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urrently, both “work” and
“family” are key priorities of
the Australian Government
as, faced with an ageing population and
high costs of living, it is grappling with the

challenge of promoting increases in both fertility
and labour force participation. With this focus, fam-
ily payments were expanded substantially under
the Howard Government (Harding, Vu, Payne, &
Percival, 2006) and the promotion of “work–life 

balance” has become increasingly
prominent. However, in 2005–06
almost 390,000 Australians—around

87,000 of whom were children—had incomes below
the poverty line, despite having a member of their
household employed. This represented nearly one-
fifth of all Australians in poverty and 2.7% of all
people in households where someone was
employed part- or full-time. Using the most recent
(2005–06) Australian Bureau of Statistics (ABS)
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would not generally experience such hardships. 
In 2003, the ratio of the minimum wages of full-
time workers to the median was 0.57 in Australia
and 0.32 in the US (Organisation for Economic Co-
operation and Development [OECD], 2008),
indicating that the gap between minimum and
median earnings was substantially greater in the US
than Australia. However, Australian studies, using
various methodologies, have found that a substan-
tial proportion of people in households where
members are in paid employment remain in
poverty (Eardley, 2000; Harding, Lloyd, & Payne,
2004; Marks, 2007; Saunders, Hill, & Bradbury,
2008). This study draws on discussion surrounding
the methodologies of poverty measurement, and
uses new data to analyse poverty among households
where at least one person is employed part- or full-
time, the characteristics of this group in 2005–06
and trends from 1997–98. The first section
describes the data and methodology used, followed
by a discussion of results and conclusions.

Methodology

Measuring poverty

Poverty analysis is the subject of ongoing debate
between researchers and commentators, with no
general consensus being reached on the “best” way

Survey of Income and Housing (SIH), this study
assesses the extent of poverty among households 
in Australia with at least one employed member,
and how the characteristics of this group differ 
from those of all Australian households living in
poverty.

In Australia, paid work has traditionally been, and
generally remains, a guarantee against being in
poverty. Frank Castles (1985) described Australia
as the “wage-earners’ welfare state”, a term which
has become standard in describing Australia’s
unique system. Castles explained that although the
Australian system is not a welfare state in the Euro-
pean sense, a strong system of arbitration and wage
regulation means that, through their wages and
other working conditions, the welfare of Australians
is provided for and protected. In 1904, three years
into Australia’s nationhood, an Industrial Arbitra-
tion Court was established and, in 1907, the
formative “Harvester judgement” ruled that work-
ers be paid a “fair and reasonable” wage sufficient
for a male to support a wife and children. The 
decision introduced employee needs into the wage
equation, a transformation of the traditional model
where employer profit was the key component in
the determination of wages (Bessant, Watts, Dalton,
& Smith, 2006; Mendes, 2008). In 1908, the Age Pen-
sion was introduced, followed by invalid pensions 

in 1910, both key aspects of the Australian social
security system that continue today. This estab-
lished as a statutory right access to income support
for Australians who are unable to work, and repre-
sented a rejection of the model of universal social
insurance that had been adopted by many other
countries (Bessant et al., 2006). Thus, from the early
beginnings of the Australian nation, the idea of fair
wages and a safety net for those unable to work was
institutionalised.

Due to these foundations, Australia has not histori-
cally had the problem of “working poverty” in the
sense that some other countries do. For example, in
the United States (US), the 2008 national minimum
wage was US$5.85 an hour (Acs & Turner, 2008),
and Acs and Loprest (2005) found that one in four
low-income families with at least one full-time full-
year worker reported that they had to “cut or skip”
meals because they were unable to afford enough
food. Due to Australia’s strong tradition of wage reg-
ulation and the safety net of government income
support, the majority of Australian households 
with one full-time or even one part-time worker

to measure poverty. Saunders and Bradbury (2006)
provide a detailed discussion of these issues.

