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Forewords

Professor the Hon. Stephen Martin,
Chief Executive, CEDA

Poverty and disadvantage are experienced by many people
at some point throughout their lives, but the issue of
entrenched disadvantage has not had the focus it deserves.
This publication seeks to redress that.

Entrenched disadvantage impacts all aspects of society.
While for individuals the ramifications can be severe, there
are much broader societal and economic consequences,
including the impact on government budgets and lower workforce participation
leading to lost growth potential for the country as a whole.

It is estimated that four to six per cent of our society experience chronic or per-
sistent disadvantage — that is one to 1.5 million people. Given that Australia has
been such a prosperous nation over the last two decades, this is a significant
number of people who have not shared the benefits.

While there is much media attention on the need to rein in welfare payments such
as disability and unemployment benefits, the contribution to welfare payments as
a share of GDP in Australia is relatively low compared with other OECD countries.

In addition, the distribution of welfare payments has been well targeted — about
42 per cent of social benefits go to the lowest 20 per cent of households — com-
pared with the OECD average of around 20 per cent.

What seem to be missing are more targeted early intervention programs that can
break the cycle of poverty.

ADDRESSING ENTRENCHED DISADVANTAGE IN AUSTRALIA
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This policy perspective examines three key areas that need this focus: educa-
tion gaps, Indigenous disadvantage and mental health. These have been selected
because they highlight significant characteristics of those at risk of chronic
poverty and disadvantage.

Education gaps are important to tackle because often entrenched disadvantage
starts early in life and early intervention can change that cycle.

About 30 per cent, the largest group, of those receiving the disability support
pension are people living with mental health conditions. Policies that back early
intervention and support, and improved access to services and community-
based care could make a significant difference to this group of people and to the
contribution they can make to society more broadly.

Indigenous disadvantage should not be an issue in the 21st century but unfortu-
nately has been the focus of many iterations of policy. We need policies that focus
on collaboration with communities and that are customisable to local needs, while
also being carefully targeted and evaluated.

Balancing hand-outs is difficult. It is unlikely that any country can wholly eliminate
poverty and disadvantage. However, Australia most definitely can and must do
better.

Some progress has been made but we are a prosperous nation and given the last
two decades of economic expansion, the improvements in tackling entrenched
disadvantage should have been far greater.

Unfortunately given government fiscal tightening and some policies currently
being proposed, it is likely we will see political expediency replace good public
policy. That is why it is vital this issue be on the national agenda now.

| would like to thank the six contributing authors and the CEDA Advisory Group
for their quality contributions and oversight of this project.

| would also like to thank publication sponsor, ACIL Allen Consulting. Additional
support from CEDA members such as this ensures CEDA can keep focusing on
economic and social issues of national importance.



ACIL Allen Consulting commends CEDA for identifying
entrenched disadvantage as a key national issue and for
commissioning this report. It is an issue that has required
serious consideration in many of our reviews for government
and non-government agencies over recent years.

The Australian economy is currently experiencing numerous
challenges leading to constraints on budget expenditure. It could be argued that
times are tough. However, this situation follows more than two decades of eco-
nomic growth, during which time some groups in our community continued to
experience significant disadvantage.

Governments of all persuasions at all levels, universities, community service
organisations, their business partners and advisers constantly wrestle with
providing a balance of incentives and supports to reduce inequalities for our vul-
nerable populations in a manner that is financially sustainable. Much effort has
been expended developing and implementing strong economic and social poli-
cies to this end.

It is clear that something needs to change if we are to address entrenched disad-
vantage more effectively. This report provides important information to enhance
the efforts to do so. The report helps us better understand the nature of the
problem, providing insights into:

e The importance of early intervention;

e The importance of local and customised input into design of services, particu-
larly for Aboriginal and Torres Strait Islander Australians; and

e The need for life-course strategies to support people at various times in their
lives.

More work and better data are required, and ACIL Allen Consulting is taking steps
to extend the dialogue with leaders in business, governments and the commu-
nity sector, and to identify concrete actions that build on the evidence provided
through reports like this to address entrenched disadvantage. Our Health and
Human Services practice directors, Pam Muth and Annabel Brebner, are under-
taking the collection of additional data and targeted analysis to help inform future
decision-making in this area.

And we should address it. Not only for the compelling economic reasons, but
because as a civil society and as a ‘rich’ country, it is not acceptable that some
groups of people are consistently and persistently unable to participate in, con-
tribute to, and benefit from this wealth.



Executive summary

Entrenched disadvantage is a wicked problem for any society. Disadvantage
of one form or another will always be with us, but when disadvantage is
entrenched, some Australians are not able to play their full part in our economy
and society.

An estimated four to six per cent of our society experiences chronic or persistent
poverty or deprivation. This represents both a tragedy for the individuals con-
cerned and a loss of economic potential for the nation.

While we have policies in place or in development to address disadvantage, it is
not clear that we have recognised the need to address the deeper problem of
long-term, persistent and chronic disadvantage. As a rich and successful society,
we can clearly do better — others do.

Two aspects of entrenched disadvantage are clear:

® The problem is both significant and complex; and

e Current policies to remove entrenchment are not working.

The people who find it hardest to escape from disadvantage appear to fall into six
main categories:

1. Older people;

2. Less-educated people;

3. Households with no employed members;
4. Particular geographic areas;

5. Indigenous Australians; and

6. Those with chronic health problems.

Current policies are mainly designed to get people into, or back into, the labour
market. While this is an appropriate objective, there are people in our society who
need targeted and/or additional help to prepare themselves for ongoing employ-
ment. It is difficult to get or hold a job if you do not have anywhere to sleep or

ADDRESSING ENTRENCHED DISADVANTAGE IN AUSTRALIA
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have ongoing health problems. It is hardly surprising then that disadvantage is
cumulative: The longer a person spends with significant disadvantage, the
more likely he or she is to be stuck there. Children who grow up in a home with
entrenched disadvantage are also more likely to face the same problem.

As a starting point, we need to recognise that addressing entrenched disadvan-
tage involves working to lessen disadvantage and working to make sure it does
not become entrenched.

To address entrenched disadvantage, the Government should:

* Recognise that the disparate factors influencing and driving entrenchment of
disadvantage require a suite of policies to address the problem, some direct
and some intermediated by non-government organisations and similar bodies;

e Recognise that people who experience entrenched disadvantage are likely to
need help to establish a stable domestic base before they can transition suc-
cessfully into employment;

e Develop life-course or long-term policies to minimise the risk of disadvantage
becoming entrenched in high-risk individuals, for example, through early inter-
vention policies to address the problem before it happens or early in the onset of
disadvantage, particularly for children at risk of intergenerational disadvantage;

e |mprove effectiveness of programs by subjecting all programs and policies
designed to address disadvantage to follow-up evaluation to ensure sustained
improvement in individuals, and ensuring that evaluation processes are suffi-
cient and transparent; and

e Place a focus in the development of good longitudinal data (for example,
through the use of administration data held by government departments) and
more in-depth research to understand the dynamics (for example, length, risk
of re-entry and existence of intergenerational disadvantage) of disadvantage.

These recommendations should be applicable to all policies, regardless what
aspect of disadvantage is being addressed.

Further recommendations address three particular aspects of disadvantage
explored in this policy perspective:

To improve educational attainment with the aim of improving workforce participa-
tion and reducing the risk of disadvantage, the Government should:

e Develop policies that address the main drivers of poor education attainment
rather than focus on one driver (typically, school attendance rates); and

e Address the intergenerational nature (when it exists) of educational disadvan-
tage by ensuring policies are targeted at both parents and children.



For policies addressing Indigenous disadvantage to be effective, they should:

e Be set in collaboration with communities and customisable to the local needs
and context;

¢ Not impinge on a person’s independence and autonomy, and if such policies
(for example, income management) are unavoidable, they should be on opt-in
and voluntary basis, carefully targeted and evaluated; and

e Address labour market discrimination issues such as unconscious bias.

For mental health policies to be effective in improving the livelihood and ability of
people living with mental iliness to participate in the workforce, they should:

e Focus on the provision of community-based care and early intervention pro-
grams to minimise hospital admissions and re-admissions whenever possible,
including by supporting the housing arrangements of those living with mental
illness;

¢ Improve access to health services, including through the use of technology; and

¢ Enhance the capability of the mental health workforce, including better mental
health content in degrees, accreditation and a larger peer support workforce.

This report explores issues associated with entrenched disadvantage in Australia
from experts in the field.

In Poverty and social disadvantage: Measurement, evidence and action,
Professor Peter Saunders explores social disadvantage in Australia through the
poverty line and deprivation approaches. He finds that deprivation is highest
among sole parent households, with deprivation more pronounced in items that
provide protection against future risks related to poor health and unforeseen cir-
cumstances (for example, dental treatment or emergency funds). He also finds
that only about 40 per cent of those below the poverty line are disadvantaged
based on the deprivation approach. He discusses implications for policy, includ-
ing options for tackling long-term unemployment and housing issues.

In Persistent disadvantage: A duration analysis based on HILDA data, Dr
Francisco Azpitarte and Dr Eve Bodsworth explore the dynamics of disadvantage
using the Household Income and Labour Dynamics (HILDA) Survey. They find
evidence of the persistence of poverty and risk of chronic poverty. They also find
that those who are most at risk of long-term disadvantage or of falling back into
poverty are older people, less-educated people, jobless households, people with
low socioeconomic status, Indigenous Australians and those with chronic health



problems. They conclude that further data of and research in the dynamics of
disadvantage are required to inform better policies.

In Early intervention: The key to preventing entrenched disadvantage, Anne
Hampshire discusses a successful early intervention program pursued by The
Smith Family to help break the cycle of disadvantage. Learning for Life is a
scholarship program of early intervention aiming to support children to achieve
educationally and then to transition successfully to post-school work or further
education. She discusses the program’s success, which is underpinned by parent
engagement, and concludes that to be effective, early intervention approaches
should be sustained across the various stages of a young person’s development
and take into account the numerous drivers of disadvantage.

In Entrenched disadvantage in Indigenous communities, Dr Nicholas Biddle dis-
cusses the level and cost of Indigenous disadvantage and finds that Indigenous
Australians are more likely to live in low-income households, more likely to be
unemployed and more likely to remain unemployed than non-Indigenous
Australians. He suggests that education, location, discrimination, health, dis-
ability, labour market discrimination and social norms all play a role in explaining
disadvantage, and finds there is evidence of intergenerational disadvantage when
it comes to education in particular. He concludes that the problem is complex
and as a result, requires careful policy responses with a long-term perspective.

In Living with mental illness, Professor Lorna Moxham discusses the challenges
facing those living with mental illness and finds that people with mental illness
are among the most excluded in society, receive inadequate income, suffer from
poor health and premature mortality, have low self-confidence and feel power-
less. She explains that while governments have been trying to address the issue
for decades, there is room for improvement in policies, particularly in the following
areas: utilisation of mental health services, mental health and peer support work-
force, early intervention programs, mental health language, sense of purpose and
access to mental health services.

CEDA wishes to acknowledge the input and expert advice from the CEDA
Advisory Group in the development of this policy perspective.

The CEDA Advisory Group consisted of:

e Dr Cassandra Goldie, CEO, Australian Council of Social Service

e Professor Peter Whiteford, Crawford School of Public Policy, Australian National
University

e Allison McClelland, Commissioner, Productivity Commission

These distinguished experts provided guidance in the creation of the report and
input into the final recommendations. However, the final report is entirely the
responsibility of CEDA and of the individual authors.
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CEDA overview

oaran-Jane Derby

CEDA SENIOR ECONOMIST

Australia is a prosperous nation, one of the richest in the world. The economy
performed admirably during and after the Global Financial Crisis, and despite
some headwinds ahead and concerns around the end of the mining invest-
ment boom, 2015 is expected to mark the 24th consecutive year of economic
growth. However, the success of our economy has not translated well to
moving people out of poverty and disadvantage.

This study focuses on the segments of the population for whom life in Australia
is not as prosperous as we would expect. In particular, it looks at long-term, per-
sistent and chronic disadvantage (entrenched disadvantage). Addressing such
entrenched disadvantage would improve the lives of many Australians and lead to
a more prosperous nation as a consequence of increased workforce participation
and greater social cohesion.

ADDRESSING ENTRENCHED DISADVANTAGE IN AUSTRALIA
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Australia has a well-targeted tax and transfer system. As a result of strict income
testing, Australia achieves redistribution while keeping the overall cost to the
taxpayer relatively low. The system is also progressive: About 42 per cent (com-
pared with an Organisation for Economic Co-operation and Development [OECD]
average of 20.1 per cent) of social benefits goes to the lowest 20 per cent of
households in Australia while the highest 20 per cent of households receive just
3.8 per cent of benefits (OECD average: 20.3 per cent).! Public social spend-
ing (including services such as health and welfare transfers like the Newstart
Allowance) in Australia is about 19 per cent, significantly lower than the OECD
average of 22 per cent.?

The current welfare systemm addresses disadvantage through two main
approaches:

1. Paolicies aimed at improving workforce participation; and
2. Transfers to those who are not in the workforce.

Nevertheless, there are clear problems with the welfare system’s effectiveness in
dealing with entrenched disadvantage. As an example, children who grow up in
a home with entrenched disadvantage are more likely to graduate to a lifetime of
disadvantage. In effect, they are likely to inherit

disadvantage.

The scale of the risk is apparent from the fact
there were some 530,000 children living in
jobless households in 2012.% In the absence of
policy changes, the future does not bode well
for many of these children.

There is some recognition in government that

something needs to be done. The recently

released McClure Review into the welfare

system focused on employment outcomes, but it also recognised the need for
targeted investment in individuals and groups deemed to have the largest lifetime
risk of disadvantage.* It is in all of our interests that all Australians are productive
members of the community, and labour market policies are important for this.
However, policies must recognise that some individuals need more support than
others, including establishing a stable living platform, mainly around housing and
health, to participate effectively.
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Understanding and measuring disadvantage is crucial for setting public policy.
Identifying drivers of disadvantage, the length and experience of those who are
disadvantaged, and whether disadvantage is intergenerational, are all steps
towards informing better policy.

The starting point in understanding disadvantage is to begin with a poverty line to
measure the pool of people who might be disadvantaged. Such poverty lines are
often set at 50 or 60 per cent of the median household income.

Low income, in itself, however, does not automatically imply that disadvantage
is present. It is possible, for example, that some people who have low incomes
are simply moving between jobs and are not disadvantaged in any meaningful
way. We then need to look at indicators other than income to decide who is actu-
ally disadvantaged. By and large, the disadvantaged are a subset of those living
below the income poverty line, and the entrenched disadvantaged a subset of the
disadvantaged.

There are many ways to measure and define disadvantage, including the poverty
line, the deprivation and the social exclusion approaches. Each method has its
own shortcomings and strengths,® with this study focusing on the deprivation
and social exclusion approaches, as they are more representative of experienced
disadvantage.

Using the 50 per cent of median income poverty line approach, and after taking
into account housing costs, the Australian Council of Social Service (ACOSS)
found that the threshold for poverty in 2011-12 was a disposable income of less
than $400 per week for a single adult and $841 for a couple with two children.
This implies that 13.9 per cent of the population (or 2.55 million Australians) had
an income below that necessary to acquire a socially accepted standard of living.®

An alternative to using poverty lines is to attempt to describe whether households
have access to goods and services deemed necessary as defined by a survey of
community attitudes (the deprivation approach). An example is the Social Policy
Research Centre (SPRC) surveys conducted in 2006 and 2010 using a list of 25
items identified as essential for all Australians.”

In Chapter 1 of this report, Professor Peter Saunders finds that deprivation (using
the SPRC surveys) is highest among sole-parent households, and deprivation
was pronounced in items that provide protection against future risks related to
poor health and unforeseen circumstances (for example, dental treatment or
emergency funds). He also finds that only about 40 per cent of those below the
poverty line are considered deprived.
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A third methodology, the social exclusion/inclusion approach, is generally seen
as multidimensional, with concepts based on the capability® and deprivation
approaches. It captures social inclusion as having the resources; having oppor-
tunities and capabilities to work, learn and engage; and having a voice in society.®

One such example is the Social Exclusion Monitor (SEM) by the Melbourne
Institute and the Brotherhood of St Laurence.'® The SEM captures social exclu-
sion through 30 indicators of disadvantage in seven life domains:

1. Material resources;
2. Employment;

3. Education and skills;
4. Health and disability;
5. Social connection;
6. Community; and

7. Personal safety.

The SEM finds that about five per cent of Australians faced deep social exclusion
and a further one per cent faced very deep social exclusion in 2012,"" amount-
ing to almost one million people, or about 39 per cent of those living below the
poverty line, echoing the findings of SPRC’s deprivation approach.

Using the social exclusion and deprivation approaches, it appears that about four
to six per cent of the population suffers from severe disadvantage. However, this
does not reveal much about the extent of entrenched disadvantage.

In Chapter 2 of this report, Dr Francisco Azpitarte and Dr Eve Bodsworth use the
income approach to poverty (60 per cent of median income) and a multidimen-
sional approach based on the social exclusion method to explore the dynamics
of poverty/disadvantage, using 12 years of data (2001-2012) collected in the
Household Income and Labour Dynamics (HILDA) Survey.

They find evidence of the persistence and of the risk of chronic poverty:

e About a quarter of the people who manage to exit poverty have returned to
being poor within two years; and
e About 12 to 15 per cent of poor households are still poor 11 years later.

They also find that individuals with a high risk of facing long-term disadvantage
fall into the following categories:

e Those with low education attainment, including those who did not complete
high school;

¢ |ndigenous Australians;

14



Households with someone living with a long-term health problem or disability;

Those aged 65 and over;

Jobless households; and

® Those living in disadvantaged areas.

