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Abstract

Prior studies suggest that homeownership positively impacts on social capital forma-
tion. However, many studies find it difficult to control adequately for selection
effects in the form of factors, some of which may be unobserved, that encourage
both homeownership and investment in social capital by households. A biennial
survey conducted in New Zealand cities provides data that enable the control of
such selection effects with propensity score matching methods, while also bench-
marking the results by means of regression methods. The results confirm that home-
ownership exerts positive impacts on the formation of social capital. At the same
time, homeownership demands greater accountability of local government and leads
to reduced satisfaction with local government performance, thereby negatively
impacting on community social capital. Hence these two dimensions of housing-
related social capital work in opposite directions from each other, a finding which
has not been previously observed.

1. Introduction

Homeownership has increasingly attracted
the attention of researchers and policy-
makers as interest in the impacts that such
investment has on outcomes for regions and
individuals grows. Recent studies have

attempted to measure whether there are
benefits to homeownership, such as
improved outcomes for children (Aaronson,
2000; Mohantly and Raut, 2009; Haurin
et al., 2002), for immigrants (Sinning,

Matthew Roskruge is in the Department of Economics, Waikato Management School, University of
Waikato, Private Bag 3105, Hamilton, 3240, New Zealand. Email: mattr@waikato.ac.nz.

Arthur Grimes is with Motu Economic and Public Policy Research, PO Box 24390, Wellington,
6142, New Zealand. Email: arthur.grimes@motu.org.nz.

Philip McCann is in the Faculty of Spatial Sciences, University of Groningen, Postbus 800,
Groningen, 9700 AV, The Netherlands. Email: p.mccann@rug.nl.

Jacques Poot (corresponding author) is in the National Institute of Demographic and Economic
Analysis, University of Waikato, Private Bag 3105, Hamilton, 3240, New Zealand. Email:
jpoot@waikato.ac.nz.

Urban Studies at 50

Article
50(12) 2517–2534, September 2013

0042-0980 Print/1360-063X Online
� 2013 Urban Studies Journal Limited

DOI: 10.1177/0042098012474522
 at University of Waikato Library on June 20, 2016usj.sagepub.comDownloaded from 

http://usj.sagepub.com/


2010), crime (Sampson et al., 1997), labour
markets (for example, Borjas, 1985; Oswald,
1996) and general wellbeing (Cobb-Clark
and Hildebrand, 2006).

Many of these benefits relate to commu-
nity interaction boosting social capital
(Putnam, 2000). The theory behind this
relationship is that when someone purchases
a home and becomes the owner-occupier,
this investment reduces geographical mobi-
lity due to the transaction costs associated
with a subsequent move. Moreover, if resale
is desired at a future date, the owner-
occupier will endeavour to act in ways that
maximise the future net return. Longer
duration of residence plus concern regard-
ing the dwelling asset value increase the
incentive for an individual or family to
invest in their community, through engage-
ment in local decision-making (Boehm and
Schlottmann, 1999) as well as through inter-
actions with other members of the commu-
nity (networks) and through participation
in community activities (DiPasquale and
Glaeser, 1999; Glaeser et al., 2002; Sampson
et al., 1997). As well as the pecuniary bene-
fits of investing in social capital, home-
owners may experience improved intrinsic
returns to homeownership as a result of
community investment including increased
sense of belonging, control over their home
environment and ontological security
(Saunders, 1989; Dupuis and Thorns, 1998).

Working against these positive benefits of
homeownership for social capital accumula-
tion is the argument from Oswald (1996)
that the reduced geographical and labour
mobility associated with homeownership
raises unemployment, which in turn may
have a negative impact on social capital.
However, the evidence for these negative
effects of homeownership is rather less con-
clusive than for the positive impacts (for
example, Green and Hendershott, 2001;
Munch et al., 2006). Nonetheless, greater
social capital itself may generate negative

externalities. For instance, strong social cap-
ital within a community may facilitate anti-
social behaviours through an unwillingness
of insiders to involve outsiders (Browning
et al., 2004).

We investigate the effects of homeow-
nership on social capital by testing a model
of individual social capital using a range of
dependent and explanatory measures
obtained by merging two samples (2006
and 2008) of New Zealand’s Quality of Life
(QoL) survey. The 2006 census showed that
the homeownership rate in New Zealand in
2006 was 67 per cent, with 6 per cent living
in state rental housing and the remainder
renting privately. Our pooled unit record
dataset enables us to control for personal
characteristics that, if omitted, could bias
the estimated relationship between home-
ownership and social capital. We combine
this dataset with regional data from
Statistics New Zealand.

Like DiPasquale and Glaeser (1999), we
hypothesise that homeownership gives indi-
viduals an incentive to improve their com-
munity. We argue that owner-occupiers
demand greater accountability of local gov-
ernment than tenants. In New Zealand,
local councils have a ‘power of general com-
petence’ allowing them to be involved in
any lawful activity. In practice, they provide
economic and social amenities and services
(such as roads, sewerage, rubbish collection,
community facilities) and make planning
decisions; they are not involved in central
government policy fields such as health and
education.

