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Abstract

This study contributes to the discussion about wealth inequality, albeit from a more de-
tailed housing perspective. It explores tenure inequality, as well as housing assets inequal-
ity. The latter includes a different approach than the one that prevails in the previous
literature on wealth inequalities, which most often considers total net worth or net housing
wealth. This study focuses on gross housing asset distribution, irrespective of mortgage
debt, which corresponds with the potential of housing equity accumulation as a source of
income in old age. It emphasises the intergenerational context, but simultaneously involves
cross-country comparisons that allow for relative assessment of the intergenerational dif-
ferences. Drawing from the Luxembourg Wealth Study (LWS) dataset the paper presents
the results for fourteen developed countries. They suggest that the current working-age
generation is to a lesser extent involved into homeownership, as compared to the older
generation, which results in a smaller housing equity per household, but simultaneously it
experiences greater housing inequality. Furthermore, as shown in a cross-country perspec-
tive, homeownership rates and housing asset inequality are negatively correlated. Con-
sequently, higher housing asset inequality by lower homeownership rates are the factors
that undermine the usefulness of the asset-based welfare concepts in a policy application.
Such findings imply that in the macro perspective the potential of housing as a source of
additional income in cash and in kind tends to shrink.

Keywords Housing - Wealth inequality - Elderly - Luxembourg Wealth Study

1 Introduction

Housing is not only one of the key consumption goods, but also constitutes an important
dimension of the socio-economic wellbeing. The central role of housing assets in wealth
composition is widely acknowledged. As multiple studies prove real estate assets account
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for the greatest share in household portfolios irrespective of the country (see e.g., Arrondel
etal.,2016; Causa et al., 2019; Cowell et al., 2017). Surprisingly, whereas wealth inequality
is one of the central topics in the economic debate, among both academics and policymak-
ers, specifically housing inequality per se is a relatively rarely addressed issue. As stated
by Causa and Woloszko (2020) ‘one important dimension less explored in the literature,
especially on a cross-country basis, is the distributional implications of housing from a
wealth perspective’.

Polarisation in housing, as a kind of wealth inequality, is closely related to welfare. In
particular, when the elderly perspective is considered, housing and more specifically home-
ownership, can be seen as a source of additional income that can potentially complement
pension benefits. It includes several housing equity release strategies as well as income in
kind in a form of imputed rent associated with rent-free housing. This is one of the key
issues in the further discussion on housing wealth inequality in the generational perspective
in the context of the pension systems. As some recent research suggest, the share of hous-
ing assets in total household portfolios to some extent is associated with pension system
generosity (Marcinkiewicz & Chybalski, 2022). Nevertheless, as noted by Lux et al. (2021)
‘Most of the recent older generations have been able to enjoy both asset accumulation and
a still generous system of public welfare’. However, in light of the projected increase of the
old-age dependency ratio, on average by 95% in the developed countries between 2021 and
2050 (OECD, 2021), future cuts in pension benefits are also expected, which likely will
entail a stronger emphasis on the consumption of housing resources to supplement public
pensions. On the other hand, despite the so far indisputable and central role of residential
property as a component of housing wealth, the new trend of decreasing homeownership
opportunities has emerged. Namely, as some studies show, the expansion of homeowner-
ship has been hampered in the recent years, which mainly affects young adults, and has its
origins in more precarious work, income insecurity and financial markets restrictions intro-
duced after the Great Financial Crisis (Arundel & Doling, 2017; Arundel & Ronald, 2021;
Dewilde, 2020; Smith et al., 2022). As argued by Ronald et al. (2017) since the crisis ‘the
home has become even more central as an asset base of individual welfare’, but at the same
time increasing housing wealth polarisation has put into question welfare security.

This study contributes to the discussion on wealth inequality, albeit from a more detailed
housing perspective. As indicated by Pfeffer and Waitkus (2021), cross-national variation
in wealth inequality is predominantly driven by the distribution of housing equity, and thus,
to construct the institutional explanations of wealth inequality a special focus on hous-
ing is needed. This paper addresses the issue of housing inequality in a multidimensional
approach and adds to the current literature in two ways. First, the paper highlights the differ-
ences between the elderly population and the working-age population in terms of housing
inequalities. The main focus is on the intergenerational context, but simultaneously due to
cross-country comparisons it allows for the relative assessment of the intergenerational dif-
ferences. Second, apart from the tenure inequality, it also explores housing asset inequality.
This is a somewhat different perspective than the one that prevails in the previous literature
on wealth inequalities, which most often considers total net worth or net housing wealth.
This paper focuses on gross housing asset distribution, irrespective of mortgage debt, which
corresponds with the potential of housing equity accumulation as a source of income in old
age. The main hypothesis verified empirically in this study is that the working-age genera-
tion experience greater housing inequality, both in terms of tenure and housing assets, than
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the elderly generation. The findings can be valuable for social policy, especially in a long-
term perspective, in the context of welfare provision.

