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6. CONCLUDING REMARKS

The household formation model has been developed as part
of the IMPACT Project's medium term model of the Australian economy.
The model is intended for use in policy analysis and should not be
viewed merely as a forecasting tool. Consequently, the projections
presented in this paper provide only an example of the results which
can be obtained from a model of this type which explicitly incorporates
the effect of economic and aoaomwwmrwn changes upon projections of the
number of Australian households. The results presented here indicate
what the number of houscholds would be if the economic and demographic
scenarios underlying the projections were to apply and if the model
used were to continue to track Australian household headship behaviour
adequately (as it has done over the 1960's and 1970's). Further
economic and demographic scenarios could be developed and their effect
on household mmﬂawﬁwo: investigated. Although we have adopted a broad
perspective in analysing our projections, it would be possible to
concentrate the -analysis on the response to changing conditions of one

or a few related demographic groups.

These projections have the potential to assist decision makers
in the building industry and in related policy areas. Household
formation responds to a variety of economic conditions, especially those
in the labour market and those associated with social welfare payments.
Governments need to recognize these linkages when formulating policy in
housing and in other areas. For the building industry the implication
is that economic fluctuations will continue to exert major influences

on the demand for their product. Under our assumptions longer term

HOUSEHOLD FORMATION : IMPLICATIONS FOR

AUSTRALIA'S FUTURE

by

Pamela Williams and Dennis Sams

1. INTRODUCTION

Since the turn of the century, there have been substantial
increases in the numbers of households in Australia and extensive
changes in their characteristics. Demographic trends have had a major
influence upon household formation; the likelihood that an individual
will form his own household, or will live as part of another, varies
with that person's stage in his life cycle and his conjugal condition.
In the past, the likelihood that -an Australian would head his own house-
hold rose with increasing age to a peak at prime ages and declined
slightly at older ages. As expected, the majority of Australian house-
holds are headed by married males, with the next largest group being

headed by widowed females, and a lesser number by unmarried persons

and married mmamwmm.u

The demand for household formation is obviously dependent
on the demographic composition of the population, but an individual's

ability to form and maintain a separate household will also depend upon

1. An excellent historical analysis of the demographic characteristics
of Australian household formation can be found in 0.8. Di Tulio,
"Household Formation 1911-2001, An Historical Analysis and
Projection”, National Population Inquiry, Research Report No.10,
Canberra, 1981.
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households, such that even small changes in their headship ratios will

lead to large changes in household numbers.

Our chosen economic scenarios are admittedly pessimistic,
even in our high growth scenario, and obviously this accounts for
our projected growth rates for households being lower than those
experienced in the past. If, in the future, the rates of economic
growth were to return to a level similar to that of the 1960's, then
the growth in households would be higher. Although, we cannot forecast
the future of the Australian economy, our set of projections does
provide an insight into the future numbers and composition of Australian

households and their sensitivity to the economic environment.

In summary, our projections indicate the onHozw:m changes in

future Australian household formation:

(i) wunder the influence of declining population growth and
relatively poor economic growth, there will be a slowing
in the rate of increase of household numbers to
[1.7, 1.9, 2.1] per cent or, on average, [84,600, 96,100
111,800] new households per year for the [low, medium,

high] growth scenarios;

(ii) the sensitivity of household formation to the assumed
economic scenarios is such that total houschold numbers

in 2001 are [4.4, 5.9] per cent [lower, higher], and the

average numbers of new housecholds per year over the
projection period are [12.0, 16.3] per cent {lower, higher], in
the [low, high] growth scenarios than in the medium

growth scenario;

different sources of income. These include wages and salaries, un-
employment benefits, the supporting parent's benefit, the invalid
pension, the old age pension and private income from dividends and
interest. The income derived from these sources will be determined by
the levels of wages, salaries, interest, dividends and benefit rates

and the likelihood that a person will be in receipt of such income. In
particular, the average income for any given demographic group will be
determined not only by the real wage, pension, etc., rates enjoyed by
that group, but also by the labour force participation rate, the fraction
of the year for which a typical member is in the workforce, the unemploy-
ment rate, the duration of unemployment, the proportion of the group who

are welfare recipients and the proportion receiving private income.

Over the period 1961 to 1976, there have been significant
changes in the likelihood that a person of a particular demographic group
will head a separate household. Overall, there was an increase in the
probability that a person would head a household, especially if that
person was a woman, and there was also an increase in the likelihood at
both young and old ages. At the same time, there were significant
increases in the income of particular groups, arising from changes in the
labour force participation rates for these groups, from changes in
relative wages, ‘especially changes in wage relativities for women and
young persons, and from changes in the unemployment rate and the
duration of unemployment. Similarly, over the mid 1870's, there were
substantial increases in the level of social welfare benefits, including
unemployment benefits, and a rise in the number of persons in receipt
of these benefits. Our analysis of Australian household moaawﬁwo:H
has shown that changing real incomes over the 1960's and 1970's have led

to a substantial increase in the total likelihood that a person will head

1. See Pamela Williams and Dennis Sams,.op. cit..
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[0.5, 0.8, 1.1] per cent of households. The major reason for the declin-

ing importance of households with young heads is their below average
population growth; the proportion of 15-19 year olds in the adult
population is projected to decline from 12.5 per cent in 1976 to 8.9
per cent in 2001. At the same time, headship ratios for this age group,
which are quite sensitive to changing economic conditions, are
projected to grow rapidly under the high growth scenario but remain
approximately static under the medium growth scenario and decline

slightly under the low growth scenario.

