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Abstract

We compare two Australian studies which ask households to report on the incidence
of specific events of financial difficulty such as failure to pay the utility bill on time
or seeking help from welfare agencies. While collected within the same year, the
two studies use markedly different survey methodologies. One study uses a written
self-completion questionnaire completed after a face-to-face interview, asks about
individual experience of financial difficulty, and interviews each member of the
household over the age of 15. The other study uses computer-assisted face-to-
face interview and asks one randomly selected member of the household about
household-level experience of financial difficulty. We find substantial differences in
response rates, even after controlling for individual and household characteristics.
The self-completion questionnaire elicits 30% more reports of financial difficulty
for singles and 33% more for couple-headed households.
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1 Introduction

Accurately gathering sensitive information in surveys is often difficult. The underre-

porting of socially undesirable or embarrassing information is well documented (see

(Tourangeau, Rips and Rasinski, 2000)). Understanding the reporting biases in such

variables are important before using the data in analysis. We compare two Australian

surveys that ask households to report on the incidence of specific events of financial

difficulty; the Household Expenditure Survey (HES) and the the Household Income and

Labour Dynamics in Australia (HILDA) Survey. The surveys are collected within the

same year of one another using similar methodologies for most overlapping information.

However, they use markedly different survey techniques to collect information about

financial difficulty. HILDA uses a self-completion questionnaire that is completed pri-

vately and returned in a sealed envelope, asks about individual experience of financial

difficulty, and interviews each member of the household over the age of 15. The HES

uses a computer-assisted face-to-face interview, asks about household-level experience

of financial difficulty, and interviews one randomly selected member of the household.

Measures of financial difficulty are frequently used in the analysis of the causes and

consequences of material depravation. Several Australian studies have used the measures

from HILDA and HES as a barometer of family financial fragility (Bray (2001) and

La Cava and Simon (2005)). Although the measures available in these Australian surveys

would generally be considered less severe measures of deprivation, they may be viewed

as intermediate measures which could possibly lead to these more severe problems, for

example frequent failure to pay utility bills may lead to electricity or gas being cut off.

Several U.S. studies have used similar measures of food insecurity, food hardship, rent

hardship including inability to pay the rent, eviction, and homelessness, inability to pay

utility bills, and needing to seek financial help from friends or welfare agencies. These
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studies include Acs and Loprest (2001), Corcoran, Heflin and Siefert (1999), Loprest

(1999), Loprest (2001), and Cancian and Meyer (2004). However, the usefulness of

these measures has been called into questions by findings that material hardship is not

strongly correlated with income levels (Mayer and Jencks (1989) and Myers, Garfinkel

and Weissman (2003)). This has lead to vigorous debate about the usefulness of these

measures. Our purpose here is not to engage in that debate, but rather to use these

measures as a tool for learning about the effect of survey methodology. Even if one does

not think that these measures are useful tools for understanding material deprivation,

we can still employ them to learn something about the effect of survey methodology.

We begin by documenting the surprising degree of disagreement on the incidence of

financial stress between the two surveys. Given the similarities between the surveys on

most other overlapping information, we argue that the primary source of these differ-

ences is the survey methodology employed to collect this information. To compare the

surveys more formally we briefly develop a simple model of the propensity to experience

financial stress. We find that determinants of financial stress are different for singles,

lone parent households and couples. Although lone parent households are much more

likely to experience financial stress, their reporting of it is less influenced by the survey

methodology than other types of households. The probability of experiencing financial

stress is compared between surveys for each type of household, controlling for changes

in covariates between the two surveys. Even after controlling for differences between the

two samples we find a significant effect of survey methodology.
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2 The Surveys

2.1 Household Expenditure Survey

The Household Expenditure Survey (HES) collects detailed information about income

and expenditure from a sample of private dwellings in Australia. The survey is adminis-

tered by the Australian Bureau of Statistics (ABS) approximately every five years. The

main purpose of HES is to gather information to update the Consumer Price Index. It is

also frequently used in Australia for studies of household living standards, expenditure

patterns, and the evaluation of government policy. The data is described in detail in

Household Expenditure Survey Australia User Guide 2003-04 (n.d.).

In this paper, we use data from the 2003-04 HES1. Between July 2003 and June 2004

6,957 households we surveyed. These households were selected from those that had not

recently participated in an ABS household survey. Households located in areas defined

as very remote or Indigenous communities were not eligible for interview (although this

only excludes 2% of the population). In HES all individuals in the household over the

age of 15 participate in a face-to-face interview and complete an expenditure diary.

