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The ELSI measure

The analysis in this report is made possible by the development of a living standards measure that is applicable to the general population. The ELSI is based on what people are consuming, their various forms of recreation and social participation, their household facilities and so on, rather than being calculated from the resources (income, financial resources and assets) that enable them to do those things.

The development of this scale involved identifying a set of items that individually have a strong relationship to living standards and determining the best way of combining them to produce a scale that is valid for its intended purpose and offers the maximum amount of accuracy. 
The ELSI scale is based on a large number of indicative items about a family’s household amenities, personal possessions, social and recreational activities, ability to have preferred foods, access to important services (eg medical treatment) and such like. It also includes three general self-ratings, which enable people to give their own assessment of their standard of living, their satisfaction with their standard of living and the adequacy of their income to meet their everyday needs. Thus, although the majority of the scale items relate to specific activities, possessions, amenities, etc, the resulting scale also reflects people’s self-perceptions. The contribution of the self-ratings to the ELSI score is proportionately greater at the higher end of the scale than at the lower end. There is a considerable degree of concordance between the different types of information, this being one of the statistical conditions that was necessary for the scale to be specified.
 
Although the theoretical basis of the ELSI scale is complicated, as is the statistical analysis used to produce it and establish its credentials, the measure itself is simple. It uses information from 40 items, specified in a standard way, that is combined by means of a straightforward procedure to give a numerical score for each person. The full account of the methodology of this measure is provided in Direct Measurement of Living Standards: The New Zealand ELSI Scale.

The items in the ELSI measure are summarised in table 2.1. Appendix A provides more detailed information on the items in the ELSI scale and the specification of the scale formula.
Table 2.1 Items on the ELSI scale 
	Economising items
	Ownership restrictions (did not own because of cost)
	Social participation restrictions (did not do because of cost)
	Self-assessments of standard of living 

	Less/cheaper meat
	Telephone
	Give presents to family/friends on special occasions
	Standard of living self-rating

	Less fresh fruit/vegetables
	Secure locks
	Visit hairdresser once every three months
	Adequacy of income self-rating

	Bought second-hand clothes
	Washing machine
	Holiday away from home every year
	Satisfaction with standard of living self-rating

	Worn old clothes
	Heating in main rooms
	Overseas holidays once every three years
	

	Put off buying new clothes
	Good bed
	Night out once a fortnight
	

	Relied on gifts of clothes
	Warm bedding
	Have family or friends over for a meal at least once a month
	

	Worn-out shoes
	Winter coat
	Space for family to stay the night
	

	Put up with cold
	Good shoes
	
	

	Stayed in bed for warmth
	Best clothes
	
	

	Postponed doctor’s visits
	Pay TV
	
	

	Gone without glasses
	Personal computer
	
	

	Not picked up prescription
	Internet
	
	

	Cut back on visits to family/friends
	Contents insurance
	
	

	Cut back on shopping
	Electricity
	
	

	Less time on hobbies
	
	
	

	Not gone to funeral
	
	
	


ELSI intervals 

The procedure for combining the information on the items produces a score that can range from 0 to 60. The size of the score indicates how well the person is faring, with a low score indicating a low living standard (implying that the person is not able to have or do things they want to, economises a lot and perceives themselves as doing poorly). A high score indicates a high living standard (implying that the person is able to have or do things they want to, does not economise a lot and perceives themselves as doing well).
 Direct Measurement of Living Standards: The New Zealand ELSI Scale
 gives more details on the scale scores and the specification of the living standards intervals. 
To permit the easy presentation of the way in which the scores of groups are distributed across the scale, the range has been divided into seven intervals. These are designated numerically from level 1 (containing those with the lowest living standards) to level 7 (containing those with the highest living standards).
 Table 2.3, later in this chapter, gives a summary of the scale scores and intervals.
 
Labelling the living standards levels

The labels were assigned on the basis of the calibration results (presented later in this chapter). The label chosen for a particular living standard level was intended to provide a simple summary of the living standard picture given by the calibration results for that level. 
The labels that have been used are the ones suggested in Direct Measurement of Living Standards: The New Zealand ELSI Scale
. There is an unavoidable element of arbitrariness in the assignment of such labels, and people will have different opinions about the words that might sensibly be used to characterise the living standards at the different levels. With these caveats, the labels are as follows: 

· “severe hardship” for level 1
· “significant hardship” for level 2

· “some hardship” for level 3
· “fairly comfortable” living standard for level 4
· “comfortable” living standard for level 5

· “good” living standard for level 6 

· “very good” living standard for level 7.
In some analyses given later in this report, it has been convenient to further aggregate the scale into just four intervals. These are:
· levels 1 and 2 combined, described as “severe and significant hardship”
· level 3, described as “some hardship”
· levels 4 and 5 combined, described as a “comfortable” standard of living 

· levels 6 and 7 combined, described as a “good” standard of living.
This level of aggregation has primarily been used in chapter 5, which examines the living standards of older New Zealanders. The greater aggregation has been necessary due to restrictions in sample size.

Unit of analysis

The ELSI scale was derived from data in which the individual was the unit of analysis. As previously indicated, the data was collected through interviews in which each respondent gave information on his or her circumstances in the context of the EFU of which he or she was a member. (In the case of a single person who is not caring for dependent children, the person’s EFU is simply themselves.) Some of the questions that were asked of respondents (such as those about personal clothing – eg possession of a warm winter coat) were particular to the respondent, while others (such as those relating to non-personal household amenities, such as a washing machine) related to the respondent’s EFU. In the analysis carried out to develop the ELSI scale, questions of both types were regarded as providing information about the respondent. Thus the above illustrative items might have led to this respondent being characterised as a person who had a warm winter coat and the advantages of being in a household with a washing machine.

For the purposes of the analysis, the assumption has been made that it is sensible to speak of the living standard of the EFU as a whole, and that the EFU’s living standard is indicated by the ELSI score of the respondent. In other words, the members of the EFU are considered to have a broadly common standard of living, which is estimated with reasonable accuracy by the respondent’s score. 
The assumption of a broadly common standard of living within EFUs will not always be true. Some EFUs may arrange their affairs so that some members have a lower living standard than the respondent, and others so that other members have a higher living standard. This will not distort the types of results given in the present report if the departures from the assumption occur in both directions. In that case, through a process of “swings and roundabouts”, the effects will tend to average out. As referred to previously, it could be possible to examine how well this condition holds in future research. 
For an EFU with dependent children, each child is regarded as having the EFU’s ELSI score. However, describing a child as having an ELSI score of, for example, 37 does not involve making any particular claim about the implications for the child; clarifying the implications will require a different type of research that examines the connection between living standard scores and children’s development. In the present context, describing the child as having an ELSI score of 37 is just a shorthand way of saying that the child is in an EFU with an ELSI score of 37.

In terms of thinking about the living standards of children, there is research to suggest that some parents may tend to make sacrifices to shield their children from the impact of the family’s low overall living standards.
 This points to the need for caution in inferring a judgement of the implications of low ELSI scores for child wellbeing. 
Some of the results (eg those regarding families with dependent children) are at the EFU level rather than the individual level.

Calibration of the ELSI scale

The calibration allows interpretation of the score range. It permits a judgement to be made about how the living standard of people at a particular level can reasonably be described. 
In order to find a simple way to describe what it means to be at various points on the living standards scale, an analysis was undertaken that identified a set of items referred to as “basics” and another set of items referred to as “comforts/luxuries”. Examples of the 19 basic items are a telephone, a washing machine, heating for all main rooms, warm bedding, fresh fruit and vegetables, and doctor’s visits. Examples of the 13 comfort/luxury items are overseas holidays, a holiday away from home and never cutting back on items such as meat or clothes because of cost.

Basic items relate to things whose absence would be widely regarded as implying deprivation. The surveys provided data that permitted the use of several criteria for identifying basic items. Briefly, an item is considered a basic if it is wanted by most people in the survey, is considered important by most people in the survey, has high discriminating power in the lower part of the scale (with people in the upper part of the scale being unlikely to lack the item) and is something that is commonly regarded as important to an acceptable standard of living. Application of these criteria produced a set of 19 basic items.

A respondent’s score for lacking basics was the sum of the total number of basics that were lacked for reasons of cost, as a proportion of the total number of basics that were wanted from the set. The score was therefore a measure of the extent to which the respondent was unable to have the basics they wanted. A value of 0.25, for example, indicated that the respondent lacked a quarter of the basics that they wanted but could not have because of cost. 

Comforts and luxuries are a set of items that many people regard as desirable, but few regard as indispensable; they give the owner a higher standard of living than can be achieved through considering basics alone. An item is considered to be a comfort/luxury if it has discriminating power at the upper part of the scale and is something that is commonly regarded as being a comfort or luxury (rather than a basic item). 

While basics are wanted by almost everyone, preferences are more varied in relation to luxuries. Not everyone wants an overseas holiday, but virtually all want fresh fruit and vegetables. For this reason, the criteria for selecting comforts and luxuries does not include requirements for them to be important to most people or wanted by most people.
 