This study is an analysis of relative income poverty,
as it defines “poverty” as having a household
income below a certain point relative to the income
distribution of the whole population. As the number
of persons in each household is not evenly distrib-
uted across the income distribution, the median is
calculated by ranking persons by their household
income, rather than households. Using this
method, people living in households with incomes
less than half the median equivalised household
income of all Australians are deemed to be in
poverty. Setting income poverty at 50% of the
median equivalised disposable income is currently
a widely accepted definition of income poverty in
Australia (see, for example, Marks, 2007; Saunders
& Bradbury, 2006; Saunders et al., 2008).

This is also an analysis of before-housing poverty,
meaning that total disposable incomes are
analysed, rather than the remaining income after
taking housing costs into account.

Australia has not historically had the

problem of “working poverty” in the

sense that some other countries do.
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Recently, there has been a shift towards the use of
households as the unit for analysis of poverty,
rather than income units,1 which had previously
been mostly used. This has been recommended by
the ABS, as households are currently believed to be
the key unit within which incomes are shared
(rather than income units) and thus a more reliable
representation of living standards (ABS, 2007a). A
key reason for this is that young people who live at
home, although not dependent on their parents,
may benefit from the income of their parents. For
example, in the Survey of Income and Housing, two
parents and a non-dependent child who live
together would be defined as two income units, but
one household. It is likely that, although the non-
dependent child might have their own income, they
benefit from living in the parental home in terms of
living standards. Thus, household income is the
unit for analysis used in this study.

A point of concern in poverty analysis is the 
treatment of respondents who report negative
incomes, often related to the reporting of business
income. Saunders and Bradbury (2006) discussed
various approaches to the issue of negative and 
low incomes. Some researchers remove the entire
lowest decile of households from analysis, while
others remove the lowest percentile. It has also
been suggested that people with incomes below 
the minimum level of government income support
could be removed, although it is unclear whether
such households might be legitimately not receiving
benefits for some reason. In deciding how to 
treat the lowest income households in the 
sample, researchers face a risk of either over-
estimating poverty or removing households in 
genuine financial hardship from the sample. In this
analysis, households reporting negative or zero 
disposable income have been removed from the
sample.

Also, a small number of households that stated cur-
rent employee earnings of zero despite having a
household member employed part- or full-time
were also removed from the sample. It is possible
that this may have been genuine; for example, if a
part-time worker had not worked in the survey
week, or if a worker had been on leave and was not
paid for sick or recreational leave. However, as this
is unclear in the SIH data, the records have been
removed. The exclusion of households that have
current employees with zero earnings is likely to be
associated with a bias in poverty rates (to the extent
that reported levels of income are accurate). The
estimated rates of working poverty are therefore
likely to be conservative.

The treatment of the self-employed in poverty
analysis is another point of debate, as it is well
established that their reported incomes do not 
necessarily reflect their standards of living (Saun-
ders & Bradbury, 2006; Saunders et al., 2008).
Some analyses exclude the self-employed, although
this is not to say that there are not self-employed
people in poverty in Australia; rather that often 
the negative or very low incomes reported by the
self-employed are not a reliable representation of

their living standards. The exclusion of all house-
holds reporting negative or zero income from this
analysis captures all self-employed households
reporting such incomes. An alternative analysis was
carried out removing all households where some-
one was self-employed. This made only a marginal
difference to the results, indicating that most
households in the subset with very low (but greater
than zero) income did not have self-employed
members. Thus, the self-employed have not been
excluded from this analysis. However, in order to
focus on households below the poverty line where
members are employees, households with self-
employed members have been excluded from the
definition of “working poverty”. “Working poor”
households are defined as households that are
below the poverty line where at least one person 
is a part- or full-time employee. This could be 
any member of the household, including children
over 15 years of age. Thus, while households 
where someone is self-employed may be included 
in the subset of all households in poverty, they 
are not included in the subset of working poor
households.

In order to compare living standards across differ-
ent types of households, incomes were equivalised
to account for the different needs of different house-
hold types. For example, a person living alone in 
a household with a given income is likely to enjoy 
a higher living standard than a couple with two 
children sharing the same income. Equivalence
scales give “points” to each adult and child in the
household, and then the household’s disposable
income is divided by the sum of these points so that
incomes can be compared across different types of
households.

