Household Incomes Report 2010

Short Summary

Background

The Report and the time period covered for the 2009 figures
· The Household Incomes Report (HIR) provides information on trends in the material wellbeing of New Zealanders as indicated by their household incomes over the period 1982 to 2009.  
· The HIR is an annual Ministry publication, prepared as part of its work on monitoring and understanding social and economic wellbeing.
· The report covers the period from 1982 to 2009, updating last year’s report that went to 2008.  It is based on data from Statistics New Zealand’s Household Economic Survey (HES).
· The interviews were carried out by Statistics New Zealand from July 2008 to June 2009, and the income question asked about incomes in the twelve months prior to interview.
· The findings capture much of the impact of the October 2008 income tax changes, and a little of the April 2009 tax changes.  The impact of the recession is only partially captured because (a) the incomes of the bulk of New Zealand households were not affected immediately by the recession – there is a lagged impact, and (b)  those interviewed early in the period were reporting their incomes mainly for the pre-recession period.
Measuring and reporting on poverty
· In the richer nations, poverty is about relative disadvantage – having financial resources or living conditions that are below minimum acceptable levels
· New Zealand does not have an official poverty measure.  The HIR uses several standard measures to capture the movements of household incomes relative to different benchmarks in order to tell the New Zealand story about material hardship. 
· Using household incomes to report on material hardship is an internationally recognised approach and has proved very useful in monitoring trends and identifying groups of the population at higher risk of hardship.  The approach does however have some well-known limitations.  For example: 
· it does not take assets into account 

· some households reporting low incomes report much higher expenditure which means that their declared income is not a reliable measure of their material wellbeing  

· The Ministry therefore also reports on the material wellbeing of households using non-monetary indicators (possession of basic items, ability to do the ordinary things most households can do, the restrictions on their day-to-day living standards, financial stress re paying the bills and so on).  This perspective complements the incomes perspective and is gaining increasing credibility internationally.

· The Ministry’s latest report from this perspective was published in December 2009, based on the 2008 Living Standards Survey.

Key Findings

Household incomes
· Household incomes (after tax) rose 7%-9% in real terms across all income groups from 2007 to 2009, continuing a steady growth that began in 1994
· Median household income grew 46% in real terms from the low point in 1994 to 2009, with the growth for Maori being 56% and for Pacific people 78%
· In 2009, just over two of every three two parent families were dual earner families, up from one in two in the early 1980s – this rise has been one of the main factors in driving up median incomes more rapidly then the average wage
· In 2009, half of older New Zealanders (aged 65+) had less than $100 pw income from sources other than government transfers (NZS, Disability Allowance, and so on)
· In 2009, the NZS rate was around 48% of median household income, down from 58% in 2001 – this decline reflects the rapid rise of the median in real terms, while NZS has increased only a little in real terms in the period
Household income inequality
· Income inequality remained much the same from 2007 to 2009, following the fall from 2004 to 2007 that was driven mainly by the WFF package
· Inequality in New Zealand is very close to that in Australia (using the Gini index), but is a little above average for OECD countries
Housing costs relative to household income
· For the lowest income quintile, the proportion spending more than 30% of their income on housing costs fell from 42% in 2001 to 33% in 2004 (after the introduction of income-related rents), and has remained at this lower level in 2007 and 2009

· For households in the second to lowest quintile, the proportion with high housing costs relative to income rose from 27% in 2004 to 34% in 2009

Income poverty 


(Using the Social Report’s after housing costs fixed line poverty measure (60% of median threshold))
· Population poverty rates fell from 2007 (18%) to 2009 (15%), continuing the downward trend on this measure that began from 1994
· Child poverty rates showed no change from 2007 to 2009 (22%), with the effect of rising incomes being cancelled out by rising housing costs for many lower income households with dependent children
· Child poverty rates for children in households where at least one adult is in full-time employment are much lower than for children in workless households (11% and 74% respectively in 2009) …
· … but as there are many more children in working households than in workless households, just over one in three poor children were from households where at least one adult was in full-time employment (2009), down from around one in two before WFF (2004)
· In 2009, around half of poor children were from sole parent families, the highest proportion since the time series began in 1988
· Poverty rates for older New Zealanders (9%) are lower than for any other age group (eg 14% for 25 to 64 year olds, and 22% for dependent children, in 2009)

