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9. Conclusions

During the five years to 2006 the nation prospered, with strong
economic growth and falling unemployment. The fruits of

the boom were widely shared - with both affluent and poorer
neighbourhoods generally enjoying improving financial
prosperity.

The equivalent gross income of the average Australian
household increased by about 31 per cent between 2001 and
2006, a more rapid rate of growth than experienced during the
preceding five years. However, the 10 per cent of Australians
living in the most affluent neighbourhoods recorded a 36.5 per
cent growth in their average gross household incomes (after
taking account of the number of adults and children supported
by each household’s income). This compared with a 29 per cent
income growth rate for the 10 per cent of Australians living in
the poorest neighbourhoods and about a 30 per cent increase
for middle Australia. There was thus some increase in the gap
between the most affluent neighbourhoods and the rest of
Australia.

Somewhat surprisingly, the extent of this gap widened when
differential movements in housing costs were taken into
account. The housing costs of the one-tenth of Australians
living in the most affluent neighbourhoods increased by

much less than for the average Aussie household between
2001 and 2006. As a result, looking at the living standards of
households after they have paid their housing costs and after
taking account of how many people they have to support, the
incomes of those in the most affluent neighbourhoods rose by
a sharp 33 per cent. This was a more pronounced increase than
the 24 per cent recorded by those living in poorer and middle
income neighbourhoods.

Those spread across Australia’s far flung cities also faced
different experiences. Average household incomes rose sharply
for residents of Brisbane, Perth, the Northern Territory, and the
ACT. However, incomes increased somewhat more slowly for
those living in Sydney, Melbourne, Adelaide and Hobart. Within
the capital cities, after also taking account of the impact

of changing housing costs, the highest increases in living
standards were enjoyed by residents of Brisbane, Perth and the
two Territories. Particularly strong growth was also evident for
Western Australia and Queensland more generally.

For the rest of the country, however, it appeared that many
households had only managed to tread water between 2001
and 2006, with what initially appeared as substantial increases
in household income over this period being offset by rising
prices for housing and other costs of living. Most notably, living
standards appeared to have increased only slightly for the
average household in Sydney, Melbourne and Adelaide, with
the real value of sustained income growth being largely eroded
by sharp increases in housing costs and other prices.

Looking at income in 2006 spatially, we see that those living
in remote areas in Australia generally still suffer low incomes,
unless they are benefiting from the mining boom. Areas of
very high income still tend to be in the cities, although there
are lower income areas in the cities, and these tend to be
separated from the richest areas by a middle income band of
suburbs. So, overall, there is still very much an income spatial
divide in Australian cities.

Analysis of changes in unemployment rates during the

five years showed clearly how national averages can mask
divergent trends within different areas of the nation. While
many neighbourhoods notched up falls in unemployment, in
line with the national reduction in unemployment, in other
areas unemployment remained stubbornly resistant to change
or even increased.

Australia has traditionally relied heavily on migrants to

boost economic growth and fill jobs, and this has been
particularly true during the past few years of record migration
levels. Migrants mainly come into Australian capital cities,
particularly Sydney, Melbourne and Perth, but this is possibly
because governments are targeting skilled migrants, and the
jobs for skilled workers tend to be in the capital cities. Very few
migrants go to rural and remote areas.
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i Historically, 2000-01 was something of an outlier on the income inequality front, with somewhat higher income inequality than in earlier years (as
measured by the ABS using the Gini coefficient). If we extend the analysis back to cover a 10 year span, then national income inequality did increase
between 1995-96 and 2005-06 (ABS, 2007, p. 13).

ii.  Asexplained in Technical Notes, the equivalence scale used was the modified OECD scale, which gives a value of 1 to a single adult, 0.5 to second and
subsequent adults in the household and 0.3 to each child aged 0 to 14 years in the household. A standard family with two adults and two children thus
has an equivalence scale value of 2.1 (1 + 0.5 + 0.3 + 0.3). The average gross income of households within each SLA is divided by the average number
of adults and children within the average household within each SLA to give an equivalent gross income for households living within a particular SLA.
These results differ from those in our earlier AMP Report No. 8, partly because the earlier analysis used a less detailed spatial unit (the postcode or, more
accurately, “postal area” rather than the SLA).

iii.  Thisiswhy thisincrease in income for the average household is higher than the ABS national estimates cited in Section 2. The ABS estimates are increases
in income after subtracting for inflation.

iv.  Thisis an additional reason why the equivalent gross incomes of households shown in Figure 2 for 2001 differ from those in our earlier AMP Report No. 8.
In the earlier report, we used a couple with two children as the “base” household, so that the incomes of single person households were increased when
we moved from gross to equivalent gross income, as were the incomes of sole parent households with one child. In the intervening period, the ABS has
moved to adopt a single person household as the “base” household when it reports equivalent incomes (2007b, p. 13). Accordingly, we have also adopted
this convention. As noted in the Report, this means that now the gross and equivalent gross incomes of single person households remain the same as we
move from one income concept to the other, but that the “equivalent gross” incomes of both sole parent and couple with children households are lower
than their “gross” incomes.

