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People’s material standard of living is largely
determined by their access to economic
resources and the consumption possibilities this
provides. While regular income is an important
economic resource for many people, wealth in
the form of bank accounts, shares,
superannuation or property can be drawn upon
to smooth and support consumption over time,
including during periods of low income.!

This article looks at the characteristics of people
in households with both relatively low income
and relatively low wealth (low economic
resources). The advantage of taking into
account wealth as well as income is that it
excludes those with high wealth who enjoy
reasonable levels of consumption despite a low
level of income. This approach is therefore
more likely to capture people most at risk of
experiencing economic hardship, than analyses
of income alone.

People in low economic resource
households

Australia experienced almost two decades of
economic growth from the end of the recession
of the early 1990s to the start of the downturn
associated with the Global Financial Crisis in
the late 2000s. This led to increases in income
and wealth, but the benefits have been felt by
some more than others.

In 2009-10, nearly one in four people (23% or 4.9
million people) lived in households that were in the
lowest two quintiles of both equivalised adjusted
disposable household income and the lowest two
quintiles of equivalised household net worth.

People and households by economic resources

— 2009-10
Low economic
resources(a) Other Total
%  millions % millions %  millions
People 22.6 49 77.4 16.7 100.0 21.6
Aged 0-14
years 38.0 1.6 62.0 2.6 100.0 4.2
Aged 15 years
and over 19.0 3.3 81.0 14.1  100.0 17.1
Households 20.4 1.7 79.6 6.7 100.0 8.4
People per
household 2.9 2.5 2.6

(a) Households in the two lowest quintiles for both equivalised adjusted
disposable household income (adjusted to include imputed rent) and
equivalised household net worth.

. . not applicable

Source: ABS 2009-10 Survey of Income and Housing

Life on ‘Struggle Street’

Australians in low economic resource households

Data sources and definitions

This article uses data from the ABS 2003-04 and
2009-10 Surveys of Income and Housing, and the
ABS 2009-10 Household Expenditure Survey.

People with low economic resources (i.e. low
consumption possibilities) are those in households
in the lowest two quintiles (i.e. 40%) of both
equivalised adjusted disposable household income
and equivalised household net worth. People in
other households are those who are not in low
economic resource households.

A household’s income consists of all current
receipts, whether monetary or in kind, that are
received by a household or by individual members
of a household, and which are available for, or
intended to support, current consumption. This
includes income from wages and salaries
(including salary sacrificed or salary package
arrangements), profit or loss from own
unincorporated business, investment income,
government pensions and allowances,
superannuation, workers’ compensation and child
support.

Disposable income is the income remaining after
income tax, the Medicare levy and the Medicare
levy surcharge are deducted.

Adjusted disposable household income is
disposable household income, including net
imputed rent.

Net imputed rent is an estimate of the value of
housing services that households receive from
home ownership, from paying subsidised rent, or
from occupying a dwelling rent-free. It is equal to
the estimated market rent that a dwelling would
attract if it were to be commercially rented, less
housing costs that would be paid by a landlord.

To enable comparison of the relative economic
wellbeing of households of different size and
composition, measures of income, wealth and
expenditure in this article have been adjusted or
equivalised to take account of these differences. For
a lone person household, the equivalised value is
equal to the original value. For a household
containing more than one person, it is an indicator
of the level that would be needed by a lone person
household to enjoy the same level of economic
wellbeing as the household in question.

Net worth or wealth is the value of a household’s
assets less the value of its liabilities.

Quintiles are groupings that result from ranking all
households or people in the population in
ascending order according the relevant
characteristic (e.g. income, expenditure, or wealth)
and then dividing the population into five equal
groups, each comprising 20% of the population.

These low economic resource households have,
on average, more household members (2.9
people) than other households (2.5 people).
Children were twice as likely as adults to live in
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low economic resource households. In 2009-10,
1.6 million children aged 0 to 14 years (38%)
lived in low economic resource households,
with 3.3 million people aged 15 years and over
(19%).

A person’s economic resources and their
potential standard of living are related to their
household’s characteristics. In 2009-10, the
average weekly equivalised adjusted disposable
household income of people in low economic
resource households ($465) was less than half
(45%) that of people in other households
($1,033).

