CHILDREN IN WORKLESSHOUSEHOLDS: LFSFRS DIFFERENCES

Report of a Working Group: Summary

1 DWP and ONS have jointly investigated the reasons for the Family Resources Survey
(FRS) consgently giving higher estimates, than does the Labour Force Survey (LFS), of the
proportion of children in workless households. This proportion is the subject of a DWP PSA
target and is dso a key driver in rdation to the DWPHMT joint PSA target to reduce child
poverty by 25% between 1998 and 2004. LFS is used to monitor the former, FRS the latter.

2. The main reasons for the divergence are:

(8 FRS unweghted data identifying a higher proportion of children in lone parent families —
who have amuch higher worklessnessrate - than does LFS;

(b) FRS unweighted data showing a higher worklessness rate, in both lone parent and couple-
with-children families, than LFS;

(¢) LFS employing a grossing regime which subgtantidly reduces the proportion of children
in lone parent households, and thereby in workless households, whereas the FRS gossng
regime has less of an effect in reducing these proportions,

(d) The LFS grossng regime dso reduces the worklessness rate in lone parent families,
whereas the FRS grossing regime has less clear-cut effects.

3. The judgement of the DWP/ONS working group conducting the investigetion is thet:

FRS results probably oversate the proportion of children in workless households, in any
one year, by overstating worklessness among lone parents and, to a lesser extent, among
couples with children;

LFS results, while achieving greater precison, are likey to understate the proportion of
children in workless households, in any one year, by undersating the proportion in lone
parent families.

Nether survey is clearly superior to the other in measuring year-on-year changes in this
variable; though LFS, and probably FRS, perform better over longer periods.

4. The working group make saven recommendations for further work to quantify and
correct for biases in each survey. Key recommendations are:

Production of comparisons of FRS and LFS data with Census data, to alow response
biases to be quantified as a necessary step towards correcting them, should be regarded as
urgent and important, and should be made available as soon as possible in 2003.

DWP and ONS should in future routindy compare FRS and LFS estimates of changes in
numbers of children in workless households and families with estimates, derived from
DWP and IR adminidrative sysems, of changes in the number of workless families in
receipt of benefits and in receipt of tax credits. The implications, for such comparisons, of
the introduction of Child Tax Credit should be consdered and a report made by
December 2002.
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Introduction

1. This invedtigation is amed a explaning why the Family Resources Survey (FRS) and
Labour Force Survey (LFS) have given differing estimates of

the proportion of children in workless households in any one year — the FRS
edimate being 2- 3 percentage points higher in most years, and

year-on-year changesin this proportion.
LFS figures are published by ONS. FRS figures are not published as a separate series but are
released within the Households Bdow Average Income (HBAI) series published by DWP,

which is drawn from FRS data. The differences in results are shown in the table:

Table 1. Percentage of children in workless wor king-age households

1996/7 1997/8 1998/9 1999/2000 2000/1
FRS 22.8 20.0 19.5 19.3 18.6

Spr Aut Spr Au Spr Aut | Spr | Aut Spr | Aut | Spr
LFS | 1996 | 1996 | 1997 | 1997 | 1998 | 1998 | 1999 | 1999 | 2000 | 2000 | 2001
193 |190 [179 (179 |179 |171 |173 [165 |15.6 | 153 |15.2

Note FRS covers financid years, from April to March; results published in HBAI ae
rounded to nearest integer; see paragreph 5. ‘Spr’ indicates Spring, March to May. ‘Aut’
indicates Autumn, September to November.

These are datidicdly dgnificant differences. Both surveys are large (LFS figures are drawn
from nearly 50,000 households, FRS from about 24,000) and the differences are highly
unlikely to be due to sampling eror. LFS edimates have narrower confidence limits, these
being 70% of those around the corresponding FRS estimate.

2. The two surveys both show that a key factor is the proportion of children in lone
parent families:

lone parent families conditute around a quarter of dl families with children; and a
dightly lower proportion of children;

but worklessness is much higher for lone parents over 50%, compared to under
10% for couples with children;

30 |lone parent families account for over 60% of children in workless households.
3. We have consdered the following possible sources of differences between FRS and
LFS:
Differences in definitions. of children, worklessness, households and working-age
households

Differences in population coverage




Differencesin the trestment of cases with missing data
Differencesin timing of data collection

Differencesin survey response biases

Differencesin grossing regimes®

Other condderations

Differences in definitions

4, We have invedigated these in detal. If present, they might explan why FRS
estimates exceed LFS. We conclude that they do not contribute to explaining the higher
FRS estimates.