For households headed by 20-24 year olds, a similar story
emerges. By 2001, 20-24 year olds will head only [4.0, 4.5, 5.5]
per cent of households, compared with 6.4 per cent in 1976. This age
group also forms a declining proportion of the adult population over
the projection period, 11.5 per cent in 1976 compared to 8.6 per cent
in 2001, and the headship ratios for this age group are also sensitive

to the assumed level of economic growth.

The projected changes in the age composition of heads of
households must be interpreted carefully, since they derive not only
from changing headship ratios and changes in the age distribution of
the population but also from changes in its marital status composition.
For example, the changing marital status composition of the 20-24 year
old group exerts some influence on the numbers of households headed
by persons in that mnonvwmﬂ the beginning of the projection period,
the declining proportion of young married persons (who have the highest
headship ratios) leads to substantial reductions in numbers of house-
holds headed by this age group, although the assumed recovery in
marriage rates over the remainder of the projection period does help to

counter this decline.

2. THE MODELS

This paper forms an integral part of the analysis within
the IMPACT Project of the effects of economic, demographic and social
changes on the structure of the Australian @no=osw.H In this section,

we shall outline the IMPACT models relating to household formation, and

the projection of the Australian population.

As described in the previous section, the observed growth
in the number of households over time can be partitioned into the effects
arising from (a) the growth of the population and changes in its distri-
bution between demographic groups, and (b) the growth in the household
headship ratios for each demographic group. Under the assumption that
these two components of the growth in households are independent we can
adopt a comparatively simple two-stage method for the projection of

VQwasoHam.m

This method, which is used in the majority of projections
of households, involves the MHOMmOﬂwos of the headship ratios for each
population category and the separate projection of the population in
each category. Then, by multiplication of the headship ratios and
corresponding populations, we can derive the projected numbers of house~
holds whose head belongs to each of the population categories. Such

projections are usually based almost entirely on past headship and

1. For background material on the IMPACT Project, see Alan A. Powell,
The IMPACT Project : An Overview, First Progress Report of the
IMPACT Project, Volume 1 (Canberra: Australian Government Publishing
Service, 1977). )

2. FPor full details of alternative projection techniques; see United
Nations, '"Methods of Projecting Households and Families', Manual Vii,
Population Studies No. 54 (ST/SDA/Ser A/54), Sales No. E73 XIII, 2.
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.‘. ) . . 5 .
TABLE 9 : PROPORTIONS OF PROJECTED AUSTRALIAN HOUSEHOLDS (IN PERCENTAGES) the Facility incorporates.a two-sex marriage and divorce model which

constrains the number of marriages (and divorces) for each sex to be

equal.
MALES
Growth As at June The high level of disaggregation maintained within the IMPACT
Age Scenario 1976 1981 1986 1991 1996 2001 ,
Population Projection Facility enables the projections to be used very
15-19 Low 0.6 0.5 0.4 0.4 0.5 flexibly, For example, in the household projections reported in this
MED 0.5 0.6 0.6 0.5 0.5 0.5 A pre pres P
, HIGH 0.6 0.6 0.7 0.7 0.8 paper, the projected populations have been aggregated into the eight
20-24 Low 5.6 5.4 5.2 4.8 4.5 age groups used in the headship model and many of the available
MED 6.4 5.7 5.6 5.5 5.3 4.9
HIGH 5.7 2:9 6.0 6.1 5.8 demographic variables, which are superfluous to this study, have not
25-34 Lo 24.4 22.3 21.6 20.9 20.1 been used. However, in another context, a different aggregation msm
MED 24.7 24.4 22.5 21.9 21.3 20.6 k
HIGH 24.4 22.7 22.3 21.8 21.1 other demographic data could be used.
35-44 LOW 22.3 24.5 24.5 23.5 23.1
MED 20.7 22.3 24.5 24.4 . 23.4 25.1
HIGH 2.3 24.3 241 25.2 2.1 The IMPACT Population Projection Facility has not been
45~54 LOW 18.5 17.4 18.7 20.6 20.9 R . . . ecti .
¥ED 20.4 18.4 17.3 18.6 20.4 20.7 developed simply to provide muﬁmummﬂpcm.awaomﬂm@rwn projections using
HIGH 18.4 17.2 18.3 20.0 20.2 conventional demographic techniques. The Facility extends these
55-59 Low 8.8 8.4 7.2 7.5 8.4 i . . . : . .
MED 8.1 8.8 8.3 71 7.4 8.2 techniques by integrating them with an econometric model of fertility,
HIGH 8.8 8.2 7.0 7.2 8.0 marriage and divorce which allows these demographic events to be influenced
60~64 | LOW 6.7 7.4 T4 6.2 6.5 : . Fo1 s : .
KED 7.4 6.7 7.4 7.0 6.1 6.4 by changing economic and social conditions. ' As part of this econometric
HIGH 6.7 7.3 6.9 5.9 6.2 model, the Facility also incorporates a set of equations for the pro-
65+ LOW 13.1 14.0 15.4 16.2 16.3 . R s s ; s s
HED 12.1 13.1 13.9 15.1 15.9 15.8 jection of female labour force participation which determines the labour
HIGH 13.1 13.6 4.7 1.3 15.2 force participation rates of women in a simultaneous and consistent

framework with the level of fertility, marriage and divorce.