Dissatisfaction of homeowners with local
government performance can impact nega-
tively on community social capital. Hence
these two dimensions of housing-related
social capital (community participation
versus satisfaction with local government)
work in opposite direction from each other.
While a potential impact of homeowner-
ship on local government performance was
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noted by Dietz and Haurin (2003), the two
opposite effects have not been directly com-
pared previously. We test these opposing
impacts using both regression and propen-
sity score matching (PSM) techniques.

When testing a causal link from homeow-
nership to social capital, we must take into
account that, unlike in a randomised trial, there
are selection mechanisms that draw households
into homeownership. Conventionally, such
selection effects are partially addressed by
means of instrumentation using historical or
geographical information, group averages or by
controlling for individual effects with panel
data. Such approaches never fully overcome the
selection problem associated with non-
experimental data. Alternatively, a field experi-
ment can provide a truly exogenous instru-
ment, as demonstrated in the recent work by
Engelhardt et al. (2010). In our application, we
use a large and representative random sample,
containing information on personal traits that
are not normally observed, to control for selec-
tion effects. Nonetheless, the PSM approach is
not a panacea for the selection issues and, for
example, the choice of covariates remains criti-
cal (see Steiner et al., 2011). However, the
method has now been used widely to identify
causal effects in other microeconometric stud-
ies (for example, Angrist and Pischke, 2009); to
our knowledge, this paper is its first application
to estimating the impact of homeownership on
social capital.

After controlling for selection effects that
draw households into homeownership, we
find that community participation, sense of
community and trust in others are positively
related to homeownership whereas attitudes
towards local government are negatively
related to homeownership. Thus, three indi-
cators of social capital are positively related
to homeownership whereas one is negatively
related to homeownership. Importantly, as
Putnam (1993) originally argued, it is atti-
tudes towards local government which are
the critical link between social capital and

the efficacy of governance. The fact that
these are found to be negatively related to
homeownership suggests that the relation-
ships between social capital and institu-
tional performance are more complex that
previously understood.

Section 2 of the paper discusses the the-
oretical framework for analysis. Section 3
describes our methodology, including a
detailed description of the PSM procedure.
Section 4 presents our data, while section 5
reports the empirical results of the regres-
sion and PSM analyses. The final section
presents conclusions and suggests avenues
for further research.

2. Analytical Framework

Social capital can be characterised as the lin-
kages between actors through which infor-
mation flows (Westlund, 2006). As social
capital is neither observable nor quantifi-
able, direct measurement becomes impossi-
ble and for empirical purposes the use of
proxy variables is necessary (Collier, 2002).

Interpersonal trust and community par-
ticipation are commonly used measures of
the stock of social capital and are included
in both the World Values Survey and the
General Social Survey. Zak and Knack
(2001) have provided theoretical links
which validate their use. Higher levels of
trust relate to increased ease in establishing
linkages with others, while participation in
community activities facilitates the forma-
tion and strengthening of linkages.

Measures of a sense of community and
attitudes towards local government are less
commonly utilised. The rationale for their
inclusion stems from the work of Putnam
(1993, 1995) which suggested that social
capital is, in part, expressed in community
interaction. We assume that individuals who
have a positive sense of community are
more engaged in that community and
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therefore experience greater social capital
through stronger network linkages. Putnam
(1993, 1995) and Dietz and Haurin (2003)
propose that homeowners with high levels
of social capital will also be more fully
engaged in local political processes and so
hold their local council more fully to
account. This may make them feel more or
less positive towards their council than non-
homeowners, depending on council perfor-
mance. To the extent that council services
benefit all residents while property taxes are
paid directly only by property owners, it is
quite possible that homeowners will have a
less favourable attitude towards local gov-
ernment than renters.

Four distinct groupings of social capital
determinants have been identified in prior
literature for inclusion in a microecono-
metric model of social capital: demographic
variables; geography and location-specific
variables; human capital variables; and
homeownership.

Demography. A person’s age and gender
appear to be consistently associated with
social capital (for example, Glaeser et al.,
2002; Putnam, 2000; van Emmerik, 2006).
Household composition is also an impor-
tant consideration, particularly the pres-
ence of children (Kleinhans et al., 2007).
Additionally, ethnicity matters. In New
Zealand, Spellerberg (2001) and Williams
and Robinson (2001) find that analysis of
social capital needs to account for differ-
ences between ethnic groups, including
Maori (New Zealand’s indigenous people),
as there are cultural differences in social
beliefs and attitudes which may influence
social capital formation.

Geography. European studies have shown
that social capital formation in rural set-
tings is significantly different from that in
urban areas, with more ‘bonding’ or

within-group social capital in the latter
rather than ‘bridging’ or between group
social capital evident in the former
(Aldridge et al., 2002). This effect can be
examined using population density as a
proxy for urbanisation and through use of
regional fixed effects.

