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Do high levels of home-ownership create 
unemployment in Sweden?   

Introducing the missing link between housing tenure and labour market 

opportunities  

ABSTRACT 

This paper revisits the puzzle on home-ownership rates positive association with 

unemployment rates at the aggregate level while individual home-owners are less 

unemployed. By analysing individual-level register data on Sweden, we combine the effects 

of micro- and macro-level home-ownership on unemployment. Even though home-owners 

have a lower probability of being unemployed than renters, both renters and home-owners 

have an increased probability of being unemployed if home-ownership rates are higher. This 

cannot be explained by lower mobility; rather, the higher probability of unemployment in 

high home-owning regions drastically reduces when we consider labour market size. Thus, 

suggesting that high home-ownership regions tend to coincide with small labour markets, 

affecting the job matching process. 

Keywords; home-ownership, unemployment, regional labour market, job matching, mobility, 

Sweden, register data, 
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1. INTRODUCTION 

Many scholars and policymakers have raised concerns about possible negative consequences 

of high home-ownership rates on the functioning of the labour market, not least since Oswald 

(1996; 1999) found that high home-ownership rates are associated with high unemployment 

rates. Oswald (1996; 1997; 1999) initially suggested that home-owners have constrained 

mobility due to higher transaction costs, and that they therefore are unable to efficiently 

match in the labour market. A number of studies have confirmed that home-owners are less 

geographically mobile than renters (Barceló 2006; Böheim and Taylor 2002; Chan 2001; 

Helderman, Mulder, and Ham 2004; Rohe and Stewart 1996; Smith, Rosen, and Fallis 1988; 

South and Deane 1993; Henley 1998). But despite this immobility, the bulk research on micro 

data shows no evidence of individual home-owners being more unemployed than renters 

(Battu, Ma, and Phimister 2008; Coulson and Fisher 2009; Coulson and Fisher 2002; Dohmen 

2005; Head and Lloyd-Ellis 2012a; van Leuvensteijn and Koning 2004; Munch, Rosholm, 

and Svarer 2006; Munch, Rosholm, and Svarer 2008; Rouwendal and Nijkamp 2010; Smith 

and Zenou 2003; Zabel 2012).  

Recently, Blanchflower and Oswald (2013) agreed that the aggregate level relationship 

between home-ownership and unemployment cannot be explained by home-owners being 

unemployed disproportionally often. Rather, they suggested that the housing market can 

produce negative indirect effects or externalities upon the labour market (also see Laamanen 

2013). Such spillover effects have not been sufficiently explored empirically. Blanchflower 

and Oswald (2013) suggest there is evidence for externalities related to, among other factors, 

lower levels of labour mobility. It has been found that circulation of workers’ knowledge can 

increase a firm’s productivity, and thus housing market structures which create immobility 

hinder a sound flow of labour and affect firms’ productivity (Serafinelli 2012).  
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We argue that the mechanisms behind why immobile home-owners tend to have favourable 

labour market outcomes, while aggregate findings indicate the opposite, are still not fully 

understood. Most of the previous literature on the link between home-ownership and 

unemployment is either concerned with the effects of higher home-ownership rates on macro 

labour market performance, or the impact of housing tenure on individual labour market 

outcomes (see Havet and Penot 2010 for a literature survey). However, to date, no research 

has studied both processes simultaneously, and no consensus has yet emerged from the 

literature. 

In the present paper, we revisit the findings of Oswald, using individual-level register data on 

Sweden, 2001-2011, to examine the effects of home-ownership on unemployment. Sweden is 

an interesting case as the European Commission recently ranked Sweden as having the 

highest subsidies for home-ownership in Europe (European Commission 2015). In total, the 

data contain information on over six million unique individuals. The use of register data 

allows individuals to be followed over a long time period in order to address endogeneity 

problems and selection bias. We perform logistic regressions and linear probability models on 

the likelihood to a) move and b) be unemployed, by individual level home-ownership and 

home-ownership rates in one’s region of residence. Furthermore, we complement these 

analyses with individual fixed effect regressions in order to address previous problems with 

unobserved individual characteristics that do not vary over time. 

The present study makes two primary contributions. First, we try to reconcile the macro –

micro puzzle; home-ownership and unemployment are positively associated at the macro 

level, and reversed at the individual level. Our micro-level results indeed reflect findings of 

previous research – home-owners have a lower probability of being unemployed while being 

less mobile, also in Sweden. Furthermore, our macro-micro combination of tenure types 

solves the puzzle. That is, when taking individual and regional housing market structure into 
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account, we find that both home-owners and renters have an increased likelihood of being 

unemployed if they are living in regions where home-ownership rates are higher Thus, there 

seem to be a penalty on unemployment for everyone living in regions with high home-

ownership rates. 

A second contribution of the present study is the search of possible mechanisms explaining 

the negative effect high home-owning regions are producing on the labour market. We argue 

that a previously omitted variable may be responsible for the link between home-ownership 

and unemployment; namely the size of the labour market. When considering labour market 

size, the excess probability of unemployment in high home-owning regions drastically 

decreases.  Most of the previous literature deals with unemployment from a job search 

perspective, where the speed at which a worker finds a new job is of importance. However, 

the quality of the job matching is mostly ignored. Supported by Harmon’s (2013) findings of 

better matched workers and firms in larger labour markets, we argue that one explanation for 

increased unemployment probabilities in regions with high home-ownership rates could be 

that regions with high home-ownership have small labour markets where workers and firms 

are poorly matched. 

