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The Interplay between Economic Inequality Trends and Housing Regime Changes in Advanced Welfare Democracies

Abstract

In this paper, I argue that our understanding of the increase in economic inequality in advanced welfare de-
mocracies could be enhanced by taking account of the changes which took place in the housing regimes of many
countries. I demonstrate how one could derive testable hypotheses concerning a direct relationship between both
social trends, which can at least theoretically go in both directions (i.e. changing housing regimes influencing
inequality trends, or inequality trends influencing characteristics of housing regimes), while the ‘classical’ driving
forces of increasing inequalities function as intermediate variables in a multivariate model. Alternatively, a simple
interaction model could guide future research, in the sense that social trends which are routinely considered as
‘driving forces’ of increasing economic inequality — but altogether do not explain that much of the observed long-
term trend — could theoretically work out in a different way under different housing regimes.

Keywords: income inequality trends, housing regimes, homeownership, social inequality
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The Interplay between Economic Inequality Trends and Housing Regime Changes in Advanced Welfare Democracies

In recent years, a great deal of theoretical accounts and empirical research from different disciplines — econ-
omy, sociology, political science and epidemiology — have focused on the upward trend in economic inequality
that seems to be characteristic of many advanced welfare democracies since the late 1970s. Most of these ex-
planations — which are often referred to as ‘drivers of inequality’ or ‘driving forces’ — have concentrated on the
impact of large-scale changes on different levels of analysis, such as technological change, globalization and the
internationalization of market economies, flexibilization of labor markets (which might or might not follow from
the pressures of globalization), the declining impact of unions, welfare state restructuring (more in particular the
failure to raise minimum benefits and wages in line with average wages), or changes in household size and struc-
ture. These changes are supposed to affect either the relative sizes of specific population groups with a lower and
higher wage or (household) income — which makes for a ‘compositional’ effect — or the relative earnings received
by these groups, and more specifically the high- and the low-skilled, in return for their labor.

So far however, although the trends are relatively well-documented, most publications focus on one or only
a few so-called ‘driving forces’ or determinants of economic inequality trends at the same time (exceptions are
Alderson et al. 2005; Bandelj and Mahutga 2010). This makes it difficult to judge which of a whole range of
explanatory variables are more important. Most studies are furthermore ‘macro-quantitative’ and hence based on
the analysis of crude macro-level indicators available for a large (but in statistical terms still small) number of
countries or ‘country-time points’. Although the explanations that have been put forward seem plausible, given the
limits of the data and methods at hand, direct evidence is scarce. Far-reaching conclusions are hence often derived
from patching together available time trends for a smaller number of crudely measured ‘general’ indicators of eco-
nomic and welfare state performance (e.g. Neckerman and Torche 2007; Morris and Western 1999; DiPrete 2007).

As a consequence, accounts of how social and economic risks have become redistributed over time in a par-
ticular institutional setting are mostly lacking, and hence is our understanding. A complicating factor is that we are
dealing with ‘causal heterogeneity’: given institutional differences, driving forces in one country do not need to be
similar to driving forces in another country, nor is their impact by definition the same. Social reality is furthermore
seldom as linear as assumed by regression models: it is likely that driving forces interact with each other over time,
leading to specific distributional outcomes in specific contexts. More knowledge about these interacting drivers in
specific institutional settings is necessary if we want to gain a deeper understanding of the underlying processes re-

sponsible for rising inequality in earnings and (household) income, as well as the consequences of these processes.
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Apart from considering which ‘driving forces’ should be included and how this should be done, there is also
the complication that, taken together, all these factors still only explain a rather small part of the observed upward
trend in earnings and income inequality. Many studies conclude by noting that although the estimated effects are
significant, inequality also to a large extent rose within educational, occupational or demographic groups, beg-
ging the question whether we should not look elsewhere for alternative or additional explanations. The argument
for looking into additional ‘driving forces’ is also justified by the finding that most of the increase in economic
inequality was caused by a rise of incomes at the top, rather than by a fall of incomes at the bottom of the income
distribution. Most explanations that have been put forward however focus at the plight of households situated in
the bottom half of the income distribution, i.e. the low-skilled and those dependent on welfare benefits.

There are several avenues worth looking at. Atkinson (2003, 2001, 2000, 1999) for instance has criticized
standard ‘economic’ explanations for rising income inequalities and pleads to investigate changing pay norms,
leading to a stronger link between productivity and pay, and hence higher wage differentials. Such a shift could
come about by employers being less concerned about their reputation (for instance, following an economic shock
that necessitates cutting employees’ benefits anyway, making a worsening of work and pay conditions palatable to
employees fearing job loss) or being more driven by short-run profits and shareholders’ pressures.

Another gap in the literature concerns the impact of welfare state roll-back. Several authors have pointed out
that, especially in Europe, the welfare state has been particularly effective in protecting households against in-
creased inequalities originating from market incomes (Forster and Pearson 2002; Forster and Pellizzari 2000; Ken-
worthy and Pontusson 2005; OECD 2008). Hence, in many countries, taxes and transfers policies have managed to
fend off a ‘translation’ of raising market inequalities into a similar size increase of inequality in terms of disposable
household incomes. At the same time, even the most generous welfare states have undergone a certain amount of
retrenchment during the last decades (Korpi 2003; Allan and Scruggs 2004). It would hence be interesting to find
out whether spending cutbacks (or more hidden ways of retrenchment, such as the choice not to upgrade benefits
in line with growth of economic affluence) are linked to a widening of the income distribution. In the Netherlands
for instance, the steep rise of income inequality during the last half of the 1980s is clearly linked to cutbacks in a
number of welfare state benefits (Pommer et al. 2003).