It is important to note that having the above characteristics does not cause
entrenched disadvantage. What the characteristics show is that there is a high
prevalence of disadvantaged people among those groups, and that their risk of
remaining in or re-entering a disadvantage spell is high.

While all categories of disadvantage are important, this study focuses on three
particular aspects:

1. Education attainment;
2. Indigenous disadvantage; and

3. Mental illness.

There is evidence that the cycle of disadvantage begins early in life and that
education is crucial to improving equality of opportunity for all Australians.'
Numerous factors affect children’s development, including their educational
outcomes, including: personal characteristics, such as intelligence; home envi-
ronment and parent engagement; the learning institutions attended; attitudes and
aspirations, including those of peers; and location and availability of socioeco-
nomic resources.'® Addressing the factors influencing education attainment is a
crucial step in addressing or minimising the risk of entrenched disadvantage.

In Chapter 3, Anne Hampshire discusses a successful early intervention strategy
pursued by The Smith Family to help break the cycle of disadvantage. Learning
for Life is a scholarship program of early

intervention that aims to support children to

achieve educationally and then to transition

successfully to post-school work or further

education. The policy works — about 80 per

cent of students who left the program in

Years 10, 11 or 12 were engaged in employ-

ment, education or training a year after

leaving it, while the majority of the remaining

20 per cent were looking for paid work. The program’s success is underpinned
by parent engagement and helping to address the differences in learning envi-
ronments between those with good education outcomes and those without. The
program also helps children develop pro-learning concepts and improve their
educational aspirations.
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To be effective, any early intervention policy, or indeed, any policy that aims to
address disadvantage through improved education attainment, should address
the underlying drivers and take a long-term view. Further, policies should be
based on evidence and on programs for which there is ongoing longitudinal eval-
uation. There is a role for the Government to evaluate current programs to ensure
they are effective not only in improving education attainment, but also that they
have a lasting effect, for example, through improved employment participation.
Programs should also be subject to ongoing evaluation to ensure they remain
relevant and effective.

The prevalence of deep and very deep social exclusion in Indigenous communi-
ties was lower in 2010 than in 2006, findings that are reflected in the SPRC’s
deprivation approach results.' Nevertheless, as discussed by Dr Nicholas Biddle
in Chapter 4, Indigenous Australians are still more likely to live in low-income
households, more likely to be unemployed, and more likely to remain unemployed
than non-Indigenous Australians. Education, location, discrimination, health, dis-
ability, labour market discrimination and social norms all play a role in explaining
disadvantage with no single factor dominating. The intergenerational nature of the
disadvantage compounds this issue, with evidence pointing towards intergenera-
tional transmission of educational disadvantage in particular.

Current Indigenous education policies focus primarily on school attendance
rates. While important, policies should also address the other drivers of poor
educational outcomes. Policies aimed at early childhood and parents have been
successful at breaking the cycle of educational disadvantage. For example, Let’s
Start Parent-Child Program, delivered by the Menzies School of Health Research,
is a successful program for Indigenous parents and their children with challenging
behaviours, aimed at helping parents develop the skills to manage their children’s
behaviour. The program has been successful in reducing problem and risk behav-
iours at home and at school, with a follow-up evaluation six months after the end
of the program showing the results persist.'®

Unfortunately there is evidence of labour market discrimination against
Indigenous Australians, that is, wage and employment differentials, which cannot
be explained by educational gaps or other factors. One possible explanation for
the employment gap is discrimination, whether conscious racism or unconscious
bias.” The responses in this case are often best left to organisations to ensure
they have tools such as unconscious bias awareness programs to address the
discrimination.

Australia has a number of policies in place designed to address some of the
underlying causes of entrenched disadvantage in Indigenous communities.
Income management (policies under which part or all of an income received from
the Government is managed by restricting ways in which it can be spent) is one
such policy put in place to alleviate welfare dependency and financial stress.

16



About 90 per cent of those being income managed under the New Income
Management policy in the Northern Territory are Indigenous Australians. An evalu-
ation of the policy shows that income management has actually led to an increase
in welfare dependency rather than building capacity and independence.® The
program was proven effective only when very specifically targeted to particular
individuals.

The lesson is that any policy aimed at addressing disadvantage in Indigenous
communities should be set in collaboration with the communities, must have a
long-term focus, and must be reviewed for effectiveness. Policies should be flex-
ible enough to be customisable to the local needs and context. Policies that are
seen to impinge on a person’s independence must be made on an opt-in basis,
carefully targeted and evaluated.

Low-income individuals and households tend to have the poorest health out-
comes: They are more likely to have higher mortality rates, lower life satisfaction,
poor self-assessment of their health, and higher rates of long-term or severe
health conditions.’ Individuals with poor

health conditions are less likely to par-

ticipate fully in the workforce and in some

cases, particularly for the more acute and

long-term ilinesses, there is the additional

cost of caring for those who cannot care for

themselves.

In Chapter 5 of this report, Professor Lorna

Moxham focuses on one aspect of the

health debate for which entrenchment is an

issue: mental illness. About 30 per cent (the largest group) of those receiving the
disability support pension (DSP) are people living with mental health conditions.?
Mental illness (for example, the more common ones such as depression and
anxiety and the less common — but more severe — ones such as schizophrenia)
can affect a person’s ability to interact with the community and with the work-
force. Often, mental illness is persistent or permanent. People with mental illness
are among the most excluded in society, receive inadequate income, suffer from
poor health and premature mortality, have low self-confidence and feel powerless.

Governments past and present have been trying to address the issue for
decades, most recently through the Roadmap for National Mental Health Reform
and the mental health component of the National Disability Insurance Scheme
(NDIS). However, there is room for improvement in policies addressing mental
illness, particularly in mental health services utilisation, mental health and peer
support workforce, early intervention programs, mental health language, sense of
purpose and access to mental health services.
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The capability of the specialist workforce caring for those living with mental illness
can be enhanced through better mental health content in university degrees for
health professionals or by creating accreditation for mental health specialisations
in degrees. As a complement to the health workforce, increasing the amount
of peer support workforce (people who are living with or have lived with mental
illness) would also improve outcomes for those with mental iliness.

Early intervention has been identified as one of the key action areas by the
Council of Australian Governments (COAG). Successful early intervention pro-
grams in mental health should be in the form of community-based care rather
than inpatient care, with the view to keeping people out of hospitals whenever
possible. One of our highest priorities should thus be to significantly improve
support for the housing arrangements of those living with mental illness. Making
use of new technology to help support those living with mental illnesses should
also be explored.

An example that encompasses those recommendations is Mind Australia’s
PARCS?! (Prevention and Recovery Care Services), which is a recovery-focused
residential service for people who are either leaving acute mental healthcare,
or who would benefit from ongoing support to avoid a hospital admission. The
service combines clinical treatment and assistance with activities of daily life. It
combines treatment with an early focus on recovery that helps reduce the risk
of long-term disadvantage. Individuals accessing the service obtain help in
various areas, including support to maintain employment and to access more
Suitable accommodation. The service has been successful in achieving its aim of
improving the mental health outcomes of people with severe mental illness and
preventing avoidable hospital admissions.

Implementing these mental health reforms and policies would go a long way in
addressing the livelihood of people living with mental illness and improving their
attachment to and ability to participate in the workforce, thereby addressing their
long-term disadvantage.

While each of the three areas of disadvantage comes with its own challenges
and policy implications, this study suggests some overarching perspectives that
are applicable to all policies, regardless what aspect of disadvantage is being
addressed.

Entrenched disadvantage is a complex and significant problem:

e An estimated four to six per cent of our society experiences chronic or persis-
tent disadvantage. This amounts to about one to 1.5 million Australians;
e Between 12 and 15 per cent of disadvantage spells last more than a decade;

* The longer an individual spends with significant disadvantage, the more likely
they are to be stuck in the spell;
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e The risk of falling back into a disadvantage spell is highest in the first two years
of exiting poverty, affecting about a quarter of people who have exited; and

e Children who grow up in a home with entrenched disadvantage are more likely
to face the same problem.

The solutions are not simple. As a starting point, we need to recognise that
addressing entrenched disadvantage involves tackling two aspects:

1. Working to lessen disadvantage; and

2. Working to make sure it does not become entrenched.

Policies need to recognise that people who experience entrenched disadvantage
are likely to need help to establish a stable domestic base before they can transi-
tion successfully into employment.

Policies need to reflect the disparate factors influencing and driving entrenchment
of disadvantage, which requires a suite of policies to address the problem, some
direct and some intermediated by non-government organisations and similar
bodies. The evidence shows us that the persistence aspect of disadvantage is
complex — only a small subset experiences poverty spells lasting more than a
decade, some are never at risk of long-term disadvantage, while others are at
risk of falling in and out of disadvantage through their life course. Understanding
those dynamics is important.

To address the persistence of disadvantage, policies should work to ensure that
individuals remain out of poverty once they have exited, for example, through the
development of life-course or long-term policies to minimise the risk of disad-
vantage becoming entrenched in high-risk individuals, through early intervention
policies to address the problem before it happens or early in the onset of disad-
vantage, particularly for children at risk of intergenerational disadvantage.

To enable the development of these policies, there should be increased focus
on the development of good longitudinal data, including, for example, through
the use of administration data held by government departments such as the
Department of Social Services. The data could be used for in-depth research to
understand the dynamics — for example, length, risk of re-entry and existence of
intergenerational nature — of disadvantage.

Finally, to improve the effectiveness of programs, they should be subjected to
follow-up and ongoing evaluation to ensure sustained improvement in individuals,
using evaluation processes that are sufficient and transparent.

Addressing entrenched disadvantage is an onerous task. Current policies are not
working as well as we would hope and despite Australia’s relatively good eco-
nomic performance, our scorecard when it comes to getting people out of the
cycle of disadvantage has not been as good. There is a lot more work to do to
reduce disadvantage and make sure it does not become entrenched.
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To do so would require a suite of policies that are evidence-based, focused on
long-term objectives, with the view to address the drivers behind the persistence
of entrenched disadvantage, including the need to ensure that individuals have
the right environment (such as stable housing) to enable better participation.
These policies would be subject to transparent evaluation, including ongoing eval-
uation to ensure they remain effective and have a long-term impact on individuals.

More research into the dynamics of disadvantage, perhaps through the develop-
ment of better longitudinal data, is required to develop this suite of policies and to
inform good policy. One thing is certain: Entrenched disadvantage is a complex
problem and in the absence of appropriate and effective policies, it is not going
away. A nation as rich as Australia has no excuse for not doing better — we can,
and should, do better not just for the benefit of those who are disadvantaged, but
for the benefit of all Australians.

Endnotes

1 Organisation for Economic Co-operation and Development 2013, Social Expenditure Database (SOCX), accessed from www.oecd.org/
social/expenditure.htm#socx_data

2 ibid.
3 Australian Bureau of Statistics (ABS) 2013, Labour force, Australia: Labour force status and other characteristics of families, June 2012,
cat. 6224.0.55.001, Canberra.

4 McClure, P 2014, A new system for better employment and social outcomes, accessed from www.dss.gov.au/our-responsibilities/
review-of-australias-welfare-system

5 For more information, see McLachlan, R, Gilfillan, G & Gordon, J 2013, Deep and persistent disadvantage in Australia, Productivity
Commission Staff Working Paper, Canberra, pp. 57-90

6 Australian Council of Social Service (ACOSS) 2014, Poverty in Australia 2014, accessed from www.acoss.org.au/images/uploads/
ACOSS_Poverty_in_Australia_2014.padf

7 Saunders, P & Wong, M 2012, Promoting inclusion and combating deprivation: recent changes in social disadvantage in Australia,
Social Policy Research Centre, Sydney, University of New South Wales.

8 Under the capability approach, disadvantage is the result of a lack of key capabilities, that is, what a person can or cannot do. For more
information, see Sen, A 1985, ‘A sociological approach to the measurement of poverty: a reply to Professor Peter Townsend’, Oxford
Economic Papers, vol. 37, pp. 669-676; Sen, A 2000, 'Social exclusion: concept, application, and scrutiny’, Social Development Paper
no. 1, Office of Environment and Social Development, Manila, Asian Development Bank.

9 McLachlan, R, Giffillan, G & Gordon, J 2013, Deep and Persistent Disadvantage in Australia, Productivity Commission Staff Working
Paper, Canberra, pp. 46-51.

10 For more information, see Brotherhood of St Laurence and the Melbourne Institute of Applied Economic and Social Research (MIAESR),
What is social exclusion?, accessed February 2015 from www.bsl.org.au/research-and-publications/social-exclusion-monitor/
what-is-social-exclusion

11 ibid.

12 McLachlan, R, Gilfillan, G & Gordon, J. 2013, op cit, pp. 16-17.
13 As discussed by Anne Hampshire in Chapter 3 of this report.
14 Mclachlan, R, Gilfillan, G & Gordon, J 2013, op cit, p. 207.

15 Saunders, P & Wong, M 2012, op cit, p. 54.

16 Bowes, J & Grace, R 2014, Review of early childhood parenting, education and health intervention programs for Indigenous children
and families in Australia, Issues paper no. 8 produced for the Closing the Gap Clearinghouse, Australian Institute of Family Studies and
Australian Institute of Family Studies; Let's Start Parent-Child Program, accessed February 2015 from apps.aifs.gov.au/ipppregister/
projects/let-s-start-parent-child-program

17 Unconscious bias occurs due to ingrained beliefs or assumptions that are not conscious, leading to discrimination.

18 Bray, JR, Gray, M, Hand, K & Katz, | 2014, Evaluating new income management in the northern territory: final evaluation report, Social
Policy Research Centre, Sydney, University of New South Wales.

19 McLachlan, R, Gilfillan, G & Gordon, J. 2013, op cit, p. 180.
20 McClure, P 2014, op cit, p. 24.

21 For more information, see
www.mindaustralia.org.au/need-help/mind-services-in-victoria/mind-victoria/residential-services/residential-services-parcs-
%28prevention-and-recovery-care-services %29.htm/

= o

ADDRESSING ENTRENCHED DISADVANTAGE IN AUSTRALIA
20



3 Centrelink

Medica re

Services for
Medicare and Your Health

Family Assistance

Child Support & Separated Parents

Indigenous Australians

Job Seekers

1. Poverty and socia
disadvantage: Measurement,
evidence and action

Professor Peter Saunders

This chapter explores the scale and nature of poverty
in Australia, considers different approaches to
identifying and analysing the issue, and reviews some
of the actions that can be taken to address it.

ADDRESSING ENTRENCHED DISADVANTAGE IN AUSTRALIA



Professor Peter Saunders was the Director of the Social Policy
Research Centre (SPRC) at the University of New South Wales
(UNSW) from February 1987 until July 2007, and he now holds a
Research Chair in Social Policy within the Centre. His research

interests include poverty and social exclusion, economic and social

inequality, household needs and living standards, social security

reform and comparative social policy.

Professor Saunders was elected a Fellow of the Academy of the Social Sciences in Australia
in 1995, was the first President of the Australian Social Policy Association between 2009
and 2012, and is currently the President of the Foundation for International Studies on

Social Security (FISS).

INntroduction

In most people’s minds, poverty is synonymous with social disadvantage and is
thus the obvious place to begin any discussion of the topic. To be poor is to be
denied the resources required to meet basic needs and thus prevented from real-
ising one’s full potential — economically and socially. Poverty researchers estimate
poverty by comparing people’s incomes with a poverty line that identifies how
much income is required to meet their basic needs. This amount will vary with
family size — how many adults and children because of differences in their needs
and economies of scale — and with housing tenure, which affects housing costs,
particularly for homeowners.

Estimated poverty rates provide important information on which groups are most
vulnerable and can help highlight some of the underlying causes such as unem-
ployment, sole parenthood and disability. They can help policymakers diagnose
the problem and develop effective solutions.

However, the approach has been criticised for its narrow focus on income and
because of the arbitrary nature of the poverty line.

Increasingly, poverty and social disadvantage are recognised as fundamentally
multidimensional concepts that cannot be easily reduced to (or measured using)
a single metric like income (important though it is). Poverty line studies do not
capture the actual experience of poverty and are incapable of establishing that
those below the poverty line are actually going without. Families can draw on
other resources (for example, wealth) to fill an income shortfall, so that not every-
one below the poverty line is poor, while some with incomes above the line may
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face special needs (for example, relating to disability or living in a remote location)
and end up being poor. For these reasons, it is best to think of poverty rates as
providing an indirect indication of who is at risk of poverty rather than directly
capturing the extent of the problem.

It is also important to consider how poverty defined in terms of income is related
to the broader issue of income inequality. It is often claimed that if poverty is
measured in relative terms by setting a poverty line that varies with average living
standards — as reflected in the level of median income, for example — then poverty
will always exist as long as there is inequality. This is not correct.

Inequality exists when some people have less than (or more than) others, whereas
poverty exists when some people have less than they need. It is possible to elimi-
nate poverty without removing all inequality, and while there will always be some
at the bottom of the income distribution, there is no law stating that there will
always be some below the poverty line. The challenge for those with the power to
bring about change is to recognise this reality and address poverty in ways that
do not undermine the incentive structures and outcome disparities that encour-
age the economic activities that generate income in the first place.

Even accepting this, questions arise about why poverty should give rise to social
concerns that demand action — generally by government, though often involving
others. Whether identified purely in income terms or using other methods, there
are several reasons why addressing poverty should be accorded a high priority in
any nation’s social and economic agenda.

