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Which measures of family economic resources are most strongly associated with child outcomes?

Abstract: 
It is commonly found that children in families with greater economic resources have better outcomes. This could represent either a causal impact or the impact of unobserved parental characteristics on both economic resources and child outcomes. The potential for a causal impact is one of the main reasons for a widespread policy interest in child poverty. However, whether or not a causal link exists, researchers often wish to control for this association when investigating other impacts on child outcomes.

This paper will investigate the association between a range of child outcome measures and several different measures of family economic resources using data from the first wave of the Longitudinal Study of Australian Children (children aged 4-5 years). The measures of resources include parental income and labour market status, several Census-derived indicators of local area socio-economic status, other data on local characteristics, and several summary indicators of hardship (not being able to pay bills, going without meals etc). The paper will examine which of these measures has the strongest association with child development outcomes and which parsimonious combination of variables has the best predictive power.

The results will aid future research that seeks to control for family resources in a parsimonious way and will also address wider questions about the most useful way to measure child poverty and deprivation. Income is the most conventional measure of these concepts, but if it is not the best predictor of child outcomes then other measures might be more useful.

