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MSD’s 2019 Household Incomes Report:

Background and Selected Key Findings
7 Nov 2019

The Household Incomes Report and its companion report using non-income measures provide information on the material wellbeing of New Zealand households from two perspectives: 

· household incomes: the reports use disposable household income (total after-tax income from all sources for all members of the household), adjusted for household size and composition

· non-income measures (NIMs): this approach more directly measures the material wellbeing of households in terms of having:

· the basics such as adequate food, clothes, accommodation, electricity, transport, keeping warm, maintaining household appliances in working order, and so on

· freedoms to purchase and consume non-essentials that people commonly aspire to.

The findings are set within a framework that recognises that:

· while current income is very important, most households have other resources that also help to generate their material wellbeing (including a stock of household and personal goods, some reasonably liquid savings, perhaps a property with a dwelling, and so on)
· for many low-income households, income is the critical resource for day-to-day survival, and there are very limited or no financial reserves to call on if there is a drop in income or an unexpected expense 
· households with similar incomes and structure can face quite different costs, which means different lived experiences (for example, different housing, health, child care and debt servicing costs can make significant differences for otherwise similar households).  

The main data source is Stats NZ’s Household Economic Survey (HES). The survey is conducted face-to-face and in recent years the response rate has been close to 80%, with an achieved sample typically around 3000 to 3500 households. In 2014-15 and 2017-18 (‘HES 2015’ and ‘HES 2018’) larger samples of 5500 were planned for and achieved. The recently-completed 2018-19 survey has a much larger sample of 20,000 households and will be used for MSD’s 2020 reports.

Though most of the survey data is from Stats NZ, the analysis and findings are the work and responsibility of the MSD, except where noted otherwise.

Interpreting the reported findings 

There are several factors to take into account when interpreting the numbers, trends and other findings in the reports.

The latest information is for the 2017-18 year, and on average reflects household circumstances for late 2017, not ‘today’

· The interviews for the latest available HES (HES 2018) took place from July 2017 to June 2018. The incomes question asked about incomes ‘in the last 12 months’. The latest income figures (HES 2018) therefore reflect on average what household incomes were in late 2017, rather than ‘today’. 
· the impact of the Budget 2018 Families Package is not reflected in this report at all, as it was implemented from 1 July 2018. The 2020 report will reflect the early impact of the package, but the full impact will not be visible until the 2021 reports. 
· The impact of the first three months of the 1 April 2018 changes to the Accommodation Supplement are only minimally captured for a quarter of the year for a quarter of the households.
The findings are based on information from a nation-wide sample survey and there are therefore the usual uncertainties that are a feature of analysis based on such surveys 

· No sample survey can deliver perfect estimates. Even with a well-designed process for the random selection of households, and with a 100% response rate, there would still be ‘sampling error’ – the inevitable difference (that arises by chance) between the estimate and the true value.
 The size of the sampling error can be quantified and expressed as a ‘95% confidence interval’, a range within which there is a 95% chance that the true value lies. For example:

· For 2018, the sampling error for the standard material hardship rate for children (13.3%) it was 2.3%. This means that there was a 95% likelihood that the true child hardship rate was between 11.0% and 15.6% (ie 13.3 ± 2.3%). The 95% confidence interval for the change from 2017 to 2018 was ± 3.6%. The larger sample size in the 2018-19 survey is expected to roughly halve these sampling errors.
· The median household income typically has a sampling error of around 4%.