After adjusting for inflation, incomes of those in
households with low economic resources
increased in real terms by 21% between 2003-04
and 2009-10, compared with a 27% rise across
other households.?

This disparity between people in low economic
resource households and the rest of the
population is even more pronounced when it
comes to wealth. The average equivalised net
worth of people in households with low

The disparity in both income and wealth between
low economic resource households and the rest of

the population has increased since 2003-04.

economic resources in 2009-10 ($53,500) was
one tenth of the average across other
households ($509,800). After adjusting for
inflation, the net worth of low economic
resource households had not increased
significantly since 2003-04, while the average
net worth across all other households had
increased by 29%.

These data indicate that the disparity in both
income and wealth between those in low
economic resource households and the rest of
the population had grown over the six years to
2009-10.

Further Definitions

Dependent children include all children aged under
15 years, and people aged 15-24 years who are full-
time students, have a parent in the household and
do not have a partner or child of their own in the
household.

The reference person for each household is the
person aged 15 years or over who (in order of
selection): has the highest tenure type; is one of the
partners in a registered or de facto marriage; is a
lone parent with dependent children; is the person
with the highest income; or is the eldest person.

In 2009-10, one in five (20% or 1.7 million)
households were classified as having low
economic resources. The proportion varied
according to the composition of the household
and the age of the household members,
reflecting the fact that people are at greater risk
of economic hardship at particular stages in the
life course.

Among households comprising one parent with
dependent children, three in five (59%) were
classified as having low economic resources.
One parent households accounted for only 6%
of all households, but made up 18% of low
economic resource households.

Couples with only dependent children were
also more likely than average to have low
economic resources (24%). Among these
households, those whose eldest child was aged
less than 15 years were more likely to have low
economic resources (27%) than those with older
children (18%).

The proportion of households classified as
having low economic resources increased with
the number of children in the household — from
28% of households with one child aged less
than 15 years, to 33% of those with two
children, and 49% of households with three or
more children aged less than 15 years.

Income, expenditure and wealth by economic resources — 2009-10

Low economic
resource
Units households(a)

Other
households All households

Average weekly equivalised adjusted disposable
household income(b)

Average weekly equivalised adjusted household
expenditure(b)

Average equivalised household net worth

Households

S 465 1033 905

S 500 872 789

$’000 53.5 509.8 406.5
millions 1.7 6.7 8.4

(a) People in the two lowest quintiles for both equivalised adjusted disposable household income (adjusted to include imputed

rent) and equivalised household net worth.
(b) Adjusted to include imputed rent.

Source: ABS 2009-10 Survey of Income and Housing; ABS 2009-10 Household Expenditure Survey
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Low economic resource households as a proportion of households in selected life
cycle groups — 2009-10

Lone person aged under 35| - ----------- -
Couple only, reference person aged under 35| - ----- °
Couple with dependent childrenonly | - - ---------- ®
One parent with dependent childrenonly | - - -----=--= === == -~ = -~ -~~~ -~~~ -~ -
Couple with dependent and non-dependent childrenonly | --------- ]
Couple with non-dependent childrenonly | - --e
Couple only, reference person aged 55-64| - - -
Couple only, reference person aged 65+ | ----@
Lone person aged 65+ | - --------- °
Other| ---------- L]
All households | - --------- °

Source: ABS 2009-10 Survey of Income and Housing

The likelihood of having low economic The average number of people employed in low
resources was much lower among households economic resource households in 2009-10 was
with older couples and those without considerably lower than in other households
dependent children. Only 6% of households (0.8 compared with 1.4 people). The average
comprising a couple with non-dependent hours of paid work, in total by all members in
children fell into the low economic resource households with low economic resources (27
category. Older couples living by themselves hours per week), was half that of other

were also less likely than average to have low households (54 hours per week). These
economic resources, regardless of whether the differences are partly due to the lower
reference person was aged 55-64 years (6%), or proportion of people of working age in low

65 years and over (8%). While lower income economic resources households.

levels were quite common among households
comprising a couple aged 65 years and over
(63% were in the lowest two quintiles of
income), relatively higher levels of wealth
among these households (only 13% were in the
lowest two quintiles of net worth) explains why
relatively few were counted among low
economic resource households.

