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Background People with strong feelings of ‘self-efficacy’, i.e. how much a person feels they have control over their 
life, perform better in the workplace. However, little is known about negative influences on feelings 
of self-efficacy. In view of the increasing number of people whose income places them below the 
poverty line despite being in employment, poverty may negatively influence feelings of self-efficacy 
and hence workplace productivity.

Aims To assess whether falling into poverty lowers self-efficacy.

Methods Longitudinal analysis of waves 7 to 11 of the nationally representative Household, Income and 
Labour Dynamics in Australia (HILDA) survey, using linear regression models.

Results Those who fell into multidimensional poverty (income poverty plus poor health or insufficient level 
of education attainment) had significantly lower self-efficacy scores (up to 18% lower (95% CI 
−31% to −1%, P < 0.05)) than those never in poverty, after accounting for initial self-efficacy score 
and other confounding factors. Income uniquely accounted for 3% of the variance in self-efficacy 
scores, physical health for 10%, mental health for 78% and education for 1%.

Conclusions Given the known links between self-efficacy and workplace productivity, workers who are below 
the poverty line may be at risk of poor productivity due to the experience of poverty. In addition 
to the poor outcomes from the employer’s perceptive, this may also lead to a negative spiral for the 
employee.
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Introduction

Self-efficacy refers to a person’s perception of their abil-
ity to ‘produce and regulate events in their life’ [1], and is 
a measure of how much a person feels they have control 
over their life and can make changes to it. Feelings of 
self-efficacy are important when assessing poverty sta-
tus as people who have strong feelings of self-efficacy 
are expected to make life-changing decisions to improve 
their living standards more readily and thus avoid or 
move out of poverty. However, self-efficacy is also rel-
evant in the context of poverty given the link between 
self-efficacy and work performance.

Multiple studies have documented the link between 
strong feelings of self-efficacy and better performance in 
the workplace [2]. One study by Judge et  al [3] found 
that this relationship was particularly pronounced for 

workers performing low-complexity tasks, who are also 
likely to have lower incomes and are thus at risk of being 
near or below the poverty line.

Within Australia, the experience of poverty is no 
longer limited to those who are unemployed as increas-
ing numbers of people in some form of employment 
find themselves and their families below the poverty line 
[4,5]. One recent report found that over half of people 
in poverty had a family member who was in the labour 
force [6]. These people are more likely to be in low-paid 
occupations [7], characterized by low-skill-level jobs [8] 
and high levels of dissatisfaction [9], and their perform-
ance may be affected by their feelings of self-efficacy. 
However, it is not known whether the experience of 
poverty may actually lower feelings of self-efficacy, thus 
potentially detrimentally affecting work performance. 
This paper aimed to determine whether being in income 
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poverty and multidimensional poverty for extended  
periods results in a decline in feelings of self-efficacy.

Methods

This was a longitudinal study using the Household 
Income and Labour Dynamics in Australia (HILDA) 
Survey focusing on the Australian population aged 
21–64 in 2007 and assessing changes in their self-effi-
cacy till 2011. The HILDA survey is a longitudinal sur-
vey of Australian households conducted annually since 
2001 (wave 1). At the time of writing, wave 12, contain-
ing data collected in 2012, was the latest to be released. 
The data are nationally representative of the Australian 
population living in private dwellings and aged 15 and 
over [10]. The survey sampling unit for wave 1 was the 
household, with every individual living in the household 
being included in the sample that would be followed over 
the life of the survey. The HILDA dataset contains two 
levels of information—household information, enabling 
analysis to be conducted at the household level; and indi-
vidual information, permitting analysis at the individual 
level. Each individual and household has unique identi-
fying numbers so that individuals can be linked to their 
household on the dataset. This analysis was conducted at 
the individual level.

The HILDA dataset was weighted so that the sample 
was nationally representative of the Australian population, 
both at the household and individual level. The cross-
sectional weights for each household in wave 1 (upon 
which the cross-sectional weights in subsequent waves are 
dependant) were derived from the probability of selecting 
the household and were calibrated so that the weighted 
estimates for households match known benchmarks for 
number of adults by number of children, and state by 
part of state. The weights for individuals in the sample 
(termed ‘person weights’) were based on the household 
weights and then calibrated so that person weights match 
known benchmarks for sex by age, state of residence within 
Australia by part of state, state of residence within Australia 
by labour force status, marital status and household com-
position. Longitudinal weights allow nationally representa-
tive estimates to be made over time and adjust for attrition 
and benchmark against the characteristics of wave 1.

This paper focused upon the sample of individuals 
who participated in each wave of the HILDA survey 
from waves 7 to 11. Waves 7 and 11 of the HILDA data-
set measured self-efficacy based upon the Pearlin and 
Schooler Mastery Scale [11], noted by the U.S. National 
Institute of Health as the most widely used measure of 
personal control [12].

