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Executive summary
The rising cost of living has become a common topic of conversation as it undoubtedly
impacts on many Australians. However much of the debate fails to acknowledge it is lowincome households – those experiencing poverty and disadvantage – who are most impacted
by the rising costs of goods and services.
Older Queenslanders relying solely on the age pension and other government allowances are
one group who are significantly impacted by cost-of-living pressures. In the December quarter
of 2013, there were 435,373 Queenslanders receiving the age pension1. While some have
access to superannuation or other income sources to supplement the age pension2, many
rely solely on the age pension as their primary source of household income3. Older women
are overrepresented as age pension recipients and are more likely to receive the maximum
rate of payment because they find it more difficult to accumulate superannuation through
either compulsory or voluntary contributions4. With projections suggesting that the number of
people aged 65 to 84 in Queensland will more than double from 491,000 in 2010 to 1.3 million
by 20505, it is likely that the number of people in this situation will increase, placing additional
pressure on social services and other supports.
This report examines the capacity of four example age pensioner households to meet a basic
standard of living. The report uses publically available data to estimate the basic income and
expenditure for these four households. It is the second age pensioner report produced by
QCOSS, with the first report published in August 2013.
This report shows that housing costs continue to have a significant impact on the capacity of
age pensioners to meet a basic standard of living. In particular, the research shows that age
pensioners living in private rental properties in the Brisbane area cannot meet the costs
associated with a basic standard of living. It is argued that age pensioners in this situation
have to make compromises about their housing, transport or other living expenses, which
may undermine their quality of life.
This report calls for urgent targeted action to address the significant costs associated with the
provision of housing for Queenslanders who are dependent on the age pension for survival.

A basic standard of living
The Queensland Council of Social Service (QCOSS) has produced this Cost of Living Report
– Special Edition: The cost of living and age pensioner households, Issue 2 in a bid to better
understand the capacity of age pensioners to meet a very basic standard of living.
As with QCOSS’ regular Cost of Living Report, this report uses very conservative estimates to
determine a basic standard of living. A basic standard of living is defined as “one that goes
beyond survival (for example food, shelter and clothing) – it provides an opportunity for quality
of life (incorporating health, safety, use of facilities and services, connecting with people, a
holiday) and access to a modest number of things that contribute to social inclusion and
wellbeing (such as recreation, entertainment and social outings).”
It is important to understand that the findings are based on a very austere living standard, one
that allows little room for improvement or any buffer from unexpected costs or crises. The
estimate of costs provided is similar to the Association of Superannuation Funds of Australia’s
Retirement Standard6, but with the addition of estimates of costs for households renting in the
private market.
To estimate income and expenditure this report follows the methodology used in QCOSS’
regular Cost of Living Report7. The method is modified by applying a set of assumptions
specific to each of the four age pensioner households8.

Cost of Living Report – Special Edition: The cost of living and age pensioner households, Issue 2

/3

To estimate expenditure, the report draws on data from the Australian Bureau of Statistics’
(ABS) Household Expenditure Survey (HES)9. As the HES data is only collected every six
years, this is adjusted using Consumer Price Index (CPI) data to account for changes in the
cost of goods and services over time. HES data is supplemented with real data for rent, public
transport, housing and council rates and charges (including water and sewage) as this is
readily available. To ensure the findings are consistent, data is for Brisbane only, unless
otherwise stated. Income data is generated from the Centrelink Online Estimator 10, which
provides up-to-date information on government pensions and allowances. This methodology
provides a realistic and accurate picture of expenditure and income.
As a recent Productivity Commission report noted, older Australians ‘generally want to remain
independent and in control of how and where they live11’, therefore our four example
households used in this report live independently. Our four example households include:


Barbara:72 years old, rents a one-bedroom apartment and relies exclusively on
public transport



Pat: 69 years old, owns her own three-bedroom house (debt-free) and owns a small
car



Charlie and May: 75 and 73 years old, rent a two-bedroom apartment and rely
exclusively on public transport



Liz and Bryan: 71 and 74 years old, own a three-bedroom house (debt-free) and
own a small car.

The main differences between our example households are the size of the household, the
type and size of their housing, and the type of transport they use. This necessitates some
differences in the way income and expenditure is estimated12. As different assumptions are
used for each household, caution should be used in comparing the outcomes across
households. Rather, the situation for each individual household should be compared over
time as future reports are produced.