The Modified OECD scale was used in this analysis
that assigned the following values to household
members:

first adult = 1

other adults = 0.5

dependent children under 15 years of age = 0.3

Therefore, the equation used to determine the
equivalence scale was as follows:

(1 + (0.5 * (number of adults – 1)) + (0.3 *
(number of dependent children))) / 2.1

with 2.1 being the number of members in a “stan-
dard” household of 2 adults and 2 dependent
children. Dependants under 15 were included as
“dependent children” and given a value of 0.3, while
dependent children 15–24 were counted as adults
and given a value of 0.5.

The division of the household’s “points” by 2.1 (the
“standard” family) meant that all incomes were
made comparable to that of a couple with two chil-
dren and that the poverty line represented the level
of income below which this standard family would
be classified as being in poverty.

While household income was the basis of the analy-
sis of poverty in this study, results are presented for
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persons. The poverty lines set in each of the years
for a couple with two children under 15 are shown
in Table 1.

Data
This analysis of poverty among households where
someone is employed part- or full-time is based on
the 2005–06 ABS Survey of Income and Housing
Confidentialised Unit Record File (CURF). This is 
a representative sample survey of 9,961 Australian
households that gathers information on the 
income and other socio-economic characteristics
of households and individuals aged 15 and over. 
The sample excludes non-private dwellings (for
example, institutions, nursing homes, hotels, hos-
tels and student residences), and dwellings in areas
defined as very remote.2 Previous editions of the
survey were also used to compare poverty over
time, from the years of 1997–98, 1999–2000,
2000–01, 2002–03 and 2003–04.3

Poverty and working poverty, 1997–2006
In 2005–06, just over one in ten Australians (10.8%
of people) lived in poverty. This represented an esti-
mated 1,161,300 households living below the
poverty line, or 2,115,900 people, 391,400 of whom
were children.

In just under one-fifth (18%) of these households
someone was in paid employment and these house-
holds have been defined as the working poor. In
2005–06, there were an estimated 135,000 working
poor households, representing 389,600 people, of
which 87,100 were children. This group made up
2.7% of all people in households where at least one
person was in paid employment.

As shown in Figure 1, the poverty rate in 2005–06
was a slight increase on previous years from 1997
(with the exclusion of 2002–03 in which the rate
was also 10.8), however the rate has remained
roughly around 10%. The rate of poverty among
households with at least one employee persisted at
roughly 3% over the period, decreasing from a peak
of 3.4% in 2002–03 to 2.7% in 2005–06.

Figure 2 breaks down working poor households by
the composition of employees in the household and
Figure 3 shows the poverty rate for each earner-
composition group. It is unsurprising that the
greatest proportion (48%) of working poor house-
holds were those supported by one part-time
employee only, and that this group had the highest
rate of poverty at 10.3%. The poverty rate for house-
holds supported by one part-time earner only was
only slightly lower than the overall poverty rate for
all households, including those with no members in
paid employment, suggesting that, generally, having
only one part-time worker in a household does not
increase incomes enough to substantially decrease
the household’s likelihood of being below the
poverty line. This group likely includes people who
are in situations that might make it difficult for
them to work longer hours, such as sole parents,
full-time students, people who are having difficulty
finding more substantial work opportunities or

Two employees,
at least one
part-time

28%

One part-
time employee

48%

One full-
time employee

24%

Persons in working poor households by composition 
of employees in the household, 2005–06

Figure 2

Source: ABS Survey of Income and Housing CURF, 2005–06
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Weekly half median OECD equivalised household 
disposable income poverty lines for a household with 
two adults and two dependent children under 15

Equivalent dollars (for the given year)

2005–06 $592

2003–04 $521

2002–03 $476

2000–01 $444

1999–00 $409

1997–98 $381

Table 1

Source: ABS Survey of Income and Housing CURFs, 1997–98 to 2005–06
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those who are prevented from working longer hours
due to disability or illness. In many of these cir-
cumstances, the household’s earned income would
be supplemented by government benefits; however,
the combination is not necessarily enough to
exceed the poverty line.