5. Some origind DWP edimates employed a different interpretation of worklessness,
which inflated the edtimates dightly. But an FRS excess of 2-3 percentage points remains
when definitions are digned. HBAI edimates employ a broader definition of children than
does LFS, by including 16-18 year-olds in non-advanced full-time educetion. But HBAI'S use
of the broader definition — rather than the LFS definition - decreases HBAI esimates of the
percentage of children in workless households, so it does not explan why they are higher
than LFS.

Table 2: Percentage of children in workless working-age households. FRSHBAI dataset

1996/7 1997/8 1998/9 1999/2000 2000/1
All  HBAI 22.8 20.0 19.5 19.3 18.6
‘children’
Children 23.4 205 20.1 20.1 19.3
under 16

Differences in population coverage

6. Unlike FRS, LFS collects information on students living in hals of resdence. Where
these are working (presumably part-time) they could convert their parents household from
‘workless to ‘working.’ This effect has been investigated and found to be negligible.
Otherwise the two surveys have the same reference population.

Differences in the treatment of cases with missing data

7. FRS has very few instances where the data needed to assgn economic status was not
collected. LFS has about 5% of cases;, for these, economic status is imputed according to the
type of household. The process of dlocating missng household economic activity datus
reduces LFS estimates of the proportion of children in workless households. This appears to
be the result of a rdativedy high number of missng cases among married couples with
dependent children, who have a greater than average tendency to live in households with at
least one person working. Also, over 20% of data on individuads economic status is collected

! See Technical Note




by proxy; but ONS have tested the rdiability of proxy information on economic staus and
found it to be high. Overdl we conclude that the imputation of missng values in LFS
might be a contributory factor in explaining LFSFRS differences, but the effect is
unlikely to belarge.

Differencesin timing of data collection

8. FRS and LFS both collect data throughout the year, and LFS estimates of employment
ae avaladle for the whole year. But LFS esimates of workless households are produced
only for the Spring and Autumn quaters, covering March to May and September to
November respectively. All FRS reaults relate to the whole financid year — effectively taking
an average over the year.

0. Lone parent employment rates are known to fluctuate over the course of the year,
typicdly picking up after the end of the school summer holiday season. Omisson of school
summer holiday months is likdy to bias LFS Spring/Autumn egtimates downwards, as a
guide to year-average worklessness. The sze of this bias is likely to vary between years — eg
if the worklessness rate is fdling, Augus may not be the pesk month for worklessness.
However the sze of the overal effect appears to be smal. Seasond patterns in numbers of
lone parents on Income Support suggest that the effect on the worklessness rate among bne
parents does not exceed 0.5 percentage points. The effect on the overal child worklessness
rate appears to be under 0.1 percentage point.

10.  Thisfactor can, therefore, explain only a minority of the lower employment rate,
for lone parents, found in FRS compared to LFS — see tables bedow. The difference in
employment rates is less marked for couples with children.

Table 3a: Percentage of children under 16 in workless working-age households. lone parent

families
1997/8 1998/9 1999/2000 2000/1
FRS 59.3 57.1 58.3 55.0
Spr Aut Spr Aut Spr Aut Spr Aut Spr
LFS 1997 | 1997 | 1998 | 1998 | 1999 | 1999 2000 2000 2001
56.1 | 55.8 | 55.1 548 | 54.1 53.8 51.2 50.2 50.1

Note: These results use harmonised definitions as far as possble. LFS results exclude a small
number of children not living with a naiurd parent, eg fogter children. FRS results use the
gandard FRS grossing regime; LFS results use the standard LFS *household level’ grossng
regime. The table above shows, for children in lone paent families in working-age
households, the percentage who were in households with no adult in work; the table below
gives the corresponding percentage for couples children.