This paper is organized as follows. In the next section, we present a short background of the 

institutional settings of Sweden’s housing and labour market. We then address the 

interconnectedness between housing and the labour markets, at the same time incorporating 

the hypotheses that guide our empirical work. The following section contains a presentation 

of data, variables and analytic tools. The results and our concluding discussion finish this 

paper.  
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2. INSTITUTIONAL BACKGROUND 

The home-ownership rate is comparably low in Sweden, and stock tenure is almost 

synonymous with type of housing, as the majority of owner-occupied housing is single-family 

housing. A tenure type also belonging to the owning sector is the tenant-ownership 

(bostadsrätt in Swedish), meaning that a multi-family house is collectively owned by a local 

housing cooperative. To become a tenant-owner, one has to buy a share in the cooperative by 

making a deposit and paying a monthly fee covering the services for the building. Brokers are 

typically involved in the process of buying and selling tenant-owned apartments (Ruonavaara 

2005, 213-236; Christophers 2013, 885-911). However, as opposed to the new and not yet 

very common tenure type of owner-occupied in multi-family houses (ägarlägenhet in 

Swedish), tenant-owners are to some extent regulated by the local housing cooperative by, for 

example, having the cooperative deciding the right of subletting. The alternative to owning is 

to rent, either from public authorities or private landlords. The public rental sector is 

characterized by being public and not ‘social housing’. Public rental housing is open to 

everyone and thus not directed towards any specific groups and not especially for low-income 

households unable to solve their housing needs in the private market. However, in most 

municipalities, economically weak households are overrepresented in public housing 

(Magnusson and Turner 2008). One important cornerstone of the Swedish housing policy is 

the creation of an integrated rental market, where public and private housing companies 

compete for the same segments of the population (Bengtsson 2001). Thus, private rental 

housing is subjected to regulations present within the public rental sector through the 

centralized rent-setting system. The rents in both the private and the public rental sectors are 

negotiated between the Union of Tenants and associations representing the property owners. 

Sweden’s rental sector thus contrasts with other Western European rental systems in the scope 
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and extent of the rental sector (Kemeny, Kersloot, and Thalmann 2005; Van der Heijden 

2002). 

Like most Western European countries, Sweden has rather persistent differences in regional 

unemployment levels. Skedinger (1991, 1993) finds that the same regions are in the top 

ranking of unemployment levels year after year between 1970 and 1989. Björklund et al. 

(2006) studied the early years of the 2000s and found the same pattern. Moreover, an 

attachment to the Long-Term Survey 2008 contends that the same regions that had high 

unemployment rates during the 1980s still had high unemployment in 2006 (Eliasson, 

Westerlund, and Åström 2007). Typically, labour market regions in the north are repeatedly 

found to have high unemployment rates, while southern regions have lower unemployment 

rates.  

Sweden is known as the typical social democratic welfare regime, with generous benefits and 

active labour market policies (Esping-Andersen 1990). Active labour market programs 

pioneered in Sweden during the 1950s and their objectives - such as equality in wage 

distribution, full employment and industry transformation - are echoes from the golden era of 

the welfare state (Bonoli 2010). In response to financial crises, Sweden’s labour market 

policies were transformed in the decades after 1970. Labour market policies in more recent 

years have been focused on activation, incentive reinforcement and human capital 

investments, as in most Western European countries at this time (Bonoli 2009). 

3. HOME-OWNERSHIP AND LABOUR MARKET OUTCOMES  

Labour market institutions are often held to explain variations in unemployment rates across 

counties. Layard et al. (1991) propose for example that the functioning of labour taxes, laws 

and regulations covering employees’ rights, trade unions and the structure of wage 

bargaining, the social security system, the educational system and labour market training are 
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important factors to take into consideration to explain fluctuating unemployment rates 

between countries. However, as many of the labour market institutions mentioned above were 

also in place when unemployment rates were low, using the usual suspects to explain the 

history of unemployment rates is not sufficient. However, theoretical and empirical work 

explaining disparities in unemployment levels within countries is often focused on economic 

and socio-demographic factors. Isserman et al. (1987) gives an overview of regional labour 

market theory, identifying labour market outcomes as a function of demand and supply side 

factors. Among the broad literature on the dynamics of regional unemployment differences, 

the role of the housing market is mostly missing. In 1996, Oswald added that the rise in 

home-ownership rates might be an important determinant of higher unemployment rates in 

Europe. In fact, Oswald (1996) suggested that the stable and low home-ownership rates in 

Sweden were contributing to the comparatively low unemployment rates in Sweden. Oswald 

(1996) examined the years of 1991 and 1993 and concluded that a 10 percent increase in 

home-ownership would increase unemployment by 1.5 percentage points in Sweden. The 

Oswald hypothesis demonstrates that high home-ownership hinders interregional mobility and 

thus prevents labour markets recovering their equilibrium in response to labour market 

demand shocks. To our knowledge, only Jonsson (2012) has replicated Oswald’s results on 

Sweden using 1990’s proportion of home-ownership and 1992’s unemployment rates, and 

also estimated the correlation with different levels of aggregation. On all levels except for the 

municipality level, Jonsson (2012) found a positive association between home-ownership and 

unemployment rates. We believe that a positive association between the proportion of home-

ownership and unemployment rates in Sweden is also present in more recent years 

(Hypothesis one). 

Higher unemployment rates in regions with high home-ownership rates are expected to reflect 

the job search behaviour of unemployed home-owners who are less geographically mobile 
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(Oswald 1999). Home-owners are believed to be less mobile due to the transaction costs 

associated with selling and acquiring a new home. Lower mobility translates into less efficient 

job search strategies as home-owners prefer to remain in place and get a local job. This 

behaviour may lead to poorer match quality (Van Ommeren and Van Leuvensteijn 2005; Van 

Vuuren and Van Leuvensteijn 2007). Most previous research confirms the lower mobility of 

home-owners (Barceló 2006; Böheim and Taylor 2002; Chan 2001; Helderman, Mulder, and 

Ham 2004; Rohe and Stewart 1996; Smith, Rosen, and Fallis 1988; South and Deane 1993; 

Henley 1998; Van Ommeren and Van Leuvensteijn 2005). Thus, we also expect that home-

owners will be less mobile than renters when unemployed (Hypothesis two). 