Human capital. Human capital has been
consistently found to be related to social
capital (for example, Huang et al., 2009;
Glaeser et al., 2002; Helliwell and Putnam,
2007), although the exact relationship is
under debate. Bowles and Gintis (2002)
argue that social skills are a product of edu-
cation, and thus that social capital could be
considered a sub-component of human
capital. This is in contrast to the standard
approach which views social capital as
related to, but separate from, human capi-
tal. We adopt the latter approach and
include measures of individual human cap-
ital in our model.

Homeownership. Homeownership has
been shown, inter alia by DiPasquale and
Glaeser (1999) and Glaeser (2001), to have
a significantly positive effect on variables
related to social capital. However, homeow-
nership is not randomly assigned. It is likely
that those who own their homes also have
higher incomes and higher educational
attainment, are older and have a partner
who shares the mortgage. These selection
effects, if unaccounted for, may cause bias
in the estimates of the impact of homeow-
nership on social capital as those who own
homes are likely to possess other character-
istics commonly associated with social capi-
tal; therefore the effect of owning the home
on social capital may be overstated (Dietz
and Haurin, 2003). Among those who do
not own homes, there may be differences in
contributions to social capital between
those who live rent free in a home owned
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by family, those who rent from a private
landlord and those who rent from a public
landlord.

In summary, assuming that individual
i’s social capital (KSi) is determined by that
individual’s personal characteristics (Pi),
human capital (KHi), the geographical vari-
ables of the individual’s region r (Gir) and
homeownership status (HOi), we can spe-
cify a framework for a regression model as
follows

KSi = K Pi, KHi, Gir , HOið Þ ð1Þ

This framework is used to aid selection of
variables from the available micro data.

3. Methodology

When participants in a study are not ran-
domly assigned into control and treatment
groups, we do not have an experimental
setting to separate the causal effects of a
treatment (in this case homeownership)
from the selection effects which may arise.
One approach to dealing with selection bias
in these circumstances is to use a non-
experimental estimator such as ordinary
least squares (OLS) regression and control
for as many other influences as possible,
arguing that potential omitted variable bias
is thereby reduced. An alternative method
is the use of a matching methodology in
order to control explicitly for potential
selection bias. The latter method is pre-
ferred here given that homeownership is
not randomly assigned.

3.1 Regression Analysis

Initially, we report the results of OLS regres-
sion of the association between homeowner-
ship and the four proxies for social capital.
We include controls for demography (age,
gender, ethnicity, household size and com-
position), human capital (years of

schooling, employment status and income)
and geography (years resident in the
region). Our equation also includes spatial
and time fixed effects. However, because the
data consist of two pooled cross-sectional
surveys, we cannot use panel estimators that
account for unobserved time-invariant indi-
vidual effects. The resulting equation is

KSirt = a + b0HOirt + Xirtb + Rr + Dt + eirt

ð2Þ

where, KSirt is the outcome of interest (the
proxy for social capital) of individual i in
region r at time t; HOirt is a dummy repre-
senting the treatment, in this case whether
the individual is a homeowner or not; Xirt

are observations on a set of explanatory vari-
ables pertaining to geography, demography
and human capital; Rr and Dt are the coeffi-
cients for the spatial and time fixed effects
respectively; and eirt is a residual.

A major concern with cross-sectional
regressions is that unobservables in relation
to individuals may bias the estimated coeffi-
cients and make interpretation of causality
problematic. These problems can be sub-
stantially mitigated where: (a) there are mul-
tiple proxies for social capital; (b) one of the
proxies is theoretically related to exogenous
personal characteristics; and (c) that proxy
is not a function of the explanatory variables
of interest for determining another form of
social capital. If (c) does not hold, one can
still use a proxy that meets condition (b) to
test robustness of results.

As an example, take two social capital
proxies: trust and participation. The psycho-
logical literature on attachment theory
(Bowlby, 1982) indicates that early life expe-
rience affects subsequent personal relation-
ships throughout life, including the
likelihood that an individual trusts others.
Thus there is an unobserved personal ele-
ment to trust that is additional to the impact
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of observable factors such as ethnicity, age
and geographical location. Despite not
having longitudinal data, we can make use
of the unobservable component affecting
trust to control for individual unobservables
in a regression of the determinants of partic-
ipation. To see how, consider the following
structural system of equations

trusti = bXi + ahomei + mi ð3Þ

participationi = gXi + dhomei + umi + ei ð4Þ

where, i refers to an individual; Xi is an
observable variable affecting both trusti and
participationi; homei is homeownership
status; mi reflects unobservable personal
characteristics; ei is a random error term;
trusti and participationi are defined as
before; and (consistent with our subsequent
results) each of a, d, u .0.

