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Overview



	Key points

	Australia has experienced two decades of economic growth and rising average incomes, but some in the community continue to be ‘left behind’. 
Disadvantage is a multi-dimensional concept. It is about ‘impoverished lives’ (including a lack of opportunities), not just low income. Poverty, deprivation, capabilities and social exclusion are different lenses to view and measure disadvantage. 
A number of researchers produce estimates of the extent of disadvantage in Australia. Each relies on contestable assumptions and thresholds.
Around 5 per cent of Australians aged 15 plus are estimated to have experienced deep social exclusion in 2010, fewer than in 2001 (7 per cent). The rate of very deep exclusion was stable at around 1 per cent (Social Exclusion Monitor). 
Fewer people experience ongoing disadvantage — 3 per cent of Australians experienced deep social exclusion for five or more years (between 2001 and 2010) and just under 1 per cent for seven or more years.
People who are more 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. 
Disadvantage has its roots in a complex interplay of factors. Many of these factors, when combined, can have a compounding effect. The probability that any one person will experience disadvantage is influenced by: their personal capabilities and family circumstances; the support they receive; the community where they live (and the opportunities it offers); life events; and the broader economic and social environment. 
A child’s earliest years fundamentally shape their life chances. Gaps in capabilities between children from socioeconomically disadvantaged families and their more advantaged peers appear early in life. Starting school ‘behind the eight ball’ can begin a cycle of disadvantage that sets a trajectory for poorer outcomes later in life.
Education is a foundation capability. It improves a person’s employment prospects and earning capacity, and the evidence points to a relationship between education and better health and raised civic and social engagement. 
Employment is the route out of disadvantage for most people of working age. 
Disadvantage imposes costs on people and families who experience it and on the broader community. Only avoidable costs (reductions in disadvantage that are realistically possible) should be included when estimating the costs of disadvantage. 
Longitudinal data is critical to understanding the dynamics of disadvantage. But people who are most disadvantaged are often not well represented in such studies. Administrative data has the potential to provide new knowledge to inform researchers and policy makers about deep and persistent disadvantage. 
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This paper is about disadvantage in Australia, and in particular, about Australians who experience deep and persistent disadvantage. 
Strong economic growth is a way of increasing living standards and opportunities. Yet despite growing levels of prosperity over the last two decades, and the unemployment rate more than halving, there are concerns within the community that some Australians are being ‘left behind’. 
Headline statistics on Australia’s most disadvantaged people frequently appear in the media, with the number of Australians living below the poverty line being often quoted. But little attention is given to explaining what lies behind these statistics, how much of the story they tell, and the judgments that sit behind them. Poverty, for example, focuses on just one facet of disadvantage and the basis for drawing a line between those living in poverty and those who are not is not always clear. 
Nor is it often explained that many of the headline statistics provide a static picture of disadvantage. But what happens over time matters. For example, people can move in and out of disadvantage relatively quickly — such as when they first enter the workforce — while others can remain disadvantaged for extended periods of time. Following the same people over a number of years is critical to understanding deep and persistent disadvantage. 
Understanding why people become (and remain) disadvantaged, and the consequences of disadvantage, is challenging. Many of the factors are interlinked, and when combined, can have a compounding effect. Measuring the costs of disadvantage, and who bears them, is also far from straightforward. 
A lack of understanding about disadvantage can contribute to misplaced community concerns. It can also be an impediment to good public policy. Sound policy development should be built on an evidence‑based understanding of the nature, depth and persistence of disadvantage and the costs it imposes on individuals and the broader Australian community. Support for people who are disadvantaged and the funding of programs to overcome disadvantage can also involve large amounts of taxpayers’ money.