Moreover, based on search theory, the assumption is that due to home-owners’ geographical 

immobility and desire to find a job within commuting distance to avoid high transaction costs 

for relocation, home-owners tend to have lower matching rates (Oswald 1997). Renters on the 

other hand, can search for jobs in both their local area as well as larger labour market areas. 

However, home-owners are repeatedly found to have more favourable labour market 

outcomes than renters (Battu, Ma, and Phimister 2008; Coulson and Fisher 2009; Coulson and 

Fisher 2002; Dohmen 2005; Head and Lloyd-Ellis 2012a; van Leuvensteijn and Koning 2004; 

Munch, Rosholm, and Svarer 2006; Munch, Rosholm, and Svarer 2008; Rouwendal and 

Nijkamp 2010; Smith and Zenou 2003; Zabel 2012). One reason could be that home-owners 

are more inclined to accept job offers with a lower reservation wage in the local labour market 

due to their financial situation and to avoid the need to relocate (Munch, Rosholm, and Svarer 

2006). Coulson and Fischer (2009) suggest that due to the immobility of home-owners, their 

bargain position is poor and home-owners are thus wanted by firms as they can be offered 

lower wages 

. Furthermore, home-owners might accumulate more wealth than renters and are able to 

capitalize on this wealth to endure unemployment while waiting for a good job match, 
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reducing home-owners unemployment probabilities (Goss and Philips 1997). Home-owners 

might be more committed to their current job due to their financial burden of mortgage 

payments (Flatau et al., 2003). Morescalchi (2015) suggests home-owners search for jobs in 

channels which are more rewarding and more often lead to a job match. Thus, the 

interpretation of Oswald’s hypothesis as suggesting inferior labour market outcomes for 

home-owners has been contested. In line with previous findings, we also expect home-owners 

to have a lower likelihood of being unemployed (Hypothesis three). 

However, when estimating individual labour market outcomes, few tend to consider the 

home-ownership rate in the individual labour market. To our knowledge, only Coulson and 

Fischer (2009), Munch et al. (2008) Laamanen (2013) and van Leuvensteijn and Koning 

(2004) incorporated the local home-ownership rate when estimating individual unemployment 

outcomes. Coulson and Fisher (2009) argue that the regional home-owner ship rate may have 

a positive effect on individual employment chances through what they call an “entry effect”. 

In this line of reasoning, home-owners are expected to bring more profit to a company given 

their match-specific productivity level. Increasing the proportion of home-owners will thus 

lead to an increase in firms’ expected profit. This will induce new firms to enter the market to 

post new vacancies, which will increase the workers’ matching rate and reduce the overall 

unemployment. Laamanen (2013) raise negative external effects or a spill over effect as 

reasons why the regional home-ownership rate might have an effect on unemployment 

probabilities given individual tenure type. For example, the external effect might stem from 

home-owners searching more intensively for a local job to avoid moving, which would 

adversely affect employment possibilities for other individuals in their region. This line of 

reasoning is also found in Munch et al. (2006). However, Munch et al. (2008) and Van 

Leuvensteijn and Koning (2004) argue that the regional home-ownership rate should be 

included for reasons of identification/robustness. That is, to use the regional home-ownership 
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rate as an instrument variable which should be related to the probability of being a home-

owner, but not affects the labour market outcome. To summarize, their findings indicate that 

there is an increased probability of unemployment as home-ownership increases (Coulson and 

Fisher 2009; Munch, Rosholm, and Svarer 2008; van Leuvensteijn and Koning 2004; 

Laamanen 2013). This finding is generally not further explored in the previous research. We 

therefore argue that to be able to ascertain the effect of own tenure type as well as the regional 

structure of the housing market on unemployment, both regional home-ownership rates and 

individual tenure type needs to be taken into account.  Thus, in the present study, we also 

expect that a larger home-owning sector size will increase the probability of (individual) 

unemployment for both home-owners and renters (Hypothesis four). 

So far, we anticipate that despite home-owners reduced mobility when unemployed, their 

labour market position will be favourable. However, both renters and owners might face 

higher probabilities of unemployment in regions where the home-owning sector is large. This 

effect might be due to negative externalities. Blanchflower and Oswald (2013) suggest three 

negative externalities. Home-owners’ zoning restrictions might hold back job creation, or 

regions with high home-ownership rates might be less successful in attracting migrant 

workers in need of flexible accommodation. However, the negative externality relevant for 

our purposes is related to overall immobility. Based on Serafinelli’s (2012) findings--that a 

high degree of labour mobility between labour markets increases a firm’s productivity as 

workers circulate knowledge—Blanchflower and Oswald (2013) argue that home-owners’ 

immobility might affect the productivity of both workers and firms.  

For the purpose of examining the eventuality of negative externalities from low mobility, we 

add one hypothesis on possible spillover effects from low mobility. A large home-owning 

sector may create lock-in effects by blocking the possibility of a vacancy chain or hindering 

access to flexible housing in a small rental sector. To explore these mechanisms, we add 
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individual and overall mobility in the local labour market into the equation. We expect that 

lower mobility in high home-ownership regions may contribute to explaining the enhanced 

risk of higher unemployment probabilities in regions with more home-owners (Hypothesis 

five). 

