
SIMD 2009: PUBLICATION OF REVISED INCOME DOMAIN AND OVERALL INDEX – EXPLANATION OF REVISION
Purpose 
1. This paper explains the reasons for the revision to SIMD 2009.  A paper providing revised headline findings from SIMD 2009 and a paper providing detailed analysis of the changes made to SIMD 2009 have been published alongside this paper.

Summary

2. The SIMD 2009 has needed to be revised. This is due to the provision of incorrect tax credit data from HMRC who mistakenly included adults and children in benefit households who also receive money through the tax credit system, resulting in some double counting of income deprived people by approximately 121,000 people at Scotland level.  Other changes to the domain (using the most recent data available and a change in HMRC methodology) result in small increases in the numbers of income deprived people resulting in a net decrease of 100,000 people from the figure published in October 2009.
3. The corrections have resulted in some changes at Local Authority level but these are relatively small.  15 Local Authorities see no change in the number of datazones in the 15% most deprived.  12 Local Authorities see a net change of 1 or 2 datazones and only 5 Local Authorities see a net change of more than 2 datazones.

4. The counts of people who are income deprived excluding tax credits used in SIMD 2009 is correct and the other domains of SIMD 2009 are not affected.  SIMD 2004 and SIMD 2006 are completely unaffected.
5.  We have now published a revised SIMD 2009 income domain, overall SIMD 2009 and most of the tables contained in the original report.  A paper providing headline results using the revised SIMD has been published along with a paper assessing the impact of the revisions (see footnote for link).  A spreadsheet showing the changes at datazone level has also been published. The spreadsheet shows the changes between the  previously published SIMD 2009 and the version using corrected HMRC data and also the effects of some additional updates to the SIMD 2009 (explained fully below). Other analysis will continue to be updated and placed in the public domain.  The planned timetable for amendments to the remainder of the website will be added to the website.

Background
6. The purpose of the income domain of the SIMD is to identify adults and children in low income households.  SIMD 2006 counted adults and children in income support and job seekers allowance households together with the number of pensioners receiving Guarantee Pension Credit.  The SIMD 2006 is not affected by the revisions.  
7. For the 2009 SIMD we requested Tax Credit data from HMRC to improve the domain through the inclusion of low income in work families.

8. Income Support, Job Seekers Allowance and Guarantee Pension Credit are paid by DWP.  The Tax Credit system (Working and Child Tax Credit) is administered by HMRC.  In the past, families have received a child premium through DWP as part of Income Support and Job Seekers Allowance payments.  As part of the moves to simplify the benefits system, all child premia for new benefit customers are paid through the Child Tax Credit system (HMRC) whilst the benefits are paid through DWP.  Thus some people appear in both systems but only receive one payment, as shown in the following diagram.

Diagram showing overlap between HMRC tax credit database and DWP benefits database
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9. HMRC were asked to remove families receiving IS/JSA who also received child tax credit from the figures they provided as they would be picked up in the DWP data.  The data received from HMRC stated that this group of people had been removed but they have now informed us that they were mistakenly included in the dataset we received.
10.  This means that the counts of income deprived people will include adults and children in households that moved on to Income Support or Job Seekers Allowance in 2005 or 2006, who receive their benefits through DWP and Child Tax Credit from HMRC twice.  
Why has this happened?

11. Data collected by both HMRC and DWP as part of the process of administering the tax and benefit system cannot be passed out with the Departments in an un-aggregated form.  We therefore require HMRC to extract and aggregate data from their systems and pass it to DWP to include in their aggregations.  HMRC do not identify the individuals they’ve included in the count, and just provide a total per datazone.  DWP add the numbers of benefit claimants and we then receive total counts of income deprived people and a split between tax credit and benefit claimants.

12. The totals number of people receiving tax credits were correct as were the total numbers receiving benefits.  The scale of the overlap is not published and it is this that caused the double counting and prevented us identifying the error.

13. The data received from HMRC using an income cut off is not routinely published as regular HMRC publications show Tax Credit caseloads.  This is also a new data collection so there is no time series to compare it against, however some quality assurance against other published sources was done.  The figures received are a subset of total tax credit recipients and the figures received were lower than the published tax credit caseload.

14. The number of income deprived people was compared against other published sources, including the poverty statistics (households below 60% median income) using the Family Resources Survey.  The percentage of the population counted as income deprived (17%) was identical to the published poverty figures (17%) and is still close using the corrected data (15%).

15. The income domain and analysis of the impact of including tax credit data was provided to a number of users and subject experts and no issues with the results were identified at the time.  The same process has been followed with revised data. 
Are we sure the data is now correct and what can be done to prevent it happening in future?

16. HMRC have now provided a more detailed split at national level showing the split of claimants across the different HMRC client groups.  The customers included in the totals provided to us are the correct ones and there is no double counting.

17. The availability of time series data and the more detailed breakdowns provided by HMRC will enable us to carry out more comprehensive quality assurance in future.  We will also meet with HMRC and DWP colleagues to discuss possible ways for improving the quality assurance process.
What has been done?
18. The Income Domain of SIMD 2009 published in October 2009 used the most up to date information available at the time of publication.  This meant that the indicators combined to create the income domain count were taken from different years. 
· Adults and children in tax credit households (HMRC) – 2006

· Dependents in income related benefit households (DWP) – 2007

· Adults on income related benefits (DWP) – 2008

· Adults on Guarantee Pension Credit (DWP) - 2008
19. The different time periods used for the indicators will have resulted in a small amount of double counting and undercounting which was accepted at the time of publication as being a better measure of current income deprivation than using earlier data ie using 2006 benefits data to match the most recent Tax Credit data available, or excluding tax credits and using 2007 benefits data in line with the counts of dependents.