One member of the household is selected to provide additional information about the

household. This respondent answers the questions about financial difficulty on behalf

of the household. The question that we examine in HES is:

“Over the past year have any of the following happened to your household
because of a shortage of money."

• Could not pay electricity/gas/telephone bills on time (“utilities")

• Sought financial help from friends or family (“friends")

• Unable to heat my home (“heat")

• Went without meals (“meals")

• Pawned or sold something (“pawn")
1Precisely, we used the confidentialised unit record file (CURF) basic version, third edition.

4



• Sought assistance from welfare or community organizations (“welfare")

We will refer to each measure using the term in quotation marks. In addition to

the six individual measures we report on three other measures: “any difficulty" equals

one if the respondent reports any one of the six problems, “hardship" equals one if

the respondent reports one of the hardship (meals, heat, pawn and welfare) measures,

and “cashflow” equals one if the respondent reports problems paying the utility bill

or needing to borrow money from friends or family. The division between “hardship”

and “cashflow” arose from the two clear grouping that emerged in both data sets using

principal component analysis2. Bray (2001), who analyzed the HES data, also made

this distinction and we are following his lead.

As our estimation sample, we eliminate group households, multi-family households

and non-nuclear families (families with more than two generations or families with rela-

tives other than parents and children living in the same household) and use the remaining

6,475 households. We drop 26 lone parent households where someone other than the

parent answered the financial difficulty questions. In all cases this was either a depen-

dent student or a non-dependent child. Our analysis sample comprises 6,449 households

of lone parent families, single adults, and couple-headed families. We discuss the char-

acteristics of this sample in subsections 2.3 and 2.4.

2.2 The Household Income and Labour Dynamics in Australia
Survey

We also use data from the third wave of the Household, Income and Labour Dynamics in

Australia (HILDA) survey to estimate our model. HILDA is a nationally representative

panel survey which provides extensive data on labour market status and working hours,
2Available from the authors on request.
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labour market histories, income of all types, welfare participation, family background,

family formation, and life satisfaction. The majority of the third wave of HILDA was

collected via face-to-face interview between August and November 2003. Approximately

7,096 Australian households were surveyed in the third wave and our focus is on 6,667

nuclear families who live in single-family households where there are no extended family

members or other non-related individuals present.

In addition to the face-to-face interview, all households members over the age of 15

were asked to complete a self-completion questionnaire. This questionnaire included a

series of questions about the experience of financial difficulty. The question we examine

is the one that is almost identical to the one asked in HES. Specifically, in wave 3 HILDA

we use the question,

“Since January 2003 did any of the following happen to you because of a shortage
of money?"

• Could not pay electricity, gas or telephone bill on time (“utilities")

• Asked for financial help from friends or family (“friends")

• Was unable to heat home (“heat")

• Went without meals (“meals")

• Pawned or sold something (“pawn")

• Asked for help from welfare or community organizations (“welfare")

HILDA also included a question about failure to pay the rent or mortgage payment

on time which was not asked in HES and which we do not use in our analysis. As

described in Section 2.1 we also have the groupings “any”, “cashflow” and “hardship”. In

HILDA, all individuals over the age of 15 responded, so for couple-headed households,

we have to make a choice about whose report of financial difficulty to use. We use the

report of the individual who is listed first on the household roster. This is essentially

random. In appendix Table A1, we check the robustness of this assumption by using
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the report of the second person listed (spouse) on the household roster. The results are

similar and the significant differences between the two surveys remain.

Although the overall response rate of 92 per cent on the self-completion forms was

very high, there are still some households that did not return the form. Furthermore

there were self-completion questionnaires that were returned but with the financial diffi-

culty questions unanswered. We are thus obliged to eliminate a further 632 observations

for whom we do not have valid responses to the financial difficulty questions from the

household. In the case of couples, we keep observations where we have complete re-

sponses from at least one member of the couple. Our final analysis sample is comprised

of 6,035 nuclear families with complete responses to the financial difficulty questions.3

2.3 Comparing Financial Difficulty Questions in HES and HILDA

Reported financial stress is much higher in HILDA than it is in HES. Despite the simi-

larity of the questions on financial difficulty, described in Sections 2.1 and 2.2 there are

striking differences in the responses between surveys. Table 1 presents the proportion of

individuals who responded that they had experienced each of these difficulties, separated

out by family type. In single and couple households there are over 30% more reports

of “any” financial difficulty in HILDA than there are in HES. Couples also report 87%

more hardship and singles 31% more hardship in HILDA. Despite half of the sample of

lone parent households reporting financial difficulty, there are no significant differences

in reporting between the two surveys.