· Other uncertainties and ‘noise’ arise from the fact that the response rate to the survey is always less than 100% (typically around 75-80% in recent years for the HES – which is very good by international standards). If those who do not respond are on average quite different from those who do, and if this difference changes from year to year, then further fluctuations can occur that do not represent real-world fluctuations (an example of ‘non-sampling error’).  Non-response bias is a challenge for all sample surveys. It can to some degree be addressed by applying carefully-designed weights to the achieved sample and, in the case of those from more socio-economically disadvantaged areas, through extra efforts at the stage of seeking households to interview.
· The strengths and limitations of the reported information need to be understood in the context of these uncertainties:

· The findings are generally robust for:

· Reported changes over the medium term (5+ yrs).
· Trends over the longer term (10 to 30 yrs)
· High-level relativities between selected subgroups (age, ethnicity, tenure, income source, and so on)
· International comparisons – they can locate New Zealand relative to other countries with whom we tend to compare ourselves, especially where trends are fairly flat over several years
· The difference (if anything) that different measures make to all the above.
· There are limitations:
· Reported year-on-year changes are usually smaller than the 95% confidence interval and therefore no definitive conclusions can be reached on whether the differences are ‘real’ or not – to partially address this limitation, most trends from 2007 on are reported using rolling two-year averages to give a more reliable indication of trend and current level.
· Reported rates for smaller sub-groups have very large sampling errors – to partially address this limitation, the average of three consecutive surveys is usually used for these groups (eg for breakdowns by ethnicity).
· No reporting is provided for some sub-groups as they are too small (eg findings for regional council areas). 
· The limitations will be eased, but not eliminated, with the larger 2018-19 HES that has just been completed (20,000 households). Stats NZ’s first releases for this data are scheduled for February 2020.
The surveys gather information on the usually resident population living in private dwellings
· Low-income and material hardship rates based on the HES and surveys like it are about trends and relativities for the population in private dwellings. Other sorts of surveys or investigations are needed to obtain a picture of what life is like for those ‘living rough’ or in boarding houses, hostels and so on.

· This does not mean that the survey does not reach households with very limited financial resources or those in more severe hardship. For example, in the 2017-18 HES, 215 of the households interviewed reported receiving help from a food bank or other community organisation more than once in the previous 12 months, and 427 reported putting up with feeling cold ‘a lot’ in the previous 12 months because of needing to spend on other basics. Nevertheless, households from lower socio-economic areas tend to be under-represented and, while the application of appropriate weights can in part address this, some sample bias remains.

The surveys on which the bulk of the analysis and information in the reports is based are snapshots of different samples each survey, not a movie following the same people
· The HES surveys a different group each time (ie repeat cross-sectional surveys). To gain a fuller picture of the material wellbeing of individuals we need information on the same group of people over many years (longitudinal surveys). These can tell us about: total income received over several years which is a better indicator of material wellbeing than income over just one year; persistence of low-income and material hardship; income mobility; and changing household circumstances. 

· Up-to-date New Zealand longitudinal data with household income information for the whole population is not available at present (2002-2009 only).
Glossary and Abbreviations
BHC income
Household income before (deducting) housing costs

AHC income
Household income after (deducting) housing costs, (and housing costs = rent, dwelling insurance, rates and mortgage payments)
BHC 60
the moving line (or relative) income poverty measure, with the threshold set at 60% of the contemporary BHC median
AHC 50 CV-07
the fixed line income poverty measure with the threshold set at 50% of the AHC median, using 2007 as the reference year

MWI
Material Wellbeing Index (MSD’s 24-item full spectrum index = ELSI, mark 2)
DEP-17
17-item material deprivation index (MSD)

EU-13
13-item material and social deprivation index (Eurostat)

quintile
when individuals are ranked by some characteristic and divided into 5 equal groups, each group is called a quintile (each group is 20% of the whole)

Q1
a shorthand for the bottom quintile
decile
when individuals are ranked by some characteristic and divided into 10 equal groups, each group is called a decile (each group is 10% of the whole)

D2
a shorthand for the second decile (ie second up from the bottom)

percentile
when individuals are ranked by some characteristic and divided into 100 equal groups, each group is called a percentile

P10 
10th percentile – this is at the top of the bottom decile, 10% up from the bottom

P50 
50th percentile (ie the median)

90:10 ratio
the ratio of the income at P90 to that at P10

Gini
a commonly-used measure of inequality which takes account of the average gap between all pairs of households
OTI
(housing) outgoings to income ratio

AS
Accommodation Supplement

NZS
New Zealand Superannuation

‘Real’ income growth
growth in incomes adjusted for inflation (eg a 2% pa real growth is growth that is 2% greater than inflation)
Incomes, inequality and housing affordability
· Household income in the reports is the total income from all household members from all sources over the twelve months prior to interview, less income tax.

