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Executive summary 
Purpose and approach 

This paper is one in a series of detailed background papers that support the Treasury’s 
Wellbeing Report. In the Wellbeing Report, Treasury is required to describe the state 
of wellbeing in this country and how it has changed over time. 

An earlier background paper summarised trends between 2000 and 2020 in the 
12 domains of wellbeing in the Treasury’s Living Standards Framework (The Treasury, 
2022a). In that paper the Treasury reported that life is better for some people than for 
others and that life has got better over time in some ways but worse in others. In other 
words, the state of wellbeing in this country is distributed in complex ways across  
us as a people, some of us being more advantaged than others. 

This paper examines this complex multi-dimensional distribution of advantage in more 
detail. We look at the extent to which multiple types of material and non-material 
advantage and disadvantage are clustered together, the extent to which advantage 
and disadvantage are persistent and some of the key sources of advantage and 
disadvantage.  

To evaluate the distribution of advantage requires us to confront four related 
challenges, the: 

• conceptual challenge of how to define advantage and disadvantage 

• statistical challenge of measuring advantage and disadvantage 

• scientific challenge of understanding what causes advantage and disadvantage 

• normative challenge of assessing whether advantage and disadvantage is cause 
for concern based on its level, its causes and its consequences. 

This paper represents an initial exploration of each challenge based on the evidence 
base as it stands, with a focus on the statistical and scientific questions. A key 
conclusion of the paper is that we know less about the distribution of advantage and its 
causes than is ideal. But even if we had better information, quite different 
interpretations of the evidence are still possible, depending on one’s own value 
judgements. In this paper we highlight some of the differing interpretations of the 
evidence that are possible based on different kinds of values. In doing so we draw  
on a forthcoming Treasury analytical note summarising key (normative) theories 
of distributive justice (Thompson, forthcoming). 

Overview 

The distribution of advantage and disadvantage typically results from the interplay 
between choice and circumstance, and the evidence base can only partly separate 
the two. This issue is particularly acute when considering patterns of advantage over 
the course of a person’s life. Circumstances and choices at one age can shape the 
circumstances and choices available at future ages. Economists such as James 
Heckman have described this process as one of state dependence, and sociologists 
such as Robert Merton have described it as one of cumulative advantage.  
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The circumstances that one is born into and experience as a child are particularly 
important as they are associated with and likely cause, to some extent, patterns 
of advantage and disadvantage right across one’s life. The circumstances of childhood 
are in turn at least partly a product of parental choice. Some circumstances, such 
as learning disabilities and other types of childhood disability, are largely a matter 
of fate. But parents do play an important role in shaping childhood circumstances 
through their own decisions, such as when to have children, for example. People who 
have children while still young themselves can find it more challenging to create the 
fertile environment for development that all parents wish for their children. From this 
perspective at least, it is encouraging that the number of live births for every 1,000 
women aged 15 to 19 fell from 28 in 2000 to just 10 in 2021.1  

Other parents, such as some sole parents and disabled parents, can find it challenging 
to provide a nourishing environment for their children for other reasons. Many are able 
to do so but rates of material hardship are higher among children in these families. 
Across all children, rates of material hardship have fallen substantially in recent years 
but rates remain elevated for children in sole-parent families, disabled families, and for 
disabled children. More than half of children in hardship are in a family with at least one 
disabled person. 

Choice and circumstance play out across people’s lives in a succession of different 
contexts. One of the earliest and most important contexts is the schooling system. 
An increasing number of children are struggling to gain even basic literacy and 
numeracy at school, especially boys and children from low socio-economic status 
(SES) backgrounds. In 2018, 36% of low-SES boys were assessed as having low 
literacy, compared with just 4% of high-SES girls. Early disadvantage in life is not 
determinative, as most low-SES children successfully overcome the challenges 
of learning in an environment where there may be less nutritious food, less stable 
and healthy housing and so on. But unfortunately, not all low-SES children are 
currently overcoming these additional barriers to learning, with implications for their 
wellbeing across their lives. 

Achievement at school is generally a precondition for achievement at the tertiary level. 
The socio-economic gradient observed at school steepens at the tertiary level. 
For young people with parents in the bottom half of the income distribution, only 10% 
to 20% achieve a bachelor’s degree or higher by age 23. This rate increases steeply 
for children of higher-income parents, with 50% to 60% of children with parents in the 
top income decile achieving higher qualifications by age 23. One implication of this 
is that public funding of tertiary education currently provides disproportionate benefits 
to young people who grew up in more advantaged circumstances. It also 
disproportionately benefits female students, who currently out number male students 
three to two. 

As young people develop into adults, the labour market becomes another important 
context in which most people exercise choice and experience circumstance. 
The difference between the earnings of those with and without degrees is not as high 
in Aotearoa New Zealand as it is in many other countries. This, and our high minimum 
wage, mean there is less inequality in earnings among the employed than in many 
comparable countries. However, at least some of the earnings inequality that exists 
seems to be driven by discrimination in the labour market. Discrimination is a difficult 

 
1  The rate for 20 to 24 year-old women has fallen from 78 in 2000 to 57 in 2021. 
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thing to demonstrate empirically but several studies suggest that certain groups such 
as women and ethnic minorities face discrimination that may lower their earnings 
relative to others with comparable qualifications, experience, occupations and so on.  

When people turn 65 they will often be experiencing greater health-related 
disadvantage than when they were younger – the burden of disease increases steadily 
throughout our lives. But material disadvantage after the age of 65 is reduced by the 
availability of New Zealand Superannuation (among other things). Rates of material 
hardship among older people are low by international standards. People over 65 are 
also less likely to face multiple types of disadvantage at once.  

Multiple disadvantage is most common among those under 65 who find participation 
in the labour market difficult or impossible. This includes many sole parents and people 
with severe disabilities. These two groups experience high rates of material hardship 
and other types of disadvantage. Some of this disadvantage is relatively fleeting but 
a substantial amount of disadvantage is persistent, including among those who 
as children did not achieve basic skills and qualifications at school.  

Another important context in which choice and circumstance play out is housing 
markets. High rates of home ownership among over-65s is another reason why rates 
of material hardship are low among this group. But for younger people, transition from 
renting into owner-occupation is becoming more difficult than in the past and owner-
occupation rates are falling as a result. 

A combination of restrictive zoning laws, falling interest rates and a tax system that 
incentivises investment in housing has, until recently, led to substantial inflation 
in urban land prices over time, in the classic example of what economists and political 
theorists going back to J.S. Mill have called the ‘unearned increment’ in wealth arising 
from market distortions. This has advantaged those lucky enough to be born at a time 
and with the ability to exploit favourable market conditions and has caused 
corresponding disadvantage for others. 

Other markets for investment also shape patterns of advantage and disadvantage. 
Nearly all net wealth is owned by half the population, and most non-housing wealth 
is owned by the wealthiest 10% of people. And in the same way that distortions in our 
housing markets have led to ‘unearned increments’ in wealth among homeowners, 
there is emerging evidence that similar problems in other markets, particularly financial 
and insurance markets, may also have contributed to some profits being higher than 
would be expected in a perfectly competitive market. 

Next steps 

In this paper we do not discuss policy options to address these issues. Nor do we 
confront the difficult trade-offs that tend to accompany policies that have distributional 
impacts. Our aim is that bringing much of the evidence base on distribution together 
in this paper will support the consideration of policy priorities and options in an 
informed public debate between us in Aotearoa New Zealand, recognising that we hold 
diverse values that lead to different conclusions about what we should be concerned 
about and how concerned we should be.  
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The Distribution of Advantage in 
Aotearoa New Zealand 

Introduction 
Purpose and scope 
This paper is one in a series that the Treasury is publishing alongside Te Tai Waiora, 
which was published in November 2022.  

Te Tai Waiora is a new stewardship document that the Treasury must produce every 
four years following passage of the Public Finance (Wellbeing) Amendment Act 2020. 
The relevant section of the Public Finance Act 1989 requires the Treasury, using 
indicators, to describe: 

• the state of wellbeing in New Zealand 

• how the state of wellbeing in New Zealand has changed over time 

• the sustainability of, and any risk to, the state of wellbeing in New Zealand. 

This paper addresses the first two requirements, as did an earlier background paper 
titled Trends in Wellbeing in Aotearoa New Zealand, 2000-2020. That earlier paper 
used the social indicators methodology to assess trends across the various domains 
of wellbeing. It also included some basic between-group comparisons but noted that 
distribution is a more complex topic that would be addressed more fully in a separate 
paper. This is that paper. 

The earlier paper concluded that life in New Zealand has become better in some ways 
and worse in others over the 2000 to 2020 period, and better for some people and 
worse for others. The purpose of this paper is to explore in more detail how and why 
advantage is distributed across us in the way it is. This paper is ideally read alongside 
the earlier paper. 

The distribution of advantage is produced by a complex mix of personal choice, social 
and market interactions, and policy choices we make as a country. This paper does not 
offer detailed policy analysis but we do provide information that helps illuminate some 
of the distributional implications of the policy settings we have chosen as a country 
through our local and national democratic processes. Given that many of these settings 
are long standing and that interpreting their impacts require value judgements, the 
purpose is not to critique Government policy but to support public discussion about 
what kinds of distributional patterns are more or less acceptable to us as a country. 

The approach of this paper is to synthesise existing research and provide an overview 
of what we know and don’t know about the distribution of advantage in this country, 
with reference throughout to international debates and theoretical perspectives 
on distribution. This paper contains little new data analysis, but includes reference 
to recently published work by the Treasury. 
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Te Tai Waiora, the Treasury’s first wellbeing report, has taken the key conclusions from 
this background paper and placed them in a wider context alongside the findings 
of other background papers, including those that focus on topics such as the wellbeing 
of Māori and Pacific peoples, wellbeing through the COVID-19 pandemic, long-term 
sustainability and our societal exposure and resilience to shocks.  

This report includes data created by Treasury and other government agencies using 
the Integrated Data Infrastructure (IDI).  These results are not official statistics. 
They have been created for research purposes from the IDI, which is carefully 
managed by Stats NZ. For more information about the IDI please visit: Integrated data | 
Stats NZ 

Evaluating the distribution of advantage 
Distribution is one of the four analytical prompts in the Living Standards Framework. 
It is a key theme to help analysts assess whether phenomena observed across the 
three levels of the framework are cause for celebration or concern. The distribution 
analytical prompt refers primarily to the statistical distribution of advantage and 
disadvantage across individuals and collectives at the first level of the framework. 
But to evaluate that distribution as good, bad or indifferent requires understanding the 
institutional arrangements that give rise to them, any links between levels of inequality 
and the formation and maintenance of our national wealth and normative assumptions 
or value judgements.  

Figure 1: The Living Standards Framework 

 

https://www.stats.govt.nz/integrated-data/
https://www.stats.govt.nz/integrated-data/
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With the prompts of productivity, sustainability and resilience, more is better (all else 
equal – there may be trade-offs between them). A more productive economy is better 
all else equal, for example. The prompt of distribution is different, because there is no 
simple way of saying what kind of distribution is better than another without making 
very strong and highly contestable assumptions (that more equality is always better 
than less, for example). 

To evaluate the distribution of wellbeing as good, bad or indifferent requires us to 
confront questions of distributive justice. 

As politically neutral public servants, it is not the role of Treasury officials to take 
normative (value) judgements on behalf of the country. In this paper, we do not offer 
a definitive answer to the distributional question of whether the distribution 
of advantage is fair or not. But we do not limit ourselves to purely technical summaries 
of the numbers. Our approach is to support a reasoned examination of value 
judgements by outlining: 

• some of the main theoretical reasons why one might conclude that the current 
distribution of advantage is or is not reason for concern 

• where the available data and evidence may support, refute, or be inconclusive 
in relation to alternative theoretical accounts. 

Complete neutrality is perhaps not possible, in part because the metrics developed by 
researchers often have particular value judgements built into them. But we attempt to 
lay out the different judgements that are possible based on different normative theories. 

A separate Wellbeing Report background paper provides a basic summary of key 
findings from the existing, well-established academic literature on distributive justice. 
To summarise briefly, some of the main value judgements people may make (ie, the 
major theories of distributive justice people might ascribe to) include the following: 

1. The goal should be to maximise the total, aggregate amount of wellbeing in society; 
how this wellbeing is distributed across different people doesn’t matter unless the 
distribution affects the total amount [see Utilitarianism]. 

2. What matters most is the absolute position of the people who are worst off (and not 
how badly they are off compared to others). Inequality of things such as income or 
wealth is only permissible if it is to the advantage of the worst off [see Maxi-min]. 

3. We should avoid trying to impose a particular distribution of outcomes (including 
wellbeing outcomes), and instead focus on the process that got us here. If the 
actions and processes that lead to a given distribution of wellbeing were fair and 
just, then the distribution is fair and just [see Libertarianism]. 

4. Inequality of wellbeing could be the result of people’s choices or it could be caused 
by factors beyond their control.2 It is fair to let people experience the consequences 
(including impacts on their wellbeing) of their own choices, starting from a place of 
equal opportunity; but it is not fair or just to let them suffer for things that they could 
not control [see Luck Egalitarianism]. 

 
2  Choices include decisions over what to study, what type of work to do; accidents of nature include any 

innate abilities/disabilities, and family upbringing. The balance between these explanations (the extent 
to which individuals are responsible for their outcomes) is an empirical matter. 
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5. What matters, ultimately, is the moral equality of people and this requires that we 
can relate to each other as social equals. Inequality of wellbeing and economic 
inequality are morally problematic when they affect people’s ability to live in society 
as equals [see Relational Egalitarianism].  

6. Inequality of wellbeing itself is not necessarily a problem. What lies behind a 
concern with unequal wellbeing and economic inequality is actually an intuition that 
we ought to give weighted priority to those who are worst off [see Prioritarianism]. 

7. Inequality of wellbeing itself is not necessarily a problem. What lies behind a 
concern with unequal wellbeing and economic inequality is a concern with poverty. 
We need to ensure that each person has enough, or sufficient, wellbeing [see 
Sufficientarianism]. 

Structure of this paper 
This paper is divided into two parts. The first part considers disadvantage. The second 
considers advantage and inequality. 

Part one: Disadvantage 

Part one covers the question of who is disadvantaged and in what ways. Disadvantage 
can be understood in a material and non-material sense. The simplest conception 
of disadvantage is about material hardship or a lack of basic commodities such 
as food, clothing and shelter. This is the first topic we discuss. We then discuss 
the concept of income poverty, defined as having an income below some threshold 
of minimum acceptability.  

The second section discusses an important non-material type of disadvantage: poor 
health and education. Health and educational disadvantage can drive income poverty 
and material hardship and can also limit people’s capability to pursue broader 
aspirations so is important in its own right. 

The third section discusses the related topics of multiple disadvantage and social 
exclusion. The concept of multiple disadvantage notes that disadvantage can 
compound across multiple dimensions. So someone who is in hardship and is also 
suffering from poor health is in a sense more disadvantaged than someone for whom 
only one of these things is true. In discussing multiple disadvantage we also consider 
the wider range of wellbeing domains in which people can be disadvantaged, such 
as connections to friends and family, safety, and cultural capability. We consider how 
people can be excluded from society by disadvantage in one or more domain of life 
and how discrimination and other social factors can make disadvantage more or less 
exclusionary. 

Part two: Advantage and inequality 

In part two we look beyond disadvantage to consider the overall distribution of income, 
consumption and wealth.  

Section four summarises the key numbers for inequality in household income and 
consumption, then explores two of the most important sources of inequality of this type: 
inequality in labour market earnings, and patterns of household formation. Depending 
on one’s views, the role of these factors may provide evidence that the inequality they 
produce is more or less concerning.  
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Section five takes a similar approach for wealth inequality and two key sources 
of inequality in capital income: housing markets and other markets where people may 
invest their wealth. We assess the extent to which the inequality produced by these 
markets is or is not concerning according to different accounts. 

Section six builds on the evidence in section two about persistent and intergenerational 
poverty to consider income mobility across the full distribution between generations. 
When intergenerational income mobility is lacking, this suggests that the luck of who 
we are born to is an important source of inequality and thus concerning on some 
accounts. 

Section seven examines some of the various theories that have been offered 
suggesting ways in which advantage and inequality, even if its sources are warranted, 
may be undesirable because of potential spillover effects or negative consequences, 
such as an erosion of our social cohesion. 

A short concluding section highlights some of the key policy areas that could warrant 
further investigation and some areas where better data and evidence would support 
firmer conclusions. 

Limitations of this paper 
The focus has been on exploring and interpreting the existing quantitative data and 
evidence base. Its value lies in bringing diverse data and evidence together in one 
place, rather than delving deeply into particular issues or generating new insight with 
qualitative methods. 

Although this report covers much ground, there are other important issues that future 
papers could consider: 

• the role of insurance markets and savings rates in protecting against future 
disadvantage 

• natural resource rents and how they are distributed 

• the role of inflation in shaping disadvantage, particularly increases in the price of 
energy and the associated creation of ‘fuel poverty’ 

• the labour share of income and its relationship with labour market income 

• social class and mobility between classes over time 

• the geographical distribution of advantage 

• skewness in the distribution 

• the impact of trans-national movements of people over the lifecourse on the 
conceptualisation and measurement of inequality 

• the global context for inequality more generally, including the effect of inter-
personal comparisons between countries on subjective wellbeing and 
responsibilities for aid to support the globally disadvantaged 

• the bi-directional relationship between the distribution of advantage and fertility 
decisions.  
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Part one: Disadvantage 
There are at least three alternative approaches to conceptualising disadvantage 
(Burchardt and Hick, 2016). The first, which is the most common, looks to where 
people lack access to and ability to use resources – particularly their income and 
wealth. The term poverty is often used to describe this kind of disadvantage. 

The second approach is to focus on people’s happiness or subjective wellbeing.  
In this approach, material resources are considered alongside non-material aspects 
of people’s lives, with both material and non-material shortfalls concerning to the 
extent they lead to lower satisfaction with one’s life.  

The third is to focus on people’s capabilities and functionings.3 This is the approach 
we adopt in this paper as it is best aligned with the multi-dimensional conception 
of wellbeing reflected by the Treasury in its Living Standards Framework. More 
specifically, we draw on Jonathan Wolff and Avner de Shalit’s (2007) book 
Disadvantage. In that book, they define disadvantaged individuals and groups as those 
who, relative to other individuals and groups, are experiencing material or non-material 
deficits that may: 

• inhibit one’s capability to be well in the here and now 

• make one less resilient to risk in the future 

• lessen one’s ability to pursue one’s aspirations over time. 

As this language suggests, their conception of disadvantage is linked to the capability 
approach of Sen, Nussbaum and others (Robeyns, 2017). Disadvantage in the sense 
of a constrained capability set can be driven by a lack of resources, by limited 
functionings, such as poor health and education, by external conversion factors, such 
as discrimination, or by some combination of these factors. 

We will start with this most tangible aspect of disadvantage: a lack of basic 
consumption (material hardship) or income (income poverty). We will then consider 
a lack of functioning in terms of poor health or education and then consider the topics 
of multiple disadvantage and social exclusion, or what Wolff and de Shalit define 
as “clustered disadvantage”. Depending on how stringently one wishes to define 
disadvantage, multiple types of single disadvantage could be necessary to consider 
someone as disadvantaged, as a single type of disadvantage may be counteracted 
to some degree by other advantages. 

In each section we will look first at disadvantage at a single point in time. To the extent 
possible with the available data, we will also consider how much disadvantage 
is persistent or transitory, and where the evidence illustrates that point-in-time 
disadvantage is what Wolff and de Shalit describe as “corrosive”, ie, likely to lead 
to further disadvantage in future. 

  

 
3  Activities and states of being – studying, caring for one’s children, experiencing good (or bad) mental 

health etc. 
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1. Material hardship and income poverty 
Key points: 

• The number of people in material hardship has been declining steadily since at 
least 2012. 

• Our overall rates of material hardship are similar to rates in comparable countries. 

• Rates of material hardship are higher among under-18s and lower among over-65s, 
which is an unusual pattern by international standards. 

• Rates of material hardship among sole-parent households are high compared with 
other countries and other types of household. 

• Rates of material hardship are higher among children with disabilities and children 
in households with someone who is disabled. 

• Income poverty is higher when measured after housing costs. 

• Income poverty is highest among groups such as sole-parent families and disabled 
people. 

• Some poverty is transient – about half of people in Aotearoa New Zealand will 
experience income poverty at least once in their life. 

• Most people in poverty at any given point-in-time experience it as a recurring part 
of their lives. 

• Persistent poverty among their families predicts and likely causes lower wellbeing 
for children across their lives. 

Definition  

The term poverty is used in different ways. In a global context the term might relate 
to the global extreme poverty threshold that the World Bank currently defines as $2.15 
a day. No one in this country is in poverty in this sense. 

When the term poverty is used in the English-speaking countries such as ours, its 
meaning typically reflects the influential work of Peter Townsend in the 1970s (Marx, 
Nolan and Olivera, 2015). He defined poverty in the following way (Townsend, 1979): 

“Individuals, families and groups in the population can be said to be in poverty 
when they lack the resources to obtain the types of diet, participate in the 
activities and have the living conditions and amenities which are customary, 
or are at least widely encouraged or approved, in the societies to which they 
belong. Their resources are so seriously below those commanded by the average 
individual or family that they are, in effect, excluded from ordinary living patterns, 
customs and activities.” 

Poverty of this type can be measured in two different ways, broadly relating 
to consumption and income. Material hardship is a lack of consumption of essential 
goods. In a rich society such as ours, the threshold for material hardship is generally 
higher than the bare minimum of calories needed to survive, recognising the role 
of social expectations in creating the experience of material hardship.  
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As Adam Smith (1776) famously put it in The Wealth of Nations:  

“A linen shirt … is, strictly speaking, not a necessary of life. The Greeks and 
Romans lived, I suppose, very comfortably though they had no linen. But in the 
present times, through the greater part of Europe, a creditable day-labourer 
would be ashamed to appear in public without a linen shirt, the want of which 
would be supposed to denote that disgraceful degree of poverty which, it is 
presumed, nobody can well fall into without extreme bad conduct.” 

In the same way that a linen shirt in 18th century Europe was a prerequisite to a 
minimum level of participation in society, so too in 21st century Aotearoa it is difficult 
to fully participate in society without such things as a mobile or landline phone, internet 
connection and so on. 

Because people can disagree on what are the necessities of life, and so where the 
threshold for material hardship should be, statisticians track trends in multiple 
thresholds as discussed below. 

Low income is a complementary measure of poverty to material hardship. People in 
income poverty are those whose disposable incomes (after taxes, transfers and pooling 
of resources with other family and household members) are below some threshold – 
most commonly 50% or 60% of the median, either before or after housing costs.  

Normative grounds for concern 

Material hardship and income poverty may be concerning based on different normative 
accounts if, for example,: 

• those experiencing hardship or poverty have insufficient resources to enjoy a minimally 
acceptable quality of life (sufficientarianism) 

• those experiencing hardship or poverty are less able to participate in society as equal 
citizens (relational egalitarianism) 

• people experiencing hardship or poverty are doing so when the causes, such as disability 
or unfavourable macroeconomic conditions, are out of their control (luck egalitarianism) 

• hardship or poverty reduces the level of total wellbeing across society over time 
(utilitarianism). 