[Table 1 about here]
3In our regression analysis of section 3 we are forced to remove a further 326 observations due to

missing data in the control variables which we include.
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We believe that the reporting discrepancy between the two surveys is most likely due

to the difference in privacy provided during collection. HILDA is collected using a self-

completion survey that is returned in a sealed envelope, while HES is collected during a

face-to-face interview. However, apart from the fundamental difference in the collection

technique used, there are three other differences between the surveys that might affect

reporting.

1. The recall period

2. The reference period

3. Wording differences in question: HILDA asks about you and HES asks about
household

The first point refers to the small difference in the period that surveys ask respon-

dents to recall. In HES, the respondent is asked about the preceding 12 months whereas

HILDA asks respondents to consider the time period since January 2003, which will

produce a recall period of between nine and twelve months depending upon when the

interview took place. However, this should tend to lead towards more reports (since the

time period is slightly wider) in HES than in HILDA, which is the opposite of what we

observe.

The second point refers to the relative dispersion of the HES interviews compared

with HILDA. In HILDA, the majority of households are interviewed within a four month

period. This means that the time over which they are reporting their incidence of finan-

cial stress is similar for most households. In HES, the dispersion of the interviews over

a one year period means that there is a two year window that is covered by respondents

answers. The time period covered by HILDA is contained within that covered by HES.

That is, a respondent interviewed in July 2003 reports their incidence of financial stress
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between July 2002 and July 2003 while a respondent interviewed in June 2004 is con-

sidering their financial stress between June 2003 and June 2004. Everyone in HILDA is

considering the period between January 2003 and August-November 2003. Given that

this entire 2003-2004 period is one of stable economic growth, we wouldn’t expect the

larger window of time covered by HES to have a material effect on the results.

Finally, HILDA asks multiple respondents in the household about things that hap-

pened to you whereas HES asks one randomly selected person about household experi-

ence of financial difficulty. While this may affect the observed differences for couples, it

should have no affect for singles and lone parent households. However, there is a large

difference between the surveys for singles, so this would not appear to be a convinc-

ing explanation. Appendix Table A1 documents the degree of disagreement between

husbands’ and wives’ reports of financial difficulty. Breunig, Cobb-Clark, Gong and

Venn (2007) analyze this substantial disagreement in partners’ reports of financial diffi-

culty and find, amongst other things, that financial difficulty remains overwhelmingly a

household experience. They are able to reject the hypothesis that the financial difficulty

reports reflect individual problems instead of household ones.4

2.4 Comparing HES and HILDA analysis samples

Aside from differences in methodology, there could be differences in the samples that

are influencing the observed difference between the incidence of financial stress between

surveys. Table 2 presents descriptive statistics on key variables from the two samples,

separately by family type. These statistics are for the sample we use in the regression
4They examine the disagreement in detail and conclude that disagreement is related to severity of

the financial problem. When only one spouse reports the problem, the problem appears to be less
severe than when it is reported by both members of the couple. Of interest for this study, they do
not find a large role of differential knowledge of day-to-day financial decision-making and they find no
effect of gender once controls are added for other factors.
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analysis, which means we exclude 326 households from HILDA and 28 from HES with

non-positive disposable income and missing reported house values. The results of Table 1

are unaffected by this restriction. In Appendix Table A2 we provide detailed information

about the exact construction of each variable. Further details on variable construction

and transformation are available from the authors.

[Table 2 about here]

The two samples are quite similar for all households types, although there are a

few characteristics with significant differences. Home ownership is different between the

surveys for single households. Lone parent households in HILDA are more likely to

be an owner-occupier and report higher house value. They also have on average less

children age 5-9. The samples of couple-headed households have significant differences

in number of adults (HILDA is lower than HES) and kids aged 5-9 and 10-14 (HILDA is

larger than HES). In HES, a woman answered the financial difficulty questions in 36%

of couple-headed households. In HILDA, we use the response of the first member of the

couple who appears on the household roster and this person was female 42% of the time.

There are also more couple households in HILDA with at least one member of the couple

having a university qualification and less with a skilled non-university qualification.5

Given these sample differences, the mean comparisons of the levels of reported finan-

cial difficulty, shown in Table 1, may not be a valid measure of the quantitative effect of

the differences in survey methodology. The observed differences in reports of financial

difficulty may be driven by the different characteristics in the two samples. In the next

section, we develop a simple model of the determinants of financial difficulty. Our main

purpose in doing this is to correct for these sample discrepancies in order to estimate a

more exact value of the effect of survey methodology on the report of financial difficulty.
5Some of these differences, particularly the differences in the average number of children, income

and house value are due in part to differences in the top coding framework in the two surveys.
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3 Determinants of Financial Difficulty

In this section we present estimates of a simple model of the determinants of financial

difficulty. These simple models should be viewed as vehicles for understanding the

relationship between financial difficulty and other variables, rather than as causal factors

driving financial difficulty.

