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	Key points 

	A number of researchers produce estimates of the extent of disadvantage in Australia. Each relies on contestable assumptions and thresholds.
Estimates based on broad proxies of disadvantage, including income poverty, deprivation and social exclusion, show many Australians experience disadvantage at some point in their lives. In 2010:
between 10 and 13 per cent of Australians (or between 2.3 and 2.8 million) were estimated to be income poor in relative terms
17 per cent of adults (2.9 million) experienced multiple deprivation. The main source of deprivation was going without dental services due to lack of affordability
a quarter of Australians aged 15 years plus (4.5 million) experienced some degree of social exclusion.
Estimates which take into account consumption and wealth, show a much smaller proportion of the Australian population experience deeper financial disadvantage:
just over 3 per cent of Australians (670 000) experienced a combination of low income, low consumption and low net wealth in 2007.
Around 5 per cent of Australians aged 15 years plus (860 000) experienced deep social exclusion in 2010 — slightly fewer than in 2001 (7 per cent or 1.1 million). The rate of very deep exclusion was relatively stable at around 1 per cent in the decade to 2010. 
Experience of persistent disadvantage is less common. Between 2001 and 2010:
10 per cent of Australians (2 million) experienced relative income poverty for at least five years and 5 per cent (1 million) for seven or more years
just under 3 per cent of Australians aged 15 years plus (465 000) experienced deep social exclusion for five or more years and just under 1 per cent (165 000) for seven years or more.
Groups who are most likely to experience deep and persistent disadvantage include lone parents, Indigenous Australians, people with a long‑term health condition or disability and people with low educational attainment. 
Many are public housing tenants and are weakly attached to the labour market. 
Most people within these groups do not experience deep and persistent disadvantage — indicating that a smaller proportion are less resilient.

	


The previous chapter detailed the various ways of understanding disadvantage. The role of this chapter is to apply that understanding to the Australian context by presenting estimates of the degree of disadvantage experienced by Australians.
The chapter begins with estimates of relative income poverty in Australia, followed by estimates of a more comprehensive measure of financial poverty which includes income, consumption and asset thresholds (section 3.1). The evidence on the extent of deprivation (the number of Australians who go without items, activities and services considered essential because they cannot afford them) is presented in section 3.2. 
[bookmark: begin]Multi‑dimensional measures of disadvantage such as social exclusion, multiple disadvantage and the overlap between income poverty, deprivation and social exclusion are presented in section 3.3. Section 3.4 identifies groups who are most likely to experience deeper and more persistent disadvantage. Section 3.5 provides a brief analysis of locational disadvantage. The chapter concludes by summarising the merits and shortcomings of the different measures of disadvantage. 
3.1	Income based measures of disadvantage
Estimates of relative income poverty in Australia
As noted in chapter 2, measures of relative income poverty are relatively well understood and internationally recognised as proxies for disadvantage. Measures of relative income poverty require the choice of a specific threshold or distance from median household income. If an individual lives in a household below this threshold they are assessed as living in relative income poverty. A threshold of 50 per cent of median household equivalised[footnoteRef:1] income has generally been adopted by the Organisation for Economic Co-operation and Development (OECD) and many other research organisations. This threshold has also been used in this report.  [1: 	Household income that has been adjusted to account for differences in household size (box 2.1).] 

The most recent estimates show between 10 and 13 per cent of Australians experienced relative income poverty in 2010 (table 3.1).
Estimates for relative income poverty vary slightly, reflecting different data sources and methodologies employed by researchers.
[bookmark: OLE_LINK2]Table 3.1	Estimates of relative income poverty in Australiaa
Various years
	Estimate Source
	Data Sourced
	Rate (%)
	Year

	Productivity Commission (PC)b
	ABS HES
	10.3
	2009‑10

	Social Policy Research Centre (SPRC)c
	ABS SIH
	12.8
	2009‑10

	Melbourne Institute of Applied Economic and Social Research (Melbourne Institute)
	HILDA
	12.4
	2010

	Australian Institute of Health and Welfare (AIHW)
	ABS SIH
	11.3
	2005‑06

	SPRC
	ABS SIH
	11.1
	2005‑06

	Australian Social Inclusion Board
	ABS SIH
	10.9
	2005‑06

	Australian Institute of Family Studies (AIFS) 
	ABS SIH
	10.8
	2005‑06


a Estimates are for all Australians based on 50 per cent of median household equivalised disposable income. It is not always clear which equivalised scale is used in deriving income poverty estimates. b The Productivity Commission (PC) and the Melbourne Institute used the modified OECD equivalence scale in developing their income poverty estimates. The PC estimate has added net imputed rent to household income where applicable. c The SPRC estimate adjusts household income where applicable by deducting average housing costs. d ABS HES — ABS Household Expenditure Survey; HILDA — Household Income and Labour Dynamics in Australia; ABS SIH — ABS Survey of Income and Housing.
Sources: PC estimate based on ABS HES, Cat no. 6503.0, Confidentialised Unit Record File (CURF);  SPRC estimate published in ACOSS (2012); Melbourne Institute (2013); AIHW (2007); Saunders (2007);  Australian Social Inclusion Board (2012);  AIFS, Payne (2009).
Methodological differences include: 
whether allowance is made for housing costs and imputed rents[footnoteRef:2] [2: 	Housing costs include rent, mortgage payments and rates. Imputed rent includes the rental incomes that can be imputed to flow to people living in homes owned by occupants and to those people paying subsidised rent.] 

the approach used to estimate the non‑wage sources of income (including government transfers and income from self‑employment)
the treatment of negative incomes[footnoteRef:3] [3: 	Negative incomes may occur where the business of a self-employed member of the household made a loss during the period under consideration or where transfers made by households exceeds their household income (Sandoval and Urzua 2009).] 

the use of different equivalence scales to account for household resident composition. For example, the Commission’s estimate of relative income poverty was slightly higher when a square root equivalence scale was used rather than the modified OECD equivalence scale.


OECD estimates for relative income poverty in Australia
The OECD also reports relative income poverty estimates for Australia which can be compared with estimates for other OECD countries. The OECD estimates show Australia’s relative income poverty rate trended up from 11.4 per cent in 1994‑95 to 14.6 per cent in 2007‑08 (OECD 2012a), which reflects a widening of income inequality in Australia over the period.[footnoteRef:4] Based on these estimates, Australia had the 8th highest relative income poverty rate among 34 OECD countries in 2007‑08.  [4: 	The widening of income inequality in Australia (which is reflected in the relative poverty rates) is in part due to higher growth in median incomes compared with growth in incomes for those at the bottom of the income distribution. The growth of income inequality in Australia has also been due to higher growth in the incomes of those at the top of the income distribution (Greenville, Pobke and Rogers 2013).] 

The OECD estimates are prepared by the Australian Bureau of Statistics (ABS) using the OECD’s methodology which is different to that used by Australian researchers.[footnoteRef:5] Differences in methodological approaches complicate comparisons between estimates published by the OECD and those derived and published by Australian researchers (as reported in table 3.1). [5: 	The OECD adjusts negative household incomes to zero and uses the square root equivalence scale to account for household composition. Many Australian researchers continue to use the older OECD modified scale (box 2.1, chapter 2). The OECD also excludes social transfers in‑kind and imputed rent for owner occupied housing from household income estimates.] 