In the context negative externalities of high home-ownership, Blanchflower and Oswald 

(2013) open up a discussion on the role of business formation rates. They argue that home-

owners might hinder business formation through NIMBY and zoning restrictions and thus 

hinder new job opportunities. However, a consistent finding in the literature is that job finding 

rates are unaffected by the total number of unemployed workers or vacancies (for an overview 

of the literature see Petrongolo and Pissarides 2001). Recently, Harmon (2013) argued that 

there is more to the job search process than the job finding rate. In previous literature, 

successful employment outcomes were equated with finding any job at the fastest rate, 

neglecting the quality of the match between the firm and the worker. Looking only at job 

finding rates may fail to take account of the different types of jobs workers can find 

(Petrongolo and Pissarides 2006). Harmon (2013) thus finds that the job finding process is 

affected by overall labour market size. A large labour market probably has a more diversified 

commercial and industrial life leading to a larger flow of vacancies where firms and workers 

can be matched better (Eliasson and Westerlund 2003; Strömquist 1998). Workers in good 

matches stay employed longer and larger labour markets influence unemployment duration by 

affecting the quality of the matches (Harmon 2013). In the light of these findings, we add 

labour market size to the equation and hypothesize that high home-owning regions tend to 

have small labour markets, where workers and firms cannot be matched efficiently. Thus, we 

raise the question of whether labour market size might be a mediator in explaining the 

relationship between home-ownership and unemployment rates (Hypothesis six). 
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4. DATA AND METHODS 

Data was retrieved from a collection of population registers, 2001-2011, made available by 

Statistics Sweden, through the Institute for Analytical Sociology at Linköping University. 

Individuals were included in our sample for all the years they reside in Sweden, and are in 

working age (20-64 years old). This leaved us with a data set consisting of 53 million person 

years, or 6,753,079 unique individuals. We performed logistic regressions on the likelihood to 

be unemployed and on the likelihood to move. Because the same individual can be included 

in our data set more than once, we clustered the data on individuals, using Stata’s cluster 

command. 

Individual-level Variables 

Our main dependent variable is individual level unemployment. This is measured as whether 

an individual is registered as full time unemployed in November year t+1. An additional 

dependent variable is regional mobility during the year. This is measured as whether an 

individual moved to a new local labour market between December 31 year t and December 31 

year t+1.  

Local labour markets are clusters of municipalities that are distinguished by together being 

more or less self-sufficient in terms of the work force. Most commuting takes place within 

and between these municipalities, and only a small fraction of the inhabitants commute 

outside the local labour market. The measure is constructed by Statistics Sweden and is 

commonly used to operationalize long-distance migration in Sweden (Korpi, Clark, and 

Malmberg 2011; Lundholm 2007). The number of local labour markets in Sweden changes 

over time. In our analysis, we consistently use the local labour market definition from 2012, 

leaving us with 75 local labour markets. 
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All independent variables were measured at year t. Our main independent variable measures 

tenure type. Tenure type was constructed through combining information about the type of 

dwelling an individual is residing in (e.g. whether it is a small house, an apartment building, 

or an agricultural unit) and who owns the dwelling (e.g. the public sector, an individual, or a 

co-operative housing association [bostadsrättsförening]). Through combining this 

information, we created a variable on individual tenure type, distinguishing between whether 

the individual lives in a dwelling that is owned by the people who live in it, or in a dwelling 

where the residents rent their apartment or house.1 Based on the institutional setting in 

Sweden, where the public and the private rental sectors create a unified and integrated rental 

market, we argue there is no need to differentiate between renters in the public and private 

rental sectors. Moreover, tenant-owned apartments constitute a subset of owner-occupancy in 

the Swedish context and are thus incorporated in this category (Christophers 2013). 

We also created a measure of how long ago, in years, an individual moved more than 50 km, 

in order to adjust for individual immobility. We included this as a variable called time since 

last long distance move (part of Hypothesis 5).  

In all our models we controlled for sex, marital status, parental status, whether the individual 

is on social benefits, whether the individual is enrolled in education, age, educational level 

and calendar year. Table 1 includes the distribution of all the individual-level variables.  

[Table 1 about here] 

Macro-level Variables 

The main macro-variable of interest is the proportion of owned housing in local labour 

market, containing the fraction of 20-64 year olds in the local labour market who lived in 
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owned housing during the year in question. Tenure type was constructed similarly to the 

method used on individual level. In previous research, the proportion of owned housing in the 

labour market regions is usually included as a continuous variable. We have categorized the 

proportion of owned housing in the local labour market to allow for non-linear effects. 

To be able to test our hypothesis on negative externalities due to low geographical mobility 

(Hypothesis 5) we measured mobility rates in the local labour market as the proportion of the 

20-64 year olds who made a residential move during the year in question.  

To test the hypothesis on labour market size (Hypothesis 6) we created a variable that 

measured the number of work places within the local labour market derived from Statistics 

Sweden register-based labour market statistics (RAMS). 

In our final models, we included three sets of controls at the aggregate level. One was housing 

shortage, which was derived from a survey to the municipals by the Swedish National Board 

of Housing, Building and Planning, and distinguishes between housing shortage, housing 

balance, and housing surplus. This variable is not on the local labour market level but on the 

municipality level. Moreover, recently some researchers have considered the possibility of 

lock-in effects due to falling house prices in certain areas, where home-owners who are over-

mortgaged have no possibility of receiving a new mortgage loan to buy a house in a different 

geographical location. Home-owners in these regions are thus more likely to reject jobs that 

are distant (Sterk 2015; Head and Lloyd-Ellis 2012b; Rupert and Wasmer 2012; Hämäläinen 

and Böckerman 2004). Therefore, we included average house prices at the municipal level, 

derived from Statistics Sweden. Regional differences in unemployment levels do not only 

have to be caused by the efficiency of the matching process. Geographical distances may be a 

cause for high information- and mobility costs, which lead to an imbalance between supply 

and demand. Therefore, we included the area of the local labour market as a control variable 
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for local characteristics that may contribute to unemployment patterns. Table 2 includes 

descriptive statistics of all included macro-level variables. 