How are our example households faring?
Two of our households – Barbara, and Charlie and May who rent their accommodation – are
simply unable to afford a basic standard of living. This means they are often forced to choose
which essential items to forego in order to keep a roof over their head and put food on the
table.
The results in Table 1 and Figure 1 provide a clear picture of the capacity of our four age
pensioner households to afford the basics in life.


Age pensioners living in Brisbane who rent in the private rental market are not able to
meet the costs associated with a basic standard of living.



The requirement to meet ongoing rental costs is the single biggest financial burden
for age pensioners who do not own their own home.



Both our single and couple renter households are in housing stress (paying more
than 30 per cent of their gross income)



While households can reduce their living costs considerably by using public transport,
this can impinge on the mobility and wellbeing of older people.
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Table 1: Weekly budgets for our four example households

Single

Couple

July 2014

Home
owners
Liz and
Bryan
Weekly
expenses

Renter
Barbara
Weekly
expenses

Home owner
Pat
Weekly
expenses

Renters
Charlie and
May
Weekly
expenses

Food and drink
Clothing and footwear
Rent*
Electricity
Household contents and other
services
Health
Private motor vehicle*
Automotive fuel*
Public transport
Phone / internet
Recreation / entertainment
Annual holiday and travel*
Contents insurance / house
and contents insurance
Emergency savings
Rates
Water and sewerage
Household maintenance and
repairs

$76
$11
$240
$30

$76
$11
$0
$32

$152
$22
$320
$34

$152
$22
$0
$34

$44
$25
$0
$0
$14
$10
$24
$4

$56
$25
$82
$20
$0
$10
$24
$4

$44
$51
$0
$0
$29
$20
$53
$9

$56
$51
$82
$40
$0
$20
$53
$9

$9
$10
$0
$0

$14
$10
$17
$18

$9
$10
$0
$0

$14
$10
$17
$18

$0

$17

$0

$17

Total expenditure

$497

$416

$753

$595

Weekly
income

Weekly
income

Weekly
income

Weekly
income

Age Pension
Pension Supplement
Rent assistance
Other

$383
$31
$63
$7

$383
$31
$0
$7

$577
$47
$59
$11

$577
$47
$0
$11

Total income

$484

$421

$694

$635

Weekly difference

-$13

$5

-$59

$40

*Please note: Changes to the method for calculating the cost of renting and the cost of owning and
operating a private motor vehicle13 in this issue mean that it is not possible to compare the data in this
report with previous reports. Where comparisons are made between 2013 and 2014 data in this report
2013 data has been updated using the new method to enable comparison over time.
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Figure 1: Amount above or below a basic standard of living (per week), July 2013
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Changes to income and living costs
Figure 2 below shows the average annual increase in the price of selected goods and
services over the past five years. What it shows is that, in general, essential goods and
services have increased at a rate far faster than non-essential items. This demonstrates the
limitations of using overall CPI when assessing if low-income households are experiencing
cost of living pressures. Because low-income households tend to spend a greater proportion
of their income on essential items14, it is important to examine the impact of changes to
specific expenditure categories when analysing the impact of cost of living changes on lowincome households such as those receiving the age pension.
Figure 2: Annual average increase in the cost of goods and services, Brisbane June
2009 to June 2014
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There are a number of changes to income and living costs that contribute to the overall
position of our four example households. As Figure 3 below shows, the overall budget
position of our single renter has declined while the overall position for our other three
households has improved over the past 12 months from July 2013 to 2014.
For these three households income has improved over the past 12 months relative to costs,
as shown in Figure 4. This can be attributed to an easing in the rate of overall inflation over
this time and because the age pension has increased at a rate above CPI.