In the projections of population reported in this paper, we
have chosen to set the levels of fertility, marriage and divorce rates
explicitly since the performance of the Facility with these rates

determined by the econometric model is currently being tested and will
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demographic group can receive income from five sources;

TABLE 8 : PROJECTIONS OF AUSTRALIAN HOUSEHOLDS (IN THOUSANDS)
. 1) wages, salaries and supplements,

2) the unemployment benefit,

MALES 3) government welfare payments, such as sickness and
invalid pensions, the old age pension, supporting
Average
Growth As at June hpnual parent's benefit and the like, which are intended
Age Scenaric 1976 1981 1986 1991 1996 2001 Growth Rate| -
to replace labour income,
15-19 Low 23.2 21.1 19.0 “m.m 16.7 0.3 4) other government transfers such as child endowment,
MED 18.1 23.3 23.1 22.7 21. 24.4 1.2
HIGH 23.5 26.3 29.6 32.6 43.0 3.5 and health benefits, which are not intended to
20-24 | LoW 208.6  214.5  220.9  224.3  215.9 0.0 replace labour income, and
MED 217.4 209.1 223.9 240.5 253.3 253.4 0.6
HIGH 209.9  238.8  272.4  303.4  319.6 1.6 5) unearned private income from dividends, interest
25-34 | Low 899.8  888.9  927.0  970.7 1006.4 0.7 and the like.
MED 835.7 900.5 903.4 960.5 1021.6 1073.9 1.0
HIGH 901.6 924.6 1008.0 1090.3 1158.0 1.3
35-44 me do1 .2 MWM.W MMM.W “www.w “wwm.w “Www.w W.m The contribution to average expected income from each of these income
HIGH 824.7  991.9 1091.6  1161.1  1247.4 2.3 sources for each demographic group is determined by the average labour
45-54 me 609.2 Mw“.w MWW.M mww.w Nww.w “www.m “.M force attachment of each group and the state of the labour market, as
HIGH 682.2°  701.6  828.2 1002.7 1111.1 1.9 encapsulated in the following variables for each group:
55-59 LOW 325.0 332.2 307.7 346.8 418.2 1.7
mmwx 275.5 WWW.W WWM.W w“w.w www.w Mwm.w “.N a) the labour force participation rate,
50-64 LoW 248.5 296.0 506.1 286.9 525.0 ‘2 b) the fraction of the year a typical person is in
MED 238.7  248.5  297.2  308.9  291.0  331.5 1.3 e labour fi
HIGH 248.6  299.0  312.7  296.1  339.2 1.4 the labour force,
55+ LOW 484.9  558.0  659.4  T53.3  B16.4 2.8 ¢} the unemployment rate, and
wmmm 409.0 me.m me;m MMM w wmm.w MMM.M m.m d) the average duration of unemployment.>
TOTAL LOW 3695.6  3978B.4  4293.7 4645.7  4997.2 1.6 Average expected income is deflated by the housing cost component of
MALES MED 3385.8  3697.7 4019.5 4390.2 4802.8 5217.0 1.7
HIGH 3700.8  4079.2 4524.8  S5013.2 5494.4 2.0

1. It may be helpful to consider income from the five sources as income
rates. Weighting by the labour market attachment information produces
an expected income rate from each income source. Finally, applying
these latter rates to the numbers in each group and summing over groups
and income sources produces a total equal to total household disposable
income.
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77.1 per cent of all households in 1961 to 72.4 per cent in 1976.

This decline is projected to continue for all three economic scenarios

to [66.9, 64.9, 62.0] per cent in 2001. Traditionally, widows have

formed the next largest demographic group of households and constituted

9.1 per cent of households in 1976. However, this proportion also

declines in all scenarios to [8.0, 7.8, 7.4] per cent in 2001. These
declines in the proportions of households with the more traditional married
male or widowed female heads both in the past and in the projections are not
a reflection of absolute declines in the number of households headed by the
traditional groups themselves, but rather a reflection of the greater
relative growth in the number of households headed by the less traditional
sex/marital status groups. Between 1961 and 1976, the proportion of
households headed by never married and divorced persons of both sexes
increased substantially from 8.3 per cent to 13.1 per cent. The

most wavowﬁmsd contributions to this increase were from households

headed by divorced males and females, which grew, over this period, at
average annual rates of 9.4 per cent and 9.0 per cent, respectively.
Households headed by never married males and females also grew at above
average rates of 5.4 per cent and 4.6 per cent per year respectively.

