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	Key points

· New Zealand has a generally favourable distribution of living standards. More than three-quarters of the population have living standards that are “comfortable” or “good”. 
· Overall, living standards have changed little since the earlier survey, with the mean ELSI score for the population about the same in 2004 as 2000. 
· The amount of variation in living standards increased slightly, indicating a higher level of living standards inequality in 2004. For some subgroups, the proportion in the bottom level (“severe hardship”) is higher in 2004 than in 2000. 
· The relative positions of the various subgroups remain much the same in 2004 as 2000. For example, children, Māori, and Pacific peoples have lower living standards than the population as a whole, while older people, the self-employed, and couples without children have higher living standards.
· Disparities have increased since 2000 between groups with low living standards and groups with high living standards. Sole parents, those reliant on income-tested benefits, and large families have lower living standards in 2004 than in 2000.

· People who have had a marriage break-up are more likely to be in hardship than those who have not. The greater the number of break-ups, the greater the likelihood of being in hardship. (See page 82 for the definition of “marriage” as used in this report.) 
· Women who have had a marriage break-up are more likely to be in hardship than men who have had a break-up.
· More generally, people who have had multiple adverse life events (“life shocks”) are more likely to be in hardship than those who have not. The greater the number of life shocks, the greater the likelihood of being in hardship.
· People who are experiencing restrictions in social and economic participation due to a serious health condition are more likely to be in hardship than those who are not experiencing such restrictions.

· People with multiple types of payments that are causing them financial difficulty are more likely to be in hardship than people whose payments are not causing them financial difficulty.


Introduction
This chapter gives an overview of the living standards of the New Zealand population. It gives a descriptive account of the population’s living standards at present, and examines the living standards of particular subgroups of interest to policy makers and communities. Findings from the 2004 living standards survey are compared with the results from the 2000 survey. Where there has been a change in the distribution of living standards since 2000, the change is presented and discussed. 

This chapter is presented in four parts. The first part summarises the living standards of the population. The second part examines variations in living standards across different demographic groups. The third part examines the living standards of the population according to financial characteristics, and the fourth part examines the association between adversities and living standards outcomes.
Overall distribution of living standards

The previous chapter described the ELSI scale as bands made up of seven aggregate intervals (levels 1 to 7). Figure 3.1 shows the overall distribution across those bands for the New Zealand population in 2004. 
Overall, the New Zealand population has a favourable living standards distribution, with 76% of people enjoying “fairly comfortable” to “very good” living standards. However, nearly one in four New Zealanders have living standard scores that indicate some degree of hardship (levels 1 to 3). 

Figure 3.1 Living standards distribution of the total New Zealand population (2004)
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Those with a living standard at level 1 (which is characterised as “severe hardship”, the most restricted end of the range of ELSI scores) comprise 8% of the total population. Those at level 2, which marks “significant hardship”, make up a further 7% of the population, while 9% have level 3 living standards, representing “some hardship”. Level 4 is described as a “fairly comfortable” living standard and is experienced by 16% of the population. Level 5, described as a “comfortable” living standard, accounts for 25% of New Zealanders. Level 6, which represents a “good” living standard, is enjoyed by 27% of the population. Finally, those with scores that place them at level 7 of the ELSI continuum have the highest living standard. One in 12 New Zealanders (8%) have a score that places them in the top living standards category.

The 2004 findings show that the population’s overall living standards have remained similar since 2000. In 2004, as in 2000, 76% of New Zealanders were estimated to have a “fairly comfortable” to “very good” standard of living, and 24%
 were experiencing some degree of hardship. The mean living standard score has stayed relatively constant: 40.6 in 2000 to 39.7 in 2004. On the basis of the interpretive guidelines given in chapter 2 this difference between the means can be regarded as very small.

Although the average ELSI score is almost unchanged from 2000 to 2004, and the mode of the distribution remains at level 6, some change is evident in the lower part of the distribution. The change is not large but is worth examining further at this point because it is repeated, in varying degrees, in many of the distributions presented later in this report. 
The first point to note is that the proportion of the population in the hardship range of the ELSI scale (ie levels 1 to 3) has not changed: it is 24% in both years.
 However, the distribution within the hardship range has moved downwards over the period. In 2000, the proportions of the population in levels 3, 2 and 1 formed a downward sequence, with the figures being 12%, 7% and 5%. (This is what is typically found in the tail of a roughly normal distribution.) However, in 2004 the proportion at level 3 was 3% lower than in 2004 (which generally would be expected to be accompanied by declines at levels 2 and 1 also), while the proportion at level 1 (“severe hardship”) was 3% higher
 (the proportion at level 2 remained unchanged). These rises and falls have the effect of changing the shape of the lower part of the distribution. The 3% rise at level 1, although not large, is statistically significant.
 
Thus while there has been no rise in the prevalence of hardship, there has been an intensification in hardship amongst those within the hardship range (levels 1 to 3). As might be expected, this is reflected in a rise in the average deprivation score (DEPSCORE)
 of those within the hardship range. The DEPSCORES for the hardship group (levels 1 to 3) in 2000 and 2004 were 3.31 and 3.61, respectively, with the difference being statistically significant.

This phenomenon, intensification in hardship without a rise in prevalence, is initially surprising. In general, it would be expected that any economic changes that would produce a rise in “severe hardship” would also produce a rise in hardship generally, with a thickening of the whole of the lower part of the distribution. Extensive exploratory analysis was therefore carried out to gain some understanding of the observed changes. The results indicated that the complex change at the population level arises from different patterns of change having occurred amongst certain sub-populations. The population results show the combined effect of those different patterns of change.

The group contributing most strongly to the change is that comprising beneficiary families with children. Although results for that group are fully reported later, it is helpful, in this chapter, to bring forward some of those results that are most salient to understanding the change in the lower part of the population distribution.
 
In 2000, beneficiaries with children had very depressed living standards and presented a distribution that was quite distinct from the rest of the population. In particular, the mode was at level 3 (which is part of the hardship range), with two-thirds (68%) of the group at that level or lower.
 For the rest of the population, the mode was at level 6. There was a strong downward movement in the already-depressed ELSI distribution between the beneficiaries with children group in 2000 and the corresponding group in 2004. The mode dropped from level 3 to level 1, with the proportion at level 3 reducing by half (from 26% in 2000 to 13% in 2004) and the proportion at level 1 increasing by a comparable amount (from 21% to 34%). For the rest of the population, by contrast, the ELSI distribution showed little change. The effect on the population distribution was to reduce the overall proportion at level 3, leave unaltered the proportion at level 2 and increase the proportion at level 1.

The changes for beneficiaries with children are reflected more strongly in the results for some sub-populations (eg people of Māori ethnicity and children) than they are in the population as a whole. This will be highlighted where the results for such sub-populations are presented, throughout subsequent chapters of the report.

In the next part of this chapter, results are given separately for a variety of social and demographic groups, following which results are given according to financial circumstances. The chapter ends with an examination between living standards and various common types of adversity. 
Variations in living standards across demographic and social groups

Living standards vary across the population depending on a number of social and demographic factors. This section examines variation in living standards in relation to characteristics such as age, ethnicity, EFU type, region, housing tenure, education, occupation, and income source. There are three reasons for those considerations being selected.
· There is a long-standing concern about equitable social outcomes and, in the interests of equity, a view that disadvantage should not be concentrated in particular social and demographic groups, eg age groups or ethnic groups. 
· There is special concern about the wellbeing of children. This concern stems from evidence that childhood hardship can have long-term negative consequences and that children cannot affect their own living standards (to any great extent).
· Policies are increasingly targeted using risk characteristics (known to be predictive of hardship/deprivation). Therefore, there is interest in knowing how well various characteristics indicate risk of lower living standards. 

Age

Living standards vary considerably by age. In broad terms, the results shown in figure 3.2 show a similar pattern to 2000 and indicate a rise in living standards as age increases.
Figure 3.2 Living standards distribution of total population by age groups (2004)
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Children’s living standards show a great deal of variation, with 26% of children in the bottom two levels of the ELSI scale and 23% in the top two levels. 
Children have the lowest average living standard of all the age groups. They are disproportionately at the lower end of the ELSI scale, with more than one in three (38%) in some degree of hardship. This result mirrors findings from other research showing that, compared with adults, there is a higher rate of income poverty amongst children.
, 
 However, this group also has the feature of showing a great degree of variation in living standards, with 23% in the top two levels. The diversity in children’s scores is reflected in their having a higher standard deviation than any other age group.

What underlies this high variation? Chapter 4 will show that children in two-parent non-beneficiary families have predominantly “comfortable” or “good” living standards, with this group having an ELSI mean of 39.7, which is the same as for the overall population. By contrast, children in beneficiary families have a high prevalence of hardship (74%), with a very low mean ELSI score of 20.6. This high level of hardship in a segment of the child population gives cause for a continued policy focus on child poverty. This focus reflects the accumulation of a strong body of evidence demonstrating the detrimental implications of poverty for child development.