Evidence: Material hardship 

The most common measures of material hardship are derived from the Household 
Economic Survey. A comprehensive overview of these measures for the whole 
population, and more detailed examinations for children, were recently published by the 
Ministry of Social Development (MSD) (Perry, 2021a, 2021b, 2022). Readers 
interested in the detail are encouraged to read these reports – this paper will provide 
only a short overview.  

There are three similar measures that are used to measure hardship, called DEP-17, 
EU-13 and the MWI. Each measure takes a list of items and counts how many items 
are present (or lacking) to get an overall count of material wellbeing or deprivation. 
For example, the Material Wellbeing Index (MWI) consists of 24 items such as “didn’t 
have to cut back on fresh fruit and vegetables”, “have two pairs of shoes in good repair 
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and suitable for everyday use” and “didn’t have to borrow money from family or friends 
more than once in the past 12 months to cover everyday living costs”. The headline 
threshold for deprivation on this measure is generally 12 or less – if a household can 
answer yes to only 12 or less of the 24 items then people in that household are 
considered to be experiencing material hardship. Twelve is the customary threshold, 
but numbers can be generated for any threshold.  

The proportion of people experiencing material hardship according to the 12 or less 
threshold has declined substantially between 2011 and 2020, as has the proportion 
of people under the more exacting threshold of six or less. The pattern of rising 
hardship to 2012 and falling hardship thereafter illustrates that macroeconomic 
conditions have an important role in determining point-in-time levels of material 
hardship, given the increase in unemployment following the global financial crisis 
in 2007/08 and subsequent decline.  

Figure 2: Headline material hardship over time (two MWI thresholds) 

 
Source: MSD analysis of Household Economic Survey 

The latest data point available comes from the wave of the Household Economic 
Survey that collected data over the period 1 July 2020 to 30 June 2021 (with 
interruptions due to COVID-19-related lockdowns). Since 30 June 2021 there have 
been several important policy and contextual changes, including benefit rate increases, 
another increase in the minimum wage and high levels of inflation. The effect of these 
various changes will not be apparent until data from the next wave(s) of the survey 
become available. 

When comparing our levels of material hardship to those in other countries, the 
appropriate measure is the EU-13 as this is the one used in most comparable 
countries. The EU-13 is similar to the MWI except it contains only 13 items and it adds 
up the number of ‘lacks’ rather than the number of ‘non-lacks’. For this reason, the 
standard threshold for being in deprivation is a score of five or more. Compared to the 
23 European countries for which we have data, Aotearoa New Zealand is right on the 
median for the whole population. But the composition by household type is quite 
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different to these European countries. Our rates of material hardship among over-65s 
are at the lower quartile and those for sole parents and single-person under-65 
households are above the upper quartile. 

Figure 3: Material hardship by household type in comparison to 23 EU countries, 2018 

 
Source: Household Economic Survey and EU Survey of Income and Living Conditions, 
analysed in Perry (2021a) 

Perry (2021a) also provides various demographic break-downs, showing that material 
hardship is much higher among some groups of people than others. For example, there 
is a distinct ethnic gradient, with the highest rate (for Pacific peoples) being, at 26%, 
a little over four times higher than the lowest rate (for Asian people) of 6%.  

The largest differential is for household type, as shown in Figure 4. The highest rate 
of hardship is among people in sole-parent households, nearly 30% of whom were 
in material hardship in 2020, in comparison to just 2% of households made up of 
childless couples of retirement age. 
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Figure 4: Material hardship rates by selected household type, 2020 

 
Source: Household Economic Survey, analysed in Perry (2021a) 

One limitation of these numbers is that the EU-13 lacks information about housing-
related deprivation. Detailed housing statistics were presented in an earlier background 
paper (The Treasury, 2022a). Without reprising that detail, it is worth reminding 
ourselves that there is a non-negligible number of people in severe housing 
deprivation, either without shelter altogether (about 3,600 people in 2018), in temporary 
accommodation, such as a boarding house (about 6,200 people), or temporarily 
resident in a severely crowded dwelling (about 30,200 people). And housing conditions 
are often mouldy, particularly among children and renters – over a third of children 
living in rented dwellings are living in a mouldy dwelling. 

High rates of hardship among children relative to adults is a distinctive feature 
of hardship in Aotearoa New Zealand. In comparison to 23 European countries we are 
one of only four (the others being Ireland, Belgium and the United Kingdom) with a rate 
of child hardship above the median but a rate of elderly hardship below the median 
(Perry, 2021b). Again using the EU-13 5+ threshold, rates of hardship are a little over 
three times higher for children (13%) than over-65s (4%). 

Hardship rates are even higher for disabled children, who experience rates of hardship 
twice that of non-disabled children (Stats NZ, 2021). 

People in jobless households experience higher rates of hardship.4 And because 
joblessness is more common among sole parents, one result is that children of sole 
parents much more commonly experience hardship than children of couples (see 
Figure 4).  

 
4  Detailed break-downs for child poverty are available in Stephens (2022). 
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Joblessness rates among households with children are also higher than in most EU 
countries, and this is part of the reason why our rates of hardship among children are 
higher than our rates of hardship among over-65s.  

Figure 5: Children living in workless households in comparison to EU countries, 2020 

 

Source: EU and Household Economic Survey, analysed in Perry (2022) 

However, it is not the case that all material hardship among children would be 
eliminated if only their parents were to start working. For many parents who can only 
earn low or minimum wage, there is relatively little difference in disposable income 
between working and not working – see Figure 6. 
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Figure 6: Budget constraint for low-earning parents by hours of work 

 
Source: Ministry of Social Development (2022) 

Perhaps as a result, there are almost as many people in material hardship whose 
primary income source is market income than whose primary income source is the 
Government (see Table 1). 

Table 1: Material hardship (DEP-17 6+) by primary income source, 2021 

Primary household income source  
over past 12 months 

Number of people under 65 in 
hardship 

Market 167,000 

Government 168,000 

Source: MSD Analysis of Household Economic Survey 

That we have fairly high numbers of ‘working poor’ is not just about the labour market; 
the rental market also plays an important role. Compared to other member countries 
in the Organisation for Economic Co-operation and Development (OECD) our minimum 
wage is quite high compared to the median wage (MBIE, 2021).5 Over the past two 
decades, wages have grown fastest at the very bottom of the earnings distribution.6 
But as reported in our earlier background paper, housing costs for low-income groups 
are very high by OECD standards (The Treasury, 2022a), reducing the amount 
of income left over for other types of consumption. 

 
5  This may partly reflect the fact that our median wage is relatively low by OECD standards. 
6  As Creedy and Gemmell (2018b) point out, this does not necessarily imply that the wages of those 

initially in the lowest decile have grown fastest, it just means that the bottom of the distribution has 
been compressed, so that people in the first decile in 2016 were in a better position relative to the 
middle than people in the first decile in 1998 were. 
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Figure 7: Wage growth by earnings decile, 1998 to 2016 

 
Source: New Zealand Income Survey, analysed in Rosenberg (2017) 

There are also some jobless people for whom work is not a realistic option, particularly 
some disabled people. Employment rates are unsurprisingly lower among disabled 
people. 

Figure 8: Employment rate by age and disability status, 2013 

 
Source: Disability Survey 
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This is particularly relevant to the analysis of child poverty, given that recent data 
from Stats NZ has shown that the majority of children in material hardship are in a 
household with at least one disabled person. 

Figure 9: Material hardship rates by disability status of child and household, 20217 

 
Source: Household Economic Survey 

Evidence: point-in-time income poverty 

Introduction 

There is substantial complexity in the conceptualisation and measurement of income – 
the various nuances are explored in section four when we consider the topic of income 
inequality. In this section we will focus on just a single type of income measure, that of 
annual equivalised household disposable income. This is the measure of income that is 
most commonly used here and overseas to estimate the prevalence of income poverty.  

The ‘disposable’ part of the definition refers to adjustments made for taxes and 
transfers, so it represents the income available in a given time period for use 
in consumption or saving, and the ‘equivalised household’ part represents the fact that 
people tend to share income within a household. Children, for example, typically have 
low or nil personal income but children in higher-income households will tend to enjoy 
a higher standard of living than children in lower-income households. It is the 
equivalisation of household income that allows measures of ‘child poverty’ to be 
reported – for a child to be in poverty means they live in a household that is in poverty. 

  

 
7  ‘Disabled household’ is shorthand for a household in which at least one person, either the child or 

someone else, is disabled. 
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Headline poverty figures generally use a simple headcount of the number of people 
below some income threshold. These headcount measures have limitations that are 
important to keep in mind.8 For example, they exclude people just above the threshold 
and are insensitive to how far below the threshold people fall. 

Figure 10: Distribution of annual income before housing costs, by household type, 20219 

 
Source: Treasury analysis of the Household Economic Survey 

Headcount measures are also very sensitive to the choice of threshold. As shown 
in Figure 10, there are many people with incomes close to the commonly used 
thresholds of 50% and 60% of the median income. The choice of threshold also affects 
the composition of the figures in terms of the kinds of people who make up the total. 
It particularly affects the age composition, as there are many over-65s, particularly 
those living alone, with incomes between 50% and 60% of the median. It also means 
that small changes in the median can make large changes to headcount measures 
(Jenkins, 2016). 

Poverty also looks different depending on whether it is considered before or after 
housing costs. The before- and after-housing cost distributions are shown in Figure 11.  

 
8  Alternative metrics have been developed but tend to be more sensitive to the measurement error that 

is common among people with very low observed incomes (Marx, Nolan and Olivera 2015). 
9  The BHC50 and BHC60 poverty lines represent 50% and 60% of the median HEDI before housing 

costs. People below these lines are considered in poverty according to these two definitions. 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 21 

Figure 11: Before housing cost and after housing cost income distributions, 202110 

 
Source: Treasury analysis of the Household Economic Survey 

Headline poverty rates 

There are two complementary ways to establish a relative poverty threshold. The first 
is relative to the median ‘anchored’ at a particular point in time. The proportion of 
people below 50% of the line ‘anchored’ using the 2007 median is shown in Figure 12. 
The second is relative to the contemporaneous median – this is known as a ‘moving 
line’ threshold. The proportion of people below 50% of the ‘moving line’ is shown 
in Figure 13. 

 
10  Note that the lines in the graph represent histograms and that the graph is truncated at $160,000 – a 

small number of people have incomes higher than this. 
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Figure 12: Poverty rates over time (50% of 2007 median) 

 
Source: Ministry of Social Development analysis of the Household Economic Survey 

Figure 13: Poverty rates over time (50% of contemporaneous median) 

 
Source: Ministry of Social Development analysis of the Household Economic Survey 

Comparing Figure 12 with Figure 13 reveals quite different levels and trends and 
illustrates why it is important to use both anchored and moving line thresholds. Poverty 
according to the moving line threshold increased during the early 1990s but the 
increase in poverty according to the anchored threshold was a lot bigger. This is 
because the economic shock of the time reduced median incomes, as well as reducing 
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incomes at the bottom of the distribution. Reliance on the moving line figure alone 
would have understated the increase in poverty at the time. Looking at the period 2008 
to 2018, the same logic applies in reverse. Figure 14 shows that improving economic 
conditions have lifted the median income and the moving line threshold with it, such 
that the number of people in ‘moving line’ poverty has been relatively flat. Reliance 
on this figure alone risks understating improvements in poverty that are more visible 
according to the ‘anchored’ line.   

Figure 14: Income distributions before housing costs, 2007 and 2021 

 
Source: Treasury analysis of Household Economic Survey 

Figure 15 repeats Figure 13 but for a moving line threshold set at 60% rather than 50% 
of the median income. The trend is essentially identical, with a step change upwards 
in the proportion of people in moving line poverty in the early 90s and remaining 
broadly flat ever since. The key difference is in the level, with more people in poverty 
at any point in time according to this threshold. Comparing all three figures also 
illustrates another change since the 1980s. In the 1980s poverty rates were similar 
whether measured before or after housing costs. Poverty rates are now higher after 
housing costs and the gap appears larger according to the 50% threshold. 
This suggests that housing costs are a greater source of disadvantage for people with 
the lowest incomes than for those with slightly higher incomes.  
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Figure 15: Poverty rates over time (60% of contemporaneous median) 

 
Source: Ministry of Social Development analysis of the Household Economic Survey 

Benefit rates and poverty 

Two important drivers of income poverty are wage rates and benefit rates. As we saw 
in Figure 7, wages at the bottom of the earnings distribution have grown substantially 
over time as a result of minimum wage increases but these increases have not been 
sufficient to prevent poverty among the ‘working poor’. Detailed break-downs of the 
2021 figures were not available at the time of publication but of the people in income 
poverty in 2018 according to the definitions in Figures 13, 14 and 15, between 51% 
and 66% derived their income primarily from market sources. 

The remainder of people in income poverty are dependent primarily on income from 
Government, ie, the benefit system. As shown in Figure 16, benefit rates have grown 
more slowly than average wages for a long time, creating an increasing gap between 
the incomes of those on benefit and those in the middle of the income distribution.  



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 25 

Figure 16: Selected benefit rates as a proportion of average wage, 1952 to 202211 

 
Source: Ministry of Social Development 

Rates of support for sole parents have fallen substantially as a proportion of the 
average wage since the 1980s. The recent increases to main benefit rates modestly 
offset this long-term decline and explain the bump up at the end of the series. 
Sole parenthood is clearly an important topic when it comes to understanding 
disadvantage but it is under-researched in this country. This partly reflects limitations 
in the underlying data collected by Stats NZ, which typically does not reflect the 
diversity of family structures in contemporary Aotearoa New Zealand. For example, 
shared care of children between different households is not captured.  

More detailed information is available from other sources, such as the Growing Up 
in New Zealand study. One important finding from this work is that sole parenthood 
is often a transitory state rather than a permanent situation (Kukutai, Atatoa-Carr and 
Rata, 2020). In the same way that the experience of income poverty is different when 
recurrent than when transitory, it is likely that persistent sole parenthood is experienced 
differently to transitory sole parenthood. The drivers of wellbeing for sole parents also 
appear to be somewhat different than for other population sub-groups, with educational 
attainment particularly important for improving wellbeing (Haines and Grimes, 2022). 

The situation of the other parent(s) of the child(ren) is also likely to be important, as are 
the paths into sole parenthood. Some people willingly choose to raise children alone 
but in other cases sole parenthood is forced upon people through being widowed, 
abandoned by a partner, a partner being imprisoned or the need to leave a violent 
relationship, for example.  

 
11  Note that this graph excludes supplementary assistance such as the Accommodation Supplement that 

vary based on costs. DPB/SPS = Domestic Purposes Benefit/Sole Parent Support. SLP = Supported 
Living Payment. UB/JS = Unemployment Benefit/Jobseeker Support. 
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The final category is people receiving the Supported Living Payment. To receive this 
payment the criteria are that you be: 

• completely blind, or 

• terminally ill and unable to work more than 15 hours a week, or 

• permanently and severely restricted in your ability to work because of a health 
condition, injury or disability, or 

• caring for someone needing the equivalent of rest-home or hospital-level care.  

Those who fit these criteria receive a benefit equal to about a third of the average 
wage, only slightly higher than that received by those on Jobseeker Support, and less 
than received by everyone over the age of 65 in New Zealand Superannuation. 

Evidence: Cross-sectional relationship between income poverty, material 
hardship and wealth 

The data presented in the previous two sub-sections provide a good basis for 
understanding material disadvantage but in reality the relationship between income and 
material hardship is more nuanced. A basic scheme for understanding the nuance 
is presented in Figure 17.  

Figure 17: Dynamic relationship between income, consumption and wealth 

 

Economists often argue that poverty research should ultimately focus on consumption, 
not income (eg Wilkinson and Jeram, 2016b). One reason for this is that consumption 
better predicts subjective wellbeing than income (Carver and Grimes, 2019). Another 
is that, under the permanent income hypothesis, consumption is a better measure  
of an individual’s expected average lifetime earnings than is point-in-time income 
(Friedman, 1957).  
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From this perspective, low income over short periods of time, like a year, is concerning 
only to the extent that it results in material hardship. As shown in Figure 17, low income 
is just one driver of hardship. Some hardship can also be caused by high housing 
or other costs, such as those that can be associated with a disability, even if income 
is above the customary poverty threshold. And low income does not necessarily lead 
to hardship in the short term if people have savings they can draw upon. Low income 
is more likely to result in hardship if it persists, as it reduces the ability to save and 
accumulate wealth.  

We will consider the topic of persistent income poverty in the next sub-section.  
In this sub-section we highlight some recent results that help demonstrate some of the 
conceptual links illustrated in Figure 18 by looking at the degree of overlap between 
different measures of poverty and hardship. 

Figure 18: Modelled relationship between the three official child poverty measures, 202012 

Source: Stephens (2022) 

Figure 18 illustrates the point-in-time relationship between the three official measures 
of child poverty (Stephens, 2022). It shows that child poverty looks quite different 
depending on which measure or combination of measures one wishes to focus on. 
One key finding is that housing costs appear to expand the number of children 
in income poverty, as well as nearly doubling number of children in both income 
poverty and material hardship, in comparison to the before housing cost figure. Another 
key finding is that only about half of children in material hardship are in income poverty 
according to the 50% of median income thresholds. This suggests that high costs may 
be creating hardship for many families that are above the customary poverty 
thresholds. 

  

 
12  This graph shows the three official child poverty measures: material hardship (MH), income poverty 

using the 50% moving line threshold before housing costs (BHC50) and income poverty using the 50% 
fixed line threshold after housing costs (AHC50). 

12% (134,000) 
were in material 
hardship (MH), 
half of these did 
not fall below 
the income 
thresholds  

 

10% (113,000) of children 
were in relative BHC50 
poverty, the majority (85%) of 
these were also in either AHC 
poverty or material hardship 
 

16% (186,000) of children 
were in fixed AHC50 
poverty, half of them 
were already in BHC 
poverty but the other half 
appeared to be pushed 
into poverty by their 
housing costs 

 

3% of children 
(31,000) were in 
poverty based on all 
three measures 

 

AHC50  

BHC50  
MH  
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A third key feature is that over half of children in income poverty are not experiencing 
material hardship. Many of these children’s families are likely to have cash savings. 
Perry (2021a) reported that cash savings are an important protective factor against 
material hardship even for households with the lowest incomes (see Figure 19). 

Figure 19: Material hardship rates by income quintile and liquid assets, 2018 

 
Source: Household Economic Survey as analysed in Perry (2021a) 

Another important factor protecting against material hardship is home ownership. 
This point was illustrated in analysis by Symes (2021). Only about 1% of people 
who own their own home experience material hardship, even for those with very low 
equity in the house and thus very low net worth and corresponding low rank in the 
wealth distribution. Rates of material hardship are much higher for those who do not 
own their own house, even if other sources of wealth place them closer to the middle 
of the wealth distribution. 
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Figure 20: Material hardship rates for people who don't own their home by wealth 
quantile, 2018 

 
Source: Symes (2021) 

Figure 21: Material hardship rates for people who own their home by wealth quantile, 2018 

 
Source: Symes (2021) 
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Evidence: Persistent income poverty 

Income poverty is much more corrosive of wellbeing and cause for greater concern 
if it persists. Evidence of persistent income poverty can also be read as evidence for 
a lack of opportunity, an important concept under luck egalitarian accounts 
of distributive justice. If disadvantage at one point in time predicts disadvantage in 
future periods of time, this suggests that those of us who are disadvantaged are not 
only experiencing lower wellbeing now but are likely have less opportunity to secure 
advantage in the future than those of us who are already advantaged. 

Persistence is a slippery concept that is better considered along a spectrum of 
more-or-less persistence, as illustrated in Figure 22. Figure 22 presents data from the 
Survey of Family Income and Employment (SOFIE) as analysed by Carter and 
Gunasekara (2012). This longitudinal survey followed the same 18,000 individuals 
for seven years from 2002 to 2009. While now a little dated, it is still an important 
source of information about persistence and mobility in income. 

Along the spectrum of more-or-less persistent poverty, the most persistent kind 
of poverty is continuous poverty – 6% of the sample experienced poverty in every year 
of the seven years of the study. A further 16% of people experienced poverty as a 
frequently recurrent part of their lives, being in poverty four to six times over the seven 
years of the study. And 15% experienced poverty as a semi-recurrent part of their lives, 
having been in poverty two to three times over the course of the study.  

Figure 22: Persistence of poverty13 over seven years under different definitions 
of persistence 

 

Source: Survey of Family Income and Employment, analysed in Carter and Gunasekara (2012) 

  

 
13  Defined in this case as 60% of gross equivalised household disposable income, a slightly broader 

definition than typically used. 
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Of the people who ever experienced poverty over the seven years (half the sample), 
only a quarter (13% of the whole sample) experienced it only once. So while persistent 
poverty in the most exacting sense of continuous poverty is uncommon, completely 
transient poverty is uncommon as well. This evidence suggests that most experiences 
of poverty are somewhere in between the spectrum between continuous and one-off 
and so are best described as recurrent or episodic.  

Figure 23: Persistence in poverty (<60% of median gross equivalised household income 
before housing costs), 2002 to 2009 

 
Source: Survey of Family Income and Employment, analysed in Carter and Gunasekara (2012) 

Figure 23 illustrates those characteristics associated with more or less frequent 
experiences of poverty over the seven years. It illustrates that those characteristics 
associated with a greater chance of experiencing point-in-time poverty are also 
associated with a greater chance of experiencing recurrent poverty.  

For example, those people in the sample with at least a degree-level qualification were 
less likely than most to experience poverty at any one point in time and were also less 
likely to experience poverty over multiple points in time. Whereas people in sole-parent 
families were not only more likely to experience poverty at any given point in time, 
as illustrated in section 2, but were also quite likely to experience poverty in multiple 
waves. Over half of people in sole-parent families in SOFIE were in poverty for at least 
three of the seven years of the study.  

Perhaps the most striking part of Figure 23 is the bottom row, which shows the 
experience of people who started with low incomes in the first year of the study. 
This group will be quite similar to the typical cohort of people who show up in the 
cross-sectional headline poverty figures each year. Of these people only 13% were 
in poverty for just that one year. Forty percent were in poverty for at least six of the 
seven years and 75% were in poverty for at least three of the seven years. This data 
suggests that while there are many people in the population who have experienced 
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temporary poverty in the past or will experience it in the future, those in poverty at any 
given point in time are primarily people who are experiencing poverty as a recurrent, 
if not continuous, part of their lives.14 

In this sense, point-in-time poverty rates are quite a good proxy for recurrent poverty. 
The idea that cross-sectional poverty figures are a good proxy for persistent poverty 
is supported by analysis of income poverty in Europe by Jenkins and van Kerm (2014), 
who identified that across countries the correlation between point-in-time poverty and 
persistent poverty15 is over 90% – countries with higher poverty rates are much more 
likely to have higher persistent poverty rates too.  