Figure 3: Amount above and below a basic standard of living, July 2013 and 2014
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Figure 4: Change in income and expenditure between July 2013 and July 2014
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Because the age pension is currently indexed with either the Pensioner and Beneficiary
Living Cost Index or Male Total Average Weekly Earnings, whichever is higher, it is more
likely to increase at a rate higher than costs15. This situation may change if the proposal to
index the age pension with CPI is passed as part of the Federal Budget. Given that age
pensioners and other low-income households spend a greater proportion of their budget on
essential items, which are increasing at a rate faster than CPI it is likely that this change will
have a negative impact on age pensioners over time, making it harder to meet a basic
standard of living.
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As the Council of the Ageing (COTA) noted in a recent submission to the Senate Community
Affairs Legislation Committee inquiry, “if CPI only indexation is introduced pensioners will
have a lower standard of living than before as their pensions decline in real value.”16
The decline in the relative position of our single renter is the result of large increases in the
cost of renting a one-bedroom apartment in the private rental market in Brisbane.
Unfortunately, fluctuations in the cost of renting in the private rental market are not
adequately matched by changes in the maximum rate of Commonwealth Rent Assistance
(CRA). Situations of high price volatility can lead to a mismatch between the amount of rent
paid and the amount of assistance received.
Table 2 shows the annual change in expenditure category for each household. The increased
cost of renting in the private market make up a significant proportion of the overall increase in
costs – over 30 per cent for our couple and over 70 per cent for our single renter households.
The cost of health, public transport and food and drink make up the next largest proportion of
the increase in costs for our single and couple renter households.
For our home owners the increase in the cost of goods and services are more evenly spread
amongst a range of expenditure categories. The most notable being increases in the ongoing
costs of purchasing, maintaining and running a private motor vehicle, which combined makes
up roughly 30 per cent of the increase for each of these households. Other significant cost
increases include charges for water and sewerage and the cost of health and food and drink.
While increases in the cost of goods and services have been exceeded by increases in
income over the past 12 months for three out of four of our households, what is still
concerning is the ongoing inability of our renting households to meet a basic standard of
living. This points to a need to further target support to this section of the community.
Table 2: Annual change in expenditure for each example household,
July 2013 and 2014

Single
renter
$85

Single
home
owner
$85

Couple
renter
$170

Couple
home
owner
$170

-$5

-$5

-$10

-$10

Rent (see discussion below)

$780

$0

$260

$0

Electricity (see discussion on concessions)

$13

$7

$1

$1

Household contents and other services

$40

$51

$40

$51

Health

$61

$61

$122

$122

Private motor vehicle

$0

$124

$0

$124

Automotive fuel

$0

$76

$0

$152

Public transport

$53

$0

$106

$0

Phone / internet

-$1

-$1

-$2

-$2

Recreation / entertainment

$21

$21

$46

$46

Annual holiday and travel

$4

$4

$9

$17

Education

$0

$0

$0

$0

Financial and insurance

$6

$9

$6

$9

Emergency savings

$0

$0

$0

$0

Rates

$0

$48

$0

$48

Water and sewerage

$0

$139

$0

$139

Household maintenance and repairs

$0

$17

$0

$17

Food and drink
Clothing and footwear
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Why are rental households struggling to meet a basic
standard of living?
While the majority of people aged 65 and over own their own home in Australia, 14.5 per cent
of people in this age category are renting, half of which are renting in the private rental
market17. These figures are likely to be higher in Queensland, given that Queensland has a
higher proportion of households who are renters18. Data from the Department of Social
Services shows that there were 10,309 people over the age of 65 receiving Commonwealth
Rent Assistance in the Brisbane local government area in the March quarter 201419. While
some of these recipients will potentially live in community housing it is likely that many live in
the private rental market.
Much of the difficulty facing renters in the private rental market results from the high cost of
renting combined with inadequate support to meet these significant costs. While private rental
costs have increased significantly during the past five years in Brisbane, assistance provided
through the CRA scheme has failed to keep pace20. Both of our rental households are in
severe housing stress because they pay a large proportion of their income on housing costs.
As figures 5 and 6 show, between 40 and 50 per cent of the expenditure of our renter
households is used to meet housing costs. To compound this problem our renter households
are experiencing disproportionate increases in the cost of renting over time. As Figure 7
shows, rental costs made up a significant proportion of the total increase in expenditure over
the past 12 months, especially for our single renter.
Unfortunately, assistance to meet housing costs is not keeping pace with the increased cost
of housing. As Figure 8 shows the increase in the cost of renting far outpaces the increase in
the level of CRA. The inadequacy of CRA is supported by data from the Productivity
Commission showing that 28 per cent of CRA recipients in Queensland over the age of 75
were still paying more than 30 per cent of their income on housing costs21. What this shows is
that some age pensioners are paying higher amounts of income on rent yet they are not
being provided with adequate assistance through the CRA scheme to cover the cost of
renting in the private market.