The overall living standard distribution for the 18–24-year-old group remains favourable, with more than half having living standard scores described as “comfortable”, “good” or “very good”. The favourable position of this group, despite the fact that many have low incomes, may reflect the fact that many 18–24 year olds live in multi-family households (ie with parents or flatmates
) and are able to draw on the living standards of others, either through shared resources or through economies of scale. Earlier analysis undertaken on 2000 survey data indicated that 18–24 year olds residing with their parents tended to have better living standards than those not residing with their parents.
 In support of this, Jensen et al. (2002) showed that sole-parent mothers under the age of 25 had a lower risk of being in hardship than those over age 25, particularly when they lived in multi-family households. 
The mean living standard scores of New Zealanders aged 25–44 and 45–64 are 39.1 and 43.3 respectively. While there has been little change in the mean scores for these groups since 2000, figure 3.2 shows there has been some change in living standard distribution. The proportion of 45–64 year olds with living standard scores in the “very good” category has increased from 11% to 14%, now the highest proportion of any age group in this category. 
New Zealanders aged 65 years and over have the most favourable living standard distribution of all age groups. They are over-represented in the higher living standards levels and under-represented in the categories denoting some degree of hardship. Between 2000 and 2004 there was little change in the mean living standards of this age group and similar proportions showed some degree of hardship (about 8%). The living standards of older New Zealanders and the factors contributing to the living standards of older New Zealanders is examined in more detail in chapter 5.
In 2004, as in 2000, the pattern of ELSI scores with respect to age shows dependent children to have a greater prevalence of hardship than other age groups, with child hardship strongly concentrated in benefit families. People aged 65 years and older are substantially less likely to be at the lower end of the range, while those aged 18–64 years are in an intermediate position. The estimated patterns of living standards across the age groups are consistent among ethnicities.
Living standards by age and family composition

New Zealand Living Standards 2000
 presented results obtained by applying a life-stage framework that postulates movement through a stylised sequence of living situations from youth to old age. Focusing on the life cycle phases that involve some degree of economic independence, the stages can be characterised as:
I young, financially independent, single adult, who acquires a partner to become part of a 

II young couple without children, who have children, to become part of a
III couple with children, whose children grow up to leave home, at which stage they are a 

IV middle-aged couple without children, who withdraw from the paid workforce, to become a

V retired couple, who are eventually reduced by bereavement, to a 

VI retired single person.

It is sometimes postulated that the first two stages (involving at least modest incomes that are not required to be stretched for the support of dependent children) will give rise to adequate-to-good living standards, which can be expected to fall at the point where the couple have children, followed by a rise after the children have become independent, and then a decline following retirement. In table 3.1 the cells corresponding to this sequence are shown in bold. What the table suggests is that for those who follow this life course, living standards generally follow the pattern postulated until the older ages, where living standards continue to be high (on average) rather than showing a decline. Table 3.1 also signals the many different trajectories that may be followed over the life course, suggesting that different trajectories may give rise to varying patterns of rise and fall. The 2004 pattern of living standard means by EFU type and age is similar to that for 2000. 
It is necessary to be cautious about interpreting cell values as indicating the likely pattern of changes that will occur for individuals over the course of their lives, because the sequence of social and economic conditions encountered at various ages is likely to be different for each generational cohort. Thus, for example, the relatively favourable living standards of the current set of people aged 75 years and older may not represent the situation of people who reach that age in 20 years’ time.
Table 3.1 Average living standard scores of population aged 18 years and over by age and family composition of the respondent (2004)

	EFU type
	18–24 years
	25–29 years
	30–34 years
	35–54 years
	55–64 years
	65–74 years
	75 years

plus

	Single without children
	40.1
	41.6
	39.4
	38.1
	39.0
	41.9
	47.4

	Couple without children
	39.7
	42.4
	45.8
	46.7
	47.7
	46.0
	47.8

	Couple with
children
	35.2
	36.5
	37.5
	40.4
	41.3
	-
	-

	Single with
children
	28.1
	27.6
	24.6
	27.8
	-
	-
	-


Gender

The ELSI scale is primarily a measure for the EFU, which means that the score distributions for partnered males and females will essentially be the same, with the exception of small differences associated with sampling and the effects of gender-related responses. For this reason, the results presented here are just for single adults as well as for the adult population as a whole.
Figure 3.3 shows that there is a higher proportion of single females in hardship (30%) than single males in hardship (19%). Similarly, the mean living standard scores for these two groups show lower living standards for females (37.7) compared to males (40.2). Between 2000 and 2004 however, there has been an increase in hardship for both single men and women. 
Figure 3.3 Living standards distribution of single people aged 18 years and over by gender (2004)
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Figure 3.3 shows that on average single men have moderately higher living standards than single women. This can be further examined by distinguishing between those with and without dependent children. Table 3.2 shows that living standards between genders are virtually the same for single people without dependent children living with them (40.9 for males and 40.5 for females). Average living standards are slightly lower for females with dependent children at 26.8 compared to 29.6 for single males with dependent children. The major difference in living standards for single people between genders arises due to a higher proportion of single females having dependent children than single males (20% compared to 6%). As a consequence more females are in receipt of the Domestic Purposes Benefit than males. 
Table 3.2 Average living standards of single people aged 18 years and over by gender and dependent children (2004)
	 
	Single without children
	Single with children
	All single

	Male
	40.9
	29.6
	40.2

	Female
	40.5
	26.8
	37.7


Figure 3.4 shows a roughly similar distribution of living standards and similar average living standard scores for all males and females aged 18 years and over. This is related to the fact that male–female couples living together as a family unit are assumed to have equal living standards. The higher levels of hardship for females (21%) compared to males (17%) can be accounted for by those females who are single or sole parents, as shown in figure 3.3. 

Figure 3.4 Living standards distribution of total population aged 18 years and over by gender (2004)
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Ethnicity

The following results provide a brief overview of the living standards and changes in living standards since 2000 of Māori, Pacific, European and other
 ethnic groups. 
Figure 3.5 Living standards distribution by ethnicity (2004)
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The distribution of living standards by ethnicity reveals marked differences for the groups. Figure 3.5 shows that ELSI scores are bunched towards the lower end of the living standard scale for Māori and Pacific populations and are tending towards the top of the scale for Europeans. It is important to consider the different sizes of the groups. Using the 2004 living standards survey data to estimate population proportions, around 75% are European, 15% are Māori, 10% are Pacific and 10% are classed as other.

Forty percent of Māori and 58% of the Pacific population were in some degree of hardship, compared to only 19% of Europeans. In contrast, the majority of Europeans (66%) and others (58%) have living standards that are described as “comfortable”, “good” or “very good”.

While there has been almost no change in the proportions of the Māori and Pacific populations experiencing some degree of hardship, among those experiencing hardship more were skewed towards the “severe hardship” end of the living standards continuum. For example, in 2000, 7% of Māori and 15% of Pacific people were in “severe hardship”. By 2004 this had increased to 17% and 27% respectively.

In 2000, there was a difference of 13.1 points between the means for the Pacific and European populations. In 2004, the difference in means had increased slightly to 15.7, suggesting a small increase in disparity between the living standards of these ethnic groups. Amongst the Pacific population, there has been an increase in the proportion reliant on income-tested benefits from 22% in 2000 to 26% in 2004. Māori have significantly more reliance on income-tested benefits than Europeans, although to a lesser degree than Pacific people. Analysis later in this chapter will show how the population (especially those with dependent children) reliant on income-tested benefits have had a significant fall in their living standards over this period.
The 2004 survey contained a question (that was not in the 2000 survey) on country of birth. The question was included partly in response to suggestions to the effect that Pacific people born in New Zealand are likely to be better established on average than those born elsewhere and consequently are likely to have better living standards. Comparisons between these two subgroups are given in table 3.3, which shows those born in New Zealand having a mean standard of living which is 4.4 points greater than that of those born elsewhere (32.5 and 28.1 points respectively). In addition, a greater proportion of those who were born overseas are in some level of hardship (57% compared with 38%). 
Table 3.3 Living standards of the New Zealand Pacific population aged 18 years and over by country of birth (2004)
	 
	Mean ELSI
	% in hardship

	Born in New Zealand
	32.5
	38

	Born elsewhere
	28.1
	57


The lower living standards of Pacific people born outside of New Zealand may reflect the costs of immigration and resettlement, adaptation difficulties and discrimination, and possibly the fact that this group makes higher transfers to relatives who are living overseas. A further, more comprehensive study of living standards has been designed to more specifically examine the factors contributing to the variation in Pacific living standards and the uniqueness of this population in New Zealand. 

Breakdowns by country of birth are not given for other ethnic groups because the respondent numbers are insufficient to give informative results.