In their analysis, persistent poverty rates tend to be about two-thirds the rate of 
point-in-time poverty rates. Perry (2021b) exploits this finding to estimate that the rate 
of persistent child poverty in this country in 2017 was approximately 16% of all children 
using the BHC 60 definition and about 9% of all children using the BHC 50 measure. 
This provides a more up-to-date estimate of persistent poverty than the earlier work 
based on the 2002 to 2009 data.16 

 

 
14  Another interesting feature of Figure 23 is that people aged over 65+ are quite likely to be in recurrent 

income poverty. This stands in contrast with the earlier finding that over-65s, particularly those who are 
partnered, are less likely to be in poverty. This difference is driven by two factors. First, this does not 
account for housing costs – many over-65s own their own home and so have lower rates of poverty 
after accounting for housing costs. Second, the threshold of 60% of median income includes many 
pensioners whose incomes are between 50% and 60% of the median and who do not appear 
in poverty figures based on the more typical 50% threshold. 

15  Defined in this case as the proportion of people who are in poverty currently, as well as in at least two 
of the previous three years. 

16  This research also suggests that when persistent poverty figures are available from the forthcoming 
Living in Aotearoa survey, they will track headline poverty rates fairly closely over time, though at a 
level a little lower than the point-in-time figures. 
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Figure 24: Long-term benefit receipt, 202217 

 
Source: Ministry of Social Development 

Another valuable source of data for insight on income dynamics is MSD’s database 
of benefit recipients. Not everyone in poverty is on a benefit but most beneficiaries 
are in poverty according to most definitions. And at any given point in time most people 
on benefit have been receiving it for longer than a year – often for much longer than 
a year, especially for people receiving Sole Parent Support or the Supported Living 
Payment – see Figure 24.  

This supports the general conclusion that much experience of poverty and low income 
is persistent, rather than transitory. Figure 24 potentially understates persistence 
on benefit because it does not account for the fact that many people who leave benefit 
come back on to it later, particularly people working in seasonal occupations. The latest 
Annual Report from MSD reported modelling results that account for these dynamics; 
current beneficiaries can be expected to spend an average of 12.4 years on benefit 
between now and when they turn 65, a slight increase on previous years. 

Mobility into and out of poverty 

In a subsequent paper, Carter, Mok and Le (2014) explored these dynamics in more 
detail. For each of the seven years, the 2014 paper divided the population into five 
groups (quintiles) of equivalised household disposable income and focused on 
transitions into and out of these quintiles over time. We focus here on the bottom 
quintile, which is a rough proxy for those in poverty according to the various formal 
definitions discussed in the previous sub-section. 
 

 
17  The main benefits are Jobseeker Support, Sole Parent Support and the Supported Living Payment. 

This graph shows people who are currently receiving one of these benefits and excludes people 
who are only receiving supplementary assistance, such as the Accommodation Supplement 
and Disability Allowance (these forms of assistance are available to some superannuitants and 
non-beneficiaries with low incomes). 
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One of the key findings of this work is that there is substantial mobility between 
quintiles over time. For example, Figure 25 illustrates that of those in the lowest income 
quintile, 36% had moved to a different quintile one year later and 55% had moved  
to a different quintile seven years later. This supports the idea that relatively few people 
in poverty at any given point in time are in that state continuously. 
 
At the same time, much of the movement from this bottom quintile is to the second 
income quintile and movements into the top two quintiles are rare, even over a seven-
year period. So mobility is far from complete.18 And when considering transitions into 
the lowest income quintile, most of those who were not previously in the lowest income 
quintile moved from the second lowest income quintile (Figure 26). This illustrates 
that there is a lot of movement back and forth between the first two income quintiles, 
as would be expected given the evidence that poverty is typically recurrent.  
 
Figure 25: Transitions out of low household income, 2002 to 2009 

 
Source: Survey of Family Income and Employment, analysed in Carter, Mok and Le (2014) 

 

 
18  This is unsurprising, because perfect relative mobility upwards would require perfect relative mobility 

downwards – those in high income quintiles would need to have a high chance of falling to the lowest 
income quintiles between the years. This means that income mobility is somewhat ambiguous as a 
concept and is not necessarily sufficient to justify any given level of point-in-time income inequality. 
High levels of income inequality combined with perfect mobility would mean highly unpredictable 
incomes from the perspective of the individual – some people are happy with unpredictable incomes 
but others much prefer a stable income, even if that might mean a lower average income over time.  
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Figure 26: Transitions into low household income, 2002 to 2009 

 
Source: Survey of Family Income and Employment, analysed in Carter, Mok and Le (2014) 

The most recent source of evidence about persistent poverty comes from a mixture 
of administrative tax data, census data and the Household Labour Force Survey, 
all of which have been matched at a unit record level in Stats NZ’s integrated data 
infrastructure. A series of papers by Alinaghi, Creedy and Gemmell (2022a-e) 
and Creedy and Ta (2022) explore this more up-to-date source. 

Of these studies, that of Creedy and Ta is most similar to the earlier work by Carter 
and her collaborators. Creedy and Ta’s data only provides pairs of years rather than 
a full panel, so it does not allow a recreation of Figure 23 to see if this pattern still 
holds. However, Figure 25 can be recreated and suggests that transition rates out 
of low income in recent years have been similar to those reported for earlier years 
by Carter, Mok and Le (2014), suggesting that levels of persistence are still similar 
to those in Figure 23. 
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Figure 27: Transitions out of low income over three six to seven year windows19  

 
Source: Survey of Family Income and Employment, analysed in Carter, Mok and Le (2014); 
and Census and Household Labour Force Survey, analysed in Creedy and Ta (2022) 

The five papers by Alinaghi, Creedy and Gemmell are slightly different in that they 
examine individual taxable income data rather than household-level income data. 
This data cannot speak to poverty as usually defined, but the advantage of this data 
is that it provides panel data with a very large sample size, allowing for detailed 
analysis.  

Alinaghi, Creedy and Gemmell (2022e) use the same transition matrix approach to look 
at changes in individual taxable income in the periods 2002 to 2012 and 2002 to 2017. 
The data tells a similar story of both continuity and change. There is more mobility over 
longer time periods and for those who start out in the very lowest income decile. 
For those who start in deciles two or three, most are still in the same or adjacent decile 
even ten or 15 years later, although this may partly reflect the greater number 
of superannuitants among this part of the income distribution. 

The other papers use different techniques to reveal a similar high-level conclusion. 
Alinaghi, Creedy and Gemmell (2022c) illustrate that at least some of the mobility that 
occurs over time can be explained by lifecycle patterns, as average incomes reliably 
increase from the age of 20 into one’s 40s and start declining thereafter (although they 
tend to rebound substantially at age 65, presumably as a result of New Zealand 
Superannuation).  

 
19  Note that the 2002 to 2009 data is based on household equivalised disposable income and the 2007 

to 2013 and 2013 to 2019 data is based on equivalised household taxable income. 
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Figure 28: Transitions out of low personal taxable income 

 
Source: Inland Revenue, analysed in Alinaghi, Creedy and Gemmell (2022) 

Alinaghi, Creedy and Gemmell (2022a) examine the degree of re-ranking of individuals 
in the income distribution and find substantial re-ranking among those with initially low 
incomes, although the level of re-ranking is a little under half the theoretical maximum 
if there were perfect income mobility over time.20 And Alinaghi, Creedy and Gemmell 
(2022b) apply a novel technique developed by British researchers called the TIM curve 
to illustrate that incomes among those with initially low incomes tend to grow at a 
relatively higher rate than those with initially high incomes. However, this tendency 
is strongest over a single year and lower over multiple years, perhaps reflecting 
the movement back-and-forward between income deciles over time found in the 
other studies. 

The overall conclusion of these studies seems to match the general finding in a review 
of income mobility research by Jäntti and Jenkins (2015), who concluded that: 

“In all countries, there is a substantial degree of longitudinal flux in incomes… 
(but) most income changes are relatively small so that, even after many years, 
relative positions are highly correlated and substantial inequalities in longer-term 
incomes remain.” 

  

 
20  The authors interpret this in a glass-half-full way as quite a lot of mobility but the figures are also open 

to a glass-half-empty interpretation depending on one’s priors. 
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Evidence: Intergenerational consequences of persistent income poverty 

Economists have long been aware of the potential for disadvantage to recreate itself 
across the generations. As Alfred Marshall put it in 1890: 

“The worse fed are the children of one generation, the less will they earn when 
they grow up, and the less will be their power of providing adequately for the 
material wants of their children, and so on to following generations.” 

Even though these words were written over a century ago in a much less prosperous 
age, there are still in 2022 many children who experience food insecurity and many 
other types of disadvantage (The Treasury, 2022a). And there is certainly ample 
evidence that childhood experiences of poverty are correlated with lower wellbeing 
later in life. For example, work by the Treasury has identified that factors such as 
maternal education and time spent supported by a benefit as a child are strongly 
correlated with later adult outcomes, such as adult benefit receipt and criminal 
offending (Crichton, Templeton and Tumen, 2015; Ball et al, 2016). 

Figure 29: Adult outcomes at age 21 by proportion of time spent on benefit before age 5, 
people born in 1990/91 

 
Source: Integrated Data Infrastructure, analysed in Crichton, Templeton and Tumen (2015) 

A substantial amount of academic research has found similar results, as summarised 
in a rapid evidence review prepared by MSD (2018) for the Welfare Expert Advisory 
Group. In longitudinal studies, like New Zealand’s Christchurch Health and 
Development Study, and the Dunedin Multidisciplinary Health and Development Study, 
adverse experiences in childhood have been associated with worse life outcomes for 
those children when they grow up. 
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The key question is about the pattern of causation. Causation is much more difficult 
to establish than association but researchers have exerted substantial effort in trying 
to do so in this area. An MSD evidence review, which focused on the question 
of causation, provides a summary of this enormous literature. 

The MSD evidence review noted that there are three main theoretical pathways 
by which parental disadvantage could cause later disadvantage for children. The three 
models are not mutually exclusive, and there is evidence to support all three: 

• The resource and investment model suggests that parents in poverty have less 
capacity to invest in their children, such as with nutritious food, healthy housing, 
educational resources and simply time spent together passing on human, cultural 
and social capital.  

• The family stress model suggests that poverty adversely affects parental mental 
health, relationships and cognitive functioning, which in turn can impair parenting 
behaviours.  

• The neural and biological stress model highlights how these pathways can be 
mediated by physiological changes in our brains and bodies. 

The MSD evidence review noted that the strongest evidence is for a causal relationship 
between poverty, cognitive development and school achievement, with the next 
strongest evidence being for social and behavioural development. This finding is 
supported by OECD evidence highlighting that New Zealand has higher-than-normal 
variation in school achievement, with much of this variation being explained by socio-
economic factors (OECD, 2019b). It is also supported by a review of the evidence on 
the link between income inequality and education by Stephen Machin (2009), who 
noted that: 

“There is by now a sizable body of evidence that educational achievement 
is significantly lower for children from disadvantaged backgrounds… empirical 
research has often linked observable measures of educational achievement 
to various aspects of disadvantage. These include (among others): child poverty; 
parental education and income; parental attitudes; neighbourhood factors.” 

MSD also noted that childhood poverty negatively influences adult employment, 
education, income, health and cognitive outcomes and that there is some evidence 
that longer-term experiences of childhood poverty have a more severe negative effect 
on children’s outcomes than shorter-term experiences of poverty. 
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2. Health and educational disadvantage 
Key points 

• Health and educational disadvantage is important in its own right and also as 
a driver of material disadvantage. 

• The proportion of people aged 25 to 64 with low literacy and numeracy is currently 
low relative to other OECD countries. 

• However, the proportion of 15-year-olds with low levels of numeracy, literacy 
and science ability has been growing since 2009 suggesting there may be more 
educational disadvantage among future adults. 

• The proportion of students leaving school without any qualification fell between 
2010 and 2016 but has been flat since then for most ethnic groups and has been 
climbing for Māori students. 

• Older age groups experience higher rates of disability and, as the population 
has become older and lives longer, the overall impact of disability on the lives  
of the population has grown with it.   

• Women live more years with disability than men, and this is explained primarily  
by a greater burden associated with gynaecological diseases, mental disorders, 
musculoskeletal disorders, and neurological diseases. 

• The types of health condition that cause the most disability vary across the life 
cycle. Among younger age groups health-related disadvantage is more likely to be 
driven by mental disorders, substance-use disorders and communicable diseases. 
Among older age groups injuries (particularly falls), musculoskeletal conditions and 
sense organ conditions are particularly important.  

• Across the whole population over time, the role of substance-use disorders and 
diabetes in creating disadvantage has grown and the role of cardiovascular and 
chronic respiratory diseases has fallen. 

Definition 

Health and educational disadvantage can be conceptualised as a simple binary, 
ie, disabled or non-disabled or level 2+ qualification or not. But like with material 
hardship and income poverty, these binary measures need to be used with awareness 
that disadvantage is a matter of degree rather than kind. 

One methodology in common use to assess the degree of disadvantage associated 
with different health conditions is that of the disability weight and associated metrics. 
The disability weight is based on surveys of the public and for each condition provides 
a number between 0 and 1, where 0 is the equivalent of perfect health and 1 is the 
equivalent of death. While comparing the relative health burden of different health 
conditions using a single number will never be exactly precise or universally agreed 
upon, it does provide a way to recognise the fact that, for example, severe motor 
impairment due to neonatal encephalopathy due to birth asphyxia and trauma 
(disability weight: 0.402 per year) is clearly a much greater source of disadvantage 
than, say, partially controlled asthma (disability weight: 0.036 per year) (Global Burden 
of Disease Study 2019 Diseases and Injuries Collaborators, 2020).  
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In this paper we focus on the years lived with disability measure as an indicator 
of health-related disadvantage. This measure helps illustrate the extent to which 
health conditions are reducing the quality of life. It complements the reporting in our 
earlier background paper on trends in wellbeing, which focused on measures such 
as life expectancy and the disability-adjusted life year that include estimates of years 
of life lost.  

One additional complexity in considering health and educational disadvantage is that 
the level of disadvantage associated with a particular impairment or qualification can 
change over time as a result of evolving societal conditions and policy settings. 
For example, a physical impairment, such as a missing limb, may be more or less 
disabling depending on numerous factors, such as medical technology, levels of public 
funding for that technology, social attitudes towards people with missing limbs and the 
availability of suitably inclusive work opportunities in labour markets.  

Similarly, changing labour markets may make low qualification levels a greater source 
of disadvantage than in the past if, as has happened, employer expectations increase 
over time. This is particularly important when it comes to considering policy responses 
to disadvantage as there are two distinct and complementary strategies. The first 
is to prevent health conditions and low qualification levels, and the second is to reduce 
the degree of disadvantage associated with these conditions through institutional 
responses to them. While the first will always be preferred, the second is also needed 
as some level of health conditions and accidents are unavoidable.  

Normative grounds for concern 

Health and educational disadvantage can also be of concern for several reasons.  

• Health and educational disadvantage can contribute to poverty if it inhibits participation in 
labour markets or requires higher expenditure to achieve a minimally acceptable standard 
of living (sufficientarianism). 

• Health and educational disadvantage can also result in exclusion from society directly, 
irrespective of any impact on material wellbeing. For example, poor literacy can inhibit full 
participation in the literary culture of a society and in political processes, and ill health can 
prevent certain forms of recreation and may make transport more challenging, with flow-
on impacts on social connections (relational egalitarianism).  

• At least some health and educational disadvantage results from factors beyond people’s 
control, and so is unfair if we think that equality of opportunity is important (luck 
egalitarianism). 
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Evidence: Health-related disadvantage 

In the 2013 Disability Survey, 24% of the population was identified as having 
a disability. This is a good starting point for consideration of health-related 
disadvantage but the number is fairly dated21 and does not provide much insight into 
how much disadvantage is associated with this disability. Both of these gaps can 
be filled by considering the metric described earlier, years lived with disability, which 
uses the disability weights and time spent with a condition to estimate the extent 
to which health conditions are affecting people’s lives.  

According to this measure the rate of years lived with disability in each age band 
has been relatively flat over the past 30 years (see Figure 30). However, as the age 
structure of the population has continued to shift upwards the total amount of disability 
has increased over time.  

Figure 30: Years lived with disability by age group and gender over time 

 

Source: Global Burden of Disease Study 

Among all but the youngest age groups, more years are lived with disability among 
women. This is explained primarily by a greater burden associated with gynaecological 
diseases, mental disorders, musculoskeletal disorders, and neurological diseases. 
Higher rates among women for these conditions is sufficient to ensure a higher overall 
burden of disease, even though men suffer a higher burden from injuries and 
substance-use disorders. 

  

 
21  The Disability Survey is on a ten-yearly cycle, with the next data collection wave planned by Stats NZ 

for 2023. 
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Looking more closely at the types of conditions that contribute to health-related 
disadvantage, the pattern is quite different for different age groups. For children, a mix 
of neonatal, skin disease and mental disorders are particularly important. For those 
aged 15 to 29, mental disorders become very important and substance-use disorders 
become relatively more common. For the oldest age groups, a combination of injuries 
(mostly falls), musculoskeletal disorders and sense organ diseases are the top three 
conditions contributing to disadvantage. 

Over time the contribution of diabetes and substance-use disorders to the total amount 
of health-related disadvantage has increased. Disadvantage associated with chronic 
respiratory diseases, cardiovascular diseases and a range of other non-communicable 
diseases has fallen.  

The role of different risk factors in producing health-related disadvantage is tested 
more formally by researchers for the Global Burden of Disease study, with results 
for New Zealand reported by the Ministry of Health (2020). This research suggests that 
only a quarter of the health burden of disease can be attributed to behavioural factors, 
such as tobacco and alcohol use. So at least three-quarters of health-related 
disadvantage is attributable to factors that individuals cannot be held responsible for. 
Results from the 2013 Disability Survey suggest this number is likely even higher for 
children, whose impairments often exist at birth (see Figure 33). 

Figure 31: Years lived with disability by age group and condition, 2019 

 

Source: Global Burden of Disease Study 
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Figure 32: Change in years lived with disability by condition over time 

 
Source: Global Burden of Disease Study 

Figure 33: Cause of impairment by age, 2013 

 
Source: Disability Survey (Stats NZ) 
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That health-related disadvantage is largely a matter of brute luck colours the 
interpretation of material disadvantage discussed in sections one and two, as this 
material disadvantage is at least partly driven by ill health. For example, looking at the 
figures for child material hardship, the rates of hardship for disabled children are double 
those for non-disabled children. And when considering disability in the wider family, the 
majority of children in hardship are in a family where at least one person is disabled.   

As Amartya Sen has often argued, such as in The Idea of Justice (2009), disability 
is a good example of why a capabilities approach is a necessary complement 
to resource-focused accounts of wellbeing. He has argued that a disabled person may 
both find it harder to gain access to resources in the labour market and also require 
a greater level of resources to achieve the same ‘functionings’ as a non-disabled 
person. Figure 9 in section two suggests this may well be the case in New Zealand. 
Income poverty rates are quite similar between disabled and non-disabled children but 
are higher for children in disabled households (suggesting that disabled parents find 
it more difficult to secure income in labour markets). And the highest differential is in 
material hardship rates, suggesting that households with disabled people have higher 
costs or, in the language of the capabilities approach, are less able to ‘convert’ 
resources into desired ‘functionings’. 

Evidence: Educational disadvantage 

Health and educational disadvantage are often related, particularly among children. 
The most common type of disability among children is a learning disability. In 2013, 
6% of all children and 52% of disabled children had difficulty learning (Stats NZ, 2013). 
And in analysis of people aged 15+ using data from the General Social Survey, 
Keith McLeod (2018) found that people with low levels of knowledge and skills were 
12 percentage points more likely to have low health. In this analysis, knowledge and 
skills had a stronger relationship with health than with any other domain of wellbeing.  

There are two main ways to measure educational disadvantage: a lack of basic skills 
and a lack of qualifications. Among adults, a lack of basic skills is common but not 
as much as in other OECD countries. A little under 20% of adults have low levels 
of numeracy and a little over 10% of adults have low levels of literacy, with nearly 
everyone with low literacy also having low numeracy (see Figure 34). 
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Figure 34: Rates of low adult literacy and numeracy in NZ and OECD, 2018 

 
Source: OECD Survey of Adult Skills 
 

However, looking to the future the situation is concerning. The proportion of young 
people coming to the end of their compulsory schooling without achieving basic levels 
of literacy and numeracy has been increasing steadily in recent years. Whereas we 
used to do better than the OECD average on this measure, our results are now only 
middling, especially for numeracy (see Figure 35).22  

 
22  To save space only the PISA results are shown, but a similar story can be found in data from the 

Progress in International Reading Literacy Study (PIRLS) and Trends in International Mathematics 
and Science Study (TIMSS). 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 47 

Figure 35: Rates of low maths, science and reading skills at age 15, NZ and OECD  
over time 

 

Source: OECD 

Digging into the distribution in a little more detail, a lack of basic skills is more common 
among boys and much more common among boys (and girls) from families with a low 
score on the PISA index of economic, social and cultural status (SES – see Figure 36).  

Figure 36: Low literacy among 15-year-olds by gender and socio-economic status, 2018 

 
Source: OECD  
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The picture is slightly rosier from the perspective of qualifications. The proportion 
of children leaving school without any kind of qualification has fallen over the past 
decade. However, large ethnic differences remain with Māori students having the 
highest non-qualification rates. Among Māori students, the improving trend has also 
reversed in recent years with the proportion of Māori leaving school without 
qualifications increasing every year between 2016 and 2020 (see Figure 37). 

Figure 37: Unqualified school leaver rates by ethnicity over time23 

 

Source: Ministry of Education 

A lack of basic skills and qualifications is a stronger driver of disadvantage than  
in the past because employers are demanding higher levels of qualification among 
employees and because average qualification levels have increased. A lack of 
qualifications is an important driver of material disadvantage. As shown earlier in 
Figure 23, people with no qualifications are much more likely to be in poverty at any 
given point in time and more likely to be in recurrent poverty. Low qualification rates 
also predict persistent benefit receipt. Even for those people on benefit who manage to 
move off benefit, the lower their level of qualification the more likely they are to re-enter 
benefit in future (MSD, 2017).  

 

  

 
23  MELAA = Middle Eastern, Latin American and African 
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3. Social exclusion and multiple disadvantage 
Key points 

• Many people experience disadvantage in one domain but these disadvantages are 
often counterbalanced by advantages in other domains. 

• Some people experience disadvantage in multiple domains and multiple 
disadvantage ‘adds up’ to lower subjective wellbeing – the more domains someone 
is disadvantaged in, the lower their life satisfaction. 

• The children of parents who experience multiple disadvantage are more likely 
to experience it themselves. 

• Joblessness is strongly associated with disadvantage in multiple other domains 
of wellbeing. 

• Certain combinations of disadvantage, such as poor health and poor housing, 
appear to be particularly bad for subjective wellbeing. 

• Multiple disadvantage among children and their parents is often persistent – 
as Prickett et al, (2022) put it, “climbing out of disadvantage is harder than falling 
into it”. 

• Multiple disadvantage is more likely to lead to social exclusion, particularly when 
associated with discrimination. 

• There is evidence for discrimination against non-European groups, women, 
disabled people and people experiencing mental distress. 

• Discrimination can lead to social exclusion even for groups who are generally 
advantaged on most domains, such as Asian people in Aotearoa New Zealand. 