In this paper [ however take another ‘alternative’ route, and explore whether changes in housing regimes, and
more specifically the increase of owner-occupation and concomitant changes, have contributed to the upswing in
(household) economic inequality — or vice versa. To my knowledge, this specific avenue has been explored in a

handful of papers (e.g. Di 2007, 2005; Dwyer 2009; Matlack and Vigdor 2008) focusing on the United States (US).
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There are however good reasons for comparative scholars of trends in inequality to expect a relationship between
housing inequality and economic equality. Housing provision and housing inequality are intimately linked to
economic well-being at different levels. At the individual level, housing costs — be it for owning or renting — are
the single largest item in many household budgets, seriously limiting the degrees of freedom as to how to spend
disposable income. For homeowners, their dwelling is the biggest investment they will ever make, and for low-in-
come homeowners, housing wealth is often the only form of wealth (e.g. McCarthy et al. 2001; Di 2005). Although
a narrow focus on social spending in terms of transfers and benefits (e.g. housing allowances) distorts our view,
housing provision has been an important part of public policy since the late 19" century. There are many ways in
which the welfare state plays a role in the provision of housing, and although the ‘explicit’ and ‘obvious’ support
through social housing provision has declined nearly everywhere, the (re-)distributive effect of different housing
policies (for instance, through tax benefits for homeowners or by intervening in credit markets) on the economic
well-being of households remains, though difficult to estimate, quite large (Fahey and Norris 2010). Finally, hous-
ing regimes have important institutional complementarities with the larger economy (e.g. Schwartz and Seabrooke
2008a). Housing provision has evolved from a ‘classical’ Keynesian instrument of macro-economic engineering
to a (non-productive) source of economic growth based on the deregulation of globalizing housing finance and
wider financial markets. Growing income and wealth inequalities driven by stronger accumulation at the top of
the income distribution were partly based on the inclusion of housing finance into new and complex financial
instruments, yielding large profits derived from assumed house price inflation, and were — here we are full-circle
— backed-up by pro-owning government policies. These links between the welfare state, the housing regime, the
larger economy and the economic well-being of individual households take on a different form and intensity in
different institutional settings. Developments and trends in the role of housing on one level might furthermore be
unaligned with changes on another level, creating tensions and conflicting interests. In the end, the bill resulting
from these tensions is likely to end up with households and taxpayers.

Starting from a review of the state-of-the-art on income inequality trends and changing housing regimes, in
this contribution I develop a conceptual framework for analyzing the interplay between both societal trends. I ex-
plore how integrating knowledge and research from both research traditions results in new and testable hypotheses

for cross-national research on the redistribution of social and economic risks.
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1. The Great U-Turn in America and Europe

While sociologists where still quibbling over the ‘death of social class’, the democratization of social, eco-
nomic and ecological risks and the increased opportunities for individuals to construct their own individualized
‘choice biographies’ in the postmodern era (e.g. Beck 1992; Pakulski and Waters 1996), economists were strug-
gling to explain what turns out to be one of the most significant social trends of the post-war era: the upward
trend in earnings and income inequality. Several authors (DiPrete 2002, 2007; Ganzeboom et al. 1991; Morris and
Western 1999) have pointed out how for decades, social inequality was analyzed by sociologists in terms of social
class, which was in turn derived from the position in the occupational structure, usually of the main breadwinner.
Internationally and historically comparable measures of social class allowed researchers to analyze how ‘open’
or ‘closed’ societies are, by looking at the extent of inter- and intra-generational mobility. According to DiPrete
(2002, 2007), this narrow focus made it difficult to identify wider trends in inequality because the latter mainly
expressed themselves in terms of relative wages, earnings and income, and in the ways earnings and benefits of
household members are pooled within the household.

Perhaps the trend in earnings and income inequality caught the attention of economists first because it ran
against predictions based on the so-called Kuznets’ Curve (Kuznets 1955). According to Kuznets, the relationship
between economic development over time and the extent of inequality in a society follows an inverted U-shape:
inequality first increases up to a peak, to decrease again at the later stages of development. This pattern can be
expected because of three underlying ‘driving forces’ (for an extensive overview, also see Alderson and Nielsen
2002): 1) the expansion of education, producing a decline in inequality with economic development as wages of
skilled and unskilled workers become more equal; 2) the shift from agriculture (paying low wages) to the second-
ary and tertiary sectors (paying high wages), producing an inverted-U trend of inequality over time; and 3) the
demographic transition (the transition from high to low population growth), also producing an inverted-U trend
through the influx of larger cohorts of young and unskilled workers at the bottom of the earnings scale during the
transition phase. The Kuznets’ Curve turned out to be true, but only up to a certain point in time. As economic af-
fluence increased, in many modern welfare states an upward trend in inequality was identified. This reversal of the
long-term trend towards less inequality was coined by Harrison and Bluestone (1988) as the ‘The Great U-Turn’.

Before moving on to the explanations for The Great U-Turn, it is necessary to consider whether it is justified
to speak of a real, long-term, upward trend. Several authors point out that the increase in inequality has been most

obvious in the US and the United Kingdom (UK), with in fact a larger increase in the latter country (Alderson et
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al. 2005; Atkinson 2001, 2003, 2008). The experience across countries is hence not uniform. Looking at the data
presented in the Growing Unequal-report published in 2008 by the Organization for Economic Co-Operation and
Development (OECD), from the mid-1980s to the mid-2000s, the income distribution widened strongly in Fin-
land, Norway, Sweden, Germany, Italy, New Zealand and the US. Income inequality decreased however in France,
Greece, Ireland, Spain and Turkey. This study also finds that the increase was stronger from the mid-1980s to the
mid-1990s compared to the time period from the mid-1990s to the mid-2000s. Different studies however report
different results, depending on the countries analyzed and the time period under consideration. Comparisons are
further complicated because of different data sources (tax returns versus income surveys or ‘expert opinions’),
different income concepts (market incomes versus net incomes, individual earnings versus household incomes or
wealth) and the use of different measures and methodologies (for an overview, also see Brandolini and Smeeding
2009).

Focusing on the whole income distribution (as most studies have done so far) can furthermore seriously distort
our view of what has actually happened. While earlier accounts of the upward trend in income inequality were
mainly focusing on the bottom of the income distribution, there has been a growing awareness that at least part
of the trend can be explained by changes at the top (Atkinson 2003; Leigh 2009). A large part of the increased
income inequality in the UK for instance was caused by the much larger income growth at the top compared to the
bottom of the income distribution (e.g. Goodman 2001). As stated in the introduction, this means that we are in
need of ‘driving forces’ explaining growing incomes for those households who are already doing relatively well.
Furthermore, it might be a good idea to look at developments of inequality over time for specific income sources:
investment income, earnings, etc.

All in all, most people agree that the upward trend in pay and income inequality seems to be in place in most
modern welfare states. It is however important not to overestimate this trend. According to the Growing Unequal-
report (OECD 2008: 15), the trend is ‘widespread and significant, but moderate’. For the two decades from the
mid-1980s to the mid-2000s, the increase in the Gini-coefficient! across the 24 countries for which data are avail-
able is around 0,02 points, or 7%. Also, the picture across countries is diverse. In many countries, the upward trend
is not smooth, but interrupted by periods of stability or even decreasing income inequality. It might hence be better
to analyze changes in the income distribution in terms of ‘episodes’ of increasing or decreasing income inequality
(Atkinson 2001). To my knowledge, there is as yet no study analyzing the upward ‘trend’ in income inequality

using methods of analysis exploiting this idea.