Each individual’s income, health status and level of 
education attainment in each wave from wave 7 to wave 
11 was assessed. Income was based upon total regular 
household income, composed of regular private income 
(wages and salary, business income, investment income, 

and private pensions and transfers), Australian govern-
ment public transfers (government income support pay-
ments and other government payments, such as family or 
carer payments), other public payments such as scholar-
ships, and foreign pensions. This total income was then 
equivalized for the number and age of household mem-
bers using the Organisation for Economic Co-operation 
and Development-modified equivalence scale. Those 
classified as being in income poverty had an equivalized 
income less than 50% of the population median.

Physical health status was measured using the Physical 
Component Summary (PCS) and mental health status 
using the Mental Component Summary (MCS) from 
the SF-36 health scale [13], which was available from 
the HILDA dataset. The SF-36 is a 36 question, self-
assessed health questionnaire that produces the psycho-
metrically based PCS and MCS. It is a generic health 
assessment measure suitable for all populations and is 
the most widely evaluated general health assessment tool 
[14,15]. The full survey instrument can be viewed online 
[16]. In this study, those with ‘poor health’ were consid-
ered to have either a PCS or MCS less than 75% of the 
average for their age group.

Education attainment was measured based upon the 
highest level of schooling completed or currently being 
undertaken in the year in question. For this study, an 
‘insufficient level of education attainment’ was consid-
ered to be having less than a year 12 level of education 
attainment (year 12 is the highest level of secondary 
school education in Australia).

Those classified as being in multidimensional poverty 
had not only income poverty but also poor health or an 
insufficient level of education attainment. This measure 
of multidimensional poverty is based upon the Freedom 
Poverty Measure used to measure multidimensional pov-
erty in Australia [17–20].

To assess the impact of falling into income poverty 
on self-efficacy scores, the analysis focused on those who 
were not in income poverty in 2007. A  series of linear 
regression models of the log value of self-efficacy in 2011 
were then constructed to assess the difference in mean 
scores between those who were not in income poverty 
in 2007 but were in poverty for three or four years from 
2008 to 2011, for two years from 2008 to 2011, for one 
year from 2008 to 2011, and those who were not in pov-
erty at all from 2008 to 2011 (the comparator group). 
The models were initially adjusted for age, sex, and 
log self-efficacy score in 2007 and were then repeated 
with the inclusion of area of residence, marital status, 
home ownership and employment status to determine 
whether the differences could be attributed to poverty or 
factors commonly associated with poverty. This analysis 
was then repeated using the multidimensional poverty 
measure.

The relative influence of household income, physi-
cal health, mental health and education attainment on 
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self-efficacy scores was quantified using further linear 
regression modelling of self-efficacy scores. The variables 
used in these models were equivalized household income 
(continuous variable), PCS (continuous variable), MSC 
(continuous variable) and the year an individual left 
school (categorical variable).

All analyses used SAS V9.3 (SAS Institute Inc., Cary, 
NC, USA). As the HILDA survey was a nationally repre-
sentative survey with population weights, weighted data 
are discussed unless otherwise stated. As the research 
was conducted on existing data and no human subjects 
were used, formal ethics approval was not requested.

Results

Wave 7 of the HILDA dataset contained 4933 records of 
individuals aged 21–64 in 2007 with complete records. 
Once weighted, these records represented 7 352 100 
individuals aged 21–64 in the Australian population in 
2007. The mean age of those aged 21–64 in 2007 was 
45 (SD  =  11) and 51% were female. The mean self-
efficacy score in 2007 was 58, with a minimum score 
of 6 and a maximum of 79. The median score was 67 
(SD = 19).

In 2007, 9% of people aged 21–64 (675 700 indi-
viduals) were in income poverty and 6% (447 800 indi-
viduals) were in multidimensional poverty (income 
poverty and poor health or an insufficient level of edu-
cation attainment). The mean self-efficacy score in 
2007 for those in income poverty was 52 (SD = 22), 
and for those not in income poverty the average was 58 
(SD = 18) (t-value: 5.73, P < 0.001). The mean self-
efficacy score in 2007 for those in multidimensional 
poverty was 49 (SD = 23), and for those not in mul-
tidimensional poverty the average was 58 (SD  =  18) 
(t-value: 6.50, P < 0.001).

Before falling into income poverty, the self-efficacy 
scores in 2007 were 13% lower for those who fell into 
income poverty for two years between 2008 and 2011 
(95% CI −21% to −5%, P < 0.001) compared with those 

not in income poverty at all between 2008 and 2011. 
There was no significant difference in the self-efficacy 
scores in 2007 between those who fell into income pov-
erty for one year between 2008 and 2011 and those 
who did so for three to four years between 2008 and 
2011, compared with those not in income poverty at all 
between 2008 and 2011. These models were adjusted for 
age, sex, area of residence, marital status, home owner-
ship and employment status in 2007.

