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Foreword
Sinceits establishmentin 1980,the researchconductedat theSocialPolicy Research
Centrehasreflectedthe importanceof questionsrelating to poverty, inequality and
living standards. These are related and fundamentalissueswhich are of great
significanceto the study of social policy. The needfor this kind of researchhas
increasedin recentyears,aseconomicrecessionand sustainedunemploymenthave
forcedissuesof povertyandinequalityontothecentreof thepolicy agenda.

At its outset, the researchreportedhere was conceivedof as a relatively narrow
exercise. Its main objectivewas to apply a well-establishedmethodologyutilising
survey data to establisha poverty line basedon public perceptionsof the income
levels requiredin orderto makeendsmeet. This approach- generallyreferredto in
the literatureas the consensualpoverty line method- hasbeenapplied in a number
of overseascountriesin the last fifteen years,and its application.to Australia was
urgedin an official reportonpovertymeasurementsometenyearsago.

In respondingto this, andaspartof its broaderresearchinto poverty,inequalityand
standardsof living, the SocialPolicy ResearchCentrefundedDr Elim Papadakisof
the University of New England to undertakea survey of attitudes to public and
private welfare provision. A condition of that funding was that the survey
questionnaireinclude a seriesof questionsdesignedto producedata which would
allow applicationof the consensualpovertyline methodologyto Australia. Analysis
of thesesurveydatarevealedthat the issueof a consensualpovertyline couldnot be
dissociatedfrom broaderquestionsof income adequacyand living standards,nor
from thefactorsinfluencingpublic perceptionsandaspirationsrelatingto them.

Thenarrowerobjectivesof the researchhavebeenfulfilled andthe Report presentsa
setof consensualpovertylinesderivedfrom Australiandata. Theestimatedpoverty
lines suggestthat the relationshipbetweenfamily needand family circumstancesis
quite different to what other poverty lines have implied, althougha larger survey
would be requiredbeforeone could havesufficient confidencein this to reject the
other approaches. The Report also ,investigates several aspects of the life
circumstancesof survey respondents,including the incidence and frequency of
periodsof financial stress,and identifiesfactors influencingpeople'sperceptionsof
minimumincomelevels.

This latter aspectof the researchraisesas manyquestionsas it answers,but that is
often the hallmarkof social research. The work reportedherewill hopefully prove
of interestin its own right, but alsopromptothersto instigatefurther investigationof
importantaspectsof poverty,adequacyandliving standards.

PeterSaunders
Director
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1 Introduction and Background

1.1 The Poverty Debate

That poverty still exists in wealthy nationslike Australia is sufficient to bring into
questionbroadereconomicachievementsas well asthe morespecificpoliciesaimed
at addressingthe causesof poverty and alleviating its effects. To deny sectionsof
the community a minimum standardof living is to condone 'poverty amongst
affluence',a situationwhich is bothpersonallyhumiliatingandmorally indefensible.
Yet all of the availableevidenceconfirms that this continuesto be the case,in
Australia as well as in other advancednations. This evidencecastsdoubt on the
overall meritsof the socioeconomicsystemwhich permitssuchsituationsto persist.
The seriousnessof the issuesto which suchevidencegives rise also highlights the
needfor theevidenceitself to be reliableandrobust.

In the past, social researchersin Australia have devotedconsiderableeffort (and
resources)to issuesrelating to the measurementof poverty. Somehave seenthe
intensity of these efforts as somewhatmisplaced,focusing on the minutiae of
statisticalandmethodologicalconcernsand ignoring the real world issuesassociated
with the social and economic conditions which allow poverty to exist and be
transmittedfrom generationto generation. Bryson, for example,cites the views of
an (unnamed)Scandinaviansocial'scientistwho has; ' ...suggestedthat Australia is
obsessedwith statisticsaboutpoverty andpoverty lines only becauseof its limited
welfarecoverage'(Bryson, 1988: 33). Against this, TownsendandGordon(1991),
pointing to the markedaccelerationin public andscientific interestin poverty in the
1980s'notethat for' anumberof yearsAustraliahasbeenin theforefrontof research
investmentand technicaladvance' (TownsendandGordon,1991:36). Thereis no
doubt that somethingof a gulf hasemergedin Australian social researchbetween
those concernedwith measuringpovertY and those who wish to locate poverty
within the broadercontext of social inequality and to understandits causesand
consequences. Some in the latter group have argued that the 'measurement
fetishism' which is prevalentamongstthe former actually servesto diffuse the real
issueof povertyand allows policy-makersto avoid confrontingthe needto address
the poverty problem with effective policies. That many of the former group (the
'measurers')are economists, while most of the latter ('the explainers') are
sociologistshas not always madeit easierto define commonground for debating
sharedissuesandconcerns.

What needsto be emphasisedis that all researchon poverty hasan inevitable,but
nonethelessvery important,political dimension. Brian Abel-Smith,oneof Britain's
foremostpoverty researchershasnoted,for example,that assemblinginformationon
the numberswhoseincomefalls below basiclevelsof socialassistancerepresents'a
powerful political act' which 'puts the political authoritieson the defensive'(Abel
Smith, 1984: 75). He emphasisesthat researchon poverty is always of extreme
political sensitivity becauseof the challengeit puts before thosewith the power to
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changethings. To attempt to measurepoverty is to embody certain values or
ideologicalpositions which will be more acceptableto somepolitical persuasions
thanto others. As Abel-Smithforcefully yet eloquentlysummarisesthings:

... researchon povertyis not valuefree. Thechoiceof any tool
for measurementis inevitably a matterof socialvalues. These
values shouldbe madeexplicit: researchshould in my view
consciouslyaim to be relevantto public policy. This puts the
poverty researcherin the firing line of politics in its widest
sense.Thosewho cannotface this consequenceshouldchoose
lessemotionallychargedareasfor their research.(Abel-Smith,
1984:84-5)

Although many would not put things quite as bluntly as Abel-Smith, the basic
proposition he is espousing is now acceptedby the great majority of those
attemptingto developtheoriesof poverty or conceptualiseand measureit. Despite
theenormouslyimportantcontributionof Townsend's conceptof relativedeprivation
asa frameworkfor conceptualisingpoverty,debatestill surroundsTownsend'sclaim
that his relative deprivation method provides an objective basis for measuring
poverty (fownsend,1979; Piachaud,1981). Similarly, Sen'srecentclaim that there
is 'anabsolutistcoreto theproblemof poverty'doesnot meanthat thereis no longer
a need to establisha relativ,ist dimensionto the problem of poverty measurement
(Sen,1983). Indeed Senhimself is keento emphasisethis point as it relatesto the
useof incometo assesspovertystatus.Thushe arguesthat:

An absoluteapproachin the spaceof capabilitiestranslatesinto
a relativeapproachin the spaceof commodities,resourcesand
incomesin dealing with someimportantcapabilities,such as
avoiding shame from failure to meet social conventions,
participating in social activities, and retaining self-respect.
(Sen,1983:168;quotedin Sen,1985:671)

If we accept then, that we are 'all relativist now', issuesof value and ideology
inevitablearisein selectinga standardagainstwhich to measure poverty.

But this is not to denythat suchmeasurementwill alsoinvolve a numberof complex
technicalissues. Here we canbe more confidentthat logic and rigourousresearch
canassistin developingbettertechniquesfor measuringpoverty. But we shouldnot
forget the importanceof the underlying valueson which the whole edifice rests.
Theseneed to be madeexplicit and subjectedto scrutiny by others, if necessary
within a political context. Neithershouldthe needto improvetechniquebeallowed
to detract from the very real issues confronting those condemnedto poverty,
including understandingthe dimensionsof their suffering and highlighting the
processeswhich causeit and the consequencesthat flow from it. As Townsendand
Gordon (1991) have recently argued in relation to the work of Atkinson (1987)
which established criteria for making unambiguous poverty comparisons
independentlyof whereany specificfinancial povertyline is set:
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Certainlythereis muchto besaidin favourof both formalising
poverty statementsandestablishingthe exactupperand lower
limits of conclusionswhich follow from drawing the poverty
line at different levels of income. However, this canhavethe
disadvantageof diverting attentionfrom what we believeis the
central task - namely to try to settle disagreementsabout
incomeneedsandsocialneedsby investigatingthe experiences
and opinions of people in these situations. (Townsendand
Gordon,1991:38)

3

It is difficult to see how questions relating to the causes,consequencesor
experiencesof poverty can be addressed- and along with them the problem of
poverty itself - if we are not first able to identify the problem and measureits
dimensions.As IsabelSawhill hasrecentlyput it:

By what standard has progress (against poverty) been
measured? In other words, how is poverty defined and
measured? Thesearecentralbecauseunlesswe canagree
on a yardstick for measuringchange,it will be impossibleto
saywhathashappened(Sawhill, 1988:1074)

It is, of course,also important to locate the study of poverty within the broader
canvasof social and economicinequalityand the structures,processes,policies and
valueswhich underlieit. Rainwater(1990),for example,hasrecentlyarguedthat:

... the searchfor a single socially validatedpoverty line is not
useful. It is not likely that thereis a singlepoint at which mere
incomedifficulties translateinto seriouseconomicdeprivation.
Instead it is more useful both for descriptive and policy
purposesto examinethe continuumof lower incomesand its
correlates. (Rainwater,1990: 1.)

At first glance, the approachbeing advocatedhere by Rainwaterappearsto cut
across the conventional argumentsfor keeping issues of (relative) poverty and
incomeinequalityconceptuallydistinct from eachother.

This conventionalview restson the fact that while the existenceof relativepoverty
requires income inequality as a necessarypre-condition,the abolition of poverty
doesnot requirethe removalof all incomeinequality. Incomeredistributionwill be
necessary,but that can(andwould) stopwell shortof perfectequalitybeforeenough
resourcesare redistributedto eradicaterelative poverty. Such redistribution may
involve an attackon the social institutionswhich legitimatecertainstructuralforms
of inequality, rather than the introduction of redistributivepolicies within a given
institutional structure,but that doesnot invalidatethe needto keeprelativepoverty
andincomeinequalityasdistinctphenomena.

The view espousedby Rainwater (and, increasingly, by others in the recent
literature) does not, however, contradict this earlier 'conventional wisdom'.
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Rainwater(and others)have shiftedthe focus from poverty to incomeinequality at
the lower end of the income distribution becausethey acknowledgethe practical
problemsassociatedwith the establishmentof any singlepoverty line which is both
theoreticallyandtechnicallysoundaswell as receivingwide acceptanceasapoverty
standard.Thereis now broadunderstandingof the anomalieswhich inevitablyresult
from acceptanceof any single poverty line. Thus, Family A with an income $2
below the poverty line is deemedto be in poverty while Family B, whoseincomeis
only $3 greateris regardedas not in poverty. Alternatively, a minor changeto the
assumptionsor procedureswhich shift the poverty line by a few dollars canchange
the poverty statusof either family. Such apparentanomalieshave led to several
developments,eachof which has the intention of placing greateremphasison 'the
continuumof lower incomes'and less on head-countestimatesof poverty derived
from a singlepovertyline.

Suchdevelopmentsinclude the useof indicesfor measuringpoverty which are less
sensitiveto changein the povertyline thanis the'all or nothing' head-countpoverty
measure(Sen,1976; Kakwani, 1980; Foster,Greerand Thorbecke,1984; Johnson,
1988; Hagenaars,1990). A simplebut useful poverty index which avoidssomeof
the limitationsof thehead-countmeasureis thepovertygap,whoseincreasingusein
recentyearscan be explainedby theseconsiderations. A secondapproachto the
issue involves investigating in more detail the sensitivity of head-countpoverty
measuresasthe level of the povertyline is varied. This approach- initially proposed
by Atkinson (1987) and applied in Australia by Bradbury and Saunders(1990) 
assessesthe sensitivityquestionin effect by detailedinvestigationof the lower end
of the incomedistribution in orderto checkhow manypeoplehaveincomescloseto
a given poverty line. The approachallows the extent to which conclusionsabout
comparisonsof poverty (over time or acrosscountries) are sensitive to, or not
influencedby, variationsin the level of thepovertyline itself.

Both approachesdescribedabove,thoughproposedand developedby economists,
conform to the more recentsociologicalperspectiveproposedby Rainwater. They
addressthe sameissuein different ways,but are similar in that both placegreater
emphasison the entire lower end of the income distribution rather than on the
implicationsof adoptingaparticularpoverty line for the measurementof poverty. It
is the entirespectrumof low incomesthat matters,not the numbersaboveor below
anyspecificincomelevel.

Despitethesedevelopments,debatesover the definition andmeasurementof poverty
continueandit is with thesethat this Reportis primarily concerned.The distinction
betweenabsoluteandrelativepoverty,for example,assumesan importantdimension
in relation to strategiesfor poverty alleviation. While absolutepoverty may be
reducedby eithereconomicgrowth (which raisesthe living standardsof all citizens)
or redistributivepolicies (which favour the poor), relativepoverty is independentof
the overall standardof living and thus not influenced by the rate of economic
growth. The removal of relative poverty, as already emphasised,requires
redistributivepolicies which benefitthe poorat the expenseof others. This may be
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moreachievablein political termswheneconomicgrowth is positive,but that is not
a logical requirement.

This perspectivemakesit clearwhy politicians find the conceptof relativepoverty
both awkward and challenging, for it confronts them more starkly with the
inevitability of redistribution. That is uncomfortablefor politicians becauseit
implies both 'winners'and 'losers'(at leastin relativeterms)or, in situationsof low
or no economicgrowth,azero-sumsolutionin which the losersmustactuallyincura
fall in absolute living standards. It is far easier for politicians to avoid these
unpleasantpossibilitiesand resort insteadto calls for economicgrowth in order to
improve the (absolute)living standardsof everyone.Theseaspectsfurther reinforce
thepolitical natureof poverty researchand illustratewhy the definition of povertyis
controversialandhotly contested.

All this havingbeensaid, one cannotbut havea good dealof sympathywith those
who seethe recentAustraliandebateon povertyas havingbecomeoverly obsessed
with narrowly focusedtechnicalissuesassociatedwith the measurementof poverty.
Thereis certainlysomethingin thepoint that thesedevelopmentsmayhaveservedto
detractattentionfrom thebroaderissuesof causeandeffectand,in theprocess,from
the very real problemsconfrontingthosewhoseliving standardsare extremelylow.
But identifying who thesepeopleareandgaininga handleon the magnitudeof their
financial problems is an important first step in assistingthem, even if such an
exercise is far removed from their everyday experiences. An important task
confronting this work is to clarify the dimensionsof poverty and to unravel the
impact of alternativetechnicalandvalue assumptions.If, at the endof the day, we
areto convincethosewith the powerto changethingsthatchangeis indeedrequired,
we will needto supportour argumentswith researchfindings that are statistically
rigourousaswell asmorally compelling.

The relevanceof the issuesjust describedhasincreasedin the lastdecadealongwith
the increasedseriousnessof the problem of poverty itself. There seemslittle
prospect at the current time of a return to the low levels of unemployment
experiencedin the fifties and sixties. Impose on these longer-term economic
prospectsan economiccycle which producesshort-runrecessionslike that currently
being experiencedin Australia, and the seriousconsequencesof unemploymentfor
poverty are all too evident. Increasedunemploymenthas brought with it the
problemof long-termunemploymentwhich hascondemnedan increasingnumberof
citizens to enduringjoblessnessand to the problemsof vanishingpersonalesteem
andincreasingsocialisolationthatgo alongwith it. To addto this is the longer-term
increasedincidenceof family breakdown,the financial hardshipthis createsas two
separatehouseholdsmust be paid for and maintained,and the resulting barriers
which preventthoseleft to look afterchildrenfrom participatingin the wagedlabour
market.

Thesedevelopmentshave combinedto producewhat some have referred to as a
'new poor' in theeighties,mainly comprisingjoblessworking agefamilies, manyof
them caring for young children. (Room, Lawson and Laczko, 1989). Increased
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homelessnessamong young people and enforced early retirement among older
workershavefurther addedto thegroupsnow at risk of experiencingseverehardship
for prolonged periods of time. Economic decline and marital instability have
without doubt combinedto place far greatersectionsof the populationat risk of
poverty now than at any time since the GreatDepression. Theremay yet be little
evidenceof an emergingunderclassin Australiansociety- a groupwhoseexclusion
from employmentboth causesand reinforces a more widespreadexclusion from
participation in mainstreamsocial life - but the seedsof such may be currently
germinatingin the joblessand homelessexistencesconfronting increasingsections
of the community.

While some of thesedevelopmentsare reflected in recent estimatesof poverty,
others have given rise to new concerns about the appropriatenessof existing
methodologies. In relation to the first, for example,the study by Saundersand
Matheson(1991) documentstrendsin poverty in Australia in the eightiesusing the
HendersonPovertyLine, the measurementframeworkdevelopedby the Commission
of Inquiry into Poverty in the seventies.That study estimatesthat the poverty rate
increasedfrom 9.2 percent in 1981-82to 11.8percentby 1985-86and to 12.8per
centby 1989-90. The total numberof incomeunits in poverty is estimatedto have
risenfrom 494 thousandin 1981-82to 774 thousandin 1989-90,an overall increase
of 57 per cent, equivalentto an averageannual rise of close to 6 per cent a year.
This growth in the total numbersin poverty was accompaniedby a changein the
compositionof families in poverty. Single peopleincreasedas a proportionof the
poor, from 49 per centin 1981-82to over62 percentin 1989-90,this being largely
offset by a declinein the prevalenceof poor families with children - mainly in the
latter part of the period - from 42 per cent in 1981-82to 29 per cent by 1989-90
(SaundersandMatheson,1991,Table5: 21).

The extent of homelessnessamong young people alluded to above has been
documentedin the HumanRights and Equal OpportunityCommissionReportOur
HomelessChildren: Reportof the National Inquiry into HomelessChildren. In a
studycommissionedaspait of that Report,it wasestimatedthat in 1988,'theextent
or range of homelessnessamong young people in Australia is probably in the
vicinity of between50,000and70,000'(Fopp,1989:365). The Reportgenerallyhas
servedto highlight, among other things, the fact that the data used to estimate
poverty in Australia has been derived from surveys of income and expenditure
undertakenby the AustralianBureauof Statistics(ABS) which focus on Australian
householdsonly andthusshedno light on theplight of thehomeless.This illustrates
the point thatnew forms of povertymay requirenew methodsandnew datain order
to uncoverthemanddocumentwhat is happening.

Aside from this, virtually all quantitativeestimatesof poverty in Australia haveto
date utilised the broad framework and methodologydevelopedby the Poverty
Commissionin its Report Poverty in Australia releasedin 1975 (Commissionof
Inquiry into Poverty, 1975). That approachto the developmentof a poverty line 
referredto as the HendersonPovertyLine (HPL) after the Commission'sChairman
RonaldHenderson- hasbeenthe subjectof muchcriticism sinceit wasfirst usedto
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measurepoverty. Thosewho haveusedit (including theauthorsof this Report)have
stucksteadfastlywith it, in part becauseof the absenceof any alternative,but also
becauseit haspermittedtrendsin povertyover the last two decadesto be calculated
usingthe sameapproachto measurement.

The argumentsfor continuing to use the HendersonPoverty Line are, however,
becomingweakerastime passes.As recentlynotedby AnthonyKing:

... whilst users of the Henderson Poverty Line have
acknowledgedthe limitations of the measure,the ultimate
defenceagainstthe critics hasalways beenthe point that no
one has yet come up with anything better. With time, this
elementof the justification for use of the HendersonPoverty
Line is becomingincreasinglyuntenableandtherenow appears
to be an urgent need to reformulatethe approachto poverty
measurementin Australia.(King, 1991: I)

Theseconcernsarenot new. In February1980,the thenMinister for SocialSecurity,
SenatorMargaretGuilfoyle announcedin theSenatethat shehadrequestedthe then
existingSocialWelfarePolicy Secretariat(SWPS):

... to examine the whole issue of alternative approachesto
measurea poverty line that would be relevantto Australia in
the 1980s.... If we are to read in our newspaperand hear
through our media, as we do at such frequent intervals, that
certainnumbersof peoplein this country are living below the
poverty line, it seems to me that there ought to be some
contemporarymeasurementof what would be an appropriate
poverty line below which no personin this country shouldbe
allowed to fall. (Quotedin SWPS,1981:4)

In responseto the Minister's request,SWPS produced its Report on Poverty
Measurementin 1981. In that Report SWPS discusseda numberof alternative
approachesto poverty and provided someuseful analysisof particular aspectsof
povertymeasurement.In relation to its main aim, however,the SWPSReportwas
lessuseful. TheReportnotedherethat: .

The original aim of this study was to developa poverty line
suitable for present day conditions. We have been less
successfulin achievingthis objective. (SWPS,1981:205)

Not surprisingly, at the end of the day the Secretariatwas unwilling to make the
value judgementsnecessaryto convert its useful statisticalanalysisinto a poverty
line, an outcomewhich was both understandableand predictable,yet nonetheless
disappointing.
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1.2 Two Key Principles

PERCEPTIONSOF POVER1YAND INCOME ADEQUACY

The presentstudywas inspiredby two relatedprincipleswhich anypovertystandard
should embody if it is to be useful for purposesof social monitoring and policy
evaluation. The first is the needfor the standardto be firmly embeddedin relevant
aspectsof the socioeconomicsystemwithin which it is to be used. We refer to this
as the principle of empirical validity. This means,at the very least, that an
Australianpovertystandardmust be basedon Australianconditions. This is not to
pre-judgewhat thoseconditionsshouldbe. Thereare,however,clear implications
which flow from the adoptionof a relativist approach,in particular,that the poverty
standardshould relate to some aspectof the living standardsof the Australian
populationas a whole. To go beyond this to indicate which particular aspect(or
aspects)of living standardsis (or are) relevantis not necessaryat this stageof the
argument.Suffice it to saythatacceptanceof this first principle leavesopentheway
for a greatvarietyof specificapplications.

Thesewill include,for example,approacheswhich adoptsociallydeterminedofficial
minimum standards(as illustrated in the use of the basic wage in the Henderson
poverty standard),more explicitly relativist approaches(suchas a poverty standard
equalto a proportion of averagecommunity incomes),or oneswhich relate to the
consumptionof, or participationin, goodsor activities regardedas normal by the
populationas a whole. All of which is to say that the derivationof an Australian
poverty line dependsupon empirical observationsof Australian incomes, life
conditionsandconventions.

Acceptanceof this first principle is intendedto guaranteeempiricalvalidity for the
povertystandard.If that standardis to satisfyour secondprinciple, thenit mustalso
assumepolitical validity. This relates to the broad acceptabilityof the chosen
standard,not just amongstthe experts who derive it, but also among the poor
themselvesand the populationat large. If this condition is not met - at leastin broad
terms- then researchfindings basedon the povertystandardwill havelittle chance
of mobilising public concernand thus generatingthe political supportnecessaryfor
action. Theneedfor this aspectof thepovertystandardwasappreciatedtwo decades
agoby povertyresearchersat the Instituteof Applied EconomicandSocialResearch
(IAESR) who arguedthat their standardconstituted:

.., a definition of poverty so austereas, we believe,to makeit
unchallengeable. No one can seriouslyargue that those we
define as being poor are not so. (Henderson,Harcourt and
Harper,1970: I)

It is presumablyalso what SenatorGuilfoyle had in mind when asking SWPS to
investigatealternativeapproachesto measuringa poverty line 'relevantto Australia
in the 1980s'. In the derivation of a poverty standard,these two principles of
empirical relevanceand community acceptabilityare the basicprinciples that have
guidedour research.
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In undertakingthis research,we were alsomotivatedby the concernsexpressedby
Anthony King. The particularissueaddressedhere relatesto the level at which the
basicpoverty standardshouldbe set. As alreadynoted, the only existing poverty
standardavailable in Australia is that used by the Poverty Commission. That
standardwas in fact basedon researchundertakenin 1966 (in part by RonaId
Henderson)at the IAESR at Melbourne University (Henderson,Harcourt and
Harper, 1970). The only available Australian poverty standardis thus now over
twenty five years old. The nature,extent and significanceof the economicand
socialchangeswhich havetakenplacein Australiain the lastquartercenturyprovide
sufficient grounds to re-considerthe appropriatenessand relevanceof the earlier
approach. In the processof investigatingthe relevanceof the basic HPL poverty
standard,our researchalso sheds light on several other elementsof the HPL
methodology,aswill becomeapparent.

In attempting to basea poverty line on these two principles, we have applied a
methodologywhich utilises survey responsesto questionsaskingpeopleto specify
the minimum incomelevels they needto 'makeendsmeet'. In respondingto such
questions,people inevitably take into accounta rangeof factors which affect the
demandsplaced upon the income they are receiving. Someof thesewill reflect
aspectsof their immediatesocioeconomiccircumstances- the numberof mouthsto
feed, bodies to clothe and house,and so on - while others will reflect broader
contextualfactors which determinetheir attitudes,perceptionsand aspirations. In
attempting to use survey data to analysewhat initially beganas a rather narrow
question,we were graduallydrawn in to considerationof the role of thesebroader
factors and their impact on our more specific concerns. This processhas brought
hometo us the needfor poverty researchto be firmly embeddedin, anddependent
upon,the broadersocial fabric in which valuesandperceptionsareformed and their
impact on living standardsplayedout. The title of the Report reflects this broader
contextof the research,reinforcing the importantand immediateinterrelationships
betweenperceptionsof income, povertyandliving standards.

1.3 Overview of the Report

The basicapproachto povertymeasurementemployedin this Reporthascometo be
referred to in the literature as the consensualapproachto poverty measurement
(Veit-Wilson, 1987; Walker, 1987; Saundersand Bradbury, 1991). As we will
explain later, we havesomedifficulties with this terminology,but we havedecided
to persistwith it in order to avoid undueconfusion. The consensualapproachto
povertymeasurementis explainedin bothgeneralandspecifictermsin Section2 of
the Report,and its strengthsand limitations assessed.Thediscussionin this section
is broad-rangingin order that issuesrelating to income adequacyand the social
meaningof incomecanalsobeaddressed.

Section3 describesthe surveyconductedin order to produce(amongotherthings)a
setof datawhich would allow us to apply the consensualpoverty line methodology
to Australian data. The survey data are described,comparisonswith other data
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undertakenasa checkon reliability, andthemainfeaturesof the surveydataandthe
sampleitself are setdown. After a moredetailedanalysisof relevantsectionsof our
survey data, the consensualapproachto poverty measurementmethodology is
applied and its outcomesreported in Section4. The resulting poverty lines are
comparedwith the HendersonPovertyLine approach,and thenusedto estimatethe
incidenceand structureof povertyusingthe surveydata.

Section5 beginswith ananalysisof otherelementsof minimumliving standardsand
deprivation experiencedby our survey respondents. In this section we also
investigatein more detail the factors influencing the perceivedminimum standards
reportedby respondents.Severalsocio-economiccharacteristicsrelating to family
structure, income, educationlevel, housing situation and political affiliation are
shownto correlatewith reportedminimum incomelevels. What this analysispoints
to quite clearly is the importanceof the overall social contextwithin which people
function to their assessmentof the financial (or economic)assessmentof the level of
resourcesrequiredto makeendsmeet. The implicationsof thesefindings arethen
explored,beforeourmainfindings andconclusionsaresummarisedin Section6.



2 Income Adequacyand the
ConsensualPoverty Line Methodology

2.1 Introduction

In order to discover whether or not there is a consensuson such questionsas
minimally adequateincomelevels,it is first necessaryto discoverwhat theselevels
actually are. This is usually undertakenby a survey in which specific questions
relating to minimum incomestandardsare askedof a representativesampleof the
population. The responsesto such questionsare, however, subject to different
interpretation,in part becauserespondentsare themselveslikely to interpret the
questionsin different ways. Peoplelive their lives in specific social andeconomic
contexts,and their actual experiencesare likely to influence their perceptionsin
relationto a whole rangeof issuesincludingthoseconcerningminimumstandardsor
minimum incomelevels. In attemptingto assesswhetherthereis any consensuson
suchmatters,it is necessarythereforeto takeaccountof the influenceof thesesocial
(or lifestyle) factors.

Only in the most extreme (and for practical purposes,unlikely) event will
individuals all agreepreciselyon suchissues. Therewill alwaysbe somediversity
of views, which raisesthequestionof whereto draw the line betweenwhatmight be
regardedasan acceptabledegreeof diversity which existsarounda clearly identified
commonconsensusand the point which the degreeof diversity itself precludesthe
use of the tenn consensusto describethe situation. This, as we shall see, is a
dividing line that is extremelydifficult to establishwith any degreeof confidence.
Yet the existenceof any diversity in responsesmeansthat somemethodmust be
usedin order to derive a single summaryestimateof the responses(the average
responsefor example):

In this Section,we spell out in generaltenns(in Section2.3) the methodsdeveloped
by those who have derived a consensualpoverty line from survey responsesto
specific minimum incomequestions. Before that, in Section2.2 we exploremore
generally the issues of income adequacyand income poverty, building on the
discussionin Section1.1 in a way which leadsus into the consensualpoverty line
methodology. The precise methodology which we ourselvesemploy later is
described in detail in Section 2.4, with emphasisgiven to the strengthsand
limitationsof themethod.

2.2 Income Adequacy and Income Poverty

How much incomedo peopleneed? Merely posingthis questioninvitesat leasttwo
obviouscomments.Firstly, that what is beingaskedis far from clear,andsecondly,
that even if an unambiguousinterpretationcould be offered, any answerwould
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necessarilybe subjectivein the extreme. Yet this is a questionwhich is being
implicitly answeredeveryday. A gooddealof socialpolicy, andespeciallyincome
support provision, is predicatedupon the assumptionthat there are minimum
standardsof living appropriateto any and all membersof society, below which
nobody should fall, and that at least to someextent it is possibleto find money
amountscorrespondingto these. Any assessmentof the adequacyof existing or
proposedlevels of pensionsor benefits is making the claim that thereexists some
standardwherebythesethings may be judged,evenif this claim restson little more
thanintuitive grounds.

The adequacyquestionassumesparticular importancein Australia, wherepoverty
alleviation hasalwaysbeena major and explicit goal of the social securitysystem.
Thus Cass(1986), in making the casefor the SocialSecurityReviewof which she
wasConsultantDirector,arguedin thefollowing terms:

In choosing a set of first principles on which to base the
objectivesof the review, I look to poverty researchand the
perspective which explains powerfully the extent and
composition of the population most affected by inadequate
incomeandresources. (Cass,1986: 12)

In a recent review of social security developmentsin Australia, Saundersand
Whiteford (1991) make referenceto an earlierstudyby McAlister, Ingles andTune
(1981)whennoting the longer-runprevalenceof this view. Distinguishingbetween
incomesupportandincomemaintenance,they arguethat:

.. the goal of income maintenanceor protection has been
performed in Australia through such occupational welfare
provisions as the compensation,sick leave and occupational
superannuationsystems. In contrast,transferpayments.... are
flat rate and appearto be designedto provide an adequatebut
modeststandardof living for those with little or no private
resources. Their primary role is thus oneof incomesupport
rather than income maintenance. This minimum income
support system therefore gives pdority to the anti-poverty
objective. (Saundersand Whiteford, 1991: 129, italics in the
original)

The setting of benefit levels undoubtedlyreflectsfiscal and political constraintsas
much as, if not more than, ethical and/or scientific considerationsrelating to
adequacy.Nevertheless,it is not unreasonableto supposethat thedecisionsof those
responsible for determining rates of payment incorporate in their political
calculationsthe likelihood of public perceptionsof a given incomesupportregimeas
unreasonablymean,or for that matter,excessivelygenerous. Assumingthis to be
the case, there presumablymust be some basis for making such judgements,
howeverarbitraryor adhoctheymight be. As TownsendandGordonhaveobserved
in theBritish context:
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Theargumentswhich areput forward politically for theratesof
benefit usually draw on scientific attempts to define and
measurepoverty, and they also draw on the views held by
different sectionsof societyaboutthe level of incomeregarded
as minimally adequateto surmount poverty. These two
perspectives- scientific and social - often comeclosetogether,
but sometimes they diverge. (Townsend and Gordon,
1991:35).