Definition  

Social exclusion is perhaps the fullest conception of disadvantage. In the first section 
we focused on poverty as one way in which people can be excluded from the common 
life of our society, and in section two we looked at the role that health and educational 
disadvantage play in generating exclusion. 

In this section we focus on social exclusion more generally as both a process and 
an outcome. Social exclusion as an outcome is experienced by individuals and 
communities, as a result of social processes that exclude them. For example, poverty 
results in exclusion in part because of institutional choices to operate a market-based 
economy that excludes people without the means to pay from accessing goods and 
services. For another example, health conditions are disabling the extent to which our 
institutions make them so.  

As an outcome experienced by people, social exclusion can be created by any 
combination of material and non-material disadvantages and their interaction with 
institutional settings. The topic of multiple disadvantage, or what is sometimes 
described as ‘multi-dimensional poverty’ explores the extent to which different types 
of disadvantage are ‘clustered’ or ‘declustered’ (Wolff and De Shalit, 2007), with 
clustered disadvantage making exclusion more likely. 
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As a process, single or multiple disadvantage can be compounded by discrimination 
that excludes people on the basis of gender, ethnicity, health status and so on. 
Discrimination can also create disadvantage among groups that otherwise fare 
reasonably well, such as people in the Asian group of ethnicities. 

Normative grounds for concern 

• A concern for the people who are worst off suggests we focus efforts on those 
experiencing multiple types of disadvantages (prioritiarianism).  

• A concern with maximising wellbeing in New Zealand also suggests a focus on this group 
(utilitarianism).  

• Discrimination against people based on characteristics that they have little or no control 
over, such as their gender and ethnicity, is unjust according to many different accounts, 
such as luck egalitarianism. 

Evidence: Multiple disadvantage 

Unlike in other countries, there is no one agreed measure of multiple disadvantage 
in Aotearoa New Zealand, but a series of exploratory studies has adopted the most 
common methodology used overseas, the ‘counting’ approach (Atkinson 2003). In this 
approach, a threshold for being disadvantaged in each separate domain is defined and 
the number of domains in which one is disadvantaged is summed. The first paper 
to adopt this approach was SUPERU (2017), using data from the 2014 wave of the 
General Social Survey. Across eight separate domains24, they found that nearly 
two-thirds of people aged 15+ were experiencing at least one type of disadvantage but 
that multiple disadvantage is less common, with 18% experiencing disadvantage 
in three or more domains. 

Figure 38: Number of people experiencing multiple disadvantage, 2014 

 
Source: General Social Survey, analysed in SUPERU (2017) 

 
24  Income, material wellbeing, employment, education, health, housing, safety and connectedness.  
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Of the eight types of disadvantage in this analysis, employment had the strongest 
relationship with multiple disadvantage. People were classified as disadvantaged in the 
employment domain if no working-age adult in the household had received wages, 
salary or self-employment income in the last 12 months. Among this group only 7% 
were experiencing only this kind of disadvantage and nearly 60% were experiencing 
three or more other types of disadvantage as well. This confirms the picture from the 
earlier sections that for people under the age of 65, joblessness is often associated 
with multiple kinds of material and non-material disadvantage.  

Figure 39: Multiple disadvantage by disadvantage type, 2014 

 
Source: General Social Survey, analysed in SUPERU (2017) 

In line with previous sections, this study found that employment-related disadvantage 
was higher among sole parents and multiple disadvantage is most common among 
sole parents as well. 
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Figure 40: Prevalence of domain disadvantage faced by families experiencing three or 
more types of disadvantage 

 
Source: General Social Survey, analysed in SUPERU (2017) 

This study also found that multiple disadvantage is less common among older age 
groups and where it does occur among older people it is quite distinctive. Whereas 
housing-related disadvantage is very common among younger people experiencing 
multiple disadvantage, it is not common among older people experiencing multiple 
disadvantage. For this older group, a combination of health, educational and income-
related disadvantage is the most common type of multiple disadvantage. 

One potential challenge to the way multiple disadvantage was conceived in this study 
is that it did not recognise that advantage in one domain can potentially offset 
disadvantage in another. For example, low income may be less important as a source 
of disadvantage for someone with high levels of qualifications who can be expected 
to return to the workforce fairly quickly.  

A study the following year by Keith McLeod (2018) adapted the SUPERU methodology 
to provide what could be described as a ‘net advantage’ score, calculated by treating 
disadvantage in any given domain as a -1, advantage as a +1, a middling position as 0 
and then summing across these domains. This yields the more conservative 
distribution of multiple disadvantage depicted in Figure 41, which shows that the 
majority of people had more advantages than disadvantages. This methodology 
suggests that multiple disadvantage is more concentrated among a smaller group 
of people than identified in the SUPERU study – 6% of people had a net disadvantage 
score of -4 or less. However, the characteristics of people experiencing (net) multiple 
disadvantage were much the same in this study – younger age groups more commonly 
experienced net disadvantage, as did sole parents, the jobless, Māori and Pacific 
peoples (disability was not examined in this study due to a lack of appropriate data). 
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Figure 41: Net advantage, combined 2014/2016 data 

 

Source: General Social Survey, analysed in McLeod (2018) 

Both SUPERU (2017) and McLeod (2018) found a strong relationship between multiple 
disadvantage and subjective wellbeing, raising the question about whether particular 
combinations of disadvantage are particularly harmful for life satisfaction. This question 
was explored by Smith, Krassoi-Peach and Cording (2019), who found that in general 
the relationship is additive, with the precise combination of disadvantage not mattering 
very much. The main exception to this result was for the combination between poor 
health and either poor housing or social isolation. For people with these combinations 
of disadvantage, the effect on their subjective wellbeing was greater than the sum 
of the two independent disadvantages. 
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Figure 42: Regression tree showing predictors of subjective wellbeing – numbers show 
average life satisfaction and % of population for each group 

 

Source: General Social Survey, analysed in The Treasury (2022b) 

Using a slightly different set of variables from the 2018 wave of the General Social 
Survey, The Treasury (2022b) also explored the topic of multiple disadvantage, in this 
case using the regression tree technique. One of the trees is presented in Figure 42. 
The tree starts on the left with the total population of people aged 15+, with an average 
life satisfaction on 7.7 out of 10. The variable that best explains variation in the whole 
population is mental wellbeing25, which is the first ‘splitting’ variable. People with very 
low mental wellbeing have an average life satisfaction of 5.6 and those with low mental 
wellbeing have an average life satisfaction of 7.1.  

 
25  The variable used is derived from the WHO-5, a screening instrument developed by the World Health 

Organisation. Using five simple questions, the instrument generates a score that predicts clinical 
diagnosis of conditions such as depression (Topp et al, 2015). 
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The variable that best explains variation among this group is whether they have 
enough income, which is the second splitting variable for this branch, and these 
branches are further split by relationship status for those with not enough or only just 
enough income and trust in institutions for those with enough or more than enough 
income. The overall result of this approach is 13 groups with different combinations 
of advantage and disadvantage that explain their life satisfaction. For example, a group 
with particularly low wellbeing is that with low mental health, as well as having not 
enough or only just enough income and who are single. This combination of factors 
is associated with an average life satisfaction of just 6.3. 

These exploratory studies using data from the General Social Survey have advanced 
our understanding of multiple disadvantage but have two important limitations. One is 
that they are restricted to people aged 15 and older and so cannot speak to multiple 
disadvantage among children. The other is that they are all static, point-in-time studies 
that do not speak to mobility or persistence of multiple disadvantage. 

Both of these limitations are addressed by a recent study using the Growing Up 
in New Zealand longitudinal dataset (Prickett, Paine, Atatoa Carr and Morton, 2022). 
This data is restricted to children born in Auckland and the Waikato but it provides 
much richer insight than possible with nationwide surveys and has been found to be 
broadly representative of the country’s demographic profile. 

This study used latent class analysis to identify clusters of more or less advantaged 
children at five separate points in time (waves) starting with the antenatal period and 
ending at age 8, using seven different measures of disadvantage.26 Children in 
disadvantaged clusters at each wave were typically disadvantaged across most 
of these measures, with low income, material hardship and parental employment 
particularly associated with the most disadvantaged latent class. 

This analysis found a substantial amount of persistent disadvantage, with 10% 
of children being disadvantaged in most or all waves. Children on this trajectory had 
an average household income between $20,000 and $40,000 at all five waves. 
Most children in disadvantage in the first wave continued to be disadvantaged across 
time, with only 5% of the sample having a trajectory from disadvantage to average over 
time. A further 8% had a trajectory from average to disadvantaged over time. 

Children in disadvantaged groups experience much greater levels of residential 
mobility and overcrowding than those in other groups, perhaps explained by very low 
levels of home ownership at all waves. 

Other predictors of disadvantage among children correspond to those covered 
in earlier sections. Sole parenthood, low qualifications among mothers, parental 
disability and low maternal age all predicted membership of disadvantaged groups. 
This evidence helps illustrate the intergenerational transmission of disadvantage. 
As the children in this study have begun growing up, the long-term implications of early 
disadvantage across their lives are becoming apparent, with children in disadvantaged 
trajectories being more likely to exhibit behavioural and psychological problems 
at age 8. This corresponds with evidence from earlier longitudinal studies of children 

 
26  Household income, material hardship, home ownership, residential mobility, overcrowding, parental 

work and neighbourhood deprivation. 
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born in Christchurch and Dunedin in the 1970s, who as adults continue to experience 
the consequences, good or bad, of their childhood experiences.27 

Evidence: Discrimination 

Discrimination is an important source of social exclusion. It can compound single 
or multiple disadvantage, magnifying the impact of disadvantage on people’s 
capabilities to live lives of value. It can also create disadvantage in its own right. 

There are three types of evidence about discrimination. The first type of evidence 
is from surveys of people asking them to self-report whether they have experienced 
discrimination themselves and on what basis. For example, one question in the 
General Social Survey asks people aged 15 and over if they have experienced 
discrimination of any type over the past 12 months. About 17% of people answer yes 
to this question but the rates tend to be higher among disabled people (see Figure 43), 
younger age groups, non-European ethnic groups (see Figure 44) and women. 
The recent results from the 2021 GSS are a little different, with similar rates 
of discrimination among disabled and non-disabled people, but this may reflect the fact 
that there was a smaller sample size for this wave, which was disrupted by the 
COVID-19 pandemic.  

Figure 43: Discrimination by disability status over time 

 
Source: General Social Survey 

 
27  For lists of the very many research reports associated with these studies, see 

https://www.otago.ac.nz/christchurch/research/healthdevelopment/publications/ and 
https://dunedinstudy.otago.ac.nz/publications.  

https://www.otago.ac.nz/christchurch/research/healthdevelopment/publications/
https://dunedinstudy.otago.ac.nz/publications
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Figure 44: Discrimination by ethnicity, 2021 

 
Source: General Social Survey 

Recent evidence published by the Human Rights Commission also shows that bullying 
and harassment are common in workplaces in Aotearoa New Zealand, with sexual 
harassment commonly experienced by 54% of young women, 67% of bisexual workers 
and 58% of disabled workers in the past five years. Racial harassment had been 
experienced by 52% of Māori, 62% of Pacific and Asian workers and 61% of disabled 
workers in the past five years. Respondents reported that these experiences affected 
them in a variety of ways, including impacts on their mental or physical health 
(64% reported this) or on their job or career (53%).  Specifically, worker productivity, 
turnover and income are likely to be impacted, with 21% of those who experienced 
bullying or racial/sexual harassment reporting that they resigned from their job as 
a result of these experiences (Kantar Public, 2022). 

The second type of evidence comes from asking people indirectly about whether they 
might be likely to discriminate against others, intentionally or unintentionally. 
For example, another question in the General Social Survey reveals that although most 
people say they would be comfortable or very comfortable with a new neighbour 
of a different religion, ethnic group or who was disabled, people are markedly less 
comfortable with the idea of having someone with a mental illness as a neighbour 
(see Figure 45). This suggests that people with mental illness are at risk 
of discrimination. And indeed research for the Health Promotion Agency by Flett et al, 
(2020) confirms that experienced and anticipated discrimination is common among 
people experiencing mental distress. Deverick, Russell and Hudson (2017) reported 
that groups more likely to express negative views of people experiencing mental 
distress include those aged over 65, Pacific peoples, Asian people and those who 
do not know someone with a mental illness.  
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Figure 45: Comfort with difference, 2021 

 
Source: General Social Survey 

More data of this type comes from the trust survey run regularly by the Institute for 
Governance and Policy Studies at Victoria University of Wellington. For example, 
in 2019 the Institute asked detailed questions about levels of trust in people of different 
ethnicities and religions. Trust is an important predictor of discrimination because trust 
is necessary for many types of cooperation, including labour contracts; for example, 
employers are unlikely to hire someone they consider untrustworthy, ie, are likely 
to discriminate against them.  

Figure 46: Interpersonal trust by ethnicity, 2019 

 
Source: Chapple and Prickett (2019) 
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One important finding from this survey is that levels of in-group trust are generally 
higher than out-group trust, particularly for Pākehā and Māori – see Figure 46. Pākehā 
are considered more trustworthy by other Pākehā than by non-Pākehā, and Māori are 
considered more trustworthy by other Māori than by non-Māori. Levels of out-group 
trust are similar across all ethnic groups, suggesting that ethnic differences in 
discrimination are driven in large part simply by population share – the fact that Pākehā 
experience discrimination less frequently than other ethnic groups is at least partly 
explained by the fact that, for Pākehā, any given interaction with someone else in the 
country is more likely to be of someone with the same ethnicity, simply because 
Pākehā are the most common ethnic group.  

Another interesting finding is that in-group trust is lower among Asian and Pacific 
peoples, perhaps reflecting greater heterogeneity within these broad classifications – 
Chinese people may consider their ‘in-group’ to include other Chinese, rather than also 
including Indonesian or Indian people, for example,. This data suggests that growing 
diversity in the population is likely to lead to lower trust and growing discrimination 
unless the various ethnic groups increase their willingness to extend trust across 
ethnic boundaries. 

This study also looked at trust in various religious groups. Most people expressed 
a high level of trust in people from most religious groups, especially Buddhists and 
Jews. However, levels of trust were notably low for evangelicals, suggesting this group 
is more at risk of discrimination and social exclusion. 

Figure 47: Interpersonal trust by religious group, 2019 

 
Source: Chapple and Prickett (2019) 

The third type of evidence about discrimination comes from statistical analysis that 
attempts to isolate the effect that characteristics such as gender or ethnicity have 
on outcomes after controlling for other characteristics that co-vary. This methodology 
can generally not prove discrimination directly, but tests whether it can be ruled out 
as an explanation. For example, Meissel et al (2017) compared teacher judgements 
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of student ability with standardised test results and found that teachers consistently 
under-estimated the ability of some groups of students, such as Māori. This type 
of evidence helps triangulate data from student surveys, which show that Māori 
students self-report higher levels of discrimination than other students and that much 
of this discrimination is from teachers rather than fellow students (McGregor and 
Webber, 2019). 

For another example, Sin, Stillman and Fabling (2017) analyse the difference in wages 
between men and women controlling for factors such as industry, age and firm 
characteristics levels and find that there is still a substantial unexplained gap that 
is consistent with discrimination against women in labour markets. A similar approach 
was used by The Treasury (2018) to find that differences in wages between Māori and 
Pākehā, and between Pacific peoples and Pākehā, can only partly be explained 
by differences in occupation and qualification levels. Cochrane and Pacheco (2022) 
produce a similar result, finding that much of the gap in wages between European and 
other workers, particularly Pacific workers, cannot be explained by qualification level 
or job characteristics, suggesting that discrimination on the basis of ethnicity may 
be playing a role. 
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Part two: Advantage and inequality 
Disadvantage looks at the bottom of the distribution. But increasingly, economists look 
to inequality across the full distribution of people, from those who are most 
disadvantaged at one end to those who are most advantaged at the other end. 
Discussion of inequality is increasingly prominent both internationally (see, for 
example, Atkinson 2015, Piketty 2019, Blanchard and Rodrik 2021) and in 
New Zealand (for example, Rashbrooke, 2021). This part of the report summarises 
some of the key data and perspectives that have emerged from this work.  

General definition  

In part one we defined disadvantaged people as those experiencing material or 
non-material deficits that may: 

• inhibit one’s capability to be well in the here and now 

• make one less resilient to risk in the future  

• lessen one’s ability pursue one’s aspirations over time. 

Advantaged people, by contrast, are those with relatively greater capability to be well, 
avoid or manage future crisis and pursue their aspirations. People may be advantaged 
relative to those who are disadvantaged or relative to those who are also advantaged 
but less so. Like disadvantage, advantage is a matter of degree rather than kind.  

Taken together, advantage and disadvantage exist in a spectrum across the full 
distribution of people in this country.28 This full distribution of advantage and 
disadvantage is often analysed with the language of inequality. Inequality conceptually 
relates to all kinds of wellbeing domains but we have more data and analysis available 
on the topic of material inequality. As a result, part two primarily discusses material 
inequality. However, we will also endeavour to draw out connections to related types 
of inequality, such as in health and educational outcomes, wherever possible.  

There is substantial nuance in the conceptualisation and measurement of material 
inequality, related to choices between: 

• the type of material inequality – consumption, earnings, income or wealth 

• relative or fixed reference points over time 

• the unit of analysis – individual, family or household 

• the choice of time period – weekly, monthly, annual or longer. 

As Creedy and Gemmell (2019) have recently reminded us, failure to engage with 
these nuances can easily result in misleading conclusions.  

A basic framework for understanding some of the key measures is provided in Figure 48. 
Throughout the sections in part two we will consider measures relating to various parts 
of this diagram. As shown in Figure 48, we do not have good data for all aspects of 

 
28  And across the world. However, the important of topic of global inequality is not covered in this paper. 
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material wellbeing we might wish to capture. An important theme of part two will be how 
these data gaps mean we know less about material inequality than a quick glance 
at headline figures such as the Gini coefficient of income might suggest we know. 

Given our focus on the material sources of wellbeing, we use the concept of ‘economic 
income’ to organise the data and identify important gaps and sources of bias. 
Economic income is a much broader concept than mere inflows of cash. It is also 
broader than the headline measure of income29 that people often use when discussing 
levels and trends in inequality.  

A common definition of economic income is that of Haigs and Simon, who define 
income as the increase in wealth (potential consumption) plus actual consumption over 
a specified period. From the perspective of wellbeing, it is irrelevant whether the 
consumption is provided via the market or some other mechanism. For example, 
whether one sources eggs from one’s own hens, is given eggs by a neighbour or buys 
eggs from the supermarket is irrelevant – the eggs themselves are the thing that 
matters, in terms of eggs eaten (consumption), eggs received (income) or eggs 
on hand (wealth). Relying only on market-based measures of income and 
consumption, of eggs or anything else, will introduce bias into the measurement 
of inequality. And to capture all sources of consumption requires including many 
non-market sources of consumption, such as public goods, household goods and 
in-kind transfers, such as free health services.  

Figure 48 also emphasises another source of complexity in measuring material 
inequality, namely the relationship between individual, family and household. 
Individuals own wealth and earn income in their own right and income tax is calculated 
based on individual taxable income. But many transfer payments, such as benefits 
and tax credits, are calculated on the basis of family characteristics.  

 
29  Equivalised household disposable income. 
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Figure 48: Measures and concepts of material inequality30 

 

For some people inequality is intrinsically bad because it stands in contrast to the 
status of all human beings as moral equals. For these radical egalitarians things are 
very simple: less inequality is always better. 

For most of us though, the situation is more complicated. As Creedy and Eedrah 
(2014) note, there is no value-free way to approach the measurement of inequality 
and people, of course, have different values. 

One way to deal with this issue is with sophisticated measures such as the Atkinson 
Inequality Measure that allow one to specify one’s personal inequality aversion by the 
selection of a value for the parameter ε between 0 and 5 or so (Creedy, 2019).31 
But our personal values for ε may vary substantially depending on the circumstances 
producing the inequality. We may be highly averse to inequality that results from 
coercion or a lack of proportionality but quite comfortable with inequality otherwise, 
for example,. As John Roemer and Alain Trannoy (2015) put it, “…the source 
of inequality matters from an ethical viewpoint [and so] measures of inequality as such 
are not terribly useful.”  

We have already discussed several sources of disadvantage in part one. In many 
cases this evidence also helps evaluate inequality in the round. For example, we saw 
in section three that some disadvantage is explained by discrimination against groups 
such as women and people with mental health problems. Given that discrimination 
is experienced relative to groups not discriminated against, this then can also be read 
as evidence that at least some of the relative advantage enjoyed by groups, such 
as men and non-disabled people, is a result of patterns of discrimination that implicitly 
favour them. This may be the case even if this source of advantage is not sought after, 

 
30  NZS = New Zealand Superannuation. WFF = Working for Families 
31  This measure deals with the question of weighting but still leaves the choice of time period and income 
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approved of or even known about. This evidence thus suggests that at least some 
of the gap between the advantaged and disadvantaged, ie, inequality, is unjust 
as its source is unjust. 

In part two we build on this evidence to explore other sources of advantage 
and inequality in more detail. Sections four, five and six discuss key types of inequality 
with relation to some key sources. In each section we provide a more detailed 
discussion looking at the grounds for concern specific to that type of inequality 
and related sources. 

Section four summarises data on inequality in household income and consumption, 
then explores two of the most important sources of inequality of this type: inequality 
in labour market earnings, and patterns of household formation.  

Section five takes a similar approach for wealth inequality and two key sources 
of inequality in capital income: housing markets and other markets where people may 
invest their wealth. We assess the extent to which the inequality produced by these 
markets is or is not concerning according to different perspectives. 

Section six builds on the evidence in section 2 about persistent and intergenerational 
poverty to consider income mobility between generations across the full distribution. 
Where intergenerational income mobility is lacking, this suggests that the luck of who 
we are born to is an important source of inequality and thus concerning from some 
perspectives. 

The final section is a little different. Although the sources of inequality may matter 
in understanding the extent to which it might be of concern, there are also arguments 
that suggest inequality may generate undesirable side-effects. Section seven examines 
the evidence for some of the potential negative impacts of inequality, such as an 
erosion of our social cohesion. 
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4. Household income inequality, consumption and 
labour markets 

Key points 

• Income inequality appears to have increased from the 1980s to the 1990s and 
to have been flat since then but limitations in the data make it hard to be sure. 

• Consumption inequality is slightly lower than income inequality. 

• Labour markets drive inequality less than in most other OECD countries; this 
is partly because the private returns to higher education are also lower than in other 
OECD countries. 

• However, people with higher levels of education do earn higher wages. Higher 
education is strongly associated with parental advantage. One implication of this 
is that public funding of tertiary education disproportionately benefits those who 
grew up in more advantaged circumstances. 

• The number of people with higher education has grown substantially over time, 
increasing the gap between the most and least advantaged in terms 
of qualifications. 

• People increasingly partner up with others of a similar educational level and this 
is a source of upwards pressure on inequality. 

Definition 

Income inequality is a more general counterpart to the discussion of income poverty 
in section two. Income poverty focuses on the bottom of the distribution, particularly 
the number of people below some threshold of relativity with the middle of the 
distribution. Another type of inequality is that between the middle of the distribution and 
the top, as is the distance between the top and the bottom. The general topic of income 
inequality is about the size of all of these gaps.  