1 The Gini-coefficient is a widely used measure of income inequality that ranges from 0 (everyone has the same income) to 1 (one person
owns all the income).
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As mentioned in the introduction, numerous studies from different disciplines have focused on different ‘driv-
ing forces’. While economists have concentrated on the inequality of earnings (and hence, market income) and
on changes affecting the supply and demand of skilled and unskilled labor and consequently, pay differentials
between both, welfare state researchers have focused on institutional determinants such as union strength and
minimum wages. Demographers look at changes in population structure and analyze whether the upswing in in-
come inequality can be related to changes in the proportion of various social groups with high and low incomes.
Political scientists have drawn attention to the impact of left or right party power, while sociologists argued that
at least part of the increased inequality of household incomes can be related to the ways in which earnings and
welfare state benefits are pooled within households. While some of these driving forces are more suitable to ac-
count for inequality trends within countries (e.g. the explanations focusing on the demand and supply of skilled
and unskilled labor), others were developed to explain differences in inequality trends between countries (e.g. the
institutional explanations).

Starting with the contribution from economics, the supply-side-’driving forces’ are most easily dealt with: an
increasing supply of (low-skilled) labor — caused by the larger size of the baby boom cohorts, the increased labor
market participation of women or the influx of immigrants — resulted in lower wages at the bottom of the pay
distribution. According to Morris and Western (1999), looking at trends in pay inequality in the US, the influx of
immigrants is the only variable which finds empirical support. In their multivariate analysis of a range of ‘driv-
ing forces’ of household income inequality across 16 western welfare democracies, Alderson and Nielsen (2002)
however find that both the net migration rate and the female labor market participation rate have a positive and
significant effect on the extent of income inequality.

Other economic theories have focused on factors impacting on the demand for skilled and unskilled labor, and
on how these were influenced by technological advancement and ‘globalization’ (Alderson et al. 2005; Alderson
and Nielsen 2002; Atkinson 1999, 2003, 2008; Bandelj and Mahutga 2010; Morris and Western 1999; Neckerman
and Torche 2007; Tilly 2006). One of the earlier explanations contributed the increase in earnings inequality to a
process of so-called ‘Skill-Biased Technological Change’ (SBTC) as an explanation for the collapse of wages at
the bottom of the earnings distribution (a phenomenon peculiar to the US). According to this perspective, techno-
logical changes in the workplace requiring a higher skill-level (e.g. computerization) led to an increasing demand
for high-skilled labor compared to low-skilled labor, causing an increase of wage premiums for higher-educated
people (which in the case of the US was actually mainly driven by the collapse of wages at the bottom of the earn-

ings distribution). As it turned out, the evidence is rather weak, as productivity seems to have stagnated following
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the introduction of technological changes leading to skill-intensive workplaces (Morris and Western 1999). It is
hence difficult to see how SBTC could have led to an increased premium for higher education — although it also
has been argued that the impact of SBTC on the college premium was dampened by the entrance of higher edu-
cated youngsters from the larger baby boom cohorts. Finally, although technological advancement happened at
about the same time in the US and Europe, the upswing in income inequality started significantly later in Europe
(DiPrete 2007).

The increase in earnings inequality thus seems to be ‘caused’ by factors other than technological change.
A simple version of the so-called ‘de-industrialization’ thesis stated that higher income inequality resulted from
the shrinkage of the industrial sector and the concomitant expansion of the service sector, characterized by more
earnings dispersion. This explanation however fails to account for the fact that most of the widening in earnings
actually happened within sectors (Chevan and Stokes 2000; Morris and Western 1999; Tilly 2006; Neckerman and
Torche 2007).

Other macro-economic driving forces influencing the demand for skilled versus unskilled labor have focused
on the impact of globalization. One version of this argument states that the declining demand for unskilled labor is
caused by a liberalization of international trade and increased trade flows, resulting in the import of ‘low-skilled’
goods from Newly Industrializing Countries (NICs). ‘“Textbook’ theory predicts that although the process is the
same in Europe and the US, the outcome is different (e.g. Esping-Andersen 1999). In the US, wages fluctuate
freely, resulting in a wider wage dispersion. In many European countries there is a minimum wage, and welfare
benefits are relatively high, resulting in higher unemployment rates, mainly affecting low-skilled laborers. In a
series of publications on this topic, Atkinson (1999, 2000, 2001, 2003) has argued that the argument on which this
‘Transatlantic Consensus’ (referring to a single cause having a different impact in the US compared to Europe)
or ‘jobs-equality trade-off? is based, is faulty, because it only takes account of the bilateral relationships between
either the US or Europe on the one hand, and the NICs on the other hand. Atkinson argues that taking account of
American-European trade relationships, as well as of the possibility that Europe might have adapted by special-
izing in high-skilled goods, would alter the outcome.

DiPrete (2007) points out some further problems, such as the fact that, although pressures flowing from glo-
balization are similar, the timing of the upward trends in income inequality in Europe and the US does not cor-

respond. European experiences are furthermore heterogeneous. In several European countries, there has been a

2 While in the economic literature this process is referred to as the ‘Transatlantic Consensus’, in the more sociological literature it is known
as the ‘jobs-equality trade-off”.
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notable increase of labor market flexibility, not so much in terms of flexible wages, but in terms of increased job
insecurity.

It is now widely accepted that the increase in earnings inequality occurred as a consequence of institutional
changes in firms and labor markets, resulting in altered employment relationships and driven by cost-reduction
motives of employers (e.g. DiPrete 2007; Neckerman and Torche 2007). Although part of the choice for this so-
called ‘low road’ (Tilly 2006) is indeed due to increased competition on a global scale, business strategies have
also shifted from a climate in which investing towards long-term profitability of companies was the standard, to
a world in which managers and executives receive high personal rewards for maximizing short-run profits for
shareholders. Cost-reduction has gone hand in hand with an increased demand for flexibility, of labor itself and of
those who sell their labor: by outsourcing and subcontracting, often to low-wage countries, and by using numerical
flexibility to cope with periods of high and low demand. Companies hence employ a small core of well-paid work-
ers, and increasingly rely on less well-paid fixed-term and part-time workers as and when needed. Tilly (2006)
points out that, in their quest to save money, employers are failing to invest in the long-term productivity of their
employees, resulting in the loss of human and physical capital, hence reducing the potential for innovation. In the
long run, this ‘low road’ can thus be considered as irrational, and potentially harmful for economic growth.