13

The role of social sciencein this contextis generallyseenas seekingsomebroadly
acceptablebasis upon which critiques of income supportarrangementsmight be
grounded; that is, to search for criteria which could enable one to say with
reasonableconfidence that person X has or does not have sufficient financial
resourcesto meet his or her needs. Of course,this in itself raisesa numberof
questions,both conceptual and practical. As Dubnoff (1985) has succinctly
expressedit, to ask 'how muchincomeis enough?'is also to ask 'enoughfor what?',
'enoughfor whom?' and 'enoughaccordingto whom?'. Indeed,thesethree topics
have,in varying degrees,formedthebackboneof muchof the socialpolicy literature
on poverty,deprivationand (more generally)standardsof living. Our focushereis
mainly on the first and last of thesequestions,althoughour resultswill also have
somebearingon the second.

Regardingthe first question,adequacycannotbe assessedin the abstract. To ask
how much someonerequires is to make some assumptionconcerningwhat they
might be expectedto accomplishwith it. Nor is it sufficient to say simply that
peoplerequireenoughto 'satisfy their basicneeds',for this is amenableto various
interpretationsas well. After all, the questionof what basichumanneedsactually
are has occupied philosophersfor centuriesand is still the subject of on-going
discussion(Doyal and Gough, 1991). It is thereforenecessaryto circumscribethe
questionsomewhat.

Typically in the socialpolicy literature,the questionof needhasbeenrelatedto that
of poverty. Thereis, of course,a certaincircularity in relatingneedto situationsof
material poverty and then regardingthosein poverty as being 'in need' or having
'unmetneeds'. A defmition of needis requiredwhich is independentof the actual
circumstancesexperiencedby peopleif the analysisof needis to provide a useful
way of evaluatingpeople'smaterialcircumstancesfor researchandpolicy purposes.
In his pioneeringwork in this area,Bradshaw(1972) distinguishesbetweenfour
separatedefinitions of needusedby administratorsand researchers,viz. normative
need,felt need,expressedneedandcomparativeneed. This taxonomyhasprovedto
be of enduring value, as a recent evaluationof its strengthsand weaknessesby
Clayton(1983) indicates. Partof the difficulty surroundingattemptsto defineneed
relatesto the many different ways in which the term is used,in botheverydayusage
and scientific analysis (Doyal and Gough, 1991, Chapter 3). In relation to
Bradshaw'staxonomy,theconceptsof needthathavemostrelevancefor ourpurpose
are his conceptsof normativeneed and felt need. As will becomeapparentthe
methodologywe usereliesboth on 'expert' input in defining people'scircumstances
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as well as on people'sevaluationsof the income they require to attain a particular
standardof living. Yet as Bradshawhimselfwarns:

felt needis, by itself, an inadequatemeasureof 'realneed'. It is
limited by the perceptionsof the individual - whether they
know there is a service available, as well as a reluctancein
certain situations to confess a loss of independence.
(Bradshaw,1972:64)

This limitation of the conceptof felt needis one which shouldbe borne in mind
whenassessingthe resultsto be presentedlater.

Povertyis usuallyunderstoodasa deficiencyin termsof materialstandardsof living
- adequatediet, housing,clothing, fuel and so on - althoughbroaderissuesof social
participationand normal functioning as a memberof societymay also be invoked.
ThusTownsend(1979)in defining 'poverty'wrote:

Individuals, families and groupsin the populationcan be said
to be in poverty when they lack the resourcesto obtain the
types of diet, participatein the activities and have the living
conditionsand amenitieswhich are customary,or are at least
widely encouragedor approved,in the societiesto which they
belong. (Townsend,1979:31)

Such a definition is by no meansuncontroversial,however. Somecommentators
would argue that poverty should be understoodaltogethermore narrowly, as not
merely a lack of accessto things typically possessedin one's society,but rather
deprivationto the point whereone'sphysicalsurvival is at risk. Townsend'smain
antagoniston this pointhasbeenAmartyaSen,who arguesthat:

If there is starvationand hunger, then - no matter what the
relative picture looks like - thereclearly is poverty....absolute
considerationscannotbe inconsequentialfor conceptualising
poverty. (Sen,1983: 159,italics in the original)

The apparentlyunresolvablenature of this debatebetweenabsoluteand relative
conceptionsof poverty is allayed somewhatby the realisation that perhapsthe
contendershave ratherdifferent phenomenain mind when they refer to 'poverty'.
That is, while Sen is characterisingthe situation of the 'poorestof the poor' in
underdevelopedcountries, Townsend is dealing with a rather different set of
problemsfacing peoplein Westernsocieties,wherewidespreadstarvationis not a
problem, but where social justice considerationsdo suggesta concern with the
circumstancesof those living below a socially acceptablestandard. In any case,
Sen'sinsistencethat there is an 'irreducibleabsolutistcore to the idea of poverty'
(Sen,1983: 159) doesnot meanthatpoverty is not relativein relationto actuallevels
of consumptionor ownershipof commodities,as he himselfmakesclear. The most
significantand fundamentalcontributionof Sen'swork is the distinction he makes
betweencapabilitiesand consumption,a distinction which hasan important role to



INCOMEADEQUACYAND THE CPL METHODOWGY 15

play in clarifying the conceptionof poverty and understandingits absoluteand
relativedimensions(SaundersandWhiteford, 1989;Doyal andGough,1991).

It is undoubtedlythe casethat notionsof absolutepovertysuchasmight be applied
to the underdevelopedworld have an obvious appealfor certainpoliticians in rich
countries,eliminatingmasshungerbeingan easiergoal than redressinggrosssocial
inequitiesof other kinds. Thus, Josephand Sumption(1979: 27-8) quote British
'New Right' politician Sir Keith Josephas saying 'A family is poor if it cannot
afford to eat.' Thepolitical popularityof absolutepovertymeasuresdid notoriginate
with Thatcherism,however,as illustratedby Karl Marx's commentson Gladstone's
budgetspeechof 1863:

If the working-class hasremained'poor', only 'less poor' in
proportionas it producesfor the wealthyclass'an intoxicating
augmentationof wealth and power', then it has remained
relatively just as poor. If the extremesof poverty have not
lessened,they have increased,becausethe extremesof wealth
have. (Marx, 1867:610,quotedfrom the 1954edition)

It would befair to saythatmostinvestigatorsinto thenatureandcausesof povertyin
modern advancedcapitalist societieshave adopted,whether explicitly or not, a
conceptionof poverty as relative to prevailing social conditions. Indeed, Ringen
(1988: 353) has gone so far as to arguethat 'thereneverwas such a thing as an
absoluteconceptof poverty and no onehas arguedthat thereshouldbe', citing the
writings of Adam Smith and the early British poverty researchof Seebohm
Rowntreein supportof this claim. In any case,it seemsreasonableto assumethat
usually when researcherstalk of poverty in the caseof societiessuchas our own,
what is meantis deprivationrelativeto the socially typical standardsof living.

An answerto the questionof 'enoughfor what' then,might be 'enoughto stayout of
poverty' or alternatively 'enoughto attain a level of materialand social well-being
consideredminimally-acceptablein the societyin which onelives'. Thereis a little
moreto it than this, though. We areconcernedherewith adequacyor inadequacyof
income, which in the context of social security and income support generally
denotesmoneyincome. As Titmuss(1958)andothershavedemonstrated,incomein
the form of earningsor social securitybenefitsconstitutesonly one of a numberof
different ways in which societiesinstitutionalisethe distribution of resources. For
instance,the availability of subsidisedpublic housingat low rents varies from one
place and time to another,and with it the amountof cash income necessaryto
achievea givenlevel of welfarewith respectto accommodation.More generally,the
extentof public provisionof essentialgoodsand serviceshasan obviousimpacton
the amountof money someonerequiresto get by. Hence,it could be arguedthat
what is really at stakein the determinationof how much incomepeopleneedis the
amountof incomenecessaryfor the satisfactionof socially-acknowledgedminimum
living standards,to the extent that theseare dependentupon the useof monetary
incometo purchasecommoditiesin markets(Veit-Wilson, 1987:184-6).
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This assumesaparticularimportancein thecontextof Australianpolitical debatesin
the 1980s. The HawkeLaborGovernmenthadasa centre-pieceof its economicand
social policy the Prices and IncomesAccord, in which wage restraintwas to be
compensatedfor by improvementsin the taxation systemand the social wage;
improvedincomesupportandcommunityservices.For example,this periodsawthe
reintroductionof nationalhealthinsurancein the form of the Medicarescheme,with
obviousimplicationsfor the demandsmadeon householdincomesby expenditures
on hospitalandmedicalcare. Lesstangible,butpotentiallyjust as real, is the impact
of this degreeof public provisionon perceptionsof people'sincomeneeds,whether
from the viewpoint of social researchersor for that matter the public at large.
Furthermore,the extent to which governmentpolicies and the political rhetoric
surroundingthem shapethe generalclimate of opinion is a complex issue,but one
which neverthelessshould be borne in mind when considering assessmentsof
incomeadequacy. The political agendaof the eighties- privatisation,deregulation
of financial services,the corporatist incomespolicy of the Accord, employment
growth and the persistenceof unemployment,child poverty and family assistance
policies - and the mass media'sdisseminationof theseand other policy debates
undoubtedlyinfluencedthe languagein which peoplethoughtaboutand discussed
their financial circumstances,in ways about which it is difficult to do more than
speculate.

This discussionraisesthe more generalissue of the relationshipbetweenincome
levels and standardsof living. While the two haveoften beenequatedin much of
the Australianliterature(e.g.Bradbury,Doyle andWhiteford, 1990)the relationship
betweenthem is in fact complexand raisesfundamentaltheoreticaland conceptual
issues,as the work of Traversand Richardson(1989) and the recentcollection of
essaysby Senand others in Senet al. (1987) illustrates. Thisis not territory into
which we wish to tread,except in relation to one specific aspect. The consensual
poverty line methodologywhich we employ is basedon the assumptionthatpeople
themselvescanspecify the incomelevelscorrespondingto certainspecificstandards
of living. Whetherthis isin fact the caseis, however,somewhatproblematic,as
Mack and Lansley (1985) argue. They note, in discussing the consensual
methodologythat:

.. the attempt to establisha minimum standardthrough the
conceptof a minimum income causesproblems. First, the
questionsrequirenot only value judgementsbut also a/actual
knowledgeof conditions in society. A personmay have in
mind a certain standardof living but, becausethey lack the
experienceof living at that standard,wrongly estimate the
income needed. The secondmajor problem stemsfrom the
relationshipbetweenincome level and standardof living. As
many studies have shown... there can be considerable
variations in the standardof living of people on the same
income level. ... the point in this context is that different
individuals may have in mind the sameminimum standardof
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living but, because of different responsibilities, estimate
different minimum income levels. (Mack and Lansley,
1985:43,italics in the original)

Again, this is an issuewhich needsto bekept in sightwhenassessingour results.

Dubnoff'sthird question,'enoughaccordingto whom' goesto theheartof this study.
We havearguedin the Introduction that any poverty line shouldbe both basedon
empiricalobservationof the societyin which it is to be appliedand receiveabroad
degreeof communitysupportas an appropriatestandardof adequacy. Thisimplies
that the answerto Dubnoff's third questionis 'accordingto the communityat large'.
Acceptanceof this principle doesnot, however,pre-judgethe mechanismsthrough
which this principle is to beoperationalised.Somewould argue,for example,that in
democraticsocieties,the wishesof the communityareexpressedthroughthe ballot
box and that politicians are elected to expressthese wishes through legislation
enacted in the Parliament. The tenuous nature of this link in particular
circumstancesis howevera weaknessof this approach,as is the fact that decisions
made in the political arena inevitably also reflect other considerationsand
constraints.

To acceptthis view is thereforeto implicitly rejectan independentassessmentof the
decisionsmadeby thosewith political power. As mentionedabove,we would not
wish to deny thatkey political actorscaninfluence'public opinion' on suchmatters.
We would howeverarguethat communityviews and standardsand thoseof their
political representativesare not necessarily the same thing. Furthermore,as
Townsendand Gordonemphasise,both perspectiveson adequacy- the social and
the scientific - mustbe incorporatedinto thefinal analysis.

An alternativeis thereforeto seekcommunityviews on specificaspectsof societal
functioningandto usethesedirectly to calculateacceptablesocialnorms. This is the
approachdevelopedfor Britain by researcherssuchas Townsend(1979) and Mack
and Lansley (1985), and applied in the Swedish'level of living' surveys(Ringen,
1985) and discussedin an Australian contextby Travers (1986) and Traversand
Richardson(1991). It needsto be emphasised,however, that the results of this
processdo not necessarilyimply that the resultingdecisionsshouldbe implemented.
Thereis a gooddealof difference,for example,betweenwhat the communitymight
regard as an acceptableminimum standardof adequacyand what it might be
preparedto pay in orderto ensurethat no-onefalls below thatminimum. The latter
will be influencedby a range of factors and pressuresfacing peopleat particular
times which are not necessarilyrelevantto the fundamentalissuesrelating to the
former. The two decisionsare thus distinct and needto be kept so. Our concern
hereis solely with the former questionand its implicationsfor the actualdecisions
that have emergedthrough the political process. If there is a great divergence
betweenour findings and the currentsituation(as reflected,for example,in levelsof
social security assistance)then the onus is on those with political power to
reconsiderpast decisionsor to justify them in terms of the other objectives or
constraintswith which theyhavebeenandarefaced.
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The purposeof the presentstudy is to investigateone possiblesolution to these
issues,namely the consensualapproachto the measurementof poverty and the
determination of socially acceptable minimum income levels. In order to
demonstratethe distinctive nature of this methodology,it may be instructive to
consider first the major schools of thought to which the consensualapproach
constitutesan alternative, Le. the existing answersto 'how much according to
whom?'

What might perhapsbe consideredthe defaultapproachto questionsof poverty and
incomeadequacyconsistsof employing'official' povertystandardsandequivalences
implicit in existing systemsof incomesupport. In the British context,for example,
povertyhassometimesbeendefinedin termsof eligibility for supplementarybenefit,
an approachwhich Veit-Wilson (1987)hascriticisedas tautological:social security
aims to amelioratepoverty,which is itself definedin termsof benefitreceipt. This is
quite an importantcriticism if oneassumesthat the purposeof poverty researchand
other evaluations of income sufficiency is, as stated earlier, to provide an
independentstandard for assessingthe claims to adequacyof existing social
securitysystems.Furthermore,asKincaid warns:

Governmentpolicy is basedon what it thinks can be afforded
at any particular time rather than on judgementsabout the
incomepeopleneedto maintainany kind of decentexistence.
(Kincaid, 1973:179)

Not all official poverty standardsderive from this kind of circular reasoning,
however. The Orshanskypoverty line in the United States, for instance,doeslay
claim to somesortof empiricalandtheoreticalrationale,havingits origins in budget
studiesof Americanconsumers(Orshansky,1965: seealso Ornatti, 1966). In this
senSe,it is more strictly a variation on the dominant approachto setting poverty
standardsor income minima, which is basedupon the scientific judgementsof
experts,be they economists,nutritionists or social policy analystsof one kind or
another.

Thus Rowntree set as his standardof 'primary poverty' the smallestamount of
resourcesnecessaryto attain 'merely physical efficiency', while the American
budget-studiesapproachtypically beganfrom a notion of a minimally adequatediet
for basicphysicalhealth. However,asMack andLansleynoteregardingthe former,
the notion of adequatediet employed by Rowntreeconstituted'not the absolute
scientific statementhe presumedbut a level determinedby the assumptionsand
judgementsof the day' (Mack and Lans!ey, 1985: 196; see also Ringen, 1987;
1988). That is to say, we are once again dealing with income inadequacyas a
socially relative phenomenon,the implication of this being that expertjudgements
on adequatediet, housing or anything else are at least as normative as they are
scientific. Theexpertsmakean assessmentof whatconstitutesan adequatestandard
of living basedupon their perceptionsof what this would generallybe consideredto
consistof in the societyin which they live.
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This can be illustrated by referenceto the most famous Australian exampleof
expert-determinedpoverty standards,namely the HendersonPoverty Line (HPL).
The HPL has its origins in a study of poverty in Melbourneconductedby Ronald
Hendersonandhis colleaguesin the mid-1960s. Therebeingno a priori groundsfor
establishinga povertystandardat onelevel or another,the expedientwasadoptedof
settingthe 'poverty line' for a 'standardfamily' of two adultsand two childrenat the
1966 basic wage of $31.20 per week, plus child endowmentof $1, yielding a
roundedamountof $33. Thosewith lessthanthis amountof income(afteradjusting
for family size and composition) were considered to be in poverty. This
methodologythus embodiesseveralaspects.The standarditself reflectsthe setting
of incomeminimaby the statein the form of thebasicwageconceptandthe level of
child endowment(as it was then called). The former originatedin the 'Harvester
Judgement'of 1907, in which JusticeHiggins of the CommonwealthArbitration
Court ruled that wagesshouldbe enoughto meet'the normalneedsof the average
employeeregardedas a humanbeing living in a civilised community' (Ward, 1983:
48-9). The relativenatureof the Hendersonpovertystandardwas recognisedin the
updating of the 1966 poverty line by the Poverty Commission in terms of the
increasein averageweeklyearningsoverthe interveningyears.

As noted in the Introduction, Hendersonand his fellow researchersfor the
Melbourne study made it quite explicit that they were attempting to producea
socially-acceptabledefinition of poverty: ' ... a definition of povertysoaustereas,we
believe,to makeit unchallengeable.No onecan seriouslyarguethatthosewe define
as beingpoor are not so' (Henderson,Harcourtand Harper,1970: I). Assessments
of income adequacysuch as those involved in the HPL are unquestionably
judgementsof societal standardsand attemptsto reflect social norms and values
regardingminimally acceptablestandardsof living. However,they arenonetheless
wholly definitions of reality offered by intellectual experts. Given the almost
unavoidablyarbitrary natureof any poverty line or prescribedminimum income,it
can be arguedthat the specific social valuesand perceptionsof thosewho define
them are immaterial.. In addition, it is presumablythe social role of experts to
investigatethe natureof socialrealitiesandformulatepolicy recommendations.It is
hard to envisagea situationwherethesethings could be donewithout somedegree
of specialisedknowledge. Nevertheless,there doesseemto be a certain irony in
basingour understandingof the financial needsof the poor exclusively upon the
judgementsof thosewho arefar from poorthemselves.

It is preciselyfor this reasonthat increasinginteresthasbeenshownin recentyears
in approachesto the measurementof incomeadequacy,poverty and social security
requirementswhich reflect in some form the actual opinions of society-at-Iarge.
Thesemethodologiescomprisewhat hasvariously beentermedthe 'consensual'or
the 'attitudinal' approachto dealingwith questionsof incomesufficiency. It is to
thesethatwe now turn.
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2.3 The Underlying Methodology of the Consensual
Approach

The basic values underlying the consensualapproach to the study of income
adequacyand inadequacyare those of democracyand citizenship (Veit-Wilson,
1987). The idea is, so far aspossible,to 'castasideself-appointed,self-opinionated
expertsand "let the peopledecide'" (Piachaud,1987: 149). Lessdramatically,it is
arguedthat it is entirelyconsistent(somewould argue,absolutelyessential)with the
recognitionthat acceptablestandardsof living are artefactsof society to seekthe
measurementof the former in the views of the generalpublic. If the satisfactionof
one'ssocially acknowledgedneedsis in fact a preconditionfor citizenship,and this
citizenshipis thatof ademocraticstate,thenthe legitimacyof aprescribedminimum
standardof living and the policies adoptedto pursueit can only be enhancedby
popularendorsement.

Gauging popular sentimentson necessaryincomes, financial poverty and social
securitymeasurestypically proceedsin much the samemanneras the measurement
of public opinion on anything else; that is, through asking peoplequestionsin a
socialsurvey. However,exactlywhat to askandwhat to makeof the responsesis by
no meansclear cut. Obviously, the first methodologicalissue lies in what one
decidesto askpeopleabout. Is it preferableto askrespondentswhatsumsof money
people think they need as income or instead to find out from them what they
considerthe componentsof a minimally acceptablelifestyle and then assigna cash
value to these? Both perspectiveshave been adopted in the existing research
literature,andeachhasits advocates.

To considerfirst the approachof askingpeoplewhat they perceiveasnecessities,the
most notableexampleis the study conductedin Britain by Mack and Lansleyand
reportedin Poor Britain (Mack andLansley,1985). Thesurveyinstrumentincluded
a list of thirty-five goods,servicesand activities and respondentswereaskedwhich
of these they would classify as 'necessities'. Items chosen were intended as
indicatorsof 'not only thebasicessentialsfor survival (suchasfood) butalsoaccess,
or otherwise,to participatingin societyand being able to play a social role' (Mack
and Lansley,1985: 50). They thereforerangedfrom 'meator fish every otherday'
and 'bedsfor everyonein the household'to 'friends/family roundfor a mealoncea
month' and 'a hobbyor leisureactivity'. From theseitems,Mack andLansleyfound
22 which were ratedasnecessitiesby a majority of their sampleandwhoseabsence
was negativelycorrelatedwith income (four of theseitems applied only to adults,
and four only to children). They then proceededto classify as poor anyonewho
could not afford threeor moreof them. This was translatedinto an incomelevel by
meansof fitting regressionequationsto the datafor low andhigh incomefamilies to
see if there was any given point at which the relationshipbetweenincome and
deprivationsignificantly diverged. Sucha cut-off wasfound at about£70per week,
or ISO percentof the supplementarybenefit rate,a thresholdincomelevel similar to
that estimatedpreviously by Desai (1981) from the survey data generatedby
Townsend(1979).
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This approachis intuitively appealing,yet it is not without its problems. David
Piachaud(1987: 150-1)highlights two of these. Firstly, thereis the choiceof three
specific deprivationsas defining the cut-off point. If they are indeednecessities,
might not the absenceof evenone item constitutepoverty? Secondly, whatis the
significanceof thosepeoplewho cannotafford 'necessities',but somehowmanageto
pay for 'non-necessities',such as cigarettes,or indeedany other consumergood
which did not make it onto Mack and Lansley'slist in the first place? The latter
highlights how this sortof methodis plaguedby the samedifficulty which it sought
to escape,namely the tendencyfor the researcherto demarcatewhat peoplemight
reasonablyconsidernecessities. More broadly it raises the difficult questionof
choice. Peoplemay elect to purchasewhat the theorist considersnon-necessities
simply becausethey are more necessaryto them personallythan the agreed-upon
'necessities'of the experts. The difficulties involved in translating a list of
popularly-approved'necessities'into a poverty criterion, let alonea benchmarkfor
pensionand benefit levels, raiseconcemsover the usefulnessof this approachfor
policy purposes. As well as these conceptualissues,there is also the practical
problemof datacollection. Respondentsneedto beaskeda goodmanyquestionsto
facilitate the constructionof this povertyindex.

Thealternativeto suchmethodswithin the consensualperspectiveconsistsof asking
peopledirectly aboutthe adequacyor inadequacyof given incomelevels. To some
extent, this gets around the problem of trying to decide upon a definition of
'necessities'.The issuebecomesoneof how much moneypeopleneedto purchase
the requirementsfor a basicallydecentstandardof living, the actualcomponentsof
this expenditurebeing nobody'sbusinessbut their own. Theoreticallythis might be
seenas preferable,not merelybecauseit solvescertaintechnicaldifficulties relating
amongstother things to the impact of different personalpreferenceson actual
choices,but more importantly becauseof the socialvaluesit implies. As Atkinson
(1989)puts it, this methodembodiesaconceptionof:

... poverty as concemedwith the right to a minimumlevel of
resources.On this basis,families are entitled,as citizens,to a
minimum income, the disposalof which is a matterfor them.
This approach may be more appealing to those who see
concernfor povertyasbasedon a notion as to what constitutes
a goodsociety. (Atkinson, 1989:12, italics in theoriginal)

The method does, however, suffer from the problem noted earlier that the
relationship betweenincome and standardof living will reflect people'sfactual
knowledge of societal conditions, as well as the extent of their current
responsibilities.

The idea of askingmembersof the public what they think constitutesan adequate
incomehas long beena stapleof public opinion polling. In the United States,for
example,a commonquestionin theGallupPoll from 1946onwardwas:
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What is the smallest amount of money a family of four
(husband, wife, two children) needs to get along in this
community?

An importantpoint to notehereis that theprecisewording of questionssuchas this
is crucial to the interpretation of the responsesgiven. In this example, the
respondentis taken to have some idea of what it meansto 'get along'. Indeed,
making senseof the poll's resultspresupposesthat there is somesort of common
cultural understandingof this term acrossthe surveyedpopulation. The respondent
is alsoprovidedwith certainparameterswithin which the assessmentmustbe made,
in this caseby the qualifying description'in this community'. Consequently,one
might expectthat, for instance,the type of 'community' (Le. city, small town, rural
area) in which respondentslive would beara relationship to their opinion of the
incomesneededto 'get along'. Empirical analysisof suchdata tendsto supportthis
(Rainwater,1974:52-9).

Perhapsmore interestinglyfrom the point of view of trying to establisha socially
relevantstandardof incomeadequacyis thepatternin which answersto suchsurvey
questionsvary over time. Utilising the aboveGallup Poll question,Lee Rainwater
found for the United States that between 1946 and 1969 the averageamount
specifiedincreasedby approximatelyfifty per cent in real terms,yet stayedat about
the sameproportion of both per family disposablepersonal income and average
weekly take-home pay of non-agricultural workers (Rainwater, 1974: 52-3).
Although this finding was challengedin a paper by Kilpatrick (1973), a recent
updatedstudy by Rainwater(1990) utilising US Gallup Poll data for the 1979-86
periodconfirmshis earlierfinding using a rangeof alternativestatisticaltestsof the
data.

In an exercisewhich in retrospectis an interestingprecursorto the consensual
povertymethodologyline discussedlater, Rainwaterin his earlierstudy investigated
the relationshipbetweenthe responseto the 'getting along' questionand the actual
income level of respondents. He found a positive and statistically significant
relationshipbetweenthe two variables. Having estimatedthis relationshiphe then
proceededto posethefollowing question:

If this equationdescribesthe relationshipbetweenthe income
of respondentsand the amount they think necessaryfor the
family of four to get along, what is the amountat which the
respondent'sincomeis equalto the get-alongamount? That is,
what is the income of respondentswho according to this
formula should on the average tell interviewers that their
incomeis just sufficient for a family of four? (Rainwater,1974:
55-6)

On solving his estimatedequation,Rainwaterfound the answerto be equal to 66.7
per centof medianfamily income,an amountwhich he thenarguedis that at which
respondentswould, on average,saythat their incomeis the 'minimumnecessary'for
a family of four. Rainwateris careful not to equatethis level with a poverty line
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income level, but the close correspondencebetween the two is evident In the
terminologyheemploys.

In his morerecentpaper,Rainwateris evenmorecarefulin distinguishinghis results
from thoserelatingto povertyassuch. He arguestherethat:

.. a correctapproachto the studyof poverty,or low income,or
economic deprivation, must proceed from a sociologically
groundedunderstandingof the interpenetrationof materialand
social well-being in modemsocieties... (and that)... the search
for a single socially validatedpoverty line is not useful. It is
not likely that there is a single point at which mere income
difficulties translate into serious economic deprivation.
Instead, it is more useful both for descriptive and policy
purposesto examinethe continuumof lower incomesand its
correlates.(Rainwater,1990: I)

Here Rainwateris reinforcing the recenttrend in poverty researchto focus on 'the
continuumof lower incomes'which hasalreadybeenhighlightedin the Introduction.
Rainwateralsoemphasisesthat the dataderivedfrom questionssuchas thoseposed
in the Gallup Poll have only limited direct relevanceto poverty as such. Rather,
suchdatacanbe usedas:

... a shortcut to testing ideas that are developed from the
sociologicalperspectiveon living standards.The views people
offer in surveys,then, are takennot as defining povertybut as
indexes of the patterns of social behaviour relevant to
understandingtheeffectsof low income. (Rainwater,1990:3)

While we seemuch of value in Rainwater'sview that poverty researchshouldbe
'sociologicallygrounded'we will nonethelessutilise the termpovertymorenarrowly
in this Reportin describingsomeof our resultsin orderto conformwith otherswho
have used the consensualmethodology. Our results are, however, best seenas
exploratoryin the sensethat they representthe first attemptto apply the approachto
Australiandata. We will, however,alsopresentlater resultswhich adopta broader
perspectiveon social attitudesto minimum standardsand dimensionsof economic
deprivation.

Aspectsof Rainwater'searlieranalysishaverecentlybeenreplicatedfor Australiaby
Saundersand Bradbury (1991). Their data were derivedfrom the responsesto the
following MorganGallup Poll minimum incomequestion(MMIQ):

In your opinion, what is the smallestamounta family offour 
two parentsand two children - needa weekto keepin health
and live decently - the smallest amount for all expenses
including rent?
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The averageresponseto this question for the period 1945 to 1988 is shown in
currentpricesin Table2.1, and illustratedin Figure2.1 after adjustingfor increases
in consumerprices. More detailedstatisticalanalysisof the data revealedthat the
averageresponsemoved in line over the period with measuresof overall average
community income levels such as householddisposableincome per capita and
private final consumptionexpenditureper capita (Saundersand Bradbury, 1991,
Table2).

Using the detailedresponsesto the MMIQ from the July 1987RayMorganResearch
Centre Cost of Living Survey, Saundersand Bradbury then investigated the
relationshipbetweenthe responsesto the MM IQ 'healthand decency'questionand
the actual income level of respondents.Like Rainwater,they found a positive and
significant (log-linear) relationship between the two variables. The estimated
relationshipwas thenusedto calculatethe incomelevel at which the surveyresponse
to the 'healthand decency'questionand the respondent'sown incomewereequal.
The resultwasan amountof $333a weekin July 1987,equivalentto 155percentof
the household disposable income per capita figure of $214.4 a week in the
Septemberquarterof thatyear.

Opinion poll questions of the type analysed by Rainwater and Saundersand
Bradbury would seem to have several advantagesin providing the basis for a
measureof socially acknowledgedincome minima. Firstly, the method and its
results are straightforward and can be reasonably readily understood by the
non-specialist.Also, it canbeestablished,as we haveseen,that the incomestandard
derivedin this way is a distinctly socially relativeone. Furthermore,with respectto
satisfyingthe democraticcriterion, the input of the expertis limited. Certainly, the
researcherchoosesthe wording of the surveyquestionand developsthe statistical
methodologyfor its analysis,but even this is available for public scrutiny and
possiblecriticism.

Nevertheless,such a strategyhas definite limitations. For a start, in so far as we
confineourselvesto existingopinionpoll data,theactualquestionsaskedarea given
and the analysisis limited to one sort of family. This later aspectcan be seenas
castingdoubt on the responsesof someof thosewhoseactualfamily circumstances
aregreatlydifferent from thoseof thefamily specifiedin the surveyquestion. Thus,
it can be arguedthat single peopleor coupleswithout children have little basis in
their own experienceon which to respond in an informed way to the survey
question. Similarly, elderly respondentsmay be unable to judge this issue for
families with childrencurrently,evenif theyoncehadchildrenof theirown.