Normative grounds for concern 

• Income inequality may be a concern if it prevents us from relating to one another as 
equals (relational egalitarianism). 

• Inequality may also be a concern if the processes that generate it are unfair. For example, 
labour markets play a key role in shaping patterns of income inequality as it is typically 
measured. One common view about markets is that as long as people have equal 
opportunity to compete then the resulting distribution of advantage generated by market 
transactions is warranted (optimal, even) as it corresponds to the distribution of 
preferences and to the distribution of merit (libertarianism, and meritocracy). 

• However, we might be concerned that labour markets favour some skills over others, 
particularly when some skills are innate or very difficult for some people to develop (luck 
egalitarianism).  

• Income inequality may be more of a concern if it has negative consequences, such as 
reducing social cohesion, or less of a concern if it has positive consequences, such as 
encouraging innovation and growth. These topics are considered in chapter six, which 
adopts more of a utilitarian perspective on inequality. 
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Evidence: Income inequality 

As discussed in section two, the most commonly encountered measure of income 
(and income inequality) is that of household equivalised disposable income. 
Labour income is the main contributor to household disposable income as measured 
for most households. To get to this measure from labour, and other, income, two 
adjustments are necessary: one for the effect of (direct) taxes32 and transfers and 
one for household composition. 

Starting with tax and transfers, New Zealand’s system is characterised by a broad-
based, low-rate taxation system on one hand (Inland Revenue, 2017) and, on the 
other, a transfer system that is highly targeted33 to those with the lowest incomes 
(Causa, Brown and Vindics 2018).  

The second adjustment is for equivalisation. Equivalisation is needed to fairly compare 
people in different types of household – a person living alone with a person in a flat, 
for example,. The adjustment reflects the fact that there are economies of scale 
in many types of household expense – the per-person cost of an internet connection 
or space heating will tend to be lower in larger households, for example,. 

Equivalisation works by adding up the number of people using an equivalisation scale. 
The headline income inequality Figures in New Zealand produced by Perry (2019) 
primarily use the modified OECD scale also used by EUROSTAT, Australia, the 
UK and others. This scale uses values of 1 for the first adult, 0.5 for second and 
subsequent adults and young people 14 and older and 0.3 for children under 14. 
The total income of all people in the household is then divided by the total number 
of equivalised people to give an equivalised income per person. 

Headline income inequality according to this definition of income is presented 
in Figure 49. There are various summary metrics of inequality but the Gini coefficient 
is the most common. A Gini of 0 represent perfect equality (everyone has the same 
income) and a Gini of 1 perfect inequality (one person has all the income, everyone 
else has no income).  

The standard measure of inequality used in international comparisons is the Gini 
of incomes before housing costs. But as discussed in more detail in the next section, 
this Figure does not account for the quasi-income that accrues to homeowners 
in the form of rent-free accommodation. The after-housing cost figure is a way to deal 
with this issue without resolving the complexities of imputing quasi-income 
to owner-occupiers.  

 
32  Indirect taxes, such as GST and excise taxes, are not included in the calculation. 
33  With the notable exception of New Zealand Superannuation. Targeted transfer systems can 

be expected to reduce inequality less than universal systems because they affect a smaller group 
of people. 
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Figure 49: Income Gini over time 

 

Source: Perry (2019), Stats NZ 

These two measures are plotted in Figure 49. It appears that inequality rose during 
the 1990s and has been broadly flat since then. It appears that inequality after 
accounting for housing costs is greater, and has grown faster, than inequality before 
housing costs over the past few decades. 

We use the word ‘appear’ because there are several reasons why this simple 
conclusion could be misleading. The ‘true’ level of income inequality may actually 
be higher or lower at any given point in time. Some of the key reasons why the 
headline number for income inequality could be misleading are that: 

• It does not include capital gains. The distribution of capital gains could be 
expected to have varying effects on the income distribution depending on the timing 
and nature of those gains. Gains on financial assets could be expected to benefit 
those at the top, but gains on housing assets may benefit groups such as 
superannuitants who have low average incomes but high housing wealth. A recent 
simulation exercise by Symes (2021) found that house price inflation could increase 
the wealth gap between homeowners and non-homeowners but reduce the gap 
between people in the middle and top of the wealth distribution, such that the net 
effect on the Gini may even be to reduce it.34  

• It does not include imputed rent for homeowners. The effect on inequality 
of adding imputed rent is theoretically ambiguous. Intuitively it might be thought 
to increase inequality but several international studies have found the opposite 
(Figari et al, 2012).  

 
34  More generally, the same Gini coefficient can be produced by many different distributions with different 

types of inequality between sub-groups within the distribution.   
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• It assumes people in households pool their resources, whereas it is more likely 
that people pool their resources within a family unit – inequality between families 
is likely to be higher than inequality as measured between households. 

• It does not allow for sharing of resources or responsibilities between 
households, such as through shared care arrangements for children. The impact 
of this on inequality measures is ambiguous.  

• It does not include social transfers in kind, such as free health and education 
services or indirect taxes such as GST. As Omar Aziz and colleagues 
demonstrated in a 2012 paper, inequality is lower when including this type 
of income (and accounting for indirect taxes), in a measure of what is called 
‘final income’, because it is much more uniformly distributed across market income 
deciles. They estimated that in 2010 the Gini coefficient for final income was 0.33, 
in comparison with a Gini of 0.36 for disposable income.  

• We lack data on household production and public goods and free goods. 
There is reason to think that if we could include these in a comprehensive measure 
of income inequality it would be lower still than inequality in ‘final income’. 
Public goods, like roads, and free goods, like youtube, are fairly uniformly available. 
And household production is plausibly higher in lower-income households as they 
less ability to pay others to cook, clean, launder and so on. 

• It is based on annual estimates of income. Most people’s incomes change over 
time and so estimates of inequality based on income over multiple years tend 
to yield lower estimates of inequality than those based on annual incomes 
(Creedy and Gemmell 2018b, Creedy, Gemmell and Laws 2021, Alinaghi, Creedy 
and Gemmell 2022d).  

• It does not account for tax system changes over time that may have led 
to changes in the way income is reported. The impact of this on measured 
inequality is ambiguous. 

Among these various factors that could increase or decrease headline income 
inequality, it is not clear how they might net out. As a result, it is hard to know quite 
what our level of income inequality is or exactly how it has changed over time. We can’t 
be entirely sure that the apparent increase in income inequality in the 1980s and 1990s 
is not a statistical artefact. 

This is even though an alternative method tells a similar story, because this alternative 
method also has its limitations. This method starts with the system of national accounts 
and estimates the share of all national income (capital and labour income) accruing 
to the top 1% of individuals.  

Like in other countries, the share of income going to the top 1% of earners has 
increased over time, such that the top 1% share is now double what it was in the 
1980s. However, the top 1% share has grown faster in other countries such as the 
United States. Most of the increase occurred between the 1980s and 1990s, with the 
top 1% income share being reasonably flat overall since then (see Figure 50). 
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Figure 50: Top income shares over time, selected countries 

 
Source: World Inequality Database 

Much of the difficulty in measuring income inequality comes from the fact that income 
is an inherently complex concept – and the more you think about it, the more complex 
it becomes. This is one reason to favour measures of consumption inequality, 
as consumption is a much simpler concept. Another reason is that consumption might 
be expected to approximate what economists call ‘permanent’ income – given that 
income tends to rise and then fall over each person’s life, people can be expected 
to consume a smaller proportion of their income and save a greater proportion 
in mid-life and consume more than they earn in early and late life. 

Unfortunately, consumption inequality has been less extensively studied than income 
inequality. When last examined, by Chris Ball and John Creedy (2015), inequality 
in consumption was slightly lower than inequality in income. This is to be expected 
as high-income households save a higher proportion of their income than low-income 
households, and low-income households can spend beyond their income by drawing 
down savings or taking on loans. See Figure 51 for recent data on the relative 
propensity to save across the income distribution. 
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Figure 51: Saving propensity by income level, 2019 

 

Source: Treasury analysis of Household Economic Survey 

An alternative measure of inequality in consumption is provided by Grimes and Hyland 
(2015), who use data from OECD’s Programme for Improving Student Achievement. 
This data only applies to households that include a 15-year old but the results suggest 
that our levels of material wellbeing in 2012, as measured by things like the number 
of bedrooms, children having their own room, place to study and books, were among 
the highest in the world even after adjusting for inequality. Our results were particularly 
impressive relative to our more modest rank for GDP per capita.  

Evidence: Labour markets 

For most people, including those at the top of the income distribution, earnings from 
labour represent the largest part of one’s (measured) income. So the extent to which 
labour markets offer returns to different types of skill is perhaps the most important 
determinant of material advantage and inequality. 

Our labour markets do less to drive inequality than do labour markets in most other 
OECD countries. Perhaps most importantly our employment rate is high and 
unemployment rate is low, meaning that most people who want to can generally access 
income from the labour market (The Treasury, 2022a), with the obvious exception 
of certain sole parents and disabled people, as discussed in earlier sections.  

And among those who are employed, earnings inequality in New Zealand is low 
by OECD standards. Among full-time employees those at the 90th percentile of annual 
earnings earn less than three times as much as employees at the 10th percentile. 
This ratio is below the OECD median and near the lowest ratio, which in 2020 could 
be found in Sweden, and is slightly above 2. 
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Figure 52: P90/P10 ratio of full-time annual earnings 

 
Source: OECD 

Alimi, Maré and Poot (2018a) reported that the majority of earnings inequality 
is explained by variation in earnings within those who are employed full time. 
However, it is important to note that when including part-time employees and the 
self-employed, earnings inequality is somewhat greater than that for only full-time 
employees. Earnings inequality is also different depending on whether one looks 
at hourly wages or weekly earnings (accounting for both hours worked and the wage 
per hour). A detailed analysis by Rosenberg (2017), found that disparities in hourly 
wages grew between 1998 and 2015 but the effect of this on weekly earnings 
was counteracted by declines in the average number of hours worked per week 
by those earning higher wages and by increases in average hours worked by those 
on lower hourly wages.  

Rosenberg (2017) also reported that the hourly wages of those at the very bottom 
of the distribution grew quickly over this period due to increases in the minimum wage. 
Compared to average wages, our minimum wage is relatively high by OECD standards 
and this is part of the reason why the earnings structure of our labour market 
is relatively flat. 

Another factor that limits the extent of earnings inequality is the relatively modest return 
to higher education in this country. Compared to those with NCEA level 2, people with 
degree-level qualifications earn about 30%-40% more on average, whereas in the 
typical OECD country the premium is more like 50% (Scott, 2021).  This relatively 
modest premium to higher education has been fairly stable over the past 10 to 15 years 
(see Figure 53).  
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Figure 53: Returns to higher education over time 

 
Source: Scott (2021) 

This modest premium has also reduced the impact that growing disparities 
in educational achievement may otherwise have had on earnings. In recent decades 
the proportion of working-age people with higher qualifications has also grown 
substantially (see Figure 54). 

Figure 54: Qualification distribution over time 

 
Source: Ministry of Education 
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In general then, the earnings structure of our labour markets is more equal than 
in many other countries, mitigating somewhat the consequences of a more or less 
privileged start to life. However, the labour market does reward educational success, 
which is in turn highly correlated with parental advantage. For children with parents 
in the bottom half of the income distribution, only 10% to 20% are currently achieving 
a bachelor’s-level qualification, whereas the rate rises to 50% to 60% of children 
with parents in the top income decile (see Figure 55).  

Figure 55: Higher qualification rates by parental income, for children born in 1986 to 1995 

 
Source: Brown (2022) 

Not including the cost of student loans, public funding of tertiary education per learner 
is higher than funding for school students and nearly as high as funding for Early 
Childhood Education (ECE – see Figure 56). And whereas ECE and schooling funding 
benefits nearly all children, given near-universal participation, Figure 55 suggests that 
public funding of tertiary education goes disproportionately to children of the most 
advantaged parents (see Figure 55). While there are public benefits to this investment, 
about three-quarters of the benefit of this higher education accrues to the individuals 
in question rather than the public at large (OECD, 2021).  
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Figure 56: Public funding levels for education over time 

 
Source: Ministry of Education 

Evidence: Family formation and assortative mating 

We have already seen in earlier sections how partnership in general confers both 
material and non-material advantage relative to being single, particularly for parents. 
Partnership affects poverty rates and headline inequality because of the process 
of ‘equivalisation’ discussed earlier.  

Equivalisation means that changes in household composition over time can affect 
the distance between the advantaged and disadvantaged, as measured by headline 
income inequality. The last time this was examined formally in New Zealand was 
in a 2001 paper by Dean Hyslop and Dave Maré, who found that between 1983-86 
and 1995-98 changes in household structure, primarily the declining proportion 
of two-person families, explained about one-sixth of the increase in headline inequality 
over that time. But in more recent years, the composition of households has shifted 
towards larger, multi-family households (see Figure 57). This trend has likely resulted 
in headline inequality being lower than it would have been in the absence of this trend, 
all else equal.  
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Figure 57: Household composition over time 

 
Source: Census 

The increase in ‘couple only and other person(s)’ households is plausibly a result 
of more children staying at home longer into adulthood, perhaps reflecting the time and 
monetary cost associated with longer periods of time in education, alongside high 
housing costs. Over a quarter of people aged 18 to 30 live with their parents, with the 
rate increasing slightly between 2013 and 2022 (McCallum, 2022). This suggests that, 
to some extent, material advantage among young adults is being maintained by a delay 
in independence. Whether this is a good or a bad thing is a very open question. But it is 
certainly the case that the median age at first marriage or civil union has increased 
steadily in recent decades, now being about 30 for both men and women whereas 
in 1980 marriage at 20 to 25 was common (see Figure 58). 
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Figure 58: Age at first marriage or civil union over time 

  
Source: Stats NZ 

Among those who do partner and form their own households, an important factor that 
can affect levels of advantage and inequality is the degree of what economists 
affectionately call ‘homogamy’ or ‘assortative mating’. As a recent Motu paper on the 
subject put it so well in its summary haiku (Alimi, Maré and Poot, 2018): 

“Falling in love with 

One as educated boosts 

Inequality” 

The basic idea is that if high-income individuals tend to pair up with low-income 
individuals, then average household incomes will be more equal than if high-income 
individuals tend to pair up with high-income individuals and low-income individuals tend 
to pair up with low-income individuals (or stay single). The same argument applies 
to educational matching, given the connection between education and income. 
Over the period 1986 to 2013, Alimi and colleagues found that educational matching 
did increase in New Zealand and this contributed to increasing headline inequality. 
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5. Wealth and capital income 
Key points 

• Wealth inequality is much higher than income inequality, with more than half 
of total wealth held by 10% of people and about half of people having no or very 
low net wealth. 

• Wealth inequality is only partly explained by lifecycle patterns of accumulation – 
there is substantial inequality in wealth within each age group. 

• Wealth inequality is both a cause and consequence of income inequality – 
higher-income people find it easier to accumulate wealth and accumulated wealth 
generates capital income that helps sustain those high incomes. 

• There is evidence to suggest a lack of competitiveness and associated economic 
rents in several markets, particularly markets for urban land and for financial and 
insurance services. These economic rents may disproportionately accrue to those 
who are already advantaged, though further research is necessary.  

Definition 

Wealth is simply income that has accumulated through savings.35 Wealth inequality 
can thus be seen as a lagged effect of income inequality – evidence suggests that 
income inequality and wealth inequality commonly move together (Liberknecht and 
Vermeulen 2018).  

Wealth inequality can also contribute to income inequality, as it generates a kind 
of income that is partly missing from measured household income inequality: capital 
income. Wealth tends to be invested in housing and other types of asset that yield non-
labour income in the form of capital gains, imputed rent, dividends and so on. In the 
income measures considered in section four, only the third example in this list would be 
included. 

Capital income is generated in markets such as housing markets where savings can 
be invested. So to understand the sources of wealth and capital income inequality,  
it is important to consider the functioning of these markets. 

Normative grounds for concern 

• If wealth is acquired lawfully, and through prudent activity, then differences in wealth 
levels may not be a concern (libertarianism).  

• On the other hand, wealth inequalities generated by regulatory capture or the exercise 
of market power may be of more concern under many of the normative accounts, such 
as utilitarianism.  

• The concentration of wealth might also confer inter-generational advantages at the top 
of the distribution, reducing equality of opportunity that is concerning on luck egalitarian 
accounts.  

 
35  As per our definition of economic income throughout part two, ‘income’ here includes capital gains, 

inheritances and so on. 
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Evidence: Wealth inequality 

At any given point in time the cross-sectional distribution of physical and financial 
wealth according to the data we have available is highly unequal. Because wealth 
is so concentrated, a useful way to summarise wealth inequality is by examining 
the share of wealth held by people above various percentiles, as shown in Figure 59. 
The distribution of wealth is most unequal when measured at the level of the individual 
– household wealth is still unequal but slightly less so, as it represents the pooled 
resources of individuals who differ in their personal wealth. According to data from the 
Household Economic Survey, the wealthiest half of people hold nearly all the wealth, 
the wealthiest 10% own over half the total wealth, the top 5% own about 40% of the 
wealth and the top 1% own about 20% of the wealth.  

Figure 59: Wealth distribution across individuals and households, 2021 

 
Source: Household Economic Survey 

The unequal distribution of wealth partly reflects lifecycle patterns of accumulation – 
older people have higher wealth, on average, than younger people simply because 
they have had more time to accumulate it. Having said that, there is still substantial 
variation in wealth within each age band, showing that lifecycle patterns only explain 
part of the wide variation in cross-sectional wealth (see Figure 60).  
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Figure 60: Wealth distribution by age group, 2015 

 
Source: Tax Working Group Secretariat (2018) 

This data is based on household surveys, which tend to under-estimate the 
concentration of wealth at the top of the distribution (Stats NZ, 2022). This suggests 
that wealth inequality is perhaps even higher than these numbers suggest. Then again, 
Wilkinson and Jeram (2016a) make the point that entitlement to New Zealand 
Superannuation has an implicit capital value they estimate is worth about $500,000 
at age 65. If included in the wealth data it would be the dominant source of wealth 
for the median household aged 65 to 69. This entitlement also means that lower-
income households in particular have less incentive to save and accumulate wealth. 
If this type of quasi-asset were included in estimates of wealth inequality, then 
measured wealth inequality would be much lower than it is. The same is true for other 
types of entitlement – adding the present discounted value of future health expenditure 
would lower estimated wealth inequality as well, for example,. 

Evidence: Capital income 

Because the distribution of capital is so unequal, the distribution of capital income 
is highly unequal as well. However, it is difficult to be precise about inequalities 
in capital income because we lack information about several important types 
of untaxed capital income, such as capital gains. We also lack information about 
inheritances, which may or may not be considered income (the broad definition 
of income in this paper would include them). 

We have the best information for capital income such as dividends on shares and 
interest payments on bank deposits and bonds. These types of income are very 
unequally distributed. Most people receive no income of this type or just a small 
amount through their Kiwisaver account. But for a relatively small group of people near 
the top of the wealth distribution this type of income can be substantial, reflecting the 
fact that financial assets, such as equities, are mostly owned by people and 
households in the top percentiles of wealth. 
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Figure 61: Distribution of housing and other non-housing assets, 2018 

 
Source. Symes (2021) 

Capital gain on financial assets, primarily share price improvements, is another type 
of income that is highly concentrated among the minority of people with substantial 
financial wealth. As we have no capital gains tax we lack data to quantify the precise 
level of inequality in this type of income.  

We also lack the data to fully understand the distributional impacts of capital gains 
on housing, which has been very substantial in recent years. As highlighted in the 
earlier background paper (The Treasury, 2022a), real house prices since 1980 have 
grown faster in this country than in any other OECD country for which we have data. 
Another type of unmeasured income is called ‘imputed rent’ and it accrues to people 
who live in a house they own. This concept follows on from the definition of ‘economic 
income’ introduced before. In the earlier example, we talked about how it is irrelevant 
for material wellbeing whether our eggs come from the market or not. In the same way, 
the ‘housing services’ we consume contribute to our material wellbeing irrespective 
of whether they are provided through payment in the rental market or for free via 
ownership of the house.  

These housing services show up in the measure of consumption for renters but not 
for homeowners. This means that income measures that do not adjust for the ‘free’ 
housing services being consumed by homeowners systematically understate the 
material standard of living of homeowners. Imputed rents adjust for this by adding 
to the income of homeowners what it would cost to rent their home on the open market.  

The final major omission in our data on capital income is data on inheritances and gifts. 
Since New Zealand ended inheritance tax in 1992 and gift duty in 2011, our data 
on this topic has been very poor. The most recent study was that of Briggs (2008), 
who estimated that each year inheritances are received equal about 2% of GDP. 
This is quite small in comparison to income from other sources, so it is unlikely to make 
a large difference to income inequality.  
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Research using inheritance data from Christchurch in the 1990s concluded that 
“inheritance tends to exacerbate divisions created in the occupational sphere rather 
than reduce them” (Thorns, 1995, quoted in Briggs 2008) and more recent Australian 
research found that people who are already wealthy tend to receive higher inheritances 
on average (Wood and Griffiths, 2019). However, inheritances received by lower-
wealth people tend to result in a higher proportional increase in their wealth than 
inheritances received by higher-wealth people. As a result, analysis by the Australian 
Productivity Commission (2021) concluded that inheritances, somewhat counter-
intuitively, tend to reduce relative inequality. 

Evidence: Markets for investment and economic rents 

For those who find themselves advantaged in the labour market, most will seek 
to consume less than they earn so as to invest their savings. Housing is a major form 
of investment, as it allows people to avoid paying rent and to build an asset. 

Many buyers of housing are also motivated by the prospect of capital gains. 
When people buy a dwelling they also tend to buy the land under it, and in recent 
decades the price of residential land has increased very substantially. This has led 
to substantial gains, especially for highly leveraged people such as first-home buyers.36 
An increase in the price of land absent any effort to improve it is the quintessential 
example of unearned income or ‘economic rents’, having been discussed extensively 
as far back as the 19th century by both J.S. Mill and Henry George. 

Land prices tend to be highest near the centre of towns and cities as central locations 
offer the greatest ease of transport to all parts of the area. As an economy grows, 
land prices will tend to as well, as the transport benefits of being near the centre are 
correspondingly greater. Public investment in roads, parks and other amenities tend 
to increase the price of land too. This kind of price increase occurs even 
in circumstances where there is an abundant supply of land available for the 
construction of new housing units (units, apartments or standalone houses). In this 
sense, owners of housing are advantaged by general economic growth and public 
investment rather than their own efforts, providing the basis in the writings of Henry 
George and his many later followers for ample taxes on land to socialise the ‘unearned 
income’ associated with population growth or public investment in local amenities. 