Based on the above criteria, 13 items were selected for measuring comforts/luxuries. The procedure used for calculating a respondent’s score for attaining comforts followed similar procedures to that used for a calculating respondent’s basic items score (see table 2.2). 
Table 2.2 Items used in the calibration of the ELSI scale 
	Basics lacked because of cost
	Comforts/luxuries had

	Had less fresh fruit/vegetables 
	Never buy less/cheaper meat because of cost

	Bought second-hand clothes 
	Never put off buying new clothes because of cost

	Had worn-out shoes
	Never cut back on shopping because of cost

	Put up with feeling cold 
	Have best clothes for special occasions

	Stayed in bed for warmth 
	Have pay TV

	Postponed doctor’s visits 
	Have personal computer

	Gone without glasses 
	Have internet

	Not picked up prescription 
	Never spend less time on hobbies because of cost

	Did not have telephone 
	Have holiday away from home every year

	Did not have secure locks 
	Have overseas holidays once every three years

	Did not have washing machine 
	Standard of living self-rating “very high”

	Did not have heating in main rooms 
	Adequacy of income self-rating “more than adequate”

	Did not have good bed 
	Satisfaction with standard of living self-rating “very satisfied”

	Did not have warm bedding 
	

	Did not have winter coat 
	

	Did not have good shoes
	

	Did not have contents insurance 
	

	Not giving presents to family/friends on special occasions 
	

	Not gone to funeral 
	


The calibration involved, on the one hand, calculating the extent to which people at the various intervals lack the basics they say they want and, on the other hand, calculating the extent to which people at the intervals have the comforts/luxuries they say they want.
 The rationale for this approach is that people with a very low standard of living can be expected to lack many basics and to be virtually without comforts and luxuries. By contrast, people with a very high standard of living can be expected to lack no basics and to have most (or all) of the comforts and luxuries that they want. A person with an ELSI score representing an intermediate living standard can be expected to fall between those extremes – that is, to lack some basics but also to have some comforts and luxuries. 
The calibration results on comforts/luxuries and lack of basics are shown in figure 2.1. People in level 1 lack on average 39% of the basics, people in level 2 lack on average 22% of the basics and those in level 3 lack on average 13% of the basics. The percentages decline further as living standards rise, and people in levels 6 and 7 effectively do not lack any basics. The reverse pattern is found in relation to the comforts/luxuries. People in level 1 have on average only 10% of the comforts/luxuries that they want but the percentage rises progressively across the living standard levels and people in level 7 have on average 87% of the comforts/luxuries that they want. Even at the lowest living standard level, people still usually have a small number of the comforts that they want. This finding is consistent with other research which suggests that people often make trade-offs in their consumption behaviour.
 Such trade-offs can be the result of people’s different tastes, preferences and priorities, as well as their consumption history (eg purchasing a durable comfort item when they had a higher income than they do now). 
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Concomitant information for calibration

This section describes measures which provide concomitant information helpful to the interpretation of the ELSI scale scores. This concomitant information offers an additional perspective of the meaning of the scores because the items used are not part of the ELSI scale. The items are of three types: serious financial problems, accommodation problems and the enforced lack of child basics (for EFUs with dependent children).

Serious financial problems

Incidence of serious financial problems was assessed using six items which examined the extent to which the respondent had experienced financial difficulty in the preceding 12 months. The items were:

· couldn’t keep up with payments for electricity, gas or water
· couldn’t keep up with payments for mortgage or rent
· couldn’t keep up with payments for such things as hire purchase, credit cards or store cards
· borrowed money from family or friends to meet everyday living costs
· received help in the form of food, clothes or money from a community organisation such as a church
· pawned or sold something to meet everyday living costs. 
Accommodation problems

These items measure the extent to which the respondent has problems with their current accommodation. Analysis of the 15 accommodation items included in the survey suggested that three items (problems with pollution, noise and other problems) did not fit well with the others, so they were not used. The 12 items that were retained concerned problems with: 

· draughts
· dampness

· plumbing

· wiring
· interior paintwork
· windows
· doors
· the roof

· piles or foundations
· exterior paintwork
· fencing
· paving.
Enforced lack of child basics

Respondents with children provided information on an additional set of items relating specifically to their children. These items were analysed to identify and exclude ones that had insufficient discriminating power or had different response patterns for different subgroups. Items that were strongly age-related (such as ownership of a PlayStation) were also removed. From the items that remained, a selection was then made of a set of 12 basics specifically relating to children. The selection criteria were the same as the criteria used to select the general set of basics. 
The child basics were:

· postponed child’s visit to the doctor because of cost
· postponed child’s visit to the dentist because of cost

· child wore poorly fitting clothes/shoes because of cost
· did not have suitable wet weather clothing for each child because of cost
· did not have a pair of shoes in good condition for each child because of cost

· did not have a child’s bike because of cost
· had not bought children’s books because of cost

· child went without cultural lessons because of cost

· had limited space for child to study or play because of cost

· did not have child’s friends over for a meal because of cost

· did not have enough room for child’s friends to stay the night because of cost

· did not have child’s friends over for a birthday party because of cost.
The distribution of concomitant information across the living standard scale

The calibration results obtained from these types of concomitant information are shown in figure 2.2.
For financial problems, the pattern is similar to that found for the enforced lack of basics (figure 2.1). People in level 1 have an average of 52% of the listed serious financial problems. The proportion declines progressively across the living standard levels, with people in levels 6 and 7 having an average of 2% and 1% of the problems respectively.
 

The accommodation problems results have a similar pattern to those for serious financial problems and lack of basics. The incidence of accommodation problems decreases as living standards increase. At level 1, the average proportion of accommodation problems is 34%; by level 7, it has decreased to 4%.
 

Analysis of the enforced lack of the child-specific basics shows a similar pattern to that for the primary set of basics – that is to say, the incidence of enforced lacks of child basics decreases as living standards increase. EFUs with dependent children in level 1 lack an average of 24% of the child-specific basics, EFUs in level 5 lack on average 1% and EFUs in levels 6 and 7 do not effectively have any enforced lack of child basics.
 


[image: image2]
Combining basics, comforts/luxuries and concomitant information

A clearer sense of the way in which living standards differ from one level to the next is conveyed by combining the results of figure 2.1 and figure 2.2 into a single table, given below. 
Table 2.3 Calibration summary 
	ELSI score range
	ELSI level
	Calibration results
	Living standard label

	0–15
	Level 1
	Lack 39% of basics

Have 10% of comforts/luxuries

Have 52% of the financial problems

Have 34% of the accommodation problems

Lack 24% of the child basics
	“Severe hardship”

	16–23
	Level 2
	Lack 22% of basics

Have 16% of comforts/luxuries

Have 38% of the financial problems

Have 28% of the accommodation problems

Lack 13% of the child basics
	“Significant hardship” 


	24–31
	Level 3
	Lack 13% of basics

Have 23% of comforts/luxuries

Have 23% of the financial problems

Have 22% of the accommodation problems

Lack 7% of the child basics
	“Some hardship” 

	32–39
	Level 4
	Lack 6% of basics

Have 30% of comforts/luxuries

Have 14% of the financial problems

Have 17% of the accommodation problems

Lack 3% of the child basics
	“Fairly comfortable” living standard


	40–47
	Level 5
	Lack 2% of basics

Have 43% of comforts/luxuries

Have 6% of the financial problems

Have 11% of the accommodation problems

Lack 1% of the child basics
	“Comfortable” living standard


	48–55
	Level 6
	Lack 0% of basics

Have 63% of comforts/luxuries

Have 2% of the financial problems

Have 7% of the accommodation problems

Lack 0% of the child basics
	“Good” living standard


	56–60
	Level 7
	Lack 0% of basics

Have 87% of comforts/luxuries

Have 1% of the financial problems

Have 4% of the accommodation problems

Lack 0% of the child basics
	“Very good” living standard



Living standard vignettes

An additional way of using the ELSI calibration data is to present a series of brief illustrative case histories (vignettes) that are characteristic of EFUs at different living standard levels. This is done below. The vignettes are based on the statistical information concerning access to comforts and restrictions of basics, and the concomitant information regarding serious financial problems, accommodation problems and restrictions in child basics. Vignettes are presented for EFUs with dependent children and EFUs without dependent children. The vignettes do not describe particular people or EFUs: they are composite pictures constructed from the statistical results. There are a number of ways to explain what it means to be at various intervals on the ELSI scale and the vignettes are but one example. Those not interested in the vignettes presentation should go directly to the second part of this chapter, where we discuss interpreting the changes in ELSI scores. 
EFUs in level 1 (ELSI score 0–15)