Of course,it is possibleto getaroundthesedifficulties by collectingone'sown data.
Rainwater, for instance, undertook his own survey in which he presented
respondentswith a series of hypothetical families and asked them to offer an
estimateof how much each would need to attain a given living standard,be it
'gettingalong', 'comfortable','in poverty', and so on (Rainwater,1974,Chapter5).
Yet there is a more stubborn problem faced by this approach. Whether those
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Table 2.1: Average Responseto the Morgan Gallup Poll Minimum Income Question,
1945to 1988

Year Month Response Year Month Response Year Month Response
($/week) ($/week) ($/week)

1945 Feb. 12.80 1963 Feb. 37.80 1979 April 183.00
1946 Feb. 13.00 1964 Feb. 38.20 1979 July 191.00
1949 Feb. 14.90 1965 July 40.60 1980 Feb. 206.00
1949 July 16.40 1966 July 44.60 1980 July 209.60
1950 Feb. 16.90 1967 July 46.80 1981 Feb. 227.00
1951 Feb. 20.00 1968 Aug. 50.70 1981 July 238.00
1951 Aug. 21.60 1969 Aug. 55.40 1982 Feb. 266.00
1952 Feb. 23.30 1970 Oct. 60.20 1982 July 267.00
1952 Aug. 25.00 1971 Oct. 71.20 1983 Feb. 277.00
1953 Feb. 25.70 1973 May 87.00 1983 July 280.00
1953 Aug. 27.30 1974 Feb. 98.00 1984 Feb. 298.00
1954 Feb. 26.50 1974 Aug. 110.00 1984 July 301.00
1954 Aug. 26.40 1975 Feb. 119.00 1985 Feb. 321.00
1955 Feb. 28.80 1975 July 123.00 1985 July 327.00
1956 Feb. 29.60 1975 Oct. 129.00 1986 Feb. 341.00
1957 Feb. 30.90 1976 Feb. 137.00 1986 July 356.00
1958 Feb. 30.50 1976 July 151.00 1987 Feb. 369.00
1959 Feb. 32.50 1977 Feb. 156.00 1987 July 376.00
1960 Feb. 33.50 1977 July 165.00 1988 Feb. 392.00
1961 Feb. 36.00 1978 Feb. 171.00 1988 July 391.00
1962 Feb. 36.40 1978 July 172.00

Source: SaundersandBradbury,1991,Table I : 57

sutveyedareestimatingthe incomeneedsof a single 'typical' family or a variety of
hypotheticalfamily types, they are in both casesdealing with idealisedcases,or
more plainly, with somebodyother than the respondentsthemselves. Thus the
problem lies in expecting respondentsto estimate an appropriate income for
someonewhosecircumstancesand/orpreferencesmay be completelyunlike their
own. They haveto judgewhata given incomelevel would meanfor someoneelse.
In economicparlance,the difficulty is one of interpersonalwelfare comparisons
(Bradbury,1989a).

The empirical techniqueswhich havebeendevelopedto deal with this problemare
basedupona quite simpleprinciple. Insteadof askingwhat peoplethink someone
else needs,the consensualpoverty line approachinvolved asking them insteadto
indicate how much income they think they themselveswould need to attain a
particularstandardof living. This approachis the onewhich we areadopting. It is
thereforeappropriateto explore it in somedetail, including a considerationof its
strengthsaswell asits limitations.
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Figure2.1: AverageResponseto theMorganMinimum IncomeQuestion,1949to 1988
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Source: SaundersandBradbury,1991,Figure1: 59.
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2.4 The ConsensualPoverty Line Approach

27

The methodologyemployedin Section4 to derive a consensualpoverty line for
Australia draws upon the specific approachdevelopedinitially by a group of
researchersbasedat Leyden University in the Netherlands. The methodwas first
outlinedandappliedin an importantcontributionby Goedhart,Halberstadt,Kapteyn
and van Praag (1977). It has subsequentlybeen refinedand applied to the
measurementof poverty in the Netherlands(Hagenaars,1986; Hagenaarsand de
Vos, 1988),eightEECcountries(van Praag,Hagenaarsandvan Weeren,1982),the
United States(Danziger,van der Gaag,Taussigand Smolensky,1984; Colasanto,
Kapteynand van der Gaag,1984)andIreland (Callan,Nolan, Whelan,Hannanand
Creighton, 1989) as well as (in restricted form) for Australia by Saundersand
Bradbury (1991). It has been subject to scrutiny by Kapteyn, Kooreman and
Willemse (1988), and Hagenaars(1986). In an Australiancontext, the consensual
poverty line approachhas been discussedby SWPS (1981) and Saundersand
Bradbury(1991),as well as by SaundersandWhiteford (1989)andGourlay (1990).
Our aim hereis to summarisethe main featuresof the specificform of the approach
which we use later in a way which is self-containedbut designedto minimise the
overlapwith otheraccountsalreadyavailablein theliterature.

The first point to note is that there is not onebut two different approachesto what
has been called the consensualpoverty line method. Both were developedby
Goedhartand his colleaguesin their pathbreakingwork referred to above. These
two methodsbuild upon different surveyquestions,althoughboth sharethe same
generalapproach. The two specific applicationsare distinguishedby the specific
questionsgeneratingthe survey data eachuses. The first questionis termed the
IncomeEvaluationQuestion(IEQ) while the secondis called the Minimum Income
Question(MIQ).

Our empiricalanalysisin Section4 adoptsonly the secondapproach,that basedon
the MIQ. However,althoughwe havenot followed themethodsbasedon the IEQ, a
brief description of ihis method is in order.! The IEQ is designedto obtain
information on the monetary income levels attachedby respondentsto certain
economicwelfare valuesassociatedwith suchdescriptionsas 'very bad', 'bad',and
'inadequate'levels of income. A welfare function of income is then assumedfor
each respondentwhich relates income to the levels of welfare (or well-being)
associatedwith each income level by eachrespondent. By making assumptions
about the functional form of each individual's welfare function of income, it is
possibleto estimate,for each respondent,certainkey parametersof their welfare
function. Oneof thesekey parametersis the meanof the welfarefunction for each
respondent.Having derivedthis parameter,the methodthenallows a relationshipto
be estimatedwhich derives the income levels correspondingto different welfare

Readerswishing to haveamore completeand formalised accountare referred to Goedhart et
al. (1977)andHagenaar,(1986).
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evaluationsfor different categoriesof respondents(classified by family size, for
example).

This is then usedto derivea setof poverty lines for eachcategoryof respondentsby
selectinga welfarelevel which is assumedto correspondto thepovertyline (e.g.one
correspondingto a 'very bad' incomelevel). However,theapproachis not restricted
to the use of a single welfare level, but can be used to derive the income levels
associatedwith different specifiedcriteria, inadequate,modest,comfortable,and so
on, dependingupon the precisewording of the IEQ itself. The sensitivity of the
resultingpoverty line incometo thesedifferent welfareevaluationscan thusalso be
assessedusing the method. As noted earlier, we have not applied the consensual
methodbasedon the IEQ, although we will explore aspectsof its use later as a
meansof refining the secondapproachbasedon the MIQ. Here we will follow the
proceduresemployed in the recent study for Ireland undertakenby Callan et al.
(1989),but we will leavethedetailsto beexplainedlater.

The secondconsensualpoverty line approach,basedon responsesto the MIQ, is
more straightforwardand more readily comprehendedthan that basedon the IEQ.
The MIQ is usually worded with the intention of deriving the income level which
eachrespondentregardsas the minimum necessaryto 'makeendsmeet' given their
existingcircumstances.The MIQ thustakesthe following generalisedform:

In your opinion what is the very lowest income that your
householdwouldhaveto havejust to makeendsmeet?

To explain the consensualpoverty line approach,let y* representeachrespondent's
answerto the MIQ and Y their actual incomelevel. Furthermore,let FS represent
the family size of eachrespondent,defined simply for the momentas equal to the
numberof family members. We then assumethe following generalrelationship
betweenthesethreevariables:

y* = F(Y, FS) (2.1)

In equation(2.1), we would expectto find a positive relation betweeny* and both
argumentsof the function F(.). This meansthat the minimum incomelevel increases
with actualincomeand with family size. If we assumefurther (for the moment)that
the function in (2.1) is linear, thenit canbe written in the following form:

y* = <to+uI·Y+uz·FS (2.2)

where <to, uI and Uz are parameterswhich will be estimatedfrom the survey
responsesto the MIQ andinformationrelating to the family sizeof respondents.

How then, is the consensualpoverty line derivedoncethe relationship(2.2) hasbeen
estimated?The answercanbe explainedwith the help of Figure2.2 which is drawn
for easeof expositionfor respondentsof a givenfamily size(indicatedin Figure2.2
by setting FS = FI). Considera respondentwith actual incomeequal to YI . On
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Figure 2.2: Derivation of the ConsensualPoverty Line for a Family of a Specific Size
(FS=Ft)
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average(as indicatedby the estimatedrelationshipy* = aa+ (XI Y in Figure2.2)
they will indicatetheir minimum incomelevel to be equalto YI *. Assumenow that
their actual incomewere to fall to YI * (shown in Figure 2.2 with the assistanceof
the 4Y diagonalline, along which Y = y* by definition). Their minimum income
level would thenalsodeclineon averageto Y2*, becauseof the positiverelationship
betweeny* and Y. If their actual income were then to fall to Y2* (=Y3), their
minimum income level would decline again to Y3*, and so on. Goedhartet al.
(1977) proposed that the consensualpoverty line be set at the income level
correspondingto the intersectionof the two lines shown in Figure 2.2, Le. at the
incomelevel Yp.

What the method implicitly does when setting the consensualpoverty line at the
intersectionof the two lines in Figure 2.2 is to apportiongreateremphasisto the
views of thosewhose incomesare closestto the poverty line itself. Thosewhose
incomesare well abovethe poverty line have an influence to the extent that they
affect thepreciseform of theestimatedequation(2.2),but their influenceon the size
of thekey coefficientsaa,(XI and �~ (andhenceon the estimatedpovertylines) will
be lessthan that of thosewhoseMIQ responseand actual incomesarecloserto the
intersectionpoint P in Figure2.2.

The interpretationof this approachis then clear, becauseYp correspondsto the
income level at which, on average,respondentswould indicate that their current
incomelevel is just sufficient for them to 'makeendsmeet'. In termsof equation
(2.2), the poverty line for this family type is obtainedby settingY = Y*(=Yp) and
solving for Yp. The poverty line can thus readily be seento be derived from the
following formula:

(2.3)

which can be calculateddirectly once aa, (XI and �~ in equation(2.2) have been
estimatedfrom the surveydata. To estimatethepovertylines for otherfamily types
(F2, F3etc.)we simply replaceFI in (2.3) by F2 andF3andso on, in turn to produce
eachpoverty line. In generalterms, if YPi is the income poverty line for the ith
family type (F;), the methodproducesthe following setof povertylines,onefor each
of the i family types:

(2.4)

From these,it is then possibleto estimatea set of equivalencescaleswhich show
how the needsof different families vary accordingto their family circumstances
(reflected in this casesimply by family size). We assumehere that eachof the
different family typeshasthe samestandardof living at their own particularpoverty
line, from which it follows directly that the ratio of the different poverty lines
derivedusing (2.4) gives the equivalencescaleswhich allow family living standards
to beplacedon the samemetric.

Thus, for example, the consensualpoverty lines for family types FI and F2,
respectively,areequalto:
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Y I = (ao + a2FI)/(I - al)

Y2 = (ao + a2F2)/(I - al)
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(2.5)

(2.6)

From this it follows that theequivalencescaleE(FI, F2) which expressesthe relative
needsof the two family typesis derivedfrom:2

(2.7)

The approachto the derivationof a consensualpoverty line basedon the MIQ thus
providesa setof poverty lines and implied equivalencescaleswhich are basedon
communityviews regardingminimum incomelevels derivedfrom responsesto the
MIQ. It is an elegant,yet simple and infonnativeapproach. However,lest one is
lead into thinking too highly of the underlying method,severallimitations of the
approachdeserveto beemphasised.

Thefirst, important,point to note is that the surveyrespondents'implicit assessment
of the adequacyof their currentincomelevel in allowing them to 'makeendsmeet'
is not the criterion usedto establishtheir povertystatus,asnotedin the Appendixto
SaundersandBradbury(1991). Consider,for example,a respondentwhoseresponse
to the MIQ is an incomelevel (Y*) which is abovetheir actualincomelevel (Y); Le.
y* > Y. This respondentis implicitly indicating that their currentincomelevel is
notenoughfor themto 'makeendsmeet'- theyarein asensein povertyaccordingto
their own assessmentof the incomelevel they requireto 'makeendsmeet' in their
currentcircumstances,even though they havenot indicatedas such directly. Yet
thereis no guaranteethat they will be definedas poor using the consensualpoverty
line approachdescribedabove. It is quite possiblefor y* > Y yet for Y > Yp at the
sametime.

Similarly, it is possiblefor the oppositeto occur, Le. for respondentsto indicate
implicitly that their currentincome is abovethat requiredfor them 'to makeends
meet',yet for the consensualapproachto result in thembeingclassifiedaspoor. In
this case wewould havey* < Y < Yp. This criticism of the methodology,notedby
SaundersandBradbury(1991) andagainrecentlyby Jamrozik(1991),meansthat it
is important to distinguish between the consensual approach to poverty
measurementand a more direct subjectiveassessmentof their income adequacy
which dependsupon a simple comparisonbetweenactual and 'making endsmeet'
incomelevels.3 This is a seriousobjection to the consensualmethodologywhich

2 Note that theequivalencerelativity doesnot dependupon thevalueof theslopeparameter
on the incomevariable(ett) in equation(2.2). This is not ageneralresult,but is sofor the
linearform of the function F(.) in equation(2.1).

3 We usethe expressionsubjective incomeadequacyhere to distinguish it from the kind of
subjectiveassessmentof povertystatususedrecentlyby TownsendandGordon(1991).
Their study asksrespondentsdirectly whether or not their circumstancesare such that they
consider themselvesto be in poverty, unlike our method which is derived from responses
which do not directly seekrespondents'views as to whether or not they regard themselvesas
poor, only on their (implicit) views as to the adequacyof their existing incomes. It should
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shouldbe bornein mind when assessingthe resultsin Section4. We will, at that
time, makecomparisonsbetweenthe resultsderived from the consensualapproach
andthoseproducedby an alternativemethod.

It shouldalsobe apparentby now that the precisewording of the MIQ will havean
important bearing on the responsesit provokes(Y*), hence on the form of the
estimatedrelationship(2.2) and thereby on the consensualpoverty lines derived
from (2.4). It is at this point, as notedearlier, that writers suchas Piachaudhave
questionedwhetherthe methodreally doesmanageto avoid expertinput andinstead
'let the peopledecide'. Clearly, in providing an answerto the generalisedform of
the MIQ shown above,each respondentwill make certain assumptionsregarding
which aspectsof their existing circumstancesthey take as given in estimatingthe
incomerequired to makeendsmeet. It is likely that they will take their existing
family structureas given, for example,but what of their housingcosts? Or what if
theyhavejustpurchaseda new caron creditandhavea monthly repaymentto meet?
Will they assumetheir MIQ responseto be conditionedby this aspectof their current
circumstances?

Thereis no unambiguousway of answeringsuchquestions,althoughsomeof them
are addressedin establishingthe preciseformulation of equation(2.1). However,
becausetheremay be other importantfactorsomittedfrom the equation,one would
expecta considerableamountof variability to be left in the MIQ responseseven
after relationship(2.2) (or a more refinedversionthereof)hasbeenestimated.There
is a difficult balanceto be arrivedat herein specifyingthe form of the MIQ. On the
one hand, one wants as far as possible to minimise the distortions arising from
respondentstaking account of what might be regardedfor current purposesas
extraneousfactors. On the otherhand,to be too directive in choosingthe wording of
the MIQ is to risk pre-judgingthe issueby allowing expert input to dominateover
the genuineviews of respondents. There is no way to satisfactorily resolve this
difficulty without compromisingthe entire approach. Most studieshavechosento
word theMIQ in a form quite closeto that alreadyshownandthusto avoid claimsof
leadingrespondentsunduly. It is nonethelessimportantto rememberthat the way in
which the MIQ is worded is likely to influence the responsesit inducesand hence
the consensualpoverty lines it produces.

A furthersetof issuesare inherentin the consensualapproachasoutlinedabove,but
give less cause for concem. These relate to the· more specific and technical
assumptionsbuilt into the applicationof the method. It is necessaryto makecertain
assumptionsbefore the methodcan be operationalised,but it is important to make
theseexplicit, to try altemativesand, wherepossible,to subjecteachalternativeto
investigationas to its statistical validity. For example,in going from the general
relationship shown in equation (2.1) to the specific functional form shown in
equation(2.2), assumptionsabout the form of the functional relationshipitself are

benotedthat underthesubjectiveapproachusedby TownsendandGordon,thereis no such
thing as 'a poveny line', poverty status being determined on adifferent basisfor each
respondentaccording to their subjectiveevaluation of the adequacyof current income.
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made. Someof theseareclear,but othersare lessobvious. It is clearfor example
that the functional relationshipbetweenthe independentvariablesY andFS and the
dependentvariable y* is assumedto be linear in equation (2.2). This is an
assumptionthat can be relatively easily testedby estimatingalternativefunctional
forms of equation(2.1) and selectingthat which perfonnsbestaccordingto a setof
pre-determinedstatisticalcriteria.

An alternativefunctionalfonn which previousresearchhastendedto favour over the
linearform shownin equation(2.2) is thefollowing log-linearformulation:

log y* = ao+ al.log Y + a2.logFS

or amixed logarithmicandlinearfonnulationasfollows:

Log y* = ao+ al.log Y + a2·FS

(2.8)

(2.9)

It is readily straightforwardto estimateand comparethe alternativeformulations
(2.2), (2.8) and(2.9) and this will bedonelater.

A secondfeatureof (2.2) is that the relationshipbetweeny* and Y - as expressed
by the single parameteral in this instance- is independentof the family size
variable,FS. This meansthat the slopeof the Y*- Y relationshipis not influencedby
family size. An alternative possibility would be that the slope of the Y*- Y
relationshipis dependentuponfamily size. This possibilitycouldbecapturedin two
straightforward ways; firstly by specifying a different simple (linear) Y*- Y
relationshipfor eachfamily type; or secondlyby introducinga model in which the
slope parameteral varies with family size. The first approachis equivalent to
estimatingthefollowing relationshipseparatelyfor eachfamily type:

(FS = FSi ; i = I, 2...m) (2.10)

wherethe superscriptsi refer to the ith family type. The secondapproachinvolves
estimatingthefollowing relationship:

(2.11)

whereDj (i =1,2...m) area seriesof dummyvariables,eachof which is setequalto
1 for a particularfamily type andequal to zerofor all otherfamily types. The slope
parameteral* in (2.11)estimatesthe strengthof the interactionbetweenfamily type
and the Y*- Y relationship. If there is no such interaction, then al* = 0, a
proposition which will readily be revealedby the data and which can be judged
againstconventionalstatisticalcriteria.4 Alternative fonnulations(2.10) and (2.11)
are, it is apparent,very similar and only one needbe usedin practice. We prefer

4 Note that if (XI' = 0 in equation(2.11) then this equationcanbe written in the fonn
Y' = «(XI + <lzDj ) + (Xt Y I which is equivalenlloequation(2.2).
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fonnulation (2.11) becauseit more readily pennits statistical testing of the
hypothesisunderconsideration(i.e. that at * = 0), althoughwe later report results
basedonbothapproaches.

The final commentaboutthe fonnulation(2.2) is that the only non-incomevariable
in the equationis family size, measuredby the numberof family members. An
obvious improvementto this would be to acknowledge- as all of the existing
equivalencescale researchconfinns - that adults add more to family needsthan
children, by including the numberof adults (A) and the numberof children (C)
separatelyinto themodel. This producesthefollowing relationship:5

(2.12)

It is relatively straightforwardnow to testwhetheror not the coefficients�~ anda3
in (2.12) are equal. If the equality of the coefficientsis rejectedthen fonnulation
(2.12) is preferableto (2.2). If not, then (2.12) reducesto (2.2) which can thenbe
usedwith moreconfidence.6

This last discussionleads on to the more general issue of whetheror not other
variables in addition to family size should enter equation(2.2). Recall that this
equationwill be usedto derive poverty lines and that it thus incorporatesa view
about how needschangewith family size and other detenniningcharacteristics.
Furthennore,much of what we currently know about relative need indicatesthat
variablesother than family size are important - the HendersonPoverty Line, for
example,indicatesthat needis assumedto vary not only with family composition,
but also with the ageof family members,their genderand workforce statusand the
total numberof peopleliving in their household.

A more sophisticatedequationthan (2.2) (or (2.12)) will be required to establish
whethersimilar featuresare implicit in our surveydata,alongthe linesproposedin a
recentpaperby de Vos and Gamer(1989). Again, this issuewill be exploredin
greaterdetail laterwith themeof thefollowing generalisedversionof (2.2):

(2.13)

whereZi is a vector of relevantvariables,the precisedefinition of eachone being
left for later. We will, however,give specificattentionto the issueof whether,andif
so, how, responsesto the MIQ (and hence the consensualpoverty lines) vary
accordingto theageof the respondent.

5 Clearly,equation(2.12)couldalsotakethemixed logarithmicfonnulationlog
Y' = <Xo + "llogY + "'lA + "3C,

6 If the hypothesesHo: "2 = "3 cannotberejected,then(2.12) becomes
Y' = <Xo + "1 Y + "'l (A + C) = <Xo + "I Y + "'lFS, or equation(2.2).
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In this section we have explained the consensualpoverty line methodologyand
noted both the strengthsand several weaknessesof the general approach. It is
certainly an exaggerationto claim that the methodologyas applied to date fully
reflectsthe goalsof citizenshipanddemocracywhich areseenby someasgiving the
methodits underlying rationaleand validity. Similarly, the expectationsof those
who claim that the method in effect allows the influence of experts on the
constructionof a poverty standardto be over-riddenby 'letting the peopledecide'
havealso beenseento be unrealisedin practice(aswell as in theory). Put bluntly,
the consensualapproachstill requiresexpertsto design the samplingmethodsand
interpretthe results,aswell as(mostsignificantly) to decideuponthe actualwording
of the Minimum IncomeQuestionitself. As expertsourselves,we makeno apology
for this. Rather, we see the method as allowing the influence of experts like
ourselvesto be diluted somewhat,while allowing the views and perceptionsof
others -including thosecurrently living close to the edge,strugglingto makeends
meet- to havean influenceon wherethe povertystandardis to beset.

It is difficult to seehow to go much beyondthis, by dispensingentirely with the
views (andresearchexpertise)of 'the experts'. The consensualpovertyline method
may thusnot go as far down the democraticroadassomewould wish, but for us its
greatstrengthis that it allowsus to constructan alternativepovertystandardwhich is
groundedin the everydayexperiencesof Australianpeople,particularly thoseliving
in, or close to, poverty. This, combinedwith the method'sobvious advantagesin
terms of taking community views seriously, means that the resulting poverty
standardsatisfiesbothof the key principlesenumeratedin the Introduction. We turn
now to a discussionof our surveydatabeforeturning to our analysisof thesedata
andwhat they imply for the reliability of the methods,the levelsat which consensual
povertylines areto beset,ahd the relevanceof existingpovertystandards.



3 The Survey
The survey which producedthe data analysedin this Report was not undertaken
specificallyfor currentpurposes.The surveywasundertakenby Dr Elim Papadakis
of theUniversityof New Englandaspartof a studyof communityattitudesto public
andprivatewelfarein Australia. Partof that studywasfundedby theSocialWelfare
ResearchCentre(as it was thencalled),and additionalquestionswereaddedfor the
specificpurposesof this research.Readerswho areinterestedin the resultsfrom Dr
Papadakis'broadersurveycanfind his resultssummarisedandanalysedin the report
Attitudesto Stateand Public Welfare: Analysisof Resultsfrom a National Survey
published as Report No. 88 in the Social Policy ResearchCentre Reports and
Proceedingsseries in December1990. That report containsa descriptionof the
surveymethodsand samplecharacteristicswhich forms the basisof the description
and analysiscontainedin Section3.1 below. This is followed in Section3.2 by a
more detailed description of those sections of the questionnaireof particular
relevanceto this research.

3.1 Sampling Method, ResponseRatesand Data Description

The survey took the form of a self-administeredquestionnairemailed to a national
sampleselectedfrom the electoral rolls. A systematicrandom sampleof 3507
electors was drawn in April 1988 by the Australian Electoral Office for all
AustralianStatesand TerritoriesexceptSouth Australia, for which the samplewas
selectedat the offices of the SouthAustralianElectoralCommission. Follow-upsto
the initial mail-out in April took the form of a reminder/thank-youpostcardsenton
15 August and additional copiesof the questionnairesent with covering letters to
non-respondentson 29 August and 30 September,the latter being sentby certified
mail. Respondents'specific queriesand concernsregardingthe surveywere dealt
with by telephone. The final responseswere received in January1989. Of the
original 3507 questionnairesmailed out, 1814 responseswere received,therewere
1129refusalsand564 'non-contacts'.

In understandingsomeof the reasonsfor refusalor non-contact,it is useful to quote
Papadakishimselfat somelength:

The majority of refusalscannotbe broken down into specific
categoriessince thesepeople did not respondto any of the
mail-outs. However,228 peoplewrote in to point out that they
were not interestedor that the surveywas not relevantto their
needs(N =17) or that they weretoo old to participate(N =26).
Sixteenpeople wrote in to complain that the survey was an
invasionof privacy, 15 only partly completeda few pagesof
the questionnaireand 20 wrote in to say they had no time. A
smallbut significantproportionof peoplewereno longerliving
at the addresseslisted on the recordsof the electoral register.
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A large numberof envelopes(N = 461) (including the final
round of mailouts by certified mail) were returned to sender
becausethe personwas no longer living at the address. We
ensuredthat no personwas counted twice in arriving at this
total. A further 21 potential respondentswere overseasor
away from their home addressduring the survey. Twenty
people could not read English or had great difficulty
comprehendingit. Messageswere sent in by friends, relatives
and neighbours. There were obviously others in this category
who simply did not reply to the survey. A further 39 people
were unable to complete the questionnairedue to ill-health.
They were either in hospital or seriously ill at home and/or
disabled(for instance,blind or deaf). Messageswere usually
sent by friends, relatives or neighbours. Another 23 people
wrote in to say that they were unable to cope with the
questionnairebecauseof old age and general poor health.
(Papadakis,1990:6)

37

In constructinga usablesample,the non-contactcategorywas subtractedfrom the
total sample to give an effective target sample of 2943. Expressingthe actual
numberof responses(1814)asa proportionof theeffectivesample(2943)total gives
an overall responserateof 62 percent. Given the length (28 pages)andcomplexity
of the questionnaire,this may be judgeda quite respectablerate for a postalsurvey
of this kind (seede Vaus,1990: 101; Miller, 1977:73-83).

For presentpurposes,however,not all of the 1814 responsescould be usedin our
analysis,primarily becauseof missingdata for key items of interest. In particular,
questionsconcerningrespondents'incomesand living standardstended to have a
greaterfrequency of complete or partial non-responsethan other sectionsof the
questionnaire. The extentand consequencesof this incompletenesscan be judged
from what follows. Excluding respondentswho did not answerthose (income)
questionsof centralre1evanceto our studyfurther reducedthe effectivesamplefrom
1814to 1394. This samplewas reducedoncemore to excluderespondentsresiding
in multi-family households.The reasonfor this latterexclusionrelatesto theneedto
ensureconsistencyin coverageof our incomeand family compositionvariablesand
is explained further later. Excluding multi-family householdscauseda further
reductionin the sampleto 1094, this being the size of our final effective working
sample.

The Papadakis report referred to earlier incorporates several tests for the
representativenessof the samplemadeon the basisof comparisonswith datafrom
the1986CensusofPopulationandHousing. The readermay refer to that reportfor
detailsof the compositionof the full sampleby State,age,genderandmarital status.
It was found that there was no significant regionalbias in the sample,althoughthe
otherfactors mentioneddid give rise to somecausefor concern. Consequently,we
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begin checkingthe correspondencebetweenthe sampleand the populationwith an
investigationof their compositionin termsof age,genderandfamily type'?

It shouldbe noted that insteadof the Census,we choseto comparethe dataagainst
population estimatesfrom the 1988-89 Household Expenditure Survey (HES),
conductedby the Australian Bureau of Statistics. Such estimatesmight well be
argued to lack the authority of Censusresults. However, they do have certain
advantagesfor presentpurposes. Firstly, they offer a reasonablywell-groundedset
of populationfigures for a time period correspondingmore closely to that of our
survey. More importantly,muchof the analysisfor this Reportnecessarilyinvolves
closeexaminationof data on people'sincomes,an areacoveredin only the most
generalterms in the Censusbut in much more detail by the HES. Certainly, there
are limitations to the comparabilityof the two data sets, largely arising from the
different samplingmethodsand units of analysisemployed(individual electorsin
the case of our survey and householdsin the case of the HES). We would
neverthelessarguethat the comparisonis themostvalid possible,given the extentto
which appropriateofficial statisticsareavailable8

To begin with the demographics,Table 3.1 presentsa comparisonof the age and
gender breakdown of the sample with the equivalent for the adult population
estimatedfrom the HES. It can be seenthat both the young and the elderly are
under-representedin the sample. Personsagedunder25 are fewer than might be
expected,this beingespeciallypronouncedin the caseof the 18 to 20 yearold age
group, which in the survey comprises less than half of its proportion of the
populationaccordingto the HES. At the other end of the scale, there is also an
undersamplingof the population aged65 and over, the exceptionbeing the very
oldestagegroups(i.e. 85 yearsplus), wherethe numbersareprobably100 small for
much to be inferred from this anyway. The under-representationof the aged is
possiblyan effect of the researchmethodology. As mentionedabove,a numberof
non-respondentsgave old age or associatedpoor health as the reasonfor their
inability to completewhat was a lengthy and complex questionnaire. It is quite
conceivablethat the personalhouseholdinterview approachof an official body such
as the ABS would havea greaterdegreeof successin enumeratingthe agedthana
postalsurveysuchasthepresentone.

Turning to the genderbreakdownof the sample,there is an evident bias towards
females,both overall and within most age brackets. One possibleexplanationfor
this hasrecently beenprovidedby Papadakis(1991), who notesthat in addition to
the generalbias towards women, married women are also over-representedin the

7 The cross-checksreported below are basedon our final working sampleof 1094. Useof
�c�r�o�s�s�~�c�h�e�c�k�s basedupon the full effective sampleof 1394producesvery similar results to
those reported.

8 It shouldbenotedthat theHES datahadnot beenreleasedin time for Papadakisto usefor
his comparisons, even if he had wished to.
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Table3.1: Comparisonof theAge andGenderCompositionof theSamplewith Population
Estimatesfrom the 1988-89HouseholdExpenditureSurvey

TheSample

Females: Males: Persons:
(N) (%) (N) (%) (N) (%)

18-20years 2 0.2 3 0.3 5 0.5
21-24years 22 2.0 7 0.6 29 2.7
25-29years 82 7.6 42 3.9 124 11.4
30-34years 85 7.8 47 4.3 132 12.2
35-39years 84 7.8 71 6.6 155 14.3
40-44years 82 7.6 79 7.3 161 14.9
45-49years 50 4.6 45 4.2 95 8.8
50-54years 54 5.0 44 4.1 98 9.0
55-59years 33 3.0 44 4.1 77 7.1
60-64years 50 4.6 48 4.4 98 9.0
65-69years 23 2.1 23 2.1 46 4.2
70-74years 10 0.9 16 1.5 26 2.4
75-79years 12 l.l 12 l.l 24 2.2
80-84years 6 0.6 2 0.2 8 0.7
85 yearsor older 3 0.3 2 0.2 5 0.5

Total 598 55.2 485 44.8 1083 100.0

The Adult Population

Females: Males: Persons:
('000) (%) ('000) (%) ('000) (%)

18-20years 314.0 3.0 355.4 3.4 669.4 6.3
21-24years 444.7 4.2 400.6 3.8 845.3 8.0
25-29years 623.3 5.9 624.1 5.9 1247.5 11.8
30-34years 602.4 5.7 583.4 5.5 1185.8 11.2
35-39years 635.1 6.0 575.6 5.4 1210.7 11.4 -
40-44years 516.3 4.9 617.6 5.8 1133.9 10.7
45-49years 404.9 3.8 394.7 3.7 799.6 7.5
50-54years 357.0 3.4 361.7 3.4 718.7 6.8
55-59years 315.4 3.0 304.8 2.9 620.2 5.9
60-64years 381.7 3.6 324.7 3.1 706.3 6.7
65-69years 291.7 2.8 267.5 2.5 559.3 5.3
70-74years 240.7 2.3 194.6 1.8 435.4 4.1
75-79years 171.0 1.6 120.6 1.1 291.6 2.8 '
80-84years 66.5 0.6 58.1 0.5 124.6 1.2
85 yearsor older 31.9 0.3 20.3 0.2 52.3 0.5

Total 5396.6 50.9 5203.8 49.1 10600.4 100.0

Sources: SurveydataandHouseholdExpenditureSurvey,1988-89,unit recordfile.
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samplerelative to singlewomen. He thenpointsout thatsuchbiasesarenot evident
in similarly designedsurveysdealingwith a wide rangeof socialandpolitical topics.
However,the coverof thequestionnaireusedin this surveyindicatedthat it covered
attitudesto healthcare,educationand pensions,a featurewhich Papadakisusesto
explain the differential responserateson the groundsthat womenmore than men
identified with the themeof the study. This is a plausibleexplanation,althoughone
which mustremainessentiallyconjecturaluntil furtherevidenceis available.