The study aims to identify the existing patterns as regards to the housing inequality and
differences with this respect between elderly and non-elderly households. It also verifies
how particular dimensions of housing inequality relate to each other. The empirical analysis
presented in this paper employs micro-data from the Luxembourg Wealth Study (LWS)
dataset. It investigates tenure and housing asset distributions and presents estimates of vari-
ous indicators of housing inequality in the elderly and non-elderly households for fourteen
developed countries.

The paper is structured as follows. First, it discusses various aspects of housing inequality
and its welfare implications identified in the previous literature. The following two sections
present the results of empirical research. They report tenure inequality and housing assets
across income distribution, as well as housing asset inequality indicators in the context of
the tenure cross-country and intergenerational differences. The paper ends with synthetic
conclusions summarizing the results obtained.

2 Related Literature

In the current literature a lot of attention has been paid to the role of housing in the context of
poverty alleviation, both on theoretical as well as empirical grounds. One of the most widely
referenced theoretical advancements in this field is the Asset-Based Welfare (ABW) con-
cept introduced by Sherraden (1991). It became the foundation for other further developed
ideas, such as Housing Asset-Based Welfare (HABW) and Homeownership-Based Welfare
(HBW) (for a discussion see Prabhakar, 2019; Ronald et al., 2015). They stress the role of
housing asset accumulation as a means to offset less generous public transfers by ensuring
income in kind and in cash. These ideas have been explicitly or implicitly implemented
by policymakers through the ‘ideology of mass homeownership’, reflected in incentives
and privileges for homeowners and homebuyers aimed at increasing homeownership rates
(Arundel, 2017; Christophers, 2021). As argued by Lennartz and Ronald (2017) the ideas
related to ABW despite their foundations rooted in self-provision can be considered as wel-
fare concepts compatible to the ‘social investment strategy’. The beneficial effect of income
poverty reduction and lesser exposure on the risk of resource deprivation associated with
homeownership and housing asset accumulation is also empirically proved by a number of
studies (see e.g., Borg, 2015; Bravo et al., 2019; Dewilde and Raecymaeckers, 2008; Doling
and Ronald, 2010).

In the context of asset-based welfare where the provision of welfare is to a great extend
an individual responsibility, an essential issue is how housing inequality may affect the
situation of the most economically vulnerable groups. The study by Lux et al. (2021) is one
of very few studies that directly invoke the problem of how housing (or housing wealth)
inequality affects welfare in a macro scale. In a simulation procedure for the Czech econ-
omy it models housing wealth inequalities among the future elderly. The authors conclude
that a reduction in intergenerational transfers as a result of housing asset consumption in the
future may lead to the further increase in housing inequality, and thus entail greater social
risks. As argued by Arundel (2017), as well as Arundel and Ronald (2021), rising housing
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(wealth) inequality questions the legitimacy of the ABW or HABW ideologies, which are
based on the premise of widespread, equalising and secure homeownership.

Form the broader social policy perspective housing inequality seems to be an issue of
special interest, as highly unequal distribution of residential wealth entails systematic prob-
lems. However, this is not an unidimensional category. Lux et al. (2013) captures housing
inequality in four dimensions: tenure, housing quality, housing expenditure and housing
wealth. Similarly, Filandri and Olagnero (2014), consider two broader dimensions of hous-
ing inequality: tenure and well-being. Whereas the former focuses on the homeowner and
non-homeowner dichotomy, the latter accounts for several aspects such as overcrowding,
neighbourhood quality, housing adequacy and affordability. Housing inequality is also a
term closely related to housing stratification. As pointed out by Zhou and Ronald (2017),
‘within housing studies, stratification has been largely translated as housing segregation and
inequality’. Lux et al. (2013) identify housing inequality with housing stratification, which
corresponds to social stratification. Filandri and Olagnero (2014) also investigates housing
inequality within a framework of social stratification and demonstrates that at the micro
level there is a linkage between social class and housing conditions. Similarly, Dewilde
(2020) proves that the access to homeownership in the case of young adults is conditioned
by social class associated mainly with education. Forrest and Hirayama (2018) also indicate
that housing tenure inequality is closely related to the social re-stratification. They explore
the patterns of access to residential property in the intergenerational context, and distinguish
between accumulating families, dissipating families, and perpetual renter families. In turn,
Wind et al. (2017) demonstrates that a more unequal distribution of housing wealth across
occupational classes is observed for the market-based housing system, as opposed to the
systems where family-based risk sharing prevails in housing provision. Cohen Raviv and
Lewin-Epstein (2021) argue in their recent study that the role of the family via intergen-
erational wealth transfer is the key distinguishing feature of current housing regimes, and
specific regimes have different effects on class inequality in homeownership, as well as in
mortgage burden, among young adults.