In the projections these trends continue for all economic scenarios with
slower, but still above average, annual growth rates for households

headed by divorced males of between 5.6 and 6.2 per cent and for

divorced females of between 6.4 and 6.9 per cent. Households headed by
never married males and females also grew at slower, but still above
average, rates of between 2.0 and 4.3 per cent and between 1.9 and

3.3 per cent, respectively. The combined effect of these above average
growth rates is to increase the proportion of households headed by never

married and divorced perxsons from the 1976 level of 13.1 per cent to

11

married males and widowed females, and greatest for young unmarried
males. Young unmarried females do not respond as much as young males

to changes in their expected income but they are more responsive than
the traditional groups. Changes in wages and salaries have the greatest
effect of all income sources on headship ratios for all groups except
for older people who are more greatly affected by changes in social
welfare payments and unearned incomes, which are more important

sources of their income. Similarly, in the current situation of high
youth unemployment, the headship ratios of young unmarried persons,

especially males, are sensitive to the rate of unemployment cm:mmwnmm

Increases in the labour force participation rate of a demo-
graphic group increase the wocwm:wpm headship ratio for that group if
wages remain the same, since ﬁrww raises the average expected income
of the group. The sensitivity of headship ratios to changes in labour
force participation is similar to that for average expected income, in
that, the headship ratios of the traditional groups are little affected
by changes in participation rates while those of young unmarried males
are the most sensitive and those of young unmarried females have an
intermediate response. As expected, increases in the unemployment rate
and the duration of unemployment discourage household formation but the

effect is quite small in both cases, except for young people.

A schematic illustration of the method used to generate
the household projections reported in this paper is given in Figure 1.
We begin with a chosen demographic scenario of future fertility,
marriage and divorce rates and migration levels, and a chosen scenario

for the future of the economy. The demographic scenario is used by the

1. See Pamela Williams and Dennis Sams, op. cit. .



g oded uo pautgep sxe sdnoxf sniels [eirrew/xos sy ®

8°ic

3

N
.
-
LAt eV}

.

O M= O N
Wt~ VOO
™~

v .

.

RS

N ND 0o N [ Ns ol o} O 0 ©
P © e s . >
MY s N

3

.

DO
3 .
< <t O o=k

OO

O'ﬂ:O

-

—

.

= O e
W o

L ARYA

[

. Ay 4
-

[ S SR N

WO O o
3
o o~ oL ®

.

4

Ay o W W
. « s e .

-

<N Ino o

.

.
O~ O ~t <t <t D LAt a ¥ A O\ < DN

Lo 0N ot v NNy
[ ¢
WA

3

.

O W

.

.

> W wo
YOy OO v

NNy

NN O
~ -~

3

.

W O
w W W©

.

.
— -

. .

.

3

3
< <t -0 <+ LAY AW A AT 1Y ~ < <

.

— N <t = L0 < \O O (=30 o)W ep oM
.

D \D D

QW0 o QN
O W

.

sty
. . . . »
LAUR XY

.

CHB oo OO
&~ 5~

-

» » » s e .

.

< b AN Eaghe il < Yy YOV N ~ooan
. .
[N AN ] LAY AN A <k

.

.

YO INnNoOwN
. .
o~ - N\ <t <t D~ -0

v .
W W

O <O

<8l

3

Ll e 4]
YOV O
-

8i8

NNy

3

.
S g8

0°6

0’\0.0

3

[N 2 W 2 [SVRNat R al]

X
o8N
<
H
-

6 ¢

.

v el

WO N0

8¢

Y IO Y O 0O

09

@ vy (o)) R vl NN -t b < =t [copiep )] < DN OO0
. .
O\ W0 AR 2l o

HOIH
ety
MOT

HDIH
TCHR
ROT

HDIH
QEH
NOT

HOIH
QEn
ROT

HDIH
fescins
ROT

HDIH
echal
KROT

HODIH
QHH
ROT

HOIH
aaun
K0T

HOIH
ety
K0T

HOIR
etctl
ROT

SETVHIL TTV

SATIVH TIV

aa

ua

fi60)

W

JWN

HHN

1002

9661

1661

9861

sunp 3 sy

1861 961

OTIBUSDS
YIMOLY

mm:o&w
snaeag
[23TIEY
A

1002 0L 9L6T ‘SALVIS TVLIIYVH HOVE A0 SATVWEL ANV SHETVH X4 QHAVEH
(SEHVINEOYAd HI) SATOHISNOH NVITVELSAV CILOALO¥d J0 SHOII¥OJOHd

LE

L &74Yy

*sproyssnoy Jo xequnu -psiosfoxd

9Y1 01 SUOTINGIIIUOD 9SaYL 9SATRUE SUOTIOSS SUIMOTIOF 9YL

‘otoym 8 se uorierndod oYy a0y pue dnoxd yoee uT SPIOYSSNOY JO JOqUMU
9yl 3o sojewilse opracid 01 soriex dryspesy 259Ul YITM POUTQUOD udYyl
axe soleuriss uotrjerndod ayy -swoour peldadxe sfeioae S3T 01 orieRL
dryspesy s3T1 3O mmnommwh pPo1BWIISS oYl Jo SISeq 9yl uo dnoxd ostydeaSowsp
yoeo 1oy sotier dryspeoy sy sourwxelap uoyl dryspesy proyosnoy

