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Chapter 7: Concluding comments

This document is section 7 of 8. The other sections and the appendices of the Living Standards report can be found on the MSD website. www.msd.govt.nz 

This report extends an earlier study of living standards undertaken in 2000. It uses new survey data, collected in 2004, to update the earlier picture of the living standards of New Zealanders, and examines the changes that have occurred. In addition, it offers new insights into living standards by presenting results obtained from new survey questions on various types of adversities. The report uses the Economic Living Standards Index (ELSI), a scale developed to directly measure the living standards of New Zealanders. 
Current living standards 

The ELSI scores for the population as a whole show that New Zealanders have a generally favourable distribution of living standards. More than three-quarters of the population have living standards that are comfortable or good. 

Comparatively high average living standards scores are found among: 

· New Zealanders aged 45 years and over (including those in receipt of New Zealand Superannuation) 
· couples without children
· mortgage-free homeowners
· people with tertiary qualifications 
· people working as legislators, administrators, managers or professionals and those in agricultural occupations
· people with income from self-employment
· people with equivalent disposable incomes of $30,001 or higher
· people with assets over $10,001
· people who have not had a marriage break-up
· people who have not experienced adverse life events (life shocks)
· people who do not have any restrictions in social and economic participation due to serious health problems
· people who do not have any types of payments which are causing them financial difficulties.
In contrast, comparatively low average living standard scores are found among:

· low-income families with children
· Māori and Pacific New Zealanders
· Housing New Zealand tenants 
· people working in “elementary” (unskilled) occupations
· those receiving income-tested benefits
· New Zealanders with few or no assets
· women who have had a marriage break-up
· people who have had multiple life shocks
· people with multiple restrictions in social and economic participation due to serious health problems
· people with multiple types of payments that are causing them financial difficulties.
Of particular concern are the positions of beneficiary families with children, Pacific people and those renting from Housing New Zealand. These groups have low average living standards, with high proportions in “severe hardship”.
The primary goal of this report has been to set out the pattern of living standard differences in New Zealand rather than to explain those differences (which will be the next stage of MSD’s Living Standards Research Programme). Nonetheless, results from the analysis of people with low incomes offer strong indications of some of the factors that are involved. Those results point strongly to the importance of costs associated with having children, not having financial assets, not owning one’s own home, and the experience of life shocks, marriage break-up and restrictions due to health problems. Additionally, income only accounted for a small difference in living standards across subgroups within the low-income population. The results suggest that, where very low living standards occur, they are not commonly a result of a single factor but reflect the compounding impacts of multiple disadvantages. This compounding appears to be particularly severe in the case of income-tested beneficiary families with dependent children.

Patterns of change

In commenting on the differences between results for 2000 and 2004, we have drawn attention to the potential for ELSI scores to be affected by changes in general expectations about access to consumption. This is because the score effectively gives a measure of the extent to which a person’s consumption (in the relevant areas) corresponds to what they would like it to be. In other words, the ELSI scale, despite being based on items about particular types of consumption, has a relative aspect. Scores at any particular time are likely to be, in part, a reflection of the extent to which contemporary expectations are met for access to consumption goods.

Analysis of questions relating to ownership of consumer items, and to types of consumption relating to social participation, indicates that there has been a small increase in what people have and do, but a slightly greater increase in what people want (expectations). This suggests that overall expectations have run slightly ahead of the small rise in consumption. The consequence of this is that the 2004 ELSI scores are likely to be a little lower than they would otherwise have been. The size of the effect has been estimated, although this has involved assumptions that cannot be tested directly. The estimate suggests that scores for 2004 are one to two ELSI points lower than they would otherwise have been. The effect of the rise in expectations is therefore small or negligible. 
The change in expectations is broadly similar for the various types of subgroups considered in the report (ie ethnicity groups, age groups, different family types, etc). Thus the rise in expectations can be expected to have had a relatively uniform effect in slightly lowering the ELSI scores obtained in 2004. 

A comparison of the 2004 and 2000 results suggests that overall living standards have changed little over the period. Mean ELSI scores were approximately one ELSI point lower in 2004. The analysis of the effect of rising expectations suggests that if expectations had not changed, the mean ELSI score recorded for 2004 might have been up to one ELSI point higher than for 2000. Although this is the case, a change of one ELSI point either way is described as “very small” or “negligible”.
The relative positions of the various subgroups remain much the same in 2004 as 2000.
For example, in both years Māori and Pacific people, low-income families, people with few assets and larger families have lower living standards than the population as a whole; while couples without children, older people, self-employed people and those with assets have higher living standards.

Although the overall average has changed little, there has been some increase in the level of living standards inequality within the population. Related to this, there has been an increase in disparities between groups, with the groups with low living standards falling further behind those with high living standards. Furthermore, the general increase in inequality has occurred to an exaggerated extent amongst the groups with low living standards. As a consequence, the latter groups – for example, Māori and Pacific people, beneficiaries and low-income families with children – have shown increases in the proportions of people in "severe hardship”.