[Table 2 about here] 

Sensitivity Checks 

We performed two sensitivity checks. First, in order to make sure our results were not driven 

by unmeasured characteristics that differ between home-owners and renters, we performed 

individual level fixed effects regressions, where we adjusted for all unmeasured individual 

level characteristics that do not change over time. Figure A3 in the appendix shows the results 

of these regressions. Most previous research has been limited due to issues of endogeneity, 

and lacks control for unobservable heterogeneity (for an overview of the literature, see Havet 

and Penot 2010). For example, existing literature uses the Heckman two-step method, 

simultaneous equations and instrument variable to solve this problem (Green and Hendershott 

2001; van Leuvensteijn and Koning 2004; Munch, Rosholm, and Svarer 2006; Laamanen 

2013). Thus, an important contribution of this study is that it allows the possibility of 

examining the role of tenure type on unemployment without such bias.  

Second, we performed linear probability models in order to compare estimates over models. 

Linear probability models are basically the same as an OLS regression but with a 

dichotomous outcome. We did this because it is not advisable to compare the size of 

coefficients in step-wise logistic regressions, as coefficients may change when additional 

variables are added to the model only due to changes in the overall variance in the model 

(Mood 2010). If the coefficient for variable X1 changes when we have added X2 to the model 

it does not necessarily mean that X2 changes the association between X1 and Y. However, if 

estimates change between models in a linear probability model, we can be certain it is due to 
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the addition of the new variable. Results from OLS regressions are found in Figures A1 and 

A2 in the appendix. 

5. RESULTS 

In an initial step of our analysis, we replicate Oswald’s (1996; 1999; 1997) findings by 

examining the macro-level correlation between unemployment in the local labour market and 

the proportion of owned housing in the local labour market, using aggregate data for Sweden 

for the years 2002-2011. Oswald’s hypothesis is based on the premise of a positive 

association between the size of the home-owning sector and unemployment rates across and 

within countries. Figure 1 shows scatterplots and fitted lines for the proportion of owned 

housing in a local labour market and local unemployment levels, by year. Our regions are 

made up of local labour markets where both proportion of owned housing and unemployment 

rates are measured at the same level. 

[Figure 1 about here] 

The graphs in Figure 1 confirm the results of Oswald (1996; 1999; 1997; 2013) and a number 

of other previous studies examining the macro level association between home-ownership and 

unemployment (Coulson and Fisher 2009; Costain and Reiter 2008; Munch, Rosholm, and 

Svarer 2006; Di Tella and MacCulloch 2005; Green and Hendershott 2001; Nickell 1998; 

Jonsson 2012). From this correlation analysis, we draw the conclusion that regions with high 

levels of home ownership indeed have higher unemployment rates than regions with a lower 

proportion of owned housing, and the pattern is relatively stable over time. Thus, we can 

confirm Hypothesis 1.  

In an initial attempt to identify the mechanisms behind this macro-level-correlation, in the 

next step we estimate individual level regression models on how home-ownership is 
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associated with (a) the likelihood to move when unemployed and (b) the likelihood to be 

unemployed. A popular interpretation of the aggregate level association between home-

ownership and unemployment is that home-owners are less mobile when unemployed and are 

therefore unable to efficiently match on the labour market. In line with what previous findings 

indicate, in Hypothesis 2 we expected home-owners to be less mobile than renters when 

unemployed. For Hypothesis 3 we expected that home-owners, despite their immobility, 

would be found to have lower unemployment probabilities. We perform logistic regressions 

on the likelihood to move and the likelihood to be unemployed. The results from these 

analyses are presented in Table 3. 

[Table 3 about here] 

The results presented in Table 3, Model 1 show that home-owners, as compared to renters, are 

less mobile when unemployed, indicating they might be hindered by high transaction costs as 

suggested by Oswald (1999; 1997; 1996). Moreover, Table 3, Model 2 shows that home-

owners have a lower likelihood of being unemployed. Hypotheses 2 and 3 are hence 

supported. Thus, the aggregate relationship between home-ownership and being unemployed 

cannot be explained by the fact that home-owners are disproportionally unemployed, despite 

their lower mobility when unemployed (Blanchflower and Oswald 2013). Previous research 

has suggested that home-owners’ lower unemployment probabilities are due to their increased 

likelihood of accepting jobs in their local labour market (Munch, Rosholm, and Svarer 2006). 

Firms may prefer home-owners due to their stability (Coulson and Fisher 2009). Home-

owners might be more committed to their current job and might search for jobs in channels 

that are more rewarding (Flatau et al. 2003, Morescalchi 2015). 

The likelihood to move decreases with age, while higher educational attainment is associated 

with higher mobility. Students are more mobile compared to people who are not enrolled in 
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education. Individuals who have children are less likely to move than those without children 

and the same is true for married individuals as compared to unmarried individuals. Women 

have a slightly lower likelihood to move than men.  

Younger segments of the population have a higher likelihood of being unemployed, and with 

increasing educational attainment, the unemployment risk decreases. Parents have a lower 

likelihood of being unemployed than households without children, and this is also true for 

individuals who are married. Women seem to have a stronger position in the labour market, 

with a lower risk of being unemployed than men.  

In order to test Hypotheses 4 through 6, we explore how the home-owning sector matters for 

the probability of being unemployed. Table 4 presents results from five logistic regressions on 

the likelihood of being unemployed by (a) own home-ownership, and (b) proportion of owned 

housing in the local labour market, as well as a combination of the two. We add control 

variables step-wise in order to elaborate on the underlying causes of the found macro- and 

micro- level associations. In order to facilitate interpretation, we have constructed graphs that 

include the estimates presented in Models 2 through 5 in Table 4. Figure 2a includes estimates 

for renters and Figure 2b for home-owners. In Figure 2b, we have transformed the coefficient 

from Table 4 so that all categories are related to being a home-owner living in a region with 

<60% home owners, rather than, as in Table 4, being related to renters living in a region with 

<60% home owners. 

[Table 4 about here] 

[Figures 2a and 2b about here] 

From Models 1 and 2, Table 4, we can see that our results on a micro level reflect findings on 

the macro level and are also in accordance with previous findings (Coulson and Fisher 2009; 
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Munch, Rosholm, and Svarer 2008; van Leuvensteijn and Koning 2004; Laamanen 2013). 