JO Topow OTIlowouosd 9yl *dnoid yses Jo 9AST owodut pejdadxe ofwrisae
9yl sesueniyur 1T srsym opou dryspesy proyssnoy syl ojur L11dax1p
Spa9J 0SI® OLIBUOOS ODTUWOUODS oYl ‘ATpuodseg  ~fopow dryspeay proyssnoy
oyl Aq pesn uayl ale YoIym ‘dnoad yoes zoy sejex uotiedrorixed svxoy
anoqel oyl 108foxd o1 1epouw uorzedroriaed odoxoz anoqel oyr Lq ‘Ar3sity
‘pasN. ST OTIBUSDS DTWOHODD mn&. raeak yowvo ur dnoad orydexlouwep yosoeo ut

uotzeindod aya yo suotrioeloxd sirwisusf o3 yopow uorisefoad uorreindod

48



FIGURE 1 : SCHEMATIC REPRESENTATION OF THE IMPACT PROJECT'S HOUSEHOLD

TABLE 6 : PROJECTIONS OF AUSTRALIAN HOUSEHOLDS (IN THOUSANDS) HEADED BY MALES AND e
FEMALES OF EACH MARITAL STATUS, 1976 TO 2001 FORMATION PROJECTION FACILITY
Sex/
Marital . As at June ) Average
Statug Growth , Annual
Croupd Sconario 1976 1981 1986 1991 1996 2001 Growth Rate
DEMOGRAPHIC ECONOMIC
N Low 5.0 347.4 367.4  386.4  405.3 2.0 SCENARIO SCENARIO
MED 247.8  36.3  371.5  422.9  475.4  528.5 2.9
HIGH 518.1  408.3  508.0  632.1  709.9 4.3
NHF Lo 180.7  196.1  217.7  235.2 252.3 1.9
MED 157.5  181.0  202.7  230.7  258.7  289.4 2.5
HIGH 181.5 2127 256.3  312.2  355.8 5.5
M LOW 3156.4  33T1.7  3639.7 3945.1  4246.8 1.4
MED  2997.2  3156.9 .3382.4 3664.7 3986.3  4304.2 1.5
HICH 3157.8  3396.6 3694.7 4098.9  4361.2 1.5 OPULATION LABOUR FORCE HOUSEHOLD
POPULAT s PARTICIPATION HEADSHIP
P LOW 158.0  170.1  183.8  201.5  219.3 1.7 MODEL EL
HED 145.2  158.1 173.7  190.0  211.1 232.3 1.9 MODEL MO
HIGH 158.2  178.8  200.7  230.7  249.5 2.2
o Low 132.9  163.8 . 185.7  206.3  229.3 5.6
MED - 58.7  133.1  169.4  199.8  230.5  264.2 6.2
HIGH - 133.5  177.0  216.8  264.8  297.6 6.7
oF Lovw 1604 213.6  264.6 314.9  366.7 6.4
MED 77.5  160.6  217.6  269.6  324.6  382.0 6.6
HIGH 161.0 ~ 222.8  281.1  356.2  407.4 6.9
Wi Low 91.2 95.4  101.1  107.9  115.8 1.4
MED 82.1 91.% 96.2  102.8  110.7  119.9 1.5 POPULATION BY HOUSEHOLD HEAD-
HroH oia 912 1052 116 ieme vl SEX, 8 AGE GROUPS SHIP RATIOS BY SEX,
* * ) ' ' : AND 4 MARITAL 8 AGE GROUPS AND
WF Low 412.5  436.8  461.2  486.4  512.4 1.3 STATES 4 MARTTAL STATES
MED 374.4  412.6  437.5  462.6  488.8  515.9 1.3
HIGH 412.7  438.6  465.0  498.8  &22.2 1.5
ALL MALES  LOW 3695.6  3978.4  4293.7 4645.7  4997.2 1.6
MED  3385.8  3697.7 4019.5 4390.2  4802.8  5217.0 1.7
HIGH 3700.8  4079.2  4524.8  5112.6  5494.4 2.0
ALL FEMALES LOW 911.6 - 1016.5 1127.5  1238.1  1350.6 2.4 . .
MED 754.6  912.3  1031.6 1152.9 1283.2  1419.7 2.6 OUSEHOLDS BY SEX.
HIGH 913.3  1052.9 1203.1  1397.3  1535.0 2.9

8 AGE GROUPS AND
4 MARITAL
STATES

a  The sex/marital status groups are defined on page §.
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of 2.0 per cent per year, whereas over the projection period, 1976 to
2001, it is projected to grow at 1.4 per cent per year. Given the
historical and projected growth rates in total households discussed

in the previous paragraph, these population growth rates imply an
historical annual growth rate of the total household headship ratio of
0.7 per cent and projected growth rates of [0.3, 0.5, 0.7] per cent

under our [low, medium, high] scenarios. Thus, although most of the
growth in the projected number of households arises simply from the growth
in the projected population, there is nevertheless a significant contri-
bution from increasing headship ratios -- the size of that contribution
increasing with the level of economic growth. In fact, the projected
total number of households is 5.9 per cent higher and 4.4 per cent

lower than the medium projection for the high and low scenarios
respectively, with all of this difference being accounted for by the
variation- in headship ratios. Of more interest to policy-makers

and to the building industry is the sensitivity of the average number

of new households per year to the economic scenarios chosen. The

average annual increase in the number of households is [12.0, 16.3]

per cent [lower, higher] in the [low, high] growth scenario than in the
medium growth scenario, indicating that household formation will continue

to be sensitive to changing economic conditions.