Limitations of relative income measures
While relative income poverty is a well-established measure of disadvantage, it is not without its limitations. As discussed in chapter 2, one of the limitations of a relative income poverty line is that it does not take into account a person’s access to resources other than income (such as savings or wealth). Many older Australians, for example, are income poor because they are not in regular paid work, but they may be drawing on superannuation and savings to finance their retirement.
Similarly, estimates that have not been adjusted to take account of housing costs will overstate income poverty for groups with relatively high rates of home ownership (such as the elderly). Conversely, unadjusted estimates may understate the poverty rate of groups with high housing costs (for example, families with young children). 
Estimates of relative income poverty can also be sensitive to changes in income support payments (including the Age Pension, Newstart Allowance, Parenting Payment and the Disability Support Pension). This is because people in receipt of the pension and other forms of income support are often clustered close to where the poverty threshold is set.[footnoteRef:6]   [6: 	The poverty rate of people receiving the Aged Pension was 14 per cent in 2010, which compares with 52 per cent for those receiving Newstart Allowance, 45 per cent for those receiving Parenting Payment and 42 per cent for those in receipt of the Disability Support Pension (ACOSS 2012). ] 

Concerns about the reporting of income suggest the need for caution when interpreting income poverty estimates. For example, the composition of the bottom decile (or bottom ten per cent) of the income distribution includes households with self-employed people earning negative incomes. Saunders, Hill and Bradbury (2007) noted the problem with the reporting of negative incomes by self‑employed people in their poverty analysis and adjusted their estimates to allow for this group. 
A further limitation of relative income poverty estimates is that they do not reveal whether there have been real improvements in the living standards of those classified as income poor, or in the severity of poverty (also known as the poverty gap). 
Taking account of improvements in living standards — trends in relative and absolute poverty rates
With broad‑based economic or income growth, absolute poverty falls, but the same is not necessarily true for relative measures of poverty. 
Absolute poverty measures provide an indication of the change in the proportion of Australians that would fall below a poverty line that has its real value held constant over time — rather than having it adjusted for changes in average living standards — as is the case for relative income poverty estimates.
The Melbourne Institute of Applied Economic and Social Research (Melbourne Institute) estimated that the share of Australians whose household income fell below an absolute real income poverty threshold (held constant at the 2001 level of $15 559) more than halved between 2001 and 2010 — from just over 13 per cent to just under 6 per cent (figure 3.1).[footnoteRef:7] The data also show a slowing in the rate of decrease in the absolute poverty rate after 2006. [7: 	The absolute poverty measure used in this section is different to the concept of absolute poverty discussed in chapter 2. With this measure an absolute poverty line is held at a particular point in time (in this case at the value of the 2001 relative poverty line adjusted for inflation to maintain its purchasing power over the period between 2001 and 2010). To the extent that the consumption bundle of income poor varies from the average, the threshold could understate (or overstate) the level of absolute poverty if the prices of goods and services that make up a higher share rise more or less than CPI.] 

In contrast, sustained economic growth between 2001 and 2010 did not have much impact on the estimated proportion of Australians in relative income poverty — despite growth in real incomes for those at the bottom of the income distribution (Greenville, Pobke and Rogers 2013). The relative income poverty rate in Australia remained within a range of 12 to 14 per cent (figure 3.1). 
[bookmark: OLE_LINK4]Figure 3.1	Trends in the proportion of Australians experiencing relative and absolute income povertya
	


a Relative poverty refers to the proportion of all Australians having household income below 50 per cent of median household equivalised income. Absolute poverty is calculated by keeping the real value of median household income at the 2001 poverty threshold of $15 559, using December 2010 prices. The threshold can be interpreted as the annual income after taxes and government benefits that a single person household would require to avoid relative income poverty. The poverty rates refer to the proportion of persons (not households) living in poverty.
Source: Melbourne Institute (2013).
This can be explained by the finding that median real incomes grew at a slightly faster rate than the real incomes of those in the bottom decile (or bottom 10 per cent of the income distribution) over the period from 2001 to 2010. 
The OECD’s estimate of relative income poverty in Australia similarly masks relatively strong growth in real incomes of poorer households in Australia — in this case relative to poorer households in other OECD countries. Real household income for the bottom decile of Australian households grew by an annual average of 3 per cent between the mid‑1980s and the late 2000s. This is more than twice the growth rate for the bottom decile of the OECD average (1.3 per cent per annum), and six times the growth rate for the bottom decile in the United States (0.5 per cent per annum) (OECD 2011c).[footnoteRef:8] [8: 	While the OECD uses the bottom decile to equate to the poorest households, this presents problems in the Australian context as this decile includes households with self-employed people earning negative incomes. To overcome this the ABS define poorest households as the combination of the second and third deciles of the income distribution.] 

Taking account of the severity of poverty — poverty gaps
One way to assess the severity of poverty is to estimate the extent of the ‘poverty gap’.[footnoteRef:9] Poverty gaps estimate the depth of poverty by considering how far, on average, the poor are from the poverty line. [9: 	The poverty gap is defined as the difference between the income poverty threshold and the mean income of those experiencing income poverty, expressed as a percentage of the poverty threshold.] 

The poverty gap in Australia is relatively low by international standards. Australia’s poverty gap of around 24 per cent in the mid‑2000s was less than the OECD average of just under 29 per cent and much less than the gap recorded by the United States of over 38 per cent (OECD 2008). The inference is that while Australia records a slightly higher share of the population living in relative income poverty  (compared to many other OECD countries), the depth of poverty is (on average) lower.
The poverty gap in Australia also appears to be narrowing, albeit slightly. Commission estimates (using the 50 per cent of median household income threshold) show the Australian poverty gap at 26 per cent in 2009‑10 compared to a gap of 27 per cent in 2003‑04 and 30 per cent in 1988‑89. Allowing for imputed rent in 2009‑10 lowers the poverty gap further to 22 per cent. [footnoteRef:10]  [10: 	Commission estimates based on ABS Household Expenditure Survey, cat. no. 6503.0, CURF.] 

Evidence of persistent and recurring relative income poverty
Experience of relative income poverty is a far more dynamic phenomenon than point‑in‑time estimates reveal. This is illustrated by the finding that between 5 and 6 per cent of Australians enter income poverty in any given year, and a similar proportion exit (table 3.2). 
For many Australians, the period spent in relative income poverty remains relatively short. Others experience recurring poverty — falling in and out of poverty over successive years. And, for a much smaller group of highly disadvantaged Australians, the experience of poverty is ongoing. As discussed in chapter 2, the availability of longitudinal data is crucial in helping shed light on the extent of persistent disadvantage in Australia. Box 3.1 provides a summary of the main Australian longitudinal data sets used to inform the extent of disadvantage. 
While this chapter mainly draws on HILDA data, the following chapter draws on the results of many of the other longitudinal studies to help in explaining factors which contribute to disadvantage.

	Box 3.1	The main publicly available data sets used to measure persistent disadvantage

	A number of longitudinal data sets are available that provide insights on the persistence of disadvantage in Australia.
Household Income and Labour Dynamics in Australia (HILDA) — conducted annually (since 2001) by the Melbourne Institute. The number of individuals interviewed has varied between 12 400 and 14 000 with an annual average of 13 000. The survey is funded by the Department of Families, Housing, Community Services and Indigenous Affairs (FaHCSIA).
Longitudinal Study of Australian Children (LSAC) — 5 000 children from each of two cohorts (aged zero to 12 months old and four to five years old in 2003-04), conducted every two years since 2004. This study is managed in partnership between FaHCSIA, Australian Institute of Family Studies (AIFS) and the ABS.
Footprints in Time: Longitudinal Study of Indigenous Children (LSIC) — two cohorts of Indigenous children aged from six months to two years old, and from three years and six months old to five years old. Study sample of around 1 500 Indigenous children in 11 sites in different parts of Australia. Conducted and funded by FaHCSIA under the guidance of the Footprints in Time Steering Committee.
Longitudinal Surveys of Australian Youth (LSAY) — 10 000 young people aged 15 to 24 years. Conducted annually since 1995, managed by the National Centre for Vocational Education Research (NCVER) and funded by the Department of Education, Employment and Workplace Relations (DEEWR).
Journeys Home — sample of around 3 000 Centrelink clients flagged as either ‘homeless’ or ‘at risk of homelessness’. Managed by the Melbourne Institute and funded by FaHCSIA.
Building a new life in Australia: The Longitudinal Survey of Humanitarian Migrants. It is expected that around 1 500 humanitarian migrant families will join the survey. The survey will be managed by the AIFS and is funded by the Department of Immigration and Citizenship. The survey will be conducted annually between 2013 and 2017-18.