Statistical description: At this level people lack on average 39% of the basics they want, and have only about 10% of the comforts they want. Additionally, they have 52% of the serious financial problems and 34% of the accommodation problems. EFUs with children lack an average of 24% of the child basics. 
Level 1 EFU with dependent children 
Catherine is a single mother who has an eight-year-old son; together they live in a house rented from a private landlord. Catherine’s only source of income is the Domestic Purposes Benefit; last year she lost her part-time job when the local frozen-food factory closed down. Catherine lacks many of the basics that she considers important – she often goes without fresh fruit and vegetables, relies on second-hand clothing, wears worn shoes and cannot afford contents insurance for her home. She has poor eyesight, but has been putting off getting a new pair of glasses because of the cost. She does not have secure locks on her doors, and she cannot afford to buy presents for her parents or for her sister at Christmas time. The one comfort for her is that she has recently been given a second-hand computer, which her son uses for his school assignments. Catherine has a number of financial problems – she is sometimes unable to pay her electricity bill on time, she is currently behind on her rent and sometimes cannot make her hire-purchase repayments on time. In addition, she has problems with her accommodation – in particular, problems with the wiring, the outside paintwork, sunken piles and a broken fence. Finally, she is feeling distressed that her limited finances restrict not only her own life, but also that of her son. Although she is able to feed and clothe him adequately, he is a very sociable boy who would like to bring his friends home for a meal and to stay overnight. She has curtailed these activities because of the strain on her budget, and recently decided that she could not give him the birthday party that he had been hoping for, with invitations to all his friends. 
Level 1 EFU without dependent children 

Stephen is a benefit recipient. He is single and lives in a flat with three others. Since leaving school he has been unable to find work. Stephen has very few basics that he wants – he does not own a comfortable bed or have sufficient blankets to keep him warm in winter, he does not own a winter coat and does not have a good pair of shoes. Instead, he continues to wear an old worn-out pair of shoes. He has no insurance, and economises a lot on fruit and vegetables. He became quite sick during the winter, but was unable to afford a visit to the doctor. Stephen does have one comfort – he enjoys rugby, and plays for his local club. Stephen has a number of financial problems – he is unable to make the minimum payments for his credit card, he sometimes borrows money from others, and relies on gifts of food and money from his family. Also, the flat that he is sharing is quite run-down – as well as being draughty and damp, it has problems with the plumbing, and some of the doors don’t close properly.

Terminology: For descriptive purposes, level 1 is characterised in this report as “severe hardship”. 
EFUs in level 2 (ELSI score 16–23)

Statistical description: At this level people lack on average 22% of the basics they want and have only about 16% of the comforts they want. Additionally, they have 38% of the financial problems and 28% of the accommodation problems. EFUs with children lack on average 13% of the child basics.

Level 2 EFU with dependent children
Matiu and Paula are a married couple with two children under the age of five: a boy and a girl. Recently they purchased their first home, an old two-bedroom house with a small study and a workshop. A large proportion of their income now goes towards their mortgage repayments. Matiu works as a human resource officer for a small forestry company. Until their first child was born, Paula worked for the same firm. She has been offered the opportunity to return to work, but has been discouraged from doing so by the high childcare costs and the resultant small financial advantage that working would bring. Matiu and Paula lack some of the basics that they want – they do not have appropriate locks for their house, and neither has a winter coat to keep them warm. Matiu has sometimes postponed visits to the doctor, and, at times, failed to pick up prescriptions from the pharmacy. However, they do have several comforts that they want – they have a subscription to pay TV and both have nice clothes for church. Matiu and Paula have some financial problems – last month they couldn’t pay their phone bill or their credit card bill on time. In addition to this, their house needs work to be done on it – they have noticed some dampness through the floor, the kitchen really needs a new coat of paint and the fence is on a lean. Also, some of the electrical plugs don’t always work. With regard to child basics, their son has grown out of his raincoat, and both children have clothes and shoes that are becoming tight because Matiu and Paula have been putting off buying replacements.

Level 2 EFU without dependent children

Paul and Rebecca have been living together for just over a year. Both are still studying at university, and Rebecca will complete her degree next year. As neither of them qualifies for the student allowance, they are both dependent on what they receive from the living costs entitlement of the Student Loans scheme. Both work part-time: Paul at the supermarket and Rebecca as a waitress in a café. They lack some of the basics that they want – they cannot afford to heat their flat adequately, and they have to put up with feeling cold. Their bed is too small for them, and cost recently prevented Paul from going to an old school friend’s funeral in another city. They have some comforts and luxuries that they want – Rebecca has a personal computer, which Paul also uses, and they have access to the internet from home. They have some financial problems – last month they had to borrow some money from Paul’s father to pay their rent on time, and they rely on the occasional gift from their parents (for instance, Rebecca’s mum took her shopping for some clothes last week). They have quite a few problems with their flat, including broken paving, a leak in the roof, an uneven floor and windows that do not open. 
Terminology: For descriptive purposes, level 2 can be characterised as “significant hardship”. 
EFUs in level 3 (ELSI score 24–31)

Statistical description: People in this level lack on average 13% of the basic items they want and have 23% of the comfort items they want. Additionally, they have 23% of the financial problems and 22% of the accommodation problems. EFUs with children lack an average of 7% of the child basics.

Level 3 EFU with dependent children
Frank and Kelesi were both born in Tonga and moved to New Zealand about three years ago, shortly after they were married. Two years ago, they had a baby boy. Frank works at the petrol station, mainly on night shift, and Kelesi works one day a week for a commercial cleaning company. They have had to economise on some basic items that they want – they are unable to heat all their main rooms during winter, so instead just heat the lounge. Also they have an old bed that has begun to sag. They have been intending to replace it, but are presently unable to do so because of the cost. Frank and Kelesi have some comforts and luxuries – they have some nice clothes for special occasions, they have pay TV and Kelesi has joined the social netball team associated with their local church. They have one financial problem – they have high repayments for a number of hire-purchases, and sometimes they cannot pay the bill on time. Also, they have several accommodation problems – their flat is draughty, one or two doors do not open properly and their boundary fence is in need of repair. Finally, although they have been able to provide most of the basics needed by their son, and are building up a small collection of books for him, their flat is not particularly suitable for a family with a child, and provides very little space where he can safely play.

Level 3 EFU without dependent children
Tony and Suzanne are both middle-aged and live in their own home. Tony has been out of work for about three years as a result of a serious workplace accident; he continues to receive regular treatment, but is unlikely to ever return to full-time work. Their main source of income is from Suzanne’s job: she works as a receptionist for a real estate agent. Living on only one income has meant that their mortgage repayments are now a substantial drain on the amount of money they have to spend. They lack several basics that they would like – they no longer have contents insurance for their home, and Suzanne has postponed getting new reading glasses. However, they have some of the comforts that they desire – they go camping with friends every year and Suzanne is able to buy some nice clothes. Tony is also able to spend time on his hobbies: wood-carving and glass-blowing. Recently they had to replace the washing machine, a cost that ran down their finances, so they had a garage sale to sell unwanted possessions to help them meet some of their day-to-day expenses. Their house needs some maintenance work that they have been putting off – they have problems with the plumbing, the interior paintwork and some of the windows stick.

Terminology: Level 3 can be characterised as “some hardship”. 
EFUs in level 4 (ELSI score 32–39)

Statistical description: At this level people lack on average 6% of the basics they want but have 30% of the comforts they want. Additionally, they have 14% of the financial problems and 17% of the accommodation problems. People with children lack 3% of the child basics.

Level 4 EFU with dependent children
Jim is a sole parent with two teenage sons. He works as a car salesperson in the Manawatu, and owns his own home. Jim has most of the basic items that he wants although cost prevented him last month from attending the funeral of his uncle who lived in the South Island. He has some of the comforts that he considers important – regular holidays away from home with his children, pay TV and a computer with internet access. Jim has one financial problem – electricity and gas bills can be expensive in winter, and he sometimes has difficulty making payments on time. In addition he has been putting off some needed home repairs – replacement of several cracked window panes and leaky spouting. Jim is unable to afford one child basic – recently his elder son’s bike was stolen, and at present Jim is unable to replace it.

Level 4 EFU without dependent children
Fiona is 27 years old. She works as a payroll officer in the head office of a bank. For the last year she has been living alone in a house rented from a private landlord. With one exception, Fiona has almost all the basics that she wants. She has been putting off a visit to her optician – she is afraid she may need to replace her contact lenses, which would be a major expense for her. She has some of the comforts that she wants – she enjoys cooking and likes being able to afford more expensive cuts of meat, and last month she bought a new computer on hire-purchase and is now able to surf the internet from home. She has just returned from a 10-day trip to Sydney where she caught up with some old friends who moved there a couple of years ago. Fiona has one financial problem. She has a large amount of debt on her credit card and she is having difficulty paying this back. Fiona also has some problems with her accommodation – the interior paintwork is shabby and some of the piles have sunk.

Terminology: This level can be described as a “fairly comfortable” standard of living.

