Families, Incomes and Jobs, Volume 8

Families, Incomes and Jobs,
Volume 8

A Statistical Report on Waves 1 to 10 of the HILDA Survey

A Statistical Report on
Waves 1 to 10 of the
Household, Income and
Labour Dynamics in
Australia Survey

The Household, Income and Labour Dynamics in Australia (HILDA) Survey
is funded by the Australian Government Department of Families, Housing,
Community Services and Indigenous Affairs

45956 Hilda vol 8 INTRO_HILDA 15/05/13 8:00 AM Page i

Families, Incomes
and Jobs, Volume 8:
A Statistical Report
on Waves 1 to 10 of the
Household, Income and Labour
Dynamics in Australia Survey

Edited by Roger Wilkins
Melbourne Institute of Applied Economic and Social Research
The University of Melbourne

The Household, Income and Labour Dynamics in Australia (HILDA) Survey
is funded by the Australian Government Department of Families,
Housing, Community Services and Indigenous Affairs

45956 Hilda vol 8 INTRO_HILDA 15/05/13 8:00 AM Page ii

Edited by Roger Wilkins
Melbourne Institute of Applied Economic and Social Research,
The University of Melbourne.
Melbourne Institute of Applied Economic and Social Research
Faculty of Business and Economics
Level 5, 111 Barry Street
FBE Building
The University of Melbourne
Victoria 3010 Australia
Tel: +61 3 8344 2100
Fax: +61 3 8344 2111
Web: www.melbourneinstitute.com/hilda
© Commonwealth of Australia 2013
ISSN 1834-9781 (Print)
ISSN 1834-9773 (Online)
All material presented in this publication is provided under a Creative Commons CC-BY Attribution 3.0 Australia
<http://creativecommons.org/licenses/by/3.0/au/deed.en> licence.
For the avoidance of doubt, this means this licence only applies to material as set out in this document.

The opinions, comments and analysis expressed in this document are those of the authors and do not necessarily
represent the views of the Minister for Families, Community Services and Indigenous Affairs or the Australian
Government Department of Families, Housing, Community Services and Indigenous Affairs (FaHCSIA) and cannot
be taken in any way as expressions of government policy.
Photos by Les O’Rourke Photography (Roger Wilkins), Svetlana Damjanac (family cooking ©istockphoto.com/svetikd);
Abel Mitja Varela (happy family ©istockphoto.com/kupicoo); Bjorn Meyer (stock market data ©istockphoto.com/sitox);
and Mark Bowden (man working in home office ©istockphoto.com/bowdenimages).
Designed and typeset by Uniprint Pty Ltd.
Printed and bound by Uniprint Pty Ltd.

45956 Hilda vol 8 INTRO_HILDA 15/05/13 8:00 AM Page iii

Contents

Contents
Introduction

iv

Part A: ANNUAL UPDATE

1

Part B: FEATURE ARTICLES

71

Household Wealth

72

13. The distribution and dynamics of
household net wealth
Roger Wilkins

73

Households and Family Life

2

1. Family dynamics: Changes in
household structure, 2001 to 2010
Milica Kecmanovic

2

14. The composition of household wealth
Milica Kecmanovic and Roger Wilkins

82

2. Changes in marital status
Milica Kecmanovic

4

15. Owner-occupied housing
Roger Wilkins

90

3. Parenting and paid work
Milica Kecmanovic and Roger Wilkins

8

16. Household debt dynamics
Roger Wilkins

95

Incomes and Economic Wellbeing
4. Income levels and income mobility
Roger Wilkins

12

Other Topics

102

13

17. Who stopped smoking between
2001 and 2010?
Roger Wilkins

102

18. Working at home: Whatever
happened to the revolution?
Mark Wooden and Yin-King Fok

106

5. Relative income poverty
Roger Wilkins

23

6. Household consumption expenditure
Roger Wilkins

30

Labour Market Outcomes

37

Glossary

115

7. Mobility in labour force status
Richard Burkhauser and Markus Hahn 37
8. Labour market earnings
Roger Wilkins

42

9. Hours worked, hours preferred and
individual-level changes in both
Richard Burkhauser and Markus Hahn 50
Life Satisfaction, Health and Wellbeing

54

10. Life satisfaction and satisfaction with
specific aspects of life
Milica Kecmanovic and Roger Wilkins

54

11. Physical and mental health,
2001 to 2010
Richard Burkhauser and Markus Hahn 60
12. Social exclusion in Australia
Roger Wilkins

64

Families, Incomes and Jobs, Volume 8

iii

45956 Hilda vol 8 INTRO_HILDA 15/05/13 8:00 AM Page iv

Introduction

Introduction
Roger Wilkins
HILDA Survey Deputy Director (Research)
Commenced in 2001, the Household, Income and
Labour Dynamics in Australia (HILDA) Survey is a
nationally representative panel study of Australian
households. The study is funded by the Australian
Government Department of Families, Housing,
Community Services and Indigenous Affairs
(FaHCSIA) and is managed by the Melbourne
Institute of Applied Economic and Social Research
at the University of Melbourne. Roy Morgan
Research has conducted the fieldwork since Wave 9
(2009), prior to which The Nielsen Company was
the fieldwork provider. This is the eighth volume of
the Annual Statistical Report of the HILDA Survey,
examining data from the first ten waves of the study,
which were conducted between 2001 and 2010.
The HILDA Survey seeks to provide longitudinal
data on the lives of Australian residents. It annually collects information on a wide range of
aspects of life in Australia, including household
and family relationships, employment, education,
income, expenditure, health and wellbeing,
attitudes and values on a variety of subjects, and
various life events and experiences. Information
is also collected at less frequent intervals on various topics, including household wealth, fertilityrelated behaviour and plans, relationships with
non-resident family members and non-resident
partners, health care utilisation, eating habits
and retirement.
The important distinguishing feature of the HILDA
Survey is that the same households and individuals
are interviewed every year, allowing us to see how
their lives are changing over time. By design, the
study can be infinitely lived, following not only the
initial sample members for the remainder of their
lives, but also the lives of their children and grandchildren, and indeed all subsequent descendants.
The HILDA Survey is therefore quite different to the
cross-sectional household surveys regularly conducted by the Australian Bureau of Statistics (ABS).
Cross-sectional data are of course very important,
providing snapshots of the community at a given
point in time—for example, the percentage of the
people married, in employment, or with a disability.
But such data also have important limitations for
understanding economic and social behaviour and
outcomes. Longitudinal, or panel, data, by contrast,
provide a much more complete picture because
we can see the life-course a person takes. We can
examine how people respond to life events, at the
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time of the event and down the track. Additionally,
we can examine how long people persist in certain
modes of behaviour or activities, and how persistently the outcomes are experienced.
Panel data tell us about dynamics—family,
income and labour dynamics—rather than statics.
They tell us about persistence and recurrence, for
example about how long people remain poor,
unemployed, or on welfare, and how often people enter and re-enter these states. Perhaps most
importantly, panel data can tell us about the
causes and consequences of life outcomes, such
as poverty, unemployment, marital breakdown
and poor health, because we can see the paths
that individuals’ lives took to those outcomes and
the paths they take subsequently. Indeed, one of
the valuable attributes of the HILDA panel is the
wealth of information on a variety of life domains
that it brings together in one dataset. This allows
us to understand the many linkages between these
life domains—to give but one example, we can
examine the implications of health for risk of poor
economic outcomes.
While in principle a cross-sectional survey can ask
respondents to recall their life histories, in practice
this is not viable. Health, subjective wellbeing,
perceptions, attitudes, income, wealth, labour
market activity—indeed most things of interest to
researchers and policy-makers—are very difficult
for respondents to recall from previous periods in
their life. Respondents even have trouble recalling
seemingly unforgettable life events such as marital
separations. The only way to reliably obtain information over the life-course is to obtain it as people
actually take that course.
For these reasons, panel data are vital for government and public policy analysis. Understanding
the persistence and recurrence of life outcomes
and their consequences is critical to appropriate
targeting of policy, and of course understanding
the causes of outcomes is critical to the form those
policies take. For example, it is important to distinguish between short-term, medium-term and
long-term poverty because it is likely that for each
issue there are different implications for policy:
the nature of the policy, the priority it is accorded,
and the target group of the policy.
Panel data are also important because they permit
causal inferences in many cases that are more
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credible than other types of data permit. In particular, statistical methods known as ‘fixed-effects’
regression models can be employed to examine the
effects of various factors on life outcomes such as
earnings, unemployment, income and life satisfaction. These models can control for the effects of
stable characteristics of individuals that are typically
not observed, such as innate ability and motivation,
that confound estimates of causal effects in crosssectional settings. For example, a cross-sectional
model of the determination of earnings may find
that undertaking additional post-school education
has a large positive impact on earnings of older
workers, but this may not be the case if it is simply
that more able individuals, who earn more
irrespective of additional education, are more likely
to undertake additional education. In principle,
a fixed-effects model can ‘net out’ the effects of
innate ability and thereby identify the true effect of
additional post-school education for these workers.
The HILDA Survey sample
The HILDA Survey began in 2001 with a large
national probability sample of Australian households occupying private dwellings. All members of
those households form the basis of the panel to be
interviewed in each subsequent wave. Like virtually
all household surveys, the homeless are excluded
from the scope of the HILDA Survey. Also excluded
from the initial sample were persons living in institutions, but people who move into institutions in
subsequent years remain in the sample.1
Table 0.1 summarises key aspects of the HILDA
sample for the period examined in this volume of
the Statistical Report (Waves 1 to 10), presenting the
numbers of households, respondents and children
under 15 years of age in each wave, wave-on-wave
sample retention, and Wave 1 sample retention.2
After adjusting for out-of-scope dwellings (e.g. nonresidential, unoccupied) and households (e.g. all
occupants were overseas visitors) and for multiple
households within dwellings, the total number of
households identified as in-scope in Wave 1 was
11,693. Interviews were completed with all eligible

members (i.e. persons aged 15 years and over) at
6,872 of these households and with at least one
eligible member at a further 810 households. The
total household response rate was, therefore, 66
per cent. Within the 7,682 households at which
interviews were conducted, there were 19,914 people, 4,787 of whom were under 15 years of age on
30 June 2001 and hence ineligible for interview.
This left 15,127 persons, of whom 13,969 were successfully interviewed. Of this group, interviews
were obtained from 11,993 in Wave 2, 11,190 in
Wave 3, 10,565 in Wave 4, 10,392 in Wave 5, 10,085
in Wave 6, 9,628 in Wave 7, 9,354 in Wave 8 , 9,245
in Wave 9 and 9,002 in Wave 10; 7,460 have been
interviewed in all ten waves.
The total number of respondents in each wave is
greater than the number of Wave 1 respondents
interviewed in that wave, for at least three reasons.
First, some non-respondents in Wave 1 are successfully interviewed in later waves. Second, interviews are sought in later waves with all persons in
sample households who turn 15 years of age.
Third, additional persons are added to the panel as
a result of changes in household composition. Most
importantly, if a household member ‘splits off’ from
his or her original household (e.g. children leave
home to set up their own place, or a couple separates), the entire new household joins the panel.
Inclusion of ‘split-offs’ is the main way in which
panel surveys, including the HILDA Survey, maintain sample representativeness over the years.
Making inferences about the Australian
population from the HILDA Survey data
Despite the above additions to the sample, attrition
(i.e. people dropping out due to refusal, death, or
our inability to locate them) is a major issue in all
panel surveys. Because of attrition, panels may
slowly become less representative of the populations
from which they are drawn, although due to the
‘split-off’ method, this does not necessarily occur.
To overcome the effects of survey non-response
(including attrition), the HILDA Survey data managers analyse the sample each year and produce

Table 0.1: HILDA Survey sample sizes and retention
Sample sizes

Sample retention

Households

Persons
interviewed

Children
under 15

Previous-wave
retention (%)

Number of Wave 1
respondents

Wave 1

7,682

13,969

Wave 2

7,245

13,041

4,787

–

13,969

4,276

86.8

Wave 3

7,096

11,993

12,728

4,089

90.4

Wave 4

11,190

6,987

12,408

3,888

91.6

10,565

Wave 5

7,125

12,759

3,897

94.4

10,392

Wave 6

7,139

12,905

3,756

94.8

10,085

Wave 7

7,063

12,789

3,691

94.7

9,628

Wave 8

7,066

12,785

3,574

95.2

9,354

Wave 9

7,234

13,301

3,623

96.3

9,245

Wave 10

7,317

13,526

3,600

96.3

9,002

Note: Previous-wave retention—the percentage of respondents in the previous wave in-scope in the current wave who were interviewed.
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weights to adjust for differences between the characteristics of the panel sample and the characteristics of the Australian population.3 That is, adjustments are made for non-randomness in the
sample selection process that causes some groups
to be relatively under-represented and others to
be relatively over-represented. For example, nonresponse to Wave 1 of the survey was slightly
higher in Sydney than in the rest of Australia, so
that slightly greater weight needs to be given to
Sydneysiders in data analysis in order for estimates
to be representative of the Australian population.
The population weights provided with the data
allow us to make inferences about the Australian
population from the HILDA Survey data. A population weight for a household can be interpreted
as the number of households in the Australian
population that the household represents. For
example, one household (Household A) may have
a population weight of 1,000, meaning it represents 1,000 households, while another household
(Household B) may have a population weight of
1,200, thereby representing 200 more households
than Household A. Consequently, in analysis
that uses the population weights, Household B
will be given 1.2 times (1,200/1,000) the weight
of Household A. To estimate the mean (average)
of, say, income of the households represented
by Households A and B, we would multiply
Household A’s income by 1,000, multiply
Household B’s income by 1,200, add the two
together, and then divide by 2,200.
The sum of the population weights is equal to the
estimated population of Australia that is ‘in-scope’,
by which is meant ‘they had a chance of being
selected into the HILDA sample’ and which therefore excludes those that HILDA explicitly has not
attempted to sample—namely, some persons in
very remote regions in Wave 1, persons resident in
non-private dwellings in 2001 and non-resident visitors. In Wave 10, the weights sum to 21.8 million.
As the length of the panel grows, the variety of
weights that might be needed also grows. Most
obviously, separate cross-sectional weights are
required for every wave, but more important is the
range of longitudinal weights that might be
required. Longitudinal weights are used to retain
representativeness over multiple waves. In principle, a set of weights will exist for every combination of waves that could be examined—Waves 1
and 2, Waves 5 to 9, Waves 2, 5 and 7, and so on.
The longitudinal (multi-year) weights supplied
with the Release 10 data allow population inferences for analysis using any two waves (i.e. any
pair of waves) and analysis of any ‘balanced
panel’ of a contiguous set of waves, such as Waves
1 to 6 or Waves 4 to 7. In this report, crosssectional weights are always used when crosssectional results are reported and the appropriate
longitudinal weights are used when longitudinal
results are reported. Thus, all statistics presented
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in this report should be interpreted as estimates
for the in-scope Australian population. That is, all
results are ‘population-weighted’ to be representative of the Australian community.
A further issue that arises for population inferences
is missing data for a household, which may arise
because a member of a household did not respond
or because a respondent did not report a piece of
information. This is particularly important for components of financial data such as income, where
failure to report a single component by a single
respondent (e.g. dividend income) will mean that a
measure of household income is not available. To
overcome this problem, the HILDA data managers
impute values for various data items. For individuals and households with missing data, imputations
are undertaken by drawing on responses by individuals and households with similar characteristics,
and also by drawing on their own responses in
waves other than the current wave. Full details on
the imputation methods are available in Watson
(2004a), Hayes and Watson (2009) and Sun (2010).
In this report, imputed values are used in all cases
where relevant data are missing and imputed values
are available. This largely applies only to income,
expenditure and wealth variables.
The population weights and imputations allow
inferences to be made from the HILDA Survey
about the characteristics and outcomes of the
Australian population. However, estimates based
on the HILDA Survey, like all sample survey estimates, are subject to sampling error. Because of the
complex sample design of the HILDA Survey, the
reliability of inferences cannot be determined by
constructing standard errors on the basis of random
sampling, even allowing for differences in probability of selection into the sample reflected by the
population weights. The original sample was
selected via a process that involved stratification by
region and geographic ‘ordering’ and ‘clustering’ of
selection into the sample within each stratum.
Standard errors (measures of reliability of estimates)
need to take into account these non-random features of sample selection, which can be achieved
by using replicate weights. Replicate weights are
supplied with the unit record files available to
approved researchers for cross-sectional analysis
and for longitudinal analysis of all balanced panels
that commence with Wave 1 (e.g. Waves 1 to 4 or
Waves 1 to 8). Full details on the sampling method
for the HILDA Survey are available in Watson and
Wooden (2002), while details on the construction,
use and interpretation of the replicate weights are
available in Hayes (2009).
In this volume, rather than report the standard
errors for all statistics, we have adopted an ABS
convention and marked with an asterisk (*) tabulated results which have a standard error more
than 25 per cent of the size of the result itself.
Note that a relative standard error that is less than
25 per cent implies there is a greater than 95 per
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cent probability the true quantity lies within 50 per
cent of the estimated value. For example, if the
estimate for the proportion of a population group
that is poor is 10 per cent and the relative standard
error of the estimate is 25 per cent (i.e. the standard error is 2.5 per cent), then there is a greater
than 95 per cent probability that the true proportion that is poor lies in the range of 5 per cent to
15 per cent.
For regression model parameter estimates presented
in this report, we take a similar approach to the one
applied to the descriptive statistics, with estimates
that are not statistically significantly different from
zero at the 10 per cent level marked with a ‘plus’
superscript (+). Estimates that are statistically significant at the 10 per cent level have a probability of
not being zero that is greater than 90 per cent.
The HILDA Survey Statistical Report
This eighth volume of the HILDA Survey Annual
Statistical Report examines data from the first ten
waves of the HILDA Survey. As in previous volumes, it contains two main parts. Part A contains
short articles on changes in key aspects of life in
Australia that are measured by the HILDA Survey
every year. Four broad and very much overlapping ‘life domains’ are covered: household and
family life; incomes and economic wellbeing;
labour market outcomes; and life satisfaction,
health and wellbeing. While Part A of the report is
represented as an ‘annual update’, the analysis
undertaken for each article in fact varies considerably from one volume to the next.
The second part of the report, Part B, contains articles on irregular topics, to a significant extent influenced by wave-specific questions included in the
survey. In Wave 10, the main focus of the ‘rotating’
content in the interview component of the survey
was household wealth. Correspondingly, much of
Part B is given over to analysis of the wealth data,
with articles on: the distribution and dynamics of
household wealth; the composition of household
wealth; home wealth; and household debt dynamics. Part B additionally contains an article on smoking behaviour over the 2001 to 2010 period and an
article examining the incidence and extent of
employed people working from home, and the
characteristics of workers who do so.
Most of the analysis presented in the Statistical
Report consists of graphs and tables of descriptive
statistics that are reasonably easy to interpret.
However, several tables in this report contain estimates from regression models. These are less easily interpreted than tables of descriptive statistics,
but are included because they are valuable for better understanding the various topics examined in
the report. In particular, a regression model provides a clear description of the statistical relationship between two factors, holding other factors
constant. For example, a regression model of the
determinants of earnings can show the average

difference in earnings between disabled and nondisabled employees, holding constant other factors
such as age, education, hours of work, and so on
(i.e. the average difference in earnings when they
do not differ in other characteristics). Moreover,
under certain conditions, this statistical association
can be interpreted as a causal relationship, showing the effects of the ‘explanatory variable’ on the
‘dependent variable’. Various types of regression
models have been estimated for this report, and
while we do not explain these models in depth,
brief outlines of the intuition for these models, as
well as guides on how to interpret the estimates,
are provided in each article in which they appear,
as well as in the Glossary.
Despite its wide-ranging content, this report is not
intended to be comprehensive. It seeks to give readers an overview of what is available in the data and
provide indications of some of the types of analyses
that can be undertaken with it, focusing more on
panel results rather than cross-sectional results of
the kind well covered by ABS surveys. Much more
detailed analysis of every topic covered by this volume could be, should be, and in many cases, is
being undertaken. It is hoped that some readers will
conduct their own analyses, and in this context it
should be mentioned that the HILDA Survey data
are available at nominal cost to approved users.
Disclaimer
This report has been written by the HILDA Survey
team at the Melbourne Institute, which takes
responsibility for any errors of fact or interpretation.
Its contents should not be seen as reflecting the
views of either the Australian Government or the
Melbourne Institute of Applied Economic and
Social Research.
Acknowledgements
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Endnotes
1

See Watson and Wooden (2002) for full details of the sample design, including a description of the reference population, sampling units and how the sample was selected.

2

More detailed data on the sample make-up and in particular response rates can be found in the HILDA User
Manual, available online at <http://www.melbourne
institute.com/hilda/doc/doc_hildamanual.html>.

3

Further details on how the weights are derived are provided in Watson and Fry (2002), Watson (2004b) and
Summerfield et al. (2011).
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Households and Family Life
Every year, the HILDA Survey collects information on a variety of aspects of family life. These aspects
comprise family and household structures; how parents cope with parenting responsibilities, including
the care arrangements they use and the care-related problems they face; issues of work–family balance;
perceptions of family relationships; and perceptions of and attitudes to roles of household members.
Periodically, information is also obtained on other aspects of family life, such as fertility plans, relationships with parents, siblings, non-resident children, grandchildren and non-resident partners, marital relationship quality, and use of domestic help.
In this section of the report, we present analyses for the 2001 to 2010 period of three aspects of family life:
family structure dynamics; changes in marital status and satisfaction with marriage; and parenting and work.

1.

Family dynamics: Changes in household
structure, 2001 to 2010
Milica Kecmanovic

Long-term trends in household structures in
Australia are reasonably well understood. As de
Vaus (2004), Australian Bureau of Statistics (2004)
and others have shown, the average household
size has decreased over the last century and is
projected to continue declining, and household
types have in recent decades become increasingly
diverse, with the traditional nuclear family
accounting for an ever-decreasing proportion of
households. The HILDA Survey data provide the
opportunity to examine, within this broader context, the experiences at the individual level of
household structure changes over time.
We begin in Table 1.1 by showing the proportion
of individuals, including children under the age of
15 years, in each household type from 2001 to
2010. Looking at household type on an individual
level, approximately 52 per cent of all Australians
were living in a couple-with-children household
each year, around 21 per cent were in couple-only
households, 12 per cent were in lone-parent
households and 10 per cent lived alone. While the

proportion of individuals in most types of households has remained quite steady between 2001
and 2010, it seems that group households have
become less popular, with only 1.4 per cent of all
individuals living in a group household in 2010,
compared to 2.6 per cent in 2001.
Changes in household structure
While the proportion of households of each type,
and the proportion of individuals in each household type remained quite stable over this ten-year
period, for many individuals, their household
structure would have changed at least once during
this time. Some may have had household members
leave because of a relationship breakdown and
some may have had adult children leave the family
home. For others, the household structure may
have changed due to the death of a household
member. The household structure could also have
changed as new members join the household, for
example, due to the birth of a baby, the adoption
of a child, or a couple moving in together.

Table 1.1: Household type of individuals, 2001 to 2010 (%)
2001

2003

2006

2009

Couple family without children

20.8

21.2

21.4

20.8

2010
21.3

Couple family with children

51.7

51.4

51.8

52.2

52.9

Couple family with children aged under 15

37.2

36.7

36.5

35.7

36.0

Couple family with children aged 15 and over

14.5

14.6

15.3

16.5

16.9
12.1

Lone-parent household

11.6

12.3

12.0

12.0

Lone parent with children aged under 15

7.4

7.3

6.6

6.1

5.7

Lone parent with children aged 15 and over

4.2

5.0

5.4

5.9

6.4

Lone person

9.8

9.8

9.6

9.5

9.5

Group household

2.6

1.4

1.3

1.5

1.4

Other related family

1.2

1.4

1.2

1.2

1.0

Multi-family household

2.4

2.5

2.8

2.7

2.0

100.0

100.0

100.0

100.0

100.0

Total

Notes: Couple families and lone-parent households with children under 15 years of age may also have children aged 15 years and over in the household, while couple
families and lone-parent households with children aged 15 years and over only have children aged 15 years and over. Children aged 15 years and over may be dependent
(aged 15 to 24 years, studying full-time and not employed full-time) or non-dependent (aged 15 to 24 years and, if studying full-time, not employed full-time, or aged
25 years and over). A child can be any age, but cannot live with a partner or have a child of their own. Percentages may not add up to 100 due to rounding.
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changed to couple-with-children households, 17.5
per cent to couple-only households, and 12 per cent
to lone-parent households.

Changes in household structure at the individual
level between 2009 and 2010 are shown in Table 1.2.
In this period, couple families were the most stable,
with 91.0 per cent of individuals who were in a
couple-only household in 2009 remaining in that category in 2010, and 91.6 per cent of individuals in
couple-with-children households in 2009 still in that
household type in 2010. Of those who were no
longer in couple-only households, the most common
reason for the change was the addition of a child,
with 5.7 per cent of individuals who were in coupleonly households in 2009 changing to couple-withchildren households in 2010. Lone-parent households were also quite stable, with 85.2 per cent of
individuals who were living in lone-parent households in 2009 still living in a lone-parent household
in 2010. While 87.3 per cent of people who were
living alone in 2009 were still doing so in 2010, 8.3
per cent had moved in with a partner. Around 70 per
cent of individuals who were in ‘other related family’
households in 2009 were still in this type of household in 2010, while less than a half (47.1 per cent) of
those who were living in a group household in 2009
were still in the same situation in 2010. Of all the
household types, multi-family households were the
least static between 2009 and 2010, with only 37.9
per cent of individuals who were living in multifamily households in 2009 remaining in a multifamily household in 2010—31.6 per cent had

Clearly, it is much more likely that households will
change structure over a longer time-frame. Table 1.3
shows the changes in household structure over the
five-year period from 2005 to 2010. Compared to
the one-year period, the proportion of individuals
remaining in the same household structure after
five years is lower for each structure. In this
period, couple families were still the most stable,
with 75.1 per cent of individuals who were in a
couple-only household and 74.1 per cent of those
who were in a couple-with-children household in
2005 remaining in the same household structure
five years later. Around 15 per cent of those in
couple families without children in 2005 were in
couple families with children in 2010, while 11.4
per cent of those in couple families with children
in 2005 were in couple families without children
in 2010 (due to children leaving home or separation from partner and re-partnering).
Of those who were living in lone-parent households
in 2005, a little over a half (55.5 per cent) were in
the same situation in 2010, while 18.5 per cent
were now in couple-with-children households and
13.9 per cent were living alone. A somewhat higher
proportion of those living alone in 2005 were still

Table 1.2: Changes in household structure, 2009 to 2010 (%)
Household type in 2010
Household type
in 2009

Couple family Couple family
without children with children

Couple family
without children

Lone-parent
household

Lone person

Group
household

Other
related family

Multi-family
household

Total

0.2

2.0

0.7

0.0

0.4

100.0
100.0

91.0

5.7

Couple family
with children

3.3

91.6

2.2

1.7

0.1

0.0

1.0

Lone-parent household

1.7

6.5

85.2

4.6

0.3

0.8

0.9

100.0

Lone person

5.8

2.5

2.0

87.3

1.5

0.8

0.1

100.0

21.0

6.0

6.1

16.6

47.1

2.5

0.8

100.0

7.5

2.7

3.0

16.0

1.6

69.1

0.0

100.0

Multi-family household

17.5

31.6

12.0

1.0

0.0

0.1

37.9

100.0

Total

22.3

51.4

12.2

10.4

1.0

0.9

1.7

100.0

Group household
Other related family

Note: Percentages may not add up to 100 due to rounding.

Table 1.3: Changes in household structure, 2005 to 2010 (%)
Household type in 2010
Household type
in 2005

Couple family Couple family
without children with children

Lone-parent
household

Lone person

Group
household

Other
related family

Multi-family
household

Total

1.4

6.9

0.8

0.2

0.3

100.0

Couple family
without children

75.1

15.4

Couple family
with children

11.4

74.1

6.6

5.1

0.6

0.2

2.0

100.0

7.0

18.5

55.5

13.9

0.9

1.9

2.3

100.0

Lone person

12.0

9.5

3.1

72.9

1.5

0.6

0.4

100.0

Group household

26.4

9.9

2.5

36.6

23.4

1.2

0.0

100.0

Other related family

13.4

19.7

12.5

15.6

2.4

35.6

0.8

100.0

Multi-family household

14.8

38.9

21.1

3.5

0.0

0.9

20.7

100.0

Total

24.3

47.3

11.7

13.1

1.0

0.8

1.9

100.0

Lone-parent household

Note: Percentages may not add up to 100 due to rounding.
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doing so in 2010 (72.9 per cent), while 12.0 per cent
were now in couple-without-children households
and 9.5 per cent in couple-with-children households. The least common household structures also
tend to be the least static ones—of those individuals
in group, other related family and multi-family
households in 2005, only 23.4, 35.6 and 20.7 per
cent, respectively, remained in the same category in
2010. These sorts of living arrangements seem to be
temporary for the vast majority of people—for
example while studying at university.

Couple households tend to be the most stable in
both the one-year period and the five-year period
to 2010. The most common changes for couple
households arise from new children entering the
household, which changes a couple-only household into a couple-with-children household, and
adult children leaving home—resulting in a
change from a couple-with-children household to
a couple-only household. On the other hand, for
most people who live in group households, multifamily households and ‘other related’ households,
this appears to be a temporary situation.

Discussion
References

While the overall proportion of households of
each type, and the proportion of individuals living
in each type of household, changes very little from
year to year, approximately 12 per cent of individuals were living in a different household structure
in 2010 compared to 2009, and approximately 30
per cent had a different household arrangement in
2010 than they did in 2005.

2.

Australian Bureau of Statistics (2004) Household
and Family Projections, Australia, 2001 to 2026,
Catalogue No. 3236.0, ABS, Canberra.
de Vaus, D. (2004) Diversity and Change in
Australian Families: Statistical profiles, Australian
Institute of Family Studies, Melbourne.

Changes in marital status
Milica Kecmanovic

The HILDA Survey data show that 61.8 per cent of
Australians aged 15 years and over were legally
married or living in a de facto relationship in 2010,
25.7 per cent had never been married and were
not living with a partner, 7.5 per cent were separated or divorced and had not re-partnered, and
the remaining 4.9 per cent were widows or widowers.1 Table 2.1 summarises the changes in marital status among HILDA Survey respondents who
were interviewed in both 2009 and 2010.

higher proportion (8.4 per cent) of those who had
never married and were not in a de facto relationship in 2009 had either married or begun a de
facto relationship by 2010. However, while things
remained relatively stable during this 12-month
period, a lot more happens over a five-year
period, as is evident in Table 2.2 for the period
from 2005 to 2010.
In the five years from 2005 to 2010, the most stable
group was the widowed, with 93.8 per cent retaining that status in 2010. Of those who were married
in 2005, 92.2 per cent were still married in 2010. Of
those whose marital status in 2005 was divorced,
7.6 per cent had re-married by 2010 and a further
8.7 per cent were cohabiting with a partner. More
than one-quarter of people who were never married and not living with a partner in 2004 were
living with a spouse or partner in 2009—16.9 per

Most people (98.2 per cent) who were married
in 2009 were still married in 2010. Of those
who were in a de facto relationship in 2009, 9.4
per cent had married and 8.6 per cent were no
longer living with a partner by 2010. Of those who
had a marital status of ‘divorced’ in 2009, a small
proportion (5.5 per cent) had either married or
begun a de facto relationship by 2010. A slightly
Table 2.1: Changes in marital status, 2009 to 2010 (%)

Marital status in 2010
Legally married

De facto

Separated

Divorced

Widowed

Never married
and not de facto

Total

98.2

0.2

1.0

0.1

0.5

–

100.0

De facto

9.4

82.1

0.4

1.3

0.1

6.8

100.0

Separated

2.5

4.6

79.2

13.0

0.7

–

100.0

Marital status in 2009
Legally married

Divorced

2.5

3.0

1.8

91.4

1.3

–

100.0

Widowed

0.5

0.5

0.0

0.9

98.2

–

100.0

Never married and never de facto
Total

1.6

6.8

0.0

0.0

0.0

91.6

100.0

51.0

10.8

2.5

5.0

4.9

25.7

100.0

Note: Percentages may not add up to 100 due to rounding.
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cent had moved into a de facto relationship and
12.3 per cent were married.

been married previously. However, the reverse is
true for women—1.7 per cent of those who were
previously married had married between 2009 and
2010, compared to 4.3 per cent of those who were
not previously married.

The most volatile groups seem to be separated
people and those in de facto relationships. However,
most of the separated people who had changed marital status after 2005 had proceeded with a divorce,
and a large proportion (63.3 per cent) of the de
factos who changed status after 2005 got married.

Both men and women with higher levels of education were more likely to marry between 2009
and 2010—6.5 per cent of men and 7.5 of women
with university degrees got married, compared to
1.3 per cent of men and 1.0 per cent of women
who had not completed secondary education.
Similarly, higher earnings contributed to a higher
probability of getting married between 2009 and
2010, for both men and women—8.6 per cent of
men and 9.0 per cent of women in the highest
income quartile got married, while only 0.4 per
cent of men and 1.3 per cent of women in the
bottom quartile did. It follows that those working
full-time were more likely to have married than
those who were working part-time, were unemployed, or out of the labour force.

Who gets married and who separates?
Are people with particular personal characteristics
more likely to get married than others? What factors are associated with marital separation? The differences in the probability of getting married in the
year between 2009 and 2010 and in the five years
from 2005 to 2010, for men and women who were
not married at the time of their 2005 and 2009
interviews respectively, are shown in Table 2.3.
A little over 3 per cent of men and women who
were not married at the time of their 2009 interview
were married by 2010. The probability of getting
married was considerably higher among men and
women aged between 25 and 34 years compared to
individuals in other age groups, and also among
those who were living with a partner in 2009.

A higher proportion of individuals were married in
the five-year period from 2005 to 2010—15.0 per
cent of men and 14.1 per cent of women who
were not married in 2005 were married by 2010. As
was the case for the one-year period, the probability of getting married was highest among men and
women who were aged between 25 and 34 years
in 2005, the likelihood of getting married increased
with education level and income, and was considerably higher among those who were in full-time
employment in 2005 and those who were cohabiting in 2005. Having children and having been married previously seems to have a negative effect on
the likelihood of getting married for women, but
no such effect is observed for men. While 19.4 per
cent of women with no children in 2005 were married by 2010, around 14 per cent of those with children of married in this period. On the other hand,
a higher proportion of men with young children
(22.7 per cent) married in this period, compared to
those with no children or children over the age of
15 years (around 14 per cent). Furthermore, single
men who had been married at some stage prior to
2005 had the same likelihood of being married in
2010 as men who had never been married up to
2005. In contrast, only 7.3 per cent of women who

Being a parent in 2009 seems to have had an
impact on the likelihood of getting married by
2010, but only for men. Men with children under 15
years of age were considerably more likely to get
married than those without children—8.1 per cent
of men with children under 15 years of age got
married, compared to only 2.8 per cent of those
who had no children. On the other hand, 4.7 per
cent of women without children in 2009 and
4.9 per cent of those with children under 15 years
of age got married by 2010. Being born in a
non-English-speaking country also seems to have
a strong effect for men—7.2 per cent of men born
in non-English-speaking countries got married
between 2009 and 2010, compared to only 2.8 per
cent of men born in Australia and 2.0 per cent of
those born in mainly English-speaking countries.
Having been married previously increased the
probability of getting married for men—4.7 per cent
of those who were married previously got married
compared to 2.8 per cent of those who had not
Table 2.2: Changes in marital status, 2005 to 2010 (%)

Marital status in 2010
Legally married

De facto

Separated

Divorced

Widowed

Never married
and not de facto

Total

92.2

1.2

2.4

1.4

2.9

0.0

100.0

De facto

30.5

51.8

1.9

3.6

0.7

11.7

100.0

Separated

15.1

12.0

40.9

28.7

3.3

0.0

100.0

Divorced

7.6

8.7

2.9

78.3

2.5

0.0

100.0
100.0

Marital status in 2005
Legally married

Widowed

1.5

1.1

0.6

2.6

93.8

0.5

Never married and never de facto

12.3

16.9

0.3

0.1

0.0

70.4

100.0

Total

55.3

10.7

2.6

6.1

5.6

19.8

100.0

Note: Percentages may not add up to 100 due to rounding.
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Table 2.3 Probability of getting married, 2009 to 2010, and 2005 to 2010 (%)
Persons not married in 2009:
Percentage married by 2010
All

Persons not married in 2005:
Percentage married by 2010

Men

Women

Men

Women

3.2

3.3

15.0

14.1

Age group (years)
15–24

0.7

2.3

10.8

17.3

25–34

8.3

8.8

27.7

28.4

35–44

4.3

4.7

17.9

10.5

45–54

3.8

1.7

8.2

8.6

55 and over

0.6

0.5

5.0

1.4

Children
No children

2.8

4.7

14.8

19.4

Youngest child aged 0–14

8.1

4.9

22.7

14.5

Youngest child aged 15 and over

2.8

3.0

14.4

14.0

Country of birth
Australia

2.8

3.2

14.3

14.0

Main English-speaking countries

2.0

4.0

11.0

15.0

Other countries

7.2

3.4

22.2

14.0

Highest level of education
Year 11 or below

1.3

1.0

6.4

6.1

Year 12

2.0

2.9

14.2

17.2

Certificate or diploma

4.7

4.1

18.5

15.7

Bachelor degree or higher

6.5

7.5

29.5

26.7

Annual income
Lowest quartile

0.4

1.3

8.3

13.1

2nd quartile

3.2

3.9

16.3

19.0

3rd quartile

5.8

6.6

25.3

23.9

Highest quartile

8.6

9.0

26.7

24.6

Employment status
Employed full-time

5.3

7.1

21.7

24.5

Employed part-time

1.0

1.5

9.9

14.3

Unemployed

0.3

0.7

6.6

4.4

Not in the labour force

0.7

1.6

4.5

6.2

Yes

4.7

1.7

15.0

7.3

No

2.8

4.3

15.0

18.5

Yes

9.5

9.3

31.6

29.4

No

1.5

1.7

10.8

10.5

Previously married

Cohabiting in 2009/2005

been previously married in 2005 were married in
2010, compared to 18.5 per cent of those who had
not been previously married.
The country of birth does not appear to have an
effect on the probability of marriage for women,
while men from non-English-speaking countries
had the highest likelihood of marrying from 2005
to 2010, followed by Australian-born men and
those born in mostly English-speaking countries.
Table 2.4 examines the characteristics of those who
were married in 2005 but had separated or divorced
by 2010. Among those who were married in 2005,
3.5 per cent of men and 4.0 per cent of women
reported being either separated or divorced in
2010. For both men and women, the probability of
marriage breakdown was highest in the 25 to 34
years age group and lowest in the 55 years and
over age group. Men and women who had children
under the age of 15 years in 2005 were more likely
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to have ended their marriage by 2010 than those
who had children over the age of 15 years and
those who had no children. Men and women born
in non-English-speaking countries were less likely
to have separated or divorced in this period, compared to those born in Australia and those born in
mostly English-speaking countries.
For men, the probability of their marriage ending
increased with their annual income, from 2.8 per
cent for those in the lowest income quartile to 4.1
per cent for those in the highest income quartile.
For women, the probability of separation or divorce
is highest in the second and highest income quartiles. In terms of labour force status, unemployed
men and women had the highest probability of
separation or divorce. Having been previously
married and having parents who had divorced or
separated is associated with higher rates of marriage breakdown for both men and women. The
probability of separation or divorce was also higher
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Men

Women

3.5

4.0

relationship at 8 or higher out of 10 in 2005 were
separated or divorced by 2010, compared to around
5 per cent of those who rated their relationship satisfaction at 5 to 7 out of 10, and 19.1 per cent of
men and 13.4 per cent of women whose relationship satisfaction in 2005 was less than 5 out of 10.

15–24

3.8

4.6

Concluding comments

25–34

6.0

5.5

35–44

7.1

8.2

45–54

2.7

3.6

55 and over

1.0

0.4

No children

3.9

3.2

Youngest child aged 0–14

5.9

7.4

Youngest child aged 15 and over

2.1

2.1

Australia

3.9

4.6

Main English-speaking countries

3.8

4.2

Other countries

2.0

2.1

Year 11 or below

4.1

3.4

Year 12

4.9

5.4

Certificate or diploma

2.9

4.5

Bachelor degree or higher

3.3

3.8

This chapter has given a brief overview of marital
status dynamics and the demographic groups most
likely to get married (conditional on initially being
unmarried) and to separate (conditional on initially being married). Over a five-year period, a
considerable number of people change marital
status. As might be expected, people aged 25 to
34 years are the most likely to get married; but
interestingly, among those married, this age group
also has the highest probability of separation or
divorce. A number of other differences across
socio-demographic groups in probabilities of marriage and separation/divorce are also evident.
Particularly notable is that higher-income single
men are more likely to get married than lowerincome single men, but higher-income married
men are also more likely to separate or divorce
than lower-income married men.

Lowest quartile

2.8

3.9

2nd quartile

3.3

4.6

3rd quartile

3.5

3.4

Highest quartile

4.1

4.6

Employed full-time

3.9

5.2

Employed part-time

2.8

3.4

Unemployed

4.0

8.6

Not in the labour force

2.7

3.5

Table 2.4: Probability of separation or divorce
—Proportion of persons married in 2005 who had
separated or divorced by 2010 (%)
All
Age group (years)

Children

Country of birth

Highest level of education

Annual income

Endnotes
1

Previous volumes of this report have shown that there
was very little change in these proportions over the nine
years from 2001 to 2009.

2

Many studies (e.g. de Maris and Rao, 1992; Hall and Zhao,
1995; de Vaus et al., 2003) have found that premarital
cohabitation increases the risk of marriage breakdown and
have attributed this difference to a selection effect. That is,
those who do not cohabit before marriage are more conventional in their attitudes toward marriage and therefore
are less likely to separate or divorce. Hewitt and de Vaus
(2009) find that, as cohabiting before marriage has
become much more commonplace, the difference in the
likelihood of separation between those who do not live
together before marrying and those who do has become
less significant, and for marriages that occurred after 1988,
non-cohabitors have an increased risk of separation.

Employment status

Previously married
Yes

3.5

4.0

No

0.7

0.8

Parents divorced or separated
Yes

5.9

5.8

No

3.2

3.7

Cohabited before marriage
Yes

5.2

7.0

No

2.2

2.1

Relationship satisfaction
Low (0–4)

19.1

13.4

Medium (5–7)

4.6

5.1

High (8–10)

2.4

3.0

Less than 2 years

3.8

4.3

Husband 2 – < 5 years older

2.9

2.9

Husband 5 or more years older

4.4

4.1

Age difference

Wife 2 – < 5 years older

2.1

5.6

Wife 5 or more years older

3.4

7.7

among those who had lived together before marrying compared to those who had not.2
Not surprisingly, the likelihood of a marriage ending
is higher among those who reported low levels of
relationship satisfaction in the previous year for both
men and women. Only around 3 per cent of men
and women who rated their satisfaction with their
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3.

Parenting and paid work
Milica Kecmanovic and Roger Wilkins

While many parents will tell you that their family
is the most important thing in their life, the majority would also agree that being a parent can
sometimes be stressful. This stress may be a result
of becoming a new parent, finding adequate
child care, taking care of ill children or children
with a disability, parenting adolescents or
teenagers, troubles getting along with stepchildren, restrictions on the amount of time
available for personal relationships, socialising
and leisure activities without the children, costs
of raising children and other cost of living pressures, or just the daily stresses associated with
being a parent. In particular, parents who juggle
work and family may experience more stress in
dealing with these issues, while having a family
may in turn impact on parents’—particularly mothers’
—labour force status.

full-time employment. Partnered mothers are most
often in part-time employment, while a relatively
high percentage of lone mothers are out of the
labour force.
The trends observed over the last ten years are also
quite different across parent types. The proportion
of partnered fathers in all labour force statuses has
been very stable. A moderate increase in full-time
employment is observed for partnered mothers;
from 25.1 per cent in 2001 to 29.0 per cent in 2010.
This was accompanied by a decrease in the proportion of partnered mothers who were not in the
labour force, while part-time employment and
unemployment for this group has not changed
very much. In terms of lone fathers, there was a
decrease in both the proportion employed full-time
and those unemployed, while there was a significant increase in the proportion of lone fathers who
were not in the labour force over the last ten years.
On the other hand, there was an increase in fulltime employment among lone mothers from 26.6
per cent in 2001 to 30.4 per cent in 2010. The proportion of lone mothers employed part-time has
remained stable, while the proportion not in the
labour force has declined.

Table 3.1 presents the labour force status of
parents, by gender and marital (or partnered)
status, over the last ten years. Large differences in
labour force status by parent type are evident.
Partnered fathers have the highest rate of full-time
employment, followed by lone fathers. Both partnered and lone mothers have very low rates of

Table 3.1: Labour force status by parent type (%)
2001

2003

2006

2009

2010

Partnered father
Employed full-time

65.8

66.3

66.3

67.0

66.8

Employed part-time

12.5

12.6

11.9

12.7

13.0

Unemployed
Not in the labour force

5.0

4.1

3.1

4.5

4.2

16.7

17.0

18.7

15.8

16.0

Partnered mother
Employed full-time

25.1

24.9

28.6

27.7

29.0

Employed part-time

35.1

35.9

36.9

38.6

37.0

Unemployed
Not in the labour force

3.8

3.3

2.8

2.9

3.2

36.0

35.9

31.7

30.3

30.8

Lone father
Employed full-time

47.8

45.2

45.7

39.9

42.8

Employed part-time

15.4

17.5

18.9

17.0

14.7

Unemployed

11.6

8.5

6.4

7.1

5.9

Not in the labour force

25.3

28.7

29.1

35.9

36.5

Lone mother
Employed full-time

26.6

27.0

31.6

30.2

30.4

Employed part-time

23.4

26.1

24.8

24.9

23.5

Unemployed
Not in the labour force

6.9

5.3

4.1

5.0

5.8

43.1

41.6

39.5

39.8

40.3

Table 3.2: Parenting stress by gender and marital status, 2010 (means of 1–7 scale)
Employed full-time

Employed part-time

Unemployed

Not in the labour force

Partnered father

3.17

3.21

3.73

3.05

Partnered mother

3.36

3.48

3.55

3.69

Lone father

3.30

3.75

3.91

4.08

Lone mother

3.56

3.50

3.31

4.01
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In each year of the HILDA Survey, individuals with
parenting responsibilities for children aged 17 years
or younger are asked how strongly they agree or
disagree with four statements related to parenting
stress like, ‘I feel trapped by my responsibilities as a
parent’ and ‘I find that taking care of my child is
much more work than pleasure’. The response
scale runs from 1 (strongly disagree) to 7 (strongly
agree). Table 3.2 reports a measure of parenting
stress calculated by taking the average of the
responses to these statements in 2010, by labour
force status, for lone parents and parents who
have a spouse or partner.
Lone parents generally report higher levels of parenting stress compared to partnered parents.
Among partnered parents, mothers report higher
parenting stress levels in each labour forces status,
except for ‘unemployed’; partnered fathers in this
category report more stress than mothers. On the
other hand, lone fathers report higher stress levels
than lone mothers for each labour force status
except full-time employment. Interestingly, the figures in this table would suggest that all parents,
except lone mothers, who are in full-time employment experience lower levels of parenting stress
compared with those in part-time employment, and
especially those who are not employed. However,

parents, especially mothers, who are in full-time
employment may also be more likely to have older
children, which may in turn be associated with
lower levels of parenting stress. This is explored in
Table 3.3.
As Table 3.3 shows, the relationship between the
age of the youngest resident child and the level of
parenting stress is complex. For partnered mothers
and fathers who are working full-time, the level of
parenting stress appears to decrease with the age
of the youngest child. However, no clear pattern is
observed for partnered parents who are unemployed or out of the labour force. For lone mothers, the level of parenting stress seems to peak
around the time when the youngest child is
between the ages of five and eight years, for those
who are employed full-time and those who are
not working. Lone mothers who are working parttime report highest levels of parenting stress when
the youngest child is less than two years old.
Interestingly, partnered mothers who work fulltime tend to report lower levels of parenting stress
compared to mothers with children of the same
age who work part-time or do not work at all. The
only exceptions are when the youngest child is less
than two years old—unemployed mothers report

Table 3.3: Mean parenting stress by age of youngest resident child, 2010 (1–7 scale)
Employed full-time

Employed part-time

Unemployed

Not in the labour force

Partnered father

3.27

3.23

3.19

3.47

Partnered mother

3.62

3.68

3.23

3.60

Lone father

–

–

–

–

Lone mother

–

3.79

3.70

3.85

Partnered father

3.26

3.24

3.39

3.38

Partnered mother

3.48

3.77

3.59

3.89

Lone father

–

–

–

–

Lone mother

2.64

3.75

2.55

3.86

Partnered father

3.28

3.40

4.73

2.09

Partnered mother

3.45

3.59

3.82

3.75

Lone father

*2.67

*4.21

*2.50

*3.91

Lone mother

4.17

3.65

4.01

4.42

Partnered father

3.20

3.69

3.38

2.72

Partnered mother

3.30

3.22

3.85

3.54

Lone father

*3.01

*3.75

*7.00

*2.75

Lone mother

3.61

3.23

2.27

4.18

Partnered father

2.89

2.50

3.63

3.28

Partnered mother

3.20

3.20

3.31

3.72

Lone father

3.47

*4.00

*4.72

3.42

Lone mother

3.48

3.47

*2.20

3.72

Partnered father

2.56

*3.50

*3.74

*3.80

Partnered mother

3.00

3.23

*4.75

*2.96

Lone father

3.63

–

–

*4.63

Lone mother

3.25

3.07

*3.50

*4.22

Youngest child aged less than 2

Youngest child aged 2–4

Youngest child aged 5–8

Youngest child aged 9–12

Youngest child aged 13–16

Youngest child aged 17

Note: * Estimate not reliable.
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the lowest stress levels in this category—and when
the youngest child is aged 9 to 12 years, where
partnered mothers who work part-time report the
lowest stress levels. Lone mothers on the other
hand tend to report lower levels of parenting stress
when they are unemployed or working part-time,
but not when they are out of the labour force.
Child care use by working parents
Issues related to child care have become more
important over the last several decades. Changes in
female employment patterns and changes in family
structures—a growing number of lone-parent families—have created a growing need for child care
that is accessible, appropriate and affordable. Most
Australian families are eligible for some form of
subsidy towards the cost of child care, either in the
form of the Child Care Benefit, a means-tested benefit which directly reduces the cost of child care, or
the Child Care Rebate (formerly the Child Care Tax

Rebate), which allows parents who meet the work
or study criteria to claim back a proportion of their
out-of-pocket child care expenses.1
The availability of quality child care is likely to be
even more important for working parents, and in
this context child care should be seen as an essential factor that supports labour force participation of
parents. Table 3.4 presents estimates for 2010 of the
proportion of families with children under 13 years
of age who used child care while undertaking paid
work. Both formal care, such as provided by a child
care centre, and informal care, such as provided by
grandparents, are included in the definition of child
care. The table shows that both parents were
employed in 54.2 per cent of couple households
with children under 13 years of age, and 58.8 per
cent of lone parents with children under 13 years of
age were employed. Child care is used while the
parents were undertaking paid work in 67.1 per
cent of couple households in which both parents

Table 3.4: Employment and child care use of households with children under 13 years of age, 2010 (%)
Percentage
Couple families
Proportion of all families with children under 13 years of age that are couple families

82.3

Proportion of couple families with children under 13 years of age that have both parents employed

54.2

Proportion of couple families with children under 13 years of age and with both parents employed that use child care
while undertaking paid work

67.1

Lone-parent families
Proportion of all families with children under 13 years of age that are lone-parent families

17.7

Proportion of lone-parent families with children under 13 years of age that have the parent employed

58.8

Proportion of lone-parent families with children under 13 years of age and the parent employed that use child care
while undertaking paid work

66.3

Table 3.5: Types of work-related child care used by households that used work-related child care, 2010 (%)
For school-aged children
During term time

During school holidays

For children not
yet at school

Me or my partner

36.3

58.9

31.3

The child’s brother or sister

13.5

11.4

1.0

Child looks after self

15.7

10.1

–

Child comes to my workplace

2.2

3.5

–

Child’s grandparent who lives with us

2.1

2.7

2.8

22.9

35.3

33.7

1.1

1.2

2.5

12.8

17.3

12.9

Informal child care

Child’s grandparent who lives elsewhere
Other relative who lives with us
Other relative who lives elsewhere
A friend or neighbour coming to our home
A friend or neighbour in their home
A paid sitter or nanny
Any informal care

3.5

1.7

1.6

10.5

11.0

4.7

4.7

2.8

5.6

84.4

92.9

70.2

Formal child care
Family day care

3.9

3.4

19.6

26.7

–

–

Vacation care

–

21.3

–

Long day care at workplace

–

–

6.3

Formal outside of school hours care

Private or community long day centre

–

–

34.1

Kindergarten/pre-school

–

–

10.9

33.3

24.7

66.2

Any formal care

Notes: Multiple-response question; columns therefore do not add to 100. Population comprises all households with children under 13 years of age who used
work-related child care.
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Types of child care
In this report, we distinguish between work-related
and non-work-related child care, and between formal
and informal child care. Work-related child care is child
care which is used while the parents are at work. Nonwork-related child care refers to child care that is used
while the parents did non-work activities, including
study. Formal care refers to regulated care away from
the child’s home, such as before or after school care,
long day care, family day care, and occasional care.
Informal child care refers to non-regulated care,
arranged by a child’s parent or guardian, either in the
child’s home or elsewhere. It includes (paid or unpaid)
care by siblings, grandparents, other relatives, friends,
neighbours, nannies and babysitters.

are employed, and 66.3 per cent of employed lone
parents use child care while working.
Table 3.5 shows the types of work-related child
care used by households using such care in 2010,
where ‘work-related’ child care is defined as care
used while parents undertake paid work. Of those
households where work-related child care was
used for school-aged children during term time,
36.3 per cent were cared for by one of the parents
during term time and 22.9 per cent by the child’s
non-resident grandparents. Of those households
using work-related child care during school holidays, care was provided by one of the parents in

58.9 per cent of households, and by non-resident
grandparents in 35.3 per cent of households. In
terms of formal child care arrangements, 26.7 per
cent of households using child care during term
time used formal outside of school hours care, and
21.3 per cent of households using child care
during school holidays used vacation care.
For parents of children not yet at school who used
child care, use of formal child care was more
prevalent, with 66.2 per cent of households using
formal care. By comparison, among households
using care during term time for school-aged children, 33.3 per cent used formal care; among
households using care during school holidays for
school-aged children, 24.7 per cent used formal
care. The most common form of care used by
households with children not yet at school was a
private or community long day centre. In terms of
more informal arrangements, in 33.7 per cent of
these households the grandparents looked after the
children, and in 31.3 per cent of households one of
the parents looked after the children.
Endnote
1

When the Child Care Tax Rebate was introduced in July
2004, parents were able to claim back 30 per cent of
their child care expenses. On 1 July 2008, the rebate was
increased to 50 per cent of out-of-pocket expenses for
approved child care costs, capped at $7,500 per child
per year for eligible families. The name of the rebate
was changed to the Child Care Rebate in 2009.
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Incomes and Economic Wellbeing
Study of the distribution of incomes, and how incomes of individuals change over time, is integral to
understanding the economic fortunes of the Australian population. Arguably, the HILDA Survey has the
capacity to provide more information on this key dimension of economic life of Australian households
than any other data source. Each year, every respondent is asked to report their personal income
received from each of a variety of sources, including employment, government benefits, businesses and
investments. This information is then aggregated for each individual to obtain total personal income,
which is in turn then aggregated across all household members to obtain household income. By taking
this approach—as opposed to simply asking a member of the household to report total household
income—the accuracy of the income data is improved, and we are also able to examine individual
income components, such as individuals’ wage and salary incomes. Moreover, as the number of waves
of data grows, we obtain a picture of the evolution of individuals’ and households’ incomes over an
increasingly long time-frame.
This is not to argue that the HILDA Survey provides the best evidence about current levels and recent
trends in incomes. The regular income surveys conducted by the Australian Bureau of Statistics (ABS)
include very detailed questions on individual and household incomes and also have very high response
rates. For example, the percentage of households approached that responded in full or in part to the
Survey of Income and Housing was 78 per cent in 2003–04, 81 per cent in 2005–06, 84 per cent in 2007–
08 and 81 per cent in 2009–10 (ABS, 2006, 2007, 2009, 2011). As explained in the introduction to this
report, the HILDA Survey has a slightly lower response rate and unavoidably suffers some respondent
attrition. HILDA questions on income are much more detailed than in most academic surveys, but are
slightly less detailed than the questions in the ABS income surveys. The small biases in the HILDA Survey
results on income, and the extent to which respondent attrition is related to income, are analysed in
Watson and Wooden (2004). Note that average household incomes obtained by the HILDA Survey have
tended to be higher than obtained by the ABS surveys, but the gap is less than 5 per cent in most years
for which comparisons are available.
In addition to detailed income data, the HILDA Survey regularly collects other information relevant to
assessment of economic wellbeing. In every wave, the HILDA Survey has collected information on components of household expenditure, although it was not until Wave 5, when a battery of expenditure
questions were included in the self-completion questionnaire, that relatively comprehensive household
expenditure data were collected. The expenditure questions in the self-completion questionnaire were
modified in Wave 6 and have since been administered in every wave. In total, 29 components of household expenditure are obtained each year, which Wilkins and Sun (2010) estimate account for 75 to 80
per cent of total household expenditure. Similar to income, the ABS produces better cross-sectional data
on household expenditure, collecting data that are both more detailed and more comprehensive in its
six-yearly Household Expenditure Survey, most recently conducted in 2009−10. However, the HILDA
Survey provides the only nationally representative longitudinal data on household expenditure in
Australia, and is also the only source providing nationally representative data on an annual basis.
Completing the set of households’ ‘financial accounts’ is the wealth data, first collected in 2002, and since
collected in 2006 and 2010. This consists of 16 asset components and 14 debt components, mostly
obtained at the household level in the household questionnaire. The ABS has also introduced wealth
questions into its income surveys since 2003−04 (excluding the 2007−08 survey), again providing good
cross-sectional, but not longitudinal, information.
As well as objective financial data, information on the experience of financial stress, on the ability to raise
funds ($2,000 up until Wave 8 and $3,000 since Wave 9) at short notice and the perceived adequacy of
household income has been collected in the self-completion questionnaire in every wave. Furthermore,
respondent assessments of their satisfaction with their financial situation have been obtained in the personal interview in every wave to date.
In this section we present analyses of economic wellbeing drawing on the annually-collected financial
data. Chapter 4 focuses on the distribution and dynamics of household income, Chapter 5 focuses on
income poverty, and Chapter 6 examines the household expenditure data. As previously noted, Wave
10 saw data collected by the HILDA Survey on household wealth for the third time, the previous two
occasions being in 2006 and 2002. Four articles in Part B of this report draw on this wealth data, respectively examining the distribution and dynamics of: household net wealth; the composition of household
wealth; home (owner-occupied housing) wealth; and household debt. In addition, the chapter on the
distribution of income (Chapter 4) includes an analysis of the association between household income
and household wealth, and the chapter on income poverty (Chapter 5) examines the distribution of
wealth among households in income poverty.
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4.