If the individual unobservables (mi) that
contribute to high trust are positively corre-
lated with homei then estimation of equation
(4), with mi excluded, will result in omitted
variables bias with an overestimate of the
effect of homei on participationi. From equa-
tion (3)

mi = trusti � bXi � ahomei ð5Þ

Substitution of (5) into (4) yields

participationi = (g � ub)Xi

+ d� uað Þhomei + utrusti + ei

ð6Þ

Equation (6) shows that, by including trust
in the participation equation we can control
for individual unobservables, mi. We can no
longer interpret the coefficients on Xi struc-
turally but, given that our interest is in d,
this is not a major concern. If a = 0 (so that
homeownership does not affect trust), we
can interpret d structurally as the effect of
homeownership on participation after con-
trolling for both observable (Xi) and

unobservable (mi) characteristics of individ-
uals. If a .0 then, by including trust in the
equation for participation, the coefficient on
home in equation (6) will now provide an
underestimate of the effect of homeowner-
ship on participation. While the inclusion of
the variable trusti acts as a proxy for unob-
servables that are correlated with an individ-
ual’s inherent level of trust, unobservables
which are not correlated with trust are still
uncontrolled for using this approach. We
therefore make the assumption that remain-
ing unobservables are uncorrelated with
other variables included in the model.

Following this logic, we estimate the
impact of homeownership on participation,
community and council in two ways. The
first omits trust in the regression, while the
second includes trusti as an explanatory
variable. The two resulting estimates of the
homeownership coefficient provide bounds
for the impact of homeownership on three
of the social capital proxies. In both sets of
equations, we also include a variable that
measures the respondent’s belief in the
importance of community generally (irre-
spective of the actual situation in the com-
munity they reside in); this exogenous
variable also assists in controlling for other-
wise unobservable character traits of the
individual.

3.2 PSM Methods

An alternative to regression estimation is to
use a quasi-experimental method in the
form of propensity score matching in order
to compare individuals who are observa-
tionally similar, except with respect to the
treatment (Bryson et al., 2002). A quasi-
experimental design differs from an experi-
mental design because in the former the
data have not been generated by a random
assignment of individuals into the treatment
or control group. The estimation process
for the treatment effect needs to take into
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account that there may be underlying rea-
sons why individuals fall into the treatment
or control group (Greenstone and Gayer,
2009). Given that we do not have longitudi-
nal data on individuals, we account for
selection through the use of matching meth-
ods. The propensity score matching (PSM)
approach that we adopt involves matching
observations in a treatment and control
group based on observed characteristics
such that we compare two or more individ-
uals who are observationally similar but
belong to one or other group. The result is
an estimate of the effect of the treatment
while removing the underlying bias that
self-selection into the treatment group (on
the basis of observables) may have caused
(Rosenbaum and Rubin, 1983).1

Dehejia and Wahba (2002) suggest that,
for PSM successfully to reduce selection
bias, observations for both treatment and
control groups must be at the same location
(and date) and have used the same ques-
tionnaire. The dataset must contain a rich
set of variables which are relevant to both
the intervention (homeownership) and the
outcome (social capital). Using these vari-
ables, the method generates an index score
which represents the vector of characteris-
tics of the individual. PSM requires scores
to be ‘balanced’ between treatment and con-
trol groups in terms of their representation
within propensity score blocks. Balancing
reflects the idea that exposure to the treat-
ment is random for any given propensity
score. Therefore, treated and controlled
observations should be, on average, observa-
tionally identical. This requires control and
treatment groups to have means which are
not significantly different given the variables
on which they are matched (Rosenbaum
and Rubin, 1983; Imbens, 2000; Becker and
Ichino, 2002).

Once propensity scores are obtained, we
use two matching algorithms, ‘nearest neigh-
bour’ (that matches each treated dwelling to

the nearest control dwelling in terms of pro-
pensity score) and ‘kernel matching’ (that
matches each treated dwelling to a weighted
average of control dwellings, with weights
reflecting closeness of scores). For each
matching algorithm, we provide two sets of
estimates. The first uses the treatment of
whether or not an individual owns the home
they live in, while the second compares
homeowners with private renters only. The
dependent variables are the three proxies for
social capital specified earlier, with trust
included as one of the variables on which
individuals are matched. Balanced blocks for
homeownership have been obtained using
variables relating to: trust, com_imp (a mea-
sure of how important the individual believes
it is to feel a sense of community), age, ethni-
city, education, income, employment status,
relationship status and regional population
density.

4. Data Overview and Descriptive
Statistics

We use pooled cross-sectional micro data
obtained by merging the 2006 and 2008
samples of the New Zealand Quality of Life
(QoL) survey. The QoL survey is a national
survey, sponsored by the local governments
of eight New Zealand cities, with the aim of
measuring aspects relating to an individual’s
quality of life, living situation, community
interactions and aspects of health and well-
being.2 The 2006 and 2008 surveys have con-
sistent questions across the two years. The
merged dataset has a sample size of 15 700,
with 7545 participants in the 2006 survey
and 8155 in the 2008 survey. Surveying was
conducted using computer-assisted tele-
phone interviewing and the sample was
drawn from New Zealand residents aged 15
and over. Our final sample was restricted to
those aged 18 and over at the time of the
survey. Participants were drawn at random
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from the electoral roll and were notified by
mail prior to the phone interview. While
response rates were 22 per cent in 2006 and
37 per cent in 2008, quotas for age, gender
and ethnicity were used to address possible
sampling bias and the sample appears repre-
sentative of the underlying New Zealand
population. Our four proxy measures of
social capital—trust in others, participation
in social networks, sense of community and
attitude towards local government—are all
obtained from the same survey. Data regard-
ing regional demographics were obtained
from the Statistics New Zealand 2006
Census of Populations and Dwellings. A full
list of variables obtained through these data-
sets using the framework specified earlier is
presented in the Appendix (Table A1).

