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Median Household Income and the Resulting Commute Time
Rising household income can have a positive affect on the lifestyle of a family. How the consumer’s spend their income is a key driver of the economy. Consumer spending is dominant in the economy as a whole to such an extent that it is, by itself, the sector that determines the direction of the overall economy (Mauldin, 2007). When the average household income rises there are three paths that the consumer can take. More dollars can be placed in savings; increased expenditures in discretionary spending or increased spending can occur in housing, food and other related staples. The housing industry in the latter category was the focus of this research project. This research study focuses on the affect of household incomes on the time spent commuting to and from work.
Increased household income provides the consumer more choices in the location of their residence. Reduced commute times can be a major factor in an improved quality of life (King, 2006). Americans spend more than 100 hours commuting to work each year, according to American Community Survey (ACS) data. This exceeds the two weeks of vacation time (80 hours) frequently taken by workers over the course of a year (U.S. Census Bureau, 2005). When household income rises above the national average is there a correlation to reduced commute times? In 2005, the average commute time in the United States was 26 minutes each way to and from their work location. The average household in come in the United States in 2005 was $46,236. The hypothesis that is proposed is that as household income rises above the mean the average commute time will decrease to below the mean.
Introduction: As family income increases the ability to afford a home can become more manageable. The higher the family income the more likely a person can chose the location of their residence. Commute time to work is a significant issue with many people. Higher incomes allow people to have the choice in their proximity to the workplace.

Reference Points: According to an ABC 2005 poll the mean commute per person is 26 minutes each way to and from work.  According to the U.S. Censes bureau the mean household income was $46,326 in 2005.

Goal: The goal of this paper will be to test the hypothesis that families with higher than average household income commute less than the 26 minute average.
Z- test question to be answered to satisfy the hypothesis: In 2005 the mean income in the United States was $46,326 and the mean commute to work was 26 minutes each direction. Communities with a mean household income of over $46,326 have a mean commute of less than 26 minutes.

	Commuters equal to or greater than 46,326 annual income

	
	
	
	
	
	
	
	
	

	Sample Population
	=
	33
	(n)
	
	
	
	
	

	Standard Deviation
	=
	7.41
	()
	
	
	
	
	

	Means
	=
	22.81
	(Xbar)
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	The Null & Alternate Hypothesis (Step 1)

	H0
	
	
	26.00
	
	
	
	
	

	Ha
	
	
	26.00
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Level of Significance (Step 2)

	0.05
	
	()
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Select the Test Statistic (Step 3)

	Z Test (since sample size of 33 > 30)

	
	
	
	
	
	
	
	
	

	Formulate the Decision Rule (Step 4)

	
	
	
	
	
	
	
	
	

	One or two tail
	
	
	
	
	
	
	=
	1

	Level of Significance
	
	
	
	
	
	
	=
	0.050

	.5000 minus 0.050
	
	
	
	
	=
	0.450

	Using Appendix D
	
	
	
	
	
	0.450
	=
	1.65

	
	
	
	
	
	
	
	
	

	So we will reject H0 if it is z  1.65

	
	
	
	
	
	
	
	
	

	Make a Decision (Step 5)

	
	
	
	
	
	
	
	
	

	z
	=
	23
	-
	26
	=
	             (3)
	
	

	
	
	7.408979
	/ 
	5.745
	
	1.29
	=
	-2.47

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	We reject the null hypothesis and except the alternative because 1.65 is greater than -2.47.  So in other words, commuters that earn a higher then national average income do spend less than the country average commuting time.


	

	


For most Americans, quality of life means being able to enjoy the fruits of a middle-class lifestyle, to be able to buy a home, to send their children to good schools, to live without the constant fear of crime, to feel good about their relative standard of living (King, 2006). Location of a residence is a key to fulfilling this quality of life model. The random examination of a sample size of 33 cities with average household incomes above the mean of $46,326 resulted in a confirmation of the hypothesis. While the data was within the parameters set forth with an alpha equal to 0.05 the resulted in a Z critical value of 1.65.  The data resulted in Z equal to -2.47 which is less the Z threshold of 1.65.
This was a one-tailed test designed to gain insight into the thought process into choosing a home when households are earning more than the national average.  While this hypothesis should be considered complimentary, other studies detailing other factors such as size and final cost need to be performed. With that said the cost of land in many areas is the most important factor in determining the price of a home. The decision to purchase many acres of land can be a long process with a difficult reversal process. Therefore, understanding the most favorable location is one of the most critical components of the housing development process.
The results of this study can be used in several areas. A better understanding of the preferences consumers better positions the housing industry to make supply choices that align with the demand choices of the consumer. If mean commute time is a primary discriminating factor for those with higher than average incomes the housing industry can develop a strategic plan that best satisfies the desires of the consumer. The strategic plan should also include the location of the land for new developments, a study of initial pricing models that match the increased demand and a marketing plan that targets employers within close proximity of the new development.
The benefits of this research are not limited to the new housing market. Real estate agents representing resellers can also benefit from the knowledge that commute times are important to households making more than the mean national average. Although selling a house could be considered part art and part science, understanding that the proximity of house is important could dictate marketing activities by putting emphasis on potential employees working for employers close to the housing that is available.

It is suggested that this information should be used with other similar studies with a hypothesis that would augment the information found in this study. A successful real estate market is based on a single point of reference. Much like pieces of a puzzle, many reference points much fit together to gain the desired result. 
Where to build and buy a house is an extremely important aspect in the real estate market. The housing industry is also one of the most important drivers of the United States economy. The ability to deliver timely information to the applicable real estate stakeholders in this process is a very valuable commodity. The proximity of a residence to the place of employment for households earning above the national average is an important data point for the real estate industry that should not be ignored.
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