Table 3b: Percentage of children under 16 in workless working-age households: couple

families
1997/8 1998/9 1999/2000 2000/1
FRS 8.8 8.7 7.8 7.8
Spr Aut Spr Aut Spr Aut Spr Aut Spr
LFS 1997 | 1997 | 1998 | 1998 | 1999 | 1999 2000 2000 2001
8.6 8.2 8.2 7.0 7.5 6.9 6.7 6.7 6.4




Differences in survey response biases and grossing regimes

11.  All surveys are vulnerable to response biases, whereby some groups are more likely
than others to agree to be interviewed. In 2000/1 the FRS response rate was 66% of digible
households; and during this period the LFS response rate averaged 75%. (Of the 34% of FRS
non-responders, 29% were refusals and 5% non-contacts; for the 25% of LFS non-responders
there were 17% refusals and 8% noncontacts.) A fuller picture of these biases, and hence of
any differences between FRS and LFS, will be avalable when DWP and ONS receive the
results of comparisons of survey data with Census results for the rdevant households, but
these will not be avalable until next year. Some information is avalabdle from the FRS ‘non
response module. In 1999/2000 and 2000/1, just over haf of FRS ron-respondents agreed to
ansver a least some questions on a ‘nonresponse form, designed to secure basic
information about households who did not agree to take part in the main FRS interview.

12. FRS reports a higher ratio of lone parents to couples with children than does
LFS. This is one of the main reasons for FRS reporting a higher proportion of children
in workless households. If, for example, FRS has the proportion of children in lone parent
households 2 percentage points higher than LFS, this will increase the percentage of children
in workless households by close to 1 percentage point. In unweighted FRS data for
1999/2000, lone parent families accounted for 25%2% of dl children under 16; this compares
to around 232% in unweghted LFS data The divergence appears to have increased in
recent years.

Table 4a: Percentage of children in lone parent families (for working age households):

unweighted data
1997/8 1998/9 1999/2000 2000/1
FRS 23.9 24.7 25.5 25.9
Spr Aut Spr Aut Spr Aut Spr Aut Spr
LFS 1997 | 1997 | 1998 | 1998 | 1999 | 1999 2000 2000 2001
220 | 227 | 23.0 23.7 | 237 234 23.1 22.8 23.6

Note The Note to the tablesin paragraph 10 appliesto these tables d so.

The grossed edimates show an even grester divergence, between FRS and LFS, in the
proportion of children in lone parent families (more on the effects of grossng below):

Table 4b: Percentage of children in lone parent families (for working age households):

grossed results
1997/8 1998/9 1999/2000 2000/1
FRS 23.1 235 24.4 24.4
Spr Aut Spr Aut Spr Aut Spr Aut Spr
LFS 1997 | 1997 | 1998 | 1998 | 1999 | 1999 2000 2000 2001
19.7 | 203 | 20.7 211 | 21.0 20.4 20.2 19.9 20.3
13. The FRS nonresponse module indicates that households that refused to give FRS

interviews were less likdy to contain a lone parent family than those that gave interviews.
Results for 1999/2000 and 2000/1 suggest that unweighted FRS data overstated the
proportion of families with children who were lone parent families by between 1 and 2

percentage points.



14. The same module provides information on family type and household worklessness
for digntly under hdf of FRS nonresponding households. This indicates tha ‘working’

households with a lone parent were far less likely to give a full FRS interview than were the

corresponding ‘workless households. This suggests that raw FRS data overdated the

proportion of lone parent families that were in workless households — by between 1Y2and 5

percentage points, though the limited sample sze for nonrespondents completing the non

response module means results should be trested with caution. The proportion of ‘couple with

children’ families that were in workless households may have been overstated by between %
and 1 percentage point, in the unweighted FRS data.

15. The FRS grossng regime ensures that the grossed number of lone parent families
matches a control totd, provided by DWP's Benefit Forecasting and Modd Development
Divison. This uses a modd based on Generd Household Survey data and vdidated against
edimaes from other surveys, giving figures only a little higher than ONS  edimates
published in Population Trends — see Chat 1 beow. The totd number of families with
children is grossed to match Child Benefit counts (this is not free from problems and is under
investigation in the separate review of the FRS grossng regime, currently underway). These
aspects of the FRS grossing regime do not guarantee the accuracy of FRS estimates of the
proportion of children in lone parent families — that depends on the accuracy of the lone
parent control total. But they may reduce spurious volaility — that is spurious fluctuations
from one year to another, due to sampling error and/or fluctuations in response biases.