· For most of the analysis, household income is adjusted for household size and composition (‘equivalised’) to enable a more sensible comparison between household types.

· Household income is not the same as earnings: for example, households receive income from a range of sources, not just from earnings; and, the low-waged are found in households across all income deciles.
· The material wellbeing of individuals generally depends on the total income (and assets) of their respective households, and therefore who one lives with can make a significant difference.

· ‘BHC income’ is household income before deducting housing costs, and ‘AHC income’ is household income after deducting housing costs. From HES 2007 on, dwelling insurance is included along with rent, rates and mortgage payments.
Median household income has grown strongly from the low point in the mid 1990s
· Median BHC household income increased 69% in real terms in the 25 years to 2018 (ie 69% after adjusting for inflation).

· Median AHC household income grew by 61%, the difference from BHC growth reflecting the fact that housing costs now make up a larger portion of household budget, even for middle income households.
· Both these represent a considerable rise in material living standards.

· In HES 2018, median household disposable income is $82,500 (BHC, not equivalised).
There was strong growth in real household income for most income groups from just before the Global Financial Crisis (ie HES 2007-08) to HES 2017-18 …
· Net gains of around 17-20% in real terms from HES 2007-08 to 2017-18 for all income groups from the top of the bottom decile (P10) up to P80, with a little more for P90 and P95 (~22%).
 

· Median BHC household income was up 3% pa in real terms in the post GFC recovery phase from HES 2013 to HES 2018 (ie 3% pa above CPI).

· This is better than many OECD countries whose middle incomes were relatively flat in the same period (eg Australia, UK, Spain, France, Italy, Germany, and the US).

· The notion of Inclusive Growth (IG) has been promoted by the OECD in recent years. At the heart of the IG notion is the goal of simultaneously having economic growth and reducing (or at least not increasing) various inequalities. New Zealand has experienced reasonable IG in the years since the mid 1990s, at least for BHC household incomes:
· real BHC household income growth has for most income groups tracked closely to the growth in GDP per capita 
· the share of total household income received by the lower 40% of households has remained steady at 20% in the period. 
.… but

· The rises at P10 (top of bottom decile) since 2007-08 mainly reflect the strong increases in real terms for NZS in recent years. There is a strong bunching of 65+ households whose income is NZS and little more at the top of the bottom decile and the bottom of the second decile. Beneficiary households make up a large portion of households in the bottom income decile and their incomes were generally flat or declining in real terms through to HES 2018 (even when the impact of the 2016 Child Material Hardship package is taken into account).

· The trajectory of AHC household incomes is less favourable:

· for 2007-08 to 2017-18, AHC incomes at the top of the bottom decile (P10) grew only 11% in real terms, in contrast to 17-20% for P20 to P80

· over the longer term (last three decades), P10 AHC incomes in HES 2018 were only just back to the level of P10 incomes in the late 1980s, whereas BHC incomes were (a little) higher in HES 2018 for all income groups – the different AHC path reflects the fact that, for most households, housing costs now make up a much larger proportion of the household budget.

Household income and wages

· Average wages in the last three decades have not kept pace with GDP per capita growth, reflecting either low productivity or higher returns to capital than to labour (or both).

· The 2019 minimum wage is 57% higher in real terms than in 2000, a growth rate of 3% pa in real terms. The gross average wage increased by less than half that amount (26%).
· Median household income generally increases more rapidly than the average wage. This happens as the average number of hours in paid work increases for households – increased female employment has contributed to this. Wages in turn generally rise more rapidly than inflation.
There is no evidence of any sustained rising or falling trend in BHC household income inequality since the mid 1990s ….

· The share of income received by the top 1% of tax-payers has been steady in the 7-9% range since the early 1990s, up from 5% in the late 1980s.