V. See the Technical Notes for information on how “immigrants” were defined in this study using the Census data.



About one in every 4.5 individuals living
in the lowest income neighbourhoods is
aged 60 years and over, compared with
only one in every 6 in the highest income
neighbourhoods.

Technical notes

Source data

All data used in this report were taken from the Basic
Community Profile of the Census 2001 and 2006, issued by
the Australian Bureau of Statistics. The data were reported at
the Statistical Local Area (SLA) level for each of the states and
territories in both surveys. All SLAs from the eight states and
territories were included in the analysis except those which
had less than 30 people, as our previous experience has shown
that including such exceptionally small SLAs can produce
unreliable results (eg a small change in numbers in these areas
can lead to large percentage changes). Depending on the issue
under investigation, the unit of analysis in the report is the
household, family or person.

Statistical Local Area

A Statistical Local Area (SLA) is a standard geography in

the Australian Bureau of Statistics Australian Standard
Geographical Classification (ASGC) (ABS, 2004). This geography
covers the whole of Australia, with 1,430 SLAs in 2006 and
1,353 SLAs in 2001.

Spatial analysis

The type of analysis conducted in this report is a “spatial” or
geographic analysis. What this means is that we have used
Census data to calculate measures such as household income,
unemployment and overseas immigration for every Statistical
Local Area (SLA) in Australia. These have then been mapped,
graphed and summed.

This approach means that we can explore the small area
differences that may be masked when data are aggregated
into national average outcomes. The types of analyses that can
be undertaken with these spatial data, for example, include
maps of each variable to identify areas that are high or low on
a particular indicator compared to other areas.

Average gross household income

Some challenges are involved when using the Census data

to calculate the average gross household incomes of those
living in different small areas. One is that the Census only
reports gross income in ranges, rather than reporting an exact
value. We therefore need to estimate the gross incomes of
households within each Census income range.

The two censuses reported the number of households by SLA
who lived in private dwellings and had gross household income
in different ranges. We used the detailed data from the ABS

Surveys of Income and Housing Costs (SIHC) confidentialised
unit record files for 2000-01 and 2005-06 to estimate the likely
income of households within each of the Census gross income
ranges. In the first step, the gross household income of each
household in these SIHCs was classified into the same income
ranges as those reported in the census. The mean of the gross
household income for households within each of these income
ranges within the two SIHCs was then calculated. Every
household in a given Census income range was then assumed
to have the (same) average income for that income bracket.
This average value was then multiplied by the number of
households which were reported for that same income range
in the corresponding census results for each SLA. The results
were then aggregated across all income ranges within each
SLA to derive the total gross household income of each SLA. In
the final step, the aggregate gross household income of each
SLA was divided by the total number of households within that
SLA to find the average gross income per household for each
SLA.

Households reporting negative incomes had their incomes
reset to zero. On the Census, a person within a household may
not report their income. These people are given a “Not Stated”
record on the Census. This means we do not have any idea of
what the household’s true income is so, in this analysis, any
household where anyone has reported a Not Stated income

is excluded from this analysis of the spatial income deciles.
This is consistent with our treatment of “not stated” incomes
in other reports, and is also consistent with the treatment of
this group by the ABS. There are about 803,000 households, or
11.2 per cent of all households, who are excluded due to Not
Stated incomes in 2006 (and around 759,000 or 11.3 per cent
in 2001).

Average equivalent gross household income

The total number of adults, who were defined as aged 15 and
above, and total number of children (aged 0 to 14) were also
aggregated for each SLA. These numbers were then divided

by the total number of households within that SLA to find the
average number of children and adults per household. Based
on these average numbers, the equivalised number of persons
per household for each SLA was calculated, using the OECD
modified equivalence scale (ie giving the weight of 1 to the
first adult, 0.5 to the second and subsequent adults and 0.3 to
each child). The estimated average gross income per household
in each SLA was then divided by the equivalised number of
persons per household in each SLA to derive equivalent gross
income for an average household in each SLA. To give an
example, if the households in a particular SLA averaged two
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adults and two children, then the estimated average gross
household income of that SLA was divided by 2.1 (1 + 0.5 +
0.3 +0.3) to derive the estimated average equivalent gross
household income for that SLA.