Some previous studies also refer directly to the above mentioned issue of the connection
between housing systems and inequality. For example, Norris and Winston (2012) analyse
the existing housing inequalities patterns in Western Europe from the perspective of the
housing regimes identified in the current literature to conclude that there is a considerable
disconnection between them. Causa et al. (2019), as well as Kaas et al. (2019) demonstrate
that, in a cross-country perspective, the more universal access to homeownership, the more
equal distribution of overall wealth.

As pointed out previously in this section, housing wealth inequality is a category that
can be separated from housing inequality understood as polarisation in tenue, housing qual-
ity and affordability (expenditures). It refers solely to residential property value, and thus,
stresses the financial dimension of housing seen as an asset. However, there is no doubt
that both categories are closely related — housing wealth serves as a quantitative proxy
for other qualitative dimensions of housing, i.e. tenure and well-being (housing quality
and affordability). Housing inequality and housing wealth inequality can be also investi-
gated independently. As noted by Christophers (2021) ‘the emergence of significant asset-
based inequalities in recent decades is rooted in the policy-driven emergence of significant
inequalities — ideological as much as economic — between tenure forms, whereby ownership
has increasingly been privileged over rental’. Numerous studies prove that in recent decades
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housing wealth inequality has increased (Arundel, 2017; Arundel and Ronald, 2021; Chris-
tophers, 2021; Smith et al., 2022). Arundel (2017) argues that this phenomena is driven by
a whole variety of factors originating from the labour market, housing market, state policy,
as well as the intermediary processes. Additionally, if the generational context is taken into
account, it can be shown that the within-family transfers of housing wealth from the older
generation to the younger one plays a pivotal role in the reproduction of the wealth inequal-
ity (Christophers, 2018).

3 Homeownership and Housing Wealth Across Income distribution -
Empirical Evidence

Taking the socio-economic perspective into account, households belonging to the lower
income percentiles should be the main interest in terms of access to homeownership. It
results from the fact that in this case homeownership may be an effective means to reduce
poverty through different equity release strategies or as a source of additional income in
the form of imputed rent. Therefore, homeownership rates in the lower income percen-
tiles, rather than in the whole population, refer to the actual poverty-reducing potential of
residential property. Additionally, the differences between income percentiles in terms of
homeownership rates can be regarded as indicators of tenure inequality. Minor differences
in homeownership between upper and lower income groups imply that the access to home-
ownership is more egalitarian, which also suggests a smaller housing stratification. Signifi-
cant differences with this respect point to a higher housing stratification, which can result
predominantly from the greater role of the financial markets in access to the (mortgaged)
homeownership. This naturally entails limited availability of residential property to the less
affluent households.

To investigate this phenomena the data obtained from the Luxembourg Wealth Study
(LWS, 2022) is employed. LWS is a cross-national household survey comprising harmon-
ised statistical information on household wealth, incomes, consumption expenditures, labour
market activity, etc. The dataset used in this study covers wave X (surveys conducted in the
years 2016-2017). It includes the following countries: Austria, Australia, Germany, Estonia,
Spain, Finland, Greece, Italy, Luxembourg, Norway, Slovakia, Slovenia, the United King-
dom and the United States'.

