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Executive summary
The Ministry of Social Development is currently implementing research on family dynamics, focusing on the link between family environment and child outcomes. This paper considers one dimension of the family environment facing children, that of income poverty.

The annual New Zealand Income Survey is a supplement to the Household Labour Force Survey, and it allows dwellings and people to be tracked in one week in June over two consecutive years. This enables changes to be observed in equivalised household disposable incomes over a year. This project is the first to use the Linked Income Supplement for analysis of income dynamics.

Key findings

The chances of adults being observed in poverty are always lower than for children, regardless of the chosen poverty line. This is similar to overseas patterns and is probably driven off some combination of four factors:
· children typically do not provide income but do consume it

· parents tend to have children earlier in the earnings life cycle

· having children usually has implications for labour supply

· people experiencing poverty may have more children.

New Zealand mobility patterns are broadly consistent with comparative overseas work, most closely approximating those of Britain. The mobility of children into and out of poverty in New Zealand is reasonably high, but there is also significant poverty persistence. Acknowledging transitions forces a focus on the “streams” flowing into and out of the “pond”, rather than on the pond alone, and this should bring researchers and policy makers closer to behavioural and causal mechanisms.
In New Zealand, Britain and West Germany, labour market “trigger events” occur more frequently than demographic events and are more likely to generate the positive events of exit and the negative events of entry into child poverty. The results also suggest the greater importance in New Zealand of employment changes rather than marital changes.
Limitations

Limitations of the data include the following:

· the Linked Income Supplement is address-based, rather than respondent-based, so the attrition of people from the sample from one year to the next may result in non-representative samples

· only one annual income transition is observed, and therefore persistent and cumulative poverty cannot be dealt with

· income is often imputed because of significant non-response to the Income Survey.

Future considerations
· The data set could be further pooled with 2000/2001 data, allowing more in-depth multivariate analysis of transitions and trigger events.
· Exit and entry rates could be considered in terms of an explicitly behavioural/multivariate approach.
· Missing data could be longitudinally imputed to increase sample size and variation and thus lower standard errors.