EFUs in level 5 (ELSI score 40–47)

Statistical description: People in this level lack on average 2% of the basics they want and have 43% of the comforts they want. Additionally, they have 6% of the financial problems and 11% of the accommodation problems. EFUs with dependent children lack 1% of the child-specific basics. 
Level 5 EFU with dependent children
Tu and Mary have been married for 18 years. They have two children, aged 11 and 14. Tu describes himself as Māori, and Mary describes herself as Päkehä. Twelve years ago they bought their first house. They lack almost none of the basics that they want, and have many of the comforts that they desire – they have regular holidays away, pay TV and a computer with an internet connection, and they are able to buy high-quality steak for the barbecue in summer. They feel very satisfied with their standard of living. They have no financial problems. In recent months, Tu has been making use of the fine weather to do quite a lot of work on their house and the only task remaining on his list is the replacement of some rusty roofing iron. Both their children are doing well at school and are able to participate in the activities that they want to. For instance, their eldest child plays cricket for his school and Mary often drives him and his teammates to matches. They do not lack any child-specific basics.
Level 5 EFU without dependent children 

Teddy, aged 32, and Leilani, aged 31, live together in a two-bedroom flat. Teddy, who comes from England, works in a helpdesk call centre while Leilani does temping work as a PA. They met four years ago when Leilani was living in London on her OE. When Leilani returned to New Zealand last year, Teddy accompanied her. In a few months they intend to marry, something that they are now saving for. They would like to start a family in a couple of years. They lack almost none of the basics that they want, and have many of the comforts that they desire – they have a computer with internet access, both wear nice clothes, and Teddy has just joined the local tramping club and begun to purchase outdoor gear. They regard their income as more than adequate to meet their everyday expenses. They have no financial problems, and only a minor problem with their accommodation – a couple of windows rattle in the wind. 

Terminology: Level 5 is described as a “comfortable” standard of living.

EFUs in level 6 (ELSI score 48–55)

Statistical description: At this level people lack a negligible proportion (0.4%) of the basics they want and they have 63% of the comforts they want. Additionally, they have 2% of the financial problems and 7% of the accommodation problems. EFUs with children lack 0.3% of the child basics.

Level 6 EFU with dependent children
Glen and Helen have a daughter aged 14 and a son aged 12. Glen is self-employed: he runs a plumbing business. Helen works part-time as a bank teller. They lack none of the basics that they want, and have almost all the comforts that they want – Helen is able to spend time making pottery, she can buy new clothes when she wants to and can go away on holiday reasonably often. Glen can watch live sport on TV, surf the internet and go shopping when he feels he wants to buy something. They don’t economise on buying the types of food that they like to eat. They regard their income as more than adequate to meet their day-to-day needs. They have no financial problems at all, and only a very minor accommodation problem – although their bathroom is functional, the décor is a little dated. They have encouraged the musical interests of their daughter, who has regular clarinet lessons, but are concerned that they have been a little too generous in buying skating clothing for their son. Their children lack no child basic items.

Level 6 EFU without dependent children 
David and Elizabeth have been married for over 40 years. David is 72 and Elizabeth is 68. They have owned their own home freehold for nearly 20 years and are now receiving New Zealand Superannuation, which augments the modest income they receive from some investments. They lack none of the basics that they want, and have almost all of the comforts that they want. They have regular holidays staying with friends and family. David enjoys having time to spend in the garden, and has recently built a hothouse. Elizabeth was recently persuaded by a friend to join a sketching club, and joins in regular excursions to draw buildings of historic interest. They both feel able to purchase new clothes when they want to, including the new suit that David bought for his granddaughter’s wedding. In addition to pay TV, they have a personal computer and access to the internet. They have always hoped to go on a major overseas trip. Since childhood Elizabeth has dreamed of seeing the pyramids; however, they have reluctantly decided that this would make too big a dent in their modest capital. Despite this, they feel their income is more than adequate to meet their needs. They have no financial problems, and their house is generally in good condition, although there are some minor items of section maintenance that need attention. 

Terminology: People in this category are described as having a “good” standard of living.
EFUs in level 7 (ELSI score 56–60)

Statistical description: At level 7 people lack 0.1% of the basics that they want, and have the majority (87%) of the comforts they want. Additionally, they have 1% of the listed financial problems and they have on average only 4% of the accommodation problems. EFUs with children lack 0.1% of the child basics.

Level 7 EFU with dependent children 

Toby and Nicola are both in their mid-30s. They have one child aged 2½, a boy. Both are working full-time in professional positions – Toby as a commercial lawyer and Nicola as a project manager. They bought their first home five years ago, and anticipate paying off their mortgage next year. They intend to move into a bigger house before they have their next child. To enable both of them to work full-time, it is necessary that their son is in childcare; however, this does not put a dent in their budget. They lack none of the basics, and have nearly all of the comforts that they want – they buy what they want as the need arises. They are very satisfied with their standard of living, and feel they have a high standard of living. Their income is more than adequate to meet their needs. Their accommodation is in excellent condition and they like to keep it this way. For instance, they have just repainted and repapered the lounge after their son drew on the walls with his felt-tip pen. They have no financial problems, and are lacking no child-specific basics.

Level 7 EFU without dependent children 
John and Sue have been married for 31 years. They have two children aged 23 and 26; both have left home. John is a branch manager for a large building supplies company; Sue works in an administrative position for a government department. Despite having a good combined income, they had to be quite careful with their money while they supported their children through university. Now that their children have finished studying, and they have finished paying off the mortgage, John and Sue are enjoying having more freedom in how they spend their money. They have all the basics, and a lot of the comforts and luxuries that they want. The one exception is that they are unable to afford a new boat. They have been using their existing boat for a few years, but would like something bigger. They accept that it will take them a few years to save enough money to buy the type of boat that they want. Overall, they feel they have a high standard of living and their income is more than adequate to meet their needs. They have no financial problems, and their house is in excellent condition.

Terminology: For descriptive purposes, people in this level can be described as having a “very good” standard of living. 
New developments with regard to measuring living standards

Since the publication of New Zealand Living Standards 2000,
 MSD has produced a report on a short-form measure of ELSI known as ELSISF.
 The ELSISF is a shortened version of ELSI, designed to be able to be included in any social survey or the evaluation of social interventions, where there is a need to understand the relationship between living standards and other social phenomena. The ELSISF will be used in the Statistics New Zealand Household Economic Survey from 2007. Further, the ELSISF will be trialled by the Ministry of Health in the New Zealand Health Survey in 2006/2007. For further information on ELSISF refer to ELSI Short Form in User Manual for a Direct Measure of Living Standards.

Interpreting changes in ELSI scores 
Describing the magnitude of differences 
Subsequent chapters of this report give survey results on living standards in 2004, with comparable results for 2000 used to identify any changes. This is done for the population as a whole and a wide range of sub-populations (ethnic groups, age groups, occupation groups and so on). 
The issue arises as to how the changes should be interpreted. The simplest indicator of a change for a group is the difference between the mean ELSI score in 2000 and 2004. To discuss the differences in a straightforward way, it is necessary to have a sense of what constitutes a substantial or large change and what constitutes only a small (or negligible) change.

Some guidance is provided by the range of the ELSI measure, which gives scores from 0 to 60. The distribution is asymmetrical, with a negative skew – there are very few people with scores between 0 and 5 ELSI points, but rather more with scores between 55 and 60 points. The intervals that define the ELSI levels 2–6 are 7 points wide.
 Thus, for example, the score difference between people at level 4 and level 5 will be on average around 7 points. The calibration information provided earlier in this chapter shows that the people at two adjacent levels have living standards that on average are substantially different. Having regard to these features of the scale, it may be concluded that a difference of only 1 or 2 points is of little importance but that a difference of 15 points, for example, indicates a large difference in living standards, with important practical implications and major significance for policy.

Another source of guidance for describing differences is provided by the dispersion of scores, as indicated by their standard deviation. For the 2004 population, ELSI scores have a standard deviation of 14. A difference of a whole standard deviation between two group means is conventionally considered large, and a difference of half a standard deviation is very substantial. Conversely, a difference of only one-tenth of a standard deviation can be regarded as small, and in many contexts is of little practical importance.

In the present report, the following broad guidelines have been used in referring to differences between ELSI scores:
Size of difference (d)

Description 

0 up to 2 (0 ≤ d < 2) 
The difference is very small or negligible; the means are very similar; the means indicate very little difference.
2 up to 5 (2 ≤ d < 5)
The difference is small or moderate; those in the lower group have slightly or moderately lower living standards. 

5 up to 10 (5 ≤ d < 10)
The difference is appreciable or considerable or substantial; those in the lower group have appreciably or considerably or substantially lower living standards.
10 up to 15 (10 ≤ d < 15)
The difference is large; the difference between the means indicates a big difference in living standards; those in the lower group have much lower living standards.
15 or more (15 ≤ d)
The difference is very large; the difference between the means indicates a very big difference in living standards; those in the lower group have very much lower living standards.
The issue of describing and interpreting differences in ELSI scores has been raised in the context of making comparisons between the two periods (2000 and 2004). It also arises in comparing different groups in the same survey (eg in comparing 2004 New Zealand Superannuitants with people in 2004 who were not superannuitants). The guidelines apply also in the latter context. 

The guidelines relate to what size of difference can be regarded as substantial, of practical importance, and sufficient to be of interest. This is not the same as the issue of whether the difference is “statistically significant”: that is to say, it is unlikely to be just a result of chance variation that is an unavoidable consequence of the results being derived from a sample. Both of the living standard surveys had comparatively large samples (6796 in 2000 and 4989 in 2004). This makes it possible to identify differences between the two years that are too small to be of practical consequence but are statistically significant none the less. Such differences could be described as “real but unimportant”. Conversely, even with large samples, multiple breakdowns of the data can result in subgroups that are too small for statistical significance to be established even when observed differences are very large. Such differences could be described as “important if true for the population but quite possibly not true”.

