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Modeling approach




Inequality in Distribution of Inc
and Wealth

Gini Coefficients
0.322 0.689
1 C

(

0
EQUAL Seeu|

R RN ee——
Household < :vﬁww&
Disposable " ToENN

Income



Maorl assets not counted

Business $30,000 Al

Bank deposits | $1,200

Trusts $101,700
*Maori assets $1é//(%é{/////

In the total
Type of Asset | Median P /e 2
Value Heraerbae 2
Property $139,000 | 86/7///////// /. ?
Persion [ 512000 |4 [[{{[T{{{(«
N
§




Separate models for couples
non-partnered individuals

— Mean net worth of couples /(%
times as large as for indivic

— With observed characteristics held constant,
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Distribution of Net Worth

/

Level of Net Worth | % of individy?/; Wﬁ:
Negative 23 -
$0 - $20,000 34 ;
$20.001 - $100.000 16 \(
$100,001 - $500,000 23 -

=
$500,001 and more §
Total X
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Structure of the multivari%

Core Variables
 Age

e Gender + Marital status
e Ethnicity + Migrant status
e Education

e Location

e Inheritances

e Income level + main s
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Structure of the models

Core Variables
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e Ethnicity + Migrant status
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Structure of the models

Core Variables

 Age

e Gender + Marital status

e Ethnicity + Migrant status
e Education

e Location

e Inheritances

e Income level + main s
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Structure of the models

Core Variables
 Age

e Gender + Marital status

e Ethnicity + Migrant status

e Education
e Location

e Inheritances

e Income level + main s
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What matters for the net wort
non-partnered individuals?

Core variables

° Age***

* [ncome sources (self-employment/anc
Investment) and levels

* Inheritances (» 60 cents per § @

* Location (rural) A \
- . S
e Secondary schooll ga./-g}gs\,};:wﬂm

- . . ‘ OO W \\‘
» Asian ethnicity RS
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Net worth of individuals and couples b
(no other covariates)

Net Worth ($2001)
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What matters for the net wort
couples?

Core variables

e Same variables as for indivi¢
Asian ethnicity)

e PLUS
— Marital status
— Maori ethnicity (only if bothpart
— Migrant status NN




Other influences on neW

Portfolio variables

e Age first bought property matters fofr /e
couples and individuals

o Composition (shares +ve, property
iImportant for couples

Labour force variables
e Years employed (+ve, for ing

(AU S
R e S
SR\

Tt
unemployment (-ve, for couples) -\

_ e =-\\\\§»‘3‘3‘{¢'¢““ S
Occupational & fertility %@ﬁ‘\‘ﬁ"t"‘%‘%

e Little clear effect



Intra-household (bargaining)
model for couples

e \Women » 3yrs younger ang
ife expectancy than male /g

bargaining power (age gé

" " ~F At

inheritance gap) lowernetworth,

+ Rational response toeffect of NZ Super-———
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Are there ethnic
differences?
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Unpartnered Individuals: Mean Net

!
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Unpartnered Individuals: Medlan N
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Couples: Mean Net Worth by Ethnicity
Respondent
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Pakeha and Maori Couples: Mean

400,000
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200,000
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Testing for Maori-Pakeha
differences: individuals
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Factors explaining Maori-Pakeha
differences in net worth: indivi

Y/

¥ 7 T
-10,000] ? ~
-20,000] ?
-30,0007 /
-40,0007
-50,0007 <
-60,0007
-70,0007 \
-80,000] e —— A

NN

-90,000 N .
S & F & 5 A e S

s < SE RSB

< 2 NN Y
Nl e\



Testing for Maori- Pakeha N
worth differences: coup

 Mean characteristics explal
Maori-Maori vs Pakeha-P
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unconditional
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Factors explaining Maori-Pak
differences in net worth of

B

« Age and income level Inh7/
still most important 1.2 - i

. 1
e Education, income 0.g/ ‘
sources, inheritance 0.6l -
more important than 0.4 @
for individuals 0.2 1
+ Unexplained o %

difference in response 5

to inheritances f
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Direct and indirect effects of ethnicity
wealth of non-partnered individua

Maori 33%
Ethnicity
Education 9% ‘ A
qunl

Unemployment 1%

Age * 42%

oV
Income **



Direct and indirect effects of ethnicity
wealth of couples®

Maori 5304
Ethnicity
Education ™ ‘ A
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Unemployment 1% =="|‘ <
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Age **

Income **

# Pakeha/Pakeha and Maori/Maori






Student loans: do they%

e Importz
ISSUE
e Wide co
5% /of total liabilities
e Little evidence/c
be loral cons

e Held\b 0% O
YHhdividuals—~—\x
Javn kRO
VORI~
N N\
RS

\$’

R ‘,4.‘«\4“
\*Q‘* WA
N

W)



H1: Student loans have no eff
total net worth

Total NW =a + dSL + Core
e Accept null that d = 0O for

 Reject d =0 for non-part
(median NW -$15,000)




H2: Student loans have no eff
mortgages

of the X's)
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H3: Student loans have no eff
value of property holdings

Property Value = a + dSL + Core’Varnables
o Accept null that d = O for couple

 Reject d = 0 for non-partnerec
— (value of property $12,500 lower| at

O
— Reduced by $1.10 (+30: -/f%'E_E: 1
couples \§\
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H4: Student loans have no eff
fertility

Total Children = a + dSL + Core |

e Accept null that d = 0 for cou

— No effect of either presence or val

 Mixed evidence for non-partner

— Weak effect that value of loan | S
children (only with Poisson

1)

NB: 2/3 of total childre
effect on fertility is
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Human Capital?

e Plumber:
— Assets:  $120,000
— Liabilities: $60,000 NE
e Dental Student:
— Assets: NIl
— Liabilities: $60,000 NET
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Estimating human capital

/S
Hk :(1' uk)yt +(1' dk)Hk+1(1+ g)/(1+|)
Present value of future labour earning
9t = f(age, age?, qual, gender, e gity) @

Allow for unemployment (u), real\gra
(9), survival (d) and discount\rg
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Human capital of Pakeha m

————— Unqualified School Qual —
w-+eeeeennam Post-Sch Vocational -— - — Degree —
i
1.0e+06 = _—
——
—
e
—
500000 @
§
: §
I I | I | |

1 1 T T
20 25 30 35 40 45 50 55 60 65
age of respondent

ATTEHTELEELTTECC oy T



Net Wealth

Net Worth + Human Capit

Couples
e Mean net worth

000

$320
« Mean human capital
000

= $840,

e Mean Net Wealth

$1,160,000



Net wealth is more evenly
distributed than net worth

$1,000,000 T
B Human Capital

@ Net Worth
$750,000 -
$500,000 -
$250,000 -
$0 -

DeC|Ies of Net Worth
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Conclusior
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Conclusions

o Unequal distribution of net wot
» Partly reflects age structure

— Demographic characteristics A4
ocation, and portfolio variables also impg @
o Ethnic differences are largely explainab
e Student loans — _ﬂ‘\ fects
. RN
e Including human ce /f{%ﬁ'&vayg::‘%
inequality LRSS
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Caveats

« Still 60% unexplained vari
e Can’t study wealth-health/r

e Labour force and retirem
studied

 No cohort effects

e No standard used to
levels are ‘adequ
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