Households with no-one employed were twice
as likely to have low economic resources (32%)
as those with at least one person employed
(16%). Similarly, households where only one
person was employed were twice as likely to
have low economic resources (24%) as those
where two people were employed (11%).

The importance of employment to household
economic wellbeing was particularly apparent
for those with young children. Of households
comprising a couple with dependent children
where no-one was working, 70% were
identified as having low economic resources,
compared with only 22% where at least one
person was working. Among one parent
households with dependent children where
no-one was employed, 88% had low economic
resources, compared with 42% in which
someone was employed.

Among older people, living alone was
associated with a greater risk of economic
hardship. One in five (20%) people aged 65
years and over who were living alone were
considered to have low economic resources.

Employment plays a key role in economic
wellbeing for many people as it is the main way
people obtain the economic resources needed to
support current household living expenses as

well as to save for retirement. Depending on Having someone in the household employed
circumstances, a lack of employment for does not necessarily guarantee relatively higher
household members may increase the risk of economic resources. In 2009-10, more than a
economic hardship. third (37%) of households with one part-time

worker only, fell within the low economic
resource group. Even among households with
one full-time worker only, one in five (20%) had
low economic resources.
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Selected household characteristics by economic resources — 2009-10

Low economic

resource Other All
Units households(a) households households
Median age of household reference person(b) years 42 51 49
Average number of people no. 2.9 2.5 2.6
Average number of employed people no. 0.8 1.4 1.3
Average weekly hours worked(c) no. 26.6 53.9 48.3
Main source of household income from wages and
salaries % 48.5 73.5 67.8
Main source of household income from government %
pensions and allowances 43.8 13.0 19.9
Home owner without a mortgage % 4.2 34.1 27.3
Home owner with a mortgage % 27.5 47.8 43.2
Public housing % 13.0 0.5 3.3
Private renter % 50.2 15.2 23.1

(a) People in the two lowest quintiles for both equivalised disposable household income (adjusted to include imputed rent)
and equivalised net worth.

(b) Median age refers to the age which divides the group into two equal parts, one half being below this age, the other half
being above.

(c) Total average hours worked by all household members in their main and second job.

Source: ABS 2009-10 Survey of Income and Housing

wages and salary as their main source of
household income, compared with nearly three
quarters (73%) of people across other
households.

Of those living in one parent households with
low economic resources, nearly three-quarters
(74%) relied on government pensions and
allowances as their main source of household

The lower levels of employment among low
economic resource households were reflected in
relatively high reliance on government
pensions and allowances. Of people in low
economic resource households in 2009-10, 44%
relied on government pensions and allowances
as their main source of household income. This

compares with 13% of people across other
households. Around half of people in low
economic resource households (49%) had

Government benefits, taxes, and
income distribution

The government tax and transfer system
redistributes economic resources to assist those in
the community who are most in need of financial
support.

The income measure used in this article includes
government benefits, pensions and allowances
received in cash. However, the most
comprehensive income measure, final income —
equal to adjusted disposable household income
plus government social transfers in kind (e.g.
health, education and housing), less taxes on
production and consumption) — will become
available when the results of the 2009-10 study are
released in Government Benefits, Taxes and Household
Income, Australia, 2009-10 (cat. no. 6537.0) on 29
June 2012.

Results from the ABS 2003-04 study showed that
the net effect of the full range of government
benefits and taxes on the distribution of household
income was an increase in the income of
households in the lower income groups, and a
decrease in the average income of households in
the higher income groups.

income. In lone person and couple only
households where the reference person was 65
years and over and which had low economic
resources, 99% relied on government pensions
and allowances as their main source of income.

People’s command over economic resources can
influence their housing opportunities and
particularly their chances of owning their own
home. Less than a third (32%) of people in low
economic resource households lived in an
owner occupied dwelling (and only 4% in
mortgage free dwellings), compared with 82%
of other people (including 34% in mortgage free
dwellings). The lower ownership rates partly
reflect the younger age profile of those in low
economic resource households, with many at a
stage in the life course during which home
ownership is less common.