So far most attention has gone to explanations focusing on the bottom half of the income distribution, while in
anumber of countries the more recent upswing in income inequality was caused by changes in the upper half of the
income distribution. This increase at the top seems to be more outspoken in the Anglo-Saxon countries. A potential
explanation can be found in the fact that capital gains have increased over time. There also seems to have been an
increase in top wages (Leigh 2009), which is sometimes linked to the emergence of an international labor market
for highly paid executives. This is referred to as the ‘superstar’ theory, predicting higher rents for those with the
highest abilities in a globalized world. According to Atkinson (2003, 2001, 2000), this chain of events could have
lead to a ‘tilt” in social norms regarding pay determination, resulting in a stronger link between productivity and
pay, and the acceptance of a wider earnings distribution by all workers.

From the heterogeneous experience of European countries, it can be derived that institutional factors also
have an influence on the extent of economic inequality. In the literature, attention has focused on the impact of: 1)
the existence of a minimum wage and how the erosion of the minimum wage in some countries resulted in more
income inequality; 2) the (declining) strength of unions; and 3) the inequality-reducing potential of taxes and
transfers. Significant effects on the extent of earnings and income inequality across countries have been identified

for all three institutional factors (Alderson and Nielsen 2002; Esping-Andersen and Myles 2009; McCarthy and
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Pontusson 2009; Kenworthy and Pontusson 2005; OECD 2008). So far however, research seems to have focused
on explaining how increasing pay and income inequalities have been countered more or less successfully by dif-
ferent welfare state types, with less attention paid to the possible impact of specific welfare state developments
over time on inequality trends. Although some studies (e.g. Cantillon et al. 2004) have pointed out that the value
of minimum benefits (though not of minimum wages) for the population of working age has been eroded in most
European countries (EU-15) during the course of the 1990s, this research has not been linked in a systematic way
to trends in income equality.

Concerning the impact of political institutions, Brady and Leicht (2008) have shown how cumulative right
party power has acted as a driver of economic inequality in advanced welfare states, by widening the overall
income distribution and by increasing the gap between the middle and the top of the income distribution. They
state that cumulative right party power seems to enhance inequality more than it can be reduced by cumulative left
party power, because by altering the playing field for the next election, left parties have been forced to embrace a
more neo-liberal agenda. Other causal mechanisms that are identified point at legislative action aimed at reducing
government expenditure and at policies impacting on labor market inequality prior to taxes and transfers.

Finally, demographers and sociologists have focused on the impact of population structure and of homogamy
in partner selection. Concerning population structure, Growing Unequal (OECD 2008) has focused on the impact
of changes such as the increase in the share of people living alone and in lone-parent households, leading to a
decline in average household size and a concomitant reduction of economies of scale. Little evidence is however
found of a link between changes in relative income and populations shares, which means that trends in income
inequality are mainly driven by changes in income within demographic groups. This is confirmed by Burtless
(2009), who finds that in the US 85% of the change in the Gini-coefficient would have occurred even if the demo-
graphic structure had remained unchanged. Other studies however did find an effect of the increase in the number
of female-headed families on the upward trend in income inequality (Chevan and Stokes 2000, for the US).

There is however another mechanism that possibly increases household income inequality — and which can
manifest itself even if the earnings distribution would have remained unchanged. Given the increased educational
level and labor market participation of women during the last decades, the household income distribution widens
when higher-educated men with full-time jobs partner with higher-educated women (who also tend to work more
hours), while lower-educated men (with more precarious or lower-paid jobs) partner with lower-educated women
(who are badly paid and contribute to household income by working part-time). In this case, a scenario emerges

where the difference in terms of household income between highly-educated couples (‘job-rich’ households) and
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lower-educated couples (‘job-poor’ households) becomes larger, especially in those countries where childcare for
young children is scarce and/or expensive (e.g. Aslaksen et al. 2005; Burtless 2009; Esping-Andersen 2007; Bloss-
feld and Timm 2003; Albertini 2008). So far however, empirical evidence on this ‘driver’ of inequality is mixed.
Breen and Salazar (2010) for instance note that most analyses have been based on couples, while increasing educa-
tion and labor of women affects their propensity to partner in the first place. Their decomposition analysis for the
UK shows that the increase in women’s education has had little or no effect towards increasing earnings inequality
in the UK, while trends in educational homogamy actually had a small inequality-offsetting effect. They conclude
that much depends on the specifics of who does or does not marry whom, and how many hours both partners work.
The impact of female labor on economic inequality trends might furthermore vary between countries, given dif-
ferences in female labor market career patterns in terms of full-time/part-time work and career interruptions for
lower- and higher-educated women with and without children (e.g. Stier et al. 2001; Sigle-Rushton and Waldfogel
2007).

From this overview, it becomes clear that a lot of work has been done on the potential ‘driving forces’ of
the upswing in economic inequality in advanced welfare states. It however also becomes clear that a lot of work
remains to be done. Firstly, most studies focus on one or just of few of these driving forces at the same time. Sec-
ondly, they are often based on the quantitative analyses of crude macro-indicators for a large number of countries.
A more fruitful approach would be to identify theoretically meaningful country clusters, and to analyze whether
the ‘drivers’ of inequality perhaps (inter)act differently in different institutional settings. Furthermore, many stud-
ies focus on trends in earnings or disposable household income inequality, probably because it is relatively easy
to find comparable indicators for a wide range of countries. However, in order to empirically verify most of the
hypotheses that have been put forward, it might be more revealing to look at trends in different income types, in
particular those which figure more prominently at the top of the income distribution.