The probabilities of the household reporting each measure of financial difficulty are

estimated separately using probit models with income, home ownership, housing value,

employment status, education, sex of respondent, household size and ages of children as

explanatory variables. For employment status, we create a dummy variable equal to one

if the individual is unemployed (for lone parents and singles). For couples, we create a

dummy variable equal to one if at least one partner is unemployed and the other partner

is not working. We refer to both of these as ‘unemployed households’. Since we find

no effect of age or region, these variables have been excluded from all of the models.

We find that the relationship between reported financial difficulty and individual and

household characteristics is different for the three family types–singles, lone parents, and

couples. We therefore analyze them separately.

3.1 Determinants of Financial Difficulty in HES

The results for “any” difficulty are presented in Table 3. Most of these results are quite

intuitive. Home ownership reduces the probability of reporting financial difficulty, and

the greater the worth of the home, the greater the effect. Having no employed individuals

in the household increases the probability of reporting financial difficulty. Households

where at least one partner has a university degree report less financial difficulty. A non-

university post-high school qualification does not seem to have much effect, although

when it does the effect is positive. Large household size both in terms of adults and
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children contributes to financial difficulty but the effect is larger for additional children.

Females in lone parent and couple households tend to report more financial difficulty,

although in single-person households the effect is more likely to be negative.

The largest effects for singles are home ownership and being unemployed. Disposable

income, a university education and housing value are also significant. The results for lone

parents and couples are quite similar to each other, although there are some differences

in the importance of some variables. A female respondent seems to have a much larger

effect in lone parent households while the effect of having no employed person in the

household is much smaller. In both these types of households , the number of children

and adults tends to be very important.

Tables 4 and 5 present the same results for the cashflow and hardship measures6.

The results are broadly the same.

These results highlight that the relationship between financial difficulty and indi-

vidual and household characteristics is quite different for singles, lone parents, and

couple-headed households. In Table 6, we use HES to estimate one model for all three

family types, but allowing for the response coefficients to vary depending upon family

type. We begin with a model which allows every coefficient to differ by family type. We

then use a hypothesis test to eliminate coefficients which are always jointly insignificant

for all nine measures of financial stress.7

We conclude that the relationship between characteristics and financial difficulty is

the same for all three family types only for housing value and education. Table 6 presents

the results for “any” difficulty, hardship, and cashflow from a model where these three

variables are restricted to be the same across family types. The other variables are

allowed to vary by family type. Results for the other six measures are in the appendix.
6Appendix tables A3-A8 provide the results for the six individual measures
7Appendix tables A9 and A10 present these results for the six individual financial difficulty measures.
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Since most variables are allowed to vary by family type, these results do not differ

much from those of Tables 3-5. Couples seem to stand out as being quite different

than singles and lone parents and the very large coefficient on the dummy variable for

couples indicates that even after controlling for differences in characteristics and different

relationships between characteristics and financial difficulty there remains a very large

propensity for couples to report less financial difficulty. This captures the many ways

in which partners can substitute for and complement each other in avoiding financial

difficulty.

3.2 Determinants of Financial Difficulty in HILDA

We repeat the same exercise for HILDA and find, in many respects, similar results.

These are presented for any difficulty, hardship, and cashflow for the three family types

in Tables 7-9.8 Again the evidence is overwhelming that lone parents, singles, and cou-

ples behave quite differently even after controlling for characteristics. We only present

estimates for HILDA for the models estimated separately by family type.

In HILDA, the experience of financial difficulty is less responsive to our control vari-

ables, although the relative importance of them remains the same. The proportion of

the variation explained is quite similar between them as is the number of significant

variables. For singles the largest effects again come from home ownership and unem-

ployment. For lone parents, income and home ownership are most important followed

closing by the number of children. For couples, the main characteristic associated with

financial difficulty is having no employed person in the household. A female respondent

is only important for couples, while in HES it was important in lone parent households.

