allowance of $30 is 
subtracted from earnings when calculating the rents of non-disabled tenants who gain 
employment19. For disabled tenants, the working allowance is $50 (WA DHW, n.d.). Housing 
authorities also typically have transfer or relocation rules that support economic participation 
by making employment a priority criterion in applications for transfers, e.g. in NSW and 
Queensland (QLD DOH, 2004). Housing authorities in Australia typically advocate the 
breaking up of large concentrations of social housing and encourage social mix. These 
include the NSW Community Renewal Strategy (NSW DOH, 2003a, NSW DOH, 2003b, 
NSW DOH, 2003c, NSW DOH, 2003d) and the Neighbourhood Renewal strategy in Victoria 
(Hughes, 2004). But typically, renewal programmes of this kind are small scale.  

Cross-agency agreements are an essential strategy if states/territories are to cement 
partnerships and pool resources required to promote and sustain economic participation 
outcomes for public housing tenants. Housing authorities typically enter into service system 
agreements with other government departments and local councils, education and training 
providers, and not-for-profit organisations with an employment focus, though they sometimes 
collaborate with private sector organisations.  

Housing authorities provide indirect support for economic participation through community 
initiatives, including support for community enterprise, community development programs, 
tenant participation in decision-making, bridging the digital divide, local business 
engagement and community jobs programs. 

Tenant participation in local decision-making is designed to empower residents and mobilise 
resources and energy (DHS, n.d.). This has indirect links to economic participation as 
tenants engaged in local decision-making are often given opportunities for training and skill 
development.  Key initiatives that have been introduced to overcome the digital divide 
include the establishment of neighbourhood technology centres in NSW and the ‘Reach For 
the Clouds’ project in Victoria.  

Community jobs programs are used in Victoria and Queensland to create employment 
opportunities for tenants. Under the Community Jobs Program in Victoria, funding is 
provided to government bodies or not-for-profit organisations to employ unemployed people 
to work on community projects (VIC OOH, 2004). The Community Jobs Plan in Queensland 
is a Breaking the Unemployment Cycle initiative that funds organisations to provide full-time 
employment for three to six months for long-term unemployed persons and persons at risk of 
becoming long-term unemployed (QLD DET, 2004).  

Despite this plethora of initiatives employment participation among public housing tenants 
has continued to decline, and most alarmingly, an extremely high and increasing incidence 
                                                      
19 Without the incentive measures, the mean RRs of public housing tenants in Queensland and Western Australia 
are 75% and 78% respectively; with the incentive measures, the mean RRs fall to 74% and 76% respectively. 
The estimates are based on the 2000-01 SIHC, the application of 2004-05 tax-transfer rules deflated to 2000-01 
prices and the application of 2004 assessable income rules. The estimates for Queensland were computed 
before we became aware of recently introduced reforms. 
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of job poor households has emerged despite a healthy labour market. Among CRA 
recipients there are no measures specifically targeted on this group of housing assistance 
recipients, yet their rates of labour market participation are also poor by comparison to other 
ISP recipients. Why have so many housing assistance recipients apparently failed to benefit 
from the healthy employment growth experienced since the early 1990s? Or is the failure 
apparent rather than real, because housing assistance recipients (and CRA recipients in 
particular) quickly make transitions back into employment following spells of unemployment 
or temporary spells not in the labour force? In stage 3 of the research programme we aim to 
shed light on these perplexing issues. 
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3 FUTURE RESEARCH DIRECTIONS  

As we have shown above there is persuasive evidence that employment outcomes among 
housing assistance recipients are inferior to those of other income support payment  
recipients. Furthermore the employment position of housing assistance recipients and public 
housing tenants in particular has worsened over the period 1981-2001. But we cannot be 
certain about the causes of inferior employment outcomes among housing assistance 
recipients. The stage 1 programme of research has revealed evidence of poverty and 
employment traps among housing assistance recipients (see Project B), and the relatively 
high incidence of DSP could signal disguised unemployment. But they also correlate with 
impediments to economic participation such as the ‘digital divide’ and transport, education 
and health gaps. Project A of the stage 1 programme of research suggests that these 
impediments are a typically more sizeable hurdle for housing assistance recipients than for 
other recipients of benefits. While suggestive this evidence is not conclusive, as labour 
market behaviour may be unaffected. So, for example, unemployment traps are more severe 
among housing assistance recipients but could be ignored, or recipients may be unaware 
and as a consequence willingness to work is not impacted. More robust research methods 
are necessary if we are to successfully unbundle this confounding list of factors, and the 
application of such methods will be central to the stage 3 programme of research.   