When we combine own tenure type with regional housing market structure, we find that in 

regions with a large owner-occupied sector, both renters and home-owners seem to have a 

higher likelihood of being unemployed. Figures 2a and 2b perhaps illustrate the pattern more 

clearly and show that for renters (Figure 2a), unemployment is highest in regions with a 65-

70% home-owning sector and regions with home-ownership rates above 75%. For home-

owners, the association between home-ownership rates and unemployment is of a more linear 

character with increasing probabilities of experiencing unemployment the higher the share of 

home-ownership Hence, Hypothesis 4 is supported. 

 Hypothesis 5 stated that the lower mobility in high home-ownership regions may help to 

explain the enhanced risk of higher unemployment probabilities in regions with more home-

owners. The results from these analyses are presented in Table 4, Model 3, as well as in 

Figures 2a and 2b. Individual immobility is adjusted for by including a variable that measures 

the time since the last long distance move. We also add a measure of overall mobility rates in 

the local labour market. Interestingly, even though own mobility decreases the risk for 

unemployment, unemployment appears to be higher in regions with high mobility (Table 4, 

Model 3). This finding may reflect reversed causality, that is, high mobility can be a result of 

unemployment. Furthermore, the risk of being unemployed increases for both owners and 

renters when mobility is taken into account, particularly in regions with high levels of home-

ownership (best described in Figures 2a and 2b). Therefore, a housing market characterized 

by a positive correlation between high home-ownership and low mobility is not the reason 

why both owners and renters have higher probabilities of unemployment in regions with more 

owner-occupation, and Hypothesis 5 is not supported. 
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To test Hypothesis 6, that is, whether labour market size is a mediator in the relationship 

between home-ownership and unemployment rates, we include the number of workplaces as a 

proxy for labour market size, also presented in Table 4, Model 4 and in Figures 2a and 2b. 

Most interestingly, when adding the size of the local labour market, the negative effect of the 

home-owning sector size on unemployment drastically decreases for both renters (Figure 2a) 

and home-owners (Figure 2b), particularly for those individuals residing in regions with 70% 

home-owners or more. This indicates that unemployed home-owners in regions with a very 

large owner-occupied sector might face poor quality labour market matches, resulting in 

higher overall unemployment rates in the region, and provides support for Hypothesis 6. 

When adjusting for housing market type, area of local labour market, and house prices (Model 

5) the increased probability of being unemployed decreases further in regions with home-

ownership rates above 70%. Note however that even in our final models, there remains some 

excess likelihood of being unemployed in labour markets with a large home-owner sector. 

Sensitivity Checks 

In order to adjust for unmeasured heterogeneity between home-owners and renters, we 

perform individual fixed-effect regressions, as shown in Figure A3 in the Appendix. The 

graph illustrates that we do seem to underestimate home-owners’ probability of being 

unemployed; however, home-owners’ higher likelihood of being unemployed in regions with 

a larger home-owning sector remains even after individual fixed-effects have been applied. 

Thus, as expected, both renters and home-owners who live in regions with a higher home-

ownership sector have higher probabilities of being unemployed in our final models. Note 

however that fixed-effects models demand variation in both tenure and employment status as 

well as change in type of housing market the individual has their residence during the study 
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period. Thus, this procedure drastically reduces our study population to a very restricted 

group. 

Mood (2010) argues that it is not advisable to compare across models within a logistic 

regression framework as adding separate variables increases the overall variance in the model, 

making it difficult to disentangle the eventual effect of a particular variable (Mood 2010). 

Therefore, we also implement the same procedure as in Table 4 but in an OLS setting. The 

results from these regressions can be found in Figures A1 and A2 in the Appendix. Overall, 

the OLS setting confirms the clear pattern of increasing unemployment probabilities in high 

home-owning regions and that this effect is substantially reduced when labour market size is 

accounted for.  

6.  CONCLUSIONS AND DISCUSSION 

As Harmon (2013) indicates, the return of the importance of labour market size may influence 

future research in a wide array of subjects. Previously, when Oswald’s hypothesis has been 

explored, job offers have often been assumed to be the same across locations, or labour 

markets are compared in terms of only two characteristics; if they are distant or local, thus 

ignoring the geographical distribution of jobs. The results in this article suggest that it may be 

fruitful to devote more attention to job matching quality and thus labour market policies 

related to accessible labour markets through improved infrastructure. 

To conclude, the main contributions of this study are summarized in the following. Home-

owners’ individual and overall geographical immobility cannot explain the fact that regions 

with a high proportion of home-ownership also have higher unemployment rates, as has been 

suggested by Oswald (1996; 1999; 1997). Indeed, as has been found in previous studies, 

home-owners seem to be better off in the labour market in Sweden too, with a lower 
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likelihood of being unemployed (Battu, Ma, and Phimister 2008; Coulson and Fisher 2009; 

Coulson and Fisher 2002; Dohmen 2005; Head and Lloyd-Ellis 2012a; van Leuvensteijn and 

Koning 2004; Munch, Rosholm, and Svarer 2006; Munch, Rosholm, and Svarer 2008; 

Rouwendal and Nijkamp 2010; Smith and Zenou 2003; Zabel 2012). However, we find that 

both renters and home-owners have an increased likelihood of being unemployed in regions 

with a high proportion of home-ownership. Thus, there seems to be a penalty of 

unemployment for regions with high home-ownership rates. When we explore possible 

mechanisms that could explain this finding, we can see that differences in mobility patterns 

are not the driving mechanisms between home-ownership rates and unemployment levels. 

Rather, the labour market size - as indicated by the number of work places in the region – is 

an important factor as it decreases the strength of the association between the size of the 

home-owning sector and individual level unemployment. High home-owning regions seem to 

be accompanied by small labour markets. In line with the findings of Harmon (2013) we 

suggest that job match quality may be better in larger labour markets, leading to shorter 

unemployment spells and thus lower unemployment probabilities. Thus, the geography of the 

matching process needs to be taken into consideration to improve labour market outcomes. 