· The Gini measure of inequality is a popular one but, because it uses information on all household incomes, it is susceptible to showing large fluctuations because of sampling issues for very high income households. The report therefore highlights the Gini trend for the lower 99%. There is no evidence of any sustained rising or falling trend in the last 25 years for the lower 99%, using the Gini. 
· The 90:10 ratio was fairly flat from the mid 1990s to 2018 (around 4:1). As for the top 1% measure and the Gini, the 90:10 showed a large rise from the late 1980s to the early 1990s. There was a slight rise in the 90:10 ratio from the mid 1990s to the mid 2000s, but much less than the earlier large rise.

… but 

· Incomes after deducting housing costs (AHC incomes) are more unequal than BHC incomes (the AHC 90:10 ratio is around 6:1), as housing costs make up a higher proportion of the household budget for lower income households than they do for higher income households.  AHC income inequality was also a little higher from 2011 to 2018 compared with the mid 2000s and earlier. 
· New Zealand does not have a robust time series on wealth inequality, so we do not know if there are any changes in this aspect of household resources. 

Household income inequality in New Zealand is a little above average for OECD countries and wealth inequality is about average
· Using measures like the 90:10 ratio and the Gini, New Zealand’s income inequality is a little higher than the OECD average, around the same as Australia (BHC income).
· The share of income received by the top 1% of tax-payers has been steady in the 7-9% range since the early 1990s, in the low to mid range in the OECD, similar to Australia, Norway and Sweden.
· New Zealand’s wealth inequality is about average for the OECD, with the top 10% of households holding around 50% of all household wealth.
Housing affordability issues remain for the lower two income quintiles, and the size of the group spending more than half their income on accommodation is increasing 
· The Incomes Report does not look at affordability for purchasing homes, just how affordable the accommodation is once a household is in their accommodation. It reports trends based on the proportion of household income spent on accommodation (rent, rates, dwelling insurance and mortgage payments). These proportions are often referred to as OTIs (outgoings-to-income).
· For under-65 households with BHC incomes in the bottom quintile (20%):

· housing costs on average have doubled as a proportion of income since the 1980s, up from 23% to 47% in 2018
· 62% of households spend more than 30% of their income on housing costs and 50% spend more than 40% - these are historically high levels but the trend appears to have levelled off in the last three years
· 40% of this low-income group spend more than half their income on housing costs, with a steadily rising trend since 2009 and no sign of levelling off up to HES 2018.
· It appears that while the proportion of households spending more than 30% of their income on housing has steadied, there is an increasing group with much more severe housing stress.  

· Single-person households, under 65, are the predominant household type with accommodation outgoings of more than 50%, followed by sole-parent households.

· Even for the second quintile there is evidence of housing stress, with half spending more than 30% (up from 25% in 2004), and around one in four spending more than 40% of their income on housing costs (fairly steady over the last two decades). 

· 75% of low-income (bottom quintile) private renters pay more than 40% of their income on rent. 
· Among AS recipients, 52% of renters spend more than half their income on rent (MSD administrative data).
· There are regional variations, as indicated by analysis of rental information, for example, but reliable HES-based regional analysis is not feasible because of the current sample size.


Low incomes and material hardship

The material wellbeing of the vast majority of older New Zealanders (aged 65+) continues to be good to very good

· The 65+ have lower AHC income poverty rates and lower material hardship rates than other age groups.

· New Zealand ranks near the top of the material hardship league tables for the richer countries for those aged 65+ (ie low hardship rates of 3-4%).

· The relatively good position for this age group reflects the mix of universal public provision (mainly NZS (New Zealand Superannuation)) and the private provision built up by most of the current cohort over their lifetime – a key component of this private provision is mortgage-free home ownership which is relatively high among the current cohort (72%).

· There is high dependence on NZS for most: for example, around 60% of singles and 40% of couples report less than $100 pw per capita from non-government sources. 