8Appendix tables A11-A16 provide the results for the six individual measures
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4 Effect of Survey Methodology on Reported Finan-
cial Difficulty

The potential differences in the characteristics of samples (Table 2) and the character-

istics associated with financial difficulty suggest that the difference in the prevalence of

financial difficulty in the two surveys could be driven not by survey methodology but

by differences in the two samples. We will address this question by using the models

developed in section 3 above to control for this. We consider each family type separately.

Table 10 presents a probit model of the probability of experiencing financial difficulty

(we focus on the three summary measures–any difficulty, hardship, and cashflow) for

single-adult households. We present a restricted model where the response to a skilled

qualification, house value and a female respondent is the same in HES and HILDA. For

singles, the results for all three measures are quite similar for HES. Although we have

allowed many variable to vary between the surveys, the differences between HES and

HILDA were not statistically significant for our three summary measures. The only

exception is the effect of a university degree on the probability of hardship. We allow

these variables to vary because they are jointly significant for some of our measures.

Table 11 presents the same model for lone parent households. We restrict education,

unemployment, disposable income, the number of adults and the number of children

age 0-4 to be the same across the two surveys. We find for “any” financial difficulty and

“cashflow” that home owners have less association with financial difficulty in HILDA

than in HES but this is offset by a higher house value. Female respondents also report

less financial difficulty in HILDA than in HES. For the “any” measure, there is a large

positive effect associated with being in HILDA, captured by the HILDA dummy variable,

that is not explained by household characteristics. This is surprising since we found that

lone parents did not have any significant reporting differences between surveys.
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The results for couple households are presented in Table 12 for the determinants of

any difficulty, hardship, and cashflow. We only restrict the skilled qualification, housing

value, number of adults and number of children age 10-14. Couples in HILDA are

much more likely to report financial stress even after allowing for differences in other

variables, indicated by the large coefficient on the dummy variable for HILDA. Income,

home ownership, female respondent and number of young children are less important in

HILDA than they are in HES.

4.1 Regression adjusted effect of survey methodology

We use the models of Table 10-12 to create a regression-adjusted version of the mean

effects of Table 1. We do this by creating a predicted probability of reporting financial

difficulty for each observation in HILDA using the coefficients from the model (of Tables

10-12) for HES. (This involves setting the HILDA dummy and interactive slope terms

to zero for those observations.) We then compare this to the predicted probability from

the model for the same data for the full model for HILDA. This will control for differen-

tial characteristics in the HES and HILDA samples and provide a comparison between

financial difficulty in HILDA and financial difficulty for the same data assuming that it

followed the relationship between characteristics and financial difficulty that was found

in HES.

These are presented in Table 13, with the original results from the mean comparison

included for reference. The overwhelming impression from this table is that the regres-

sion adjustment makes almost no difference. Substantial differences in reported financial

difficulty remain, even after controlling for the differences in characteristics between the

two samples.

Closer inspection reveals some minor differences. The regression adjustments tend
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to decrease the differences for couples and single. However, they have increased them

for lone parent households and made them significant. There are two categories that are

now positive and those with positive differences are larger. Apart from those that have

changed signs, the negative differences are now larger as well. For single households, the

regression adjusted difference for utilities is significant, unlike the mean difference.

5 Conclusions

It is often stated that sensitive information is better gathered in an impersonal way.

People are more willing to reveal truthful sensitive information in a written questionnaire

than in a telephone interview and more willing to reveal sensitive information in a

telephone interview than in a face-to-face interview. But it is rare that we are able to

quantify these differences.

The HES and HILDA surveys, which ask comparable questions about financial diffi-

culty of comparable populations, allow for this comparison. The differences created by

the survey methodology employed are surprisingly large. In the written, self-completion

questionnaire of HILDA, we find substantially more reports of financial difficulty than in

the computer-assisted face-to-face interview of HES. This difference holds, and in some

cases increases, when we control for different household and individual characteristics

across the two samples.

For couple-headed households, we find 36% more reports of financial difficulty with

the self-completion questionnaire than with the telephone interview. In terms of in-

cidence, this represents 14% of households reporting some problem in the former case

compared with 19% in the latter case. The differences are similar for single adults

(31%). Although lone parents report the most financial difficulty out of the house-
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hold types (51%) there is a negligible difference in reporting between surveys (-0.21%).

Nevertheless, there is striking evidence of the importance of survey methodology.

While it is no doubt embarrassing to admit to failure to pay bills on time, the

sensitive nature of the questions on financial difficulty pales in comparison to survey

questions which ask about sex, drugs, and illegal behaviour. For such questions, one

might speculate that the gap in response rates for different types of surveys might be

even larger. We think further research in this area, while not possible with these two

surveys, is warranted.
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