The key variables under investigation in this study are homeownership and housing
wealth. The former is defined as a dummy variable that distinguishes between owned and
not owned living quarters. It follows the country-specific guidelines concerning particular
applicable legal arrangements. Additionally, this variable does not distinguish between out-
right and mortgaged homeownership. Consequently, the mortgage burden is not accounted
for in the second variable, i.e. housing wealth. This is defined as the total value of housing
assets that combine the market value of the principal residence and other real estate owned
by household members. This variable allows involvement in homeownership to be studied,
but in a more comprehensive manner than in the case of the owner/non-owner dichotomy.
Namely, the value of a housing asset also indirectly accounts for housing quality and mul-
tiple property ownership. Housing wealth is given here as gross value, i.e. mortgage debt

! For Greece and Luxembourg data from wave XI (2018) is used, as these countries were not covered by
wave X of the survey.
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is not included. The reason for such a choice is the intergenerational perspective of this
study. Given that it aims to investigate involvement in homeownership, comparisons that
include mortgage debt would not be adequate as typically the working-age generation is
more indebted than the elderly. Such an approach is similar to the one presented by Filandri
and Olagnero (2014), who also do not distinguish between mortgaged and non-mortgaged
households when exploring inequality in homeownership. As they argue, the age of the fam-
ily, as well as the timing of access to ownership, are the factors strongly affecting the size
of the mortgage burden.

Additionally, the unit of analysis in this study is a household. In line with the arguments
presented by Cowell et al. (2017), housing assets are not adjusted for household size. As
they discuss, when the emphasis is on the access to wealth by a household as a whole,
not its particular members, and the analysis is static, i.e. it does not involve changes over
time, equivalisation is not necessary. Furthermore, as proved by Sierminska and Smeeding
(2005), the impact of different equivalisation choices on wealth distribution is minor or even
negligible as compared to no equivalisation formula.

To ensure data representativeness and comparability all the presented results are esti-
mated using normalised household weights. This makes the country samples adjusted to
their population structures, and additionally, normalised it terms of each country sample
size by 10,000 households. As a result, the aggregated estimates are not biased by significant
disproportions in country sample sizes.

The main focus of this study is on the comparisons between elderly and non-elderly
households. Therefore, in order to identify both these categories the following criterion is
used. An elderly household is defined as a household where the head of the household is
aged 65 or above. The selection of this specific age threshold results from the fact that this
is a statutory pensionable age in most of the countries under the study (Eurostat, 2020). In
turn, all the remaining households not meeting this requirement, are classified as the non-
elderly households.

Table 1 presents the distribution of households in homeownership across income quin-
tiles. The results obtained for elderly and non-elderly allow some patterns to be identified.
First, there are noticeable differences in total homeownership rates for both groups. When
elderly households are considered, almost all the countries studied (except for Austria and
Germany) report high homeownership rates, which is above 75%. In the case of non-elderly
households homeownership is less universal, and only in Slovakia it exceeds this thresh-
old. However, there are significant country differences in this respect. Whereas for Austria,
Slovakia and Estonia homeownership rates reported for elderly and non-elderly households
remain at comparable levels within countries, for some states such as Australia, Luxem-
bourg and the United States they are quite divergent.

When comparing homeownership rates between the lowest and the highest income
groups it can be seen that, in general, the greater divergence is reported for non-elderly
households than for the elderly ones. There are also large differences between countries
in terms of tenure inequality. For example, for Slovakia, the reported share of non-elderly
homeowners belonging to the least affluent group (Q1) is 76%, whereas in the case of the
top income quintile (QS5) this rate amounts to 94%. Relatively small differences between
both these income groups are reported also for Greece, Slovenia, and Australia. By contrast,
for Norway, the shares amount to 18 and 88%, respectively. Other countries where the
disparity between the highest and the lowest income groups in terms of homeownership is
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the greatest are Finland, the United States, the United Kingdom and Germany. For elderly
households cross-country comparisons reveal similar traits, despite the smaller magnitude
of divergence between Q1 and QS5 groups (except for Austria, where it is slightly greater).
This implies that the differences between lower and upper quintiles in both household cat-
egories are highly positively correlated across countries. To assess whether the access to
homeownership in case of the lower income households is hampered by financial market
constraints, the mortgage debt-to-GDP ratio is also presented in Table 1. This ratio can be
regarded as a proxy of homeownership stratification (Schwartz & Seabrooke, 2008). Based
on the results of the correlation analysis (see Table Al in the Appendix), one can conclude
that there is a moderate positive correlation (r=0.57) between mortgage size and the dispar-
ity between homeownership in the Q1 and Q5 income groups in the case of the non-elderly
households. This relationship is weak in the case of elderly households, which have typi-
cally repaid their mortgage debt (r=0.20). Furthermore, there is also a moderate correlation
(r=0.45) with respect to intergenerational disparity in terms of homeownership rates, i.e. the
difference between total homeownership rates in both households groups, and involvement
in a mortgage.