	

	




A relatively large share of Australians (just under 40 per cent) experienced relative income poverty for at least one year between 2001 and 2010 (Melbourne Institute 2013). But a closer look at the length of time Australians spend in poverty reveals a smaller proportion experience persistent poverty:
just under 10 per cent (2 million) experienced relative income poverty for five years or more and just over 5 per cent (1 million) for seven years or more
just over 1 per cent of Australians (230 000) experienced relative income poverty for all ten years (figure 3.2). 
[bookmark: OLE_LINK5]Figure 3.2	Years in relative income povertya, 2001 to 2010
	


a Data relates to all Australians using a poverty threshold of 50 per cent of median household equivalised income.
Source: Melbourne Institute, unpublished estimates using HILDA data.
People aged 65 years and over (especially singles) are far more likely to experience persistent poverty than other households — particularly where estimates have not been adjusted to account for housing costs. Around 17 per cent of elderly couples, 30 per cent of elderly single males and 36 per cent of elderly single females experienced relative income poverty for between six and ten years between 2001 and 2010 (Melbourne Institute 2013). 
As discussed earlier, this is predominantly because the majority of people aged 65 years and above have left the workforce, and their incomes tend not to change significantly over time. But they may experience shallower poverty and, as previously noted, many have access to accumulated wealth in the form of housing, savings and other assets.
Children of lone parents also experience higher rates of persistent poverty. Just under 9 per cent of children aged under 10 years who had lived with a lone parent for all ten years between 2001 and 2010 experienced poverty for between six and ten years. This compares with only 2 per cent of children who had lived with both parents for all ten years (Melbourne Institute 2013).[footnoteRef:11] [11: 	Children aged 18 years and under recorded relative income poverty rates that were slightly lower than the rate for all Australians in each year between 2001 and 2010. The most recent estimate of relative income poverty for children of 10.5 per cent in 2010 compares with 12.4 per cent for the general population. Children of lone parents fared much worse. In 2010 the income poverty rate of children living with one parent stood at 24.1 per cent — almost twice the rate of the general population.] 

For those Australians who experience persistent poverty, the likelihood of moving out of poverty in the future is much lower than for those experiencing episodic poverty. Azpitarte (2012a) found the likelihood of exiting poverty in the following year, for a person who had experienced poverty for six or more years in the previous nine years, was around a third of the likelihood of someone who had experienced poverty for only one or two years in the same interval (23 per cent versus 62 per cent). 
It is important to note that the Australian estimates of persistent relative income poverty are likely to be conservative. Measures of time spent in poverty are necessarily drawn from longitudinal surveys such as HILDA. But these surveys do not include many of the most disadvantaged — people who are homeless, in nursing homes, boarding homes or in prison. Further, disadvantaged individuals who are included in longitudinal surveys are more likely to drop out of the survey over time than those who are not disadvantaged.[footnoteRef:12]  [12: 	According to the Melbourne Institute, the groups who have participated in the HILDA survey with lower re‑interview rates include: younger people (aged 15 to 24 years); those born in a non‑English speaking country; Indigenous Australians; single people; unemployed people and people working in low skilled occupations (Melbourne Institute 2012c).] 

And not all individuals who exit poverty do so permanently. Income poverty can be a recurring situation. Successive movements into and out of poverty are more likely where movements out of poverty have only been marginal, that is, just above the poverty threshold. This suggests that a number of Australians who have experienced poverty in the past may be at risk of falling into income poverty at some time in the future. The HILDA data show that between 2001 and 2010 around 20 per cent of the population could be considered as being at risk of income poverty over any 24 month period (table 3.2).
[bookmark: OLE_LINK6]Table 3.2	Two-year income poverty status
Per cent of all Australians
	 
	2001 and 2002
	2003 and 2004
	2005 and 2006
	2007 and 2008
	2008 and 2009
	2009 and 2010

	Not in income poverty in either year
	80.3
	82.0
	83.0
	80.9
	81.6
	81.2

	Not in income poverty in 1st year but entered poverty in 2nd year
	6.1
	6.3
	5.5
	5.6
	5.5
	5.8

	In income poverty in 1st year and exited poverty in 2nd year
	7.4
	5.4
	5.1
	5.6
	5.6
	5.7

	In poverty in both years
	6.3
	6.3
	6.5
	7.9
	7.4
	7.4

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Source: Melbourne Institute (2013). 
Financial poverty
Relative income poverty rates may overstate the proportion of the population experiencing financial disadvantage. For example, recent analysis highlights the importance of adjusting for wealth when calculating relative income poverty rates. Approximately 30 per cent of individuals classified as experiencing relative income poverty in 2010 were found to be in the top half of the wealth distribution — indicating that they probably should not be considered as having inadequate economic resources. Of these, around 36 per cent were elderly couples (Melbourne Institute 2013).
As noted in chapter 2, the adoption of a more comprehensive measure of financial poverty, which takes account of factors such as consumption and net worth, provides a more accurate assessment of a person’s (and household’s) access to economic resources.[footnoteRef:13] [13: 	Net worth is the value of a household’s assets less the value of its liabilities (ABS 2011a).] 

With this in mind, Headey, Krause and Wagner (2009) defined an individual to be financially poor if they have the combination of:
household income below 50 per cent of median equivalised household income
household consumption below 50 per cent of median equivalised household consumption
household net worth less than $200 000
little in the way of liquid assets (lacking enough wealth to survive for three months in an emergency, excluding assets like housing, businesses, farms).
The use of additional filters more fully takes into account an individual’s financial circumstances, and significantly reduces the estimated number of Australians experiencing financial disadvantage:
the addition of a consumption filter reduces the proportion of Australians considered poor by more than 10 percentage points to 3.6 per cent (760 000 people)
adding the net worth filter makes a smaller difference — reducing the percentage considered poor by around half a percentage point to just over 3 per cent (670 000)
the estimate of those experiencing income and consumption poverty and low levels of liquid assets is lower again at 2.5 per cent (530 000) (table 3.3).
[bookmark: OLE_LINK7]Table 3.3	Different estimates for financial poverty, 2007
Per cent of all Australians
	
	<50 per cent of median income
	<60 per cent of median income

	Income poor
	13.7
	19.9

	Consumption poor
	9.9
	15.9

	Income poor + consumption poor
	3.6
	7.2

	Income poor + consumption poor + net worth poor a
	3.2
	6.3

	Income poor + consumption poor + liquid asset poor a
	2.5
	4.9


a Net worth and liquid asset poor are alternative measures of low wealth.
Source: Headey, Krause and Wagner (2009, p. 19).
In explaining why the inclusion of consumption has such as large effect on the proportion designated as poor, Headey, Krause and Wagner (2009) noted:
Fundamentally, the reason why inclusion of consumption has such a large effect is that consumption is about 20 per cent more equally distributed than income. It is also only moderately highly correlated with income.
… Many households appear to engage in consumption smoothing, maintaining their standard of living during putatively temporary periods of low income. (pp. 19‑20)
Many households that engage in ‘consumption smoothing’ are able to do so by drawing down their stock of wealth. This pattern is particularly evident among those older Australians who are asset rich but income poor.


3.2	Indicators of deprivation
Deprivation indicators are another approach to measuring disadvantage. While Bray (2001), Travers and Richardson (1993) and others initiated early work on deprivation in Australia, Saunders and the SPRC have undertaken the most substantial and recent application of this approach. 
The deprivation approach seeks to measure the extent to which people are:
missing out on purchasable items, activities or services regarded as essential by a majority of the population, and
whether any lack of take up was because the items were not affordable (chapter 2). 
Evidence of deprivation in Australia
In order to better understand the nature of poverty and other forms of disadvantage in Australia, Saunders and others from the SPRC developed and conducted two tailored surveys — the Community Understanding of Poverty and Social Exclusion (CUPSE) survey in 2006, and the Poverty and Exclusion in Modern Australia (PEMA) survey in 2010. Part of the surveys involved capturing the extent to which adult Australians are deprived of essential items, activities and services.[footnoteRef:14]  [14: 	Information on the methodologies used in the surveys is available in Saunders, Naidoo and Griffiths (2007), Saunders (2011) and Saunders and Wong (2012). ] 

Previous surveys of disadvantage had been restricted in their usefulness by the lack of sampling of people who experience more severe levels of disadvantage — particularly the homeless. In order to overcome this problem, the researchers, in their 2006 survey, targeted disadvantaged people dependent upon the services of key welfare organisations (such as Mission Australia and the Brotherhood of St Laurence). The researchers then compared the extent of the deprivation experienced by this targeted group of welfare clients with that of the general community. 
Survey participants were asked to indicate which items, activities and services they considered essential. The same ten items shown in table 3.4 were attributed the highest rankings by the community sample in both the 2006 and 2010 surveys. In general, the magnitude of deprivation was much higher for welfare clients compared with the community sample across the essential items considered. 
[bookmark: OLE_LINK11]Table 3.4	Items regarded as essential, who has them, and who does not have them because they cannot afford thema, 2006
	