Important as this phenomenon is, it only explains a modest amount of the increase 
in land prices over recent decades. A recent piece of work by the Housing Technical 
Working Group (2022), drawing in part on earlier work by Andrew Coleman (2017) 
and Chris Parker (2022), highlighted that there is an interaction between costly land 
use regulations, tax settings and interest rates. Compared to some other types 
of investment, housing and urban land have tended to be treated very favourably 
by our tax system, increasing demand that in a context of restricted supply serves 
to inflate prices. Falling interest rates also stimulate demand that absent a sufficient 
land supply response also increase prices.37 

 
36  These highly leveraged people have also been those taking on the most risk and have been 

subsequently affected by recent falls in house prices. 
37  As shown over the past 12 months, the same logic implies that increasing interest rates can lead 

to rapid falls in land prices – but as long as land supply is not competitive, we can expect prices 
to reinflate if and when interest rates fall again. 
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Scarcity of urban land is not necessarily intended by those who wish to protect 
the character of their communities. But in a piece of analysis for SUPERU, Lees (2017) 
used a range of econometric techniques to demonstrate that, whether intentionally 
or not, these kinds of regulations do substantially inflate land prices. Lees estimated 
that 48% of the cost of a home in Wellington, and 56% of the cost of a home 
in Auckland, could be accounted for by regulations preventing the development of more 
housing units (see Figure 62).  

Figure 62: Impact of land use regulation on house prices in major centres, 2015 

 

Source: Lees (2017) 

As a result of these interacting factors, land price inflation has, in some years, been 
as large as half the total amount of personal taxable income earned across the whole 
economy. Although urban land prices have fallen over the past year, they are still well 
above where they were even in 2017 when Lees undertook his analysis. 
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Figure 63: Annual increase in household assets by type, and personal taxable income, 
over time 

 
Source: Treasury analysis of the System of National Accounts and Inland Revenue data 

While the idea of an unearned income or ‘economic rents’ is intuitively most obvious 
in the case of land, the same concept has been extended over time to apply to many 
other types of economic assets and activities. Economic rent generally can be defined 
as any return to a factor of production (labour or capital) in excess of the costs needed 
to bring that factor into production (Varian, 2010).  

While conceptually clear, estimating the share of profits that can be considered 
excessive on this definition is not straightforward. Some emerging empirical work 
attempts to grapple with the challenges of separating rent from normal profit.  

Geoff Bertram and Bill Rosenberg (2021, 2022) have estimated the share of economic 
rent across the economy. Using national accounts data, they found that the share 
of economic rent appears to have increased substantially over time, particularly in the 
Finance, Insurance and Real Estate sector of the economy (see Figure 64). 

The extent to which these are true economic rents can be judged partly by evidence 
on how competitive the markets in which rents are being observed are. A Productivity 
Commission paper by Aaron Schiff and Harkanwal Singh (2019) reported that there are 
signs of competitive deficits in several industries, including those where quasi-rents are 
most apparent such as those for financial and insurance services.  

 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 84 

Figure 64: Rent share of economy over time 

 
Source: Bertram and Rosenberg (2022) 

Allan and Maré (2022), using firm-level data, also found evidence of substantial 
economic rents across several industries, including finance and insurance, as shown 
in Figure 65. They also investigated the question of how economic rents are shared 
between employees and business owners, and found that in most industries the rents 
accrue primarily to the owners of capital rather than the suppliers of labour. To the 
extent that rents were shared with employees, highly qualified employees were the 
most likely to benefit. This suggests that rents on both labour and capital are more 
likely to advantage those at the top of the income distribution. However, further work 
would be needed to confirm this.  
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Figure 65: Rents per worker by sector, 2018  

 
Source: Allan and Maré (2022) 
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6. Mobility between the generations 
Key points 

• The limited research available suggests New Zealand – like all countries – has less 
than perfect mobility between generations. Children of rich parents are more likely 
to become rich when they grow up and children of poor parents are more likely 
to become poor when they grow up. 

• Intergenerational mobility is lower for sons, higher for daughters. 

• Mobility appears to be higher in the South Island and Auckland and lower 
in Gisborne, Hawke’s Bay, Northland and Bay of Plenty. 

• Mobility appears lower for children of the most highly educated parents and for 
children of beneficiaries. 

• About half of intergenerational income immobility is explained by the 
inter-relationship between children’s IQ, educational attainment and subsequent 
occupation, with a further quarter explained by childhood behavioural problems. 

• International comparisons are inconclusive but it appears that our mobility 
is generally higher than in countries like the United States and lower than 
in countries like Denmark. 

Definition 

A society that lacks intergenerational mobility is one where children’s prospects in life 
are determined primarily by who their parents are – a caste-based or slave-holding 
society would be a good example of a highly immobile society. In contrast, a society 
with high levels of intergenerational mobility is one where children’s lives are not 
determined primarily by who their parents happen to be. A perfectly mobile society 
is one where parental and child outcomes are completely uncorrelated – children of the 
richest and poorest parents would be equally likely to end up at the top or bottom of the 
income distribution, for example,. 

Normative grounds for concern 

• It is an accident of birth who your parents are and so any advantages or disadvantages 
that arise from this are prima facie unfair under the theory of luck egalitarianism because 
it is contrary to the idea of equal opportunity.  

• On the other hand, there is a natural tendency for parents to want their children to do well; 
as long as the advantages that parents offer to their children have been earned fairly 
in markets, rather than through unjust processes such as corruption, then there may 
be no ground for concern under libertarian accounts. 
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Evidence: Intergenerational income mobility 

The local evidence base on intergenerational income mobility is small but growing. 
A recent substantive contribution was the PhD thesis by Iusitini (2022) who used two 
different data sources: the Christchurch Health and Development Study data, and the 
longitudinal census.38 His work complements and improves on earlier estimates 
provided by Gibbons (2010) based on data from the Dunedin Multidisciplinary Health 
and Development Study and by Andrews and Leigh (2008) based on data from the 
International Social Survey Programme.  

The level of mobility is most commonly inferred from what economists call the 
‘elasticity’ of income between generations and most commonly between father and 
son. An elasticity of 0 means there is no association in income between the 
generations. An elasticity higher than 0 means there is an association – the higher the 
elasticity, the stronger the association. For example, Iusitini reported an elasticity 
between fathers and sons using the longitudinal census of 0.239, which means that for 
every 1% increase in the father’s income there would be a 0.239% increase in the 
son’s income, on average. 

This estimate is similar to those produced by Gibbons (2010) and by Andrews and 
Leigh (2008), as shown in Table 2. However, Iusitini’s estimate based on the 
Christchurch data yielded a much higher elasticity of 0.533. This is perhaps 
unsurprising. As Jäntti and Jenkins (2015) point out in their review of the international 
evidence, in countries where inter-generational mobility has been frequently studied 
it is common for studies using different data sources and birth cohorts to yield quite 
different estimates. For example, in a meta-analysis of research into inter-generational 
mobility in the United States, Corak (2006) found 28 different estimates, varying from 
0.1 to more than 0.6.   

Table 2: Father-son inter-generational mobility estimates for New Zealand 

Study Data source 
Inter-generational 
income elasticity 

Iusitini (2022) Longitudinal census 0.239 

Iusitini (2022) Christchurch Health and Development 
Study39 

0.533 

Gibbons (2010) Dunedin Interdisciplinary Health and 
Development Study 

0.290 

Andrews and Leigh (2008) International Social Survey Programme 0.245 

 
There are several reasons why studies generate different estimates. The age at which 
income data is available can affect estimates, with mobility tending to be lower 
if estimated during prime earning years. Mobility can also change over time and so 
there is not necessarily any permanent, stable level of mobility for a country. Mobility 
can also be different for different parts of the population. For example, father-son 

 
38  The longitudinal census matches individuals between different censuses and so allows analysis of 

within-person change over time. 
39  This study uses family income rather than father’s income for the first generation. 
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elasticities are those most commonly reported but mother-daughter, father-daughter 
and mother-son elasticities are increasingly studied also, including by Iusitini (2022). 
These elasticities are lower than those found for father-son pairings (see Table 3). 

Table 3: Intergenerational income elasticity by gender, from Iusitini (2022) 

Study Father-son Mother-son 
Mother-

daughter 
Father-

daughter 

Longitudinal census 0.239 0.054 0.145 0.135 

Christchurch Health and 
Development Study40 

0.533 0.412 

 
Iusitini also explored many other sources of variation in intergenerational mobility. 
For example, he reported that there is less income mobility at the top of the education 
distribution. Using the longitudinal census, compared to an overall elasticity estimate 
of 0.239 for all father-son pairs, he reported that for fathers with a degree-level 
qualification the elasticity is 0.668. Father-son mobility also appears to be lower among 
children of beneficiaries, suggesting that there is greater ‘stickiness’ at the top and 
bottom of the distribution, with greater mobility in the middle. 

Another recent study was published by Brown (2022). This study used Stats NZ’s 
Integrated Data Infrastructure to examine the relationship between the personal taxable 
incomes of people aged 30, with the average taxable incomes of their parents when 
the children were aged 15 to 19. This is a shorter period of time than usually used 
in intergenerational mobility studies but still provides some useful insight.  

This study did not use the elasticity methodology but instead used the methodology 
of Raj Chetty and colleagues (2014) to compare income ranks of parents and offspring. 
The steeper the slope between the parents’ ranks and the children’s ranks, the less 
mobility there is. With a slope of 0.23 compared to the US slope of 0.3 reported by 
Chetty et al, Brown’s results suggest mobility here is a little higher than in the US. 
But as shown in Figure 66, the slope is steepest at the top of the distribution, further 
suggesting that mobility is lowest for children of the most advantaged parents. 

 
40  This study uses family income rather than father/mother income for the first generation. 
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Figure 66: Child income percentile at age 30 versus parent income percentile, for 
children born in 1985/86 to 1987/88 

 
Source: Brown (2022) 

One advantage of this administrative data is that it allows for change over time to be 
monitored. So far, Brown has only been able to look at cohorts born between 1986 and 
1992 but in future the data will allow this analysis to be extended.41 The data we have 
so far suggests that mobility over time has not changed very much in recent years – 
for each of the seven birth cohorts tracked, children of parents in the highest income 
quintile were about 2.5 times more likely to end up in the top income quantile 
themselves than children of parents in the lowest income quintile – see Figure 67.  

 
41  In future the data will also allow examination of income at an older age, which will lead to more robust 

estimates – to assess the trend Brown had to drop the age at which income was observed to 26. 
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Figure 67: Probability of reaching top income quintile at age 26, by parent income 
quintile 

 
Source: Brown (2022) 

Brown also considered regional differences in mobility. The results are presented 
in Table 4 and show that mobility is highest for children born in the South Island, 
Auckland and Wellington and lowest in Gisborne, Hawke’s Bay, Northland and Bay of 
Plenty. Further research would be needed to understand why mobility is higher in some 
regions than others. 

Table 4: Absolute upward mobility in each region (higher numbers mean more mobility) 

Region Absolute upward mobility42 
Canterbury 47.8 
Otago 46.1 
Southland 45.8 
Auckland 45.0 
West Coast/Tasman/Nelson/Marlborough 44.8 
Wellington 44.8 
Taranaki 43.4 
Waikato 43.3 
Manawatu-Whanganui 40.6 
Bay of Plenty 40.3 
Northland 39.7 
Gisborne/Hawke’s Bay 38.4 

 
Source: Brown (2022) – additional analysis 

 
42  These figures are the expected income rank of a child born in a region to parents at the 25th percentile 

of national income. 
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Drivers of mobility and persistence 

There are many potential avenues by which patterns of income might be perpetuated 
across the generations. For example, higher-income parents might: 

• directly provide their children with additional resources (financial capital) through 
gifts and bequests 

• provide their children with access to networks and connections that help them 
achieve greater early-career success (social capital) 

• help their children become fluent in the types of communication and interpersonal 
style more common among higher-income occupations (cultural capital) 

• provide genetically based advantages to their children (human capital) 

• directly invest in their children’s knowledge and skills and support them to access 
higher-quality schooling (human capital). 

Iusitini’s (2022) study examined human capital-related explanations. He found that 
children’s IQ at an early age was an important explanatory factor. At later ages, 
IQ combined with educational achievement and occupational choice explain about half 
of the observed intergenerational persistence in income, with childhood behavioural 
problems explaining a further quarter of the persistence in incomes between 
generations. 

Brown also examined education and found large differences in enrolment across 
parental income quintiles, particularly enrolment in degree-level qualifications. This 
may partly reflect transmission of preferences, if parents in professional or 
management roles encourage their children to adopt similar occupations, for example, 
and if parents in the trades encourage their children to follow in their footsteps. But to 
the extent that this reflects unequal opportunities to participate in higher education and 
obtain the advantages associated with a degree-level qualification, those who adhere 
to the theory of luck egalitarianism may consider at least some of the inequality in 
income to be of concern. 
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Figure 68: Level 7+ qualification rates by age 23, by parent income quintile and  
year of birth 

 
Source: Brown (2022) – additional analysis 

International comparisons 

Comparisons of intergenerational mobility between countries often generate substantial 
interest and debate, particularly since popularisation of the so-called ‘Great Gatsby 
Curve’ illustrating a connection between inequality and immobility – Corak (2006) 
presented data suggesting that more unequal societies also tend to have lower mobility 
between generations.  

This continues to be a plausible hypothesis and other researchers have produced 
similar results (Jäntti and Jenkins, 2015). However, the evidence base is still not 
at a point where this relationship can be considered firmly established and even 
understanding New Zealand’s position relative to other countries is far from 
straightforward. As shown in Table 2, there is a fairly wide range of estimates for the 
level of mobility in New Zealand and the same is true for other countries.  

As a result, comparisons of New Zealand’s position relative to other countries provide 
inconsistent results. Corak (2006, 2013) has attempted to provide central estimates for 
each country based on the available evidence and, when combined with the estimates 
generated by Gibbons (2010), he concluded that intergenerational mobility among men 
is higher in this country than in countries like the United States and United Kingdom but 
lower than in countries like Denmark and Norway. Gibbons also did an international 
comparison that yielded a similar ranking but the wide confidence interval around his 
estimate led him to be more tentative in making any conclusions except by comparison 
with Denmark. We should be careful not to over rely on these findings as Jäntti and 
Jenkins (2015) note that the estimates of Corak are reasonably fragile – for example, 
the ranking of countries can change based on an alternative measure of 
intergenerational mobility. 
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Iusitini also compared his estimates with findings from the international studies with the 
most similar methodologies, data, and timing.  The Christchurch data tell a similar story 
to that of Corak’s data, with our mobility being between that of Demark and the US 
(for both sons and daughters) but closer to the US – ie, fairly immobile. However, the 
longitudinal census paints a somewhat different picture, with our position being closer 
to that of the most mobile countries. The current state of the evidence does not allow 
us to draw firm conclusions, but we should know more in future as better data and 
further studies become available. 
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7. External effects of advantage and inequality 
Key points: 

• There are benefits from at least some levels and types of inequality, including 
creating incentives for effort, entrepreneurialism and innovation. 

• Those on higher incomes can generate positive externalities for others, particularly 
through lifting the productivity of those they work with. However, they also have 
some negative impacts, such as reducing the subjective wellbeing of others through 
social comparisons. 

• There are several channels by which inequality can corrode social cohesion but the 
evidence suggests these channels are not having much effect in Aotearoa 
New Zealand as yet. 

• There are several other theoretical links between inequality and outcomes such 
as lower economic growth, more violence, and health inequality, but the evidence 
for these links is either unsettled or fails to confirm them. 

Definition 

The previous three sections have considered the level of inequality and some 
of its sources. This has been motivated by the idea that, under some normative 
accounts, the extent to which we should be concerned about different levels 
of inequality may depend on its causes. 

This final section considers the extent to which inequality might be concerning because 
it causes other problems that are reason for concern. There is an emerging literature 
and debate around the extent to which inequality may enhance or undermine overall 
levels of economic performance and wellbeing more broadly. This section provides 
a brief summary of some of these considerations, which are primarily relevant 
to utilitarian accounts of distributive justice. 

Normative grounds for concern 

• Inequality might be more or less concerning depending on the effect it has on other things 
that we value. 

• If inequality creates incentives for innovation and greater productivity, that could increase 
economic growth. 

• On the other hand, inequality can reduce the sum total of wellbeing, given the diminishing 
marginal utility of income. Some level of inequality may also reduce economic growth. 

• Inequality may also affect social cohesion; those who find themselves at the bottom of the 
income distribution are less likely to trust others. 
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Evidence: Positive and negative externalities 

Our choices often impose what economists call externalities on other people. Some of 
these externalities are beneficial and others harmful. Understanding the nature of these 
externalities is an important element of understanding the impacts of inequality.  
 
For example, inequality provides an incentive to attain higher levels of education, given 
the returns on offer. And higher education generates both private and public returns. 
In New Zealand, the private returns to higher education are about triple the public 
returns, and both public and private returns are lower than in other countries (OECD, 
2021a). Even so the public returns, of $50,000 to 80,000 USD per graduate,43 are still 
not trivial and illustrate that to some extent more advantaged populations benefit others 
through increasing productivity, wages and the government’s tax take. 
 
Figure 69: Private and public returns to higher education across the OECD, 2018 

 
Source: OECD (2021a) 

Another important type of positive externality is associated with the important role 
of entrepreneurialism and innovation in enabling economic growth. To the extent that 
inequality spurs people to form or grow businesses and use their talents and resources 
to innovate, then it is generally beneficial to us all.  

However, there are also ways in which advantaged individuals may impose costs 
on wider society. For example, incomes accruing to those at the top can reduce the 
subjective wellbeing of others due to social comparisons. In a review of the evidence, 
Clark, Frijters and Shields (2007) found that happiness is negatively related to others’ 
incomes. Further evidence to support this conclusion was presented in Clark et al, 
(2018), using data from the UK, US, Germany and Australia. For the UK, Germany 

 
43  In most countries, including Aotearoa New Zealand, total returns to education tend to be lower for 

women as they are more likely to take time out of the workforce as parents – but the gap between male 
and female returns is smaller here than in most countries. 
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and Australia, the positive impact on subjective wellbeing of increases in one’s 
own income is the same size as the negative impact of increases in the income 
of others, suggesting that it is only relative income that matters for subjective 
wellbeing in these countries.  

This finding may help explain why strong economic growth in New Zealand over 
the past 25 years or so, economic growth that has increased real average household 
disposable income by more than half, has not been associated with any increase 
in average subjective wellbeing. In fact, subjective wellbeing appears to have fallen 
slightly over the same period.44 

Figure 70: Average household incomes over time 

 
Source: Household Economic Survey, analysed in Perry (2019) 

 

 
44  International comparisons, such as with Australia, are likely also part of the explanation. Grimes and 

Reinhardt (2019) reported that increases in incomes in other countries tend to decrease life 
satisfaction. 
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Figure 71: Average life satisfaction over time 

 
Source: World Values Survey 

These findings complement the result that the log-linear relationship between income 
and subjective wellbeing (Stevenson and Wolfers 2013) means that resources used 
by the advantaged do less to improve subjective wellbeing than resources used by the 
disadvantaged. If one takes a utilitarian perspective with the aim to see ‘the greatest 
happiness for the greatest number’, then the evidence suggests that higher levels 
of inequality may lead to a lower level of subjective wellbeing across the 
whole population. 

Evidence: Erosion in institutions and social cohesion 

Another potential negative impact of inequality, which has been receiving increasing 
attention, is the potential negative impact on our institutions and our social cohesion, 
which in the words of Partha Dasgupta (2021) are “enabling assets” that enhance 
our national wealth by increasing the productivity of physical and human capital. 

With social cohesion, or what is sometimes called social capital,45 the idea is that 
if inequality serves to promote distrust in one another, this could reduce the wellbeing 
of all. The economic benefits of social cohesion are well established – see the review 
in Frieling (2018) for details. A series of studies suggest there is a strong link between 
inequality and social cohesion (see for example, Kawachi et al, 1997, Knack and 
Keefer 1997, Alesina and La Ferrara 2002, Uslaner 2002, Leigh 2006). For example, 
the countries with the highest levels of interpersonal trust, like Denmark, also tend 
to be the countries with the lowest levels of inequality.  

 
 

45  Social capital is a term used to describe several distinct phenomena. When used to describe social 
cohesion it refers to the level of generalised trust and willingness to cooperate across a whole society – 
it is ‘bridging’ or ‘macro’ capital, which is distinct to institutional capital and the value of networks and 
reputation to specific individuals – this is ‘bonding’ or ‘micro’ social capital. 
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Levels of interpersonal trust in New Zealand are reasonably high compared to other 
countries overall (OECD, 2020) but our society is not fully cohesive; the General Social 
Survey also shows that interpersonal trust is lower among groups such as Māori, 
Pacific peoples and disabled people, ie, among groups that are more commonly 
disadvantaged. The World Values Survey suggests that overall levels of trust increased 
between 1998 and 2020 but the low sample size for this data source suggests 
a degree of caution is needed when interpreting this result. The General Social Survey 
is much more robust but only has results back to 2014 – there has been a slight decline 
in interpersonal trust between 2014 and 2021 according to this data source, with most 
of the decline concentrated among younger age groups (see Figures 72 and 73).  

Figure 72: Interpersonal trust over time (WVS) 

 
Source: World Values Survey 
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Figure 73: Interpersonal trust over time (GSS) 

 
Source: General Social Survey 

A degree of mutual trust is necessary for our institutions to operate effectively because 
when people stop trusting each other they tend to stop trusting collective institutions 
as well (OECD, 2022).  

There are also at least two other ways in which high levels of inequality can lead 
to institutional erosion. One is if the advantaged gain sufficient economic power to opt 
out of public institutions by isolating themselves from the need to use them. As Brian 
Barry (1998) put it: 

“If the wealthiest fraction of a society feel that they can afford to insulate 
themselves from the common fate and buy their way out of the common 
institutions, that is also a form of social isolation.” 

The idea here is that if the advantaged have sufficient means to meet their own needs 
for health, education, transport, parks, infrastructure and so on through private 
provision, their willingness to support the public provision of these services will decline. 
Given that the top three deciles of income provide nearly all the net government 
revenue (Aziz et al, 2012), and that tax compliance is driven by belief that tax 
is warranted, avoiding a situation where the advantaged can isolate themselves seems 
wise lest public institutions be left to deteriorate. 

However, levels of advantage do not appear to be at a level yet in New Zealand where 
widespread isolation of the advantaged is coming about. For example, private 
education is relatively uncommon, with the public share of school funding at 92% 
in 2020, up from 87% in 2000.46 Similarly, the public share of health funding has been 
stable at about 80% of the total over the past decade, a higher share than in most other 
OECD countries (OECD, 2021b).  

 
46  Numbers supplied by the Ministry of Education. 
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The other way in which inequality can undermine institutions is if it results 
in disproportionate political power, such as through ability to dominate the media 
landscape or through donations to political parties to shape their agendas. The latter 
topic was investigated in Thomas Anderson and Simon Chapple in a 2020 working 
paper published by the Institute for Policy and Governance Studies, building on earlier 
work by Bryce Edwards. They concluded that the relatively low level of donations 
to established political parties, and the failure of wealthy individuals to establish 
themselves in new political parties, despite the investment of substantial sums 
of money, suggests that the risks of economic advantage translating into political 
advantage have largely not been borne out in this country to date. 