Table 2 presents the comparisons between elderly and non-elderly households in terms of
the size of housing asset expressed relative to the country-specific annual average wage. As
shown, there are also large country differences across respective categories of households
in terms of average levels (per household) of relative housing assets owned. However, such
divergence can arise from various circumstances - not only the differences in homeowner-
ship rates, but also the differences in real estate prices or purchasing power of the average
wage in the countries under study. Consequently, such cross-country comparisons bring only
limited information about the actual housing wealth and its potential as an income source.
Therefore, a more suitable approach is to compare both households categories within each
country and further examine in which countries the differences between the elderly and non-
elderly are smaller, and in which they are greater. According to the results obtained, only
in three countries (Austria, Estonia and Slovakia) non-elderly households hold on average
greater housing assets than elderly ones. They are the same countries where homeownership
in both categories are at comparable levels. For the rest of the countries in the sample elderly
households report greater housing wealth. However, this prevalence can only partially be
attributed to the fact, that in this category there is a greater fraction of homeowners. This is
the case in the United Stated and Luxembourg, but not the case in Australia, Greece, Slo-
venia or Finland, where a relatively large disparity in homeownership rates between both
generations is not accompanied by proportional disparity in housing assets.

A more comprehensive outlook is provided by the analyses of the average level of hous-
ing assets across income quintiles. As shown in Table 3 in most of the countries studied, i.e.,
Austria, Australia, Germany, Finland, Italy, Luxemburg, Norway, the United Kingdom and
the United States, median housing assets in the non-elderly households category is equal
to 0 in the lower income quintiles. Such a situation is less frequent in the case of elderly
households (only in Austria and Germany). When analysing median housing assets in par-
ticular income quintiles for both household categories a fairly clear pattern can be identified.
Namely, for both the elderly and non-elderly, higher income groups are naturally associ-
ated with greater housing assets, but the difference between these household categories is
reported in terms of the size of housing assets. The prevalence of the elderly generation
in this respect over the non-elderly one is observable irrespective of the income category.
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Table 2 Housing assets relative to the country-specific annual average wage

elderly households non-elderly households  eldely vs. non-elderly
Country mean median mean median % difference in % differ-
mean values ence in
median
values
Austria 3.6 0.7 42 0.7 -14.6 0.0
Australia 7.5 53 6.5 4.8 154 10.5
Germany 43 2.0 3.5 0.0 25.0 n/a
Estonia 3.7 2.0 5.6 33 -33.4 -40.0
Spain 9.4 5.0 6.9 4.5 349 11.8
Finland 45 3.4 43 3.0 6.6 13.3
Greece 49 3.4 4.5 3.1 9.3 12.1
Italy 6.6 4.5 5.3 3.8 25.5 18.2
Luxemburg 14.8 10.2 9.8 7.7 50.0 32.8
Norway 5.4 4.7 4.7 42 13.8 11.4
Slovenia 4.8 3.5 4.7 3.5 1.5 1.7
Slovakia 5.1 4.5 6.9 53 -26.2 -14.3
United Kingdom 7.9 5.4 6.4 4.0 24.2 35.7
United States 6.1 2.6 4.1 1.4 47.2 82.1

Source: Author’s calculations based on LWS weighted data and OECD data on the average wage

Table 3 Median housing assets relative to the country-specific annual average wage across equivalised in-
come quantiles

elderly households non-elderly households

Ql Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5
Austria 0.0 0.0 2.3 2.3 6.6 0.0 0.0 1.2 3.5 4.7
Australia 4.4 5.1 6.4 9.4 15.1 0.0 2.0 43 5.3 8.2
Germany 0.0 0.1 2.5 5.2 8.7 0.0 0.0 0.0 1.6 5.0
Estonia 1.1 2.6 3.9 3.6 6.5 0.4 1.3 2.6 3.9 6.5
Spain 2.6 33 5.6 7.1 14.9 1.3 2.6 4.4 6.3 9.3
Finland 1.7 23 4.1 5.8 9.1 0.0 0.0 2.7 3.8 6.6
Greece 1.8 2.9 34 4.7 6.2 1.4 2.7 2.9 3.7 5.7
Italy 1.9 2.9 4.8 6.2 10.3 0.0 2.1 2.9 5.2 7.7
Luxemburg 5.7 8.7 9.4 16.6 21.5 0.0 3.8 8.0 10.7 13.0
Norway 2.4 4.1 5.2 6.2 8.0 0.0 2.0 42 5.4 7.6
Slovenia 2.7 2.6 4.6 6.1 7.1 1.7 22 3.1 3.8 5.4
Slovakia 2.8 4.9 4.8 6.9 7.5 23 4.4 4.7 5.6 8.3
United Kingdom 2.8 4.0 6.0 9.8 14.2 0.0 0.0 3.7 5.1 9.7
United States 0.6 1.6 2.5 4.2 8.2 0.0 0.0 1.3 2.8 6.7