	Is it essential?
	Do you have it?
	Prevalence of deprivation – does not have and cannot afford

	Item
	Community sampleb
	Welfare client samplec
	Community sample 
	Welfare client samplec
	Community sampleb
	Welfare client samplec

	
	%
	%
	%
	%
	%
	%

	Medical treatment if needed
	99.9
	99.8
	97.0
	88.9
	2.1
	9.3

	Warm clothes and bedding
	99.8
	99.4
	99.6
	90.0
	0.3
	8.1

	A substantial meal at least once a day
	99.6
	98.3
	98.5
	84.7
	1.2
	12.6

	Able to buy prescribed medicines
	99.4
	98.9
	95.7
	69.0
	4.5
	25.3

	Dental treatment if needed
	98.6
	96.6
	81.3
	43.0
	14.5
	46.0

	Decent and secure home 
	97.3
	97.9
	92.1
	66.5
	7.1
	28.2

	Children can participate in school activities or outings
	94.8
	94.7
	68.9
	53.4
	3.6
	16.2

	Yearly dental check‑up for children
	94.7
	95.0
	71.4
	41.7
	9.8
	34.7

	A hobby or leisure activity for children
	92.5
	93.7
	74.1
	54.8
	5.7
	23.8

	A roof and gutters that do not leak
	92.3
	92.1
	90.0
	77.8
	4.8
	12.5


a Percentage of respondents who regarded items as essential and the proportion who have access to the item. Weighted data using ABS population weights is presented where available. Response rates for items that are regarded as essential shown in the table, along with deprivation rates, apply to responses of the whole community and welfare client samples — not just those who are affected by each item. For example, while respondents who do not have children will indicate that they do not have access to items that relate to children, they do not report that this is because they cannot afford these items. As a consequence they will not be recorded as being deprived of these items. b Randomly collected responses of 2 700 people (response rate of 46 per cent) (weighted data). c Responses of 670 disadvantaged clients of Mission Australia, Brotherhood of St Laurence and Anglicare Sydney (unweighted data).
Sources: SPRC (2007); Saunders (2011).
As noted by the SPRC (2007), the items rated most highly by the community as essential relate to basic needs and services and social and economic participation rather than consumer items: 
… the findings indicate that Australian views on which items are essential focus on items that satisfy basic material needs, access to key community services, protection against unforeseen risks, and those items that support people’s sense of identity, status and social and economic functioning. 
… possessing material goods is a less important determinant of people’s standard of living than is often assumed (mainly by economists). People appear to place more weight on their ability to function in society, to access key services when they need them, to have a sense of status and identity, and to connect socially with others. (p. 36)[footnoteRef:15] [15: 	Examples of essential items that relate to social connection include the ability of children to participate in school activities or outings (ranked 7th ) and regular social contact with people (ranked 13th). ] 

The two highest ranked sources of deprivation identified by both the community and welfare client samples were not being able to afford dental treatment when needed (for household heads) and yearly dental check-ups for children. Almost a half of the welfare client sample and just over one quarter of the community sample were deprived of dental treatment in 2006. While a sample of disadvantaged clients was not included in the 2010 survey, dental services also appeared as the greatest source of deprivation for the community group in 2010.[footnoteRef:16] [16: 	The deprivation rate for ‘dental treatment if needed’ for the community sample fell from 14.5 per cent in 2006 to 13.1 per cent in 2010. The deprivation rate for ‘a yearly dental check‑up for children’ fell from 9.8 per cent to 8 per cent over the same period.] 

Having a decent and secure home was the third highest ranked item of deprivation for both the community and welfare client samples in 2006. The ability to buy prescribed medicines was the fourth highest form of deprivation for the welfare client sample with around a quarter being deprived of this essential item. 
Saunders and the SPRC also measured the degree to which Australians experienced multiple disadvantage — that is, were deprived of a number of essential items, activities and services because they could not afford them. Not surprisingly, the lower the number of items at which the threshold of multiple deprivation was set, the larger was the proportion of the adult population assessed as experiencing multiple deprivation. It is implicit in this approach that all items are weighted equally. 
The results of the SPRC’s analysis show:
in 2010, just over 13 per cent of the community aged 18 years plus did not have and could not afford four or more of the 24 items regarded as essential (table 3.5)
when the threshold was lowered to three or more essential items, the share increased to just over 17 per cent (2.9 million adults) 
between 2006 and 2010, multiple deprivation rates fell marginally for the community sample. 
As expected, despite some small differences in the number of essential items tested, the rate of multiple deprivation was much higher for the welfare client sample with just under 60 per cent of the group being deprived of three or more items regarded as essential in 2006. 
[bookmark: OLE_LINK10]Table 3.5	Prevalence of multiple deprivation, 2006 and 2010
	Number of items lacking because they could not be afforded
	Community samplea (weighted data)
2006
	Community samplea (weighted data)
2010
	Client sampleb (weighted data)
2006

	
	%
	%
	%

	None
	60.4
	63.2
	25.2

	1 or more
	39.6
	36.8
	74.8

	2 or more
	27.2
	24.5
	64.7

	3 or more
	19.8
	17.3
	59.0

	4 or more
	14.8
	13.1
	52.7

	5 or more
	11.6
	10.3
	45.5

	6 or more
	8.4
	7.6
	40.0

	7 or more
	6.2
	5.8
	31.5

	8 or more
	4.7
	4.2
	26.6

	9 or more
	3.5
	2.7
	21.8

	10 or more
	2.2
	2.1
	16.5


a Community data is based on responses for 24 items considered essential that were common to both the 2006 and 2010 surveys b Client data are based on responses for 26 items considered essential in 2006. The two additional items for the 2006 survey were having a television and having a separate bedroom for children aged over 10. A client sample was not included in the 2010 PEMA survey.
Sources: Saunders and Wong (2012); Saunders, Naidoo and Griffiths (2007).
The construction of measures of multiple deprivation rely on a number of subjective value judgments. These include:
whether all items, services and activities are treated as being equally important (and therefore should be weighted equally)
whether preferences for items, activities and services are assumed to be stable over the life cycle (such as changing needs for child and aged care services)
where the threshold for multiple deprivation is set. 
The last judgment is particularly important. Decisions about whether the threshold should be set at say three, four, or five items, activities or services, directly influences the number of Australians defined as experiencing multiple deprivation.
3.3	Indicators of social exclusion
Measures of social exclusion have also been used to better understand the extent of broader and more complex disadvantage experienced by Australians. As explained in chapter 2, social exclusion is a multi‑dimensional concept that relates to the inability of individuals to participate or engage in key economic, social and political activities. As with deprivation, it is largely an outcomes‑focused measure of disadvantage — although a number of indicators of social exclusion also seek to reflect an individual’s capability to effectively participate in society. 
Reflecting the very different definitions of social exclusion, there is no standard measure. Three different measures of social exclusion have been developed in Australia. 
The SPRC developed a set of social exclusion indicators based on three core components (or domains) encompassing economic exclusion, social disengagement and service exclusion. Twenty seven indicators, drawn from the CUPSE and PEMA surveys, are spread across the three domains. An Australian adult is assessed as being socially excluded if they experience seven or more of the 27 indicators of exclusion (Saunders 2011; Saunders, Naidoo and Griffiths 2007).
The Australian Social Inclusion Board’s measure of multiple disadvantage or social exclusion is based on three core domains. Each domain includes two indicators from the ABS General Social Survey (GSS). The economic domain includes indicators for low income and household joblessness; the personal domain includes indicators for poor health and low education; and the social domain includes indicators for lack of social connection and fears for personal safety. An individual of working age (those aged 15-64 years) is assessed as experiencing multiple disadvantage if they experience 3 or more of the 6 indicators used (Australian Social Inclusion Board 2009).
The Melbourne Institute in consultation with the Brotherhood of St Laurence (BSL), developed the Social Exclusion Monitor (SEM) based on seven life domains, with 29 indicators spread across the domains. The SEM is based on HILDA survey data and is updated annually. The SEM uses a cumulative scoring system, where in general, the greater the number of indicators or higher the score, the greater is the depth of an individual’s social exclusion (Azpitarte 2012b).
Of the three measures of social exclusion, the SEM is perhaps the most highly developed. Building on experience in the United Kingdom and other parts of Europe, the SEM is based on a well‑constructed framework for measuring social exclusion (Scutella, Wilkins and Horn 2009) (box 3.2). 
Estimates of social exclusion and its depth in Australia
Not surprisingly, the three different approaches provide different estimates for the extent of social exclusion among Australian adults. 
The Australian Social Inclusion Board (2012) estimated that around 5 per cent of the working age population (or 645 000 people) experienced social exclusion or multiple and complex disadvantage (at least three of the six indicators of exclusion) in 2010.
The SPRC’s estimates are higher. Based on the results of the 2010 PEMA survey, 16 per cent of the adult population (or 2.7 million people) were estimated to have experienced social exclusion (experiencing 7 or more indicators of social exclusion) (Saunders and Wong 2012). 
Estimates provided by the BSL and Melbourne Institute based on the SEM methodology are higher again. Just under a quarter of Australians aged 15 years plus (4.5 million) experienced some degree of social exclusion in 2010 with smaller proportions experiencing deep or very deep exclusion (defined in box 3.2): 
20 per cent of those aged 15 years plus (3.5 million people) experienced marginal exclusion
just under 5 per cent (860 000) experienced ‘deep exclusion’
just under 1 per cent (145 000) were classified as being ‘very deeply’ excluded (Azpitarte 2012b). [footnoteRef:17] [17: 	The very deeply excluded (scored 3 from the indicators shown in box 3.2) are a subset of the deeply excluded (scored 2). For example, the 4.8 per cent of people aged 15 years plus in 2010 who were classified as deeply excluded is composed of 4 per cent that scored 2 and <3 and 0.8 per cent that scored 3.] 