Chart 1: Comparison of Lone Parent Estimates and Forecasts
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16. In practice the FRS grossing regime and control totals have, when compared with

unweighted FRS data, reduced the FRS's count of lone parent families and, therefore the
proportion of children in lone parent families - by between 1 and 1% percentage points. This
is close to the extent of bias implied by the FRS non-response module; and should, thereby,
correct that bias. The effect of the grossng regime on worklessness estimates by family type
is

for children of lone parents, the grossing regime has no condstent effect on the
proportion in workless households - over a run of 5 years the effect varies, with a



maximum increese of 0.6 percentage points and a maximum reduction of 0.7
percentage points;

for children of couples, again the effect varies in direction but is under 0.2
percentage points.

Overdl, applying the FRS grossing regime to unweighted FRS data reduces the FRS estimate
of the proportion of children in workless households by between Y2and 1 percentage point;
and to this extent the FRS grossing regime brings the FRS-based estimate of the proportion of
children in workless households closer to LFS-based estimates.

17. The FRS grossng regime dso controls for population structure by age and gender,
tenure and Council Tax Band. The LFS grossng regime br household-level results (there is a
sepaate regime for individud-leve results) controls only for population gructure by age,
gender and region. We have examined the effect of gpplying, to FRS data, the LFS grossng
regime rather than the FRS grossng regime. The effect, of moving from FRS results grossed
by the sandard FRS grossng regime to FRS results grossed by the LFS grossng regime,
would (asindicated by results for 1999/2000 and 2000/1) be to:

reduce the proportion of children in lone parent families, by 2%percentage points,

and reduce the worklessness rate in lone parent households by 2% percentage
points; and that in couple-with-children househol ds by Ypercentage point;

overdl, to reduce the proportion of children in workless households by over 2
percentage points.

Andyss of 2000/1 data suggests that the reduction in lone parent numbers, from replacing
the FRS grossing regime by the LFS, is concentrated among lone mothers aged under 35.

18. A dmilar execise, gpplying the FRS grossng regime — or drictly, as close an
gpproximation as is possble — to the LFS, confirms that the FRS grossng regime would give
higher estimates of worklessness, from the LFS, than does the LFS grossing regime.

19. Some information on possble LFS response biases is avalable from a 1991
comparison of Census data, for LFS non-respondents as well as respondents, with LFS data.
This found that couples with children had an above-average response rate; this suggests that
LFS data before grossng might tend to overstate the proportion of children in couple families
and thereby understate the proportion in workless households. Over the period 1996-2001,
the effects of the LFS grossing regime, compared to using unweighted LFS data, are to:

reduce the percentage of children in lone parent families by 2 to 3 percentage
points;

reduce the lone parent household worklessness rate by up to 1 percentage point;

dightly reduce the household worklessness rate for couples with children, though
the effect is no more than 0.3 percentage points,

reduce the overdl percentage of children in workless working-age households by
around 1.5 percentage points.



The LFS grossing regime has no discernible effect on the volatility of LFS results.
Other considerations

20. Differences in survey design are a further possble source of differences in reaults.
While the FRS callects information from respondents only once, the LFS collects information
from the same respondents in 5 successve quarters, each quarter’s LFS data comprises
goproximatdy one fifth people recalving ther fird LFS interview, one fifth their second
interview and so on. If people in employment are more — or less — likely than others to drop
out before the fifth wave, this could bias LFS-based results. LFS documentation suggests that
LFS edtimates of employment rates tend to be 12 percentage points higher in waves 25 than
in wave 1, with correspondingly lower unemployment and inectivity raes  This would
suggest higher levels of worklessness a an individud level which one may expect to lead to a
higher proportion of workless households and possbly a higher proportion of children in
workless households. However, autumn 2000 LFS figures show, when waves 2-5 are
compared to wave 1, an increase in the proportion of workless households but not in the
proportion of children in such households. So there is no clear ttrition bias for children.