(i) Removal of the double counting

20. Since providing data for use in SIMD 2009, HMRC have audited and improved their entire data matching process and now also use the OECD approved equivalisation scale rather than the McClements scale that was in use previously.  Equivalisation
 takes account of different household sizes ie a couple household with five children require more income to get by than a single person household. 
21. This means that when providing revised tax credit data for 2006 for use in the income domain, there are two reasons for changes in the data:
· Removal of families in receipt of IS/JSA

· Change in equivalisation

The first of these can only lead to decreases in numbers of people income deprived.  The second change will lead to small increases and decreases depending on the mix of families in each datazone.

22. Data has been provided by HMRC showing the impact of the change in equivalisation and a second dataset removing the double counted families.  A version of the income domain and overall SIMD has been calculated using the re-equivalised data and removing the double counting (SIMD 2009 Version 1.1).  A paper providing detailed analysis of the impact of the revision includes analysis of this version of SIMD 2009 and is available on the SIMD website.
23. The change in equivalisation leads to an increase in numbers of income deprived of 17,000.  Removing the double counted families results in a decrease of 121,000 income deprived people.
(ii) Using the most recent data available

24. Since publishing SIMD 2009 in October more recent years of data have been published for some of the indicators used in the SIMD Income Domain.  This means that the domain can be recalculated to remove the over and under counting that could occur when using data from different time periods. On the advice of the Measuring Deprivation Advisory group we have taken this opportunity to provide a new version of the income domain using:
· Adults and children in tax credit households (HMRC) – 2008

· Dependents in income related benefit households (DWP) – 2008

· Adults on income related benefits (DWP) – 2008

· Adults on Guarantee Pension Credit (DWP) - 2008

25. This wholly 2008 version of the income domain (SIMD 2009 Version 2) has been used to recalculate ranks for the overall SIMD and it is this version that will replace the one published in October 2009.  Analysis of the impact of moving from SIMD 2009 to this version is included in the detailed analysis of impact paper on the SIMD website.  Changes from SIMD 2009 version 1.1 (excluding the double counting of tax credits) will be:

· Moving tax credits data from 2006 to 2008

· Moving dependents in benefits households from 2007 to 2008

These changes will result in some increases and some decreases at datazone level.  Overall, the impact of using 2008 data for these two indicators is an increase of 4,000 people counted as income deprived at Scotland level.  Thus the net change compared to data published in October 2009 is a decrease of 100,000 people counted as income deprived.
26. Key findings and results for the overall SIMD have been recalculated using the different versions of the income domain set out above and the change between these is shown in a detailed analysis of impact paper available on the SIMD website
 to provide an understanding of the impact of these changes.
What if I’ve used the data published in October?

27. We no longer advise the use of the SIMD 2009 income domain or overall SIMD ranks, as published in October, for any new analysis or the implementation, evaluation or monitoring of policy.

28. SIMD 2004 and SIMD 2006 are not affected by this revision.  Neither are the other domains of SIMD 2009 and these can still be used.  Any analysis carried out or decisions made using this data will be correct.

29. Whilst the ranks of many datazones in SIMD 2009 Version 2 will have changed as a result of the revision, the majority of analysis is carried out on the 15% most deprived or by 5%, 10% or 20% band and the numbers of datazones moving band will be smaller.  The majority of the headline messages published in October remain unaffected by this revision so it may not be necessary to revise all analysis.

30. There will be some instances where decisions have been made or resources targeted locally at areas that would not have been identified using these revised bandings.  However the movement in ranks as a result of these changes has been relatively small so those datazones that have moved out of the 15% most deprived, for example, have only moved to the 15% to 20% most deprived and may remain in the 15% most deprived on other domains.

31. There will also be areas that would have been included in decisions or the local targeting of resources if the revised data had been used.  As the ranks published in October were incorrect, any use of the SIMD 2009 data should be revised using SIMD 2009 v2 at the earliest suitable opportunity.

32. As before, we are continuing to work with HMRC and DWP to obtain data to enable us to publish updates to the income and employment domains of the SIMD each year.  This should enable more regular monitoring and the possibility of more regular assessments of areas over time.

33. The information now in the public domain, including the spreadsheet at datazone level showing the differences in income and overall SIMD ranking between the versions, should assist in assessing the impact of the error on any analysis previously undertaken by users.

34. Please contact the Small Area Statistics Team in the Office of the Chief Statistician on 0131 244 0442 or via email (neighbourhood.statistics@scotland.gsi.gov.uk) if you require any further assistance .
Office of the Chief Statistician
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� �HYPERLINK http://www.scotland.gov.uk/Topics/Statistics/SIMD/Publications#a1 ��http://www.scotland.gov.uk/Topics/Statistics/SIMD/Publications#a1�


� More details can be found at: �HYPERLINK http://www.scotland.gov.uk/Topics/Statistics/Browse/Social-Welfare/IncomePoverty/equivalence-scales-paper ��http://www.scotland.gov.uk/Topics/Statistics/Browse/Social-Welfare/IncomePoverty/equivalence-scales-paper�


� �HYPERLINK http://www.scotland.gov.uk/Topics/Statistics/SIMD/SIMD09V2ImpactAnalysis ��http://www.scotland.gov.uk/Topics/Statistics/SIMD/SIMD09V2ImpactAnalysis�
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