In this section we sketch out research directions that aim to ‘pin down’ the direction and 
strength of any causal relationships between housing assistance and economic participation. 
We begin by reviewing secondary databases that could prove to be a valuable resource for 
further development of our programme of research. The focus is on longitudinal or panel 
databases, that is surveys that compile observations on the same group of persons over 
time. It is easier to disentangle cause from effect using panel as opposed to cross section 
data because: 

• Factors that can impact on employment prospects such as gender are for any one 
person fixed 

• Transitions of the same person onto and off housing assistance programmes can be 
observed and correlated with subsequent economic participation outcomes 

Table 5 summarises the strengths and weaknesses of 5 databases that have been reviewed 
as a potential resource that can be fruitfully used by CRV researchers20. All are panel data 
sets. Though the ABS SEUP is most helpful in terms of labour market information, it is not 
considered further because it is not possible to separately identify public and private renters 
and is now somewhat dated. There is one cross section data set that we will employ, the 
ABS SIHC.  It allows long run trends to be examined as CURFs from 1981 to 2004 have 
been released by the ABS. As the more recent CURFs have been used to model the tax-
benefit system it can be used as a benchmark to validate tax and benefit estimates arrived at 
from other data sets such as HILDA that we have also used to model the tax-benefit system.  

 We envisage three quantitative streams of research resourced by some or all of these 
databases, the choice being dependent on budget considerations. A qualitative programme 
of research that is also briefly discussed below will complement this quantitative research. 
We begin with a discussion of natural experiments, a research method that seeks to uncover 
                                                      
20 The review has been conducted by Heath Spong (RMIT University) and Rachel Ong (Murdoch University). See 
the final report of CRV1 Project D by Spong and Ong (2005) for more details.  
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circumstances that mimic laboratory based experiments where confounding factors can be 
held constant or excluded so as to isolate the relationship of interest. 

 

 15



 

Table 5: Strengths and weaknesses of alternative data sets 

Dataset Strengths Weaknesses 
Survey of Employment and 
Unemployment Patterns 
(SEUP) 

• Contains key variables for analysis of the 
relationship between housing assistance and 
economic participation; 

• Contains labour market program information that 
allows analysis of the impacts of labour market 
programs on participants’ economic participation. 

• It is not possible to identify housing assistance recipients - 
it is only possible to identify low-income renters who are 
therefore most likely to be in receipt of housing 
assistance; 

• It is not possible to distinguish between public and private 
renters; 

• The dataset is ‘dated’ (1994-97). 
General Customer Survey 
(GCS) 

• Contains key variables for analysis of the 
relationship between housing assistance and 
economic participation. 

 

• Strict terms of use have to be met, including signing a 
deed of confidentiality and commitment to security and 
privacy checks; 

• Fees of $3,960, plus travel and accommodation costs, will 
be incurred for security checks by the Department of 
Family and Community Services; 

• Lack of uniformity across waves; 
• Format is not very ‘user-friendly’. 

Jobseeker Data Set (JDS) 
 

• Contains key variables for analysis of the 
relationship between housing assistance and 
economic participation. 

 

• Strict security controls are imposed; 
• The dataset is very new and still under construction, 

hence there is uncertainty as to when the data can be 
accessed. 

HILDA Survey 
 

• Contains key variables for analysis of the 
relationship between housing assistance and 
economic participation; 

• The dataset is nationally representative; 
• Three waves are currently available and the fourth 

wave will be released in early 2006. 

• Small numbers of housing assistance recipients. 

Western Australian Homeswest 
Panel Data Set 

• Contains key variables for analysis of the 
relationship between housing assistance and 
economic participation; 

• Data on all tenants and ex-tenants are retained; 
• Sample size is large relative to other surveys; 
• In principle, the dataset enables researchers to 

observe the income of tenants when applying for 
public housing, when entering public housing and 
annually after entering public housing. 

• The dataset contains wage and salary information from 
which it is possible to observe whether a tenant is 
employed or not, but it is not possible to observe whether 
a person is in full-time or part-time employment; 

• Recording errors may mean that many cases in the 
dataset have to be discarded. 
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3.1 Natural Experiments 
In natural experiment study designs, variation in housing assistance programme 
provisions that result in similar people being treated differently are exploited. The 
economic participation outcomes are examined for evidence of any systematic 
association with the variation in programme provisions. One critical requirement is 
that observed differences in programme provisions can be assumed independent 
(are exogenous) of economic participation outcomes. A second is that sample 
numbers in groups subject to variation in programme rules are sufficiently large to 
sustain meaningful analysis. Two options are being explored. 