Trends in social exclusion
Trends in the SEM show a decline in the rate of deeper social exclusion between 2001 and 2010 (figure 3.3). 
Over this period, the proportion of the Australian population aged 15 years plus experiencing deep exclusion declined from a little over 7 per cent (1.1 million) to just under 5 per cent (860 000). The proportion experiencing very deep exclusion declined slightly from just over 1 per cent in 2001 to just under 1 per cent in 2010 (falling from 190 000 to 145 000).

	[bookmark: OLE_LINK12]Box 3.2	Components of the Social Exclusion Monitor (SEM)

	The SEM aims to capture the capacity of individuals to participate in society. Seven life domains are measured with varying numbers of indicators for each domain (ranging from two to five). Some data are available in all waves of the survey while others are available less frequently (as indicated). The domains include:
Material resources: low income (less than 60 per cent of median household income); low net worth (less than 60 per cent of median household net worth)*; low consumption (less than 60 per cent of median household consumption expenditure)*; and financial hardship (three or more indicators of financial stress).
Employment: in a jobless household; long‑term unemployed; unemployed; underemployed; and marginally attached to the workforce.
Education and skills: low formal education; low literacy*; low numeracy*; poor English; and little work experience.
Health and disability: poor general health; poor physical health; poor mental health; long-term health condition or disability; and household has a child with a disability.
Social connection: little social support; and infrequent social activity.
Community: low neighbourhood quality*; disconnection from community; low satisfaction with the neighbourhood; low membership of clubs and associations; and low volunteer activity.
Personal safety: victim of violence and/or victim of property crime; and feeling of being unsafe.
A sum‑score approach is used to measure the depth of exclusion of individuals. This gives equal weight to all of the seven life domains on the implicit assumption that each is an equally important contributor to overall social exclusion. The scores achieved for each domain depend upon responses from individuals to each indicator. For example, for the material resources domain there are four indicators which are worth 0.25 each. If an individual experiences all four they get a score of 1 but if they only experienced say low income, they would record a score of 0.25.
Other indicators are ‘nested’ — such as those used for employment — to give extra weighting to the perceived depth of disadvantage. For example, a person who is long‑term unemployed would be deemed to have a score of 1 for the employment domain even though they do not satisfy the other indicators in this domain.
Given that there are seven life domains which are all accorded a value of 1, the highest score an individual could receive is 7 and the lowest 0. A score of 1 or more signifies some level of exclusion. If respondents receive a cumulative score between 1 and 2 they are regarded as marginally excluded, a score of 2 or more signifies deep exclusion and a score of 3 or more equates to very deep exclusion. Scores are determined from indicators that are common to every wave.

	Note: * Indicates data not available in all waves of the survey.
Sources: Azpitarte (2012b); Scutella, Wilkins and Kostenko (2009).

	

	


Figure 3.3	Trends in social exclusion: Social Exclusion Monitor a, 2001 to 2010
	


a Trend information presented is derived from common indicators that are measured in all of the waves of HILDA data for the population aged 15 years plus. The very deeply excluded are a subset of those that are deeply excluded. The rate of deep exclusion is the combination of the black and hatched areas shown in the chart.
Source: Azpitarte (2012b).
Supporting these findings, the SPRC (Saunders and Wong 2012), using the two separate surveys on poverty and social exclusion, also reported a decline in the average prevalence of social exclusion among the adult population — from just over 19 per cent (or 3 million) in 2006 to just under 16 per cent in 2010 (2.7 million) (table 3.6).[footnoteRef:18]  [18: 	The overall decline reflected a small decline in the average prevalence of social disengagement, a decline in economic exclusion and a larger decline in the average prevalence of service exclusion.] 

Similarly, the Australian Social Inclusion Board (2012) reported a slight reduction in the proportion of the Australian working age population experiencing multiple disadvantage — from 5.2 per cent (or 680 000 people) in 2006 to 4.6 per cent (or 645 000) in 2010. The Australian Social Inclusion Board (2012) reported:
… there were small improvements in those disadvantaged by employment and education, there was also a slight worsening in the number of people experiencing poor health and little change in the income, safety and support indicators. (p. 6)
Notwithstanding these improvements, the proportion of the population aged 15 years plus that are very deeply excluded remained relatively stable at around 1 per cent between 2001 and 2009. This suggests that economic and employment growth alone may not improve the situation significantly for those with more complex needs. 
The importance of employment for overcoming deep and persistent disadvantage is explored further in chapter 4.
Indicators common to people experiencing deep social exclusion
There are a number of indicators that are common to people experiencing deeper social exclusion. The deeply excluded are more likely to have relatively low levels of community interaction, are very likely to have a long‑term medical condition or disability and have characteristics that reduce their levels of workforce participation which in turn contributes to lower economic resources. 
Of the individuals aged 15 years plus who experienced deep social exclusion between 2001 and 2010:
just under a half had low levels of formal education
close to 60 per cent were part of a jobless household
just under 40 per cent were unemployed, underemployed or marginally attached to the labour market
just under 70 per cent were part of a household whose annual income was less than 60 per cent of median household equivalised income (Melbourne Institute 2013).
The overlap of income poverty, deprivation and social exclusion
Saunders and Wong (2012) sought to estimate the share of adult Australians who experience a combination or overlap of income poverty, financial deprivation and social exclusion — also known as ‘core disadvantaged’. The researchers found the share of adults who experienced core disadvantage remained relatively stable at around 4 per cent between 2006 and 2010 (with the level of core disadvantaged rising slightly from 600 00 in 2006 to 660 000 in 2010) (table 3.6).
[bookmark: OLE_LINK1]Table 3.6	Degree of overlap between income poverty, deprivation and social exclusiona
	
	2006
	2010

	
	%
	%

	Individual indicator
	
	

	Poverty rate
	11.8
	13.1

	Deprivation rate
	19.8
	17.3

	Social exclusion rate (overall)
	19.4
	15.7

	Extent of overlap
	
	