Table 1 shows means of the variables
reported in the regression equations. The
combined and cleaned dataset was largely
representative of the New Zealand popula-
tion, although males were slightly underre-
presented in the sample (44 per cent)
compared with 48 per cent in the popula-
tion aged 18 and over. The age distribution
was similar to the New Zealand distribution;
however, there was an undersampling of
those aged 20–29 and 75–84, particularly
amongst women. Those aged 45–49 were
overrepresented. Dealing with ethnicity can
be problematic following the introduction
within surveys of the category, ‘New
Zealander’ (which can be interpreted as a
statement of national identity rather than
ethnicity), in addition to the traditional
European, Maori and other ethnic groups.
Normal practice is to combine ‘New
Zealander’ with ‘European’ and ‘Pakeha’3 to
form a single group, European. We adopt
this assumption and the resulting dataset is
representative of the underlying known
ethnic distribution. Geographically, rural
and South Island regions are undersampled,
while Wellington, the capital city, is over-
sampled. New Zealand’s largest city,

Auckland, is accurately represented. Our
sample earned more than the underlying
population, with each census income quar-
tile above the first containing more than 25
per cent of the observations in the pooled
sample. Participants who indicated they
were foreign-born comprised 24 per cent of
the sample, close to the proportion of
foreign-born aged 18 and over in the New
Zealand 2006 census (26 per cent). Regres-
sions reported in section 5 are based on
unweighted data, but person-weighted
regressions based on census frequencies by
age and location yielded very similar results.

In comparing means across the four
homeownership categories, males were over-
represented in family housing and under-
represented in (subsidised) state-provided
housing relative to their sample proportion.
All non-European ethnic groups are underre-
presented as homeowners. Those identifying
as having Maori or Pacific Island ethnicities
were much more likely to be living in state
housing than their share of the population
would suggest, while those identifying as
Asian were more likely to live in family
accommodation. A high proportion of those
in lower income quartiles are accommodated
in state housing, while those in the top
income quartile are under-represented in
private rentals and very strongly under-
represented in family housing and state hous-
ing. The low mean age of those in family
housing indicates that this category is likely
to comprise a significant number of young
adults still living with parents.

5. Results

To examine the impact of homeownership
on social capital, including attitudes towards
local government, we first use standard
regression techniques to estimate the model
specified earlier using the four separate
dependent variables. We then use PSM
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analysis to estimate the impact of homeow-
nership on attitudes towards local government
and other manifestations of social capital.

5.1 Regression Results

The determinants of each of the four sepa-
rate dependent variables are estimated by
regression methods, based on the frame-
work developed in section 3. Variables are
described in the Appendix and Table 1. All
variables are related to one of the four cate-
gories specified in the framework: geogra-
phical, demographic, human capital or
homeownership.

The binary trust variable is examined
using a logit regression, while the participa-
tion index is examined using tobit regression
due to the truncation of the index. Sense of
community (measured according to a Likert
scale) is examined using ordered logit regres-
sion while attitude towards council (a con-
tinuous variable) is examined using ordinary
least squares. As discussed in the methodol-
ogy section, the trust variable may be used as
a proxy for unobservable personal traits of
an individual gained through early child-
hood. In order to utilise this information, we
estimate each of the other three proxies for
social capital using first the model of

Table 1. Means and percentages of variables used in multivariate analysis

Variable
Full sample

(N = 15 056)
Homeowners
(N = 10 861)

Family housing
(N = 1930)

Private renters
(N = 1734)

State housing
(N = 531)

Dependent variables
participation 2.87 2.85 3.12 2.77 2.67
community 3.62 3.69 3.39 3.39 3.71
council 0.00 20.05 0.14 0.09 0.34
trust 0.77 0.79 0.73 0.74 0.70

Explanatory variables
com_imp 0.70 0.73 0.62 0.63 0.74
male 0.44 0.43 0.51 0.43 0.41
age 46.25 51.02 27.28 37.73 45.52
foreign 0.24 0.24 0.29 0.23 0.26
maori 0.13 0.11 0.15 0.19 0.30
pacific 0.05 0.03 0.12 0.07 0.19
asian 0.08 0.06 0.16 0.13 0.04
other 0.04 0.05 0.02 0.06 0.05
education 13.46 13.53 13.16 13.60 12.54
income q2 0.32 0.30 0.37 0.34 0.45
income q3 0.27 0.28 0.23 0.30 0.23
income q4 0.27 0.31 0.09 0.20 0.11
part-time 0.21 0.19 0.29 0.21 0.23
unemployed 0.15 0.12 0.24 0.21 0.28
retired 0.11 0.14 0.02 0.03 0.12
hhsize 3.12 2.95 3.94 3.23 3.31
children 0.52 0.55 0.24 0.55 0.60
partner 0.76 0.88 0.22 0.64 0.64
reg0_10 1.44 1.34 1.22 2.25 1.48
reg10 + 0.71 0.74 0.76 0.46 0.68
popdens 466.33 448.62 527.45 501.79 490.59