First, there are the ‘moral imperative’ arguments, which see the existence of
poverty as undermining claims that society is equitable: To condemn some citi-
zens to live below the poverty line is to force them to face a standard of living that
is intrinsically unacceptable, particularly in an affluent country like Australia, which
can afford to do better.

Poverty has also been shown to have harmful effects, particularly on children.
Whatever one’s views about the extent to which adults are poor because of
the unwise, or simply bad, choices they have made, these arguments cannot
be applied to the children who are innocent victims of the poverty that results.
Of even greater concern is the growing body of evidence demonstrating that
poverty during childhood can have harmful effects on child development leaving
permanent scars that persist into adulthood as poverty is transmitted across
generations.” Addressing child poverty will thus not only produce positive social
benefits in the short term, it will produce positive economic benefits in the longer
term as the economic potential that might otherwise not have the opportunity to
emerge is released.

Finally, there are concerns that poverty can give rise to social unrest that can
threaten overall political stability and undermine the broader social consensus on
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which economic prosperity is based. When poverty exists, it presents a threat
to everyone. This is because many of the factors that cause it — for example,
job loss, disability, marital breakdown, relocation — can affect anyone and unless
there is an adequate safety net in place to cushion those affected from the result-
ing income falls, support for the whole system can be weakened.

If society is to address poverty and other forms of social disadvantage, there must
be clarity about how these terms are defined and measured. The importance of
these issues was highlighted in a recent report from the Productivity Commission,
which argued:

“A lack of understanding about disadvantage can contribute to misplaced commu-
nity concemns. 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.” 2

Despite this warning, Australian poverty research has been sidelined in the policy
debate, which refuses to engage with the issue. This presents a major challenge
to research on poverty and other forms of social disadvantage which, if it is to
achieve its purpose, must be used to inform better future policy not just to berate
the Government about the failings of past and current policy.

The Irish Combat Poverty Agency has defined poverty as follows:

“People are living in poverty if their income and resources (material, cultural and
social) are so inadequate as to preclude them from having a standard of living which

is regarded as acceptable by Irish society generally.”3

The two key words in this definition are inadequate and acceptable. The first
refers to the adequacy of the resources available and the second to the accept-
ability of the standard of living achieved. Poverty line studies examine the first of
these issues, while deprivation studies focus on the second.

A central question within the poverty line approach is to decide where to set the
poverty line. This has produced considerable controversy because adequacy is a
normative concept that requires a judgement to be made before it can be made
operational. The most common judgement now used by poverty researchers in
Australia and internationally is to fix the poverty line as a percentage of median
income after adjusting for differences in family or household needs. The percent-
age adopted in Australia and by international agencies like the Organisation for
Economic Co-operation and Development (OECD) is 50 per cent, although the
higher figure of 60 per cent is now used by the European Union (EU) and in most
EU countries.
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Thus far, the focus of the discussion has been on poverty, defined and measured
as a lack of income. Reflecting the weaknesses in this approach, an alternative
has developed over the last three decades that builds on the work of British
sociologist Professor Peter Townsend. Deprivation can be thought of as a con-
sequence of poverty or as a way of identifying poverty that involves establishing
whether people’s living standards are consistent with prevailing community norms
of acceptability. It does this in three stages:

1. People are asked to indicate whether they think certain basic items are neces-
sary or essential for everyone — things that no one in Australia should have to
go without today;

2. Those items regarded essential by a majority in the community — the neces-
sities of life — are then identified and people are asked whether they have
each item and, if they do not, whether this is because they cannot afford it or
because they don’t want it;

3. Deprivation is then defined to exist when people do not have and cannot afford
items that a majority think are essential for everyone. The extent of deprivation
can be measured as the percentage that is deprived of a minimum number
of essential items (equivalent to the poverty rate), or by simply adding up
the number of deprivations into a summary score and comparing it between
groups and over time.

The deprivation approach seeks to identify directly who cannot afford basic
necessities and are thus forced to endure

an unacceptable standard of living. The

benchmark for acceptability is set by a major-

ity of members of the community, not by

expert researchers, bureaucrats or political

decision-makers. These features make the

deprivation approach more closely aligned

with the experience of poverty, and with

prevailing community norms and notions of

acceptability. The use of a majority rule to

identify basic necessities can be defended on the grounds that this is a widely
accepted way of making social choices in circumstances in which individual
views differ.

Deprivation is becoming incorporated into new poverty measures used by a
range of international organisations including the OECD and the United Nations
Children’s Fund (UNICEF), whose important and influential work on child poverty
now includes a measure of deprivation, defined as the percentage of children
who are lacking at least two out of 14 items considered “normal and necessary
for a child in an economically advanced country”.

In a similar vein, the Multidimensional Poverty Index (MPI) recently introduced
by the United Nations Development Programme (UNDP) “identifies overlapping
deprivations suffered by households in health, education and living standards”.®
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The emerging importance of the concept of deprivation is part of a broader rec-
ognition that concepts like poverty and social disadvantage are multidimensional
and that measures should reflect this reality. This trend explains the growing influ-
ence of the deprivation approach, particularly in Europe where countries like the
United Kingdom and Ireland that have adopted official poverty reduction targets
base them (and their assessment of progress) on a combination of income
poverty rates and deprivation measures.

The deprivation approach is relatively new in Australia although it was canvassed
by the (then) Department of Social Security (DSS) in the mid-1990s as a possible
alternative to a poverty line approach.® The method has been applied in Australia
recently by the current author with colleagues and some of the main findings are
presented later.

ESTIMATED INCOME POVERTY RATES (2011-12)
Single non-aged (15-64)

Single aged (65+)
Before housing costs*
Non-aged couple (15-64)
After housing costs*
Aged couple (65+)

Couple with children
Lone parent
Mixed family households
All households
0 10 20 30 40 50
*Based on the latest (2007—08) income measure.

Source: Australian Bureau of Statistics, Survey of Income and housing 2011—12; confidentalised unit record file.

Figure 1 shows poverty rates for different family types in 2011-12, the latest year
for which the required data are currently available. Estimates are presented both
before housing costs (BHC) and after housing costs (AHC), as this highlights
the role of homeownership, which reduces housing costs once the mortgage is
repaid, leaving more income to meet other needs.

On a BHC basis, the national poverty rate of 11.9 per cent implies that 2.19 million
Australians were living below the poverty line in 2011-12, of which 363,000 were
children aged under 15. Poverty is highest among older people, particularly single
older people, followed by single people of working age (15-64) and sole-parent
families.
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When account is taken of housing costs, the poverty rate rises to 13.9 per cent
even though the poverty line itself is lower (because it is now equal to 50 per cent
of the median value of income minus housing costs). This reflects the fact that
those with low to modest incomes tend to have higher

housing costs. This drags some who were originally

above the poverty line below it when the AHC measure

is used. On this basis, there were more than 2.5 million

Australians in poverty in 2011-12, of which over 600,000

were children.

The family profile of poverty also changes markedly, with

older people now facing lower poverty rates because

many of them own their own homes outright. Although

poverty remains high among single older people, many of those who are poor are
only just so because their incomes (predominantly the Age Pension) place them
just below the poverty line. Poverty is now highest among sole-parent families
and working age single people, both of which face poverty rates that are more
than twice the national rate.

This question is difficult to answer with certainty because of changes in how
the Australian Bureau of Statistics (ABS) surveys collect the required data on
household incomes, and because of measurement changes that have improved
data quality. However, a study by the Melbourne Institute’s Roger Wilkins?, which
uses the same approach as that used (for BHC) in Figure 1, shows that poverty
increased modestly over the 1980s from an initial level of around 11 per cent in
1982, then declined in the first half of the 1990s before rising again to almost 13
per cent by 2002. Since then, estimates produced by the author and colleagues
show that poverty before and after housing costs increased after 2003-04, reach-
ing a peak in 2007-08 before falling back slightly between then and 2011-12.

Data comparability is an issue, although the most recent estimates produced by
the OECD (using the same approach, but only on a BHC basis) show that in
2012, the Australian poverty rate of around 13 per cent was above the OECD
average for 33 countries of 12 per cent.?

In terms of overall performance, Australia ranked 25th overall, with only nine
countries having a higher poverty rate, among them Korea, Japan, Chile, Mexico,
Spain and Greece, as well as the United States — a notoriously bad performer
when it comes to addressing poverty.
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The deprivation estimates shown in Table 1 are based on two national surveys,
conducted by the Social Policy Research Centre (SPRC) in 2006 and 2010.°
Both surveys were much smaller than the ABS survey used to generate the esti-
mates in Figure 1, but the findings are significant because they represent the first
attempt to measure the extent and nature of deprivation in Australia. They are
based on 25 ‘necessities of life’ that were identified in both surveys as essential
for all Australians.

The list includes such items as:

e A substantial meal at least once a day;

e Access to medical treatment if needed;

® A decent and secure home;

e Secure locks on doors and windows;

¢ Home contents insurance;

e Ability to buy medications prescribed by a doctor;

* A separate bed for each child;

e Ability for children to participate in school outings and activities; and

¢ Regular social contact with other people.

The number of these items that each survey respondent did not have and could
not afford was identified and summed to give the deprivation score for that house-
hold. These scores were then averaged across household types to produce the

estimates shown in Table 1. To minimise any sample response bias, the estimates
have been weighted by age using ABS population data.

RECENT CHANGES IN DEPRIVATION BY FAMILY TYPE (WEIGHTED PERCENTAGES)

Single working age 2.26 1.58 1.52 1.17
Single older person*** 119 0.83 0.79 0.61
Working age couple no children 0.90 0.63 0.97 0.75
Older couple™* 0.51 0.36 0.45 0.35
Working age couple with children 1.29 0.90 1.30 1.00
Sole parent 3.61 2.52 2.94 2.26
Mixed family households 2.36 1.65 1.73 1.33
All households 1.43 1.00 1.30 1.00
* 2589 respondents

= 2574 respondents

*** Single older people are those aged 65 or over; older couples are those where the respondent is aged 65 or over.
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Deprivation scores are shown in both raw form and expressed relative to the
overall national score to make it easier to draw comparisons. In both years,
deprivation is highest among sole-parent households followed by single working
age people and then mixed (multiple generation families or group) households.
Older people, particularly couples,

now show up as faring better than

most other groups in both years,

experiencing below average levels of

deprivation.

When it comes to the most common

forms of deprivation, results for both

years are similar so only those for

2010 are discussed. In that year,

deprivation was highest in relation to the following six items (incidence rates
shown in brackets):

e A week’s holiday away from home each year (19.8 per cent);

Up to $500 in savings for an emergency (17.8 per cent);

e Dental treatment if needed (13.1 per cent);

e Home contents insurance (9.5 per cent);

e Comprehensive motor vehicle insurance (9.1 per cent); and

¢ An annual dental check-up for children (8.0 per cent).

In all but the first case, these items represent forms of protection against risks in
relation to poor health, accidents or other unforeseen events.

The fact that almost one-fifth of all Australians do not have a modest amount of
savings for use in an emergency highlights the vulnerability facing many people.
In these circumstances, a minor bump in the car or a fridge that breaks down
can be the difference between making ends meet and falling into poverty. Other
essential items were less often a cause of deprivation but when they were, they
highlight the deep pockets of disadvantage that still exist: that many Australians
are unable to afford to buy medicines prescribed by a doctor (3.5 per cent), have
a substantial meal at least once a day (0.9 per cent) or have a separate bed for
each child (2.1 per cent) is a telling indictment of our failure to eradicate some of
the most invidious forms of poverty.

When people are compared in terms of their deprivation and poverty status, the
overlap between the two groups is relatively low, with only around 40 per cent of
those with incomes below the poverty line being deprived of at least three of the
25 identified essential items. This is an important finding because it indicates that
how social disadvantage is identified and measured affects not only the severity of
the problem but also who is most affected by it. It also shows how measurement
can affect our understanding of the nature of the problem of social disadvantage,
and influence what kinds of actions are needed to address it.
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Despite the misgivings over the robustness and objectivity of estimated poverty
rates, a lack of income is a core component of social disadvantage preventing
people from functioning fully and effectively in society. Providing people with
access to an income that is adequate to meet their immediate and developmental
needs is thus a critical element of any anti-poverty strategy.

It is, however, also clear from the results that not all groups are equally protected
from poverty or deprivation and that, in overall terms, Australian poverty exceeds
that in many other OECD countries. In 2010, for example, OECD estimates indi-
cate that the child poverty rate in Australia was higher than that in 25 (out of
40) high-income countries at around 15 per cent — two percentage points above
the OECD average.'® This might seem like a small difference, but it implies that
around 85,000 children would be moved out of poverty if Australia raised its
game to match the OECD average.

For most people, income is accessed through the labour market or from savings
accumulated while earning. For those who cannot compete in this arena, income
takes the form of cash transfers from others — primarily from government,
although intra-household transfers also play an important income support role at
certain stages of the life cycle, and support from welfare agencies can be critical
in times of urgent need. It follows that there are two broad strategies for address-
ing poverty:

1. An employment strategy that seeks to get more people into jobs; and
2. A benefit strategy that raises the benefits paid to those out of work.

These are not alternatives; both are important. However, recent Australian gov-
ernments have emphasised the former and shown great reluctance to address
(or even acknowledge) the latter. This is evident

in the long running (and bi-partisan) failure to

adequately index Newstart Allowance (NSA) - the

main benefit paid to the unemployed.” As a con-

sequence of this failure, the maximum single rate

of NSA (including rent assistance) has fallen below

40 per cent of median income — well below the

accepted international adequacy benchmark of 50

per cent implicit in the poverty line. Raising NSA to

this benchmark would do much to reduce poverty

among single working age people, but the change should be accompanied by
investing in the human capital of the unemployed (and others on benefits) through
training programs that increase their employability while meeting the skills short-
age and other needs of employers.

Motivating the unemployed — particularly the long-term unemployed — is also criti-
cal. This requires an approach focused on employment outcomes but recognising
the importance of benefit adequacy and the grim realities of life below the poverty
line. Given the complex and often deep-seated problems facing many long-term
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benefits recipients, any such program must be appropriately resourced and long
term in its focus and outlook. The barriers facing many of the unemployed have
often taken years to develop and will not be removed overnight. When welfare
reform recognises the need for human capital investment linked to positive job
outcomes, the case for applying stringent conditionality tests on the receipt of
unemployment benefits becomes stronger and more likely to generate greater
support from the community, and from the unemployed

themselves.

While better income support is the cornerstone of
any serious attack on social disadvantage, it must be
accompanied by a series of other measures, some of
which are highlighted by the results presented earlier.
It is apparent, for example, that homeownership plays
an important poverty alleviation role for many older
Australians, but it often imposes high costs on working
families in the early years of their mortgage.

How sustainable is this approach? Increasingly, younger

people are finding it harder to access affordable housing (purchased or rented)
and this has the potential to undermine the homeownership ethos on which the
current system relies. Housing subsidies can play a role in reversing this trend but
only if the benefits are not captured by existing homeowners and/or real estate
developers/landlords. Social housing still forms a very small part of the Australian
housing market and there is capacity to expand this in ways that will benefit those
who are currently most disadvantaged.

This presents policymakers with a challenge that involves tackling existing stereo-
typing of public housing as a drain on public budgets and a factor contributing to
locational disadvantage and social exclusion. These features are a direct result of
assigning the limited number of places to those most in need, creating ‘welfare
ghettos’ that are often geographically isolated, disconnected from local labour
markets and stigmatised.

What is needed to overcome the ‘silo of public housing’, according to a recent
report prepared for the Australian Housing and Urban Research Institute (AHURI),
is a concerted effort to develop a case for better public housing that assists “not
only with housing need but also with the integrated domains of public responsi-
bility that are connected to it: mental health services, homelessness, education
and health”.” This highlights the need for a multipronged approach consistent
with the multidimensional nature of the forms of social disadvantage that currently
exist.

Some of the factors contributing to deprivation also need to be addressed
directly, including providing people with better access to key services such as
healthcare, pharmaceuticals and dental care. These schemes serve the needs of
most people fairly well, but those that fall through the gaps have no option but to
go without treatments that are often urgently needed. Unnecessarily prolonged
illness or neglected dental problems are barriers to employment that better
incomes alone will not solve — the gaps in the service provision nets need to be
mended. Families that cannot afford to have a week’s holiday away or to have
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regular social contact with others face the prospect of being socially excluded
and this can undermine confidence and have negative consequences for their
economic participation.

Australia always ranks well on the international league tables of community well-
being, lifestyle and satisfaction, but these are national averages that conceal the
pockets of poverty and deprivation that exist. We should take pride in our overall
achievements and in the fact that they are available to all. This is the essence
of what it means to make a reality of the ‘fair go’. Most Australians have a deep
sense of fairness and resist moves that threaten past achievements — whether in
relation to workplace change, welfare reform, access to medical care or the treat-
ment of marginal groups. We are a rich country with the resources to address
these problems, but we first need to acknowledge that such problems exist and
do our best to understand them. Action is needed to address social disadvan-
tage and to provide all Australians with the ability to realise their full potential and
contribute to the nation’s future economic prosperity.
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This chapter uses Household, Income and Labour Dynamics

in Australia (HILDA) data to determine whether the risk of
staying poor increases the longer a person remains in poverty.
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Despite relative affluence, poverty continues to be a problem in Australia. Yet how
we define and measure poverty has significant implications — for political debates,
policy design and academic research.