Recent commentary by political finance experts such as Bryce Edwards and 
Andrew Geddis suggests that these conclusions may have been undermined to some 
extent by recent events but the situation is still evolving and full analysis of the situation 
and any possible response is still to come.47 

Evidence: Potential impacts of inequality on other outcomes 

Several other types of negative impacts of inequality on outcomes or dimensions 
of wellbeing have been researched, particularly following the popular (but 
methodologically fragile) 2009 book The Spirit Level by Richard Wilkinson and Kate 
Pickett and the 2012 book The Price of Inequality by Joseph Stiglitz. Local authors 
have also weighed in on this topic, for example in the 2013 volume edited by Max 
Rashbrooke titled Inequality: A New Zealand Crisis. Each book highlights many 
intriguing correlations that suggest that inequality is plausibly connected to other 
outcomes, such as health and education. But for most of the correlations, the literature 
is not settled on whether there is a causal relationship.   

One connection that has seen substantial research is between inequality and economic 
production. Researchers at the IMF (Ostry, Berg and Tsangarides, 2014) and OECD 
(Cingano, 2014) recently sparked substantial discussion with findings that inequality 
tends to depress economic growth. The OECD (2015) has been quite forthright about 
the implications of these findings, arguing confidently that Less Inequality Benefits All, 
to quote the subtitle of one of its flagship reports on the topic. 

But while these are provocative findings that should at least give pause to anyone 
tempted to assume that there is an inevitable trade-off between inequality and growth, 
the overall literature on this point is not yet settled. For example, one of the 
fundamental difficulties of cross-country regressions using income inequality 
as an estimator is that, as Atkinson and Bourguignon (2015) point out, there 
is substantial measurement error in many of the international databases, including that 
used by Ostry et al. And meta-analysis of the wider literature by de Dominics et al, 
(2008), and Neves et al, (2016) each found that there is no simple mechanical 
relationship between inequality and growth. As the latter authors put it: 

“Policy makers should avoid thinking of a global, single pattern for the inequality–
growth relationship because such a pattern does not exist. Instead, they should 
take into consideration the existence of specific and particular effects that differ 
from country to country and region to region and that vary with the type 
of inequality and the time span considered.”   

 
47  See for example, Bryce Edwards: Wealthy can buy access to power – and politicians don’t want this 

changed – Democracy Project. 

https://democracyproject.nz/2022/06/23/bryce-edwards-wealthy-can-buy-access-to-power-and-politicians-dont-want-this-changed/
https://democracyproject.nz/2022/06/23/bryce-edwards-wealthy-can-buy-access-to-power-and-politicians-dont-want-this-changed/
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To the extent that income inequality does harm economic productivity, it is likely via 
a causal chain that affects the growth and protection of the four aspects of our national 
wealth in the Living Standards Framework: physical and financial capital, human 
capability, social cohesion and the natural environment. Research tends to focus 
on the link between material inequality, human capability and social cohesion, or what 
are referred to in the literature as human capital and social capital. 

There are two main aspects to human capability: knowledge and skills, and health. 
At the level of an individual, family or community, knowledge, skills and health 
are important ‘functionings’ that support higher wellbeing. And at the level of a society, 
the aggregate levels of knowledge, skills and health provide public benefits to the 
society through contributing to higher economic production. In a review of the evidence 
Stephen Machin (2009) concluded that causation here is bidirectional, creating a 
feedback loop between educational and material inequality. Differences in educational 
achievement produce differences in market earnings, and differences in income can 
in turn produce differences in educational achievement for the next generation. 

There is also a strong correlation between income and health status. There are 
theoretical reasons to think that, like with knowledge and skills, the causation runs in 
both directions. However, disentangling the various causal chains is methodologically 
very challenging. A review of the evidence by O’Donnell, Van Doorslae and Van Ourti 
(2015) in the latest volume of the Handbook of Income Distribution notes there is good 
evidence for the impact of health on income inequality, for example, by reducing 
participation in labour markets. They also note that ill health in childhood can also 
affect the formation of knowledge and skills, with lifelong impacts on earnings.  

But O’Donnell et al, note that “There is little credible evidence to support the claim that 
the economic inequality in society threatens the health of all its members or that 
relative income is a determinant of health.” That is not to say that this evidence may not 
be produced in future, but for the time being we can be more confident in concluding 
that health inequalities contribute to material inequality in concluding that material 
inequality contributes to health inequality over and above the more straightforward 
claim that low (absolute) income drives lower health. 

There are also potential links between material inequality and the 12 domains 
of wellbeing in the Living Standards Framework. One link often explored is between 
income inequality and safety from crime. This interest is often driven by the fact that the 
US is both a violent and unequal place, and the fact that within the US states that are 
more violent tend to be more unequal as well. However, a review of the literature 
on the link between inequality and violent crime by Leigh, Jencks and Smeeding (2009) 
noted that there are “mixed findings”. For example, the US is a violent and unequal 
society, but Singapore is also very unequal but has much lower levels of violence. 
And any researcher trying to link violence and inequality has to be able to account 
for the fact that crime has fallen substantially across the developed world in recent 
decades, including in New Zealand (Farrell, Tilley and Tseloni, 2014), even 
as inequality has been stable or rising (OECD, 2015). Clearly there is no simple 
relationship between inequality and crime, either. 
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Conclusion and future agenda 
This paper has outlined a range of reasons why we in Aotearoa New Zealand might 
be more or less concerned about the way in which advantage is distributed across us. 
Much of the data and evidence available is ambiguous in its conclusions and can be 
read in different ways depending on one’s values and methodological commitments. 
Some readers will be concerned by at least some of what has been presented. Others 
may like to see a stronger evidence base before concluding that concern is warranted. 

This concluding section sketches out the future work that could be undertaken to 
examine policy options (for those who are concerned) or to improve the evidence base 
(for those who are unsure). 

Policy agenda 
Depending on how one reads the evidence in this paper, further work to explore policy 
options may or may not be warranted. This paper does not offer any policy analysis 
or policy recommendations. But there are several ways in which the conversation 
in this paper could be continued with more of a view to action.  

Debates about the distribution of resources can sometimes be seen as preparatory 
to a conversation about redistribution. But taxes and transfers are just one approach 
to addressing inequality. A recent collaboration of economists concerned about 
inequality led by Olivier Blanchard and Dani Rodrik (2021) has generated a useful 
taxonomy of policies that can be considered by those interested in addressing any 
concerns they might have about inequality. We have adapted their work for our local 
context and presented it as Table 5. We will not comment on the merits of these 
various policy ideas but will only note that they provide a useful starting point for 
consideration in future. 

Blanchard and Rodrik’s taxonomy notes that the re-distribution of income after market 
exchange has taken place is just one of three conceptual stages that can be targeted 
by policymakers. Alongside re-distribution policies there are what have been called 
‘pre-distribution’ policies that seek to create greater equality of opportunity for people 
to participate in markets. There are also many types of regulatory mechanism that can 
shape how markets operate in what Blanchard and Rodrik call the ‘production’ phase.  

They also show how there are different options available depending on whether one 
is concerned by the bottom of the distribution (the disadvantaged), the middle (the 
moderately advantaged) or the top (the most advantaged). 

When considering the options in the table it is important to remember that government 
policies already play a very substantial role in what Blanchard and Rodrik describe 
as the pre-production, production and post-production stages.  
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Table 5: Taxonomy of policies affecting inequality 

  At what stage of the economy does policy intervene? 
  Pre-production Production Post-production 

What kind 
of inequality 
do we care 
about? 

Bottom 
(disadvantage) 

Endowment policies 
(health care, 
education); universal 
basic income 

Minimum wage; job 
guarantees; anti-
discrimination policy; 
rental market 
regulation; social 
housing provision 

Social transfers 
(eg Family Tax 
Credit, Enabling 
Good Lives 
funding) 

Middle 
(moderately 
advantaged) 

Public spending on 
higher education 

‘Good jobs’ policies; 
industrial relations and 
labour laws, sectoral 
wage boards; trade 
agreements; innovation 
policies; employee 
ownership 

Safety nets; social 
insurance policies 

Top (highly 
advantaged) 

Inheritance/estate 
taxes 

Regulations (especially 
land use); competition 
policy and enforcement 

Wealth/capital 
income taxes 
(including capital 
gains tax); 
electoral finance 
law 

Source: Adapted from Blanchard and Rodrik (2021) 

Data and research agenda 
Like the Trends in Wellbeing background paper, this paper has identified several areas 
where further data and research would help build a clearer picture of wellbeing 
in future. Many of the areas where further data would be beneficial are similar across 
the two papers. These include: 

• Shared care and ‘modern family’ statistics: Wellbeing is much higher among 
some kinds of families than others. However, our ability to explore this further 
is hampered by the simplistic way in which families are defined across the census 
and the various surveys that produce wellbeing statistics. In future, more 
information about the prevalence of shared care and other flows of support 
between households would help us understand in more detail the circumstances 
that make sole parents, for example, more or less resilient. 

• Wealth: Like in many countries, data on the distribution of wealth is more limited 
than data for income and consumption. Data is particularly lacking at the top end 
of the distribution. Improvements in data collection would allow us to more 
accurately track changes in the distribution of wealth and the subsequent impact 
this has on the wellbeing of households.  

• Longitudinal data: The persistence or non-persistence of advantage and 
disadvantage is important for its interpretation as more or less concerning, yet most 
data sources are cross-sectional. Improving longitudinal data collection would help 
provide more detailed insights into the dynamic distribution of advantage. 

• Cross-national data: Many people now live their lives in several different 
countries. To understand wellbeing from a lifecourse perspective would ideally 
need data that allows us to analyse the role trans-nationalism plays in generating 
advantage and disadvantage. 

  



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 104 

References 
Alesina, A., & La Ferrara, E. (2002). Who Trusts Others? Journal of Public Economics, 

85, 207-34. 

Alimi, O. B., Maré, D. C., & Poot, J. (2018b). Who partners up? Educational assortative 
matching and the distribution of income in New Zealand. Wellington: Motu. 
Retrieved from https://motu-www.motu.org.nz/wpapers/18_13.pdf 

Alimi, O., Maré, D., & Poot, J. (2018a). More pensioners, less income inequaltiy? The 
impact of changing age composition on inequality in big cities and elsewhere. In U. 
Blien, K. Kourtit, P. Nijkamp, & R. Stough, Modelling aging and migration effects 
on spatial labor markets. Berlin: Springer Verlag. doi:10.1007/978-3-319-68563-2 

Alinaghi, N., Creedy, J., & Gemmell, N. (2022a). Measuring Positional Changes within 
the New Zealand Income Distribution: Evidence from Administrative Data. Working 
Paper 10/2022. Victoria University of Wellington: Wellington. Retrieved from 
https://www.wgtn.ac.nz/cpf/publications/working-papers/2022-working-
papers/WP10-2022-Mobility-Positional-Change-Individuals.pdf 

Alinaghi, N., Creedy, J., & Gemmell, N. (2022b). Differential Income Growth of 
Individuals in New Zealand: Evidence from Administrative Data. Working Paper 
09/2022. Wellington: Victoria University of Wellington. Retrieved from 
https://www.wgtn.ac.nz/cpf/publications/working-papers/2022-working-
papers/WP09-2022-Differential-Income-Growth-Individuals-Alinaghi,-Creedy,-
Gemmell.pdf 

Alinaghi, N., Creedy, J., & Gemmell, N. (2022c). Age-Income Profiles in New Zealand: 
New Estimates Based on Administrative Data. Working Paper 08/2022. Wellington: 
Victoria University of Wellington. Retrieved from 
https://www.wgtn.ac.nz/cpf/publications/working-papers/2022-working-
papers/WP08-2022-NZ-Age-Income-Profiles.pdf 

Alinaghi, N., Creedy, J., & Gemmell, N. (2022d). Income Inequality and the Accounting 
Period in New Zealand: Evidence from Administrative Data. Working Paper 
05/2022. Wellington: Victoria University of Wellington. Retrieved from 
https://www.wgtn.ac.nz/cpf/publications/working-papers/2022-working-
papers/WP05-2022-Income-inequality-and-the-accounting-period-in-NZ-
Individuals.pdf 

Alinaghi, N., Creedy, J., & Gemmell, N. (2022e). Inter-Decile Income Movements of 
Individuals in New Zealand: Evidence from Administrative Data. Wellington: 
Victoria University of Wellington. 

Allan, C., & Maré, D. (2022). Who benefits from firm success? Heterogeneous rent-
sharing in New Zealand. Wellington: Ministry of Business, Innovation and 
Employment. Retrieved from https://www.mbie.govt.nz/dmsdocument/20013-who-
benefits-from-firm-success-heterogenous-rent-sharing-in-new-zealand-pdf 

  



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 105 

Anderson, T., & Chapple, S. (2020). Patterns of political donations in New Zealand 
under MMP: 1996-2019. Working Paper 20/05. Wellington: Institute for 
Governance and Policy Studies. Retrieved from 
https://www.wgtn.ac.nz/__data/assets/pdf_file/0010/1908226/WP-20-05-patterns-
of-political-donations-in-New-Zealand-under-MMP.pdf 

Andrews, D., & Leigh, A. (2008). More Inequality, Less Social Mobility. Discussion 
Paper No. 566. Canberra: Australian National University. Retrieved from 
https://ideas.repec.org/p/auu/dpaper/566.html 

Atkinson, A. (2003). Multidimensional deprivation: Contrasting Social Welfare and 
Counting Approaches. Journal of Economic Inequality, 1(1), 51-65. 

Atkinson, A. B. (2015). Inequality: What can be done? Cambridge, MA: Harvard 
University Press. 

Atkinson, A., & Bourguignon, F. (2015). Introduction: Income Distribution Today. In A. 
Atkinson, & F. Bourguignon, Handbook of Income Distribution Volume 2A (pp. xvii-
lxiv). Oxford: North Holland. 

Atkinson, A., & Leigh, A. (2008). Top Incomes in New Zealand 1921-2005: 
Understanding the Effects of Marginal Tax Rates, Migration Threat, and the 
Macroeconomy. Review of Income and Wealth, 54(2). 

Australia Productivity Commission. (2021). Wealth transfers and their economic effects. 
Canberra: Productivity Commission. Retrieved from 
https://www.pc.gov.au/research/completed/wealth-transfers 

Aziz, O., Gibbons, M., Ball, C., & Gorman, E. (2012). The Effect on Household Income 
of Government Taxation and Expenditure in 1988, 1998, 2007 and 2010. Policy 
Quarterly, 8(1), 29-38. 

Ball, C., & Creedy, J. (2015). Inequality in New Zealand 1983/84 to 2013/14. Working 
Paper 15/06. Wellington: New Zealand Treasury. Retrieved from 
https://www.treasury.govt.nz/publications/wp/inequality-new-zealand-1983-84-
2013-14-wp-15-06-html 

Ball, C., Crichton, S., Templeton, R., & Tumen, S. (2016). Characteristics of Children at 
Greater Risk of Poor Outcomes as Adults. Analytical Paper 16/01. Wellington: The 
Treasury. Retrieved from https://www.treasury.govt.nz/sites/default/files/2016-
02/ap16-01.pdf  

Barry, B. (1998). Social Exclusion, Social Isolation and the Distribution of Income. 
CASE paper 12. London: London School of Economics. 

Bertram, G., & Rosenberg, B. (2021). The share of wages, profit and rent in New 
Zealand: two decompositions. NZAE Conference. Wellington. Retrieved from 
https://www.nzae.org.nz/wp-content/uploads/2021/07/Bertram.pdf 

Bertram, G., & Rosenberg, B. (2022). How policy and institutions affect the shares of 
wages, profit and rent in New Zealand. NZAE Conference. Retrieved from 
https://www.nzaeconference.co.nz/_files/ugd/623971_cd386c1f2ce348d19541bf60
d91b9ada.pdf 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 106 

Blanchard, O., & Rodrik, D. (2021). Combating Inequality: Rethinking Government's 
Role. Cambridge, MA: MIT Press. 

Briggs, P. (2008). Inheritances and their impact on housing equity withdrawal. DP 
2008/16. Wellington: RBNZ. Retrieved from https://www.rbnz.govt.nz/-
/media/ReserveBank/Files/Publications/Discussion%20papers/2008/dp08-
16.pdf?revision=ea82cc1d-7c9a-4eea-b3e7-660ecd264557 

Brown, S. (2022). Intergenerational Income Mobility in New Zealand. Policy Quarterly, 
18(3), 24-30. Retrieved from https://ojs.victoria.ac.nz/pq/article/view/7712/6862 

Burchardt, T., & Hick, R. (2016). The Capability Approach to Advantage and 
Disadvantage. In H. Dean, & L. Platt, Social Advantage and Disadvantage (pp. 71-
102). Oxford: Oxford University Press. 

Carter, K., & Gunasekera, I. (2012). Dynamics of Income and Deprivation in New 
Zealand, 2002-09: A Descriptive Analysis of the Survey of Family, Income and 
Employment. SOFIE Public Health Monograph Series No. 24.  

Carter, K., Mok, P., & Le, T. (2014). Income Mobility in New Zealand: a descriptive 
analysis. New Zealand Treasury Working Paper 14/15. Wellington: New Zealand 
Treasury. 

Carver, T., & Grimes, A. (2019). Income or Consumption: Which Better Predicts 
Subjective Well-Being? Review of Income and Wealth, 65 (S1), S56-S280. 
doi:https://doi.org/10.1111/roiw.12414 

Causa, O., Browne, J., & Vindics, A. (2018). Income redistribution across OECD 
countries: main findings and policy implications. Economic Policy Paper No. 23. 
Paris: OECD Publishing. Retrieved from https://www.oecd-
ilibrary.org/docserver/3b63e61c-
en.pdf?expires=1653447455&id=id&accname=guest&checksum=7A5A3116A89B3
D825CDE4563405C8ABF 

Chapple, S., & Prickett, K. (2019). Who do we trust in New Zealand? 2016 to 2019. 
Wellington: Victoria University of Wellington. Retrieved from 
http://researcharchive.vuw.ac.nz/bitstream/handle/10063/8255/trust-publication-
2019.pdf?sequence=1 

Chetty, R., Hendren, N., Kline, P., Saez, E., & Turner, N. (2014). Is the United States 
still a land of opportunity? Recent trends in intergenerational mobility. American 
Economic Review: Papers and Proceedings 2014, 2014(5), 141-147. 

Cingano, F. (2014). Trends in Income Inequality and its Impact on Economic Growth. 
OECD Social, Employment and Migration Working Papers No. 163. Paris: OECD 
Publishing. doi:http://dx.doi.org/10.1787/5jxrjncwxv6j-en 

Clark, A., Fleche, S., Layard, R., Powdthavee, N., & Ward, G. (2018). The Origins of 
Happiness: The Science of Well-Being over the Life Course. Princeton, NJ: 
Princeton University Press. 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 107 

Clark, A., Frijters, P., & Shields, A. (2007). Relative Income, Happiness and Utility: An 
Explanation for the Easterlin Paradox and Other Puzzles. IZA DP No. 2840. Bonn: 
IZA. Retrieved from https://docs.iza.org/dp2840.pdf 

Cochrane, B., & Pacheco, G. (2022). Empirical analysis of Pacific, Māori and ethnic 
pay gaps in New Zealand. Auckland: NZ Work Research Institute. Retrieved from 
https://secureservercdn.net/45.40.152.202/76v.71b.myftpupload.com/wp-
content/uploads/2022/07/PPG-Inquiry-Empirical-analysis-of-Pacific-Maori-and-
ethnic-pay-gaps-in-New-Zealand.pdf 

Coleman, A. (2017). Housing, the 'Great Income Tax Experiment', and the 
intergenerational consequences of the lease. Wellington: Motu. Retrieved from 
https://www.motu.nz/our-research/wellbeing-and-macroeconomics/fiscal-
issues/housing-the-great-income-tax-experiment-and-the-intergenerational-
consequences-of-the-lease/ 

Commerce Commission. (2022). Market study into the retail grocery sector. Wellington: 
Commerce Commission. Retrieved from 
https://comcom.govt.nz/__data/assets/pdf_file/0024/278403/Market-Study-into-the-
retail-grocery-sector-Final-report-8-March-2022.pdf 

Corak, M. (2006). Do Poor Children Become Poor Adults? Lessons from a Cross 
Country Comparison of Generational Earnings Mobility. IZA DP No. 1993. Bonn: 
IZA. Retrieved from https://www.iza.org/publications/dp/1993/do-poor-children-
become-poor-adults-lessons-from-a-cross-country-comparison-of-generational-
earnings-mobility 

Corak, M. (2013). Income Inequality, Equality of Opportunity, and Intergenerational 
Mobility. Journal of Economic Perspectives, 27(3), 79-102. 

Creedy, J. (2019). The Atkinson Inequality Measure and Inequality Aversion. Working 
Paper 01/2019. Wellington: Victoria University of Wellington. Retrieved from 
https://www.wgtn.ac.nz/__data/assets/pdf_file/0006/1863762/WP-01-2019-The-
Atkinson-Inequality-Measure-and-Inequality-Aversion.pdf 

Creedy, J., & Eedrah, J. (2014). The Role of Value Judgements in Measuring 
Inequality. Treasury Working Paper 14/13. Wellington: The Treasury. Retrieved 
from https://www.treasury.govt.nz/sites/default/files/2014-11/twp14-13.pdf 

Creedy, J., & Eedrah, J. (2016). Income redistribution and changes in inequality in New 
Zealand from 2007 to 2011: Alternative distributions and value judgements. New 
Zealand Economic Papers, 50(2), 129-152. 
doi:https://doi.org/10.1080/00779954.2014.997455 

Creedy, J., & Gemmell, N. (2018a). Income dynamics, pro-poor mobility and poverty 
persistence curves. Economic Record, 94(306), 316-328. 
doi:https://doi.org/10.1111/1475-4932.12426 

Creedy, J., & Gemmell, N. (2018b). Income Inequality in New Zealand: Why 
Conventional Estimates are Misleading. Working Paper 11/18. Wellington: Victoria 
University of Wellington. Retrieved from 
https://www.wgtn.ac.nz/__data/assets/pdf_file/0006/1863213/WP11-Income-
Inequality-in-NZ.pdf 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 108 

Creedy, J., & Gemmell, N. (2019). Illustrating income mobility: new measures. Oxford 
Economic Papers, 71(3), 733-755. 

Creedy, J., & Ta, Q. (2022). Income Mobility in New Zealand 2007-2020: Combining 
Household Survey and Census Data. Working Paper 12/2022. Wellington: Victoria 
University of Wellington. Retrieved from 
https://www.wgtn.ac.nz/cpf/publications/working-papers/2022-working-
papers/WP12-2022-Family_Income_dynamics_HLFS_May-2022.pdf 

Creedy, J., Gemmell, N., & Laws, A. (2021). Relative income dynamics of individuals in 
New Zealand. New Zealand Economic Papers, 55(2), 203-220. 

Crichton, S., Templeton, R., & Tumen, S. (2015). Using Integrated Administrative Data 
to Understand Children at Risk of Poor Outcomes as Young Adults. Analytical 
Paper 15/01. Wellington: The Treasury. Retrieved from 
https://www.treasury.govt.nz/sites/default/files/2015-09/ap15-01.pdf 

Dasgupta, P. (2021). The Economics of Biodiversity: The Dasgupta Review. London: 
HM Treasury. Retrieved from 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attac
hment_data/file/962785/The_Economics_of_Biodiversity_The_Dasgupta_Review_
Full_Report.pdf 

De Dominicis, L., Florax, R. J., & De Groot, H. L. (2008). A Meta-Analysis on the 
Relationship between Income Inequality and Economic Growth. Scottish Journal of 
Political Economy, 55(5), 654-682. 