Table  1 shows the difference in mean self-efficacy 
scores in 2011 after individuals were in income poverty 
for different periods of time. When only controlling for 
age, sex and initial self-efficacy score, those who fell into 
income poverty all had significantly lower self-efficacy 
scores in 2011 compared with those who were not in 
income poverty at all between 2008 and 2011. However, 
when also controlling for area of residence, marital status, 
home ownership and employment status, only those who 
were in income poverty for two years had self-efficacy 
scores in 2011 significantly lower (−8%, 95% CI −15 to 
0) than those who had not been in income poverty.

Before falling into multidimensional poverty, the 
self-efficacy score in 2007 was 7% lower for those who 
fell into multidimensional poverty for one year between 
2008 and 2011 (95% CI −13 to −1, P  <  0.05), 19% 
lower for those who did so for two years between 2008 
and 2011 (95% CI −26 to −11, P < 0.001) and 14% 
lower for those who did so for three or more years (95% 
CI −23 to −4, P < 0.01), compared to those who were 
not in multidimensional poverty at all from 2008 to 
2011. All models were adjusted for age, sex, area of resi-
dence, marital status, home ownership and employment 
status in 2007.

Table  2 shows the difference in mean self-efficacy 
scores in 2011 after individuals were in multidimen-
sional poverty for different periods of time. When only 
controlling for age, sex and initial self-efficacy score, 
those who fell into multidimensional poverty all had 
significantly lower self-efficacy scores compared with 
those who were not in multidimensional poverty at 

Table 1. Change in self-efficacy score after falling into income poverty, Australian population aged 21–64 in 2007

Self-efficacy scores (mean and SD)

Baseline, 2007 Follow-up, 2011 % difference (95% CI)  
in 2011a

% difference (95% CI) 
in 2011b

Not in income poverty at all 2007–2011 58.6 (18.1) 60.8 (18.2) Reference Reference
In income poverty for 1 year between 

2007 and 2011
57.2 (19.5) 58.5 (19.8) −5% (−10 to −1) P < 0.05 −2% (−7 to 3) P > 0.05

In income poverty for 2 years between 
2007 and 2011

53.3 (21.5) 55.5 (21.8) −11% (−19 to −7) P < 0.05 −8% (−15 to 0) p<0.05

In income poverty for 3 or 4 years 
between 2007 and 2011

53.0 (19.5) 55.3 (21.4) −10% (−19 to −7) P < 0.001 −6% (−14 to 3) P > 0.05

aAdjusted for age, sex and self-efficacy score in 2007.
bAdjusted for age, sex, area of residence, marital status, home ownership, employment status and self-efficacy score in 2007.

D
ow

nloaded from
 https://academ

ic.oup.com
/occm

ed/article/66/4/320/1752822 by guest on 27 August 2020



E. J. CALLANDER AND D. J. SCHOFIELD: THE IMPACT OF POVERTY ON AUSTRALIAN WORKERS 323

all between 2008 and 2011. When also controlling for 
area of residence, marital status, home ownership and 
employment status, those who were in multidimen-
sional poverty for two years (−18%, 95% CI −31 to −1) 
or three or four years (−16%, 95% CI −30 to 0)  still 
had self-efficacy scores significantly lower than those 
who had not been in multidimensional poverty at all 
between 2008 and 2011.

In order to assess the relative influence of the differ-
ent components of multidimensional poverty on self-
efficacy, a linear regression model for the self-efficacy 
scores of those aged 21–64 in 2007 was constructed. 
This tested the influence of all four components of the 
multidimensional poverty measure on self-efficacy: 
equivalized household income (f-value: 21, P < 0.001), 
PCS score (f-value: 34, P < 0.001), MCS score (f-value: 
330, P  <  0.001) and education attainment (f-value: 
252, P  <  0.001). The regression model produced an 
r2 of 0.123, and Table 3 shows the proportion of vari-
ance explained by each of the independent variables. 
As a proportion of the variance explained by the model 
income uniquely accounted for 3% of the variance, 
physical health for 10%, mental health for 78% and 
education for 1%. Income, physical health, mental 
health and education produced a confounded influence 
on the variance of 8%.

Discussion

This study found that being in poverty led to declining 
feelings of self-efficacy. However, for those in income pov-
erty, this impact was largely explained by differences in 
marital status, home ownership and unemployment rates, 
whereas it appears that the experience of being in multidi-
mensional poverty (income poverty plus poor health or an 
insufficient level of education attainment) actually led to a 
decline in self-efficacy, even after taking into consideration 
other factors associated with poverty. The importance of 
health in addition to low income in relation to self-efficacy 
was also highlighted with the finding that health status 
explained far more variance in self-efficacy scores than 
income or education, with mental health explaining 78% 
and physical health explaining 10% of the variance.