Against this backdrop, this research paper has sought to find answers to a number of questions, including: 
what does it mean to be disadvantaged?
how many Australians are disadvantaged and who are they? 
what is the depth and persistence of disadvantage in Australia?
where do Australians experiencing disadvantage live?
what factors influence a person’s risk of experiencing disadvantage? 
what are the costs of disadvantage and who bears them? 
What does it mean to be disadvantaged?
What it means to be disadvantaged and how to measure it are challenging and contentious issues. There is no one agreed way to define and measure disadvantage. This is in part because disadvantage involves many aspects of people’s lives and it is influenced by the values and priorities of different societies. 
Researchers and policy analysts adopt a variety of lenses through which to view and understand this complex phenomenon. The approaches complement each other to reflect the multi‑dimensional nature of disadvantage and the experiences of people. 
Income measures and their limitations
Disadvantage was traditionally understood as poverty, and poverty as inadequate resources or low income. But low income, while relatively easy to measure (and used widely), does not necessarily establish disadvantage. The limitations of income as a measure of disadvantage are well-known. It:
is a partial measure taken at a point in time
does not capture a household’s access to other resources (such as their home, any savings or other wealth or support from family and friends) or subsidised goods and services (such as public housing)
does not account for varying needs. A threshold level of income that is minimally adequate for most people could leave some with insufficient resources because of special needs (such as the result of sickness or disability), high work-related expenses (such as childcare or transport costs), or where they live 
fails to capture a range of other circumstances that can contribute to disadvantage, such as poor health or a lack of connections with people. 
The measurement of relative income poverty (box 1), as a proxy for disadvantage, requires the choice of a specific threshold or distance from median income. The specific threshold chosen is somewhat arbitrary. 

	Box 1	Measuring relative income poverty 

	Identifying ‘who’ is living in poverty requires a measure that uses a threshold that separates the disadvantaged from the rest of the population.
The relative income poverty approach considers that people are living in poverty if their income is below a certain percentage of middle‑level (or median) household income. 
The main threshold used by the Organisation for Economic Cooperation and Development (OECD) is 50 per cent of median equivalised household income (that is, household income adjusted for the size and composition of the household). The European Union countries most commonly use a poverty line set at 60 per cent of median income. For this report, a person is said to be in relative income poverty if their household equivalised income is less than 50 per cent of the median household equivalised income.  

	

	


[bookmark: begin]Taking household wealth and consumption, as well as income, into account gives a more accurate picture of a household’s command over financial resources. Examining changes over time provides an understanding of how long people experience income poverty. 
But the test for disadvantage is really about insufficient outcomes. As Sen (2000) argued, while income has an ‘enormous influence’ on lives, it is ‘impoverished lives, and not just depleted wallets’ that matter. 
Some broader concepts with a focus on ‘impoverished lives’
In recognition of the need for a richer conceptualisation of disadvantage, a number of broader concepts have been used — deprivation, capabilities and social exclusion (and inclusion). 
Deprivation
Deprivation can be understood as exclusion from the minimum acceptable standard of living in one’s own society because of inadequate access to necessary items. Deprivation measures look at which essential items, activities and services people do not have, or are not able to access, because they cannot afford them. Social norms, rather than an arbitrary proportion of median income, are used to define an unacceptable standard of living. 
There are a number of concerns about the deprivation approach and the interpretation of results. Some researchers question whether it adds much value over and above income measures. Concerns relate to value judgments required about the choice of deprivation items developed to calculate the degree of deprivation and the weightings placed on different forms of deprivation — the list of items can range from not being able to afford dental treatment and prescribed drugs to not having access to a television. 
Another limitation is that material deprivation measures do not lend themselves well to longitudinal analysis, given that the list of items is a function of society’s expectations and these change over time. Comparisons across countries are also complicated by cultural and other differences that result in different lists of essential items, activities and services.
Notwithstanding these methodological concerns, deprivation measures have been adopted by a number of researchers and policy makers. In Australia, the most substantial surveys of deprivation have been undertaken by the Social Policy Research Centre (SPRC) at the University of New South Wales. 
Capability approach
Amartya Sen has been prominent in identifying a broader approach to understanding disadvantage. He defines poverty in terms of low capabilities and functionings. Sen argues that poverty ensues when individuals lack certain minimum capabilities. Low capabilities can translate into outcomes such as inadequate income or education, poor health, low self‑confidence, or a sense of powerlessness. In analysing wellbeing, Sen argues that the focus should be shifted from ‘the means of living’ to the ‘opportunities a person has’. 
An advantage of this approach is that it shifts the focus from a comparison of outcomes to the right or opportunity to achieve such outcomes. However, as it is an opportunity‑based theory, the concept is not easy to operationalise. 


Sen’s work has shaped the European Union’s Social Inclusion Agenda. It has also been influential in shaping the way in which economic progress is measured internationally, including the Stiglitz-Sen-Fitoussi Commission’s report on the measurement of economic performance and social progress and the OECD’s ‘How’s Life?’ framework for measuring wellbeing and progress. The OECD framework has three pillars — material living conditions, quality of life and sustainability — and includes both objective and subjective measures. 
The Australian Treasury has also developed a wellbeing framework, built on elements of Sen’s capabilities framework, as a descriptive tool to provide context for its public policy advice. 
Social exclusion and inclusion
While there is no generally accepted definition of what constitutes ‘social exclusion’, a common theme is the need to recognise the multi-dimensional nature of disadvantage (box 2). Social exclusion includes more traditional concepts such as income and financial poverty and material deprivation, but it extends to a wider range of life domains with a particular focus on participation and social connections. 