 

Some researchers point to sensibility when exporting results on the role of tenure types for 

unemployment across locations as tenure types have different meanings in different contexts 

(Ruonavaara 1993). Owners can be owners outright or may be (highly) mortgaged. Renters 

can be tenants in the private rental sector or tenants within the public housing sector. To truly 

test Oswald’s hypothesis, one should compare outright owners with tenants in the unregulated 

private sector. Sweden does not have an unregulated private rental sector and outright 

ownership is rare. Outright owners have no or very low housing costs, whereas mortgage 

holders are financially committed and thus should experience higher pressure to find a job. 
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Previous findings indeed suggest that mortgage holders are found to do better in the labour 

market than outright owners (see for example Kantor et al. 2015; Goss and Phillips 1997; 

Flatau et al. 2002). Moreover, different rental systems might hinder mobility. For tenants 

within the social housing sector in a rental system such as the UK’s, characterized by tight 

state control and strict allocation rules, the findings indicate that social housing tenants have a 

lower propensity to migrate. This is due to long waiting lists, security of tenure and restricted 

transferability within the social housing sector (Hughes and McCormick 1981; Hughes and 

McCormick 1987; Hughes and McCormick 2000; McCormick 1983; Battu, Ma, and 

Phimister 2008; Flatau et al. 2002). 

7. FOOTNOTES 

1. Note that we do not know if an individual who lives in a dwelling where residents in 

general own their apartments, also owns her apartment. If for instance an individual is 

subletting an owned apartment, she will appear to own an apartment in our data. This 

is a drawback in the data on an individual level; however, it has no effect on our 

macro level estimates as it does not affect the overall proportion of owned housing. 
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FIGURE 1: Correlation between home ownership levels and unemployment rates in local labour markets by year. Percentages. 
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FIGURE 2a: Step-wise logistic regression on the association between home ownership levels and own unemployment. Odds ratios based on 

analyses in Table 4. Renters. 
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FIGURE 2b: Step-wise logistic regression on the association between home ownership levels and own unemployment. Odds ratios based on 

analyses in Table 4. Homeowners. 
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TABLE 1: Descriptive statistics of individual level variables 

              % 

Unemployed 3.3 

Mover 2.5 

Home-owner 68.4 

Female 43.2 

Married 43.2 

Is a parent 50.0 

Has received social benefits during year 5.1 

Enrolled in education during year 8.4 

Age  

  20-24 10.3 

  25-29 10.4 

  30-34 11.2 

  35-39 12.0 

  40-44 11.9 

  45-49 11.2 

  50-54 11.0 

  55-59 11.5 

  60+ 10.5 

Education  

  Primary and lower secondary education, < 9 years 5.7 

  Primary and lower secondary education, 9 -10 years 10.6 

  Upper secondary education 48.5 

  Post-secondary education, < 2 years 6.7 

  Post-secondary education, 2 years+ 26.1 

  Postgraduate education 0.9 

  Missing 1.4 

  

 Mean (std. dev.) 

Years since last long distance move 13.63 (5.53) 

N 53 026 852 
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TABLE 2: Descriptive statistics of macro level variables 

   % N 

Share of home owners in local labour market and year <60% 0.1 1 
 60-65% 8.9 67 

 65-70% 5.9 44 

 70-75% 16.5 124 

 75-80% 24.8 186 

 80%+ 43.7 328 

Mobility rates in local labour market and year 0.000 – 0.115 45.1 338 
 0.115 – 0.120 12.0 90 

 0.120 – 0.125 14.9 112 

 0.125 – 0.130 10.3 77 

 0.130 – 0.135 6.5 49 

 0.135 – 0.140 5.1 38 

 >0.140 6.1 46 

Number of workplaces in local labour market and year 0 - 3 000 61.3 460 
 3 000 - 7 000 11.6 87 

 7 000 - 9 000 10.7 80 

 9 000 - 11 000 6.7 50 

 11 000 - 13 000 5.1 38 

 13 000 - 60 000 2.4 18 

 60 000 - 64 000 0.4 3 

 64 000 - 135 000 0.9 7 

 135 000 - 150 000 0.4 3 

 >150 000 0.5 4 

Housing prices in municipality and year 0 - 500 38.8 1124 
 500 - 600 11.6 337 

 600 - 700 8.7 253 

 700 - 900 10.2 295 

 900 - 1 100 7.7 222 

 1 100 - 1 300 5.0 146 

 1 300 - 1 600 6.3 182 

 1 600 - 1 900 4.7 137 

 1 900 - 2 400 3.6 103 

 >2 400 3.3 95 

Housing market balance in municipality and year Shortage 40.3 1165 
 Balance 33.2 962 

 Surplus 25.8 747 

 Missing 0.7 20 

Area of local of local labour market 0 - 1 000 2.7 2 
 1 000 - 2 000 24.0 18 

  2 000 - 3 000 13.3 10 

 3 000 - 5 000 20.0 15 

 5 000 - 6 000 6.7 5 

 6 000 - 10 000 20.0 15 

 10 000 - 20 000 10.7 8 

 >20 000 2.7 2 
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TABLE 3: Logistic regressions on the likelihood of (a) being unemployed and (b) to move. Odds 

ratios.  

  Model 1 Model 2 

 

 

Likelihood to 
move 

Likelihood to 
be unemployed 

Home owner 
 

 0.66*** 

Home owner*Unemployed Renter and employed 0.71*** 
  Renter and unemployed 1(ref) 
 

 Home owner and employed 0.50*** 
 

 Home owner and unemployed 0.93*** 
 

Female  0.98*** 0.81*** 

Married  0.67*** 0.91*** 

Is a parent  0.75*** 0.98*** 

Has received social benefits  1.39*** 3.43*** 

Enrolled in education  2.01*** 1.50*** 

Age 20-24 1 (ref.) 1 (ref.) 
 25-29 0.64*** 1.33*** 

 30-34 0.38*** 1.23*** 

 35-39 0.25*** 1.12*** 

 40-44 0.20*** 1.02*** 

 45-49 0.18*** 0.92*** 

 50-54 0.16*** 0.83*** 

 55-59 0.14*** 0.80*** 

 60+ 0.15*** 0.72*** 

Education 
Primary and lower secondary 

education, < 9 years 
1 (ref.) 1 (ref.) 

