
“Non-income measures of material wellbeing and hardship: 

first results from the 2008 New Zealand Living Standards Survey, 
with international comparisons”
Background and key findings
Measuring and monitoring material wellbeing, poverty and hardship
· There are two main approaches to measuring living standards at the household level 

· using household incomes 
· using non-income measures which seek to measure living conditions more directly by using information on food, clothing, accommodation, ability to pay the bills on time, keep the home warm, purchase school uniforms, and so on
· Household incomes form a natural index or scale that allows us to rank households from higher to lower material living standards (ie higher to lower income), and to report on poverty rates for those with household incomes below a selected threshold

· When using non-income measures, indices or scales have to be created from the individual items in a survey.  Most such indices are deprivation indices, focussing on measuring material hardship or deprivation (unacceptably low living standards).  By contrast, the ELSI measure, developed by the Ministry in 2002, is a full-spectrum index which allows us to put households on a continuum from low to high living standards (just as the household income scale does).
The survey
· The 2008 Living Standards Survey (2008 LSS) follows the 2000 and 2004 Living Standards Surveys

· It was carried out between June and early October 2008 - face to face interviews with 5000 households 

· The survey collects information from respondents about their material circumstances, including questions about ownership of household durables and their quality, their ability to keep the house warm, pay the bills, have broken down appliances repaired promptly, pursue hobbies and other interests, pay for a night out, and so on.  Income information was collected but the main focus was on non-income indicators of material living standards.
· The bulk of the interviews were carried out just before the global financial crisis and recession impacted on households …

· … although the New Zealand-based downturn (drought and weakening housing market in 07-08) was impacting already on consumer spending and confidence
· Working age benefit numbers were at their lowest in many years at the time of the survey, down 50,000 since 2004 (down 100,000 when counting everyone in the beneficiary families)
· See the Appendix for the high level objectives of the 2008 LSS and the associated analysis.
The report
· The report has three objectives:

· to set out the key elements of the conceptual and methodological underpinnings of the more direct non-incomes approach to measuring material wellbeing, to give context for the findings presented in the report and to prepare the way for the next steps in the analysis
· to provide first results from the 2008 LSS

· to illustrate the value and versatility of the more direct non-incomes approach to measuring and monitoring material wellbeing, as a complement to the established incomes approach.

· It includes international comparisons with EU nations, using the official EU deprivation measure adopted in February 2009
· The report is being released as a Working Paper in the interests of disseminating key findings as early as possible, while recognising that the report has had limited peer review, and that there is still some distance to go for the analysis to cover the survey’s full set of objectives.
· A fuller report is expected to be ready later in the second half of 2010.

Key findings
The findings to date are limited in the main to comparisons among those with low living standards (those experiencing material hardship).
1 
The relativities between population subgroups were much the same in 2008 as in 2004, with the same groups relatively well-off, and the same groups over-represented in hardship figures ….
· older New Zealanders (65+) have low hardship rates (4%) relative to the whole population (13%), and children (0-17) have relatively high hardship rates (19%), using the quite stringent Level 2 threshold on the ELSI measure

· the low hardship rate for older New Zealanders means that the mix of current public provision (mainly NZS) and private provision built up by most of the current cohort over their lifetime (including equity in own home) are ensuring very low hardship rates among older New Zealanders 

· the hardship rate for sole parent families is around 4 times that for those in two parent families (39% and 11% respectively)

· beneficiary families with dependent children have a hardship rate of around 5 times that for working families with children (51% and 11% respectively)…

· … but around half the children in hardship are from working families (this is because there are some 4 to 5 times more working families than beneficiary families)

· sole parent families in work have a hardship rate (20%) well below that for sole parent beneficiary families (54%)

· Maori and Pacific people have hardship rates some 2 to 3 times that of those in the European or Other ethnic groups

· families with 4 or more children have higher hardship rates (27%) than those with 1-2 children (17%)

· the subgroup relativities are similar to those reported in the Household Incomes Report in July 2009, using an after housing costs income measure of poverty

2 
…. but there were some changes from 2004 to 2008 for some groups
· a definite improvement for children
· hardship rates for children fell from 26% to 19% (using ELSI Level 2 threshold)
· the gains were made almost entirely from low to middle income working families - hardship rates for sole parent beneficiary families remained steady at around 55%
· for children in families with incomes below 110% of the median - where the WFF package was focussed - hardship rates fell from 36% to 25%  (24% to 15% for children in working families, and no measurable change for sole parent beneficiary families)
· the improvement for working families reflects the extra WFF support received by working families with dependent children, and the increased employment from 2004 to 2008
· some evidence of an increase in hardship rates for individuals in low to middle income households without dependent children.
3 
International comparisons of hardship rates present a mixed picture for New Zealand ….
Using the recently adopted official EU measure of material hardship  ….

· overall population hardship rates (13%) are around the median for the expanded EU (EU-25) and at the lower end of the rankings the ‘old EU’,
· older New Zealanders have low hardship rates (4%) relative to their counterparts in EU nations (EU-25 median is 14%) ….

· … but hardship rates for New Zealand children (18%) are above the EU-25 median (15%)  

4 
Children are significantly over-represented in hardship figures …. an enduring feature
· There was a clear reduction in hardship rates for children between 2004 and 2008 …
· ….. but children are still significantly over-represented in the hardship group …. 
· …. and around half of all children in hardship come from working families
· Internationally, the comparisons with European countries show that New Zealand has an above average hardship rate for children, and also a relatively high child hardship rate compared to the rate for the whole population.
5
General interest points
· 84% have home computers, up from 71% in 2004
· 75% have internet access, up from 65% in 2004

· 5% reported that ‘pollution, grime or other environmental problems caused by traffic or industry’ was a ‘major problem’ in their area
· 8% reported that crime or vandalism was a ‘major’ problem in the neighbourhood
· 4% received help in the form of food, clothes or money from a welfare or community organisation such as a church or foodbank help ‘more than once in the last year’
· 13% borrowed money from family or friends to meet everyday living costs (in the twelve months before the interview)
December 2009

Appendix
Objectives for the 2008 survey

The high level objectives for the 2008 LSS and associated analysis are to:

· gather the necessary information to enable

· the further development of the ELSI instrument (and other full-scale measures such as FRILS)

· the construction of a suite of deprivation indices reflecting different dimensions of deprivation
· international comparisons using NMIs

· update the information on the living standards of the population and subgroups within it to 2008, comparing the findings with those from 2000 and 2004, using an improved ELSI and other instruments

· contribute to the Working for Families evaluation

· improve and expand the technology available for tracking and better understanding trends in poverty and material hardship
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