Underlying patterns of change

The analysis presented in this report is largely descriptive, following the framework used in the earlier report New Zealand Living Standards 2000.
 The report gives 2004 ELSI distributions and means for the population as a whole, major sub-populations (eg families with children, Mäori) and groups formed by further statistical breakdowns within those sub-populations. The report gives discrete results for literally dozens of groups, many of which are overlapping as a consequence of different breakdowns being made for different purposes. For most of these groups,
 the 2004 results are supplemented by results from 2000 to permit comparisons to be made. 
Although the focus here is on reporting results rather than seeking to explain them, we augment this by seeking to identify broad connections between them and provide some interpretive comment. Without this, the huge array of discrete results would be difficult to assimilate and more likely to cause the reader to feel overloaded than informed.

For this reason, the main analysis of the data was supplemented by an exploratory examination, using regression procedures, of whether it is possible to identify a comparatively simple pattern that links the superficially complex set of differences between subgroup scores in 2000 and 2004. The goal was to identify a parsimonious set of personal and/or family characteristics that represent a greater impediment to achieving good living standards in 2004 than they represented in 2000. 
The exploratory analysis began by identifying a set of basic factors that explain variations in living standards in a generic way (ie work equally well as explanatory variables in both 2000 and 2004). The analysis was guided by the extensive research literature on poverty and by MSD’s earlier living standards research. It serves as preliminary work to a full-scale explanatory analysis that is planned to be completed in 2007. Despite being preliminary, it clearly demonstrated the fundamental importance of a core set of variables that largely comprises the “usual suspects” in this context, and includes income, assets, accommodation costs, age and having dependent children. A second stage of analysis was then carried out to seek to identify “year-specific” effects that provide some additional level of explanation (ie are associated with differences in living standards when account is taken of income, assets and the other core explanatory variables). 
The results of this work suggest that, when other things are controlled for, the 2004 group of beneficiaries with children had a moderate and statistically significant reduction in ELSI score compared to the 2000 group. Many of the differences found for the various breakdown groups are reflections of this phenomenon, which is seen with various degrees of attenuation, depending on the proportion of beneficiaries within the breakdown group. For example, beneficiaries with children make up a comparatively small proportion of homeowners but a sizeable proportion of beneficiaries.

Other year-specific effects arise for people in accommodation rented from Housing New Zealand (with the 2004 Housing New Zealand group having lower ELSI scores than the 2000 group), and for people in EFUs who share accommodation with other family units (with people in this situation in 2004 having lower scores than people in 2000). 
These year-specific effects have a pervasive influence on the differences found between 2000 and 2004 for the breakdown groups covered. The effects are explored in various later parts of the report, with additional information sometimes provided to indicate the way in which they contribute to a group difference. Brief discussion is also included at relevant places concerning what may have caused these effects.

Before leaving this topic, it is important to note that a difference between ELSI means for 2000 and 2004 does not necessarily imply that a change has occurred for people who have been in the group throughout the period. Some or all of the difference between the means for the two years could arise from changes in membership of the group. For example, a group mean can be expected to fall if the people who come into a group over the period (eg people who come onto benefit) are more deprived in various ways than the people who depart from the group (eg beneficiaries who obtain work). Changes in membership can change a group’s profile in ways that are not necessarily reflected in changes experienced by those who have been members throughout. This will also be explored in later parts of the report.

Effect of the self-ratings: Have comparisons of ELSI scores between the surveys been distorted by changes in self-perceptions of living standard?

As described earlier, three of the 40 items in the ELSI scale are self-ratings of different aspects of respondents’ standards of living. Specifically, respondents are asked to rate their “material standard of living”, their satisfaction with their “material standard of living”, and how well their income meets their “everyday needs”.

Some reviewers who commented on the initial draft of this report hypothesised that the current “consumerist” climate, coupled with a general awareness of the buoyancy of the economy, may have caused some people to self-rate their living standard in a less favourable way than they would have done previously, even when their circumstances had not worsened (or indeed had improved). The reviewers noted that, if this has occurred, the effect would be to distort the ELSI comparisons between 2000 and 2004 by artificially depressing 2004 scores, thus leading to an impression of a fall in living standards when the drop in scores was actually a reflection of increasingly stringent standards being adopted by people in rating themselves.

This hypothesis was tested by examining whether changes between the surveys in the scores on the three self-ratings were out of line with the changes in overall ELSI scores. Of especial interest was whether they showed substantial downward movements.

The changes between the surveys are shown in table 2.4. The ratings have been scored according to the standard procedure used in the calculation of the ELSI score (with adequacy of income scored from 0 to 3, and the other two ratings scored from 0 to 4). For each measure, the difference was obtained between the means in 2000 and 2004, and this difference was then standardised using the standard deviations of the scores in the two years.
 The standardisation was made to permit comparisons that are readily interpretable. 
Table 2.4 Changes between 2000 and 2004 for the total population in the three self-rating items and in ELSI

	 
	2000
	2004
	Standardised difference between means

	Variable
	Mean
	Standard deviation
	Mean
	Standard deviation
	

	Standard of living
	2.31
	0.8
	2.25
	0.87
	-0.07

	Satisfaction with standard of living
	2.69
	0.95
	2.68
	0.96
	-0.01

	How well income meets everyday needs
	1.53
	0.97
	1.46
	0.96
	-0.07

	Sum of ratings
	6.52
	2.25
	6.39
	2.28
	-0.05

	ELSI
	40.06
	12.82
	39.67
	13.98
	-0.07


The table indicates that two of the ratings (“standard of living” and “how well income meets everyday needs”) showed the same level of change as the ELSI score, while the remaining rating (satisfaction with standard of living) showed a smaller change, although in the same direction (ie negative). For the three ratings combined, the level of change was very similar to that for ELSI, being slightly less. This shows clearly that, for the population, the small decline between 2000 and 2004 in the mean ELSI score was not driven by changes in the ratings.

It is of interest to test whether that conclusion holds for subgroups. Results for a selection of subgroups (which are not mutually exclusive) are shown in table 2.5. For each subgroup, a comparison is provided between the change in the sum of the ratings and the change in ELSI.

Table 2.5 Changes between 2000 and 2004 for the designated subgroups in the sum of the self-rating items and in ELSI

	 
	Standardised difference between means for:

	Group
	sum of self-ratings
	ELSI

	Total population
	-0.05
	-0.07

	EFUs without children
	-0.02
	-0.04

	EFUs with children
	-0.08
	-0.10

	Beneficiaries with children
	-0.18
	-0.34

	All beneficiaries
	-0.14
	-0.23

	Māori
	-0.04
	-0.08

	Pacific peoples
	-0.21
	-0.18

	European
	-0.04
	-0.06


For all but one of the groups, the sum of the self-ratings shows a downward movement that is less than the downward movement in ELSI. For the one group that departs from this pattern (ie Pacific peoples), the sum of the self-ratings shows a greater downward movement than ELSI, but only by a small margin (–0.21 compared with –0.18). The results point strongly away from the idea that inclusion of the self-ratings in the ELSI scale has caused the scale scores to be depressed over time. The results also point away from the possibility that the self-ratings are volatile and that their inclusion has caused ELSI to exaggerate the size of living standard changes. In terms of their contribution to the assessment of change, they seem to be have been “well behaved”.

Effect on ELSI scores of changing expectations about access to consumption

In New Zealand Living Standards 2000
 all results related to the same point in time. As a consequence, all comparisons were cross-sectional, eg between the ELSI distributions of families with children in 2000 and families without children in 2000. Because there was no information on changes in ELSI distributions over time, the issue did not arise as to how the scale may be affected by changing expectations about access to consumption. However, the issue has greater relevance to the present report, for while there remains a strong focus on cross-sectional comparisons, there is also an interest in identifying changes that have occurred between 2000 and 2004. Accordingly, the issue is examined below, as background to subsequent chapters giving the survey results.

The essence of the examination that follows is that, although most of the items in the ELSI scale are about particular goods and services, the way in which they are framed means that responses can be affected by the extent to which people desire items and have an expectation of having access to them. In that sense, the measure has a relative aspect, with the consequence that changes in expectations about access to consumption have the potential to influence scale scores independently of changes in consumption. An explanation is given of why this is a feature of the scale and a brief examination is made of the extent to which scale scores may have been affected.

As indicated earlier, 37 of the 40 items in the ELSI scale relate to specific types of consumption, ownership and social participation (eg food purchase, ownership of a washing machine, having family or friends over for a meal at least once a month); the other three items (the self-ratings) relate to more global aspects of standard of living.