3.1.1 Differences in CRA Regulations 

The minimum rent threshold and treatment of certain subgroups under CRA 
regulations might offer circumstances that we could label a natural experiment test. 
There are some groups who are eligible for housing assistance, but do not receive it 
for reasons that might be treated as exogenous to the labour market participation 
decision. Benefit recipients paying rents below the minimum rent threshold receive 
no CRA despite having similar socio-economic and demographic characteristics as 
benefit recipients paying rents above the minimum rent threshold. The following four 
groups can be identified: 

• Group 1 - Working age persons who are not homeowners and may be eligible for 
CRA because they receive a benefit or receive more than the base FTB(A) rate, 
and receive CRA because they are paying rent above the minimum rent 
threshold; 

• Group 2 - Working age persons who are not homeowners and may be eligible for 
CRA because they receive a benefit or receive more than the base FTB(A) rate, 
but do not receive CRA because they are paying a rent below the minimum rent 
threshold; 

• Group 3 - Working age persons who are not homeowners and may be eligible for 
CRA because they receive a benefit or receive more than the base FTB(A) rate, 
but do not receive CRA because they are living rent free; 

• Group 4 - Working age persons who are not homeowners and may be eligible for 
CRA because they receive a benefit or receive more than the base FTB(A) rate, 
but do not receive CRA for other reasons.             
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Table 6: Sample numbers for natural experiment, 2000-01 

Sample group SIHC 2000-01 HILDA wave 1 
 Number % Number % 
Group 1     
CRA (BN) 272 27.2 267 30.0 
CRA(FA) 187 18.7 221 24.9 
     
Group 2     
No CRA - rent below minimum threshold 40 4.0 47 5.3 
     
Group 3     
No CRA – rent-freea 127 12.7 33 3.7 
     
Group 4     
No CRA – involved in rent-buy arrangementb 0 0.0 1 0.1 
No CRA(SS) - benefits do not attract CRAc 37 3.7 20 2.2 
No CRA(FA) - FTB(A)<base rate of FTB(A) 15 1.5 12 1.3 
No CRA(FA) – partner receiving CRA(FA) on 
behalf of income unit 

31 3.1 39 4.4 

No CRA(FA) - did not claim FTB(A)d 18 1.8 0 0.0 
Public housing 272 27.2 249 28.0 
Total 999 100.0 889 100.0 

Source: 2000-01 SIHC, HILDA wave 1  
Note:  
a. In HILDA wave 1, this category includes persons in life tenures. 
b. It is not possible to identify which private renters in the 2000-01 SIHC are involved in rent-buy 

arrangement. 
c. Benefits that do not attract CRA are Austudy, DSP for persons without dependent children, aged 

under 21 and living with parents, and other benefits for persons without dependent children, aged 
under 25 and living with parents. 

d. Families who are private renters with dependent children are paid CRA(FA) if they receive more 
than the base rate of FTB(A). However, some families who are private renters with dependent 
children report that they do not claim FTB despite having eligible income levels. FTB(A) 
entitlements are NOT calculated for such persons. Therefore, their CRA(FA) entitlements are also 
zero though they are eligible to receive CRA(FA).  

 

Sample numbers for the three groups from the 2000-01 SIHC and Wave 1 of the 
HILDA survey are reported in table 6. The numbers in groups 2, 3 and 4 are not 
large, however the use of HILDA waves 2 and 3 would increase the number of 
observations to a respectable size. Of more concern is the assumption that those 
eligible for CRA but not receiving entitlement are in such a position for reasons 
unrelated to their expected participation in the labour market. This seems unlikely; 
for example, those in group 2 could be paying low rents because of residential 
locations in depressed regional labour markets. 

3.1.2 Differences in Public Housing Assessable Income Rules  

A more promising natural experiment to test is differences in the way state housing 
authorities define assessable income for rent setting purposes. Public housing 
tenants generally pay rent at 25% of assessable income. Public housing tenants who 
have identical levels and sources of income may have different EMTRs and RRs 
because state housing authorities differ in their definitions of assessable income. In 
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addition rents are capped at assessed market levels and this introduces a second 
source of inter-state variation. 