21. Both FRS and LFS are subject to sampling error — that is, random fluctuations in
results due to each sample not being perfectly representative of the population as a whole.
Ingpection of the LFS estimates of lone parents employment rate suggests there was a ‘blip’
in Spring 2000, with an employment rate that looks too high in reation to the trend. (See
chart 2.) This exceeded the norma margins of estimating error and ONS regarded it at the

Chart 2: Lone Parent employment rate and numbers on IS
1995 to 2001
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time as a genuine change; but later results and comparisons with benefit data suggest that the

Spring 2000 result is anomalous. So use of Spring 2000 LFS data may tend to overdtate the
reduction in the proportion of children in workless households from 1998/9 to 2000/1. (The
working group’s activities were prompted, in large measure, by concern as to a divergence —



for the period 1998/9 to 2000/1 — between the change implicit in the FRS-based ‘poverty
count’ data and that reported in LFS))

Comparisons with benefit data

22. Comparisons with benefit data can shed some light on the relaive plaushility of LFS
based and FRS-based estimates. However the picture is not straightforward. For lone parents,
the huge maority of workless parents will be on Income Support (IS) — lone parents take-up
of IS is between 95% and 100%, and few workless lone parents have other income making
them indigible for IS. So if a survey’'s edimates of numbers on IS are accurate, its estimates
of numbers of workless lone parents will have a high degree of accuracy. LFS data on benefit
receipt is not sufficiently good to dlow a comparison, but FRS data does dlow them.
Comparisons of grossed FRS counts of lone parents on IS with DWP adminidrative deta
show a shortfdl of around 10% in the former. Comparisons of grossed FRS counts of Family
Credit recipients typicaly show alarger shortfdl. This suggests thet:

the FRS, with its higher count of lone parert families than LFS, may be more
accurate in this count; but

FRS overdates the worklessness rate among lone parent families. This is
congstent with the evidence from the FRS non-response report.

Table 5: Grossed FRS counts as percentage of administrative counts

Year Lone parentson Coupleswith Lone parentson Coupleswith
Income Support childrenon Family Credit childrenon

IS/ISA(IB) Family Credit
1994/5 87 100 79 78
1995/6 91 116 93 81
1996/7 94 133 76 83
1997/8 89 115 79 86
1998/9 90 114 82 100
1999/2000 90 122 - -
2000/1 89 119 -

Note the adminigrative counts used here exclude awards made only a a later date; this gives
more appropriate comparisons.

23. For couples with children, comparisons of benefit counts are less vauable as a guide
to worklessness, as recept of income-reated benefits is lower. However, they suggest that
grossed FRS counts of those on out-of-work benefits are too high, and counts of those on
FC/WFTC too low. This evidence suggests — in rdaion to the estimate, from the FRS non
reponse module, that unweighted FRS data overstates worklessness among couples with
children by the order of 1 percentage point — that grossed data may dill overdtate
worklessness to asimilar degree.

24.  From this t appears that FRS-based estimates will tend to overstate the proportion of
children in workless households, by overgtating worklessness in both lone parent and couple-
with children households. If the FRS understates the proportion of children in lone parent
families — comparisons with benefit counts suggest there may be such an understaement,
while results from the nonresponse module suggest little if any understatement in the
grossed FRS data— this might be an offsetting factor to some extent.




25. A comparison of LFS edimates for the number of children in lone parent families in
workless households with adminigrative data for the number of children in lone parent

families on Income Support or Jobseekers Allowance (and reporting no earnings) indicates
thet the former falswell short of the latter:

Table 6a: Comparison of LFSand benefit counts of lone parents' children

Year 1996 1997 1998 | 1999 2000 | 2001

LFS edimae of children in lone
paent families in  workless| 1.38 1.34 1.38 1.34 121 1.23
households (millions)

Number of children in lone parent
families on Income Support/JSA,| 1.79 1.75 1.68 1.66 1.62 1.59
reporting no earnings (millions)

Note LFS figures take average of Spring and Autumn estimates; benefit counts teke average
of February, May, August and November counts.

One would not expect the two series to match: this LFS count will exclude children whose
(non-working) parent shares a household with someone in work, wheress the benefit count
will indude them; while the benefit count will exclude lone parents who are not taking up
their Income Support entitlement (up to 5% of those entitled) and those whose other income
or savings excludes them from entittement. But the extent of the shortfdl in the LFS count
does point to the strong possibility that it understates the number of workless lone parents and
thereby understates the proportion of children in workless households.