The former items are of two types: economising behaviours and “enforced lacks”. The economising behaviours are described to the respondent using standardised wordings (eg “postponed or put off visits to the doctor to keep down costs”), with the respondent asked to specify for each whether over the past year they have done that “not at all, a little or a lot”. The enforced lacks relate to ownership of consumer durables (washing machine, etc) or social participation activities that typically involve some cost (having family or friends over for a meal at least once a month, etc). These ownership and participation items involve a sequence of up to three questions. The first question asks whether the respondent has/does the thing specified. For those answering in the negative, a second question asks whether the respondent would like to have/do the thing; for those answering in the affirmative, a third question asks whether the respondent do not have the item “because of the cost” or “some other reason”. The replies to these questions make it possible to classify the respondent either as wanting the item but not having it because of the cost (ie having an enforced lack of that item) or not being in that situation. Previous research suggests that specifying ownership and participation items as enforced lacks enhances their discriminating power and helps to avoid measurement problems arising from preference differences between people (given that items individually meet tests required for validity and reliability and as a group provide an appropriate measurement set). 
For each ownership and participation item, types of information obtained to categorise the respondent as having an enforced lack (or not) can also be used in other ways. Thus the first question of the sequence identifies whether the respondent has the item, and the first two questions (taken together) identify whether the respondent wants the item (where the “wanters” are specified as those who either have the item or do not have it but say they want it).
 Use of all three questions makes it possible to identify those who want the item in the conditional sense that its cost is the constraint that applies when the person does not have it.

Because of the nature of an enforced lack, a change in its prevalence from one time to another can arise through either (or both) of two processes: a change in the proportion of people who have the item or a change in the proportion of people who want it. For example, suppose that the level of preference for the item remains unaltered over the period but tightening economic conditions result in more people failing to acquire it because of its cost; the result will be a rise in prevalence of enforced lacks of the item. However, if there is no change in the proportion possessing the item but a rise in proportion wishing to have it, the consequence similarly will be a rise in prevalence of enforced lacks. 
The selection of items for inclusion in the scale ensured that expectations about having the items (as a set) are comparatively uniform across sub-populations (ie the proportions wanting the items are similar for older and younger people, single people and couples, people of different ethnic groups and so on). However, if an item becomes more widely possessed over time, the general level of expectations about having it may be expected to rise. If the rise in the level of possession runs ahead of the rise in expectations, the consequence will be a fall in the prevalence of enforced lacks. If expectations rise more rapidly than the level of possession, however, there will be rise in the prevalence of enforced lacks. 
Changes in expectations also have the potential to influence the responses to the economising behaviours independently of changes in consumption of the goods and services referred to in the economising items. For example, if there is a rise in general awareness about medical conditions, and a rise in the threshold of problems considered to make a doctor visit desirable, there could be an increase in responses that indicate economising on doctor visits even when there has been no reduction in the frequency of visits and no increase in the prevalence of problems. It is possible to create scenarios whereby increased expectations could push up the recorded prevalence of most of the types of economising included in the scale. Unfortunately, the surveys do not provide any information that would indicate directly whether expectations have risen concerning the types of consumption covered by the economising items. On the other hand, if the information on the ownership and participation items is indicative of rising expectations across the set, it is plausible to generalise the result as reflecting a general tendency towards rising expectations.
 

To summarise: the distribution of ELSI scores at any particular time is likely to be in part a reflection of the extent to which contemporary expectations are met for access to consumption goods. Both expectations and consumption are dynamic, with differences in their relative rates of movement likely to contribute to changes in the distribution of ELSI scores.

There are some issues of material wellbeing that may best be analysed using measurement procedures that do not have a relative aspect, and there is undeniably a role for that type of measurement. Furthermore, examples of research can be found where some of the most revealing findings arise from the contrasting pictures that are presented by different types of measurement. However, since the pioneering work carried out at the beginning of the twentieth century by Charles Booth, who defined poverty as having means insufficient to maintain merely physical efficiency
 (an absolute threshold arising from physiological requirements), the frameworks used for studying material wellbeing have increasingly viewed wellbeing in relative terms. A prominent instance of this is the use of enforced lacks as a primary form of measurement by Mack and Lansley (1985) in their influential Poor Britain surveys, carried out in 1983 and 1990.

As a preliminary to presenting results for ELSI scores in 2000 and 2004, it is useful to briefly examine changes in the proportions of people who have the ownership and participation items, and also the proportions who want them.
 These changes, together with changes in the prevalence of enforced lacks of the items, provide a context for interpreting the changes in ELSI scores. 

There are 21 ownership and participation items that contribute to the calculation of a family’s ELSI score. The items are diverse: they range from having a washing machine to having a computer, and having friends over for a meal to going on an overseas holiday. 
The survey results indicate that, in 2000, people on average wanted 84.8% of these items. In 2004, the figure was 88.1%. Thus there had been a modest increase (3.3%) in the percentage of items wanted.

In 2000, people on average had 73.5% of the items, while in 2004 the figure was 76.7%. The rise over the period between the surveys is 3.4%, which is almost identical to the rise in the percentage wanting the items. By itself, this could be taken to indicate that there was no change in the average gap between what people wanted and what they had. An increased gap would have led to a higher proportion of people recording enforced lacks, which would have tended to reduce ELSI scores (other things being equal), while a reduced gap would have led to a lower proportion recording enforced lacks and a rise in ELSI scores.

When individual items are examined, however, two distinct patterns of change can be observed, each different from the pattern described for the average percentages. For most of the items, there was a small increase in the proportion of people who have it, and a small but slightly greater increase in the proportion who want it. Thus for those items there was a slight increase in the proportion of people who recorded enforced lacks. However, for the two items relating to having a computer and access to the internet, there is a contrary pattern. For those items, the proportions wanting them rose very rapidly (from 70.6% to 83.3% for the computer item and from 56.4% to 77.3% for the internet access item) but the proportions having them rose even more rapidly (the rises being, respectively, from 49.3% to 71.0% and from 37.1% to 65.3%). Thus for the computer and internet access items there was a narrowing of the gap (initially very large) between what people wanted and what they had, so that enforced lacks of these items were recorded less frequently in 2004 than in 2000.

Most of the ownership and participation items relate to long-standing goods and activities which show comparatively stable patterns of aspiration and availability. By contrast, the nature of computer ownership and internet access, as consumption behaviours, has been changing rapidly, as they make the transition from being elite consumption items, beyond the range of many people and not aspired to by a significant proportion, to becoming relatively standard forms of consumption (available to many people and aspired to by most).

The contrasting pattern for the other 19 ownership and participation items can be seen by removing the computer and internet items and repeating the earlier analysis on the reduced set. This reduced set of items is probably to be preferred to the full set for obtaining an indication of any change in expectations about consumption overall.
 

When the computer and internet items are removed, it is found that in 2000 people wanted on average 86.8% of the reduced set of ownership and participation items, while in 2004 the figure was 89.0%. Thus there was a rise of 2.2%. The proportions of items that people had in those years were, respectively, 76.8% and 77.9%, showing a rise of 1.1%. The point to draw from these results is that the rise in items that people had was slightly less than the rise in items that people wanted.

Another way of demonstrating these differential movements is to examine the average percentage of items giving rise to enforced lacks in 2000 and 2004. That percentage rose from 10.0% in 2000 to 11.1% in 2004. As the recording of an enforced lack results in a reduction in the ELSI score, this rise (of 1.1%) would cause ELSI scores to be slightly lower in 2004 than they would otherwise have been. On the other hand, it can be estimated that if the desire for the items had remained unchanged from 2000 to 2004, then the average percentage of items giving rise to enforced lacks would have been not 10.0% in 2004 but rather 8.9%; ie it would have shown a small reduction (of 1.1%), causing ELSI scores to have been slighter higher in 2004 than they are observed to be.

It was argued earlier that changes in expectations are likely to affect the recorded prevalence of economising behaviours in much the same way as they affect the recorded prevalence of enforced lacks. Indeed, changes in expectations are likely to affect the self-ratings as well, because (as with the economising items) expectations are almost certainly among the things that determine how people interpret the terms used (“high material standard of living”, “enough [income] to meet everyday needs”, etc). Thus a change in overall expectations could have a pervasive effect on responses to scale items, with a rise in expectations causing ELSI scores to be lower than they would otherwise have been and a fall in expectations causing scores to be higher.

The results given above suggest that, overall, the expectations that people have had about their consumption have probably run slightly ahead of the small rise in consumption that has occurred, with the consequence that ELSI scores in 2004 are slightly lower than they would otherwise have been. 

The question arises as to how much lower is “slightly lower”? Is it possible to estimate how much rising expectations has had an effect on the observed difference between the average ELSI scores for 2000 and 2004?