	In poverty and also deprived
	43.7
	40.9

	In poverty and socially excluded
	40.6
	38.7

	In poverty and disengaged
	33.9
	32.3

	In poverty and service excluded
	27.5
	28.9

	In poverty and economically excluded
	39.2
	35.4

	In poverty and deprived and economically excluded
	31.9
	30.0

	Core disadvantaged - proportion of population experiencing poverty, deprivation and exclusion
	3.8
	3.9


a Weighted data for people aged 18 years plus from the CUPSE survey conducted in 2006 and PEMA survey conducted in 2010. Individuals were classified as experiencing income poverty if their income was below half median household income. Individuals were deprived if they experienced three or more deprivation conditions and excluded if they experienced seven or more separate exclusion indicators. People were disengaged if they experienced three or more disengagement indicators. People experienced service exclusion if they experienced three or more service exclusion indicators and economic exclusion if they experienced three or more indicators of economic exclusion. Data for 2006 is unpublished weighted data that was provided to the Commission to allow comparisons with published weighted estimates for 2010.
Sources: Saunders and Wong (2012) for 2010 data; unpublished CUPSE data for 2006.
Saunders and Wong (2012) found that those Australians who are experiencing relative income poverty do not necessarily experience deprivation and/or social exclusion, though the probability appears likely to be higher for these individuals than for those not experiencing relative income poverty. 
The survey responses show a much higher rate of overlap between poverty and deprivation in 2010 than poverty and service exclusion. Saunders (2011) concluded that:
These low overlaps confirm that how social disadvantage is measured makes a great deal of difference to who is identified as experiencing it. They also suggest that it would not be wise to rely on any single measure to estimate the extent of the problem, or as the basis for evaluating the impact of policy. (p. 171)
Given these methodological differences, the composition of the group of ‘core disadvantaged’ may differ slightly to the group determined by the SEM analysis to be deeply excluded and the group determined by the Australian Social Inclusion Board to be experiencing multiple disadvantage. 
The intersection approach taken by Saunders and the SPRC to measuring the overlap of all three forms of disadvantage for the adult population in Australia is illustrated in figure 3.4.
[bookmark: OLE_LINK16]Figure 3.4	Overlap between poverty, deprivation and exclusiona, 2010
	[image: ]


a Australian population aged 18 years plus. Weighted data. Individual estimates for poverty, deprivation and exclusion shown in brackets do not quite line up with estimates provided in table 3.6 because the sample is restricted to individuals who provided responses for all three indicators. The diagram shows the percentage of the adult population experiencing only one form of disadvantage and the percentage experiencing multiple forms of disadvantage indicated in the intersection of the three circles.
Source: Saunders and Wong (2012).
Evidence of persistent and recurring social exclusion
While some Australians experience episodes of deeper exclusion, the extent of persistent deep social exclusion is more limited. Measures of social exclusion based on the SEM approach show that just under 3 per cent (or 465 000) of Australians aged 15 years plus were deeply socially excluded for five years or more between 2001 and 2010 and around 1 per cent (165 000) were deeply excluded for seven years or more (figure 3.5). Persistence of very deep social exclusion is even less significant.
Figure 3.5	Persistence of social exclusion, 2001 to 2010
	


Source: Azpitarte (2012b).
The average duration rate for deep exclusion between 2001 and 2009 was 1.7 years while the average duration of very deep exclusion was 1.4 years.[footnoteRef:19]  [19: 	Unpublished data from the Brotherhood of St Laurence and Melbourne Institute Social Exclusion Monitor.] 

The results for these measures need to be interpreted with some caution. Some of the indicators used in constructing the SEM capture persistence of disadvantage for individuals better than others. For instance, some of the indicators capture data for a whole year, or part of a year, whereas others may only capture the status of individuals at a point‑in‑time when the HILDA survey is undertaken. The degree to which different indicators within life domains capture persistence of social exclusion is discussed in box 3.3.

	Box 3.3	Ability of SEM indicators to capture persistence of deep social exclusion

	Some SEM indicators better capture the degree of persistence of some aspects of disadvantage — particularly those that are annualised estimates compared with estimates that relate to the month in which the survey is undertaken.
Levels of individual and household income, along with consumption (or expenditure), are aggregate estimates calculated over a 12 month period. The manner in which this data is collected provides a more reliable basis for understanding the persistence of economic disadvantage. 
Household net worth — another measure of economic disadvantage — is a bit more problematic. This measure is calculated at a point‑in‑time and its extent could change significantly following an event such as a divorce settlement. Likewise, indicators of financial hardship — such as the inability to pay bills or difficulties experienced in raising larger amounts of money — need only occur ‘at some time during the year’ and so only reflect disadvantage at a point‑in‑time.
Employment indicators are also mixed in terms of revealing information about the persistence of disadvantage. For example, a person is recorded as long‑term unemployed or being in a jobless household after examining their (or their households) employment calendar over the previous 12 months. These measures better capture the extent to which disadvantage persists, relative to indicators such as under‑employment — which is based on ‘usual hours worked per week’ and whether individuals express a preference for more hours at the time of interview.
Indicators relating to educational attainment tend to be relatively stable, apart from those who are about to graduate from secondary or tertiary education. Hence the timing of when the survey is conducted may impact on current education status. 
Health and disability information is gained from respondents in response to a number of questions, some of which refer to physical disabilities and the presence of a child with a disability (both of which tend to be ongoing). Other indicators rely on a subjective assessment of ‘current’ health status, such as poor, average, fair or good. Depending on the nature of the condition, this could be subject to change over time. 
Other domains, such as social connection, may be a function of the strength of family relationships which could deteriorate quickly or slowly become re‑established. Views about the local community and personal safety may be a function of current living conditions which could change significantly following physical relocation or may persist if it is not possible to relocate.

	

	





Transitions between states of social exclusion and out of exclusion
As is the case with other measures of disadvantage, people move in to and out of states of social exclusion. Those who are only marginally excluded tend to be more mobile. Data from the SEM show:
many of those who are very deeply socially excluded remain in that state — just over three quarters of those who are very deeply socially excluded are either deeply or very deeply excluded the following year while a fifth are marginally excluded
there is greater movement of those who are deeply excluded — just over a half move to either marginal or non‑exclusion the following year — but less than 10 per cent slide into very deep exclusion
only a small proportion (9 per cent) of the marginally excluded (those at risk of deep exclusion) move into deep or very deep exclusion in the following year, while almost 40 per cent are not excluded in the following year (table 3.7).
Table 3.7	Rates of transition between states of exclusion
Average for all waves between 2001 and 2009
	
	Condition in time t+1

	Condition in time t
	Not excluded
	Marginal
	Deep
	Very deep
	All

	Not excluded
	90
	9
	1
	0
	100

	Marginal
	37
	54
	8
	1
	100

	Deep
	12
	42
	37
	8
	100

	Very deep
	4
	21
	45
	31
	100


Source: Social Exclusion Monitor, unpublished data provided by Azpitarte from the Brotherhood of St Laurence.
3.4	Characteristics of Australians most likely to experience disadvantage
The surveys and measures covered in this chapter also provide useful information on the characteristics of Australians who are most likely to experience higher rates of disadvantage (table 3.8).
Based on the various indicators, the groups identified as more likely to experience multiple forms or deeper disadvantage are: 
unemployed people
people who are dependent upon income support
people with poor health or a disability
lone parents (and their children)[footnoteRef:20] [20: 	While many of the measures of disadvantage refer to adult Australians or people aged 15 years plus estimates show children of lone parents have much higher rates of persistent poverty and lone parents are much more likely than other household types to be income and asset poor.] 

people with low levels of educational attainment
Indigenous Australians
single adults (both elderly and working age).
[bookmark: OLE_LINK23]Table 3.8	Prevalence of forms of disadvantage for vulnerable groups
	
	2010
	2001 to 2010

	Group or characteristic
	Relative income poverty 
	Multiple deprivation 
	Deep social exclusion 
	Deep and persistent social exclusion 

	
	(% rate)a
	(% rate)b
	(% rate)c
	(% rate)c

	Single (18 to 64 years)
	26.4
	8.2
	7.1
	7.1

	Lone parents
	25.0
	10.0
	10.1
	11.3

	Single adults over 65 years
	23.6
	3.3
	11.9
	6.3

	65 years plus (total)
	13.2
	7.9
	7.6
	6.3

	Indigenous persons
	n.a.*
	n.a.**
	9.1
	10.8

	Migrants (NESB) 
	15.8
	n.a.**
	5.7
	5.6

	Unemployed
	63.3
	n.a.**
	31.4
	11.5

	Dependent on income support
	36.5
	33.6
	18.7
	15.3

	People with a long-term health condition or disability
	27.4
	28.9
	13.3
	11.2

	Low educational attainmentd
	n.a.*
	32.1
	9.9
	9.3

	Public housing tenants
	n.a.*
	n.a.**
	21.1
	23.6

	Total
	12.8
	13.2
	4.8
	4.4


a Survey responses from the 2010 ABS Survey of Income and Housing. Refers to characteristics of household reference person in households where equivalised disposable income is below 50 per cent of median household income. b Refers to adult Australians with at least four forms of financial deprivation. c To be deeply socially excluded an individual aged 15 years plus needs to have a score of 2 or more from indicators used for seven life domains. To be deeply and persistently socially excluded an individual aged 15 years plus needs to have a score of 2 or more for four or more years between 2001 and 2010 (box 3.2). d Educational attainment of Year 11 or below. n.a.* — data for these groups are not available from the ABS SIH. n.a.** — sample sizes for these groups in the PEMA survey were too small to provide reliable results. NESB – Non‑English Speaking Background.
Sources: ACOSS (2012); Unpublished PEMA data provided by the SPRC; Brotherhood of St Laurence and Melbourne Institute Social Exclusion Monitor (SEM) (unpublished data).