Housing costs

The housing costs in this study were the mortgage payment
and rent that each private dwelling paid per week, as reported
in the two Censuses. The mortgage payment includes
repayment of principal (which differs from the ABS approach
in its national income sample surveys, which separately
identify interest payments and the repayment of principal by
households). Since the Census tables we used only reported
the amount of mortgage payment and rent in a range, the
aggregate mortgage payment and rent for all households
within each SLA were again calculated with the use of
information on mortgage payments and rents from the SIHC
2000-01 and 2005-06 in the same way as the calculation

of gross household income. After the aggregate amount of
mortgage payment and rent was calculated for each SLA, the
average amount per household was calculated by dividing by
the number of households in each SLA. This then resulted in
the calculation of gross household income net of housing costs
for that SLA.

To derive the equivalent gross “after-housing-costs” income
measure, the estimated housing cost of the average household
in each SLA was deducted from their estimated gross income.
This amount was then divided by each SLAs equivalence

scale value (calculated as described above), so as to derive the
equivalent gross “after-housing-costs” income measure.

Spatial income deciles

After the equivalent gross income for the average household
in each SLA was calculated, all SLAs were sorted by this
equivalent gross household income measure.

These SLAs were then assigned into 10 deciles in such a way
that the total number of people in each decile was 10 per cent
of the total Australian population living in private dwellings.
This means that we have weighted the results for each SLA

by the population living in private dwellings in that SLA. If

we did not weight by population size, we would be ascribing
the same importance when calculating the results to SLAs
containing 100 people or 35,000 people. As many of the small
SLAs lie outside cities and have lower average incomes, such an
approach would have given undue emphasis to smaller areas.

In some cases, a particularly large SLA falls on the boundary
between one income decile and another. In such cases, we
have to allocate all of those living in the SLA to a single decile,
which means that there can be very slightly more or less than
10 per cent of persons in each spatial income decile.

Our measure of population included all persons in occupied
private dwellings but did not include people in non-private
dwellings (for example, those living in boarding houses,
accommodation for the aged and prisons).

The spatial income deciles were used as one of the primary
classification criteria in subsequent analysis. The lowest
spatial income decile can thus be described as the decile
containing the 10 per cent of Australians living in the poorest
neighbourhoods, as measured by the average equivalent gross
household income of their SLA.

This equivalent gross household income ranking measure
for each SLA was used in all of the subsequent income decile
analysis in Sections 3,4 and 5.

No account was taken of possible changes in SLA boundaries
during the two years (as was done for the analysis of
unemployment by SLA, as described below). Because we were
weighting our results by population numbers, this was a less
important measure to take than when analysing changes

in the number of unemployed within an SLA between the
two years. Changes in the fortunes of particular small areas
through time mean that, in any event, the bottom income
decile will not consist of the same SLAs in both years.

Immigration

Neither the 2001 nor 2006 Censuses reported the total
number of recent immigrants per SLA. Rather, they reported
the number of people who were born overseas and the year
of their arrival in Australia. In both censuses, those who were
born overseas and stayed in Australia for less than a year
were deemed visitors and excluded from the reported figures.
As there was no other information on the number of recent
immigrants by SLA, the number of people who were born
overseas and stayed in Australia for more than a year and who
stated they arrived in Australia between 2002 and 2006 was
used as a proxy for the number of recent immigrants. Using
this figure may somewhat overstate the number of recent
real immigrants, as it also contains foreign students who at
the time of the 2006 Census had been in Australia for more
than one year. Nevertheless, the overall proportion of foreign
students out of the total number of people who were born
overseas was not usually large and so was considered to be
small enough to be irrelevant for the broader picture that
we were exploring. Further, many of the students studying

in Australia for more than a year also subsequently become
permanent immigrants. In the 2006 Census, 649,000 people
reported that they were born overseas, arrived in Australia
between 2002 and 2006, and were in Australia for more than
one year.



In calculating the proportion of the population who were
recent immigrants, the total population of each SLA was
defined as those who were usual residents of that SLA.

In Figure 14, the results are not weighted by the usual
residents of each SLA, so the yellow group consists of the

20 per cent of SLAs with the lowest proportions of migrants
as a percentage of usual residents. Note that the 2006 SLA
boundaries were used in this analysis, as the question about
who stated they arrived in Australia between 2002 and 2006
was from the 2006 census

Unemployment

In this report, the calculation of total unemployed persons
and total labour force was limited to those who were aged

15 and above. An unemployed person was one who was
unemployed and looking for full-time or part-time work for the
week prior to the Census night. On the other hand, the labour
force included all those who were 15 years old and above and
who were employed (ie who worked for payment during the
week prior to the Census night, or had a job but who were on
leave or who were on strike or stood down temporarily) and
who were unemployed. The unemployment rate was the ratio
between the total numbers of unemployed persons to the
total number of persons in the labour force within each SLA.