The sample of working poor households in which
there were two full-time employees was notably
insignificant (and thus not shown in Figure 2), sug-
gesting that having two full-time employee incomes
in a household is generally a guarantee against the

household falling into income poverty. However, over
half of the working poor lived in households with
either one full-time employee (24%) or two employ-
ees, at least one of which was part-time (28%). 
The rate of poverty among households with one 
full-time employee was 2.3%, and 1.8% among house-
holds with two employees including at least one
part-time employee. While these rates are relatively
low, it is particularly interesting that poverty persists
among these groups, given that traditionally in 
Australia most households would have been charac-
terised by the “breadwinner” model of having just
one full-time earner supporting the family, and that 
a full-time income in Australia was originally
“designed” to support such a family. While poverty
among households with one part-time earner is likely
to be related to insufficient hours of employment to
carry household income over the poverty line,
poverty for households with a full-time, or two part-
time employees is more likely to reflect relatively
low wages.

Also, it is becoming increasingly common for Aus-
tralian families to be supported by two incomes—
either two full-time, or one full-time and one part-
time—especially as families increasingly combine
employment with parenting. In 2006, in around
60% of couples with children under the age of 15,
both parents were employed, an increase from
54.5% in 1996 (ABS, 2007b). As this study analyses
relative income poverty, the poverty line will reflect
this change in Australian family life through the
increase in household incomes. A shift upwards in
the income distribution does not necessarily 
mean that families have a higher standard of living,
but occurs in the context of increased costs of liv-
ing. It is difficult to assess the complexity of family
decision making about labour force participation
using quantitative data, but it is possible that many
families are seeking two earned incomes in order to
keep pace with increased costs of living.
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A shift upwards in the income 

distribution does not necessarily

mean that families have a higher

standard of living.

Comparing the working poor and 
all people in poverty

As the following comparisons show, people in work-
ing poor households generally have various
different characteristics to those in the overall 
subset of households in poverty. This suggests that
the factors contributing to household incomes
being below the poverty line differ between those in
households where someone is employed and those
without any employee earnings.

Household types
As shown in Figure 4, single people (people living
alone) have had the highest rates of poverty in com-
parison to other types of households since 1997–98.
In 2005–06, nearly a third (32.7%) of people living
by themselves were in poverty. This compared to
8.4% of people living in couples only, 7% of people in
couples with children and 19.1% of people in sole-
parent families.4

In contrast to the trend in overall poverty, the 
working poor are more likely to be couples with 
children than the overall subset of people living in
poverty. In 2005–06, the rate of working poverty for
couples with children (3.1%) was only marginally
less than that for lone people (3.7%) and, as shown
in Figure 5, couples with children made up a 
substantially greater proportion of the working 
poor than all those in poverty. Sixty-one per cent of
people in working poor households lived as a couple
with children, in comparison to just under 30% of
people in all poor households. While single people
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alised, was $585 a week, compared to $529 for all
couples with children in poverty. After being equiv-
alised, the average household disposable income for
working poor couples with children was $497, com-
pared to $460 for all poor couples with children. On
average, working poor couples with children
received less income from government benefits
(including Family Tax Benefit A and B), but their
earnings meant that their total disposable incomes
were, on average, slightly greater than the whole
poor sample. The mean weekly income from bene-
fits received by working poor couples with children
was $211, compared to $337 for all couples with
children in poverty. The average weekly household
employee earnings of working poor couples with
children were $433 per week.