Income levels and income mobility
Roger Wilkins

Income levels and living standards
Mean and median household annual incomes in
each year of the HILDA Survey are presented in
Table 4.1, adjusted for inflation using the Consumer
Price Index expressed at December quarter 2010
prices. The estimates are for ‘disposable’ income,
which is total income from all sources, including
government benefits, after deduction of income
taxes. The household is the unit of observation,
meaning that each household contributes one
‘observation’ to the calculation of the mean and the
median. Note that, as is the case elsewhere in this
report, when referring to annual periods, the relevant period is the financial year that ended in the
indicated year. For example, annual income estimates for 2001 relate to the 2000–01 financial year
(from 1 July 2000 to 30 June 2001).
Average household incomes grew quite strongly for
the in-scope population between 2003 and 2009,

with mean household annual disposable income
expressed at December 2010 prices increasing by
approximately $17,460, or $2,910 per year, and the
median increasing by $16,244. In the absence of
substantial changes to household composition over
the period—and the last two columns of Table 4.1
would indicate there has been little change—this
translates to a significant increase in average material living standards over this period. Significantly,
average household income grew substantially
between 2008 and 2009, despite the economic
downturn that began in the later months of 2008.
Volume 7 of this report showed that an important
factor in this growth was the range of ‘bonus’ payments made to households in late 2008 and early
2009 as part of the Australian Government’s fiscal
stimulus package. Indeed, between 2009 and 2010,
when economic conditions had improved, the
absence of these payments meant that mean
household income increased only slightly, from

Household income
The main household income measure examined in this report is ‘real household annual disposable income’. Household annual
disposable income is the combined income of all household members after receipt of government pensions and benefits and
deduction of taxes in the financial year ended 30 June of the year of the wave (e.g. 2001 in Wave 1). This is then adjusted for
inflation—the rise in the general price level in the economy—using the ABS Consumer Price Index, so that income in all waves
is expressed at December 2010 prices, to give real income. Since prices tend to rise over time, the income statistics we present are higher than what would be obtained by using incomes actually reported by sample members.
Note that HILDA Survey respondents do not actually report their disposable income; rather, each respondent is asked how
much income they received from each of a number of sources, including employment, government benefits, investments
and any businesses they own. Most respondents report gross (before-tax) values for these components. The disposable
income of each respondent is therefore calculated by HILDA data managers by estimating the income tax payable by the
respondent and subtracting this from the respondent’s total income from all sources. Disposable incomes of all household
members are then added together to obtain the respondent’s household disposable income. Wilkins (2009) provides
details on the methods used to calculate disposable income.
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$76,340 to $76,992, and the median income actually
declined in real terms by $1,047.

Equivalised income

The third column of Table 4.1 shows the estimated
number of households in Australia in Wave 10 is
8.47 million. Multiplying this by the mean household income implies total household disposable
income of approximately $652 billion in the 2009–
10 financial year. Australian Bureau of Statistics
(ABS) national accounts data for this period put
household disposable income at approximately
$799 billion at December 2010 prices (Catalogue
No. 5204.0). The difference between the two data
sources is to some extent accounted for by differences in the in-scope population. The HILDA figures relate to 21.8 million people, whereas the
total Australian population was 22.1 million at the
time Wave 10 was conducted.

Equivalised income is a measure of material living standards, obtained by adjusting household disposable
income for the household’s ‘needs’. Most obviously, a
household of four persons will require a higher household income than a lone-person household for each
household member to achieve the same living standard
as the lone-person household. There are, however, many
factors other than household size that could also be
taken into account in determining need. These include
the age and sex of household members, health and disability of household members (since poor health and/or
disability increase the costs of achieving a given standard of living), region of residence (since living costs
differ across regions) and home-ownership status (since
the income measure does not usually include imputed
rent for owner–occupiers).

Table 4.2 considers the distribution of household
income, taking into account potential changes to
household composition by examining ‘equivalised’
income per person. (See the box on this page for an
explanation of how equivalised income is calculated.) As well as presenting estimates for equivalised
income, Table 4.2 also differs from Table 4.1 by treating the individual as the unit of observation. Every
person is assigned an income—the equivalised
income of that person’s household—and the distribution of incomes across all individuals is examined. Persons from the same household are assigned
the same equivalised income, on the implicit
assumption that income is equally shared among
household members. The result is that a four-person
household contributes four observations, whereas a
two-person household only contributes two observations. The rationale for this approach is that what
matters for understanding the distribution of individuals’ access to economic resources is not the distribution of income across households, but rather the
distribution of income across people. For example,
if the poor tend to live in larger households, the proportion of households that are poor will be lower
than the proportion of people who are poor. It is the
latter quantity that is relevant, since our interest is in
the wellbeing of people rather than households.
Average income levels are described by the mean
and median, while inequality in the income distribution is described by the ratio of the 90th percentile

In practice, it is common for adjustment of income to be
based only on the number of adult and child household
members, achieved by an equivalence scale. In this
report, we have used the ‘modified OECD’ scale
(Hagenaars et al., 1994), which divides household
income by 1 for the first household member plus 0.5 for
each other household member over 15 years of age, plus
0.3 for each child under 15. A family comprising two
adults and two children under 15 years of age would
therefore have an equivalence scale of 2.1 (1 + 0.5 + 0.3
+ 0.3), meaning that the family would need to have an
income 2.1 times that of a lone-person household in
order to achieve the same standard of living. This scale
recognises that larger households require more income,
but it also recognises that there are economies of scale
in ‘household production’ (e.g. the rent on a twobedroom flat is typically less than twice the rent on an
otherwise comparable one-bedroom flat) and that children require less than adults. Each member of a household is assigned the same equivalised income, the
implicit assumption being that all household income is
pooled and then shared equally.

to the median (p90/p50), the ratio of the median
to the 10th percentile (p50/p10) and the Gini coefficient. The 90th percentile is the income of the
individual who has 10 per cent of individuals with
higher incomes and 90 per cent with lower incomes.
The 10th percentile is the income of the individual
who has 90 per cent of individuals with higher
incomes and 10 per cent with lower incomes. The

Table 4.1: Household annual disposable incomes (December 2010 prices)
Mean ($)

Median ($)

Number of households

Number of persons

2001
2002
2003
2004
2005
2006
2007
2008
2009

59,395
59,431
58,880
61,203
64,410
68,093
70,712
73,903
76,340

50,894
51,507
51,118
52,846
56,046
58,373
61,179
63,658
67,362

7,425,697
7,535,509
7,630,313
7,696,203
7,792,815
7,917,587
8,049,252
8,184,394
8,342,004

18,986,818
19,218,072
19,454,807
19,684,566
19,955,825
20,265,863
20,634,375
21,069,248
21,495,651

2010

76,992

66,315

8,465,245

21,814,368
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Table 4.2: Distribution of individuals’ equivalised household disposable income (December 2010 prices)
Mean ($)

Median ($)

p90/p50

p50/p10

Gini coefficient

2001
2002
2003
2004
2005
2006
2007
2008
2009

35,432
35,506
35,447
36,531
38,346
40,475
42,515
43,798
45,470

31,118
31,238
31,517
32,652
34,027
35,557
37,496
38,343
40,948

1.95
1.93
1.87
1.87
1.90
1.94
1.91
1.92
1.86

2.15
2.12
2.11
2.18
2.10
2.10
2.19
2.15
2.19

0.313
0.311
0.305
0.305
0.302
0.305
0.314
0.309
0.302

2010

45,540

39,980

1.91

2.14

0.311

Gini coefficient is an overall measure of inequality
that ranges from zero, where everyone has the
same income, to one, where one individual has all
the income.
As expected, growth in the average level of
incomes since 2003 is robust to the move to equivalised incomes and the individual as the unit of
analysis, as there have been only modest changes
in household composition of the population over
this period. Broadly speaking, income growth
appears to have been something of a ‘rising tide
lifting all boats’, with the three measures of
inequality presented in Table 4.2 showing little net
change between 2001 and 2010; that is, income
growth has applied equally to low-, middle- and
high-income persons.
Figure 4.1 compares median incomes across eight
family types: non-elderly couples, defined to be
couples (married or de facto) without dependent
children with at least one member of the couple

under 60 years of age; couples with at least one
dependent child living with them; lone parents
living with at least one dependent child; nonelderly single males (aged under 60 years); nonelderly single females; elderly couples, where
both persons are over 60 years of age; elderly
single males (aged 60 years and over); and elderly
single females. Note that some households will
contain multiple ‘families’. For example, a household containing a non-elderly couple living with a
non-dependent son will contain a non-elderly
couple family and a non-elderly single male. All
members of this household will, of course, have
the same equivalised income.
A reasonably consistent ordering of median
incomes by type of family is evident across the ten
waves of the survey, ranging from single elderly
persons at the bottom to non-elderly couples without dependent children at the top. It also appears
that there are three broad ‘clusters’ of family types:
non-elderly couples without dependent children,

Figure 4.1: Median equivalised income by family type
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55,000

Non-elderly couple

Non-elderly single male
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who have the highest incomes; couples with children and non-elderly single persons, who have
middle-level incomes; and lone-parent families
and elderly people, who have low incomes. All
family types have experienced growth in median
incomes over the full period, although the extent
of growth varies somewhat.
Moving towards a measure of ‘permanent’ income
Friedman’s (1957) permanent income hypothesis
implies that what is important to an individual’s
living standard is not current income, but rather
‘permanent’ or (anticipated) lifetime income.
Current income is affected by lifecycle stage and
by transitory fluctuations and therefore is often not
a good measure or reflection of permanent
income. Of course, in practice, the stage of life at
which income is received also matters, particularly
since there is always uncertainty about future
income streams. But the permanent income concept is nonetheless relevant and implies that even
income measured over a one-year interval may
provide a misleading picture because of short-term
fluctuations. Income may be temporarily high or—
likely more often—temporarily low.
We can go some way to overcoming the limitations
of current income using the HILDA Survey data.
The longitudinal structure of the data allows us to
construct measures of income over longer intervals
of time than is typically possible using crosssectional household surveys. We can potentially
obtain a much clearer picture of the resources to
which an individual has access by examining
income over multiple years.
In Table 4.3, the distributions of two-, five- and tenyear equivalised incomes are presented. Income is
calculated for each individual as the mean of equivalised income (adjusted for inflation) over the relevant interval. This has the effect of allowing for
changes to household composition over time—for
example, if total household income over the period
was divided by the equivalence scale that prevailed
in the first year, it could be misleading if the
individual’s household changed during the period
examined. A further possible adjustment is to apply

a discount rate to income, since a dollar received
today is worth more than a dollar received tomorrow. This is not undertaken.
Consistent with the presence of temporary fluctuations and lifecycle trends in incomes, there is less
inequality in the distribution of income the longer
the time-frame over which income is measured.
Nonetheless, the degree of inequality in ten-year
income is only marginally less than inequality in
annual income. There are thus many persistently
high-income persons and many persistently lowincome persons. Study of the characteristics of
those with low income over the full ten-year
period would in particular reveal important information about the identities of the long-term poor.
Income changes and income mobility
Income changes
The cross-sectional snapshots considered in
Tables 4.1 and 4.2 and Figure 4.1, and even Table
4.3, tell us little about what is happening to individuals over time. While many people must be
experiencing increases in income, it may also be
that some people have experienced declines in
income, or at least only small increases. The longitudinal structure of the HILDA Survey allows us to
directly examine individuals’ experiences of
income changes. We do this in Table 4.4, which
presents median changes in income by initial
location in the income distribution. To do this, we
divide the population into equal 20 per cent
groupings giving 5 quintiles such that quintile 1 is
the lowest income group and quintile 5 the highest income group. We then calculate the median
change in income for individuals in each of these
quintiles. Median changes are expressed as percentages of the median of the initial quintile. For
example, the median change in income of those
initially in the first quintile is expressed as a percentage of the 10th percentile, which is the midpoint of the first quintile.
Considerable effort is made to collect accurate
income data in the HILDA Survey, reflecting the
importance of income to living standards. However,

Table 4.3: Distribution of annual income measured over time-frames longer than one year (December 2010 prices)
Two-year income
2001 and 2002
2003 and 2004
2005 and 2006
2007 and 2008
2009 and 2010
Five-year income
2001–2005
2003–2008
2005–2009
2006–2010
Ten-year income
2001–2010

16

Mean ($)

Median ($)

p90/p50

p50/p10

Gini coefficient

70,737
71,536
78,626
85,585
90,452

63,089
64,487
70,242
75,856
80,714

1.86
1.84
1.85
1.88
1.87

2.05
2.04
2.03
2.09
2.09

0.295
0.291
0.290
0.301
0.295

182,432
192,491
209,717
216,303

166,018
174,388
191,042
193,871

1.77
1.78
1.78
1.83

1.97
1.92
1.98
1.99

0.273
0.275
0.275
0.277

401,197

370,341

1.71

1.92

0.260
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this does not mean all components of income are
measured, or that those components that are measured are done so without error. Although measurement error in income afflicts all household income
surveys, in longitudinal data it poses a particular
problem that does not arise in cross-sectional snapshots—namely, the ‘regression-to-the-mean’ phenomenon. Under- or over-reporting income in one
year increases the chances an individual will be
located at an extremity of the income distribution.
If that individual in the next year accurately reports
income, it is likely they will be located closer to the
middle of the income distribution in that year. A
misleading picture of income mobility can then
ensue. Specifically, the apparent changes for individuals at high and low initial incomes will be too
large; they will appear to have ‘regressed’ or moved
back towards the mean.1
There is no single agreed solution to problems
arising from regression-to-the-mean. One simple
partial remedy is to focus study on changes of
those not initially at an extremity of the income
distribution—although this confronts the problem
that we are often most interested in people at the
extremities, particularly those with low initial
incomes. The analysis presented in Table 4.4 does
not explicitly exclude those at the bottom and top
extremities of the income distribution, but extreme
changes of those in the top and bottom quintiles
are effectively excluded by our focus on the
median change in each quintile, which necessarily
excludes the largest half of the changes in the top
and bottom quintiles.
A further common partial remedy, also used here,
is to calculate changes in income after first combining years. In Table 4.4, we combine Waves 1
and 2 and Waves 9 and 10 and also combine
Waves 1, 2 and 3 and Waves 8, 9 and 10. For the
analysis that combines two waves, we have:
Change in income equals the mean of equivalised incomes in 2009 and 2010, minus the
mean for 2001 and 2002.

This averaging procedure reduces regression-tothe-mean by ensuring that our measure of change
is less affected by one-off ‘errors’ due to misreporting or exceptional temporary fluctuations. It is nevertheless probable that the results given in Table
4.4 for those who started at the very top or very
bottom ends of the distribution in 2001 to 2002
exaggerate the changes in income which actually
occurred by 2009 to 2010. But note, also, that we
would expect real change to be smaller when we
combine waves, because we are removing some
real effects of transitory fluctuations in income.

Table 4.4 shows income growth to be clearly
ordered by initial location in the income distribution. The strength of the relationship diminishes as
we average over more waves, but it remains
present even when averaging over three waves.
We cannot know the extent to which observed
differences by initial location in the distribution
are real versus artefacts of measurement error, but
it seems very unlikely to be entirely attributable to
measurement error. This is because there are ‘real’
reasons to expect such a pattern. For example, we
might expect many high-income earners to be
approaching retirement and many low-income
earners to be at early stages of the lifecycle.
Income growth would in general be expected to
be low for the former group and high for the latter
group, which would help produce the ordering of
income growth found in Table 4.4. This example
illustrates that we cannot infer that income growth
has been pro-poor, at least from a permanent
income standpoint. Rather, it highlights that a
cross-sectional snapshot tends to overstate the
degree of inequality in incomes over the lifecycle.
Table 4.5 considers differences in household
income growth between 2001 and 2010 for individuals classified according to their type of family
in 2001. It shows the median change in equivalised income, and the median change expressed
as a percentage of the median income of the
family type in 2001. Growth has been lowest for
those initially in couples without dependent
children, whether elderly or not, and strongest for
those initially in families with dependent children,
whether a couple or lone-parent family. This may
in part reflect growth in government family
payments, particularly in the first half of the
decade. However, these differences could in part
also reflect changes in family type between 2001
and 2010. For example, if a lone parent partners
between 2001 and 2010, equivalised income can
rise with no change in actual income of each
family member. Conversely, a childless couple
may have given birth to one or more children,
lowering equivalised income even if personal
income of each member of the couple does not
change. As the last column of Table 4.5 shows,
significant numbers of individuals changed family
type between 2001 and 2010, particularly among
the non-elderly.
Income mobility
Household income mobility refers to the extent to
which household incomes change relative to each
other. Thus, the focus is not on whether individuals’ household incomes are rising or falling, but

Table 4.4: Median percentage change in income by initial quintile of the income distribution (December 2010 prices)
Overall

Bottom quintile

2nd quintile

3rd quintile

4th quintile

Top quintile

2001 to 2010

24.7

65.5

39.6

27.5

13.4

–9.2

2001–2002 to 2009–2010

25.0

55.1

40.7

33.1

15.4

–2.3

2001–2003 to 2008–2010

21.6

39.7

37.5

25.4

15.6

3.4
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Table 4.5: Median change in income 2001 to 2010, by family type in 2001 (December 2010 prices)
Median 2001 ($)

Median change (%)

Percentage in the same
family type in 2010

Non-elderly couple

44,081

–0.8

33.9

Couple with children

32,198

33.7

57.0

Lone parent

22,273

46.9

31.1

Non-elderly single male

35,459

23.2

51.2

Non-elderly single female

35,091

27.1

38.4

Elderly couple

21,827

6.7

77.3

Elderly single male

18,269

17.9

92.4

Elderly single female

17,637

21.4

98.9

rather on the extent of mobility up and down the
distribution. Do most individuals scarcely change
their relative position in the distribution, or is it
quite common to move from low points in the distribution into the top half, and vice versa? How far
do people move, and how does this depend on
the time-frame over which we examine mobility?
Table 4.6 examines income mobility over the full
period covered by the HILDA Survey. Panel A presents summary measures of the extent of mobility,
as measured by the change in each individual’s
percentile rank, between 2001 and 2010. An individual’s percentile rank gives their location in the
income distribution. For example, someone at the
first percentile has 99 per cent of individuals with
higher incomes, while a person at the 99th percentile has only 1 per cent of individuals with
higher incomes. In aggregate, the mean change in
percentile rank across all individuals must be
zero—if one person moves up one place in the
ranking, one other person must move down one
place in the ranking—so Panel A presents the
mean absolute change in rank, as well as the
proportions in each of four groups for change in
percentile rank—up more than 20 percentiles, up
between 0 and 20 percentiles (including 0), down
between 0 and 20 percentiles (excluding 0), and
down more than 20 percentiles.
On average, individuals moved 21.5 percentiles, or
slightly more than two deciles, between 2001 and
2010. Just over 20 per cent of people moved
up more than 20 percentiles, and the same proportion moved down more than 20 percentiles.

Thus, mobility is evident, but whether this is
regarded as high is a matter of subjective assessment. That, over ten years, 58.6 per cent of people
stayed within 20 percentiles of where they were in
the income distribution, might be regarded as
indicative of low mobility; but equally, that 41.4
per cent moved more than 20 percentiles might be
regarded as indicative of high mobility.
In Panel B, we consider mobility by initial location
in the income distribution. We divide equivalised
incomes in 2001 into quintiles and assign each
individual to one of those quintiles. We then
similarly divide equivalised incomes in 2010
into quintiles and, for each quintile in 2001, find
the percentage of individuals ending up in each
of the 2010 quintiles. For example, in the first row
of Panel B, we see that 47.3 per cent of those in
the bottom quintile in 2001 were also in the
bottom quintile in 2010; 24.7 per cent were in the
second quintile, 16.2 per cent were in the third
quintile, 7.0 per cent were in the fourth quintile
and 4.8 per cent were in the top quintile. The
diagonal element in bold shows the percentage
remaining in the same quintile. Most people do
not move more than one quintile, but equally,
relatively few remain in the same quintile.
Significantly, however, the proportions remaining
in the top and bottom quintiles are relatively high,
at 47.3 per cent in both cases.
Income mobility over time is something of a ‘zerosum game’ at the aggregate level, so it is not generally appropriate to make assessments of whether
mobility over time has been ‘good’ or ‘bad’ at this

Table 4.6: Income mobility
A. Percentiles

2001–2010

Mean
absolute
change

Percentage
going up
more than
20 percentiles

Percentage
going up
1–20
percentiles

Percentage
staying at
the same
percentile

Percentage
going down
1–20
percentiles

21.5

20.7

29.7

2.2

26.7

Percentage
going down
more than
20 percentiles
20.7

B. Quintiles
Q1 in 2010

Q2 in 2010

Q3 in 2010

Q4 in 2010

Q5 in 2010

Total

Q1 in 2001

47.3

24.7

16.2

7.0

4.8

100.0

Q2 in 2001

23.8

30.7

22.5

15.2

7.8

100.0

Q3 in 2001

13.7

20.8

26.3

24.8

14.4

100.0

Q4 in 2001

9.1

15.0

21.2

29.0

25.7

100.0

Q5 in 2001

6.1

8.9

13.7

24.0

47.3

100.0

Note: Percentages may not add up to 100 due to rounding.
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level. This is not the case when we consider
mobility for individual groups in the community. It
is possible for changes in location in the income
distribution to be favourable for some groups and
not so for others. In Table 4.7 we consider differences in income mobility by type of family (the
initial family type of the individual). The table presents the mean change in percentile rank and the
mean absolute change in percentile rank over
three time-frames: 2009 to 2010, 2006 to 2010 and
2001 to 2010.
Sizeable differences in the extent and nature of
mobility are evident across the family types. Over
the 2006 to 2010 and 2001 to 2010 time-frames,
mobility is on average in a downward direction for
elderly persons. The 2009 to 2010 time-frame is
somewhat different, with elderly couples experiencing a mean decline in percentile rank of 1.3,
but single elderly females experiencing a mean
increase of 1.7, and single elderly males experiencing a mean increase of 2.0. This most likely
reflects the effects of the increase in the Age
Pension for single people from 20 September
2009. Notwithstanding this policy change, it seems
that changes in percentile rank are generally in a
downward direction for the elderly.
Mobility also tends to be in a downward direction
for non-elderly couples without children. This may
in part be because some became couples with children between 2001 and 2010, which can lower
gross income because of reduced labour force participation of one member (usually the mother) and
can further lower equivalised income because of
the extra mouth(s) to feed. Also likely to contribute
to this pattern is the retirement of the older members of the ‘non-elderly couples’ group during the
time-frame under study, since retirement is usually
associated with a decline in income. Mobility tends
to be positive for families with children, with lone
parents particularly likely to improve their ranking
in the income distribution, on average moving up
10.5 percentiles between 2001 and 2010. As with
elderly single people, the mean changes in percentile rank between 2009 and 2010 appear to be
somewhat anomalous for couples and lone parents, with non-elderly couples without dependent

children on average moving up 0.5 percentiles,
couples with children on average moving down
one percentile, and lone parents on average
moving up only 0.8 percentiles. A likely explanation is that families with dependent children benefited more from the bonus payments made as part
of the fiscal stimulus package in 2008–09, which
meant they had an unusually high percentile rank
in 2009 (which then fell in 2010 when the bonus
payments ceased).
A broader income concept
Consistent with standards adopted by most household surveys, the HILDA Survey’s household
income measure consists of ‘regular’ cash income
received by all members of the household. It
excludes irregular lump sum payments such as
redundancy payments, transfers from non-resident
parents and other non-household members, and
all non-cash forms of income, such as goods and
services provided by the government. Yet irregular
cash payments and non-cash forms of income
clearly contribute to economic wellbeing; arguably
a better, more complete, income measure would
include these types of income. That is, a ‘comprehensive’ income measure would include all components that increase the potential consumption
of the household. Moreover, a comprehensive disposable income measure would exclude not only
income taxes, but also the tax component of
expenditure on goods and services.
In this section, we examine an expanded disposable income measure that attempts to capture
most components of ‘comprehensive’ income.
Specifically, to the existing household disposable
income variable, we add transfers from nonhousehold members (including parents), irregular
payments (including redundancy/severance payments and lump sum workers’ compensation payments, but excluding lump sum superannuation
payments and inheritances), imputed (estimated)
values of rental income on owner-occupied and
public housing, and the value of ‘social transfers
in-kind’ (i.e. the value of the government’s ‘inkind’ contribution to goods and services consumed by the household). From this expanded

Table 4.7: Income mobility between 2001 and 2010, by initial family type (%)
2009 to 2010

Non-elderly couple

2006 to 2010

Mean change
in percentile
rank

Mean absolute
change in
percentile rank

Mean change
in percentile
rank

Mean absolute
change in
percentile rank

2001 to 2010
Mean change
in percentile
rank

Mean absolute
change in
percentile rank

0.5

12.9

–4.5

17.9

–11.3

25.0

–1.0

11.5

1.7

16.9

3.7

20.4

Lone parent

0.8

12.9

5.7

17.7

10.5

21.8

Non-elderly single male

0.7

15.8

0.0

19.8

–0.1

23.8

Non-elderly single female

3.4

15.5

2.2

20.4

1.5

23.6

–1.3

13.9

–5.4

16.8

–7.7

18.3

Elderly single male

2.0

15.1

–3.9

15.2

–7.7

15.7

Elderly single female

1.7

13.6

–1.4

16.3

–1.7

13.9

Couple with children

Elderly couple

Note: The individual’s family type is evaluated in the base (first) year (family type in 2001, 2006 or 2009).
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income variable we then subtract an imputed value
of the tax component of household expenditure
on goods and services.
The HILDA Survey collects data on transfers
received from other households and irregular payments, but—as indicated—rental income on
owner-occupied and public housing, the value of
government-provided or subsidised goods and
services, and the tax component of expenditure
on goods and services all need to be estimated.
Different approaches to imputing rental income
are possible. We take the approach adopted for
the Cross-National Equivalent File, a data repository that contains equivalently defined variables
for a number of international household panel
studies.2 Under this approach, imputed rental
income for home owners is 4 per cent of the difference between the home value and the remaining mortgage principal. For public housing tenants
and those with rent-free housing, imputed rental
income is the difference between rent paid and
the estimated market rent, which is derived from
census data on market rents by location, dwelling
type and number of bedrooms.
Detailed consumption data combined with detailed
information on government expenditure are
required to calculate the value of ‘social transfers
in-kind’ received from the government by a household, and detailed consumption data combined
with information on government taxes on goods
and services are required to estimate the tax component of a household’s expenditure. However,
rather than attempt this exercise, we instead produce estimates based on ABS calculations produced for its Household Expenditure Survey (HES)
in 2003–04 and 2009–10. Specifically, for both the
2003–04 and 2009–10 HES, the mean value of
social transfers in-kind, and the mean value of
the tax component of expenditure as a proportion
of gross income, were calculated for each of 29
different household types (defined by their size
and composition).
To produce estimates for the years between 2003–
04 and 2009–10, ‘linear interpolation’ was used,
which essentially means that the values in 2004–05
to 2008–09 were evenly spaced between the 2003–
04 and 2009–10 values. For example, if a household type’s mean value of social transfers in-kind
was $100 in 2003–04 and $160 in 2009–10, then
the estimated value is $110 in 2004–05, $120 in
2005–06, $130 in 2006–07, $140 in 2007–08 and
$150 in 2008–09. To produce estimates for 2000–
01, 2001–02 and 2002–03, it was assumed that
social transfers in-kind increased at the rate of the
average of the Consumer Price Indexes for health
and education (which are the most important
social transfers in-kind), and that the proportion of
income going to the tax component of expenditure changed at the same rate (and in the same
direction) between 2000–01 and 2003–04 as it did
between 2003–04 and 2009–10.
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These values were then applied to each observation in the HILDA Survey data. Each household’s
estimated social transfers in-kind is simply the estimate for the particular type of that household,
while the estimated tax component of expenditure
is equal to household gross income multiplied by
the household type’s estimated share of gross
income going to the tax component of expenditure.
To give an indication of the size of these income
components, in 2009–10, social transfers in-kind
ranged from a low of $5,708 for single persons
aged under 65 years, to a maximum of $44,953 for
lone-parent households containing four or more
dependent children plus one or more others. The
tax component of expenditure on goods and services ranged from 8.7 per cent of gross income for
‘other’ household types containing six or more
people, through to 20.5 per cent of gross income
for lone-parent households containing three dependent children. Clearly, this is a relatively crude
method of estimating these two components of
comprehensive income, but it nonetheless is likely
to provide an improved picture of the true household income situation of each individual.
Table 4.8 presents descriptive statistics on the distribution across individuals of the household
equivalised disposable comprehensive income
variable. For selected years, it reports the mean,
median, p90/p50, p50/p10 and Gini coefficient for
one-year income, five-year income and ten-year
income. Comparing with Tables 4.2 and 4.3, it is
immediately apparent that average levels of comprehensive income are considerably higher than
average levels of regular cash income. For example, in 2009–10, mean equivalised disposable
comprehensive income was $57,642, whereas
mean equivalised disposable ‘regular cash’ income
was $45,540. Median incomes are similarly higher.
Perhaps more striking is that inequality in the distribution of comprehensive income is considerably
lower than inequality in the distribution of regular
cash income. For example, in 2009–10, the Gini
coefficient for comprehensive income was 0.239,
compared with 0.311 for regular cash income.
Given the much lower level of inequality of comprehensive income, it is interesting to consider the
role of the government in producing this lower
level of inequality. Table 4.9 therefore examines
the effects of government direct and indirect taxes
and cash and in-kind transfers on the distribution
of equivalised comprehensive income. It shows
that the effects on average levels of income are
relatively small, but the effects on inequality are
very large indeed. In all of the years examined in
Table 4.9, government taxes and transfers act to
reduce the Gini coefficient by approximately 0.2.
Put another way, the Gini coefficient for comprehensive income before taxes and transfers is
approximately 0.43, which is over 80 per cent
higher than the Gini coefficient for comprehensive
income after taxes and transfers.
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Interestingly, Table 4.9 suggests that the redistributive effect of government indirect and direct taxes,
and cash and in-kind transfers, has been declining
over the 2001 to 2010 period. In 2001, taxes and
transfers reduced the ratio of the 90th percentile to
the 10th percentile by 0.65, reduced the ratio of the
50th percentile to the 10th percentile by 7.08, and
reduced the Gini coefficient by 0.210. In 2010, they
reduced the ratio of the 90th percentile to the 10th
percentile by 0.56, reduced the ratio of the 50th percentile to the 10th percentile by 3.89, and reduced
the Gini coefficient by 0.192. The table also indicates that the effects of taxes and transfers on average levels of equivalised comprehensive income
have also been changing. In 2001, they reduced
mean equivalised comprehensive income by $3,605,
but gradually switched around to a positive impact
by 2009. Similarly, in 2001 they reduced median
equivalised comprehensive income by $567, but by
2005 were having a positive impact on the median,
and in 2010 increased the median by $3,591.
Income and wealth
Economic resources available to a household are
not simply a function of income. Wealth is also a
potentially important resource. Indeed, when
people think of what it means to be rich, they
probably think of it more in terms of wealth than
in terms of income. Of course, it seems likely that
high wealth and high income go together, but to
what extent is this truly the case?
Figure 4.2 examines the association between
income and wealth by plotting the median house-

hold net wealth in 2010 of each decile of the distribution of equivalised household disposable
income. Since wealth accumulation is to a significant extent a function of lifecycle stage, the figure
examines each of five age groups separately, so
that we are examining the association between
income and wealth among similarly-aged people.
(Note that this means the strength of the (positive)
association is likely to be stronger than if we were
to simply examine mean wealth by income decile
for the population as a whole.) The left-hand
panel of Figure 4.2 plots median wealth in 2010 by
decile of the distribution of income received in
2009–10, while the right-hand panel plots median
wealth in 2010 by decile of the distribution of
income received over the full ten-year period
spanned by the HILDA Survey.
Clearly, income and wealth are positively associated, although the correlation is far from perfect.
The slopes of the lines are not constant, and
indeed are not always upward sloping—for
example, the 60 to 69 years age group shows a
dip at the fifth decile of one-year income and
the fourth decile of ten-year income. Moreover,
for both one-year income and ten-year income, it
is only at the top of the income distribution
where a very strong positive relationship with
median net wealth is evident. Indeed, for 2009–10
income, it is only in the top decile where median
net wealth increases sharply. More generally, the
income gradient of net wealth tends to be steeper
for ten-year income, which is unsurprising given
that wealth accumulation potential is largely a

Table 4.8: Distribution of individuals’ equivalised household disposable ‘comprehensive’ income (December 2010 prices)
Mean ($)

Median ($)

p90/p50

p50/p10

Gini coefficient

2001

39,958

36,543

1.66

1.64

0.232

2003

42,347

38,717

1.62

1.62

0.240

2005

46,464

42,290

1.66

1.59

0.226

2007

51,516

47,016

1.66

1.60

0.245

2009

55,823

51,028

1.63

1.60

0.229

2010

57,642

51,527

1.64

1.56

0.239

One-year income

Five-year income
2001–2005

216,272

199,493

1.56

1.51

0.204

2003–2008

234,189

216,386

1.57

1.49

0.205

2005–2009

256,972

236,172

1.60

1.51

0.206

2006–2010

269,472

245,135

1.60

1.51

0.212

487,981

451,225

1.54

1.48

0.197

Ten-year income
2001–2010

Table 4.9: Effect of government on ‘comprehensive’ income (December 2010 prices)
Mean ($)

Median ($)

p90/p50

p50/p10

Gini coefficient

2001

–3,605

–567

–0.65

–7.08

–0.210

2003

–2,834

–368

–0.59

–6.25

–0.207

2005

–2,472

560

–0.62

–4.86

–0.204

2007

–1,799

1,455

–0.57

–4.41

–0.196

2009

680

4,043

–0.61

–4.12

–0.196

2010

558

3,591

–0.56

–3.89

–0.192
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Figure 4.2: Median household net wealth in 2010 of each age group by decile of equivalised disposable income of the
age group
A. One-year (2010) income
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function of lifetime income to date, and ten-year
income comes closer to measuring this than oneyear income.
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Regression-to-the-mean can occur for reasons other than
measurement error—that is, because actual (as distinct
from measured) income really does exhibit regressionto-the-mean. However, from the perspective of obtaining accurate estimates of income change or mobility, our
concern is only with regression-to-the-mean deriving
from measurement error. For example, inherent randomness in income from one year to the next—which will
produce regression-to-the-mean—is part of the ‘real’
dynamics of income in which we are interested.
The Cross-National Equivalent File (CNEF) comprises
data from the British Household Panel Study, the
Household Income and Labour Dynamics in Australia
Survey, the Korea Labor and Income Panel Study, the
US Panel Study of Income Dynamics, the Russia
Longitudinal Monitoring Survey, the Swiss Household
Panel, the Canadian Survey of Labour and Income

Families, Incomes and Jobs, Volume 8

50–59

60–69

70 and over

Dynamic, and the German Socio-Economic Panel. The
data are designed to facilitate cross-national research by
providing equivalent variables across countries, including constructed variables that are not directly available
on the original surveys. For more information, see the
CNEF web site: <http://www.human.cornell.edu/pam/
research/centers-programs/german-panel/cnef.cfm>.
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5.

Relative income poverty
Roger Wilkins

Although the term ‘poverty’, as it applies to material living standards, would seem to be widely
understood, interpretations of what constitutes
poverty vary greatly. As a consequence, a wide
variety of definitions or measures of poverty,
or material deprivation, have been employed by
economic and social researchers. While recognising this diversity of potential measures, in this
chapter we focus on the most commonly
employed definition applied to the study of
poverty in developed countries, which conceives
of poverty as relative deprivation or socioeconomic disadvantage, and which measures
deprivation in terms of inadequacy of income.
According to this definition, a person is in poverty
if the income of that person’s household is less
than a fixed proportion of the median household
income, where all incomes are adjusted for household needs using an equivalence scale.1
For many years the Organisation for Economic Cooperation and Development (OECD) and other
international bodies defined relative income
poverty as having a household income below 50
per cent of median income. More recently, the
European Union and some member governments
moved to a poverty line set at 60 per cent of
median income. Survey evidence tends to suggest
that a threshold set at 50 per cent of median
income is in fact consistent with community perceptions of what it means to be poor (Citro and
Michael, 1995). In this report, we adopt the older
50 per cent line, which has been regularly used by
Australian researchers. While based on a degree
of public and researcher consensus, it should
nonetheless be acknowledged that there is an
element of arbitrariness to this—or any other—
definition of relative poverty.
One implication of this approach to defining
poverty is that, as societies have grown richer, the
income required to avoid a situation of poverty
has increased. How can we defend such a notion
of poverty? The argument is that as average living
standards improve so do the community’s perceptions of what constitutes a minimum acceptable
standard of living. One hundred years ago, access
to running water and electricity were not considered necessities of life, but a person unable to
afford such things in modern society would be
regarded by most people as suffering material
deprivation or, in other words, living in poverty.2
Notwithstanding the arguments in favour of relative poverty thresholds or lines, often there is
interest in holding the purchasing power of the
poverty line constant over time to provide a gauge
of society’s progress when ‘the goalposts are not
moving’. Typically, this is achieved by holding
constant the real value of the poverty line at the

value of the relative poverty line in the base
year—in our case, 2001. Such a threshold is
known as an absolute poverty line, differentiated
from the relative poverty line by its constancy over
time, irrespective of changes to average living
standards. We produce poverty estimates of this
kind also.
Irrespective of whether a relative or absolute
poverty standard is adopted, income poverty measures have several limitations and many critics.
The main limitations are: that access to material
resources is sometimes not well captured by contemporaneous income, for example, because the
individual has substantial wealth; and the not
unrelated problem that income is often not well
measured. Income measurement is problematic on
two main fronts. First, household surveys do not
usually attempt to measure non-cash income,
which can be a substantial part of the ‘effective’
income of a household. Non-cash income can
include services provided by housing and consumer
durables owned by the household, unrealised
capital gains, government-provided or subsidised
goods and services, and gifts and other in-kind
transfers from other households. Second, cash
income can be poorly measured in some circumstances. In particular, some people under-report
income, and may therefore be incorrectly found to
be below the poverty line.
Despite these inadequacies, and in part reflecting
the complexity of and lack of consensus on proposed alternatives, income poverty measures
remain useful indicators of material deprivation
and are regularly produced in most parts of the
world where household income data are available.3

Relative income poverty
A person is in relative income poverty if they are unable
to afford the goods and services needed to enjoy a
normal or mainstream lifestyle in the country in which
they live. In this report, we define a person to be in relative income poverty if household equivalised income is
less than 50 per cent of the median household equivalised income.
Absolute poverty lines
An absolute poverty line is an income poverty threshold
which has its real value held constant over time rather
than adjusted for changes in average living standards. It
is ‘absolute’ in the sense that the purchasing power of
the poverty line—the basket of goods and services that
it can purchase—remains fixed over time. The level at
which an absolute poverty line is set may nonetheless be
based on the level of a relative poverty line obtained at a
particular point in time, for example the beginning of the
time period under study.
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Cross-sectional poverty rates
Figure 5.1 presents relative and absolute poverty
rates in each year covered by the HILDA Survey.
The relative poverty line is set at half the median
household income and the absolute poverty line is
the 2001 relative poverty line, adjusted for inflation to maintain its purchasing power over the
2001 to 2010 period. As in Chapter 4, our income
measure is household annual disposable income
adjusted for household composition using the
OECD equivalence scale. Thus, the poverty lines
presented at the bottom of Figure 5.1 can be interpreted as the annual income after taxes and
government benefits that a single-person household would require to avoid relative poverty.
Poverty rates refer to the proportion of persons
(not households) living in poverty.
Reflecting the high rate of household income
growth that has occurred over much of the 2001
to 2010 period, the relative poverty line has
increased substantially, from $15,559 to $19,990
expressed at December 2010 prices. The proportion of the population below this poverty line has
fluctuated over time, although the net result of this
fluctuation is that relative poverty in 2010 has
changed little from its level in 2001. Following an
initial drop from 13.3 per cent in 2001 to 12.2 per
cent in 2002, the poverty rate increased slightly
over the next two years, to 12.8 per cent in 2004.
The poverty rate then declined over the two years
following 2004 to be 11.6 per cent in 2006, then
increased sharply to 13.9 per cent in 2007, and has

since tended to decline, measuring 12.4 per cent
in 2010. A key reason for this fluctuation is that
many welfare recipients in Australia have incomes
quite close to 50 per cent of median income, so
that relatively small movements in government
benefits or the median can bring about sizeable
changes in the poverty rate.
While the lack of progress in reducing relative
income poverty between 2001 and 2010 would be
regarded by many, if not most, people as undesirable, concern may be tempered by the poverty
estimates obtained when the real value of the
poverty line is maintained at its 2001 level of
$15,559 (at December 2010 prices). For this absolute poverty line, the proportion of the population
below the poverty line drops from 13.3 per cent in
2001 to 5.8 per cent in 2010. It is therefore clear
that, even among the poor, average living standards have increased over the full ten-year period.
Nonetheless, it is also true that, even for this absolute poverty measure, the rate of decrease in the
poverty rate slowed considerably after 2006.
Long-term poverty
The unique contribution of the HILDA Survey data
for the study of income poverty in Australia comes
from its longitudinal structure. In Figure 5.2, we
make use of all waves of the survey to examine the
amount of time people spent in poverty over the
entire decade from 2001 to 2010. The figure—and
indeed all subsequent analysis in this chapter—
examines only the relative poverty measure. For

Figure 5.1: Percentage of the population in poverty, 2001 to 2010
14.5

13.5

12.5

11.5

%

10.5

9.5

8.5

7.5
Relative poverty

6.5

Absolute poverty
5.5
2001
($15,559)

2002
($15,619)

2003
($15,759)

2004
($16,326)

2005
($17,013)

2006
($17,779)
Year

2007
($18,748)

2008
($19,171)

Note: Dollar values in parentheses are the relative poverty lines in each of the financial years, expressed at December 2010 prices.
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people who were in poverty in at least one of the
ten years, it presents the proportion in each category of ‘number of years spent in poverty’, which
can range from 1 (only in poverty in one of the ten
years) to 10 (in poverty in all ten years). Figure 5.2
also indicates that, according to the HILDA Survey,
39.6 per cent of the Australian population has been
in poverty at some stage during the 2001 to 2010
period. Of these individuals, 36 per cent were in
poverty in only one year and a further 20 per cent
were in poverty in only two of the ten years. The
persistently poor constitute only a small fraction of
all those to experience poverty over the decade.
Nonetheless, they represent a significant number
of people: 24 per cent of people who experienced
poverty between 2001 and 2010, or 9.5 per cent of
all people, were in poverty for at least five of the
ten years spanned by the survey.

particular, how persistent poverty is and, for those
who exit poverty, how many return to poverty.
Table 5.1 takes one possible approach to examining persistence in poverty, and also allows consideration of whether the degree of persistence has
been changing over the HILDA Survey period. It
does this by considering only persistence from one
year to the next. For each of six year-pairs, it
reports the proportions that were out of poverty in
both years, in poverty in only the first year, in
poverty in only the second year, and in poverty in
both years. The estimates indicate that approximately 5 to 6 per cent of persons typically enter
poverty in any given year, a similar proportion exit
poverty each year, and a further 6 to 8 per cent are
in poverty in both years of any two-year period.
Between 80 and 83 per cent of the population are
not in poverty in either year of any two-year period.

Persistence and recurrence of poverty

Trends over time in movements into and out of
poverty are difficult to discern, but it does appear
that poverty persistence has increased over the
survey period. In particular, the proportion in
poverty in both of the relevant year-pairs has

Of perhaps as much interest as the extent of
poverty in the community are the dynamic properties of individuals’ experiences of poverty—in

Figure 5.2: Distribution of number of years in poverty, 2001 to 2010—Persons in poverty in at least one year
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Proportion of the population in
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Table 5.1: Poverty dynamics—Two-year poverty status (%)
2001 and
2002

2003 and
2004

2005 and
2006

2007 and
2008

2008 and
2009

2009 and
2010
81.2

80.3

82.0

83.0

80.9

81.6

Entered poverty in second year

Not in poverty in either year

6.1

6.3

5.5

5.6

5.5

5.8

Exited poverty in second year

7.4

5.4

5.1

5.6

5.6

5.7

In poverty in both years
Total

6.3

6.3

6.5

7.9

7.4

7.4

100.0

100.0

100.0

100.0

100.0

100.0

Note: Percentages may not add up to 100 due to rounding.
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Table 5.2: Poverty persistence (%)
Persons in
poverty in 2001

Persons in
poverty in 2003

Persons in
poverty in 2005

Persons in
poverty in 2007

Persons in
poverty in 2009

1 year later

46.3

51.8

52.9

59.0

56.6

2 years later

41.2

45.6

53.7

48.6

–

3 years later

40.6

43.6

50.8

44.9

–

4 years later

46.0

45.9

45.9

–

–

5 years later

40.8

42.0

41.9

–

–

6 years later

45.5

37.4

–

–

–

7 years later

44.9

35.0

–

–

–

8 years later

44.5

–

–

–

–

9 years later

40.2

–

–

–

–

Also in poverty…

tended to increase, rising from 6.3 per cent of the
population in 2001−2002 and 2003–2004 to 7.9 per
cent in 2007−2008 and 7.4 per cent in 2008–2009
and 2009–2010.

those in poverty in 2007 and 56.6 per cent for
those in poverty in 2009.

In Table 5.2 we consider persistence beyond one
year. Each column presents the proportion of
those in poverty in the base year (2001, 2003,
2005, 2007 or 2009) who were also in poverty in
each successive year. There is evidence of a
relatively high degree of persistence and/or recurrence of poverty. Of those in poverty in 2001,
46.3 per cent were in poverty one year later,
41.2 per cent were in poverty two years later,
40.6 per cent were in poverty three years later
and, indeed, nine years later (in 2010), 40.2 per
cent were in poverty. To the extent ascertainable
given the shorter time-frames available, similar
patterns are evident in the other columns—
although, consistent with the findings in Table 5.1,
persistence of poverty into the next year tends to
be higher in the later years, at 59.0 per cent for

Table 5.3 shows that poverty rates vary substantially by family type. Rates are consistently high
among the elderly, particularly elderly single persons. Note, however, that elderly people are more
likely to own their own house than are younger
people, and our income poverty measure does not
account for in-kind income provided by owneroccupied housing—that is, the rent that home
owners would have to pay for their housing if they
did not own it. The income poverty rates for the
elderly are therefore likely to overstate the extent
of their relative deprivation. Moreover, we can see
that the poverty rates for elderly single males and
females decreased quite sharply in 2010, from 36.8
per cent to 31.7 per cent for males, and from 41.1
per cent to 35.8 per cent for females. This is likely
to be attributable to the increase in the payment

Poverty by family type

Table 5.3: Poverty rates by family type (%)
2001

2003

2005

2007

2008

2009

2010

Non-elderly couple

8.7

7.3

6.3

7.9

6.9

8.0

6.5

Couple with children

8.2

8.3

6.8

9.5

7.4

6.2

6.8

Lone parent

19.6

18.8

19.1

23.9

23.9

20.0

23.2

Non-elderly single male

13.2

12.3

12.7

10.3

12.1

13.5

11.7

Non-elderly single female

14.9

15.0

13.8

15.4

13.8

15.2

13.1

Elderly couple

21.4

16.4

22.4

24.6

24.7

28.5

24.8

Elderly single male

36.7

38.2

38.2

33.3

33.3

36.8

31.7

Elderly single female

44.0

40.4

35.5

39.5

40.4

41.1

35.8

Table 5.4: Years in poverty by predominant family type, 2001 to 2010 (%)
Non-elderly couple

0 years

1 or 2 years

3 to 5 years

6 to 10 years

Total

70.8

17.3

8.3

3.6

100.0

Couple with children

71.2

20.4

6.0

2.4

100.0

Lone parent

41.9

29.9

21.1

7.1

100.0

Non-elderly single male

60.1

21.8

13.1

5.1

100.0

Non-elderly single female

56.3

24.0

13.4

6.3

100.0

Elderly couple

36.9

28.4

17.9

16.8

100.0

Elderly single male

24.0

25.3

21.2

29.5

100.0

Elderly single female

26.7

20.1

17.5

35.7

100.0

Notes: ‘Predominant’ family type is the most common family type of the individual over the 2001 to 2010 period. Percentages may not add up to 100 due to rounding.
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rate for single Age Pensioners from September
2009—although it is notable that the poverty rate
for elderly couples also decreased between 2009
and 2010 from 28.5 per cent to 24.8 per cent.

children’s future productive capacity and life
prospects more generally. Successive governments
in Australia have made concerted efforts to
improve child living standards, resulting in significant inroads into child poverty over the 1980s and
1990s (Abello and Harding, 2004), but continued
monitoring of child poverty, and more particularly
its dynamic features, of course remains important.

Poverty rates are also high for lone-parent families. Up until 2005, the lone-parent poverty rate
was around 19 per cent, but this jumped up to
23.9 per cent in 2007, most likely due to the July
2006 Welfare-to-Work reforms, which saw some
lone parents placed on Newstart Allowance rather
than the more generous Parenting Payment Single.
The lone-parent poverty rate remained above 23
per cent in each year from 2007 to 2010, with the
exception of 2009, when the poverty rate dropped
to 20.0 per cent, which was a temporary effect of
the bonus payments made as part of the 2008–09
fiscal stimulus package. Non-elderly couples (married or de facto), whether with or without dependent children, have consistently low poverty rates.

The bottom two rows of Table 5.5 show that the
child poverty rate is consistently at or below the
community-wide poverty rate. It would therefore
seem that policy efforts in this area have continued
to have some success over the last decade.
However, as the second row of Table 5.5 shows,
there is still much room for improvement among
lone-parent families; since 2006–07, with the exception of 2008–09 when the government bonus payments were made, approximately one-quarter of
children who live in lone-parent families have been
below the poverty line.