Note: Variables are defined in the appendix.
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equation (2) and secondly the model of
equation (6)—i.e. including the variable
‘trust’ to control for the influence of unob-
servable character traits. The regressions
(reported in Table 2) include all the control
variables listed in the Appendix (other than
the social capital variables); coefficients on
control variables are not reported to save
space but are available upon request. While
our discussion concentrates on the homeow-
nership impacts, we note that the full results
reveal that the relationships in terms of pre-
vious literature between the social capital
outcomes and each of the personal, geogra-
phical and human capital variables are con-
sistent with earlier New Zealand research
(Roskruge et al., 2011).

Trust. The results for the logit regression
of trust can be seen in column (1) of
Table 2. We distinguish four categories of
housing tenure: homeowner, renting from
a family member (or house provided rent-
free), renting from a private landlord and
renting from the state. The default category
in the regression is homeowner. Those
renting from a private landlord or from the
state are significantly less trusting than
homeowners. Those living with a family
member show no significant difference in
trust from homeowners.

Participation. Columns (2a) and (2b) in
Table 2 report the results for the determinants
of the participation index using a tobit regres-
sion respectively excluding and including
trust as an explanatory variable. The partici-
pation index ranged from 0 to 8, where zero
had the participant engaged in no activities
and 8 where the participant engaged in all
surveyed activities. The two models are very
similar, indicating that controlling for unob-
servable traits (through inclusion of trust)
provides additional explanatory power in
explaining participation, but its omission

does not bias the impact of homeownership.
The trust variable is a strong and significant
predictor of participation.

The positive impact of homeownership on
social capital is confirmed in each of regres-
sions (2a) and (2b). Renting from a private
landlord and living in a state-owned house
both yield a negative impact on social partici-
pation, significant at the 5 per cent and 1 per
cent levels respectively, relative to people who
are homeowners. Again, those renting from a
family member show no significant difference
in trust relative to homeowners.

Sense of community at the locality.
Columns (3a) and (3b) in Table 2 report
the results for homeownership status on an
individual’s sense of community at their
current locality. The two models are again
consistent, with no changes in significance
as a result of introducing the trust variable.
The trust variable is significant and positive
at the 1 per cent level.

The relationships between homeowner-
ship status and this proxy for social capital
are somewhat more complex than for the
prior two proxies. Renting from a private
landlord is associated with a lower sense of
community than for homeowners (or those
living with family), significant at the 5 per
cent level. However, there is no statistically
significant difference in sense of community
at their current locality between home-
owners and people living in state-owned
housing. One of the purposes of state hous-
ing provision is to provide more deprived
families with stable housing tenure, so pro-
viding a stable community especially for
children in these families (Murphy, 2003;
Schrader, 2005); thus many of these tenants
will have long-term relationships with their
community. This policy intention is reflected
in the lack of a significant difference in sense
of community between homeowners and
those with a state tenancy. This finding lends
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weight to the argument by Forrest and
Kearns (2001) that people residing in poor
or deprived communities may rely more on
neighbourhood level social capital while
those in wealthier communities can main-
tain more spatially diffused networks.

Attitudes towards local government.
Columns (4a) and (4b) test for factors influ-
encing attitudes of residents towards the
activities of their local government. The two
models are again consistent and trust is sig-
nificant at the 1 per cent level.

Each of the three housing measures (pri-
vate renting, state renting and living with
family) is significant and positive at the 1 per
cent level when compared with homeowners.
Thus homeowners have a more negative view
of their local government’s performance than
do non-owners. This reflects that home-
owners hold local politicians to account more
stringently than do other residents (see also
Dietz and Haurin, 2003).

Homeownership in New Zealand brings
with it the obligation to pay local property
taxes, while those who are renting have
these costs incorporated into their rent and
therefore do not face these costs directly. All
residents, however, benefit from the services
provided by local government. Together,
these considerations indicate that some
homeowners, in holding their local council
to account, may consider that they are not
getting value for money (at least relative to
the views of other residents) from their
councils. Consistent with the homeowner-
ship result, the attitude towards the local
council declines with increasing duration of
residence (i.e. we find a significant negative
coefficient on the variable ‘number of years
living in region’ in the attitude towards
council equation). A longer stay in a region
therefore appears to make residents even
less satisfied with the performance of their
local council.

Comparison of homeownership effects
across models. Comparing the models,
we find that both trust (when included as
an explanatory variable) and a stated belief
in the general importance of community
are significant determinants of each of the
other proxies for social capital. Thus our
results are robust to the inclusion of con-
trols for individual unobservables about a
person’s underlying traits. Compared with
homeowners, those who rent from either a
private or state landlord are significantly
less likely to trust others or participate in
social activities, and private renters are also
less likely to feel a sense of community at
their current locality. However, when con-
sidering attitudes towards local govern-
ment, those living in family, private rental
and state rental housing are all significantly
more likely to have a positive attitude
towards local government relative to those
who own their own home.