In this paper, I aim to explore research along these lines for a potential ‘driving force’ of the upward trend in
economic inequality which has so far remained under-researched: the change in housing regimes, and more spe-
cifically, the increase in homeownership rates. Next to being a ‘driving force’ on its own, I also consider the pos-
sibility that the causal mechanisms linking many of the trends discussed above (e.g. increased female labor market
participation) to the distribution of wages, household incomes and wealth might work differently under different
housing regimes. I furthermore consider what this means for the definition and operationalization of the income

concepts that are normally — and somewhat uncritically — used to asses inequality trends.
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2.  The Silent Homeownership Revolution

In the late nineteenth century, most of the population in Western countries lived in private-rented dwellings,
of low quality and at high costs (Fahey and Norris 2010). As the scope of the nation-state and later the welfare
state expanded throughout the twentieth century, housing moved increasingly within the realm of public policy.
While in some countries, this resulted in the encouragement of owner-occupation early on, in other countries
public policy goals were initially realized through the expansion of social housing. While homeownership rates
continued to increase through the post-war decades, in many countries governments stopped investing in or even
cut back on social housing provision, roughly since the 1970s onwards. Instead, they invested more resources into
the encouragement of homeownership, including low-income homeownership.

The rise in homeownership manifests itself in many modern welfare states — and beyond. With the exception
of Germany, owner-occupation (either outright or mortgaged) is the majority tenure in all EU-Member States,
with figures as high as 89,3% in the Slovak Republic and 90,9% in Lithuania®. In general, most of the growth in
homeownership took place during the post-war period, although there is considerable variation between coun-
tries in the homeownership rate that was already attained by 1945. To give an impression: in the so-called ‘high
homeownership’ Anglo-Saxon countries, owner-occupation rates already amounted to about 45-55% at the end of
the Second World War (Burrows 2003; Ronald 2008). Furthermore, the pace of growth in homeownership differs
across countries. According to data assembled by Atterhog (2005), during the 1970s the level of homeownership
increased rapidly (6% or more) in Denmark, Finland, the Netherlands, Norway, Spain, Sweden, Austria, Iceland
and Portugal. During the 1980s, this was only the case in Norway, Spain, the UK and Portugal. In the course of
the 1990s, strong increases were reported for the Netherlands, but also for the former Communist countries, where
right-to-buy schemes have encouraged social renters to buy their dwellings at low cost (e.g. Mandic and Clapham
1996). A similar historical pattern can be identified in the US. The owner-occupied sector grew dramatically in the
1940s and the 1950s (from around 45% to slightly above 60%), followed by a sustained upward trend at a slower
pace. From the late 1990s onwards, policies aimed at steering more low-income households into homeownership
went along with a further deregulation of the mortgage market (a trend already started in the 1970s), eventually

leading to the subprime crisis in mid-2007 (Bratt 2008).

3 Own calculations, EU-Statistics on Income and Living Conditions 2006.
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Compared to the extensive literature documenting the upswing in economic inequality, few studies look into
the determinants of homeownership trends from a comparative perspective. Exceptions are Atterhdg (2005) for
advanced welfare states and Fisher and Jaffe (2003), who assembled data for 95 countries across the world. More
recently, the OECD has addressed the relationship between housing regimes and the economy, resulting in a series
of working papers (e.g. OECD 2011; Andrews 2010; Andrews and Caldera Sanchez 2011) looking at, among oth-
ers, the determinants of homeownership rates.

According to Fisher and Jaffe (2003), the secret to explaining homeownership rates lies with the effects of
the myriad of legal, economic, political and cultural institutions in different societies, affecting not only the rela-
tive costs and benefits of owning versus (social) renting, but also public attitudes towards owner-occupation and
social norms governing individual preferences. A persistent finding is that affluence as such is not related to the
homeownership rate way in a simple, linear way. Legal origins of a country, but also urbanization and the extent
of ‘ethno-linguistic fractionalization’ are more important ‘driving forces’. For his more limited sample of western
countries, Atterhog (2005) finds evidence that government policies aimed at increasing homeownership did not
miss their goal. An interesting finding is furthermore that government policies to support homeownership in non-
Anglophone countries may have been more effective than in Anglophone countries. This finding might of course
be related to the fact that homeownership rates were already quite high in these countries, making further increases
more difficult to achieve, as they usually imply that more low-income households are become homeowners (I will
come back to this point). Other determinants are: inflation, property value development, mortgage terms, construc-
tion costs and building activities, cultural and value systems, demographic changes and income distribution*. To
this list, we can add mortgage market deregulation, easing the access to credit for more (low-income) households
(Andrews and Caldera Sanchez 2011).

A driving force of homeownership rates which figures less often but nonetheless emerges from the literature is
that housing provision is but one aim of government housing policy. Housing, and in particular the encouragement
of homeownership and/or the expansion of social housing, has been also been used by governments as a Keynesian
macro-economic instrument, for instance when the economy is in need of a boost (e.g. Bratt 2008). Construction
of new housing fuels demand and reduces unemployment. The most recent recommendation formulated by the
OECD (2011) to increase the supply of (owner-occupied) housing (be it in a more prudent way than we have seen
in the 1990s en 2000s) as a policy of economic renovation (and at the expense of social housing, which is not

particularly encouraged as stringent rules are believed to reduce residential mobility, but then, so does homeowner-

4 Assuming that ‘an unequal distribution of the national income will lead to low homeownership rates’ (Atterhog 2005: 9). No other causal
mechanism is specified.
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ship) can only be understood in this way, given the fact that the encouragement of low-income homeownership did
not turn out all that well for many households.

Most countries have also experienced an increase of house prices. In fact, apart from some short-term volatil-
ity, in the longer term prices have risen faster than inflation rates (Doling and Ford 2007). Thus, as more house-
holds became owners, the costs of homeownership have increased, and so have mortgage debts (Horsewood and
Doling 2004). As the upward trends in homeownership rates and house prices have sustained each other, some
countries became ‘locked in’ in a certain pattern: more owner-occupation led to house price inflation, which then
encouraged households to invest even more in housing, since it seemed a relatively safe and profitable investment,
which in turn pushed house prices to an even higher level.

A number of authors argue that this shift in the direction of more owner-occupation was accompanied by an
underlying ‘ideology of homeownership’ (Ronald 2008). At the state level, this ideology is inspired by neo-liberal
policies aimed at shifting responsibility for their welfare to households and individuals (Malpass 2008; Doling
and Ronald 2010). At the individual level, this ideology has resulted in the ‘normalization’ of one form of housing
consumption at the ‘expense’ of other tenure forms. Gurney (1999) argues that over time owner-occupation has be-
come equated with zomeownership. Homeownership is associated with being a good citizen, parent and caretaker
and with more conservative political attitudes (Dietz and Haurin 2003; Aaronson 2000; Glaeser and Sacerdote
2000; DiPasquale and Glaeser 1999). At the same time, increasing house prices brought a new dimension to the
meaning of homeownership, from a safe haven from the outside world to an investment good that can be sold, pref-
erably resulting in capital gains. Thus, while on the one hand the home’ became a means to express one’s identity,
the same ‘home’ also became ‘commodified’ (Ronald 2008; Smith et al. 2008). So far however, no one has ad-
dressed this contradictory relationship between public and private discourses on ‘homeownership ideology’ on the
one hand and rational economic behavior of households, keeping up their homes because ‘house-price euphoria’
might turn into windfall profits (Dewilde 2009). Stated differently, do people become homeowners because they
feel it is the right thing to do in order to move up the social ladder, or because they think it is the best investment
they can make? What role has government policy played in this process? And how has this changed over time?