Long-term poverty broken down by predominant
family type over the 2001 to 2010 period is considered in Table 5.4. Poverty is clearly more persistent for the elderly than for other family types.
Particularly notable is that, while a high proportion (58.1 per cent) of persons in lone-parent
families experience at least one year in poverty,
relatively few (7.1 per cent) were in poverty for six
or more of the ten years spanned by the HILDA
Survey. This may in part be because lone parents
are relatively more likely to change family types,
but since the estimates are for people who were
in lone-parent families for the majority of the ten
years, it seems more likely to be the case that
income mobility is sufficient to see many loneparent households at least temporarily exit
poverty. Conversely, the high degree of poverty
persistence of the elderly reflects relative constancy of incomes for many elderly people.

The distribution of the number of years children
were poor over the 2001 to 2010 period is provided in Table 5.6 for children under 10 years of
age in Wave 1 (and therefore no older than 18
years of age in 2010). Overall, persistence in child
poverty appears similar to that evident for the
population as a whole. However, there are substantial differences depending on the family situation over the ten-year period. Over 70 per cent of
children living with only one parent in all ten
years were in poverty in at least one year, and 8.8
per cent were in poverty in at least six years. By
contrast, only 28.3 per cent of children living with
both parents in all ten years were in poverty in
one or more years, and most of these children
were in poverty in only one or two years.
Children who lived with one parent in the majority
of years and children who lived with both parents
in the majority of years are equally likely to have
been in poverty in at least one year, but children
living with one parent in the majority of years
were more likely to have been in poverty in three

Child poverty
Child poverty is a particular concern for policymakers because of the damage poverty may do to

Table 5.5: Rates of child poverty—Children under 18 years of age (%)
2001

2003

2005

2007

2008

2009

8.2

8.7

7.3

10.1

8.3

6.6

7.6

Live with one parent

20.9

19.7

19.8

25.4

25.9

21.9

24.1

All children

10.8

11.0

10.0

13.1

11.7

9.5

10.5

All persons

13.3

12.3

11.9

13.9

13.1

13.2

12.4

Live with both parents

2010

Table 5.6: Long-term child poverty—Years in poverty of children under 10 years of age in 2001, 2001 to 2010 (%)
Lived with one parent only in all 10 years

0 years

1 or 2 years

3 to 5 years

6 to 10 years

Total

29.6

38.4

23.2

8.8

100.0

Lived with one parent only in majority of years

50.7

24.5

17.0

7.8

100.0

Lived with both parents in majority of years

50.5

36.7

10.4

2.3

100.0

Lived with both parents in all 10 years

71.7

19.5

6.8

2.0

100.0

Total

63.2

24.1

9.6

3.1

100.0

Note: Percentages may not add up to 100 due to rounding.

Families, Incomes and Jobs, Volume 8

27

45956 Hilda vol 8 A_MIAESR stat report 15/05/13 8:45 AM Page 28

Incomes and Economic Wellbeing

or more of the ten years. It is therefore clear that
child poverty, and persistent child poverty, is
strongly connected to the presence of only one
parent in the household.

period is approximately double that of children
living with both parents. There is also more movement into and out of poverty among children in
lone-parent households.

Two-year child poverty dynamics are examined in
Table 5.7, which replicates Table 5.1 for children
under 18 years of age. Consistent with the evidence in Tables 5.5 and 5.6, there is an important
distinction between children in lone-parent households and children living with both parents.
The proportion of children in lone-parent households in poverty in both years of any two-year

Poverty and welfare reliance
Australia has a relatively comprehensive welfare
‘safety net’ which, in principle, should catch most
people with no or very low income from private
sources. It would therefore seem likely that most
people in poverty will be in receipt of welfare
benefits. But is this actually the case? And what

Table 5.7: Two-year poverty status of children under 18 years of age (%)
2001 and 2002 2003 and 2004 2005 and 2006 2007 and 2008 2008 and 2009 2009 and 2010
Lived with one parent in first year
Not in poverty in either year

68.7

73.9

66.1

64.4

67.6

67.9

Entered poverty in second year

10.0

6.9

14.7

12.6

6.1

11.3

Exited poverty in second year

14.1

11.2

10.5

10.6

13.6

10.3

7.2

7.9

8.7

12.4

12.7

10.5

100.0

100.0

100.0

100.0

100.0

100.0
87.3

In poverty in both years
Total
Lived with both parents in first year

87.4

87.1

89.2

85.3

88.2

Entered poverty in second year

Not in poverty in either year

4.0

4.7

3.8

4.4

3.2

5.7

Exited poverty in second year

5.4

4.5

4.2

5.2

5.4

3.2

In poverty in both years
Total

3.2

3.8

2.8

5.2

3.3

3.8

100.0

100.0

100.0

100.0

100.0

100.0
84.0

All children under 18 years of age
83.1

84.3

84.5

81.2

84.5

Entered poverty in second year

Not in poverty in either year

5.4

5.2

6.0

6.0

3.7

6.6

Exited poverty in second year

7.4

5.9

5.5

6.2

6.8

4.4

In poverty in both years
Total

4.1

4.7

4.0

6.6

5.0

5.0

100.0

100.0

100.0

100.0

100.0

100.0

Notes: Sample comprises children under 18 years of age in both years (i.e. under 17 years of age in the first year). Percentages may not add up to 100 due
to rounding.

Table 5.8: Poverty rates of individuals by level of household welfare reliance (%)
No income
support received

Received income
support, < 50% of
income from welfare

Received income
support, 50–90% of
income from welfare

Received income
support, > 90% of
income from welfare

2001

6.8

3.1

21.9

63.5

2002

6.3

2.4

21.4

56.8

2003

5.1

4.7

20.4

60.5

2004

6.0

5.7

28.3

72.0

2005

4.2

5.8

33.8

77.6

2006

5.7

5.1

31.3

71.9

2007

5.2

4.3

32.1

68.2

2008

6.8

3.1

21.9

63.5

2009

6.3

2.4

21.4

56.8

2010

5.1

4.7

20.4

60.5

Note: Welfare income comprises both income support and non-income support payments received by the household.

Table 5.9: Distribution of household wealth among people in poverty ($, December 2010 prices)
2002
25th percentile

5,653

2006
6,716

2010
11,137

Median

130,029

218,701

233,499

75th percentile

381,921

531,164

508,546

90th percentile

754,029

1,103,247

903,769

31.1

30.2

28.5

Percentage with net wealth greater than median net wealth
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proportion of people on welfare are in poverty?
Table 5.8 examines these questions. For each year
of the HILDA Survey, it presents poverty rates of
individuals by level of welfare reliance. Four levels
of welfare reliance are distinguished based on the
proportion of household income that comes from
welfare payments: none; greater than zero but less
than 50 per cent; 50 to 90 per cent; and more than
90 per cent. Note that welfare payments are
assumed to comprise both income support and
non-income support payments received by the
household, but that welfare reliance is deemed to
be zero for an individual if no-one in the household received an income support payment.4
The first data column shows that, while the
poverty rate among people in households that
receive no income support payments is lower than
the poverty rate in the community as a whole, a
sizeable proportion are nonetheless classified as in
income poverty: over the 2001 to 2010 period, this
proportion varied between 4.2 per cent and 6.8
per cent. Interestingly, the poverty rate is actually
lower among people in households that received
income support payments if welfare payments
represent less than 50 per cent of household
income. Over the 2001 to 2010 period, the poverty
rate among this group varied between 2.4 per cent
and 5.8 per cent. For higher levels of welfare
reliance, poverty rates are much higher, being at
least 20.4 per cent for those with 50 to 90 per cent
of income coming from welfare, and at least 56.8
per cent for those with more than 90 per cent of
income coming from welfare. Thus, people in
heavily welfare-reliant households are more likely
than not to be in income poverty.
Poverty and wealth
Income poverty rates are, by definition, based
only on the household income of people.
However, wealth is a potentially important economic resource available to people. It can
improve material wellbeing, not only through
investment returns and the ability to ‘liquidate’
wealth to finance consumption, but also by providing direct consumption benefits. Most important in this latter regard is housing, which will
deliver ‘accommodation services’ to owner–
occupiers. It would therefore seem important to
distinguish the income poor who are ‘asset poor’
from other people in income poverty.
In Table 5.9 we present statistics on the distribution of wealth among income-poor people in
2002, 2006 and 2010. Median net wealth of people
in poverty was $130,029 in 2002, $218,701 in 2006
and $233,499 in 2010, while 10 per cent of those
in poverty had net wealth in excess of (the 90th
percentile of) $754,029 in 2002, $1,103,247 in
2006 and $903,769 in 2010. Clearly, a significant
number of people in income poverty have considerable wealth. The last row of Table 5.9 shows
that approximately 30 per cent of those in poverty

Table 5.10: Family type composition of income-poor
people, by level of net wealth, 2010 (%)
Income poor
with net
wealth above
the median

Income poor
with net
wealth below
the median

Non-elderly couple without children

12.0

7.5

Couple with children

25.0

22.3

Lone parent

2.4

18.1

Non-elderly single male

4.2

12.1

Non-elderly single female
Elderly couple
Elderly single male
Elderly single female
Total

4.6

8.9

35.6

14.0

5.2

5.1

11.0

12.1

100.0

100.0

are in the top half of the wealth distribution—
that is, have net wealth above the median.
Individuals with above-median wealth should
probably not be considered ‘poor’ in the sense of
having inadequate economic resources, implying
income poverty rates overstate the true extent of
poverty. Note, however, that it is possible the 50
per cent of median income threshold may no
longer be considered appropriate in the context of
a poverty measure that takes into account both
income and wealth.
Who is income poor but not asset poor? Table 5.10
briefly considers this question: using 2010 data,
presenting the family-type distribution of incomepoor people with net wealth above the median
alongside the family-type distribution of incomepoor people with net wealth below the median.
Specifically, it presents the proportions in each of
eight family types. It shows that relatively wealthy
income-poor people are much more likely to be
elderly couples than other income-poor people,
are somewhat more likely to be non-elderly couples without dependent children, and are slightly
more likely to be couples with dependent children. Also evident is that relatively wealthy
income-poor people are much less likely to be in
lone-parent families, and considerably less likely
to be non-elderly single people. To put it another
way, lone-parent families and single people in
income poverty are much more likely also to be
asset poor than people in other family types. Thus,
income poverty rates tend to overstate the prevalence and extent of material deprivation among
couples, and understate it among lone-parent families and single people.
Endnotes
1

In Chapter 12 we consider a broader concept of socioeconomic disadvantage—social exclusion.

2

Note that there is an important distinction between not
being able to afford goods and services and choosing
not to have them. It is the former criterion that determines poverty status.

3

Note, however, that no Australian Government has ever
adopted an official poverty line.
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4

Welfare payments in Australia are known as income support payments, which are benefits that are intended to
represent the primary source of income of recipients. The
major income support payments are the Age Pension,
Disability Support Pension, Carer Payment, Parenting
Payment (Single and Partnered), Newstart Allowance,
Youth Allowance and the Department of Veterans’ Affairs
Service Pension. Studies of welfare reliance in Australia
correspondingly focus on receipt of income support payments, although supplementary government benefits,
known as non-income support payments, are typically
included by studies when determining the extent of welfare reliance of those who have received income support

6.

payments. The major non-income support payments are
Family Tax Benefit (Parts A and B), the Baby Bonus and
Carer Allowance.
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Household consumption expenditure
Roger Wilkins

The HILDA Survey has, from its inception, collected information on household expenditure.
However, it was only in Wave 5 that a relatively
extensive battery of items about household expenditure was first collected. Most of the information
is collected in the self-completion questionnaire
(SCQ). Wave 5 was regarded as an experimental
phase for the collection of expenditure data and
indeed a number of changes were made to the
expenditure questions in Wave 6. Furthermore,
since Wave 6, only persons with responsibility for
paying household bills have been asked to complete the household expenditure section of the
SCQ. Longitudinal analysis of expenditure is therefore best restricted to Waves 6 to 10.
The items measured in the HILDA Survey since
Wave 6 comprise expenditure on: groceries; alcohol; tobacco; taxis and public transport; child care;
meals eaten out; motor fuel; men’s clothing;
women’s clothing; children’s clothing; telephone
and internet services; holidays; education fees;
health care; medicines; health insurance; other
insurance; utilities; motor vehicle repairs and maintenance; home repairs and renovations; new cars;
used cars; computers and related devices; home
audio-visual equipment; household appliances;
household furniture; rent on primary residence;
and mortgage repayments.
As long as this list is, the HILDA Survey does not
attempt to measure all components of household
expenditure, and therefore does not provide a comprehensive picture of household expenditure decisions. Wilkins and Sun (2010) show that, from Wave
6 onwards, the HILDA Survey in principle captures
between 77 per cent and 80 per cent of total household expenditure on goods and services. Notable
exclusions are: entertainment expenses (such as
movies, museums, gambling and performances);
books, music, magazines, newspapers and online
subscriptions; non-fee education expenses (e.g.
excursions); sport and recreation (e.g. sports equipment, club memberships); gardening products; gifts
and donations; council rates; water and sewage;
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personal and household services (such as provided
by cleaners, hairdressers, massage therapists and
beauticians); health and beauty products; ornaments, art and jewellery; and bank fees and other
financial service charges. Comparing the HILDA
Survey with the ABS Household Expenditure Survey
conducted in 2003–04, Wilkins and Sun (2010)
furthermore find evidence of under-reporting of
‘big ticket’ items that are irregularly purchased,
which mostly comprise consumer durables—home
repairs and renovations, cars, computers and related
devices, home audio-visual equipment, household
appliances and household furniture.
These limitations notwithstanding, it is likely the
household expenditure data collected by the
HILDA Survey can provide insights into economic
wellbeing beyond those insights obtainable from
looking at income. A number of studies have advocated the value of examining the distribution of
household consumption expenditure, even when
the data collected are incomplete (e.g. Barrett et al.,
1999; Crossley and Pendakur, 2006). At the core of
the argument in favour of examining expenditure
is that consumption is closer to the concept of
material wellbeing that concerns economists and
other social scientists than is income, or indeed,
earnings, which are often studied by researchers in
these fields. Crossley and Pendakur (2006) demonstrate this by presenting the following chain link
from wages (earnings per hour of work) through
to material wellbeing:
Wages ﬁ Earnings ﬁ Income ﬁ Consumption ﬁ
Material wellbeing

While interest in household expenditure as a measure of economic wellbeing stems from its correspondence to the level of consumption of goods
and services by household members, the correspondence is in practice far from exact. Many
expenditure items are quite ‘lumpy’, meaning that
current expenditure on those items is a poor measure of the actual consumption of those items; that
is, in any given week, people ‘consume’ the services
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provided by various products that were not
purchased in that week, and also purchase products in that week that are not completely consumed within the week. Most important in this
regard is housing of owner–occupiers, who in
most years do not buy a house, yet still consume
housing services in those years; and in those years
that a house is purchased, they do not ‘consume’
the entire house in that year. Other items in this
category include motor vehicles and consumer
durables. Indeed, for any item that typically lasts
beyond one year, expenditure on that item in any
given year will not be an accurate indicator of consumption of that item.
In principle, to measure economic wellbeing, what
is sought is the household’s purchases of nondurable goods and services in the period under
study, plus the household’s consumption in that
period of services delivered by durable goods and
services (such as housing, cars, household appliances and furniture). However, following the
approach of Crossley and Pendakur (2006), and
reflecting the limitations of the data, the consumption measure adopted in this report approximates
consumption expenditure as equal to the sum of
expenditure on groceries, alcohol, tobacco, taxis,
public transport, child care, meals eaten out, motor
fuel, clothing, telephone and internet services, holidays, education fees, health care, insurance, utilities, motor vehicle repairs and maintenance, and
rent.1 To these items we additionally add imputed
rental expenditure on owner-occupied housing,
public housing and rent-free housing. As was the
case for the estimation of imputed rental income in
Chapter 4, estimation of imputed rental expenditure is based on the approach adopted for the
Cross-National Equivalent File. However, whereas
imputed rental income is 4 per cent of the difference between the home value and the remaining
mortgage principal, imputed rental expenditure is
simply 4 per cent of the total home value.2
No attempt is made to estimate consumption of
durables other than housing, since all that is
known about the durables for which expenditure
data are gathered is the reported value of those
purchased in the last year, which—even if not
under-reported—will in general be a poor guide to
consumption of services of durables. We therefore
refer to this measure as ‘non-durable consumption’
expenditure. While this does contain expenditure
for one durable—housing—it is a measure of consumption of housing in the current year (and so
therefore is ‘non-durable’) rather than simply total
(actual) housing expenditure in that year.
To utilise the full set of expenditure information
provided by the HILDA Survey data, we also present estimates on the distribution of expenditure for
an additional measure which we label ‘total consumption expenditure’. This is an expanded consumption measure that includes all consumption
expenditure items collected by the HILDA Survey,

Household expenditure and consumption
Households spend money on both non-durable and
durable goods and services. Non-durables—goods and
services consumed fairly soon after purchase—include
such items as groceries, fuel and holiday expenditures.
Durables, by contrast, are typically consumed over long
periods of time, and include such items as housing, cars,
household appliances and furniture. To measure nondurable consumption of a household during a particular
period, it is generally sufficient to measure expenditure
on non-durables in that period. However, measuring
durables consumption is more difficult. First, the full
stock of durables held by the household needs to be
known—some durables may have been purchased in
the period being examined, but most will have been
purchased previously. Second, we need to estimate the
value of the consumption services delivered by those
durables in the period (e.g. impute a rental value for
owner-occupied housing), something that is inherently
difficult to do.

adding home repairs and renovations, new cars,
used cars, computers and related devices, home
audio-visual equipment, household appliances and
household furniture to the non-durable consumption measure. All of these additions are consumer
durables. This measure will not correlate so well
with consumption because of the lumpy nature of
expenditures on the additional items included.
For most of the analysis, we equivalise household
expenditure in the same manner as income was
equivalised earlier in this report, for the same reasons as apply to income. The HILDA Survey obtains
usual weekly expenditure on groceries, alcohol,
tobacco, taxis and public transport, child care and
meals eaten out, usual monthly expenditure on
motor fuel, clothing and telephone and internet services, and total annual expenditure on all other
items. Rental payments are reported for the timeframe chosen by the respondent. For all analysis,
expenditure items are converted to annual amounts
by multiplying weekly expenditures by 52.14 and
monthly expenditures by 12. As with income, all
dollar values are expressed in December quarter
2010 prices.
Household expenditure, 2006 to 2010
Table 6.1 examines the distribution across individuals of household non-durable consumption expenditure and household total consumption expenditure. It contains mean (unequivalised) household
expenditure and summary statistics on the distribution of equivalised household expenditure.
Estimates are presented for annual expenditure in
each year from 2006 to 2010 as well as for total
expenditure over the entire five-year period.
Mean household non-durable consumption
expenditure, expressed in December 2010 prices,
increased from $52,604 in 2006 to $56,922 in 2010.
By construction, the total consumption expenditure of each household exceeds non-durable
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consumption expenditure, increasing from $62,155
to $66,688. For both the non-durable and total
consumption measures, equivalising almost halves
mean expenditure. Dispersion or inequality in
equivalised expenditure is higher for total consumption expenditure than non-durable consumption
expenditure, with the ratio of the 90th percentile to
the median (p90/p50), the ratio of the median to the
10th percentile (p50/p10) and the Gini coefficient all
greater. This is largely due to the infrequent and
irregular nature of purchases of durable consumption goods. For example, only some households will
purchase a new car in a given year. These households will have relatively high total expenditure in

that year compared with households that do not
purchase a new car, which will translate into greater
dispersion in the distribution of total expenditure
compared with the distribution of non-durable
consumption expenditure, which contains only
items regularly purchased by most households.
Table 6.1 makes use of the longitudinal expenditure data by examining consumption expenditure
over the totality of the five years from 2006 to
2010, derived by adding together each individual’s
five annual values of equivalised household consumption expenditure. As expected, there is less
dispersion in total expenditure over five years

Table 6.1: Distribution of household equivalised expenditure across individuals (December 2010 prices)
2006

2007

2008

2009

2010

2006 to 2010
(5-year expenditure)

52,604

54,266

55,080

54,633

56,922

275,122

Mean ($)

27,602

28,447

28,862

28,603

30,043

147,311

Median ($)

24,598

25,307

25,755

25,495

26,204

131,204

p90/p50

1.75

1.78

1.78

1.78

1.76

1.69

p50/p10

1.76

1.70

1.72

1.71

1.77

1.58

Gini coefficient

0.258

0.253

0.257

0.256

0.276

0.242

62,155

63,828

63,790

63,648

66,688

323,077

Mean ($)

32,620

33,414

33,324

33,244

35,052

172,430

Median ($)

27,626

28,486

28,268

28,756

29,107

151,000

p90/p50

1.94

1.94

1.97

1.89

1.95

1.8

p50/p10

1.87

1.79

1.78

1.82

1.86

1.69

Gini coefficient

0.298

0.291

0.290

0.288

0.309

0.265

Non-durable consumption expenditure
Mean unequivalised ($)
Equivalised

Total consumption expenditure
Mean unequivalised ($)
Equivalised

Figure 6.1: Median equivalised non-durable expenditure by family type
35,000
33,000
31,000

$ (December 2010 prices)

29,000
27,000
25,000
23,000
21,000
19,000
17,000

Non-elderly couple

Lone parent

Elderly single male

Elderly couple

Non-elderly single male

Elderly single female

Couple with children

Non-elderly single female

15,000
2006

32

2007
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than in a single year, since there is less variation
across households in purchases of durables. For
example, more households will purchase a new
car over a five-year period than do over a oneyear period. However, inequality in non-durable
consumption expenditure is also lower over the
five-year period, albeit only slightly in most years,
with the Gini coefficient decreasing from approximately 0.26 in each year from 2006 to 2009 to 0.24
for five-year expenditure.
Focusing on non-durable consumption expenditure,
we see that inequality in expenditure is considerably
less than inequality in income. In all years, the ratio
of the 90th percentile to the median and the ratio of
the median to the 10th percentile are between 1.70
and 1.78, while the Gini coefficient is between 0.253
and 0.256 in each year from 2006 to 2009, before
increasing to 0.276 in 2010. These compare with
estimates for equivalised income over this period of
at least 1.86 for the ratio of the 90th percentile to the
median, at least 2.10 for the ratio of the median to
the 10th percentile, and at least 0.302 for the Gini
coefficient (see Table 4.2).
Differences in equivalised non-durable consumption expenditure levels by family type are compared
in Figure 6.1. Median consumption expenditure is
consistently lowest for lone-parent households and
highest for non-elderly couples. However, differences in median expenditure across family types are
not particularly large, especially when compared
with income (see Figure 4.1). Most notably, elderly
couples have reasonably high average levels of
non-durable consumption, despite having low average incomes. To a significant extent, this reflects
high rates of (outright) home ownership among
the elderly, and possibly relatively high stocks of
consumer durables, leaving more income free to be
spent on non-durables. Elderly single males and
females similarly have relatively high average levels
of non-durable consumption expenditure, although
they are not as well off as elderly couples.

in Australia. There are now five years of data available, allowing medium-term consumption expenditure dynamics to be investigated. Table 6.2 presents
statistics on the distribution of changes in individuals’ equivalised household expenditure from each
year to the next and from 2006 to 2010. The mean
change in equivalised non-durable consumption
expenditure was $1,195 from 2006 to 2007, $579
from 2007 to 2008, –$165 from 2008 to 2009 and
$1,919 from 2009 to 2010. The median change was
$975 from 2006 to 2007, $330 from 2007 to 2008, –$69
from 2008 to 2009 and $658 from 2009 to 2010.
Mean and median changes in the total consumption
expenditure are low or negative between 2007 and
2009, before increasing strongly between 2009 and
2010. There are thus clear indications that households reacted to the economic downturn in 2008 by
reducing consumption expenditure, despite the fact
that mean and median income changes were still
positive (as shown in Chapter 6). This is consistent
with National Accounts estimates showing a rise in
household saving in 2008−09 (ABS, 2011, Table 36).
Of course, mean and median changes simply
convey the ‘central tendency’ of changes, and there
is considerable variation in changes across individuals. The 10th percentile of changes in equivalised
non-durable consumption expenditure was a
decrease of $7,365 from 2006 to 2007, $8,076 from
2007 to 2008, $9,115 from 2008 to 2009 and $8,047
from 2009 to 2010. The 90th percentile of changes
was an increase of $10,257 from 2006 to 2007,
$9,323 from 2007 to 2008, $8,802 from 2008 to
2009 and $10,431 from 2009 to 2010. The total
expenditure measure exhibits an even greater
degree of variation in changes. This is consistent
with the ‘lumpy’ nature of expenditure on the
durable items included in the total consumption
measure. For example, if a person bought a car in
2006, they were less likely to buy one in 2007 and
were therefore more likely to have a decrease in
expenditure; while a person who did not buy a car
in 2006 was more likely to buy one in 2007 and as
a consequence have an increase in expenditure.

Longitudinal analysis of changes in
household expenditure

Housing costs

The availability of comparable expenditure data in
every wave since Wave 6 creates new possibilities
for longitudinal analysis of household expenditure

An important component of household expenditure is housing, both because it is typically the
single largest component in the household budget,

Table 6.2: Change in household equivalised consumption expenditure ($, December 2010 prices)
2006 to 2007

2007 to 2008

2008 to 2009

2009 to 2010

2006 to 2010

Non-durable consumption expenditure
Mean
Median

1,195

579

–165

1,919

4,651

975

330

–69

658

1,911

90th percentile

10,257

9,323

8,802

10,431

14,345

10th percentile

–7,365

–8,076

–9,115

–8,047

–9,639

1,245

–57

29

2,241

4,678

912

48

21

729

1,899

Total consumption expenditure
Mean
Median
90th percentile

15,528

13,560

14,395

16,238

20,130

10th percentile

–13,209

–14,545

–13,719

–13,047

–15,536
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and also because adequate housing is widely
regarded as crucial to satisfactory economic wellbeing. A particular issue that has received considerable attention from researchers is ‘housing
stress’, which occurs when a household’s expenditure on housing is, by necessity, ‘excessively’
high. Various definitions of housing stress have
been employed by researchers, but a common
approach is to define housing stress as a situation
where a relatively low-income household spends
more than a particular proportion of household
income on housing. A reasonably common standard for defining housing stress in Australia is the
so-called ‘30/40 rule’ (e.g. Yates and Gabriel,
2006), whereby a household is in housing stress if
housing costs exceed 30 per cent of gross income
and equivalised income of the household
is below the 40th percentile. In this section, we
provide a brief examination of housing costs and
the prevalence and persistence of housing stress
measured using the 30/40 rule.3
Figure 6.2 presents mean expenditure on housing
as a proportion of household disposable income
in each year, disaggregated by quintile of the
equivalised income distribution. We define housing costs as mortgage repayments and rent. Note
that we therefore exclude other expenditures that
could be considered housing costs, including
expenditure on council rates, water, energy, communications, home repairs and maintenance, and
home insurance. Strikingly, housing costs are a
markedly higher proportion of income for people
in the bottom income quintile, hovering between
21 per cent and 23 per cent of income over the

2001 to 2010 period. More generally, mean housing costs as a share of income tend to be lower the
higher the income quintile, although the middle
three quintiles have quite similar mean housing
cost shares. Also notable is that housing costs have
increased as a share of income for the top four
quintiles, with the increase largest for the fourth
quintile. No trend increase is evident for the
bottom income quintile.
Table 6.3 presents estimates of the prevalence of
housing stress, where housing stress is defined on
the basis of the 30/40 rule. However, we adopt a
variation on this rule, whereby a person is in
housing stress if household housing costs exceed
30 per cent of household disposable income rather
than household gross income. The reason for this
variation is that it is hard to conceive why gross
income is the appropriate income measure, and it
is particularly problematic for analysis of changes
over time, when changes to income tax rates and
thresholds have occurred, altering the relationship
between gross and disposable income.
According to the HILDA Survey data, the overall
prevalence of housing stress has remained fairly
steady over the 2001 to 2010 period, varying from
8.9 per cent in 2001 and 2009 to 10.6 per cent in
2007. Housing stress is highest among private
renters and lowest among owner–occupiers.
Housing stress is also relatively common among
renters of public housing, and indeed there was a
large increase for this group in 2007, when the
proportion in housing stress rose to 16.2 per cent,
up from 6.7 per cent in 2005. Since 2007, however,

Figure 6.2: Mean housing costs as a percentage of household disposable income, by income quintile
25
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the prevalence of housing stress among public
renters has steadily declined, measuring 11.4 per
cent in 2010. There are also substantial differences
in the prevalence of housing stress by family type.
At one end of the spectrum, between one-fifth and
one-quarter of people in lone-parent families are
in housing stress in each year; at the other end of
the spectrum, around 2 to 4 per cent of elderly
couples are in housing stress each year. Nonelderly couples also have relatively low rates of
housing stress, while non-elderly single people
have relative high rates of housing stress.

table, but all estimates show that at least 33.0 per
cent of those initially in housing stress were in
housing stress two years later, and at least 25.9 per
cent were in housing stress five years later.
Indeed, of those in housing stress in 2001, 24.0 per
cent were in housing stress in 2010. However, it is
clear that not all had been in housing stress in all
of the intervening years—for example, only 21.5
per cent were in housing stress in 2009. It would
therefore seem that there is a reasonably high
degree of recurrence of housing stress, although
we do not directly investigate recurrence of housing stress in this report.

Table 6.4 examines the persistence of housing
stress among those initially in housing stress (in
2001, 2003, 2005, 2007 and 2009), presenting the
proportion in stress in each subsequent year. Of
those initially in housing stress, the proportion in
housing stress in the next year is between 46 per
cent and 48 per cent in all of the periods examined in the table. Thus, (slightly) more often than
not, those in housing stress in one year are not in
housing stress in the next year. Nonetheless, a significant degree of persistence, and indeed recurrence, of housing stress is evident. There is some
variation across the base periods examined in the

Endnotes
1

Crossley and Pendakur (2006) also include household
furnishings and equipment, which we have classified
as durables.

2

In earlier volumes of the Statistical Report, imputed
rental expenditure was estimated as 5 per cent of total
home value. While there is no strong basis for preferring
four or five per cent of home value as the imputed rental
expenditure, the switch to 4 per cent was made because
it was decided that it was preferable to be consistent
with the CNEF approach.

Table 6.3: Prevalence of housing stress (%)
All persons

2001

2003

2005

2007

2008

2009

2010

8.9

9.7

9.3

10.6

10.3

8.9

9.8

Tenure type
Owner–occupier

5.4

6.0

6.4

8.0

7.4

5.4

6.0

Private renter

19.0

20.3

18.3

17.7

18.7

18.3

20.7

Public renter

9.7

12.6

6.7

16.2

13.9

12.3

11.4

Non-elderly couple

5.9

6.7

6.2

6.2

6.0

7.1

6.8

Couple with children

8.6

8.7

9.1

11.6

10.4

6.8

9.3

Lone parent

19.3

22.1

21.8

21.4

23.3

19.9

25.2

Non-elderly single male

10.0

11.7

9.8

10.9

12.2

11.8

10.8

Non-elderly single female

12.9

16.1

12.5

14.1

12.2

14.3

12.7

Elderly couple

3.0

2.5

2.8

3.7

4.3

4.7

3.9

Elderly single male

4.7

9.1

9.3

9.4

8.5

10.3

8.7

Elderly single female

7.0

8.2

6.4

8.7

10.0

8.7

8.1

Family type

Note: Those in ‘other’ tenure types (such as boarding and ‘free rent’) are included in the ‘private renter’ category.

Table 6.4: Persistence of housing stress (%)
Persons in
housing stress
in 2001

Persons in
housing stress
in 2003

Persons in
housing stress
in 2005

Persons in
housing stress
in 2007

Persons in
housing stress
in 2009
46.8

Also in housing stress…
1 year later

46.9

48.2

46.0

45.6

2 years later

39.4

33.7

39.2

33.0

–

3 years later

31.8

27.7

38.3

31.0

–

4 years later

30.2

37.8

26.4

–

–

5 years later

25.9

28.4

29.4

–

–

6 years later

30.3

21.3

–

–

–

7 years later

28.3

23.8

–

–

–

8 years later

21.5

–

–

–

–

9 years later

24.0

–

–

–

–

Note: This table presents the percentage of people initially in housing stress (in the year indicated by the column heading) who were also in housing stress in
each subsequent year.
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3

In practice, the incidence and prevalence of housing
stress is relatively insensitive to the use of gross income
in place of disposable income, essentially because lowincome households pay little or no income tax.
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Labour Market Outcomes
A primary focus of the HILDA Survey is the labour market activity of household members. In each wave,
detailed information is obtained from respondents to ascertain their labour force status, current and previous financial year earnings, hours worked, the type of work undertaken, employer characteristics and a
host of other work-related aspects. Perceptions and attitudes on a range of labour market issues, such as
satisfaction with the current main job, likelihood of retaining the current job and preferred hours of work,
are also collected every year. Periodically, additional information is gathered on retirement intentions, attitudes to work and, more recently, work-related training and experience of job-related discrimination.
Such an emphasis on the labour market reflects the pivotal role employment plays in determining economic and social wellbeing. Not only is it the key determinant of the majority of households’ incomes,
it is key to participation in society both economically and socially. Understanding individuals’ labour
market outcomes, and the causes and consequences of those outcomes, is correspondingly core to the
purpose of the HILDA Survey.
In this section, we present brief overviews of some of the key labour market dimensions on which the
HILDA Survey provides unique information in the Australian context, examining: transitions in labour
force status; wage progression over time; and changes over time in preferred and actual hours of work.
Part B of this report additionally contains an article (Chapter 18) on employed people who work at
home, describing the extent and persistence of such arrangements, and the characteristics of workers
who work from home.

7.

Mobility in labour force status
Richard Burkhauser and Markus Hahn

Standard statistical summaries divide the potential
working-age (aged 15 years and over) population
into ‘employed’ (either full-time or part-time),
‘unemployed’ (those not working who are actively
seeking work) and ‘not in the labour force’ (those
not working who are not actively seeking work).
The HILDA Survey, by collecting data from the
same respondents every year, allows users to
assess many aspects of labour force status mobility—that is, movements over time across different
labour force states. Hence, researchers can identify
who is currently in full- or part-time employment,
unemployment or out of the labour force in any
given year, and create aggregate statistics on the
working-age population on a yearly basis. In addition, it is also possible to show who remains in
those states and who moves to different labour

market states over time and how aggregate statistics on these transitions can, for instance, vary with
aggregate labour market conditions.
A cross-sectional view of labour force status
In Table 7.1, we report the 2010 labour force status
of the HILDA population aged 15 years and over by
sex and age group. Prime-age men (aged 25 to 54
years) are more likely to be employed than younger
or older men, and, if employed, are more likely
to be employed full-time. Their unemployment–
population rate was 3.7 per cent, and only 7.9 per
cent were out of the labour force. Prime-age
women are also more likely to be employed than
younger or older women and, if employed, they
are also more likely to be employed full-time.
Their unemployment–population rate was 2.8 per

Labour force status
In this report, insofar as is possible, we follow international and Australian Bureau of Statistics (ABS) conventions in determining an individual’s labour force status. In particular:
•

A person is classified as employed if that person had a job, business or farm in the week leading up to the interview,
and had either worked in the last four weeks or had not worked but: had been in paid work for any part of the last four
weeks; or had been on worker’s compensation and expected to return to work for the same employer; or had not
worked because of a strike or lock-out.

•

An employed person is classified as part-time employed if usual weekly hours of work in all jobs total less than 35.
Otherwise, an employed person is classified as full-time employed.1

•

A non-employed person is classified as unemployed if that person had actively looked for work at any time in the four
weeks preceding the interview and was available to start work in the week preceding the interview; or if that person was
waiting to start a new job within four weeks from the date of interview and could have started in the week preceding the
interview if the job had been available. Otherwise, a non-employed person is classified as not in the labour force (NILF).

Families, Incomes and Jobs, Volume 8

37

45956 Hilda vol 8 A_MIAESR stat report 15/05/13 8:45 AM Page 38

Labour Market Outcomes

cent, and 22.9 per cent were out of the labour
force. The employment rate of prime-age women
is lower than that of prime-age men. If not
employed, they are considerably more likely to be
out of the labour force than are prime-age men.

2.9 per cent in 2008 to 4.2 per cent in 2009. This
rate declined to 3.6 per cent in 2010. In contrast,
there was little change in the percentage of all males
of working age who were not in the labour force
over this same period. Women’s unemployment–
population rates changed much less over the
entire period. They increased slightly from 2.8 per
cent in 2008 to 3.0 per cent in 2009 and remained
at that level in 2010. Women’s not-in-the-labourforce rates fell until 2008 and then rose in 2009. In
2010 they fell, but not to 2008 levels.

In Table 7.2, we report the labour force outcomes
of men and women aged 15 years and over for
various HILDA years (2001 to 2010). Employment
rates (the percentage of all persons of working
age who are employed) consistently increased for
men and women from 2001 through 2008. The
rates fell in 2009, most likely as a result of reduced
demand for labour associated with the Global
Financial Crisis. While employment rates of men
and women increased in 2010, they were still
below their 2008 peak levels. Full-time employment rate patterns are similar; they rose through
2008, declined in 2009 and rose somewhat in
2010. In 2009, part-time employment rates
increased for both men and women but remained
at about that same level in 2010. The male unemployment-population rate increased from a low of

A dynamic view of labour force status
How many people move into, or out of, the labour
force from one year to the next? How many move
from full- to part-time employment or vice versa?
And have the negative outcomes of the employment decline from 2008 to 2009 shown in Table
7.2 been completely overcome, or have there
been people who lost their jobs who have not
regained employment by 2010? The first panel of
Table 7.3 reports transitions in labour force status

Table 7.1: Labour force status by sex and age group, 2010 (%)
Age group
15–24

25–54

55–64

65 and over

All

Males
Employed

64.0

88.4

68.4

14.4

70.1

Employed full-time

38.1

81.0

53.7

5.8

58.1

Employed part-time

25.9

7.4

14.7

8.6

12.0

7.6

3.7

*1.7

*0.1

3.6

28.5

7.9

29.9

85.5

26.3

100.0

100.0

100.0

100.0

100.0

Unemployed
Not in the labour force
Total
Females
Employed

64.5

74.3

49.7

6.8

58.1

Employed full-time

27.7

42.3

25.8

2.1

30.9

Employed part-time

36.7

32.0

23.8

4.7

27.2

7.3

2.8

*1.9

*0.0

3.0

28.3

22.9

48.4

93.2

38.9

100.0

100.0

100.0

100.0

100.0

Unemployed
Not in the labour force
Total

Notes: * Estimate not reliable. Percentages may not add up to 100 due to rounding.

Table 7.2: Labour force status of the population aged 15 years and over, 2001 to 2010 (%)
2001

2005

2006

2007

2008

2009

2010

Males
Employed

68.0

69.6

70.2

70.3

70.5

69.4

70.1

Employed full-time

56.8

58.5

57.8

58.5

59.7

57.3

58.1

Employed part-time

11.2

11.1

12.5

11.8

10.9

12.1

12.0

5.3

3.5

3.1

2.9

2.9

4.2

3.6

26.8

26.9

26.6

26.8

26.6

26.4

26.3

100.0

100.0

100.0

100.0

100.0

100.0

100.0

Unemployed
Not in the labour force
Total
Females
Employed

53.2

56.1

56.9

58.1

58.8

57.6

58.1

Employed full-time

28.1

28.6

30.4

31.1

31.7

30.4

30.9

Employed part-time

25.2

27.6

26.5

27.1

27.1

27.2

27.2

3.5

2.9

2.7

2.6

2.8

3.0

3.0

43.3

41.0

40.5

39.2

38.5

39.4

38.9

100.0

100.0

100.0

100.0

100.0

100.0

100.0

Unemployed
Not in the labour force
Total

Note: Percentages may not add up to 100 due to rounding.
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for men aged 15 years and over from 2009 to
2010.2 Most full-time male workers in 2009 (91.8
per cent) were still in full-time employment in
2010 but some moved into part-time employment
(4.1 per cent), some became unemployed (1.8 per
cent), and some left the labour market (2.3 per
cent). There was also little movement among
males who were not in the labour force in 2009:
85.4 per cent remained out of the labour force in
2010, 11.1 per cent moved into employment (fullor part-time), and 3.5 per cent were searching for
work but not finding it. The majority of male parttime workers in 2009 remained in part-time work
in 2010 (59.7 per cent) but a substantial share
(25.1 per cent) moved to full-time work as
employment demand picked up after the Global
Financial Crisis; another 11.4 per cent left the
labour force; and a smaller group (3.8 per cent)
moved into unemployment. Unemployment was a
less permanent state: only 35.6 per cent of those
unemployed in 2009 remained unemployed in
2010, while 39.2 per cent moved into employment, and 25.3 per cent left the labour force.

transitions over the earlier years reported in
Table 7.3. Doing so provides greater insight
into the longer-term consequences of the 2008 to
2009 employment shock observed in the crosssectional data. We can see that, compared with
year-pairs 2008–2009 and 2009–2010, there was
greater persistence in labour force status from one
year to the next in 2005–2006, 2006–2007 and
2007–2008. The likelihood of remaining fully
employed from one year to the next was higher in
the earlier years, reaching a peak for 2007–2008 of
93.5 per cent, before falling to 91.1 per cent for
2008–2009 and increasing only to 91.8 per cent for
2009–2010. More dramatically, only about onequarter of men remain unemployed in the three
year-pairs before the employment shock of 2008
to 2009, but 27.6 per cent of those unemployed in
2008 remained unemployed in 2009, and 35.6 per
cent of those unemployed in 2009 remained
unemployed in 2010. Finally, the percentage of
men who remained out of the labour force was
slightly higher between 2008 and 2009 and
between 2009 and 2010 than in the earlier yearpairs. Less persistence in male full-time employment and more persistence in male unemployment and non-participation in the labour force are

These transitions between 2009 and 2010 are put
into perspective by comparing them to one-year

Table 7.3: Yearly changes in labour force status between 2005 and 2010—Males aged 15 years and over (%)
Labour force status
Full-time

Part-time

Unemployed

Not in the labour force

Total

2009 to 2010
Full-time

91.8

4.1

1.8

2.3

100.0

Part-time

25.1

59.7

3.8

11.4

100.0

Unemployed

24.7

14.5

35.6

25.3

100.0

5.2

5.9

3.5

85.4

100.0

58.5

11.7

3.8

26.0

100.0

Not in the labour force
Total
2008 to 2009
Full-time

91.1

5.0

1.9

2.1

100.0

Part-time

21.9

59.1

5.0

13.9

100.0

Unemployed

25.2

14.0

27.6

33.2

100.0

4.4

6.5

5.5

83.6

100.0

58.8

11.6

3.9

25.7

100.0

Not in the labour force
Total
2007 to 2008
Full-time

93.5

3.5

1.1

2.0

100.0

Part-time

29.2

51.0

4.0

15.8

100.0

Unemployed

26.4

18.3

24.6

30.7

100.0

6.1

6.7

3.9

83.3

100.0

60.9

10.5

2.9

25.7

100.0

Not in the labour force
Total
2006 to 2007
Full-time

92.4

3.8

1.1

2.7

100.0

Part-time

26.3

57.9

3.9

11.9

100.0

Unemployed

31.9

23.7

25.5

18.9

100.0

5.9

5.9

4.2

84.0

100.0

59.7

11.6

3.0

25.7

100.0

Not in the labour force
Total
2005 to 2006
Full-time

92.5

4.2

1.0

2.3

100.0

Part-time

22.4

61.0

4.1

12.6

100.0

Unemployed

33.5

16.9

24.7

25.0

100.0

4.9

6.4

5.3

83.4

100.0

59.5

11.4

3.3

25.8

100.0

Not in the labour force
Total

Note: Percentages may not add up to 100 due to rounding.
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Table 7.4: Yearly changes in labour force status between 2005 and 2010—Females aged 15 years and over (%)
Labour force status
Full-time

Part-time

Unemployed

Not in the labour force

Total

2009 to 2010
Full-time

82.1

11.5

1.7

4.7

100.0

Part-time

15.0

70.1

2.2

12.7

100.0

Unemployed

17.5

26.8

27.7

28.1

100.0

3.3

7.0

3.1

86.6

100.0

30.9

26.3

3.2

39.6

100.0

Not in the labour force
Total
2008 to 2009
Full-time

81.3

11.6

1.3

5.8

100.0

Part-time

14.5

73.0

2.3

10.3

100.0

Unemployed

16.9

22.7

28.9

31.5

100.0

1.7

8.1

2.7

87.6

100.0

30.8

27.2

2.9

39.1

100.0

Not in the labour force
Total
2007 to 2008
Full-time

83.3

11.1

1.0

4.7

100.0

Part-time

17.1

71.2

2.3

9.4

100.0

Unemployed

17.5

33.2

17.7

31.6

100.0

2.6

8.3

3.6

85.6

100.0

32.1

26.7

2.8

38.4

100.0

Not in the labour force
Total
2006 to 2007
Full-time

83.8

11.4

1.2

3.6

100.0

Part-time

17.4

70.3

2.5

9.8

100.0

Unemployed

19.2

35.9

19.4

25.5

100.0

2.4

9.1

2.8

85.7

100.0

31.6

26.5

2.7

39.2

100.0

Not in the labour force
Total
2005 to 2006
Full-time

84.9

9.7

0.9

4.5

100.0

Part-time

16.5

69.9

2.2

11.4

100.0

Unemployed

22.5

33.5

14.7

29.3

100.0

2.3

8.8

3.1

85.8

100.0

30.5

26.4

2.6

40.5

100.0

Not in the labour force
Total

Note: Percentages may not add up to 100 due to rounding.

all consistent with a weaker post-Global Financial
Crisis labour market.
Table 7.4 presents much the same picture for
women aged 15 years and over, although patterns
are less pronounced. Most full-time female workers
in 2009 (82.1 per cent) remained in full-time
employment in 2010, though some moved into
part-time employment (11.5 per cent), some
became unemployed (1.7 per cent), and some left
the labour market (4.7 per cent). There was also
little movement among women who were not in
the labour force in 2009: 86.6 per cent remained
out of the labour force in 2010, 10.3 per cent
moved into employment, and 3.1 per cent became
unemployed. The majority of female part-time
workers in 2009 remained in part-time work in
2010 (70.1 per cent), but a non-trivial share (15.0
per cent) moved to full-time work as employment
demand picked up, with some leaving the labour
force (12.7 per cent) and a smaller group (2.2 per
cent) moving into unemployment. Unemployment
was a less permanent state. Only 27.7 per cent of
those unemployed 2009 remained unemployed in
2010, with 44.3 per cent moving into employment
and 28.1 per cent leaving the labour force.
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As was the case for men, the transition patterns in
the year-pairs prior to the employment shock of
2008–2009 differ from those in 2008–2009 and
2009–2010. The likelihood of remaining fully
employed was higher between 2007 and 2008 (83.3
per cent) than between 2008 and 2009 (81.3 per
cent) and increased only to 82.1 per cent for 2009
to 2010. More dramatically, less than one-fifth of
women remained unemployed in the three yearpairs before the employment shock of 2008 to
2009, but 28.9 per cent of women unemployed in
2008 remained unemployed in 2009, and 27.7 per
cent of women unemployed in 2009 remained
unemployed in 2010. Finally, the percentage of
women who remained out of the labour force was
higher for 2008 to 2009 and 2009 to 2010 than in
the three earlier year-pairs. Less persistence in female
full-time employment and greater persistence in
female unemployment and non-participation in the
labour force are all consistent with a weaker postGlobal Financial Crisis labour market.
Table 7.5 repeats our analysis of one-year transitions reported in Tables 7.3 and 7.4. But now we
focus on prime-age workers—specifically, persons
who were aged 25 to 53 years in each year-pair.
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Table 7.5: Yearly changes in labour force status between 2005 and 2010—Persons aged 25 to 54 years (%)
Labour force status
Full-time

Part-time

Unemployed

Not in the labour force

Total

2009 to 2010
Full-time

90.2

5.7

1.7

2.4

100.0

Part-time

18.2

70.0

2.3

9.5

100.0

Unemployed

26.6

17.7

34.7

21.0

100.0

6.7

12.1

6.9

74.3

100.0

60.9

19.6

3.7

15.9

100.0

Not in the labour force
Total
2008 to 2009
Full-time

89.6

6.6

1.4

2.4

100.0

Part-time

18.8

70.4

2.1

8.8

100.0

Unemployed

19.1

12.6

34.4

33.9

100.0

4.9

11.3

6.1

77.7

100.0

61.7

19.4

3.1

15.7

100.0

Not in the labour force
Total
2007 to 2008
Full-time

91.9

5.4

0.8

1.9

100.0

Part-time

21.6

66.6

2.3

9.5

100.0

Unemployed

28.8

18.7

22.2

30.2

100.0

7.9

14.0

6.6

71.6

100.0

63.0

19.0

2.6

15.5

100.0

Not in the labour force
Total
2006 to 2007
Full-time

91.3

5.5

1.1

2.2

100.0

Part-time

21.5

69.0

2.1

7.4

100.0

Unemployed

25.5

22.0

23.1

29.3

100.0

6.9

12.0

6.3

74.8

100.0

62.3

19.2

2.7

15.8

100.0

Not in the labour force
Total
2005 to 2006
Full-time

91.5

5.3

0.8

2.4

100.0

Part-time

19.9

68.9

2.4

8.8

100.0

Unemployed

32.9

18.6

17.7

30.9

100.0

5.0

14.5

7.3

73.3

100.0

61.4

19.7

2.7

16.2

100.0

Not in the labour force
Total

Note: Percentages may not add up to 100 due to rounding.

Here the differences are even starker for pre- and
post-Global Financial Crisis pair-years. The likelihood of remaining fully employed was higher,
reaching a peak of 91.9 per cent in 2007–2008
before falling to 89.6 per cent in 2008–2009 and
increasing to 90.2 per cent in 2009–2010. More dramatically, only 22.2 per cent of prime-age workers
remained unemployed in 2007–2008. This
increased to 34.4 per cent in 2008–2009 and to 34.7
per cent in 2009–2010. In addition, persistence in
part-time employment was greater and moves to
full-time employment were fewer in the two most
recent year-pairs than in the three earlier yearpairs. For instance, in 2009–2010, 70.0 per cent of
part-time workers remained in part-time work
while 18.2 per cent moved to full-time work. In
contrast, in 2007–2008 the numbers were 66.6 and
21.6 per cent, respectively. Finally, the percentage
of prime-age persons who remained out of the
labour force was considerably higher in 2008–2009
(77.7 per cent) than in 2007–2008 (71.6 per cent).
All of these differences found in the HILDA panel
data are consistent with longer-run effects of a
weaker post-Global Financial Crisis labour market.

Endnotes
1

The definition of part-time employment adopted in this
report differs from the definition the Australian Bureau
of Statistics uses in its Labour Force Survey. The ABS
definition requires both usual and current actual weekly
hours to be less than 35.

2

The measure of labour mobility used in this report is
based on labour force status at the time of (annual)
interview and therefore does not identify all movements
between labour force states. Some individuals may
move from one labour force state to another and back
to their original state between interview periods—for
example, short periods of unemployment between interviews would not be captured. Hence, persistence in any
labour force state will inevitably be overstated in Table
7.3 as well as in Tables 7.4 and 7.5. The Australian
Bureau of Statistics Labour Force Survey provides the
most precise source for shorter-term labour force status
transitions because it interviews respondents monthly
for eight months. See ABS (2012).

Reference
Australian Bureau of Statistics (2012) Labour Force
Australia, Catalogue No. 6202.0, ABS, Canberra.
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8.

Labour market earnings
Roger Wilkins

Wage rates represent a key dimension of labour
market outcomes. A worker’s wage per hour measures the rate at which his or her labour is
rewarded in the labour market, and thus provides
a measure of the value of that worker’s labour. A
worker’s wage is also an important contributor to
his or her economic wellbeing (along with many
other factors, not least of which is the number of
hours worked). The HILDA Survey data allow us
to not only examine workers’ wages at a point in
time, and track movements in overall wage levels,
but also to track individuals’ wage progression
over time. What is the nature of individuals’ wage
changes? Which workers have had wage growth
and which workers have not? These are some of
the questions which are important to our understanding of the Australian labour market and its
evolution over time.

by dividing reported weekly earnings by reported
weekly hours of work. This provides one rationale
for examining weekly earnings, at least as an addition to the study of hourly earnings. Another reason
for examining weekly earnings is that, for full-time
employees who are paid a salary, the notion of an
hourly wage is less relevant. For example, a fulltime employee may report working more than
40 hours per week, but is implicitly only paid for 40
hours. Possibly, the longer hours of work reflect a
preference of the worker to work longer hours at a
lower intensity per hour. We consequently examine
both weekly and hourly earnings.
In the following analysis of wages, we exclude the
self-employed and employers, whose earnings are
often confounded with returns on capital invested
in the business, either because reported earnings
include a return on capital, or because reported
capital income includes a component that is actually a return on labour. In the case where a
respondent holds more than one job, we restrict
analysis to earnings and hours worked in the
respondent’s main job. All wages are expressed at
December quarter 2010 prices to remove the
effects of inflation.