EFU type

Figure 3.6 shows that average living standard scores and living standard distributions vary widely between the different types of EFUs. 
Figure 3.6 Living standards distribution of total population by EFU type (2004)


[image: image11]
[image: image12.emf]2000 percentage

17 14 26 21 13 7 1 4 8 14 18 24 24 8 3 5 10 16 25 33 8 2 3 7 11 23 41 13

2000

mean = 28.8 SD =  13.0

2000

mean = 39.4 SD =  12.7

2000

mean = 42.5 SD =  11.4

2000

mean = 45.5 SD =  10.6

2004

mean = 26.7 SD =  14.3

2004

mean = 38.5 SD =  14.2

2004

mean = 40.7 SD =  12.3

2004

mean = 46.3 SD =  10.2

difference -2.1 difference -1.0 difference -1.8

*

difference 0.8

Means


	
	Severe hardship
	
	Significant hardship
	
	Some hardship
	
	Fairly comfortable living standard
	
	Comforatable living standard
	
	Good living standard 
	
	Very good living standard


The distribution of living standards for sole-parent EFUs is markedly different from any other family type. This group has the lowest mean living standards of any EFU type (26.7), is disproportionately represented in the lower range of the living standards scale, and is under-represented at the middle and upper ranges. The result is a left-leaning distribution that indicates unfavourable living standards for the majority of sole-parent EFUs. In contrast, couples with no children have almost the opposite distribution, being under-represented in the lower ranges and over-represented in the upper ranges. This group has the most favourable distribution of all EFU types, which is evident in the higher-than-average mean living standard score (46.3).
The single with children group is estimated to be the smallest, with around 10% of the population being a member of such an EFU. Forty percent are estimated to be in couple with children EFUs, while around 25% of the population are each in single without children or couple without children EFUs.

In 2004, there is a difference of 19.6 points between the mean living standard scores of sole-parent families and couples with no children. This difference has increased from 16.7 points in 2000, indicating a small increase in disparity between EFU types. 
There has been very little change since 2000 in the proportion of sole-parent EFUs in levels 5, 6 and 7, indicating the downward shift has occurred primarily from the middle to lower end of the scale. Couples with children show a similar pattern of change although not quite as pronounced as sole-parent EFUs. In contrast, the distribution for single-person EFUs has moved from the higher levels towards the middle and the distribution of couple-only EFUs has shifted from the middle levels upward. 
Region

The current survey classifies New Zealand into five regional areas: Auckland, Wellington, other major urban areas, secondary and minor urban areas, and rural New Zealand. As geographical areas differ in levels of employment, incomes and other socio-economic indicators, corresponding differences in living standards could be expected. However, the broad breakdown used here limits the extent to which that issue can be examined. Figure 3.7 shows that in 2004 there is relatively little difference between mean living standard scores by region.

Figure 3.7 Living standards distribution of total population by region (2004)

[image: image13]
[image: image14.emf]2000 percentage

5 8 16 17 21 25 8 3 5 9 20 20 31 12 5 7 11 16 24 28 9 4 6 12 16 23 33 7 4 5 10 13 26 32 10

2000

mean = 39.2 SD =  13.3

2000

mean = 42.6 SD =  11.7

2000

mean = 40.4 SD =  13

2000

mean = 41.0 SD =  12.5

2000

mean = 42.4 SD =  12.2

2004

mean = 38.3 SD =  15.3

2004

mean = 40.2 SD =  13.4

2004

mean = 40.3 SD =  13

2004

mean = 40.0 SD =  13.8

2004

mean = 40.8 SD =  13.1

difference -0.9 difference -2.4 difference -0.1 difference -1.0 difference -1.6

Means


	
	Severe hardship
	
	Significant hardship
	
	Some hardship
	
	Fairly comfortable living standard
	
	Comforatable living standard
	
	Good living standard 
	
	Very good living standard


People living in Auckland have the lowest mean living standard score of all regions (38.3) and the highest proportion with ELSI scores indicating some degree of hardship (28%). People in rural New Zealand and other major urban areas have the highest mean ELSI scores (40.8% and 40.3%) and are the least likely to be in hardship (21% each).

People living in Wellington have had an increase in the proportion of the population experiencing some degree of hardship (from 17% in 2000 to 25% in 2004). The pattern of change for the Auckland population is somewhat different, with increases at both the highest and lowest ELSI levels, which may suggest increasing inequality for people in this region. 
Housing tenure

Figure 3.8 shows the very different living standards distributions of EFUs based on housing tenure. Homeowners, with and without mortgages, have right-leaning distributions, indicating favourable living standards, while Housing New Zealand (HNZC) tenants have a left-leaning distribution. 
Figure 3.8 Living standards distribution of total population by housing tenure (2004)
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The mean living standards of mortgage-free homeowners are the highest of any housing tenure group (47.1). The mean for family trusts and mortgaged homeowners are considerably lower (41.8 and 41.6 respectively), but still indicate very high average living standards relative to other groups. 
Living standards are lowest among HNZC tenants, with those in 2004 having lower mean living standards (21.6) than HNZC tenants in 2000 (25.4). Thirty-nine percent of HNZC tenants in 2004 have living standard scores in the lowest ELSI interval, compared to 20% in 2000. HNZC tenants are at least three times more likely than any other group to be in “severe hardship”. The main reason why this group has markedly lower living standards is that HNZC housing is allocated on the basis of need. Government policy on rental charges for HNZC properties changed from market-related rents to income-related rents between the two surveys, with a consequential tightening of the targeting of state housing to those in hardship. As at June 2004, around half (53%
) of HNZC’s tenants had also been HNZC tenants at June 2000. This indicates that there has been a large shift in the composition of tenants, with those housed after 2000 being selected from waiting lists using a social allocation criterion. It must also be noted that those renting from HNZC are a small group comprising around an estimated 5% of the population.
The income-related rents policy has the effect of providing most tenants with a higher level of rent subsidy than they would otherwise have been receiving,
 thus reducing the financial pressures on those families. However, it is clear that many of them continue to be in considerable hardship. The very low mean score for the 2004 tenants almost certainly is the outcome of a more targeted selection process that favours those who have multiple sources of deprivation. 
With regard to local authority tenancies, allocation policies vary. The pattern of living standards for people who rent from local authorities has shifted towards the centre of the ELSI scale.
 In 2004, 54% of this group have living standard scores at level 5 (described as “good”) compared to 22% in 2000, and only 20% were in some degree of hardship (levels 1, 2 and 3), down from 47% in 2000. This may reflect changes in the numbers and/or allocation of local authority-owned housing.
Although homeownership seems to be an indicator of superior living standards, the rate of homeownership has been falling in recent years and is indeed predicted to continue to fall into the future.
 As at June 2004 home affordability, as measured by AMP’s National Home Affordability Index, had fallen for eight consecutive quarters.
 Although wages continued to rise, the increase in median house prices far exceeded them. This highlights the increasing difficulty first-home buyers are encountering getting their feet on the first rung of the ownership ladder. The Government’s 2005 Budget included measures intended to ameliorate this difficulty.
 
Education

Figure 3.9 presents the living standard distribution for four levels of educational qualification (no formal qualification, school qualification, occupational certificate or diploma, and Bachelors degree or higher) and the change in distribution since 2000. It shows that overall there is a positive association between living standards and levels of qualifications obtained.
Figure 3.9 Living standards distribution of population aged 18 years and over by highest educational qualifications (2004)
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People with no formal qualifications are the most likely to have living standard scores at the lower end of the ELSI distribution (levels 1–3). Twenty-nine percent of people in this group were in hardship, compared to 11% of people with a Bachelors degree or higher. The high representation of people with no formal qualification at level 6, described as having “good” living standards, may in part be a consequence of the favourable living standard distribution of older New Zealanders, who tend to have lower levels of formal education. The living standards of older New Zealanders are explored in more detail in chapter 5.
Since 2000, there has been an increase in “severe hardship” amongst those with no formal qualifications and their average living standards score has fallen slightly from 39.6 in 2000 to 37.3 in 2004. In 2004, those with no formal qualifications continued to have an average living standard score which was below that of the overall population. 
Standardising for age – controlling for the effect of older people predominantly found in the lower education group – strengthens the relationship between mean living standards and education (see table 3.4).
Table 3.4 Mean ELSI score and mean score standardised for age by highest educational qualification of those aged 18 years and over (2004)
	Qualification
	ELSI mean
	Age-standardised mean

	No formal qualification
	37.3
	35.1

	School qualification
	41.0
	41.2

	Occupational certificate or diploma
	41.4
	41.2

	Bachelors degree or higher qualification
	45.2
	45.7


Occupation

Figure 3.10 shows the ELSI distribution for various major occupational groups based on the New Zealand Standard Classification of Occupations (NZSCO90). The occupational groups are ranked from highest to lowest on the basis of skill requirements to perform a job.
 The analysis is based on the working-age population (18–64 years) who are in single-earner EFUs and are in full-time employment. This enables a more focused examination of the association between occupation and living standards without the confounding influence of variation in hours worked and multiple-earner EFUs. 
Figure 3.10 Living standards distribution of population aged 18–64 years in EFUs with a single income earner who is full-time employed by occupational groups (2004)
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Among the full-time employed population aged 18–64 years who are in single-earner EFUs, those with elementary occupations (ie “lower-skilled” occupations) have the lowest mean living standards score (38.1); legislators, administrators and managers have the highest mean living standards score (45.7) and all other occupational groups fall between these scores. On average, living standards have fallen for elementary and professional workers. 
Figure 3.10 shows that the majority of full-time employed, working-age people are located in the upper three living standards intervals, regardless of occupation. The two occupational groups with the highest mean scores, legislators, administrators and managers and professionals, have right-leaning distributions, with a clear majority of these populations having “comfortable” to “very good” living standards. 
The living standards of the self-employed