Traditional approaches to poverty research tend to use a narrow definition based
on income, and they measure the extent of poverty using a static or ‘point-in-time’
approach. This chapter provides new insights into describing and understanding
poverty in Australia by using a dynamic approach to poverty measurement and a
broader, multidimensional definition of poverty.
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Consistent with similar research, we find that although poverty is relatively short-
lived for many Australians, there are certain socioeconomic groups for whom
poverty is a persistent phenomenon. Drawing on 12 waves of Household, Income
and Labour Dynamics in Australia (HILDA) data, we show that the risk of staying
poor increases the longer a person remains in poverty, while the risk of returning
to poverty declines with the time spent out of it. We also point to key socioeco-
nomic factors that:

e Decrease the likelihood of exiting poverty; and

¢ Increase the likelihood of re-entering poverty after an exit;

In doing so, we identify key high-risk individual, household and place-based

characteristics:

¢ |ndividuals aged over 65 and the long-term unemployed;

e People living in ‘jobless’ households or a household with a person with a dis-
ability; and

e People living in areas of high sociecononomic disadvantage.
We find these groups are at higher risk of chronic poverty for two reasons:
1. Once in poverty, they are less likely than other groups to exit from poverty; and

2. These groups are more likely to return to poverty soon after an exit, increasing
the amount of time they spend in poverty.

These findings provide an important mapping of the factors associated with
chronic poverty, providing valuable directions where future research and policy
development should be targeted.

A dynamics approach to poverty research presents a “dramatically more compre-
hensive” understanding of poverty than point-in-time studies.! While point-in-time
studies can provide a snapshot view of poverty in a particular population at a
given time, this approach risks presenting the poor as an homogenous and
unchanging group distinct from the non-poor.

In contrast, a dynamic approach draws on a sample that traces the same indi-
viduals or households over time. This enables an understanding of the duration of
poverty and the likelihood of particular groups entering or exiting poverty. It also
enables a distinction between different experiences of poverty:

e Those who never experience it;

e Those who have a one-off or transitory experience;

e Those who experience recurrent poverty; and

* Those who experience chronic or persistent poverty.?
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Such distinctions are crucial for understanding poverty and shedding light on
questions of culture, dependency and targeted policy responses, particularly in
light of consistent findings that the majority of people who experience poverty do
so for a short time.®

In identifying groups most likely to remain in poverty or return to poverty, dynam-
ics research can provide important insights for policymakers seeking to target
interventions to those most in need and to create preventative measures to
ensure that those most at risk do not enter poverty at all.

This chapter analyses the dynamics of poverty using two different definitions of
poverty:

1. A narrow, income-based conception of poverty; and
2. A multidimensional approach.

The latter definition recognises that the extent, nature, causes and consequences
of poverty and disadvantage cannot be understood merely by looking to the cash
incomes of individuals’ households. In reality, experiences of disadvantage or
poverty involve many aspects of people’s lives and are influenced by the values
and priorities of the society in which it is experienced. It may involve the extent to
which individuals have real opportunities to participate, or who are economically
and socially excluded.*

While a dynamic approach to poverty has been used overseas for some time?®,
there are relatively few studies using this approach in Australia. Australian policy-
makers have been slow to realise the potential of this approach to inform policy
design.

A small number of previous studies exist, all drawing on earlier waves of HILDA
data. Early research using the first three waves of HILDA data identified that
roughly four per cent of Australians were poor across all three years based on
an income poverty definition of household disposable income of less than 50
per cent of the median.® Saunders and Bradford” had similar findings; however,
given the relative newness of the HILDA survey, the authors acknowledged it was
still too early to know whether those who escape poverty do so permanently,
or whether they slip back or oscillate on its margins, with the risk of poverty a
constant threat.

Research conducted in 2008 using the first five waves of the HILDA survey using
the same definition of income poverty as the earlier studies found that approxi-
mately 4.5 per cent of the population was poor for two of five years and one per
cent remained in poverty from 2001 to 2005.8 They also found that income-poor
individuals were more likely to live in a household headed by a female, an early
school leaver, a person from a non-English speaking background, a person with a
disability or a person working part-time.
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Rodgers and Rodgers® draw on data from six waves of HILDA to examine chronic
and transitory income poverty (using different measures of income poverty). They
find that 8.4 per cent of the population is chronically poor (poor in at least four
out of six years, using a poverty line equal to 50 per cent of the median) and
that around half the people who were poor in a given year were chronically poor.
These findings varied according to the definition of income poverty adopted.

This chapter analyses data from the first 12 waves of the HILDA Survey. HILDA
is a nationally representative survey that collects detailed longitudinal information
about the Australian population. This makes it particularly suitable for the analysis
of poverty dynamics.

The HILDA survey began in 2001 with a sample of 7682 households containing
19,914 people. The households and their members are followed over time so
that every year detailed socioeconomic information is collected from all members
above 15 years of age.™

This analysis draws on a pooled sample of the data consisting of 175,884 person-
year observations (i.e. number of years interviewed per person) corresponding to
29,269"" individuals interviewed between one and 12 times between 2001 and
2012. We use this data to construct samples of poverty and non-poverty spells
that individuals experienced over that period. We define poverty and non-poverty
spells as a sequence of consecutive periods in which the individual is observed in
or out of poverty. Given that data is collected annually, a

year is the reference period for the analysis.

One problem with considering spells of poverty and non-
poverty arises due to the fact that when some individuals
joined the panel, they were already experiencing a spell
of poverty or non-poverty. We therefore consider two
samples of spells. The first sample includes all spells
regardless of whether the start of the spell is observed
and the second includes only new spells (those that
started during the sampling period).

Other researchers have observed that the former

approach may cause an important bias in the expected length of spells and the
effect of covariates because those spells that were already ongoing before the
start of the sampling period are likely to be atypically long. '
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Two different approaches to measuring poverty are used for the analysis.

The first approach defines poverty in relation to income. We assume an indi-
vidual’s income is a function of the total income of

the household to which they belong.'® To define

income poverty, we assume that in any given year

an individual is poor if his or her income is below

60 per cent of the median equivalent disposable

household income of that year.™

The second approach uses a multidimensional

measurement of poverty. This approach is based

on a framework recently developed by the University of Melbourne and the
Brotherhood of St Laurence to measure deprivation in Australia. The approach
recognises that experiences of disadvantage are broader than income poverty.
This is consistent with Sen’s notion of capability deprivation.®

This framework aims to capture the extent to which individuals are able to
fully participate in social and economic life based on 21 indicators from seven
domains:

1. Material resources;
2. Employment;

3. Education and skills;
4. Health and disability;
5. Social;

6. Community; and

7. Personal safety.

A summary measure of poverty is derived from these indicators using a sum-
score method.'® It takes values in the interval [0,7] where O corresponds to the
highest level of deprivation.!” As in the case of income, we assume that an indi-
vidual’s level of multidimensional poverty is also determined at the household
level. Each individual is assigned the average level of poverty of the household
using levels of deprivation of household members. Unlike income poverty, there is
no official threshold to identify those who are poor according the multidimensional
measure.

For the present analysis we will use a threshold equal to one. This is the value
used to identify social exclusion in the Social exclusion monitor bulletin run by the
University of Melbourne and the Brotherhood of St Laurence.™®
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The analysis initially sought to look at two aspects of the dynamics of poverty
related to the duration of poverty and non-poverty spells:

1. The likelihood that a particular spell lasts beyond a specific time (i.e. survival
rate); and

2. The rate at which spells finish after a given period (i.e. hazard rate).'

SURVIVAL RATES OF POVERTY
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Note: Survival rates computed using the all and new samples of spells. The category all includes all spells regardless of whether the
start of the spell is observed or not. New spells are those whose start is observed in the data excluding, therefore, all the spells that were
already in progress when the individual joined the panel.

Source: Authors’ calculations based on HILDA data.
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Note: Hazard rates computed using the all and new samples of spells. The category all includes all spells regardless of whether the start of
the spell is observed or not. New spells are those whose start is observed in the data excluding, therefore, all the spells that were already
in progress when the individual joined the panel.

Source: Authors’ calculations based on HILDA data.
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The survival rates shown in Figure 1 indicate that a significant proportion of
poverty spells are exited within the first two years. Based on the sample of new
spells, it is estimated that more than 40 per cent of the spells conclude before the
end of the second year regardless of the definition of poverty adopted. However,
our results also show that there are groups in Australia for which poverty seems
to be a permanent condition. In fact, we find that

about 15 and 12 per cent of both income and mul-

tidimensional poverty spells, respectively, are still

in progress after 11 years. Our estimates clearly

suggest negative duration dependence: the longer

a person spends in poverty, the less likely they

are to exit. For both income and multidimensional

poverty, the exit rate in the second year is around

40 per cent. This probability steeply declines with

the time individuals remained in poverty. The exit

rate after three years in poverty is below 20 per

cent and after that it continues to fall so that the exit rate for those who remain
more than seven years in poverty is generally below 10 per cent.

Comparison of hazard rates (refer to Figure 2) using the sample of all spells with
the sample including only new spells demonstrates the problem of bias using
the former approach. Larger hazard rates for both income and multidimensional
poverty can be observed based on the sample of new spells than those derived
using the sample of all spells due to the bias effect observed by Heckman and
Singer.2°
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Note: Survival rates computed using the all and new samples of spells. The category all includes all spells regardless of whether the start of
the spell is observed or not. New spells are those whose start is observed in the data excluding, therefore, all the spells that were already
in progress when the individual joined the panel.

Source: Authors’ calculations based on HILDA data.
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HAZARD RATES OF NON-POVERTY
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Note: Hazard rates computed using the all and new samples of spells. The category all includes all spells regardless of whether the start of
the spell is observed or not. New spells are those whose start is observed in the data excluding, therefore, all the spells that were already
in progress when the individual joined the panel.

Source: Authors’ calculations based on HILDA data.

The analysis of non-poverty spells (refer to Figure 3) suggests the existence of
significant poverty recurrence. Using information from the sample of new spells,
we find that about 27 and 23 per cent of those who exit from income or multi-
dimensional poverty, respectively, return to poverty between one and two years
after exit. Estimates of the survival function also indicate that an important propor-
tion of the exits from poverty observed in the data lead to relatively long periods
out of poverty. In fact, more than 35 per cent of those who exited do not return
to poverty within the first 11 years. The time individuals spend out of poverty after
an exit influences the probability of falling back into it. Indeed we find evidence of
negative duration dependence as the risk of returning to poverty declines with the
time spent out of it.

Estimates of the hazard functions (refer to Figure 4) based on new spells suggest
that the re-entry hazard rate between years one and two for income and mul-
tidimensional poverty is 27 and 23 per cent, respectively. This hazard rate falls
to below 10 per cent after being four years out of poverty. This highlights the
importance of remaining out of poverty for reducing the risk of falling back into it.

The empirical hazard and survival functions discussed in the previous section
relate to the whole sample population. They therefore provide little insight into the
variability of spell lengths across groups or the impact of particular characteristics
on the duration of poverty and non-poverty episodes, including:

¢ |ndividual characteristics, such as sex, age, educational attainment, whether
born in an English-speaking country, current labour market status and employ-
ment experience;
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e Household characteristics, including family type, housing tenure, presence of
someone with a disability or poor health ' and whether any member of working
age in the household has a job??; and

® Place characteristics, including the unemployment rate of the statistical area
and level of social and economic disadvantage or advantage of the area in
which the person lives.?

To study these issues, we use duration models where the poverty exit and re-
entry hazard rates are expressed as a function of the duration of the spell and
other relevant socioeconomic characteristics.

Given the interval-censored nature of our data, we estimate a complementary
log-log model?* of the hazard function with the following parametric form:

ht,X) = 6(t) + B’X + €, (1)

In this form:
e h(t,X) is the hazard function;

e 0(t) and B are the vector of parameters that capture the effect of duration and
socioeconomic covariates of the hazard rate; and

® ¢ is a random variable used to account for unobserved heterogeneity, which is
assumed to be distributed according to a gamma distribution.

To assess the impact of time and socioeconomic characteristics on the probabil-
ity of moving out of poverty, we estimate model (1) using the sample of poverty
spells, whereas the impact of those variables of the risk of re-entry is estimated
using information on non-poverty spells.®

For the regressions, we model the duration of spells using a set of duration-inter-
val dummy variables that includes one for each of the first five years and one for
durations of six years or more. The matrix of covariates X includes multiple socio-
economic variables expected to influence poverty and non-poverty transitions.

It was found that the following factors influence poverty exit and re-entry:

1. Age: Table 1 shows the estimation results for the poverty exit and re-entry
hazards for both the income and the multidimensional measures of disad-
vantage. Our estimates based on poverty spells show that the probability of
moving out of poverty is not the same for all age groups. In particular, people
aged 65 and over are less likely to exit poverty than other groups. The hazard
rates for this group are only 68 and 69 per cent of the hazard rate for those
aged between 35 and 44. Older people are also more likely to return to poverty
soon after an exit. In fact, there is a clear age gradient with the risk of re-entry
increasing as individuals age. The re-entry hazard rates for income and mul-
tidimensional poverty for those who are 65 and over are 44 and 18 per cent
larger, respectively, than those of the reference group.
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2. Education and employment: Individuals’ educational attainment and engage-
ment in the labour market affect the chances of moving out of poverty and the
risk of falling back into it after exit. Highly educated groups have larger exit
hazard rates and lower re-entry rates than the reference group. The opposite
is true for those with low levels of education (Year 11 or below). Compared
with other groups, long-term unemployed have longer episodes of income
and multidimensional poverty. The exit hazard rates for this group are only 40
and 64 per cent of the hazard rate for those who are full-time employed. The
long-term unemployed also have a greater chance of re-entering poverty after
exit as suggested by the large values of the hazard ratio for both income and
multidimensional poverty of 2.4 and 2.5 respectively.

3. Household characteristics: Household characteristics also play an important
role in explaining the dynamics of poverty and non-poverty spells. In particu-
lar, being part of a household where no member
of working age is working or a household where
at least one member has some disability or long-
term health condition significantly affects both the
probability of exit and re-entry. For instance, the
exit hazard rate in the case of income poverty
for those living in a jobless household is just 70
per cent of that of non-jobless households. This
group is also at higher risk of falling back into
poverty after an exit: the hazard rates of re-entry for income and multidimen-
sional poverty are, respectively, 78 and 52 per cent larger than those of other
households.

4. Place and housing: The socioeconomic characteristics of the area in which
individuals live influence the duration of poverty and non-poverty spells. In fact,
we find that those living in the most disadvantaged areas as defined by the
Socio-Economic Indexes for Areas (SEIFA) have lower exit and higher re-entry
hazard rates than those living in other areas. Indeed, individuals from areas in
the bottom quintile of the SEIFA have poverty exit hazard rates that are only
75 to 79 per cent of the hazard rate of those living in the most affluent areas.
Public housing tenants are more likely to have longer episodes of poverty than
those in other forms of housing. This is because people living in public housing
have lower poverty exit hazard rates and also higher re-entry rates than other
groups.

5. Time: The time spent in and out of poverty affects the duration of poverty and
non-poverty spells. Our estimates of the hazard rates based on poverty spells
indicate that the probability of exit from poverty declines with the time spent
in poverty: the exit hazard rates for those who have been in poverty for six or
more years in the case of income and multidimensional poverty are, respec-
tively, only 24 and 18 per cent of those observed in the first year. Similarly, the
risk of falling back into poverty reduces as the time out of poverty increases.
Indeed, the re-entry hazard rate during the second year out of poverty is
about 60 per cent of that observed in the first year, and this rate falls to around
30 per cent after being out of poverty for six or more years.
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LOG-LOG MODEL OF THE POVERTY AND NON-POVERTY HAZARD FUNCTIONS

Sex (ref=male) 1.12 3139 1.08 1.85 0.71 —7.53 0.72 -5.85

Age (ref=35-44)

Under 25 1.18 2.92 0.96 -0.56 0.47 -10.33 0.44 —7.94
25-34 1.25 3.85 1.06 0.75 0.52 -8.95 0.61 =532
45-54 113 2.25 0.99 -0.17 0.76 -3.89 0.80 —2.71
5564 1.03 0.40 0.80 —2.59 0.97 -0.38 1.01 0.14
65+ 0.68 —4.66 0.69 -3.79 1.44 3.88 1.18 1.47

Educational attainment (ref=intermediate™*)

High 1.23 4.30 117 2.40 0.65 —6.30 0.73 =352
Low 0.95 -1.62 0.86 -3.76 1.13 2.83 1.19 3.24
Born in a non-English speaking 0.81 —4.62 0.78 —4.22 1.07 1.15 1.03 0.38

country (ref=born in an English
speaking country)

Job experience (years) 1.00 2.92 1.00 214 0.98 -8.22 0.99 -5.90

Labour status (ref=employed full-time)

Employed part-time 0.80 —4.92 1.01 0.15 1.62 8.12 1.39 4.49
Unemployed 0.67 -4.58 0.96 -0.46 2.42 8.89 1.84 3.97
Long-term unemployed 0.40 -5.12 0.64 -2.38 242 4.25 2.51 2.99
Out of the labour force 0.63 -7.90 0.72 —-4.64 1.98 10.15 1.62 5.99
Unemployment rate of 0.98 -1.40 1.00 0.31 0.77 1717 0.79 -12.33

statistical area

Jobless household*** 0.70 —6.43 0.79 -3.67 1.78 9.56 1.52 5.09
(ref=non-jobless household)

Disability at home (ref=household 0.87 —4.26 0.80 -5.33 1.10 2.39 1.38 6.44
with no disability)

SEIFA index**** quintile (ref=top quintile)

Bottom quintile (most 0.79 —4.56 0.75 —4.37 1.10 1.52 1.08 0.97
disadvantaged)

Second quintile 0.87 -2.83 0.75 -4.12 1.02 0.34 0.79 -2.80
Third quintile 0.89 -2.26 0.90 -1.52 0.96 -0.69 0.83 -2.14
Fourth quintile 0.89 -2.15 0.87 -1.93 0.74 -4.30 0.79 —2.69
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LOG-LOG MODEL OF THE POVERTY AND NON-POVERTY HAZARD FUNCTIONS

Family type (ref=couple with no children)

Couple with children 112 1.60 1.23 2.37 0.72 -3.79 0.63 —4.04
Lone parent 1.05 0.63 0.91 -0.97 0.80 -2.25 0.62 -3.62
Single 0.83 -4.58 0.83 -3.44 1.06 1.02 0.90 -1.48
Other 1.06 0.95 0.99 -0.14 0.72 —4.24 0.77 -2.92
Household with dependent 1.01 0.08 0.91 -1.19 1.25 2.70 1.16 1.33

children (ref=household without
dependent children)

Housing tenure (ref=owner with mortgage)

Outright owner 1.05 0.97 1.15 2.51 0.96 -0.74 0.85 -2.30
Private renter 1.03 0.57 0.96 -0.77 0.90 =1.77 0.93 -1.00
Public housing 0.68 —4.77 0.81 -2.13 1.63 &Y 1.19 1.59
Other 0.88 —2.04 1.01 0.16 1.02 0.23 1.01 0.09

Duration of the spell (ref=one year)

2 years 0.71 -8.37 0.78 -5.05 0.68 -8.44 0.67 —6.74
3 years 0.53 -10.18 0.60 -6.52 0.54 -10.07 0.46 -9.32
4 years 0.48 -8.98 0.45 —-6.79 0.50 -9.19 0.43 -8.21
5 years 0.32 -9.65 0.48 -4.90 0.45 -8.40 0.46 —6.58
6+ years 0.24 -11.15 0.18 —7.28 0.33 -11.21 0.29 -9.37

Source: Authors’ calculations based on HILDA data.