The following are notable differences in assessable income rules between the states 
in the year 2004: 

• In Queensland, the income tax that is payable on the first $20,800 per year of 
earned income is subtracted from income that is assessed for rent payments21;  

• In the Australian Capital Territory (ACT), the DSP is not assessable and 
expenses incurred during the course of earning taxable income are deducted 
from income assessed for rent payments; 

• In Western Australia, a weekly working allowance of $30 is subtracted from 
income assessed for rent payments if unemployed non-disabled tenants gain 
employment. For disabled tenants, the working allowance is $50 per week. 

• In Queensland and South Australia, only 15% of income from child support 
payments is assessable. In the ACT, income from child support payments is non-
assessable.  

As some of these measures (eg the Western Australia weekly working allowance) 
have been introduced with a view to rewarding entry into employment, the proposed 
empirical examination is an opportunity to gauge their effectiveness. The importance 
of these differences in assessable income rules is gauged in table 7; each row 
shows the mean assessable income of the sample of tenants resident in state i when 
assessed under the provisions of state j as identified in the column headings. 
Consider the first row in table 7, which shows that mean assessable income among 
the sample of NSW tenants is $18,058. If this group of NSW tenants resided in 
Victoria their mean assessable income would be assessed at $21,671 (row 1, 
column 2), or 20% higher than as assessed by the NSW State Housing Authority. On 
the other hand under Queensland rules that subtract income tax on the first $20,800 
of earnings, mean assessable income would be $17,786 (row1, column 3), or 2% 
lower22.  

Note that public housing tenants living in Queensland will experience a notable 
increase in mean assessable income if most other state assessable income rules 
were applied (see table 7, row 3). Public housing tenants living in the ACT will also 
experience a large increase in mean assessable income if other state assessable 
income rules were applied. The rents paid by Queensland and ACT tenants are 
commensurately much lower than they would typically pay if they lived in the public 
housing offered by other state housing authorities in Australia. For example, the 
tenant on mean assessable income ($16,280) in Queensland pays weekly rent of 
$78, but if this same tenant were resident in Victoria their income would be assessed 

                                                      
21 After 4 July 2005, this threshold will be increased from $20,800 to $150,000. 
22 The estimates are based on the 2000-01 SIHC, the application of 2004-05 tax-transfer rules deflated 
to 2000-01 prices and the application of 2004 assessable income rules. The estimates for Queensland 
were computed before we became aware of recently introduced reforms. 
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as $19,066 and a weekly rent of $92 would be payable, a difference of 17%23.  We 
plan to exploit these variations by comparing the economic participation outcomes of 
Queensland and Western Australian public housing tenants with those in other 
states using HILDA waves 1 to 3, and then wave 4 when it is released.   
Table 7: Mean assessable income and market rent of working age public housing 
tenants, by state and assessable income definition 

Assessable income definition SampleState of 
Residence NSW VIC QLD SA WA TAS NTa ACTa  

Mean assessable income 
NSW 18,058 21,671 17,786 18,936 17,819 18,099 17,908 12,559 81 
VIC 16,892 21,661 16,599 18,399 16,566 16,923 16,675 13,064 58 
QLD 16,706 19,066 16,280 17,438 16,540 16,718 16,592 10,913 48 
SA 20,427 23,968 20,299 21,314 20,181 19,907 19,714 15,309 62 
WA 15,252 18,863 15,151 16,603 14,634 14,706 14,509 10,376 29 
TAS 16,738 20,714 16,740 17,771 16,479 16,592 16,393 10,465 55 
NT 26,825 31,397 26,801 29,128 26,511 26,877 26,620 24,953 8 
ACT 31,693 34,549 31,249 32,762 31,489 31,581 31,569 27,845 36 
All 19,175 22,796 18,947 20,241 18,901 19,032 18,855 14,129 377 
          

Percentage change in mean assessable income 
NSW 0.0 20.0 -1.5 4.9 -1.3 0.2 -0.8 -30.5 81 
VIC -22.0 0.0 -23.4 -15.1 -23.5 -21.9 -23.0 -39.7 58 
QLD 2.6 17.1 0.0 7.1 1.6 2.7 1.9 -33.0 48 
SA -4.2 12.5 -4.8 0.0 -5.3 -6.6 -7.5 -28.2 62 
WA 4.2 28.9 3.5 13.5 0.0 0.5 -0.9 -29.1 29 
TAS 0.9 24.8 0.9 7.1 -0.7 0.0 -1.2 -36.9 55 
NT 0.8 17.9 0.7 9.4 -0.4 1.0 0.0 -6.3 8 
ACT 13.8 24.1 12.2 17.7 13.1 13.4 13.4 0.0 36 

Source: 2000-01 SIHC 
Note:  
The 2000-01 SIHC does not distinguish between persons living in NT and ACT, so persons living in the 
territories have been randomly assigned to NT and ACT based on proportions from HILDA wave 1. 
 