Among the population receiving market income, information was collected on whether they received income from self-employment earnings or wages and salaries. It is estimated that around 15% of those receiving a market income were self-employed.
EFUs with income primarily from self-employment have equivalent disposable incomes that are a little higher than those whose income is primarily from wages and salaries. On this basis it might be expected that the former group would have higher living standards than the latter. In addition, it can be speculated that some self-employed people may be better off than income data alone suggests, because they are able to boost their consumption (and thus their living standards) at the expense of their declared income. Some support for this idea was provided by exploratory regression analyses (referred to in chapter 2) that gave estimates of ELSI scores on the basis of income, assets and some other explanatory variables. The results indicated that people with income from self-employment had average ELSI scores that were higher than would be expected from the explanatory variables, suggesting that there may be some feature of self-employment, distinct from the reported level of income it provides, that independently elevates living standards. 
Figure 3.11 examines the living standards distributions of those aged 18–64 years who are full-time employed and are members of single-earner EFUs. As mentioned earlier, this segmentation of the population enables a more focused examination of the association between market income source and living standards without the confounding influences of variation in hours worked, multiple-earner EFUs, and variation in sources of income for those multiple-earner EFUs. 
Figure 3.11 Living standards distribution of population aged 18–64 years who are full-time earners in single-earner EFUs by market income source (2004)
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Between 2000 and 2004 there was a decrease in self-employed people experiencing hardship to some degree (down from 13% in 2000 to 6% in 2004) and an increase in those with “comfortable” to “good” living standards (up from 70% in 2000 to 80% in 2004). The self-employed continue to have higher average living standards compared with wage and salary earners and the gap in mean living standards between these groups has increased from 2.3 to 5.1. This divergence may reflect the combined effect of several factors relating to the recent positive economic conditions. Improvements in employment prospects may have caused some marginal self-employed to move into wage and salary jobs. Those remaining in the self-employed group would tend to be those in a better position to take advantage of the strong economy. This is demonstrated by the fact that equivalent disposable income for wage and salary earners has only increased by one-fifth of that of the self-employed.
Income source
People reliant on income-tested benefits have low incomes and also a relatively high likelihood of other forms of disadvantage (sickness, disability, poor English language skills, etc). As a consequence, there has been a long-standing concern about their wellbeing by social policy makers and the public at large. Government policy has sought to find a socially acceptable balance between reducing hardship among beneficiaries and avoiding the creation of disincentives to self-reliance (and consequent poverty traps).
The following analysis divides the population into three mutually exclusive groups.

· Income-tested benefit specified here as people in EFUs where there was receipt of an income-tested benefit (core benefit) in the last 12 months and no one was in full-time employment at the time of the survey (this group comprised around 15% of the population).
· New Zealand Superannuation specified here as people in EFUs where there was receipt of New Zealand Superannuation
 (this group comprised around 15% of the population).
· Market income specified here as people in EFUs in neither of the above two categories and therefore receiving income primarily from market sources (this is by far the largest group, comprising an estimated 70% of the population).
Figure 3.12 Living standards distribution of total population by income source of EFU (2004)
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The distribution of the beneficiary group is very different from the distributions of the market income group and New Zealand Superannuitants. The latter two groups have strongly right-leaning distributions, with the peak frequency at level 6 (“good” living standards). For both groups, the mean ELSI scores (41.7 and 46.2 respectively) are higher than the mean for the overall population (39.7).

By contrast, the beneficiary group has a strongly left-leaning distribution in which the peak is at level 1 (“severe hardship”). The mean ELSI score is 25.6, which is more than a whole standard deviation below the population mean. This indicates that in 2004 the beneficiary group had very depressed living standards compared with New Zealanders as a whole.

This point is reinforced by examining the proportions at the hardship levels (ie levels 1 to 3). Sixty-one percent of the beneficiary group are in some degree of hardship, compared to 19% of the market income group and 8% of the superannuitants. The living standards distribution of beneficiaries within the lower categories is now bunched more strongly towards the lowest ELSI level, resulting in 26% being in “severe hardship” compared to 17% in 2000. 
The question arises as to why the beneficiary group (unlike the market income and superannuation groups) has shown a substantial rise in “severe hardship” and reduction in the ELSI mean. Results given in New Zealand Living Standards 2000
 showed that beneficiaries were a not a uniform group with respect to living standards, but that beneficiaries with children had substantially lower living standards than beneficiaries without children. It is of interest to examine whether this difference remains or has changed since the earlier survey. In addition, as noted in chapter 1, there have been changes in the numbers of people receiving different types of income-tested benefits, resulting in an overall reduction in the size and composition of the beneficiary group. It is also of interest, therefore, to examine whether these changes have altered the proportions of beneficiaries with and without children, thereby affecting the living standard distribution of the beneficiary group. These issues are considered below.

Figure 3.13 compares the living standard distributions of beneficiary EFUs with and without children. In broad terms, the 2004 distributions show the same sharp contrast as was found in 2000. Beneficiaries without children have a right-leaning distribution, with a peak at level 5 (“comfortable” living standard), while the beneficiaries with children have a left-leaning distribution, with a peak at the lowest living standard level (“severe hardship”).

Figure 3.13 Living standards distribution of beneficiary EFUs by presence of children (2004)
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The contrast between the shapes of the two distributions shown in figure 3.13 is reflected in the large difference between their ELSI means: 32.5 for beneficiaries without children compared with the much lower value of 21.1 for beneficiaries with children. Furthermore when these results are compared with the corresponding figures for 2000, it is found that the gap between the two beneficiary groups widened.

Beneficiaries without children have very similar distributions in the two survey years.
 The widening gap between beneficiaries with children and beneficiaries without children is the consequence of a moderate downward movement in the ELSI distribution for beneficiaries with children.
 In 2000 the peak of the distribution was at level 3, but by 2004 (as noted above) the peak was at level 1. This sharp downward movement resulted in a large increase in the proportion of beneficiaries with children who are in severe hardship, from 21% in 2000 to 34% in 2004.

Reference was made earlier to the possible contribution of changes in beneficiary numbers. In June 2000 the number of EFUs reliant on Unemployment Benefit was 146,000
 (of which 18% were EFUs with children). By 2004 this had reduced to 74,000 (of which 14% were EFUs with children). The corresponding numbers for Sickness and Invalid’s Benefits were 88,000 and 116,000 (14% with children in both years). For the Domestic Purposes Benefit there were 109,000 (96% with children) in 2000 and 110,000 (95% with children) in 2004.
 These changes in the numbers of EFUs receiving the various types of benefits resulted in a change in the composition of the overall beneficiary group. In 2000 Domestic Purposes Beneficiaries comprised 29% of the overall beneficiary group, with Unemployment Beneficiaries and Sickness and Invalid’s Beneficiaries comprising 63%. The corresponding figures for 2004 were 33% (Domestic Purposes Benefit) and 58% (Unemployment, Sickness and Invalid’s Benefits). 

In relation to the earlier breakdown in figure 3.12, beneficiaries with children made up 41% of the beneficiary group in 2000 and 43% in 2004; that is to say, there has been a small rise in the proportion of beneficiaries who have children.

It is possible to estimate the reduction that would have occurred in the ELSI mean for the overall beneficiary group if there had been no change to the 2000 living standard distributions of those with children or those without children but a rise (as observed) in the proportion of beneficiaries who have children. This procedure shows the effect of the with/without-children compositional change from 2000 to 2004, without the effect of the change in the living standard distributions. It is found that this compositional change, by itself, would have caused the ELSI mean for the beneficiary group to drop by 0.2 of an ELSI point, which is less than one-tenth of the drop that has occurred. 
In a similar way, it is possible to estimate the reduction that would have occurred in the ELSI mean for the beneficiary group if there had been changes (as observed) in the living standard distributions of the constituent subgroups but no compositional change. Specifically, the result shows how much of the reduction was due to the living standards drop for beneficiaries without children (which was small) and the drop for beneficiaries with children (which was much larger). It is found that the drops for those subgroups account for nine-tenths of the reduction that occurred in the ELSI mean of the beneficiary group.

The conclusion that can be drawn from these results is that the drop in the living standards of the beneficiary group is not (to any great extent) a consequence of the compositional change in the group but is primarily the consequence of the reduced living standards (and large rise in “severe hardship”) of those beneficiaries who have children. The reasons for this are not known. They may include increased pressures on parents to meet rising education-related and health costs and the costs of managing increased levels of personal debt. Another factor could be that there was a slight decrease in the benefit income received by Domestic Purposes Beneficiaries (the largest group of beneficiaries with dependent children), largely due to the non-indexation of Family Support. However, these speculations cannot be tested within the context of the study because the information that would be required for that analysis was not collected in the surveys.
Figure 3.14 Living standards distribution of market-income EFUs by presence of children (2004)
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Figure 3.14 gives results for EFUs with market income, in the same format above for beneficiaries. Unlike the beneficiary group, for EFUs with market incomes the living standard distributions are broadly similar in shape for those with children and those without. The main distinction between them is that the mean living standard of those with children is about five ELSI points lower than the mean of those without. The distributions of those with and without children show virtually no change between 2000 and 2004. 