The HILDA Survey does not ask respondents to
report their hourly wage; rather, usual weekly (typically gross) earnings and usual weekly hours of
work are obtained from everyone who is employed.
Hourly rates of pay can then be calculated from this
information. The hourly rate of pay so obtained is
‘current usual earnings per hour worked’. While the
hourly wage rate is the appropriate focus when
interest is in the rate at which labour is rewarded,
one concern that arises in hourly wage rate analysis
is that additional measurement error is introduced

We begin by describing the earnings distribution
in each year, presenting cross-sectional snapshots
in order to provide an overall picture of earnings

Table 8.1: Distribution of weekly earnings (December 2010 prices)
Mean ($)

Median ($)

10th percentile ($)

90th percentile ($)

Gini coefficient

Mean weekly
hours of work

Full-time employees
2001

1,107

972

569

1,791

0.273

43.7

2002

1,091

965

565

1,759

0.267

43.8

2003

1,115

980

563

1,789

0.271

43.7

2004

1,122

981

586

1,795

0.268

43.3

2005

1,156

1,005

581

1,858

0.273

43.4

2006

1,170

1,029

595

1,886

0.273

43.6

2007

1,203

1,063

603

1,951

0.276

43.3

2008

1,212

1,045

618

1,976

0.277

43.1

2009

1,240

1,080

619

2,033

0.277

42.9

2010

1,262

1,104

630

2,008

0.283

42.7

Change 2001 to 2010

14.0%

13.6%

10.7%

12.1%

0.010

–1.0

Part-time employees
2001

385

324

78

746

0.411

17.8

2002

372

314

75

722

0.408

17.6

2003

381

337

76

735

0.394

17.9

2004

400

359

73

743

0.403

18.2

2005

403

348

86

755

0.392

18.1

2006

413

352

89

782

0.400

18.4

2007

422

359

91

823

0.404

18.3

2008

417

366

87

789

0.402

18.2

2009

429

363

83

826

0.411

18.4

2010

459

402

90

868

0.396

18.7

19.2%

24.1%

15.4%

16.4%

–0.015

0.9

Change 2001 to 2010
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outcomes and changes over the period spanned
by the HILDA Survey. Table 8.1 presents summary
measures of the distribution of weekly earnings
among employees in all ten waves, for full-time
and part-time employees separately.1 Mean weekly
hours of work are also presented in the table to
aid comparisons between full-time and part-time
workers. Real earnings have grown reasonably
steadily over the 2001 to 2010 period. Mean earnings of full-time employees grew from $1,107 in
2001 to $1,262 in 2010, a real (inflation-adjusted)
increase of 14.0 per cent. Growth in mean weekly
earnings received by part-time workers was 19.2
per cent, rising from $385 in 2001 to $459 in 2009.
Since part-time employees are typically paid by
the hour, this increase is partly attributable to
growth in mean weekly hours of work, which rose
from 17.8 in 2001 to 18.7 in 2010. By contrast,
mean weekly hours of work of full-time employees decreased, from 43.7 in 2001 to 42.7 in 2010.
The growth in weekly earnings has not been
restricted to a particular part of the distribution—
that is, earnings have ‘shifted up’ at all levels. This
is indicated by the fact that the weekly wages at
the 10th percentile, at the 50th percentile (the
median) and at the 90th percentile all grew—
although there are nonetheless differences in their
rates of growth. In 2010, a full-time employee at
the 10th percentile of the distribution—with 90 per
cent of full-time employees having higher earnings
—earned 10.7 per cent more than an employee in
the same position in 2001; a full-time employee in
the middle of the distribution earned 13.6 per cent
more in 2010 than a full-time employee in the
middle of the distribution in 2001; and a full-time
employee at the 90th percentile of the distribution
in 2010—with 90 per cent of full-time employees
having lower earnings—earned 12.1 per cent more
than a worker in the same position in 2001. For
part-time employees, the 10th percentile grew by
15.4 per cent, the median grew by 24.1 per cent,
and the 90th percentile grew by 16.4 per cent. It
thus appears that, for both full-time and part-time
employment, wage growth was strongest in the
middle of the wage distribution.
The Gini coefficient, which provides a summary
measure of overall inequality, remained essentially
unchanged over the ten-year period for part-time
employees, but for full-time employees increased
slightly between 2006 and 2010, from 0.273 to
0.283. There is thus evidence of only minor
change in earnings inequality since 2001, although
of course such cross-sectional analysis does not
tell us how individual workers have fared.
Weekly earnings patterns over time can be influenced by changes in hours worked, not only
among part-time workers, but also among fulltime workers. While weekly earnings are clearly a
key concern for employees, labour economists
studying earnings—as opposed to incomes—are
often interested in the ‘rate’ at which labour is

rewarded in the labour market—its ‘price’—and
have correspondingly focused on hourly earnings.
According to the HILDA Survey data (Table 8.2), in
2010 the mean hourly earnings of full-time
employees at December quarter 2010 prices was
$29.40 and the median was $26.05. The differences
between part-time and full-time hourly earnings
are much smaller than the differences in weekly
earnings, reflecting the longer average hours
worked by full-time employees. Nonetheless,
hourly earnings are on average lower for part-time
employees: in 2010, mean hourly earnings of parttime employees were $25.71 and median earnings
were $20.38.
For full-time employees, changes in hourly earnings between 2001 and 2010 are proportionately
higher than the changes evident for weekly earnings, reflecting the decrease in mean weekly hours
of work. The mean increased by 16.0 per cent, the
10th percentile increased by 17.5 per cent, the
median increased by 14.8 per cent, and the 90th
percentile increased by 18.0 per cent. Significantly,
we note that hourly earnings growth was weaker
for the median than for the 10th and 90th percentiles, whereas weekly earnings growth was
strongest for the median. This implies that the
weekly hours worked by an employee at the
median have increased relative to the hours worked
by employees at the 10th and 90th percentiles—
that is, the overall decline in mean weekly hours
of work appears to have been primarily driven by
declines for low- and high-earners.
In contrast to full-time employees, growth in
hourly earnings of part-time employees is proportionately less than growth in weekly earnings,
reflecting the increase in mean weekly hours of
work of part-time employees. Between 2001 and
2010, the mean increased by 9.6 per cent, the 10th
percentile increased by 6.1 per cent, the median
increased by 10.9 per cent and the 90th percentile
increased by 22.5 per cent. This implies that
weekly hours worked increased for employees at
the 10th percentile and median, but decreased for
employees at the 90th percentile. It also suggests
that inequality of hourly earnings increased for
part-time employees, although the Gini coefficient
in fact decreased from 0.367 to 0.343.
Non-cash benefits
The HILDA Survey estimates presented in Tables
8.1 and 8.2 exclude non-cash benefits that were
not, by default, included in reported wage and
salary income. In Wave 10, explicit information on
non-cash benefits received by employees was collected for the first time. Specifically, questions were
added about receipt of non-cash benefits received
as part of a ‘salary sacrifice’ arrangement, and
receipt of other non-cash benefits. Salary sacrifice
involves the employee taking a reduction in cash
wage and salary income in return for goods or services purchased on their behalf by the employer.
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Other non-cash benefits are similarly goods and
services provided by the employer, but for which
there is no offsetting decrease in gross wage and
salary income. Since the mid-2000s, earnings and
income statistics published by the Australian Bureau
of Statistics (ABS) have included salary-sacrificed

income (but not other non-cash benefits) as part of
cash earnings and income (ABS, 2006).
Prior to Wave 10, HILDA Survey respondents were
simply asked to report their wage and salary
income, and it was left to respondents to decide

Table 8.2: Distribution of hourly earnings (December 2010 prices)
Mean ($)

Median ($)

10th percentile ($)

90th percentile ($)

Gini coefficient

Full-time employees
2001

25.34

22.69

13.52

39.10

0.250

2002

24.80

22.61

13.56

38.54

0.239

2003

25.49

22.87

13.99

39.76

0.247

2004

25.92

23.31

14.36

40.15

0.246

2005

26.53

23.56

14.52

40.99

0.248

2006

26.77

24.20

14.40

42.02

0.249

2007

27.66

24.82

15.30

43.31

0.251

2008

28.01

24.94

15.38

43.78

0.251

2009

28.77

25.80

15.72

44.94

0.251

2010

29.40

26.05

15.89

46.13

0.258

Change 2001 to 2010

16.0%

14.8%

17.5%

18.0%

0.008

Part-time employees
2001

23.45

18.37

9.46

35.12

0.367

2002

22.41

18.43

9.21

34.26

0.344

2003

21.94

18.78

9.57

35.51

0.313

2004

23.89

19.33

9.57

35.08

0.357

2005

23.66

19.36

9.99

36.30

0.343

2006

23.72

19.22

10.06

37.25

0.341

2007

23.59

19.99

9.87

37.48

0.330

2008

23.40

19.59

9.80

38.32

0.323

2009

23.65

20.41

10.32

38.70

0.329

2010

25.71

20.38

10.04

43.03

0.343

22.5%

–0.024

Change 2001 to 2010

9.6%

10.9%

6.1%

Table 8.3: Current weekly salary sacrifice and other non-cash benefits received by employees in main job, 2010
Full-time employees
Received (%)

Part-time employees

Mean among
recipients ($)

Received (%)

Mean among
recipients ($)

All non-cash benefits

36.1

222.96

15.7

144.41

Salary sacrifice

19.9

235.81

9.2

196.40

4.0

212.18

1.6

212.67

23.2

144.93

7.7

59.28

Salary sacrifice not previously reported
Other non-cash benefits
Salary sacrifice components
Superannuation

56.4

232.61

45.8

193.91

Motor vehicle

21.9

236.05

5.9

276.62

Computer

3.0

27.67

2.9

20.69

Child care

0.3

222.63

2.0

94.42

1.9

21.15

3.7

45.13

Housing

Telephone

14.5

218.82

26.8

181.54

Household bills

17.4

116.97

24.1

166.21

Other

11.5

113.61

14.0

124.16

Other non-cash benefits components
Superannuation

31.8

110.11

39.5

109.57

Motor vehicle

23.1

239.84

6.4

220.59

Computer

21.1

24.46

7.9

23.01

Child care

0.4

178.53

0.3

125.00

Telephone

40.9

22.51

13.9

18.26

3.8

351.77

2.4

128.79

Housing

16.1

54.52

10.0

41.74

Shares

Car parking

8.8

148.88

8.8

133.00

Other

13.6

78.77

28.6

21.83
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whether to include salary-sacrificed income and
other non-cash benefits. In Wave 10, to preserve
longitudinal consistency, the questions on wage
and salary income were left unchanged, but additional questions on salary sacrifice and non-cash
benefits were included after the original questions.
To avoid double-counting salary-sacrificed income,
respondents reporting salary-sacrificed income were
also asked whether they had already included that
income in their reported wage and salary income.

are motor vehicles and superannuation although,
for full-time employees, housing has the highest
mean value among those who receive it, and ‘telephone’ is the non-cash benefit most commonly
received by full-time employees.
Table 8.3 indicates that non-cash benefits are a significant component of employee remuneration.
Table 8.4 examines the effects of their inclusion on
the distribution of wage and salary income, for fulltime employees and for part-time employees. The
top panel examines the effects of adding salarysacrificed income that was not included as part of
reported wage and salary income, which is the
effect of moving from the existing HILDA Survey
approach to measuring wage and salary income to
the current ABS approach. The effects are relatively
minor, increasing mean weekly earnings of fulltime employees by $9 and increasing mean weekly
earnings of part-time employees by $4. The effects
are primarily on the earnings of those at the upper
end of the earnings distribution, resulting in the
Gini coefficient increasing very marginally for both
full-time and part-time employees.

Table 8.3 summarises the information collected in
Wave 10 on current weekly salary sacrifice and
other non-cash benefits received by employees,
restricting to benefits received in the main job
only. It shows that 36.1 per cent of full-time
employees and 15.7 per cent of part-time employees reported receiving non-cash benefits, with the
mean weekly value being $222.96 for full-time
employees and $144.41 for part-time employees.
The proportion with a salary sacrifice arrangement
was 19.9 per cent for full-time employees and 9.2
per cent for part-time employees, while the proportion receiving other non-cash benefits was 23.2
per cent for full-time employees and 7.7 per cent
for part-time employees. In total, 4 per cent of fulltime employees, and 1.6 per cent of part-time
employees, had received salary-sacrificed income
that they had not included in their reported wage
and salary income. Thus, 20.1 per cent of full-time
employees with salary-sacrificed income did
not include it in their reported wage and salary
income, and 17.4 per cent of part-time employees
with salary-sacrificed income did not include it.

The second panel of Table 8.4 identifies the effects
of all salary-sacrificed income on the earnings distribution, providing an indication of the overall
importance of salary sacrifice. Effects here are necessarily larger, increasing mean weekly earnings of
full-time employees by $47 and mean weekly
earnings of part-time employees by $18. In total,
salary sacrifice increases the Gini coefficient by
0.002 for full-time employees and by 0.003 for
part-time employees.

The most important component of salary-sacrificed
income is superannuation, with 56.4 per cent of
full-time employees, and 45.8 per cent of parttime employees, salary sacrificing superannuation
contributions averaging $232.61 for full-time
employees and $193.91 for part-time employees.
Other significant salary sacrifice components are
motor vehicles, housing and household bills. The
most important types of other non-cash benefits

The third panel of the table examines the total
impact of all non-cash benefits on the earnings distribution. While it is not ABS practice to include
non-cash benefits other than salary sacrifice in
wage measures, it is informative to examine how
inferences on the distribution of remuneration are
impacted by the inclusion of these benefits. The
table shows that all non-cash benefits increase

Table 8.4: Effects of salary sacrifice and other non-cash benefits on the distribution of weekly earnings, 2010
Mean ($)

Median ($)

10th percentile ($)

90th percentile ($)

Gini coefficient

Effects of salary sacrifice not included
in reported wage and salary income
Full-time employees

9

0

2

14

0.001

Part-time employees

4

0

0

30

0.002

Full-time employees

47

42

29

24

0.002

Part-time employees

18

9

0

55

0.003

Full-time employees

80

48

39

150

0.009

Part-time employees

23

9

2

60

0.004

Full-time employees

211

188

122

563

–0.001

Part-time employees

213

164

123

1,027

–0.043

Total effect of salary sacrifice

Total effect of salary sacrifice and
other non-cash benefits

Effects of salary sacrifice—Employees
who did not include it in reported
wage and salary income
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mean weekly earnings by $80 for full-time employees and by $23 for part-time employees, and
increase the Gini coefficient by 0.009 for full-time
employees and by 0.004 for part-time employees.
While these total effects are certainly not negligible, they are nonetheless relatively minor.
The final panel focuses on the effects of including
salary-sacrificed income on the earnings of those
who did not include the salary-sacrificed income in
their reported wage and salary income. The effects
on these employees are large, increasing mean
earnings by $211 for full-time employees and by
$213 for part-time employees. Effects are especially
large for high-earning employees, increasing the
90th percentile by $563 for full-time employees,
and by $1,027 for part-time employees. Despite
this, inequality of earnings among these employees
is slightly lower for full-time employees, and considerably lower for part-time employees, once
salary-sacrificed income is taken into account.
Wages over the working lifecycle
We now turn to the relative strength of the HILDA
Survey, the ability to examine wage progression
(or regression) of individual employees. Figures
8.1 and 8.2 plot mean earnings in the main job of
people who were employees in all ten waves of
the HILDA Survey, broken down by age group in
2001 (20–24, 25–29, 30–39, 40–49 and 50–59).
These may be thought of as equivalent to birth
cohorts born, respectively, in the following periods: 1 July 1976 to 30 June 1981, 1 July 1971 to 30
June 1976, 1 July 1961 to 30 June 1971, 1 July 1951
to 30 June 1961, and 1 July 1941 to 30 June 1951.2

Figure 8.1 examines hourly earnings of all employees, while Figure 8.2 examines weekly earnings of
full-time employees (who were full-time employees
in all waves).3 These are very select samples, but
ones which allow us to plot the evolution of earnings over time of a particular group of individuals.
In particular, changes over time in mean earnings of
all employees (as could be derived from a sequence
of cross-sectional surveys) will be the product of
both changes in earnings outcomes experienced by
people who remain employees, and changes in the
composition of employees—that is, movements
into and out of employment. Figures 8.1 and 8.2
allow us to remove the effects of compositional
change (changes in who works as an employee or
full-time employee) in order to identify how earnings have changed between 2001 and 2010 for the
same group of people. The downside of the restriction to people who were (full-time) employees in
all ten waves is that we only identify the evolution
of earnings for this group of people.
Both figures show strong growth in mean earnings
for all of the birth cohorts over the 2001 to 2010
period. Mean earnings are, perhaps surprisingly,
quite similar across the 25 to 29, 30 to 39, 40 to 49
and 50 to 59 age groups. Unsurprising is that mean
earnings of those aged 20 to 24 years in 2001 are
considerably lower than mean earnings of the
other cohorts, although the gap reduced considerably between 2001 and 2010. This reflects the
broader trend evident of the younger cohorts
having greater growth in mean earnings than the
older cohorts. In particular, growth in both hourly
and weekly earnings was strongest for those aged

Figure 8.1: Mean hourly earnings in main job of persons who were employees in all ten waves, by 2001 age group
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20 to 24 years in 2001, followed by those aged 25
to 29 years in 2001, who had the second-lowest
mean earnings in 2001, but the highest mean earnings of all cohorts in 2010. Growth was lower for
those aged 30 to 39 years in 2001, but higher than
the two older cohorts, which had similar means
over the entire ten-year period.
Figures 8.1 and 8.2 show how earnings actually
evolved over the 2001 to 2010 period for those who
were employees, or full-time employees, over the
entire period. Of particular interest to labour
economists is how earnings depend on years of
work experience, because this provides insights
into how human capital—in particular, components
of human capital unobservable to the researcher—
evolve over the working lifecycle. Given the
requirement to be employed in every wave in order
to be included in the sample in Figures 8.1 and 8.2,
it is likely that, for most individuals in each cohort,
years of work experience would increase in line
with the survey year—that is, each successive year
on the horizontal axis would see the work experience of most sample members increase by one
year. However, the changes from year-to-year evident in Figures 8.1 and 8.2 reflect not only the
effects of increased work experience, but also the
effects of general economic and labour market conditions, and potential changes in characteristics of
individuals unrelated to work experience, such as
educational attainment.
To isolate the contribution that accumulated work
experience has made to the earnings paths displayed in the figures, we produce predicted wage

trajectories as functions of years of experience,
derived from regression models of wages. The
regression models are linear ‘fixed-effects’ models
of the log of wages as a quartic function of years
of experience (i.e. experience, experience squared,
experience cubed and experience to the power of
four) and include wave dummy variables.4 The wage
dummies are included to capture year-specific
effects, as well as the trend wage growth that
occurred over the 2001 to 2010 period. To produce
predicted wages as a function of work experience,
the Wave 10 dummy was set equal to one and all
other wave dummies were set equal to zero, which
means that Wave 10 economic and labour market
conditions—which are the conditions most proximate to the prediction period—are assumed to
prevail in all years over which wages are predicted.
The fixed-effects specification means that the predicted wages provide ‘pure’ experience effects that
abstract from the effects of changes in labour
market conditions and from the effects of fixed
(time-invariant) individual characteristics. The
models are estimated on all employees for hourly
wages and on full-time employees for weekly
wages, using all ten waves of data. Separate
models are estimated for men and women.
Figures 8.3 and 8.4 present the predicted wage
‘profiles’. For both hourly earnings of all employees and weekly earnings of full-time employees,
and for both men and women, they show earnings
initially rising very steeply with early acquisition of
work experience, before peaking and then declining slowly with further increases in experience.

Figure 8.2: Mean weekly earnings in main job of persons who were full-time employees in all ten waves, by 2001
age group
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The contrast with Figures 8.1 and 8.2, which
showed actual earnings increasing reasonably
steadily for all birth cohorts, is stark. This is primarily
because the predicted profiles remove the effects
of economy-wide wage growth over the period
that was not tied to work experience. Indeed, the
wave dummies imply that, holding work experi-

ence constant, real earnings were 25 to 30 per cent
higher in 2010 than in 2001. However, also potentially contributing is that the actual trajectories in
Figures 8.1 and 8.2 are for a select sample—those
employed in every wave—and the relationship
between experience and wages for people
employed in every wave may not be representative

Figure 8.3: Predicted hourly wages as a function of years of work experience—All employees
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Figure 8.4: Predicted weekly wages as a function of years of work experience—Full-time employees
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of the relationship between experience and wages
for all people who were employees at some stage
in the 2001 to 2010 period.
The striking finding from Figures 8.3 and 8.4 is that
the effects of work experience peak quite early in
the career. Hourly earnings peak at 15 years of work
experience for men and 12 years for women, while
weekly earnings of full-time employees peak at 14
years for men and 12 years for women. For a person
employed continuously after leaving full-time education, these peaks will occur when aged in the
early- to mid-30s, which on the surface appears to
be quite young. Of course, as Figures 8.1 and 8.2
show, this does not mean that earnings cease to
grow once an employee reaches 12 to 15 years of
work experience, but it does mean that earnings
growth is, on average, not due to acquiring additional work experience. It will be for reasons such
as overall improvements in wages (across all levels
of experience). Indeed, the predicted profiles indicate that, subsequent to reaching 12 to 15 years of
experience, earnings growth will be in spite of
acquiring additional work experience, since the
effects of work experience are to decrease earnings.
If wages are assumed to equal productivity (a
strong assumption indeed), the implication is that
(general) human capital starts diminishing after 12
to 15 years of work experience, acting to reduce
productivity and hence lower wages. This could
occur if human capital tends to depreciate over
time (as occurs for physical capital), and if
employees tend to reduce investments in acquisition of new skills from quite early in their working
careers—to the point that the creation of new
human capital is smaller than the depreciation of
existing human capital by the time they reach 14
or 15 years of work experience (for men) or 12
years of work experience (for women).
Discussion
Significant real earnings growth is evident across the
first ten waves of the HILDA Survey. Earnings
inequality has also remained relatively stable over this
period, implying the growth in earnings has been
shared by most employees. This stability in inequality has been maintained despite the substantial

employment growth that occurred between 2001
and 2008, and the contraction in employment that
occurred in 2009, which was only partially
reversed in 2010. These employment fluctuations
have resulted in significant changes in the composition of employment, but have not translated to
sizeable fluctuations in wage inequality.
Analysis of wage progression over the 2001 to
2010 period shows that all birth cohorts experienced strong earnings growth between 2001 and
2010, at least for those employed in every year.
However, analysis of the relationship between
work experience and earnings produces the somewhat surprising finding that, over the 2001 to 2010
period, the positive effects of work experience
peak at 14 to 15 years for men, and at 12 years for
women. Thereafter, additional years of work experience actually act to reduce earnings, albeit relatively slowly. The growth in actual earnings that is
apparent for older birth cohorts over the 2001 to
2010 period would therefore appear to be due to
broad-based increases in wages in the labour
market more generally, which outweighed the
negative effects of work experience.
Endnotes
1

Full-time employment is defined to be a situation in
which usual weekly hours of work are 35 or more.

2

Respondents’ ages are evaluated as at 30 June of the
survey year.

3

For the hourly earnings measure, we cap weekly hours of
work at 60, meaning that we divide weekly earnings by 60
for employees who report working more than 60 hours
per week. This is because hourly earnings of employees
reporting long hours are likely to be artificially low and
create a somewhat misleading picture of earnings.

4

Years of work experience is derived from information
supplied by respondents in their first interview for the
HILDA Survey (Wave 1 for most respondents) which is
then updated based on information provided in the
employment calendar in each wave.

Reference
Australian Bureau of Statistics (2006) Information
Paper: Changes to ABS Measures of Employee
Remuneration, Catalogue No. 6313.0, ABS, Canberra.
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9.

Hours worked, hours preferred and individuallevel changes in both
Richard Burkhauser and Markus Hahn
peak demand for labour (pair-year 2007–2008)
with the weaker demand in the post-Global
Financial Crisis labour market pair-years of 2008–
2009 and 2009–2010. Finally, we look at how sensitive the workers’ preferences for more working
hours were over all years of the HILDA Survey.

Each year, the HILDA Survey obtains usual weekly
work hours and preferred weekly work hours data
from all employed persons (both employed by
others and self-employed). These data allow
researchers to examine the relationship between
the two and how it has changed over time, both
at the aggregate level and individually. For example, using a standard cross-sectional approach, we
report changes in average weekly work hours by
age and sex for various years from 2001 to 2010.
However, such cross-sectional comparisons greatly
understate the diversity of yearly changes in average weekly work hours across the distribution of
employed persons by age, sex and employment
status.1 To demonstrate, we observe transitions
over the pair-year 2009–2010 in usual weekly
hours of work for those employed in 2009. We
then use our questions on preferred weekly work
hours to show the degree that prime-age (25 to 54
years of age) persons who work for others translate their preferences for fewer, more, or the same
amount of weekly work hours into changes in
those hours of work in 2010. The next step puts
the workers’ ability to make such changes into the
context of general economic conditions by comparing their success in doing so during a year of

A cross-sectional view
Table 9.1 uses HILDA data to show the mean of all
employed persons’ usual weekly work hours each
year, disaggregated by sex, age, and employment
status group. Over the past five years, the average
weekly work hours of all employed men aged 15
years and over has remained fairly stable, fluctuating
between 42.1 and 41.0 hours. While the level of
average weekly work hours varies substantially by
age group and employment status (full- or part-time
work), across-year fluctuations within these groups
have been minor. This is in contrast with fluctuations in the unemployment–population rate (the
percentage of all men aged 15 years and over who
are unemployed) first reported in Table 7.2 and
reproduced here. This rate varies considerably,
falling from 3.5 per cent in 2005 to 2.9 per cent in
2007 and 2008 before rising in the weaker postGlobal Financial Crisis labour markets of 2009 and

Table 9.1: Mean usual weekly work hours by sex, age, and employment status—All workers
2001

2005

2007

2008

2009

2010

42.8

42.1

41.6

41.8

41.2

41.0

Males
All males
Age group (years)
15–24

31.6

32.6

32.9

33.2

32.1

31.9

25–54

45.8

44.9

44.4

44.7

44.2

44.0

55–64

42.8

41.8

40.8

41.4

40.8

39.9

65 and over

33.0

31.9

30.8

28.9

30.8

29.8

Employment status
Full-time

47.8

46.7

46.3

46.1

46.0

45.7

Part-time

17.7

17.9

18.2

18.1

18.6

18.3

Per cent
Unemployed
Not in the labour force

5.3

3.5

2.9

2.9

4.2

3.6

26.8

26.9

26.8

26.6

26.4

26.3

31.6

31.3

31.8

31.5

31.5

31.7

Females
All females
Age group (years)
15–24

26.4

26.6

26.1

25.9

25.1

26.2

25–54

33.3

33.0

33.8

33.5

33.7

33.3

55–64

30.7

30.7

31.5

31.3

30.5

32.4

65 and over

22.7

21.1

23.2

21.0

20.9

23.7

Employment status
Full-time

43.3

43.3

42.9

42.4

42.8

42.4

Part-time

18.6

18.8

19.1

18.8

18.9

19.5

Per cent
Unemployed
Not in the labour force

50

3.5

2.9

2.6

2.8

3.0

3.0

43.3

41.0

39.2

38.5

39.4

38.9
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2010. Over the same 2005 to 2010 period, employed
women’s average weekly work hours have been
even more stable, fluctuating between 31.3 and 31.8
hours. The fluctuations are also relatively minor for
younger and prime-age women but are somewhat
larger for older women, whose work hours in 2010
are larger than in previous years. These crosssectional views of changes in average weekly work
hours within age and sex groups understate the
degree of individual transitions in average weekly
work hours over this period.
Individual changes in working hours
Table 9.2 focuses on the 69.4 per cent of men and
57.6 per cent of women who were either
employed by others or self-employed in 2009.
Column 1 shows how these workers are distributed by their usual work hours in 2009—most
men either work between 35 and 44 hours per
week (30.0 percentage points of the total of 69.4
per cent of men who work) or between 45 and
54 hours per week (17.0 percentage points). That
is, a little over two-thirds (47.0 divided by 69.4, or
67.7 per cent) of all employed men usually
worked between 35 and 54 hours per week in
2009. Each of the remaining columns of Table 9.2
report, for a given usual-hours-worked-per-week
group in 2009, the percentage of that group that
was either unemployed, out of the labour force, or
distributed across usual-work-hours-per-week categories in 2010. The single most common outcome in 2010, especially for men in the 35–44and 45–54-hour categories in 2009, was no change
—see bolded numbers. However, even in these
categories a considerable minority of men (26.6 and
46.3 per cent, respectively) change categories.

Furthermore, the majority in each of the other
hour categories (those working part-time—0 to 34
hours—or very long hours—55 or over) change
their usual weekly work hours. In all categories,
these changes tended to be from one category to
a neighbouring category with relatively few major
swings in hours reported.
The results for women are similar, but as shown in
Column 1, not only were women less likely to be
working than men in 2009, but when working they
were more likely to be in one of the part-time categories than men (47.4 versus 17.3 per cent) and
less likely than men to be in the very-long-hours
categories (5.2 versus 15.0 per cent). In addition,
twice as many women as men (8.5 versus 3.9 per
cent) shifted from working in 2009 to not being in
the labour force in 2010, as can be seen in the
bottom row of the section for each sex.
Preferred hours of work
Are most people satisfied with the hours they
work for others or do they prefer to work fewer
or more hours? Given their preferences, are they
able to achieve this goal in the following year?
And finally, are these outcomes influenced by
labour market conditions? The first panel of Table
9.3 shows the proportion of prime-age men working for others in 2009 who were working their
preferred hours, and those who were not.2
Approximately 60 per cent of prime-age men
who work for others preferred their usual weekly
work hours in 2009, while 28.8 per cent preferred
fewer and 10.8 per cent more hours. Each of the
remaining columns of Table 9.3 report, for each
preference group in 2009, the percentage of that

Table 9.2: Changes in usual weekly work hours 2009 to 2010—All workers
Work hours in 2009

Work outcomes in 2010 for those employed in 2009 (%)
No job

DIST
(%)

UNEMP

0–9

2.6

10–19

3.1

20–34

Range

Usual weekly work hours
NILF

0–9

10–19

20–34

35–44

45–54

55–64

65 or more

Total

*7.8

19.3

26.0

21.0

12.3

*11.1

*1.8

*0.2

*0.5

100.0

*4.1

*10.0

10.7

40.6

20.0

9.9

*2.8

*1.9

*0.0

100.0

6.3

*1.9

8.8

*3.1

8.2

42.9

27.4

4.0

*3.3

*0.5

100.0

35–44

30.0

1.8

3.1

*0.3

*0.7

4.4

73.4

12.8

2.7

0.8

100.0

45–54

17.0

*2.0

*1.3

*0.2

*1.4

*1.7

26.2

53.7

11.4

2.2

100.0

55–64

7.1

*1.4

*2.2

*0.5

*0.6

*0.3

8.4

34.5

42.7

9.6

100.0

65 or more

3.3

*1.3

*1.3

*0.4

*0.0

*2.5

*4.2

14.9

29.6

45.8

100.0

69.4

2.1

3.9

2.0

4.1

7.7

42.8

23.5

10.1

4.0

100.0

0–9

4.8

*2.1

19.2

38.0

20.4

11.1

8.4

*0.9

*0.0

*0.0

100.0

10–19

7.6

*2.0

13.5

7.1

45.2

22.0

8.9

*0.7

*0.7

*0.0

100.0

20–34

14.9

2.4

10.3

2.4

8.7

57.0

16.1

2.7

*0.1

*0.2

100.0

35–44

21.2

1.9

4.6

0.5

1.7

11.6

69.0

9.1

1.5

*0.1

100.0

45–54

6.2

*1.5

*1.5

*0.7

*1.2

*4.8

31.3

45.8

11.3

*1.9

100.0

55–64

2.0

*0.5

*14.9

*0.8

*1.3

*3.4

27.0

25.6

20.7

*5.9

100.0

65 or more

1.0

*0.5

*4.3

*0.0

*0.0

*3.9

*13.0

*12.8

*20.8

44.7

100.0

57.6

1.9

8.5

5.0

10.8

23.6

35.8

10.2

3.0

1.3

100.0

Males

Total
Females

Total

Notes: DIST—Distribution of workers across work hour groups. UNEMP—Unemployed. NILF—Not in the labour force. * Estimate not reliable. Percentages may
not add up to 100 due to rounding.
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Preferred hours of work
A difficulty in eliciting individuals’ preferred hours of
work is that many people are inclined to say that they
would like to not work at all, despite clearly choosing
work over non-work. To overcome this problem, the
HILDA Survey asks respondents the number of hours
per week they would like to work, taking into account the
effect this would have on their income.

group that in 2010 was: self-employed; unemployed; out of the labour force; or had decreased,
maintained or increased their usual work hours.
Usual-weekly-work-hours outcomes in 2010 are
related to stated hourly work preferences in 2009.
The mode outcome across the three stated preference categories is consistent with stated preferences
—44.8 per cent of working men preferring fewer
work hours in 2009 worked fewer hours in 2010,
39.4 per cent of men preferring the same work
hours worked the same hours, and 41.1 per cent
of men preferring more work hours worked more

hours. But in all three cases, the majority of men
did not move their actual hours toward their stated
preference while remaining employed by others.
In addition, in all three cases a non-trivial percentage of them became either self-employed or unemployed, or dropped out of the labour force.
The next two panels of Table 9.3 respectively look
at changes from 2008 to 2009 and from 2007 to
2008. The results suggest that general business
conditions affect the ability of prime-age men
working for others to move their work hours
toward their preferred goals. In the strong labour
market of 2007 to 2008, 46.0 per cent of these
working men who preferred more hours in 2007
worked more hours in 2008. In contrast, in the
weaker Global Financial Crisis year of 2008 to
2009, only 34.3 per cent of such workers in 2008
worked more in 2009. As seen above, while this
percentage increased to 41.1 per cent in the most
recent year-pair (2009–2010), it is still below the
pre-Global Financial Crisis period of 2007 to
2008. The last three panels in Table 9.3 look at the

Table 9.3: Changes in usual weekly work hours by preference in prior year—Prime-age workers
Work
distribution
Prior year preferences
(%)

Current year work outcomes for those employed by others in previous year (%)
No job

Change in working hours

Self-employed

Unemployed

NILF

Decrease

No change

Increase

Total

Males
2009 to 2010
Prefer fewer hours

28.8

2.8

*1.8

*1.2

44.8

29.6

19.7

100.0

Prefer current hours

60.3

2.4

2.1

1.6

26.3

39.4

28.2

100.0

Prefer more hours

10.8

*2.6

*5.1

*2.4

21.5

27.3

41.1

100.0

100.0

2.5

2.3

1.6

31.1

35.3

27.1

100.0

Total
2008 to 2009
Prefer fewer hours

29.4

3.5

*1.9

*0.9

36.4

31.1

26.2

100.0

Prefer current hours

60.7

3.5

2.0

2.0

25.1

37.6

29.8

100.0

9.9

*4.9

*4.5

*1.3

27.0

28.1

34.3

100.0

100.0

3.6

2.2

1.6

28.6

34.8

29.2

100.0

Prefer fewer hours

31.0

*2.2

*1.5

*1.7

43.6

29.8

21.3

100.0

Prefer current hours

59.5

3.1

*0.5

*1.4

25.9

37.5

31.7

100.0

9.5

*1.7

*4.8

*6.8

17.1

23.8

46.0

100.0

100.0

2.7

1.2

2.0

30.3

33.9

30.0

100.0

Prefer fewer hours

27.7

*2.0

*1.0

4.9

43.7

25.7

22.8

100.0

Prefer current hours

59.3

1.7

1.6

5.3

27.8

33.5

30.1

100.0

Prefer more hours

13.0

*1.7

*3.1

11.2

19.1

19.0

45.9

100.0

100.0

1.8

1.6

6.0

31.1

29.4

30.2

100.0

Prefer fewer hours

30.0

*1.4

*0.6

6.5

38.3

26.2

27.0

100.0

Prefer current hours

58.3

2.2

*1.0

5.9

29.0

31.0

31.0

100.0

Prefer more hours

11.7

*2.7

*3.5

*5.4

24.5

21.1

42.9

100.0

100.0

2.0

1.2

6.1

31.3

28.3

31.2

100.0

Prefer fewer hours

30.4

*2.1

*0.8

6.3

39.4

24.4

27.0

100.0

Prefer current hours

57.0

2.1

*1.1

3.8

27.0

33.7

32.4

100.0

Prefer more hours

12.6

*2.8

*3.9

9.1

15.4

18.2

50.6

100.0

100.0

2.2

1.3

5.2

29.3

28.9

33.0

100.0

Prefer more hours
Total
2007 to 2008

Prefer more hours
Total
Females
2009 to 2010

Total
2008 to 2009

Total
2007 to 2008

Total

Notes: Work distribution—Distribution of workers across preference groups. NILF—Not in the labour force. * Estimate not reliable. Percentages may not add up
to 100 due to rounding.
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Figure 9.1: Preferences of prime-age workers for weekly work hours and unemployment rate
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Note: Unemployment rates are for September each year and are sourced from ABS (2012).

preferences and outcomes for prime-age women
who were employees across the same three yearpairs. The results are similar. For the 2007 to 2008
period, 50.6 per cent of these women who preferred more hours in 2007 worked longer hours in
2008. But this fell to 42.9 and 45.9 per cent in the
weaker post-Global Financial Crisis years.
Changes in preferences for more hours of
work, 2001 to 2010
Table 9.3 shows that the ability of prime-age
employees to affect their usual weekly work hours
is correlated with overall labour market conditions.
In Figure 9.1, we show a similar correlation
between employee preferences for more weekly
work hours and labour market conditions. Here we
report the preferences of such men and women for
more weekly work hours and official Australian
Bureau of Statistics (ABS) unemployment rates in
September (the overall nearest month to when
HILDA respondents are surveyed) for 2001 to 2010.
The preference for more usual weekly work hit a
decade high for both men and women in 2002 and
then fell during most of the rest of the decade,
together with overall unemployment rates. But

unemployment rates levelled off between 2007 and
2008 and rose substantially in the wake of the
Global Financial Crisis in 2009 and 2010. It was in
this period that preferences for more work
increased the most for both men and women.
Endnotes
1

It should be noted that, while the HILDA Survey can
identify changes in usual working hours from one year
to the next, it does not capture temporary changes in
working hours and, in particular, fluctuations between
the annual interviews.

2

Self-employed workers in the prior year are excluded
here and in Figure 9.1 since it is assumed that they have
more direct control over their working hours than those
who work for others. The analysis is further restricted to
prime-age persons to avoid the complication of younger
people moving from part-time work (and full-time education) to full-time work, and older people reducing
their working hours as they move into complete retirement from the labour market.

Reference
Australian Bureau of Statistics (2012) Labour Force
Australia, Catalogue No. 6202.0, ABS, Canberra.
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Life Satisfaction, Health and Wellbeing
While much of the HILDA Survey is concerned with the economic wellbeing of people, extensive information is also collected on the health, lifestyle behaviours, social activity and education participation of
respondents. In addition, views and perceptions on a variety of life domains are elicited, including levels
of satisfaction with these life domains. In this section, we make use of some of this information to present
cursory analyses of the ‘subjective wellbeing’ and physical and mental health of the Australian community.
We also draw on this information in conjunction with economic data to examine the extent and nature
of ‘social exclusion’ in Australia.

10. Life satisfaction and satisfaction with specific
aspects of life
Milica Kecmanovic and Roger Wilkins
Each year, HILDA Survey respondents are asked,
‘All things considered, how satisfied are you with
your life?’ The response scale runs from 0 to 10,
where 0 means ‘completely dissatisfied’ and 10
means ‘completely satisfied’. The question is asked
in the context of a battery of items asking about
satisfaction with different aspects of life. Table 10.1
presents mean levels of overall life satisfaction of
Australians disaggregated by sex and age group in
2001, 2003, 2006, 2009 and 2010.
It is clear that, for the population as a whole, average life satisfaction has changed little over the tenyear period, with average levels remaining at about
8 out of 10. In general, in Australia, females report
slightly higher levels of life satisfaction than males.
The differences in Table 10.1 are generally not statistically significant, but have been confirmed in
previous studies using different datasets (Headey
and Wearing, 1992; Cummins, 1999). Males in the
35 to 44 years age group have generally had the
lowest average life satisfaction, at around 7.5 out of
10 each year, although their average life satisfaction
increased slightly to 7.7 in 2010. The last two waves
of the HILDA Survey have also seen average life
satisfaction of males aged 45 to 54 years decline to
7.5, having been 7.8 in 2001 and 7.7 in 2003 and
2006. For females, average life satisfaction is also
lower than average in the 35 to 44 years age group;
in fact, lower than average life satisfaction applies
to all females in the 20 to 54 years age range.

Older people report the highest levels of life satisfaction. As previous research has shown, retirement years are very satisfying for many, at least
while health holds up (Headey and Wearing,
1992). Teenagers also have higher than average
levels of life satisfaction, perhaps because many
are yet to face the stresses and responsibilities
of adulthood.1
Aspects of life satisfaction
In addition to being asked about overall life satisfaction, respondents are asked to rate other
aspects of their life, such as satisfaction with the
home they live in, their financial situation and
their employment opportunities. Table 10.2 shows
average levels of satisfaction of males and females
with these various aspects of life.
Average scores for most aspects of life satisfaction
have barely changed in the period from 2001
to 2010. The largest changes evident are for satisfaction with employment opportunities. These
changes are broadly consistent with changes in
labour market conditions over the period. Average
satisfaction with employment opportunities rose
from 6.7 for males and 6.6 for females in 2001 to
7.2 for males and 7.0 for females in 2006, declined
slightly to 7.1 for males and 6.9 for females in
2009, and then, for females, rose slightly again in
2010 to 7.0.

Table 10.1: Mean life satisfaction by age group
2001

2003

2006

2009

2010

Range

Males

Females

Males

Females

Males

Females

Males

Females

Males

Females

15–19

8.2

8.1

8.3

8.1

8.3

8.2

8.4

8.2

8.5

8.2

20–24

7.8

7.8

7.9

7.8

7.7

7.8

7.9

7.8

8.0

7.9

25–34

7.6

7.8

7.8

7.8

7.6

7.7

7.6

7.8

7.7

7.8

35–44

7.5

7.8

7.5

7.7

7.4

7.7

7.5

7.7

7.7

7.6

45–54

7.8

7.9

7.7

7.8

7.7

7.7

7.5

7.7

7.5

7.6

55–64

8.0

8.1

8.0

8.1

8.0

8.0

8.0

7.9

7.9

7.8

65 and over

8.4

8.5

8.4

8.6

8.3

8.3

8.2

8.2

8.2

8.2

Total

7.9

8.0

7.9

8.0

7.8

7.9

7.8

7.9

7.8

7.8
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Table 10.2: Mean satisfaction with various aspects of life
2001

2003

2006

2009

2010

Males

Females

Males

Females

Males

Females

Males

Females

Males

Females

8.0

8.1

8.1

8.0

8.0

8.0

7.9

7.9

7.9

7.9

Satisfaction with…
The home in
which you live
Employment
opportunities

6.7

6.6

7.0

6.8

7.2

7.0

7.1

6.9

7.1

7.0

Your financial situation

6.1

6.2

6.3

6.4

6.4

6.4

6.4

6.5

6.4

6.4

How safe you feel

8.0

7.7

8.1

8.0

8.1

8.0

8.2

8.1

8.2

8.0

Feeling part of
local community

6.6

6.7

6.6

6.8

6.7

6.8

6.6

6.7

6.7

6.8

Your health

7.4

7.4

7.5

7.4

7.3

7.3

7.3

7.2

7.3

7.1

Your neighbourhood

8.0

8.0

7.9

8.0

7.8

7.9

7.8

7.8

7.8

7.8

Amount of free time
you have

6.7

6.7

6.7

6.6

6.7

6.6

6.7

6.5

6.7

6.5

Again, consistent with Australia’s economic performance over this period, the average level of satisfaction with ‘your financial situation’ increased
slightly from 6.1 for males and 6.2 for females in
2001 to 6.4 for both males and females in 2010.
There does not appear to be a decline in financial
satisfaction after 2008, when the Global Financial
Crisis started, possibly reflecting the fact that, for a
large proportion of the population, the Global
Financial Crisis did not have a substantial impact
on their current financial situation, and indeed
many experienced higher incomes in 2008–09 due
to the fiscal stimulus package. Moreover, interest
rate cuts in the period would have reduced debtservicing costs for households with mortgages.
Scanning across the eight aspects of life examined
in Table 10.2, average levels of satisfaction are
highest with ‘the home you live in’, ‘how safe you
feel’ and ‘your neighbourhood’. These all relate to
people’s living environment, suggesting that, on
the whole, Australians are quite satisfied with
where they live. Notable, however, is that average
levels of satisfaction with ‘feeling part of local
community’ are relatively low. Satisfaction with
the ‘amount of free time you have’ is also relatively low, particularly for females, although average scores were nonetheless at least 6.5 out of 10
in all years for both males and females.

The HILDA Survey data allow us to investigate how
impacts depend on the time that has elapsed since
the event occurred, both because of the information on timing of events that is collected, and
because of the longitudinal nature of the survey.
Respondents are asked to indicate how long ago
each event happened, with response options: 0 to
3 months ago; 4 to 6 months ago; 7 to 9 months ago;
and 10 to 12 months ago. This means we know the
quarter of the last 12 months in which the event
occurred. Moreover, we can use the longitudinal
structure of the HILDA Survey data to examine the
impact of life events that occurred more than 12
months ago. For example, in Wave 10, data from
Wave 9 can be used to identify events occurring 12
to 15 months ago, 16 to 18 months ago, 19 to 21
months ago and 22 to 24 months ago.

Effects of major life events on life satisfaction

Frijters et al. (2011) examine this issue for ten life
events using HILDA Survey data collected up to
Wave 7, although they also consider ‘anticipation’
effects by examining the impact on life satisfaction
of events that occurred after life satisfaction was
measured. They restrict analysis of effects to
events occurring in the two years before and after
the time of interview (when life satisfaction is collected). Among their findings are that individuals
anticipate many life events to a significant extent,
and that effects of most life events do not last
more than 12 months—that is, individuals adapt to
most life events within 12 months.

In Volume 4 of the Statistical Report, which examined Waves 1 to 6, it was shown that a number of
life events have a significant impact on life satisfaction, including marriage, separation, birth of a child,
serious injury or illness, being a victim of violent
crime or property crime, changing jobs, job loss and
major changes in finances. That analysis looked only
at the impact on current life satisfaction of events that
had happened at any time in the preceding 12
months, and therefore did not consider how impacts
depend on the time that has elapsed since the event
occurred. But clearly it is important to understand
the degree of persistence of effects on life satisfaction. For example, do people adapt to adverse
shocks and, if so, how long does adaptation take?

The analysis presented here does not consider anticipation effects, but draws on a longer data window
(Waves 1 to 10), considers additional life events (20
in all), and considers impacts beyond two years (up
to three years ago). Similar to Frijters et al. (2011), to
identify effects of life events, linear ‘fixed-effects’
models are estimated of the determinants of life satisfaction. The ‘fixed-effects’ specification means that
the effects of all stable characteristics of individuals
are controlled for, or ‘netted out’, so that the effects
of life events are identified from changes in individuals’ life satisfaction in response to life events. The
explanatory variables comprise dummy indicators
for the occurrence of each of the 20 life events in
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each of seven time-periods: 0 to 3 months ago;
4 to 6 months ago; 7 to 9 months ago; 10 to 12
months ago; 13 to 18 months ago; 19 to 24 months
ago; and 25 to 36 months ago. Thus, for example,
if an individual was married 14 months ago, the
dummy indicator for ‘married 13 to 18 months
ago’ would be equal to one.
The life events examined are: marriage; separation
from partner; getting back together with partner;
birth or adoption of a new child; serious personal
injury or illness to self; serious personal injury or
illness to a close relative or family member; death
of spouse or child; death of other close relative or
family member (e.g. parent or sibling); death of a
close friend; victim of physical violence (e.g.
assault); victim of a property crime (e.g. theft,
housebreaking); detention in a jail or correctional
facility; detention of a close family member in a
jail or correctional facility; retirement from the
workforce; fired or made redundant by an
employer; changing jobs (i.e. employers); promotion at work; major improvement in financial situation (e.g. lottery win, inheritance); major worsening in financial situation (e.g. bankruptcy); and
change of residence. In addition, the dummy indicators for the life event ‘separation from partner’
are interacted with an indicator variable equal to
one if the individual has one or more children
under 15 years of age, on the basis that the implications of separation from one’s partner may differ
for individuals with young children.
The estimation results from the fixed-effects model
are presented in Table 10.3. Interpretation of the
table is relatively straightforward. Each row of the
table corresponds to a particular life event, and
each column corresponds to the length of time
between the occurrence of the event and the measurement of life satisfaction. For example, in the
first row of the table, the left-most estimate indicates that, holding other factors constant, the mean
effect of marriage up to three months ago is to
increase male life satisfaction by 0.28 (on the 0 to
10 scale). The second estimate in the first row indicates that the estimated mean effect of marriage four
to six months ago is to increase male life satisfaction by 0.21, while the third estimate indicates there
is no statistically significant impact on male life satisfaction of marriage seven to nine months ago.
Overall, the key message from the estimation
results is that, for most major life events, effects on
life satisfaction are no longer present one year after
they occur. The only clear exceptions, for both men
and women, are separation from partner, serious
injury or illness to oneself and a major worsening
of finances, all of which have negative effects on
life satisfaction. However, even for these events,
effects are generally not present after two years.
Nonetheless, significant effects on life satisfaction of
a number of life events are evident in the short-run,
and there is also considerable variability in the
extent and nature of the impact of specific events.
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Considering first family-related events, marriage on
average increases life satisfaction of both men and
women, but effects do not persist beyond one year
for men and beyond nine months for women. As
noted, the effects of separation from one’s partner
are relatively persistent, with adverse effects evident up to two years after separation for men and
up to one year after separation for women. The
magnitude of the effect is also relatively large. For
example, within three months of separation, life
satisfaction is predicted to be 0.42 lower for men
and 0.36 lower for women. Adverse effects of separation are, for the first nine months after separation, especially severe for men and women with
children under 15 years of age. Aggregating the
estimates for ‘separated from partner’ and ‘separated from partner, have young children’, we see
that life satisfaction of men is lowered by approximately 0.7 in the first nine months after separation,
and life satisfaction of women is lowered by 1.06
in the first three months after separation, and is still
0.75 lower up to nine months after separation.
Reconciliation with one’s partner does not appear
to impact on life satisfaction in the short-run for
men or women, and two to three years later actually decreases life satisfaction of both men and
women, possibly suggesting the problems that led
to separation in the first place are re-emerging.
The birth of a child has significant positive effects
on life satisfaction, which last for 12 months for
women, but for only six months for men. Death of
a spouse or child has strong negative effects for
women for 18 months. For men, significant negative effects are evident only four to six months and
19 to 24 months after death. Note, however, death
of a spouse or child is a relatively rare event, so
the absence of statistical significance may reflect
the small number of observations rather than true
absence of persistent negative effects.
Being a victim of a violent crime such as assault
has reasonably persistent effects on men, with significant negative effects still evident 12 to 18
months later. For women, significant negative
effects are only evident in the first three months
after the crime occurs, although the 0.43 decrease
in life satisfaction that occurs in those first three
months is substantial. There are slight negative
effects of property crime, which are for the most
part not very long-lasting—certainly not beyond
one year. Going to jail has a negative effect for
men if it was in the last three months. For women,
going to jail actually increases life satisfaction if it
occurred four to six months ago, or 12 to 18
months ago, while it decreases life satisfaction if it
occurred 10 to 12 months ago. However, it is difficult to interpret the effects for going to jail, since
it is not clear how respondents date the event,
given that jail terms can be lengthy. If some
respondents are dating it from the time of release,
this could explain the positive effect for women,
since the increase in life satisfaction could be
attributed to regaining liberty.
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Retirement from the workforce appears to have no
effects on life satisfaction in the first nine months
after retirement for men and in the first six months
after retirement for women. The only significant
effects for men are negative, arising 10 to 12 months
after retirement and two to three years after retirement. For women, positive effects are evident seven
to nine months and 12 to 18 months after retirement. Somewhat surprisingly, job dismissal has no
significant effects on men; for women, it on average

decreases life satisfaction by 0.16 in the first three
months and by 0.18 in the 10 to 12 months after dismissal, but not in the intervening (four to nine
month) period. Changing jobs has no significant
effect on men’s life satisfaction in the immediate
three-month period after the change, but significant,
albeit small, positive effects are evident four to 12
months and 19 to 24 months after the job change.
For women, changing jobs has a small positive
effect for three months only. Job promotion has a

Table 10.3: Effects of life events on overall life satisfaction, by length of time since the event occurred
0–3
months ago

4–6
months ago

7–9
months ago

10–12
months ago

13–18
months ago

19–24
months ago

25–36
months ago

Males
Married

0.02+

0.28

0.21

Separated from partner

–0.42

–0.31

–0.33

–0.21

Separated from partner,
have young children

–0.30

–0.35

–0.45

0.11

0.11+
–0.16

0.03+

0.00+

–0.18

–0.02+

–0.08+

0.02+

Reconciled with partner

0.12+

–0.05+

0.10+

0.13+

0.23

0.12+

Birth of child

0.17

0.16

0.06+

0.02+

0.02+

0.02+

Seriously injured
Family member seriously injured

–0.11
0.03+

–0.14

–0.19

–0.03

0.00+

–0.06

–0.27

–0.12
0.06+

–0.10

0.00+

–0.08

0.03+

–0.03+

0.01+

–0.02+

–0.02+

–0.33

0.04+

Death of spouse or child

–0.16+

–0.73

–0.20+

0.03+

–0.15+

Death of other family member

–0.05

–0.01+

–0.08

0.06

–0.02+

0.04+

0.01+

Death of friend

–0.06

–0.05+

–0.03+

–0.02+

–0.05

–0.03+

0.02+

Victim of a violent crime

–0.19

–0.18

–0.42

0.16+

–0.18

0.08+

0.06+

Victim of a property crime

–0.04+

–0.10

–0.15

–0.07+

0.04+

0.05+

–0.01+

Jailed

–0.42

–0.07+

0.36+

0.16+

–0.19+

0.19+

0.13+

0.08+

–0.01+

–0.04+

–0.19+

0.21

–0.06+

Retired

–0.03+

0.10+

–0.03+

–0.12

0.06+

0.00+

Dismissed from job

Family member jailed

0.02+
–0.11

–0.01+

–0.07+

–0.03+

0.05+

–0.05+

–0.05+

0.03+

Changed jobs

0.05+

0.11

0.07

0.09

0.02+

0.06

–0.03+

Promoted

0.02+

0.02+

0.01+

0.10+

–0.05+

0.03+

Major improvement in finances

0.17

0.07+

0.10+

0.02+

0.06+

0.16

–0.07

–0.17

0.08

Major worsening of finances
Moved house

–0.43

–0.54

–0.32

0.12

–0.01+

–0.02+

–0.49
0.06+

–0.15
0.04

0.03+

0.01+

0.02+

Females
0.10+

0.02+

–0.06+

–0.36

–0.20

–0.26

–0.17

–0.10+

–0.08+

0.07

Separated from partner,
have young children

–0.70

–0.22+

–0.49

–0.02+

–0.10+

0.08+

–0.04

Reconciled with partner

–0.06+

0.18+

0.19+

0.21+

0.03+

0.15+

–0.14

0.26

0.07+

0.21

0.14

0.03+

0.00+

–0.25

–0.28

Married
Separated from partner

Birth of child

0.32

0.08+

0.02+

–0.23

Family member seriously injured

–0.02+

Death of spouse or child

–0.30

–0.48

Death of other family member

–0.04+

–0.04+

0.03+

0.03+

0.01+

0.05

0.00+

–0.09

–0.03+

0.02+

–0.02+

0.04+

0.01+

0.00+

–0.01+

–0.03+

–0.66

–0.09+

–0.06

0.07

Seriously injured

Death of friend

–0.12

0.23

0.02+
–0.20

–0.06

0.13

–0.01+

–0.01+

–0.07+

0.05+
–0.04

Victim of a violent crime

–0.43

0.01+

0.08+

–0.03+

–0.11+

0.03+

0.00+

Victim of a property crime

–0.09

0.01+

–0.09+

–0.13

0.08

–0.07+

0.02+

Jailed

0.14+

1.38

1.10+

–0.71+

0.78

–1.28

–0.01+

Family member jailed

0.00+

0.08+

–0.16+

–0.04+

0.06+

–0.16

–0.10

Retired

0.02+

0.08+

0.18

–0.03+

0.16

0.00+

–0.06+

–0.16

0.04+

0.10+

–0.18

0.03+

0.09+

0.01+

Changed jobs

0.08

0.01+

0.00+

–0.02+

0.02+

–0.02+

–0.01+

Promoted

0.09

–0.04+

–0.03+

0.06+

0.03+

0.05+

0.01+

Major improvement in finances

0.09+

0.17

0.17

0.05+

0.08

0.05+

–0.31

–0.27

–0.50

–0.47

0.03+

0.11

0.10

0.12

0.17

0.01+

Dismissed from job

Major worsening of finances
Moved house

–0.15
0.03+

0.02+
0.05+
–0.07

Notes: Estimates are from linear ‘fixed-effects’ models. The dependent variable is overall life satisfaction measured on a 0 to 10 scale. + indicates the estimate is
not significantly different from zero at the 10 per cent level.
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similar effect to changing jobs for women, increasing life satisfaction only for three months, and only
by a small amount (0.09). No significant impacts of
job promotion on male life satisfaction are evident.
A major improvement in finances improves life satisfaction for only up to three months for men, by
0.17, although a significant positive effect is evident
19 to 24 months after the improvement, followed by
a small downturn in life satisfaction two to three
years after the event. For women, there is no significant effect of a major improvement in the first three
months, but there is a significant positive effect four
to nine months and 12 to 18 months after the
improvement. A major worsening of finances has

much larger and, as noted earlier, more persistent
impacts on life satisfaction of both women and men,
with statistically negative effects persisting for 18
months. Negative effects are particularly large in the
first year after the event, with a mean decrease in
life satisfaction of between 0.3 and 0.5 for both men
and women. For men, in common with a major
improvement in finances, there is a ‘switch’ in the
effects of major worsening of finances after two to
three years, with a small but statistically significant
positive effect evident.
Finally, moving house has positive effects on life
satisfaction for women that last one year, but
effects become slightly negative two to three years