5.2 PSM Estimates

In estimating the PSM model of the impacts
of homeownership on three proxies for
social capital (including trust as a matching
variable), we categorise homeownership as
a treatment for two separate control groups.
The first compares homeowners with all
non-homeowners pooled, while the second
compares homeowners with private renters
only. For each approach we use both kernel
and nearest neighbour matching to estimate
the effects with bootstrapped standard
errors obtained with 150 repetitions. The
results of each of the models for the three
proxies are presented in Table 3. To ensure
balancing (at the 0.01 level), we adopt a
more parsimonious model than that used in
the regressions, matching on the following
variables: trust, belief in the importance of
community, age, age squared, Maori, Asian,
other, log(education), income from quar-
tiles 2, 3 and 4, employed full-time,
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unemployed, living with a partner and the
log of regional population density. The
inclusion of trust and belief in the impor-
tance of community as matching variables
means that we are matching not just on
standard observable characteristics of indi-
viduals but also on often unobservable per-
sonal traits.

Figure 1 presents the kernel densities of
the propensity scores for homeowners, non-
homeowners and private renters using the
control variables already specified. The figure
suggests that, while there is considerable
overlap in the distributions, the kernel den-
sity for homeowners has considerable density
for high propensity scores, with a strongly
negative skew. The distribution for non-
owners has one overlapping mode in the
same range (between 0.8 and 0.95) but
another mode between propensity scores of

0 and 0.2, reflecting the influence of state
house tenants. The distribution of private
renters much more closely resembles that of
homeowners. This is reflected in the very dif-
ferent means between the groups, with the
mean propensity score being 0.83 for home-
owners, 0.7 for private renters and 0.43 for all
non-homeowners combined. We therefore
place more emphasis on the results that com-
pare homeowners just with private renters
than with all non-homeowners combined.

The estimates of the average treatment
effect of homeownership on the treated
(ATT) are reported in Table 3 for the three
proxies of social capital, the two matching
methods and the two comparator groups.
When considering homeowners compared
with all non-homeowners or compared
with private renters only, the effect of
homeownership is positive and significant

Table 3. ATT estimates using propensity score matching

N treated N control ATT S.E. t

Participation: homeowners versus non-homeowners
Nearest neighbour 10721 1956 0.138 0.061 2.25***
Kernel 10721 4123 0.136 0.044 3.06***
Community: homeowners versus non-homeowners
Nearest neighbour 10721 1946 20.001 0.032 20.03
Kernel 10721 4123 0.042 0.032 1.34*
Council: homeowners versus non-homeowners
Nearest neighbour 10721 1954 20.195 0.048 24.03***
Kernel 10721 4123 20.205 0.040 25.17***

Participation: homeowners versus private renters only
Nearest neighbour 10721 1301 0.222 0.070 3.17***
Kernel 10721 1710 0.133 0.049 2.73***
Community: homeowners versus private renters only
Nearest neighbour 10721 1296 0.027 0.050 0.53
Kernel 10721 1710 0.093 0.034 2.70***
Council: homeowners versus private renters only
Nearest neighbour 10721 1300 20.117 0.051 22.29***
Kernel 10721 1710 20.152 0.042 23.57***

Notes: Bootstrapped standard errors in parentheses with 150 replications; one-tailed t-statistic sig-
nificant at: *** p\0.01, ** p\0.05, * p\0.1. Matched on: trust, com_imp, age, age squared, Maori,
Asian, other, log(education), income Q2, Q3 and Q4, full-time, unemployed, partner and the log(pop-
dens). ATT is the average treatment effect for the treated (i.e. for homeowners relative to the refer-
ence category).
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for participation. However, there is much
weaker evidence for homeownership
impacting on the sense of community at
the current locality. Both matching meth-
ods and both samples provide clear evi-
dence that homeowners have less positive
attitudes towards local government than do
other tenure groups (significant in each
case at the 1 per cent level).

The average treatment effects provide us
with some understanding of the likely effect
that owning a home has on participation,
sense of community and attitudes towards
local government for observationally similar
individuals, where similarity includes their
stated attitude towards trust in others. For
participation, the interpretation is that the
average number of social activities is 0.13 to
0.22 higher for homeowners than for non-
owners. For the sense of community, even
the statistically significant estimates show
only a very small effect size. The findings
for attitudes towards local government are
strongly significant and negative when com-
pared with both all non-homeowners and
renters only.

Across the PSM results, there is therefore
considerable evidence showing an impact
of homeownership on at least two of the
proxies for social capital. Specifically,
homeownership status impacts positively
on participation in community activities
and negatively on attitudes towards local
government performance. These results,
which are consistent with the prior regres-
sion results, are obtained after controlling
for both observable and unobservable indi-
vidual characteristics that are embodied in
an individual’s stated attitude towards trust
and importance of community.