The lack of change in the market income distributions serves to emphasise the specificity of the previous result for beneficiaries with children. There has not been an appreciable drop in living standards amongst beneficiaries generally nor amongst families with children generally, but there has been a drop specifically amongst beneficiaries with children. This drop is reflected in an attenuated way in the results for groups that include beneficiaries with children.

This section has examined variation in living standards for groups defined by common social and demographic characteristics. The following section provides a similar examination in relation to some basic financial variables.
Living standards by financial characteristics of the population

Previous research
 has indicated that people’s living standards reflect the combined effects of many factors, some relating to their current circumstances (eg current income, housing costs) and some relating to life history (eg death of a partner in the preceding decade, marital separation involving property settlement, business failure, being the victim of crime). This section examines the way in which living standards vary with income, asset position and housing costs. Results on the relationship between living standards and some indicators of adversity are presented in part 4. 
Income

The analysis in figure 3.15 is based on the annual income for the EFU. The income variable ranks the population in EFUs by their equivalent disposable incomes. The equivalisation procedure is used to account for variations in family size and composition.
 In 2004 living standards increased consistently with disposable income.
Figure 3.15 Living standards of total population by equivalent disposable income of the EFU (2004)
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EFUs with an equivalent disposable income of $10,000 or less have a disproportionately high representation at the lower end of the living standards scale, with 50% of this group living in some degree of hardship. The proportion in hardship decreases as disposable income goes up. At least half of all people in EFUs with disposable incomes of $30,001 or more have “good” or “very good” living standards, with 45% of those with equivalent disposable income of $70,001 or more scoring in the “very good” living standards category. Perhaps surprisingly, 13% of EFUs with disposable income of $10,000 or less have “good” or “very good” living standards. These results indicate that while having a low income does not exclude the possibility of high living standards, high income eliminates the risk of low living standards. Chapter 6 presents findings for those on low incomes and shows that it is an extremely heterogeneous group with variation in most demographic characteristics.
Asset position

Assets can influence living standards indirectly by their effects on levels of income. That is, savings and investments can raise living standards by being progressively run down (spent) to permit a higher level of consumption than would otherwise have occurred. There is also likely to be a direct effect in which assets act as a buffer or cushion against unexpected economic shocks.
 
The analysis presented here is based on questions asked of the financial value of the assets that the EFU has, excluding the value of the owner-occupied dwelling.
 The overall pattern shown in figure 3.16 is for EFUs with higher value assets to have higher living standard scores. 
Figure 3.16 Living standards distribution of the total population by asset value (2004)
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Mean living standard scores increase as asset values increase, from 33.7 for EFUs with assets in the $10,000 or less range, to 52.2 for those with assets of $300,001 or more. However, it is not essential to have high asset levels to obtain a high living standard. More than half of New Zealand EFUs have assets valued at $10,000 or less, and 17% of this group have “good” or “very good” living standard scores. 
Nonetheless, 39% of EFUs with assets of $10,000 or less live in some degree of hardship (compared to less than 10% of the other asset value groups). This group also had a fall in average living standards since 2000 (from 36.9 to 33.7). The proportion in hardship rose six percentage points to 38%. Also of significance is that the proportion in “severe hardship” rose from 6% to 13%. 
The $10,000 or less group is by far the largest, comprising an estimated 60% of the population. The remainder of the population is spread relatively evenly across the other asset value groups.
Housing costs

In Living Standards of Older New Zealanders,
 housing costs were found to be a key determinant of the living standards of that group. Older New Zealanders who had high housing costs were substantially worse off than those who had low housing costs. A relatively high proportion of older New Zealanders owned their homes without a mortgage and those with high housing costs were mainly renters.
 

The 2000 living standards study showed that for the population as a whole there is a complex relationship between living standards and housing costs, a conclusion that is supported by the 2004 data. Housing costs presented in figure 3.17 are for the EFU and include weekly mortgage payments, rent, board and body corporate costs. This measure will slightly underestimate housing costs of those who own their own homes as it excludes rates.
 
Figure 3.17 Living standards of the total population by weekly housing costs (2004)
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Figure 3.17 shows mean living standard scores decrease across the first three housing cost categories, nil costs (42.4), $1–199 (39.4) and $200–$399 (37.5), and increase sharply for those with the highest housing costs, $400 or more (45.4). This finding reflects the tendency for people in the highest housing cost bracket to have high incomes, which enable them to have higher living standards.

Since 2000, mean living standard scores have decreased for those with zero housing costs from 47.0 to 42.4, and there was an increase in the likelihood of experiencing some degree of hardship from 8% in 2000 to 15% in 2004. There was also an increase in the likelihood of some degree of hardship amongst those with high accommodation costs ($400 or more per week) from 5% in 2000 to 11% in 2004. This may in part reflect higher mortgage repayments for new homeowners. 
Housing cost outgoings to income (HOTI)
In the results given above (figure 3.17), the highest ELSI mean is found for the group with the greatest housing costs ($400 or more per week), which is a consequence of that group having a high average income. Another way to analyse housing costs is to express those costs as a proportion of after-tax income. The resulting measure, housing cost outgoings to income (HOTI), is widely used as an indicator of housing affordability. For lower-income EFUs especially,
 high housing costs relative to income will often leave insufficient income to meet basic needs.
 
Figure 3.18 shows that average living standards are inversely related to the proportion of income spent on housing. People in the lowest HOTI category have an average living standard of 44.9, while those in the highest category have an average of only 31.3. Although the lowest HOTI category contains relatively few people in hardship (12%), being in the highest HOTI category does not preclude high living standards. Those in the highest category are a diverse group, as indicated by their living standard scores having a relatively high standard deviation (14.7).

Figure 3.18 Living standards distribution of the total population by housing cost outgoings to income (HOTI) (2004)
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The final part of this chapter examines the relationship between living standards and various common types of adversity.
Adversity and living standards
The 2004 living standards survey included a range of questions,
 not in the earlier survey, regarding factors that could explain variation in living standards within the population. Topics covered by these new questions included incidents that constitute “life shocks” (eg being a victim of crime or suffering a health shock), restrictions on social and economic participation (eg inability to work) that are a direct result of poor health, and financial difficulties caused by making various types of payments (eg debt repayments or housing costs).
Information is presented below on how living standards vary with respect to these factors, which were chosen on the basis of relevant scholarly literature and MSD’s previous research.

In future work, further analysis will be undertaken to examine a wider range of explanatory factors and determine their relative importance. 
Marriage break-up

As well as having adverse emotional and psychological effects, the break-up of a marriage or marriage-like relationship can have a major impact on the living standards of the people concerned, especially when the relationship has been long-standing and finances and/or children are involved. There has been growing interest in this issue, which has now generated extensive literature. The 2004 living standards survey collected information about respondents’ previous relationships, whether de facto or de jure, permitting an examination to be made of the association between living standard and relationship break-up. An estimated 65% reported never having a marriage-like relationship break-up, while around 25% reported having one and 10% reported more than one break-up.
Figure 3.19 Living standards distribution of population aged 18 years and over by the number of break-ups (2004)
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Figure 3.19 shows a clear relationship between living standards and having been through the break-up of a relationship, with a strong decline across the three groups. For those who have two or more break-ups, the percentage in hardship is 36%, compared with 15% for those who had no break-ups. The ELSI means for these groups are 34.7 and 43.2 respectively. 
There are numerous studies suggesting that a marriage break-up is more likely to have adverse financial consequences for a woman than a man, especially when there are children of whom the woman has custody.
 Table 3.5 gives the mean ELSI scores and hardship percentages for men and women, grouped according to their number of break-ups.
Table 3.5 Living standards of men and women (aged 18 and over) by number of break-ups (2004)
	 
	 
	Number of break-ups

	 
	 
	None
	One
	Two or more

	Mean ELSI
	Male
	44.0
	41.6
	37.0

	 
	Female
	42.4
	36.9
	32.9

	% in hardship
	Male
	12.5
	17.6
	28.0

	 
	Female
	17.4
	32.2
	41.8


Table 3.5 shows that women who have had a break-up have appreciably lower living standards on average than men who have had a break-up. By contrast, there is only a small difference between the living standards of men and women who have not had a break-up. The data collected offers the opportunity for a much more extensive examination of ways in which relationship break-ups have differential outcomes for men and women. That is beyond the scope of the present report, however, and will be taken up in subsequent living standards work.

Life shocks
A marriage break-up is just one of many types of negative life events (often referred to as “life shocks”) with the potential to have a long-lasting effect on a person’s living standard. Questions included in the 2004 living standards questionnaire cover a range of past life shocks, including financial shocks (eg bankruptcy), employment-related shocks (eg redundancy), health-related shocks (eg accident) and so on. 
Figure 3.20 shows the association between the number of life shocks (including marriage break-up) and living standards. Care must be taken in interpreting the statistical association between life shocks and living standards. While there is evidence that life shocks can have long-term adverse consequences, it is also likely that low living standards increase the likelihood of life shocks occurring. 

Figure 3.20 Living standards distribution of the population aged 18 years and over by number of life shocks (2004)
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An estimated 25% of the adult population had no life shocks, while the majority (65%) had between one and seven life shocks and only an estimated 10% had eight or more life shocks.