	Box 2	Social exclusion/inclusion — some definitions

	The United Kingdom Social Exclusion Unit (2004): 
Social exclusion is about more than income poverty. It is a shorthand term for what can happen when people or areas face a combination of linked problems such as unemployment, discrimination, poor skills, low incomes, poor housing, high crime, bad health and family breakdown. These problems are linked and mutually reinforcing so that they can create a vicious cycle in people’s lives. (p. 3)
The Australian Social Inclusion Board (2012) defines social inclusion as follows: 
Being socially included means that people have the resources, opportunities and capabilities they need to:
Learn (participate in education and training);
Work (participate in employment, unpaid or voluntary work including family and carer responsibilities);
Engage (connect with people, use local services and participate in local, cultural, civic and recreational activities); and
Have a voice (influence decisions that affect them). (p. 12)

	

	





The multi-dimensional nature of social inclusion (or exclusion) as a concept is one of its strengths but it also poses significant challenges for measurement and evaluation. One approach is to develop a composite index that can be used for comparative headline analysis, but indicators making up the index can move in different directions and a composite index can mask such changes. While this can be overcome by providing a ‘dashboard’ of indicators, this can be confusing and does not make weightings between the various dimensions explicit. 
The weighting of particular questions or domains to calculate a multi-dimensional indicator is a matter of judgment. Different approaches can lead to divergent conclusions about the extent of disadvantage.
The Australian Social Inclusion Board has produced a compendium of social inclusion indicators and a Social Exclusion Monitor (SEM) has been developed by the Melbourne Institute of Applied Economic and Social Research (Melbourne Institute) and the Brotherhood of St Laurence. The SEM draws on data available from the Household Income and Labour Dynamics in Australia (HILDA) survey and covers various life domains such as personal capabilities (education and health), social connections, attachment to the labour market and material resources. 
How many Australians are disadvantaged? 
There is no one over‑arching uncontested estimate of disadvantage. Each measure sheds light on different aspects of disadvantage. The estimates are based on contestable assumptions and thresholds. 
Estimates based on broad proxies of disadvantage, including income poverty, deprivation and social exclusion, show a number of Australians experience disadvantage at some point in their lives:
between 10 and 13 per cent of Australians (or between 2.3 and 2.8 million) were estimated to be income poor (living in households earning below 50 per cent of median household income) in 2010 (PC, SPRC, Melbourne Institute)
17 per cent of adult Australians (2.9 million) were estimated to be experiencing multiple deprivation in 2010 — the main indicator of deprivation being going without dental services due to a lack of affordability (SPRC)
a quarter of Australians aged 15 years plus (4.5 million) experienced some degree of social exclusion in 2010 (SEM). This group included people who were marginally excluded, as well as people who experienced deeper forms of exclusion (box 3).


	Box 3	What is meant by marginal, deep, and very deep exclusion?

	The Social Exclusion Monitor (SEM) captures information on the level of exclusion of Australians aged 15 years and over. Responses to a set of HILDA survey questions are used to construct 29 indicators across seven key life domains (including material resources, employment, education and skills, health and disability, social connection, community and personal safety). A sum‑score approach is used, with responses for each domain assumed to be of equal importance.
For example, the material resources domain has four indicators each worth 0.25. If an individual reported experiencing all four (low income, low net worth, low consumption and financial hardship) they would receive a score of 1. If they only experienced low income they would score 0.25 for that domain. 
With 7 life domains all accorded a value of 1, the highest score an individual can receive is 7 and the lowest 0. A score of 1 or more signifies some level of exclusion. If respondents receive a cumulative score of 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.

	Sources: Azpitarte (2012b); Scutella, Wilkins and Kostenko (2009).