Thus, rather than there being a disparity in income
between working and all couples with children in
poverty, it seems that the fact that couples with
children make up the majority of the working 
poor is more attributable to the lesser proportion 
of single people in the working group than to spe-
cific characteristics of couples with children in
working poverty. Based on the Survey of Income
and Housing 2005–06, 43% of Australians lived in
couples with children; thus, it is not surprising 
that they are highly represented within a given
group. While relatively low rates of poverty among
couples with children are likely attributable largely
to the particular direction of government income
support towards families with children, perhaps 
the relatively small proportion of the poor who are
couples with children is due to the dominance of
single people among all households in poverty.
Many older singles, who form the majority of all
poor single people, were excluded from the working
poor sample as they were of retirement age and
were not employed.

As shown in Figure 6, the majority (54%) of single
people in poverty were over the age of 65. Further,
as shown in Figure 7, the rate of poverty among 
single people aged over 65 was 48%. A further 21% 
of single people in poverty were aged between 55
and 64 and this group also had a high rate of poverty
at 41%.

Poverty among Australians over 65 mostly reflects a
reliance on the Age Pension as the primary source
of income. Men become eligible to receive the pen-
sion at age 65. For women, the age of eligibility has
changed, depending on the year that women were
born, to gradually bring it into line with men.5 The
minimum age at which some women become eligi-
ble is 60, so it is possible that many single women in
the 55–64 age group receive the pension. In
2005–06, around 63% of single people in poverty
were women, and thus the high rate of poverty
among single people in the 55–64 age group reflects
this. Also, although the 55–64 year old group are
not generally of Age Pension age, the group likely
includes some who have retired early or are
employed for lesser hours. While 99% of single peo-
ple over 65 who were in poverty were not in the
labour force, 85% of singles in poverty aged 55–64
were also not in the labour force.

made up almost a third of all poor households
(32%), only 8% of working poor households were
single people.

Closer comparison of the incomes of couples with
children in working poverty and in overall poverty
revealed that there was no great difference in the 
distribution of disposable income within each of 
the groups. The mean disposable income of working
poor couples with children, before being equiv-

0

10

20

30

40

50

60

65+55–6435–5415–34

Pe
rc

en
ta

ge
 li

vi
ng

 in
 p

ov
er

ty

12

41

48

21

Poverty rate among single people, 2005–06Figure 7

Source: ABS Survey of Income and Housing CURF, 2005–06

65+
54%

55–64
21%

35–54
18%

15–34
7%

Single people living in poverty, by age, 2005–06Figure 6

Source: ABS Survey of Income and Housing CURF, 2005–06

Sole parent
15%

Lone
person
31%

Other
3%

Couple
without

dependent
children

23%

Sole
parent*

8%

Lone
person

8%
Other*

3%

Couple
without

dependent
children

20%

Couple with
dependent children

61%

Couple with
dependent children

28%

Working poor households All poor households

Persons in working poor households and all poor 
households, by household type, 2005–06

Figure 5

Note: *There were fewer than 30 households in poverty with “other” as their type of
household and the results should be treated with caution.

Source: ABS Survey of Income and Housing CURF, 2005–06



21Australian Institute of Family Studies Family Matters  2009  No. 81 

In March–June 2006, the weekly rate of the Age
Pension for a single person was $249.856 (Centre-
link, 2006). If this was the single person’s only
source of income, they would be below the poverty
line. When a single person’s income of $249.85 is
equivalised for comparison with the “standard”
family of a couple with two children, it equates to
$524.69, below the poverty line of $592 per week.
While this is clearly not a high income and meeting
daily costs would likely be challenging, older single
people generally have relatively lower housing costs
and so it is possible that their income may under-
state their standard of living relative to that of
people with greater housing costs. Studies of before-
and after-housing poverty have shown that rates 
of after-housing poverty among older Australians
are lower than before-housing rates (Harding,
Lloyd, & Greenwell, 2001; Harding & Szukalska,
2000; Marks, 2007).

Further, while the extension of family payments
over the past decade has likely contributed to
decreasing rates of poverty among couples with
children, the types of government benefits for
which single people are eligible—such as the New-
start unemployment benefit, Youth Allowance, the
Age Pension and Disability Support Pension—
remain at levels at which the household income of
sole-person recipients is likely to remain below the
poverty line. Table 2 compares the single-person
rates of various benefits in March–June 2006 to the
poverty line, showing that the Age and Disability
Pensions, unemployment benefit and Youth
Allowance all fall short of the poverty line.