In the past, one of the most interesting features of household
formation in Australia has been the differential growth in headship by
males and females. In the projections these differentials continue. Between
1961 and 1976, male-headed households grew at 2.5 per cent per year, whilst
female-headed households grew at 3.6 per cent per year. The majority
of this differential was accounted for by the higher annual growth in
female headship ratios (1.5 per cent compared to 0.6 per cent for

males). As a result, the proportion of households headed by females

15
TABLE 1 : SUMMARY OF ECONOMIC SCENARIOS
2000/01
Variable!’? 1975/76 Low  Medium  High

Real GDP per head'®) $2717 82735  $3770  $4594
Unemployment rate(®) 4.6% 6.0% 4.0% 2.0%
Real male hourly wage ratel®) $1.56 $1.50  $1.85  $2.52
Real female hourly wage ﬂmamAnv $1.45 $1.50 $1.85 $2.52
Social welfare mm%amzamAQVu

01d age %sﬂg?v $36.8 $50.6 $62.4 $85.0

Widow's pension(®) $49.0 $45.5  $56.1  $76.4
Male participation rate(®) 78.4% 75.4% 75.4% 75.4%
Female participation rate() 42.4% 44.6%  49.3%  55.4%
Expenditure per child(®) $434 $792  $981  $1345
Ruptial confinement dmﬂmva 105.4 113.4 113.4 113.4
Education participation rate(i) 32.2% 39.2%  39.2%  39.2%
Housing costa waamxnuv 0.99 1.00 1.00 1.00

(a)
(b)
(e)
(a)
(e)
(£)
(g)
(n)
(1)

Set to grow at mo.o*d.o.m.mg per cent per year in the ﬁwoz. medium, swmsu
growth scenario from the known value in 1979/80.

Changes at a uniform growth rate from the known 1979/80 value to the given
value in 1990/91, and remains constant thereafter.

The male/female wage relativity moves to unity in 1990, and remains
conatant thereafter.

A1l social welfare payments are adjusted to grow at the same rate as real
GDP per head. )

See text for a description of the participation rates for each age group.
Projected with the econometric model of labour forece participation for
three age groups, and disaggregated into the required eight age groups.
See text for a description of the participation rates for each group.
Projected as part of the econometric model of fertility, marriage, divorce
and female labour force participation.

Nuptial confinements per thousand married women 15-44; see text for a
description of the demographic scenario.

The education participation rate for 15-24 year old unmarried women is
mmmzamm to increase from the known 1979/80 value to a long run value of
40%. ‘

Set to unity after 1990.

For a listing of sources and a detailed description of these variables see;
Clive Brooks, "The Database of the Econometric Model of Fertility, Marriage,
Divorce and Labour Force Participation of Australian Women", IMPACT Research

Memorandum, BACHURCO Module, November 1981,

A1l monetary variables are expressed in constant 1966/67 Australian
Dollars.
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TABLE 5 MMM%»MM WMO%O@G»b AND PROJECTED HOUSEHOLD FORMATION IN >cmem>UH>A‘ to rising education participation for young people, to remain constant
for prime-aged (20-54 year old) males, and to decline for older males
= in response to improved possibilites for, and social acceptance of, early

1961 1976 Lov tediun Hgh retirement. (However, there is an assumed rise in participation rates ‘

Households 2782.0 4140.4 6347.8 6636.7 7029.4 for 60-64 year olds up to wumO\ow as a consequence of a return to more

Growth rate (2.69) (1.72) (1.91) (2.14) normal retirement patterns after the substantial early retirement of war

Total headship ratio 3784 L4205 .4238 L4431 L4693 veterans in the 1970's). For males of all ages the annual duration in the

Growth rate (0.71) (0.03) (0.20) (0.44) labour force is assumed to remain constant or to decline slightly.

New households 90.56 84.57 96.12 111.83

Average household size 3.78 3.29 3.10 2.96 2.80 For females, past history has indicated more volatility in

Male headed households . 2337 .1 3385.8 4997.2 5217.0 5494 .4 , the relationship between labour force behaviour and economic conditions.