3.2 Panel Data on Transitions and Economic Participation 
Panel datasets contain information on transitions in and out of housing assistance 
programmes and associated changes in economic participation that can reveal 
whether there is a causal relationship between them. Two datasets that can be 
employed in this regard are the Homeswest panel dataset, which contains data on 
public housing tenants from the state of Western Australia and HILDA, which 
contains national data on public housing tenants and CRA recipients. 

An emphasis on the importance of incorporating the effects of rationing has been a 
feature of recent US studies (Fischer, 2000; Painter, 2001; Shroder, 2002) into the 
relationship between housing assistance and economic participation. Rationing is 
common in the US where both housing vouchers and public housing are made 
                                                      
23 The mean after-housing cost disposable income that non-employed tenants in Queensland would 
receive if they were to gain employment is $20,009. However, if these tenants were to reside in Victoria, 
their mean after-housing cost disposable income upon gaining employment would be lower at $19,502.  
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available in fixed amounts that are insufficient to meet the entitlements of those 
eligible for housing assistance. This is of course a prominent feature of the public 
housing system in Australia, where applicants on waiting lists have consistently 
exceeded 200,000 in recent years (SCRCSSP, 2005).  

The role that waiting lists and rationing might play in relation to employment 
outcomes is a neglected topic in Australia. Rationing is potentially significant in this 
respect because: 

• The time spent applying and waiting for public housing might discourage 
applications, and therefore the longer the waiting time the more likely are 
potential applicants to find work because the discounted value of the public 
housing subsidy makes work even at low pay more attractive (Painter, 2001) 

• Those who apply and join waiting lists might reject offers of employment for fear 
of losing eligibility (particularly when those offers are casual, fixed term 
contracts), or even reduce labour supply if this would help advancement on the 
waiting list. (Fischer, 2000) 

• The transition into a public housing tenancy will mean a move that can disrupt 
family and working arrangements with negative consequences for employment. 

3.2.1 Homeswest Panel Dataset  

The Western Australia Department of Housing and Works released a sample of their 
tenancy records from the Fremantle and Albany regions of their housing stock24. 
Homeswest, the Western Australian State Housing Authority collects income and 
source of income information from their tenants at the application date (the date of 
first appearance on waiting lists), property occupation date (the date that the tenant 
enters public housing) and annually after occupation. Hence it is possible to track the 
income and employment path of tenants from the time they appear on the waiting list 
through entry into public housing and the trajectory that income and employment 
takes as a tenancy unfolds. 
Table 8: Employment profiles of Homeswest tenants in Albany and Fremantle 

  Employment rate (%) 
 Albany Fremantle 
Entry onto waiting list 25.4 11.9 
Entry into public housing 21.7 12.3 
Current 24.2 17.5 
Sample 244 2,029 
Source: Homeswest data set 

Table 8 compares the employment outcomes of tenants who entered waiting lists in 
the Albany and Fremantle regions from 1999 onwards. In Albany, the employment 
rate declines among the panel of waiting list applicants as they wait for a tenancy; in 
Fremantle, the employment rate increases slightly among applicants. In both 
                                                      
24 We are grateful to Roger Holding and Ian Hafekost for their assistance in supplying the tenancy 
records. Fremantle is an urban region within the Perth metropolitan area and Albany is a coastal region 
on the south west coast of Western Australia.  
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regions, employment rates increase as a tenancy unfolds. This is more significant 
among Fremantle tenants. The potential importance of these findings is discussed 
further in section 3 below. 

We plan a systematic analysis of a statewide sample of WA tenants that will: 

• Analyse the relationship between wait-time and employment profile 

• Distinguish the employment profiles of different types of tenant 

• Take locational considerations into account by separately analysing regional and 
metropolitan employment profiles 

• Pay particular attention to residential locations of households before and after 
entry into public housing. 