Table3.2 looks at the representativenessof thesamplein termsof labourforce status
and(whereappropriate)currentoccupation. With respectto the former, the sample
is reasonablyrepresentative,the most noticeabledisparity lying in the proportion
currently in self-employment:6.3 per cent in the sampleas opposedto the HES
figure of 9.0 percent. The distributionby occupationalcategoriespresentsa rather
different picture, however. Utilising for the purposesof classification the eight
'major groups' of the Australian StandardClassificationof Occupations (ASCO)
yields a distributionof respondentsquite distinct from the correspondingHES-based
population estimates. With the exception of clerks, who comprise a similar
proportion of both sampleand population, the survey data show a marked skew
towardsmanagerial,professionaland otherwhite-collaroccupationsand away from
manualor blue-collar ones, including trades. Again, this is at least partly to be
expected.Traditionally, thosesegmentsof societywith lessformal education,along
with the old and thosewith limited languageskills havebeenless likely than their
more communicatively able counterparts to be willing survey participants, a
difficulty exacerbatedby the postal questionnairemethod (deVaus, 1990: 100).
Nevertheless,this particular bias should be borne in mind when summarising
respondents'appraisalsof standardsof living, as it is quite possiblethat people's
perceptionsof suchthings are influencedby their occupationalbackgroundand the
'culturalcapital'which goeswith it.

The investigationof poverty and inequality, particularly within the context of the
Australiansocial securitysystem,often dealsnot so much with individuals as with
families. In addition,a person'smaterialwelfare is generallya function not only of
their individual resourcesbut also the householdcircumstanceswithin which they
find themselves. Consequently,Table 3.3 comparessampleand HES data with
regard to the distribution of respondenthouseholdsby the numberof household
membersandalsoby family composition. The mostobviousproblemof the present
surveyon both countscan be seenin the disproportionatelylow numberof single
personhouseholdsin the sample. Thesecomprise overa fifth of householdsin the
population,yet only 9.7 per cent of thosein our surveydata. The reasonsfor this
under-representationare subjectto conjecture,yet it is possiblethat again age is a
relevantfactor. According to the HES,peopleaged65 or over makeup only about
14 percentof the adultpopulationandyet nearly38 percentof peopleliving alone.

The under-representationof single person units in the sample mirrors similar
featuresof othersurveysof this type. The most famousof theseis The Australian
SurveyofConsumerExpendituresand Financesconductedin two wavesby a team
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Table3.2: Comparisonof the LabourForceStatusandCurrentOccupationof theSample
with PopulationEstimatesfrom the 1988-89HouseholdExpenditureSurvey

CurrentLabourForceStatus

TheSample HES 1988-89
(Adult Persons)

LabourForceStatus N % '000 %

Full-timeWageor SalaryEarner 453 43.1 4477 42.2
Part-timeWageor SalaryEarner 132 12.5 1174 11.1
Self-employed 66 6.3 953 9.0
Unemployed 25 2.4 341 3.2
Not in the Labour Force 376 35.7 3656 34.5

Total 1052 100.0 10600 100.0

Occupation(CurrentlyEmployedOnly)

TheSample HES 1988-89
(Adult Persons)

OccupationalGroup N % '000 %

Managersand Administrators 109 17.1 762 11.5
Professionals 112 17.5 840 12.7
Para-professionals 68 10.6 440 6.7
Tradespersons 64 10.0 1050 15.9
Clerks 120 18.8 1207 18.3
SalespersonsandRelated 64 10.0 829 12.6
Plant and Machine Operators 47 7.4 550 8.3
LabourersandRelated 55 8.6 927 14.0

Total 639 100.0 6604 100.0

Sources: As for Table3.1.

of researchersat MacquarieandQueenslandUniversitiesduring the 1966.68period.
That surveyproducedthe first nationaldataon householdincomesand expenditures
in Australia,pre-datingthe surveysintroducedsubsequentlyby ABS. Datafrom the
MacquarieSurvey (as it becameknown) were used to provide the first analysisof
many aspectsof the socioeconomiccircumstancesof the Australian population,
including the distributionof income(Podder,1972;Podderand Kakwani, 1975),the
economiccircumstancesof the poor (Podder,1978) and the incidenceof taxation
(Bentley,Collins andDrane,1974).
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Table3.3: Comparisonof SizeandCompositionof Respondents'Houseboldswitb
PopulationEstimatesfrom the1988-89HouseholdExpenditureSurvey

Numberof
Persons

One
Two
Three
Four
Five
Six
Seven or more

Total

Typeof
Household

SinglePerson
ChildlessCouple
Couplewith Children
SoleParent

Total

HouseholdSize

TheSample HES 1988-89
(Households)

N % '000 %

106 9.7 1101 23.2
324 29.6 1371 28.9
196 17.9 738 15.6
281 25.7 935 19.7
139 12.7 438 9.2
40 3.7 134 2.8
8 0.8 21 0.5

1094 100.0 4738 100.0

HouseholdComposition

TheSample HES 1988-89
(Households)

N % '000 %

106 9.7 1101 23.2
295 27.0 1256 26.5
637 58.2 2134 45.0
56 5.1 247 5.2

1094 100.0 4738 100.0

Sources: SeeTable3.1.

Furtheranalysisof the Macquariedata revealed,however,that there was a serious
under-representationof singlepersonhouseholds.Ingles(1981),for example,shows
that suchhouseholdscomprisedonly 9 per centof the Macquariesample,compared
with 15 per cent of the populationaccordingto data from the 1975-76Household
Expenditure Survey (Ingles, 1981:20). Furthennore, because single person
householdstend to have low incomes and expenditure patterns unlike larger
households,this featureof the Macquariedata causedmany of the resultsderived
from the data to be distorted. This was noted by both Podder(1972) and Ingles
(1981) and was later echoed by Stark (1977) who argued that the
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under-representationof single personhouseholds(and larger households)in the
Macquariedata,in conjunctionwith severalsubstantialreportingerrors,causedthis
datasourceto beonewhich 'scoresvery low in termsof reliability' (Stark,1977:6).
The fact that this under-representationof singlepersonhouseholdshasoccurredin
samplesurveysbefore is not, of course,reasonto dismiss its implications for the
analysisandresultsderivedfrom our survey. Rather,it alertsus to theneedto better
addressthis issuein future surveys(if that is possible)andasyet anotherfactor to be
takennoteof whenassessingour results.

As the main concemof this study is with people'scashincomes,it is appropriateto
conclude this examination of the survey sample's representativenesswith an
overview of respondents'reported financial circumstances. In Table 3.4, the
magnitude, distribution and sourcesof the family incomes of the sample are
comparedwith equivalentdatatakenfrom the 1988-89HES, this comparisontaking
'family income'to meanthe combinedgrossincomeof the respondentandhis or her
spousein the caseof the surveyand the grossincomesof incomeunits in the caseof
HES.9

The table tells a fairly clear story. Firstly, althoughthereare a modestnumberof
very low incomes,the majority of the samplehavehigher grossincomesthan the
populationat large,as well as a somewhatmoreevendistributionof grossincome.
By way of illustration, for all but the lowest decile of the incomedistribution, the
samplemeanincomesare higher, while the secondto eighth decileseachenjoy a
largershareof total incomethanthe correspondingstrataof HES incomeunits. The
overall meanand median weekly incomesof our sampleare significantly greater
than those derived from the official survey.lO On the subject of income
composition,there is also a degreeof apparentunrepresentativenessin the survey.
Whencomparedwith thepopulation,surveyrespondentsreceiveagreaterproportion
of their income from wages and salaries and lower proportions from both
goverrunentpensionsand benefitsand self-employment. The former would be at
leastpartly explainedby the under-representationof the agedin the sample,and the
latter is no doubt at least partly explicableby the relative lack of self-employed
respondentsin our survey,asnotedearlier. .

It is evident, then, that the sample possessesa number of biases,some more
pronouncedthan others. Briefly, there is some distortion in favour of women,
white-collarwageandsalaryearners,the moreaffluent,peopleaged'in theprimeof
life' and those living with others rather than alone. Nevertheless,the foregoing
tablesreveala good degreeof representativenessin manyaspectsof the sample,and

9 'Income unit' is an ABS conceptrepresentinga theoretically basic socialunit of shared
incomeand expenditure. Income units can be manied couples(with or without dependent
children). soleparents or single persons.

10 To someextent, this is likely to reflect the sample'sunder-representation of single person
households.
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Table3.4: Comparisonof IncomeDatafrom theSurveywith the 1988-89Household
ExpenditureSurvey

Grossweekly income($)

1-99
100-199
200-299
300-399
400-499
500-599
600-699
700-799
800-899
900-999
1000plus
Mean income
Median income

Decile

Lowest
Second
Third
Fourth
Fifth
Sixth
Seventh
Eighth
Ninth
Highest
Gini Coefficient

IncomeSource

GrossFamily IncomeperWeek

TheSample HES 1988·89
(RespondentandSpouse) (IncomeUnits)

N % '000 %

14 1.3 258 3.7
78 7.1 1310 18.8

125 11.4 1112 15.9
105 9.6 880 12.6
115 10.5 784 11.2
124 11.3 598 8.6
118 10.8 476 6.8
102 9.3 371 5.3
78 7.1 296 4.2
63 5.8 260 3.7

172 15.7 642 9.0
650 493
584 391

Sharesof GrossFamily Incomeby Decile

TheSample HES 1988·89
(RespondentandSpouse) (IncomeUnits)

incomeshare mean incomeshare mean
(%) income (%) income

2.2 144 1.9 94
3.8 247 3.0 147
5.4 353 4.3 210
6.9 446 5.5 272
8.4 545 7.1 352
9.8 635 8.7 431

11.2 727 10.8 531
13.1 850 13.4 662
15.7 1023 17.3 853
23.5 1531 28.0 1381

0.33 0.41

Compositionof GrossFamily Income

TheSample HES 1988·89
(RespondentandSpouse) (IncomeUnits)

% %

WagesandSalary
Own Business
Property
Superannuation
Government Benefits
Other

Sources: SeeTable3.1.

80.1
6.4
4.9
1.8
5.7
1.3

72.0
9.7
6.2
1.3
9.8
1.0
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where differencesexist they tendto be in areaswhereothers (including the ABS
itself) havehaddifficulty ensuringa completelyunbiasedsample. Overall,we must
admit to regardingthe representativenessof our sampleas more of a reasonfor
satisfactionthandissatisfactionwith thequality of ourdata.

The real issuehoweveris whetheror not the samplebiaseswe havenotedconstitute
a seriousproblem,and what, if anything,shouldbe doneaboutit. Elim Papadakis
dealtwith age,genderand marital statusbiasesvia the creationof a setof post-hoc
weights basedupon small areadata from the Census(Papadakis,1990: 6). We
decidednot to pursuesucha strateg1J'however,for reasonsrelatedto the difference
in intent betweenthe two projects. 1 The tabulationof public opinion items on a
representativebasisis less a concernof the presentstudy than the investigationof
certain statistical relationships among aspectsof people'seconomic and social
circumstancesand their evaluationof incomesand living standards.Consequently,
provided there is at leasta reasonablerepresentationof different social groups,a
slightly skewedsampleis less of a problem than it might seem. What this does
imply, however,is the needfor careful applicationof quantitativetechniques. For
example,simply taking the meanresponseto a questionevaluatingincomelevels is
likely to be evenmoremisleadingthanusual. This in turn raisesthe final issuefor
this section, namely the questionsemployed to evaluate income levels and to
constructourconsensualpovertylines.

3.2 The Minimum Income Question

The survey questionnaireincluded a number of questionscovering respondents'
perceptionsof incomeadequacyand incomepoverty for themselvesand peoplein
similar circumstances,as well as a seriesof questionsrelating to the occurrenceof
materialdeprivationexperiencedby respondents.In order that thesekey questions
might producethe most consideredresponse,they appearedin the questionnaire
immediatelyfollowing a seriesof questionsrequestingdetailsof the actualincomes
of respondents.

The most important question for present purposeswas the Minimum Income
Question(MIQ), describedin generalterrnS in Section2. In choosingthe precise
wording of this question,we followed as closely as possiblethe wording usedby
other researchers.This was partly to incorporatethe experiencethat othershave
gained in relation to the MIQ wording issue,but also in order that our resultsfor
Australia can be more readily comparedwith thosefor othercountries. With these
considerationsin mind, the Minimum IncomeQuestionwasposedin the following
form:

11 An illustrative discussionof the impact of weighting the sampleon our results is provided in
Section4.3.
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In your opinion. what would be the very lowest net weekly
income (that is. incomeafter tax but before paymentof any
bills) that your householdwouldhaveto haveto just makeends
meet?

Answersto this question constitutethe main criterionvariablefor the analysesin the
following section. We investigate the correlates and predictors of people's
assessmentsof how muchtheyneedto 'makeendsmeet',and in theprocessderive a
consensualpoverty line, againstwhich the adequacyof existing incomesmay be
assessed. Some basic informationrelating to the MIQ responsesis, however,
warrantedat this stage.

Table 3.5 summarisesthe responsesto the survey Minimum Income Questionfor
our working sample,while Figure 3.1 shows the distribution of responses,both
beforeand after excludingthe zero responses.In deriving the first two coluI1U1sof
Table 3.5, it shouldbe emphasisedthat unfortunatelya zero responsewas assigned
at the time of initial dataanalysisto all who eitheransweredzero to the MIQ or did
not answerthe questionat all (thesewere responsescodedasblanksin the dataset,
which might indicateeither). Becauseof our inability to distinguishthesetwo forms
of response,we excluded all such responsesfor the purposesof this and all
subsequentanalysis. This left the distributionof responsesto the MIQ shownin the
final columnof Table3.5 andas illustratedin the lower paneof Figure3.1. Around
threequarters(74.8 percent)of responsesfell within the rangefrom $200to $499 a
week. Responsesthat fell outsidethis rangewere retained,except in the specific
instancesdescribed in detail later. After excluding zero responses,the mean
responseto the MIQ was $350.50a week and the median response$300 a week.
Not surprisingly, given the nature of the MIQ, many respondentsrounded their
answerto the nearest$50 a week. This is illustrated by the fact that the median
responseshown in Table 3.5 remainedat $300 even after the 93 zero caseswere
excludedfrom the sample.

The tendencyfor responsesto the MIQ to be roundedto $50or so wasalsoapparent
in the US Gallup Poll data analysedby Rainwater (1990). Given the inherent
complexity of the MIQ itself, such a tendencyis to be expectedand doesnot, of
itself, give any causefor concern. It doesimply, however,asRainwaternotes,that
the arithmetic mean is a preferablemeasureof central tendencythan the median,
becausethe latter will tend to 'ratchet up' suddenlyas the responsesthemselves
ratchetup to ahigherlevel.

Although thereis, asnoted,a fair degreeof bunchingof MIQ responsesindicatedin
Figure3.1, thereis alsosomevariability, particularlyas indicatedin the skewnessof
the responsesin the upperincomelevels. Table 3.5 implies, for example,that, after
excluding zero responsesor non-responses,around 17 per cent of respondents
provideda MIQ responsewhich exceededthe samplemeanby at least50 per cent.
This variability in MIQ responsesis of more than just statisticalinterest. Because
suchvariability exists,thevery descriptionof the methodwe areusing in termsof a
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Table3.5: TheDistributionof Responsesto theMinimum IncomeQuestion(MIQ)

47

Including Zero Responses:
MIQ Response
($ a week) Number Percentage

o(a) 93 7.8
1 - 99 5 0.4

100-199 83 7.0
200- 299 265 22.3
300- 399 361 30.4
400-499 192 16.2
500- 599 114 9.6
600- 699 40 3.4
700-799 10 0.8
800- 899 8 0.7
900- 999 2 0.2
1000andover 14 1.2

Total lIS7 100.0

Mean Response $323.10
Median Response $300.00

ExcludingZeroResponses:

0.5
7.6

24.2
33.0
17.6
10.4
3.7
0.9
0.7
0.2
1.3

100.0

$350.50
$300.00

Note: a) Zero includes missing values.

'consensual'approachis brought into question. Certainly, the use of the tenn
'consensual'seemsat odds withthe variability displayedin Table3.5 andFigure3.1.
Instead,what the survey data seemto indicate is that, far from any consensuson
'makingendsmeet'minimum incomelevels,a significantproportiondisagreequite
markedly with the majority. It is mainly for this reason that we regard the
descriptionof this methodas the 'consensualapproachto poverty measurement'to
besomethingof a misnomer.

It is, of course,true that someof the variation in the data will disappearas other
characteristicsof the respondentsareallowedfor in the analysis. But, assubsequent
analyseswill reveal, the degreeof variation always remainssubstantial,evenafter
allowancefor suchfactorsas the respondent'sfamily type, age,incomelevel, andso
on. Despite our misgivings, we have continued to describe our method as
consensual,mainly to allow our work to be located in the mainstreampoverty
literature,aswell as to avoid unnecessaryconfusion. We do, however,wish to urge
thosewho continueto adoptthis methodto comeup with anamewhich is lesseasily
misunderstood.We seemuch merit in the useof the tenn 'attitudinalapproach'to
describethe method,becausethis more clearly indicatesthat it is the attitudesof
respondentswhich are ultimately decisive, whether or not they reflect any
underlying consensus. We also favour giving emphasisto the importance of
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Figure3.1: The Distribution of Responsesto theMinimum IncomeQuestion($ perweek)
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perceptions heldin the community generallyon issuesrelating to poverty, income
adequacyandliving standards- hencethe title of this Report.12

Finally, as an aid to further appreciatingthe MIQ responses,Figure 3.2 showsa
scatterplotof the relationshipbetweenthe MIQ responseand the respondent'sactual
averageweekly net incomeover the twelve monthsprior to the survey.13 As will
becomeapparentlater, the relationshipshownin Figure 3.2 forms a centralpart of
our analysis. However, all that is important to highlight at this stage aresome
generalfeaturesof the responsesshown. First, the point noted earlier about the
tendencyfor respondentsto round their MIQ responsesis clearlyevident. A similar
tendency is not apparentin the data on actual net income as this variable is
constructedfrom severaldifferent responsesand involves the use of a simple tax
imputationprocedure,asdescribedin AppendixOne.

The secondnotablefeatureof Figure 3.2 is that thereis a clearpositiverelationship
betweenactual incomeand the MIQ response. This aspectwill be developedand
explored in greaterdetail later. Finally, it is also clear that although there is a
tendencyfor the two incomevariablesto bepositively related,it is apparentthat this
associationis by no meansa perfectone. Thereis considerablevariationin the MIQ
responsesremainingeven after the associationwith actual income is allowed for.
Considerationof the variousfactorsassociatedwith thepatternof MIQ responsesis
an importantelementof the analysisdescribedin subsequentsections.

12 Becausethe survey questionsdo not refer explicitly to the issueof poverty, we cannot refer
to our resuhsas having relevanceto specific perceptionsof poverty, asopposedto more
general perceptionsrelating to other aspectsof income adequacyand living standards.

13 Themethodsusedto estimatenetweekly incomearedescribedin AppendixOne. It should
be noted that Figure 3.2excludesa singleoutlying observation in order to optimiseon the
scalesselectedfor presentation.
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Figure3.2: TheRelationshipbetweenActual IncomeandResponseto the Mimimum Income
Question($ perweek)
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4 The ConsensualPoverty Line
Approach: Results

4.1 The Relationship Betweenthe MIQ Response,Actual
Income and Family Size

The first step in our analysis is to use our survey data to estimate the basic
relationshipbetweenthe MIQ responseand actual incomeshownin equation(2.1)
and illustratedin Figure2.2. The main characteristicsof the surveyand our survey
datahavebeendescribedin generalterms in Section3, while our key conceptsof
income and the unit of analysisare explained in greaterdetail in Appendix One.
Here we report our consensualpoverty line resultsusing the estimatedrelationship
betweenthe MIQ response(Y*), the actual incomelevel of the respondentand their
spouse (Y) and a variable which, for the moment, measuresthe size of the
respondent'sfamily (FS).

For the reasonsexplainedin AppendixOne,our analysisis restrictedto singlefamily
householdsonly. This left us with a potentialsampleof 1414,althoughoureffective
working sampleof 1094 is less than this becausenot all respondentsto the survey
completedall of the specific questionsusedin the analysis. Our initial aim was to
test for a limited numberof alternativefunctional forms of the basic relationship
betweeny* andY, andto investigatehow particularfamily sizeandfamily structure
variables enter into this relationship. Restricting ourselves to the kinds of
possibilitiesuncoveredby otherresearchersin the area,we focusedon eightmodels,
organisedinto threegroups·which vary accordingto the rangeof variablesincluded.
Within each of the three groups, specific models vary only according to the
functional form of the assumedrelationship. Oureightbasicmodelswere:

y* = aa+al Y
log y* = aa+ al log Y

y* = aa+ at Y + a2 FS

log y* = aa+ al log Y + a2 FS

log y* = ao+ al log Y + a2logFS

y* = ao+aj Y + a2 ADTS + a3 CHDN

log y* = ao+ aj log Y + a2ADTS + a3 CHDN

log y* = ao+ aj log Y + a210gADTS + a3logCHDN

(4.1)

(4.2)

(4.3)

(4.4)

(4.5)

(4.6)

(4.7)

(4.8)
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where:14
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y* =response(in dollarsperweek)to the Minimum IncomeQuestion(MIQ);

Y = actualcombinedweeklynet incomeof the respondentandspouse;

FS = total numberof family members(singlefamily householdsonly);

ADTS = numberof adultfamily members;and

CHDN = numberof children.

Equation numbers(4.2), (4.4), (4.5),(4.7) and (4.8) incorporatethe logarithm of
someor all of thesevariables,althoughit shouldbe notedthat equation(4.8) could
only beestimatedfor thosefamilies with children(i.e. whereCHDN>O), becausethe
logarithmof CHDN is not definedwhenCHDN = O.

Thesebasic equationshave beenspecified in order to test certain propositionson
which later analysiswill build. Thus,comparisonsto detenninewhethera linear or
log-linear fonnulation is more appropriate can be undertakenon the basis of
comparisonsof the estimatesof equations(4.1) and (4.2), (4.3) and (4.4) , or (4.6)
and(4.7). Comparisonsof (4.4) with (4.5) and(4.7) with (4.8) indicatewhetherthe
family size variable enters the model in a linear or logarithmic fonn. Finally,
comparisonsof (4.3) with (4.6), (4.4) with (4.7) and (4.5) with (4.8) will reveal
whethertotal family size is the appropriatevariable,or whetherbetter results are
producedwhen the numbersof adultsand children areenteredseparately.This last
issueis of considerablesignificance,as it obviouslybearson the importantquestion
of whetheror not respondents'answersto the MIQ imply that the needsof adults
differ from the needsof children.

The specific null hypotheseswhich we wish to test oncetheseequationshavebeen
estimated,alongwith the implicationof each,aredescribedbelow:

HypothesisI: Ho: uI = 0 vs. HI: uI > O. Rejectionof HO in favour of HI
indicates a positive relationship between y* and Y, i.e. that the income level
requiredto 'makeendsmeet'variespositively with actualincome.

Hypothesis1/: HO: u2 = 0 vs. HI: u2> O. Rejectionof HO in favour of HI
indicatesthat the income level requiredto 'makeendsmeet' variespositively with
family size.

HypothesisIll: HO: u2 = u3 vs. HI: u2 '" u3 in equations(4.6) and (4.7).
Rejectionof HO will indicate that the needsof adultsandchildrendiffer, at leastas
theyaffect the incomerequiredto 'makeendsmeet'.

14 For more infonnation on how thesevariables are derived, seeAppendix One.
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It shouldbe noted that if HO in Hypothesis1Il cannotbe rejected,then equations
(4.6) and (4.7) reduceto equations(4.3) and (4.4), respectively. Furthermoreif Ho
in Hypothesis 11 cannot be rejected, then equations(4.3) and (4.4) reduce to
equations (4.1) and (4.2), respectively. Our series of basic equations is thus
designedto permit thesesimple hypothesesto be testedand is hierarchical,in the
sensethatnon-rejectionof a null hypothesisleadsto the preferenceof the preceding
equation(s).

The estimatesof equations(4.1) to (4.8) are shown in Table 4.1. (The equivalent
resultsbasedon an expandedsamplewhich includesmultiple-family householdsare
presentedin Appendix Two.) The results in Table 4.1 all indicate a positive and
significantcoefficienton the incomevariable. HypothesisI is thus clearly rejected.
Furthermore,the size of the coefficienton incomeshowsremarkablestability across
the different formulationsshownin Table4.1, despitethe different functional forms
employed. This is important,as the relationshipbetweeny* andY is clearly central
to the whole consensualline approach. Table 4.1 also clearly implies rejectionof
Hypothesis11, the family size variable (FS) being highly significant in equations
(4.3), (4.4) and (4.5). On the basisof these three equations,the choice between
alternative functional forms is difficult. The linear model (4.3) performs best
overall, at leastas assessedusing the adjustedR2, althoughthe family size variable
performs better when enteredinto either of the two logarithmic models, (4.4) or
(4.5). When the numbersof adults and children are enteredseparately,there is a
clearindication that equation(4.7) performsbestoverall. All independentvariables
arestatisticallysignificantin this equation,unlike in equations(4.6) and(4.8) where
thefamily variablesdo not performwell.

Our preferredmodel is thus that shownin equation(4.7), althoughit remainsto test
Hypotheses1Il, Le. to test statistically whetheror not the coefficientson variables
ADTS and CHDN are equal. The null hypothesisto be tested involves a linear
restrictionon the coefficientsu2 andu3 in equation(4.7) which, if the restrictionis
satisfied,reducesto equation(4.4). The restrictioncanbe readily testedusingan F
test, as explained,fo': example,in Huang(1970: 119-21). Application of this test
producedan estimatedF-statisticequalto 2.28. This is lessthanthe critical F-value',
which is equal to 3.84. On strictly statistical grounds therefore,Hypothesis1Il
cannotbe rejected,in which casewe can'imposethe restrictionu2 = u3 in equation
(4.7), which then reducesto equation (4.4), (becauseFS = ADTS + CHDN by
definition). However, we decidednot to follow the dictatesof purely statistical
reasoninghere, but to continue to use equation (4.7) rather than equation(4.4).
Although we have attemptedthroughoutto be rigourous in our use of statistical
methodology,we view these statistical techniquesas an aid to, rather than the
ultimatedeterminantof, our final conclusions.

The main reasonfor this is the greaterinterestfor, and relevanceto, recentpolicy
discussionsof the resultsderivedfrom equation(4.7). Theserelate to the fact that
much discussionhas taken place recently in Australia about the needsof children
and child poverty. By continuing to useequation(4.7), we are able to distinguish
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Table4.1: Estimatesof BasicConsensualPovertyLine Modelsfor SingleFamilyHousebolds

IndependentVariables<b)

Family Number of Number of
Equation Dependent Income Size Adults Children Sample
Number(a) Variable Intercept (Y) (FS) (ADTS) (CHDN) Size j{' F

(4.1) Y' 191.74"" 0.32** 1094 0.267 399.0
(21.3) (20.0)

(4.2) log Y· 3.77u 0.33** 1094 0.243 351.2
(35.3) (18.7)

(4.3) Y' 156.98** 0.30·* 13.23·· 1094 0.278 211.4
(12.89) (18.81) (4.21)

(4.4) log Y· 3.79** a.30*'" 0.04·· 1094 0.261 194.1
(35.87) (16.81) (5.31)

(4.5) logY'" 3.84"'* 0.30""" 0.14" 1094 0.264 197.2
(36.20) (16.14) (5.73)

(4.6) Y' 160.72*'" 0,30" 10.73 13.53*'" 1094 0.277 140.8
(7.15) (18.02) (0.83) (3.88)

(4.7) log Y· 3.76·· 0.29"'* 0.10·· 0.04·· 1094 0.262 130.3
(35.06) (15.30) (2.74) (4.23)

(4.8)(') log Y· 4.03·· 0.28""" 0.11 0.03 693 0.164 46.4
(25.38) (10.07) (1.39) (1.15)

Notes: .) The actual equationsare shown in the main text.
b) T-slatisticsare shown in brackets:U (*) indicatesslaListical significanceof the coefficientson the

indelXlndent variables at the onc (five) JXlr ccnllevel.
c) Equation (4.8) is estimated for families with children only.

betweenthe needsof children and adults, rather thanequatethem as is implied by
equation(4.4). We were further convincedto pursuethis path by the fact that the
relative size of the coefficients <X2 and <X3 in equation (4.7) lends a certain
plausibility to them (an issue which will be explored in more detail later). What
needsto be kept firmly in mind, however, is the fact that our failure to reject
HypothesisIII meansthat subsequentresultsbasedon equation(4.7) have a fairly
substantialstandarderrorattachedto them. For this reason,we will thereforederive
consensual povertylines in the following section basedboth upon our preferred
equation(4.7) in Table 4.1 and on equation(4.4) which, on statisticalgroundsat
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least, cannot be rejected in favour of equation (4.7). The limitations of using
equation(4.4) will shortly becomeapparent.

Before proceeding,an alternativeapproachto the relationshipbetweenfamily size
andcompositionandthe MIQ responsewasinvestigated.This involvedspecifyinga
seriesof zero-onedummy variables,one for eachfamily type, and then including
eachof theseinto the model containingthe two incomevariables. This is a more
flexible formulation than that used sofar, as it allows, for example,for the influence
of additionalchildrenon family needsto vary with the numberof childrenin a more
complexway than is permittedby our earlierequations. To test this possibility, we
definedthe following family type dummyvariables:IS

FI = oneadult,no children

F2 = two adults,no children

F3 = two adults,onechild

F4 = two adults,two children

FS= two adults,threechildren

F6 = two adults,four children

F7 = soleparent,onechild

FS = soleparent,two children

F9 = soleparent,threechildren

Each dummy variable assumesa value equal to one for that family type and zero
otherwise. Ourestimatingequationthentook the following form:16

10gY* = llo+ ullogY + U2F2 + U3F3+ U4F4 + usFS+ U6F6 + U7F7 + uSFS+U9F9

(4.9)

Equation (4.9) can then be used directly to derive the basic relationshipfor each
family type. Thus,for example,for family type I, FI = I, while F2 = F3 = F4 = Fs =
F6 = F7 = Fs= F9 = 0, in which casewe �h�~�v�e from (4.9):

log y* = an + ullogY (4.10)

from which the consensualpoverty line for family type FI can be calculatedby
settingy* = Y(=Yp) and then solving for Yp. Similarly for family type F2, F2 = 1
while FI = F3 = F4 = Fs = F6 = F7 = Fs= F9 = 0, which meansfrom (4.9) that:

log y* = (an + u2) + ullogY (4.11)
--------

IS Coupleswith morethanfour childrenandsoleparentswith morethanthreechildrenwere
excludedbecauseof the very small numbers of casesinvolved.

16 Note thatfamily typeF] is usedhereas thebenchmark.
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from which the consensualpovertyline for family type F2 canbecalculated,and so
on.