Table 10.4: Effects of selected life events on satisfaction with aspects of life, by length of time since the event occurred
0–3
months ago

4–6
months ago

7–9
months ago

10–12
months ago

13–18
months ago

19–24
months ago

25–36
months ago

Males
Home
Moved house

0.19

0.03+

–0.06+

0.06+

0.08

0.13

–0.10

Employment opportunities
Dismissed from job

–0.72

–0.66

–0.70

–0.34

–0.17

–0.30

0.25

Changed jobs

0.47

0.33

0.28

0.24

0.18

0.12

–0.10

Promoted

0.33

0.37

0.24

0.13+

0.07+

0.11+

0.02+

Financial situation
Major improvement in finances
Major worsening of finances

0.89

0.79

0.99

0.79

0.33

0.34

–0.08

–1.38

–1.38

–1.19

–1.07

–0.48

–0.48

0.36

–0.64

–0.38

–0.52

–0.14+

–0.17

–0.24

0.03

–0.17

–0.18

–0.21

–0.12

–0.02+

0.05

–0.67

–0.58

–0.71

–0.61

–0.34

–0.16

Personal safety
Victim of a violent crime
Feeling part of local community
Moved house

0.02+

Health
Seriously injured

–0.12

Local neighbourhood
Moved house

–0.01+

0.03+

0.00+

–0.12+

–0.10+

–0.42

–0.36

–0.46

–0.40

0.30

0.95

0.90

0.83

0.24

0.45

0.39

–0.14

0.25

0.20

0.21

0.24

0.06

0.12

–0.08

0.07

0.04+

0.02+

–0.13

Amount of free time
Birth of child
Retired
Females
Home
Moved house
Employment opportunities
Dismissed from job

–0.87

–1.02

–0.38

–0.77

–0.18

–0.19

0.30

Changed jobs

0.41

0.40

0.25

0.31

0.19

0.18

–0.12

Promoted

0.52

0.41

0.36

0.31

0.18

0.25

0.02+

Financial situation
Major improvement in finances
Major worsening of finances

0.86

0.84

0.73

0.83

0.36

0.34

–0.13

–1.57

–1.52

–1.65

–1.50

–0.49

–0.55

0.42

–0.87

–0.52

–0.45

–0.51

–0.01+

–0.11+

0.11

–0.31

–0.19

–0.11

–0.06

–0.04+

0.04

–0.96

–0.66

–0.75

–0.80

–0.26

–0.38

–0.14

0.06

0.14

0.13

0.11

0.10

–0.10

–0.62

–1.05

–0.62

–0.49

–0.81

–0.60

0.61

1.03

1.14

1.05

0.48

0.54

0.56

–0.49

Personal safety
Victim of a violent crime
Feeling part of local community
Moved house

0.01+

Health
Seriously injured
Local neighbourhood
Moved house

0.02+

Amount of free time
Birth of child
Retired

Notes: Estimates are from linear ‘fixed-effects’ models. + indicates the estimate is not significantly different from zero at the 10 per cent level.
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after moving, on average decreasing life satisfaction by 0.07. For men, small positive effects are
evident in the first three months after moving and
12 to 18 months after moving.
As discussed earlier in this chapter, in addition to
being asked for their overall life satisfaction, HILDA
Survey respondents are asked for their satisfaction
with each of eight aspects of life. We can therefore
consider the effects of major life events on each of
these aspects by estimating a separate fixed-effects
model for each aspect. For this analysis, we focus
only on the effects of major life events that are most
likely to have implications for that particular aspect.
Specifically, we examine: the effect of moving house
on satisfaction with the home; the effects of job
dismissal, changing jobs and job promotion on satisfaction with employment opportunities; the effects of
a major improvement in finances and a major worsening of finances on satisfaction with one’s financial situation; the effect of being a victim of a violent
crime on satisfaction with personal safety; the effect
of moving house on satisfaction with feeling part of
the community; the effect of serious injury or illness
on satisfaction with health; the effect of moving
house on satisfaction with the local neighbourhood;
and the effects of birth of a child and retirement on
satisfaction with the amount of free time one has.
Table 10.4 presents estimation results. For most
aspects of life satisfaction, the effects of the life
events examined are generally considerably larger
and more persistent than their effects on overall life
satisfaction. This is not surprising, since the events
were chosen as likely to be most relevant to satisfaction with the aspect of life being examined. For
example, while dismissal from a job may have substantial effects on satisfaction with employment
opportunities, it may have only slight effects on
overall life satisfaction, which is a product of many
more things than simply employment opportunities.
Estimated effects are all in the directions we might
expect in the two years after the event occurs.
Moving house increases satisfaction with one’s
home, more so for women than men, but
decreases satisfaction with feeling part of the community, particularly in the first nine months after
moving. Moving house also slightly increases
women’s satisfaction with the local neighbourhood, but has little effect on men’s satisfaction with
the local neighbourhood. Job dismissal substantially decreases satisfaction with employment
opportunities, particularly in the first year, when
the effect is as large as 1.02 for women and 0.72
for men, and no less than 0.38 for women and 0.34
for men; while changing jobs and job promotion
increase satisfaction with employment opportunities. A major change in finances, especially a major
worsening of finances, has very large impacts on
satisfaction with one’s financial situation in the first
two years. Satisfaction with personal safety is substantially lower for at least a year after being a
victim of a violent crime; satisfaction with health is

substantially and persistently decreased by a serious injury or illness (for at least three years); and
satisfaction with the amount of free time one has is
decreased by the birth of a child, particularly for
women, and increased by retirement.
As noted, these effects are consistent with what
might be expected. However, only for the effects of
serious injury or illness on satisfaction with health,
do statistically significant effects in the expected
direction persist beyond two years. Indeed, a curious ‘switch’ in the effects of life events occurs once
more than two years has elapsed since the event
occurred for all life events other than serious injury
or illness and promotion. That is, events with positive effects on satisfaction with a life aspect in the
first two years have a negative impact two to three
years after they occur, and events with negative
effects have a positive impact two to three years
after they occur. The reasons for this ‘switch’ are
not clear, but it suggests the dynamics of life satisfaction exhibit a form of ‘overshooting’ in ‘recovery’
from life events, whereby life satisfaction ultimately
increases above its pre-event level in the case of
negative events, and ultimately decreases below its
pre-event level in the case of positive events.
Concluding comments
The HILDA Survey data indicate there has been little
change in average levels of life satisfaction between
2001 and 2010, although of course this does not
mean life satisfaction of individuals has not varied
from year to year. Indeed, analysis of the impacts of
major life events shows many have sizeable impacts
on both overall life satisfaction and satisfaction with
specific aspects of life. Significantly, however, the
effects of most life events on overall life satisfaction
do not last beyond one year. For satisfaction with
specific aspects of life, we find larger and more persistent effects, but also indications of ‘overshooting’
of satisfaction in response to life events.
Endnote
1

This result appears to be at odds with previous research
(e.g. Backman et al., 1978) indicating that young people’s
satisfaction tends to improve rather than decline once
they leave school.
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11. Physical and mental health, 2001 to 2010
Richard Burkhauser and Markus Hahn
Every year, HILDA Survey respondents are asked to
complete the 36-item questionnaire from the SF–36
Health Survey (Ware, 2007) to obtain information
about the health of Australians.1 These data allow
researchers to examine the self-reported health of
the HILDA population across various health dimensions and how they change over time, both at the
aggregate level and individually. For example, using
a standard cross-sectional approach, we report the
aggregate levels of general health by age and sex
from 2001 to 2010 based on five of the 36 questions
in the SF–36. We then use five other questions from
the SF–36 to report aggregate levels of mental health
by age and sex over the same period. However,
such cross-sectional comparisons greatly understate
the degree that health changes across the Australian
population. To demonstrate, we focus on those who
report scores consistent with good general health in
2001 and show the cumulative risk of their dropping
into poor general health in each subsequent year
until 2010, by age and sex. We repeat this exercise
for those whose scores are consistent with poor
health in 2001. Finally, we repeat this exercise but
focus on mental health.
A cross-sectional view2
General health scores ranging from 0 to 100 can
be calculated on the basis of responses to five
questions in the SF−36 (Ware, 2007). Respondents
are first asked to rate their health in general as
excellent, very good, good, fair, or poor. The
remaining four questions require respondents to
rate how true the following statements are on a
scale of 1 to 5, with 1 meaning definitely true and
5 meaning definitely false:
• I seem to get sick a little easier than other
people.
• I am as healthy as anybody I know.
• I expect my health to get worse.
• My health is excellent.

Panel A of Figure 11.1 traces the average general
health scores of men within four age groups (15–
24, 25–54, 55–64, and 65 and over) and overall
from 2001 to 2010. Not surprisingly, men aged 15
to 24 years reported having the highest average in
all years, followed by men aged 25 to 54 years.
Each had an average general health score above
the mean value for the entire male population.
Men aged 55 to 64 years reported below average
general health scores and those aged 65 years and
over reported the lowest scores. While average
health scores were substantially different across
age groups in all years, within-age-group differences were relatively small between 2001 and 2010
and tended to move together across time. As can
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be seen in Panel B of Figure 11.1, the average general health scores of women aged 15 to 24 years
and aged 25 to 54 years were also above average
in all years, but unlike men, there is very little difference between these two age groups’ average
scores. The scores of women aged 55 to 64 years
were below average and the scores of women
aged 65 years and over were lowest. There
appears to be a slight downward trend in the level
of average general health scores over the entire
period. Comparing the two panels, younger men
had substantially better self-reported general health
scores than younger women whose scores were
similar to those of middle-aged men and women.
All younger and middle-aged men and women had
better average scores than the overall average.
Women aged 55 to 64 years had slightly higher
general health scores than men that age. In like
manner, women aged 65 years and over had
slightly higher general health scores than men that
age. But in both cases the difference was smaller
in more recent years.
The mental health scores, based on responses to a
different set of five SF–36 questions, also range
from 0 to 100. Respondents were asked on a scale
of 1 to 6, where 1 means all of the time and 6
means none of the time, how much of the time
during the last four weeks:
• Have you been a nervous person?
• Have you felt so down in the dumps that
nothing could cheer you up?
• Have you felt calm and peaceful?
• Have you felt down?
• Have you been a happy person?

Panel A of Figure 11.2 traces the average mental
health scores of men within four age groups (15–
24, 25–54, 55–64, and 65 and over) and overall
from 2001 to 2010. The range of difference in
average mental health across these male age
groups is much less than was the case for general
health and the order of average scores by age
is also different. Men aged 65 years and over
scored highest for mental health, followed by men
aged 55 to 64 years. But the difference between
the two is small, as is the difference between men
aged 55 to 64 years and the other two age groups.
Average mental health scores for men rose somewhat over the period but primarily among men
aged 55 to 64 years.
The same age patterns are seen for women in
Panel B of Figure 11.2. Women 65 years and over
had the highest average mental health scores, followed in order by age with women aged 15 to 24
years at the bottom. The differences across age
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groups are more pronounced for women than for
men. There was also a slight increase in scores
across all four female age groups. Men had some-

what higher mental health scores than women
across all age ranges, with women aged 15 to 24
years reporting the lowest scores. One reason that

Figure 11.1: Mean general health scores, by sex and age (0–100 scale)
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Figure 11.2: Mean mental health scores, by sex and age (0–100 scale)
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mental health improves somewhat with age is that
people with good mental health live longer than
those with poor mental health.3

Table 11.1 provides a more dynamic view of
changes in the health of Australians since 2001.
Rather than showing how the average general
health scores of Australians changed in each year
since 2001 by sex and age category, as done in
Figures 11.1 and 11.2, Table 11.1 traces the duration (the number of years) that individuals who
report a given level of general health (good—a
score of 50 or above, or poor—a score below 50)
remain in good general health through 2010. A
clear implication of the table is that substantial
shifts in individual levels of general health are
obscured by simply focusing on cross-sectional
changes in average general health.

ages, 55 and over) in the remaining rows of
Column 1, the ratio of good to poor general health
is higher for younger age groups. In 2001 there
were 10.1 younger men in good general health
for every younger man in poor general health.
This ratio fell to 5.22 for middle-age men and
to 3.62 for older men. The remaining columns
show the percentage of these men who either
move from good health in 2001 to poor health by
the column year or from poor health in 2001 to
good health by column year. Looking across all
males, 7.1 per cent who were in good general
health in 2001 experienced at least one year of
poor health by 2002. This increases to 12.1 per
cent by 2003. (Note that some of those who move
into poor health in 2002 might have returned to
good health in 2003.) By 2010, fully 30.0 per cent
of those who were in good general health in 2001
experienced at least one year of poor general
health over the decade.

The first two rows of Column 1 of Table 11.1 show
that in 2001, 85.0 per cent of all men were in good
general health (a score of 50 or above) and 15.0
per cent were in poor general health (a score of
less than 50). Figure 11.1 shows that general
health scores are negatively correlated with age.
This is also the case with our measure of good or
poor general health as shown in Table 11.1. When
we disaggregate our population by age (younger
ages, 15 to 34; middle ages, 35 to 54; and older

The remaining rows report these outcomes by
age. The risk of experiencing a poor general
health year rises with age. Not only were men
aged 55 years and over more likely to be in the
state of poor health in 2001, but they were more
likely to move from the state of good general
health to the state of poor general health than
were younger men. Only 24.6 per cent of men
aged 15 to 34 years who were in good health in
2001 experienced a spell of poor general health

Individual changes in general health, 2001
to 2010

Table 11.1: Persistence of general health, by sex and age
Sex, age and
health in 2001

DIST
(%)

Probability of changing health status at least once since 2001 (%)
2002

2003

2004

2005

2006

2007

2008

2009

2010

Males
All males
Good health (≥ 50)

85.0

7.1

12.1

15.6

18.9

21.3

23.4

25.9

27.2

30.0

Poor health (< 50)

15.0

34.2

46.1

56.4

59.4

63.3

64.7

66.2

69.0

72.5

Aged 15–34
Good health (≥ 50)

30.3

4.8

9.0

12.9

16.6

18.0

19.6

21.6

22.2

24.6

Poor health (< 50)

3.0

48.0

67.8

79.5

84.7

88.0

91.6

92.7

92.7

93.9

Aged 35–54
Good health (≥ 50)

36.6

8.7

14.0

18.0

20.6

23.5

25.4

27.7

29.2

31.8

Poor health (< 50)

7.0

38.2

45.7

55.4

57.6

62.9

64.1

64.9

69.2

74.8

Aged 55 and over
Good health (≥ 50)

18.1

7.8

13.5

15.4

19.3

22.3

25.8

29.5

31.6

35.3

Poor health (< 50)

5.0

20.4

33.7

44.1

47.1

49.2

49.8

52.1

54.6

56.5

Females
All females
Good health (≥ 50)

84.9

7.8

12.9

16.5

19.4

21.8

23.8

25.9

27.8

30.0

Poor health (< 50)

15.1

39.1

49.6

56.3

61.9

65.0

67.1

68.8

69.2

70.1

Aged 15–34
Good health (≥ 50)

28.4

6.6

12.8

16.2

18.4

20.5

22.6

23.8

25.0

26.6

Poor health (< 50)

4.6

44.8

62.0

67.6

75.2

81.4

85.4

85.4

85.4

86.7

Aged 35–54
Good health (≥ 50)

37.1

7.9

12.6

16.0

19.2

21.5

23.7

25.8

28.3

30.5

Poor health (< 50)

6.4

36.5

46.0

53.2

58.9

60.9

61.5

63.7

64.3

65.5

Aged 55 and over
Good health (≥ 50)

19.3

9.2

13.6

17.6

21.4

24.2

26.0

29.4

31.1

34.1

Poor health (< 50)

4.2

36.6

41.4

48.1

51.6

53.0

55.3

57.9

58.5

58.5

Notes: DIST—Distribution of persons across age and health groups in 2001. The sample consists of persons who provided valid responses in all 10 years.
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over the period from 2001 to 2010. The risk of
experiencing a poor health event over this same
period, given good health in 2001, was 31.8 per
cent for men aged 35 to 54 years and 35.3 per cent
for men aged 55 years and over.
Looking at the ‘poor health’ rows shows that exits
from the state of poor general health are even more
likely over time—the majority of those in poor general health in 2001 experienced at least one year of
good general health by 2004 (56.4 per cent) and
72.5 per cent did so by 2010. But exits from bad
general health tend to take longer for older men: it
was not until 2008 that half of men aged 55 years
and over in poor health in 2001 had exited poor
health, whereas half of men aged 35 to 54 years in
poor health in 2001 had exited poor health by 2004,
and half of men aged 15 to 34 years in poor health
in 2001 had exited poor health by 2003. The results
for women are similar overall and by age, but
women are somewhat more likely than men to exit
good general health in all years and to take longer
than men to exit poor general health.

in 2001, 22.9 experienced a period of poor mental
health by 2010. Not only were men aged 15 to 34
years more likely than older men to have poor
mental health in 2001, but they were also more
likely to experience a movement from good to poor
mental health (26.9 per cent) than men aged 35 to
54 years (22.8 per cent) or men aged 55 years and
over (18.2 per cent) over the period of our analysis.
Exits from poor mental health are faster than is the
case for general health across all ages, with exit
occurring within one year in the majority of cases
for men under 55 years of age, and within two
years in the majority of cases for older men. By
2010, of those who reported poor mental health in
2001, 96.8 per cent of men aged 15 to 34 years, 96.1
per cent of men aged 35 to 54 years, and 78.5 per
cent of men over 55 years of age, experienced a
spell of good mental health. The pattern for women
is similar, with a slightly higher initial incidence of
poor mental health, but equally rapid exits.
Endnotes
1

Table 11.2 uses the same methods as discussed for
Table 11.1 but examines the persistence of 2001
mental health level. The risk of having poor mental
health in 2001 is much lower than the risk of poor
general health in 2001 for all age groups. Only 8.6
per cent of males had poor mental health. But of
the 91.4 per cent of men with good mental health

The 36 questions in the SF–36 are intended to measure
health outcomes (functioning and wellbeing) from a
patient point of view (Ware et al., 2000). The SF–36 was
specifically developed as an instrument to be completed by
patients or the general public rather than by medical practitioners, and is widely regarded as one of the most valid
instruments of its type. The Australian Bureau of Statistics
(ABS) has conducted both general and mental health studies. Of particular relevance to the HILDA Survey results are

Table 11.2: Persistence of mental health, by sex and age (%)
Sex, age and
health in 2001

DIST
(%)

Probability of changing health status at least once since 2001
2002

2003

2004

2005

2006

2007

2008

2009

2010

Males
All males
Good health (≥ 50)

91.4

5.0

9.3

12.2

14.3

16.2

17.9

20.1

21.5

22.9

Poor health (< 50)

8.6

61.5

72.6

77.6

82.6

84.3

89.5

91.9

92.4

92.4

Aged 15–34
Good health (≥ 50)

28.8

6.2

10.4

13.8

16.4

18.2

20.1

22.7

24.3

26.9

Poor health (< 50)

2.8

64.4

78.6

79.4

80.3

82.4

89.5

96.8

96.8

96.8

Aged 35–54
Good health (≥ 50)

39.1

4.1

8.7

11.9

14.4

17.0

18.5

20.4

21.8

22.8

Poor health (< 50)

3.8

66.8

73.5

81.8

87.9

89.4

95.1

95.1

96.1

96.1

Aged 55 and over
Good health (≥ 50)

23.4

5.1

8.8

10.7

11.6

12.5

14.4

16.2

17.3

18.2

Poor health (< 50)

2.0

47.1

62.1

66.8

75.7

76.7

78.5

78.5

78.5

78.5

Females
All females
Good health (≥ 50)

90.0

6.9

11.4

14.7

17.2

19.3

20.9

22.9

25.0

26.7

Poor health (< 50)

10.0

58.6

74.8

83.0

86.7

89.6

91.0

93.1

94.1

94.7

Aged 15–34
Good health (≥ 50)

27.3

7.3

13.5

17.2

21.2

24.1

26.2

28.2

30.2

31.8

Poor health (< 50)

3.9

64.1

74.3

85.6

88.0

89.1

91.3

95.0

97.1

97.1

Aged 35–54
Good health (≥ 50)

38.3

8.1

11.7

15.5

18.3

20.0

21.1

23.4

26.6

28.4

Poor health (< 50)

4.4

50.4

73.8

81.1

84.4

89.3

89.3

90.6

90.6

90.6

Aged 55 and over
Good health (≥ 50)

24.4

4.7

8.8

10.6

11.0

12.7

14.5

16.2

16.7

18.3

Poor health (< 50)

1.6

67.7

78.6

81.7

90.2

91.4

95.0

95.0

96.3

100.0

Notes: DIST—Distribution of persons across age and health groups in 2001. The sample consists of persons who provided valid responses in all 10 years.
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the National Survey of Mental Health and Well-Being of
Adults, and the National Health Survey (ABS, 1997; 2001).
The former included a short version, the SF−12, of the
mental health scale in the SF−36. To our knowledge, there
are no established norms for the SF−36 for Australian
respondents, although a small sample validation study of
an Australian version of the instrument has been done in
New South Wales (Sanson-Fisher and Perkins, 1998).
2

3

The HILDA Survey results for the general health and
mental health scales used here are roughly in line with
American norms and have similar mean scores (Ware et
al., 2000). However, the HILDA Survey mental health scale
scores have a higher standard deviation than the American
scores. For instance, the HILDA Survey means in 2004
were 68.5 for general health and 74.1 for mental health.
The American means are both about 2 points higher.
Several studies, including Martin et al. (1995) and
Barreira (1999) have found that people with poor mental
health, on average, have a lower life expectancy than
those with good mental health.
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12. Social exclusion in Australia
Roger Wilkins
There has long been considerable dissatisfaction
with narrow income-based conceptions of socioeconomic disadvantage. The income poverty measures, such as those presented in Chapter 5, are
widely regarded as informative, but are also
regarded by most people in research, policymaking and community sector circles as inadequate for fully identifying and understanding
socio-economic disadvantage in the community.
Multi-dimensional approaches have been advocated as providing superior information and,
in recent years in Australia, this has taken the form
of disadvantage conceived as social exclusion.
Reflecting this development, the Australian
Government in 2009 established the Australian
Social Inclusion Board (ASIB), one of the activities
of which has been to define and measure social
exclusion in Australia (e.g. see ASIB, 2010).
The HILDA Survey is well placed to examine social
exclusion in Australia because of the richness of the
data, its annual frequency and the capacity to
examine persistence and recurrence of exclusion.
In work conducted by the Melbourne Institute in
conjunction with the Brotherhood of St Laurence, a
method for measuring social exclusion was developed and estimates of social exclusion were produced for the 2001 to 2008 period using the HILDA
Survey data. In this chapter, we present a brief
exposition of these measures of social exclusion
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with an emphasis on persistence and recurrence of
exclusion. Full details on the development of the
measures are available in Scutella, Wilkins and
Horn (2009), while more detailed analysis of social
exclusion over the 2001 to 2008 period using the
HILDA Survey data is presented in Scutella, Wilkins
and Kostenko (2009).
The measure of social exclusion we present here
is derived from 22 indicators across seven domains
of exclusion. The seven domains are: material
resources; employment; education and skills; health
and disability; social support and interactions;
community engagement; and personal safety. The
premise of the social exclusion approach is that
each of these domains is important to the ability of
an individual to be a full participant in society—
learning, working, engaging with others and having
a say in what happens in their communities. The 22
indicators are available in every wave of the HILDA
Survey, allowing us to examine change in social
exclusion over the entire survey period and to also
examine persistence and recurrence of social exclusion.1 The indicators are summarised in Table 12.1.
The indicators are combined together to produce
an overall measure of social exclusion for each
individual. This is done by calculating, for each
domain, the proportion of indicators present for the
individual and then adding up these proportions
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across all seven domains. For example, if an individual has income less than 60 per cent of median
income, but does not regard herself as poor or very
poor, then one of the two indicators of exclusion in
the material resources domain are present, and the
individual scores 0.5 for that domain. An individual
who scores 0.5 in one domain and has no indicators present in any other domain will obtain an
aggregate score of 0.5; an individual who scores 0.5
in all seven domains will obtain an aggregate score
of 3.5 (although note that a score of 0.5 is not possible for a domain with an odd number of indicators); and an individual who has all indicators present will score 7.
Figure 12.1 presents, for each year in the 2001 to
2010 period, the proportion of the population
aged 15 years and over with a social exclusion
score of at least one, with a social exclusion score
of at least two, and with equivalised income less
than 50 per cent of median equivalised income.
These can be interpreted, respectively, as the proportion experiencing marginal or worse exclusion,
the proportion experiencing deep exclusion, and
the proportion in income poverty.
The figure shows the proportion of the population
in income poverty lies between the proportion
deeply excluded and the proportion experiencing
marginal or worse exclusion. Contrary to the pattern evident for income poverty, on both social
exclusion measures, the rate of exclusion steadily
declines up until 2008. Deep exclusion continued
to decline in 2009 and 2010. Also in contrast to

income poverty, marginal or worse social exclusion
spiked sharply upwards in 2009 and continued to
increase in 2010. Given the pattern of economic
growth and associated employment growth over
the period, this would suggest that marginal social
exclusion is more responsive to economic conditions than is income poverty or deep exclusion.
Which groups of people are most susceptible to
social exclusion? In Table 12.2, mean rates of
social exclusion over the 2001 to 2010 period for
the two measures are compared with mean rates
of income poverty across sex, age and household
type groups. In common with income poverty,
females are somewhat more susceptible to social
exclusion than males. Marginal or worse social
exclusion follows a similar pattern by age group to
income poverty, being relatively high for persons
aged 15 to 24 years, lowest for persons aged 25 to
34 years, and then increasing in age, with persons
aged 65 years and over having the highest rates
of both marginal or worse social exclusion and
income poverty. Deep exclusion is also highest
among people aged 65 years and over, but monotonically decreases in age all the way down to the
15 to 24 years age group—that is, the 15 to 24
years age group has the lowest rate of deep exclusion, and each successively higher age group has
a higher rate of deeper exclusion than the age
group below it.
In common with income poverty, lone-parent families are more prone to social exclusion than other
families with children (or, indeed, other non-elderly

Table 12.1: Indicators of social exclusion
Domains

Indicators

Material resources

Income less than 60 per cent of median income
Subjectively poor or very poor

Employment

Unemployed, underemployed or marginally attached to the labour force
Unemployed or underemployed
Unemployed
Long-term unemployed
In a jobless household with one or more people aged 15−64 years

Education and skills

Poor English proficiency
Low level of formal education (No post-school qualifications and has not completed high school)
Little or no work experience (Less than 3 years)

Health and disability

Poor general health
Poor physical health
Poor mental health
Has a long-term health condition or disability
Household has a disabled child

Social

Little social support
Rarely or never get together with friends/relatives

Community

Reported low satisfaction with ‘feeling part of local community’
Reported low satisfaction with ‘the neighbourhood in which you live’
Not currently a member of a sporting, hobby or community-based club or association (and not employed or studying)
No voluntary activity in a typical week (and not employed or studying)

Personal safety

Low level of satisfaction with ‘how safe you feel’

Note: In the employment domain, the first four indicators are designed to be cumulative, so a long-term unemployed person has four indicators present, an
unemployed person who is not long-term unemployed has three indicators present, an underemployed person has two indicators present and a marginally
attached person has one indicator present.
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Figure 12.1: Proportion of the population aged 15 years and over socially excluded
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single people). The elderly family types have the
highest rates of social exclusion of all family types,
with elderly single women having particularly high
rates of social exclusion. These patterns are also
consistent with income poverty rates.2
Persistence of social exclusion
The nature of many of the indicators of social
exclusion presented in Table 12.1 is such that we
might expect measured social exclusion to be
highly persistent over time, although it is not clear

whether we should expect social exclusion to be
more or less persistent than income poverty. In
particular, domains such as health and disability,
and education and skills seem likely to be highly
serially correlated over time. Table 12.3 provides
evidence on the extent of persistence of social
exclusion compared with income poverty. For
each wave, it presents the probability of exiting
social exclusion, calculated as the percentage of
people socially excluded in the year who were not
socially excluded in the next year. The corresponding estimates are presented for income poverty.

Table 12.2: Social exclusion in Australia—Mean rates over the HILDA Survey period, 2001 to 2010 (%)
Social exclusion score ≥ 1

Social exclusion score ≥ 2

Income poor

Males

29.8

8.0

11.4

Females

34.3

8.9

14.4

15–24

25.4

3.4

12.3

25–34

19.9

5.3

6.6

35–44

26.2

6.6

7.8

45–54

28.6

7.5

8.7

55–64

50.5

17.1

15.0

65 and over

64.4

18.7

30.3

Non-elderly couple

31.4

10.2

7.3

Couple with children

25.0

5.7

6.9

Lone parent

44.4

10.7

19.0

Non-elderly single male

27.3

5.4

11.7

Non-elderly single female

23.6

6.9

14.1

Elderly couple

62.3

16.3

22.5

Elderly single male

52.2

19.5

35.5

Elderly single female

71.4

26.3

39.1

Age group (years)

Family type

Note: Population is all people aged 15 years and over.
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Measured on a year-to-year basis, persistence is
higher for marginal or worse social exclusion than
income poverty, but slightly lower for deep exclusion. On average, over the HILDA Survey period,
27.0 per cent of those with marginal or worse
exclusion in one year are no longer socially
excluded in the next year, while 45.3 per cent of
those deeply excluded in one year are no longer
in deep exclusion in the next year. These figures
compare with 43.3 per cent of those in income
poverty in a given year. That is, 73.0 per cent of
those marginally or deeply excluded in one year
are similarly excluded in the next year, and 54.7
per cent of those deeply excluded in one year are
deeply excluded in the next year, while 56.7 per
cent of those in income poverty in one year are in
income poverty in the next year.
Composition of social exclusion
Table 12.4 examines the nature of social exclusion
by presenting the proportion of the socially
excluded with each indicator of exclusion. The
estimates presented in the table are means
estimated over all years of the HILDA Survey.
The most common indicators for marginal or
worse exclusion, present for at least 30 per cent
of those excluded, are: no voluntary activity (and
not employed or studying) (61.4 per cent); not
a member of a sporting, hobby or communitybased club or association (and not employed
or studying) (58.9 per cent); income less than
60 per cent of median income (52.9 per cent);
poor general health (43.6 per cent); has a longterm health condition or disability (44.3 per cent);
low level of formal education (41.2 per cent); in
a jobless household containing one or more
people aged 15 to 64 years (35.7 per cent); and
unemployed, underemployed or marginally
attached to the labour force (32.5 per cent). The
least-prevalent indicators are: long-term unemployed (2.4 per cent); household has a disabled
child (2.6 per cent); and little social support (2.8
per cent). Prevalence rates are substantially higher
among the deeply excluded, although the ordering of prevalence rates across indicators is similar
—the main difference is that that poor general

health is relatively more prevalent among the
deeply excluded.
Table 12.5 examines the year-on-year persistence
of each indicator of social exclusion. It presents
the proportion of people with the indicator
present in one year who still have the indicator
present in the next year, averaged over all years
of the HILDA Survey. As might be expected, a
low level of formal education is very persistent,
although, at 92.4 per cent, it is perhaps less
persistent than might be expected. Also unsurprising is that persistence of poor English proficiency, a long-term health condition or disability,
and poor general health is quite high, at 70 per
cent or higher. Perhaps less obvious is that persistence is also high for not undertaking voluntary
work (78.2 per cent) and not being a member of
a sporting, hobby or community-based club or
association (72.6 per cent). Joblessness among
households containing people of ‘working age’ is
highly persistent, with 72.4 per cent of those living
in a jobless household in one year also in a jobless
household in the next year. Income less than 60
per cent of the median income, and poor physical
health, are also relatively persistent from one year
to the next.
Household-level exclusion
The individual-level measure of social exclusion
examined in this chapter does not allow inclusion
of children under 15 years of age, since the HILDA
Survey does not collect information from children
and, even if it did, many of the indicators would
not be applicable to children. To examine social
exclusion of all people in the community, one
approach is to measure exclusion at the household
level and assign everyone in the household the
score of their household. To do this, we calculate
the mean individual-level social exclusion score of
each household, and then assign that mean score
to every member of the household, including children under 15 years of age. For example, in a
couple household with two children under 15, all
four members of the household are assigned the
average of the parents’ social exclusion scores.

Table 12.3: Year-on-year persistence of social exclusion and income poverty (%)
Probability exit marginal or worse
social exclusion (score ≥ 1)

Probability exit deep social
exclusion (score ≥ 2)

Probability exit
income poverty

2001

28.3

50.6

50.6

2002

29.0

52.0

48.4

2003

23.6

45.8

45.1

2004

27.0

60.8

48.8

2005

31.6

48.6

40.1

2006

26.5

39.7

34.4

2007

30.1

17.3

40.2

2008

19.8

32.5

38.7

2009

24.6

48.7

43.0

All waves

27.0

45.3

43.3

Note: Population is all people aged 15 years and over.
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Table 12.6 presents the results of this exercise,
showing the proportion of people with a household social exclusion score greater than or equal to
one, and the proportion with a household social
exclusion score greater than or equal to two. The
estimates are mean values across the ten waves of
data available. Differences in rates of household

social exclusion between males and females are
smaller than for the individual-level measure, due
both to the inclusion of children and the fact that
many men and women live together and so will
have the same score. Nonetheless, the rate of
exclusion remains slightly higher for females.
Children under 15 years of age have relatively high

Table 12.4: Prevalence of each indicator of social exclusion among the socially excluded, 2001 to 2010 (%)
Social exclusion score ≥ 1

Social exclusion score ≥ 2

Income less than 60 per cent of median income

52.9

69.2

Subjectively poor or very poor

10.8

24.6

Indicator

Long-term unemployed

2.4

4.1

Unemployed

10.9

15.4

Unemployed or underemployed

18.4

20.9

Unemployed, underemployed or marginally attached

32.5

36.9

In a jobless household with one or more people aged 15−64 years

35.7

56.2

Low level of formal education

41.2

47.5

Poor English proficiency

23.0

32.8

Little or no work experience

8.4

8.2

Poor general health

43.6

70.0

Poor physical health

26.2

41.8

Poor mental health

25.2

43.2

Has a long-term health condition or disability

44.3

65.9

Household has a disabled child

2.6

2.7

Little social support

2.8

5.3

Rarely or never get together with friends/relatives

19.0

29.0

Reported low satisfaction with ‘feeling part of local community’

23.3

36.9

9.6

14.5

Not a member of a sporting, hobby or community-based club or association

58.9

78.7

No voluntary activity in a typical week

61.4

80.4

Low level of satisfaction with ‘how safe you feel’

17.2

37.8

Reported low satisfaction with ‘the neighbourhood in which you live’

Note: Population is all people aged 15 years and over.

Table 12.5: Persistence of each indicator from one year to the next—All waves combined
Indicator

Percentage for whom the indicator persists

Income less than 60 per cent of median income

68.8

Subjectively poor or very poor

42.5

Unemployed or underemployed

39.2

Long-term unemployed

25.0

Unemployed

25.7

Unemployed, underemployed or marginally attached

48.7

In a jobless household with one or more people aged 15−64 years

72.4

Low level of formal education

92.4

Poor English proficiency

78.5

Little or no work experience

66.7

Poor general health

70.0

Poor physical health

61.8

Poor mental health

45.4

Has a long-term health condition or disability

73.0

Household has a disabled child

45.8

Little social support

32.2

Rarely or never get together with friends/relatives

45.8

Reported low satisfaction with ‘feeling part of local community’

44.4

Reported low satisfaction with ‘the neighbourhood in which you live’

32.0

Not a member of a sporting, hobby or community-based club or association

72.6

No voluntary activity in a typical week

78.2

Low level of satisfaction with ‘how safe you feel’

29.2

Notes: This table presents the mean probability of having the indicator present in the next year, conditional on it being present in the current year. Population is all
people aged 15 years and over.
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rates of both marginal and deep social exclusion—
the rates are above all other age groups other than
the two oldest age groups. Patterns by age group
among people aged 15 years and over are similar
to patterns for individual-level social exclusion, as
indeed are patterns by family type.
Social exclusion including an indicator
for wealth
When examining the HILDA Survey data from
Waves 2, 6 and 10 (2002, 2006 and 2010), it is possible to include an indicator based on the net

wealth of the household. Scutella, Wilkins and
Kostenko (2009) propose an indicator for low
wealth, which is ‘net wealth less than 60 per cent
of median net wealth’. This is analogous to the
indicator for low income, and belongs in the same
domain as the income indicator—that is, in the
material resources domain. Table 12.7 shows the
implications for measured social exclusion of
including an indicator for low wealth by using data
from 2002, 2006 and 2010 to present mean prevalence rates of individual-level and household-level
social exclusion by sex, age group and family type.

Table 12.6: Mean rates of household-level social exclusion among people of all ages, 2001 to 2010 (%)
Social exclusion score ≥ 1

Social exclusion score ≥ 2

All people

30.2

7.1

Males

29.7

6.9

Females

30.7

7.2

Age group (years)
Less than 15

31.0

7.1

15–24

26.2

4.7

25–34

23.5

6.7

35–44

25.9

4.9

45–54

23.4

5.4

55–64

39.0

12.6

65 and over

54.8

11.5

Non-elderly couple

28.0

9.2

Couple with children

24.8

4.8

Lone parent

46.1

11.5

Non-elderly single male

27.5

6.9

Non-elderly single female

25.6

7.7

Elderly couple

55.9

11.9

Elderly single male

51.6

12.8

Elderly single female

48.9

9.5

Family type

Table 12.7: Social exclusion including an indicator for wealth—2002, 2006 and 2010 combined (%)
Individual-level exclusion among people
aged 15 years and over

Household-level exclusion among
people of all ages

Social exclusion
score ≥ 1

Social exclusion
score ≥ 2

Social exclusion
score ≥ 1

Social exclusion
score ≥ 2

All people

36.2

8.4

35.5

7.1

Males

32.1

7.7

34.9

6.9

Females

40.0

9.0

36.1

7.4

Age group (years)
–

–

37.3

6.1

15–24

Less than 15

33.6

4.9

34.2

6.3

25–34

25.2

4.7

29.6

5.4

35–44

30.3

7.4

32.6

5.8

45–54

29.1

6.3

26.6

6.0

55–64

54.3

16.1

39.8

10.5

65 and over

63.7

17.7

57.1

13.5

Non-elderly couple

33.3

9.3

29.5

7.9

Couple with children

28.3

5.5

30.5

4.3

Lone parent

62.7

13.3

57.3

15.9

Non-elderly single male

30.1

7.1

32.5

8.1

Non-elderly single female

32.0

7.1

33.9

7.8

Elderly couple

63.4

14.2

61.9

13.1

Family type

Elderly single male

42.1

9.9

31.4

4.9

Elderly single female

74.9

30.3

49.3

13.7
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For both the individual-level and the householdlevel measures, the overall prevalence of marginal
or worse social exclusion increases slightly, while
the overall prevalence of deep exclusion changes
very little. However, these differences could in
part be due to examining different years, since the
analysis excluding wealth used all ten waves of
data, whereas the analysis with wealth uses only
Waves 2, 6 and 10. More informative is to examine
how patterns across demographic groups differ
once a wealth indicator is included. With this
focus, we first see that social exclusion for women
is higher relative to men once an indicator for low
wealth is included, implying more women than
men have low wealth. Comparisons across age
groups show a relative increase in rates of exclusion for younger people compared with older
people, which is consistent with younger people
tending to have less wealth than older people.
Comparisons across family types show a relative
increase in social exclusion for lone-parent families, and a (smaller) relative increase for single
people. Measured exclusion of elderly single
males decreases substantially, while deep exclusion decreases slightly for elderly couples.

from one year to the next than income poverty,
possibly suggesting it better identifies entrenched
socio-economic disadvantage.
Endnotes
1

Scutella, Wilkins and Kostenko (2009) also present analysis drawing on additional indicators that are not available in every wave, including indicators for household
wealth, household consumption expenditure, literacy
and numeracy, neighbourhood quality, experience of
violence and experience of property crime. Note that in
previous volumes of the Statistical Report, an indicator,
‘financial stress’, was included in the analysis. However,
in Wave 10, the measure of financial stress is not available and therefore comparability across all of Waves 1 to
10 requires that this indicator be excluded in this
volume. It has, however, been replaced with the indicator ‘subjectively poor or very poor’, derived from the
question ‘Given your needs and financial responsibilities, would you say that you and your family are prosperous, very comfortable, reasonably comfortable, just getting along, poor or very poor?’

2

Previous volumes of the Statistical Report have shown
that the elderly have relatively low rates of financial
stress, so that measured social exclusion among the
elderly is considerably lower when the indicator for
financial stress is included.

Discussion
The evidence presented in this brief analysis of
social exclusion suggests that, despite some commonalities with income poverty, it is far from equivalent to income poverty. The pattern over time in
the incidence of social exclusion between 2001 and
2010 is quite different to that for income poverty.
Moreover, while there is clearly considerable overlap, it is also clear that the people who experience
social exclusion, particularly deep exclusion, are
not simply the same people as those who experience income poverty. For example, the elderly are
relatively more likely to be income poor than they
are to be deeply socially excluded—particularly if
an indicator for low wealth is included in the social
exclusion measure (although the elderly nonetheless still constitute a significant proportion of the
deeply excluded). Furthermore, marginal or worse
social exclusion has considerably more persistence
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Household Wealth
Household wealth data were collected for the third time in Wave 10, having previously been collected in
Waves 2 and 6. As discussed in Volume 4 of the Statistical Report, the household wealth data collected
by the HILDA Survey provide valuable information on the distribution and dynamics of household
wealth in Australia. An individual’s wealth is an important determinant of economic wellbeing and will
also potentially have an impact on many economic and social decisions. Moreover, the wealth data allow
us to investigate the savings and investment decisions of individuals, and the determinants of those decisions. This includes, by virtue of the detailed nature of the data, the ability to examine the composition
of households’ assets and debts.
In this volume, we present four articles on household wealth, mainly drawing on the data collected in
Waves 2, 6 and 10. The first article considers the overall distribution of wealth and its dynamics over the
2002 to 2010 period. The second article investigates the composition of wealth, examining eight distinct
categories of assets and six categories of household debts. The third article focuses on the single biggest
component of household wealth—the family home. Information on home ownership, home value and
home debt is collected by the HILDA Survey every wave, and so this article uses data from all ten waves.
The final article examines the distribution, composition and dynamics of household debt.
All of the analysis in this section converts monetary values to December 2010 prices to remove the
effects of inflation. The adjustments are made based on the Australian Bureau of Statistics Consumer
Price Index (Catalogue No. 6401.0) using the values of the index in the September quarter of 2002, 2006
and 2010 (since over two-thirds of interviews are conducted in the September quarter) and the
December quarter of 2010. In practical terms, this involves increasing the wealth figures reported by
respondents by 25.6 per cent for the 2002 data, by 11.8 per cent for the 2006 data and by 0.4 per cent
for the 2010 data.
Household wealth
The HILDA Survey obtains a measure of household wealth by asking a detailed set of questions on most financial assets,
non-financial assets and debts. Total wealth—or net wealth—is equal to total financial and non-financial assets of all members of the household, minus total debts of all members of the household.
The questions employed to measure wealth have remained very similar across the three waves that have specifically collected wealth data, ensuring a high degree of comparability of wealth estimates. In all three waves, the following financial
asset components were measured: bank accounts; superannuation; cash investments; equity investments (shares); trust
funds; and the cash-in value of life insurance policies. In respect of non-financial assets, wealth data were sought for: the
home; other property; business assets; collectables; and vehicles. In Wave 2, the debt components measured comprised:
home debt; other property debt; unpaid credit card debt; HECS debt; other personal debt (including car loans, investment
loans, hire purchase agreements and loans from friends or relatives not living in the household); and business debt. Very
similar information on debts was collected in 2006 and 2010, but in these two waves, the value of overdue household bills
was also collected, and ‘other personal debt’ was disaggregated into six components: car loans; hire-purchase loans or
agreements; investment loans; other personal loans from financial institutions; loans from other types of lenders such as
solicitors, pawn brokers and welfare agencies; and loans from friends and relatives not living in the household.
The only significant component omitted from the HILDA Survey measure of household wealth is ‘dwelling contents’ (other
than collectables), such as furniture and appliances. Estimates from the ABS Survey of Income and Housing (Catalogue No.
6554.0) indicate that the mean value of household contents, excluding collectables, was approximately $59,000 in 2009–10.
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13. The distribution and dynamics of household
net wealth
Roger Wilkins
The distribution of wealth
Table 13.1 presents summary statistics of the distribution of household net wealth in Australia in 2002,
2006 and 2010. Over the full 2002 to 2010 period,
there have been large gains in the wealth of
Australian households. Mean wealth of households
increased by 38 per cent in real terms to be
$683,694 in 2010, while median wealth increased
by 50.1 per cent, to $399,353. Significantly, the
second panel of Table 13.1 shows that the rate of
growth in wealth was higher in the bottom half of
the wealth distribution. In particular, the rate of
growth was higher for the 10th and 25th percentiles
than the 75th, 90th, 95th and 99th percentiles.

Indeed, of the percentiles examined, the rate of
growth was highest for the 10th percentile. Of
course, while the percentage changes in net wealth
were larger at lower points of the distribution, the
dollar values of the increases tended to be larger
in the top half of the wealth distribution. For
example, the 75th percentile increased by approximately $230,000, compared with an increase in the
25th percentile of approximately $30,000.
Growth was clearly much higher in the period from
2002 to 2006 than between 2006 and 2010. Indeed,
mean wealth decreased slightly in real terms
between 2006 and 2010. Nonetheless, as the
second panel of Table 13.1 shows, real household

How do household wealth data from the HILDA Survey and the Australian Bureau of Statistics (ABS) Survey of Income
and Housing (SIH) compare?
The ABS has collected household wealth data as part of the two-yearly Survey of Income and Housing on three occasions
to date. It is, however, difficult to make precise comparisons with the HILDA Survey data because of differences in timing
of the surveys, particularly given the sensitivity of wealth estimates to movements in house and share prices, which can
change quite rapidly. The SIH wealth data were collected over the course of the 2003–04, 2005–06 and 2009–10 financial
years, whereas the HILDA Survey wealth data were collected in the second half (mostly the third quarter) of 2002, 2006
and 2010. Most readily compared are estimates from the two most recent SIH and HILDA Survey wealth collections, but
the timing is still somewhat different.
Table B1 presents some comparisons of the wealth data from the two sources. Focusing on comparisons between the
2005–06 SIH and 2006 HILDA Survey, and between the 2009–10 SIH and 2010 HILDA Survey, we find that mean wealth
is higher in HILDA than SIH in the first case, while it is lower in the second case. It is possible that differences in timing
could explain these differences, since asset prices were growing strongly in 2006, and were tending to decline in 2010, but
another contributing factor is that the ABS collects information on the value of ‘dwelling contents’, whereas the HILDA
Survey does not attempt to measure the value of dwelling contents other than ‘collectables’. In the lower panel of Table B1,
we therefore compare overall means, and means of each wealth quintile, excluding dwelling contents from the SIH and
excluding collectables from the HILDA Survey.
For this measure of net wealth, the HILDA Survey produces a higher mean in 2006 and a similar mean in 2010, while the
means of the bottom quintile (which is sensitive to large negative values of net wealth) are lower in the HILDA Survey. That
aside, given differences in collection periods in conjunction with volatility in share and house prices, the two data sources
appear to produce reasonably similar pictures of the wealth distribution.
A further check on the wealth data is available through comparisons with aggregates from the Australian System of National
Accounts (ASNA). We do not directly undertake such comparisons here, but note that ABS analysis (ABS, 2011) comparing total
household wealth as measured by the SIH with comparable ASNA measures found the SIH as a percentage of ASNA was 95 per
cent in 2003–04, 98 per cent in 2005–06 and 108 per cent in 2009–10.
Table B1: Distribution of net wealth across households—ABS SIH and HILDA compared ($, December 2010 prices)
ABS
Mean

HILDA

2003–04

2005–06

2009–10

2002

2006

2010

567,003

645,583

735,215

495,496

686,641

683,694

509,534

587,213

673,056

491,318

683,006

680,143

9,822

12,731

13,180

1,388

3,538

–758

123,321

136,940

150,599

98,364

141,454

151,535

Excluding dwelling contents/collectables
Mean (overall)
Mean of bottom quintile
Mean of 2nd quintile
Mean of 3rd quintile

300,725

333,060

375,066

267,371

370,339

398,756

Mean of 4th quintile

536,697

576,776

657,975

534,437

684,560

732,337

Mean of top quintile

1,578,078

1,876,558

2,169,069

1,555,762

2,216,473

2,119,566

Note: Australian Bureau of Statistics (ABS) estimates are derived from the Survey of Income and Housing (SIH) (ABS, 2011).
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wealth increased at most points of the distribution
between 2006 and 2010. Indeed, all points examined—the 10th, 25th, 50th, 75th, 90th, 95th and 99th
percentiles—increased in real terms between 2006
and 2010. The slight decrease in mean net wealth
between 2006 and 2010 would therefore seem to
derive from declines in values reported at the very
top of the wealth distribution—specifically, in the
top 1 per cent of the wealth distribution.

eight categories of household net wealth. There has
been a slight increase in the proportion of households with negative household net wealth, while
the proportion of households with household net
wealth less than $400,000 at December 2010 prices
has declined. The proportions in each of the top
four wealth categories have all increased, with the
greatest growth occurring in the top two categories.
In particular, by 2010, 18.9 per cent of households
had net wealth of one million dollars or more (at
December 2010 prices), compared with 17.9 per
cent in 2006 and 12.7 per cent in 2002.

The third panel of Table 13.1 examines inequality
in the distribution of wealth. Wealth is clearly
more unequally distributed than income. For
example, in 2010, the Gini coefficient for household wealth was 0.61, compared with 0.34 for
2009–10 household (unequivalised) disposable
income. Interestingly, however, it appears that
inequality in the distribution of wealth decreased
between 2002 and 2010. Over the full 2002 to 2010
period, the ratio of the 90th percentile to the
median decreased from 4.28 to 3.89 and the ratio
of the median to the 10th percentile decreased
from 60.50 to 41.87. The Gini coefficient also
decreased slightly, from 0.622 to 0.610. The
decline in the percentile ratios occurred in both
the 2002 to 2006 and 2006 to 2010 sub-periods,
even though the first period was one of much
stronger growth in wealth, when one might expect
a tendency towards increased wealth inequality.