Unfortunately, the sample of working poor single
people was insufficient in size to be reported by age
group; however, results do suggest they are younger
than the single people in the overall subset of people
in poverty. Also, as shown by the small remainder 
of poor single people over the age of 55 who are “in
the labour force”, it is clear that people in poverty 
in this age group are generally not employed. Of 
all working poor households, around 83% of house-
hold reference people7 were aged between 15 and
54. Thus, while poverty in Australia is particularly
experienced by single people, especially those 
over 65, working poverty is characterised by younger
working-age people living in a variety of family types.

Income sources
Income poverty in Australia’s “wage-earners’ wel-
fare state” is also often associated with households
having government income support as their primary

Government benefits for single people and the poverty line, March–June 2006

Weekly rate for a In equivalised dollars for Difference from the poverty 
single person a single person* line of $592

Age or Disability Support Pension $249.85 $524.69 –$67.31

Newstart Allowance $205.30 $431.13 –$160.87

Youth Allowance (away from home) $167.35 $351.44 –$240.57

Note: These amounts do not include rent assistance that might be included in the payment for renters. Amounts are in equivalised 2006 dollars.* As a couple with two
children was used as the “standard family” when equivalising incomes, the incomes of sole people change from their original dollar amounts. 

Source: Centrelink, 2006
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Notes: * There were fewer than 30 households in poverty with “other” as their primary
source of income and the results should be treated with caution.

Source: ABS Survey of Income and Housing CURF, 2005–06

source of income (Harding et al., 2001; Harding et
al., 2004). As shown in Figure 8, over three-quarters
of Australians living in poverty derived most of their
household income from government benefits. The
poverty rate among people in households where 
government benefits were the main source of
income was 40.3%. As discussed earlier and shown
in Table 2, many payments would not be sufficient
on their own to keep a household’s income above the
poverty line.

Overall, only 13% of people in all poor households
had wages and salary as their primary source of
income. An alternative method for defining working
poverty is to look at those in poverty who derive
their income primarily from wages and salary.
Based on this definition, the rate of working poverty
in 2005–06 would have been 2% of all persons, rep-
resenting an estimated 264,000 Australians. The
rate for households in poverty in which at least one
person is employed is slightly higher, as it also
includes those in households where some income is
sourced from wages and salary, although employee
earnings are not the principal source.

Figure 8 shows that the working poor were not 
primarily supplementing income from government
benefits with wages and salary, as may have been
expected, but that in fact the majority derived most
of their household income from their employee earn-
ings. Sixty-eight per cent of people in working poor
households sourced the majority of their income
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Educational qualifications
A lack of post-school educational qualifications 
has also traditionally been associated with higher
rates of income poverty in Australia (Harding et al.,
2001; Harding et al., 2004; Marks, 2007). This 
continued in 2005–06, with 66% of all people in
poverty living in a household where the reference
person’s highest qualification was Year 12 or less.
The majority of the working poor also lived in
households where the reference person’s education
was to Year 12 or less; however, as shown in Figure
10, the working poor were more likely to have
higher qualifications than the overall subset. 
A lesser proportion (56%) of the working poor had
household reference people with a highest qualifi-
cation of Year 12 or less and a greater proportion
had university qualifications. Also, a slightly greater
proportion of the working poor also had certificates
or diplomas than the overall subset of people in
poverty. The greater representation of people with
higher qualifications among the working poor likely
reflects the fact that people with higher qualifica-
tions are more likely to be employed than those
without qualifications and also that a substantial
proportion of older people among the subset of all
people in poverty are less likely to have post-school
qualifications.