26. A survey may over- or under-state worklessness without over- or under-dating
proportionate changes in worklessness. However, from the table immediately above and FRS
estimates analogous to the LFS estimates:

Table 6b: Comparison of FRS and benefit counts of lone parents' children

Y ear 1996/7 | 1997/8 | 1998/9 | 1999/2000 | 2000/1
FRS etimate of children in lone
parent families  in workless| 1.75 157 1.55 1.64 1.54

households (millions)

Number of children in lone parent
families on Income Support or JSA,| 1.78 1.73 1.67 1.65 1.62
reporting no earnings (millions)

Note: figures are for financa years, benefit counts take average of May, August, November
and February counts.

it gppears that neither survey gives a picture of year-on-year changes thet ties in wel with the
picture from adminigtrative benefit data Over a longer period the match tends to be better.
But even for longer periods, the match can be poor, depending on the start and end years — eg
FRS 1997/8-2000/1 and L FS 1996-1999.

27. For couples with children, one would expect less of a match between surveys
worklessness estimates and counts of 1S/JSA recipients, because of couples lower take-up
and because non-working couples ae more likey than lone parents to be on Incapacity
Benefit. Both LFS and FRS counts of children of couples in workless households exceed the
counts of children whose parents are on 1S/JSA. LFS year-onyear percentage changes are
less volatle than FRS, and are more in step with the picture from benefit counts. For




percentage changes over periods of 3 years or more, both LFS and FRS come reasonably
close to benefit data for some periods but less close for others.

28. A comparison of changes in the totd number of children (covering couples as wdl as
lone parents) in families on Income Support or income-based Jobseekers Allowance with
changesin LFS and FRS worklessness counts indicates:

For year-onyear changes, LFS comes within 2 percentage points of the benefit count
change on 3 out of 5 occasons, and never differs by more than 4 percentage points — a
better ‘performance than for lone parent children aone; FRS comes within 2 percentage
points of the benefit count change on 2 out of 4 occasions.

Table 7: Year-on-year percentage fall in counts (%)

Financid years (FY) 96/7-97/8 | 97/8-98/9 | 98/9-99/00 | 99/00-00/1

FRS edimate of children in 14* 2 0 4

workless households

Number of children in| F 7 5 2 4

families on Income | Y

Support/JSA, reporting no | C 7 6 2 4 3
eanings Y

LFS edimae of children in 7 2 4 8 1
workless households

Caendar years (CY) 96-97 97-98 98-99 99-00 00-01

Notes: FRS results in 15 row of figures should be compared with benefit results in 2 row;
LFS results in 4" row should be compared with benefit results in 3¢ row. Figure marked *
are affected by a discontinuity in the Child Benefit data to which FRS was grossed.

For percentage changes over periods of 3 years or more, LFS comes within 1 percentage
point of the benefit count change in 4 out of 6 comparisons, the maximum difference
being 4 percentage points. Given that one would not expect an exact match, these results
are condgent with LFS giving a reasonably accurate picture of changes for mogt, though
not al, periods of 3 or more years. Evidence available for the FRS is sparser, with FRS
coming within 2 percentage points of the benefit count change in 2 out of 3 comparisons,
but 5 percentage points adrift in the third.

Table 8. Percentage fall in counts over various periods of 3+ years (%)

Period (FY) 96/7- 96/7- 97/8-

99/00 00/1 00/1
FRS estimate as above 16 19 6
Benefit count| FY 14 17 11
as above CcY 15 18 12 20 15 9
LFS edtimate 12 19 13 20 14 13
Period (CY) 96-99 96-00 97-00 96-01 | 97-01 98-01

29. To the extent that conclusons can be drawn from these comparisons with
adminidrative data for families on the safety-net benefits, it gppears that for neither FRS nor
LFS can one be confident of the accuracy of year-onyear changes in the proportion of
children in workless households. For longer periods the LFS — and probably FRS — perform
better on the whole, but with exceptions for some periods.