This study is limited in that it is based upon self-
reported data, and relies upon individuals to recall their 
income and respond to the self-efficacy and SF-36 ques-
tionnaire accurately. Furthermore, the SF-36 is a sub-
jective measure of health status and is quite different to 
an objective clinical diagnosis of a specific health con-
dition, for example. This should be kept in mind when 
interpreting the results.

The finding that mental health (and to a lesser extent 
physical health) had a strong association with self-efficacy 

Table 3. Variance in self-efficacy score explained by household income, physical health, mental health and education attainment, 
Australian population aged 21–64 in 2007

Source Sum of squares Percentage of variance

Younger adults (21 to 64 year olds)
 Income (unique) 8 664 698 <1%
 Physical health (unique) 31 047 440 1%
 Mental health (unique) 238 625 667 10%
 Education (unique) 2 908 434 <1%
 Income, physical health, mental health and education (confounded) 25 480 492 1%
 Error 2 180 228 884 98%
 Total 2 486 955 615

Table 2. Change in self-efficacy score after falling into multidimensional poverty, Australian population aged 21–64 in 2007

Self-efficacy scores (mean and SD)

Baseline (2007) Follow-up (2011) % difference (95% CI)  
in 2011a

% difference (95% CI)  
in 2011b

Not in income poverty at all  
2007–2011

58.6 (18.1) 60.8 (18.2) Reference Reference

In income poverty for 1 year 
between 2007 and 2011

56.1 (19.8) 55.3 (21.2) −13% (−19 to −7) P < 0.001 −9% (−18 to 1) P > 0.05

In income poverty for 2 years 
between 2007 and 2011

51.0 (22.6) 49.5 (22.4) −23% (−31 to −14) P < 0.001 −18% (−31 to −1) P < 0.05

In income poverty for 3 or 4  
years between 2007 and 2011

51.0 (20.3) 51.6 (24.0) −22% (−32 to −11) P <0.001 −16% (−30 to 0) P = 0.05

aAdjusted for age, sex and self-efficacy score in 2007.
bAdjusted for age, sex, area of residence, marital status, home ownership, employment status and self-efficacy score in 2007.
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perceptions, relative to income and education attainment, 
is supported in the wider literature regarding health and 
self-efficacy. Many authors have noted that improving poor 
self-efficacy is an essential step in recovery from mental 
disorders and that self-efficacy plays a preventative role for 
the development of depression [21–23]. Furthermore, it 
has recently been widely proposed that improving self-effi-
cacy is a key means of promoting health behaviour change 
in general [24] and has been linked to better outcomes 
for multiple chronic diseases, including arthritis [25] and 
cardiovascular disease [26]. This is the first study to docu-
ment the impact that poor health, in conjunction with low 
income, has on self-efficacy using longitudinal data.

Given the known links between self-efficacy and 
workplace performance [2], low-paid workers may be at 
risk of experiencing a decline in their performance. From 
the employee’s perspective, this may lead to a negatively 
reinforcing cycle if their employability is affected by their 
lower performance [27]. Indeed, the results of this study 
have shown that those who went on to fall into multi-
dimensional poverty had significantly lower initial self-
efficacy scores. Thus, it is possible that poor self-efficacy 
may have contributed to their entering multidimensional 
poverty, and once in multidimensional poverty, their self-
efficacy scores continued to be adversely effected.

Fortunately, it is known that self-efficacy can be 
improved through a number of means, including by see-
ing others in similar situations succeed and through exter-
nal positive verbal confirmation of capabilities [1,28]. 
Employers may be able to utilize strategies to improve 
the self-efficacy of low-paid workers, such as fostering 
networking between lower paid and higher paid employ-
ees to share success stories, or ensuring that workplace 
culture emphasizes the positive capabilities possessed by 
individuals. Furthermore, interventions aimed at increas-
ing the self-efficacy of those who do become unemployed 
have also been shown to be successful in helping people 
back into employment [29].

Overall, this study has shown that being in poverty 
does lead to self-efficacy declining. Due to the known 
negative relationship between self-efficacy and produc-
tivity and workforce performance, this has the potential 
to create a negatively reinforcing cycle, whereby those 
in poverty experience a decline in self-efficacy which 
then acts as a barrier to them harnessing the potential of 
workplace engagement to lift themselves out of poverty.

Key points

 • Those who fell into multidimensional poverty ini-
tially had lower self-efficacy scores.

 • Falling into multidimensional poverty negatively 
affected self-efficacy scores.

 • Mental health accounted for much of the variation 
in self-efficacy scores.
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