Figure 3.20 shows that those who have had no life shocks have a favourable distribution, with a mean ELSI score of 44.6 and a proportion in hardship of 11%. Those who have between one and seven life shocks have a less favourable distribution, but the difference is not large; the ELSI mean is 42.0 and the proportion in hardship is 18%. By contrast, for people with eight or more life shocks the distribution has shifted markedly towards the lower end of the range, and the mean score of 31.7 is substantially lower than the means of the other groups. The proportion in hardship is 46%.

This pattern of differences may reflect a “threshold effect”, with most types of life shocks not having a substantial impact when they occur in isolation but having a large effect when the overall burden of adversity reaches a certain level (sometimes referred to as the “tipping point”).

Health restrictions

Health is a critical component of wellbeing. Poor health in a family can restrict social participation, including capability for employment. Furthermore, health-related costs can be a substantial drain on family finances. 

While poor health can be expected to lower living standards, there is also evidence that poor living standards increase the risk of poor health. Thus the observed statistical association between health problems and lower living standards probably does not reflect a simple causal relationship but rather a recursive process (a “causal loop”) whereby each influences the other.
The 2004 living standards survey included a series of questions to identify whether the respondent had had serious health problems during the preceding year, with an associated series of questions to ascertain the extent to which those problems had resulted in restrictions of various types.
 The majority of the adult population have no restrictions caused by a serious health condition (around 75%).
Figure 3.21 Living standards distribution of population aged 18 years and over by number of types of restrictions on social and economic participation caused by serious health problems (2004)
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Figure 3.21 looks at the relationship between living standards and the extent to which a health problem has restricted areas of family life such as employment, social activities and/or participation in education or training. 
While living standards are similar for those with zero or one to two types of restrictions, the likelihood of hardship and lower living standards is greater for respondents who have three or more restrictions in participation in social and economic activity due to a serious health condition. The mean ELSI score is lowest for this group at 34.8 points. 
Financial difficulties caused by making payments 

Results are given here on the relationship between low living standards and whether the respondent is caused financial difficulty by making common types of payments. Some types are regularly recurring (eg housing costs), but even people who are able to budget effectively for these may be caused financial difficulty by unanticipated costs (such as may result from an accident). For people with inadequate or precarious incomes, meeting recurring shortfalls through the steady escalation of personal debt may bring short-term relief but long-term risk of financial calamity, most commonly through unmanageable interest and repayment commitments.
 This issue – the adverse consequences of high personal debt – is currently under scrutiny by social policy makers.

The 2004 living standards survey included a series of questions on whether the respondent had been caused financial difficulty through payments of various types (which included housing, work, travel, childcare, education fees, home repairs and loan repayments). Figure 3.22 shows how living standards vary with the number of types of payments causing difficulty.

As with some of the other breakdowns presented in this section, care has to be taken in interpreting the statistical association indicated by the results. The association may arise in part through a tendency for people to have lower living standards when certain types of costs (eg housing) are high in relation to their incomes. This association may, to some extent, go some way toward explaining living standard variation. On the other hand, the association may partially be a reflection of the difficulties encountered by low-income people in stretching their incomes across the many areas of expenditure that relate to their various needs. The latter comment points to the possibility that the breakdown variable (ie number of types of payments causing financial difficulty) is to some extent serving as another measure of living standard, in which case it would be tautological to treat it as providing an explanation of living standard variation. 

Figure 3.22 Living standards distribution of the population aged 18 years and over by number of types of payments causing financial difficulty (2004)
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Figure 3.22 shows a very strong relationship between higher levels of hardship and increased number of types of payments causing difficulty. For example, the mean ELSI score falls steadily from 48.0 for those who have no payment difficulties to 24.3 for those with six or more. 
Summary

This chapter has presented the living standard distribution for the population as a whole and for subgroups defined by a number of standard social and demographic characteristics. Overall, the New Zealand population has a favourable distribution, with more than three-quarters having living standards in the range from “fairly comfortable” to “very good”. 
The average overall ELSI score for 2004 was very similar to the average for 2000, but the amount of variation increased somewhat. Consequently, the proportion in the bottom category, “severe hardship”, was a little higher in 2004 than 2000 (8% compared with 5%). For some particular subgroups this proportion was higher in 2004 than 2000.

The 2004 survey shows large differences between the various subgroups in their living standards. Notably high average living standard scores are found among: 

· New Zealanders aged 45 years and over (including those aged 65 years and over)
· couples without children
· mortgage-free homeowners
· people with Bachelors degrees or higher qualifications
· people working as legislators, administrators, managers or professionals and those in agricultural occupations
· people with income from self-employment
· people in receipt of New Zealand Superannuation
· people with equivalent disposable incomes of $30,001 or higher
· people with assets valued over $10,001
· people with very high housing costs ($400 or more per week).
In contrast, lower-than-average living standard scores are found among:

· Māori and Pacific New Zealanders
· sole-parent families

· Housing New Zealand tenants and people renting from private landlords
· people working in elementary occupations
· people receiving income-tested benefits
· New Zealanders with low income (particularly those with an annual equivalent disposable income of $20,000 or less)
· New Zealanders with few or no assets.
Groups for which living standards were lower in 2004 than 2000 include:
· 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.
It was found that in 2004 beneficiaries with children had markedly lower living standards than such beneficiaries in 2000. That difference underlies the differences between 2000 and 2004 for a number of the groups listed above. 

As well as presenting living standards results for demographic subgroups, this chapter has also given results relating to various types of adversity. 

The 2004 respondents were asked whether they had experienced various types of adverse events (life shocks). It was found that those who have had a marriage break-up have lower living standards on average than those who have not. Further, the greater the number of break-ups, the greater the impact on living standards. Women’s living standards are more severely affected by a break-up than those of men.
More generally, an inverse association was found between living standards and the number of life shocks of all types; that is to say, the greater the number of life shocks, the lower the mean ELSI score.

Similarly, an inverse association was found between living standards and the number of types of restrictions in social and economic participation caused by serious health problems. 
The final set of results presented in this chapter related to whether the respondent was caused financial difficulty in making common types of payments. An inverse relationship was found between living standards and the number of types of payments causing financial difficulty.

The purpose of this chapter has been to show some of the important ways in which living standards vary between different parts of the population, but not to explain those variations. The results presented have served to identify a number of variables that have strong statistical associations with living standards. It cannot be assumed, however, that these associations reflect simple relationships of cause and effect.

The following chapters explore in more detail the living standards of some specific subgroups. 
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� An asterisk printed by the difference indicates that the difference in ELSI means between 2000 and 2004 are significant at the 95% confidence level, ie a p-value less than 0.05. Appendix C reports the confidence intervals for the 2004 mean ELSI, and statistical significance for changes in means, hardship and “severe hardship”.


� Proportions in hardship and differences in the mean ELSI scores reported are calculated from unrounded numbers, therefore they may differ from the sum of the proportions given in the figures.


� However, because of the substantial sample sizes for both surveys this small difference in means is statistically significant (t = 2.23, p < 0.05). Appendix C reports the statistical significance of changes in means.


� Refer to appendix C for the statistical significance of changes in hardship.


� Refer to appendix C for the statistical significance of changes in “severe hardship”.


� A p-value less than 0.001.


� The composition and properties of the DEPSCORE are described in chapter 2.


� It is important to keep in mind that the results for 2000 and 2004 are from two independent cross-sectional surveys, not from a single longitudinal study in which the same group of people were each interviewed on two occasions, four years apart. Thus when it is said, for example, that beneficiaries with children showed a rise in the proportion in severe hardship, this is a short-hand way of saying that the proportion for the 2004 group of beneficiaries with children was higher than the proportion for the corresponding group in 2000. It is not reporting a change for a particular set of individuals.


� The exploratory analysis pointed to changes in some other sub-populations that also contribute to the changes in the population distribution between 2000 and 2004, but their effects are smaller than those produced by the big reduction in the living standards of beneficiaries with children.


� The figures given in this discussion – as for all results in this chapter – relate to population estimates of numbers of individuals in the designated categories. Thus “beneficiaries with children” is a short-hand reference to all members of EFUs comprising beneficiaries with children.


� The changes in the distribution for beneficiaries with children are not, of course, reflected in sub-populations (such as people whose main income is from market sources) that do not include any beneficiaries with children.


�Adult respondents aged 18 years and over are weighted to represent the total adult population. Children in this study were not surveyed in their own right but are counted in the EFUs of which they are members. As stated on page 2 the living standard score assigned to the relevant EFU is assigned to the child or children in the unit. The children in the sampled EFUs are weighted to represent the count of children in the total population.


� Refer to appendix B for the distributions within ELSI levels by differing social and demographic factors and the relative sizes of the groups as a whole. These are reported for all figures in chapter 3.


� For example, Ballantyne et al. 2004.


� Ballantyne et al. use 50% of the median equivalised household income as the measure. 


� Interestingly, between 2000 and 2004 the proportion of 18–24 year olds who were residing away from parents/caregivers increased from 47% to 61%. Many of these young people are likely to be participating in education or training and therefore have limited incomes. 


� Ministry of Social Policy 2001.


� Krishnan, Jensen and Ballantyne 2002.


� Bold cells indicate typical progression through the life-cycle model.