· This high dependence on NZS shows up in international comparisons in which New Zealand is rated as one of the top performers in the OECD using the 50% of median BHC low-income measure (low rates, typically around 4-11% up till 2016), but is at the other end of the rankings for 60% BHC figures, with one of the highest rates in the OECD (~36%).
· The value of NZS is currently just above 50% of median household income (BHC), and is likely to fall below it as the median continues to rise strongly and NZS increases with wages only. When it falls below 50%, the reported income poverty rate will increase to a much larger number as it did in 2009 before the tax cuts.
· The small group that do have financial challenges are, unsurprisingly, mainly those who rent / have a mortgage and have little other than NZS for income. Based on low-income AHC and material hardship measures this group is around 4-8% of older New Zealanders (~30,000 to 60,000).

· Older New Zealanders score well overall on individual hardship items too. For example, 4% report having to put up with feeling cold ‘a lot’ because of costs, compared with 9% for households with children and 7% overall.

· Home ownership rates among the 65+ group remain steady and high (~86%), but there is a downward trend in mortgage-free home ownership, from 83% in the mid-1990s to 72% from 2015 to 2018. There is as yet no evidence of increasing hardship rates among older New Zealanders, though the AHC 50% relative rate has risen in the last few years, driven in part by the decline in NZS relative to median household income, even though in real terms NZS is rising in line with the average wage.
· Declining mortgage-free home ownership for the cohorts approaching ‘retirement’, and elevated low income rates (AHC) for older working-age adults living on their own suggest that the group with financial challenges (currently 4-8%) may grow in coming years.

· Rising employment rates among the 65+ (whether out of necessity or choice) are contributing to strongly rising income inequality within the 65+ group.

There is no new information in MSD’s 2019 reports on trends in the child poverty measures specified in the Child Poverty Reduction Act (2018)

· In April 2019 Stats NZ published their 2017-18 baseline Child Poverty Statistics. These figures are included in the 2019 Household Incomes Report.

· Stats NZ are scheduled to publish the 2018-19 update in February 2020.

· The 2019 Incomes Report includes information on child-poverty-related themes such as housing costs, housing quality issues, food insecurity and children in working poor and workless households, updated to 2017-18 as the source data allows.
 ‘In-work poverty’ is an ongoing issue for working-age households in most OECD nations, including New Zealand
· The 2019 report has an extended section on in-work poverty (Section J), building off previous analysis. It has a more thorough discussion of conceptual and methodological issues when reporting on in-work poverty, shows and discusses the relationship between low wages and in-work poverty, includes findings using BHC incomes as well as the previous AHC findings, and provides international comparisons. 
· ‘In-work poverty’ and ‘the working poor’ are hybrid notions: paid employment is an individual-based concept, whereas ‘poverty’, however defined, is a household-based concept. The notion of ‘the working household’ (one or more adults in work) is used to enable reporting on in-work poverty for households or for all or some household members. The main focus of the Incomes Report in the in-work poverty section is on households with at least one adult in full-time work.
· For those in households with at least one full-time worker, in-work poverty rates for New Zealand are round 7-8 % using either a relative BHC 60 measure (as per international comparisons) or a relative AHC 50 measure, with not much change in the last 10 years, following a fall to 2007 after the introduction of the Working for Families package:
· New Zealand rates are just below the EU median and around the same as the UK 
· in-work poverty rates for those in households with at least one full-time worker are half the overall working age poverty rate

· around half of those identified as poor are from working households
· using a fixed-line measure (AHC 50% CV-07), the in-work poverty rate was falling before the GFC recession, remained steady from HES 2009 to 2014 (6-7%), then began falling again through to HES 2018 (5%).
· Single-earner households have become less viable as a unit for meeting basic needs, with their relative AHC low-income rates increasing over the last twenty-five years while overall population rates using the same measures have been fairly flat.
· There is no single main cause of in-work poverty. It is the outcome of the interaction of several factors, including:
· total hours worked in the household
· the average wage rate for working household members

· the value of in-work supports (including the In-work Tax Credit, and child-care subsidies) 

· the value of non-employment-related financial support (such as the Family Tax Credit and Accommodation Supplement)
· the number of people that the household income has to support

· net housing costs (when in-work poverty is measured using AHC income or material hardship approaches).