Table 13.2 presents statistics on the distribution
across individuals of ‘per adult’ household wealth.
For each member of the household aged 15 years
and over who is not a child living with his or her
parents, household net wealth is divided by the
number of people in the household aged 15 years
and over who are not children living with their
parents. This provides a measure of household
wealth that is analogous to equivalised household
income in that it provides an adjustment for
household size—however, in the absence of an
established standard (or indeed rationale) for
equivalising wealth, the adjustment only takes into
account adults and simply divides total wealth by
the number of adults in the household.1 Children,
irrespective of their age, who are living with their
parents are excluded on the basis that most of the
wealth held in a household will belong to their
parents. Note, however, that people living with
their parents are not classified as ‘children living

The bottom panel of Table 13.1 presents an alternative perspective on the distribution of wealth,
showing the proportion of households in each of

Table 13.1: Distribution of household net wealth across all households (December 2010 prices)
2002

2006

2010

Change 2002 to 2010

Mean

495,496

686,641

683,694

38.0%

Median

266,025

363,590

399,353

50.1%
116.9%

Average net wealth ($)

Net wealth at different points of the distribution ($)
10th percentile

4,397

7,767

9,538

25th percentile

62,818

84,374

93,175

48.3%

266,025

363,590

399,353

50.1%

Median
75th percentile

621,274

791,922

851,425

37.0%

90th percentile

1,139,417

1,508,671

1,551,743

36.2%

95th percentile

1,692,260

2,268,594

2,303,266

36.1%

99th percentile

3,561,661

5,090,818

5,183,353

45.5%

Inequality in net wealth
p90/p50

4.28

4.15

3.89

–0.40

p50/p10

60.50

46.81

41.87

–18.63

Gini coefficient

0.622

0.635

0.610

–0.012

Percentage in each net wealth category
< $0
$0–$99,999

4.5

4.7

4.9

0.5

25.8

23.5

24.1

–1.7

$100,000–$199,999

12.9

8.7

8.4

–4.5

$200,000–$399,999

18.9

17.4

15.6

–3.2

$400,000–$599,999

12.1

13.1

13.3

1.2

$600,000–$999,999

13.2

14.7

14.7

1.5

$1,000,000–$1,999,999

9.1

11.6

12.3

3.2

$2,000,000 and over

3.6

6.3

6.6

2.9

100.0

100.0

100.0

0.0

Total

Note: Percentages may not add up to 100, and changes in percentages may not add up to zero, due to rounding.
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with their parents’ if they are married, or if they
have children themselves or if they are an adult
living with an elderly parent.
Mean net wealth per adult household member,
evaluated across all adults, increased from
$291,442 in 2002 to $400,617 in 2010, a 37.5 per
cent increase, which is almost identical to the 38.0
per cent growth in mean household wealth evaluated across all households. Rates of growth in the
median, 10th percentile and 90th percentile in
Table 13.2 are likewise very similar to the corresponding rates of growth for household income
presented in Table 13.1.
Table 13.3 examines differences in median household wealth by age group, family type and location of residence. As in Table 13.2, the population

examined comprises persons aged 15 years and
over who are not living with their parents, but in
Table 13.3 the estimates are for total wealth of the
household, not wealth per adult. Unsurprisingly,
there are large differences in median wealth by
age group. In all three years in which wealth data
have been collected, median wealth is lowest for
the youngest age group, and increases in age up
to the 55 to 64 years age group. Median wealth of
people aged 65 years and over is less than median
wealth of those aged 45 to 54 years, but higher
than median wealth of those aged 35 to 44 years.
All age groups have experienced real growth in
median wealth between 2002 and 2010, but
growth has been relatively low for the 25 to 34
and 45 to 54 age groups. Indeed, median wealth
declined for these two age groups between 2006

Table 13.2: Distribution of household net wealth per adult across all adults (December 2010 prices)
2002 ($)

2006 ($)

2010 ($)

Change 2002 to 2010 (%)

Mean

291,442

404,525

400,617

37.5

Median

163,981

231,143

242,978

48.2

10th percentile

4,970

8,739

10,542

112.1

90th percentile

659,544

871,118

906,020

37.4

Notes: Estimates are for household net wealth divided by the number of persons in the household aged 15 years and over, excluding adult children living with
their parents. The population examined correspondingly comprises all persons aged 15 years and over who are not living with their parents.

Table 13.3: Median household net wealth of individuals by family type, age group and location of residence
(December 2010 prices)
2002 ($)

2006 ($)

2010 ($)

Change 2002 to 2010 (%)

Age group (years)
Under 25

17,965

25,147

34,238

90.6

25–34

124,815

153,549

150,616

20.7

35–44

294,619

397,625

426,883

44.9

45–54

520,681

610,240

601,470

15.5

55–64

549,987

748,575

847,349

54.1

65 and over

361,568

484,451

568,256

57.2

Non-elderly couple

395,740

559,884

518,888

31.1

Couple with children

365,561

484,451

499,409

36.6

Lone parent

70,511

94,907

106,930

51.7

Non-elderly single male

68,846

75,434

100,906

46.6

Non-elderly single female

73,080

97,002

92,090

26.0

Elderly couple

471,119

603,514

746,935

58.5

Elderly single male

253,776

335,971

395,115

55.7

Elderly single female

266,591

340,848

402,620

51.0

Major urban area

333,301

440,319

494,991

48.5

Other area

255,036

386,114

385,552

51.2
20.2

Family type

Region of residence

State of residence
New South Wales

376,281

445,561

452,420

Victoria

353,653

425,110

494,507

39.8

Queensland

248,500

392,135

413,179

66.3

South Australia

210,433

295,588

365,420

73.7

Western Australia

271,993

546,608

531,815

95.5
112.7

Tasmania

130,255

243,696

277,115

Northern Territory

349,256

622,187

427,821

22.5

Australian Capital Territory

527,465

557,649

668,126

26.7

Total

303,151

420,640

450,663

48.7

Note: Population examined comprises persons aged 15 years and over, excluding children living with their parents (whether dependent or not).
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and 2010. The rate of growth in median wealth
between 2002 and 2010 was highest for people
under 25 years of age, at 90.6 per cent, although
this was from a very low base of $17,965 in 2002.
The largest growth in dollar terms was experienced by the 55 to 64 years age group, for which
median net wealth grew by $297,362, a 54.1 per
cent increase. Wealth growth was also high for
those aged 65 and over, the median rising by
$206,688, or 57.2 per cent.

Apart from New South Wales, growth in median
wealth was also relatively low in the Northern
Territory, the Australian Capital Territory and
Victoria; while, apart from Tasmania, growth was
relatively high in Western Australia, South Australia
and Queensland. As with differences across jurisdictions in median net wealth at a point in time,
differences in changes over the 2002 to 2010 period
will largely reflect differences in house price movements over the period.

Large differences in median wealth are also evident
across family types. Non-elderly single people,
inclusive of lone parents, have the lowest average
wealth levels, at approximately $70,000 (at
December 2010 prices) in 2002 and approximately
$100,000 in 2010. Elderly couples have the highest
median net wealth, followed by non-elderly couples without dependent children and then nonelderly couples with dependent children. Growth
in median wealth between 2002 and 2010 was
around 50 per cent for the majority of family
types, the exceptions being non-elderly couples
and non-elderly single females, for which growth
was around 30 per cent.

Dynamics of household wealth

Median wealth by region of residence and by state
and territory of residence is examined in the
bottom two panels of Table 13.3. Average wealth
levels are higher in major urban areas than other
areas, which is likely to at least in part reflect differences in house prices, but growth in median
wealth between 2002 and 2010 was very similar
for both region types. Differences in median net
wealth across states and territories is similarly
likely to, at least in part, reflect differences in
house prices. In 2010, median net wealth varied
across the states from $277,115 in Tasmania to
$531,815 in Western Australia, and was highest in
the Australian Capital Territory, at $668,126.
Substantial differences in rates of growth between
2002 and 2010 are evident across the states and
territories, ranging from a low of 20.2 per cent in
New South Wales to 112.7 per cent in Tasmania.

Tables 13.1 to 13.3 present cross-sectional information on the distribution of household wealth
in 2002, 2006 and 2010, but the unique contribution of the HILDA Survey data on household
wealth in Australia is the ability to examine
changes over time—or dynamics—of individuals’
household wealth. For example, we can examine
who experienced the largest increases in wealth,
who experienced declines in wealth, and how the
composition of individuals’ wealth changed. In
Table 13.4, we examine the distribution of changes
in individuals’ household wealth between 2002
and 2006, and between 2006 and 2010. Note that,
for this analysis (as with all longitudinal analysis in
this report), the individual is the ‘unit of analysis’,
meaning that, while we are examining household
wealth, we ‘follow’ individuals. This is more natural than attempting to follow households. If we
take, for example, the case of a married couple
who separate: a household-based analysis would
either have to follow only one member of the
couple, or treat the household as having ‘died’; an
individual-based analysis allows us to follow both
members of the couple—although household
wealth of each member would, naturally, change
as a result of the separation.
The top panel of Table 13.4 examines changes for
all persons collectively (excluding children living
with their parents). Consistent with the evidence
presented in Tables 13.1 to 13.3, mean growth in

Table 13.4: Distribution of changes in individuals’ household net wealth (December 2010 prices)
Mean ($)

Median ($)

10th percentile ($)

90th percentile ($)

Net wealth
increased (%)

All persons
2002 to 2006

232,456

91,243

–162,110

623,965

73.0

2006 to 2010

55,394

36,819

–374,621

547,370

61.4

Changes by partner status
2002 to 2006
92,827

28,286

–81,969

307,736

69.8

Partnered in both years

Single in both years

296,101

127,673

–149,362

737,045

76.5

Single in 2002, partnered in 2006

271,372

152,706

–31,418

874,115

84.1

Partnered in 2002, single in 2006

–13,801

–3,122

–392,881

267,783

47.5

2006 to 2010
Single in both years

12,411

8,024

–185,042

264,833

59.7

Partnered in both years

92,666

62,267

–390,598

632,037

63.4

Single in 2006, partnered in 2010

258,895

134,524

–43,403

666,231

84.6

Partnered in 2006, single in 2010

–269,303

–30,524

–544,950

223,974

38.4

Note: Population examined comprises persons aged 15 years and over, excluding children living with their parents (whether dependent or not).
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household wealth was much higher between 2002
and 2006 than between 2006 and 2010. The mean
change was $232,456 between 2002 and 2006 and
$55,394 between 2006 and 2010. However, there
is considerable variation across individuals in the
changes in household wealth. The 10th percentile
of changes was –$162,110 between 2002 and
2006, and –$374,621 between 2006 and 2010,
while the 90th percentile of changes was $623,965
between 2002 and 2006 and $547,370 between
2006 and 2010. The table furthermore shows that
real net wealth increased for 73.0 per cent of
people between 2002 and 2006, and for 61.4 per
cent of people between 2006 and 2010—implying
household wealth decreased or remained the
same for 27.0 per cent between 2002 and 2006,
and for 38.6 per cent between 2006 and 2010.
The bottom panels of Table 13.4 examine changes
in household wealth in groups defined by partner
status at the start and end of the period being
examined. Changes to partner status are potentially
important sources of changes in individuals’ wealth,
with partnering leading to pooling of the personal
wealth of the couple, and separating leading to
splitting up of household wealth between the two
members of the couple. The statistics presented in
Table 13.4 indeed show substantial differences in
the distribution of changes in household wealth
across the four possible categories of partner status:
single in both waves, partnered in both waves,
partnered in the second wave only, and partnered
in the first wave only. For those who were partnered in the first year only, mean and median
changes in household wealth were negative in both
the 2002 to 2006 and 2006 to 2010 periods. Those
who were initially single, but were partnered in the
second year, had much higher mean and median
growth in wealth than those who remained
single—in fact, they had the highest mean and
median growth of all of the partner-status groups
between 2006 and 2010, and the highest median
growth of all groups between 2002 and 2010.
Those who were partnered in both years also
tended to have relatively high growth in household
wealth, and actually had the highest mean growth
in wealth of the four partner-status groups between
2002 and 2006.
One perspective on Table 13.4 is that the changes
in household wealth for those who did not change
partner status come closer to capturing ‘true’
wealth changes deriving from consumption, savings and investment behaviour, in conjunction
with movements in prices of assets such as housing and shares. That is, changes in wealth are less
affected by changes to household composition,
since the most important changes in terms of
effects on household wealth are partnering and
separation from partner. Comparing people who
remained partnered with people who remained
single, on average partnered people had greater
increases in wealth, which is likely to reflect not

only the greater resources available to partnered
people, but also the fact that partnered people are
more likely to be in the ‘wealth accumulation’
phase of life than are single people, many of
whom will be relatively young (and will indeed go
on to partner). Also notable is that the variation in
wealth changes is greater for partnered people
than single people. The difference between the
90th and 10th percentiles of changes in household wealth between 2002 and 2006 is $886,407
for partnered people, compared with $389,705 for
single people. Likewise, the corresponding figures
for changes between 2006 and 2010 are
$1,022,635 and $449,875.
Persistence of high wealth
There is perhaps a public perception that wealth
is highly persistent over time, particularly in the
sense that wealthy people tend to stay wealthy.
But how accurate is this perception? In Table 13.5,
we examine the question of the persistence of
high wealth, as well as more generally considering
the destinations and origins in the wealth distribution of ‘the wealthy’ over four-year and eight-year
periods. For the purposes of this exercise, we
define ‘the wealthy’ as people in the top decile of
the wealth distribution—that is, the wealthiest 10
per cent of the population. Note that, as in preceding analyses, we restrict attention to people
aged 15 years and over who are not living with
their parents.
Table 13.5 contains three panels. The first examines the ‘destinations’ in the wealth distribution
in 2006 and 2010 of those who were wealthy in
2002; the second panel examines the ‘origins’ in
2002 and ‘destinations’ in 2010 of those who were
wealthy in 2006; while the third panel examines
the ‘origins’ in the wealth distribution of those
who were wealthy in 2010. The table shows a
reasonably high degree of persistence in high
wealth. Approximately 65 per cent of those in
the top decile were also in the top decile four
years later, and approximately 65 per cent were
in the top decile four years earlier. Over eight
years, the proportion remaining in the top decile
is still quite high, at approximately 59 per cent.
Moreover, most of those who leave the top decile
over a four-year period only fall one decile to
the ninth decile, and most of those who enter
the top decile do so from the ninth decile. Indeed,
even over an eight-year period, over half of
those in the top decile in 2002, who subsequently
left it, fell only to the ninth decile (21.5 of 40.9),
and 43 per cent of those in the top decile in 2010
who entered it were in the ninth decile in 2002
(17.6 of 40.9).
The overwhelming impression from Table 13.5 is
that a considerable degree of persistence of high
wealth exists. Nonetheless, the table also shows
that those who enter the top decile are slightly
more likely to come from lower down the wealth
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Table 13.5: Destinations and origins in the wealth distribution of the wealthy (persons in the top wealth decile) (%)
Decile of the
distribution
of net wealth

Persons in top decile in 2002
Location four
years later

Location eight
years later

Persons in top decile in 2006
Location four
years ago

Location four
years later

Persons in top decile in 2010
Location four
years ago

Location eight
years ago

Bottom 5 deciles

4.4

4.7

5.6

5.0

3.9

9.1

6th or 7th deciles

3.4

6.5

4.1

4.1

5.0

6.1

8th decile

5.2

8.3

7.7

7.2

7.2

8.1

9th decile

21.8

21.5

17.2

18.2

18.2

17.6

Top decile
Total

65.1

59.1

65.4

65.4

65.6

59.1

100.0

100.0

100.0

100.0

100.0

100.0

Notes: Population examined comprises persons aged 15 years and over, excluding children living with their parents. Sample is restricted to persons enumerated
in both waves examined. Percentages may not add up to 100 due to rounding.

distribution than where those who exit the top
decile fall to—that is, people tend to rise further to
get into the top decile than they fall when they
leave the top decile. For example, of those in the
top decile in 2010, 9.1 per cent were in the bottom
five deciles in 2002, whereas only 4.7 per cent of
those in the top decile in 2002 were in the bottom
five deciles in 2010.
Characteristics and events associated with
high wealth
Who is wealthy? And what determines movements
into and out of the high-wealth group? Tables 13.6
and 13.7 attempt to provide some answers to this
question. First, in Table 13.6, we examine characteristics associated with high wealth, which we
define as the top decile of the wealth distribution.
Table 13.7 then examines characteristics and life
events associated with moving into and out of the
top wealth decile.
Turning first to the characteristics associated with
high wealth, Table 13.6 presents probit model ‘mean
marginal effects’ estimates of the effects of characteristics on the probability of being in the top wealth
decile. To interpret the table, consider the top estimate. It indicates that being a member of a couple
without dependent children on average increases
the probability of being in the top wealth decile by
2.5 percentage points compared with being in the
‘other’ household type (which primarily consists of
single-person households). Thus, we conclude that
couples without dependent children are, holding
other characteristics constant, more likely to be
wealthy than people in the ‘other’ household type.
Examining all of the estimates for the household
type variables reveals that couples with dependent
children are the most likely to be wealthy, followed by couples without dependent children,
while lone-parent households are the least likely
to be in the top decile. Specifically, the probability of being in the top decile is 5.8 percentage
points lower for people in lone-parent households
than for people in ‘other’ household types, and
10.9 percentage points lower than for couples
with dependent children.
The remaining estimates in Table 13.6 show not
unexpected associations between high wealth and
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characteristics. The probability of being in the top
wealth decile: increases with age; is lower for
immigrants, and particularly immigrants from nonEnglish-speaking countries; is lower for households containing a person with a disability;
increases with the mean level of general health in
the household; is higher for people with university
qualifications; and also increases with household
equivalised income. However, somewhat surprisingly, there is no significant association between
region of residence and high wealth, with people
living in major urban areas no more likely to be in
Table 13.6: Characteristics associated with high wealth
(top decile of the distribution of net wealth)
Estimate
Household type (Reference category: Other)
Couple
Couple with dependent children
Lone parent

0.025
0.051
–0.058

Age group (Reference category: 15–24)
25–34

–0.044

35–44

0.045

45–54

0.096

55–64

0.166

65 and over

0.176

Place of birth and ethnicity
(Reference category: Non-Indigenous Australian-born)
Immigrant from main English-speaking countries

–0.027

Other immigrant or Indigenous

–0.018

Household member with disability
Household mean general health

–0.011
1.87E–4a

Educational attainment
(Reference category: No post-school qualifications)
Bachelor’s degree or higher

0.056

Other post-school qualification

0.011

Major urban area

0.003+

Quintile of equivalised income
(Reference category: Bottom quintile)
2nd quintile

0.011+

3rd quintile

0.042

4th quintile

0.084

Top quintile
Number of observations

0.154
34,065

Notes: a Scientific notation: 1.87E–4 = 0.000187. Estimates are mean
marginal effects from a probit model of the probability an individual’s
household net wealth is in the top decile of the distribution of net wealth.
The sample comprises all persons aged 15 years and over who are not living
with their parents, and uses data from Waves 2, 6 and 10. + indicates
estimate is not significantly different from zero at the 10 per cent level.
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the top wealth decile than people living in other
regions, holding other characteristics constant.

the probability of exiting the top decile compared
with not owning a business in either year.

Table 13.7 examines factors associated with exit
from and entry to the top wealth decile. The first
column presents results from a probit model of the
probability of exiting the top wealth decile
between 2002 and 2010, estimated on people who
were in the top decile in 2002. The second column
presents results from a probit model of the probability of entering the top wealth decile between
2002 and 2010, estimated on people who were not
in the top decile in 2002. A range of characteristics
and life events are considered in Table 13.7,
including the characteristics examined in Table
13.6—although some variables had to be excluded
from the model of exit because of the select nature
of the sample—people in the top decile in 2002.2
Both models additionally include variables for total
household equivalised income between 2002 and
2010, changes in partner status, household general
health and household employment status, and
changes in home ownership, other property ownership and business ownership. The models also
contain variables for major life events experienced
by household members between 2002 and 2010:
birth of a child; serious illness or injury; death of
a spouse or child; victim of violent crime; victim
of a property crime; retirement; job dismissal; job
promotion; improvement in finances; worsening of
finances; and moving house.

Total equivalised household income between 2002
and 2010 is also a significant determinant of the
probability of falling out of the top wealth decile:
each $100,000 decreases the probability of exit by
4.7 percentage points. No significant effects are
evident for the household type, age group and
household general health variables included in the
model of exit from the top wealth decile, but the
presence of a household member with a disability
does significantly increase the probability of exiting the top decile by 2010. Significant effects are
evident for only three of the eleven life events
examined, and none of these effects is readily
explained: the birth of a child and experience of a
major worsening of finances are both associated
with a reduced likelihood of exit, and moving
house is associated with an increased likelihood of
exit. The finding for a major worsening of finances
is, in particular, contrary to expectations.

The estimates in the first column of Table 13.7
show that the most important predictors of exit
from the top wealth decile are the variables capturing different asset ownership patterns. Most
notably, those owning a home in 2002 and/or
2010 are much less likely to exit the top decile
than those who did not own their home in 2002
or 2010: not owning one’s home in either year
increases the probability of exiting the top decile
by 42.2 percentage points compared with owning
one’s home in both years, by 34.0 percentage
points compared with owning one’s home in 2010
only, and by 47.0 per cent compared with owning
one’s home in 2002 only.
Large effects are also present with respect to ownership of other property, although here we see
that owning property in 2010 decreases the probability of exiting the top decile by approximately
20 percentage points, irrespective of whether
other property was held in 2002—that is, not
owning other property in 2002 or 2010 or ceasing
to own other property between 2002 and 2010 are
both associated with a 20 percentage point
increase in the probability of exiting the top decile
compared with continuing to own other property
or commencing ownership of other property
between 2002 and 2010. Business ownership also
tends to decrease the probability of exiting the top
decile between 2002 and 2010. In particular,
owning a business in both 2002 and 2010 is associated with a 17.9 percentage point decrease in

The second column of Table 13.7 shows that, in
common with exit from the top wealth decile, the
most important predictors of entry to the top
decile are the variables capturing different asset
ownership patterns. Effects on entry do not, however, entirely mirror the effects on exit. Remaining
a home owner, or becoming a home owner
between 2002 and 2010, increases the probability
of moving into the top decile, but people who
cease being home owners between 2002 and 2010
are not significantly more likely to move into the
top decile than people who did not own their
home in either year. Ownership of other property
increases the probability of moving into the top
decile and, in contrast to the findings for exit from
the top decile, owning other property in 2002 but
not 2010 still increases the probability of entering
the top wealth decile, by 2.2 percentage points,
compared with someone who did not own other
property in 2002 or 2010. Also diverging somewhat from the mirror image of effects of exit are
effects of business ownership, which significantly
increases the probability of moving into the top
wealth decile, even if the individual was a business owner in only one of the two years (2002 or
2010). Nonetheless, the largest increase in the
probability of entering the top decile associated
with business ownership comes from owning a
business in both 2002 and 2010, which increases
the probability of entering the top decile in 2010
by 6.1 percentage points relative to someone who
did not own a business in 2002 or 2010.
As with exit from the top wealth decile, total equivalised household income received between 2002
and 2010 is a significant determinant of entry to the
top wealth decile: each $100,000 increases the probability of entry by 1.3 percentage points. Significant
effects on entry to the top wealth decile are also evident for several demographic characteristics. Other
factors held constant, couple households, persons
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Table 13.7: Characteristics and life events associated with exit from and entry to the top wealth decile, 2002 to 2010
Exit of persons in
the top decile in 2002
(probability not in the
top decile in 2010)

Entry of persons not in
the top decile in 2002
(probability in the
top decile in 2010)

Household type in 2002 (Reference category: Other)
Couple

–0.057+

Couple with dependent children

–0.042+

0.036

–

0.005+

Single 2002, partnered 2010

0.008+

0.020+

Partnered 2002, single 2010

0.174+

0.003+

25–34

–

–0.016+

35–44

–

–0.005+

45–54

–

0.005+

55–64

0.050+

0.024+

65 and over

0.044+

0.052

Immigrant from main English-speaking countries

–

–0.007+

Other immigrant or Indigenous

–

–0.005+

Household member with disability

0.095

0.001+

Household mean general health

0.001+

3.85E–4a

Change in mean general health 2002 to 2010

0.001+

0.000+

Lone parent

0.023

Age group in 2002 (Reference category: 15–24)

Place of birth and ethnicity (Reference category: Non-Indigenous Australian-born)

Educational attainment in 2002 (Reference category: No post-school qualifications)
Bachelor’s degree or higher

–

0.013

Other post-school qualification

–

–0.009+

Major urban area in 2002

–

–0.003+

Equivalised income 2001–02 ($, December 2010 prices)

–

0.000+

–0.047

0.013

Employed 2002, not employed 2010

–

0.009+

Not employed 2002, employed 2010

–

–0.002+

Employed 2002 and 2010

–

0.017+

Equivalised income 2002–03 to 2009–10 ($’000,000, December 2010 prices)
Household employment status (Reference category: Not employed 2002 and 2010)

Home-ownership status (Reference category: Not a home owner 2002 and 2010)
Not home owner 2002, home owner 2010

–0.340

0.068

Home owner 2002, not home owner 2010

–0.470

0.029+

Home owner 2002 and 2010

–0.422

0.067
0.048

Other-property ownership status (Reference category: No other property 2002 and 2010)
No other property 2002, other property 2010

–0.224

Other property 2002, no other property 2010

–0.041+

0.022

Other property 2002 and 2010

–0.200

0.043

No business 2002, business 2010

–0.082+

0.033

Business 2002, no business 2010

–0.026+

0.022

Business 2002 and 2010

–0.179

0.061

Business-ownership status (Reference category: No business 2002 and 2010)

Major life events in household between 2002 and 2010
Birth of a child

–0.166

0.023

Serious injury or illness

–0.035+

–0.006+

Death of spouse or child

–0.038+

–0.032

Victim of a violent crime

–0.032+

–0.031

Victim of a property crime

0.077+

0.005+

Retirement

0.017+

0.009+

Dismissed from job

0.016+

0.012

Job promotion

0.062+

–0.020

Major improvement in finances

–0.021+

0.026

Major worsening of finances

–0.094

–0.010+

0.129

–0.006+

685

4,889

Changed residence
Number of observations

Notes: a Scientific notation: 3.85E–4 = 0.000385. Estimates are mean marginal effects from probit models of the probability of exit from and entry to the top
wealth decile. The model of exit from the top decile is estimated on persons in the top decile in 2002. The model of entry is estimated on persons not in the top
decile in 2002. The population examined comprises persons aged 15 years and over who are not living with their parents. + indicates estimate is not significantly
different from zero at the 10 per cent level.
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aged 65 years and over in 2002, persons holding a
bachelor’s degree, and households with better average levels of general health, all have significantly
increased probabilities of entering the top decile.
Mirroring the finding with respect to exit from the
top decile, the birth of a child is associated with an
increased probability of entering the top decile. No
significant effects are found for a major worsening
of finances, but experience of a major improvement
in finances does increase the probability of moving
into the top decile, as we might expect. Perhaps
also consistent with expectations, the death of a
spouse or child, and being the victim of a violent
crime, decrease the probability of moving into the
top decile. However, somewhat counterintuitive are
the findings of a significant positive association with
job dismissal, and a significant negative effect of job
promotion. The job dismissal effect might be
attributable to large redundancy payouts received
by some people, but the negative effect of promotion is hard to explain.

wealth is relatively persistent over time, at least over
an eight-year window. While approximately 40 per
cent of those in the top decile in 2002 were no
longer in the top decile in 2010, more than half had
fallen only to the eighth decile—indicating that
downward mobility is quite low. Significantly, however, there is evidence of a reasonable degree of
upward mobility in the wealth distribution, since
nearly one in ten of those in the top decile in 2010
were in the bottom half of the wealth distribution in
2002. Examination of movements into and out of
the top wealth decile between 2002 and 2010 shows
that it is not only individuals’ income over the
period that is an important determinant of highwealth status. In particular, patterns of home ownership, other property ownership and business
ownership over the period are also key determinants of exit from and entry to the top wealth decile.
Endnotes
1

The income equivalence scale is unlikely to be appropriate for household wealth. For example, a major function of wealth accumulation is to fund retirement, and
retirement needs will in general not depend on the
number of children in the household.

2

The model of exit from the top decile could not be estimated with certain variables for household type, age
group, immigrant status, educational attainment, income
in 2001–02 and region of residence, essentially because
there is relatively little variation in these characteristics
among people in the top decile in 2002 (and indeed no
variation by whether they exited the top decile or not).

Concluding comments
Net wealth of Australian households continued to
grow between 2006 and 2010, but the pace of
growth was considerably lower than between 2002
and 2006, reflecting weaker share and house prices
than prevailed over the 2002 to 2006 period.
Expressed at December 2010 prices, the mean
change in individuals’ household wealth between
2002 and 2006 was $232,456, whereas it was
$55,394 between 2006 and 2010. Correspondingly,
while 27.0 per cent of people experienced a
decline in real net wealth between 2002 and 2006,
this rose to 38.6 per cent between 2006 and 2010.
The analysis of the top 10 per cent of the wealth distribution presented in this article suggests that high

Reference
Australian Bureau of Statistics (2011) Household
Wealth and Wealth Distribution, Australia,
2009–10, Catalogue No. 6554.0, ABS, Canberra.
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14. The composition of household wealth
Milica Kecmanovic and Roger Wilkins
The measure of household wealth produced by the
HILDA Survey is derived by aggregating a number
of distinct asset and debt components that are individually collected from respondents. While the primary purpose of collecting the data is to measure
the net wealth of the household, the components
themselves also provide important information. The
composition of wealth, how it depends on the level
of wealth and other characteristics of the household, and how it changes over time are important
to understanding household circumstances and
decision-making. In this article, we briefly examine
the composition of household wealth and how
it has changed over the 2002 to 2010 period. A
particular focus is on how the household asset
‘portfolios’ of individuals change, including the
prevalence and determinants of switching into and
out of specific asset components (or classes).
Cross-sectional analysis
Table 14.1 examines eight asset components and
six debt components in each of the three years in
which wealth data have been collected. It presents
the percentage of households with a positive value
for each component and the mean value of each
component across all households. The family home
is clearly the most important asset component, and
debt on the family home is clearly the most important debt component. In all three ‘wealth years’,
approximately two-thirds of households are homeowner households. The mean value of owneroccupied housing, evaluated over all households,
was $252,951 in 2002, $343,693 in 2006 and
$376,439 in 2010. The proportion of households
with home debt has increased between 2002 and
2010, rising from 32.8 per cent in 2002 to 34.7 per
cent in 2006 and 36.4 per cent in 2010. Mean home
debt across all households was $47,477 in 2002,
$69,157 in 2006 and $86,092 in 2010.
We also see in Table 14.1 that the second-most
important asset component is ‘other property’
(including investment properties and holiday
homes) which further reinforces the importance of
housing to the wealth of Australian households.
The proportion of households holding other property grew significantly between 2002 and 2006,
rising from 16.1 per cent to 20.1 per cent. Even
more dramatic was the rise in the mean value of
other property across all households, which rose
from $60,591 in 2002 to $143,611 in 2006. Between
2006 and 2010, the proportion of households with
other property remained essentially unchanged, at
20.4 per cent, but the mean value of other property declined markedly to $126,034. Moreover,
despite the decrease in the value of other property
holdings, debt on other property continued to rise
between 2006 and 2010, from $28,078 to $34,954.

82

Families, Incomes and Jobs, Volume 8

Superannuation is the most important financial
asset component, with a mean value across all
households of $142,429 in 2010. It is also the most
widely-held asset after bank accounts and motor
vehicles, with 82.1 per cent of all households holding at least some superannuation in 2010, up from
75.9 per cent in 2002. Equity investments are also
a sizeable component of assets, but the proportion
of households directly holding equities has steadily
declined between 2002 and 2010, and indeed the
mean value of equity holdings declined dramatically in real terms between 2006 and 2010 from
$51,919 to $37,505—a 38.4 per cent decline.
Significantly, the total value of household debt has
risen at a faster rate than the value of household
assets. Mean total assets increased by 40.4 per cent
in real terms between 2002 and 2006, and by only
2.9 per cent between 2006 and 2010. Real mean
total debts increased by 50.9 per cent between
2002 and 2006, and by 21.4 per cent between 2006
and 2010. As a consequence, mean household
debt rose from 16.7 per cent of mean household
net wealth in 2002 to 18.2 per cent in 2006, and
22.1 per cent in 2010. Thus, even in the 2002
to 2006 period, when house and share prices
grew strongly, debt grew at a greater rate than
assets—although mean net wealth nonetheless
still grew very strongly between 2002 and 2006.
Between 2006 and 2010, by contrast, mean net
wealth actually declined slightly.
It is clear from Table 14.1 that there have been
changes in the composition of household assets
between 2002 and 2010. In Table 14.2 these changes
in the composition of households’ asset ‘portfolios’
are more precisely described by presenting each
asset component’s mean share of total household
assets. There is clear evidence of sustained rises in
the portfolio shares of the family home and superannuation, and sustained declines in the portfolio
shares of equity investments and ‘other’ assets
(which comprise cash investments, trust funds, cashin value of life insurance, and collectables). The
mean share of the family home was 41.9 per cent in
2002, 42.8 per cent in 2006 and 43.5 per cent in 2010,
and the mean share of superannuation was 20.1 per
cent in 2002, 21.4 per cent in 2006 and 22.2 per cent
in 2010. By contrast, the mean share of equity investments was 4.1 per cent in 2002, 3.6 per cent in 2006
and only 2.7 per cent in 2010, and the mean share
of ‘other’ assets was 14.4 per cent in 2002, 12.3 per
cent in 2006 and 11.7 per cent in 2010.
For the other asset components, the direction of
changes in portfolio shares differs by sub-period.
Other property increased its mean portfolio share
substantially between 2002 and 2006, from 5.7 per
cent to 8.5 per cent, but then decreased slightly to
8.4 per cent in 2010. The mean portfolio share of
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Table 14.1: The composition of household net wealth
Percentage of households with
value greater than zero
2002

2006

Mean value across all households
($, December 2010 prices)
2010

2002

2006

2010

Assets
Home

66.8

66.7

66.9

252,951

343,693

376,439

Other property

16.1

20.1

20.4

60,591

143,611

126,034
142,429

Superannuation

75.9

79.1

82.1

100,067

129,778

Equity investments

39.3

36.3

34.3

38,566

51,919

37,505

Bank accounts

97.5

97.5

97.8

30,165

33,150

38,739

Own business

12.0

11.9

12.1

51,845

58,809

54,680

Vehicles

87.4

89.4

90.1

23,648

25,520

25,892

Other assets

25.0

22.0

21.7

20,287

24,937

33,463

Total assets

99.7

99.8

99.7

578,120

811,417

835,182

32.8

34.7

36.4

47,477

69,157

86,092

7.3

9.3

10.0

14,816

28,078

34,954

Debts
Home
Other property
Business
Credit cards

4.9

4.3

4.1

8,122

9,505

9,995

30.1

28.1

27.9

1,303

1,621

1,832

HECS

13.3

13.5

15.9

1,720

2,053

2,739

Other

31.1

34.8

33.8

9,185

14,285

15,765

Total debts

65.0

68.7

69.1

82,624

124,699

151,376

Net wealth

95.3

95.6

95.7

495,496

686,718

683,805

Table 14.2: Households’ wealth ‘portfolios’—Mean share of assets in each category (%)
2002

2006

2010

41.9

42.8

43.5

Other property

5.7

8.5

8.4

Superannuation

20.1

21.4

22.2

Equity investments

4.1

3.6

2.7

Own business

3.5

2.8

2.8

Bank accounts

10.2

8.6

8.7

Other assets

14.4

12.3

11.7

100.0

100.0

100.0

Home

Total

Note: Percentages may not add up to 100 due to rounding.

businesses owned by household members
decreased from 3.5 per cent in 2002 to 2.8 per cent
in 2006, where it remained in 2010. The mean
share of assets held in bank accounts decreased
from 10.2 per cent in 2002 to 8.6 per cent in 2006,
and then rose slightly to 8.7 per cent in 2010.
Individual-level changes in asset portfolios
The changes in portfolio composition presented in
Table 14.2 are the product of both ‘active’ and ‘passive’ factors—namely, changes in savings and
investment behaviour of households (‘active’ factors), and changes in asset prices, particularly property and share prices (‘passive’ factors). In Table
14.3, we shed some light on the extent to which
changes derive from active decisions of the household, by examining shifts into and out of asset
classes. This only partially identifies active decisions, since it does not capture decisions to simply
reduce or ‘scale back’ holdings of some assets and
increase or ‘ramp up’ holdings of other assets (i.e.
where positive values of the asset are held before
and after the change in holdings). These decisions
cannot be identified with the data available because

changes in prices cannot be distinguished from
changes in real holdings. For example, a decline in
the value of equity holdings could be due to a
reduction in the quantity of shares held or a decline
in the price of those shares (or both).
Four asset components are considered in Table
14.3: home; other property; equity investments;
and own business. As was the case for the longitudinal analysis presented in Chapter 13, the individual is the unit of analysis. Focusing first on
changes in asset class holdings between 2002 and
2010, the most striking finding is that 15.0 per cent
of people ceased holding equity investments—that
is, 15 per cent of people owned shares in 2002 and
did not own them in 2010. The proportion of
people who became owners of equity investments
between 2002 and 2010, at 8.7 per cent, is significantly lower than the proportion who ceased holding equity investments, so there has been a marked
net shift out of equities over the 2002 to 2010
period. Interestingly, separate examination of the
2002 to 2006 and 2006 to 2010 sub-periods shows
that this net shift was slightly greater between 2002
and 2006, when share price growth was strong.
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Significant changes in ownership of non-home
(‘other’) property are also evident in Table 14.3,
but here the net movement is towards ownership
rather than away from it, with 12.4 per cent of
people becoming owners of other property
between 2002 and 2010, and 8.6 per cent ceasing
to be owners of other property. However, this is
entirely due to a large net shift into other property
between 2002 and 2006, when 11.2 per cent of
people became owners of other property and only
6.6 per cent of people ceased owning other property. Indeed, between 2006 and 2010 there was a
slight net shift out of other property, with 9.0 per
cent ceasing to own other property and only 8.4
per cent becoming owners of other property.

there was little net change in propensity to own
one’s home. Nonetheless, it is notable that,
between 2002 and 2010, approximately one-in-ten
people became home owners and approximately
one-in-ten people ceased being home owners, indicating a perhaps surprisingly-high degree of fluidity
in home-ownership status.
Tables 14.1 to 14.3 show a distinct and quite large
shift away from equity investments over the 2002 to
2010 period. Asset prices are likely to be an important contributor to this shift, but as Table 14.3 shows,
people did actively exit equity-holding at a greater
rate than people became equity holders. Table 14.4
considers the question of ‘where did people shift
their wealth to?’ Specifically, it contrasts mean asset
portfolio changes between 2002 and 2006, and
between 2006 and 2010, of three groups: those for
whom the equity share of assets decreased; those for
whom the equity share increased; and those who
did not hold equities at the start or end of the
period. (No person who held equities had a zero
change in their equity share.) For each group, it presents the mean percentage-point change in the proportion of assets held in each of six asset classes:
equities; home; other property; superannuation;
bank accounts; and other assets.

Movements into and out of business ownership are
less frequently observed than movements into and
out of other asset classes, but there is a pattern,
evident across both sub-periods as well as the
2002 to 2010 period as a whole, of a net shift out
of business ownership. Over each of the fouryear periods, approximately 6 per cent of people
became business owners and approximately 7 per
cent ceased being business owners, while over
the full eight-year period, 6.8 per cent became business owners and 8.6 per cent ceased being business owners. Numbers of people moving into and
out of home ownership were fairly similar in each
sub-period and over the period as a whole so that

For those who decreased the equity share of assets
between 2002 and 2006, most of the reallocation of

Table 14.3: Prevalence of moving into and out of asset classes (%)
2002 to 2006

2006 to 2010

2002 to 2010

Became home owner

7.3

7.6

9.9

Ceased owning home

7.9

7.7

9.8

Became other property owner

11.2

8.4

12.4

Ceased owning other property

6.6

9.0

8.6

Became owner of equity investments

7.5

8.9

8.7

11.8

11.3

15.0

Became owner of business

6.3

5.9

6.8

Ceased owning business

7.3

6.6

8.6

Ceased owning equity investments

Note: Population comprises persons aged 15 years and over who are not living with their parents.

Table 14.4: Changes in individuals’ household asset portfolios, by whether equity investments as a share of assets
increased or decreased
2002 to 2006

Percentage

Equity
investments’
share
decreased

Equity
investments’
share
increased

28.6

22.0

2006 to 2010
No equity
investments
in either wave

Equity
investments’
share
decreased

Equity
investments’
share
increased

No equity
investments
in either wave

49.4

27.6

20.7

51.7

Portfolio change (mean percentagepoint change in share of assets held
in each asset class)
Equity investments
Home

–7.7

8.6

0.0

–7.7

6.7

0.0

4.8

–1.3

3.0

5.0

0.9

1.8
–0.5

Other property

4.5

1.7

2.3

0.6

–0.3

Superannuation

1.5

–2.7

0.8

0.6

–3.0

0.0

Bank accounts

–0.3

–1.3

–1.8

0.8

–1.0

1.0

Other assets

–2.7

–5.0

–4.4

0.7

–3.3

–2.3

0.0

0.0

0.0

0.0

0.0

0.0

Total

Notes: Population comprises persons aged 15 years and over who are not living with their parents. Percentage-point changes may not add up to zero due to rounding.
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wealth was to the family home and other property—indeed, the mean increase in the asset share
of property was 9.3 percentage points (4.8 for the
family home and 4.5 for other property), which is
greater than the 7.7 percentage point mean
decrease in the equity share of assets. The mean
share of assets held in superannuation also
increased, by 1.5 percentage points, while the
share of other assets (which include businesses,
cash investments and vehicles) decreased by 2.7
percentage points.
Between 2006 and 2010, a somewhat different
picture is evident, with most of the reallocation of
wealth going to the family home, and small
amounts going to each other asset class. Notable,
however, is that the largest increase among other
asset components was for bank accounts, for
which the mean increase in asset share was 0.8
percentage points. This is quite large in the context of the relatively small share of household
wealth that is held in bank accounts. There is thus
a clear move towards bank accounts between
2006 and 2010 among those who switched out of
equity investments. No doubt some of the ‘shift’ in
wealth to property, and particularly the family
home, is simply a function of house price growth,
but it also reflects people ‘trading up’ to more
expensive homes, as well as renovations and additions to existing homes.
For those who increased their equity holdings,
much of the increase came at the expense of
‘other’ assets (particularly businesses), but a significant component was from superannuation, which
is likely to be due to investment of lump sum
superannuation payments received by retirees. For
people who did not hold equity investments in
2002 or 2006, the mean percentage-point changes
in asset shares were: 3.0 for the family home; 2.3
for other property; 0.8 for superannuation; –1.8 for
bank accounts; and –4.4 for other assets. Between
2006 and 2010, the changes were: 1.8 for the family
home; –0.5 for other property; 0.0 for superannuation; 1.0 for bank accounts; and –2.3 for other
assets. Thus, the shift to bank accounts between
2006 and 2010 is not only evident for those shifting out of equities, but also for those who did not
hold equities in 2006 or 2010.
Determinants of changes in asset holdings
The relatively high prevalence of movements into
and out of asset classes between 2002 and 2010
that is evident in Table 14.3 naturally raises the
question of whether there are particular characteristics and life events that precipitate these movements. For example, are there particular groups in
the community we can identify as more likely to
have shifted out of equity investments, and are
there particular life events we can identify as helping to precipitate such a shift?
In Table 14.5 we consider these questions for
movements into and out of each of four asset

classes: the family home; other property; equity
investments; and businesses. For each asset class,
the table presents mean marginal effects estimates
from probit models of both the probability of
ceasing ownership and the probability of commencing ownership. The estimates presented in
the table can be interpreted as the mean effect of
a one-unit increase in the explanatory variable on
the probability of the outcome occurring, evaluated over all members of the sample. For example,
an estimate of 0.2 indicates that a one-unit
increase in the explanatory variable on average
increases the probability of the outcome by 0.2, or
by 20 percentage points. For a dummy variable,
the interpretation is the same, except that the estimate relates only to the effect of changing the
dummy variable from zero to one (its only two
possible values).
For the purposes of the analysis presented in Table
14.5, ceasing ownership occurs when an individual’s household has non-zero holdings of the asset
class in 2002 and zero holdings in 2010; conversely, commencing ownership occurs when an
individual’s household has zero holdings of the
asset class in 2002 and non-zero holdings in 2010.
To eliminate changes in asset ownership due
simply to children moving out of (or back into) the
parental home, children living with their parents in
2002 or 2010 are excluded from the analysis.
The estimation sample differs across each model,
since the models of the probability of ceasing ownership are estimated only on those who held the
asset in 2002, while the models of commencing
ownership are estimated only on those who did
not hold the asset in 2002. Note, however, that for
each asset class, all persons are included in either
the ‘ceased owning’ model or the ‘became owner’
model. Thus, the total sample size for each asset
class is 6,055, which comprises all persons who
responded in all nine waves from Wave 2 to Wave
10, completed the self-completion question in all
eight waves from Wave 3 to Wave 10, and were not
children living with their parents in 2002 or 2010.
A range of demographic and socio-economic characteristics, and changes in these characteristics, are
examined in Table 14.5: household type in 2002;
changes in partner status between 2002 and 2010;
age group in 2002; place of birth and ethnicity;
household health and disability in 2002 and
change in health between 2002 and 2010; educational attainment in 2002; region of residence in
2002; income in 2001–02, change in position in the
income distribution between 2001–02 and 2009–10
and total income between 2002–03 and 2009–10;
and labour force status in 2002 and 2010. The
impacts of ten major life events are also examined,
where the event is defined to occur if any household member reports the event occurring at any
stage between 2002 and 2010. We consider each of
these characteristics, changes in characteristics and
major life events in turn.
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Household type and partner status
Significant effects of household type are evident
for five of the eight models in Table 14.5. Among
people who owned their home in 2002, couples
without dependent children were, all else equal,
the least likely to cease owning their home, and
lone parents were the most likely to cease owning

their home. Couples, with or without dependent
children, were much more likely to commence
ownership of the family home than people in
other household types. For the other three asset
classes, the only statistically significant differences
by household type are that couples with dependent children were less likely to cease owning

Table 14.5: Characteristics and life events associated with changes in asset classes held between 2002 and 2010
Home
Ceased
owning

Other property

Became
owner

Ceased
owning

Became
owner

0.141

0.068+

0.008+
0.027+

Equity investments
Ceased
owning

Business

Became
owner

Ceased
owning

Became
owner

–0.063

0.033+

–0.076+

0.009+

–0.035+

0.025+

–0.078+

0.022

–0.016+

0.056+

–0.025+

–0.031+

–0.017+

Household type in 2002 (Reference category: Other)
Couple

–0.037

Couple with dependent children

–0.022+

0.189

0.044

–0.053+

0.090+

Lone parent

–0.046

Single 2002, partnered 2010

0.041

0.182

–0.003+

0.037+

0.108

0.084

0.285

0.065

Partnered 2002, single 2010

0.132

–0.104

0.218

0.009+

0.061+

–0.066

0.066+

–0.037

Age group in 2002 (Reference category: 15–24)
25–34

–0.102

0.023+

–0.158

0.011+

–0.173

0.005+

–0.089+

0.034

35–44

–0.157

0.035+

–0.237

0.036+

–0.193

0.034+

–0.102+

0.016+

45–54

–0.179

–0.030+

–0.353

0.015+

–0.227

0.072

–0.118+

0.025

55–64

–0.200

–0.023+

–0.335

0.012+

–0.309

0.078

–0.211

0.000+

65 and over

–0.155

–0.146

–0.356

–0.294

0.054+

–0.183

0.005+

–0.019+

–0.023+

0.009+

–0.061

0.000+

0.004+

–0.061

Place of birth and ethnicity (Reference category: Non-Indigenous Australian-born)
Immigrant, English-speaking countries
Other immigrant or Indigenous

–0.008+
0.021+

–0.092
0.002+

0.002+

0.071

–0.020+

–0.023+

0.013+
0.088

0.038+

–0.018+

0.039

0.014+

0.063

–0.006+

Household member with disability in 2002

0.011+

Household mean general health in 2002

0.000+

0.001+

0.001+

0.001

–0.002

0.002

0.004

0.001

Change in mean general health 2002 to 2010

0.000+

–0.001+

0.000+

0.001

–0.001

0.001

0.003

0.001

0.016+

–0.029+

0.029+

0.058+

0.027

0.014+

–0.043

–0.001+

–0.016+

0.013+

0.009+

0.001+

0.046+

–0.008+

–0.062

Educational attainment in 2002 (Reference category: No post-school qualifications)
Bachelor’s degree or higher

–0.013+

0.093

Other post-school qualification

–0.005+

0.019+

0.016+

–0.037

–0.033+

0.015+

Major urban area

–0.122

–0.044

Equivalised household income 2001–02 (Reference category: Bottom quintile)
2nd quintile

0.008+

–0.006+

–0.139

0.030+

–0.031+

0.116

0.018+

–0.043

3rd quintile

–0.021+

0.033+

–0.050+

0.066

–0.093

0.185

0.046+

–0.077

4th quintile

–0.032+

0.140

–0.064+

0.081

–0.133

0.208

–0.098+

–0.091

Top quintile

–0.033+

0.244

–0.133+

0.142

–0.162

0.218

–0.074+

–0.093

–0.001

0.003

–0.001+

0.001

–0.001

0.002

–0.001

–0.001

0.010+

–0.029

0.027

–0.023

0.017

0.006+

0.012

0.031+

0.039+

–0.031+

0.032+

0.180+

0.168

0.084+

0.067

0.023+

–0.038+

–

0.224

0.030+

0.003+

–0.068

–0.453

0.243

0.001+

–0.045+

–0.014+

–0.109

0.004+

0.014+

–0.074

–0.014+

–0.078

–0.004+

Change in income percentile rank
2001–02 to 2009–10
Total equivalised income 2002–03 to
2009–10 ($’000,000, December 2010 prices)

0.000+

Household employment status (Reference category: Not employed 2002 and 2010)
Employed 2002, not employed 2010

–0.021+

Not employed 2002, employed 2010

0.017+

Employed 2002 and 2010

–0.019+

0.027+
–0.115
0.033+

–0.120

Major life events in household between 2002 and 2010
Birth of a child

–0.023+

0.085

Serious injury or illness

–0.001+

–0.008+

Death of spouse or child

–0.052

0.104

0.007+

–0.013+

0.046+

–0.004+

0.134+

0.019+

Victim of a violent crime

0.060

–0.056+

–0.023+

0.007+

0.095

–0.006+

0.125+

0.035

Victim of a property crime

0.003+

0.088

–0.016+

0.013+

–0.053

–0.027+

–0.021+

0.027

–0.013+

0.113

0.099

0.015+

0.065

–0.051

0.057+

0.010+

–0.076

0.013+

0.007+

0.051

0.060

–0.019+

–0.007+

0.019+

0.109

–0.009+

0.017+

–0.025+

0.077

–0.022

0.049+

0.016+

0.020+

–0.010+

0.029+

0.052+

0.015

Retirement
Dismissed from job

0.018+

Job promotion

0.016+

Major improvement in finances
Major worsening of finances
Number of observations

–0.033

0.035+
–0.083

0.057

–0.071

0.035+

–0.032

0.042+

0.038+

0.059+

0.010+

4,634

1,421

1,229

4,826

3,009

3,046

878

5,177

Notes: Estimates are mean marginal effects from probit models of the probability of the outcomes indicated by the column heading. Explanatory variables are
evaluated in 2002 unless otherwise indicated. Models of the probability ‘ceased owning’ are estimated on those who held the asset class in 2002. Models of the
probability ‘became owner’ are estimated on those who did not hold the asset class in 2002. The population examined is restricted to persons aged 15 years and
over who are not living with their parents. + indicates the estimate is not significantly different from zero at the 10 per cent level.
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other property than people in other household
types, couples without dependent children were
less likely to cease holding equities, and couples
with dependent children were more likely to
become business owners.
Changes in partner status are important predictors
of changes in the asset classes held by an individual’s household, which is unsurprising given that
changes in partner status involve changes to
household composition. Becoming partnered is
associated with an increased probability of one’s
household becoming a home owner, a holder of
equities and a business owner. It is, however, also
associated with an increased probability of exiting
ownership of each of these three asset classes.
Indeed, the effect on business ownership is very
large, with partnering on average increasing the
probability of ceasing business ownership by
28.5 percentage points. Becoming single is associated with significantly increased probabilities of
ceasing ownership of the home and other property, but not equity investments or businesses. It is
also associated with significantly lower probabilities of becoming a home owner, equities owner or
business owner.

to the 55 to 64 years age group, which on average
has a 30.9 percentage point lower probability of
exiting equities than the 15 to 24 years age group.
The probability of ceasing business ownership
does not significantly differ among people aged 15
to 54 years, but those aged 55 years and over
have, on average, an approximately 20 percentage
point lower probability of ceasing business ownership than those in the younger age groups.
Place of birth and Indigenous status
The estimates in Table 14.5 imply that, holding other
characteristics constant, immigrants from the main
English-speaking countries are, conditional on nonownership in 2002, less likely than non-Indigenous
Australian-born people to become home owners,
but more likely to become owners of other property. Otherwise, they do not significantly differ from
non-Indigenous Australian-born people. Indigenous
Australians and immigrants from countries other
than the main English-speaking countries are more
likely than non-Indigenous Australian-born people
to cease owning equities and less likely to become
owners of equities, but they do not significantly
differ in their propensity to cease or commence
ownership of the other three asset classes.