Many of the groups highlighted in table 3.8 are public housing tenants and have relatively weak attachment to the labour market. The table shows unemployed Australians and people dependent on income support have the highest rates of relative income poverty and deep social exclusion. 
Indigenous Australians have higher than average rates of deep social exclusion and deep and persistent social exclusion. However, the HILDA survey, upon which the measure of social exclusion is based, does not include Indigenous Australians in very remote communities. Meaningful data about rates of relative income poverty and deprivation for Indigenous Australians could not be presented in the table either due to the lack of an Indigenous identifier (in the case of the SIH) or very small survey sample sizes affecting the reliability of estimates for deprivation.
Separate analysis using HILDA data show Indigenous Australians had a much higher relative income poverty rate (at 19.3 per cent) in 2010 compared with the Australian average (of 12.4 per cent). The same data source showed people with low education attainment had a relative income poverty rate of 23.6 per cent while public housing tenants had a relative income poverty rate of 39.7 per cent.[footnoteRef:21] [21: 	Unpublished estimates provided by Azpitarte from the Brotherhood of St Laurence.] 

Table 3.8 shows migrants from a non‑English speaking background (NESB) were more likely than the average Australian to experience relative income poverty — with a relative income poverty rate three percentage points higher than the average. But the prevalence rates of deep and persistent social exclusion experienced by migrants is similar to the average for all Australians. This information suggests that migrants could be more resilient than some of the other groups highlighted. However, given the small sample of migrants and refugees in the HILDA survey, any results need to be interpreted with caution. 
Elderly people are more likely than average to be classified as income poor, and slightly more likely than average to be assessed as deeply (and persistently) socially excluded. Even so, they are much less likely to experience multiple deprivation.
In some cases, the various characteristics can cluster and become mutually reinforcing. For example, people below retirement age who are experiencing financial stress or financial disadvantage are more likely to experience other forms of social disadvantage as a result of lack of financial resources. Similarly, people living in jobless households, lone parents, people with long‑term health conditions and people who are dependent on income support are more likely to meet eligibility criteria generally applied to public housing. And Indigenous Australians living in remote areas are less likely to be able to access employment opportunities and receive a good formal education than those in urban communities, and are more likely to rely on social security.
While people in these groups are more likely to be disadvantaged, having these characteristics does not necessarily lead to disadvantage. For example, the vast majority of individuals who are lone parents, single adults, Indigenous or elderly are not experiencing deep and persistent social exclusion. As discussed elsewhere in this report, some people within these groups are more resilient. A discussion of the factors that contribute to a greater likelihood of becoming disadvantaged is included in chapter 4.
Composition of those who are disadvantaged
Groups that have a higher probability of disadvantage may also account for a relatively large or small proportion of all disadvantaged people. As a result it is useful to also consider the composition of those who experience disadvantage.
Just over 60 per cent of people experiencing relative income poverty are dependent on income support as their main form of income, just over a quarter are migrants from countries where the main language spoken is not English, a third are couples with no children, a quarter are lone parents and 15 per cent are aged over 65 years. Individuals can, of course, have a combination of these characteristics (ACOSS 2012).
Unpublished SEM data show just over 80 per cent of those who are deeply and persistently socially excluded have a long‑term health condition or disability, just over 60 per cent have low educational attainment (Year 11 or less) and around a fifth are public housing tenants. Close to two fifths of people who are deeply and persistently disadvantaged are aged 60 years or over. While Indigenous Australians aged 15 years plus have a high rate of deep and persistent disadvantage they account for a relatively small proportion of all those who are deeply and persistently excluded (5 per cent). Lone persons and lone parents combined account for just under a half of those who are deeply and persistently excluded.
Individual tables showing the characteristics and composition of Australians experiencing relative income poverty, multiple deprivation, social exclusion, persistent income poverty and persistent social exclusion are provided in appendix A.
Falls in rates of social exclusion for vulnerable groups
There have been significant reductions in the prevalence of deep exclusion for a number of vulnerable groups in the past decade. The results of the SEM show between 2001 and 2010 the prevalence rate of deep exclusion for:
Indigenous Australians more than halved from close 21 per cent to just over 9 per cent
lone parents fell from just under 18 per cent to 10 per cent
people with a long‑term health condition or disability fell from just over 19 per cent to just over 13 per cent
migrants from non‑English speaking backgrounds fell from almost 11 per cent to just under 6 per cent.
Trends in prevalence of deep social exclusion for other groups are provided in appendix A.
Some caution should be taken in interpreting the results for Indigenous Australians and migrants from non‑English speaking backgrounds. As indicated earlier, both groups have been identified as more likely to exit the HILDA survey. If those who exit are also more likely to be disadvantaged, this will tend to bias the results. The problems surrounding the results for Indigenous Australians are compounded by the non‑sampling of Indigenous persons residing in very remote communities.
3.5	Where do people experiencing disadvantage live?
Poverty, deprivation and social exclusion can be concentrated in particular locations, often referred to as locational disadvantage. As described by Carpenter (2006):
… even the most ‘successful’ cities in terms of competitiveness are afflicted by urban poverty and social exclusion, often spatially focused pockets of deprivation that are home to low‑income groups, few economic opportunities and run‑down urban environments. (p. 2 145)
Disadvantaged areas or regions are generally characterised by people with lower levels of labour force participation and skills, lower educational attainment, and lower household incomes. Residents of disadvantaged regions are also more likely to have a health condition or disability. The regions themselves are characterised by poorer physical infrastructure and quality of housing, along with higher levels of crime and violence than more advantaged regions (AHURI 2010).
A number of studies have been undertaken on locational or regional dimensions of disadvantage in Australia. However, disadvantaged people can be co‑located with people who are more affluent, making it more difficult to identify locational disadvantage with precision.
The location of Australians who are deprived and socially excluded
Saunders and Wong (2012) undertook locational analysis to ascertain whether experiences of deprivation and social exclusion among Australian adults varies by region. Using the results of the 2010 PEMA survey, the researchers investigated the extent of deprivation and social exclusion according to whether individuals resided in the outer suburbs (outer metropolitan areas with a population of 100 000 or more), the inner city (inner metropolitan areas of major cities with a population of 100 000 or more), large towns (with a population over 25 000), rural areas or villages (no population size specified), large country towns (over 10 000) and small country towns (under 10 000).
The survey results showed that: 
the prevalence of deprivation was highest in large towns and rural areas and lowest in the inner city 
rates of social disengagement of residents from large towns and rural areas were found to be generally higher than those recorded by residents of the inner city — the main difference being lower rates of participation of children in school activities and outings
residents of rural areas reported the highest rates of service exclusion — particularly in relation to medical and dental services, child care and financial services
residents of the inner city recorded higher rates of exclusion from aged care and disability support services compared with residents from other locations. 
Regional comparisons in relation to economic exclusion revealed similar results —residents of small country towns and rural areas had higher rates of exclusion than residents of the inner city. The differences mainly related to difficulties raising $500 in an emergency or $2000 within a week. 
However, residents of rural areas reported much lower rates of unemployment than residents in other regions and residents in jobless households were spread much more widely — with the highest rates recorded in large towns, the inner city and small country towns.
Unpublished SEM data also reveal the location of those who are disadvantaged. The data show the highest prevalence of persistent and deep exclusion was recorded by people in outer regional areas, followed by those in inner regional areas and major cities.[footnoteRef:22] The extent of disadvantage of residents in remote and very remote communities was not assessed due to very small sample size.[footnoteRef:23] [22: 	The structure used by the Melbourne Institute/Brotherhood of St Laurence to determine regional concentration of people who are deeply and persistently excluded is based on the ABS Remoteness Area spatial unit which aggregates non‑contiguous geographical areas (or Census Collection Districts) which share common characteristics of remoteness. The categories used are: Major Cities; Inner Regional Australia; Outer Regional Australia; Remote Australia; and Very Remote Australia.]  [23: 	Only 0.4 per cent of the HILDA sample of individual respondents in 2010 resided in very remote areas while 1.7 per cent lived in remote areas. Just under 5 per cent of people aged 15 years plus in outer regional Australia were assessed as deeply and persistently excluded in 2010 followed by 4.3 per cent of people of the same age in inner regional Australia and 3.5 per cent of people in major cities. A person was assessed as persistently and deeply excluded if they recorded a score greater to or equal to 2 for at least four out of nine years.] 