3.2.2 HILDA Waves 1-3 

HILDA is one of the first national longitudinal surveys in Australia. It is a dataset that 
is a very rich source of information on the labour market histories and socio-
economic background of a large sample of Australian households. Four waves of 
HILDA have now been completed, with wave 4 scheduled for release early in 2006. 
The tax-benefit system has been modelled using wave 1 (see project B, stage 1), 
and we anticipate the programming being extended to waves 2-3 in the second half 
of 2005. This means that detailed estimates of tax liabilities and ISP entitlements are 
available for the measurement of EMTRs and RRs in wave 1, and will become 
available for waves 2 and 3 later this year.  

We envisage use of our tax-benefit modelling to estimate the impact that transitions 
onto (and off) housing assistance programmes have on EMTRs and RRs. A key 
research exercise will be the analysis of relationships with subsequent labour market 
outcomes, given controls for other factors shaping labour market outcomes. A 
particular angle that will be explored is the employment and earnings outcomes of 
the long term unemployed that have been required to engage in Mutual Obligation 
Activities (MOA). This research exercise is motivated by US evidence (Verma, Riccio 
and Azurdia, 2003) indicating that ‘sanctions’ are more likely to result in positive 
employment outcomes for those long term unemployed that receive housing 
assistance. 

Sample numbers for those making transitions on and off housing assistance are 
explored in tables 9 and 10. Waves 2 and 3 identify 232 working age persons 
entering or exiting public housing, and a somewhat larger 370 working age persons 
likely to be entering or exiting CRA because they are ISP recipients and living in 
private rental housing. There are 421 (5% of) working age persons that were the 
subject of MOA between waves 1 and 3. There are 146 or 55% of the unemployed 
MOA subjects who are likely to be eligible for housing assistance because they 
receive an ISP and reside in private rental housing. The release of wave 4 will further 
increase the sample of observations. 
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HILDA offers a very cost effective way of conducting these research exercises. A 
very much larger sample of housing assistance recipients can be analysed using the 
FACS Longitudinal Data Set (GCS). It is however costly to obtain and will be used if 
the budget permits. 
Table 9: Transitions in and out of public housing, 2001-03 

Period Entrants Exits Number of public housing tenants 
Wave 1 (2001) n.a. n.a. 427 
Wave 2 (2002) 47 51 423 
Wave 3 (2003) 63 71 415 

Source: HILDA waves 1,2,3 
Note: The sample is derived from persons who responded in all three waves. 
 
Table 10: Benefit recipients’ transitions in and out of private renting, 2001-03 

Period Entrants Exits Number of private renters 
Wave 1 (2001) n.a. n.a. 582 
Wave 2 (2002) 99 83 598 
Wave 3 (2003) 104 84 618 

Source: HILDA waves 1,2,3 
Note: The sample is derived from persons who responded in all three waves and who received a 
pension or allowance in all three waves. 
 

3.3 Econometric Modelling 
An important aim of the research programme will be measurement of the impacts of 
housing assistance reforms on economic participation and possible trade-offs with 
housing affordability. Two key impacts for such a measurement exercise will be: 

• The econometric modelling work of Whelan (2004) and Flatau, Forbes, 
Hendershott and Wood (2003)  

• The tax-benefit modelling reported in Wood et al. (2005)  

The econometric modelling reported in Whelan (2004) will be repeated but with a 
modified specification that includes the EMTR and RRs measures that are an output 
from stage 1 of the CRV programme of research (Wood et al. 2005). The estimates 
from this modelling exercise will be used to conduct policy simulation exercises. For 
example, would de-coupling public housing rents from assessable income by setting 
rents at their market levels and extending CRA eligibility to public housing tenants 
increase employment among those tenants, and what would be the impacts on 
housing affordability? The modelling will be replicated using HILDA and SIHC thus 
permitting validation. 

3.4 Qualitative Research 
Research that employs secondary datasets allows the researcher to use rigorous 
statistical methods to test hypotheses. But it is limited by the information contained in 
those datasets. Qualitative research is designed to ‘dig down below the surface’ and 
uncover relationships that cannot be quantified using secondary datasets. So, for 
example, the role that is played by social values and expectations (such as parenting 
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responsibilities) in shaping employment outcomes is a typical subject for qualitative 
research. The study design envisages a layered program of qualitative research that:  

• Draws on the findings from research projects conducted in stage one of the CRV 
by exploring the ways in which differential access to computers and the internet, 
inferior educational qualifications, poor health and locational disadvantage; and 
for women with children the role of access to child care and ‘family friendly’ 
workplaces might impact on economic participation decisions;  

• Examines whether, how, and to what extent people who are non-participants in 
the labour force or unemployed and seeking work consider both the financial and 
non-financial aspects of housing assistance in making decisions about economic 
participation;  