Growth rate (2.50) (1.47) (1.64) (1.85) Consequently, the labour force participation model (discussed in the

Male headship ratio .6338 6939 L6763 .T060 . 7436 previous section) has been used to determine the labour force participation

Growth rate . (0.60) (-0.07) {0.10) (0.31) of married and ummarried females.l It attempts to model consistently the

New male households 69.91 60.99  69.78. 80.88 umrm<wocm of females with respect to fertility, marriage, divorce and

Female headed households 444.9 . 754.6 1%50.6 1419.7 1535.0 labour force participation and will eventually be used as an important

Growth rate (3.60) (2.32) (2.52) (2.84) input to the Population Projection Facility.

Female headship ratio 1214 1519 1780 .1871 .2023

Growtn rate (1.50) (0.70) (0.90) (1.22) - According to this model, female labour force participation

New female households 20.65 23.57 26.34 30.95 rates :

Percentage of households 15.99 17.98 o1.08 21.39 21.84 - increase with increases in female wage rates, which, in our scenarios,

headed by females are assumed to increase faster than male wage rates and to increase more

Percentage of new house- 22.80 27.88 27.40 27.67 uickly i ; L
holds headed by women q Y in the higher growth scenarios;

decrease with the level of alternative income sources, such as the
1. Yumbers of households are expressed in thousands, growth rates are calculated as :
3 d aged pension for older i ! i i
annual averages per year, and expressed as percentages, and new household units gee p women and the widows' and deserted wives' pension
are the annual average increments to households per year. for unmarried women, which are assumed to increase at higher rates, the

higher the economic growth suggested by the scenario;

1. The labour force participation rate equations for married and unmarried

Mmamumm are mwmn:mmma in Clive Brooks, Dennis Sams and Lynne S. Williams,
An mow=OEWﬁ#Hn Model of Fertility, Marriage, Divorce and Labour Force
Participation for Australian Women, 1921/22 to 1975/76", forthcoming.
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in the proportion married from 64.9 per cent in 1976 to 62.2 per cent

in 2001.

The important aspects for household formation of the

population projections are:

(i)  the slow-down in the growth of the population,
(ii) the ageing of the population, and

(iii) the increasing proportion of divorced persons and the
corresponding declining proportion of never married,

married and widowed persons.

19

for young and prime ages and to fall memraww for the older ages.

For unmarried females, participation rates are projected to decline for
the young and old and wo increase for the prime ages in all scenarios.
The sensitivity of the labour force participation rates to changing
economic scenarios is much lower for unmarried females. The fraction of
the year spent in the labour force (i.e., the duration of labour force
participation) is projected to increase for married females of all ages
in all the scenarios, whilst, for unmarried females, it is projected

to decline for younger ages and to remain approximately constant for

the other ages in all the scenarios.

The scenarios for upemployment and its duration

Following a decade of low unemployment, the 1970's saw a
period of continually increasing unemployment rates for all age,
sex and marital status groups. From 1976/77 to 1980/81, the overall
unemployment rate increased to over 6.0 per cent. From 1981/82, we
assume that the overall unemployment rate am<mm towards a long term
value of [6.0, 4.0, 2.0] per cent in the [low, medium, high] growth
scenarios. These overall rates are then disaggregated to give
unemployment rates for males and married and unmarried females in
each of eight age groups. The disaggregation assumes that the cohort of
teenagers who experienced continued high unemployment in the 1970's
will, throughout their working life, show some of the characteristics
of hardcore unemployables. Further, it is anticipated that government
policy and/or educational practices will be changed to ensure that dispro-

portionately high unemployment rates amongst young persons will not be

repeated in future generations. We also assume that married women are
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TABLE 4 : PROJECTIONS OF AUSTRALIAN POPULATION (1w e:ocm»zuwvé FOR ADULT MALES

AND FEMALES OF BACH MARITAL STATUS, 1976 TO 200t

MMMMﬁmw As at June Average
Status Annual
oao:mw 1976 1681 1986 19914 1996 2001 Growth Rate

MM 1506.7 1740.9 19%6.3 2058.4 2083.6 2147.5 1.4
(14.9)  (15.7) (15.9)  (15.6) (14.8) (14.4)

NMF 1099.6 1299.6 1459.7 1548.2 1535.6 1562.1 1.4
(10.8)  (11.7) ~ (12.0)  (11.7)  (10.9)  {(10.4)

MM 3289.3  3408.5 3654.2 3958.2 - 4298.1 4627.0 1.4
(32.4) (30.7) (30.1) (30.1) (30.6) (30.9)

MF 3289.8 3419.8 3681.5  3999.7  4352.3 . 4692.3 1.4
(32.5) (30.8) (30.3) {(30.4) (31.0) (31.3)

it 116.7 = 222.1 283.2 332.8  378.2 - 422.4 5.3
(1.2) (2.0) (2.3) (2.5) (2.7) (2.8)

DF 134,77 255.1 334.0 407.6 481.0 554.0 5.8
(1.3 (2.3) (2.7} (3.1) (3.4) .1

Wi 135.2°  144.0 154.0 165.9 178.9°  192.4 1.4
(1.3) (1.3) (1.3) (1.3) (1.3) (1.3)

WF 567.8  611.8  654.5  697.3 739.1 T79.3 1.3
(5.6) (5.8) (5.4) (5.3) (5.3) (5.2)