Source: Author’s calculations based on LWS weighted data and OECD data on the average wage
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Table 4 Housing assets inequality

elderly households non-elderly households

Country Gini coeff. Ratio of aver- ~ Mean to Gini coeff. Ratio of aver-  Mean

age equity in median age equity in to

top 10% versus  ratio top 10% versus me-

bottom 50% bottom 50% dian

ratio

Austria 0.72 1687.40 5.09 0.72 2126.07 5.96
Australia 0.51 11.39 1.41 0.60 18.72 1.35
Germany 0.70 n/a 2.18 0.75 n/a n/a
Estonia 0.63 27.39 1.90 0.62 27.00 1.71
Spain 0.61 18.50 1.87 0.59 19.64 1.55
Finland 0.53 14.77 1.35 0.61 26.41 1.44
Greece 0.51 12.58 1.44 0.58 18.14 1.47
Italy 0.57 16.11 1.48 0.61 22.02 1.39
Luxemburg 0.49 10.92 1.45 0.58 17.90 1.28
Norway 0.45 8.61 1.16 0.54 14.03 1.13
Slovenia 0.49 9.85 1.37 0.56 15.22 1.37
Slovakia 0.42 7.96 1.13 0.48 9.15 1.31
United Kingdom 0.57 20.90 1.46 0.64 26.01 1.60
United States 0.70 52.23 2.34 0.76 103.27 2.90

Note: n/a indicates that for Germany the respective means in the bottom 50% in both groups, as well as the
median for non-elderly households equal 0

Source: Author’s calculations based on LWS weighted data

However, in some countries (Greece, Norway and Slovakia) this prevalence tends to be
minor across all income quintiles, while in others the differences between generations are
greater in particular income categories (e.g. the UK, Luxembourg and Australia).

4 Housing Wealth Inequality and Homeownership

As opposed to a great number of previous studies this work does not focus on wealth inequal-
ity measured by net worth, but it incorporates a somewhat different perspective, which
includes a more detailed insight into housing wealth. Similarly to the results presented in
the previous section, housing assets as gross value (mortgage debt not subtracted) are inves-
tigated. Additionally, in line with the previously presented reasoning, also for the purpose
of inequality measurement, housing wealth has not been subjected to prior equivalisation.
Table 4 presents inequality statistics concerning housing assets in both groups under
study: the Gini coefficient, the ratio between mean housing assets in the top 10% of house-
holds in the housing (gross) wealth distribution and in the bottom 50%, as well as the ratio
between the mean and median. The first indicator, the Gini coefficient, is rarely reported for
net wealth statistics, due to the large number of households with negative values (Balestra &
Tonkin, 2018). However, this is not an issue in the case of gross housing assets. The results
obtained for the Gini coefficient imply that in general, greater housing asset inequality is
reported for non-elderly households (except for Estonia and Spain). However, the dispari-
ties between generations in particular countries are not greater than 0.1 in absolute values.
There are also some noticeable cross-country differences with this respect. In Slovakia,
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Fig. 1 Housing asset inequality and homeownership Source: Author’s calculations based on LWS weight-
ed data

Slovenia and Norway housing asset inequality is the smallest for both, elderly, and non-
elderly households, while in Austria, Germany and the United States it is the greatest. A very
similar trait can be identified with respect to the ratio between average housing assets in the
upper decile and bottom half of the housing assets distribution. The third indicator under
consideration is the mean to median ratio, which indicates the asymmetry in the distribution,
and thus, reflects the scope of inequality. All the values reported are greater than 1, which
implies a right-tail asymmetry in the distribution, i.e., the inequality is driven mainly by the
upper half. Similarly, in the case of three countries, Austria, Germany and the United States,
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the mean departs from the median to a greatest extent, whereas for Norway and Slovakia the
ratio is the smallest. These results can be directly compared to the OECD estimates of mean
to median ratio (per household) calculated for net wealth (Balestra & Tonkin, 2018). Based
on OECD estimates for the countries under study one can conclude that total net wealth
inequality tends to be greater than housing asset inequality reported by this study.