• Explores factors that encourage or discourage transitions into various form of 
economic participation, including the relationships between these factors. In 
particular, the research will explore the contribution of housing-related factors 
relative to other contributors to individual and family well-being, such as 
managing disabilities or health issues and caring for children or other relatives; 
and  

• Investigates the extent to which social values and expectations underpin the 
ways in which housing assistance recipients make decisions about economic 
participation, such as attitudes to parenting, connections with local area, and 
family and neighbourhood norms in relation to economic participation 

This qualitative stream of research is then intended to enable a deeper, more 
nuanced understanding of the linkages between housing assistance and economic 
participation, and in particular will uncover the role played by variables that are 
unobservable in secondary datasets. 

In view of the findings in Project A of the stage 1 report, where we found that location 
is a potentially important confounding factor in the relationship between housing 
assistance status and economic participation, the research will be conducted across 
different types of location by selecting for study the following types of areas as 
determined from Census and other data:  

• An inner urban location with low household incomes, high house prices/rents, a 
strong job market and good access to educational opportunities; 

• An outer suburban location with low household incomes, low house prices/rents, 
a weak job market and relatively poor access to educational opportunities; and 

• A regional centre with low household incomes, moderate house prices/rents, a 
moderate job market and moderate access to educational opportunities (centre 
with a University but less access to technical and further education and other 
educational opportunities than an inner urban area). 

A particular emphasis of the research will be gender because men and women 
experience quite different patterns of economic participation, particularly in 
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employment, and most recipients of housing assistance are female. This focus will 
also help shed light on the apparent differences in female employment participation 
rates by housing assistance status (see page 5 above). 

The research will use an iterative approach, using elements of an action research 
methodology. This approach involves a continual process of questioning, fieldwork, 
and analysis, and then a reflection on the findings, which is then used to inform the 
next stage of the research. It will be as far as possible a process of collaborative 
inquiry involving the researchers, policy makers, service providers and peak 
organizations, and housing assistance recipients and their representatives. The 
researchers will:  

1. Facilitate reflection by participants on the current situation in relation to housing 
assistance and economic participation and assist in the formulation of key 
questions; 

2. Inquire through research to find the answers to these questions, and analyse 
findings from the inquiry stage; 

3. Feed back findings to participants enabling further reflection, and so on through a 
cycle of improvement (Wadsworth, 1997).  

This approach has been selected, as this is a relatively new area of research in 
which we have, to date, only partial and fragmentary findings.  
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4 CONCLUDING COMMENTS: WHAT HAVE WE 
LEARNT? 

In the 20-year period 1981-2001 employment outcomes among public housing 
tenants and private rental tenants eligible for Commonwealth Rent Assistance (CRA) 
have deteriorated, despite an improving employment outlook during most of the 
1990s. Three dimensions of this trend are particularly noteworthy: 

• The decline cannot be explained by changes in the observable socio-economic 
and demographic characteristics of housing assistance recipients; 

• The trend is accompanied by job polarisation among housing assistance 
recipients with a rising incidence of households containing no employed working 
age adults; 

• Working age females in public housing have not shared in the employment 
growth experienced by working age females elsewhere in the housing system. 

Those working age adults eligible for housing assistance generally confront deeper 
poverty and unemployment traps than income support recipients. However, there are 
caveats: CRA does little to contribute to poverty traps, and among CRA (FP) 
recipients Family Tax Benefits play a more important role. On the other hand, among 
public housing tenants income-based concessional rents make a significant 
contribution to the depth of both poverty and unemployment traps. 

Working age women receiving housing assistance are particularly vulnerable to 
poverty and unemployment traps, and among this group of women, it is those with 
non-working partners or those residing in public housing that have the deepest 
poverty and unemployment traps. This could be one important explanation for the 
relatively high and rising incidence of jobless households among housing assistance 
recipients, and public housing tenants in particular. 

But this linkage may be apparent rather than real. Using secondary data sources we 
have uncovered prima facie evidence of multiple barriers to economic participation 
that include differential access to computers and the internet, inferior educational 
qualifications, poor health and locational disadvantage; and for women with children 
the role of access to child care and ‘family friendly’ workplaces have yet to be 
satisfactorily explored. It needs to be emphasised that these possible barriers to 
economic participation have not been shown to be significant. Their potential causal 
role and importance will be central to the research agenda addressed in stage 3 of 
the CRV. 