Making such an estimate is not straightforward, but if certain assumptions are made an indication can be obtained by examining the change in the ELSI averages that would have been expected on the basis of changes over the period in the core explanatory variables referred to earlier. Exploratory analysis using regression procedures indicated that some of the latter changes (eg an overall rise in incomes) would be expected to have raised ELSI scores (other things being equal) while other changes (eg an increase in the proportion lacking significant assets) would have lowered ELSI scores. When the combined effect of these changes is estimated, it is found that the average ELSI score in 2004 is one to two ELSI points lower than the expected value. (The result is affected to some extent by decisions about just how the regression is specified.) This “discrepancy” is most likely to arise in two ways. Firstly, through the effect of unmeasured explanatory factors (ie factors not covered by the questionnaires used in either or both of the survey years, with the consequence that they are unable to be included in the analysis), and secondly, through the effect of the likely rise in expectations. It is possible to postulate a number of unmeasured factors (eg the costs to families of managing debt) that may have influenced ELSI scores, but it is difficult to say what their net effect may have been. If their effect is disregarded (ie is taken to be zero overall) then the discrepancy can be regarded as giving an indication of the effect of rising expectations. Interpreted in that way, the discrepancy might be taken to suggest that rising expectations have caused ELSI scores in 2004 to be one to two points lower on average than they would have been otherwise.

In the previous section, on the underlying pattern of change, it was stated that the changes in the ELSI scores of many of the statistical breakdowns used in this report are reflections of substantially lower scores in 2004 for beneficiaries with children. It is of interest, therefore, to briefly consider that group in terms of the sorts of results given above for the population.

For beneficiaries with children, the average proportion of items wanted was 84.3% in 2000 and 86.9% in 2004; the corresponding figures for the overall population were 84.6% and 87.9%. Thus for items wanted there is a close correspondence between results for beneficiaries with children and results for the overall population. 
In this context, it is relevant to note that for most statistical breakdowns of the population, the proportions of items wanted by those in the resulting sub-populations fall within a comparatively narrow range of values (eg plus or minus 3% of the middle value). For example, a breakdown by income into seven subgroups gave values for 2000 that all fell within the range 85.8% to 92.1%, while the 2004 values fell within the range of 87.4% to 92.6%. For each subgroup, the percentage was higher in 2004 than 2000, with differences that ranged from 0.5% to 2.7%. Similarly, a breakdown by the level of assets, into five subgroups, gave values for 2000 that ranged from 86.3% to 89.5%, and values for 2004 that ranged from 87.9% to 90.5%. For each subgroup, the percentage was higher in 2004 than 2000, with differences that ranged from 1.0% to 1.6%. To give one more example: a breakdown by ethnicity, into six subgroups, gave values for 2000 that ranged from 83.2% to 87.9%, and values for 2004 that ranged from 85.8% to 90.0%. For each subgroup, the percentage was higher in 2004 than 2000, with differences that ranged from 1.1% to 4.2%.

In contrast with the above results, the average percentages of items that people had showed wide variation across subgroups; these percentages ranged from less than 70% to more than 90% across the seven income subgroups, for both 2000 and 2004, for example. This is just what would be expected, of course, from the nature of the ELSI scale. The items comprise a set for which there is a high degree of commonality between subgroups in what is desired but a wide range of variation in what is possessed.

To return to the examination of beneficiaries with children, the average proportion of items that people had was 59.3% in 2000 and 58.2% in 2004. In other words, the percentage for this group was lower in 2004 than for 2000, suggesting that people in the group in 2004 were materially worse off, in an absolute sense, than people in the group in 2000. This is in contrast with the result for the population as whole; the corresponding figures for the population were 73.5% and 76.8%, an increase of 3.3%. 
The conclusion suggested by these results is that the 2004 ELSI scores for beneficiaries with children will reflect both higher expectations than in 2000 (to a small extent) and worse material circumstances (to a greater extent), with each of these changes contributing independently to the ELSI scores for the group being lower in 2004. 
This is not an appropriate place to consider why beneficiaries with children in 2004 should be materially worse off than such people in 2000. However, it is relevant to note here that the two sets of results should not be thought of as relating to a common group of individuals whose circumstances have deteriorated over the period. There is a substantial rate of exits and new entries into the category. Any differences between the characteristics of the people exiting and those entering will change the profile of the category as a whole, even when there is no change in the circumstances of those who remain in the category throughout the period. 
To reiterate: although most of the ELSI scale items relate to specific goods and services, they are framed in a way that means responses are likely to be affected not only by whether people have access to them but also by expectations about access. The scale thus has a relative aspect, with a potential for scores to be influenced by changes in expectations independently of changes in consumption. There is evidence that overall expectations have risen slightly over the period, causing ELSI scores in 2004 to be a little lower than they would otherwise have been. This has occurred in a relatively uniform way, being observed for all sub-populations. It is likely that the increase in overall expectations has caused 2004 ELSI scores to be one to two points lower on average than they would otherwise have been. This estimate is tentative: it requires assumptions than cannot be tested, giving it a speculative element. 
Absolute changes in consumption, which have occurred to varying extents in different sub-populations, affect ELSI scores independently to produce varying changes in sub-population scores. The general rise in expectations has the effect of imposing a small, relatively uniform overlay on a diverse pattern of score changes arising from the various increases and decreases in consumption that have occurred across the sub-populations.
Deprivation score (DEPSCORE)

The preceding section demonstrates that the ELSI measure has a relative aspect, with the consequence that score changes between the surveys reflect not only changes in consumption but also (to a small degree) changes in expectations. In the light of this, it is of interest to assess “absolute” changes in material wellbeing, removing the relative element. This is of special interest in relation to the groups that have relatively low living standards, because while those groups do not comprise a large part of the population they are of particular importance to social policy. In this regard, the most conspicuous group is beneficiary families with children, as discussed earlier. 
This matter has been examined through the development of a special measure made up of a unidimensional set of 10 items relating to “basic” forms of consumption which are wanted almost universally (enabling comparisons that are free from distortion due to difference in preferences) and specified in a way that does not have a subjective aspect. The last of these conditions is achieved by specifying the items simply in terms of whether the respondent reports having or not having the things stipulated.
 The items are referred to as “deprivation items” and the resulting score is called the “deprivation score” (or DEPSCORE).

The 10 deprivation items are:

· does not have a telephone

· does not have secure locks

· does not have a washing machine

· does not have heating in the main rooms

· does not have warm bedding

· does not have a winter coat

· does not have home contents insurance

· over the past year has bought second-hand clothes to keep down costs

· over the past year has needed glasses but gone without to keep down costs

· over the past year has not picked up a doctor’s prescription to keep down costs.
The DEPSCORE is a simple count of the number of items that apply to the respondent. The higher the score, the greater is the degree of deprivation. The score can range from 0 (indicating that the respondent has none of the specified types of deprivation) to 10 (indicating that the respondent has all 10 types of deprivation).

As is common with measures of deprivation, the DEPSCORE has an extremely skewed distribution. In this case, the largest category (approximately one-third of the population) comprises those having no deprivation items, with progressively diminishing proportions having one deprivation item, two deprivation items, and so on. This frequency pattern is sometimes referred to as a “J-curve” or “conformity curve”.

Because of its skewed distribution, and the relatively small number of items (all of which have endorsement frequencies of less than 15%), DEPSCORE has less discriminating power than ELSI. Its discriminating power is greatest for groups for which ELSI scores are concentrated in the lower part of the range.

Figure 2.3 shows the DEPSCORE population distributions for 2000 and 2004. Comparison between the distributions shows a very small movement towards greater deprivation in the latter year. This is reflected in a small increase in the DEPSCORE mean from 1.53 in 2000 to 1.61 in 2004, although this increase is not statistically significant.

Figure 2.3 Total population: DEPSCORE distributions for 2000 and 2004


[image: image3]
Comparisons were made between ELSI and DEPSCORE changes in a variety of groups. The comparisons indicated that the degree of correspondence between the two types of changes depended on the shape of the ELSI distributions and the nature of the ELSI changes that had occurred. A reduction in the ELSI mean was not always accompanied by a reduction in the DEPSCORE mean. For example, the ELSI means for older people (65 years or older) showed a small but statistically significant drop of 1.5 ELSI points, which arose almost entirely from a downward movement in the upper part of the range: there was no increase in hardship. The reduction in the ELSI mean was not accompanied by an increase in the DEPSCORE mean; the latter had a low value in both surveys (reflecting the favourable living standards distributions of older people) and actually reduced slightly from 2000 to 2004. 
A contrast to this pattern is provided by the low-income group, which had a depressed living standard distribution in both surveys and showed a statistically significant reduction in the ELSI mean of 2.6 ELSI points, accompanied by a substantial rise in severe hardship. The DEPSCORE mean showed a statistically significant rise (of 0.28). A similar pattern was shown by beneficiaries (with a drop in the ELSI mean of 3.1 and a rise in the DEPSCORE mean of 0.45) and beneficiary families with children (with a drop in the ELSI mean of 4.2 and a rise in the DEPSCORE mean of 0.50).

Because there is special interest in the result for the latter group, the DEPSCORE distributions for 2000 and 2004 are given below in figure 2.4. 
Figure 2.4 Beneficiaries with children: DEPSCORE distributions for 2000 and 2004
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The distributions are in stark contrast with those for the total population (figure 2.3). Rather than taking the form of the J-curve, they are approximately normal, reflecting the high levels of deprivation amongst beneficiaries with children. Comparison of the distributions for the two surveys shows a movement towards higher scores, exemplified by the shift in the mode (peak score) from 3 in 2000 to 4 in 2004. The DEPSCORE mean rises from 2.98 to 3.48, an increase (of 0.50) that is approximately four standard deviations in magnitude. The DEPSCORE results make implausible any speculations that the previously noted downward movement in ELSI scores may reflect simply an idiosyncratically large rise in expectations within the group.