I already pointed out how increasing house prices might have lead to a process of ‘commodification’, where
people start to look at their owner-occupied home as an investment that possibly results in substantial capital gains.
House price inflation has furthermore encouraged the investment in second homes or properties to rent out, which
in turn has lead to a further increase in prices, making it difficult in some countries for the younger cohorts to enter

homeownership. In the UK, concerns about this trend have led to debates in the popular media on the ‘clash be-
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tween generations’: in a quest to maximize profits on homeownership, wealthy parents have pushed house prices
up to such a level that their children are currently denied access (Willetts 2010). Hence, they might have to release
some of their housing wealth in order to assist their children getting on the housing ladder.

Until the moment that the housing bubble in the US and the ‘smaller bubbles’ in some European countries led
to the global economic crisis, most sociologists and political scientists were blissfully unaware of the long-term
increase in owner-occupation, let alone of the driving forces of this trend and the possible consequences it has,
both for society in general and at the level of households and individuals (a notable exception is the special issue
of Comparative European Politics edited by Schwartz and Seabrooke (2008b)). So far, the potential interrelation-
ships between developments in the housing regime and other important societal changes have not been analyzed

in a systematic way.
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3. Linking Mechanisms

In this section, I will specify a number of interrelationships between the two major social trends discussed
above — the upswing in economic inequality and changing housing regimes — and gauge how this interplay might
have lead to the redistribution of social and economic risks. As this section flows from the literature review above,
it should be seen as leading to new research questions and testable hypotheses. Furthermore, all these relationships
are likely to work out differently in different institutional settings.

A question that needs to be addressed first is whether homeownership is a dimension of social stratification in
itself (the “Weberian stance’), or a mere reflection of people’s labor market position (the ‘Marxist stance”’). I argue
that, given the changes in housing regimes discussed in the previous section, the potential of homeownership to
influence people’s life chances has greatly increased. Already in 1990, Saunders pointed out how the generation
of his parents — lower middle class non-manual employees starting a family in the post-war years — managed to
gain access to homeownership in the mid-1950s, and how their generation over time accumulated an amount of
housing wealth which they never could have gathered based on their participation in the labor market. Housing
wealth is furthermore typically passed on to the next generation. To the extent that homeownership itself is more
common in the higher classes, and that higher income groups possess more housing wealth, these intergenera-
tional transfers deepen existing structures of inequality produced by the labor market (Kurz and Blossfeld 2004).
Homeownership is furthermore usually associated with a wide range of beneficial outcomes less available to
renters. Owner-occupied dwellings are usually larger, offer better quality, and are located in better-situated areas
with close-by access to services such as schools, shops and public transport (Dieleman and Clark 1995). In most
countries homeownership is subsidized through tax measures, benefiting the average and high-income households
to a higher extent by increasing their disposable income (Kendig 1990). Several studies have furthermore shown
that the net benefits (for instance of terms of capital gains when the house is sold) of homeownership are larger
for the higher socio-economic groups, buying properties in ‘upcoming’ neighborhoods, compared to lower socio-
economic groups, who are restricted to what they can afford (e.g. Burbidge 2000; McCarthy et al. 2001). Often,
low-income homeownership comes with relatively higher additional costs for maintenance and renovation, which
may cripple household budgets. In periods of declining house prices, suffered equity losses are smaller for the
well-off. For lower socio-economic groups, forced sales in a depressed market constitute a financial loss that is
life-altering and may be never be recovered. Homeownership thus tends to contribute to a more unequal society.

Other studies however report mixed evidence concerning the impact of homeownership on wealth accumulation
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(for an overview, see Dietz and Haurin 2003). Homeownership can also counteract the impact of the more ‘tra-
ditional’ class-based social inequalities in terms of occupation, prestige, or income, and is hence an independent
dimension of social stratification. A counteracting influence occurs for instance when someone with a low income
or marginal labor market position receives intergenerational transfers which allow him or her to profit from the
financial benefits of homeownership — in this case, the economic benefits accruing from homeownership would
‘counteract’ the effects of social class. Indeed, one of the policy goals of governments encouraging low-income
homeownership was exactly the idea that these households would gain access to wealth accumulation through their
position in the housing market (e.g. Bratt 2008).

A final issue that needs to be addressed before turning to the interplay between economic inequality trends and
changing housing regimes is the fact that — as predicted by Castles (1998), the expansion of the owner-occupied
sector has meant that more low-income households have become homeowners. At a time of rising house prices,
mortgage deregulation allowing for higher levels of debt, stagnating or even declining wages and increasing labor
market insecurity and family instability, the risks associated with homeownership have increased considerably —
not only at the individual level, but also at the macro-level. As Horsewood and Doling (2004: 434) pointed out:
‘repayment risk thus has potentially adverse consequences for both consumers and suppliers of credit, and indeed
the financial and housing markets as a whole’. This is of course exactly what happened in the US in 2007. The
higher proportion of low-income households also has another consequence which is often ignored: being a home-
owner is less than before associated with a comfortable income position. For the UK, Burrows (2003) has shown
that although the poverty rate in the owner-occupied sector is much lower than in the other tenures, the relative
size of the owner-occupied sector means that half of those living in poverty are homeowners. This relationship
holds in all EU-countries, and it is strongest in Eastern and Southern Europe, where homeownership levels also

tend to be higher®.