There is also a puzzling aspect to our findings with respect to public housing tenants. 
Using an admittedly unrepresentative (geographically) panel sample of WA tenants, 
there is some evidence that as tenancy lengthens employment rates improve. With 
respect to a smaller but national 239 panel sample of working age persons 
continuously resident in public housing through waves 1-3 of the HILDA survey, 
employment rates increase from 29% to 34% of these continuously resident tenants. 
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Why do we observe long run decline in employment participation rates among public 
housing tenants, when it would appear as if employment rates improve with length of 
tenancy? 

The somewhat simplistic statistical comparisons drawn in stage 1 of this CRV will 
now be augmented by more sophisticated programmes of quantitative and 
qualitative research that offer the prospect of robust evidence with regard to: 

• The direction of causation linking housing assistance and economic participation 

• The role of work incentives versus other variables impacting on the economic 
participation outcomes of housing assistance recipients 

• The role of unobservable variables in shaping economic participation outcomes 

A key aspect of this research will be policy simulation work that evaluates the relative 
merits of alternative housing assistance reforms motivated by the aim of improving 
employment participation outcomes. The policy evaluation will strive to broaden the 
perspective by measuring potential trade-offs with housing affordability. 
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5 APPENDIX 1 

Project A: A Detailed Profiling of housing assistance Recipients Relative to 
Benchmark Groups in the Australian Population 

This project addresses two key questions. Firstly, is there anything about the 
housing assistance and employment relationship that should concern policy makers 
and academics? Secondly, does a detailed profiling of working age housing 
assistance recipients against benchmark groups in the working age population, 
suggest that aspects of the housing they occupy or of their socio-economic, 
demographic and health characteristics might be relevant to employment outcomes? 
The project’s approach involves the use of confidentialised unit record files from 
various surveys. Findings from various surveys are compared for validation 
purposes. 

The research team comprised: 

• Simon Kelly, University of Canberra 

• Rachel Ong, Murdoch University 

• Gavin A. Wood, RMIT University 

Project B: Measurement of Effective Marginal Tax Rates and Replacement 
Ratios 

This project addresses the question of whether housing assistance programs 
deepen poverty and unemployment traps among housing assistance beneficiaries by 
providing estimates of effective marginal tax rates (EMTRs) and replacement ratios 
(RRs). EMTRs measure the proportion of an incremental increase in private earnings 
that is lost through taxation and the clawback of government transfer payments. RRs 
measure the proportion of disposable income that is ‘replaced’ when not employed. 
The methodology takes account of the interactions between the tax-transfer system 
and housing assistance measures. The project focuses on the contribution of 
housing assistance to EMTR and RR outcomes and examines how EMTRs and RRs 
have changed over time for housing assistance beneficiaries relative to benchmark 
groups in the working age population.  

The research team comprised: 

• Michael Dockery, Curtin University 

• Paul Flatau, Murdoch University 

• Rachel Ong, Murdoch University 

• Gavin A. Wood, RMIT University 

Project D: An Audit of Alternative Panel Data Sets Suitable for the Analysis of 
housing assistance and Economic Participation Outcomes 

The key aim of this project is to identify panel data sets that can potentially be 
employed to examine the relationship between housing assistance and economic 
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participation outcomes in Australia. It introduces the economic theory that 
economists have used to explain this relationship, reviews the empirical studies that 
have attempted to test these theories and discusses alternative ways in which the 
housing assistance-economic participation relationship can be examined. The 
project identifies Australian panel data sets that contain information which enable 
researchers to track the economic participation histories of people making transitions 
into and out of housing assistance programs and compares the suitability of 
alternative panel data sets for the purposes of modelling the housing assistance-
economic participation relationship.  

The research team comprised: 

• Heath Spong, RMIT University 

• Rachel Ong, Murdoch University 

Project E: An Audit of Australian and Overseas Policy Initiatives Designed to 
Promote Housing Policy and Economic Participation Goals 

The central purpose of this project is to contribute to the evidence base which can 
inform further housing assistance policy and program development in Australia that 
will support increasing levels of economic participation of disadvantaged Australians. 
The project provides a description of the nature and level of economic participation 
of public housing tenants in Australia through which it aims to give a little more 
definition to the ‘problem’ of low levels of economic participation. It describes 
Australian and overseas housing assistance measures designed to promote 
economic participation and reviews the study designs used in research and 
evaluation of such measures. 

The research team comprised: 

• Tony Dalton, RMIT University 

• Rachel Ong, Murdoch University 
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