� Ethnic categories are not mutually exclusive; ethnicity is based on total responses to the ethnicity question. For example, if an adult respondent, or their partner or child, specified Pacific as one of their ethnicities, they are all counted as part of the Pacific ethnic group. This procedure is followed for all the ethnic groups. Note that this definition differs from that used in chapter 4, which assigns an ethnicity classification to the EFU.


� All ethnic groups not listed above are grouped in the “other” category. This is because these groups are not large enough to constitute a category for analysis on their own.


� Refer to appendix B for the distributions within ELSI levels by differing social and demographic factors and the relative sizes of the groups as a whole. These are reported for all figures in chapter 3.


� Due to the groups not being mutually exclusive, the proportions do not add up to 100%.


� Both of these increases in the severe hardship category are statistically significant with a p-value less than 0.001 for Māori and 0.002 for Pacific people.


� The analysis here is based on counts of people in the different EFUs. For example, where we refer to sole-parent families we mean the population in sole-parent families.


� Refer to appendix B for the distributions within ELSI levels by differing social and demographic factors and the relative sizes of the groups as a whole. These are reported for all figures in chapter 3.


� The Auckland and Wellington areas presented here are based on the Auckland and Wellington Regional Council areas.


� Refer to appendix B for the distributions within ELSI levels by differing social and demographic factors and the relative sizes of the groups as a whole. These are reported for all figures in chapter 3.


� Housing New Zealand, 2005.


� In June 2000 the mean HNZC rent was $165 per week. In June 2004 the mean HNZC rent for those paying an income-related rent was $88 per week. For those paying market rent the mean was $198 per week (Housing New Zealand, 2005).


� These findings are based on a small sample size and may not be representative of local authority tenants as a whole.


� DTZ Research 2004.


� Crews 2004.


� The 2005 Government Budget included measures designed to help people develop a long-term savings habit and toward the purchase of their first home. The package has three components:


Kiwi Saver is a voluntary work-based savings scheme designed to utilise the existing PAYE (pay as you earn) tax system. Kiwi Saver includes a first home deposit subsidy (of up to $5,000)


a substantial expansion of the Mortgage Insurance Scheme 


education programmes to improve financial literacy for first-home buyers.


� It has been common practice to rank the agriculture and fisheries occupational sector just above trade, plant and machinery workers when presenting this type of data (Statistics New Zealand 1998a). However, the agriculture and fisheries group is very mixed, containing farmers and agricultural contractors with substantial incomes along with farm labourers and unskilled agricultural workers. In this analysis, as in the 2000 report, the agricultural group is placed above clerical, service and sales workers. This is because their overall living standard resembles those of the “higher-skilled” occupations rather than those of the “lower-skilled” occupations. 


�Income source is defined using a prioritised classification. Some of the population here may have been in receipt of an income-tested benefit at some time during the past 12 months but were employed full-time at the time of the survey. Similarly, some superannuation recipients may have received an income-tested benefit before qualifying for superannuation during the year. Some in the income-tested benefits group may also have received income from market sources during the year but were not in full-time employment at the time of the survey. There is a 96% overlap between the main income source of EFUs and the prioritised definition of income source used. 


� The population in receipt of New Zealand Superannuation and those aged 65 years and older are not exactly the same. This is because on the one hand a small proportion of those over 65 years do not qualify for New Zealand Superannuation. On the other hand, some superannuitants have spouses aged under 65 years who are covered as non-qualifying spouses. The latter are more numerous than the former. Overall, the total number of people covered by New Zealand Superannuation is 9% greater than the total number of people aged 65 and older.


� Krishnan, Jensen and Ballantyne 2002.


� Beneficiaries without children are composed mainly of people receiving Unemployment Benefit and people receiving Sickness or Invalid’s Benefit. These two sets of beneficiaries have similar living standard distributions, with means of 33.8 and 32.3 respectively in 2000, and 31.7 and 30.9 in 2004. These means are in contrast to the much lower means for beneficiaries with children (see figure 3.13).


� Beneficiaries with children are composed primarily of sole parents receiving Domestic Purposes Benefit. The remainder are almost all two-parent families receiving Unemployment Benefit or Sickness or Invalid’s Benefit. These different sets of beneficiaries with children have living standard means that are all substantially below the means of beneficiaries without children, and are all lower in 2004 than 2000. Figure 4.4, in chapter 4, gives the living standard distributions and means (for 2000 and 2004) of sole-parent beneficiaries with children and two-parent beneficiaries with children.


� The beneficiary numbers in this section were obtained from MSD administrative data.


� There were 28,000 (40% with children) receiving other types of benefits in 2000 and 27,000 (42% with children) in 2004, a fall of 1,000.


� A small amount of the reduction (less than one-twentieth) is due to an interaction between the compositional change and the living standards changes within the constituent subgroups.


� Fergusson et al. 2001.


� The income data used here for 2000 has been Consumer Price Index-adjusted to the 2004 base year. 


�The income of the EFU has been adjusted using the 1988 Revised Jensen Equivalence Scale (RJS). The RJS is a set of ratios (calculated to allow for economies of scale and the differential consumption by adults and children) that specify the relative incomes assumed to be required for households/families of different size and composition to attain a similar material standard of living. The RJS adjusts the disposable incomes of the EFU to a per capita (single adult) standard, allowing for the number of adults and the number and ages of children. The parameter values incorporated into the RJS are such as to maximise its correspondence with the Whiteford geometric mean scale, whose values are the means of many different scales based on a variety of methods (Mowbray 2001).


� Fergusson et al. 2001.


� These assets include: money deposited with banks, eg savings, cheque accounts, term deposits; other investments, eg shares, unit trusts, bonus bonds, debentures, credit unions; life insurance policies, eg whole life endowment, investment-linked policies; money or investments in a family trust; money owed to respondent; residential property, eg holiday home, rented-out residential property, land; investment in commercial property; business ownership or investment, eg in farming, forestry or any other business; any other assets, eg art, antiques, collectibles. 


� Fergusson et al. 2001.


� Fergusson et al. 2001.


� Housing costs are not adjusted for family size.


� HOTI is not a perfect measure of housing affordability because EFUs with high incomes will often be able to meet basic needs even when HOTI values are high. This is a reflection of the income elasticity of housing consumption not being constant.


� MSD 2005.


� Asked of the respondent only.


� For example see Perry et al. 2000 or Hollings 2001. 


� Restrictions in: employment; education or training; daily living (eg personal care or transport); social activities; finances.





� Valins 2004.
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bene and mkt families with and 

		'ELSI of beneficaries EFUs with and without children - ROW PERCENT

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		year		ELSI_level		No children		Have children

		2004		1		14		34

		2004		2		11		27

		2004		3		15		13

		2004		4		22		16

		2004		5		29		8

		2004		6		9		2

		2004		7		0		0

		2000		1		10		21

		2000		2		13		21

		2000		3		15		26

		2000		4		23		20

		2000		5		27		9

		2000		6		9		3

		2000		7		2		0

		'ELSI of beneficaries EFUs with and without children'

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		year		_STAT_		No children		Have children

		2004		MEAN		32.5		21.1

		2004		STD		13.5		12.8

		2004		SUMWGT		244082		374582.3

		2004		TOT_PCT		39.5		60.5

		2000		MEAN		33.5		25.3

		2000		STD		13.2		11.8

		2000		SUMWGT		248915.7		347601.2

		2000		TOT_PCT		41.8		58.2

		'ELSI of market income earning EFUs with and without children - ROW PERCENT

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		2000 percentage		10		13		15		23		27		9		2		21		21		26		20		9		3		0

		Means		2000				mean =		33.5		SD =		13.2				2000				mean =		25.3		SD =		11.8

				2004				mean =		32.5		SD =		13.5				2004				mean =		21.1		SD =		12.8

								difference		-1.0												difference		-4.2

		year		ELSI_level		No children		Have children

		2004		1		2		6

		2004		2		3		7

		2004		3		7		11

		2004		4		13		18

		2004		5		26		27

		2004		6		35		24

		2004		7		13		6

		2000		1		1		4

		2000		2		3		7

		2000		3		8		14

		2000		4		13		19

		2000		5		25		24

		2000		6		38		25

		2000		7		12		8

		'ELSI of market income earning EFUs with and without children'

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		year		_STAT_		No children		Have children

		2004		MEAN		44.6		39.3

		2004		STD		11		13.1

		2004		SUMWGT		1248330		1547234

		2004		TOT_PCT		44.7		55.2

		2000		MEAN		45		40.1

		2000		STD		10.1		12.3

		2000		SUMWGT		1155195		1414895

		2000		TOT_PCT		44.9		55

		2000 percentage		1		3		8		13		25		38		12		4		7		14		19		24		25		8

		Means		2000				mean =		45.0		SD =		10.1				2000				mean =		40.1		SD =		12.3

				2004				mean =		44.6		SD =		11.0				2004				mean =		39.3		SD =		13.1

								difference		-0.4												difference		-0.8
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bene and mkt families with and 

		'ELSI of beneficaries EFUs with and without children - ROW PERCENT

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		year		ELSI_level		No children		Have children