· The working poor are not the same as the low-waged, as most low-waged individuals live with others whose income they share. 80-90% of those with wages less than 105% of the minimum wage
 are not poor (ie they live in households with total income above standard low-income thresholds).
Workless households

· The number of workless working-age households has been declining since the mid 1990s, apart from a brief reversal during the GFC-related downturn. In HES 2018 there were 340,000 under 65s in workless households (8%), down from 550,000 (19%) in 1994.
· The poverty rate for workless households increased rapidly as a result of the 1991 benefit cuts and the move to market rents. Since the early 1990s the poverty rate for workless households has continued to increase using relative measures. This reflects the fact that median household income has grown strongly in real terms for the last 25 years whereas incomes for beneficiary households has been flat or declining in real terms in that period (even after the 1991 benefit cuts).
· New Zealand has a relatively high proportion of children in workless households compared with other richer nations (11% compared with the EU ( 9%), and well above Finland, Netherlands and Portugal (5-6%)). 16% are in households with no full-time worker.
The AHC incomes of low-income ‘working-age’ one-person households have held steady in real terms in the last twenty-five years, but have fallen relative to those of households with children and the population overall 
· One-person households have the second highest income poverty rates after sole-parent households.

· Using the fixed line AHC 50 measure (CV-07), their poverty rate held steady at around 28-30% in the 25 years to 2018, whereas child poverty rates fell from around 34% to 8%.

· Using the relative AHC 50 measure, their poverty rate increased from 20% to 35% in the 25 years to 2018, whereas the rate for children remained steady at around 18-22%.
· The situation for one-person households is one expression of the finding noted above (ie  the single-earner household is becoming less viable as a unit to meet basic needs). It also reflects the increasing financial assistance that has gone to households with children relative to what has gone to households without children.
There are some housing quality issues, especially for children – they are concentrated among those already experiencing material hardship in relation to other basic items. On average over three surveys, HES 2013 to HES 2015:

· For children:

· for 10% of children, their household reported a major problem with dampness and mould (~110,000 children).

· for 13% of children, their household reported a major problem with heating / keeping it warm in winter (~140,000).

· for 7% of children, their household reported both issues (~75,000)
· the HES 2018 figures are around one percentage point lower than those reported above, a change that is however not statistically significant. The larger 2018-19 HES should enable a credible update for the 2020 report, from the one survey.
· For all ages:

· one in three HNZC homes (33%) were reported to be hard to heat or keep warm in winter, 19% for private rentals with AS, 11% for private rentals with no AS, and 4-5% for those in their own homes [9% overall]
· one in four HNZC homes (27%) were reported as having ‘a major problem’ with dampness or mould, 15% for private rentals with AS, 8% for private rentals with no AS, and 3% for those in their own homes [7% overall]
· around 65% of those reporting these issues live in rental accommodation – 45% are in private rental and 20% in HNZC houses. 
· 70% of the problems are reported by the lowest material wellbeing quintile – these households also experience other material hardships.
· the rates for HES 2018 are a little lower for the above also, but the relativities between the different tenure categories remain much the same – the larger 2019 HES is needed before we can be sure that any lower numbers represent an actual improvement rather than just a sampling variation within expected limits.
International comparisons
· On international league tables for the richer nations (eg OECD and EU tables), New Zealand typically ranks in the middle range, though there are some exceptions. Three examples are:

· Strong broad-based household income growth from 2008 (just before GFC) to 2018, better than many others in the OECD (eg Australia, UK, Spain, France, Italy, Germany, and US).
· Unemployment rate (3.9%) is one of the lowest in the OECD.

· Relatively high rate for children living in workless households (11%, above the EU median rate of 9%).
· There is no evidence of any sustained rising or falling trend for BHC income inequality, with New Zealand levels a little above the OECD average and similar to Australia. The share of total income received by the top 1% has been steady in the 8-9% range since 1990, similar to Finland and Norway, a little lower than Australia, and much lower than the UK (14% in 2015) and the US (20% in 2015).