Ourestimationof equation(4.9) producedthefollowing result:!7

log Y = 3.84** + 0.29**logY + 0.10*F2 + 0.18**F3 +
(35.00) (15.10) (2.40) (3.80)

0.31**F 6 + 0.16*F7+ 0.08FS+ 0.19F9
(4.43) (2.01) (0.82) (1.41)

(Samplesize= 1085; jF = 0.263;F = 43.9)

0.22**F4 +O.l9**FS +
(4.95) (3.72)

(4.12)

Theseresultshaveseveralappealingfeatures. First, the very stableand statistically
significant relationshipbetweeny* and Y which was revealedin Table4.1 remains
unaltered. Second, most of the family type dummy variables are statistically
significant, particularly those which relate to couples. Third, the pattern of
coefficientson the family type dummyvariablesis as one would expect,at leastfor
couples; the estimatedcoefficients increasesteadily as the number of children
increases,apartfrom the peculiarresult for coupleswith three children, where the
estimatedcoefficient on FS is lower than that on F4, implying that costsdecrease
with the addition of the third child. The fact that the coefficientson successive
(couple) family size variables increaseat a declining rate indicatesthat there are
economiesof scalein family size,or that overall costsper personfall asfamily size
increases.

Themostdisappointingaspectsof the resultsare,however,thosewhich apply to sole
parentfamilies (Le. dummy variablesF7, FS and F9). While the first of theseis
significant,variablesFsand F9 are not, and their associatedcoefficientsexhibit no
coherentpattern. Theselatter resultsno doubt in part reflect the small numbersof
sole parent families in our sample and the variety in their circumstances.IS
Although disappointing, this feature of these results is one which has been
commonly encounteredin previous researchon family needs. Although of great
policy interest, the relatively small incidence of sole parent families in the
populationas a whole meansthat it is very difficult to obtainsamplesof soleparent
families of sufficient size to producestatistically robust resultsin randomsamples
drawnfrom thepopulationasawhole without makingthe sizeof the sampleso large
asto beprohibitively expensive.

This tendencyto implicitly downplay results for sole parentsis also evidentin the
empirical researchinto equivalencescales,whereestimatesfor sole parentfamilies

17 As in Table 4.1, t-statistics are shown in brackets. For other information, seethe Notesto
Table4.1.

!S Our total working samplecontainsonly 29, 17 andSfamilies in family typesF7, FSandF9,
respectively.
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are noticeablemainly by their absence. In his sUlvey of the equivalencescale
literature Whiteford (I985) found that of the sixty scaleshe reviewedonly nine
includedscalesfor sole parentsand in four of thesenine, no accountwas takenof
householdcomposition,only of householdsize. In a more recentstudy Whiteford
(1991) again points to this 'gap in the equivalencescaleliterature',one reasonfor
which reflects the fact that when much of the researchwas undertaken,•... the
numberof sole parentsin the population (and in social surveys) was fewer and
reliable estimates(were) more difficult to make' (Whiteford, 1991: 66). The
importanceof deriving more reliable estimatesof how the needsof sole parent
families vary with their circumstanceshasgrown in recentyearsand this is an issue
to which further attentionshouldbedirectedin future researchon povertyandneed.

Finally, we explored one further variation on equation (4.9). As it stands the
equationassumesthat the relationshipbetweenY' and Y, as reflectedin the slope
coefficienton the variablelog Y, is independentof family type. In orderto explore
the validity of this assumption,we definedthe following seriesof slopecoefficient
dummyvariables(SO)for eachfamily type:

SO;=F;logY (i = 2,3,....9) (4.13)

whereSDi = log Y for family type i and SDi = 0 otherwise. We then estimateda
regressionmodel which included log Y, the eight family type dummy variables
definedin (4.9) and the eight slopecoefficient dummy variablesdefined in (4.13),
i.e.

j=9 j=9

log Y' = ao+allogY + L aiFi + L Pj.SOj
;=2 j=2

(4.14)

This equationimplies,to takefamily typeF2 asan example,that for this family type
we havethe following relationship:

10gY' = (ao+ (2) + (a1 + P2)logY

Similarly, for family type F3 we would have:

fogY' = (aO+ (3) + (a1 + P3)logY

(4.15)

(4.16)

andsoon. Notehow both the interceptandthe slopecoefficientnow vary according
to family type.

The resultsfrom our estimationof equation(4.14) werenot encouraging.Only two
of the eight slopecoefficient dummy variableswere statisticallysignificant (at the
five per cent level), while a numberof the family type coefficientswere adversely
affected, as was the basic slope coefficient al (although it remained highly
significant). We thus concludedthat there was nothing to sustainthe formulation
(4.14) asbeingpreferableto (4.9) and thus dispensedwith further analysisbasedon
the slopecoefficientdummyvariablesapproach.
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We were still left with decidingwhetherthe fonnulationin (4.9) is preferableto the
simplermodelshownin equation(4.7) of Table4.1. The choicebetweenthe two is
by no meansstraightforward. Both have almost identical explanatorypower and,
with the exceptionof the sole parent family type dummy variablesin (4.9), each
model results in statistically robust coefficient estimates. It is tempting to reject
(4.9) becauseof the unsatisfactory results produced for sole parent families.
However,this featureof the resultsis concealedratherthancorrectedby the results
in Table4.1, simply becausethe estimatesfor soleparentfamilies arenot subjectto
separatestatistical testing. We have thereforedecidedto proceedfor the moment
with both sets of results, in order to check for the sensitivity of our consensual
poverty lines to the fonnulation of the underlying statisticalmodel, and to alert
readersto the statisticalconcernsthat ariseoverour resultsfor soleparentfamilies.
Before proceedingto use our estimatedequationsto derive a set of consensual
poverty lines, however,we consideredthe role of agein influencingthe responseto
the minimum incomequestion.

4.2 Age Effects

Thus far we have investigated the impact of family size and composilIon on
responsesto the MIQ. We turn now to an investigationof the role (if any) of age.
Much of the equivalencescaleliteratureindicatesthat both the existenceand ageof
family membersaffect family needsandhencepovertylines (Whiteford, 1985). The
impactof the ageof childrenon needshasbeenapparentin muchof theequivalence
scaleliterature(Whiteford, 1985,Table 5.4: 111) andhasbeenofficially recognised
in Australia in recentyearsby the paymentof different rates of family allowance
supplementaccordingto the age of the qualifying child. In addition, the detailed
equivalencescalesunderlying the HPL (and many otherscales)show the needsof
adults to vary with their age,althoughthis featurehas not beenincorporatedinto
socialsecuritypaymentrelativities. Theexistenceof this evidencethussuggeststhat
an investigationinto the role of agein our researchis alsoworth pursuing.

Unfortunately, we were severely limited in this exerciseby the amountof detail
availableto us on the agesof family members. The only infonnation we actually
had relatesto the ageof the respondentsthemselvesandwe werethereforerestricted
to experimentingwith this variable. We were, however,able to explore several
different fonnulationsof the model which provided someoffset to the lack of age
data. Given that our analysisso far hasrevealedequation(4.7) to be the preferred
fonnulationof our basicmodel,we exploredthe role of ageby including alternative
agevariablesinto this equation. We tried the following different fonnulationsfor
theagevariable:

(i)

(ii)

AGE

AGE and(AGE)2

(Age of respondent,in years)

(A non-linearfonnulation)
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(iii) PENSAGE

(iv) 144-AGEI

(A zero-onedununyvariable,equalto oneif the
respondentwasat agepensionageor older,and
zerootherwise)19

(Theabsolutedifferencebetween44 andthe age
of therespondent)

The first formulation is straightforwardand requiresno explanation. The second
formulation includes the quadratic term ( (AGE)2) to allow for a non-linear
relationshipbetweenthe MIQ responseandage,specificallyonein which the effects
of agemay increaseinitially and then decline. Formulationthreedistinguishesage
solely according to whetheror not the respondentis above or below the age of
eligibility for the age pension. We felt that a less exact formulation of the age
variablewaspossiblymoreappropriatethan the two previousones,in bothof which
needsareassumedto vary continuouslywith age. Formulationfour was inspiredby
the recentstudyby Rainwater(1990) in which he arguedthat the relationshipwith
age looked more like an inverted triangle - rising linearly to a peak and then
declining linearly - than would be capturedby the secondquadraticformulation. In
the US dataanalysedby Rainwater,thepeakoccurredat an ageof 43 years. Rather
than choosea similar peakfor Australia, we insteadestimateda model using the
quadraticformulation shownin (ii) and thencalculatedfrom that the point at which
the implied peakoccurred. The answerwas,amazingly44 years,almostidenticalto
the patterndiscoveredin the US databy Rainwater. Formulationfour thus utilises
theabsolutevalueof the differencebetween44 andthe respondent'sage,to allow for
aneffect which initially increaseswith ageandthendeclinesoncethepeakageof 44
is passed.

Our resultsincludingeachof the four ageformulationsinto the basicequation(4.7)
areshownin Table4.2. The linear formulation (i) is seento be unsatisfactory,with
the coefficient on the variable AGE not statistically significant. However, in all
three other formulations, the age variablesare significant and do not reduce the
significanceof the other variables in the model, the main effects being a slight
decline in the size of the coefficientson the Income(Y) and Numberof Children
(CHDN) variables.20 Choosingbetweenthesethreeformulationsis not easy. All
three have very similar statisticalproperties,both in terms of the significanceof

19 The ageof eligibility for theagepensionin Australiais 60 yearsfor females,and65 years
for males.

20 Differentiatingthequadraticformulation (iil in orderto derivetheageat which thepeak
effectoccursproduces:

Illog Y'
0.017- 0.000376AGE

Illog AGE

Settingthis equalto zeroandsolving for AGE givesAGE =0.017/0.000376=44.1 (after
allowing for roundingof thecoefficientestimates).This explainsformulation (iv) of theage
variable describedearlier.



60 PERCEPTIONSOF POVERTYAND INCOMEADEQUACY

Table4.2: Inclusionof AlternativeAge EffectsInto theBasicModel(a)

(DependentVariable:Log Y*)

Equation Income Number Number of
Number Intercept (logY) of Adults Children AGE (AGE)' PENSAGE 144-AGEI N il' F

(ADTS) (CHDN)

(i) 3.88"" 0.28"'* 0.10·· 0.03.... ·0.001 1084 .262 97.4
(29.2) (13.9) (2.9) (3.5) (1.5)

(ii) 3.58.... 0.27" 0.1O*'" 0.02""" 0.017"'* �~�O�.�O�O�O�2�" 1084 .271 81.6
(23.4) (13.3) (2.7) (2.3) (3.4) (3.7)

(Hi) 3.91"" 0.27"'* D,lO*'" 0.03** -0.124** 1084 .269 100.7
(33.6) (13.6) (2.9) (2.8) (3.4)

(iv) 3.99** 0.27** D.IO*'" 0.02'" -0.006·· 1084 .271 102.0
(32.6) (13.5) (2.9) (1.9) (4.0)

Notes: a) SeeNotesto Table 4.1.

individual coefficientsand theperformanceof the equationasa whole. On balance,
however,we prefer the lesspreciseformulation (iii), partly becausewe do not think
it reasonableto have too much confidencein our equationswhich imply that needs
vary continuously with age, and partly becausethe data on age refer to the
respondentonly, with no informationavailableon the agesof otherfamily members.

Formulation(iii) is also somewhatof an improvementover our preferredequation
(4.7) in Table4.1. It is interestingto note that the resultsin Table4.2 showthat, in
statistical terms, the effect of the age variable PENSAGE is strongerand more
importantthan that of eitherof the family compositionvariablesADTS andCHDN.
This itself is sufficient reasonto continuewith a formulation similar to that in Table
4.2in which theagevariableappearsexplicitly..

Acceptanceof the role of the age variable in the model led us to re-considerthe
dummyvariableapproachdiscussedpreviouslyin the contextof the simplermodels.
In this case,we definedelevendummyvariables,distinguishingfor singleadultsand
childlesscouplesbetweenwhetheror not the respondentwas aboveor below age
pensionage.21 The dummyvariablesweredefinedas follows:22

21 There are a relatively small number of families in the samplewhere the respondentwas
abovepension age but where there were dependentchildren also. Thesefamilies were
excludedfor this partof theanalysis.

22 Note that the (age)statusof the family is definedaccordingto the ageof the respondent.
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F I = Singleagedadult
F2 = Singlenon-agedadult

F3 = Aged couple
F4 = Non-agedcouple

FS = Non-agedcouple,onechild
F6 = Non-agedcouple,two children
F7 = Non-agedcouple,threechildren

Fg = Non-agedcouple,four children
F9 = Non-agedsoleparent,onechild

FIO = Non-agedsoleparent,two children
FII = Non-agedsoleparent,threechildren

Again, eachdummy variableassumesa valueequalto onefor that family type and
zero otherwise. Using in this casean agedsingle personfamily as the benchmark,
ourestimatedequationwasasfol1ows:

10gY* = 3.80** + 0.28**logY + 0.17**F2+ 0.14**F3 + 0.26**F4+
(31.1) (13.5) (2.2) (2.0) (3.8)

0.30**FS+ 0.34**F6+ 0.31**F7+ 0.43**Fg + 0.31**F9+
(4.3) (5.1) (4.3) (5.0) (3.0)

0.18FIO + 0.30*Fl1
(1.6) (2.1)

(N = 1049; R2 = 0.267; F.= 35.7)

(4.17)

As was the caseearlier, the results in equation(4.17) are quite satisfactory- again
with the exceptionof thepeculiarresultfor coupleswith threechildren(variableF7)
- both in termsof the statisticalsignificanceof individual coefficientsandthe overal1
performanceof the equation. The othermain exceptionagainoccursin the caseof
sole parentfamilies, where the small samplesizesdo not allow statistically robust
resultsto beproduced.23 With this caveat,we will usethe resultsshownin equation
(4.17) to derive consensualpoverty lines for each family type using the method
describedearlier. It is to the consensualpoverty lines implied by our resultsthat we
nowtum.

23 Further experimentation with a more complex model in which the slopecoefficient on the
incomevariablein (4.17)wasassumedto vary with family typeproducedno supportfor this
hypothesisand are thus not reported.
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4.3 ConsensualPoverty Lines

As explainedin Section2.4, the consensualpoverty line (CPL) is derivedby setting
y* = Y in the estimatedrelationshipsand solving to obtain the resultantincome
level. That incomelevel - equivalentto the level Yp in Figure2.2 - is thenequalto
the consensualpovertyline for eachfamily type. In orderto assessthe sensitivityof
our results to the precise equations used to derive them, we have calculated
consensualpoverty lines basedon an extensionof equation(4.4) in Table4.1 which
incorporatesthe agevariablePENSAGE,aswell asestimatedequation(iii) in Table
4.2 and the dummy variable approachbasedon the estimationof equation(4.17).
The three sets of consensualpoverty lines are shown in Table 4.3, which also
includesthe averageof the threeestimatesfor each family type and, in the final
column, the ratio of the highestto the lowestpoverty line derivedfrom eachof the
threemethods.

The threemethodsproducebroadlysimilar poverty lines for eachfamily type. The
ratiosof the highestto lowestestimatesin the last columndo indicate,however,the
kinds of marginsof error which resultfrom the useof different estimatingequations.
Thesetendto be small for couplefamilies with lessthanthreechildrenandfor single
non-agedpeople,but are larger for agedsingle people,for larger families and sole
parents. This no doubt reflects the smallersamplesin theselatter casesas well as
the greatervariety in their circumstances.The consequenceis lesswell determined
statisticalestimatesand increasedsensitivity to the resultsderived from any single
setof estimates.But what is most importantto concludefrom theseratios is that the
CPL methodologycan producea range of poverty lines, dependingon how the
methodis specificallyapplied. The marginsof differenceshownin the last column
of Table4.3 area reflection of the inability of the methodologyto produce'a' setof
poverty lines, and shouldbe borne in mind when assessingresults to be presented
later.

On the basisof the averageestimatesshown in the fourth column in Table4.3, the
consensualpoverty line fbr a single non-agedadult is $252.90 a week. This
increasesby just under $30 a week to $281.30for a non-agedcouple, and then
increasesfurther by around$15 a week for eachchild in couple families (although
the estimatefor threechild families is somewhatbelow that implied by this general
pattern). For soleparentfamilies, our estimates- particularlythosebasedon Method
3, but alsoby implication thosebasedon the first two methods- arenot statistically
robustas explainedearlier. Nonetheless,the averageresults indicate that the first
child in soleparentfamilies causesthepovertyline to increaseby around$26a week
comparedwith that for non-agedsingleadults. For soleparentswith more thanone
child ourestimatesareparticularlyunreliable,but MethodsI and2 suggestthateach
additional child leads to an increaseof between$10 and $15 a week in the
consensualpovertyline.

Comparisonof the resultsin Table4.3 for the effectsof agereveal that the poverty
line of agedsingle adults is between$40 and $50 a week (or 15 per cent to 20 per
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Table4.3: ConsensualPovertyLines by FamilyType(a)

($ perweek) Ratioof
Highest

to Lowest
FamilyType Method1 Method2 Method3 Average(b) Esimate

Singleadult
Non-aged 262.40 249.00 247.40 252.90 1.06
Aged 223.00 210.00 195.80 209.60 1.14

Couple,no children
Non-aged 275.80 286.40 281.80 281.30 1.04
Aged 234.30 241.60 238.50 238.10 1.03

Couple,onechild 289.80 297.40 296.70 294.60 1.03
Couple,two children 304.60 308.80 315.40 309.60 1.04
Couple,threechildren 320.10 320.70 299.70 313.50 1.07
Couple,four children 336.40 333.00 356.40 341.90 1.07
Soleparent,onechild 275.80 258.60 301.20 278.50 1.16
Soleparent,two children 289.80 268.50 250.30(0) 269.50 1.16
Soleparent,threechildren 304.60 278.80 297.30(0) 293.60 1.09

Notes: a) Method I is derivedfrom anextensionof equation(4.4) in Table4.1 with the variable
PENSAGE included.
Method2 is derivedfrom equation(iii) in Table4.2.
Method3 is derivedfrom equation(4.17) in the main text.
All estimateshave been rounded to the nearest 10 cents,

b) Arithmetic meanof resultsfrom Methods1,2and3.
c) Theseestimatesare derived from statistically insignificant coefficient estimates(one

percentlevel of significance).

cent) below that of non-aged single adults. The average figure indicates a
differential of $43 a week, or 17 per cent. For couples,the issueis a little more
complicatedbecausethe agestatusof the couple is determinedby the agestatusof
the survey respondent. Nonetheless,the CPL of agedcouplesis between$40 and
$45a week(or around15 percent)belowthatof non-agedcouples,whicheverof the
three Methods is used. Again therefore,the consensualpoverty lines reveal that
being aboveor below pensionageappearsto havea largereffect on needthan the
presenceof a secondadult in the family, andof the first child (andpossiblythe first
two children)in families with children.

The pattern of poverty lines acrossdifferent family types shows relatively little
variation. Thus,the averageestimatesin Table4.3 imply that thepoverty line for a
couple with four children is only 21.5 per cent higher than that for a non-aged
childlesscouple,andonly 35.2percentabovethat for a non-agedsingleadult. This
relatively fiat profile of the CPLs according to family size is a feature which
virtually all other studies using the consensualpoverty line methodologyhave
produced,as reviews of the literature by Whiteford (1985) and Buhmannet al.
(1988) have noted, and as Rainwater's recent results have furtber illustrated
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(Rainwater,1990).24 An alternativeway of interpretingthis finding is to note that
the CPL estimatesimply that there are considerableeconomiesof scaleresulting
from the existenceof additional family members. Thus, while Table4.3 doesnot
quite indicatethat 'two canlive ascheaplyas one' they do imply that this is not too
far from thetruth.

Referencewas made(in Section3.1) to the fact that we haveanalysedour datain
unweightedform ratherthanusingpopulation-basedweightsto constructa weighted
sample whichduplicatesthe true populationstructure. It is appropriateat this stage
of the analysisto presentsomeresultswhich illustratehow muchdifferencethe use
of weights would make to the regressionestimatesand, as a consequence,to the
consensualpovertylines derivedfrom them.

We thus re-estimatedequation(iii) in Table 4.2 using weighteddata in which the
sampleresponsesfor eachfamily size weregiven a weight equalto the ratio of the
proportionof families of that size in the populationas a whole to its proportionof
our sample. (This procedureimplies, for example,that if a particular family size
representssay5 percentof our samplebut 10 percentof thepopulation,it would be
given a weight of 10 + 5 = 2.) This weighting procedurethus in effect gives
increasedemphasisto the one-personhouseholds, which are under-representedin
the sample,and correspondinglyless emphasisto over-representedfamily types.
Re-estimatingequation(iii) in Table4.2 on the weightedsampleconstructedin this
way producedthefollowing result:

10gY* = 3.99** + 0.25**logY + 0.12**ADTS + O.03**CHDN - 0.144**PENSAGE
(39.3) (13.9) (4.0) (2.6) (4.5) (4.18)

(N =1083; R:2 =0.32; F =128.1)

A comparisonwith the estimatesshown in equation(iii) of Table4.2 indicatesthat
theestimateschangeonly slightly whenaccountis takenof sampleweighting.

We then used the weighted regression results in equation (4.18) to' estimate
consensualpoverty lines correspondingto thoseshown in column 2 (Method 2) of
Table4.3. Theprevious(Table4.3) and revised(weighted)consensualpovertylines
werethencompared.Forcompletenesstheseareshownin Table4.4.

24 To quote Rainwater:

I concludethat children are cheap. The family equivalencescalesimplied
by a wide rangeof polls suggestthat the scalesusedin most social
programs and in much research seriouslyoverestimatethe marginal social
costsof additionalfamily members.(Rainwater,1990: 1)

Aside from querying the useof the tenn 'marginal socialcosts' in this
context, OUT results agreewith the substanceof Rainwater's claim.
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Table4.4: ConsensualPovertyLines by FamilyType: WeightedandUnweightedSamples
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FamilyType
ConsensualPoverty Line

Unweighted Weighted
Difference

($) (%)

Singleadult
Non-aged
Aged

Couple,no children
Non-aged
Aged

Couple,onechild
Couple,two children
Couple,threechildren
Couple,four children
Soleparent,onechild
Soleparent,two children
Soleparent,threechildren

249.00 247.00 2.00 0.80
210.00 203.50 6.50 3.10

286.40 290.70 4.30 1.50
241.60 239.50 2.10 0.90
297.40 301.90 4.50 1.50
308.80 313.60 4.80 1.60
320.70 325.70 5.00 1.60
333.00 338.20 5.20 1.60
258.60 256.50 2.10 0.80
268.50 266.40 2.10 0.80
278.80 276.70 2.10 0.80

The differencesin the two setsof estimatesare clearly small, being lessthan 2 per
cent in all casesexceptthe single aged(whereweighting the samplewill havehad
most effect). The magnitudeof thesedifferencescan be seento be much smaller
than thoseresulting from applicationof the threedifferent consensualpoverty line
methodsemployedto producethe resultsin Table4.3 itself. For this reason,we do
not regard any biasesresulting from our decisionnot to re-weight our sampleas
beingof quantitativesignificance giventhe marginsof errorwhich apply in any case
to the results produced from any particular application of the consensual
methodology. We thereforeproceedhenceforthto useour unweightedsample,and
do so with increasedconfidencethat this will not induceany markedbiasesin our
results.

As notedearlier, the CPL relativities for different family typesindicatehow family
needsvary with family size. This issueis usually exploredwith the useof family
equivalencescales,which expressthe relative incomelevels requiredby families of
different types in order for them to attain the samestandardof living (Whiteford,
1985). Sincethe CPLsshownin Table4.3 arebasedon theassumptionthatfamilies
with this income level have the same standardof living (at least in terms of
disposableincome) equivalence scalescan be derived directly by calculating the
ratio of the consensualpoverty lines for different family types. Such scalesdo,
however,estimateonly relative family needsandit is thereforenecessaryto selecta
particularfamily type as a benchmarkagainstwhich to expressthe relative needof
otherfamilies. Usinga singlenon-agedadult asthebenchmarkfamily type, theCPL
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estimatesin Table4.3 imply the equivalencescalesshownin Table4.5. The useof a
singlenon-agedadultasthebenchmarkhasthe advantagethat theequivalencescales
for other families can be readily interpretedin termsof the numberof 'equivalent
(non-aged)adults' they contain. Thus an equivalencescale value of 1.30 for a
particularfamily, for example,implies that in termsof need,this family is equivalent
to 1.30equivalentnon-agedadults.

Theseresults make the flat equivalenceprofile with respectto family size more
apparent. Our averageestimatesimply that the needsof non-agedcouplesareonly
11 per cent abovethe needsof single non-agedadults, that the additionalneedsof
the first child is about 17 per cent of the needsof the single non-agedadult, while
eachadditionalchild causesfamily needsto rise by an even smallerpercentageof
the needsof a single non-agedadult. Again, our estimatesfor sole parentfamilies
should be treated with considerablecaution, as explainedearlier. Need tends to
declinemorewith agethanthey increasewith family size. Theequivalencescalesin
Table 4.5 indicate that the needsof single agedpeopleare 17 per cent below their
non-elderly counterparts,while those of elderly couples are around 15 per cent
belowthoseof non-elderlycouples.

If the relative rates of social security assistancewere to conform to the pattems
shownin Table 4.5, it is clearthat the structureof paymentswould differ markedly
from that existing currently. Not only would child-relatedpaymentslike family
allowanceand/orfamily allowancesupplementbe lower (relativeto adultpayments),
but the age pensionwould also be below paymentsmadeto non-elderlyadults25
Having made these observations,it is important to emphasisethat we are not
advocatinga changein payment relativities so that they conform to the patterns
shownin Table4.5. To do this would requirefar moreconfidencein our resultsthan
we(oranyoneelse)canhaveat this stage.

It is important to emphasise,for example,that the equivalencescalesin Table 4.5
allow for family needsto vary accordingto the numberof family members,whether
they are adultsor children'and whetherthey are agedor not. Thereare,however,
good reasonsto expectneedto vary accordingto othercharacteristicsof the family
and its individual members,reasonswhich are bomeout by much of the empirical
evidenceon equivalencescales(Whiteford, J.985; McClements,1978). Thus, for
example,the equivalencescalesimplicit in the povertylines usedin Australiaby the
Commissionof Inquiry into Povertyand embodiedin the HendersonPovertyLine
(HPL) imply that needalso varies accordingto the genderand workforce statusof
family members, as well as with the housing circumstancesof the family.
(Commission of Inquiry into Poverty, 1975, Volume I, Appendix F). Such
variations, to the extent that they are presentin our survey data, will causethe
equivalencescaleestimatesin Table 4.5 to be somewhatdistorted if the omitted

25 This statementrefers strictly to total paymentsrather than to just the baserate of pension.
Thus, for example,it is consistentwith the paymentof lower rates of housingassistanceto
the elderly rather than a reduction of the baserate of pension.
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Table4.5: EquivalenceScalesDerivedfrom theConsensualPovertyLines(·)
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FamilyType Method1 Method2 Method3 Average(b)

Singleadult
Non-aged 1.00 1.00 1.00 1.00
Aged 0.85 0.84 0.79 0.83

Childlesscouple
Non-aged 1.05 1.15 1.14 1.11
Aged 0.89 0.97 0.96 0.94

Couple,onechild 1.10 1.19 1.20 1.17
Couple,two children 1.16 1.24 1.27 1.22
Couple,threechildren 1.22 1.29 1.21 1.24
Couple,four children 1.28 1.34 1.44 1.35
Soleparent,onechild 1.05 1.04 1.22 1.10
Soleparent, two children 1.10 1.08 1.01(c) 1.06
Soleparent,threechildren 1.16 1.12 1.20(c) 1.16

Notes: a) SeeNotesto Table4.3.
b) Geometricmeanof resultsfrom MethodsI, 2 and3.
c) SeeNote (c) to Table4.3.

Source: Table4.3.

factors vary systematicallyacrossfamily types. This is likely to be the casefor
factors like workforce statusand housing circumstanceswhich are likely to vary
over the life cycle, as the family types shown in Table 4.5 are also likely to be at
different stagesof the family life cycle. This issueis not exploredfurther at this
stage,althoughit is takenup in Section5.

We now move on to compareour consensualpoverty lines and implied equivalence
scaleswith otherestimatescommonlyusedin Australia,andwith relevantaspectsof
the Australiansocial securitysystem. In making thesecomparisons,it needsto hi
rememberedthat we cannotpin-pointaccuratelytheprecisetime periodto which our
key surveyresponsesapply. Responsest6 the MIQ relateto theperiodduring which
the survey was conducted (i.e. between April and September 1988) while
informationon actualincomerelatesto the yearbeforecompletionof the survey. In
what follows, we makecomparisonswith the HPL averagedovercalendaryear1988
and with social security payment rates prevailing on 30 June 1988. This may
involve a certaindegreeof inaccuracyin specificcases,but is unlikely to materially
affectour moregeneralconclusions,particularlywhenit is rememberedthat theCPL
estimatesare themselvessubject to the usual marginsof error associatedwith all
samplingestimates.
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Table 4.6 comparesthe average CPL estimatesshown in Table 4.3 with the
simplified HendersonPovertyLine for calenderyear 1988. It should be noted that
the CPL estimatesfor sole parentswith two or three children shown in Table 4.3
have beenreplacedby alternativesderived from the more reliable estimatesof the
costsof children in couplefamilies.26 We alsocomparethe CPL equivalencescales
(amendedfor soleparentfamilies as describedin footnote 26) with thoseimplicit in
the simplified version of the HendersonPoverty Line. What is revealedhere are
very markeddifferencesbetweenmanyaspectsof the level and structureof the two
setsof povertylines. The essentialdifferencethat emergesis that the CPL estimates
imply a far higher cost for the first adult than the HPL, and considerablylower
incrementalcostsfor the secondadult and for children. The differencesfor single
adultsandchildlesscouplesareparticularlystriking: the CPL for a single non-aged
adult is 67 per cent higher than the correspondingHPL, while the implied
incrementalCPL for the secondadult in a non-agedcouple ($28.40 = $281.30 
252.90) is only 37.3 per cent of the correspondingHPL figure ($76.20= $227.30
$151.10). In relation to the costsof children, the CPL figures are also well below
their HPL counterparts. When expressedrelative to the costsof a single non-aged
adult using the equivalencescalesin Table 4.6, the CPL child costs are equal to
approximately 7 per cent per child of the single non-aged adult costs. The
correspondingHPL figure is closerto 30percent.

Thesedifferencesreflect the very flat profile of the CPL estimatesacrossdifferent
family types noted earlier. Becausethe CPL estimatesimply higher costs for the
first adult and lower costs for the secondadult and for children, the CPL is well
abovethe HPL for small families but below it for large families. It is interestingto
note that for the HPL referencefamily - two adults and two children - these
offsetting tendenciesvirtually offset each other, leading to similar poverty line
estimates- $309.60using the consensualapproachcomparedwith $315.70using the
Hendersonapproach.2?That is, ·however,more of a coincidencethat an indication
of anyunderlyingsimilarity in the two setsof povertylines.

Interestingly, although the two sets of equivalence scales differ considerably
accordingto what they imply for the effectof increasedfamily sizeon need,they are
much more similar in their estimatesof the impact of age, at least in so far as the
simplified Hendersonequivalencescalesreflect this. Both setsof scalesindicate
that the needsof singleagedadultsare around15 per centbelow thoseof non-aged
singlepeople, witha slightly largerdifferentialapplyingfor couples.

26 What we did wasaddto the CPI. for asoleparentwith onechild shownin Table4.3 the
implied costsof secondand third children estimatedfrom the results for couple families.