 
Primary and lower secondary 

education, 9 -10 years 
0.96*** 0.91*** 

 Upper secondary education 1.10*** 0.80*** 

 Post-secondary education, < 2 years 1.24*** 0.55*** 

 Post-secondary education, 2 years+ 1.62*** 0.53*** 

 Postgraduate education 2.01*** 0.48*** 

 Missing 1.09*** 0.51*** 

Calendar year 2002  1 (ref.) 1 (ref.) 
 2003          0.99 1.36*** 

 2004          1.00 1.45*** 

 2005 1.02*** 1.34*** 

 2006 1.03***          1.00 

 2007 1.05*** 0.84*** 

 2008 1.03*** 0.93*** 

 2009 0.98*** 1.45*** 

 2010 0.99*** 1.17*** 

 2011          1.00 1.12*** 

Constant 
 

0.08*** 0.05*** 

N  53026852 53026852 

Log likelihood  -5367205 -7367754 

* p<.05, **p<.01, ***p<.001 
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TABLE 4: Logistic regressions on the likelihood of being unemployed. Odds ratios. 
   Model 1 Model 2 Model 3 Model 4 Model 5 

Home owner 
 

0.64***     

       

Share of home 

owners in 

local labour 

market 

<60% 1 (ref.)     

60-65% 1.18***     

65-70% 1.35***     

70-75% 1.33***     

75-80% 1.42***     
80%+ 1.52***     

       

Home owner 

 *  

Share of home 

owners in 

local labour 

market 

Renter and <60%  1 (ref.) 1 (ref.) 1 (ref.) 1 (ref.) 

Renter and 60-65%  1.24*** 1.22*** 1.20*** 1.20*** 

Renter and 65-70%  1.44*** 1.44*** 1.37*** 1.38*** 

Renter and 70-75%  1.33*** 1.32*** 1.16*** 1.16*** 

Renter and 75-80%  1.41*** 1.46*** 1.23*** 1.13*** 

Renter and 80%+  1.36*** 1.44*** 1.19*** 1.11*** 

Home owner and <60%  0.69*** 0.70*** 0.70*** 0.69*** 
Home owner and 60-65%  0.77*** 0.80*** 0.79*** 0.78*** 

Home owner and 65-70%  0.87*** 0.93*** 0.88*** 0.88*** 

Home owner and 70-75%  0.90*** 0.96*** 0.84*** 0.84*** 
Home owner and 75-80%  0.97*** 1.07*** 0.90*** 0.82*** 

Home owner and 80%+  1.07*** 1.20*** 0.99 0.92*** 

       

Time since last long distance move   0.96*** 0.96*** 0.96*** 

       

Mobility rates 

in local labour 

market 

0.000 – 0.115   1 (ref.) 1 (ref.) 1 (ref.) 

0.115 – 0.120   1.07*** 1.06*** 1.07*** 

0.120 – 0.125   1.07*** 1.10*** 1.10*** 

0.125 – 0.130   1.06*** 1.07*** 1.06*** 
0.130 – 0.135   1.12*** 1.12*** 1.09*** 

0.135 – 0.140   1.13*** 1.09*** 1.05*** 

>0.140   1.22*** 1.13*** 1.09*** 
       

Number of 

workplaces in 
local labour 

market 

0 - 3 000    1 (ref.) 1 (ref.) 

3 000 - 7 000    0.94*** 0.92*** 
7 000 - 9 000    0.97*** 0.92*** 

9 000 - 11 000    0.92*** 0.86*** 

11 000 - 13 000    0.89*** 0.87*** 

13 000 - 60 000    0.86*** 0.90*** 

60 000 - 64 000    0.83*** 0.88*** 

64 000 - 135 000    0.84*** 0.89*** 

135 000 - 150 000    0.79*** 0.82*** 

>150 000    0.73*** 0.75*** 

      

Control for housing prices in municipality     Yes 

Control for housing market balance in municipality   Yes 

Control for area of local labour market     Yes 

N  53026852 53026852 53026852 53026852 53025298 

Log likelihood  -7361345 -7360317 -7326531 -7323361 -7320449 

* p<.05, **p<.01, ***p<.001 

All models control for sex, marital status, parental status, whether the individual is on social 

benefits, whether the individual is enrolled in education, age, educational level and calendar 

year
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APPENDIX: Figure A1. Step-wise linear probability models on the association between home ownership levels and own unemployment. 

Replicas of models in Table 4 but in an OLS setting, to be compared with Figure 2a. Renters. 
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APPENDIX: Figure A2. Step-wise linear probability models on the association between home ownership levels and own unemployment. Replicas 

of models in Table 4 but in an OLS setting, to be compared with Figure 2b. Homeowners. 
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APPENDIX: Figure A3. Individual fixed-effects models on analyses in Table 4, Model 5. 

Odds ratios. Including the full set of control variables. 

 

 

Figure A3 includes estimates from Table 4, Model 5 (logistic regressions) and individual level 

fixed-effects models including the same set of control variables. By comparing the solid lines 

with the dashed lines of the same colour, we conclude that we underestimate home-owners’ 

probability of being unemployed if we do not apply individual level fixed effects, since to 

become a home-owner, one generally needs employment. However, even in the fixed-effects 

models, the higher the share of homeowners in the local labour market, the higher the 

likelihood to be unemployed, for both homeowners and renters.  
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