· As for other OECD countries, household wealth inequality in New Zealand is greater than income inequality. New Zealand ranks in the middle of the table, with around 50% of wealth held by the top 10%, similar to Canada, Norway and France. For the USA, 76% is held by the top 10%.

· Using the EU’s 13-item social and material hardship index (less severe hardship threshold)
:

· Material hardship rates for older New Zealanders are very low on this measure, as on MSD’s DEP-17 measure (3-4%), with New Zealand in the top 5 along with Norway and Denmark.

· New Zealand’s child material hardship rate in 2018 HES was at the median for the EU (~15%), but New Zealand rates are higher than the rates for many of the richer western European countries with whom we have traditionally compared ourselves (though similar to the UK, Spain and France).
· New Zealand’s overall material hardship rate using the EU-13 measure was 9% in HES 2018, below the OECD median of 14% (the very low rates for older New Zealanders pulls the NZ overall rate down).
· Using the common 50% and 60% BHC low-income measures, New Zealand rates for children are around the median for the OECD (50% measure) and also for the EU (60% measure), 14% and 23% respectively.

· New Zealand in-work poverty rates have trended a little below the EU median over the last decade, currently at around 8% compared with the EU median of 10% (using BHC 60 measure).

· Poverty rates for workless households in New Zealand are relatively high. For example, UK workless poverty rates are around 4x the in-work poverty rate, whereas in New Zealand they are 7x higher.
The Household Incomes Report and the associated report using non-monetary indicators (NMIs) use survey information to report on where we were around 18 months prior to publication, the trends leading up to that time, and where we sit compared with other richer nations. Together they make up a compendium of findings on a wide range of themes. They are not research reports whose findings can be succinctly presented in an Executive Summary or abstract – they are living documents, updated each year, and designed as resources for use by a wide range of individuals and groups.





The 50-page Overview and Key Findings document provides  a synthesis of the reports, integrating the incomes and NMI findings.   





This Background and Selected Findings document does not attempt to cover everything. It summarises findings on themes of general interest – household income trends, and trends in poverty, hardship and inequality rates – and then each year highlights a selection of findings on other themes. This time, the selection of other themes includes housing affordability, the working poor and international comparisons.  The reader is referred to the Overview document and to the full reports themselves for charts and further detail.








What the reports mean by poverty and material hardship





Poverty is essentially about household resources being insufficient to meet basic material needs. 





In practice, household incomes have traditionally been used to measure resources, with low incomes used as a measure of income poverty. This approach has some well-known limitations for ranking households on their material wellbeing. For example: 


some low-income households have other resources available to assist with meeting consumption needs (eg cash reserves, good stock of household appliances and other basics), and some do not


some households have very high health or debt repayment costs, or very high housing costs relative to income – using AHC incomes helps address the latter.





Over the last two decades growing use has been made of non-income measures (NIMs) to more directly measure material standard of living, and material hardship. Levels on these indices reflect the combined impact of income and the many other factors that contribute a household’s material standard of living. The overlap between the two is often only 40-50%.





The reports emphasize that income poverty (low income) and material hardship each exist on a continuum from less to more severe – they are not binary ‘in or out’ concepts, and trends and composition can be different at different depths. 





The reports use a multi-level multi-measure approach, with a supporting narrative to integrate the information into a coherent story. 


























� 	‘Sampling error ‘ is an unfortunate term as it can make it sound as if there has been a mistake (‘there is an error in the sample’). Sampling error is not the result of a mistake. 





� 	P10 is 10% up the distribution (the top of the bottom decile).  P80 is 80% up the distribution, and so on. 


� 	105% of the minimum wage is used as a measure of low wages for illustrative purposes - see Section J in the full Incomes Report for more detail..


� 	MSD’s 2008 Living Standards Survey and the HES (more recently) enable a reasonable though not perfect replication of the EU-13 index. 