Age
Age is an important determinant of movements into
and out of asset classes, reflecting the importance
of lifecycle stage for household portfolio choices.
Despite excluding children living with their parents,
the probability of ceasing home ownership (conditional on being a home owner in 2002) is highest
for the 15 to 24 years age group, and is then
decreasing in age up to the 55 to 64 years age
group, which on average has a 20 percentage point
lower probability of ceasing home ownership than
the 15 to 24 years age group. A similar pattern is
evident for other property, although the probability
of ceasing ownership of other property is lowest for
the 65 years and over age group, and differences
across age groups are larger, with the 65 years and
over age group on average having a 35.6 percentage point lower probability than the 15 to 24 years
age group. For both home ownership and other
property ownership, the probability of becoming
an owner does not differ significantly across the
age groups, with the exception that those aged 65
years and over in 2002 were, all else equal, significantly less likely to become owners than those in
the younger age groups.
Non-holders of equities aged 45 to 64 years have
an average 7 to 8 percentage point higher probability of moving into equities than non-holders in
other age groups, holding other factors constant,
while people aged 25 to 34 years and people aged
45 to 54 years have slightly (but significantly)
higher probabilities of becoming business owners.
Similar to home ownership, the probability of
moving out of equities is highest for the 15 to 24
years age group, and is then decreasing in age up

Health and disability
The presence of a household member with a longterm health condition or disability has a significant
negative effect on the probability of becoming a
home owner, and also increases the probability of
ceasing ownership of equities and businesses. The
health of household members at the start of the
period, as measured by the mean in 2002 of the
SF–36 general health measure of household members aged 15 years and over, does not significantly
impact on changes in home-ownership status, but
it is positively associated with moving into other
property, equities and businesses and negatively
associated with moving out of equities—that is,
better health is associated with a higher probability
of moving into other property, equities and businesses, and a lower probability of equity holders
exiting equities. For example, each one-point
increase in mean general health (which has potential values ranging from 0 to 100) on average
increases the probability of moving into equities by
0.2 percentage points, and on average decreases
the probability of moving out of equities by 0.2 percentage points. These effects are all consistent with
better health being associated with higher asset
holdings. However, better health in 2002 is also
associated with an increased probability among
business owners of ceasing business ownership
between 2002 and 2010.
The estimated models also contain a variable measuring the change in mean general health between
2002 and 2010. This variable has almost identical
effects to the variable for mean general health in
2002, which is perhaps what we would expect if
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both variables are capturing the effects of health.
Thus, an improvement in mean general health
between 2002 and 2010 increases the probability
of commencing ownership of other property,
equities and businesses, decreases the probability
of ceasing ownership of equities, and increases
the probability of ceasing business ownership.
Educational attainment
Three levels of educational attainment are distinguished in the models: bachelor’s degree or higher;
other post-school qualification (Certificate Level 3
or higher); and no post-school qualification above
Certificate Level 2. Holding a bachelor’s degree
increases the probability of commencing home
ownership and business ownership, and decreases
the probability of ceasing ownership of other property, but has no significant effects on movements
into and out of equities. Holders of other postschool qualifications do not significantly differ from
those with no post-school qualifications, with the
exception that, among equity holders in 2002, they
were significantly less likely to cease holding equities (holding other factors constant).
Location of residence
Location effects examined are restricted to a dummy
indicator equal to one if the individual resides in a
major urban area in 2002, and zero otherwise. Only
two significant effects are evident, with residing in
a major urban area associated with a 3.7 percentage
point decrease in the probability of ceasing home
ownership between 2002 and 2010, and a 4.4 percentage point decrease in the probability of commencing ownership of other property. Thus,
people residing in regional and rural regions were
more likely to move out of home ownership, but
more likely to move into other property.
Household income
Income is an important determinant of assetholding decisions: there are significant effects of
one or more of the income variables evident for
every model in Table 14.5. Effects are generally as
one might expect, with higher income in 2001–02,
higher income over the 2002–03 to 2009–10
period, and increases in rank in the income distribution between 2001–02 and 2009–10, all acting to
increase the likelihood of non-holders moving into
the asset class and decrease the likelihood of holders moving out of the asset class. Negative effects
of income on likelihood of ceasing ownership are
weakest for home ownership and strongest for
equity investments, while positive effects of
income on probability of commencing ownership
are strong for home, other property and equities.
The notable exception to these patterns is that
higher income in 2001–02, and increases in percentile rank between 2001–02 and 2009–10, act to
reduce the probability of commencing business
ownership. The negative effect associated with initial income may be connected to the fact that many
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business commencements will be low-income
people moving into self-employment. The negative
effect associated with change in percentile rank
may similarly reflect the movement from employee
to self-employed status.
Household employment status
Variables for household employment status in
2002 and 2010 capture effects of employment
other than via employment’s effects on income,
which is already included in the models.
Individuals in jobless households in both 2002 and
2010 were, all else equal, less likely to become
business owners than other individuals, which
reflects the fact that most business owners are selfemployed, and therefore are employed. The reasons for the other significant differences by household employment status are less clear. For
instance, individuals who were in jobless households in 2002 but not 2010 were less likely to
become home owners between 2002 and 2010,
but more likely to become owners of other property; and individuals who were in employed
households in both 2002 and 2010 were, compared with other individuals, less likely to cease
owning other property and businesses, but also
less likely to move into equity investments.
Major life events
While the majority of estimates for the impact of
major life events are not statistically significant, all
of the ten life events considered in the table have
a significant effect on at least two asset-holding
changes, and most have an impact on three asset
types. They are therefore all important factors in
individuals’ decisions about asset holdings,
although the reasons for their effects are not
always obvious. Indeed, some empirical associations are likely to reflect the impact of changes in
asset holdings on the occurrence of certain life
events, rather than the impact of life events on
holdings. It is also possible that in some cases the
empirical associations are capturing effects of
unobserved (and typically unknown) factors with
which the life events are correlated.
The birth of a child is associated with an increased
probability of becoming a home owner, which is
consistent with steps one might take when starting
or expanding a family. However, it is also associated with a decreased probability of ceasing business ownership—the potential reasons for which
are less clear. Serious injury or illness to oneself
decreases the probability of ceasing ownership of
other property, equities and businesses, reasons
for which are likewise not clear. The death of a
spouse or child decreases the probability of ceasing home ownership and increases the probability
of commencing home ownership. Most commonly, this life event is the death of a spouse,
which may be associated with a death benefit that
makes home ownership more viable.
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Being a victim of a violent crime is associated with
an increased probability of ceasing home and
equities ownership and an increased probability
of becoming a business owner. The mechanism by
which violent crime affects asset classes held is
uncertain, but it is possible these effects stem from
family violence leading to changes in household
composition—for example, a victim of family violence may move out of the household and therefore cease home ownership. Being a victim of a
property crime is associated with an increased
probability of becoming a home owner and business owner and a decreased probability of exiting
equities. However, rather than experience of a
property crime precipitating changes in asset holdings, it seems more likely that it is changes in asset
holdings that impact on the probability of being a
victim of a property crime. For example, commencing business ownership will often involve
acquisition of business premises, and therefore
increase exposure to risk of property crime.

business and takes up a position as an employee,
and then gets promoted. It is not clear why job promotion should predispose someone to sell other
property, suggesting that job promotion is correlated with unobserved factors that have an impact
on the propensity to cease owning other property.

Retirement would be expected to be associated
with various changes in asset holdings, for reasons
such as receipt of superannuation lump sums, and
the need to restructure holdings to live off savings
rather than employment income, or possibly even
to ensure Age Pension eligibility (e.g. by putting
more wealth into the family home). The estimates
in Table 14.5 show that retirement is associated
with increases in the probability of becoming a
home owner, ceasing ownership of other property
and ceasing ownership of equities, and a decrease
in the probability moving into equities. All of
these effects are consistent with the potential
effects of retirement discussed above.

Concluding comments

Job dismissal is associated with a decreased probability of becoming a home owner, and is also associated with positive effects on both moving out of
and moving into equities. The effects on homeownership entry and moving out of equities are
consistent with job dismissal being an adverse
shock to current and possibly future income.
Superficially, the positive effect on entry into equities seems counterintuitive, but this effect is probably due to some dismissed workers receiving large
redundancy payments which they then (partially)
invest in equities. Job promotion is associated with
an increased likelihood of ceasing ownership of
other property and businesses, and a decreased
likelihood of become a business owner. The association between job promotion and decreased likelihood of becoming a business owner probably
reflects ‘success’ as an employee reducing the
propensity to turn to self-employment. Ceasing
business ownership, however, is likely to be the
antecedent of the job promotion rather than the
other way around—that is, an individual sells the

A major improvement in financial situation, such
as winning the lottery or receiving a large inheritance, decreases the probability of ceasing home
ownership and is also associated with an
increased probability of becoming a business
owner. A major worsening in financial situation
increases the probability of ceasing home ownership, decreases the probability of becoming a
home owner, and also decreases the probability of
becoming an owner of other property. The effects
of major changes in financial situation are in the
expected directions, but it is perhaps surprising
that they do not have more widespread significant
effects on the asset classes held.

The composition of household wealth has
changed markedly over the 2002 to 2010 period.
Housing has grown considerably as a share of
total assets, and superannuation has also steadily
increased its share of assets. The proportions of
household assets in equity investments, own businesses, bank accounts and other assets have
declined. Particularly notable is the decline in
equity holdings, which is not simply attributable to
declines in asset values. There is clear evidence in
the HILDA Survey data that the number of households actively deciding to move out of equities has
been greater than the number of households
deciding to move into equities. One possible
explanation for this trend is that the growth in
superannuation, much of which consists of share
market holdings, has caused a substitution effect
out of direct equity holdings. That is, in order to
achieve their desired ‘portfolio balance’, households may have been moving out of direct equity
holdings to offset the growth in indirect holdings.
However, increased volatility and poor returns in
recent years may also have contributed to the
movement away from equity investments.
Examination of the determinants of movements
into and out of asset classes shows that lifecycle
stage, as captured by age and household type, is
an important factor, as is household income. The
birth of a child, serious injury or illness, death of
a spouse or child, being a victim of a violent crime
or a property crime, retirement, job dismissal, job
promotion and a major change in financial situation all have significant effects on movements into
and out of asset classes, although the reasons for
the observed effects are not in all cases clear.
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15. Owner-occupied housing
Roger Wilkins
The single most important asset component in
household wealth portfolios is the family home,
accounting for 45 per cent of the value of household assets in 2010. Understanding the distribution
and dynamics of home wealth is therefore important to understanding household wealth more
generally. It is, furthermore, possible to examine
home wealth in considerably more detail than
other components of household net wealth with
the HILDA Survey data, since data are collected on
both home value and home debt in every wave.
Table 15.1 presents home-ownership rates over
the 2001 to 2010 period. The first column reports
the percentage of households living in owneroccupied housing, while the second column
reports the percentage of people aged 18 years
and over who are home owners. In calculating the
second column, children living with their parents
are assumed to be non-home owners, irrespective
of whether they reside in an owner-occupied
house. This is done to better reflect true homeownership rates, because adult children living
with their parents will typically not have ownership of the house, and indeed may be living with
their parents while they save to purchase a house.
Note, however, that other adults who live in
owner-occupied homes who do not themselves
have any ownership stake in the home are
nonetheless treated as home owners. This is
because the HILDA Survey does not identify
which members of the household own the home.
The second column will therefore overestimate
home-ownership rates among adults.
In Table 15.1, we see evidence of a very slight, but
nonetheless sustained, decrease in the proportion
of households that are in owner-occupied housing. In 2001, 68.3 per cent of households were
owner–occupiers, and 67.2 per cent were owner–
occupiers in 2010. The proportion of people who

Table 15.1: Rates of home ownership, 2001 to 2010 (%)
Proportion of
households that
are owner-occupied

Proportion of
people who
own their home

2001

68.3

63.4

2002

67.9

63.3

2003

67.9

62.9

2004

67.7

62.4

2005

67.4

62.5

2006

67.3

62.5

2007

67.4

62.0

2008

67.7

62.4

2009

67.0

61.4

2010

67.2

61.3

Notes: Figures in the second column are the percentage of persons aged 18
years and over who own their home. Children living with their parents are
treated as non-home owners.
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are home owners is lower than the proportion of
households that are home owners, and the decline
in the proportion of people who are home owners
is also greater than the decline in households that
are home owners. In 2001, 63.4 per cent of people
aged 18 years and over were home owners, while
in 2010 this had fallen to 61.3 per cent.
Home values and home equity
Figure 15.1 shows the evolution of home values
over the 2001 to 2010 period, presenting the mean,
median, 10th percentile and 90th percentile of
values of owner-occupied homes in each year. As
in other analysis presented in this report, values
are expressed at December 2010 prices to remove
the effects of inflation. All four series show real
growth between 2001 and 2010, although the pace
of growth has tended to slow over the ten-year
period. The mean, median and 90th percentile all
grew particularly strongly between 2001 and 2004.
For example, the median price of owner-occupied
housing was approximately $259,000 (at December
2010 prices) in 2001, and was $407,000 in 2004, a
57 per cent real increase. By 2010, the median had
reached $482,000, which was only 18.5 per cent
above the 2004 median. Nonetheless, over the
decade as a whole, the increase in the median
from $259,000 to $482,000 represents a very large
increase of 86 per cent.
The value of an owner-occupied house is, of
course, not equivalent to its contribution to household net wealth, since many home owners have
home loans. In Figure 15.2, we consider net home
wealth, or home equity, defined as the value of
the home minus any debt on the home. The figure
plots mean home equity over the 2001 to 2010
period, as well as the percentage of households
with negative home equity. In 2001, mean home
equity was $255,000, and in 2004, it had risen to
$366,000, a 44 per cent increase on 2001. In 2010,
mean home equity had risen to $408,000, which
was 60 per cent higher than in 2001. By comparison, the mean home value rose from $341,000 in
2001 to $480,000 in 2004, a 41 per cent increase,
and rose again to $569,000 in 2010, a 67 per cent
increase on 2001. Thus, while mean home equity
has followed a similar path to the mean home
value, it is clear that home equity grew faster than
home values between 2001 and 2004, but grew
more slowly after 2004. The unambiguous implication is that home debt grew at a slower rate than
the home values between 2001 and 2004, but at a
considerably faster rate between 2004 and 2010. In
particular, noting that mean home debt is the difference between mean home value and mean
home equity, home debt as a proportion of home
values was 25.2 per cent in 2001, 23.4 per cent in
2004 and 28.3 per cent in 2010.
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The percentage of households with negative
home equity is quite small but, consistent with the
growth in home debt as a proportion of home
values, this percentage has tended to rise between
2001 and 2010. In 2001, 1.7 per cent of households had home debt in excess of the value of the

home while, in 2010, 2.6 per cent of households
were in this situation. The percentage of households with negative equity is, however, somewhat
volatile from year to year. For example, the percentage with negative equity was as low as 1.5 per
cent in 2007 and as high as 2.7 per cent in 2009.

Figure 15.1: Value of owner-occupied homes
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Figure 15.2: Owner-occupied home equity (home value minus home debt)
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Differences in home ownership and home
value across states and territories

Figure 15.3 compares mean values of owneroccupied housing across states and territories over
the 2001 to 2010 period. In all jurisdictions, real
mean values increased, but the extent and nature
of the increases differ markedly, as do the levels
of the means. The mean home value increased
rapidly in Western Australia between 2001 and
2006, with the change between 2005 and 2006
particularly dramatic, rising from $453,000 to
$667,000. The mean home price in Western
Australia has remained essentially unchanged
since 2006, but was still the highest of all states
and territories in 2010. In New South Wales,
growth in the mean house price was reasonably
strong up to 2006, reaching $619,000, since which
time it has decreased in real terms by approximately $30,000. In the Australian Capital Territory,
the mean increased strongly between 2001 and
2004, from $376,000 to $559,000, then decreased
to $522,000 in 2006, and has since increased relatively slowly, reaching $576,000 in 2010.

Table 15.2 compares household rates of home
ownership across the eight states and territories of
Australia, presenting the mean rate of each jurisdiction over the 2001 to 2010 period, and the
change in the home-ownership rate between 2001
and 2010. The proportion of households that are
owner–occupiers is around two-thirds or higher in
most states and territories, but there is nonetheless
a reasonable degree of variation in mean homeownership rates, ranging from 72.1 per cent in
Victoria down to 57.8 per cent in the Northern
Territory. Consistent with the national trend, rates
of home ownership declined in the Northern
Territory (by 6.5 percentage points), Victoria (3.1),
South Australia (2.9), Tasmania (1.6) and New
South Wales (1.2). However, rates of home ownership actually increased in the Australian Capital
Territory (by 2.5 percentage points), Western
Australia (1.1) and Queensland (1.0).

In Victoria, Queensland, South Australia, Tasmania
and the Northern Territory, growth in the mean
home value has tended to be sustained over the
entire 2001 to 2010 period. Queensland experienced relatively rapid growth in the mean home
price between 2001 and 2004, rising from $243,000
to $403,000, since which time growth has continued, but at a slower rate. Growth in the mean
home value was relatively low in the Northern
Territory between 2001 and 2004, but over the full
2001 to 2010 period, the Northern Territory has
experienced the largest proportionate growth of all
states and territories, rising 135 per cent to be
$593,000 in 2010. Victoria, South Australia and

Table 15.2: Percentage of households that are
owner-occupied, by state and territory
Mean rate over
2001 to 2010

Change in rate
2001 to 2010

New South Wales

66.0

–1.2

Victoria

72.1

–3.1

Queensland

63.8

1.0

South Australia

67.0

–2.9

Western Australia

69.9

1.1

Tasmania

67.0

–1.6

Northern Territory

57.8

–6.5

Australian Capital Territory

68.4

2.5

Figure 15.3: Mean values of owner-occupied housing, by state and territory
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Tasmania experienced similar changes in the mean
home value between 2001 and 2010, albeit from
different levels. The mean home value rose from
$325,000 to $554,000 in Victoria, from $220,000 to
$424,000 in South Australia, and from $150,000 to
$353,000 in Tasmania.
Home-ownership rates by age group
Home ownership is very much a function of lifecycle stage, as Table 15.3 confirms. The table
examines the proportion of individuals who are
home owners in each of six age groups, presenting the mean over the 2001 to 2010 period as well
as the change between 2001 and 2010.
The rate of home ownership increases with age,
rising from 10.4 per cent among people aged 18
to 24 years to approximately 83 per cent among
people aged 55 years and over. In all age groups,
there has been a decline in home ownership
between 2001 and 2010, but the largest declines
have been for people aged 35 to 54 years. One
way of viewing these changes by age group is to
take a ‘birth cohort’ perspective. Thus, the homeownership rate when aged 35 to 44 years was 4.5
percentage points lower for the cohort born
between 1966 and 1975 than for the cohort born
between 1956 and 1965; and the home-ownership
rate when aged 45 to 54 years was 5.5 percentage
points lower for the cohort born between 1956
and 1965 than for the cohort born between 1946
and 1955.
Individual-level changes in home ownership
and home wealth
The preceding analysis in this article has provided
cross-sectional snapshots of home ownership and
home wealth, but such analysis potentially masks
the degree to which changes in home ownership
and home wealth are occurring at the individual
level. Table 15.4 provides some indications of the
extent of change in home-ownership status at the
individual level. The upper panel presents the
proportion of people aged 18 years and over
in 2001 in each of four categories of homeownership status in 2001 and 2010: home owner
in both 2001 and 2010; not a home owner in 2001
or 2010; a home owner in 2001 only; and a home
owner in 2010 only. We see that 59.1 per cent of
people were home owners in both 2001 and 2010,

14.4 per cent became (and stayed) home owners
between 2001 and 2010, 5.3 per cent ceased being
home owners between 2001 and 2010, and 21.2
per cent were not home owners in either year.
Note that these figures imply that 73.5 per cent of
people were home owners in 2010; this is higher
than the overall home-ownership rate in 2010
because individuals aged 18 to 27 years in 2010,
who were aged 8 to 17 years in 2001, are excluded
from the table.
The lower panel of Table 15.4 presents the percentage of people observed to ever become a
home owner (i.e. observed to be a non-owner in
at least one wave and subsequently observed to
be an owner in at least one wave) and the percentage observed to ever cease being a home
owner (i.e. observed to be an owner in at least
one wave and subsequently observed to be a nonowner in at least one wave). This provides a better
indication of the full extent of ‘fluidity’ in homeownership status, revealing that over one-quarter
of the population changed from being a nonowner to an owner at some stage in the ten-year
period, and 17.8 per cent changed from being an
owner to a non-owner.
Individual-level dynamics in home values and
home equity are examined in Table 15.5 over the
two five-year spans from 2001 to 2006 and from
2005 to 2010, and also for the period from 2001 to
2010. Two groups are distinguished in the table:
those who did not move house over the period,
meaning that changes in home values and home
equity relate to the same house; and those who
did move house over the period, meaning that
changes in home values and home equity will in
most cases derive from comparisons of different
houses. First, consider people who did not move,
over the full period: 3.3 per cent experienced a
decrease in home value and 6.5 per cent experienced a decrease in home equity—or, to put it
another way, 96.7 per cent did not experience a
real decrease in home value, and 93.5 per cent did
not experience a real decrease in home equity.
The mean increase in home value was $227,881
and the median increase was $192,503, indicating
Table 15.4: Individual-level changes in home
ownership, 2001 to 2010
Percentage
Not a home owner in 2001, home owner in 2010

Table 15.3: Rates of home ownership by age group (%)

14.4

Home owner in 2001, not a home owner in 2010

5.3

Not a home owner in 2001 or 2010

21.2

Mean rate over
2001 to 2010

Change in rate
2001 to 2010

18–24

10.4

–0.3

Total

25–34

43.1

–1.8

35–44

67.8

–4.5

Ever became a home owner between
2001 and 2010

25.6

45–54

77.9

–5.5

55–64

83.3

–1.1

Ever ceased being a home owner between
2001 and 2010

17.8

65 and over

82.7

–1.1

Note: Children living with their parents are treated as non-home owners.

Home owner in 2001 and 2010

59.1
100.0

Notes: Population comprises persons aged 18 years and over in 2001.
Children living with their parents are treated as non-home owners.
Percentages may not add up to 100 due to rounding.
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Table 15.5: Change in individuals’ home value and net home wealth, by whether moved house (December 2010 prices)
Did not move
2001–2006

2005–2010

Moved
2001–2010

2001–2006

2005–2010

2001–2010

Home value
Decreased (%)

4.9

Mean change ($)

180,093

Median change ($)

3.3

14.6

31.2

12.3

73,351

27.8

227,881

238,682

114,643

272,115

135,836

54,726

192,503

196,651

100,990

226,611

10th percentile of changes ($)

35,042

–75,806

55,260

–41,670

–204,260

–25,782

90th percentile of changes ($)

355,329

238,208

423,904

501,041

471,697

620,050

Home equity
Decreased (%)

8.9

Mean change ($)

175,150

Median change ($)

6.5

21.8

31.1

18.0

87,286

25.9

239,856

168,809

127,779

237,287

142,998

72,052

211,369

133,987

97,844

194,164

10th percentile of changes ($)

6,179

–97,850

36,508

–105,733

–149,922

–72,737

90th percentile of changes ($)

377,788

296,285

467,580

421,515

430,360

607,246

Note: Population examined comprises persons aged 18 years and over in the initial year (2001 or 2005) who were home owners in both the initial and end years
(2001 and 2006, 2005 and 2010, or 2001 and 2010).

strong average home price growth among those
who did not move between 2001 and 2010—
although growth in home values will in part reflect
improvements made by home owners to their
homes. Average increases in home equity among
those who did not move are even larger, with the
mean increase $239,856 and the median increase
$211,369, implying home debt among those who
did not move on average decreased over the
period. In particular, home owners on average
decreased home debt by $11,975—the difference
between the mean increase in home equity and
the mean increase in home value.
Underpinning the overall change for non-movers
between 2001 and 2010 are quite different patterns between 2001 and 2006 and between 2005
and 2010. Between 2001 and 2006, the mean
increase in home value for non-movers was
$180,093 and the mean increase in home equity
was $175,150, implying a mean increase in home
debt of $4,943. The period was therefore one of
high growth in home values, but this was outpaced by growth in home debt. Between 2005 and
2010, by contrast, the mean growth in home value
was only $73,351, but home equity on average
grew by $87,286, implying a mean decrease in
home debt of $13,935. The lower growth in house
prices over the 2005 to 2010 period nonetheless
saw over one-quarter of individuals experience a
decline in home equity, although this was slightly
less than the 27.8 per cent who experienced a
decline in home value. The proportion who experienced a decline in home value between 2001 and
2006 was only 4.9 per cent, but over that period
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the proportion experiencing a decline in home
equity was larger, at 8.9 per cent.
Unsurprisingly, there is greater variability in
changes in home values and home equity among
home owners who moved house, with the proportion experiencing declines in home value and
home equity greater, the 10th percentile lower,
and the 90th percentile higher. It is also evident
that average levels of changes in home values are
greater than for non-movers, suggesting people
generally move to more expensive housing. This
inference is supported by the finding that average
changes in home equity are similar in magnitude
for movers and non-movers, implying home debt
increases for movers relative to non-movers.
Concluding comments
The period 2001 to 2010 has seen substantial real
growth in home values, although much of the
growth occurred between 2001 and 2004, particularly in New South Wales and Western Australia.
Associated with this growth has been a clearly discernible decline in home ownership, which has
been most pronounced among people aged 35 to
54 years. Home debt has also grown among home
owners. Notable, however, is that home equity on
average grew by more than home values after
2005 among people who did not move house,
implying that people in these households were in
fact reducing home debt. The growth in home
debt relative to home values since 2005 has therefore come from people upgrading their homes or
entering the housing market.
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16. Household debt dynamics
Roger Wilkins
There has been considerable public discussion in
Australia in recent years about the level of household debt, particularly focusing on its ‘excessive’
level and ‘unsustainable’ growth. Almost all commentary is based on national accounts and other
aggregate data sources, which indeed show that
household debt in Australia has grown considerably
in recent decades. But whether high household
debt represents a ‘looming crisis’ for Australia to a
significant extent depends on how it is distributed
in the community. For example, the growth in
household debt is altogether less concerning if it
is largely held by high-income households with
substantial assets. Moreover, if high debt at a point
in time is mostly temporary, again concern is lessened compared with persistent high indebtedness.
The HILDA Survey, by providing unit record
longitudinal data, is uniquely placed to shed light
on the distribution and dynamics of household
debt in Australia. In this article, we provide a brief
analysis of household debt in Australia over the
2002 to 2010 period, with a particular emphasis
on the prevalence, persistence and correlates of
high indebtedness.
The distribution and composition of
household debt
Table 16.1 summarises the distribution of household debt across households in 2002, 2006 and
2010. It is clear that household debt has grown
considerably between 2002 and 2010. The proportion of households with at least some debt was
65.0 per cent in 2002, 68.7 per cent in 2006 and
69.1 per cent in 2010. More pertinently, the mean
value of household debt at December 2010 prices
grew from $82,624 in 2002 to $151,488 in 2010.
The high level of the mean is due to a relatively
small number of households with very high debt,
which is indicated by the median debt being much
lower. However, it is also true that growth in debt
of the median household has been very large,
rising from $10,679 in 2002 to $20,081 in 2010.
Table 16.1 therefore provides prima facie indications of a ‘problem’ of growth in household debt.
To gain a better understanding of the nature of
household debt, Table 16.2 examines how the
composition of household debt varies according
to the level of household debt. For each quintile

(one-fifth) of the distribution of household debt
(restricting to households carrying debt), it presents the proportion of debt in each of six categories: home; other property; business; credit
card; Higher Education Contribution Scheme
(HECS); and ‘other’ personal debt (such as car
loans, investment loans and unpaid overdue bills).
To aid interpretation, the table also presents the
mean debt of each quintile.
Consistent patterns are evident across all three
waves in which wealth data have been collected
by the HILDA Survey. Credit card debt as a proportion of total debt is decreasing in debt level,
and indeed is only of significant proportions for
the bottom two debt quintiles. For the bottom
quintile, credit card debt accounts for approximately one-third of debt. While this is a large share
of debt, total mean debt for this debt quintile is just
over $3,000 in all three years, and so mean credit
card debt is only just over $1,000. For the second
quintile, credit card debt is 11.3 per cent of total
debt in 2002 and approximately 10 per cent of total
debt in all three years, which translates to mean
debt of approximately $2,100 in 2002, $2,100 in
2006 and $2,600 in 2010. Credit card debt accounts
for approximately 3 per cent of debt for the middle
quintile, 1 per cent for the fourth quintile, and 0.6
per cent for the top quintile.
HECS debt and other personal debt both tend to
be most important in the lower debt quintiles, and
are generally highest as proportions of total debt
for the second quintile. For example, in 2002,
HECS debt was 15.6 per cent of total debt of the
bottom quintile, 21.5 per cent in the second quintile, 6.2 per cent in the middle quintile, 1.7 per
cent in the fourth quintile, and 0.6 per cent in the
top quintile. Other personal debt follows a similar
pattern, although it represents a higher proportion
of total debt in the top quintile than in the fourth
quintile. For example, in 2002, other personal debt
was 40.7 per cent of total debt in the bottom quintile, 43.2 per cent in the second quintile, 18.2 per
cent in the middle quintile, 7.6 per cent in the
fourth quintile and 9.5 per cent in the top quintile.
Debt on the family home is the most important
debt component for the top three quintiles. For
example, in 2002, home debt was 59.2 per cent of
total debt of the middle quintile, 75.4 per cent in

Table 16.1: Distribution of debt across households (December 2010 prices)
2002

2006

Percentage of households with debt

65.0

68.7

69.1

Mean ($)

82,624

124,776

151,488

Median ($)

2010

10,679

16,763

20,081

75th percentile ($)

101,900

157,617

200,808

90th percentile ($)

238,700

357,611

421,697
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the fourth quintile and 53.2 per cent in the top
quintile. Debt on other property is increasing in
debt level, and is only of significant proportions
in the top three quintiles, while debt on businesses is only a significant component of household debt for the top debt quintile. Thus, as one
might expect, households with the highest debt
are those holding property, particularly non-home
property, and businesses.
While the broad patterns discussed above generally
hold in all three years, significant changes in the
composition of debt have occurred between 2002
and 2010. For all debt quintiles other than the top
quintile, debt on the family home has increased as
a proportion of total debt. The magnitude of the
increase is particularly large for the middle debt
quintile, for which home debt has increased from
59.2 per cent of total debt in 2002 to 69.5 per cent
of total debt in 2010. Debt on other property has
increased as a share of total debt for all of the top
three quintiles, especially the top quintile, for
which it has increased from 22.7 per cent of total
debt in 2002 to 29.2 per cent of total debt in 2010.
HECS debt has also increased as a share of total
debt for the bottom two quintiles, rising from 15.6
per cent of debt in 2002 to 17.9 per cent of debt for
the bottom quintile, and from 21.5 per cent to 26.6
per cent for the second quintile. The remaining
debt components have tended to decrease in relative importance between 2002 and 2010. Business
debt, which is only a significant component for the
top debt quintile, has decreased as a proportion of
total debt of the top quintile from 13.4 per cent
in 2002 to 9.1 per cent in 2010. Credit card debt
has decreased slightly as a proportion of total
debt for all quintiles, while other personal
debt has decreased for the middle three quintiles.

Collectively, these changes between 2002 and 2010
imply that much of the increase in household debt
is attributable to growth in loans for housing.
The preceding analysis shows that there has
indeed been considerable growth in household
debt between 2002 and 2010, and this has primarily been driven by growth in debt on both the
family home and other property. But how big a
problem is this growth in household debt? To gain
a sense of the potential magnitude of the problem,
we need to ascertain how many Australian households have debt levels that might be difficult to
service. Table 16.3 presents data on the distribution of two summary measures of household
indebtedness: (i) the ratio of household debt to
household assets (also known as gearing); and (ii)
the ratio of household debt to household annual
disposable income.1
Needless to say, neither of these measures is perfect. The debt-to-assets ratio may be misleading
because of the potential for large swings in asset
prices—particularly in a downward direction. For
example, if house prices were to drop by 30 per
cent or more, as they did in many parts of the
United States around the time of the Global
Financial Crisis, then many more people would
suddenly find themselves with unacceptably high
debt-to-assets ratios. The debt-to-income ratio may
provide more meaningful information, since it indicates capacity to actually service debt, but this measure does not take into account potential ‘shocks’ to
income, the biggest one being due to unemployment. That is, a household may currently have a
low debt-to-income ratio, but this could quickly
change if a member of the household becomes
unemployed, which is of course more likely in the
event of an economic downturn. That said, the two

Table 16.2: Composition of debt among households with debt—Share of each type of debt, by level of debt (%)

Home

Other property

Business

Credit card

HECS

Other

Total

Mean debt
($, December
2010 prices)

2002
Bottom debt quintile

5.9

0.6

0.5

36.6

15.6

40.7

100.0

3,142

2nd debt quintile

18.7

1.4

3.8

11.3

21.5

43.2

100.0

18,876

3rd debt quintile

59.2

9.2

3.6

3.6

6.2

18.2

100.0

62,785

4th debt quintile

75.4

10.6

3.3

1.3

1.7

7.6

100.0

142,531

Top debt quintile

53.2

22.7

13.4

0.6

0.6

9.5

100.0

409,333

2006
Bottom debt quintile

4.3

0.5

0.0

36.9

17.7

40.6

100.0

3,120

2nd debt quintile

18.7

3.1

2.2

10.0

22.5

43.5

100.0

21,409

3rd debt quintile

62.9

9.9

2.6

3.3

6.0

15.2

100.0

80,777

4th debt quintile

73.7

14.0

3.1

1.0

0.8

7.3

100.0

203,908

Top debt quintile

49.9

27.9

10.1

0.6

0.5

11.1

100.0

604,145

2010
Bottom debt quintile

6.9

0.6

0.7

32.5

17.9

41.5

100.0

3,392

2nd debt quintile

19.3

1.7

3.3

10.6

26.6

38.4

100.0

25,645

3rd debt quintile

69.5

10.7

2.5

2.4

4.3

10.5

100.0

107,359

4th debt quintile

76.8

13.6

1.7

1.0

1.3

5.5

100.0

250,643

Top debt quintile

49.5

29.2

9.1

0.6

0.6

11.0

100.0

708,918

Note: Percentages may not add up to 100 due to rounding.
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measures do provide useful objective information
on the level of indebtedness of households and
how this has changed between 2002 and 2010.
Consider first the debt-to-assets ratio: the median
in 2002 was 0.07, and so mean total debt of the
median household was 7 per cent of total assets.
This rose to 0.09 in 2006 and remained at that
level in 2010. Even at 9 per cent, the median
household clearly has very low debt relative to the
value of assets. Some growth in the debt-to-assets
ratio is also evident at the 75th and 90th percentiles, but even at the 95th percentile, total debt
is still less than total assets in all three years.
Indeed, the debt-to-assets ratio at the 95th percentile actually fell from 93 per cent to 89 per cent
between 2006 and 2010.
Table 16.3 also presents the proportion of households with ‘high’ levels of the debt-to-assets
ratio—specifically, above 0.75 and above 1. The
proportion above 0.75 increased from 6.5 per cent
to 7.0 per cent between 2002 and 2006, but then
decreased to 6.7 per cent in 2010. The proportion
with debt in excess of assets decreased between
2002 and 2006, from 4.3 per cent to 3.9 per cent,
and remained at that level in 2010. On the basis of
the debt-to-assets ratio, it therefore appears that
indebtedness has changed little between 2002 and
2010, and in fact the proportion of households
with ‘dangerously high’ debt levels has actually
decreased slightly. However, as noted, to the
extent that this reflects inflated asset prices at risk
of sudden decline, this picture may be misleading.
The lower panel of Table 16.3 examines the debtto-income ratio. Here we see greater evidence of
growth in indebtedness, and in particular ‘excessive’ indebtedness. Between 2002 and 2010, the
median debt-to-income ratio increased from 22
per cent to 33 per cent, the 75th percentile
increased from 159 per cent to 235 per cent, the

90th percentile increased from 350 per cent to 466
per cent, and the 95th percentile increased from
534 per cent to 684 per cent. Correspondingly, the
proportion of households with a debt-to-income
ratio in excess of four increased from 8.1 per cent
in 2002 to 13.1 per cent in 2010, and the proportion of households with a debt-to-income ratio in
excess of six increased from 4.1 per cent to 6.2 per
cent. It therefore seems likely that the benign
trend apparent for the debt-to-assets ratio is
indeed somewhat misleading due to inflated asset
price growth.
Dynamics of individuals’ household debt
Tables 16.1 to 16.3 provide a cross-sectional view
of household debt over the 2002 to 2010 period,
but it is also important to understand how household debt has changed for individuals. Table 16.4
presents information on changes in household
debt experienced by individuals between 2002
and 2006, between 2006 and 2010, and between
2002 and 2010. It shows that the mean change
between 2002 and 2006 was a $40,319 increase in
debt, while the mean change between 2006 and
2010 was an increase of $21,589. However, the
median change is zero. At first glance, this might
seem odd but it actually reflects the fact that a significant proportion of individuals had no debt at
the start or end of the period: because a significant
number of individuals had decreases in debt, the
median person had no debt at the start or end of
the period.
Over the full 2002 to 2010 period, 43.4 per cent of
individuals experienced an increase in household
debt, which was higher than the 36.7 per cent
who experienced a decrease in household debt.
Notable, however, is that 40.9 per cent of individuals experienced a decrease in debt between 2006
and 2010, which was higher than the 38.4 per cent
who experienced an increase in debt between

Table 16.3: Indebtedness of households
2002

2006

2010

Median

0.07

0.09

0.09

75th percentile

0.33

0.34

0.37

90th percentile

0.61

0.65

0.65

95th percentile

0.90

0.93

0.89

Debt-to-assets ratio

Percentage with high debt-to-assets ratio
> 0.75

6.5

7.0

6.7

>1

4.3

3.9

3.9

Median

0.22

0.28

0.33

75th percentile

1.59

2.09

2.35

90th percentile

3.50

4.48

4.66

95th percentile

5.34

6.71

6.84

Debt-to-income ratio

Percentage with high debt-to-income ratio
>4

8.1

11.8

13.1

>6

4.1

6.0

6.2

Notes: The debt-to-assets ratio is household debt as a proportion of household assets. The debt-to-income ratio is household debt as a proportion of household
annual disposable income.
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Table 16.4: Distribution of individual-level changes in household debt (December 2010 prices)
Mean ($)

2002–2006

2006–2010

2002–2010

40,319

21,589

59,234

0

0

0

–11,438

–24,821

–18,217

Median ($)
25th percentile ($)
75th percentile ($)

37,489

31,226

72,510

90th percentile ($)

231,453

248,011

310,750

Debt increased (%)

43.0

38.4

43.4

Debt decreased (%)

35.2

40.9

36.7

Note: The population examined comprises persons aged 15 years and over who are not living with their parents.

Table 16.5: Persistence of high debt (%)
2002–2006

2006–2010

Debt-to-assets ratio greater than 0.75

28.1

23.6

2002–2010
9.2

Debt-to-income ratio greater than 4

42.0

46.1

21.3

Note: The population examined comprises persons aged 15 years and over who are not living with their parents.

2006 and 2010. The 2002 to 2006 period was clearly
the period in which household debt was growing
most strongly.
How persistent is ‘excessive’ debt? Table 16.5 considers this question for the 2002 to 2006, 2006 to
2010 and 2002 to 2010 intervals. It presents, for
those who were initially highly indebted (in the
first year), the proportion who were still highly
indebted at the end of the period. For this analysis, we define ‘highly indebted’ in two ways: as a
debt-to-assets ratio in excess of 0.75; and as a
debt-to-income ratio in excess of four. Persistence
of high indebtedness is higher for the debt-toincome measure than the debt-to-assets measure,
which again probably reflects reasonably strong
growth in asset prices—certainly stronger growth
than has occurred for household incomes. Over
the eight-year window from 2002 to 2010, 9.2 per
cent of those with a debt-to-assets ratio in excess
of 0.75 in 2002 were still in that debt position in
2010, while 21.3 per cent of those with a debt-toincome ratio in excess of four in 2002 were still in
that debt position in 2010. Interestingly, persistence of a high debt-to-assets ratio was higher
between 2002 and 2006 than between 2006 and
2010, despite asset price growth probably being
stronger between 2002 and 2006. By contrast, persistence of a high debt-to-income ratio was higher
between 2006 and 2010 than between 2002 and
2006, perhaps reflecting slower growth in household income over this period.
Determinants of high indebtedness
What are the characteristics of those who find
themselves in ‘excessive’ debt? And what are the
characteristics and experiences of those who are
persistently in ‘excessive’ debt? These questions are
considered in this section, in which we present
estimation results from four probit models. The
first two models examine the characteristics associated with high indebtedness, respectively estimating the probability of having a debt-to-assets ratio
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in excess of 0.75 and the probability of having a
debt-to-income ratio in excess of four. The models
are estimated on data from Waves 2, 6 and 10. The
third and fourth models examine the characteristics
and life events associated with persistence of high
indebtedness among people who were highly
indebted in 2002. Specifically, the third model estimates the probability of having a debt-to-assets
ratio in excess of 0.75 in both 2006 and 2010, conditional on having a debt-to-assets ratio in excess
of 0.75 in 2002, while the fourth model estimates
the probability of having a debt-to-income ratio in
excess of four in both 2006 and 2010, conditional
on having a debt-to-income ratio in excess of four
in 2002. The sample for all models comprises all
persons aged 15 years and over who are not living
with their parents.
Table 16.6 contains the estimation results, the interpretation of which is as in the probit models estimated in Chapters 13 and 14 of this report. We consider first the determinants of being highly indebted
(Panel A). The characteristics associated with high
indebtedness differ somewhat depending on the
measure of high indebtedness. Couple households
with dependent children are, all else equal, the
least likely to have a debt-to-assets ratio in excess
of 0.75, but are the most likely to have a debt-toincome ratio in excess of four. Couples without
dependent children also have a relatively high
probability of a debt-to-income ratio in excess of
four, and a relatively low probability of a debt-toassets ratio in excess of 0.75. People in ‘other’
household types (mainly single-person households)
are the most likely to have a debt-to-income ratio
in excess of 0.75, but are the least likely (along with
lone parents) to have a debt-to-income ratio greater
than four. Thus, couples would appear to have
more debt relative to their income, but they also
tend to have more assets relative to their debt.
Differences in estimates by age group show that, all
else equal, the probability of a high debt-to-assets
ratio decreases with age, whereas the probability of
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a high debt-to-income ratio peaks for the 35 to 44
years age group, and then declines with age. This
is consistent with much of household debt being on
the family home, and equity in the home tends to
increase as people get older. Immigrants from
countries other than the main English-speaking
countries and Indigenous Australians have an
increased probability of being highly indebted on

both measures. The probability of a high debt-toassets ratio is on average 2.0 percentage points
higher, holding other characteristics constant, and
the probability of a high debt-to-income ratio is on
average 2.8 percentage points higher.
Disability in the household decreases the probability
of a high debt-to-income ratio, but has no significant

Table 16.6: Determinants of high indebtedness and persistent high indebtedness

A. Probability highly indebted
Debt-to-assets
ratio > 0.75

Debt-to-income
ratio > 4

B. Persistence: Probability highly
indebted in both 2006 and 2010,
given highly indebted in 2002
Debt-to-assets
ratio > 0.75

Debt-to-income
ratio > 4

Household type (Reference category: Other)
Couple

–0.013

0.038

–0.034+

Couple with dependent children

–0.048

0.047

–0.144

Lone parent

–0.025

–0.007+

–

Single 2002, partnered 2010

–

–

–0.135

Partnered 2002, single 2010

–

–

0.168

–0.143
0.034+
–
0.105+
–0.254

Age group (Reference category: 15–24)
25–34

0.002+

0.003+

–0.015+

–0.081+

0.027

–0.087

–0.065+

0.007+

–0.055+

–0.105+

35–44

–0.028

45–54

–0.055

55–64

–0.092

–0.040

65 and over

–0.163

–0.153

0.004+
–

0.015+
–0.315

Place of birth and ethnicity (Reference category: Non-Indigenous Australian-born)
Immigrant from main English-speaking countries

0.005+

0.008+

0.058+

Other immigrant or Indigenous

0.020

0.028

–0.054+

0.050+

Household member with disability

0.001+

–0.045

–0.039

0.165

Household mean general health

–2.3E–4a

Change in mean general health 2002 to 2010

1.9E–4a

–

–

–0.001
0.000+

0.144

0.003
–0.002+

Educational attainment (Reference category: No post-school qualifications)
Bachelor’s degree or higher
Other post-school qualification
Major urban area

0.013

0.042

–0.081

–0.027+

–0.002+

0.020

–0.146

–0.117

0.005

0.015

0.006+

0.095

Equivalised household income 2001–02 (Reference category: Bottom quintile)
2nd quintile

–0.010

–0.049

–

–

3rd quintile

–0.020

–0.048

–

–

4th quintile

–0.034

–0.058

–

–

Top quintile

–0.060

–0.054

–

–

Total equivalised income 2002–03 to 2009–10
($’000,000, December 2010 prices)

–

–0.012+

–0.007+

Year–2006

0.004+

0.048

–

–

Year–2010

0.002+

0.060

–

–

–

Major life events in household between 2002 and 2010
0.016+

0.041+

Birth of a child

–

–

Serious injury or illness

–

–

–0.108

Death of spouse or child

–

–

–

0.126+

–0.083
0.149+

Victim of a violent crime

–

–

–0.012+

Victim of a property crime

–

–

–0.021+

–0.012+

Retirement

–

–

0.035+

–0.017+

Dismissed from job

–

–

0.018+

0.042+

Job promotion

–

–

–0.030+

Major improvement in finances

–

–

–0.027+

0.022+

Major worsening of finances

–

–

0.079

0.020+

Moved house

–

–

–0.042+

–0.025+

39,232

39,232

277

441

Number of observations

–0.136

Notes: a Scientific notation: –2.3E–4 = –0.00023 and 1.9E–4 = 0.00019. Estimates are mean marginal effects from probit models of the probability of the outcomes
indicated by the column heading. Models of the probability ‘highly indebted in both 2006 and 2010’ are estimated on those who were highly indebted in 2002.
The population examined is restricted to persons aged 15 years and over who are not living with their parents. Household type, age group, household disability,
household general health, educational attainment and region of residence are evaluated in 2002 for the models of persistence of high indebtedness. + indicates the
estimate is not significantly different from zero at the 10 per cent level.
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effect on the debt-to-assets ratio, while household
general health (the mean of the SF–36 general
health measure among household members aged
15 years and over) is negatively associated with a
high debt-to-assets ratio and positively associated
with a high debt-to-income ratio. Higher educational attainment is associated with greater probabilities of high indebtedness, although effects are
larger for the probability of a high debt-to-income
ratio than for the probability of a high debt-toassets ratio. For example, compared with people
with no post-school qualifications, holders of bachelor’s degrees have a 1.3 percentage point higher
probability of a debt-to-assets ratio in excess of
0.75, and a 4.2 percentage point higher probability
of a debt-to-income ratio in excess of four.
People residing in major urban areas have greater
probabilities of high indebtedness, other factors
held constant. The association is stronger for the
debt-to-income ratio, with people in major urban
areas having a 1.5 percentage point higher probability of a ratio in excess of four, other things
being equal. Household income is also a significant predictor of high indebtedness. There is a
strong income ‘gradient’ for the probability of a
debt-to-assets ratio greater than 0.75, with the top
income quintile in particular having a low probability of a high debt-to-assets ratio. For the probability of a debt-to-income ratio in excess of four,
people in the bottom income quintile have an
approximate 5 percentage points higher probability of a high debt-to-income ratio than people in
the top four income quintiles, who all have similar probabilities of a high debt-to-income ratio.
The year dummy variables indicate no significant
change in the probability of a high debt-to-assets
ratio over the 2002 to 2010 period, implying asset
values have on average kept pace with the growth
in debt. There has, however, been a substantial
increase in the probability of a high debt-to-income
ratio. Holding constant all other factors, in 2006 the
probability of a high debt-to-income ratio was 4.8
percentage points higher than in 2002, while in
2010 the probability of a high debt-to-income ratio
was 6.0 percentage points higher than in 2002.
Taken as a whole, the estimates of the determinants of high indebtedness indicate that characteristics typically thought to be associated with better
outcomes—better health, higher educational
attainment, prime age, and living in couple households—are often associated with high debt-toincome ratios. This probably reflects people better
able to cope with high debt being the ones taking
on high debt—debt which is often more than
matched by high assets, since these characteristics
are in many cases not associated with high debtto-assets ratios. Thus, while on the surface it
appears that couples in the 35 to 44 years age
range, in good health, and with high educational
attainment, are the most vulnerable to a decline in
income because of high probabilities of high
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indebtedness, they are in fact relatively unlikely to
have a high debt-to-assets ratio. This means that,
absent very large drops in asset prices, a downturn in income would at worst require selling
assets, rather than financial ruin.
Panel B of Table 16.6 presents mean marginal
effects estimates of the probability of remaining
highly indebted in both 2006 and 2010 for those
who were highly indebted in 2002. (The sample
size is therefore considerably smaller than that for
Panel A.) In addition to the variables included in
the Panel A models, variables are included for
changes in partner status and health between 2002
and 2010, and for eleven major life events occurring between 2002 and 2010. Moreover, the variables for income in 2001–02 are replaced with total
equivalised income received from 2002–03 to
2009–10. Further, because very few lone parents
were highly indebted in 2002, the lone-parent
dummy variable is excluded from these models;
likewise, because very few people aged 65 years
and over had a debt-to-assets ratio in excess of
0.75 in 2002, the dummy variable for this age category was excluded from the debt-to-assets model.
Estimates for household type show that, holding
other characteristics constant, a high debt-to-assets
ratio is less persistent for couples with dependent
children than people in other household types,
while a high debt-to-income ratio is less persistent
for couples without dependent children than for
people in other household types. Partnering
between 2002 and 2010 acts to decrease the probability of persistence in a high debt-to-assets ratio,
while becoming single acts to increase the probability of a high debt-to-assets ratio persisting.
Becoming single does, however, act to reduce the
probability of a high debt-to-income ratio persisting, possibly because it may involve moving out
of or selling the family home.
A high debt-to-assets ratio is significantly less persistent for people aged 35 to 44 years in 2002,
while a high debt-to-income ratio is substantially
less persistent among people aged 65 years and
over in 2002. Immigrants from the main Englishspeaking countries have greater persistence in
high debt-to-income ratios. Household disability
is associated with greater persistence in high
debt-to-income ratios, but less persistence in
high debt-to-assets ratios. These effects contrast
with the effects of household health: lower household health in 2002 is associated with less persistence in high debt-to-income ratios, but more persistence in high debt-to-assets ratios. Changes in
household health between 2002 and 2010 do not
significantly impact on persistence of high indebtedness over the period.
Post-school qualifications are associated with less
persistence in high debt-to-assets ratios, but interestingly, the effect is larger for those with nondegree post-school qualifications. Moreover, holders
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of non-degree post-school qualifications have less
persistence in high debt-to-income ratios than both
people without post-school qualifications and holders of bachelor’s degrees. Persistence of a high
debt-to-income ratio is significantly higher for
people living in major urban areas in 2002, other
characteristics held constant. This is likely to be
connected to differences in property prices
between major urban and regional and rural areas.
Surprisingly, income over the 2002 to 2010 period
does not significantly impact on persistence of
high indebtedness. Most major life events between
2002 and 2010 likewise do not appear to affect
persistence of high indebtedness, although there
are several exceptions. Serious injury or illness to
oneself decreases persistence of high indebtedness, perhaps because it precipitates the sale of
assets to pay off debt, or perhaps because compensation payouts allow debt to be reduced. Job
promotion decreases the debt-to-income ratio,
which may simply be because it is associated with
an increase in income. A major worsening in
financial situation increases persistence of a high
debt-to-assets ratio, but not persistence of a high
debt-to-income ratio, which is consistent with this
event typically involving a one-off decrease in the
value of household assets rather than a permanent
or long-term reduction in income. There is, how-

ever, no corresponding decrease in persistence of
a high debt-to-assets ratio stemming from a major
improvement in financial situation.
Concluding comments
Although aggregate data on household debt in
Australia may appear alarming, the analysis presented in this chapter suggests that most Australian
households hold relatively little debt and, among
those that do, the burden appears to be mostly
within income-earning capacity. Moreover, analysis
of the determinants of high indebtedness strongly
suggests that most of the households that take on
high debt are those best able to cope with that
debt. However, it is also true that the proportion of
households that are heavily indebted grew over
the period from 2002 to 2010, increasing vulnerability of households—and hence the broader
economy—to an economic downturn.
Endnote
1

Note that, if debts are positive and assets or incomes are
zero or negative, then the relevant ratio has been set to
an arbitrarily high number (100). In addition, statistics on
the proportion of households with high debt-to-assets
ratios and high debt-to-income ratios do not include
households with total debt less than $1,000 (at December
2010 prices). That is, all households with total debt of
less than $1,000 are treated as ‘not highly indebted’.
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Other Topics
17. Who stopped smoking between 2001 and 2010?
Roger Wilkins
The adverse health effects of smoking tobacco
products have been well established for many
years now. Governments in Australia have correspondingly taken a number of measures aimed at
reducing smoking rates in the community, including restrictions on advertising, levying of excise
taxes, public awareness campaigns and restrictions on the locations in which people can smoke.
While there may be debate about the extent to
which each of these measures has impacted on
smoking behaviour, there is no doubt that smoking rates in Australia have declined substantially
over the last three decades. For example, the
Australian Institute of Health and Welfare (AIHW)
(2012) reports that the proportion of males aged
14 years and over smoking daily declined from
approximately 33 per cent in 1985 to approximately 17 per cent in 2010, and for females aged
14 years and over the rate declined from approximately 26 per cent to approximately 14 per cent.
This article briefly examines what the HILDA
Survey data have to say about smoking in Australia
over the decade to 2010. As well as presenting
smoking rates in each year and identifying the
demographic groups in which greatest progress has
been made in reducing smoking rates, the longitudinal structure of the data is used to provide
insights into the dynamics underpinning the trends
in smoking rates evident from cross-sectional
data—specifically, quit rates, take-up rates and rates
of ‘relapse’ among those who quit.
Smoking rates in Australia, 2001 to 2010
Table 17.1 presents the proportion of males and
females aged 15 years and over who identify as
smokers in each year over the period 2001 to 2010.
Panel A captures all people who identify as smokers, including those who smoke less frequently
than daily, while Panel B captures only those who
report that they smoke daily.1 The HILDA Survey

data confirm the trend decline in smoking rates
reported by AIHW. Restricting to the period from
2002 to 2010 (when the survey question was identical in all years), the table shows the proportion of
males aged 15 years and over who were smokers
declined from 26.6 per cent in 2002 to 20.9 per
cent in 2010, and the proportion of females aged
15 years and over who were smokers declined
from 20.3 per cent to 16.2 per cent. These are substantial declines over an eight-year period. The
declines in the daily smoking rates are slightly
smaller, but impressive nonetheless. The proportion of males smoking daily declined from 21.7 per
cent in 2002 to 17.1 per cent in 2010, and the proportion of females smoking daily declined from
16.5 per cent in 2002 to 13.5 per cent in 2010. We
also note that the HILDA Survey estimates of daily
smoking rates in 2010 are very similar to those
reported by AIHW, suggesting the HILDA Survey is
no less reliable a source of data on smoking in the
Australian population than that used by AIHW.
Figures 17.1 and 17.2 examine smoking rates by
age group over the 2001 to 2010 period. Smoking
rates have declined for most age groups, but it is
clear that the most progress has been made in the
younger age groups. Drops in the proportion of
people smoking have been substantial for the 15
to 19, 20 to 24, 25 to 29 and 30 to 39 years age
groups, but minimal for the older age groups. This
might suggest there has been more success in preventing people from taking up smoking than there
has in getting people to give up smoking—something we examine later in this article.
Which groups in the community experienced
the biggest declines in smoking rates?
Table 17.2 investigates the demographic groups in
the community that have experienced the biggest
declines in smoking rates. It reports mean
marginal effects estimates from a probit model of

Table 17.1: Smoking rates in Australia, 2001 to 2010—Persons aged 15 years and over (%)
Smoker

Daily smoker

Males

Females

Males

2001

25.1

20.3

–

–

2002

26.6

20.3

21.7

16.5

2003

25.4

19.5

21.1

15.9

2004

25.4

19.7

20.9

15.9

2005

25.2

19.2

19.9

15.6

2006

23.0

17.9

18.7

14.7

2007

23.4

17.9

19.4

14.9

2008

22.1

16.6

18.4

13.9

2009

21.8

16.2

17.8

13.1

2010

20.9

16.2

17.1

13.5
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the probability of being a smoker. The model
includes a variety of demographic characteristics,
all of which are interacted with a ‘year’ variable to
identify the extent to which the probability of
smoking associated with the characteristic has
changed over the 2001 to 2010 period. For example,
the estimate for the ‘15–19’ age dummy of –0.100

indicates that, all else equal, being aged 15 to 19
years on average decreases the probability of being
a smoker in 2001 by 10 percentage points compared with being aged 30 to 39 years (the reference category). The estimate for this variable interacted with year, –0.006, indicates that the annual
rate of change in the probability of smoking is on

Figure 17.1: Smoking rates by age group—Males
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Figure 17.2: Smoking rates by age group—Females
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Table 17.2: Characteristics associated with the biggest declines in smoking
Characteristic

Characteristic interacted with year

0.068

0.000+

–0.045

0.001+

Lone parent

0.111

0.002+

Single person

0.059

0.001+

–0.049

0.003+

Male
Family situation (Reference category: Couple without dependent children)
Couple with dependent children

Child of couple or lone parent
Age group (Reference category: 30–39)
15–19

–0.100

20–24

0.014+

25–29

0.012+

–0.006
–0.004
0.000+

40–49

–0.050

0.004

50–59

–0.138

0.007

60 and over

–0.276

0.005

Indigenous

0.108

–0.004+

Immigrant from one of the main English-speaking countries

0.002+

0.001+

Place of birth and ethnicity (Reference category: Non-Indigenous Australian-born)

–0.046

0.002+

Victoria

0.013

–0.001+

Queensland

0.000

0.001+

South Australia

0.011+

–0.003+

Immigrant from other country
State of residence (Reference category: New South Wales)

Western Australia
Tasmania
Northern Territory
Australian Capital Territory
Major urban area

–0.024

0.000+

0.024

0.002+

0.151

–0.014

–0.035+

0.001+

0.009+

0.000+

–0.010

0.000+

Bachelor’s degree or higher

–0.124

–0.001+

Other post-school qualification

–0.020

–0.001+

Bottom quintile

0.017

0.004

2nd quintile

0.020

0.002+

3rd quintile

0.008+

0.001+

4th quintile

–0.008+

0.004

SEIFA index decile
Educational attainment (Reference category: No post-school qualifications)

Household equivalised income (Reference category: Top quintile)

Year

–0.007

Number of observations

–
115,745

Notes: Estimates are mean marginal effects from probit models of the probability of being a smoker. The population examined is restricted to persons aged 15 years
and over. + indicates the estimate is not significantly different from zero at the 10 per cent level.

average 0.6 percentage points less than for the 30
to 39 years age group—that is, holding other characteristics constant, the probability of a 15 to 19
year old being a smoker decreased over the 2001
to 2010 period by 5.4 (9 times 0.6) percentage
points more than the decrease for the 30 to 39 years
age group. Thus, the model results show that those
aged 15 to 19 years experienced a greater decline
in smoking rates than those aged 30 to 39 years.
While interpretation of the estimates in Table 17.2
is somewhat difficult, our main focus is on whether
the interaction term is negative, indicating relatively greater decline in smoking among the demographic group, or positive, indicating relatively less
decline (or even increase) in smoking among the
group. Note that the average annual rate of decline
in the probability of smoking for the reference
group—female, in a couple with dependent
children, aged 30 to 39 years, non-Indigenous
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Australian-born, residing in New South Wales, outside of a major urban area, in the bottom SEIFA
decile, with no post-school qualifications and in
the top income quintile—is 0.7 percentage points
(bottom of first column). This translates to an average decline in the probability of a reference group
member being a smoker of 6.3 percentage points
over the full 2001 to 2010 period.
The table shows that there are no significant differences in rates of decline in the probability of
smoking by family type, place of birth, Indigenous
status and educational attainment. That is, holding
other characteristics constant, there is no statistically significant divergence from the 0.7 percentage point annual rate of decline in smoking by
family type, place of birth and Indigenous status
or educational attainment. There are also no
significant differences by state or territory, with
the exception that, holding other traits constant,
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Table 17.3: Proportion of persons aged 15 years and over quitting and taking up smoking each year (%)
Quitting

Starting

Males

Females

Males

Females

2002

3.1

2.5

4.4

3.7

2003

3.2

3.2

3.1

2.3

2004

3.2

2.3

3.0

2.6

2005

2.9

2.8

3.1

2.1

2006

4.1

3.1

2.3

2.0

2007

3.0

2.1

2.9

2.3

2008

3.4

2.6

2.6

2.0

2009

3.0

2.4

2.5

1.5

2010

3.1

2.7

2.5

1.8

people living in the Northern Territory had a much
greater rate of decrease in the smoking rate than
people living in other jurisdictions: the annual rate
of decrease was 1.4 percentage points greater,
which translates to a 12.6 percentage point greater
decrease in the smoking rate. Note however that,
in 2001, the Northern Territory had a 15.6 percentage point higher smoking rate than New
South Wales (holding other characteristics constant), so that despite the much more rapid
decline in the smoking rate, in 2010 it was still
predicted to be higher than in New South Wales.
Consistent with the graphs presented in Figures 17.1
and 17.2, significant differences in rates of decline
in smoking rates by age are evident. Holding other
traits constant, the predicted annual rate of decline
in the smoking rate (obtained by adding the estimate for the age dummy interacted with the ‘year’
variable to the estimate for the uninteracted ‘year’
variable) is 1.3 percentage points for the 15 to 19
age group, 1.1 percentage points for the 20 to 24
age group, 0.7 percentage points for the 25 to 29
and 30 to 39 age groups, 0.3 percentage points for
the 40 to 49 age group, zero for the 50 to 59 age
group, and 0.2 percentage points for the 60 and
over age group. There are also statistically significant differences in rates of decline in smoking rates
by level of household income. Compared with the
top income quintile, the rate of decline is significantly smaller for the bottom quintile. The decline
in smoking rates is not significantly different for the
second and third quintiles compared with the top
quintile, but—somewhat surprisingly—the decline
in the smoking rate for the fourth quintile was significantly less than the decline for the top quintile
(and indeed the decline for the fourth quintile was
the same as for the bottom quintile).
Quitting and starting smoking
The HILDA Survey data allow us to consider
not just smoking rates in each year, but also the
individual-level dynamics in smoking behaviour
from one year to the next. In particular, we can
examine how many people are smokers in one
year and are not smokers in the next year—that is,
how many quit smoking—and how many people
are not smokers in one year and are smokers in
the next year—that is, start (or resume) smoking.