27 This feature of our results was noted in our presentation of the paper 'Is the Poverty Line
Too High?' to the 1991 NationalSocialPolicy Conferenceheld in July 1991. We were,
however.careful to note at the time that this congruencewas not repeatedfor other family
types.
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Table4.6: Comparisonsof theConsensualPovertyLinesandEquivalenceScaleswith the
SimpliliedHendersonPovertyLine, 1988
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PovertyLines($ perweek): EquivalenceScales:
Family Type Consensual Henderson(b) Ratio Consensual "enderson Ratio

(I) (2) (3)=(1)+{2) (4) (5) (6)=(4)+{5)

Singleadult
Non-aged 252.90 151.10 1.67 1.00 1.00 1.00
Aged 209.60 131.40 1.60 0.83 0.87 0.95

Couple,no children
Non-aged 281.30 227.30 1.24 1.11 1.50 0.74
Aged 238.10 185.30 1.28 0.94 1.23 0.76

Couple,onechild 294.60 272.20 1.08 1.17 1.80 0.65
Couple.two children 309.60 315.70 0.98 1.22 2.09 0.58
Couple.threechildren 313.50 361.10 0.87 1.24 2.39 0.52
Couple,fOUf children 341.90 398.00 0.86 1.35 2.63 O.5t
Soleparent.onechild 278.50 190.30 1.46 1.10 1.26 0.87
Soleparent,two children 293.50(') 235.90 1.24 1.16 1.57 0.74
Soleparent.threechildren 297.40(') 269.90 1.10 1.17 1.78 0.66

Notes: a) Theseestimatesdiffer from thosein Table4.3 for the reasonsdescribedin the text.
Theywerecalculatedasexplainedin footnote23.

b) The simplified Hendersonpovenylines (andequivalencescales)refer to calendaryear
1988. Theyarebasedon an estimateof $230.90for householddisposableincomeper
capita(Source: N1EIR NewsletterNo. 16,April 1989). Thesepovertylines have
beenestimatedasweightedaveragesbasedon the workforcestatusof the headof each
family type in our sample.

What are we 10 makeof the differencesshown in Table 4.67 Severalpoinls aboul
the methodsusedto derive eachset of poverty lines needto be highlighled before
any finn conclusionsi:an be drawn. The Hendersonpoverty lines are basedon a
combinationof three elements. First, the Hendersonpoverty standardfor a two_
adult, Iwo child referencefamily, which wasset (in 1966)at an incomeequalto the
basicwagepluschild endowment;second,the Hendersonequivalencescales,which
arederivedfrom analysisof the actualexpenditurepatlemsof New York households
in 1954 - thesebeing seenas the most relevantset of scalesavailableat the lime;
and third, an index (more accurately,two indices)used10 updatethe poverty line
over time ascommunityincomeshavechanged.28 Thesethreeelementspoinllo the
very significant differencesbetweendata, methodologyand valuesunderlying the
HendersonPovertyLine andthoseembodiedin the ConsensualPovertyLine.

In light of thesedifferences,il is perhapsno surprisethat the two methodsproduce
suchdifferent results. If we wereto acceptthe consensualpovertyline melhodology

28 Thesethreecomponentsof theHendersonPovertyLine aredescribedandanalysedin more
detail in SaundersandWhiteford (1987;1989).
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as producinga poverty line basedon community perceptionsof minimum income
adequacy,thenTable4.6 indicatesthat the Hendersonpoverty line canno longerbe
(if indeedit everwas) regardedas receivingbroadcommunityendorsement.Against
this we have already noted that there are good reasonsfor believing that the
consensualapproachis not without its own problemsof methodand interpretation.
We would certainlynot wish to arguethat the Hendersonline shouldbe rejectedand
replacedby the consensualpoverty lines shownin Table4.6. We would needto be
far more confident about the interpretationof the MIQ responsesand about the
reliability of the estimatesunderlyingthe consensualpoverty lines beforewe would
go that far. For the moment,we prefer to note that the differencesare substantial
and seethe evidencein Table4.6 as one more piecein what is undoubtablya large
andcomplexjigsawpuzzle.

Beforemoving on, it is useful to comparethe consensual povertylines in Table4.6
with thoseproducedin a recentAustralianstudy using similar methods. That study
analysedresponsesto a questionbroadly similar to the MIQ usedhere which was
includedin the regularconsumersurveysundertakenas part of the Morgan Gallup
Poll (MGP) (Saundersand Bradbury, 1991). The precise wording of the MGP
minimum incomequestiondiffers from the MIQ used in our survey,but Saunders
and Bradburyapplied the Leyden methodology(seeSection2.4 above)in order to
derive a consensual povertyline for one particular family type, comprisedof two
adults and two children.29 Applying the consensualmethodologyto the MGP data
for families of four, Saundersand Bradburyestimateda consensualpoverty line (in
July 1987) equal to $333 a week. Unfortunately, becausethe MGP minimum
incomequestionreferred specifically to the circumstancesof only a single family
type, the authorswere unable to derive a set of consensualequivalencescalesfor
different family types. The singleestimateof $333 a week is somewhataboveour
averageestimateof $309.60(Table4.6), but not so far above it as to castserious
doubt on the reliability of the estimates. Indeed,given the differencesin survey
technique,timing and question wording, the difference of less than 8 per cent
betweenthe two estimatesis small enoughto providesomereassuranceon the issue
of reliability.30 . .

Table 4.7 comparesthe averageconsensualpoverty line estimatesshown in Table
4.6 with levels of social security paymentsprevailing at 30 June 1988. For all
family types, the consensualpoverty line exceedsthe level of social security

29 TheMGP minimum incomequestionlook the following form:

In your opinion, what is the smallestamountafamily offour - two parentsandtwo children
. needa weekto keepin health and live decently- the smallestamountfor all expenses
including rent?

Further details of the sampling proceduresand analysisof how the responseshavechanged
overtime areprovidedin SaundersandBradbury(1991).

30 For adiscussionof how differencesin the wording of the MIQ can influence the
interpretation of results..-see Brad bllf )' ( 1989a)
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Table4.7: Comparisonof ConsensualPovertyLineswith SocialSecurityPayments
at 30June1988
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Family Type

Singleadult
Non-aged
Aged

Couple.no children
Non-aged
Aged

Couple,onechild
Couple,two children
Couple,threechildren
Couple,four children
Soleparent,onechild
Soleparent,two children
Soleparent,threechildren

Consensual
PovertyLine
($ perweek)

252.90
209.60

281.30
238.10
294.60
309.60
313.50
341.90
278.50
293.50
297.40

SocialSecurity
Payments(a)
($ perweek)

112.10
120.10

200.10
200.10
227.80
257.90
289.70
321.40
159.80
189.90
221.70

Ratio

2.26
1.75

1.41
1.19
1.29
1.20
1.08
1.06
1.74
1.55
1.34

Notes: a) Payment rates refer to agepension in the caseof the aged,to supporting parent's
benefit in the caseof soleparents, and to adult unemploymentbenefit in all other
cases.Additional pension/benefitfor children and family allowanceare included.
Children are assumedto be under 13 yearsof age. Rent assistanceis not included.

Sources: Table4.6andDepartmentof SocialSecurity,Annual Report1987·88.

assistance,although the proportionatedifferencedeclinesas family size increases.
This patternreflectstwo offsetting tendencies.First, the consensualpoverty line for
single non-agedadults is far in excessof the adult rate of unemploymentbenefit,
exceedingit by a factor of 2.26. This is, however, offset by the fact that the
incremental needs associatedwith additional family members are much 10weF
according to the consensualpoverty lines than is implied by the social security
paymentrelativities. As a consequence,.the two seriesmergeclosely for couples
with three or more children where the consensualpoverty line is only 8 per cent
abovethe level of social securitypayments. A similar patternemergeswithin sole
parentfamilies asthe numberof childrenincreases.

Tables4.6 and 4.7 thus indicate that the consensualpoverty line relativities show
much lessvariation with family size thaneitherthe conventionalHendersonpoverty
line or the structureof social security payments.31 One way of illustrating the
differencesshownin Table4.7 is to comparethe costsof childrenas implied by the
consensualpoverty lines with the estimatesembodied in the family package

31 For acomparison of the Hendersonpoverty line relativities and thoseimplied in the social
security system.seeSaundersand Whjteford (J 987' 44-53)
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introducedby the CommonwealthGovemmentin late 1987. Thoserelativities set
the level of financial supportfor childrenagedunder13 at 15 percentof the married
rateof pensionand at 20 per centof the married rate for older (dependent)children.
In contrast,the consensualpoverty line relativities imply that the needsof the first
child (assumedto be agedunder 13) in couplefamilies is equivalentto only 5 per
centof the needsof childlesscouples,with successiveotherchildrenaddingsimilar
amountsto family needs. In otherwords, if we areto accepttheconsensualpoverty
line estimatesat face value, then this would suggestthatboth the level and structure
of social security paymentsare well out of line, as already noted. This is a
significantfinding, onewhich needsfurther evaluationin orderto assesswhetherour
resultsaresufficiently robustto sustainit.

4.4 Comparisonswith Alternative ConsensualApproaches

As a final check on the reliability of our consensualpoverty line estimates,we
comparethem with two altemativeapproacheswhich sharea similar methodology
but differ in their detailedapplication. This exerciseis undertakenas a further check
on the sensitivityof our consensualresultsto the useof the preciseapproachusedto
derive them. As notedpreviously,the approachwe haveusedso far is designedto
give greaterweightor emphasisto the M1Q responsesof thosewhoseactualincomes
areclosestto the poverty line. The preciseextentto which suchincreasedweighting
is reflected in the regressionapproachis, however,unclear. As noted in a recent
surveyof the consensualmethod:

... the poverty lines do not representan unweighteddemocratic
consensusas to the minimum necessarylevel of income. The
useof a fixed point from a regressionof the perceivedpoverty
line on actual income... implies a rather complex weighting
structure: it is claimedthat thosewith incomeswell aboveor
well below the poverty line are given less weight, apparently
becausethey 'misperceive'the poverty line... theremay not in
fact be a social consensuson minimum needs. (Callen and
Nolan, 1991:252, italics in theoriginal)

We havealreadynotedin Section3.2 that the greatvariationin responsesto the MIQ
casts doubt on there being any real underlying consensusregarding minimally
adequateincome levels. Becauseof this, the method used to weight individual
responsesin orderto obtain 'the' consensualpoverty line has the potentialto makea
great difference to the specific results obtained. The results already presentedin
Table 4.3 show how the use of different regressionmodels can influence the
intersectionpoint and hencethe estimatedconsensualpoverty line, even within a
given methodological framework. Experimentationwith alternative weighting
proceduresis anotherimportantway of checkingon the significanceof this issueand
the sensitivityof resultsto it.

We used the MIQ responsesto estimatetwo alternativesetsof consensualpoverty
lines. Our first methodinvolved simply taking the mean responseto the MIQ for
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each of our specified family types.32 In order to adjust for the disproportionate
influenceof outlying observations,we first appliedthe methodto our entireworking
sample,and then re-appliedthe methodafter excludingthoseresponses(within each
family category)which weremore thantwo standarddeviationsaway from the mean
for eachfamily type. After makingtheseexclusions,this methodthusgivesanequal
weight to each (non-outlying) responseand defines the poverty line as the
unweightedmeanof remainingresponses.We refer to the resultingestimatesas the
MeanMinimum IncomeLevel (MMIL) for eachtype of family.

Our secondmethodfollows that originally proposedandappliedto Belgiandataby
Deleeck(1989) and used subsequentlyby Callan et aI. (1989) in their Irish study.
We follow their terminologyand refer to the resultsof this methodas the Sociovital
Minimum Income Level (SMIL). The SMlL again usesa specific procedureto
exclude certain responsesin order that the views of those respondentswho are
closest to the poverty line are given greaterweight in producing the estimated
consensualpoverty lines. In orderto apply themethod,reliancewasplacednot only
on responsesto the MIQ describedearlier, but also on responsesto the following
question:

Thinking of your household'scurrent IOtal weekly income, is
the householdableto makeendsmeet....

With greatdifficulty J
With somedifficulty 2
With a little difficulty 3
Fairly easily 4
Easily 5
Very easily 6

TheSociovitalMinimum IncomeLevel methodthenproceedsasfollows. First, only
thoserespondentswho answered'2' (Le. that they weremakingendsmeetwith some
difficulty) to the abovequestionwere considered. For this sub-setof respondents,
the lower of their actual incomeand their responseto the MIQ was tlien calculated.
The meanof the resulting income levels was then calculatedfor eachfamily type.
Finally, all responseswhich differed from the calculatedmeanby more than two
standarddeviations(within eachfamily type) wereexcludedand the meanswerere
calculated.The resultingmeanincomesthencorrespondto the SociovitalMinimum
IncomeLevel for eachfamily type.

Table4.8 comparesour earlierconsensualpoverty lines with the resultsproducedby
eachof the two alternativemethods. What is immediatelyapparentis that the three

32 A somewhatsimilarapproachto this hasrecenllybeenusedby TownsendandGOldon
(1991) in their analysisof subjectivepovertyin GreaterLondonandIslington. Rainwater's
commentson the rationale for using the mean as ameasureof central tendencyare alsoof
relevancehere (Rainwater 1991)
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Table4.8: Comparisonof ThreeAlternativeConsensualPovertyLine Approaches

FamilyType
Consensual

PovertyLine
($ a week) (RelaLivities)

Mean Minimum
Income Level

($ a week) (RelaLivilies)

Sociovital Minimum
Income Level

($ a week) (RelativiLies)

Singleadult
Non-aged 252.90 1.00 257.50 1.00 204.30 1.00
Aged 209.60 0.83 193.30 0.75 140.70 0.69

Couple.no children
Non-aged 281.30 I.11 341.20 1.33 319.70 1.56
Aged 238.10 0.94 265.30 1.03 204.20 1.00

Couple,onechild 294.60 I.17 348.50 1.35 315.50 1.54
Couple, two children 309.60 1.22 366.70 1.42 344.90 1.69
Couple, three children 313.50 1.24 359.40 1.40 336.10 1.65
Couple, four children 341.90 1.35 402.50 1.56 383.40(') 1.88(')
Soleparent. oncchild 278.50 1.10 292.60 I.14(') 323.60(') 1.58(')
Soleparent, two children 293.50 I.16 252.50 0.98(') 190.40(') 0.93(')
Soleparent, three children 297.40 I.17 259.10 1.01(,) 210.10(') 1.03(')

Note: a) Estimatesbasedon a sampleof fewer than 30observations.

differentconsensualpoverly line methodsproducequite different results,evenwhen
applied to the samebody of survey data. The different ways of combining the
surveyMIQ responsesareclearly of considerablesignificancefor both the level and
structureof the resulting consensualpoverty lines. As comparedwith our earlier
results, the two alternative methods producea different structureof poverty line
relativities.33 .

Although the samplesize is again too small to allow any definite conclusionsto be
drawn for sole parentfamilies, both alternativeconsensualmethodsshow family
needsto increasemore with family size than the original estimates.The increasein
the two adult - oneadult relativity is particularlystriking for bothagedand non-aged
people. Beyond this the threemethodssuggestbroadly similar patternsfor couples
with children relative to childless couples.34 Where the results from the three
methodsthus divergemost is in relation to the implied poverty lines and relativities
for aged and non-aged single adults and childless couples. There are great

33 The Irish Study referred to earlier also found that the sociovital minimum income level
approach produced different results to the conventional consensualpoverty line method
(Callanetal. Table6.2: 88).

34 Settingthepoverty line for non-agedchildlesscouplesequalto LOO, Ihe relativilies for
coupleswith one,lWO, Ihreeandfour childrenimplied by the threesetsof estimatesin Table
4.8 are1.05,1.10,1.12and1.22(consensualapproach)1.02, 1.07,1.05 and 1.17 (mean
minimum incomelevel approach)and0.99,1.08,1.06and1.21 (sociovitalminimumincome
level approach)
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differenceshere,both in relationto the singleadultpovertyline andin relationto the
two adult - oneadult relativity. Theseestimatesareall derivedfrom methodswhich
eitherexcludeor pay lessweight to outlying observationsin the sample.

One explanationfor thesedifferencesmay lie in the under-representationof single
personhouseholdsin the samplethat was noted in Section3.1, where it was also
notedthat the agedaregenerallyalsounder-representedin the sample. Although the
samplecontainsa largenumberof childlesscouples(seeTable3.3), thereis still the
likelihood that the unreliability of the estimatesfor single adults is the causeof the
differencesshownfor the singleperson/childlesscouplerelativitiesin Table4.8.

In summary,the differencesshown in Table4.8 give rise to considerablecausefor
concernover the reliability of anyonesetof consensualpovertyline estimates.The
methodsused to derive the consensualpoverty lines clearly have an important
bearingon the final outcome. Having madethis point, we will continueto usethe
consensualpoverty lines shownin the first column of Table4.8 (andearlier tables),
as the methodusedto derive theseis that which hasbeenmostcommonlyemployed
in theconsensualpoverty line literature. Our reservationsbasedon Table4.8 should
not, however,be lost from sight, andwe will returnto this point later.

4.5 The Extent of ConsensualPoverty in Australia, 1988

This sectionestimatesthe extent of poverty in Australia in 1988 from our survey
data using as a poverty standardthe consensualpoverty lines describedin the
previoussection. It is important to emphasiseat this point that the resultswhich
follow are to be viewed as notional andexperimental,and as a consequencesubject
to the appropriatedegreeof caution. Rathermore robustdataandfurther refinement
of the methodwould be requiredbeforesuchconsensualpovertyestimatescould be
usedasan authoritativebasisfor socialcriticism and/orpolicy development.

Bearing this caveatin mind, Table 4.9 showsthe poverty ratesamongour sample,
using the meanconsensualpoverty lines shown in Table 4.6 to determinepoverty
status. Families are defined as being in poverty if net family income (defined as
explainedin Appendix One) is below �t�h�~ relevantconsensualpoverty line. These
estimates indicatethat 215 families or 20.5 percentof the samplewere in povertyin
1988 accordingto the consensualpoverty line approach. Amongst families, the
incidenceof poverty is highestfor sole parents,single adults (non-agedand aged)
and agedcouples. It is lowestamongcoupleswith two or threechildren, reflecting
the flat profile of family need accordingto numberof children exhibited by our
consensualpoverty lines, discussedearlier. The poverty rate for coupleswith two
children (1004 per cent) compareswith the estimatedpoverty rate for suchfamilies
of 18 percentestimatedfrom responsesto the MorganGallup Poll minimum income
equationproducedby Saundersand Bradbury (1991).

It has already been noted that a family's poverty status, calculated using the
consensualpoverty line methodologywill not necessarilycorrespondto whetheror
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Table4.9: Estimatesof Consensual Poverty,Australia1988

Total Consensual
FamilyType Sample Number Poverty

Size in Poverty Rate
(%)

Singleadult
Non-aged 67 23 34.3
Aged 38 25 65.8

Couple,no children
Non-aged 195 31 15.9
Aged 95 37 38.9

Couple,onechild 163 24 14.7
Couple,two children 270 28 10.4
Couple,threechildren 138 13 9.4
Couple,four children 40 10 25.0
Soleparent,onechild 20 9 45.0
Soleparent,two children 15 9 60.0
Soleparent,threechildren 8 6 75.0

All families 1049 215 20.5

not respondents'actualincomefalls shortof the income levelrequiredto 'makeends
meet'. In order to investigatethis issuein more depth,we estimatedeachfamily's
subjectiveincome (in)adequacystatusby comparingtheir actual income with their
responseto the 'making ends meet' minimum income question. Families were
defined as being prone to subjectiveincome inadequacyif their actual net income
wasbelow their stated'makingendsmeet'minimum incomelevel. We usethe term
subjective income inadequacyto describe such situations rather than subjective
poverty becausefamilies were not askeddirectly whetheror not they felt that their
currentincome was such that, in their own assessment,they were in poverty. The
resultsarenonethelessof interestbecausetheyhighlight thedifferencebetweenwhat
the (expert-initiated) consensualmethodology implies about the adequacy of
people'sincomelevelsandhow peoplethemselvesevaluatetheir incomein termsof
permittingthemto makeendsmeet.

Table 4.10 contains the results. Overall, slightly less than three quartersof all
families estimatedto be in consensualpovertyhadincomesbelow whatthey thought
was the minimum necessaryfor them to 'makeendsmeet'. In generalterms, the
overlap betweenconsensualpoverty and subjectiveincome inadequacyis greatest
for singleadultsandsoleparents- the groupswith highestconsensualpoverty rates.
Although this gives somereassuranceto our estimates,the fact that more than a
quarterof those in consensualpoverty regard their income as sufficient to 'make
endsmeet' is a causefor some concem. Given that the consensualmethodology
seeksto reflect community perceptions,it might be seenas problematicto define
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Table4.10: TheRelationshipBetweenConsensualPovertyandSubjectiveIncome
Inadequacy(a)
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In ConsensualPovertyand:
Adjusted

Consensual Subjective Subjectively Subjectively Consensual
Poverty Income Inadequate Adequate Povert)

Rate Inadequacy Income Income Rate(b

Singleadult
Non-aged 34.3 35.8 78.3 21.7 26.9
Aged 65.8 57.9 84.0 16.0 55.3

Couple,nochildren
Non-aged 15.9 17.9 67.7 32.3 10.8
Aged 38.9 40.0 59.5 40.5 23.2

Couple,onechild 14.7 20.2 83.3 16.7 12.3
Couple,two children 10.4 15.6 71.4 28.6 7.4
Couple,threechildren 9.4 16.7 53.8 46.2 5.1
Couple,four children 25.0 27.5 70.0 30.0 17.5
Soleparent,onechild 45.0 50.0 77.8 22.2 35.0
Soleparent,two children 60.0 46.7 66.7 33.3 40.0
Soleparent,threechildren 75.0 75.0 66.7 33.3 50.0

All families 20.5 23.9 71.2 28.8 14,6

Notes:a) All expressedaspercentageof relevantsample.
b) The adjusted consensualpoverty rate is basedon families who are both in consensual

poverty and experiencingsubjective income inadequacy.

families as being in poverty' when our evidenceimplies that they themselvesdo not
regard their income as not sufficient to allow them to 'makeends meet'. For this
reason, we defined an adjusted consensualpoverty rate, which comprises those
families who are both in consensualpoverty and subjectivelyin financial difficulty.
The resultingpoverty ratesareshownin the final columnof Table4.10.35

Theseadjustedpoverty estimatesindicate that the overall poverty rate is 14.6 per
cent. Soleparentfamilies continueto havethe highestpoverty rates(between35 per
cent and 50 per cent) followed again by single agedadults. The patternof poverty
amongcouple families is much the sameas it was using the unadjustedconsensual
poverty line approach.Our finding that 28.6percentof coupleswith two childrenin
consensualpoverty were apparentlynot subjectivelyin financial difficulty compares
with the correspondingfigure of 21 per cent derived by Saundersand Bradbury

35 The figuresin the lastcolumnof Table4.10arethe productof thepercentagesin the first
andthird columnsof the table.
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(1991). Overall,we havemoreconfidencein theadjustedpovertyratesshownin the
final columnof Table4.10 than in our unadjustedfigures. The adjustedfigures are,
of course,lower, but what is more significant is that the broad patternof poverty
amongAustralian families is similar whetherthe adjustedor unadjustedfigures are
used.

Table 4.11 comparesthe adjusted poverty rates from Table 4.10 with poverty
estimatesrecently derived using the HendersonPoverty Line methodology. The
later estimatesrefer to financial year 1989-90 and are derived from a data set
updatedfrom the 1986 IncomeDistribution Surveyusing microanalyticsimulation
techniques.36 In interpretingtheseresults,the earlierdiscussionof the differences
betweenthe levels and patternsof the consensualand Hendersonpoverty lines
should be borne in mind. So too should the very substantialdifferencesin data
coverageandquality on which the two setsof estimatesarebased,aswell asthefact
that the consensualestimatesare based on an unweighted sample while the
Hendersonestimatesare derived from a weighted sample. In light of these
differences in time, method, weighting and data, combined with the divergence
betweenthe consensualand Hendersonpoverty lines alreadynoted (Table 4.6), it
shouldnot besurprisingif the two setsof estimatesdivergeconsiderably.

Table 4.11 indicates that this is indeed the case,at least in some regards. The
adjustedconsensualapproachproducesa higher overall poverty rate, though not
implausiblyhighergiven the factorsjust alluded to. Both setsof estimatesindicate
that the incidenceof poverty is highest among sole parentfamilies, followed by
single aged adults. Couples(with and without children) have the lowest poverty
rates, although consensualpoverty declines with family size while Henderson
povertyincreaseswith the numberof children. The greatestdifferencesbetweenthe
two setsof poverty estimatesoccur for single adults,childlesscouplesand couples
with one child. Thesereflect the poverty line comparisonsshown in Table 4.6,
which indicate that the consensualpoverty line for single adults is well abovethe
Hendersonpoverty line while the variationsin needto reflecta secondadult andthe
first child (and subsequenfchildren)are much lower. Thesetendenciesoffseteach
otheras the numberof children increases,which helps to explain why the poverty
estimatesin Table4.11 convergeasfamily sizeincreases.

In summary, the different poverty rates shown in Table 4.1 I largely reflect the
different poverty lines on which they are based. This is further reinforced by
differences in the timing, scope and quality of the income data on which the
estimatesare based. What is perhapsmost significant about the results is the
similarities they imply for the groupsat greatestrisk of poverty in Australia at the
end of the eighties. Both estimatesconfirm that sole parents are the most
disadvantagedgroup and that many single aged adults are also in poverty. In

36 Themethodis describedin detail in SaundersandMatheson(1991),to which interested
readers are referred.
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Table4.11: Comparisonof AdjustedConsensualPovertyRatesin 1988with Estimated
HendersonPovertyin 1989·90ra)

AdjustedConsensual Henderson
Family Type PovertyRate PovertyRate(b)

Singleadult
Non-aged 26.9 12.6
Aged 55.3 28.3

Couple.no children
Non-aged 10.8 3.9
Aged 23.2 4.9

Couple.onechild 12.3 4.0
Couple.two children 7.4 6.3
Couple.threechildren 5.1 13.8
Couple.four children 17.5 17.3
Soleparent.onechild 35.0 36.1
Soleparent.two children 40.0 49.3
Soleparent.threechildren 50.0 70.1

All families 14.6 12.8
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Notes: a) All numbersarepercentages.
b) The Hendersonestimatesare basedon an income unit definition rather than a family.

Sources: Table4.10andSaundersandMatheson(1991).Table5.

contrast. the presence of a second adult in the family greatly reduces the
vulnerability to poverty. whetheror not children are present. That our consensual
poverty estimatesare consistentwith theseaspectsof previousresearchon poverty
in Australia suggeststhat the evidencediscussedin this sectionis robust.of interest
andrelevanceandshouldnot bedismissedlightly.



5 Deprivation, Perceptionsof Income
Adequacyand Living Standards

5.1 Deprivation

The analysisin Section4 concludedwith an examinationof the poverty statusof
sUlvey respondents,as assessedprimarily, and directly and indirectly, on their
responseto the minimum income('makingendsmeet')question. We turn now to an
assessmentof other aspectsof the survey responseswhich relate to the material
living standardsof respondents. The specific issueson which we focus initially
relateto the existenceof situationsin which respondentshad,over the courseof the
yearprior to the survey,haddifficulty 'makingendsmeet'or had hadto go without
basicgoodsandservices. We beginby spellingout in detail the precisewording of
thequestionson which we now focusourattention.

Immediatelyfollowing the Minimum Income Question,respondentswere askedto
indicate'Yes'or 'No' to the following seriesof questions:

Have therebeentimesduring the last yearwhenyour
incomewasnotenoughfor yourfamily to makeends
meet?

Have therebeentimesduring the last yearwhenyou
didn't haveenoughmoneyto buythefood yourfamily
needed?

Have therebeentimesduring the lastyearwhenyou
didn't haveenoughmoneyto buytheclothing yourfamily
needea?

Have there beentimesduring the last yearwhenyou
didn't haveenoughmoneyto payfor medicalbills or
healthcare?

For convenience,we will refer to thesefour questionscollectively as the 'going
without' questions. Following the 'going without' questions, respondentswith
childrenwerethenaskedthe following questions:

Have therebeentimesduring the last year whenyour
children havehadto go withoutbasicitemsbecauseyou
didn't haveenoughmoney?

and
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If your children havehadto go without,hasthis happened:

Only very rarely
Occasionally
Quiteoften
More oftenthannot
More or lessall the time
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Before turning to the responses,several features of these questionsshould be
emphasised,Firstly, the questionsseeksubjectiveinfonuation,in that they leaveit
to the respondentto interpret what is meantby such tenus as how much of the
specified items was neededand what constitutesthe basic items neededby their
children, Second,the first set of questionswere designedto relate to goodsand
serviceswhich comprisesomeof the mostelementaland importantitems of family
budgets,viz, food, clothing and healthcare(but excludinghousing), We took the
view that if family resourceswere sufficiently stretched to prevent adequate
purchaseof thesebasicconsumeritems,then therecould be little disputingthe fact
that the family wasexperiencingmaterialdeprivation,37 Finally, with the exception
of the last question,respondentswere askedwhetheror not they had experienced
materialdeprivationat any time over the courseof the previousyear. Only the last
questionattemptedto identify the frequencyof suchevents,ratherthan their actual
occurrence. By posing thesequestionsso that they relate to experienceover the
previoustwelve months,the intention was to get a handleon thosegroupswho are
living on the margin and confronting the risk of deprivation, if not actual
deprivation,at anyparticularpoint in time.

The first of thesesupplementaryquestions,when assessedin conjunctionwith the
MIQ describedearlier, was intendedto pursuethis issuemore thoroughly because
the two responsestogether.will shedsome light on the numbersunableto 'make
endsmeet' over a period of time ratherthan just at the time of the survey. This in
turn will allow us to investigatethepenuanenceand/ortransitorynatureof situations
wherefamilies arenorable to 'makeendsmeet',an aspectof povertyresearchwhich
hasto datebeenaccordedlittle or no attentionin Australia.38 -

Table5.1 summarisesthe responsesto �t�h�~ 'going without' questionsfor eachof the
family typesconsideredpreviously. Looking first at eachaspectof 'going without'
in turn, almost40 per cent of the sampleindicated that they had beenunable to
'makeendsmeet' at sometime during the previousyear. This compareswith the
23.9 per cent of respondentswhoseactual income was less than what was needed

37 For adiscussionof the conceptof deprivation and its relation to poverty, seeTownsend
(1987)andTownsend,CorriganandKowarzik (1987).

38 For areview of recent research for the United Stateson the issueof temporary and
permanentpoverty,seeRuggles(1990),as well astheearlierclassiestudyby Dunean
(1984).
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Table5.1: Malerial Deprivalion: TheIncidenceof FamiliesGoingWilhoul
BasicConsumer Items(a)

Nol EnoughMoney Over Ihe Lasl Year10:
Children

Have
FamilyType MakeEnds Buy Buy Pay ror Buy Basic Had10 Go

Meel Food Clolhing Heallh Itemsror Wilhoul
Care Children alleasl

QuiteOnen

Singleadult
Non-aged 39.7 14.3 30.2 17.5 na na
Aged 22.9 2.9 17.1 5.7 na na

Couple,no children
Non-aged 31.2 5.3 17.5 12.7 na na
Aged 17.6 4.4 11.0 3.3 na na

Couple,1child 32.3 7.6 17.7 8.9 5.0 2.9
Couple,2 children 47.9 14.3 33.6 20.4 14.3 5.4
Couple.3 children 49.6 10.9 34.3 24.8 21.6 6.7
Couple,4 children 47.5 20.0 47.5 27.5 28.2 17.9
Soleparent,1 child 65.0 15.0 45.0 20.0 31.3 18.8
Soleparent,2 children 60.0 33.3 53.3 40.0 33.3 20.0
Soleparent,3 children 62.5 25.0 75.0 37.5 75.0 62.5

All ramilies 39.2 10.5 26.8 16.3 16.4 7.4

Nole: a) All expressedin percentages.

na= not applicable.

currenlly 10 'makeendsmeel' at the time of the survey(Table4.10). Comparisonof
those experiencingIhis fOlm of financial hardshipover Ihe lasl year (Table 5.1,
Column I) with thoseexperiencingit at the time of the survey(Table4.10,Column
2) indicatesthat coupleswith children had had far greaterfinancial problemsover
the longer-termperspectivethanat the time of the survey.