Comparing SLAs through time

Comparison of changes in the fortunes of small areas through
time is complicated by the changing boundaries of Statistical
Local Areas. Some large SLAs in 2001 were split into two or
more SLAs in 2006 and, more rarely, some existing 2001 SLAs
were merged together in the 2006 Census. There were 1,353
SLAs in the 2001 Census but there were 1,430 SLAs in the 2006
Census.

For most of the analysis presented in this report it was not
necessary for us to make any adjustment for these changing
boundaries. However, for the analysis of changes in the
number of unemployed and the unemployment rate by SLA
between 2001 and 2006, we needed to try to create consistent
small area boundaries. For that reason, just for this section

of the report, adjustments had to be made to SLAs in 2001

to ensure that they matched with the new SLAs in the 2006
census. This was done in two steps. First, for those SLAs in
2001 that were merged into a single SLA in 2006, all the 2001
variables were aggregated to create new aggregated variables
for a new SLA. Second, for those 2001 SLAs that were split into
two or more new SLAs in 2006, the value of the variables was
divided according to the proportion of population of the new
2006 SLAs relative to the old 2001 SLA.

Thus, for example, if a single SLA in 2001 was divided into
three new SLAs in 2006, one containing 50 per cent of the
population of the original SLA and the other two containing

25 per cent each, all of our statistics for the original SLA were
multiplied by these factors (.50, .25, 25), so that three new SLAs
were created which shared the characteristics of the original
2001 SLA. It is very important to note that this method cannot
take into account situations in which the characteristics we
are examining are not distributed evenly across the new SLA
boundaries. For example, if one of the new SLAs in the example
above contained 25 per cent of the population of the original
SLA, but 50 per cent of the unemployed persons, this will not
be captured by this concordance method. Thus, apparent
changes in unemployment between 2001 and 2006 for those
SLAs which were subject to boundary changes may be due in
part to the boundary change itself, not to actual changes in
the characteristics of the population. For this reason, while we
have included these “boundary change” SLAs in our maps, we
have excluded them from the detailed SLA tables of results in
the document accompanying this report.

Capital city and balance of state

An area was grouped into Capital City or Balance of State

based on the Statistical Division. A Statistical Division of 05
was used to identify a capital city, and all other statistical
divisions were allocated to Balance of State. One of the
advantages of using Statistical Divisions is that they are fairly
stable over time. The ABS defines a capital city SD as one that
contains the anticipated development of the city for a period of
at least 20 years (ABS, 2004).

It is important to note that while all SLAs were grouped into
“Capital City” and “Balance of State” while analysing the
changes in income distribution between the two censuses,

all SLAs in the NT and ACT were grouped into only one group
“Capital City”. This is because while there are a number of

SLAs outside of the capital city in the NT, these are all low
population SLAs, which means any slight change in a variable
of interest could lead to a large change in the proportion being
used. In the ACT, there are very few SLAs outside the capital city
of Canberra and, again, they have very low populations.
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Appendix

Table A1 - Household Incomes and Housing Costs, by Spatial Income Decile, 2001 and 2006
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Decile 2 957 138 819 536 459 776 87 689 417 371
Decile 3 1055 160 895 576 489 835 97 738 446 394
Decile 4 1113 177 936 609 513 881 107 774 471 414
Decile 5 1198 198 1000 643 537 934 114 820 495 434
Decile 6 1237 201 1036 675 566 999 127 872 522 456
Decile 7 1335 214 1120 721 605 1063 130 933 555 487
Decile 8 1434 221 1213 781 660 1121 134 987 603 531
Decile 9 1604 248 1356 891 753 1231 153 1078 670 586
Top 10% 1880 293 1588 1083 913 1437 190 1247 794 687
\All 1278 199 1079 705 595 1002 123 879 537 471 )

Note: In each of the two years the average equivalent gross household income of each SLA is calculated and then the population living in private
dwellings is allocated to spatial income deciles, with the 10 per cent of the population living in the poorest SLAs being ranked to the bottom decile
(Decile 1). These spatial income deciles are thus weighted by population numbers, as the population living in an SLA can vary enormously. No
reranking of SLAs occurs as the income measure shifts from equivalent to non-equivalent income measures.



Table A2 - Household Incomes and Housing Costs, by Capital City and Balance of State, 2001 and 2006
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