Groups for which living standards were lower in 2004 than 2000 include:

· large families (three or more dependent children)

· Housing New Zealand tenants

· people with low equivalent incomes 

· people with few assets

· people in receipt of an income-tested benefit, especially those with dependent children.
The increases in disparity in living standards across the population have primarily been due to greater within-group variation in living standards. For example, there is a greater spread of living standards among Māori, with a higher proportion in hardship and a higher proportion with good living standards. The increasing diversity of living standards is also shown for children and families with dependent children, indicating that outcomes vary depending on other factors associated with families with children. 
A buoyant economy and record low unemployment has possibly contributed to this greater variation and increased disparity. It has created opportunities which many have been able to take advantage of. However, the resulting gains have been unevenly spread, with those unable to take advantage of these circumstances possibly in a more disadvantaged position than those who have been able to take full advantage of the economic conditions. It is important to note that not all of the effects of the recent positive economic environment will be indicated in the current survey. There is almost certainly a lag between the falling unemployment rate for example and overall living standards. Also some of the changes in the economy occurred after the survey period.
Policy implications

Some of the findings in this report have important implications for government social policy. It is not the purpose of this report to offer prescriptions, but it is useful to flag some of these implications as they provide an illustration of the relevance of this type of living standards research to social policy.
The generally favourable living standards of older New Zealanders suggest that current support arrangements are meeting the needs of the majority of superannuitants. However, this does not reduce the need for further development of policies providing targeted assistance to the minority of superannuitants with inadequate living standards. Further, the results support the continued focus on planning for retirement through the accumulation of financial assets (including homeownership) during the working years. Without adequate preparation,
 there is no guarantee that the level of material wellbeing of the current generation of older New Zealanders will also be achieved by future generations. 
The results in the report vividly reinforce previous knowledge concerning the higher prevalence of disadvantage among Māori and Pacific people. The results underline the importance of maintaining a strong focus on finding effective ways of reducing these disparities. This issue is particularly urgent in relation to Pacific peoples who have a higher prevalence of “severe hardship” in 2004 than in 2000.
The results also highlight the relatively poor living standards of many beneficiary children (who are predominantly in sole-parent families). More than 30% of these children are in “severe hardship”. Furthermore, children of beneficiaries in 2004 had lower living standards than such children in 2000. There is considerable evidence concerning the high social costs of hardship amongst children, which can have lasting negative effects through compromising their development. Thus effective policy interventions – both preventive and remedial – deserve attention not only on the basis of advancing social justice, but also because they have the potential to give high returns on expenditure.
In this connection, it is relevant to record that the government is currently carrying out an extensive programme of welfare reforms. These include the Working for Families initiatives directed at beneficiaries and low-income working families. The first of these changes was implemented on 1 October 2004. Further stages were implemented in April 2005, October 2005 and April 2006, and the final stage is set to come in on 1 April 2007. The reforms have the stated objectives of:
· making work pay by supporting families with dependent children, so that they are rewarded for their work effort
· ensuring income adequacy, with a focus on low- and middle-income families with dependent children to address issues of poverty, especially child poverty
· achieving a social assistance system that supports people into work, by making sure that people get the assistance they are entitled to, when they should, and with delivery that supports them into, and to remain in, employment.
These reforms, together with macroeconomic conditions, will shape the pattern of family incomes over the following years. This report establishes some pre-reform benchmarks of living standards. To assist in gauging the effects of the Working for Families reforms, it is important to continue the sort of monitoring and analysis that is provided by the living standards research. 
The report contains a variety of results that, taken together, point to the importance of multiple disadvantages as being a critical cause of hardship, especially “severe hardship”. Most measures for ameliorating or preventing disadvantage (ie accommodation assistance, assistance for child costs, disability assistance, tertiary study assistance, etc) relate to specific sources of disadvantage considered separately. While these measures provide a good general foundation for the system of social assistance, they do not recognise the compounding negative impact of multiple types of disadvantage. Some major future challenges arising from the report are to develop a better understanding of multiple disadvantage and its role in generating hardship and to find new policy approaches for grappling more effectively with the cumulative burden of multiple disadvantage. These tasks are particularly important in relation to income-tested beneficiary families, for the evidence presented here indicates that these families are constrained not only by relatively low incomes but, in many cases, also have to struggle with a range of other difficulties that in combination can drive them into “severe hardship”.

Explaining differences in living standards

The results in this report strengthen the knowledge base on which social policy rests and will be immediately useful in assessing priorities. They constitute a step up in our understanding of current needs for social assistance and the ways in which such assistance might best be targeted. However, the report is directed mainly towards giving a descriptive picture of living standards in this country and indicating how the picture has changed since 2000, when the earlier survey was carried out. While the report has pointed to some of the factors that affect living standards, and can help explain differences between individuals and groups, there has not been a full analysis of the interplay of relationships using a multivariate framework. MSD is currently undertaking such an analysis and plans to publish findings in 2007.

Dataset available to other researchers
The 2004 living standard survey produced a very rich dataset that contains information on many matters other than living standards. For example, it contains information about family structure, labour market participation, education, disability and health (to name just a few). MSD would like to see this information utilised as widely as possible to improve understanding of New Zealand life, and welcomes inquiries from bona fide researchers who wish to conduct their own analyses, whether extensions of those reported here or directed towards new topics and questions.
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� For example, private asset accumulation.


� Please address any queries regarding the data to: The manager, Social and Economic Wellbeing Evaluation Team, CSRE, Ministry of Social Development, PO Box 1556, Wellington, with the heading “Access to living standards data”.