	

	


What is the depth and persistence of disadvantage in Australia?
A much smaller proportion of Australians are estimated to be experiencing deeper or multiple forms of disadvantage:
just over 3 per cent of Australians (670 000) experienced a combination of low income, low consumption and low net wealth in 2007 (Headey, Krause and Wagner 2007)
just under 5 per cent of those aged 15 years plus (860 000) experienced deep social exclusion and nearly 1 per cent (145 000) very deep social exclusion in 2010 (SEM). 
It is also important to look at the dynamics of disadvantage
Many people move in and out of disadvantage. The highly dynamic nature of disadvantage 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 (Melbourne Institute 2013). 
But the risk of a person remaining in disadvantage increases with its duration. For example, the likelihood of an Australian exiting income poverty who had experienced poverty for six or more years (in the previous nine years) is around two thirds less than someone who had experienced income poverty for one or two years (Melbourne Institute 2013).
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 much smaller numbers experience persistent poverty. Similarly a smaller share experience persistent deep social exclusion. Between 2001 and 2010:
almost 10 per cent of Australians experienced relative income poverty for at least five years, 5 per cent for seven or more years and just over 1 per cent for all nine years (Melbourne Institute 2013)
just under 3 per cent of Australians aged 15 years plus experienced deep social exclusion for five or more years and under 1 per cent for seven years or more (SEM). 
Trends in disadvantage 
Sustained economic growth between 2001 and 2010 had little impact on the estimated proportion of Australians who were experiencing relative income poverty — which ranged between 12 and 14 per cent over the period (figure 1). The relative income poverty rate for Australia did not fall because households with median incomes experienced slightly higher annual income growth than households at the bottom of the income distribution. 
This outcome masks the extent of growth in real incomes for those at the bottom of the income distribution in Australia. OECD data show real household income for the bottom decile (or bottom 10 per cent) 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 and six times the growth rate for the bottom decile in the United States. 
Changes in absolute poverty gives a sense of the change in the proportion of Australians who would fall below a poverty line that has its real value held constant over time rather than having it adjusted for changes in average incomes (as is the case for relative income poverty estimates). Taking 2001 as the base year, the absolute poverty rate more than halved over the period 2001 to 2010 — from just over 13 per cent to just under 6 per cent (figure 1). 
Figure 1	Trends in income poverty and social exclusion, 2001 to 2010
	
	


Data source: Melbourne Institute of Applied Economic and Social Research (2013); Azpitarte (2012b).
The rate of social exclusion, which is more of an absolute than a relative measure, declined over the period 2001 to 2010 (figure 1). The proportion of adult Australians experiencing deep exclusion fell from a little over 7 per cent in 2001 to just under 5 per cent in 2010. 
The proportion of adult Australians experiencing very deep exclusion remained relatively stable over the period at around 1 per cent (figure 1). This relative stability suggests that economic and employment growth is not sufficient to improve the position of those Australians who have the most complex needs. 
Who is at greatest risk of experiencing deep and persistent disadvantage?
People at highest risk of experiencing deeper or multiple forms of disadvantage include those who are dependent on income support, unemployed people, Indigenous Australians, people with a long-term health condition or disability, lone parents and people with low educational attainment (table 1). 
Public housing tenants have high rates of deep and persistent social exclusion. A high proportion of public housing tenants are dependent on income support, many are lone parents, and a large proportion have low educational attainment or a long‑term illness or disability.

Table 1	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
	% rate
	% rate
	% rate

	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 Australians 
	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 attainment
	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