Figure 11 shows the rates of poverty and working
poverty by the household reference person’s high-
est qualification, both of which decrease as the level
of the household reference person’s qualification
increases. For households where the reference per-
son’s highest qualification was Year 12 or less, the
poverty rate was just below 17%, substantially
higher than the overall average rate of poverty.
Households where the reference person had a 
post-school qualification, either from vocational
education and training (VET) or university, experi-
enced lower than average rates of poverty (7.2% for
households where the reference person had a VET
qualification and 4.9% where they had a university
degree). Working poverty followed a similar pattern.
In households where someone was employed and
the reference person had no post-school qualifica-
tion, 4.1% were in poverty, while those in which the
reference person had a university or VET qualifica-
tion experienced rates of working poverty lower
than the average. This is further evidence of the
strong connection between educational qualifica-
tion and income.

Conclusions
Although in Australia being in paid employment
generally lifts household income above the poverty
line, a number of Australians remain in poverty
despite someone in their household being
employed. In 2005–06, 2.7% of people in working
households were living below the poverty line, and
this rate had remained at roughly 3% since
1997–98.

While poverty was virtually non-existent among
households with two full-time earners, almost a
quarter of the working poor were in a household
with one full-time employee, and 28% in households

from wages and salary, compared to 29% whose chief
source of income was from government income sup-
port, supplemented by their employee earnings.

A further 10% of people in all poor households, and
3% of those in working poor households, drew most
of their income from “Other” sources (including
business income and investment); however, in both
cases the samples were small and the results must
be treated with caution.

Further to this, Figure 9 shows that, while the
majority of working poor households do receive
some income from government benefits, they are
more likely to have no recipients of benefits, and
less likely to have more than one recipient in the
household than the overall subset of people in
poverty. While 11% of all people in poverty lived in
a household with no income from government ben-
efits, 27% of the working poor had no recipients of
benefits in the household. In addition, 25% of peo-
ple in working poverty lived in a household where
two or more people received benefits, compared to
34% of all people living in poverty.

University
 degree

10%University
degree*

18%

Certificate
or diploma

24%

Year 12 or less
56%

Certificate
or diploma

26%

Year 12 or less
66%

Working poor households All poor households

Persons in working poor households and all poor 
households, by highest qualification of household 
reference person, 2005–06

Figure 10

Note: * There were fewer than 30 households in poverty with their highest qualification
being a university degree and the results should be treated with caution.

Source: ABS Survey of Income and Housing CURF, 2005–06

Two or
more
34%

Two or
more*
25%

One
55%

None
27%

One
48%

None
11%

Working poor households All poor households

Persons in working poor households and all poor 
households, by number of benefit recipients in the 
household, 2005–06

Figure 9

Note: * There were fewer than 30 working poor households with two or more benefit
recipients and the result should be treated with caution.

Source: ABS Survey of Income and Housing CURF, 2005–06



23Australian Institute of Family Studies Family Matters  2009  No. 81 

where there were two employees, at least one of
which was part-time. The fact that poverty rates
were especially low among households with one
full-time or two part-time employees suggests that
the problem of relative income poverty among
working households is generally not related to 
low wages. However, for households where poverty
persisted in spite of having a full-time or two part-
time employees, low pay was more likely to be a
factor in their low income. Also, as families increas-
ingly have two incomes, the relative income
poverty line will reflect this shift, thus making the
incomes of families supported by only one earner
relatively low. However, this does not necessarily
mean that the relative living standards of those in
poverty have improved, as the costs of living are
also increasing.

In comparison to “overall” poverty, which is domi-
nated by single and usually older people in
Australia, working poverty was more of a problem
for young families. Their poverty generally did not
reflect incomes based primarily on government
benefits—perhaps the situation most closely asso-
ciated with being in poverty in Australia. Working
poor households were more likely to be supple-
menting employee income with benefits than the
reverse situation (which may have been expected)
and were more likely to have higher levels of 
education than those in poverty overall.

both sides of politics and the philosophy of “mutual
obligation” returned an element of proving that one
was “deserving” into eligibility for income support
(Castles, 2001). In 2006, the momentous Work
Choices and Welfare to Work legislation were
passed, intensifying the challenge to the pillars of
the traditional Australian system of which Castles
spoke. The data analysed here are not recent
enough to capture any impact that the introduction
of Work Choices may have had on working poverty
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In Australia, employment may 

generally be the most reliable way

out of poverty, but it has not 

protected all Australians. 