Deverick, Z., Russell, L., & Hudson, S. (2017). Attitudes of adults towards people with 
experience of mental distress. Wellington: Te Hiringa Hauora/Health Promotion 
Agency. Retrieved from 
https://www.hpa.org.nz/sites/default/files/717221_6%20LMLM%20Report%20MHS
%202015%205%20July.pdf 

Farrell, G., Tilley, N., & Tseloni, A. (2014). Why the Crime Drop? Crime and Justice, 
43(1), 421-490. doi:https://doi.org/10.1086%2F678081 

Figari, F., Paulus, A., Sutherland, H., Tsakloglou, P., Verbist, G., & Zantomio, F. 
(2012). Taxing Home Ownership: Distributional Effects of Including Net Imputed 
Rent in Taxable Income. IZA DP No. 6493. Bonn: IZA. Retrieved from 
https://www.iza.org/publications/dp/6493/taxing-home-ownership-distributional-
effects-of-including-net-imputed-rent-in-taxable-income 

Flett, J., Lucas, N., Kingstone, S., & Stevenson, B. (2020). Mental distress and 
discrimination in Aotearoa New Zealand: Results from 2015-2018 Mental Health 
Monitor and 2018 Health and Lifestyles Survey. Wellington: Te Hiringa 
Hauora/Health Promotion Agency. Retrieved from 
https://www.hpa.org.nz/sites/default/files/Mental%20distress%20and%20discrimin
ation%20in%20Aotearoa%20New%20Zealand%20-%20report.pdf 

Friedman, M. (1957). A Theory of the Consumption Function. National Bureau of 
Economic Research. Retrieved from https://www.nber.org/books-and-
chapters/theory-consumption-function 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 109 

Frieling, M. (2018). The Start of a Conversation on the Value of New Zealand's Social 
Capital. Discussion Paper 18/04. Wellington: Treasury. Retrieved from 
https://www.treasury.govt.nz/sites/default/files/2018-02/dp18-04.pdf 

GBD 2019 Diseases and Injuries Collaborators. (2020). Global Burden of 369 diseases 
and injuries in 204 countries and territories, 1990-2019: a systematic analysis for 
the Global Burden of Disease Study 2019. Lancet, 396, 1204-22. 

Gibbons, M. (2010). Income and Occupational Intergenerational Mobility in New 
Zealand. Working Paper 10/06. Wellington: New Zealand Treasury. 

Grimes, A., & Hyland, S. (2015). A New Cross-Country Measure of Material Wellbeing 
and Inequality: Methodology, Construction and Results. Motu Working Paper 15-
09. Wellington: Motu. Retrieved from https://motu-
www.motu.org.nz/wpapers/15_09.pdf 

Grimes, A., & Reinhardt, M. (2019). Relative Income, Subjective Wellbeing and the 
Easterlin Paradox: Intra- and Inter-national comparisons. In M. Rojas, The 
Economics of Happiness: How the Easterlin Paradox Transformed our 
Understanding of Well-Being and Progress (pp. 85-106). Switzerland: Springer. 

Haines, L., & Grimes, A. (2022). What Matters for the Wellbeing of Mothers of Children 
in Material Hardship? Application of a Modified Indicator Framework. Social 
Indicators Research, 162, 449-474. Retrieved from 
https://link.springer.com/article/10.1007/s11205-021-02845-x 

Housing Technical Working Group. (2022). Assessment of the Housing System: with 
insights from the Hamilton-Waikato area. Wellington: The Treasury. Retrieved from 
https://www.treasury.govt.nz/sites/default/files/2022-08/htwg-assessment-housing-
system-hamilton-waikato-aug22.pdf 

Hyslop, D., & Mare, D. (2001). Understanding changes in the distribution of household 
incomes in New Zealand between 1983-86 and 1995-98. Working Paper 01/21. 
Wellington: New Zealand Treasury. Retrieved from 
https://www.treasury.govt.nz/publications/wp/understanding-changes-distribution-
household-incomes-new-zealand-between-1983-86-and-1995-98-wp-01-21-html 

Inland Revenue. (2017). The New Zealand tax system and how it compares 
internationally. Wellington: Inland Revenue. Retrieved from 
https://www.ird.govt.nz/-/media/project/ir/home/documents/about-us/who-we-
are/our-minister/the-new-zealand-tax-system-and-how-it-compares-
internationally.pdf 

Iusitini, L. (2022). Intergenerational income mobility in New Zealand. PhD Thesis. 
Auckland: Auckland University of Technolgoy. 

Jäntti, M., & Jenkins, S. (2015). Income Mobility. In A. B. Atkinson, & F. Bourguignon, 
Handbook of Income Distribution, Volume 2A (pp. 807-937). Oxford: North 
Holland. 

Jenkins, S. (2016). The Income Distribution in the UK: A Picture of Advantage and 
Disadvantage. In H. Dean, & L. Platt, Social Advantage and Disadvantage (pp. 
285-335). Oxford: Oxford University Press. 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 110 

Jenkins, S., & van Kerm, P. (2014). The relationship between EU indicators of 
persistent and current poverty. Social Indicators Research, 116(2), 611-638. 
Retrieved from 10.1007/s11205-013-0282-2 

Kantar Public. (2022). Experiences of Workplace Bullying and Harrassment in 
Aotearoa. Wellington: Human Rights Commission. Retrieved from 
https://www.hrc.co.nz/files/9016/6171/9660/NZ_Human_Rights_Commission_-
_Data_from_the_Workplace_Bullying_and_Harassment_-_Report.pptx 

Kawachi, I., Kennedy, B., Lochner, K., & Prothrow-Stith, D. (1997). Social Capital, 
Income Inequality and Mortality. American Journal of Public Health, 87(9), 1491-8. 

Knack, S., & Keefer, P. (1997). Does Social Capital Have an Economic Payoff? A 
Cross-Country Investigation. Quarterly Journal of Economics, 112(4), 1251-88. 

Kukutai, T., Prickett, K., Atatoa-Carr, P., & Rata, A. (2020). Family structure and 
change in early childhood and the wellbeing of tamariki Maori. New Zealand 
Population Review, 46, 70-99. Retrieved from 
https://researchcommons.waikato.ac.nz/handle/10289/14154 

Lees, K. (2017). Quantifying the impact of land use regulation: Evidence from New 
Zealand. Wellington: SUPERU. Retrieved from 
https://thehub.swa.govt.nz/assets/documents/Impact_land_use-
fullreport_110717.pdf 

Leigh, A. (2006). Does Equality Lead to Fraternity? Economics Letters, 93, 121-5. 

Leigh, A., Jencks, C., & Smeeding, T. (2009). Health and Economic Inequality. In W. 
Salverda, B. Nolan, & T. Smeeding, The Oxford Handbook of Economic Inequality 
(pp. 384-405). New York: Oxford University Press. 

Lieberknecht, P., & Vermeulen, P. (2018). Inequality and Relative Saving Rates at the 
Top. ECB Working Paper No. 2204. Frankfurt: European Central Bank. Retrieved 
from https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3289185 

Machin, S. (2009). Education and Inequality. In W. Salverda, B. Nolan, & T. Smeeding, 
The Oxford Handbook of Economic Inequality (pp. 406-431). New York: Oxford 
University Press. 

Marshall, A. (1890 [1920]). Principles of Economics. Eighth edition. London: Macmillan. 

Marx, I., Nolan, B., & Olivera, J. (2015). The Welfare State and Antipoverty Policy in 
Rich Countries. In A. B. Atkinson, & F. Bourguignon, Handbook of Income 
Distribution, Volume 2B (pp. 4615-4791). Oxford: North Holland. 

MBIE. (2021). Minimum Wage Review 2021. Wellington: Ministry of Business, 
Innovation and Employment. Retrieved from 
https://www.mbie.govt.nz/dmsdocument/18690-minimum-wage-review-2021 

McCallum, H. (2022, June 25). The realities of the boomerang adult returning to the 
family home. Retrieved from stuff.co.nz: 
https://www.stuff.co.nz/national/128982727/the-realities-of-the-boomerang-adult-
returning-to-the-family-home 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 111 

McGregor, A., & Webber, A. (2019). What do we know about discrimination in schools? 
Wellington: Ministry of Education. Retrieved from 
https://www.educationcounts.govt.nz/__data/assets/pdf_file/0006/195909/He-
Whakaaro-Discrimination-in-Schools.pdf 

McLeod, K. (2018). Our people - Multidimensional wellbeing in New Zealand. 
Wellington: The Treasury. Retrieved from 
https://www.treasury.govt.nz/publications/ap/ap-18-04 

Meissel, K., Meyer, F., Tao, E. S., & Rubie-Davies, C. M. (2017). Subjectivity of teacher 
judgements: Exploring student characteristics that influence teacher judgements of 
student ability. Teaching and Teacher Education, 65, 48-60. 
doi:https://doi.org/10.1016/j.tate.2017.02.021 

Ministry of Health. (2013). Health Loss in New Zealand: A report from the New Zealand 
Burden of Diseases, Injuries and Risk Factors Study, 2006-2016. Wellington: 
Ministry of Health. Retrieved from 
https://www.moh.govt.nz/notebook/nbbooks.nsf/0/F85C39E4495B9684CC257BD3
006F6299/$file/health-loss-in-new-zealand-final.pdf 

Ministry of Health. (2020). Longer, Healthier Lives: New Zealand's Health 1990-2017. 
Wellington: Ministry of Health. Retrieved from 
https://www.health.govt.nz/system/files/documents/publications/longer-healthier-
lives-new-zealands-health-1990-2017.pdf 

MSD. (2017). 2017 Benefit System Performance Report. Wellington: MSD. Retrieved 
from https://www.msd.govt.nz/documents/about-msd-and-our-work/publications-
resources/evaluation/2017-benefit-system-performance-report-june-2018.pdf 

MSD. (2018). Rapid Evidence Review: The impact of poverty on life course outcomes 
for children, and the likely effect of increasing the adequacy of welfare benefits. 
Wellington: MSD. Retrieved from https://www.msd.govt.nz/documents/about-msd-
and-our-work/publications-resources/information-releases/weag-report-
release/rapid-evidence-review-the-impact-of-poverty-on-life-course-outcomes-for-
children-and-the-likely-effect-of-increasing-the-adequacy-of-w 

MSD. (2022). Financial incentives to work: The gap between benefit and in-work 
incomes 2003-2022. Wellington: MSD. 

Neves, P. C., Afonso, O., & Silva, S. (2016). A Meta-Analytic Reassessment of the 
Effects of Inequality on Growth. World Development, 78 (C), 386-400. 

O'Donnell, O., Van Doorslaer, E., & Van Ourti, T. (2015). Health and Inequality. In A. 
Atkinson, & F. Bourguinon, Handbook of Income Distribution. Volume 2B (pp. 
1419-1534). Oxford: North Holland. 

OECD. (2015). In It Together: Why Less Inequality Benefits All. Paris: OECD 
Publishing. doi:http://dx.doi.org/10.1787/9789264235120-en 

OECD. (2016). Income Distribution Database (IDD): Gini, Poverty, Income, Methods 
and Concepts (2016). Paris: OECD. 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 112 

OECD. (2019a). PISA 2018 Results (Volume I): What students know and can do. Paris: 
OECD Publishing. doi:doi.org/10.1787/b5fd1b8f-en 

OECD. (2019b). PISA 2018 Results (Volume II): Where All Students Can Succeed. 
Paris: OECD Publishing. 

OECD. (2019c). Skills Matter: Additional Results from the Survey of Adult Skills. Paris: 
OECD Publishing. Retrieved from https://www.oecd-ilibrary.org/education/skills-
matter_1f029d8f-en 

OECD. (2020). How's Life? 2020: Measuring Well-being. Paris: OECD Publishing. 
doi:https://doi.org/10.1787/9870c393-en 

OECD. (2021a). Education at a Glance 2021: OECD Indicators. Paris: OECD 
Publishing. doi:https://doi.org/10.1787/b35a14e5-en 

OECD. (2021b). OECD Health Statistics 2021. Paris: OECD Publishing. Retrieved from 
https://stats.oecd.org/Index.aspx?DataSetCode=SHA 

OECD. (2022). Building Trust to Reinforce Democracy: Main Findings from the 2021 
OECD Survey on Drivers of Trust in Public Institutions. Paris: OECD Publishing. 
doi:https://doi.org/10.1787/b407f99c-en 

Ostry, J., Berg, J., & Tsangarides, C. G. (2014). Redistribution, Inequality and Growth. 
IMF Staff Discussion Note SDN/14/02. Washington, DC: IMF. Retrieved from 
https://www.imf.org/external/pubs/ft/sdn/2014/sdn1402.pdf 

Parker, C. (2022). A new Henry George Theorem for NZ's urban policy needs. 
Presentation to NZAE Conference, 29 June 2022. Retrieved from 
www.nzaeconference.co.nz/programme-day-1  

Perry, B. (2019). Household incomes in New Zealand: Trends in indicators of inequality 
and hardship 1982 to 2018. Wellington: Ministry of Social Development. Retrieved 
from https://www.msd.govt.nz/about-msd-and-our-work/publications-
resources/monitoring/household-incomes/household-incomes-1982-to-2018.html 

Perry, B. (2021a). The material wellbeing of New Zealand households: trends and 
relativities using non-income measures, with international comparisons. 
Wellington: MSD. Retrieved from https://www.msd.govt.nz/documents/about-msd-
and-our-work/publications-resources/monitoring/household-income-
report/2021/non-incomes-report-2021.docx 

Perry, B. (2021b). Child Poverty in New Zealand. Wellington: MSD. Retrieved from 
https://www.msd.govt.nz/documents/about-msd-and-our-work/publications-
resources/research/child-poverty-in-nz/child-poverty-full-report-final.pdf 

Perry, B. (2022). MSD Child Poverty Report 2022. Wellington: Ministry of Social 
Development. 

Piketty, T. (2019). Capital and Ideology. Cambridge, MA: Harvard University Press. 

Prickett, K., Paine, S.-J., Atatoa Carr, P., & Morton, S. (2022). A fair chance for all? 
Family resources across the early life course and children's development in 
Aotearoa New Zealand. Wellington: Productivity Commission. 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 113 

Rashbrooke, M. (2013). Inequality: a New Zealand Crisis. Wellington: Bridget Williams 
Books. 

Rashbrooke, M. (2021). Too Much Money: How Wealth Disparities are Unbalancing 
Aotearoa New Zealand. Wellington: Bridget Williams Books. 

Robeyns, I. (2017). Wellbeing, Freedom and Social Justice: The Capability Approach 
Re-Examined. Open Book Publishers. Retrieved from 
https://www.openbookpublishers.com/product/682 

Roemer, J. E., & Trannoy, A. (2015). Equality of Opportunity. In A. B. Atkinson, & F. 
Bourguignon, Handbook of Income Distribution, Volume 2A (pp. 217-300). Oxford: 
North Holland. doi:http://dx.doi.org/10.1016/B978-0-444-59428-0.00005-9 

Rosenberg, B. (2017). Shrinking portions to low and middle-income earners: Inequality 
in Wages and Self-Employment 1998-2015. Wellington: New Zealand Council of 
Trade Unions. Retrieved from 
https://www.researchgate.net/publication/321938044_Shrinking_portions_to_low_a
nd_middle-income_earners_Inequality_in_Wages_Self-Employment_1998-
2015/link/5a3a22140f7e9baa5018ad91/download 

Schiff, A., & Singh, H. (2019). Competition in New Zealand: highlights from the latest 
data. Research Note 2019/3. Wellington: Productivity Commission. Retrieved from 
https://www.productivity.govt.nz/assets/Documents/competition-in-new-
zealand/75b795cc4f/NZPC-Competition-in-New-Zealand-highlights-from-the-latest-
data.pdf 

Scott, D. (2021). Education, income and earnings - with updates for 2020. Wellington: 
Ministry of Education. Retrieved from 
https://www.educationcounts.govt.nz/publications/tertiary_education/beyond-
study/income-and-earnings/education,-income-and-earnings 

Sen, A. (2009). The Idea of Justice. Cambridge, MA: Harvard University Press. 

Sin, I., Stillman, S., & Fabling, R. (2017). What drives the gender wage gap? 
Examining the roles of sorting, productivity differences, and discrimination. 
Wellington: Motu. Retrieved from https://www.motu.nz/our-research/population-
and-labour/individual-and-group-outcomes/what-drives-the-gender-wage-gap-
examining-the-roles-of-sorting-productivity-differences-and-discrimination/ 

Smith, A. (1776). The Wealth of Nations.  

Smith, C., Peach, E. K., & Cording, J. (2019). The impact of multiple disadvantage on 
subjective wellbeing: New Zealand families. Wellington: Kotata Insight. 

Stats NZ. (2013). Disability Survey 2013. Wellington: Stats NZ. Retrieved from 
https://www.stats.govt.nz/information-releases/disability-survey-2013 

Stats NZ. (2021). Child poverty statistics for households with disabled people released 
for the first time – corrected. Wellington: Stats NZ. Retrieved from Child poverty 
statistics for households with disabled people released for the first time – corrected 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 114 

Stats NZ. (2022). Net worth statistics year ended June 2021 - information and 
improvements. Wellington: Stats NZ. Retrieved from 
https://www.stats.govt.nz/methods/net-worth-statistics-year-ended-june-2021-
information-and-improvements 

Stephens, M. (2022). Insights from New Zealand child poverty data. Analytical Note 
22/04. Wellington: The Treasury. Retrieved from 
https://www.treasury.govt.nz/sites/default/files/2022-09/an22-04.pdf 

Stevenson, B., & Wolfers, J. (2013). Subjective Well-being and Income: Is there any 
evidence of satiation? Cambridge, MA: NBER. Retrieved from 
https://www.nber.org/papers/w18992.pdf 

Stiglitz, J. (2012). The Price of Inequality. New York: W.W. Norton & Co. 

SUPERU. (2017). Patterns of multiple disadvantage across New Zealand Families. 
Welllington: SUPERU. Retrieved from 
https://thehub.swa.govt.nz/assets/Uploads/Familes-and-Whanau-2017-Multiple-
disadvantage-reportf.pdf 

Symes, L. (2021). The Wealth Ladder: House Prices and Inequality in New Zealand 
(AN 21/01). Wellington: The Treasury. Retrieved from 
https://www.treasury.govt.nz/publications/an/an-21-01 

Tax Working Group Secretariat. (2018). Distributional analysis. Retrieved from 
https://taxworkinggroup.govt.nz/resources/twg-bg-distributional-analysis.html 

The Treasury. (2018). Statistical Analysis of Ethnic Wage Gaps in New Zealand. 
Analytical Paper 18/03. Wellington: The Treasury. Retrieved from 
https://www.treasury.govt.nz/sites/default/files/2018-08/ap18-03.pdf 

The Treasury. (2022a). Trends in Wellbeing in Aotearoa New Zealand: 2000-2020. 
Wellington: The Treasury. Retrieved from 
https://www.treasury.govt.nz/publications/background/trends-wellbeing-aotearoa-
new-zealand-2000-2020 

The Treasury. (2022b). Wellbeing in New Zealand: A Population Segmentation 
Analysis. Wellington: The Treasury. 

Thompson, C. (Forthcoming). Equality, Equity and Distribution. Treasury Analytical 
Paper. Wellington: The Treasury. 

Thorns, D. C. (1995). Housing wealth and inheritance: the New Zealand experience. In 
R. Forrest, & L. Murie, Housing and family wealth: comparative international 
perspectives (pp. 8-35). London: Routledge. 

Topp, C. W., Ostergaard, S. D., Sondergaard, S., & Bech, P. (2015). The WHO-5 Well-
Being Index: a systematic review of the literature. Psychotherapy and 
Psychosomatics, 84(3), 167-76. doi:https://doi.org/10.1159/000376585 

Townsend, P. (1979). Poverty in the United Kingdom. Harmondsworth: Penguin. 

Uslaner, E. (2002). The Moral Foundations of Trust. Cambridge, UK: Cambridge 
University Press. 



Background paper to Te Tai Waiora: Wellbeing in Aotearoa New Zealand 2022:  
The distribution of advantage in Aotearoa New Zealand: Exploring the evidence 115 

Varian, H. (2010). Intermediate Microeconomics: A Moderen Approach, 8th edition. 
New York: W.W. Norton and Company. 

Wilkinson, B., & Jeram, J. (2016a). The Inequality Paradox: Why inequality matters 
even though it has barely changed. Wellington: New Zealand Initiative. Retrieved 
from https://www.nzinitiative.org.nz/reports-and-media/reports/the-inequality-
paradox/ 

Wilkinson, B., & Jeram, J. (2016b). Poorly Understood: The State of Poverty in New 
Zealand. Wellington: The New Zealand Initiative. Retrieved from 
https://www.nzinitiative.org.nz/reports-and-media/reports/education-article-here/ 

Wilkinson, R., & Pickett, K. (2009). The Spirit Level: Why Equality is Better for 
Everyone. London: Penguin. 

Wolff, J., & de Shalit, A. (2007). Disadvantage. Oxford: Oxford University Press. 

Wood, D., & Griffiths, K. (2019). Generation Gap: Ensuring a fair go for younger 
Australians. Carlton, VIC: Grattan Institute. Retrieved from 
https://grattan.edu.au/wp-content/uploads/2019/08/920-Generation-Gap.pdf 

 

 


	Executive summary
	Purpose and approach
	Overview
	Next steps

	Contents
	Introduction
	Purpose and scope
	Evaluating the distribution of advantage
	Structure of this paper
	Part one: Disadvantage
	Part two: Advantage and inequality

	Limitations of this paper

	Part one: Disadvantage
	1. Material hardship and income poverty
	Key points:
	Definition
	Evidence: Material hardship
	Evidence: point-in-time income poverty
	Introduction
	Headline poverty rates
	Benefit rates and poverty

	Evidence: Cross-sectional relationship between income poverty, material hardship and wealth
	Evidence: Persistent income poverty
	Mobility into and out of poverty

	Evidence: Intergenerational consequences of persistent income poverty

	2. Health and educational disadvantage
	Key points
	Definition
	Evidence: Health-related disadvantage
	Evidence: Educational disadvantage

	3. Social exclusion and multiple disadvantage
	Key points
	Definition
	Evidence: Multiple disadvantage
	Evidence: Discrimination


	Part two: Advantage and inequality
	General definition
	4. Household income inequality, consumption and labour markets
	Key points
	Definition
	Evidence: Income inequality
	Evidence: Labour markets
	Evidence: Family formation and assortative mating

	5. Wealth and capital income
	Key points
	Definition
	Evidence: Wealth inequality
	Evidence: Capital income
	Evidence: Markets for investment and economic rents

	6. Mobility between the generations
	Key points
	Definition
	Evidence: Intergenerational income mobility
	Drivers of mobility and persistence
	International comparisons


	7. External effects of advantage and inequality
	Key points:
	Definition
	Evidence: Positive and negative externalities
	Evidence: Erosion in institutions and social cohesion
	Evidence: Potential impacts of inequality on other outcomes


	Conclusion and future agenda
	Policy agenda
	Data and research agenda

	References