n.a. – not available or sample size was 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).
Single older Australians have higher than average rates of relative income poverty (particularly when it is not adjusted for housing costs) but have lower than average rates of multiple deprivation. Many older Australians have low incomes but have wealth that they can draw on in retirement. 
Migrants from a non‑English speaking background have similar prevalence rates of deep and persistent social exclusion as the average for all Australians, but have a slightly higher income poverty rate. While Indigenous Australians have high rates of deep and persistent social exclusion (more than twice the average prevalence rate), they account for just 5 per cent of all those who are deeply and persistently disadvantaged.
Just over 60 per cent of Australians experiencing relative income poverty are dependent on income support as their main form of income, a quarter are lone parents, just over a quarter are migrants from countries where the main language spoken is not English, and 15 per cent are aged over 65 years. Many people have a combination of these characteristics. 
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. Almost 45 per cent are aged 60 years or over. 
Where do Australians experiencing disadvantage live?
Studies on regional dimensions of disadvantage are made more difficult because of heterogeneity — where disadvantaged people are co‑located with people who are more affluent. The latest available evidence shows that: 
deprivation is highest in large towns and rural areas and lowest in the inner city. Residents of rural areas report the highest rates of service exclusion — particularly in relation to medical and dental services, access to child care services and financial services. Residents of the inner city report higher rates of exclusion from aged care and disability support services compared with residents in other locations
the highest prevalence of persistent and deep exclusion is recorded by Australians living in outer regional areas, followed by those in inner regional areas and major cities
Australians residing in more disadvantaged areas experience much higher rates of chronic disease and mental health problems and the most disadvantaged regions are characterised by higher rates of unemployment, people dependent on income support and children living in jobless families. 
What factors influence a person’s risk of experiencing disadvantage?
Understanding how and why people become disadvantaged is complex. And, while there is a large body of research describing the causes and consequences of particular forms of disadvantage, the majority of the evidence relies on cross‑sectional data rather than longitudinal studies of individual life‑courses.
There are many factors that influence a person’s life chances of experiencing disadvantage including: their personal capabilities; their family circumstances; the community where they live (and the opportunities it offers); life experiences; and the broader economic and social environment. It is difficult to disentangle how the various factors interact and to establish causality. 
Figure 2 provides a framework for linking these various factors to a person’s capabilities and opportunities and their ability to be resilient in the face of adverse life events. 
Figure 2	Factors influencing life chances of experiencing disadvantage 
	


The evidence points to there being critical times for building capabilities for life:
the early years — these lay the foundation for children’s future learning and lifetime outcomes, including the ability to form trusting and caring relationships
the school years — success at school is a key determinant of whether children go on to further education and training and employment
beyond compulsory schooling and the transition between education and work.
The lottery of life 
A child starts life with a set of personal resources or endowments — at conception they are dealt a hand of cards (by genetic heritage and maternal health). The evidence points to the importance of the antenatal period for shaping future development pathways for children. 
While inherited genes influence their development, the quality of family environments, and the availability of appropriate experiences at various stages of development, are crucial for building capabilities. While most families provide the support children require to build the capabilities they need for life, families dealing with problems such as poverty, mental health, substance abuse and domestic violence are under greater stress and may be less able to provide an environment conducive to nurturing children and promoting learning. 
Children who experience abuse or neglect and persistent stress in their early years are more likely to experience ongoing behavioural and learning problems, engage in violent behaviour and substance abuse and suffer poor mental and physical health.
Gaps in children’s development are evident early in life 
Gaps in capabilities between children from socioeconomically disadvantaged families and their more advantaged peers appear early in life. For example:
development scores for 4‑5 year old Australian children show that the more income a family has, the better the average overall development score. Also, children in this age group living in families experiencing multiple hardships are more likely to have lower development scores than those children living in families free from financial hardship
the employment status of a child’s parents is strongly correlated with a child’s development at ages 4‑5 years — the average overall development scores for children with no parent working are lower than those with at least one parent working
children who speak another language at home, have a long-term medical condition or disability, or are Indigenous, generally perform more poorly on average development scores than 4‑5 year old children who do not have these characteristics (Gong, McNamara and Cassells 2011, using data from the Longitudinal Study of Australian Children). 
Childcare settings and the health and community care system can be influential in shaping children’s development and helping them realise their potential for future learning. This is particularly so when the family environment is not providing an engaging supportive environment. Early childhood settings can also provide models of positive adult‑child interactions and social networks for families.
Starting school ‘behind the eight ball’ can be the beginning of a cycle of disadvantage for children that sets a trajectory for poorer outcomes later in life (figure 3). Because learning is a dynamic process, early learning sets the conditions for the next stage of learning. If a child is not ‘school ready’ this can lead to disengagement in learning, which can lead to behavioural problems and poor educational achievement. 
Figure 3	The cycle of disadvantage can start early in life
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Source: Based on Smith Family (2010).
Results from trials and programs show that good quality early childhood education, particularly for children from socioeconomically disadvantaged backgrounds, can contribute significantly to giving them a strong start to a good education and success in school. For example, early intervention programs for children from disadvantaged backgrounds conducted in the United States, including the High‑Scope Perry Preschool Program and the Abecedarian Project, show a positive and long‑term effect of early environmental enrichment on school achievement, employment outcomes and social behaviours. 
Education and life chances
There is strong evidence to show that education is the key to improving life chances. Education not only provides skills and the capacity to learn, it improves a person’s employment prospects and earning capacity. The evidence also points to a relationship between education and better health and social cohesion and reduced crime. In contrast, poor educational achievement increases the probability of poorer employment prospects, lower lifetime earnings and reduced ability to participate in society (figure 3). 
The weaker average performance of children from low socioeconomic backgrounds, evident when they start school, continues throughout the school years. There is also evidence that the gap widens as children get older (figure 4).
[bookmark: FigureTitle]Figure 4	Outcomes for Australian children aged 2‑3 to 10‑11 year olds by socioeconomic positionab 
		