Notes: Estimates derived using the sample of new spells that includes only those spells whose start is observed in the panel. Thus, the results based on the sample of poverty spells
inform us about the probability of exiting poverty once individuals start a poverty spell, whereas estimates for non-poverty spells are informative about the risk of falling back into
poverty after an exit from poverty has occurred.

* We report exponentiated coefficients which are equal to the hazard ratio. Thus, a value above (below) one indicates a higher (lower) risk of poverty exit and re-entry.

**The high education group includes those with a postgraduate education, graduate diploma or certificate, and bachelors. The intermediate group comprises those with advanced
diploma, diploma, certificate Il or IV, or Year 12. The low education includes those with Year 11 or less.

*** Jobless households are defined as those where all members of working age (15 to 64) are not working.

****\We use the SEIFA2011 index of socioeconomic advantage and disadvantage that assigns smaller (larger) values to the most disadvantaged areas.
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The findings provide an important map of the contours of poverty in Australia. We
know that people who have experienced poverty in the past are more at risk of
entering poverty than those who have never experienced poverty and the longer
people remain in poverty, the less likely they are to escape. The findings also point
to the breadth of factors that influence the likelihood of exit from, or re-entry into,
poverty and indicate areas requiring further research.

The results highlight individuals and groups that are more vulnerable to falling into
poverty and are more likely to remain poor, or churn in and out of poverty. These
include older Australians and the long-term unemployed, households affected by
joblessness and disability (not just individuals with disabilities themselves), and
people living in highly disadvantaged areas and public housing.

These findings also have significance for policymakers. However, caution must
be exercised in interpreting these results. While this form of analysis enables
examination of discrete socioeconomic variables, reality is rarely so simple.
Many individuals and households are likely to face multiple factors influencing
their experiences of disadvantage. More research is necessary to understand
how these factors intersect and shape the experience of poverty. Some of these
variables also require further unpacking. For example, the notion of joblessness
itself encompasses a wide range of family and household types: single parents,
couple-headed households and other

household structures. The reasons

for joblessness also vary, for instance,

unemployment is different from being

out of the labour force due to disabil-

ity and caring responsibilities. Further,

correlation is not causation. The term

‘jobless’ simply recognises a common

factor among poor households but it tells us little about the complex causal
factors underpinning these experiences and it doesn’t directly point to appropri-
ate policy responses. These are issues that will require further investigation.

Estimates of the survival function also indicate that an important proportion of
the exits from poverty observed in the data lead to relatively long periods out of
poverty. In fact, more than 35 per cent of those who exit do not return to poverty
within the first 11 years out of it. Further investigation is needed to understand the
factors enabling some individuals and households to move out and stay out of
poverty over time.

The evidence of some individuals and households churning in and out of poverty
also points to areas for which further research and policy development is needed
— looking at ways to keep people out of poverty rather than simply exiting poverty
at a point in time — despite the fact that most government and other outcomes
measures are set up in this way. This might require a shift in policy focus towards
employment retention and advancement rather than simply emphasising moving
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into paid work. A longer-term perspective looking at sustained, progressive
employment across the life span may also be necessary — with other research
indicating that higher incidences of poverty among older people, especially
women, is “rooted in the quality of their employment histories”.?

Challenges for policymakers arising out of understanding poverty from a dynamic
perspective include:

e How to target policies or interventions to assist those experiencing deep or
persistent poverty;

e How to protect against shocks or triggers that see people enter spells of
poverty; and

* How to safeguard against recurrent poverty for those who have moved out of
poverty but who are at greatest risk of re-entry.

This may require a shift in perspective towards understanding individuals in the
context of the life span rather than as part of a cohort at a point in time.

It is also useful to remember that the translation from evidence to policy is
complex. In reflection on his roles as both dynamics researcher and senior welfare
policymaker in the Clinton Administration, David Ellwood observes that dynamics
analysis alone cannot guide policy unless accompanied by a set of values regard-
ing social support and social responsibility. He adds:

“A second concern is that the rich and important nuances of research are lost in the
translation to policy. One of the most important lessons of dynamic research is the
extreme heterogeneity of the population. People’s lives and loves are complicated
and filled with unexpected setbacks and successes. But in a political world of sound

bites and short attention spans, simple tends to win out.”?”

Notwithstanding the challenges Ellwood identified, longitudinal data and analy-
sis is critical to understand the dynamics of disadvantage. Further research is
required, bringing together different data sources and methodologies. It is recog-
nised that data sources such as HILDA are often unable to adequately represent
the most disadvantaged, and it has been suggested that administrative data have
the potential to provide new knowledge to inform researchers and policymak-
ers about deep and persistent disadvantage.?® Further, panel surveys are limited
by the scope of the questions they can ask. Developing longitudinal qualitative
research into the dynamics of poverty could enable exploration of the complex
factors influencing individual and household transitions, and it may provide insight
into the perspectives of those experiencing poverty as an everyday reality.

This paper uses unit record data from the HILDA Survey. The Australian Government Department
of Social Services (DSS) initiated and continues to fund The HILDA Project, which is managed
by the Melbourne Institute of Applied Economic and Social Research (Melbourne Institute). The
findings and views reported in this chapter, however, are those of the authors and should not be
attributed to either DSS or the Melbourne Institute.
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Anne Hampshire has over 20 years’ experience working across the
community and government sectors, including at national, state,
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Anne has researched and written in a range of areas, including

children, young people and families, unemployment, social capital

and rural and regional communities.

Anne has contributed to the development of a range of initiatives aimed at addressing

disadvantage, including for young people, families and communities.

Education is a predictor of individual and national
wellbeing

Educational attainment is an important predictor of an individual’s future employ-
ment, health and welfare prospects.! Young people who do not complete Year
12 or equivalent are at risk of a lifetime of economic and social disadvantage.
Conversely, there is a positive correlation between increased individual learning
and a reduction in the risk of future unemployment and long-term disadvantage.?

Data shows that across childhood and into early adulthood, significant propor-
tions of young Australians are not developing the skills, knowledge, attitudes and
behaviours to enable them to fully participate in the complex economic and social
environment of the 21st century. For example:

¢ One in three children living in Australia’s most disadvantaged communities start
school behind on one or more key areas of development, such as language and
cognitive skills, communication skills or social competence?;

¢ Around one in five (19.3 per cent) Year 3 Aboriginal and Torres Strait Islander stu-
dents did not meet the National Assessment Program — Literacy and Numeracy
(NAPLAN) minimum numeracy standard?;
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¢ Fourteen-and-a-half per cent of Year 9 students whose parents’ highest level of
education was Year 11 or below did not meet the NAPLAN minimum reading
standard®; and

* There is a 20 per cent difference in the proportion of young people from low
socioeconomic backgrounds and those from high socioeconomic backgrounds
who attain Year 12 or equivalent (73.7 per cent compared with 93.2 per cent).®

Young people’s poor educational achievement has contributed to 41.7 per cent of
17 to 24-year olds from low socioeconomic backgrounds not being fully engaged
in work or study.” These young people are at risk of long-term disadvantage, with
negative consequences not only for themselves but Australia as a whole.

Australia’s economic prosperity relies heavily on its existing and potential stock
of human capital. Current and predicted future employment markets have fewer
lower skilled roles and an increasing emphasis on knowledge, innovation and
workplace safety. Nations with large proportions of their adult population with low
reading and numeracy skills are likely to be hampered in introducing productivity-
improving technologies. This will stall improvements in national living standards.®

Skills development is cumulative, with success at each stage of life greatly
enhancing the chances of success at the next stage.® If crucial skills, knowledge,
attitudes and behaviours are not developed across childhood and adolescence,
they become increasingly difficult and expensive to address later.

Given the relationship between education and later outcomes, improving the
educational outcomes of disadvantaged children and young people is the most
cost-effective approach to breaking the cycle of

long-term disadvantage and welfare dependency.

Investment in this area is far more efficient than later

outlays on income support and remediation efforts

targeted at building the skills of adults who are unable

to secure employment or participate in society more

broadly.

Improving disadvantaged children and young peo-

ple’s educational outcomes is an early intervention

approach. Such approaches aim to mitigate factors

that may place children at risk of poor outcomes or

prevent an emerging problem from getting worse. For example, a program sup-
porting young children who are struggling with literacy is an example of early
intervention. The aim is to address a gap in an area that is important for edu-
cational achievement before they fall too far behind their peers and the problem
becomes more difficult to tackle.
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It is now understood that the early years of a child’s life are important for laying
the foundations for cognitive functioning, behavioural, social and self-regulatory
capacities, and physical health.'® However, it is not just the early years of a child’s
life that affect their lifelong educational, health and wellbeing outcomes.

Research by Nobel economist James

Heckman and his colleague Flavio

Cunha shows that for disadvan-

taged children, steady human capital

investments throughout a young per-

son’s life, rather than a concentration

of support at only one stage, such as

preschool or adolescence, pay the greatest dividends. When investments are bal-
anced throughout a young person’s childhood, there is a positive impact on high
school and university graduations, and a reduction in welfare dependency and
involvement with the criminal justice system.

As well as providing support across a young person’s life, a range of factors
affect their development. These factors need to be considered in efforts aimed at
improving education, health and wellbeing. These include:

e Personal characteristics such as social skills, intelligence and attitudes;

e Family, such as their parents’ engagement in their learning and the resources to
which they have access;

e Peers, including their attitudes to education, aspirations and risk-taking
behaviours;

e The learning and care institutions they attend, such as school and early learning
and care settings; and

e The community in which they live and the social and economic resources avail-
able there, the presence of role models and the level of community cohesion.'?

These factors help shape a child’s likely pathway or trajectory through life.
However, that pathway is not immutable and challenges in one area can be offset
by additional support in another. These trajectories can be influenced by provid-
ing the right support at the right time and in turn help prevent disadvantage from
continuing across generations.
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The Smith Family is a national charity and its mission is to create opportunities for
disadvantaged young Australians by providing long-term support for their partici-
pation in education. Informed by the research showing education is essential to
addressing entrenched disadvantage, The Smith Family’s Learning for Life schol-
arship program is an early intervention approach. It aims to support children and
young people from low-income families to achieve educationally and as a result,
be able to transition to post-school employment, training or further education.

Learning for Life supports children and young people to acquire the skills, knowl-
edge, aspirations and behaviours necessary to succeed at school and beyond.
Given the evidence of Heckman and others of the importance of long-term
support, young people can commence on the scholarship in their first year of
school and continue on the program through to tertiary studies. Further, in
response to research highlighting the multiple influences on children’s outcomes,
Learning for Life operates within the context of the young person’s individual
characteristics and needs, their family, the school they’re attending and the com-
munity in which they live.

Learning for Life has three integrated components that provide financial, relational
and programmatic support as shown in Figure 1:

1. A modest biannual payment is made to families to help them cover educa-
tion-related expenses, such as books, uniforms and excursions. For school
students, the payment ranges from just over $400 per year to less than $700
per year, depending on the student’s year level.

2. A Learning for Life Program Coordinator (The Smith Family staff member) who
works with the family to support their child’s long-term participation in edu-
cation. The Coordinator helps the family to overcome any barriers to strong
school attendance and achievement that their child may face.

3. Access to a range of programs from the early years to the tertiary level to help
ensure the young person is engaged in education and their parent/carer is
supporting this participation. These include literacy and numeracy programs,
learning clubs, mentoring and career activities. These short-term programs
target different stages of a young person’s life as well as providing support to
their parents, as shown in Figure 2. They aim to build the skills, knowledge,
attitudes and behaviours that support educational achievement.
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FIGURE 1
THREE COMPONENTS OF LEARNING FOR LIFE

Relationship
with a
Financial support Learning for Life
Program
Coordinator

Access to
educational programs

from early years
to tertiary level

PARENT AND COMMUNITY ENGAGEMENT

The principles of parent and community engagement underpin Learning for Life
(refer to Figure 1). The emphasis on parental engagement is because research
shows that parent involvement in their child’s learning has a significant effect
on educational achievement and adjustment. This is true even after all other
factors, such as parent education and poverty, have been taken into consider-
ation.”™ Parental engagement has a significant effect on achievement across
the various stages of a young person’s development. There are many forms of
parental involvement, but it is the ‘at-home’ relationships and modelling of aspira-
tions that play the major part in affecting school outcomes.' This helps the child
develop a pro-social and pro-learning self-concept, and to have high educational
aspirations.'®

For a range of reasons and despite a desire to be actively engaged in their child’s
learning, many disadvantaged parents and carers need support in this area. They
may lack confidence or be uncertain about how to support their child’s learning;
they may have a poor educational history themselves, including their engage-
ment with schools; they may have limited English language skills, or come from
a country where the educational system does not encourage parental engage-
ment. The Learning for Life program, particularly through the development of
an ongoing relationship between the family and their Learning for Life Program
Coordinator, seeks to influence the home learning environment and support
parents and carers to be positively engaged in their child’s education.

The implementation of Learning for Life also involves partnerships with a range
of community, education, business, philanthropic and government organisations.
These partnerships harness diverse resources and supports coordinated to
support the goal of improving the educational outcomes of disadvantaged young
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people. Community engagement recognises that no one organisation will have all
of the resources and expertise needed to improve the long-term outcomes of dis-
advantaged children and young people. It also contributes to more efficient and
effective support of young people, reducing the likelihood of gaps or duplication
in meeting young people’s needs.

PROGRAMS AT DIFFERENT STAGES OF A YOUNG PERSON’S LIFE

There are two key criteria for families on the Learning for Life program:

1. They must be low income, as evidenced by them having a Health Care Card or
being on a pension; and

2. They must live in one of the 94 disadvantaged communities across Australia in
which The Smith Family works.

The second criterion reflects the importance of place or community in influencing
the lives of young people. It also enables the family to access a range of the
shorter programs identified in Figure 2, many of which are delivered through
schools.

The family enters into an agreement with The Smith Family that they will work
together to support their child’s long-term participation in education. Underlying
the agreement are the principles of mutual responsibility and high expectations
regarding school attendance, school completion, and post-school engagement
in employment or further education. The agreement formally acknowledges the
importance of a parent’s engagement in their child’s learning.
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Learning for Life supports around 34,000 children and young people from around
18,000 families each year. Around 5500 of these young people are from an
Aboriginal and Torres Strait Islander background. Approximately 1500 of all young
people on the program are studying at tertiary level, with the balance fairly evenly
divided between primary and secondary school.

Over half of the families are single parent and close to 70 per cent of parents and
carers are not in paid employment. A third of the families speak a language other
than English at home and a similar proportion of households have six or more
people living in them. Residential and school mobility is a reasonably common
characteristic.

A key consideration for programs aiming to intervene early and prevent
entrenched disadvantage is that they target and are able to reach and retain
young people and families who are likely to have poor outcomes without addi-
tional support. Research shows that after controlling for differences in school
achievement, many individual and family characteristics are associated with differ-
ences in educational outcomes.

On average, students who live in families in which there is parental unemployment
and low levels of parental education, or who come from an Aboriginal and/or
Torres Strait Islander background, have lower rates of school attendance, poorer
academic achievement and lower Year 12 attainment rates than their peers.'®

Table 1 compares key demographics for Learning for Life students attending 50
low socioeconomic schools in New South Wales with that of their peers in the
same schools. It highlights that even within disadvantaged schools, as a group,
Learning for Life students are more disadvantaged than their peers on the key
variables of Indigeneity and parent and carer education, and employment. The
program is clearly successfully targeting and engaging families whose children
may be at risk of not achieving educationally without additional support.