ALL MALES 5048.0 ~ 5515.6 6027.8 6515.2 6938.8  7389.3 1.5
(49.8) '~ (49.7) (49.8) (49.5) (49.4)  (49.3)

ALL FEMALES 5091.9 5586.3 6129.7 6652.8 7107.9 7587.6 1.6
(50.2) (50.3) (50.4) (50.5) (50.6) (50.7)

1. Marital status proportions for the total adult population are given in

brackets.

a The sex/marital status groups are defined on page 8.
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To convert the assumed values of real w:noamm in amwam of consumer
prices to real incomes in terms of housing prices, we require an

index which measures the relative prices of consumer goods and housing
costs. In the past, this index has been rising slowly. We assume
that, for all mn@dwwwom. the index moves towards unity by 1990/91 m:a;

remains at that level thereafter.

The projections of household headship ratios

The effect upon household headship ratios for each demographic
group of the scenarios outlined above is summarized in Table 2. After a
period of rapid growth in household headship over the 1960's and 1970's,
especially for the less traditional groups, headship ratios are projected

to increase at a much slower rate in the future.

For the lower growth scenario, where Australia's economy is pro-
jected to remain static, household headship ratios mow males of all ages
and marital states are projected to decline slightly under the influence
of static incomes, declining rates and durations of labour force participa-
tion and increasing rates and durations of unemployment. This is especially
so for never married and divorced males whose headship has: previously showed
substantial response to changing economic conditions. In the low growth
scenario female hourly wage rates are assumed to progress towards equality
with male rates and labour force participation for women of prime age is
assumed to increase. Thus, headship ratios for unmarried females decrease
only slightly for younger and older ages and increase slightly for prime
ages over the projection period. A similar situation applies to married

females, as their headship responds positively to their increased income
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TABLE 3 : PROJECTED AUSTRALIAN POPULATION (IN ﬁmocm>zcmvu

MALES
Average
As at June honual
Age 1976 1981 1986 1991 1996 2001 Growth Rate
0-14 1931.4  1896.8  1899.9  2013.4 2219.4  2403.9 0.9
15-19 650.7 658.3 683.1 680,14 638.2 686.8 0.2
(12.9)  (11.9)  (11.3)  (10.4) (9.2} (9.3)
20-24 597.5 664.5 677.2 702.2 699.6 658.4 0.4
. (11.8) . {12.1) . (11.2)  (10.8) (10.1) (8.9)
25-34 1101.5 . 1225.0 1320.0 1405.1  1443.7  1467.1 1.2
(21.8) (22.2) (21.9) (21.6) (20.8) ﬁam.mv
35-44 . B02.6 937.7 1136.2  1265.7 1359.3  1444.0 2.4
(15.9)  (17.0) (18.9) {19.4) (19.6) (19.5)
45-54 797.6  774.2 791.9 . 928.4 1121.8  1247.% 1.8
(15.8) (14.0)  (13.1)  (14.3) (16.2) (16.9)
55-59 311.3 369.9 382,2 355.0 401.7 487.3 1.8
(6.2) 6.7) (6.4) (5.4) {5.8) (6.6)
60-64 272.8 287.1 344.6 357.8  334.5 380.2 1.3
(5.4) (5.2) (5.7) (5.5) (4.8) (5.1)
65+ 514.0 598.8 692.8 821.0 939.9 1018.2 2.8
(10.2)  (10.9)  (11.5)  (12.6) (13.6) (i13.8)
ADULT MALES 5048.0  5515.6  6027.8 6515.2 6938.8  7389.3 1.5
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0)
TOTAL MALES | 6979.4 7412.4 7927.7 8528.6 9158.2 9793.2 1.4

1. Percentages of the adult population in each age group for each sex are
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and participation rates at younger and prime ages and negatively to

their increasing unemployment. It is interesting to note that even in
a situation of economic stagnation, people will continue to head their
own households; that is, there will be only a minimal decline in head-

ship ratios.

Under the medium growth scenario, headship ratios do not
fall, nor do they show significant growth. For males, increasing
incomes and mwwmwaH% declining unemployment are sufficient to counteract
the effects of declining labour force participation  such that heéadship
ratios for each marital state tend to increase at young and prime ages
and decline slightly at older ages. For unmarried females we again
observe no substantial growth in headship ratios, except for prime aged
females, whose labour force participation is projected to improve. For
married females there is some growth at young and prime ages, but not
for older ages. Thus, under a mnmzmuwo of medium economic growth,
headship ratios for all demographic groups are projected to remain

relatively static.

For the high growth scenario, we observe more substantial
changes in headship ratios. Males of all ages and marital states
experience substantial’ increases in headship ratios, especially at the
prime ages. Unmarried females of all ages and marital states also show
increased headship ratios, whilst married females show m:vmnmunwmpﬂw

increased headship for all but the older ages.

In summary, the trends that were established in the 1960's
and 1970's with respect to higher growth in headship ratios for
younger people and the less traditional household headship groups are
projected to continue, but with substantially reduced force.  Given the
scenarios used in this projection, headship ratios for each demographic

group are not expected to change dramatically in the future.
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