Continuing scrutiny of the ELSI measure
Gaining a full understanding of a new measuring tool takes experience and requires repeated re-examinations of its properties. As a relatively new tool ELSI is no different in this respect. The 2004 survey is the first time that the ELSI measure is used for time series analysis. It is important that there is continued scrutiny of the measure to both further the understanding of the tool’s features and intricacies as well as make any developments where necessary. MSD is committed to maintaining scrutiny as more results become available and welcomes inquiries from researchers who are interested in this analysis or new topics and questions.
It is also likely that some updating of the items will be required to maintain proper differentiation across the scale. This is common practice across measures that include specific items, eg the Consumer Price Index. This measure is not a final product and with future analysis there is scope to better understand its properties, improve it and keep it relevant over time.  
Figure 2.1 Average proportion of basics lacked, and comforts/luxuries had, by ELSI score levels (2000)
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Figure 2.2 Average proportion of child basics lacked, and financial and accommodation problems experienced, by ESLI score level (2000) 
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� Mack and Lansley 1985, Nolan and Whelan 1996, Townsend 1979.


� Among the areas for future research and development is the identification of more direct living standards items that give greater discrimination at the upper end of the scale. 


� Jensen et al. 2002.


� The ELSI scale contains relatively more items that are sensitive to discriminating between people in the lower part of the living standards continuum than items that are sensitive to discriminating in the upper part of the continuum. This is partly because the questionnaire was constructed with a priority being placed on maximising lower-end discrimination to ensure the scale’s value in studying poverty, and partly because the statistical criteria for determining the suitability of potential ELSI items eliminated a number of those that were more sensitive at the upper end. As a consequence, the scale has some degree of compression in the upper part of the score range. If this were not present, the distribution of scores would have a less upward skew than is observed. It is intended that future work will examine this issue further and explore possibilities for enhancing the item set to reduce upper-end compression. 


� Jensen et al. 2002.


� While the primary mode of analysis used in this report is based on the seven aggregated intervals (levels 1 to 7), the score range can also be more finely divided into 14 intervals (1Lower, 1Upper, 2Lower, 2Upper, etc, up to 7Lower, 7Upper). This report does not make use of the 14 intervals. 


� Also available on the MSD website. www.msd.govt.nz


� In New Zealand Living Standards 2000 and Direct Measurement of Living Standards: The New Zealand ELSI Scale, we gave different labels to the first three intervals. Previously, these were referred to as “severely restricted”, “restricted” and “somewhat restricted” standards of living. It is our view that the new labels – “severe hardship”, “significant hardship” and “some hardship” – better reflect the living standards of those in that part of the continuum (ie the lower three living standards categories). 


� Jensen et al. 2002.


� Middleton et al. 1997, Gordon et al. 2000.


� Subsequent to the analysis reported in New Zealand Living Standards 2000 and Direct Measurement of Living Standards: The New Zealand ELSI Scale, the sample weights for the 2000 survey data were revised using a modified weighting procedure. For most population estimates, the values produced by the two sets of weights are very similar, but the revised weights give a better overall fit between Census-derived demographic benchmarks and corresponding estimates. The revised weights are therefore preferable and have been used to produce the calibration results and population distributions in this report. As a consequence, some values given here differ from the values given in the earlier publications.


� The procedure for selecting items for the ELSI scale involved examining whether each potential item’s response pattern across the score range was broadly the same for different subgroups (ie Māori and non-Māori, EFUs with and without children, etc). Only items with broadly the same response pattern across subgroups were included in the scale. As a consequence, the two sets of calibration items also have broadly the same pattern across subgroups. 


� In interpreting the calibration results, it is necessary to keep in mind that the figures for basics relate to the particular set of basics included amongst the ELSI items (and listed in table 2.2). The figures do not relate to all of the things that might reasonably be regarded as basics, as the survey questionnaire did not attempt to be exhaustive in its coverage of basics. Similarly, the figures on comforts/luxuries relate to the particular comforts/luxuries included among the measured items, not to all of the things that might be regarded as comforts/luxuries. The calibration items should be seen as indicative sets of basics and comforts/luxuries, not comprehensive sets.


� Robins 1996.


� See Bray (2001) for a discussion of the relationship between financial stress and living standards in Australia.


� The relatively high incidence of accommodation problems, even at the high end of the living standards range, probably indicates that some affirmative responses to the problem checklist reflect relatively minor problems and/or ones that the respondent did not give priority to having fixed. 


� It is noteworthy that the incidence of enforced lack of child basics is less, at each living standard level, than the corresponding figure for the primary set of basics. Without further analysis it is not possible to say why this occurs. It is possible that child basics, as a set, provide a more stringent test of hardship than the primary set of basics. It is also possible, as suggested earlier, that poor families tend to shield their children from the worst effects of hardship, with the consequence that the children are less exposed to hardship than the adult family members. 





� Krishnan, Jensen and Ballantyne 2002.


� This report is available on the MSD website. http://www.msd.govt.nz/work-areas/social-research/living-standards/elsi-short-form.html


� Jensen et al. 2005.


� The specification of the top and bottom levels (ie level 1 and level 7) is more complicated than the statement implies. This is because the 60-point range results from a scale specification procedure in which, for technical reasons, a raw score is truncated at the extremities of its range. All other levels (ie levels 2–6) are specified as equal-interval score ranges of 15 points.


� Krishnan, Jensen and Ballantyne 2002.


� Results for 2000 are given whenever data is available, which is in most cases. Because the 2004 survey collected some new types of information, some results are available for only that year.


� The standardised difference (Δ) between the means is specified as


Δ  ≡  (m2004 – m2000) / ½(s2004 + s2000)


where m2000, m2004 are the means of the measure concerned and s2000, s2004 are the standard deviations.





� Krishnan, Jensen and Ballantyne 2002. 


� For the classification of “wanting” to be made, it is necessary that all those who have the item are deemed to want it. This is likely to be true of the great majority of people who have the items concerned.


� To maintain a focus on the essentials of the argument, the issue of changes in the quality of consumption (or changes in expectations concerning the quality of consumption) has not been raised. For example, a family that “trades up” on its washing machine (ie replaces its previous machine with a new one giving superior performance) will achieve an enhancement of its living standard that will not be reflected in a rise in its ELSI score, because the measurement procedure categorises the family as not having an enforced lack on the basis simply of its having the item. In contrast, a family’s score will rise if it “trades up” on its holidays by having overseas holidays when previously it had only local holidays, but overall the ownership and participation items are not sensitive to detecting changes in quality. Similarly, they will not show changed responses as a result of changes in expectations about quality. However, changes of the latter type will probably affect responses to the economising items. For example, if expectations rise concerning the quality of fruit and vegetables consumed, a family can be expected to be more likely to report economising behaviour when its pattern of consumption has remained unchanged because of a need to keep down costs. It might be wondered whether it would be feasible to formulate ownership and participation items that incorporate quality distinctions. This is an issue for possible exploration in future living standards research.


� Booth 1903.


� “Want” is used here (and subsequently) in the conditional sense explained previously.


� Data from the economising items can be used to provide additional support for the conclusion that the observed rapid growth in the desire for computers and internet access, and the even more rapid growth in their acquisition, points to those items being atypical of personal consumption items generally. The economising items cover many types of consumption (fruit and vegetables, medical treatment, optician services, visiting friends, etc), which complement the types of consumption covered by the ownership and participation items. Each economising item can be used to specify two dichotomous items (economising not at all vs economising a little or a lot; and economising not at all or a little vs economising a lot). These derived dichotomous items can be regarded as analogous to the dichotomous enforced lacks specified from the ownership and participation items, and can be analysed in the same way. When an examination is made of changes between 2000 and 2004 in the endorsement probabilities of these derived dichotomous items, the results are broadly similar to the results for all of the enforced lacks except those relating to computer ownership and internet access. This is true when the analysis is done for the population as a whole and done separately for sub-populations. The general commonality between the behaviour of the different types of items is of no surprise when it is considered that the process for developing the ELSI scale involved showing that the ownership enforced lacks, the participation enforced lacks and the economising items all reflected a single, underlying latent variable (material living standard) (see Jensen et al. 2002). From 2000 to 2004, the changes in the endorsement probabilities of enforced lacks of computer ownership and internet access stand out, however, as distinct from the changes shown by other types of consumption covered by the scale items. Unlike the other items, which show a collective shift of small rises or small falls, depending on the sub-population, the enforced lacks of computer ownership and internet access show large falls over the period for all sub-populations. 


� In relation to the statement that the deprivation items do not have a subjective element, attention could be drawn to certain words and phrases such as “warm” (as in “warm bedding”), “secure” (as in “secure locks”) and “to keep down costs” (as in “not picked up a doctor’s prescription to keep down costs”), that have some potential for different interpretations. However, while replies to the deprivation items are not wholly free of judgement, the subjective element is much less than in such ELSI items as the self-ratings, and can be considered to be minimal.