DEMOGRAPHICS OF LEARNING FOR LIFE STUDENTS IN NEW SOUTH WALES COMPARED
WITH THEIR PEERS

Aboriginal or Torres Strait Islander 14.3 24.7
background
Parent/carer Year 12 completion or 80.3 39.4

post-school education
Parent/carer university education 125 3.4

Parent/carer employed 79.0 18.4

* Sample of 50 low socioeconomic schools with 30 or more Learning for Life students
Note: The NSW Department of Education and Communities provided data to enable The Smith Family to undertake this analysis.
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Given the research showing the importance of providing support for disadvan-
taged young people over different stages of their development, a key attribute for
programs aiming to address entrenched disadvantage is their capacity to sustain
participants’ engagement over time. Over half of the secondary students who are
on the Learning for Life program have been participating for five or more years,
indicating its success in keeping highly disadvantaged families engaged in sup-
porting their child’s education.

In 2012, The Smith Family commenced tracking three key longer-term outcomes
of Learning for Life:

1. School attendance;
2. School completion; and
3. Post-school engagement in employment, education and training.

These are outcomes that the Council of Australian Governments (COAG) identified
as important for all Australian children and young people.'” In addition, The Smith
Family measures the outcomes of its shorter-term

programs identified in Figure 2, such as its reading

program student2student. These shorter programs

aim to build young people’s skills and knowledge, and

influence their attitudes and behaviours. This provides

the foundation for keeping them engaged in school,

able to complete Year 12 or equivalent, and then

to transition to post-school employment or further

education.

Student2student, for example, is a peer reading

program targeting children in Years 3 to 8 who are up to two years behind in
their reading. The program matches them with trained reading buddies who are
at least two years older and are good readers. The program runs over 18 weeks
with the pair connecting over the phone two to three times a week for at least 20
minutes at a time. The young person reads to their buddy from books appropri-
ate to their reading level, which The Smith Family provides. The program aims to
improve the young person’s reading skills, confidence and motivation. In 2013,
more than 1100 young people participated in student2student and 95 per cent
improved their reading age over the course of the program.

Literacy is a core skill and young people who do not do well in this area are more
likely to become disengaged in school and struggle to complete Year 12. As with
the overall Learning for Life program, student2student is an early intervention
approach. It specifically aims to support the development of a young person’s
reading skills, and in turn to contribute to Learning for Life’s ultimate goals of
engagement in school, completion of Year 12, and transition to post-school
employment or further education.

57



The relationship between strong school attendance and academic achievement
is now well substantiated. Academic achievement declines as absence rates
increase, with the effect of absences also accumulating over time.'® High school
attendance rates are particularly important for young people from low socioeco-
nomic backgrounds, as more advantaged children, particularly in the primary
years, appear to have alternate and effective resources to help them achieve
learning objectives and ‘buffer’ them from the immediate effects of being absent
from school.™

Despite the importance of strong school attendance, relative disadvantage is
associated with poor attendance from the very beginning of formal schooling.
Attendance gaps between children from low and high socioeconomic back-
grounds are clear from the first year of school.?° This gap widens as young people
progress through school, particularly high school.

Those young people most likely to benefit from strong school attendance are, as
a group, least likely to be attending at high levels. Supporting disadvantaged chil-
dren to improve their attendance is therefore critical to improving achievement,
including Year 12 completion, and in turn setting them up to make positive post-
school transitions.

The average school attendance rates for Learning for Life students for 2012
and 2013 are shown in Table 2. These rates are broken down by primary and
secondary school, and for students from Aboriginal and Torres Strait Islander
backgrounds.

AVERAGE SCHOOL ATTENDANCE RATES FOR LEARNING FOR LIFE STUDENTS

Average attendance rate for primary 90.4 91.2
school students

Average attendance rate for secondary 84.6 86.0
school students

Average attendance rate for Aboriginal 85.2 86.9
and Torres Strait Islander students

Note: Attendance data are not collected in a consistent way across Australian states/territories and education systems. Therefore data
cannot be compared across jurisdictions. '
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The Smith Family is also monitoring the progression to Year 12 or equivalent and
the post-school engagement in employment, education and training of Learning
for Life participants. The proportion of Learning for Life students who were in Year
10 in 2011 and who advanced to Year 12 or its equivalent by 2013 was 62.5 per
cent, up from 60 per cent for the period 2010-2012.

Around 80 per cent of students who left the program in Years 10, 11 or 12 were
engaged in employment, education or training 12 months after leaving Learning
for Life. Sixty-two per cent were fully engaged (35 hours per week), while 18 per
cent were engaged fewer than 35 hours per week. Two-thirds of the 20 per cent
of former students who were not engaged in employment or study were actively
looking for paid work. One in seven of this group was also involved in volunteer
activities.

Given the level of disadvantage experienced by Learning for Life families, the
results for school attendance, progression to Year 12 and post-school engage-
ment in employment and further education show considerable promise. The fact
that the attendance and Year 12 completion outcomes have improved since 2012
is also promising. These improvements have been influenced by a range of strat-
egies that The Smith Family is implementing as part of its ongoing continuous
improvement approach. This included responding to analysis of its data showing
which families need additional support for their

child to achieve educationally.

Detailed analysis for example has highlighted that

Year 11 is a time of potential disengagement from

school for some students on Learning for Life.

As a result, The Smith Family is implementing a

range of strategies to support Year 11 students

and their families with the goal of ensuring they

complete Year 12 or equivalent. Similarly, analysis

year on year of individual Learning for Life student attendance rates has resulted
in a range of approaches being implemented to support families whose child is
struggling in this area.
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Key to Australia’s capacity to address entrenched disadvantage will be its ability
to develop evidence-informed policies and implement at scale, programsmmatic
responses that have been shown to be effective. A report commissioned by the
Review of School Funding?? examined the evidence of the impact on student
outcomes of the significant investment in programs aimed to support disadvan-
taged students. It noted, somewhat surprisingly, that there were insufficient data
available to establish to what extent existing programs were effective in reducing
the impact of disadvantage on educational outcomes. This was because few had
been evaluated and fewer still had been evaluated with student outcomes as a
focus. This was despite the estimation that

programs seeking to address educational dis-

advantage had a minimum national aggregate

funding of $4.4 billion in 2009-10.

If Australia is to address entrenched dis-

advantage, investment must be in those

initiatives for which there is an evidence base.

The evidence for early intervention, balanced

support across a young person’s life and

the multiple influences on their development, all provide direction for policy and
programs aimed at breaking the cycle of disadvantage. So too does the experi-
ence of organisations such as The Smith Family, which has been implementing
the Learning for Life program at scale in communities across Australia and refin-
ing the program based on ongoing evaluation. The longitudinal nature of this
evaluation is particularly important for informing public policy and programmatic
responses aiming to address longstanding gaps in educational achievement.

The relationship between education and lifelong economic and social outcomes is
clear. Higher levels of education are associated with economic benefits, including
increased employment opportunities and higher incomes. Higher levels of educa-
tion are also associated with better health, longer life expectancy, stronger civic
engagement and greater overall life satisfaction.?® Conversely, lower levels of edu-
cation are likely to contribute to long-term welfare dependency and entrenched
disadvantage.

There are currently around 638,000 dependent children and young people
in Australia living in jobless families.>* These young people are at risk of poorer
long-term economic and social outcomes. Improving the educational outcomes
of disadvantaged children is a cost-effective early intervention approach to
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addressing entrenched disadvantage. To be effective, such approaches need to
be sustained across the various stages of a young person’s development, and
take into account the multiple influences that affect positive outcomes.

The Smith Family’s Learning for Life program is an example of an early interven-
tion approach contributing to breaking the cycle of disadvantage. It is engaging
families whose children are at risk of poor educational outcomes and it is sus-
taining their engagement in Learning for Life over multiple years. The program is
seeing improvements in school attendance, Year 12 completion and post-school
engagement in employment or further education. It is currently being delivered at
scale in many communities across the country. A focus on continuous improve-
ment, including the use of data to improve program effectiveness, is a hallmark of
its implementation.

It offers considerable promise for a cost-effective and scalable approach to pre-
venting entrenched disadvantage.
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By June 2015, there will be around 730,000 Aboriginal and Torres Strait Islander
(Indigenous) Australians, making up around three per cent of the total Australian
population.!

In relative terms, Indigenous Australians are more likely to live in remote parts
of the country; in absolute terms, the Indigenous population is still quite urban
and regional.? There are also demographic differences in the median age of the
Indigenous population: 21.1 years compared with 36.8 years for the non-Indige-
nous population.®

According to Biddle and Wilson, “the focus of research and policy debate on
Indigenous Australians far exceeds their population size”.# This is partly due to
their unique and important position as descendants of the original inhabitants of
Australia, and acknowledged previous policy failure.
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HOUSEHOLD EQUIVALISED INCOME FOR INDIGENOUS AND NON-INDIGENOUS
AUSTRALIANS (2011)
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Source: Australian Bureau of Statistics, 2011 Census of Population and Housing

Another reason for the policy and research focus on the Indigenous population is
the relatively high rate of socioeconomic disadvantage. This is recognised by all
levels of government, with considerable resources devoted to measuring scale
and trajectory disparities between the Indigenous and non-Indigenous popula-
tion. The most recent Overcoming Indigenous Disadvantage report, for example,
runs to 3252 pages, breaking down data into 12 headline indicators and a range
of supplementary indicators.®

A useful summary of socioeconomic disadvantage is the equivalised income of
the household in which a person lives® (refer to Figure 1).

Indigenous Australians are more likely to live in a household with relatively low
equivalised income. Around 18.5 per cent of the non-Indigenous population, or
roughly the bottom quintile of the distribution, live in a household with equivalised
income of less than $20,799 per year ($400 per week). Proportionally, more than
twice as many Indigenous Australians (42.1 per cent) fall below this threshold. At
the other end of the distribution, 24.2 per cent of non-Indigenous Australians live
in a household with an equivalised income of $52,000 or more per year ($1000
per week) compared with 8.7 per cent of Indigenous Australians.

At a snapshot in time, Indigenous Australians are therefore more likely to live in a
relatively low income household and less likely to live in a high income household
compared with non-Indigenous Australians. This socioeconomic disadvantage
has not changed substantially since comparable data were first collected more
than three decades ago.”

This doesn’t tell us much, however, about entrenched disadvantage among
individuals or families. For this, we need longitudinal data and measures of
socioeconomic outcomes for a given individual at more than one point in
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time. If anything though, data from the Australian Census Longitudinal Dataset
(ACLD) show that socioeconomic disadvantage is even more entrenched for the
Indigenous population than the point-in-time snapshot would suggest.

Defining low income in 2006 or 2011 as living in a household with equivalised
income of less than $20,799 per year, 30.2 per cent of Indigenous Australians®
lived in a low income household in 2006 and 2011. This is almost three times the
proportion of non-Indigenous Australians (11.1 per cent). Defining high income
as living in a household with an equivalised income of $52,000 or more per year,
only 5.1 per cent of Indigenous Australians lived in a high income household in
2006 and 2011 (compared with 18.6 per cent).

Income dynamics further highlight this entrenched disadvantage. Of those
Indigenous Australians in a low income household in 2006, 44.2 per cent were
in a medium or high income household in 2011. The equivalent figure for the
non-Indigenous population is 56.2 per cent. Of those who lived in a high income
household in 2006, around 36.5 per cent of Indigenous Australians were no
longer in a high income household

in 2011, compared with 25.5 per

cent of non-Indigenous house-

holds. Across a five-year period, an

Indigenous person is not only more

likely to stay at the bottom part of

the income distribution, but is more

likely to fall out of the top of the

distribution.

One proximate cause of relatively low income for a given household is a low level
of employment. For most people, success in the labour market is the key route to
improved socioeconomic outcomes for themselves and their families. Using the
ACLD, 44.1 per cent of Indigenous Australians aged 25 to 54 were employed in
2006 and 2011 compared with 70.9 per cent of non-Indigenous Australians.

Employment transitions are again quite telling. Of those Indigenous Australians
aged 25 to 54 years who were not employed in 2006, only 31.6 per cent were
employed in 2011. By contrast, 42.8 per cent of non-Indigenous Australians
made the transition to employment.

Looking at those who were employed in 2006, 23.2 per cent of Indigenous
Australians were no longer employed, compared with 10.7 per cent of non-
Indigenous Australians. The Indigenous population is therefore more likely to stay
unemployed and to cease employment relative to the non-Indigenous population.
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Income and employment are important measures in their own right. Both bring
direct benefits to individuals and their families through increased access to eco-
nomic resources. There are also indirect benefits of income and employment or
— looking at it another way — indirect costs of entrenched disadvantage.

With colleagues, | estimated potential benefits if the Indigenous employment
rate equalled the non-Indigenous one. We were able to show that for the 2011
baseline year, “closing the Indigenous employment gap is estimated to result in
additional labour market earnings per year for the Indigenous population of $4821
million in 2011 dollars”.® This estimate can be thought of as the direct cost to
Indigenous Australians of relatively low employment outcomes.

There are also costs to the rest of the community. An Indigenous person who is
not able to obtain and maintain steady employment pays less tax across their
lifetime and is more likely to receive transfer payments.

We estimate that closing the employment gap would lead to a “total additional
income tax paid of $762 million ... (and) that the increased labour market earn-
ings reduce social security payments by $780 million per year”.'® That is, low
Indigenous employment outcomes have an additional cost to the taxpayer of
more than $1.5 billion per year.

This may seem relatively small in terms of a Commonwealth Budget that is
measured in hundreds of billions of dollars. However, the relative size of the
Indigenous population needs to be kept in mind (around three per cent of the
population), alongside the potential for that expenditure to be redirected to more
long-term developmental goals.

Many living in relatively disadvantaged households were children, particularly for
the Indigenous population. Focusing on data from the 2011 Census, 44.5 per
cent of the Indigenous population who lived in a household with equivalised
income of less than $20,799 per year were aged less than 15 years. Only 4.4
per cent were aged 65 years or older. Only 20.3 per cent of the non-Indigenous
population in low income households were children compared with 28.4 per cent
who were aged 65 years and older. This is a reflection in part of the population’s
demographic distribution, and of historically high fertility rates and low life expec-
tancy. There are simply more Indigenous children in relative terms. However, there
are also implications for future measures of disadvantage.

In Theory of Justice," John Rawls argues a just society is one in which a person
would choose to live if they knew everything about the distribution of outcomes
within that society but nothing about one’s own place within that distribution. The
corollary to this in terms of socioeconomic outcomes is that the circumstances
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of the household into which a person is born should have little bearing on the
circumstances of that individual into adulthood. Empirically, this is clearly not the
case in Australia, with Blanden'® placing Australia roughly in the middle of com-
parable countries. There is no comparable data for the Indigenous population.
There is, however, some data on what we might label “intergenerational educa-
tion transmission”.'

According to analysis of the 2009 cohort of the Longitudinal Survey of Australian
Youth (LSAY), 64.9 per cent of Indigenous students without a parent who had
completed Year 12 had either completed Year 12 themselves or were still a high
school student in 2012. In comparison, 73.3 per cent of those with a parent who
had completed Year 12 had completed themselves or were still studying. For
non-Indigenous students, it was 72.1 per cent and 82.6 per cent respectively.
There is a large and statistically significant gap in Year 12 completion or reten-
tion between Indigenous students with a parent who had completed Year 12 and
those without. This intergenerational transmission of educational disadvantage is
likely to be a long-term cost of current, entrenched disadvantage.

The data presented earlier shows quite conclusively that Indigenous Australians
have poorer socioeconomic outcomes than non-Indigenous Australians. This
doesn’t mean they are necessarily worse off using broader measures. In iden-
tifying costs of entrenched disadvantage for the Indigenous population, it
is necessary instead to look at measures of subjective wellbeing in and of
themselves.

In 2014, | had a paper published that analysed subjective wellbeing of the
Indigenous population, making comparisons with the non-Indigenous popula-
tion.” | found “Indigenous Australians

are less likely to report frequent periods

of happiness and more likely to report

periods of extreme sadness than the non-

Indigenous population”.

In relating these findings to costs of

entrenched disadvantage, it is worth

considering whether there are still differ-

ences between the two populations once

measures of socioeconomic outcomes

are controlled. In doing so, | found “while

the difference in happiness is no longer

significant once other characteristics are controlled for, the marginal effect is
still negative and large. Furthermore, Indigenous Australians are significantly
more likely to report periods of extreme sadness after controlling for a range of
factors.”'® Socioeconomic disadvantage explains some, but not all, of the differ-
ence in subjective wellbeing.
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One complicating factor is that income appears to have a weaker relationship
with subjective wellbeing for the Indigenous population compared with the non-
Indigenous population. In an analysis of this relationship, | show “a complex
relationship between wellbeing and income for the Indigenous population. For
some, in particular males living in non-remote Australia, there is a strong positive
association similar to other population groups. In remote Australia, the relation-
ship is less apparent.”'”

These results can be explained in two ways:

1. Those in remote areas and females in particular are less sensitive to income
than the non-Indigenous and non-remote Indigenous population; and/or

2. The extent to which people have access to their income varies.

Either way, the findings support the
ethnographic evidence that status
in many Indigenous communities is
derived from non-economic sources,
economic resources are shared widely
beyond the household and there are
other activities outside the mainstream
economy that support Indigenous
livelihoods.™®

The evidence on subjective wellbeing needs to be kept in mind when explaining
and responding to entrenched disadvantage, with many Indigenous researchers
and community leaders arguing for a more holistic approach to Indigenous policy
taking into account a broader set of Indigenous-specific and other measures of
wellbeing.™®

Entrenched disadvantage within the Indigenous community is both long-standing
and complex. Boyd Hunter has borrowed the term “wicked problem” to describe
this situation, or one that is complex and multidimensional.?® Hunter used the
cumulative causation concept to argue various domains of disadvantage have
the potential to reinforce each other, leading to an “unstable equilibrium”.?!