Conclusions and Recommendations

30. The factors explaning why FRS gives higher estimates than LFS of the proportion of
children in workless households in any one year are:

(& FRS unweighted data identifies a higher proportion of children in lone parent families
than does LFS;

(b) FRS unweighted data shows a higher worklessness rate, in both lone parent and couple-
with-children families, than LFS;

(¢) LFS employs a grossng regime which substantialy reduces the proportion of children in
lone parent households, and thereby in workless households, whereas the FRS grossng
regime has less of an effect in reducing these proportions,

(d) The LFS grossng regime dso reduces the worklessness rate in lone parent families,
whereas the FRS grossing regime has less clear-cut effects.

There is an additiond effect from LFS edimates omitting the summer school holiday period;
but this effect is amdl for lone parents children and negligible overdl. There may be a smal
additiond effect from the imputation of missng economic-gatus datain LFS.

31.  Theevidence suggests that:

FRS results probably overstate the proportion of children in workless households, in any
one year, by overdating worklessness among lone parents and, to a lesser extent, among
coupleswith children;

LFS ealts are likely to understate the proportion of children in workless households, in
any one year, by understating the proportion in lone parent families.

32. For edimates of changes in the proportion of children in workless households, the
‘blip’ in the Spring 2000 employment rate for lone parents means that it may be a poor guide
to changes from eg 1996 or 1998 to 2000. Neither FRS nor LFS give a picture, of year-on
year changes, tha maches wdl with benefit data on children in families on out-of-work
benefits, and neither survey appears to be superior to the other in this respect. Over longer
periods of time there is a better match with benefit data, and the evidence suggests that LFS
performs well for most periods of 3 years or more; but — depending on the precise base year
and the precise end year — subgtantid differences can Hill appear, between ether survey and
wha one would expect given the benefit data Comparisons may become more difficult when
income-related benefit support for children is replaced by the new tax credits, from 2003.

33.  The DWP/ONS group who have investigated this issue recommend as follows:
(A) DWP should ensure that plans to speed up andyss of the FRS non-response module are

implemented and that FRS usars are given clear and timdy advice on likdy biases in
response patterns, where they are not corrected in the grossing regime.



(B) Production of comparisons of FRS and LFS data with Census data, to adlow response
biases to be quantified, should be regarded as urgent and important, and should be made
available as soon as possible in 2003.

(C) DWP should, in time for the next subdantid revison of the FRS grossng regime,
condgder the introduction of initid weghts for households which contain a lone parent
and are not workless — drawing on the Census comparison, non-response module and/or
comparisons with the relevant (tax) credit counts from administrative data — to reduce the
under-representation of working lone parents.

(D) ONS, in consultation with LFS users, should consider the introduction of a control tota
for lone parent families in the LFS ‘household grossing regime, in the context of the
follow-up to the recent LFS review.

(E) DWP and ONS should co-ordinate work on the development of the FRS and LFS
grossing regimes, with cortinuing liason between those working on FRS grossng and
the LFS review follow-up team.

(F) When the find Census-linked revisons to FRS grossng ae devised, if full-year LFS
edimates of workless households are by then avalable and LFS grossng reduces
volatility in lone parent counts to an acceptable level, DWP should congder drawing on
LFS worklessness datain the control totas for the FRS grossing regime.

(G) DWP and ONS should in future routindy compare FRS and LFS estimates of changes in
numbers of children in workless households and families with estimates, derived from
DWP and IR adminigrative sysems, of changes in the number of workless families in
receipt of benefits and in receipt of tax credits. The implications, for such comparisons,
of the introduction of Child Tax Credit should be consdered and a report made by
December 2002.



Technical Note

When comparing FRS and LFS data either unweighted estimates or grossed estimates have
been used.

Unweighted estimates are derived from the raw data, with no adjusments having been made
for response biases etc.

Both surveys publish in grossed esimates - but differing grossng regimes are used (eech
designed with the main purpose of the survey in mind), which may &ffect the rddive sze of
the published estimates from each of the two surveys.

The grossing regimes gpplied to both the FRS and the LFS have a dud purpose of weighting
the data - to take account of known response biases (e.g. households comprisng of a single
young mde are paticularly hard to  dicit responses from and are therefore under-represented
in unweighted data) and grossing the data to total GB/UK population totals.

It is not possble to separate the two functions of the grossing regimes for ether the FRS or
the LFS.

Therefore, when looking a the underlying raw data and its Structure, unweighted estimates
have been used, but when comparing the published results and obvioudy when considering
the effects of the differing grossing regimes, grossed estimates have been used.



