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Definitions and explanations
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• Awkward household definitions
• Farm household or agricultural household
• Non-agricultural households or all households

• Permanent income:
• Long term/life time average
• Physical and human assets

• Transitory income:
• Income that may not persist
• Deviates from average



Data and conceptual issues

• Agricultural households – is the 
reference person a farm owner/manager 
or a ‘rural employee’?

• Blurred boundary between the farm 
business and household

• The concept of well-being
• Income
• Wealth
• Expenditure 48
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Motivation

We want to understand:

• The balance between permanent and transitory income.

• The effect of this balance on economic well-being.

• Income smoothing

• How agricultural households in Australia compare to those in the US.

• If average agricultural households are ‘disadvantaged’, according to our measure of economic 
wellbeing
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• Declining terms of trade (and 1960’s well-
being studies)

• Attention shifted to other issues (wool 
price collapse [1980-90s]; dairy 
deregulation; climate [1990-00s])

• Further deterioration in farmers terms of 
trade has seen the economic well-being 
issue resurface [2000s - now] 

Some policy background
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Australian household comparison

6

$0
$200,000
$400,000
$600,000
$800,000
$1,000,000
$1,200,000
$1,400,000
$1,600,000
$1,800,000
$2,000,000
$2,200,000
$2,400,000
$2,600,000

$0
$200
$400
$600
$800

$1,000
$1,200
$1,400
$1,600
$1,800
$2,000
$2,200
$2,400
$2,600
$2,800

19
84

-8
5

20
03

-0
4

20
05

-0
6

20
07

-0
8

20
09

-1
0

20
11

-1
2

20
13

-1
4

20
15

-1
6

Av
er

ag
e 

ho
us

eh
ol

d 
ne

t w
or

th

Av
er

ag
e 

ho
us

eh
ol

d 
gr

os
s w

ee
kl

y 
in

co
m

e 
an

d 
ex

pe
nd

itu
re

Ag income

All income

Ag wealth

All wealth

Ag expend

All expend

Ag hh MPC: 16.84%                   
All hh MPC: 36.12%

Sources: ABS custom datasets



Farm households in the US…
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Comparison to the USA (income)
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Comparison to the USA (income and wealth)
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Household financial assets
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Household income
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Household expenditure
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Conclusion
• Average Australian agricultural household financial positions

• Low MPC and high asset position 

• Focus on the farm business. 

• Detailed data need to better understand this important issue
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