Given this complexity, there is considerable debate about the underlying causes
of disadvantage, let alone the most effective solution. Some arguments are sup-
ported by direct empirical evidence (quantitative and qualitative), some are driven
by theory and evidence from other contexts, while some arguments, it must be
said, are driven by ideology.
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I will discuss evidence for five possible causes and their related policy responses:
1. Education, language and human capital;

2. Locational disadvantage;

3. Labour market and other discrimination;

4. Health, disability and caring responsibilities; and

5. Culture, social norms and behaviour.

These are not the only potential causes of entrenched disadvantage and a more
exhaustive list might include long-term government funding, incomplete recogni-
tion of land rights and native title, housing, and many others. Furthermore, while
these five potential causes are discussed separately, they are likely to have signifi-
cant interactions.

Much debate related to Indigenous policy is driven by the review undertaken by
mining magnate Twiggy Forrest and his review team.? When asked to look at
potential pathways to employment parity between Indigenous and non-Indige-
nous Australians, the review team identified the clear role education is likely to
play. The review states: “Given the fact that there is no employment gap, or dis-
parity, for first Australians who are educated at the

same level as other Australians, the full force of our

community leaders and governments must pack

behind the achievement of parity in educational out-

comes as a national priority.”?®

To test this claim and implications for government

policy, it is worth comparing an Indigenous per-

son’s employment outcomes with a non-Indigenous

person with the same observable characteristics.

That is, if you have two people of the same sex and

age with the same education and English language ability, but one is Indigenous
and one is non-Indigenous, are they as likely to be employed as one another? As
outlined in my response to the review, “the short answer to that question is no”.?
Specifically, | used the census to show:

“When you control for education, age, and self-reported English language ability and
focus on those who were not studying full time, there is a large and statistically sig-
nificant gap between Indigenous and non-Indigenous Australians in the probability
of employment. It is true that the gap reduces, but there is an employment gap for

first Australians who are educated at the same level as other Australians.”

The data suggests — and others have shown this?®® — education, English lan-
guage ability and human capital are important but not the only determinants of
Indigenous disadvantage. Recognising this is not the same as designing effective
policies to improve education and training outcomes.

70



The current focus of Indigenous education policy (at least at Commonwealth
level) is on school attendance — using carrots and sticks to make sure as many
kids as possible are attending school on a given day. Once again though, atten-
dance is important in explaining outcomes,? but it is not the only factor driving
poor education outcomes. Indeed, in my analysis of data from the 2009 LSAY,
| showed “school attendance data in the LSAY explain about 18 per cent of the
gap in maths (between Indigenous and non-Indigenous students), 21 per cent of
the gap in reading and 22 per cent of the gap in science.”?”

Other factors likely to explain attendance and differences in school success
beyond attendance include:

e FEarly childhood education;

e Teacher quality;

® School resources;

e Family background;

® Relevance of the curriculum;

e Experiences of racism and bullying;
e English language exposure; and

e Health and disability.

Indigenous Australians are more likely to live in remote parts of the country than
the non-Indigenous population. This has been used to explain Indigenous labour
market and socioeconomic disadvantage® — an Australian version of the spatial
mismatch hypothesis from the United States (US).2° There is some evidence for
this. For example, | showed that across 37 regions in Australia:

“There were three regions (Apatula, Jabiru-Tiwi and Nhulunbuy) where the Indigenous

population had an average disposable income that was less than $300 per week.
At the other end of the distribution, there were two regions (the Australian Capital
Territory and South Hedland) that had an average disposable income of more than
$700 per week.”

Apart from resource-rich areas, those Indigenous Australians living in relatively
remote parts of the country had a lower average income than those in relatively
urban ones (with regional areas falling somewhere in between).

There are two counterarguments to this focus on location as the cause of
entrenched disadvantage:

1. It has been shown using repeated censuses that there is greater socioeco-
nomic disadvantage among Indigenous Australians within every area in
Australia, even at a highly disaggregated level of geography.®! Indigenous
Australians are more likely to live in disadvantaged areas, but they are also
more likely to be disadvantaged than the rest of the population in the areas in
which they do live.
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2. There is some evidence that there are plenty of employment opportunities in
the areas in which Indigenous Australians live, they just tend to be taken up
by the non-Indigenous population. For example, | showed “when the average
number of jobs within the local area is divided by the total number of usual
residents aged 15 to 64 years” the 2006 Census data shows “Indigenous
Australians in fact live in areas that have a slightly higher number of jobs per
usual resident (0.689) than do non-Indigenous Australians (0.660 jobs)”.%?

Ultimately, from a policy point of view it doesn’t always matter whether employ-
ment or socioeconomic outcomes are worse for Indigenous Australians in remote
compared with regional or urban areas. What matters is whether outcomes of an
Indigenous Australian in a remote area would be improved by moving to a less
remote one. Evidence would suggest otherwise. | showed subjective wellbeing
(as opposed to socioeconomic outcomes) was higher for Indigenous Australians
living in remote areas compared with those in non-remote areas.®

Even using objective measures of socioeconomic status like employment,
analysis of ACLD would suggest that those Indigenous Australians who were not
employed in 2006 and who lived in a remote area were in fact slightly more likely
to be employed in 2011 if they stayed in a remote area than if they moved to a
major city.3*

This is not to say the cost of service provision isn’t higher in remote areas (and
regional ones to a lesser extent) and location doesn’t affect the quality and avail-
ability of health, education, transport and a range of other services. Modelling by
the Commonwealth Grants Commission shows it clearly does.®® Rather, to the
extent that locational disadvantage is an issue for individuals, evidence would
suggest the best policy response is to support labour markets in the areas in
which Indigenous Australians live and, perhaps more importantly, ensure as much
as possible that Indigenous Australians in those areas have the skills and capabili-
ties to take up those opportunities.

Altonji and Blank define labour market discrimination as “a situation in which
persons who provide labour market services and who are equally productive
in a physical or material sense are treated unequally in a way that is related to
an observable characteristic such as race, ethnicity or gender”.%® Such defini-
tions work well for conscious discrimination resulting from personal animosity or
hostility towards another group. More recently, behavioural research has shown
that most prejudice is implicit and, perhaps even more surprisingly, that implicit
discrimination can have a more damaging effect on those who experience it.
Specifically, Hardin and Banaji define implicit prejudice as that which is “unwitting,
unintentional and uncontrollable”.®

Indigenous Australians report a high level of discrimination (refer to Figure
2). According to analysis of the response to the discrimination question in the
National Aboriginal and Torres Strait Islander Social Survey (NATSISS), there is
a strong overlap between the different settings.®® If a person felt he or she was
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DISCRIMINATION SETTINGS FOR INDIGENOUS AUSTRALIANS (2008)3
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discriminated against in one setting, they were quite likely to feel they were dis-
criminated against in another. In analysis of an alternative data source, it was
shown that Indigenous Australians are more likely to report they were discrimi-
nated against than non-Indigenous Australians (self-perceived discrimination),
and their income and employment chances are lower than a non-Indigenous
Australian with the same education and labour market characteristics (observed
discrimination).“® The recent Reconciliation Barometer also showed a high degree
of acceptance among the broader Australian population for the notion that
Indigenous Australians experience prejudice.*’

Those who feel they are discriminated against in the labour market may change
their job seeking behaviour or, in more extreme cases, drop out of the labour
market entirely. Those who experience discrimination are also likely to experience
negative health effects.> There is a real need, therefore, to support Indigenous
Australians who experience such discrimination — in essence, minimising the
harm. The first step is recognising nationally, and at the highest level, that:

a) Discrimination does occur;
b) It is harmful to the life chances of the Indigenous population; and
c) It is not the fault of the Indigenous population.

There is also a need to develop (and evaluate) programs that give Indigenous
Australians the tools to deal with and respond to discrimination. Bogart, Elliott et
al.** make a similar case in the US and argue the need to provide:

“Skills for realistically appraising and managing discrimination with adaptive coping
strategies ... and for avoiding maladaptive coping strategies that prolong distress
(e.g., anger or rumination, i.e., repetitively focusing on the situation) and that could

lead to longer-term health problems.”
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Reducing negative effects of discrimination on Indigenous Australians must,
however, include a focus on the attitudes and behaviour of non-Indigenous
Australians. Most employers and co-workers with whom Indigenous Australians
interact will be non-Indigenous. But, as argued in Hardin and Banaji*4, reductions
in prejudice will not be achieved by assuming that big changes can be achieved
by rooting out a few problematic individuals with highly objectionable views.
That is not where the evidence suggests the problem lies. Rather, “anybody is
capable of prejudice, whether they know it or not” and that “solutions should
focus on identifying the enabling conditions that call out prejudice and stereo-
typing across individuals rather than focusing on identifying the rotten apples.”
Shelton, Richeson, et al.*s argue that the evidence suggests this is most likely to
occur through interventions focusing on fostering intergroup relationships, making
people aware of their potential for intergroup biases and developing shared,
rather than oppositional, identities.

Labour market discrimination and locational disadvantage are examples of poten-
tial demand-side constraints on Indigenous employment that affect labour supply
decisions. However, more direct constraints have the potential to further entrench
Indigenous disadvantage. Specifically, Indigenous Australians are more likely to
suffer poor health and disability,*® and have greater caring responsibilities.*”

Data from the 2011 Census is once again instructive, as summarised in Figure
3. This figure gives the per cent of Indigenous and non-Indigenous males and
females aged 15 to 64 who were employed, broken down by whether they them-
selves have a disability and/or whether they provide care for someone with a
disability or condition related to old age.

Figure 3 shows that those with a disability are less likely to be employed than
those without a disability, as are those who provide care relative to those that do
not. However, within each category, Indigenous Australians are significantly less

EMPLOYMENT BY DISABILITY AND CARING (2011)
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likely to be employed than their non-Indigenous counterparts. This may be due
to the limitations of the disability and carer questions on the Census — Indigenous
Australians with a disability may have a more severe condition and those without
a disability may have other health constraints. Nonetheless, the results imply
disability and caring is a cause, but not the only cause of poor labour market out-
comes. Responses to entrenched disadvantage within the Indigenous population
need to pay particular attention, therefore, to labour market and other supports
for Indigenous Australians with disability and/or caring responsibilities, and be
flexible in training and work experience offered.

Indigenous Australians are rightly proud of the fact that theirs is the oldest living
culture on the planet, with ongoing attachment to land, language and law. The
wider community can also celebrate this. There is also strong empirical evidence
this cultural attachment enhances socioeco-

nomic outcomes and wellbeing.*® While this

evidence is cross-sectional, the associations are

at least positive. However, separate literature

views Indigenous cultural attachment as a cause

of negative behaviour rather than a positive force.

For example, Gary Johns* argued Indigenous

Australians “have paid a price because poli-

cymakers have restricted their choices to a sub-set of those available to other
Australians”® in the name of maintaining an authentic Aboriginal culture.

What does the evidence say about the relationship between culture and
entrenched disadvantage? Research in other contexts has shown that poverty
is most likely a cause of certain behaviours linked to certain cultural groups,
rather than culture being the cause of entrenched disadvantage. For example,
an emerging finding from experimental and other research is the profound nega-
tive effects on a person’s ability to make long-term decisions from the ongoing
stresses of poverty. This research is encapsulated in a quote from Sendhil
Mullainathan and Eldar Shafir:

“... the behavioural patterns of the poor may be neither perfectly calculating nor
especially deviant. Rather, the poor may exhibit fundamental attitudes and natural
proclivities, including weaknesses and biases, that are similar to those of people
from other walks of life. One important difference, however, is that in poverty there
are narrow margins for error, so that the same behaviours often manifest themselves

in more pronounced ways and can lead to worse outcomes...” ®'

Indigenous people experience a high degree of financial stress and this is likely
to negatively affect their ability to make long-term decisions reflecting their own
needs and aspirations. At the same time, there are legitimate concerns about
the effect of income support on people’s long-term behaviour. Passive welfare
or dependency is believed by some, prominently Noel Pearson®, to lead to lack
of incentives for Indigenous people to make the types of changes to behaviour
that will lead to long-term improvements for themselves, their children and their
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community. According to Pearson, writing with regard to Cape York: “Most eco-
nomic activity, including the operation of community enterprises, occurs within
the passive welfare economy, and is reliant upon government transfers.” Pearson
believes this form of economic activity is problematic because:

e Passive welfare is “an irrational economic relationship” as there are no obliga-
tions placed on the recipient;

e |tis a “method of governmental action” in that a superior power has all the rights
and responsibilities; and

e |t is “a mentality” that is “internalised and perpetuated by recipients who see
themselves as victimised or incapable”.®?

Emerging behavioural research documented in

Mullainathan and Shafir®* would suggest that

while reducing income support may create the

right incentives to change behaviour, it will also

place additional cognitive load on individu-

als that may make such behavioural change

less likely. There is, like in many areas of

social policy, a complex trade-off to be made.

Pearson recognises this trade-off and makes it

clear he is not “urging poverty as a solution to our social predicament”. Instead,
he argues “poverty needs to be overcome via the development of real economies
for our society and that we should utilise our welfare resources to develop an
economic foundation to our society (that is, Aboriginal communities in Cape York)
that is based on real principles”.%® This is a long-term goal. In the short-term, poli-
cies need to take into account the potential for the cognitive constraint identified
in Mani, Mullainathan et al®®. According to Vohs: “Paring down the sheer volume
of decisions that the poor must make — perhaps through defaults — and allowing
others to share in the decision-making process could help.”s”

A potential solution to behavioural impacts of welfare receipt and financial stress
is active support for Indigenous Australians to manage the income they receive.
This could reduce the effect of Indigenous poverty on people’s available stores of
self-control and affect the direction of expenditure. There is enthusiasm for such
a policy response within the Forrest Review.*® The problem is that the high-quality
evaluations of this type of “income management” have shown them to be both
expensive and largely ineffectual for long-term behavioural change. For example,
Bray, Gray et al show that “rather than promoting independence and the build-
ing of skills and capabilities, New Income Management in the Northern Territory
appears to have encouraged increasing dependence upon the welfare system”.°

One key finding from the evaluation was that people on Voluntary Income
Management (or those who opt into the program) are more positive than people
subject to Compulsory Income Management. Furthermore, the authors argue:

“There is some evidence to show that income management may be a successful
intervention when used as part of an individually tailored program for some indi-
viduals who have been specifically targeted as a result of their identified individual

vulnerability or problem such as child protection”.
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This contrasts with the blanket approach advocated by Forrest and implemented
in the Northern Territory. This gives a strong indication that an intervention
designed to bring about behavioural change that does not respect a person’s
autonomy and choices will be less well received and less effective than one allow-
ing individuals to opt in. Ultimately, good policy needs to be well designed, well
evaluated and well targeted to have any effect.

Another negative social norm used as an explanation for entrenched Indigenous
disadvantage is that which leads to exposure to the criminal justice system.
There is data to support this, with the Steering Committee for the Review of
Government Service Provision® reporting that after adjusting for differences in
population age structures, the rate of imprisonment for Indigenous adults was 13
times the rate for non-Indigenous adults. There are likely to be intergenerational
effects, with children who grow up in households affected by the criminal justice
system likely to find their own life chances constrained.®!

We must not assume the high imprisonment rates are culturally driven. Snowball
and Weatherburn use a range of empirical data to reject such assumptions.®? Like
with financial decision-making and poverty, it is as likely that entrenched disad-
vantage is a cause of high imprisonment rates instead of, or at least in addition
to, causality running in the opposite direction.®® In a separate analysis, | was able
to show using longitudinal data “those with lower levels of subjective wellbeing at
the start of the period are more likely to be arrested” (over one year) than those
with relatively high levels of wellbeing. Low education levels and low income also
had a strong predictive effect. Designing policy requires careful analysis of the
evidence and avoiding unsubstantiated causal assumptions.

This chapter aimed to summarise the data and research on:

e |evel and cost of entrenched disadvantage among the Indigenous population;
e Causes of entrenched disadvantage; and

e Possible policy responses.

The main conclusion from the results and

research is that the issue is complex, and there

is unlikely to be one single or dominant cause

of disadvantage. Education is important, as is

where people live. Discrimination, health, dis-

ability and caring are all likely to combine to

significantly affect hiring decisions (of employ-

ers) and labour supply responses. Preferences

of Indigenous Australians and development of

social norms and attitudes to work are also likely to play a part. Each issue alone
is not enough to explain employment and income differences between Indigenous
and non-Indigenous Australians.
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Such complex policy issues require a careful policy response with a long-term
perspective. This includes the best available evidence on what works, for
example, as summarised in papers available as part of the Closing the Gap
Clearinghouse.®* Indigenous communities are diverse and local conditions and
aspirations matter. Policies designed to reduce disadvantage need to be carefully
evaluated and developed in genuine collaboration with affected communities.

While focusing on the clear policy need, we shouldn’t ignore the many positive
stories and successes of Indigenous Australians. Some of these are well known
to the Australian public including David Gulpilil (film); Geoffrey Gurrumul Yunupingu
and Jessica Mauboy (music); Noel Pearson (law and advocacy); Professors
Marcia Langton and Mick Dodson (education/research); and Adam Goodes and
Cathy Freeman (sport). The Census and similar data collections can be used to
highlight gaps between Indigenous and non-Indigenous Australians and variation
within the population. They can also be used to highlight the scale of success.