Socio-Economic Index for Areas (SEIFA) analysis
The ABS has also developed a number of socioeconomic indexes which use Census data to rank regions and areas according to their social and economic well‑being. The Index of Relative Socio-economic Disadvantage is derived from Census variables related to disadvantage such as low income, low educational attainment, unemployment, and dwellings without motor vehicles. A low score indicates relatively greater levels of disadvantage. 
The ABS SEIFA scores are relative rather than absolute measures of socioeconomic disadvantage, which make comparisons over time problematic. Further, the scores are an average for residents in Statistical Local Areas (SLAs) and therefore mask heterogeneity — where residents with various degrees of disadvantage are co‑located with residents who may not experience disadvantage. This might occur in inner city SLAs where both public housing tenants and more affluent home owners reside.
Experience of multiple disadvantage appears to be becoming more geographically concentrated. The Australian Social Inclusion Board (2012) found that over 53 per cent of people experiencing multiple disadvantage lived in the bottom two SEIFA deciles in 2010 — up from 45 per cent in 2006.
Some states have higher concentrations of disadvantaged residents. ABS data show that New South Wales, South Australia, Tasmania and the Northern Territory have much higher shares of residents in lower socioeconomic SLAs, while Victoria and Western Australia have much lower concentrations of their population in lower socioeconomic SLAs (table 3.9).
[bookmark: OLE_LINK25]Table 3.9	Distribution of residents in bottom quintile of distribution of relative socioeconomic disadvantage, 2006
	
	Residents in bottom 20% of SLAs
	Share of total residents in bottom 20% of SLAs
	Usual resident population
	Share of total resident population

	
	Number
	%
	Number
	%

	New South Wales
	1 008 026
	38.6
	6 538 957
	33.0

	Victoria
	480 468
	18.4
	4 925 969
	24.9

	Queensland
	487 146
	18.6
	3 890 542
	19.6

	South Australia
	326 925
	12.5
	1 511 583
	7.6

	Western Australia
	82 921
	3.2
	1 952 763
	9.9

	Tasmania
	159 268
	6.1
	475 515
	2.4

	Northern Territory
	65 939
	2.5
	188 979
	1.0

	Australian Capital Territory
	712
	0.0
	321 493
	1.6

	Other Territories
	2290
	0.1
	2 290
	0.0

	Total
	2 612 983
	100.0
	19 808 091
	100.0


Source: ABS (2006a), Socio-economic Indexes for Areas (SEIFA), Cat. no. 2033.0.55.001.
Saunders and Wong (2012) found people living in regions at the bottom 10 per cent of the distribution of relative socioeconomic disadvantage tend to: 
be less satisfied with their location
report a greater prevalence of neighbourhood problems (as measured by noisy neighbours, loitering teenagers and presence of rubbish and litter)
report higher rates of vandalism, graffiti and damage to private property
record a slightly higher service exclusion score
record a much higher mean deprivation and economic exclusion score.
What do measures of locational disadvantage tell us?
The work of Saunders and Wong (2012) and others reveal that poverty, deprivation and social exclusion tends to be concentrated in particular locations. A range of information sources show Australians residing in more disadvantaged areas experience much higher rates of chronic disease and mental health problems. More disadvantaged regions are also characterised by higher rates of unemployment, people dependent upon income support and children living in jobless families. The same regions exhibit lower rates of community volunteering and children participating in full-time study (Monitoring Inequality in Australia 2013).
People with higher socioeconomic status within disadvantaged regions tend to be more geographically mobile which contributes to even greater concentrations of disadvantage (Ryan and Whelan 2010). Government policy decisions to concentrate public housing in particular localities have also partly contributed to greater levels of locational disadvantage. As Whiteford (1995) said: 
It is likely that the poorest neighbourhoods contain a high (and increasing) proportion of public housing tenants.
The increasing targeting of public housing on low income groups has the direct result that it appears that public housing areas have got poorer, because new entrants to public housing have lower incomes than those already there. (p. 12)
But there is less certainty about the direction of causality. For example, some disadvantaged people may decide to live in regions characterised by higher levels of disadvantage because rents and housing prices are lower.
3.6	The relative merits of the different measures of disadvantage
A number of measures of disadvantage have been examined in this chapter. No single indicator provides an over‑arching and uncontested measure of the number of disadvantaged Australians. The various measures, however, provide different lenses for understanding the different aspects of disadvantage. 
Simple measures such as relative income poverty are well‑established and allow for comparisons with other OECD countries. However, their relatively narrow focus means they can overstate the extent of disadvantage of particular groups, such as the elderly. This problem is overcome, in part, by the use of additional filters which take into account factors such as consumption and net wealth. 
Measures which consider disadvantage across a number of life domains provide useful information on the extent and depth of disadvantage. Some measures are more comprehensive than others and some domains are more meaningful for certain groups of individuals, depending on where they are in the life cycle. For example, having a job and a steady income will be more important for people of working age, while for those in retirement, more meaningful indicators might include the level of community involvement and social support experienced by individuals, and the availability and affordability of health care and disability services.
This suggests that different measures might be more or less helpful depending on the group or aspect of disadvantage being examined. For example, for those interested in personal capabilities (such as educational attainment and health) the SEM and Australian Social Inclusion Board measures might be more informative. Similarly, for those concerned with more fully understanding financial disadvantage, the SPRC measure, with its measure of deprivation, might prove more useful.
The regularity with which some indicators are available can also affect their usefulness. Some measures (such as the SEM) are available annually. Others are available much less regularly or on an ad hoc basis. Some measures are based on longitudinal data which enables measurement of persistence, while others rely on point‑in‑time estimates. Appendix B provides a table on the relative strengths and weaknesses of the various measures of disadvantage. 
Better access to data — including from larger departmental databases — would help improve the quality of measures. As discussed earlier in the chapter and pursued further in chapter 6, the capture and retention of more disadvantaged people and households in surveys is highly problematic. Household surveys are less likely to include people who are more disadvantaged as they can be difficult to locate or are less likely or able to respond. This is particularly the case for the homeless or those at risk of homelessness as well as Indigenous Australians in more remote communities. 
Migrants and recently settled refugees also tend not to be well represented in surveys used to inform some measures of disadvantage. To help address this, a longitudinal survey of 1 500 recently settled humanitarian families will be conducted annually by the AIFS between 2013 and 2018. A ‘top up’ sample was also added to the HILDA survey in 2011, which included a more representative share of migrants from the general population and recently arrived immigrants.
Disadvantaged groups also have a higher likelihood of leaving longitudinal surveys over time compared with those who are not disadvantaged. These factors may contribute to underestimation of the proportion of the population experiencing deep and persistent disadvantage. 
Despite the deficiencies in data sources noted, measures such as the SEM provide valuable and regular information on the extent of, and trends in deeper disadvantage in Australia, and the characteristics of those most likely to experience deeper disadvantage. 
However, some questions remain unanswered. While information is available on rates of transition between states of social exclusion and non‑exclusion from one year to another, little is known about the events (or combination of events) that trigger transitions. There is also a lack of information about factors that contributed to the fall in prevalence rates of deep exclusion for some of the more vulnerable groups between 2001 and 2010. The strength of the economy, which sets the foundation for providing employment opportunities, is obviously an important factor in explaining reduced rates of social exclusion. But other personal and social factors may also be contributing. 
The following chapter looks at the factors which influence the likelihood of people becoming disadvantaged.
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