Figure 5: Proportion of expenditure by expenditure category, single renter July 2014
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Figure 6: Proportion of expenditure by expenditure category, couple renter July 2014
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Figure 7: Annual increase in expenditure items for single and couple renter
households, July 2013 to 2014
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Figure 8: Increase in the maximum rate of Commonwealth Rent Assistance versus
rents in Brisbane (using rent category of CPI), March 2007 to March 201422,23
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Alternative housing options
Individuals and couples who do not own their own home struggle to find appropriate
accommodation due to the lack of low-cost housing options available.
While some age pensioners are able to live in retirement villages and mobile and
manufactured home communities this may not be an option for low-income age pensioners
with little or no capital, as these communities often charge significant up-front fees, which
range from $50,000 to $200,00024.
A lower cost alternative to the private rental market is public and community housing,
however there continues to be a significant lack of available and appropriate stock in
Queensland. Not only is there a lack of smaller one and two bedroom social housing options
but there are also long waiting lists, with an estimated 19,000 households on the waiting list
for long-term social housing in Queensland25. According to latest figures 4,729 of the
individual applicants on the waiting list for social housing are people over the age of 5526.
Many of these individuals are likely to be age pensioners who are struggling to meet
increasing housing costs.
Rooming houses, boarding houses and hostels provide another option with reduced barriers
to entry (upfront fees are generally only $260 to $360), however this accommodation option is
largely ill-suited to older people as they are not age-specific, involve unstable tenure and
generally provide poor living conditions 27.
Another option available to age pensioners is to live in areas where the cost of renting is
cheaper. While this report uses rental data for the Brisbane area it is important to
acknowledge that many people live in suburbs outside of Brisbane where the cost of renting
can be cheaper. If the renter households, in this report, were to rent similar properties in
Moreton Bay, Redlands, Logan or Ipswich rather than Brisbane, it is estimated that Barbara
would be $50 per week better off and Charlie and May would be $70 per week better off28.
While this would mean they are able to meet a basic standard of living, there are significantly
fewer one and two bedroom units available in these areas. This could mean that increased
competition for these cheaper forms of accommodation might result in a higher price than is
estimated.
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The other concern is that living in outer suburban areas where rents are cheaper have cost
benefit implications. While our two renter households could save money by renting in suburbs
outside of Brisbane, it is important to recall that neither of these households own their own
car. While this significantly reduces their transportation costs it potentially increases the risk
of social isolation in areas inadequately serviced by public transport29. It could, for example,
become more difficult for Barbara, Charlie and May to access the various services and
activities that support a quality life, including going shopping, accessing health care30 and
recreational activities and visiting family and friends. This is because the availability and
accessibility of public transport services in lower density outer suburban areas is reduced.
Older people with mobility issues will be particularly impacted in this situation as they may
physically unable to walk to nearby bus stops or train stations.
Another option open to our couple is to rent a smaller one bedroom apartment. Given that we
estimate that a one bedroom apartment in Brisbane costs $230 per week this would decrease
the cost to our couple by $90 per week and mean that they would earn above what is
required to meet a basic standard of living. While this option may be available it is not
necessarily viable or practical for a couple to be living in such a dwelling. Given the small
number of one bedroom apartments available, particularly in outer suburbs, any increase in
demand from this group could drive up prices, negating any benefits in the short term.
A final option open to our age pensioner households is to reduce housing costs by living with
family or friends. Living with family may be an attractive option for some families, especially
those who rely on older parents as carers of young children. Share housing may provide a
practical solution for age pensioners, as it can provide a level of support and companionship
that is not available when living alone. It is unlikely that either of these options would be
suitable for the majority of older people given older Australians preference for living
independently and in control of how and where they live31.

Concessions
The financial stresses experienced by our example households would be much worse if they
did not benefit from several Queensland Government concessions. Currently, age pensioners
receive a number of concessions on electricity, car registration, public transport fares, council
rates, water charges and the Emergency Management, Fire and Rescue Levy.
The value of concessions are set by various means. The Electricity Rebate is tied to the
increase in electricity costs for a ‘typical’ residential customer as determined by the
Queensland Competition Authority. Public transport concessions to pensioners are set at 50
per cent of adult fares. Rates and Water Rebates are not indexed. The pensioner concession
for the Emergency Management, Fire and Rescue Levy is set at 20 per cent.
Figure 9 shows the extent of concessions available to each household on an annual basis
and Figure 10 shows the impact of concessions on each of the four household’s capacity to
meet a basic standard of living. As can be seen the total value of concessions available for
each household is considerable and improves the budget bottom line of each of the four
households.
The couple who rent receive the highest value of concessions, primarily because they use
public transport. Based on our assumptions, this household receives $1,817 worth of
concessions of which 82 per cent are from the concessions they receive using public
transport. Despite the significant number of concessions available to our couple who rent,
they still cannot meet the cost of a basic standard of living, earning $59 per week less than is
required as at July 2014. Without concessions this would be much worse with our couple
earning $94 less per week than is required to meet a basic standard of living.
Our home owner households receive a range of concessions which help them to meet the
costs of a basic standard of living. Each receives a reduction in their cost of living by $1,011
per year from concessions applied to council rates, the Emergency Management, Fire and
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Rescue Levy, and car registration. For our single home owner the amount of concessions
received makes the difference between meeting and failing to meet a basic standard of living.
Each of the four households also benefit from the rebate on electricity. This rebate was
recently increased to $320.97 to offset changes to electricity prices introduced on 1 July
2014.