In 2011, the Census counted around 148,000 Indigenous Australians who were
employed, including around 29,000 managers and professionals. There were
around 174,000 Indigenous Australians participating in some form of education
and training, from early childhood education through to trades, bachelor degrees
and post-graduate research. There were around 10,000 Indigenous Australians
counted as self-employed, potentially hiring many other Indigenous Australians.
These people have their own positive stories to tell and challenges they have
overcome. Policy should aim to support those things that work and learn from
those that don't.
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0. Living with mental iliness

Professor Lorna Moxham

This chapter explores how living with mental illness
can result in social and economic hardship, and takes
a look at policy responses to address mental illness.
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The term mental illness, as used in this chapter, is inclusive of mental disorder(s)
and encompasses a wide range of mental health and behavioural issues. A
mental illness is a clinically diagnosable set of symptoms or behaviours associ-
ated with distress and with interference with personal functions. Mental illness
can significantly interfere with a person’s cognitive, emotional and social abilities.

The most prevalent mental illnesses are depression, anxiety and substance use
disorders. Not as prevalent, but often more severe, are mental illnesses such as
schizophrenia, bipolar disorder and schizoaffective disorder.

Anyone can develop a mental illiness. It does not discriminate and affects all ages,
gender, ethnicity and socioeconomic status. One in five Australians aged 16 to 85
years had a mental disorder in 2007, and almost one in two (or 7.3 million people)
had experienced a mental disorder at some point in their lives.? The rate of mental
illness was higher for men aged 16 to 34 years (23 per cent) and women aged 16
to 24 years (30 per cent) compared with older age groups.
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Mental illness can affect a person’s ability to interact successfully with their family,
friends, work colleagues and the broader community. It can cause significant
distress and disability, and can lead to isolation of, and discrimination against,
people who are affected.® Living with a mental illness and managing the chal-
lenges that come with it can mean that people with mental illness may not be
able to fully participate in the labour force. This affects the individual in terms of
personal income, social participation and self-esteem, but also has wider eco-
nomic impacts.

While Australia has experienced two decades of economic growth and rising
average incomes, people with mental illness are among the most disadvantaged
in society, with many experiencing social and economic hardship as a direct
result of their ilness.* Mental illness continues to be stigmatised, and services
and research continue to be under funded compared with other illnesses and
injury. Many people with a mental iliness live in a cycle of entrenched disadvan-
tage. Such disadvantage is not just about low income. It includes social isolation
and exclusion, diminished capabilities and deprivation. Diminished capabilities, a
measure of disadvantage identified by Amartya Sen, can translate into outcomes
such as inadequate income or education, poor health, low self-confidence and a
sense of powerless.®

If these ‘measures’ are applied to people with mental illness, we find:

e Social isolation and exclusion;
¢ Inadequate income;
e Poor health and premature mortality; and

¢ |Low self-confidence and sense of powerlessness.

People with long-term mental illness are among the most excluded in society.®
The idea that having a mental iliness contributes to ‘otherness’ has meant that for
centuries, exclusion from society has resulted.”

The full-time adult average weekly total earnings in May 2014 was $1516.90.8
The maximum rate of the Disability Support Pension (DSP) is $766 per fortnight
for a single person aged over 21 with no dependents. The Newstart Allowance is
$510.50 per fortnight for a person in the same circumstances. A person may also
be eligible for Commonwealth Rent Assistance of $119.40 per fortnight.

The Mental Health Council of Australia identifies the proportion of people
with disabilities receiving the DSP is 37.3 per cent (825,000 out of 2.2 million
Australians identified as having a disability).® At any given time, more than 3.2
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million Australians are estimated to experience mental illness, with 62 per cent
currently employed. Of these, there are an estimated 489,000 people living with
severe mental iliness.

In September 2013, there were 258,640 people receiving the DSP due to
psychosocial disability (31.1 per cent of total DSP recipients). This is less than
10 per cent of the total number of people living with mental illness in Australia.
Any changes in access to the DSP need to be carefully considered, particularly
for people with a mental illness who are already marginalised and live with stigma.

Mental iliness is associated with increased exposure to health risk factors, greater
rates of disability, poorer physical health and higher rates of death from many
causes including suicide.'® People with severe mental illness tend to, on average,
die earlier than the general population.”” There is a 10-to-25-year reduced life
expectancy in people with severe mental iliness with the vast majority of deaths
due to preventable chronic physical medical conditions such as cardiovascular,
respiratory and infectious diseases, diabetes and hypertension. Suicide is another
important cause of death. The mortality rate among people with schizophrenia is
two to two-and-a-half times higher than the general population.'2

The stigma associated with having a mental illness is a major contributor to low
self-confidence and a sense of powerlessness. Stigma and discrimination against
people with mental illness is a global problem and can lead to lower rates of help
seeking, under treatment and social exclusion.

The Australian Institute of Health and Welfare indicates that over $7.2 billion, or
$322 per person, was spent on mental health-related services in Australia during
2011-12, an increase from $282 per person in 2007-08." State and territory
specialised mental health services cost $4.5 billion, an average annual increase
of 4.3 per cent between 2007-08 and 2011-12. Most of this funding was spent
on public hospital inpatient services ($1.9 billion), followed by community mental
healthcare services ($1.8 billion).

In addition to the public sector, expenditure on specialised mental health ser-
vices in private hospitals was $333 million during 2011-12. The Australian
Government paid $906 million in benefits for Medicare subsidised mental health-
related services in 2012-13, equating to 4.9 per cent of all Medicare subsidies.
Expenditure on psychologist services (clinical and other) of $377 million made up
the largest component of mental health-related Medicare subsidies in 2012-13.
The Australian Government spent $788 million, or $34 per person, on subsidised
prescriptions under the PBS/RPBS during 2012-13, equating to 8.3 per cent of
all PBS/RPBS subsidies.
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The aforementioned costs are indicative of ‘running costs’. They don’t account
for indirect costs and personal costs to the person and/or their family. The annual
cost of mental illness in Australia has been estimated at something more like
$20 billion. This approximation includes the cost of lost productivity and labour
force participation.'® Significantly, mental illness has been identified as the leading
cause of healthy years of life lost due to disability.®

The care and treatment provided to people with a mental iliness has long been the
subject of inquiries and commissions, not only in Australia but across the globe.
Many of these inquiries have been on the basis of

mistreatment or perceived unprofessional behaviour.

To fix’ past issues and identify future directions

and approaches, mental illness has also been the

subject of numerous government and organisation

plans and strategies, nationally and internationally.

In many respects, Australia has led the way with

these initiatives. In 1992, the Australian Health

Ministers signed the first five years of a National

Mental Health Strategy. The strategy contained

a statement of Rights and Responsibilities of

Consumers (1991), the National Health Policy

(1992), the National Health Plan, and it outlined Commonwealth funding under
the Medicare Agreement. This was indeed a significant document. Given that
Australia was the first country to develop a national strategy for the modernisation
of mental health services, the National Mental Health Strategy (1992-1998) sent
a powerful message that reform of mental health services was very much on the
Government’s agenda.

The Government wanted to assure change by promoting the mental health of the
Australian community, prevent mental illness, reduce the impact of mental iliness
and assure the rights of people who are living with mental illness.

The aims of the National Mental Health Strategy were to:

e Prevent the development of mental disorder (where possible);

e Reduce the impact of mental disorder on individuals, families and the com-
munity; and

e Ensure the rights of people with a mental disorder.

These aims are just as relevant in 2015 as they were when they were originally
written in 1992.

The first National Mental Health Plan was written at a time when the mental health
system was thought to be in disarray. Within the decade prior to the release of
the plan, there had been a shift of psychiatric beds from large, standalone mental
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health institutions to general hospitals and to community-based care as a result
of de-institutionalisation. It was however, by no means complete. The move to
community-based care is still the subject of much conjecture.

Given the context of the time, the first plan mainly focused on public mental
health services with changes in structure and mix of public mental health services
being identified as the priority. The plan asserted that better integration of care
was required. It also emphasised consumer rights.

In addition to the first National Mental Health Plan, in 1996, the Australian
Government recognised the significance of mental illness by identifying mental
health as one of the national health priority areas. The Australian Government
chose mental health because mental illness contributes significantly to the burden
of illness and injury in the Australian community. Indeed, the Government felt
that by targeting specific areas that impose high social and financial costs on
Australian society, collaborative action could achieve significant and cost-effective
advances in improving the health status of Australians.

The second National Mental Health Plan (1998-2003) aimed to continue the
‘unfinished business’ of the first plan but expanded its focus. The second plan
was introduced to progress initiatives of the National Mental Health Strategy. It
turned its attention to promotion and prevention, partnerships in service reform,
and quality and effectiveness. The gaze fell upon general practitioners and private
psychiatrists who had previously felt excluded from mental health services. These
professionals could provide timely and necessary primary healthcare. Such early
intervention could mean timely access to treatment and prevent costly and unde-
sirable inpatient admissions. Programs related to depression were also given
significance. The plan had attracted growth in mental health expenditure in real
terms, but this growth had simply mirrored overall health expenditure trends and
was not sufficient to meet the level of unmet need for mental health services.

In 2003, the third plan was released. This National Mental Health Plan (2003—
2008) had a broad approach and described mental health for all Australians. This
plan identified 34 outcomes with 113 key directions. The plan did not, however,
identify specific Commonwealth funds. This was not considered appropriate
given that sufficient and timely funding is a critical component for innovation and
expansion. Evaluation of this plan indicated that continuing the progress that was
made since the establishment of the National Mental Health Strategy in 1992
was considered important, and overwhelming support remained for the principles
viewed as fundamental to realising the aims outlined in the plan.'”

In July 2006, the Council of Australian Governments (COAG) agreed to the
National Action Plan on Mental Health 2006-2011, once again clearly recognising
the need for a change in the way governments respond to mental illness. The
plan provided a strategic framework that emphasised coordination and collabora-
tion between government, private and non-government providers.

Like previous plans, this one also aimed to build a more connected system of
healthcare and community supports for people affected by mental illness. The
five-year plan identified five action areas with associated agreed outcomes (refer
to Figure 1).
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COAG NATIONAL ACTION PLAN

e Promotion, prevention and early intervention ® Reducing the prevalence and severity of mental
illness in Australia

e |ntegrating and improving the care system ® Reducing the prevalence of risk factors
contributing to the onset of mental illness and
preventing long-term recovery

e Participation in the community and e |ncreasing the proportion of people with an
employment, including accommodation emerging or established mental illness who are
able to access the right healthcare and other
relevant community services at the right time,
with a particular focus on early intervention

* Increasing workforce capacity e |ncreasing the ability of people with a mental
illness to participate in the community,
employment, education and training, including
through an increase in access to stable
accommodation

e Coordinating care (‘Coordinating care’ and
‘Governments working together’)

During this time, a new National Mental Health Policy was endorsed by health
ministers in December 2008. This revised policy represents renewed commit-
ment by providing an overarching vision and intent for the mental health system in
Australia. The policy embeds the whole of government approach first agreed by
COAG in July 2006 regarding mental health reform that formed the centrepiece of
the COAG National Action Plan on Mental Health.

We now have the Roadmap for National Mental Health Reform (2012-22).
Endorsed by COAG on 7 December 2012, the Roadmap outlines the directions
to be taken by governments over 10 years. It identifies governance and account-
ability arrangements designed to directly engage stakeholders and ensure that
governments are held to account. The new arrangements included the establish-
ment of a COAG Working Group on Mental Health Reform. This group developed
the Fourth National Mental Health Plan (2009-2014), which set out how the
Roadmap will be implemented through the identification of five priority areas.

The Roadmap has a great vision that all Australians should see as valuable and
worthy of investment. It states:

“A society that values and promotes the importance of good mental health and
wellbeing, maximises opportunities to prevent and reduce the impact of mental
health issues and mental iliness, and supports people with mental health issues and

mental illness, their families and carers to live full and rewarding lives.”

There is ongoing debate about whether the plans have achieved their aims, what
real change has occurred and whether any difference has actually been made.
Such debate is necessary and whether plans have ‘worked’ or not will continue
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to be the subject of debate. State, territory and national plans, and indeed global
plans and strategies, related to mental health are, in my opinion extremely valu-
able. Mental health plans, strategies, policies, and so on, include agreement
about collective values and beliefs about mental health service provision, and they
identify understanding and commitment about the country’s vision, direction and
goals. Quite simply, they provide the goals to aspire to and give an overall direc-
tion. Mental health service providers can choose to use these plans to advocate
for change or they can choose to leave them sitting on a shelf and then complain
nothing has changed.

The increased level of utilisation of mental healthcare services across all age
brackets will have a large influence over which components of plans can and
should be implemented as a matter of priority. Australia has the building blocks
in place to implement strategies outlined in mental health plans and these can
successfully be built upon. Keeping people out of hospital is considered best
practice and this should be the focus. General practitioners, primary health-
care workers and mental health nurses working under the Mental Health Nurse
Incentive Program (MHNIP) are important players in this respect. As such, early
intervention in mental health can prevent costly admission, the cost of which is
both fiscal and often personal.

The provision of care to people with mental iliness is specialised. A consortium of
researchers, advocates and clinicians'® advise that one strategy to improve the
lives of people with mental illness around the world is to “strengthen the mental
health component in the training of all healthcare personnel”.

In Australia, one way this can be achieved is by addressing the lack of mental
health content in undergraduate qualifications. Nursing is a good example. The
Australian Mental Health Nurse Education Taskforce conducted a national exami-
nation of mental health content of preregistration nursing curricula to develop
a framework for including mental health in future curricula. Qualitative findings
from national consultations about the framework suggest that the mental health
content of curricula should be increased.'® Many universities have little or no
mental health content in their degree. Out of 24 subjects, on average there may
be one or two mental health courses. Of the minimum required 800 hours’ clinical
exposure, some nursing students don’t even get a mental health placement as
part of their training at all.

Strengthening the mental health component doesn’t have to cost more.
Identifying the minimum mental health content within health programs will ensure
that mental health is part of the curriculum. If universities aren’t given set mini-
mums, they won’t change their curricula.
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Despite the dearth of mental health training, graduates can begin employment
in mental health settings. Clinical staff who work in mental health should not be
employed unless they possess qualifications reflective of the specialised nature
of care and treatment for people with mental illness.

Nurses make up the large majority of the clinical

workforce, sometimes as much as 70 per cent. Just

as midwifery has a recognised endorsement, so too

should the speciality area of mental health nursing

in Australia. In fact, this used to be the case. These

days this can be achieved by credentialing through

the Australian College of Mental Health Nurses who

posit that the minimum qualification required to be

credentialed is a Graduate Diploma. Being credentialed is one way to identify to
employers, consumers and colleagues who are mental health nurses.

Funding for community-based care should be the priority. The majority of funding
continues to go to inpatient care. The 1980s saw the mass movement from insti-
tutional to community-based care. Why then, after more than two decades is the
majority of funding still going to hospital-based care when early intervention, ini-
tiatives in primary healthcare and increased community support will actually keep
people out of hospital? Are we trapped in a mind-set of being too risk averse?
Community-based care is best practice. Nothing will change if mind-sets and
funding models don’t change.

Increasing the peer support workforce is a no-brainer. People with lived expe-
rience offer valuable insights and understanding of mental illness. Peer support
does not replace treatment, but is complementary to clinical care and the peer
support worker is and should be seen as an active and equal member of the
multidisciplinary team. Peer support workers educate people with mental illness
about the power and responsibility that each person has in determining their own
recovery. The peer relationship enables equality and mutuality, and engenders
hope.

Everyone can agree that language is powerful. Words do not just convey
meaning, they have a potency that can empower or deflate. The words we
use reflect, reinforce and shape perceptions of people. Mental healthcare and
treatment is filled with language that deflates. But this can and should change.
Recovery-focused language that is strengths-based should be the norm. Such an
affirming paradigm is important to move towards in all forms of communication,
written, verbal and non-verbal. Forms, documents, policies and procedures, from
national, state and territory, right down to local health district level should all use
recovery-oriented language.
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Everyone needs something for which to get out of bed — a motivator, a sense of
purpose. Indeed, research suggests that having a purpose in life has the potential
to reduce mortality risk.?° The purpose is different for different people, and discov-
ery of it recognises and acknowledges individuality. People with a mental illness
are, of course, no different. Engagement in rehabilitation, leisure and therapeutic
recreation activities in the community are an excellent means of creating meaning.
Cost-effective programs can be run by organisations that facilitate purpose,
decrease social isolation and address stigma.

The ability to access mental health services is not evenly distributed across
Australia. Pragmatically, with a continent that is 7,692,024 square kilometres, the
tyranny of distance is always going to mean that for the most part, services will
be located where the majority of the

population reside.

To reach Australians who live remotely

and in rural and regional settings, we

need to use technology. One can only

hope that the National Broadband

Network will make a difference. Mental

health services can, in part, be deliv-

ered through better use of video and

teleconferencing. Such technology can be far reaching and can provide support
for people in very remote locations. Importantly, this can be done in the person’s
own home. An example is Lifeline, a 24-hour telephone crisis line founded in 1963
by the Reverend Sir Alan Walker. Services like Lifeline provide valuable mental
health support particularly in the area of suicide. This kind of service is extremely
cost-effective yet it does not attract anywhere near enough government funding.

Funding research that will develop evidence-based apps that can empower and
educate, and can assist people to manage their illness at home will be important
for future healthcare delivery. People will have to increasingly manage their lives
in ways that promote personal responsibility for health. Apps that can help us all
work towards healthier lifestyles present a way for Australians to enjoy a better
quality of life.

Making sure we have good mental healthcare will play a role in the future prosper-
ity of Australia. We would do well to heed the following advice from a person with
lived experience:

If we plant a seed in the desert and it fails to grow, do we ask, “what is wrong with
the seed?” No. The real conspiracy lays in this: to look at the environment around
the seed and to ask, “what must change in this environment such that the seed can
grow?” The real conspiracy that we are participating in here today is to stop saying
what’s wrong with psychiatric survivors and to start asking: “How do we create hope

filled, humanised environments and relationships in which people can grow?” 2!
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