As this was a study of before-housing income
poverty, the impact of wealth and assets such as
home ownership was not captured, and further
analysis incorporating such characteristics would
be valuable in expanding the understanding of
working poverty in Australia. While older Aus-
tralians—mostly single aged pensioners—form the
majority of people below the income poverty line,
they are less likely to be in poverty when after-
housing measures are used. Thus, the incorporation
of wealth and particularly housing characteristics
into the analysis of working poverty could poten-
tially highlight deeper issues of financial stress
among younger households, both working and 
otherwise, who are more likely to have higher hous-
ing costs.

In 2001, following the release of the “McClure
report” (Reference Group on Welfare Reform,
2000), Castles was pessimistic about the continua-
tion of Australia as a “wage earners’ welfare state”,
as the labour market had begun to be deregulated by

and, given the short life of the package, the potential
impacts of such deregulation of wages and condi-
tions on working poverty in Australia may never be
fully known.

While the relatively low rates of working poverty
found in this analysis suggest that Australia remains
a “wage earners’ welfare state”, the persistence of
poverty among a sizeable number of Australians in
households where at least one person is employed
does raise the question of whether there is a “gap”
in our system of fair wages and the income support
safety net, and whether income support is being
targeted most effectively. Traditionally, the income
support safety net has supported those who cannot
work physically and those who cannot find employ-
ment, but perhaps those who struggle to have
sufficient hours of employment are falling through
the gap. This raises the further issue of whether
government financial support of other situations,
such as parenting, caring or studying, should be
extended, and whether means tests are limiting the
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scope of income support to supplement earned
income in such cases to sufficient levels. The fact
that the total disposable incomes of the working
poor are on average not substantially greater than
that of all poor households raises the issue of
whether there are financial incentives for people in
poor households to increase their labour force par-
ticipation. In Australia, employment may generally
be the most reliable way out of poverty, but it has
not protected all Australians and is an issue deserv-
ing further exploration.

Endnotes
1 ABS Confidentialised Unit Record File data are generally

structured into three units for analysis—persons, house-
holds and income units. “Income units refer to groups of
related persons within a household whose command over
income is assumed to be shared. Income sharing is assumed
to take place between married (registered or de facto) 
couples and between parents and dependent children”
(ABS, 2008a). “Households” include all members living in
the dwelling.

2 For more detailed information on the 2005–06 SIH, see ABS
(2008b).

3 Detailed information about each of the earlier issues of the
SIH is available in the technical paper for each year, from
the ABS website. Up to 2000–01, the survey was known as
the Survey of Income and Housing Costs. In the 2003–04
CURF, the ABS took a new approach to collecting informa-
tion on business and investment income. This could impact
on the way in which total disposable income is calculated
for the year, and thus it is not clear how reliable compar-
isons between income in 2003–04 and earlier years are. The
possible impact of this change will become clearer as later
surveys are released (see ABS, 2008a).

4 The figure for sole-parent families should be treated with
caution due to the small sample size.

5 For women born before July 1935, the age of eligibility is 
60. Women born in or after 1949 will have to be 65 to
receive the Age Pension—the same time as their male 
counterparts. For women born between 1935 and 1949,
there is a graduated scale so that they become eligible
between the ages of 60 and 65, depending on their year of
birth.

6 This does not include Rent Assistance, for which Age
Pension recipients who are renting may also be eligible.

7 A household “reference person” is the sole household 
member or one of the members aged over 15. The house-
hold reference person is either a partner in a couple with 
or without children or the parent in a sole-parent family. In
a household with multiple adults not in a couple, the 
reference person is the person with the highest income or,
where income is not applicable, the oldest person (ABS,
2008a). The characteristics of the household reference 
person can be used to analyse households based on person-
level characteristics, such as age or education.
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