Figure 9: Annual value of concessions for our four example households
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Figure 10: Amount above and below a basic standard of living for our four example
households, with concessions and without concessions
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While the recent increase in the cost of electricity was considerable, it has been offset by the
increase in the concession combined with the reduction in the price of electricity as a result of
the repeal of the carbon price legislation. Recipients of the electricity rebate should receive an
added boost given that the increase in the concession was calculated to include the impact of
carbon pricing on electricity prices. This has meant that each of our four age pensioner
households have experienced only a mild increase in the cost of electricity from between $1
and $13 per year (see Table 2 for details). The interesting thing to note is that households
with lower consumption patterns, for example our single renter, have experienced a greater
increase in the cost of electricity during the past 12 months as a result of a decrease in the
usage charge and the fixed daily service charge32.
While concessions are undoubtedly important in helping many age pensioners meet day-today living costs, there are important questions about how effectively they are targeted. Given
that renters are more likely to be unable to meet a basic standard of living, there is clearly
scope to redesign concessions to target them at those who need them the most. This will
require coordination between state and federal governments to ensure that individuals are not
worse off.

Recommendations
State and federal governments assist age pensioners through the provision of base pensions
and allowances and through the delivery of a range of targeted rebates, concessions and
subsidies. While there is no doubt that these initiatives have a positive impact on age
pensioners, QCOSS is concerned that the allowances, rebates, concessions and subsidies
provided to age pensioners are not targeted at those in need who could benefit from them the
most.
It is clear that action is needed to assist age pensioners who are unable to secure their own
home. Action is required to stimulate investment in housing that is both affordable and
appropriate for people living on the age pension. Action is also required to provide age
pensioner households with adequate assistance in the form of improved rental subsidies,
access to decent and secure public and community housing and adequate public transport
infrastructure and concessions.
With this in mind QCOSS supports the following measures:


Review the level of Commonwealth Rent Assistance available to age pensioners with
the view of ensuring that assistance is adequate for households living solely on the
age pension.



Ensure that the current method of indexation for the age pension is maintained and
not linked to CPI as is proposed in the current Federal Budget. Any future review of
indexation should ensure that pensions do not decline in real value over time.



Increase funding for public and community housing that is appropriate in size (more
one and two bedroom apartments), accessible (to account for the mobility issues
facing older people) and located in areas of high connectivity (to enable easy access
to services)33.



Use incentives to encourage the development of appropriate housing stock through
the private market. This should include renewed funding for the National Rental
Affordability Scheme which encourages the construction of low-cost housing.



Complement investment in affordable housing with targeted schemes that assist lowincome households into home ownership to decrease the number of households
relying on the private rental market and social housing in their retirement34.
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Constitute an independent body to comprehensively review all existing concessions
provided by the state government with the aim of ensuring that current concessions
adequately target those who need them the most.



Ensure that the cost of using public transport is affordable and accessible, particularly
for people who rely on public transport as the sole means of accessing services. This
could be done by exploring the viability of offering alternative concession products.

QCOSS is also concerned about the impact of two future policy changes that may impact on
age pensioners. While QCOSS is hopeful that the current review of the welfare system will
reduce the complexity of the system, it would be concerning if this left vulnerable age
pensioners worse off. QCOSS is also concerned that the current deregulation of the electricity
market in Queensland might have negative impacts on electricity bills for age pensioners if
prices continue to increase or protections for consumers are not adequate.
In this regard, QCOSS would hope that any future reforms take into account the impacts of
policy changes on the circumstances of specific groups of age pensioners. While this report
uses data from Brisbane we are aware that age pensioners living in rural, regional and
remote parts of Queensland are likely to have very different cost of living pressures. In some
instances costs may be higher. QCOSS would hope that the impacts of any future reforms
take into account the impact these might have on people in different regions. This will require
close monitoring to ensure that Queensland’s most vulnerable residents are not worse off.
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