The fact that the financial circumstancesof couples with children may have
improved by the time of the survey could in part reflect the improved family
assistancepaymentswhich were introducedas partof the family packageat the end
of 1987 (Saundersand Whiteford, 1987; Brownleeand King, 1989). But it is also
likely to reflect the fact that some couple families may have experienced
unemploymentover the previous twelve months, during which time they had
difficulties making ends meet, yet were back in employmentby the time of the
survey. For all other groups, the percentagesin Tables4.10 and 5.1 are broadly
similar. The resultsin Table 5.1 thus show the incidenceof problemscoping with
financial stress- families experiencingtrouble making endsmeet - is more evenly
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andwidely dispersedin the communitythanfinancial poverty- havingan inadequate
incomelevel whenjudgedby someexternalstandard.

The remainderof Table 5.1 indicates that, over the courseof the previous year,
around10 per cent of the samplehadexperiencedsituationswherethey had not had
enoughmoneyto buy food, 27 per cent could not pay for the clothing they needed
and over 16 per cent could not pay for their medical bills or health care.
Furthermore,16 per cent of families with children had hadto deny their children
basicitemsbecauseof shortagesof moneyat sometime, while 7 per cent indicated
that their children had had to go without 'quite often'. These figures are all
alarminglyhigh. One in ten of our sampleclaimedthat they could not alwaysafford
to buy the food their family needed,while the high figure for health care is also
causefor concern,given that Medicareis intendedto provide adequatebasichealth
careirrespectiveof the financial circumstancesof the sick.

As betweenthe different family types, responsesto the different 'going without'
questionsreveala similar pattern. Soleparentswith two or threechildren aremore
likely to have to go without than all other groups, confirmingagain their perilous
situation. Single adults no longer appearto fare as badly as they do on earlier
comparisons.Among thenon-aged,their incidenceof 'going without' is closeto the
averagefor all families, while the aged in this category fare rather better than
average. Sole parentswith one child also seem,on someindicatorsat least, to be
relatively less disadvantagedthan previous indicators suggested. However, what
maybehappeninghereis that theseparentshavebeenforced to beextremelycareful
with their budgeting for basic essentials(food; health care) but miss out as a
consequencewith addeditems suchas clothing. Overall, thereremainslittle doubt
that manyin this grouphaveto strugglecontinuouslyto makeendsmeet.

Couples with two or more children now appear worse off than our previous
indicatorssuggested. Their incidencesof not being able to 'make endsmeet' and
'going without' aregenerallywell abovethe averagefor all families. Thereis alsoa
clear pattern for financial hardship overall to increaseamong couples with the
numberof children. The figures in the last column of Table 5.1 point to many
children having to go without basic items becausetheir parent(s)say they cannot
afford them which is further causefor concern. It is possiblethat the December
1987 Family Packagemay not be fully reflected in these figures and that will
certainly haveeasedthe financial stresson many families with children. Even so,
the fact that any children whateverare forced to miss out on basicitems in a nation
as rich as Australia is a telling indictmentof the (lack of) priority which has been
accordedto families with childrenin the past.

5.2 The Dynamicsof Financial Stress

We turn now to an investigationof two aspectsof our surveydatawhich havesome
bearingon the dynamicsof financial stress. As notedearlier, this is an issuewhich
hasbeenvirtually ignoredin previousAustralianpovertyand relatedresearch.The



84 PERCEPTIONSOF POVERTYANDINCOMEADEQUACY

financial circumstancesof families to be tracked over time. Instead,Australian
poverty researchhas had to rely exclusively on income surveyswhich provide a
snapshotpicture of family financial circumstancesat a point in time or, more
accurately,the averagesituation over a period of time (usually the previousyear).
Using such data to estimate poverty among different family types can give a
misleadingimpressionof the extent to which poverty is permanentratherthan of a
more transitorynature.

In reality, families increaseanddecreasein sizeas their membersage,childrengrow
up and leave to form their own families, while adult membersseparateand re
constituteas relationshipschange. Thus, real families actually move among the
variousfamily categoriesas time proceedsand they live out their life cycle. From
this perspective,conventionalsnapshotpoverty rates show the risk of poverty as
peoplemove through the different stagesof their life cycle. For some,of course,
unexpectedevents like unemploymentor (in many instances)sole parenthoodwill
greatlyincreasethe risk of financial difficulties which may lead to poverty,but even
these are not permanentcircumstances. To say this is not to downplay the
seriousnessof suchsituationswhile they are actuallybeing experienced.It is little
comfort to thosestruggling to makeendsmeet to know that (on averageand in all
likelihood) they will be more financially securein two or three years time. The
severeconsequencesof inadequatefinancial resourcesneedto be alleviatedwhile it
is actually being experienced. That after all, is what the social security systemis
designedto achieveand why financial assistanceis providedprimarily on the basis
of currentfinancial circumstances.'

Having said this, however, understandingthe dynamics of financial stress is
importantnot only for an appreciationof its longer-runsocialconsequences,but also
becauseit has important implications for policy. It is important to know, for
example,whethera poverty rateof (say) 10 percentrepresentsa situationwhereone
tenth of the populationis condemnedto long-term financial distress(with all the
harmful effects that entails), or whether it representsa situation where the entire
population has a one-in-tenchanceof being poor at any particularpoint in time.
Both situationsare consistentwith a snapshotpoverty rate of 10 per cent, yet they
both imply quite differentpovertydynamics. Measuringthe dynamicsby the sizeof
the movementsin andout of poverty(ratherthanby the sizeof thepool of povertyat
any point in time), the first situation will indicate almostno movement,while the
secondwill showvery largeflows into andout of poverty.39 The appropriatepolicy
responsewill be quite different when the dynamicsare rapidand poverty is of a

39 If P,(Pt-l) is the sizeof the povertypopulationat time t(t-1), andNIt_I, andNOt_I, arethe
flows into and out of poverty between(t-1) and (t), then by definition:' ,

ThedifferencebetweenPtandP'_I thusindica'esonly thenetinflow (i.e. NI t_I ,- NO'_I')
""6 "BlIhe ,i.e Bf the ,ep"..te gfB" fiB", (i.e. NI'_I.' ""6 NOt_I,,). ' .
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mainly short-tennnature than when poverty is a pennanentcondition for those
experiencingit.

Important though this issue is, our survey data can only provide some tentative
insight into it. That, however,is usefulas a first look at the problem. In Table5.2
we compare oursubjective income inadequacyrates describedearlier - which
indicatethosewhosecurrentincomewas below the incomelevel requiredto make
ends meet - with evidenceon the occurenceof financial difficulties, basedon
responsesto the question which asked whether or not respondentshad enough
moneyto makeendsmeetat any time over the last year. It needsto beemphasised
that the first (subjectiveincomeinadequacy)measureis derivedfrom anestimateof
averageactualweekly incomeover the last twelve monthsand so is not strictly a
measureof current financial stress. Nonetheless,a comparisonof the average
situationover the last yearwith the incidenceof actualoccurrencesof not beingable
to makeendsmeetshedssomelight on the dynamicsof the situation.

What would we expectsuch pattemsof responsesto look like? First, we would
anticipatethe percentagesin the second columnto be at leastas largeasthosein the
first column. All of thosewho havenot beenable to makeendsmeeton average
over the last year shouldhave beenunable to do so on specific occasions,while
otherswho could on averagemake endsmeet will havebeenunable to do so on
specificoccasions.The figures in Table5.2 generallyconfinn this, exceptfor aged
persons(singlesandcouples)andsoleparentswith threechildren. In the lattercase,
the numbersinvolved arevery small (only eight casesin total) and this may explain
the unusualresult (which correspondsto only one family). This explanationdoes
not apply in the caseof the elderly, where the samplesizesare much greater,and
suggestsa particularnote of caution shouldbe applied generally to our results for
this group.

Thefinal columnin Table5.2 showsthe numbersof families that fall within bothof
the first two columns,expressedas a percentageof thosein the secondcolumn. In
tennsof the dynamicsof financial stress,it is theselatter percentagesthat are of
most interest. To seewhy, considertwo extremesituations. The first extremeis
wherethere is a pennanentunderclass,a group who are constantlyunableto make
endsmeet, with the remainderof the populationnever finding themselvesin this
situation. In this case,the percentagesin the first two columnsof Table 5.2 would
be identical (beingcloseto 100 percent for the fonner groupand closerto zerofor
the lattergroup)and thosein the final columnwould becloseto 100percentfor all
families. Theothersituationis wherethereis a coreof pennanent(i.e. annual)poor
unableto makeendsmeet over the year, but also a large group of transitorypoor
who experiencedifficulties on occasion. In the extreme, this latter group of
transitorypoor would encompassthe entirepopulation,in which casethe sizeof the
pennanentlypoorcoregroup would be zero. In this secondcase,the percentagesin
the secondcolumn of Table 5.2 would be equal to lOO per cent while thosein the
final columnwould beequalto thosein thefirst column.
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Table5.2: Comparisonof SubjectiveIncomeInadequacyandthe Inability to
'Make Ends Meet' Over the PreviousYear

(I) (2) (3)
Subjective Not Able to FamiliesExperiencing

Family Type (Annual) MakeEndsMeet Both (1) and(2),
Income SometimeOver Expressedasa

Inadequacy theLastYear Percentageof (2)
(0/0) (%) (0/0)

Singleadult
Non-aged 33.8 41.5 48.1
Aged 59.5 21.6 62.5

Couple,no children
Non-aged 17.7 30.7 30.5
Aged 39.4 19.1 61.1

Couple,onechild 20.0 31.9 37.3
Couple,two children 15.7 47.9 21.9
Couple,threechildren 16.7 50.0 17.4
Couple,four children 27.5 47.5 21.1
Soleparent,onechild 50.0 65.0 53.8
Soleparent,two children 46.7 60.0 66.7
Soleparent,threechildren 75.0 62.5 60.0

All families 23.7 39.2 31.0

Note: a) Thepercentagesin column I differ slightly from thesubjectiveincomeinadequacy
rates shown in Table 4.10becausethe current sampleincludesonly thoserespondents
who answered.both of the relevant questions.

The actualpercentagesshown in Table 5.2, not surprisingly,do not correspondto
either of the extreme sit\!ations describedabove. Overall, for all families the
incidenceof temporaryfinancial stress(Table 5.2, Column 2) is more than half as
big againasthe annualsubjectiveincomeinadequacyrate,but the percentagesin the
third column suggestthat the situation lies somewherebetweenthe two extremes
outlined earlier. Somemore interestingpatternsare, however, revealedonce one
looksat differencesbetweenfamily types. Generally,thepercentagesfor soleparent
families correspond mostclosely to the first extremein which there is a group of
'permanently'poor and a distinct secondgroup who are rarely unableto makeends
meet. The most likely fact which distinguishesthesetwo sub-groupsis whetheror
not the soleparentin thefamily is working. If they areworking, they canmakeends
meet virtually all of the time, whereasjoblessnessimplies continual financial
difficulty andon-goingdeprivation.

In relation to coupleswith two or more children, the figures in Table 5.2 are more
consistentwith the second extreme describedearlier. Many families in these
circumstancesexperiencedifficulties making endsmeet from time to time, but for
msst sf tIIem tIIese seenfsHly tempefarily. AgaiH, ..iletller famil) membersare
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working or not will still be an important factor, but this doesnot give rise to the
sharpand more enduringdivisions seento occur for soleparents,possiblybecause
thereare two adults who can seekwork if things becomedifficult financially. The
remaining groups do not correspond particularly closely to either extreme.
Unemploymentwill again createfinancial problemswhen it is being experienced,
but the absenceof childrenor the existenceof only one (possiblyyoung)child puts
lesspressureon family resourcesso that being able to copeis eventhen somewhat
lessof aproblem.

Overall, this analysis reinforcesour earlierfindings. Thosegroupswith the highest
poverty ratesoverall - Le. soleparentfamilies - arealso thosewherepovertyappears
to be more permanentand financial stressmore enduring. Couple families, in
contrast,arelesssusceptibleto financial difficulty and,whenthey experienceit, tend
to do so for shorterperiods. Our suspicionis that thesepatternsreflect joblessness,
whether imposedby labour market conditions, retirementor, in the caseof sole
parents,by workforce barriers relating to the presenceof young children. To be
unemployedwith no employedadultpartnerto rely on for financial supportis to be
forced to go without and to constantlyhaveto struggleto makeendsmeet. Evenin
1988whenunemploymentwasrelatively low, it seemsthatmanyAustralianfamilies
werein this situation,not temporarilybut for extendedperiodsof time.

5.3 Perceptionsof Income Adequacyand Living Standards

Our analysisin Sections4.2 and4.3 which underliesthe consensualpoverty lines is
basedon a simple model relating the MIQ responsesto actual income levels, to
family size and compositionand to age variables. Theconsensualpoverty line
methodologythen controlsfor the relationshipbetweenthe MIQ response(Y*) and
actual income(Y) in order to derivepoverty lines dependentupon total family size,
or the numberof adults and children in the family, and the ageof the respondent.
This approachis consistentwith muchpoverty line (andequivalencescale)research
which incorporates family size and composition and age variables into the
determinationof (relative)family needsfor the purposesof povertyanalysis.

Although someeconomistshavearguedthat decisionswhich affect family size(e.g.
the decisionto havechildren) are a matterof personalchoiceand should thus not
influence poverty as defined as an enforced circumstance(nor, by implication,
higherlevels of financial assistancefor largerfamilies), this is not a commonlyheld
view within the social policy literature. The more prevalentview within social
policy (which we share)recognisesthe needsof children as individuals in their own
right (Bradbury, 1989b). On this view, family needsdo increasewith the number
(and age) of children and poverty researchand income support (and other social
policies)shouldtakeaccountof this.

It is, however,true that the MIQ responsesexhibit very considerablevariation (see
Figure3.2) andfurther thatmuchof this variationremainsevenafterthe influenceof
actual income,ageand the family variablesare takeninto account. The regression
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the MIQ responsesshownin Figure3.2. Our aim in this Sectionis thus to introduce
additionalvariablesinto our earlierregressionmodelsto seewhetherwe canexplain
a greaterproportionof the variancein the MIQ responsesin our sample,to identify
which additional variables assist in this process and to explore some of the
implicationsof suchanextensionto ourearliermodels.40

In undertaking this exercise, we were guided by a recent comparative study
undertakenby de Vos and Gamer(1989). Utilising surveydatafor the Netherlands
and the United States,de Vos and Gamer investigatedthe relationshipbetween
survey responsesto a minimum income question,and actual income, household
compositionand a rangeof additionalexplanatoryvariables. The specificvariables
investigatedin their study were the age and sex of respondents,their workforce
status, education, race, locational region, the degree of urbanisation, fixed
expenditures(e.g. housing costs), ownership of liquid assets and changes in
income.41 The authors found a number of these additional variables were
significantly relatedto the MIQ responses,specifically workforce status,education
andage(in the UnitedStates)andworkforcestatus,ageandsex(in the Netherlands).
In light of these results, some further investigation of our Australian data is
warranted.

The survey on which our analysis is basedallowed us to specify a number of
additional variablesfor inclusion in our basic regressionmodel. The variableswe
experimentedwith relateto the level of educationof respondents,their labourforce
status, their housing situation and their political affiliation, in addition to their
income,ageand the numberof adultsand children in the family. The full rangeof
variableswe consideredare defined in Table 5.3. The first four variables(income,
numberof adults,numberof children,and ageof respondent)are thoseusedin our
earlier analysis. Four additional variables(education,labour force status,housing
sitUationandpolitical affiliation) are indicatedandexplainedin Table5.3. For each
of theseadditionalvariables,a dummyvariablewas definedso that, for example,in
the caseof labourforce status,therewere in fact sevenseparatedummyvariablesof
which the first (LFSI) was-equalto one if the respondentwas working part-timefor
pay and zero otherwise,and so on. For eachset of dummy variables,the variable
markedwith an asterisk(*) in Table 5.3 was setas the benchmarkagainstwhich the
others were compared. This meansthat our'benchmarkrespondentwas working
full-time for pay,ownedtheir houseoutrightand wasa Laborvoter. The dependent
variableused in the model was, as before, the logarithmof the minimum income
response(MIQ).

40 The exercisethus involvesexpanding the range of variables included in the vector Zi shown
in equation(2.13).

41 Note that someof thesevariables (e.g. sex,age, workforce status,region, urbanisation and
housingcosts)have been included in conventional poverty lines usedin countries like
Aystt:alia ana d:u; , 'Rit@l:I �~�t�a�t�e�s�.
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Table5.3: ExplanatoryVariablesUsedin theExtendedRegressionAnalysis

89

Circumstance

J. Actual Income

2. Family Composition
- Numberof Adults
- Numberof Children

3. Age

4. Education

5. LabourForceStatus

6. Housing Situation

7. Political Affiliation

VariableName

LOGINC

ADTS
CHDN

PENSAGE

EDUC

LFS

HSG

PTAF

Description

Logarithm of annual net incomein previous
year.

Numberof adultsin the family.
Numberof childrenin the family.

A zero-one dummy variable, equal to one if
respondentis agedat least60 (female)
or 65 (male)

Numberof yearsof post-secondaryschool
tertiary education. (Full-year equivalent for
part-timestudy).

Labour force statusof respondentlast week.
Either:

Working full-time for paye').
Working part-timefor pay (LFSI)
With job but not at work dueto illness,etc.
(LFS2).
Unemployed(LFS3).
Retired(LFS4)
At schoolor university (LFS5)
Keepinghouse(LFS6)
Other(LFS7)

Current housingsituation. Either:
Mortgageor loan (HSGI)
Ownedoutright(')
HousingCommission(HSG2)
Privatelyrented(HSG3)
Other(HSG4)

Respondentsusualfederalpolitical affiliation.
Either:

Liberal or NationalParty(PTAFI)
Labor(')
Australian Democrat or Nuclear
DisarmamentParty(PTAF2)
Other(PTAF3)

Note: *) Variablesusedto definethe benchmarkin theactualregressions.



90 PERCEPTIONSOF POVERTYAND INCOMEADEQUACY

Before commencingthe analysis,we checkedthe partial correlationmatrix of our
independentexplanatory variables in order to assess whether our regression
estimateswere likely to be affectedby multicollinearity problems. This gaverise to
no greatcausefor concem. The only correlationcoefficientin excessof 0.4 was that
betweenPENSAGEand LFS5 (respondentcurrentlyat schoolor university),where
it was equal to 0.62. Our samplesize for analysiswas 950 observations,with the
decline in our working sample resulting from non-responseto some of our
explanatory variable questions. The model was estimated using the stepwise
regressionprocedure of the SPSS statistical package. This procedureenters
explanatoryvariablesinto the model sequentially,beginning with the most highly
significant and stopping when all statistically significant variables have been
includedin themodel. The resultsof theexercisearepresentedin Table5.4.

In termsof the overall performanceof the model, the explanatorypoweris still low
thoughsomewhathigherthan in the basicmodelsestimatedearlier. Encouragingly,
the four variables included in the basic model (LOGINC, ADTS, CHDN and
PENSAGE) remain important in the extended model and the income variable
continuesto be the single most importantexplanatoryvariable. As comparedwith
the basicmodel, the coefficientson the logarithm of actual income,the numberof
adultsand the numberof childrenand the agevariableall remainstablein size and
significance. This implies that the consensualpoverty lines estimatedearlier from
the basicmodel would not changemarkedly if they were derived insteadfrom the
extendedregressionmodel. This is againan encouragingfinding for the consensual
povertyline methodology.

The results in Table 5.4 are as interesting in some respectsfor the variablesnot
includedas they are for thosethat are. Thus,noneof the sevenlabourforce status
variables appears in the estimated model, implying that none of them has a
significant impact on the MIQ response. This means,for example,that the MIQ
responseof unemployedrespondents(or thoseworking in thehome)is, on statistical
grounds,no different on averagefrom that of full-time workers (all other things
being equal). Recalling that our benchmarkrespondentis a full-time employee,
Laborvoterwho ownstheir homeoutright,our resultsshowthatmortgagees(HSGI)
and private renters(HSG3)both needmore incometo makeendsmeet(otherthings
constant). The fact that the coefficient for mortgagees(0.117) exceedsthat for
privaterenters(0.083)indicatesthat the formerneedhigherincomelevelsin orderto
make ends meet, this presumably reflecting the high level of interest rates in
existenceat the time of the survey. The significanceof the political affiliation
variable (PTAFI) implies that Liberal or National Party voters require higher
incomesto make ends meet than Labor Voters. Finally, the significanceof the
coefficient on the years of educationvariable (EDUC) implies that the income
required to make ends meet rises steadily with each successiveyear of post
secondaryeducation.

In summarythen,the resultsin Table5.4 indicatethat a numberof factorsotherthan
income,family circumstancesandagehavea significantimpacton the 'makingends
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Table5.4: ResultsFromthe ExtendedRegressionModel(a)

(DependentVariable: Logarithmof MIQ response)

Independent Description Coefficient
Variable Estimate(b)

INTERCEPT ConstantTerm 3.836**

LOGINC Logarithmof Actual Income 0.258**

HSGl Mortgage or Loan on House 0.117**

PENSAGE Above Age PensionAge -0.085*

PTAFI Liberal or National Party Voter 0.080**

EDUC Years of Education 0.020**

ADTS Number of Adults 0.125*'

CHDN Numberof Children 0.026*'

HSG3 Private Renter 0.083*

(N =950; R:2 =0.323; F =57.7)

Notes: (a) Theprocedoreosedis explainedin the text.
(b) ** (*): Statisticallysignificantat theone(five) percentlevel.
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Beta T-statistic
Value

(30.0)

0.369 (11.4)

0.136 (4.5)

-0.071 (-2.2)

0.094 (3.5)

0.106 (3.8)

0.101 (3.3)

0.077 (2.6)

0.058 (2.0)

meet' income levels provided by respondents,in particular the housing situation,
level of education and political affiliation of respondents. The first of these
(housing)canbe understooddirectly in tenusof the costsassociatedwith particular
housingarrangements.Becausehousingcosts,be they mortgagerepaymentsor rent,
havea first claim on family budgets,wherethesecostsarehigh they havea positive
impact on the income required to allow families to meet their other needs. In
relation to the effect of the educationand political affiliation variables,a different
kind of explanationapplies. Here,we attributeour resultsto providingan indication
that life style factors (influencedby the level of educationand reflectedin political
affiliation) havean influenceon how peopleperceivetheir living standardsand on
the incomesthey feel they needin order to meet their needs. This is a significant
finding confinuingour belief that the waysin which moneyincomeis perceivedand
how money income is evaluatedis not a purely economic phenomenonin the
conventionalsense,but is also affectedby the social contextwithin which people
leadtheir lives andthe cultureandvalueswhich developwithin thatcontext.
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The significanceof the educationvariablein Table 5.4 confonnswith the resultsfor
the United Statesproducedby de Yos and Gamer (1989). Their study did not,
however, find a significant educationeffect in the Netherlands. They offer two
explanationsfor the role of the educationvariable in detenniningperceptionsof
minimum income levels. The first is that more highly educatedpeople(at a given
income level) will have investedmore in their educationand thus require more
income to achievea given level of welfare, if only to allow them to re-pay debts
incurredwhile undergoingeducation.The secondexplanationtheyoffer is that there
is a referencegroup effect. More highly educatedpeopletend to mix with similar
highly educatedgroupswho also tend to havehigher incomes. As a consequence,
they feel that they needhigher incomesin order to live up to the standardsof the
referencegroupswith which they associatein their everydaylives.

Of these two explanations,we favour the second.The first seemsto have little
relevancein Australia wherehighereducation(in the yearsprior to the survey)was
very largely publicly fundedanddid not requirethe accumulationof debt in orderto
pursuepost-secondarystudies. On the otherhand,how peoplelead their lives, the
culture and values which underpin it, and the groups with whom they associate
combineto place a social dimensionon how peopleperceivemoney income and
how they regardthe relationshipbetweenthe level of incomeand the well-being or
living standardsassociatedwith it.

Similar factors may well be at work in the intriguing finding that perceived
minimum incomeneedsvary with political affiliation. However,herewe aredealing
with that aspectof culture which extendsbeyondone'simmediatesocial milieu to
valuesconcerninghow societygenerallydoesor shouldwork. As such, if political
allegianceis takento correspond,howeverroughly, to particularsetsof valuesand
beliefs, then it might follow that the lower incomerequirementsof the Labor voter
reflect a willingness to dependupon state-providedservices,whereasthe political
conservativein similarcircumstanceswould prefer'cashin hand' in orderto allocate
expenditureaccordingto their own preferences,especiallywhen the latter extendto
privateschools,hospitals,andso on. This may be makingunwarrantedassumptions
concerning the degree of congruencebetween professed ideology and actual
behaviour,of course. Nevertheless,mainstreampolitical debatesof the 1980sdid
emphasisesuchdistinctions. For example,one of the central 'selling points' of the
Coalition parties' unsuccessfulcampaign in the July 1987 election (the election
which, incidentally, featured in the survey questionnaireimmediately prior to the
political affiliation question) involved the abolition of Medicare in favour of
increasingdisposableincomesthroughtax cuts.

An alternativeexplanationfor our finding might revolve around the relationship
betweenpolitical allegianceand long-tenneconomicaspirations.That is, thosewith
an interest in individual self-advancement,expressedin conservativepolitical
identification, might be more eagerfor reasonsof careeror social acceptabilityto
adopta lifestyle 'beyondtheir means'than thosewith a more solidaristicattitudeto
increasingliving standards.In short, the questionof why a person'spolitics should
make a difference to thejr perceived jncome needs all other thjngs being eqllat is an
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interestingone,andeachof theseadmittedlyspeculativeinterpretationsmeritsmuch
more investigationthan the presentexercisepermits, However, we feel we can
reasonablycite the political affiliation results,togetherwith the effectsof education,
as instancesof the ways in which perceptionsof an adequateincomefor oneselfare
shapedby cultural identities and their concomitantreferencegroupsin ways which
go far beyondtheeffectsof immediatematerialandpersonalcircumstances.

Onegeneralaspectof theseextendedresultsrequirescommentbeforetheir specific
implications are discussedin detail. Recalling the method used to derive a
consensualpoverty line from the basicmodelsestimatedearlier,applicationof that
method to the extendedresults in Table 5.4 would producesome rather strange
povertylines. The resultingpoverty lines (derived,as beforeby settingY = y* and
solving for the poverty line incomelevel, Yp) would now dependnot only on the
numberof adults and children in the family and age, but also on housingstatus,
educationand political affiliation. The inclusion of housingstatus(as a proxy for
housingcosts)is generallyconsistentwith many otherpoverty lines, but to havea
higherpoverty line for more highly educatedpeople,or for LiberalINationalvoters
as comparedwith Labor voters is, to say the least,somewhatbizarre. We would
certainlynot wish to be seenasendorsingsucha proposal. But thereis an important
issuehererelatingto which of the variablesshownin Table5.4 areto be regardedas
legitimateto includeas determinantsof the poverty line andwhich arenot. What is
it, in other words which distinguishesbetweenvariableslike family size which are
seenas affectingneedand thus are legitimatedeterminantsof the poverty line, and
variables like educationor political affiliation which influence minimum income
levels (according to Table 5.4) yet which very few would argue should be
incorporatedinto povertylines,socialsecuritypaymentlevels,andsoon?

One way of comprehendingthe distinction betweenwhat are in effect two separate
classesof variables in our extended model is to consider whether or not each
variable is the result of a choice freely entered into by people. Although this
distinction is not alwaysas clearcut as it might first appear,it providesa basisfor
decidingwhich varia15lesshould,and which shouldnot, enterinto the determination
of the consensualpoverty line. The fundamentalprinciple to be followed here is
simply that those variables which are the outcomeof the choice of respondents
shouldnot enterinto the poverty line calculations,only thosevariablesover which
peoplehave no choice. Adherenceto this principle would imply that education,
political affiliation and,to a certainextent,housingsituation(thoughnot necessarily
housingcosts) - all of which reflect individual choice - should not influence the
povertyline, while ageclearlyshould. '

The family sizevariablesare lesseasyto classify as thesetend to reflect individual
choicesmadein the past(e.g. the decisionto enterinto a relationship,to separate,or
to havechildren). On this basis,therefore,the family structure variablesshouldalso
be excludedif the principle of choiceis strictly adheredto. However,eventhough
family size and structure decisionswere in most instancesthe outcomeof past
choicesby individuals,oncethesehadbeenmadethey haveimplicationsfor others
whO have thejr own rights as indhdd11als to be considered This has been the
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perspectivewhich social policy has takenin suchsituations. Theseconsiderations
thus provide a casefor over-ruling the principle of choicein relation to family size
andmembershipin the currentcontextandallowing thesevariablesto be reflectedin
measuresof needandhencein povertylines.

With thesethoughtsin mind, we now returnto aconsiderationof the resultsin Table
5.4. In order to illustrate the resultsin a more illuminating way, we show in Table
5.5 what they imply for the averageincomelevels requiredto makeendsmeetfor a
numberof hypotheticalfamily typeschosenwith different characteristicsand levels
of actual income.42 The hypotheticalfamilies havebeenchosenin order that the
impactsof the different factors included in the regressionmodel can be evaluated
and compared. In relation to the income levels, the first column of Table 5.5
assumesthat social security assistanceis the only form of income received. The
remainingthreecolumnsassumethat the grossincomeof eachfamily (assumedto
containonly a single incomeearner)is equalto averageweekly earnings(AWE) and
multiplesthereof:'r3

The actual income levels used to produceTable 5.5 vary, both acrossand within
family types, becauseit is net (or disposable) income which enters into the
regressionmodel. Net income was calculated using the tax imputation model
describedin Appendix One, which meansthat differing family circumstances(e.g.
the presenceor absenceof a dependentspouse)will causenet incometo differ for
different family types on the same level of gross income. Similarly, where the
family is assumedto be renting privately, the first column is constructedon the
assumptionthat they are in receiptof rent assistancein addition to the basicrate of
pension or benefit and other relevant supplementarypaymentsand allowances.
Thus, asidefrom rent assistance,the pensionlbenefitincomeswhich underlieTable
5.5 areidenticalto thoseshownearlierin Table4.7.

The impact of income changesfor any specific family type can be assessedby
comparingsuccessivecolumnentrieswithin any row in Table 5.5, while the impact
of family circumstancechangesis shown by comparisonsof the relevant figures
within any column. The family typeshavebeenchosenso that the impactof eachof
the main family circumstancevariablescan be readily assessed.Thus,for example,
the impact of tertiary educationcan be derived from comparisonof the secondand
first, or tenth and ninth, or thirteenth and twelfth entries in each column, and
likewise for the other factors identified in describingthe family typesshownin the
tables. The top left handentry in Table 5.5 ($196.80)is the lowestvalueof all with
comparisonsacrossthe rows anddown the columns,indicatinghow higherincomes,
moreeducation,more family members (adultsor children),different housingstatus

42 The entries in Table 5.5 were derived by first estimating the net incomecorresponding to
eachgrossincome figure and then using this and the other variable valuesspecifiedin the
table to predict the minimum income level from the regressionmodel in Table 5.4.