Those in low economic resource households
were much more likely to be renting in public
housing (13% compared with 1% across all
other households). As might be expected, 89%
of all public housing tenants lived in low
economic resource households.
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While information on people’s economic
resources (i.e. their income and wealth)
provides insight into their consumption
possibilities, expenditure on goods and services
provides information about their actual
consumption, and gives an indication of their
material standard of living.

In 2009-10, the average weekly equivalised
expenditure (adjusted to include imputed rent)
on goods and services of people in low
economic resource households ($500) was 57%
of the average expenditure of other households
($872).

Between 2003-04 and 2009-10, after controlling
for inflation, the weekly equivalised adjusted
household expenditure of people in low
economic resource households increased by
14% ($61). The average expenditure of other
households increased by 17% ($126) over the
same period.

Housing, food and transport were the broad
expenditure items that accounted for the largest
proportion of expenditure on goods and
services across both low economic resource
households and other households. Among
those in low economic resource households,
these items accounted for 57% of total

expenditure, while for those in other
households they accounted for 45%.

The equivalised expenditure on housing of
those who lived in low economic resource
households ($133 per week) was similar to that
of people in other households ($130). However,
housing represented a greater proportion of
total expenditure on goods and services for
those in low economic resource households
(27% compared with 15%).

The average weekly equivalised expenditure on
food among low economic resource households
($89) was 67% of that spent by other
households ($132). Transport costs accounted
for 13% of total goods and services expenditure
among low economic resource households and
15% for other households. In terms of levels, the
equivalised expenditure on transport among
low economic resource households ($62 per
week) was less than half that among other
households ($130), on average.

It was a similar situation with expenditure on
recreation, with low economic resource households
spending 10% of their total expenditure on
recreation, compared with 12% for people in other
households. However, those in low economic
resource households had considerably lower
equivalised expenditures on recreation ($50 per
week) than people in other households ($108).

Weekly equivalised expenditure by economic resources — 2009-10

Low economic

resource
households(a) Other households All households
Broad expenditure unit S % S % ) %
Goods and services
Current housing costs (selected dwelling) 133 26.6 130 15.0 131 16.6
Domestic fuel and power 17 3.3 20 2.3 19 2.4
Food and non-alcoholic beverages 89 17.8 132 15.1 122 155
Alcoholic beverages 10 1.9 21 2.4 19 2.4
Tobacco products 10 1.9 7 0.8 7 0.9
Clothing and footwear 16 3.2 30 3.4 27 3.4
Household furnishings and equipment 16 3.2 40 4.5 34 4.3
Household services and operation 29 5.9 44 5.1 41 5.2
Medical care and health expenses 15 3.0 45 5.1 38 4.8
Transport 62 12.5 130 14.9 115 145
Recreation 50 10.0 108 12.4 95 12.0
Personal care 8 1.6 16 1.8 14 1.8
Miscellaneous goods and services 34 6.8 80 9.2 70 8.9
Average weekly equivalised adjusted
expenditure on goods and services(b) 500 100.0 872 100.0 789 100.0

(a) People in the two lowest quintiles for both equivalised adjusted disposable household income (adjusted to include

imputed rent) and equivalised household net worth.
(b) Adjusted to include imputed rent.

Source: ABS 2009-10 Household Expenditure Survey; ABS 2009-10 Survey of Income and Housing
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Selected indicators of financial stress(a) by economic resources — 2009-10

Low economic

resource Other All

Household experience households(b) households households
% % %

Spend more money than we get 24.4 12.5 14.9
Unable to raise $2,000 for something important in a week 43.3 7.0 14.4
Could not pay gas/electricity/telephone bill on time 31.0 7.9 12.5
Could not pay registration/insurance on time 12.3 3.2 5.0
Pawned or sold something 8.1 1.3 2.7
Unable to heat home 6.3 0.8 1.9
Went without meals 10.1 1.4 3.2
Sought financial assistance from friends/family 20.1 4.9 7.9
Sought assistance from welfare/community organisation 10.3 0.9 2.8
millions millions millions

Total households 1.7 6.7 8.4

(a) Household situation over the past 12 months.