	





a MeanPedsQL scores — Pediatric Quality of Life inventory or model which measures the extent of physical, emotional, social and school functioning of children. b Socioeconomic position (SEP) — ranging from 1 (the lowest decile) to 10 (the highest decile).
Data source: data provided by Australian Institute of Family Studies, based on LSAC, Waves 1, 2, 3 and 4.
Children from low socioeconomic backgrounds (as well as Indigenous children, those not proficient in English and those living in remote communities) perform more poorly at school, on average, than those from higher socioeconomic groups. Also, the probability of leaving school early is higher for these groups and the probability of attending university is lower. 
Some of the explanations for differences in educational attainment between children of low and high socioeconomic backgrounds include: 
parents’ cognitive abilities and inherited genes 
differences in the home learning environment — access to books, computers, space to study 
differences in the quantity and quality of parental time investments 
parental aspirations and attitudes to education — the evidence suggests that these characteristics vary strongly with socioeconomic position
the operation of schools and neighbourhood effects — schools with a higher proportion of disadvantaged students are more likely to be dealing with economic and social problems that inhibit learning.
Evidence on why some disadvantaged children ‘buck the trend’ to succeed in later life suggests that the level of parental interest and parent’s behaviour are important. Children with a higher probability of succeeding in later life are also more likely to have higher test scores earlier in school life and attend schools with higher achieving or more advantaged peers.
There is also some evidence which suggests that what distinguishes high risk children from other children is not exposure to a specific risk factor, but rather a life history characterised by multiple familial disadvantages that span social and economic disadvantage. But, importantly, the relationship is not deterministic. 
Beyond school 
The capabilities that students leave school with affects their transition to higher education and work. These differences can widen over time as better educated students take up further study and/or enter the workforce (and continue to develop skills). Spells of unemployment or joblessness when people are young (particularly if for extended periods), carry the risk of lasting effects on earnings and employment — particularly if the person also has other characteristics that place them at risk of disadvantage.
Australians without post‑school qualifications, or with Certificates I and II, are more likely to be unemployed or not in the labour force compared to those with higher qualifications. Early school leavers experience social exclusion at three times the rate of those who complete Year 12 (Azpitarte 2012b).
Early school leavers are also likely to have lower paid jobs than those with Year 12 and higher education.
Education and intergenerational mobility
Access to and participation in higher education can increase life opportunities, particularly for children from low socioeconomic backgrounds, but the evidence shows that educational differences tend to persist across generations. 
Students whose both parents/guardians have Year 12 qualifications are more likely to complete year 12 than those with one or neither parent/guardian having attained Year 12. 
University access rates for students from low socioeconomic backgrounds are less than half those for students from high socioeconomic backgrounds.
A person whose father has achieved a university degree is more than twice as likely to go on to university than a person whose father only obtained Year 10 or below (figure 5).
There is also evidence to show that there is some intergenerational transmission of income (whereby a son’s earnings reflect his father’s earnings). 
Figure 5	Highest educational attainment of Australians aged 30-44 years, by highest educational attainment of father
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Data source: Cassells et al. (2011), based on HILDA.
The importance of employment
People’s material standard of living is largely determined by their access to economic resources (income and wealth). Unemployment and joblessness more generally denies people access to an important income stream, reduces social status, and constrains engagement in meaningful activities. The evidence suggests that job loss is a key trigger of disadvantage. 
People who are out of work for long periods of time are at greater risk of experiencing economic hardship, including reduced capacity to cover housing costs, and, at the extreme, are at risk of homelessness. In the absence of affordable housing it can be difficult for a person to find and hold down a job or engage in education or become part of the local community. Housing instability and homelessness can also mean that children frequently move between schools or miss out on some schooling.
Employment is a key trigger for moving out of disadvantage. Less than 4 per cent of Australians employed full-time and 5 per cent of Australians who were reliant on wages as their primary income source experienced relative income poverty in 2010. In contrast, almost two thirds of unemployed Australians experienced relative income poverty (table 1). 
International evidence shows that the majority of poverty spells end when the household head’s earnings increase. Importantly, economic growth and a strong macro environment translates into increased employment opportunities and incomes. 