		2004		1		14		34

		2004		2		11		27

		2004		3		15		13

		2004		4		22		16

		2004		5		29		8

		2004		6		9		2

		2004		7		0		0

		2000		1		10		21

		2000		2		13		21

		2000		3		15		26

		2000		4		23		20

		2000		5		27		9

		2000		6		9		3

		2000		7		2		0

		'ELSI of beneficaries EFUs with and without children'

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		year		_STAT_		No children		Have children

		2004		MEAN		32.5		21.1

		2004		STD		13.5		12.8

		2004		SUMWGT		244082		374582.3

		2004		TOT_PCT		39.5		60.5

		2000		MEAN		33.5		25.3

		2000		STD		13.2		11.8

		2000		SUMWGT		248915.7		347601.2

		2000		TOT_PCT		41.8		58.2

		'ELSI of market income earning EFUs with and without children - ROW PERCENT

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		2000 percentage		10		13		15		23		27		9		2		21		21		26		20		9		3		0

		Means		2000				mean =		33.5		SD =		13.2				2000				mean =		25.3		SD =		11.8

				2004				mean =		32.5		SD =		13.5				2004				mean =		21.1		SD =		12.8

								difference		-1.0												difference		-4.2

		year		ELSI_level		No children		Have children

		2004		1		2		6

		2004		2		3		7

		2004		3		7		11

		2004		4		13		18

		2004		5		26		27

		2004		6		35		24

		2004		7		13		6

		2000		1		1		4

		2000		2		3		7

		2000		3		8		14

		2000		4		13		19

		2000		5		25		24

		2000		6		38		25

		2000		7		12		8

		'ELSI of market income earning EFUs with and without children'

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		year		_STAT_		No children		Have children

		2004		MEAN		44.6		39.3

		2004		STD		11		13.1

		2004		SUMWGT		1248330		1547234

		2004		TOT_PCT		44.7		55.2

		2000		MEAN		45		40.1

		2000		STD		10.1		12.3

		2000		SUMWGT		1155195		1414895

		2000		TOT_PCT		44.9		55

		2000 percentage		1		3		8		13		25		38		12		4		7		14		19		24		25		8

		Means		2000				mean =		45.0		SD =		10.1				2000				mean =		40.1		SD =		12.3

				2004				mean =		44.6		SD =		11.0				2004				mean =		39.3		SD =		13.1

								difference		-0.4												difference		-0.8
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fig3_17 equivalised disposable 

		 

		fig 3.17 - Living Standards by equivalised disposable income - ROW PERCENT

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		year		ELSI level		$10,000 or less		$10,001 – $20,000		$20,001 – $30,000		$30,001 – $40,000		$40,001 – $50,000		$50,001 – $70,000		$70,001 or more

		2004		1		22		8		3		0		0		0		0

		2004		2		13		12		3		3		1		0		0

		2004		3		15		11		12		3		3		2		0

		2004		4		17		22		16		13		7		5		2

		2004		5		20		28		29		26		27		11		20

		2004		6		12		17		30		45		44		43		34

		2004		7		1		2		6		9		18		38		45

		2000		1		16		4		1		0		0		0		0

		2000		2		17		7		3		1		1		0		0

		2000		3		18		17		10		3		1		0		0

		2000		4		22		20		14		11		2		3		5

		2000		5		16		24		29		25		17		8		3

		2000		6		10		23		35		47		49		49		36

		2000		7		1		4		6		13		30		39		56

		 

		fig 3.17 - Living Standards by equivalised disposable income

		2000 weight = totalpopwgt : 2004 weight = totalpopwgt

		year		STAT		$10,000 or less		$10,001 - $20,000		$20,001 - $30,000		$30,001 - $40,000		$40,001 - $50,000		$50,001 - $70,000		$70,001 or higher

		2004		MEAN		29.9		35.7		41.4		45.8		48.4		52		53.2

		2004		STD		15.3		13.1		11.5		9.2		8		7.5		6

		2004		SUMWGT		683299.4		1184357		825689.7		527773		301760.6		220485.4		112931.1

		2004		-T PCT		17.7		30.7		21.4		13.7		7.8		5.7		3

		2000		MEAN		30.2		38.5		43.3		47.7		51.6		53.2		54.8

		2000		STD		13.7		12.1		9.9		7.8		6.6		5.5		5.6

		2000		SUMWGT		576413.1		1266523		698438.1		464479.2		210000.6		132122.4		20912.9

		2000		TOT PCT		17.1		37.6		20.6		13.8		6.4		3.8		0.5

		2000 percentage		16		17		18		22		16		10		1		4		7		17		20		24		23		4		1		3		10		14		29		35		6		0		1		3		11		25		47		13		0		1		1		2		17		49		30		0		0		0		3		8		49		39		0		0		0		5		3		36		56

		Means		2000				mean =		30.2		SD =		13.7				2000				mean =		38.5		SD =		12.1				2000				mean =		43.3		SD =		9.9				2000				mean =		47.7		SD =		7.8				2000				mean =		51.6		SD =		6.6				2000				mean =		53.2		SD =		5.5				2000				mean =		54.8		SD =		5.6

				2004				mean =		29.9		SD =		15.3				2004				mean =		35.7		SD =		13.1				2004				mean =		41.4		SD =		11.5				2004				mean =		45.8		SD =		9.2				2004				mean =		48.4		SD =		8				2004				mean =		52		SD =		7.5				2004				mean =		53.2		SD =		6

								difference		-0.3												difference		-2.8		*										difference		-1.9		*										difference		-1.9		*										difference		-3.2		*										difference		-1.2												difference		-1.6

		 

		fig 3.17 - Living Standards by equivalised disposable income - Percent of Total

		year		ELSI level		$10,000 or less		$10,001 - $20,000		$20,001 - $30,000		$30,001 - $40,000		$40,001 - $50,000		$50,001 - $70,000		$70,001 or higher

		2004		1		3.8		2.5		0.7		0.1		.		0		.

		2004		2		2.3		3.8		0.7		0.5		0.1		0		.

		2004		3		2.7		3.4		2.5		0.5		0.3		0.1		0

		2004		4		3		6.6		3.5		1.8		0.5		0.3		0.1

		2004		5		3.6		8.5		6.3		3.5		2.1		0.6		0.6

		2004		6		2.1		5.2		6.4		6.1		3.4		2.5		1

		2004		7		0.2		0.7		1.3		1.2		1.4		2.2		1.3

		2000		1		2.7		1.5		0.3		0		.		.		.

		2000		2		2.9		2.8		0.7		0.1		0.1		0		.

		2000		3		3.1		6.2		2		0.4		0.1		.		.

		2000		4		3.7		7.5		2.9		1.6		0.1		0.1		0

		2000		5		2.7		9.2		6.1		3.5		1.1		0.3		0

		2000		6		1.7		8.7		7.3		6.5		3.1		1.9		0.2

		2000		7		0.3		1.7		1.3		1.7		1.9		1.5		0.3
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fig3_14 Self Employed and Salar

		 

		fig 3.14- Living Standards of the Respondent Self Employed

		2000 weight = totalpopwgt 2004 weight = totalpopwgt

		year		ELSI level		Self-employed		Wages and salary

		2004		1		2		5

		2004		2		1		7

		2004		3		3		11

		2004		4		14		15

		2004		5		38		26

		2004		6		34		28

		2004		7		8		8

		2000		1		1		3

		2000		2		2		5

		2000		3		10		12

		2000		4		17		16

		2000		5		24		26

		2000		6		35		30

		2000		7		11		9

		 

		fig 3.14- Living Standards of the Respondent Self Employed

		2004 weight = totalpopwgt

						Self employed		Wages and salary

		2004		mean elsi 04		45.4		40.3

		2004		sd elsi 04		8.8		12.9

		2004		totalpopwgt		95687.53		477696.38

		2000		mean elsi 00		44.3		42

		2000		sd elsi 00		10.1		11.3

		2000		totalpopwgt		149371.83		545867

		2000 percentage		1		2		10		17		24		35		11		3		5		12		16		26		30		9

		Means		2000				mean =		44.3		SD =		10.1				2000				mean =		42		SD =		11.3

				2004				mean =		45.4		SD =		8.8				2004				mean =		40.3		SD =		12.9

								difference		1.1												difference		-1.7

		 

		fig 3.14- Living Standards of the Respondent Wage and Salary earners

		2000 weight = totalpopwgt 2004 weight = totalpopwgt

		year		ELSI level		Wages and salary

		2004		1		3

		2004		2		5

		2004		3		9

		2004		4		16

		2004		5		27

		2004		6		31

		2004		7		9

		2000		1		4

		2000		2		6

		2000		3		12

		2000		4		16

		2000		5		25

		2000		6		29

		2000		7		8

		 

		fig 3.14- Living Standards of the Respondent Wage and Salary earners

		2004 weight = totalpopwgt

		inc source		mean elsi 04		sd elsi 04		totalpopwgt

		Wages and salary		42.2		11.9		1522541.47

		 

		fig 3.14- Living Standards of the Respondent Wage and Salary earners

		2000 weight = totalpopwgt

		wagesinc		mean elsi 00		sd elsi 00		totalpopwgt

		Wages and salary		41.1		12		1443973.26
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