With reference to the above presented finding, a question can be posed on the role of
homeownership as a driver of housing asset inequality. As shown in Fig. 1 the correlation
between homeownership rates and Gini coefficient for the two respective groups indicates
a strong negative relationship: higher homeownership is accompanied by smaller housing
asset inequality. However, there is a large variation in the dataset, and after exclusion of the
three countries with the greatest housing assets inequality (i.e. Austria, Germany and the
United States) this trade-off becomes less evident, but still the correlation coefficient implies
a moderate to strong negative relationship (r =-0.52 for the elderly households, and r=-0.71
for the non-elderly households). Additionally, as reported in Table A1 in the Appendix, con-
trary to the differences in homeownership rates (Q5-Q1) in both households categories,
Gini coefficients obtained for housing assets are not correlated with mortgage-to-GDP ratio.
These results imply that although greater homeownership translates into smaller housing
asset inequality, the latter is not associated with the way housing is provisioned (market-
based or family-based).

5 Conclusions

The results of this empirical study allow for several conclusions to be formulated with
respect to the existing patterns and disparities between elderly and non-elderly households
in terms of housing wealth, its inequality and homeownership. First, drawing from LWS sur-
vey microdata the study confirms that typically the elderly are more frequently homeowners
and, in average terms, they hold greater housing wealth, even if gross values (mortgage not
included) are taken into account. The latter seems to be simply a consequence of the former,
namely, greater involvement in homeownership naturally implies greater housing wealth
(per household). However, in countries where homeownership rates for the elderly and non-
elderly are at a comparable level, i.e. Austria, Slovakia and Estonia, elderly households
on average hold lesser housing equity. This allows it to be roughly concluded that in rela-
tive terms, in such countries non-elderly households are more eager or more economically
capable to accumulate housing wealth. The question remains, what are the factors behind
such patterns and whether they result from preferences or economic and demographic cir-
cumstances. When it comes to the cross-country comparisons, the intergenerational dispar-
ity (elderly vs. non-elderly) in terms of involvement in homeownership varies substantially
between countries. This variation can be partly attributed to differences between countries
as regards to the way households commonly enter homeownership (with a greater or lesser
role of the financial market, i.e., with mortgage, or mortgage-free). Residential property
acquisition through financial market (with mortgage) to some extent fosters the size of the
intergenerational homeownership gap.

Second, in general, the reported housing asset inequalities are greater in the group of non-
elderly households. This also applies to the tenure inequality as measured by comparisons
between homeownership rates across income quintiles. These results confirm the hypothesis
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that the working-age generation faces greater housing inequalities than the elderly genera-
tion. Furthermore, the differences in homeownership between the least and the most affluent
households observed in particular countries tend to be reproduced in both groups studied,
i.e., the elderly and non-elderly. This implies that some country-specific factors, possibly
rooted also in the housing systems, influence the magnitude of tenure inequality, yet they
affect the elderly households with this respect typically to a lesser extent than the non-elderly
households. Homeownership acquisition through the financial market (with mortgage) as a
common solution translates into greater inequality in homeownership in the bottom and top
income quintiles, but only as regards the working-age generation. In contrast, housing asset
inequality in both groups under study seems to be unrelated (in a cross-country perspective)
to the size of the mortgage debt.

Third, the study proved a negative correlation between homeownership rates and hous-
ing asset inequality in both households categories, albeit stronger in the case of non-elderly
households. The most vivid examples for that trade-off are three countries: Austria, Germany
and the USA, which have the lowest homeownership rates, and the highest housing asset
inequalities. These findings can be compared to the results obtained by Kaas et al. (2019),
who proved a similarly strong negative relationship between net wealth inequality and
homeownership rates, which has been attributed, as a result of the decomposition formula,
to the inequality between homeowners and renters, and implicitly to the housing wealth
inequality. Despite only partly overlapping country coverage, their results as regards a few
particular countries (Austria, Germany, Italy, Greece and Spain) imply that the observed
pattern with respect to the net wealth inequality vs. homeownership converges with the pat-
tern revealed by this study in terms of housing asset inequality vs. homeownership.