6. Conclusions

By applying regression and matching tech-
niques to survey data collected in New
Zealand, we have estimated the impacts of
homeownership on four separate proxies of
individual social capital, after controlling
for other observable, and some often unob-
servable, factors.

Using regression methods, we find that,
when an individual owns the home they live
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Propensity score kernel density estimates.

Figure 1. Kernel density estimate for homeowners, non-homeowners and private renters.
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in, they report significantly higher levels of
social capital than those who do not own
their own home. Specifically, they have
higher trust in others, participate more in
local activities and have a more positive
sense of their local community. It is plausi-
ble that, conditional on personal character-
istics, those who personally invest in their
community through networks and partici-
pation in community activities will see a
return to that investment in property values
that internalise such externalities, irrespec-
tive of whether they also have altruistic
motives. Homeowners, however, have a less
positive attitude towards local government
performance than do people in other forms
of housing tenure. This outcome may reflect
a stronger involvement in the governance of
their community by owner-occupiers and
this involvement may make them less satis-
fied with the performance of their local rep-
resentatives. The impact of homeowners on
the community’s social capital will be stron-
ger than compared with members of the
community who are ambivalent to the polit-
ical process (Purdue, 2001), but the local
political participation impact of home-
owners works opposite to that of trust, sense
of community and participation in social
activities.

The PSM estimates of the average treat-
ment effect of homeownership yield similar
results. Homeowners participate in more
social activities than non-homeowners.
Again, we find strong evidence that home-
ownership leads to a less positive attitude
towards local government performance.
This dimension of social capital works in
the opposite direction to the other dimen-
sions of social capital. This is the first time
that these dimensions of social capital have
been observed to work in the opposite direc-
tion to each other, and the implications of
this finding are potentially very significant.
Putnam’s (1993) original argument was
based on the importance of trust in local

government as a critical element of institu-
tional and market performance. If homeow-
nership reduces this trust, while at the same
time promoting other dimensions of social
capital, it becomes clear that the relation-
ship between having a (real estate) stake in
the local economy and the performance of
local governance is rather more complex
that has previously been understood.

Our results may have implications for
policy, particularly for those areas where
there are low levels of owner-occupied
dwellings. In such areas, a range of social
‘bads’ may arise from lower levels of social
capital associated with the lack of homeow-
nership. Our (preferred) PSM results imply
that increasing levels of homeownership
improves participation in community
activities, but may not engender a material
increase in the sense of community. Thus
whether or not homeownership should be
encouraged depends on the outcome that
is being sought. If a greater sense of
community is desired, a policy favouring
homeownership may have little effect. If
policy-makers wish to increase participation
in local activities, they may wish to consider
policies that enhance homeownership rates.
In addition, if central government wishes to
raise the incentives on residents to hold
local government to account, a policy that
raises homeownership levels may be an
effective means of engendering extra scru-
tiny of local government performance.

Future work could expand on our
homeownership definition to test whether
single-occupier dwellings are significantly
different from couple, family or commun-
ally occupied dwellings. It could also be
worthwhile to investigate the type of social
capital which is formed through homeow-
nership. This would be particularly interest-
ing when considering the difference between
bridging and bonding social capital and
how that impacts new arrivals’ integration
into a community. Instead of treating
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homeownership as a binary response, it may
also be interesting to examine the level of
equity individuals possess in their homes, as
those with little equity in their home may
have quite different attitudes with respect to
social capital formation than those who own
their home free of mortgages.
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Notes

1. Our application of PSM is estimated using
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2002).
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3. Maori term for people of European descent.
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Appendix

Table A1. Definitions for variables

Variable Description

Attitudinal variables
participationy Index of social activities individuals are an active participant in
communityy Reported sense of community at the current locality
councily Index of attitudes towards council
trusty 0 = ‘cannot be too careful’; 1 = ‘most people can be trusted’
com_imp Reported belief in the importance of community

Demographics
euro* Identified as ethnic European
maori Identified as ethnic Maori
pacific Identified as ethnic Pacific Islander
asian Identified as ethnic Asian
other Identified as belonging to another ethnic group
foreign Not born in New Zealand
male 0 = female, 1 = male
age Age in years
hhsize Size of household, truncated at 6
children Child under 15 currently living in same residence
partner Partner currently living in same residence

Homeownership
ho_owner* Owner of house
ho_fam Living in house owned by family
ho_renter Living in privately rented accommodation
ho_state Living in a state owned house

Human capital
education Years of formal schooling
income q1-q4 Quartile of New Zealand income distribution
fulltime* 1 = currently in full-time employment
part-time 1 = currently in part-time employment
unemployed 1 = currently not in labour force
retired 1 = currently retired

Geographic
reg0_10 Number of years living in region, up to 10
reg10 + 0 = less than 10 years, 1 = 10 years+
popdens Population per square km in territory individual resides in
Regional dummies 51 dummies created from 72 New Zealand territorial authorities

*Indicates baseline variables.
yindicates dependent variables.
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