3.1.  Interacting Drivers of Inequality: Where Do Housing Regimes Come In?

To start with, there are a number of obvious hypotheses relating to the direct relationship between both social
trends, which could theoretically go in both directions. Although the increase in homeownership has so far not
been considered as a ‘driving force’ of economic inequality, from the above state-of-the-art review it is not dif-
ficult to see how this social trend could result in more inequality, independent of other major social changes. For

instance, if it is true that high-income owners accrue more economic benefits compared to low-income owners and

5 Own calculations, EU-Statistics on Income and Living Conditions 2006, excluding the elderly, who are often income-poor but asset-rich.
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renters, then the spread of homeownership throughout society might lead to higher income and wealth inequality.
Although this effect could be offset partly by the inclusion of low-income households in the owner-occupied sector
who are then theoretically able to gain access to wealth accumulation, these households also run the highest risks
associated with homeownership. From an investment perspective, putting all your eggs in a heavily mortgaged
basket of doubtful quality is unwise, especially if house prices are high and volatile (Dietz and Haurin 2003; Mc-
Carthy et al. 2001). Negative equity and forced sales among low-income households might set them back for the
rest of their lives, and result in a widening of the wealth distribution at the bottom. Assessing whether increasing
homeownership rates, at the same time including more low-income households, have lead to increasing or de-
creasing inequalities between households is a question for empirical research to answer. The answer is however
important from a policy perspective, given the fact that pro-ownership housing policies were explicitly based on
the assumption that they would reduce social inequality and enhance social mobility, empower low-income house-
holds and provide them with more financial opportunities.

Next to empirically assessing the importance of changing housing regimes in determining trends in economic
inequality, one would expect that the impact of ownership is stronger in those housing regimes which are more
firmly geared at encouraging homeownership, with a housing finance system that is more strongly integrated in
the global economy. These countries have also typically experienced the highest house price inflation, which pro-
vides the most direct means of realizing capital gains. Also, protection of homeowners against income loss, be it
through general income replacement transfers or through specific measures, varies cross-nationally (Horsewood
and Doling 2004).

On the other hand, we could think about economic inequality as a ‘driving force’ of changing housing regimes.
Part of the upswing in inequality was caused by a widening at the bottom in the income distribution, making it
more difficult for low-income households to enter ownership in a context of house price inflation. Furthermore,
if the upper halve of the income distribution widens, households with high incomes are able to push house prices
upwards, resulting in an even larger hurdle for those at the bottom. Several underlying causal mechanisms can be
imagined. Apart from an investment good, a house is the largest consumption good that people purchase, provid-
ing them with an excellent opportunity for ‘conspicuous consumption’ (Dwyer 2009). The house has become a
means to express one’s identity, through the symbolic meanings bestowed in features such as size, interior design
and landscaped gardens. Some authors have pointed out that increasing housing affluence of the rich has inspired
the middle classes to have the same aspirations, but at the cost of increasing levels of debt, which also happened

to be more readily available because of mortgage deregulation. One straightforward hypothesis is that as people
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at the top become richer following a widening of the income distribution, the cost of housing becomes larger for
everyone, the rich and the poor alike. If more households aspire becoming a homeowner and the richer part of these
households can also pay higher prices, then house prices tend to increase, because usually the demand for owner-
occupied housing is higher than the existing housing stock plus newly built houses — although again, the elasticity
of new housing supply varies between countries (OECD 2011). Given that low-income households are on a tight
budget, an increase in housing costs could furthermore have several effects. They might either spend more of their
disposable income on housing, or they might reduce consumption, by consuming less housing services than they
would have done before (e.g. buying a smaller house). These hypotheses have been tested by Matlack and Vigdor
(2008) for the US. All in all, the authors find that in a context of a tight housing market and rising income inequal-
ity, the poor have experienced more crowding (i.e. consumed less housing services), while more limited evidence
supports the idea that increasing income inequality pushes up the price of housing for those at the top and the
bottom (even controlling for their own increased or reduced income), and hence would lead to a lower disposable
income. Much is however dependent on the stratification of housing markets. If different income groups aim for
different segments of the housing market, then rising income inequality might even reduce demand for the type
of housing preferred by households on a low income (Matlack and Vigdor 2008), e.g. when the middle classes
develop ‘higher’ and more ‘distinguishing’ housing aspirations. Or higher income groups might only invade the
lower segments of the housing market when their demand for owner-occupied housing is high and unmet in their
preferred segments of the housing market.

The ideas and results presented above are furthermore not limited to competition and price trends on the
homeownership market. If the demand for homeownership is high and house prices are high, then private land-
lords might decide that they are financially better of selling their rental property to new homeowners. One could
thus imagine a situation where the owner-occupied sector ‘invades’ the private rental market, for instance when
gentrification processes attract high-income households to deprived neighborhoods containing the type of housing
stock that is attractive to renovate into family homes (e.g. town houses divided into separate private rental flats).
Depending on the role of the private rental market, this might limit the availability of housing for low-income
households with few other options, and hence increase housing costs and hardship for households at the lower end
of the income distribution. In my own very preliminary research for 13 ‘old’ EU-Member States, I found a statisti-
cally significant relationship between the homeownership rate in 2006, and both the absolute® and relative’ change

in relative housing costs between 1996 and 2006 for private renters. Elaborating on this analysis with longer-term

6 r=0,73; p <0,004.
7 r=0,69; p <0,009.
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longitudinal indicators and framing it within the context of changing housing regimes and increasing economic
inequality should reveal further interesting findings.

Secondly, both social trends have some ‘driving forces’ in common, although the underlying mechanisms
might differ and even counteract each other. The increased labor market participation of women, combined with
educational homogamy in partner selection, has according to some contributed to a ‘hollowing out’ of the mid-
dle part of the income distribution (remember the section on rising economic inequalities). Although literature on
this is virtually non-existent, there is some scant evidence that women’s contribution to household incomes partly
softened the affordability problem caused by rising house prices and declining male wages (Edwards 2001; Kurz
2004). Given evidence of educational homogamy in all western societies (e.g. Blossfeld and Timm 2003), and tak-
ing into account that homeownership increasingly requires a dual income, it is easy to see how these trends must
have caused a redistribution of housing wealth and of the risks associated with homeownership. The interrelation-
ship between female labor, wage and income inequality and homeownership has however never been analyzed
from a comparative perspective. Taking account of changing housing regimes and the role of female labor in
gaining access to owner-occupation in different institutional settings might result in new insights, explaining the
so far mixed evidence concerning the relationship between trends in female labor, partner selection and pay and
income inequality.