An approach to the inequality assessment based on gross housing assets, as elaborated
in the previous sections, is justified by the intergenerational scope of the study. The older
generation has largely repaid their mortgage, while for the younger generation it is unpaid.
According to Arundel and Ronald (2021), such gross housing assets serve as a proxy for
total potential housing wealth given full mortgage debt repayment. Thus, it regards housing
wealth as a potential source of income in old age. This constitutes a different perspective
to the one commonly applied in previous literature that employs net wealth for inequality
measurement, which emphasises the current moment in time. Evaluation of the potential of
housing wealth accumulation entails a long-term perspective. Consequently, the findings of
this study have some policy implications especially, but not exclusively, as regards the wel-
fare of the elderly in the future. They suggest that the current working-age generation (non-
elderly households) is to a lesser extent involved in homeownership, as compared to the
older generation (elderly households), which results in a smaller housing equity per house-
hold, but simultaneously it experiences greater housing inequality. Furthermore, as shown,
also in a cross country perspective, homeownership rates and housing asset inequality are
negatively correlated. Altogether, higher housing asset inequality by lower homeownership
rates are the factors that undermine the usefulness of the ABW and HABW concepts in a
policy application. Such findings imply that in the macro perspective the potential of hous-
ing as a source of additional income in cash and in kind tends to shrink. This applies espe-
cially to the current working-age generation that is expected to receive less adequate old-age
benefits in the future from the public pension systems than the current retirees. Although
this study represents a static approach, one cannot neglect the question whether the observed
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patterns with respect to housing inequality shall be reinforced in the future, when the current
working-age generation gradually enters the retirement age.

This study covers countries with different housing systems, as well as different models of
welfare state in general. They are not evenly affected by tenure and housing asset inequal-
ity. Additionally, various mixes of welfare arrangements make them more or less resistant
to the potential negative effects of housing inequality. In line with Stephens’ (2006) view
that ‘there is clearly a two-way relationship between the welfare systems (meaning labour
markets and social security systems) and housing systems, but housing systems can have
decommodifying impacts independently of the welfare regime’, it is justified to state that the
socioeconomic effect of rising housing inequality can be mitigated by social policy, and vice
versa, housing systems that promote more equal access to housing enhance welfare. That is
why the overall consequences of housing inequality should not be considered in isolation
from the country background.

This study has also some limitations. Firstly, as a common problem in surveys that require
self-reported home values is the reliability of the information provided by respondents. Such
problems arise, inter alia, from distribution-related issues, such as the under-representation
of certain socioeconomic groups that may affect inequality measurement, and data quality
issues (for an extended discussion see OECD, 2013). The latter covers deliberate misreport-
ing, misreporting as a result of cognitive problems, reporting of incomplete or outdated
information, etc. However, as proved by Tomal (2022a, b) self-reported dwelling valuation
can substitute objective valuation based on market pricing quite adequately, also for the
purpose of housing wealth inequality measurement. Furthermore, when intergenerational
differences are considered, this study distinguishes only between the elderly and working-
age generations, which can be considered as a somewhat rough division. As elaborated in
the theoretical section of this paper, homeownership opportunities tend to shrink in the case
of young adults, and they differ from older cohorts in terms of the patterns associated with
entering homeownership. Thus, a more detailed analysis of the working-age generation that
involves cohorts comprising Generation Z, Millennials or Generation X, would be benefi-
cial to further explore the differences between them in terms of housing inequality.

Appendix

Table A1 Correlation matrix

elderly households non-elderly households
Gini Ratio Mean Gini Ratio Mean Total
coeff. of to coeff. of to out-
aver- me- aver- me-
age  dian age dian
eq-  ratio eq- ratio
uity uity
in top in top
10% 10%
ver- ver-
sus sus
bot- bot-
tom tom
50% 50%
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Table A1 Correlation matrix

elderly households non-elderly households
el- 1.00
derly -0.77 100

Gini  -0.72 0.67 1.00

coeff.

Ratio -0.32 0.54 0.89 1.00

of

aver-

age

eq-

uity

in top

10%

ver-

sus

bot-

tom

50%

Mean -0.79 046 0.74 091 1.00

to

me-

dian

ratio
non- 0.81 -0.79 -0.67 -0.34 -0.57 1.00
el- -0.29 0.70 0.19 031 -0.01 -047 1.00

derly Gini -071 076 093 090 064 -0.82 037 1.00
coeff.

Ratio -0.23 0.54 0.75 095 081 -044 038 0.88 1.00
of
aver-
age
eq-
uity
in top
10%
ver-
sus
bot-
tom
50%
Mean -0.88 0.52 0.75 098 099 -0.64 0.02 070 0.97 1.00
to
me-
dian
ratio
0.37 -0.04 -0.14 021 -042 -023 026 0.13 039 -040 1.00

Total 0.03 0.20 -0.12 0.08 -0.20 -0.25 0.57 0.07 0.16 -0.18 045 1.00
out-

Notes: Table presents Pearson correlation coefficients calculated for 14 countries; Inequality indicators
apply to housing assets (gross value: mortgage not included)

Source: Author’s calculations based on LWS weighted data and European Mortgage Federation data for
2018
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