But while finding paid employment can provide a route out of a state of disadvantage for many Australians, it does not guarantee an absence of recurrent disadvantage. Many less educated and low skilled people are engaged in temporary or casual work. Casual workers are less likely to have regular hours of work and as a consequence are more likely to experience variable earnings.
HILDA Survey data show that living in a job-poor household (where aggregate hours worked in a household are less than 35 hours per week) is experienced by more Australians, and is more likely to be long term, than joblessness (Melbourne Institute 2012b). 
It is also important to recognise the limitations that some people face in relation to participating in paid work. People with poor health and disabilities can have more limited opportunities to engage in education, paid work and life in their local community. Others can face personal barriers (such as caring responsibilities or addictions). 
Life events 
As discussed earlier, people with long-term health conditions are more likely to experience deep and persistent disadvantage. Equally, disadvantage can lead to poor health. The evidence shows a positive relationship between socioeconomic status and one’s health. Household income, level of education, household employment, housing tenure, and social connectedness all have a bearing on health (Brown and Nepal 2010). 
The onset of poor health, or an accident or illness which results in disability, can happen to anyone, regardless of education, employment or wealth. Such events can be a trigger for disadvantage. The relative risk of disadvantage for this group is largely the result of the fact that people with poor health or disability (and their carers) are less likely to participate in the labour market (so have reduced income) and often have higher needs associated with their health conditions (medication, equipment or aids, specialised housing). 
Events such as relationship and family breakdowns or the death of a partner can also trigger disadvantage (conversely, the formation of a relationship can be a pathway out of disadvantage). This is particularly the case when a key source of income is lost. Relationship and family breakdowns are the leading trigger for the first instance of homelessness. Young people seeking assistance from specialist homelessness services commonly cite family breakdown and family violence as reasons for seeking help.
Lone parents have high rates of joblessness. Based on HILDA data, almost a half of all children in lone‑parent households were in jobless households for three or more years and around a third for more five or more years over the period 2001 to 2009 (Melbourne Institute 2012b).
But beyond the obvious issue of financial resources, further research is needed to examine why some individuals and families are resilient, while others are vulnerable. 
What are the costs of disadvantage and who bears them? 
Disadvantage imposes costs on the people who experience it, those close to them, and the broader community. The cost of disadvantage, however, is a difficult concept to define. It is also hard to estimate. While most people have a view of what is an ‘acceptable’ level of disadvantage (or ‘minimally tolerable life’), there is no consensus on what this is. Also, it is not realistic to assume that the costs of disadvantage can be reduced to zero. Many of the factors contributing to disadvantage, such as poor health, remain to some extent even with effective policies in place. 
The cost of disadvantage should be defined in terms of avoidable costs — that is, the difference between actual and potential outcomes — a realistic counterfactual. Other steps in estimating costs include assigning values to the gap between actual outcomes and potential outcomes over time (figure 6). 
[bookmark: OLE_LINK3]Figure 6	Steps in estimating the avoidable costs of disadvantage
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Categorising the outcomes of current or past disadvantage into those that impact on material living standards (economic costs) and those that impact on quality of life (social costs) is a useful approach to avoid double counting (figure 7). 
[bookmark: OLE_LINK10]Figure 7	One way of categorising the costs of disadvantageab
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a QoL – quality of life. b SoL – material standard of living. 
Costs of lower material living standards 
The economic costs of lower material living standards can be measured in terms of the opportunity costs of foregone employment income and expenditure on ‘regrettables’ (expenses that in the absence of avoidable disadvantage would not be preferred).
Foregone employment income can be due to lower labour force participation, higher un/underemployment and lower productivity (through lower human capital). There may also be dynamic effects to the extent that lower income and/or employment feed through to lower investment in (and generally a degradation of) human capital and physical capital over time. 
The economic cost of foregone employment income falls predominantly on those people experiencing the disadvantage, although it is partly offset by transfers (a regrettable cost for those in the broader community). 
But there are also economic ‘spillovers’ — lower economic production (Gross Domestic Product (GDP)) to the extent to which disadvantage impacts on other workers’ productivity and investment over time. In terms of measuring the overall effect of disadvantage on GDP, foregone employment income can be estimated, but economic spillovers are more difficult to measure. 
Regrettables affect the allocation of expenditure more than the overall level of economic activity. For example, transfer payments, which are a significant component of regrettable expenditure, substitute the forgone consumption (and savings) of those paying taxes with that of those who receive the transfers.  There is, however, a deadweight loss associated with raising tax revenue. This deadweight loss aside, the cost of regrettable expenditure is the lost opportunity for taxpayers to purchase a more preferred set of goods and services.