Another ‘driving force’ influencing both social trends concerns the increased flexibility and insecurity of
employment relations. Several authors have pointed out that increasing labor market insecurity clashes with the
aspiration to become a homeowner, because the latter requires a secure and steady income stream (Doling and Ford
2003; Horsewood and Doling 2004; Wiens-Tuers 2004). There is however another side to the argument: stimulat-
ing low-income households to become homeowners clashes with their need to be mobile, in terms of employment,
but also in terms of residence. In a number of somewhat contested papers, Oswald (e.g. 1999) argues that part of
Europe’s unemployment problem is caused by the fact that inflexible housing markets (because of for instance
high transaction costs) are not aligned with flexible labor markets, creating spatial mismatches between supply
and demand. Although some studies find an effect for middle-aged household heads (e.g. Green and Hendershott
2001), other studies find that at the individual level, the proposed relationship does not hold. According to van
Leuvensteijn and Koning (2004), homeowners are less mobile, but also less vulnerable to unemployment, which is
explained by their higher job commitment. Again however, comparative evidence combining both individual-level
and macro-level data is virtually absent from the literature. A possible hypothesis would be that in countries with

high homeownership rates (and hence more low-income owners) there is a stronger link between labor market
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flexibilization and trends in earnings and household income inequality. This could come about by several causal
mechanisms. It could come about by higher unemployment rates of low-income owners tied to their homes, or by
the fact that financial pressure forces these households into quick re-employment, which is often of lesser quality
and worse pay, with a higher risk of subsequent unemployment (e.g. Gangl 2004). Both mechanisms would lead
to a widening of the earnings and income distribution at the bottom.

So far, I have considered the relationship between trends in income inequality and changing housing regimes
(as well as their ‘driving forces’) mostly in terms of aggregate outcomes (i.e. the income distribution), institutional
characteristics of societies (i.e. housing policy) or individual behavior and outcomes. It is however necessary to
further develop the theoretical link between the macro-level of societal changes and the micro-level of individual
lives. This could be done by studying the political and social consequences of homeownership. As homeownership
rates have increased nearly everywhere, an obvious question is whether and how this trend has influenced attitudes,
values, social norms and behavior of households, which in turn might have an impact on the structuration of social
inequality. In a sense, this links back to Kemeny’s original idea that homeownership encourages individualism,
privatism and privatization (Ronald 2008; Kemeny 1992). If so, did the increase in homeownership result in socie-
ties which are more indulgent of and conductive to higher levels of inequality?

Although there are some methodological issues concerning the self-selection of respondents into homeowner-
ship (e.g. Dietz and Haurin 2003), a number of studies have pointed out that homeowners tend to be more socially
and politically active, but also more politically conservative. These effects are explained by different mechanisms.
Firstly, homeowners have longer tenure durations compared to renters, and hence are more integrated in their com-
munity (DiPasquale and Glaeser 1999). Another explanation is however that they have a financial stake in local
affairs because these affairs might influence house prices: homeowners attempt to increase house prices and pre-
vent capital losses. The self-interest motive is also the main reason for the popular support of tax incentives such
as mortgage interest deduction: although most people think benefits are skewed to the better-off, many household
are dependent on them and would not like to see them reduced or abolished (Elsinga et al. 2010). Schwartz & Sea-
brooke (2008a) also see housing as a major source of political behavior, with even an impact on macro-economic
outcomes. Housing regimes affect voters’ preferences for the level of public spending and the level and the nature
of taxation, and their preferences for a specific economic climate. Homeowners prefer a situation of high inflation
(and consequently, low interest rates): inflation wipes out mortgage debt, and makes for higher capital gains based
on housing. Non-owners on the other hand prefer low inflation and high interest rates, in order to preserve the value

of their savings. Hence, choices for a certain economic environment are not neutral, as they put different social
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groups in a situation of advantage or disadvantage. As Willetts (2010: 73) puts it: ‘Inflation redistributes income
as powerfully as any tax’. Because of the suspected link between homeownership and political conservatism and
economic preferences at the individual level, it would be interesting to see whether this effect also holds at the
macro-level: did the increase in homeownership lead to specific macro-economic outcomes, or to more individual-
istic attitudes about welfare provision in general and (social) housing in particular? Earlier, I pointed at Brady and
Leicht (2008) who found evidence that cumulative right party power contributed to the increase in income inequal-
ity. It is hence possible that homeownership has both direct and indirect effect — via changes in public attitudes and

economic preferences — on the extent of and trends in economic inequality.
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4. Discussion

In this paper, I argued that our understanding of the increase in economic inequality in advanced welfare de-
mocracies could be enhanced by taking account of the changes which took place in the housing regimes of many
countries. I demonstrated how one could derive testable hypotheses concerning a direct relationship between both
social trends, which can at least theoretically go in both directions (i.e. changing housing regimes influencing
inequality trends, or inequality trends influencing characteristics of housing regimes), while the ‘classical’ driving
forces function as intermediate variables in a multivariate model. Alternatively, a simple interaction model could
guide future research, in the sense that social trends which are routinely considered as ‘driving forces’ of increas-
ing economic inequality — but altogether do not explain that much of the observed long-term trend — could theo-
retically work out in a different way under different housing regimes. A schematic overview of potential analytic
strategies is presented in Figure 1.

Figure 1: Overview of analytic strategies
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A final point for discussion relates to the measurement of economic inequality. As mentioned before, income
concepts and methodologies often vary between surveys and studies, making it difficult to generalize conclusions.
Most studies focus on either wage inequality between individuals or on inequality of ‘disposable household in-
come’, between households. As wealth is notoriously difficult to measure (due to problems of underreporting, tax
evasion ...), less is known about the development of wealth inequality over time. Housing wealth forms part of total
wealth, and is hence also difficult to measure: people might not be very good judges when it comes to valuing their
property, and housing values used for tax purposes are often grossly underestimating the real value. Wealth as such
is however also normally included in the disposable household income measure, in the sense that capital income
or income from investment forms part of this income concept. Hence, capital gains derived from selling proper-

ties, rental income from letting additional properties, interest and dividends ... are normally included in disposable
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household income. Income equality trends hence partly reflect trends in wealth inequality. Furthermore, although
the link between changing housing regimes and increasing economic inequality is most obvious when economic
inequality is conceptualized in terms of wealth inequality, several research avenues discussed in this paper also
involve a potential link with wage inequality (the ‘female labor participation’-link and the ‘flexible labor markets’-
link). Finally, testing most of the proposed hypotheses requires the comparison of research results using a ‘before’
and ‘after housing’ disposable household income concept. Disposable income can be adjusted to account for the
cost of housing, by giving owners an additional ‘fictive’ income (i.e. imputed rent) derived from their property, or

by extracting housing costs from disposable income.
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