(b) People in the two lowest quintiles for both equivalised adjusted disposable household income (adjusted to include

imputed rent) and equivalised net worth.

Source: ABS 2009-10 Survey of Income and Housing

People in low economic resource households
had lower equivalised expenditures on medical
and health care than those in other households,
both in proportional terms (3% and 5%,
respectively), as well as levels ($15 and $45 per
week, respectively). This may be due to the
younger age profile of people in low economic
resource households. Additionally, two-thirds
(67%) of low economic resource households
had at least one person who had access to
subsidised health care through government
concession cards, compared with one-third
(34%) of other households.

While people who are comparatively well off
can experience financial stress and perceptions
of stress can vary within a household, different
rates of stress observed across groups can
provide valuable additional insights into their
relative material wellbeing.

In 2009-10, 17% of households with low
economic resources reported being able to save
money most weeks, compared with 46% of
other households. Around a quarter (24%) of
low economic resource households reported
spending more money than they received most
weeks, twice the rate of other households
(12%). This gives an indication of the extent to
which people, particularly in low economic
resource households, may be forced to draw
upon their limited assets or rely on credit from
week to week simply to make ends meet.

An important element of financial security is
the ability to meet unexpected expenses. In
2009-10, 43% of low economic resource
households reported that they would not be
able to raise $2,000 in a week for something
important. In contrast, only 7% of other
households reported being in this position.

A range of other indicators of financial stress
were more prevalent among low economic
resource households: 10% reported that they
had gone without meals in the past 12 months
due to cash flow problems, while 8% had
resorted to pawning or selling possessions. By
contrast, only 1% of other households had been
forced to either of these lengths.

Close to a third (31%) of low economic resource
households reported that they had been unable
to pay a utility bill on time in the past 12
months, and 20% had sought financial help
from friends or family due to cash flow
problems. This compares with 8% and 5%,
respectively, among other households. One in
ten (10%) low economic resource households
were forced to seek assistance from welfare or
community organisations, compared with 1%
of other households.
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While there will always be disparities between
households in terms of income and wealth, the
tax and transfers system, along with other
government interventions, serve to minimise
the risk of economic hardship, particularly at
critical points in the life course.

The 2011 Henry review into Australia’s tax and
transfer system outlined a number of
challenges facing the country over the coming
decades.? These include the need to increase
participation and productivity in the workforce;
maintain the adequacy and sustainability of the
tax and transfer system in the context of an
ageing population; increase retirement savings
through the superannuation system; and
increase housing affordability. These key
directions were set with a view to the
importance of policies that not only redistribute
income but that also promote growth of
incomes at all levels.

1 Australian Bureau of Statistics, 2001, Measuring
Wellbeing: Frameworks for Australian Social
Statistics, 2001, cat. No. 4160.0.
<www.abs.gov.au>.

2 Estimates of income for 2003-04 are not directly
comparable with 2009-10 due to improvements in
measuring income. Estimates for 2003-04 have
been recompiled to reflect the new treatment of
income, where data are available to support this
calculation.

3 Australian Government 2011, Australia’s future tax
system, viewed 27 February 2012
<www.taxreview.treasury.gov.au >.
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INTERNET www.abs.gov.au the ABS website is the best place
for data from our publications and information about the
ABS.

LIBRARY A range of ABS publications are available from public and

tertiary libraries Australia wide. Contact your nearest
library to determine whether it has the ABS statistics you
require, or visit our website for a list of libraries.

INFORMATION AND REFERRAL SERVICE

Our consultants can help you access the full range of
information published by the ABS that is available free of
charge from our website, or purchase a hard copy
publication. Information tailored to your needs can also
be requested as a 'user pays' service. Specialists are on
hand to help you with analytical or methodological

advice.
PHONE 1300 135 070
EMAIL client.services@abs.gov.au
FAX 1300 135 211
POST Client Services, ABS, GPO Box 796, Sydney NSW 2001

FREE ACCESS TO STATISTICS

All statistics on the ABS website can be downloaded free
of charge.
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