Not all public expenditure, notably that which prevents disadvantage (such as early intervention programs in education and health), should be regarded as a regrettable. In general, estimates of regrettables should be limited to those expenditures that could have been avoided if disadvantage had been prevented or reduced. 
In making the case for investments to prevent disadvantage, however, the cost of achieving such a reduction needs to be compared to the benefits (measured as a reduction in the costs of disadvantage).
The fiscal cost of disadvantage largely depends on the level of public expenditure that addresses the consequences of the avoidable disadvantage, such as some public health, justice and welfare services. (It also depends on taxes that would have been levied on foregone employment income and economic spillovers). The fiscal cost of disadvantage is a subset of the economic costs, and care is needed not to double count such costs.
Costs from lower quality of life 
Measuring the social costs from a lower quality of life is more challenging than measuring the economic costs. Many of these costs reflect personal values and expectations (and values can change as people adjust to their situation). 
Measures of subjective wellbeing are increasingly being used to estimate these costs. Lower life satisfaction can be the result of outcomes such as lower engagement in work and other meaningful activities, poorer health, poorer relationships and less control over personal circumstances. These outcomes are more likely for people who are currently experiencing disadvantage (indeed they may be the source of the disadvantage), and for people who have experienced severe disadvantage in the past. A number of studies find that people experiencing these types of outcomes have significantly lower levels of life satisfaction or happiness.
For the broader community the social costs are likely to be lower, but there can still be ‘spillover’ social effects. These result, for example, if disadvantage erodes social capital, if it affects the qualities of the neighbourhood in which people live, or other outcomes such as people’s perceptions of safety. To the extent to which the majority of the community prefer lower levels of disadvantage this can impose a social cost.
Estimates of the overall costs of disadvantage have very limited use (even if costs could be estimated with any confidence). What matters for policy is the extent to which policies can reduce these costs, relative to the cost of the policy.
Missing pieces of the puzzle 
Knowledge about disadvantage in Australia is thin in a number of areas. 
Longitudinal data is critical to understanding the dynamics and causality of disadvantage. But good data which follows people through the course of their lifetime and across generations takes a considerable time to amass. Longitudinal surveys are expensive to conduct. There are limited longitudinal data bases in Australia and those that do exist have only been operating for a relatively short period of time. 
Also, the most disadvantaged people are often not well represented in longitudinal studies. Some of the most vulnerable groups are excluded from such studies (such as the homeless). Others are less likely to participate in longitudinal studies (for example, people with disabilities) and, if participating, are among the most likely to drop out of such a sample over time (such as the unemployed). 
The small sample sizes in most longitudinal collections, together with the small share of the population who experience deep and persistent disadvantage, means relatively few observations are available for analysis. This has important implications for the level of robustness of the inferences that can be drawn. Oversampling such groups is one option. Another is to conduct specialised surveys of ‘at risk’ groups. 
Also, while it is known that resilience is important for breaking cycles of disadvantage, not much is known about the personal characteristics that make some people more driven to succeed and less likely to be knocked over by particular experiences. This necessitates not just datasets with details of people who are identified as disadvantaged, but those who, despite their risk factors, do not become disadvantaged. Insights into resilience (and its relative importance) could also come from longitudinal qualitative research as it is ‘not bounded by predetermined questions’.
Administrative data are significant potential data sources. And while such datasets typically do not provide information on experiences of people once they no longer access particular government services, some benefits are accessed by families over a long period. Linking of administrative datasets also offers the potential to track people over longer periods of time. 
In addition, while the data collected are largely limited to administrative needs, the addition of a small number of new data items, or linking to Census and survey data, offers considerable potential for expanding the usefulness of administrative data.
Privacy policies by necessity limit data accessibility, but the ability to confidentialise data, and apply confidentiality at the output rather than the input stage of analysis, has been expanding. This greatly enhances the scope to utilise administrative data to evaluate the effectiveness of policies and programs in preventing disadvantage or reducing the costs it imposes.
The integration of administrative data with other data sources has the potential to provide new insights to inform researchers and policy makers about deep and persistent disadvantage.
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