Table 17.4: Persons who quit smoking—Proportion
taking up smoking again within three years, by sex
and age group (%)
Males

Females

Persons

15–19

79.5

44.6

65.4

20–24

71.5

50.5

63.0

25–29

46.7

34.3

40.0

30–39

58.8

47.5

53.0

40–49

47.7

51.8

49.7

50–59

51.0

68.1

58.6

60 and over

49.7

43.8

47.2

All ages

56.4

49.1

52.9

Notes: Age groups are for age at time of quitting smoking. Population
comprises people who quit smoking in the 2002 to 2007 period.

Table 17.3 reports the percentage of people aged
15 years and over who stop smoking in each year
and the percentage who start smoking in each
year. The table shows that, belying the steady and
gradual decline in smoking rates, significant numbers of people stop and start smoking each year.
Between 2 and 4 per cent of all people—or 10 to
20 per cent of smokers—quit smoking each year,
but only slightly fewer take up smoking each year.
There is consequently quite a high degree of ‘fluidity’ in smoking status. One implication of
this finding is that reducing smoking rates is as
much about preventing take-up, or resumption, of
smoking as it is about encouraging people to quit
smoking. Indeed, it appears from Table 17.3 that
the decline in smoking rates has been driven by a
decline in the proportion of people taking up
smoking each year rather than an increase in the
proportion quitting each year. There is no trend
increase in quit rates between 2002 and 2010 for
males or females, but it is clear that take-up rates
are on average lower towards the end of the
decade than they were at the start of the decade.
For example, between 2002 and 2005, annual
take-up rates were 3 per cent or higher for males
and 2 per cent or higher for females. Between
2008 and 2010, annual take-up rates were 2.6 per
cent or lower for males, and 2.0 per cent or lower
for females.
To further emphasise the importance of take-up of
smoking as a driver of smoking rates, Table 17.4
examines ‘relapse’ into smoking of people who
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quit smoking. For people who quit smoking
between 2002 and 2007, it presents the proportion
who reported being smokers in the three years
subsequent to quitting. For example, a person
who quit smoking in 2002 (was a smoker in 2001
and not a smoker in 2002) is defined to relapse if
observed to be a smoker in 2003, 2004 or 2005.
The table shows that rates of relapse are indeed
very high. Over all age groups, the rate of relapse
is 49.1 per cent for females and 56.4 per cent for
males. For males, the rate of relapse is particularly
high for young people, at 79.5 per cent of males
aged 15 to 19 years who quit smoking and 71.5 per
cent of males aged 20 to 24 years who quit smoking. As high as the relapse rates presented in Table
17.4 are, it should be noted that they will actually
understate relapse, since many people who quit
for less than one year will appear to have never
stopped smoking, because we only identify smoking status at the time of the annual interview.
Conclusion
Considerable progress has been made on reducing
smoking rates in the Australian community over
recent decades, although naturally there is plenty of
room for further improvement. The HILDA Survey
data show that over the 2001 to 2010 period, the

biggest gains have been made among younger
people. An important finding deriving from the longitudinal structure of the HILDA Survey is that the
decline in smoking rates over the last decade has
largely come from reductions in take-up rates rather
than increases in quit rates. Indeed, the quit rate
among smokers does not appear to have increased
at all over the decade. Nonetheless, a significant
number of people continue to take-up smoking
each year, many of whom are ex-smokers. There is
therefore still scope for further reductions in smoking through reduction in take-up of smoking, even
if quit rates were to continue to remain unchanged.
Endnote
1

In 2001, respondents were asked ‘Do you smoke
cigarettes or any other tobacco products?’ and provided
with the response options ‘No, I have never smoked’,
‘No, I have given up smoking’ and ‘Yes’. From 2002, the
‘Yes’ response option was disaggregated into the
response options ‘Yes, I smoke daily’, ‘Yes, I smoke at
least weekly (but not daily)’ and ‘Yes, I smoke less often
than weekly’. Consequently, the proportion of people
who smoke daily is not available in 2001.

Reference
Australian Institute of Health and Welfare (2012)
Australia’s Health 2012, AIHW, Canberra.

18. Working at home: Whatever happened to
the revolution?
Mark Wooden and Yin-King Fok 1
It is widely assumed that changes in information
and communication technology are facilitating a
gradual, but marked, change in both how and
where people work. With respect to the issue of
‘where’, it is often argued that changing technology enables much more work to be undertaken away from conventional workplaces, and
more specifically in the homes of workers. Given
the cost of commuting, both in terms of money
and time, together with the potential advantages
for workers in managing family responsibilities, it
certainly seems reasonable to expect that interest
from workers in greater freedom to undertake work from home would be high. Further,
such expectations, it is claimed, are being realised,
at least in the United States, with some forecasting
a revolution in the way Americans work. Forrester
Research, for example, claimed in 2009 that
34 million American workers telecommuted, and
forecast that this would rise to 63 million by
2016, or 43 per cent of all US workers.2 Similarly,
Techcast has forecast that 30 per cent of
all employees will be teleworking two to three
days a week by the year 2020 (<http://www.techcast.org/forecasts.aspx>).
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There are, however, good reasons to treat such
forecasts with suspicion. First, the quality of the
data that underlies such estimates is questionable.
WorldatWork, for example, which regularly produces estimates of the number of workers in the
United States who work at least one full day a
month at home, relies on data collected from a
small sample (just over 1,000 adults) using randomdigit dialling techniques (WorldatWork, 2011). The
problem with using a telephone survey to produce
estimates of the number of people who are teleworkers should be self-evident. Second, telecommuting is not the same as working at home, and
includes any work undertaken at any remote location. Third, much of the growth in ‘home working’
may be among workers who only occasionally
work at home, which may simply reflect an extension of the regular work week into time previously
spent at home on non-work activities.
Other evidence from more reliable sources suggests much more conservative estimates. Most
notably, according to the American Community
Survey (ACS), which is conducted annually by the
US Census Bureau (and involves a sample numbering in the millions), only 4.3 per cent of all

45956 Hilda vol 8 B_MIAESR stat report 15/05/13 8:52 AM Page 107

Feature Articles

workers in 2010 reported that their home was their
usual place of work during the survey reference
week (<http://www.census.gov/acs/>). Further,
the proportion of employees working at home is
even smaller. Lister and Harnish (2011) report a
figure of 2.3 per cent based on the 2009 round of
the ACS. Nevertheless, they also emphasise an
upward trend, with the same data source finding
only 1.5 per cent of American employees reporting
usually working at home in 2005.
In Australia, the key cross-sectional data source is
the Locations of Work Survey conducted periodically by the Australian Bureau of Statistics as a
supplement to the monthly Labour Force Survey.
Last conducted in November 2008, this survey
found that 23.8 per cent of employed people
worked at least some hours at home (in either
their main or second job) during the survey reference week. If we restrict attention to just the
‘main’ job, then the proportion reporting that their
own home is their main location of work is 6.4 per
cent (ABS, 2009).3 This compares with a figure of
7.1 per cent in June 2000. Thus in contrast to the
US data there does not appear to be any upward
trend. Further, the Australian Bureau of Statistics
reports very small fractions of employees—just 1.4
per cent (after excluding owner–managers of
incorporated enterprises)—having their home as
their main location of work.
In the HILDA Survey, work at home is identified
and measured slightly differently. Most importantly,
location of work is not based on where hours are
worked in a specific week. It is based on the
respondents’ reports of their usual working hours.
We use these data to construct measures of the incidence and extent of working at home within the
Australian workforce. More specifically, we provide
a descriptive statistical analysis that examines:
(i)

the incidence and extent of working at
(or from) home;

(ii)

trends in that incidence over the period
2001 to 2010;

(iii) the characteristics of people who work
at home, and how they compare with
the large majority of workers who do
not; and
(iv) the extent to which working at home is a
temporary or permanent phenomenon.

It is important to note that by ‘work’ we mean paid
employment. We do not include household production (i.e. housework). It is also important to
note that working at home is not necessarily the
same as ‘telework’. While there is no universally
agreed definition of telework, the usual presumption is that it is work at home that is enabled by the
use of communication technology. It is also often
assumed that it involves paid workers carrying out
all, or part, of their work away from their normal
place of business, which could include locations
other than the home. It would also seem to rule out

self-employed home-based workers. In contrast,
the concept we analyse here covers all forms of
paid employment (including self-employment) that
takes place at the worker’s home. We do, however,
frequently draw distinctions between employees
and the self-employed.
The definition and measurement of
‘home workers’
Each year the HILDA Survey has included a short
sequence of questions intended to identify persons who work at home as part of their paid
employment. The key question reads:
(In your main job), are any of your usual
working hours worked at your home (that is,
the address of your usual place of residence)?

This is then followed by questions identifying the
number of hours usually worked at home each
week. We use these data to first identify persons
who spend any time in their main job working at
home. This, however, will include many people
who are working extra hours at home, typically
without any immediate additional remuneration.
We thus use the number of hours worked to distinguish those persons who work the majority of
their usual hours at home from those who work
some hours at home each week, but not the
majority. The data force us to focus only on hours
worked in the main job and thus understate the
total extent of home working.
The incidence and extent of working at home
in 2010
A relatively large fraction of the Australian
employed workforce report usually working at
least some hours at home each week in their main
job—22.8 per cent in Wave 10 (the fieldwork for
which mostly occurred during the period August
to December 2010).
The bulk of these people working at home, however, only spend a relatively small number of
hours each week working at home. This is shown
graphically in Figure 18.1, which presents the distribution in the number of hours usually worked
at home each week among those workers reporting working at least one hour at home. The large
majority (71 per cent) of people reporting working at least one hour at home only work 10 hours
or less each week at home. As a result, hours
worked at home account for a relatively small proportion of total hours worked—7 per cent.4
As already discussed, in our view the best definition of ‘home worker’ that we can construct using
the HILDA Survey data is one which defines
a home worker to be any worker who works
the majority of their hours in the main job at
home. In 2010 this was a group that represented
just under 5 per cent (4.9 per cent) of all
employed workers, and accounted for 3.4 per cent
of all working hours.
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Figure 18.1: The distribution in usual weekly hours worked at home—Employed persons working at least one hour
per week at home
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The HILDA Survey also includes a question identifying whether the hours worked at home are the
result of a formal arrangement with an employer.
This is obviously only applicable to employees and
hence if it was used to define home workers, would
mean excluding all self-employed workers. This
turns out to matter enormously, with employees
only accounting for 22.6 per cent of people who
work the majority of their working hours at home.
Indeed, if we were to augment our definition of
home workers with the additional requirement that
they had to be an employee with a formal arrangement with their employer to work at home, the
measured incidence of home workers would
decline to just 0.8 per cent of all employed people.
Comparisons with Australian Bureau of
Statistics (ABS) estimates
As already noted, ABS Locations of Work Survey
reported that 23.8 per cent of employed people in
November 2008 worked at least some hours at
home. If we restrict attention to only main jobs,
and thus use data that are better aligned with what
is available in the HILDA Survey, then this proportion declines to 22.8 per cent. In contrast, the data
from Wave 8 of the HILDA Survey (which is mostly
collected between September and November 2008)
reveal a higher figure of 24.2 per cent (see Table
18.1). But despite that, the HILDA Survey only
records 4.9 per cent of employed people working
most hours at home in 2008, which compares with
the ABS estimate of 6.4 per cent of employed
people whose location of the main job is the
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home. These differences presumably reflect either
differences in the sample or in the definition of
home work, which in the ABS survey is based on
main location of work during a specific (survey reference) week, whereas in the HILDA Survey it is
based the usual number of hours worked at home
relative to elsewhere.
When our attention is restricted to employees
(defined here to exclude owner–managers of
incorporated businesses, who technically can be
thought of as employees of their own businesses
and thus classified as employees, as is often the
practice of the ABS) the HILDA Survey again finds
a higher proportion reporting working at least
some hours at home (16.7 per cent compared to
13.9 per cent), but little difference in the proportion who mostly or mainly work at home (1.3 per
cent compared to 1.4 per cent).
Trends in the incidence and extent of
working at home, 2001 to 2010
In Table 18.1 we report a range of measures of the
incidence and extent of home working for each of
the ten annual surveys. Columns 1 and 2 provide
our two simple headcount measures: the percentage of employed people who work any hours at
home (in Column 1) and the percentage of
employed people who work the majority of their
hours at home (in Column 2). Data are reported
separately for all employed people (in the top half
of the table) and then just for employees (in the
bottom half).
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Focusing first on all employed people, the data
indicate a downward trend, though this is less
obvious if we ignore the Wave 1 observation. We
can see that between 2002 and 2008 somewhere
close to one-quarter of all employed people
worked at least some hours at home. This then
fell to less than 23 per cent by 2010, suggesting
that taking work home was sensitive to the economic downturn, a finding that has also been
reported in the United States (WorldatWork, 2011).
If we focus just on people who we think are better
described by the label ‘home workers’—those
who work the majority of their usual hours at
home—then we can see that the trend has been
relatively stable over the period 2002 to 2010,
with the estimated level tending to vary around
the 5 per cent mark.

One potential explanation for the difference is the
focus in the United States on employees, especially
given that in Australia (like the United States) the
self-employment share has been in decline.5
Nevertheless, and as reported in the bottom half of
Table 18.1, according to the HILDA Survey data, the
share of employees who work primarily from home
is both smaller than has been estimated with US
data—1.6 per cent in 2009 compared with 2.3 per
cent in the United States—and has not changed
much over time. Indeed, the 2009 observation seems
to be an outlier, with the estimate for both 2008 and
2010 being noticeably smaller—just 1.3 per cent.
Characteristics of home workers
We next look at the characteristics of people who
work from home. Tables 18.2 and 18.3 thus present population estimates that show how the
employed workforce are distributed by their
‘home working status’ across selected demographic and job characteristics using data from
Wave 10 (2010) only. The home working status
variable separates workers into three categories:
(i) people who usually work zero hours at home
(in their main job); (ii) people who usually work
some hours each week at home, but not the
majority; and (iii) people who work the majority
of their usual working hours at home.

Turning now to aggregate hours worked, which
have varied between 27 million and 30 million
(Column 3), and in 2010 represented 7 per cent of
all working hours (Column 4). This compares with
close to 9 per cent in 2001 and almost 8 per cent
in 2002. Columns 5 and 6 report the comparable
figures for employed people who work the majority of hours at home.
We thus conclude that, if anything, the incidence
of working at home in Australia fell during the
decade to 2010. This is surprising given both the
revolution in communications technology and evidence elsewhere in the world (and notably the
United States) that home working is on the rise
(Lister and Harnish, 2011).

To read these tables, consider the results presented
for gender in Table 18.2. The distributions of
employed people are presented in three columns.
The row percentages indicate that almost 77 per

Table 18.1: Trends in the extent of incidence of working at home, 2001 to 2010
All hours worked
at home
Wave

Works at
home (%)

Work most
hours at home (%)

Total hours
(’000s)

Hours worked at home by persons
who work majority of hours at home

Percentage of
working hours

Total hours
(’000s)

Percentage of
working hours

All employed persons
2001

26.8

6.3

30,500

8.9

18,000

5.2

2002

24.6

5.5

27,600

7.9

15,400

4.4

2003

24.5

5.1

27,200

7.7

14,400

4.1

2004

24.6

5.5

27,600

7.6

15,400

4.3

2005

25.1

5.2

27,000

7.2

13,800

3.7

2006

24.0

5.0

27,300

7.1

14,000

3.7

2007

24.3

5.0

28,600

7.2

15,000

3.8

2008

24.2

4.9

27,500

6.8

13,600

3.4

2009

23.7

5.7

30,400

7.5

17,300

4.3

2010

22.8

4.9

28,900

7.0

15,000

3.6

Employees
2001

17.9

1.5

10,300

3.8

2,700

1.0

2002

16.4

1.5

9,600

3.4

2,500

0.9

2003

16.5

1.4

10,300

3.6

2,700

0.9

2004

16.1

1.4

9,700

3.3

2,350

0.8

2005

16.9

1.3

9,900

3.3

2,100

0.7

2006

16.4

1.1

10,500

3.3

2,100

0.7

2007

16.9

1.5

12,000

3.7

3,200

1.0

2008

16.7

1.3

11,800

3.5

2,600

0.8

2009

15.8

1.6

12,400

3.7

3,900

1.2

2010

15.0

1.3

11,200

3.2

2,600

0.8

Note: The panel headed ‘Employees’ excludes owner–managers of incorporated enterprises.
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Table 18.2: The extent of working at home by selected
personal worker characteristics, 2010
Extent of working at home (%) a
None

≤ 50%

> 50%

Male

76.8
(53.7)

19.2
(58.4)

4.0
(44.7)

Female

77.9
(46.3)

16.2
(41.6)

5.9
(55.3)

15–24

95.5
(22.1)

3.8
(3.8)

*0.7
(*2.6)

25–34

79.4
(22.9)

17.6
(22.1)

3.0
(13.6)

35–44

72.4
(21.1)

22.1
(27.9)

5.5
(25.5)

45–54

73.5
(20.6)

21.4
(26.0)

5.1
(22.4)

55–64

66.8
(11.4)

23.6
(17.4)

9.6
(26.0)

59.8
(1.9)

20.6
(2.9)

19.6
(9.9)

78.0
(79.0)

17.3
(76.1)

4.7
(76.0)

Main Englishspeaking country

68.5
(7.5)

24.7
(11.7)

6.9
(11.9)

Non-Englishspeaking country

79.1
(13.5)

16.4
(12.2)

4.5
(12.2)

Major city

77.3
(69.4)

18.2
(70.6)

4.6
(64.6)

Inner regional

78.9
(20.7)

15.9
(18.1)

5.2
(21.6)

Outer regional

75.0
(8.4)

18.8
(9.1)

6.2
(11.0)

Remote areas

68.8
(1.5)

22.9
(2.1)

8.3
(2.8)

88.3
(39.9)

9.4
(18.5)

2.3
(16.1)

81.5
(2.5)

13.6
(1.8)

*4.9
(*2.4)

Couple without
dependents

72.0
(33.8)

21.6
(43.9)

6.4
(47.8)

Couple with dependents

69.6
(23.8)

24.2
(35.8)

6.3
(33.8)

Below Year 12

84.4
(22.8)

10.4
(12.1)

5.2
(22.1)

Year 12

86.9
(22.3)

10.5
(11.6)

2.7
(10.7)

Certificate or diploma

78.4
(33.0)

16.8
(30.6)

4.9
(32.3)

Degree or higher

63.3
(22.0)

30.3
(45.7)

6.4
(35.0)

77.8
(84.5)

17.9
(84.2)

4.3
(74.0)

Not work limiting

81.0
(8.2)

13.9
(6.1)

5.1
(8.1)

Work limiting

69.1
(7.4)

20.5
(9.7)

10.4
(17.9)

Gender

Age group (years)

65 and over
Country of birth
Australia

Remoteness

Family status
Single without
dependents
Single with dependents

Education

Disability
None

Notes: * As a result of small sample size, estimate may not be reliable.
a Both row percentages and column percentages are reported. The column
percentages are reported in parentheses.

110

Families, Incomes and Jobs, Volume 8

cent of male employees usually work zero hours at
home, another 19 per cent work some hours (but
not the majority) at home, and just 4 per cent work
the majority of their usual working hours at home.
For females the comparable percentages are 78 per
cent, 16 per cent and 6 per cent. We also report, in
parentheses, the column percentages. Thus 54 per
cent of all people who work zero hours at home are
male and 46 per cent are female. By comparison,
among people who work some hours at home the
distribution is 58 per cent male and 42 per cent
female, while among those who work the majority
of hours at home the distribution is 45 per cent male
and 55 per cent female. In summary, men are more
prevalent among people working a few hours at
home, while women are more prevalent among
people working the majority of their hours at home.
Table 18.2 also reports how the extent of working
at home varies with age group, country (region) of
birth, remoteness of location, marital status, the
presence of dependent children (defined here as
all children under the age of 15 years who live
with the respondent), educational attainment and
the presence of a long-term health condition or
disability (that restricts everyday activities). The
table shows the likelihood of being someone who
works the majority of their working hours at home:
(i)

rises with age (and is especially pronounced among the very oldest cohort),
suggesting that home working may be
used by some workers as a strategy for
transitioning into or delaying retirement;
(ii) is somewhat more pronounced among
immigrants from an English-speaking
country;
(iii) increases with the distance people live
from a major city;
(iv) is more common among couples
(though these differences may be driven
in large part by correlations with age);
(v) is relatively more common among both
the most educated and the least educated;
and
(vi) is more common among people with
long-term health conditions and disabilities that are work-limiting.

Furthermore, while working at home is more
common among couples than among single persons, it is only among the latter group that the
presence of dependent children seems to matter.
In part this reflects differences by sex that are not
revealed in Table 18.2. Specifically, we find that
among women the presence of dependent children is always associated with a higher likelihood
of working most hours at home. In contrast,
among men this is only true of singles.
Table 18.3 presents similar statistics for a set of job
characteristics: working hours; employment and
contractual status; occupation (one-digit ASCO2)
sector; industry (one-digit ANZSIC); and length of
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job tenure. Again, the extent of working at home
exhibits clear bivariate associations with all of
these variables. Focusing on the differences
between those working the majority of hours at
home and all other workers, Table 18.3 indicates
that home workers:
(i)

are more likely to be working part-time
(54 per cent work part-time hours compared with 32 per cent of people who

work zero hours at home, and just 18
per cent among people who work a few
hours each week at home);
(ii)

as previously mentioned, are far more
likely to be either self-employed or
employees of their own business;

(iii) are, among the minority of home workers that are employees, relatively more
likely to be employed on a casual basis;

Table 18.3: The extent of working at home by selected job characteristics, 2010
Extent of working at home (%)a
None
Employment status
Employed full-time

≤ 50%

Extent of working at home (%)a

> 50%

None

≤ 50%

> 50%

Industry (one-digit ANZSIC)
Agriculture,
45.7
forestry and fishing
(1.4)

25.4
(3.5)

28.9
(13.9)

75.5
(67.8)

21.2
(82.2)

3.3
(46.4)

81.1
(32.3)

10.4
(17.8)

8.5
(53.7)

84.9
(93.5)

13.8
(65.4)

1.3
(22.6)

Employee of own business 36.4
(2.8)

43.2
(14.3)

20.4
(24.6)

Self-employed

31.5
(3.7)

40.0
(20.3)

28.5
(52.9)

Contract type (employees only)
Casual
94.1
(23.7)

4.0
(6.4)

1.9
(30.8)

Retail trade

Employed part-time
Employee type
Employee

Mining

89.4
(1.6)

10.6
(0.8)

0.0
(0.0)

Manufacturing

88.2
(9.9)

9.7
(4.7)

2.2
(3.8)

Electricity, gas, water
and waste services

82.1
(0.9)

14.4
(0.7)

*3.6
(*0.6)

Construction

73.1
(8.1)

22.3
(10.6)

4.6
(7.8)

Wholesale trade

66.3
(2.7)

25.4
(4.5)

8.3
(5.3)

89.5
(12.0)

9.4
(5.4)

*1.1
(*2.3)

Fixed term

78.7
(9.3)

20.0
(14.8)

1.3
(10.3)

Accommodation and
food services

91.2
(7.5)

7.8
(2.8)

*1.0
(*1.2)

Permanent

83.1
(67.1)

15.7
(78.8)

1.1
(58.9)

Transport, postal
and warehousing

84.4
(4.9)

11.9
(3.0)

*3.7
(*3.3)

85.6
(20.3)

11.6
(11.8)

2.8
(10.6)

Information media and
telecommunications

70.6
(2.1)

24.9
(3.1)

*4.6
(*2.1)

1–5 years

82.5
(44.2)

14.2
(32.8)

3.3
(28.1)

Financial and
insurance services

77.2
(3.8)

16.9
(3.6)

*5.9
(*4.2)

6–10 years

71.9
(17.1)

21.6
(22.2)

6.5
(24.5)

Rental, hiring and
real estate

65.0
(1.4)

25.5
(2.3)

*9.5
(*3.1)

11–20 years

68.1
(11.9)

25.6
(19.2)

6.4
(17.5)

Professional, scientific
and technical services

62.3
(6.7)

24.8
(11.5)

12.9
(21.5)

59.3
(6.5)

29.6
(14.1)

11.1
(19.4)

Administrative and
support services

71.8
(3.1)

20.8
(3.9)

7.4
(5.0)

Occupation (one-digit ASCO2)
Managers
53.3
(8.9)

Public administration
and safety

87.8
(8.1)

12.0
(4.8)

*0.3
(*0.4)

37.4
(27.0)

9.2
(24.4)

Education and training

52.9
(6.7)

43.7
(23.9)

3.5
(6.8)

Health care and
social assistance

87.9
(13.6)

9.7
(6.4)

2.5
(6.1)

Job tenure
Less than 1 year

More than 20 years

Professionals

61.9
(18.6)

30.9
(40.1)

7.2
(34.1)

Technicians and trades

82.5
(15.0)

14.7
(11.6)

2.8
(8.0)

Arts and recreation
services

79.7
(1.8)

10.8
(1.0)

*9.6
(*3.3)

Community and
personal service

90.3
(11.7)

6.3
(3.6)

3.4
(7.3)

Other services

72.4
(3.8)

16.2
(3.6)

11.4
(9.3)

Clerical and administration 85.5
(17.1)

7.8
(6.8)

6.7
(21.2)

Sales workers

87.9
(10.7)

10.5
(5.6)

*1.6
(*3.0)

Working hours preferences
Fewer
67.4
(22.4)

27.9
(41.0)

4.7
(25.3)

92.5
(7.2)

7.0
(2.4)

*0.5
(*0.6)

93.1
(10.8)

6.2
(3.1)

*0.7
(*1.4)

76.5
(77.2)

17.5
(76.3)

6.0
(95.9)

79.8
(22.8)

19.3
(23.7)

0.9
(4.1)

Machinery operators
and drivers
Labourers
Sector of work
Private
Public

About the same

79.2
(60.7)

15.9
(52.3)

4.9
(60.2)

More

87.1
(16.8)

8.1
(6.8)

4.9
(14.5)

Notes: * As a result of small sample size, estimate may not be reliable. a Both row percentages and column percentages are reported. The column percentages
are reported in parentheses.
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(iv) tend to have much longer average job
tenure than other workers (with almost
20 per cent reporting being in their current main job for more than 20 years).
(v)

are relatively over-represented in whitecollar occupation groups, and more
specifically Managers, Professionals, and
Clerical and administration workers;

(vi) are very over-represented in the
Agriculture, forestry and fishing industries (reflecting the fact that many farmers live at their main place of work),
with this industry accounting for 14
per cent of all home workers, and
Professional, scientific and technical services, accounting for 21 per cent of all
home worker employment;
(vii) are also relatively over-represented in
Wholesale trade, Arts and recreation services, and Other services (which
together account for 17.5 per cent of
home worker employment); and
(viii) are extremely uncommon in the public
sector.

Particularly interesting is the relationship between
working from home and working hours. As mentioned above, more than half of all people who
work the majority of their working hours at home
are working what is usually considered to be parttime (less than 35 hours per week). In fact, average
usual hours per week (in their main job) within this
group is 29.5. This compares with 34.4 hours
among people who work zero hours at home and
42.8 hours among those who work some hours at
home, but not the majority. Further, these differences are robust to adjustments for other covariates
that might be associated with working time (such as
gender, age, employment status, industry and the
like). Simple regression analysis finds that compared with the average person who works zero
hours at home, a home worker works 5.9 fewer
hours per week (in their main job) on average
while a person who works a few hours at home
each week works 4.6 more hours.6
Further, among those who work some hours at
home, mean working hours at home are 6.8. Thus
if these hours had not been worked, the average
work week would be 35, very similar to the average work week for those who do not regularly
work at home. These patterns in working time are
also associated with systematic differences in working hours preferences. The HILDA Survey also asks
respondents to indicate whether they would prefer
more or fewer hours (in all jobs), after taking into
account how any changes in hours worked might
affect their incomes. As reported in Table 18.3,
those persons who only work a few hours each
week at home are relatively more likely to express
a preference for working fewer hours: 41.0 per cent
expressed a preference to work fewer hours, which
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compares with only 22.4 per cent of employed
people who undertake zero work at home. In contrast, only 25.3 per cent of employed people who
worked the majority of hours at home expressed a
preference to work fewer hours each week, only a
little higher than the fraction among employed
people who work zero hours at home.
In part, these differences are driven by differences
in the average work week length with, as noted
earlier, persons who work the majority of their
hours at home much more likely to be working
part-time. It thus might have been expected that a
large proportion of this group would be underemployed—that is, desire more hours. In fact,
fewer than 15 per cent of this group expressed a
preference for more hours, which is a smaller fraction than among most other workers.
Transitions in and out of home working
Finally, we briefly examine the extent to which
working at a home is a stable state. To do this we
report, in Table 18.4, average annual (i.e. year-toyear) rates of transitions between different labour
market states where employment states are differentiated by the extent of working at home. We
restrict the sample to persons aged between 25
and 64 years.
Consistent with other analyses of labour force transitions using the HILDA Survey data, Table 18.4
reveals considerable state dependence—the best
predictor of what labour force state an individual
will be in one year from now is their current labour
force state. Nevertheless, it is also clear that there
is considerable movement out of home working.
Thus about one in every three employed persons
who currently work the majority of their hours at
home will one year later be working considerably
fewer hours at home; 13 per cent will be working
zero hours at home and 17 per cent, while still
working some hours at home, will no longer be
spending the majority of their work time at home.
We can also see that a relatively large proportion
of ‘home workers’ (almost 10 per cent of those
aged 25 to 64 years) exit the labour force each
year. This reflects the older average age of home
workers, which in turn may reflect the use of both
working at home and self-employment as a strategy for transitioning towards retirement. It may
also reflect the tendency for home workers in
some households to be secondary income earners.
Rates of entry into ‘home working’, of course, are
relatively small. Not explicitly shown in Table
18.4, these new entrants are distributed between
employed persons who previously worked a
minority of hours at home (44 per cent of all
annual entrants into ‘home working’), employed
persons who previously worked zero hours at
home (31 per cent) and persons from outside the
labour force (22 per cent).
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Table 18.4: Annual average labour market transition rates by home worker status, 2001 to 2010—All persons aged
25 to 64 years (%)
Labour market status in Wave t + 1
Employed
Hours worked at home, t + 1
Labour market status in Wave t

None

≤ 50%

> 50%

Unemployed

Not in the
labour force

Total

Employed, no hours worked at home

83.3

9.0

1.1

1.4

5.3

100.0

Employed, ≤ 50% of hours worked at home

28.0

63.1

4.6

0.7

3.5

100.0

Employed, > 50% of hours worked at home

12.9

17.4

59.1

0.8

9.8

100.0

Unemployed

37.5

3.5

1.8

25.4

31.8

100.0

9.6

1.9

1.7

3.6

83.3

100.0

Not in the labour force
Note: Percentages may not add up to 100 due to rounding.

Summary

Endnotes

A relatively large proportion of Australian workers
(almost 23 per cent in 2010) work at least some
hours as part of their paid employment at home
each week. Most of these, however, work less
than 10 hours a week working at home. Relatively
few workers (just 5 per cent) could be described
as ‘home workers’ in the sense that they work
the majority of their hours at home. Most of
these ‘home workers’ are self-employed; just
1.3 per cent of employees spend the majority
of their working hours each week at home.
Further, only about 60 per cent of this group have
a formal arrangement with their employer to work
at home.

1

This article draws heavily on a report prepared by
the authors for the Department of Broadband,
Communications and the Digital Economy in May 2012.

2

See, Ted Schadler, ‘Telecommuting will rise to include
43 per cent of US workers by 2016’, Forrester Blogs,
<http://blogs.forrester.com/ted_schadler/09-03-12-tele
commuting_will_rise_include_43_us_workers_2016>.

3

Main location of work is defined as that location where
the most hours of work are worked in the survey reference week.

4

Our estimates will slightly underestimate the incidence
of hours worked at home given we are forced to restrict
our attention to hours worked in the main job. There
will be people who work at home in their second job.
This, however, will have at most a small effect, both
because only a relatively small fraction of the employed
workforce has a second job (8 per cent in 2010) and
because, by definition, the number of hours worked in
second (and third) jobs is relatively small.

5

Data from the ABS Labour Force Survey (ABS, 2012,
Table 8) reveal that the share of total employment in
Australia accounted for by employers and own-account
workers fell from an annual average of 12.8 per cent in
2000 to 11.3 per cent by 2010.

6

An ordinary least squares regression was estimated where
the dependent variable was usual hours worked in main
job, and included controls for all variables listed in Tables
18.2 and 18.3. The adjusted R-squared was 0.41.

If anything, the incidence of working at home in
Australia fell over the course of the last decade.
For most of this period, however, the estimated
incidence has varied between 5.5 per cent and
4.9 per cent. People who spend the majority of
their working hours at home are more likely to
be female, older, and have a long-term health
condition or disability. They also have quite
distinctive job characteristics. They tend to be
concentrated in managerial, professional and
clerical occupation groups, and are relatively
highly concentrated in the agriculture, forestry and
fishing, and professional, scientific and technical
services industries.
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ANZSIC
ANZSIC is the Australia and New Zealand
Standard Industry Classification. Adopted by the
Australian Bureau of Statistics (ABS) in 2006, it
classifies the economic activity of firms and other
employers. It has a structure comprising categories
at four levels: ‘divisions’ (the broadest level); ‘subdivisions’; ‘groups’; and ‘classes’ (the finest level).
These levels are commonly referred to as ‘onedigit’, ‘two-digit’, ‘three-digit’ and ‘four-digit’,
reflecting the number of digits used in the code to
describe each category. At the one-digit level, 17
industry categories are distinguished, while at the
two-digit level, 53 categories are distinguished,
each of which fits within one of the one-digit categories. See ABS Catalogue No. 1292.0 for details.
ASCO2
ASCO2 stands for the Australian Standard
Classification of Occupations, 2nd edition. This is
the Australian Bureau of Statistics (ABS) classification scheme for occupations. It is based on a conception of types of tasks and skill-level requirements. It has six ‘levels’, with 10 occupation groups
distinguished at the highest level of aggregation,
known as the one-digit level, 54 groups distinguished at the next (two-digit) level of aggregation,
and so on. See ABS Catalogue No. 1220.0 for details.
Balanced panel
A longitudinal household survey is known as a
household panel study. A balanced panel restricts
the sample to individuals who have responded to
the survey in all waves of the period under study.
For example, a balanced panel for Waves 1 to 10
of the HILDA Survey consists of individuals who
have responded in all ten waves.
Casual employment
Casual employment is a form of employment
unique to Australia. It is characterised by flexibility for employers and employees in the number
and timing of hours worked from week to week
(including the ability for employers to very readily
reduce hours to zero). Typically, employees are
not entitled to paid annual and sick leave.
Child poverty
Measures of child poverty presented in this report
give the number of children under 18 years of age
living in households with an equivalised income
below the poverty line (be it a relative or absolute
poverty standard).

tend to be associated with large values of Y and
small values of X tend to be associated with small
values of Y). A negative value for the correlation
implies a negative or inverse association (large
values of X tend to be associated with small values
of Y and vice versa).
Deciles and quintiles
A decile is any of the nine values that divide data
that have been sorted from lowest to highest into
10 equal parts, so that each part represents onetenth of the sample or population. Thus, for example, the first decile of the income distribution cuts
off the lowest 10 per cent of incomes, and people
in the first (or bottom) decile have the lowest 10
per cent of incomes. A quintile is any of the four
values that divide data that have been sorted from
lowest to highest into five equal parts; for example, people in the first (or bottom) quintile have
the lowest 20 per cent of incomes.
Dependent child
The definition of a dependent child used in this
report follows the ABS approach (see Australian
Bureau of Statistics (1995) Standards for Statistics
on the Family, Catalogue No. 1286.0, ABS,
Canberra). According to this definition, a dependent child is: (i) any child under 15 years of age;
or (ii) a child aged 15 to 24 years who is engaged
in full-time study, not employed full-time, living
with one or both parents, not living with a partner, and who does not have a resident child of
their own.
Disability
The International Classification of Functioning,
Disability and Health (ICF), produced by the
World Health Organization, defines disability as an
umbrella term for impairments, activity limitations
and participation restrictions. It denotes the negative aspects of the interaction between an individual’s health conditions and the various contextual
(environmental and personal) factors of that individual. In this report, a person is defined to have
a disability if they have ‘any long-term health condition, impairment or disability that restricts the
individual in everyday activities and which has
lasted, or is likely to last, for six months or more’.
This is an ‘operational’ definition of disability
which is very similar to that used in many household surveys, such as the Australian Bureau of
Statistics Survey of Disability, Ageing and Carers.
Dummy variable

Correlation coefficient
A correlation coefficient, often referred to as a
Pearson correlation coefficient, is a number
between −1 and +1 that measures the degree of
(linear) association between two variables (call
them X and Y). A positive value for the correlation
implies a positive association (large values of X

116

Families, Incomes and Jobs, Volume 8

Used in regression analysis, a dummy variable is
an indicator variable equal to one if a particular
characteristic or event is present, and is equal to
zero otherwise. In OLS regression, the coefficient
on a dummy variable is interpreted as the mean
effect on the dependent variable of the presence of
the characteristic/event, holding all else constant.
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Equivalence scale and equivalised income
Equivalised income is a measure of material living
standards, obtained by adjusting household disposable income for the household’s ‘needs’. In
practice, it is common for adjustment of income to
be based only on the number of adult and child
household members, achieved by an equivalence
scale. In this report, we have used the ‘modified
OECD’ scale, which divides household income by
1 for the first household member plus 0.5 for each
other household member over 15 years of age,
plus 0.3 for each child under 15. A family comprising two adults and two children under 15
years of age would therefore have an equivalence
scale of 2.1 (1 + 0.5 + 0.3 + 0.3), meaning that the
family would need to have an income 2.1 times
that of a lone-person household in order to
achieve the same standard of living.
Fixed-effects regression
An econometric technique often applied to panel
data, fixed-effects regression involves accounting
for the effects of all characteristics of sample members that do not change over time. For example, if
we are interested in how life events impact on life
satisfaction, a fixed-effects model is useful
because we can control for (remove the effects of)
fixed individual traits such as optimism and pessimism. This is achieved by examining how the
outcome of interest (e.g. life satisfaction) changes
at the individual level in response to changes in
explanatory variables (e.g. income). For example,
a fixed-effects model will find a positive effect of
income on life satisfaction if individuals who
experience increases in income from one year to
the next tend to exhibit increases in life satisfaction over the same period, and individuals who
experience decreases in income from one year to
the next tend to exhibit decreases in life satisfaction over that period.
Gini coefficient
The Gini coefficient is a measure of dispersion
often used as a measure of inequality of income
and wealth. It ranges between 0 and 1, a low
value indicating a more equal distribution and a
high value indicating a more unequal distribution.
‘Zero’ corresponds to perfect equality (everyone
having exactly the same) and ‘one’ corresponds to
perfect inequality (where one person has everything and everyone else has nothing).
Household disposable income
The main household income measure examined
in this report is ‘real household annual disposable
income’. Household annual disposable income is
the combined income of all household members,
after receipt of government pensions and benefits
and deduction of taxes, in the financial year ended
30 June of the year of the wave (e.g. 2001 in
Wave 1). This is then adjusted for inflation—the

rise in the general price level in the economy—
using the Australian Bureau of Statistics Consumer
Price Index, so that income in all waves is
expressed at December 2010 prices, to give real
income. Since prices tend to rise over time, the
incomes statistics we present for Waves 1 to 9 are
higher than what would be obtained from using
incomes actually reported by sample members.
Household expenditure and consumption
Households spend money on both non-durable
and durable goods and services. Non-durables—
goods and services consumed fairly soon after
purchase—include such items as groceries, fuel
and holiday expenditures. Durables, by contrast,
are typically consumed over long periods of time,
and include such items as housing, cars, household appliances and furniture. To measure nondurable consumption of a household during a particular period, it is generally sufficient to measure
expenditure on non-durables in that period.
However, measuring durables consumption is
more difficult. First, the full stock of durables held
by the household needs to be known; some
durables may have been purchased in the period
being examined, but most will have been purchased previously. Second, we need to estimate
the value of the consumption services delivered
by those durables in the period—for example,
impute a rental value for owner-occupied housing—something that is inherently difficult to do.
Income mobility
In this report, income mobility refers to the extent
to which individuals’ household incomes change
relative to each other. It is measured by sorting
incomes in each period (e.g. year) from lowest to
highest and then examining changes in each individual’s rank in the distribution. The greater the
changes in individuals’ ranks—that is, the more
individuals change ranks and the bigger the
change in each individual’s rank—the greater is
income mobility.
Income poverty
A variety of alternative definitions and measures of
income poverty exist, but most common are measures that determine poverty status of an individual based on whether income falls above or below
a particular threshold. A relative poverty line is an
income poverty threshold that maintains its value
relative to average community living standards
over time. It is based on the notion that a person
is in poverty if he or she is unable to afford the
goods and services needed to enjoy a normal or
mainstream lifestyle in the country in which they
live. In this report, we define a person to be in relative income poverty if household equivalised
income is less than 50 per cent of the median
household equivalised income. An absolute
poverty line is an income poverty threshold which
has its real value held constant over time rather
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than adjusted with changes in average living standards. It is ‘absolute’ in the sense that the purchasing power of the poverty line—the basket of
goods and services that it can purchase—remains
fixed over time. The level at which an absolute
poverty line is set may nonetheless be based on
the level of a relative poverty line obtained at a
particular point in time, for example the beginning
of the time period under study.
Labour force status
Analysts of the labour market distinguish three main
labour force states: employed, unemployed and not
in the labour force. Both the unemployed and those
not in the labour force are not employed, but the
unemployed are actively seeking and available for
employment. It is common to further disaggregate
these three categories of labour force status. Among
the employed, full-time workers (35 or more hours
per week) are distinguished from part-time workers,
and among part-time workers, the underemployed
—those seeking more hours of employment—are
distinguished from other part-time workers. Among
the unemployed, a distinction is sometimes drawn
between those seeking full-time work and those
seeking part-time work. Among people not in the
labour force, several distinctions are often made
based on the degree of ‘attachment’ to the labour
market. This includes identifying the marginally
attached—people who want to work and are either
available to start work but are not currently looking,
or are looking for work but are not currently available. The labour force participation rate is the ratio
of those in the labour force to the total population,
with the population usually restricted to people
aged 15 years and over.
Mean, median and mode
The mean, median and mode are all measures of
central tendency. The mean is the statistical term
used for what is more commonly known as the
average—the sum of the values of a data series
divided by the number of data points. The median
is the middle data point in data sorted from lowest
to highest value; 50 per cent of the data points will
lie below the median and 50 per cent above it.
The mode is simply the most frequently occurring
value of a data series.

it difficult to interpret coefficient estimates. We
therefore report ‘mean marginal effects’ estimates,
which provide a straightforward way of ascertaining the effects of explanatory variables that are
analogous to those obtained in linear regression
models—that is, the effect on the dependent variable of a one-unit increase in the explanatory variable. Specifically, continuing with the example
above, the mean marginal effect estimate for the
income variable is the mean effect on the probability of entering the top wealth decile, evaluated
over all members of the sample, of a one-dollar
increase in income.
Ordinary Least Squares (OLS) regression
OLS regression is a technique for estimating linear
associations between a dependent variable (such
as earnings) and one or more independent (or
explanatory) variables (such as age and educational attainment). The method finds the linear
combination of the explanatory variables that minimises the sum of the squared distances between
the observed values of the dependent variable and
the values predicted by the regression model.
Probit models
Probit models are statistical techniques used to
estimate the effects of factors, such as age and
educational attainment, on a ‘qualitative’ or categorical dependent variable, such as labour force
status. (The variable ‘labour force status’ is qualitative because it is not naturally ‘quantitative’ or
numerical, such as is the case with income.) The
standard probit model examines ‘binary’ dependent variables, which are variables with only two
distinct values, and estimates obtained from these
models are interpreted as the effects on the probability the variable takes one of those values. For
example, a model might be estimated on the probability an individual is employed (as opposed to
not employed). Multinomial probit models are
used when the dependent variable takes on more
than two values—for example, when examining
the determinants of whether an individual is
employed, unemployed or not in the labour force.
Quintiles—see deciles
Region of residence

Mean marginal effects
Qualitative dependent variable models, such as
probit, are ‘non-linear’, meaning that the effects of
explanatory variables on the probability of an outcome depend upon the value of that explanatory
variable at which the effects are evaluated, and
indeed also depend on the values of the other
explanatory variables at which they are evaluated.
For example, in the probit models of the probability of exiting and entering the top wealth decile,
presented in Chapter 13, the effect of income will
depend on the level of income and also the values
of the other explanatory variables. This makes

118

Families, Incomes and Jobs, Volume 8

There are various ways of characterising the region
of residence of sample members. In this report, we
primarily characterise regions by population density, classifying households into three categories:
major urban (cities with populations of 100,000 or
more); other urban (towns and cities with populations of 1,000 to 99,999); and other regions (towns
with populations less than 1,000 and rural and
remote areas). In some analyses, region is classified according to the Accessibility/Remoteness
Index of Australia (ARIA) scores derived from the
2001 Census. ARIA is based on the distance from a
set of predefined services and not the size of the
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population, with a score assigned to each Census
Collection District (CD). In this report, four types
of region are distinguished: major cities; inner
regional Australia; outer regional Australia; and
remote and very remote Australia. Approximately
two-thirds of the in-scope Australian population
resides in a major city. Note that, based on accessibility to services, Darwin is classified as outer
regional and Hobart is classified as inner regional.
Regression models
In statistical analysis, a regression model is used to
identify associations between a ‘dependent’ variable (such as earnings) and one or more ‘independent’ or ‘explanatory’ variables (such as measures
of educational attainment and work experience).
In particular, it shows how the typical value of the
dependent variable changes when any one of the
independent variables is varied and all other independent variables are held fixed. Most commonly,
regression models estimate how the mean value of
the dependent variable depends on the explanatory variables—for example, mean (or ‘expected’)
earnings given a particular level of education and
work experience. Different types of regression
models are used depending on factors such as the
nature of the variables and data, and the ‘purpose’
of the regression model. Various types of models
are estimated in this report, and are explained in
separate entries in the glossary. (See the entries for
Ordinary Least Squares (OLS) regression, probit
models and fixed-effects regression.)
Relative standard error
The standard error of an estimate is a measure of
the precision with which the estimate is estimated.
For example, assuming statistical independence of
the values in the sample, the standard error of the
mean of a variable (such as income) is the standard
deviation of the variable divided by the square root
of the sample size, and there is a 95 per cent probability that the true mean lies within 1.96 standard
deviations of the estimated mean. The relative
standard error of an estimate is the ratio of the
standard error to the value of the estimate. In this
report, we have marked with an asterisk (*) estimates which have a relative standard error greater
than 25 per cent. Note that a relative standard error
that is less than 25 per cent implies there is a
greater than 95 per cent probability the true quantity lies within 50 per cent of the estimated value.
SEIFA
Socio-Economic Index for Areas, constructed by
the Australian Bureau of Statistics (ABS) using

Census data. SEIFA is a suite of four indexes that
can be used to explore different aspects of socioeconomic conditions by geographic areas. For
each index, every geographic area in Australia is
given a SEIFA number which shows how disadvantaged that area is compared with other areas in
Australia. In analysis presented in this report, the
SEIFA index used is the Index of Relative SocioEconomic Advantage and Disadvantage, which is
derived from Census variables such as low
income, low educational attainment, unemployment, and dwellings without motor vehicles. For
more information, see Australian Bureau of
Statistics (2009) Information Paper: An
Introduction to Socio-Economic Indexes for Areas
(SEIFA), Catalogue No. 2309.0, ABS, Canberra.
SF–36 general health measure
The SF–36 Health Survey is a 36-item questionnaire that is intended to measure health outcomes
(functioning and wellbeing) from a patient point
of view. It was specifically developed as an instrument to be completed by patients or the general
public rather than by medical practitioners, and is
widely regarded as one of the most valid instruments of its type. See <http://www.sf-36.org/> for
further details.
Standard deviation
The standard deviation is a measure of variability
or ‘dispersion’ of a variable. It is equal to the
square root of the mean squared difference of a
variable from its mean value. Expressed formally,
the standard deviation of a variable x is
N

, where there are N values of the
N

variable and x̄ is the mean value of the variable—
that is, x̄ =

.

Statistical significance
In the context of statistical analysis of survey data,
a finding is statistically significant if it is unlikely to
be simply due to sampling variability—that is, if it
is unlikely to be due to random factors causing
specific characteristics of the survey sample to
differ from the characteristics of the population. A
common standard is to regard a difference
between two estimates as statistically significant if
the probability that they are the different is at least
95 per cent. However, 90 per cent and 99 per cent
standards are also commonly used. Note that a statistically significant difference does not mean the
difference is necessarily large or significant in the
common meaning of the word.
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