43 The iPA'Ialis@Q A'V g HgYF8 l:lfiea le eSRstFlletTal:lle S.S .. 8S $416.68!t neck Ein �1�9�8�8�~�.
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Table5.5: EstimatedIncomeLevelsRequiredto MakeEndsMeet for Different
Family Types(a)

GrossAnnual IncomeLevel
($ perweek)

In Receipt
of Pension 2x 4x

Family Situation or Benefit(b) AWE(c) AWE(c) AWE(c)

Non-agedsingleadult (Private renter)

LaboT voter; no post-secondaryeducation 196.80 254.60 293.30 339.40
Labour voter; three year university degree 209.00 270.40 311.50 360.50
LiberallNational Party voter; three year 226.40 292.90 337.40 390.40
university degree

Agedsingleadult (Outright owner)

Labor voter; no post-secondaryeducation 169.20 215.30 248.00 287.00
Liberal/National Party voter; 183.20 233.20 268.60 310.80
no post-secondaryeducation

Couple,no children(Threeyearuniversitydegree)

Labor voter; private renter 272.40 310.10 355.40 410.00
Labor voter; mortgagee 278.20 320.80 367.70 424.10
LiberallNational voter; mortgagee 301.30 347.40 398.20 459.40

Couple,two children(Mortgagee)

Labor voter; no post-secondaryeducation 294.90 319.30 365.60 421.40
Labor voter; three year TAFE course 313.20 339.20 388.30 447.60
Liberal voter; three year university degree 339.20 367.30 420.60 484.80

Soleparent,onechild (Labor voter)

Private renter; no post-secondary education 221.70 264.40 303.20 349.80
Private render; three year CAE course 235.40 280.90 322.00 371.60
Mortgagee; three year CAE course 238.00 290.50 333.10 384.30

Notes: a) The estimatesshown in the body of the table are derived from the estimatedregression
model in Table 5.3. All estimateshave been rounded to the nearestten cents.

b) Pensionand benefit levelsare taken from Table 4.7, amendedto include the receipt of
rent assistancewhere relevant.

c) AWE = averageweeklyearnings(aU employees)in 1988,annualisedseries,expressed
in after-tax tenns using the tax imputation model describedin Appendix One.
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anddifferentpolitical affiliations changethis basicminimum incomefigure. In fact,
all of the changesfrom this baselineamounttend to be small relative to thebaseline
figure itself. This reflects the fact that the estimatedslope coefficients in the
underlying regressionmodel (Table 5.4) - which show the marginal impact of the
identified variables- are small in size relative to the estimatedintercept - which
detenninesthebaselineminimum incomeamount.

Becauseof the complicationsdescribedabovewith its construction,it canbeargued
that Table 5.5 is somewhatmisleading,in that the actual(net) incomelevelsusedin
the regressionmodel to generatethe estimatespresentedin the body of the table,do
not correspondto the (gross) incomesindicated in the column headings. In part
becauseof this, but also in order that the predictedminimum incomelevels canbe
comparedwith the actual(net) incomelevelswhich underliethem,we showin Table
5.6 the ratio of the two for eachfamily type-grossincomecombinationpresentedin
Table5.5.

Turning first to the minimum incomepredictionsin Table5.5, and picking out some
of the more typical casesprovidesa useful first overview of our results. Thus, for
example,a young singleadult who votesLabor, left schoolat sixteen,rentsprivately
and who is on unemploymentbenefit indicatesthat they need$196.80a week (in
1988) in order to makeends meet. As Table 5.6 shows,the actual benefit which
they would havebeen receivingat the time was slightly lessthan two thirds (62 per
cent) of this amount. Similarly, a young childlesscouple,Labor voters,university
educated,still saving to buy their own houseand renting privately, but with an
incomeequalto twice averageweekly earningsrequired$355.40a weekin orderto
make ends meet (Table 5.5), an amount which was exceededby their actual net
incomeby 67 per cent (Table 5.6). Final1y, a couplewith two childrenon average
weekly eamings,with no tertiary education,but already on a mortgage,needed
$319.30a week in order to make ends meet (Table 5.5). Again, their actual net
income was bigger than this, but only marginal1y so, exceedingthe 'making ends
meet'amountby only 10 percentas indicatedin Table5.6.

The fact that the entriesin the first columnof Table5.6 areall lessthanone implies
that the levels of pensionor benefitprevailing in 1988werenot seenas sufficiently
high to allow recipientsto makeendsmeet,this being the casefor all of the family
situationsdescribedin the table. Even for families on averageweekly earnings,
particularly couples,Table 5.6 indicates that their net incomes were such as to
exceedwhat they neededto makeendsmeetby only around10 percent,sometimes
less. In mostcases,a doublingof grossincomefrom AWE to twice AWE causesthe
ratio of net income to the 'making ends meet' minimum income level to rise by
around50 per cent. A further doubling of grossincometo four times AWE causes
the ratio of actual to 'making ends meet' income to increaseagain by around a
further 50 percent. This dampedeffecton minimum incomelevelsarisesasa result
of two factors: first, the progressivenatureof the personalincometax systemmeans
thatnet incomerisesproportionatelylessthangrossincome;second,the modelitself
indicatesthat the 'making endsmeet' income level increasesas net income rises.
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Table5.6: Ratioof Actual DisposableIncometo theEstimatedIncomeLevel Requiredto
MakeEndsMeet for Different Family Types

GrossAnnual IncomeLevel

97

Family Situation

Non-agedsingleadult (Private renter)

In Receipt
of Pension
or Benefit AWE(C)

2x
AWE(c)

4x
AWE(c)

Laborvoter; no post-secondaryeducation 0.62
Labourvoter; threeyearuniversitydegree 0.58
Liberal/NationalPartyvoter; threeyear 0.54
universitydegree

Agedsingleadult (Outright owner)

Laborvoter; no post-secondaryeducation 0.77
Libera1/NationalPartyvoter; 0.71
no post-secondary education

Couple,no children (Threeyearuniversitydegree)

1.30
1.22
1.14

1.54
1.43

1.96
1.85
1.69

2.33
2.13

2.94
2.78
2.56

3.57
3.23

Laborvoter; privaterenter
Laborvoter; mortgagee
Liberal/Nationalvoter; mortgagee

Couple,two children(Mortgagee)

0.77
0.72
0.66

1.12
1.09
1.00

1.67
1.61
1.49

2.50
2.44
2.22

Laborvoter; no post-secondaryeducation 0.88
Laborvoter; threeyearTAFE course 0.83
Liberal voter; threeyearuniversitydegree 0.76

Soleparent,onechild (Labor voter)

Privaterenter;no post-secondaryeducation 0.79
Privaterender;threeyearCAE course 0.74
Mortgagee;threeyearCAE course 0.67

Notesand Sources:Table5.5 andmain text.

1.10
1.03
0.95

1.32
1.23
1.19

1.61
1.54
1.41

1.96
1.82
1.75

2.44
2.33
2.13

2.94
2.78
2.70

Thesetwo factors combineto producethe result that the proportionaterise in the
ratio of actualnet incometo the 'makingendsmeet' incomelevel is well below the
proportionaterise in grossincomewhich initiated the change.
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Taking for eachvariablethe approximateaverageof their implied impactacrossthe
different family situationsshown in Table 5.5 producesa set of effects which still
tendsto increasewith the level of actual income. Theseaveragesimply that three
yearsof tertiary educationcausethe 'making endsmeet' minimum incomelevel to
increaseby between$15 a week(for someoneon social securityassistance)and $23
a week(for someonewith an incomeequalto four timesAWE). Having a mortgage
(as comparedwith rentingprivately) causesa much smallerrise in the 'makingends
meet' income level, the effect ranging between$3 a week and $14 a week at the
sametwo income levels. Finally, LiberalINational Party voters indicate that their
'makingendsmeet' incomelevel is between$22 a week and $32 a week more than
Labor voters,again at the sametwo income levels. In generalthen, the impact of
political affiliation is greaterthan thatof eitherhousingcostsor education.

Theseestimatescanbe comparedwith the impactof additionalchildrenon what the
family as a whole needsin order to 'makeendsmeet'. Comparisonof the figures in
the seventh and tenth (or eighth and eleventh) rows of Table 5.5 indicates, for
example,the impact on the MIQ responseof two children for families with given
income and education levels and in given housing situations. The two sets of
comparisonsproducevery similar resultsfor families with a given incomelevel, but
in this casethe averageimpact does not decline uniformly as income rises. The
largestdifferenceoccursfor thosereceivingsocial securityassistance($35 to $38 a
week) while the lowest (around $20 a week) occurs for families on incomes of
betweenaverageweekly earningsand twice that amount. Thus for low income
families, it is the presenceof children which has the biggestsingle impact on the
'makingendsmeet' incomelevel, followed by political affiliation, level of education
and housing circumstances. For higher income families, the magnitudesof the
impact of the numberof children and political affiliation are now similar, with the
latter tending to be the greater of the two, but both effects still exceed that of
educationandhousingby a considerablemargin.

Among the more interestingimplications of theseresults is the fact that increasing
levelsof actual incomecau'sethe incomelevels requiredto 'makeendsmeet'also to
increase. As alreadynoted,a doubling of grossincomeleadsto a rise in the ratio of
(net) income to the 'making ends meet' income level of only around 50 per cent.
This may help to explain why increasesin incomelevels in the communitygenerally
- associatedfor examplewith sustainedperiodsof economicgrowth - do not lead to
increasedsatisfactionand perceivedhigher living standardsamongrecipientsto the
degreeoften anticipated. The incomesrequiredto 'makeendsmeet' dependupon a
myriad of social factors as well as actual income,which causesthe ratio of actualto
minimum income levels to rise proportionatelymuch less than the rise in actual
income itself. Herein then, lies one possibleexplanationfor the apparentparadox
wherebymany peoplefeel that they were 'worseoff' in 1990than they were in 1983
despitethe fact that both aggregateNational Account statisticsand more detailed
microeconomicanalysispointedclearly to the fact that real disposableincomeshad
risen over the period (Bradbury, Doyle and Whiteford, 1990; Saundersand
Matheson,1991;BradburyandDoyle, 1992).
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If we interpretliving standardsto meannot just the real purchasingpowerof existing
(cash) income levels but also take into account the broadersocial aspirationsof
income recipients (as encapsulated,for example, in the responsesto our 'making
endsmeet' question)then one can begin to seehow movementsin real disposable
incomes and in perceived standards of living may diverge. In extreme
circumstances,it would be possible that such a line of reasoningcould produce
situations where perceptionsof the social adequacyof income levels actually
declined while economic measuresof real disposable incomes showed a clear
increase. The referencegroup effect on perceptionsof incomeadequacydiscussed
earliermay be of relevancein this context. As all incomesin the communityrise,so
do the incomesand life styles of referencegroupsand thus of the incomespeople
requireto replicate(and participatein) theselife styles. Increasedreal incomesmay
thus bring no increasein people'sperceptionsof their standardof living. Such
factors may thus explain why the recent 'living standardsdebate'in Australia has
been so confused (and confusing) whilst appearingto contradict what the main
economicindicatorswereshowinghad actuallyoccurredto real incomes.

One final implication of this line of reasoningis perhapsworth noting. The above
argumentssuggestthat the population as a whole may feel that their standardof
living (or well-being) increasesless than their real incomesas a consequenceof, for
example,economicgrowth, or that peopleanticipatethe effectsof economicgrowth
and adjust their aspirationsaccordingly. This suggeststhat politicians who promise
(and deliver) real economic growth are likely to find that the electorateis less
appreciativeof their efforts than might be implied from the underlying statistics.
Furthermore, if, in order to produce economic growth, the govemmenthas to
introduce policies which inflict social or economicharm on some groups in the
short-run, they may find ex-postthat electorsplace more weight on theseharmful
effects than they do on the benefitsassociatedwith the higher real incomeswhich
result. Political promisesto raise the rate of economicgrowth may thus have the
balance tipped against them in terms of electoral popularity, a point which
politicians themselvesmight do well to dwell upon.

This line of reasoning thus suggeststhat economic growth - at least if it is
anticipated - is unlikely to be as electorally popular as previously thought. In
contrast,unanticipatedeconomicgrowth is likely to prove very popularfor the same
reasons,The problemfor politicians in all this is obvious: in order to get electedto
office, they must convincevoters that they canproducesustainedeconomicgrowth,
yet if the votersbelieve them, the actualeffectsof growth on living standardswill
fall short of voters' upwardly revised aspirations, Put the other way, the most
populargovemmentpolicies ex poston economicgrowth may be thoseleast likely
exanteto secureoffice for the political partiesproposingthem!

Let US tum finally to what our results imply for the effects of policies which are
designednot to raise the overall level of incomebut ratherto redistributea given
level of incomewithin the community. Here we makeuseof the counterpartto the
argumentjust developedin relation to the social perceptionsof increasesin income
levels by combining them with the symmetrical effects of decreaSesjD real jncome
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If we again use the ratio of actual to 'making endsmeet' minimum income as an
indicatorof perceivedliving standards,thenjust asa doublingof actualincomeleads
to a less than doubling of perceivedliving standards,so a halving of actual income
shouldleadto a fall in perceivedliving standardsby lessthanhalf.

This line of argumentimplies that a transferof income from high to low income
people may not be the straightforward'zero-sumgame' it is normally thought to
be.44 Indeed,if the proportionateincreasein the living standardsof thegainersfrom
redistributionincreaselessthan in proportionto their real incomes,while the reverse
happensfor the losersfrom the change,then pure monetaryredistributionis almost
certainto be a 'non-zero-sumgame'and may in fact be a 'negativesumgame'. This
is, however,a highly conjecturalline of argumentand must be qualified by several
factors.

First, our surveydatawere generatedduring a period when real incomeswere rising
(andhadbeenso for severalyears)so that we cannotbesurethat the effectswe have
observed for income increaseswould be replicated if real incomes fell. This
suggeststhat the relationshipbetweenactual income and the 'making endsmeet'
income level may not be symmetrical in an upwards and downwards direction.
Added to this is the fact that the pattern of perceived gains and losses from
redistribution will dependupon how our measureof living standards(implied in
Tables 5.5 and 5.6) varies with income itself. Finally, the skewednature of the
income distribution means that pure redistributive income transfers (which are
revenueneutral) will have larger proportionateeffects on the incomes of high
incomeearnersthan low income earners: a five per centcut in the incomesof the
rich is likely, for example,to fund a less thanfive per cent increaseof the far larger
groupof low to modestincomeearners.

Thesefactors mean that the aboveargumentsabout community perceptionsof the
effects on living standardsof income redistributionpolicies (and economicgrowth
policies for that matter)are simplistic and needfurther refinement. That is not our
intention here. Rather,we' wish to highlight someof the lines of thinking that the
resultspresentedin this Sectionlead into. What is of moresignificancefor us is that
we have identified that the minimum incomesrequiredby peoplein orderto 'make
endsmeet' are determinedby a rangeof factors, someof which objectively reflect
need and others which capture social and life style influences. Community
perceptionsof the living standardsassociatedwith moneyincomesare thuscomplex
and certainlynot entirelyeconomicor monetary. That in itself shouldserveto warn
againstlhe usefulnessof continuing to analyselhe social consequencesof policies
for economicgrowthpovelty and incomeredistributionin narroweconomicterms.

44 For simplicity we ignore any incentive effectswhich accompanythe transfer, focusingonly
eA tRe EliFeet iAeSffiel eUeet9 ef tRe el:lB:Rge.



6 Summary and Conclusions
The main objective of the researchunderlying this Report was to consider the
appropriatenessof whathasbeentermedthe consensualpovertyline approachto the
developmentof an alternativepoverty standardfor Australia. The essenceof the
consensualpoverty line approachinvolves deriving a poverty line from individual
responsesto questions concerning the minimum income levels that people in
different circumstancessay they require in order to 'makeendsmeet'. By seeking
community views on this issue,the consensualapproachhas the advantagethat it
canproduceapovertystandardbasedon theactualperceptionsof minimumlevelsof
adequacyin the community. Furthermore,the approachalso appearsto downplay
the role of experts(manyof whomhaverelativelyhigh incomes)in settingstandards
by which the economic status of low income people are assessed. Finally, the
approachis consistentwith the broaderprinciples of citizenship,participationand
democracyon which most of welfare state intervention and social policy more
generallyarebased.

Like otherswho haveconsideredthe consensualapproach,however,many of these
advantagesof the consensualapproacharemore apparentthan real. The caretaken
in wording the key minimum incomequestion(MIQ) and the level of sophistication
and expertiseinvolved in designingand undertakingthe survey, as well as in the
analysisof its results,showclearly that expertinput canstill havea very significant
impacton theresults. Our resultsin Section4 bearthis out, showingthatthelevelof
the consensualpovertyline is sensitiveto the specificmethodsusedto deriveit. We
do not see this as necessarilyundesirable,but it does undermineclaims that the
approach is equivalent to 'letting the people decide' a poverty standard for
themselves. Furthermore,our analysisrevealsthat thereis not a single consensual
approachbut a range,each of which incorporatesdifferent analytical procedures
which haveimportantbearingson the results.

The consensualapproachis nonethelessworthy of explorationto seewhetheror not
it hasthepotentialto provide an alternativepovertystandardfor Australia. Concern
over the appropriatenessof the existing poverty standard- the HendersonPoverty
Line - hasbeenexpressedfor at leasta decade,andthe relevanceto conditionsin the
ninetiesof a standarddevelopedover twenty five yearsago needsto be constantly
questionedand reviewed. We have argued in the Introduction that any poverty
standard should satisfy two key principles, that it is basedon actual conditions
prevailing in the societyin which it is to be applied,and that it shouldreceivebroad
endorsementasan appropriatestandardin thatcommunity. Neitherconditioncanbe
said with any confidenceto be satisfied by the HendersonPoverty Line in the
nineties.

Poverty researchis inevitably political and most agree that it embodiesvalue
positionswhich will alwaysbeopento challenge.Theemotivenatureof theconcept
Q£pQverty will always guaranteethat to be the Case But whjJe controversial, there is
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a needfor a poverty standardagainstwhich to judge the living circumstancesof
those on lowest incomesand to assesshow theseare changingover time. This
seemsevenmorepressingin a country like Australia,whereincomesupportpolicies
havealwaysemphasisedpoverty alleviation (as opposedto incomemaintenance)as
an over-ridingobjective.

Yet pastfailures (in Australiaandelsewhere)to derivea robustandrelevantpoverty
standardare beginningto seea changein emphasisamongresearchers,away from
considerationof an •all or nothing' poverty standardand towardsdifferent methods
of analysiswhich focus on the continuumof incomesat the lowerendof the income
distribution. This trend is being reinforced by the focus on measuresof living
standardswhich aremulti-dimensionalsocialconstructsratherthantheuseof money
income which hasdominatedmuch poverty researchin the past. We havea good
dealof sympathywith both developments,eventhoughthe main aim of this research
hasbeenmorenarrowly focusedon the conventionalapproach.We have,however,
tried to investigateour data in ways which shed light on other aspectsof living
standardsaswell asconsideringthe relevanceof the consensualapproachitself.

Thedatausedin our researchwasproducedby a nationalpostalsurveyof Australian
electorsundertakenin 1988. The sampleof over 1800 respondentswas shown in
Section 3 to be broadly representativeof the population as a whole, its main
limitation being the under-representationof single people generally, and elderly
single people in particular. This is a feature which previoussurveysof this kind
have encounteredin Australia. The bulk of our analysisfocusedon an effective
working sampleof just under 1100 respondentswho provided responsesto certain
key questionsin a form which was amenableto analysisand whereambiguitiesin
the.responseswere absent. The responsesof this working sample to the key
minimum incomequestionare presentedin Table 3.5 and illustrated in Figure 3.1.
A glance at these indicates straight away that there does not appearto be any
consensusabout the income levels required to 'make ends meet'. The average
response,after excludingzeros,was just over $350 a week,althoughover a quarter
or the responsesdiffered from this amountby morethan$150a week. This diversity
of responseleads us to regard the telm 'consensual'itself as something of a
misnomer,as it implies a degreeof agreementon minimum incomelevelswhich the
datathemselvesdo not support.

However,in respondingto the minimum incomequestion,peopleare askedto take
their own circumstancesinto account. These will inevitably differ within the
population and this explains a good deal fo the diversity in the MIQ responses.
Indeed,the consensualpoverty line methodologyproceedsby identifying someof
the circumstanceswhich causethesedifferencesandallowing for theseby deriving a
different poverty line for families in different circumstances. Our attempt to
undertakethis exerciseis reportedin Section4.

What our analysisreveals(in Tables4.1 and 4.2) is that responsesto the minimum
ifleoffle ttttestioft vtlf) systematically with the actual inCOlI1e of iespondents,with dIe
numberof adults and children in their family, and with the age of the respondent.
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Consensualpoverty lines are then derived from theseestimatedrelationshipsby
calculatingthe incomelevel at which respondentswill, on average,indicatethattheir
currentincomeis just sufficient for them to makeendsmeet. This incomelevel is
then defined as the consensualpoverty line. These poverty lines will differ
according to family size and age. However, selecting the 'best' underlying
relationships- andhencechoosingthe 'best'consensualpovertyline - on thebasisof
conventionalstatisticalcriteria is noteasy. Becauseof this weestimatednotone,but
three sets of consensualpoverty lines which are shown in Table 4.3. For some
groups,the threemethodsproducesimilar results,butnot for all.

Soleparentfamilies in particulararea group wherewe hadproblems derivinga set
of poverty lines in which we could have confidence. This partly reflects the
relatively small numberof soleparentfamilies in our sampleand the variety in their
circumstances,which togetherresultedin our estimateshaving largestandarderrors.
An important point to emphasisemore generally, however, is that different
applicationsof the consensualmethodologyproducedifferent poverty lines and
thesevary by around5 per cent in most cases,but sometimesby more than 10 per
cent. Thesethen are the kinds of marginsof error that needto be placedon any
particularconsensualpovertyline estimate.

Analysisof ourconsensualpoverty lines showedthemto be markedlydifferent from
the HendersonPovertyLine aswell as from the level andstructureof socialsecurity
payments. Essentially,the consensualpoverty lines arevery high for the first adult
memberin the family, but vary much lesswith additionalfamily membersthan the
Henderson lineor social securitypayments. This finding is consistentwith similar
researchundertakenin a rangeof overseascountries. We did, however,find that the
effectsof ageon family needappearto be moresimilar to the effectsimplicit in the
HendersonPovertyLine.

Using our estimatedconsensualpoverty lines to estimatethe incidenceof povertyin
Australia in 1988, we found an overall poverty rate of 20.5 per cent. The risk of
poverty is greatestamongsole parentfamilies and single elderly people,both of
whomhavepoverty ratesin excessof 50 percent(Table4.9). If, however,we adjust
theseestimatesin light of other information collected in the survey the overall
poverty rate falls to 14.6percent,althoughsoleparentsand the single agedremain
as the two groups with highestpoverty rates (Table 4.10). Theselatter estimates
conform broadly with the level and structureof poverty as estimatedusing the
HendersonPovertyLine (Table4.11). .

Despite thesesimilarities, however,our conclusionis that the consensualpoverty
lines we haveestimateddo not representaviablealtemativeto the Hendersonline, at
least at this stage. The differencesbetweenthe two lines, combined with the
marginsof error on our estimateslead us to concludethat any further work on the
consensualapproachwould require,as a minimum, a considerablylargersamplein
orderthatsamplingerrorcanbe minimised.
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We turned finally, in Section5, to considerwhat our survey data implied for the
broader issuesof deprivation and living standards. Our analysis of deprivation
among Australian families focused (admittedly somewhat narrowly) on the
frequencyof instancesof families having to go without basic items such as food,
clothing and healthcare. Overa periodof a year,significantproportionsof families
reportedhavingexperiencedthesedimensionsof deprivation(Table5.1). Perhapsof
most concernwas the finding that more than 16 per cent of families with children
hadexperiencednot beingable to buy basicitemsfor their children,morethan7 per
centindicatingthat this hadoccurredquite often.

Our analysisof the dynamicsof financial stress,while somewhatsimplistic, revealed
that certainsectionsof the communityare living on the marginsof povertymost of
the time. Soleparentfamilies againstandout as a group living 'on the edge'almost
continuously, unless they are in employment (Table 5.2). For other groups of
working age families, the risk of poverty is of a more temporarynature,tending to
be associatedwith periodsof joblessness.It needsto benoted,however,that the rise
in long-term unemployment is serving to translate what was once temporary
hardshipinto morepermanentpovertyanddeprivation.

Our analysis of the determinantsof responsesto the minimum income question
producedperhapsour most fascinating findings (Table 5.3). Here we found a
systematicrelationnot only with actualincome,family sizeandage(as in ourearlier
analysis)but also that the incomeneededto 'makeendsmeet' varied with housing
circumstances,level of educationand political affiliation. Whilst the first of these
additional factors can be explainedin straightforwardcost terms, the latter show
quite clearly the impact of social and life style factors on perceptionsof minimum
incomelevels. Our illustration of theseresultsin Tables5.4 and 5.5 showhow the
ratio of actual income to minimum income perceptionschanges less than in
proportionto actual(gross)incomes.

Using this ratio as an in"dicator of living standards,we illustrated with some
exampleshow the unduefocus on real incomesthatnormally dominatesdebatemay
give rise to quite misleadingconclusionsaboutcommunityperceptionsof the effects
on living standardsof policies for economicgrowth and incomeredistribution. As
with much of the analysis in this Report, this aspectof our work is best seenas
exploratory. Nonetheless,its consequencesfor the role of social and life style
factors in additionto purely economicconsiderationsin understandingthe effectsof
income changesseem to be important for all distributional and living standard
issues,not just thoserelating to povertyand low income. As in manyotherareasof
public policy, there is a need for narrowly focused economic analysis to be
broadenedto takeaccountof the social fabric within which peopleactually live their
lives.



Appendix One
This Appendix describesthe definition and derivation of the net income variable
usedin the statisticalanalysisin the main Report and the criteria and constraints
involved in selectingthebasicunit of analysis.

The Income Variable

The survey questionnairerequestedinformation on the income of eachrespondent
andhis or herspouse.Respondentswereaskedto indicateseparatelytheir (andtheir
spouse's)incomein the previoustwelve monthsin the form of wagesand salaries;
own business;governmentsocial securitypensionsor benefits;otheragepensionor
superannuation;interest, dividends or rent; and other regular sourcesof income
(including scholarshipsandfamily allowance). In someinstances,(e.g.incomefrom
own business;interest,dividendsor rent) an annualfigure was requested,while in
others(e.g.governmentcashbenefits)an averageweekly figure wasrequested.

The first step in constructing our income variable was to convert all of these
responsesto an averageweekly amountand then to a total annualincomefigure. A
difficulty arosehere becausefor those who receivedboth wagesand salariesand
governmentcashbenefitsduring the courseof thepreviousyear,total annualincome
from the latter was not directly calculable becauseof lack of knowledge of the
number of weeks for which benefits had been received. In calculating annual
income in these instances, we assumed that the average weekly figure for

. governmentbenefit income had been averagedover the year as a whole by
respondentsand did not refer to the averageweekly income received while on
benefit. It shouldbe emphasisedthat this assumptionis entirely consistentwith the
way in which this question is worded. Despite this consistency,there was some
concernabout the procedureused in instanceswhere income in the form of both
wages and salariesand governmentbenefits had been received in the previous'
twelve months. However,further investigationrevealedthat only 6.5 percentof our
total of 1589 usable respondentswere in this position, and only 3.0 per cent of
spouses.Restrictingthe sampleto includeonly thosewho provideda positivefigure
in responseto the Minimum IncomeQuestionreducedthe sampleof respondentsto
1429. Of these6.8 per cent indicatedthat they had receivedboth wageand salary
incomeandgovernmentbenefitsover the last twelve months,ashad 3.4 percentof
spouses. Thus althoughwe have someconcernthat the incomevariable for these
peoplemay be overstated,the proportionof the sampleaffectedis not sufficiently
largeto give rise to unduecausefor concern.

Oncethe annualincomeof respondentand spousehadbeenestimatedin this way, a
tax imputationmodel was appliedin order to estimatetax liability andhencenet or
disposableincome. The tax modelassumedthat taxableincomewasequalto 97 per
cent of gross annual income; accountwas taken of the dependentspouserebate.
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varied accordingto whether there were children presentor not and after making
allowance for any income of the spouse. In calculating disposableincome, the
income tax scales applying in 1988 were used because the timing of the
questionnairemeantthat the annualincomereportedreferredto calendaryear 1988.
Finally, onceannualdisposableincomehadbeencalculatedthis wasconvertedback
to a weekly figure so that it could be directly comparedwith repliesto the Minimum
Income Question which were provided in terms of net weekly income. Further
discussionof the characteristicsof the actual and minimum income variables is
providedin Section3 of themain report.

The Unit of Analysis

Problemsarosein selectinga unit of analysiswhich could be applied consistently
acrossthe major variablesof interestin the analysis. The three main variablesof
relevancein this context were actual income (Y), the responseto the Minimum
Income Question (M IQ) (Y*) and family size (and composition, FS). As just
explained,the survey questionsrelating to actual income relate to the income of
respondentand spouseonly. Information was not soughton the incomesof other
householdmembers. In contrast,the MIQ referredto 'the very lowest net weekly
income ... that your household would have to have to just make ends meet'
(emphasisadded). There is thus a disjuncturebetweenthe actual and minimum
incomeresponses,if eachis treatedliterally, unlessattentionis restrictedsolely to
singlefamily households.

The surveyquestionrelating to family structurein fact requestedinformationon the
people living in the samehouseas the respondent. In providing their responses,
respondentswere asked to provide information on the number of household
membersand the natureof their familial relationshipwith them. This allowedus to
constructsampleson both a family unit andhouseholdunit basis. (We were forced
to assumehere,and through the report, that all children living with the respondent
were dependentchildren, in the sensein which the tax and social securitysystems
use that term). Unfortunately,5.3 per cent of the total samplewere multiple adult
householdswhile further 16.8 per cent of the sample were other households(i.e.
thosecomprisingfamily and non-family membersliving together). Thusof the total
of 1814 householdsin the sample,22.1 per cent (or 400) of them were multiple
family households.

We were thus faced with the following problem: should we restrictour analysisto
only single family households,in which casewe could be certain that responsesto
the actual income, minimum income and household (equals family) structure
questionswere all on a consistentbasis; alternatively, should we use the larger
sampleof householdsandacceptthe fact that our responseswerenot providedon a
consistentbasis. The major problem with the secondapproachas we seeit is that
the actual and minimum income questionsare not provided for the samegroup,
actualincomereferring to the respondentandspouseonly, andthe minimum income
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level referring to the householdas a whole. We could, of course,assumethat in
responding to the MIQ, respondents considered only their direct family
circumstancesand not, as the MIQ requested,thoserelating to the householdas a
whole. This seemsnot implausible,particularly as the MIQ immediatelyfollowed
thequestionsrelatingto the actualincomeof family membersonly.

However,if we acceptthis interpretation,thenboth the actualandminimum income
responsesare on a family basisand the family is the obviously appropriateunit of
analysis. In otherwords,we endup following the first approachevenby beginning
to follow the secondapproach.

We thus followed the first approachand restricted ouranalysisof responsesto the
MIQ to those respondentsliving in single family households. Even though this
restrictedour samplesize by some 22 per cent, we felt that the consistencyof
approachand interpretationtherebyaffordedwas worth it. (We do, however,report
our initial resultsfor the extendedsample,including multiple family households,in
Appendix Two in order that readerscan judge for themselveswhat impact this
decisionhashadon our results.)



AppendixTwo
The estimatesin the following table correspondto thoseshown in Table 4.1 when
the sampleis expandedto includeboth singleandmultiple family households.

TableA2.1: Estimatesof BasicConsensualPovertyLine Modelsfor All Households

IndependentVariables(b)

Family Numberof Numberof
Equation Dependent Income Size Adults Children Sample
Number(a) Variable Intercept (Y) (FS) (AOTS) (eHON) Size R2 F

(I) Y' 184.02** 0.35*'" 1394 0.268 512.2
(22.24) (22.63)

(2) log Y· 4.13** 0.27*- 1394 0.176 298.7
(44.11) (17.28)

(3) Y' 136.18·· 0.34** 16.09** 1394 0.285 278.2
(11.62 (21.93) (5.70)

(4) logY· 4.06"'* 0.25·· 0.05** 1394 0.203 178.6
(43.70) (16.37) (6.96)

(5) log Y· 4.09"'* 0.25** 0.17** 1394 0.208 183.4
(44.32) (15.82) (7.50)

(6) Y 119.76** 0.34"- 24.92** 13.30·· 1394 0.286 186.7
(7.99) (22.01) (4.32) (4.11)

(7) log y* 4.02**- 0.26"'- 0.06** 0.05·· 1394 0.203 119.4
(40.85) (16.38) (4.28) (5.57)

(8)(') log Y· 4.39" 0.22** 0.15·· 0.03 807 0.125 39.4
(32.92) (10.17) 1;2.67) (1.14)

Notes: a) The actualequationsareshownin the ma'in text.
b) T-statisticsareshownin brackest:**(*) indicatesstatisticalsignificanceof the

coefficientson the independentvariablesat the one(five) percentlevel.
c) Equation(8) is estimatedfor families with childrenonly.
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