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Purpose of the Project

Comprehensive and systematic assessment of
Income data across eight major surveys

Study focused on three issues:

— Quality and usability of each survey’s income and
poverty data for policy-related analyses

— Overall impact of different design and
methodological approaches

— Specific-designiand processing choices that may
pberelateditothe gualityand utility,efincome and
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Eight Surveys

Current Population Survey (CPS), Annual Social and
Economic (ASEC) Supplement

Survey of Income and Program Participation (SIPP)
American Community Survey (ACS)
National Health Interview Survey (NHIS)

Medical Expenditure Panel Survey (MEPS) Household
Component

Medicare Current:Beneficiary: Survey (MCBS)

o r:nsl sSiudy of lneoms Dyrziunies (P10)
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Presenter
Presentation Notes


Most of you will be familiar with most of these.  I will say more about the MCBS and HRS when I present findings that include those surveys.


Choice of Reference Period

Common reference period for income estimates is calendar
year (CY) 2002

This was the latest year for which estimates could be obtained
for all eight surveys when the project was undertaken; this
choice was approved by the TAG

For.the ACS, which has arolling reference period, estimates

fromthe 2002 survey provide closest approximation to CY 2002
iIncome

HRS and'MEBS income for.GY: 2003 was deflated to CGY 2002
usingthe GPIFU
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Presentation Notes


In the ACS, respondents interviewed over the course of a year report their income for the prior 12 months.  The Census Bureau applies a price adjustment to convert dollars to the calendar year of the survey.  The public use file, on which our estimates are based, contains the unadjusted incomes and an average adjustment factor, which will not replicate the adjusted data on the internal file. 


Standard Income Tabulations

Persons and their aggregate income classified by
family income (poverty relatives and quintiles)

Standardized universe
Standardized family definition
Standardized measure of.iincome

Standardized demographic;and subpopulation
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Standardizing the universe meant dropping families with active duty military and dropping unrelated children under 15.

Standardizing the family definition meant creating CPS-like families with the NHIS and PSID.

Income reflects the CPS notion of pre-tax money income.  For surveys that collect income in a lot of detail, there exists the possibility that some components of income may lie outside the CPS concept.  We excluded lump-sum withdrawals from retirement accounts.  [Explain MEPS.]


Aggregate Income

There is no gold standard for survey estimates of income,
but the CPS is the official source of estimates of income
and poverty in the U.S.

Aggregate income for a CY 2002 reference period is $6.47
trillion in the CPS, $6.35 trillion in ACS, $6.26 trillion in
MEPS, and $6.12 trillion in NHIS—a range of just 5
percent despite substantial differences in measurement

At $5. 77 trillion, SIPP'was 89 percent of .the CPS estimate

PSID desplte awelghted populatlon 24 millionifewerthan

~73
trillion)
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Presentation Notes
Several aspects of these findings should be noted.

With a single question on total family income, NHIS captures 95% as much total income as CPS.

With far more questions than any other survey, SIPP captures 11 percent less than CPS.

With a small battery of income questions, mostly filled out on a mailback questionnaire with no interviewer present, ACS manages to approximate the CPS more closely than any of the other surveys.

MEPS person weights were post-stratified to the CPS poverty distribution; what does this do?


Aggregate Income as a Percent of
CPS, by Quintile of Family Income

Quintile CPS ACS | SIPP | MEPS | NHIS | PSID
All persons 100.0 08.1 89.1 96.7 94.6 103.9
Lowest 100.0 99.5 105.6 97.2 84.7 101.4
Second 100.0( 100.6 97.0 104.4 02.7 103.1
Third 100.0 99.7 92.5 105.0 97.1 101.2
Fournth 110]0)70) 97.9 90.3 100)100) 08.2 104.0
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We are interested in the distribution of income more than total or average income.  [Explain quintiles.]

Setting aside PSID for the moment . . .

ACS similarity to CPS is striking.
SIPP finds more income in bottom quintile but then falls off relative to the other surveys.  Weakest in top quintile.
MEPS finds more than CPS in quintiles 2-4 but drops off in top quintile.
NHIS does better relative to CPS in quintiles 4 and 5 than lower.
PSID is higher than the others in every quintile, except in comparison to SIPP in the bottom quintile.  This could be distributional, not just more income.



Average Income Per Capita by

Quintile of Family Income

Quintile CPS | ACS | SIPP | MEPS | NHIS | PSID

All persons 22,893 | 22,854 | 20,514 | 22,089 | 21,558 | 25,710
Lowest 6,513| 6,926| 6,962 6,352 | 5,528 7,178
Second 13,789 | 14,259 | 13,355| 14,269 | 12,649 | 15,261
Third 19,293 | 19,576 | 17,946| 20,052 | 18,493 | 21,132
Fourth 25,604 | 25,496 | 23,250 | 25,976 | 25,151 | 28,785
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We computed average income per capita in each of the cells from the previous table.  These adjust for differences in population size, which makes the ACS even more similar to the CPS and makes the PSID even more of an outlier.


Persons with Earnings and
Per Capita Amount

CPS ACS SIPP MEPS NHIS

Millions of Persons with Nonzero Earnings

150.4 151.9 154.1 160.4 147.4

Average Earnings Per Waorker
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Presentation Notes
Economists divide income between earned and unearned.  Earnings include both wage and salary and self-employment income.

While CPS is official source of monthly labor force statistics, three surveys find more annual earners.

NHIS collects earnings for persons 18+ whereas the CB surveys collect it for 15+.  Taking those under 18 out of the CPS would yield an estimate just below NHIS.

MEPS total earnings (not shown) is very close to CPS, so lower average earnings is due to number of earners.  Is some unearned income misreported as earned?


Earned Income as % of CPS by
Quintile of Family Income

Quintile CPS ACS | SIPP | MEPS | NHIS
All persons 100.0 97.3 88.9 98.3 08.3
Lowest 100.0 117.3 113.9 108.8 111.6
Second 100.0| 104.1 97.3 113.4 04.7
Third 100]050) 08.8 89.5 106.9 99.9
Fournth 110]0)50) O7.6 89.1 102.6| 103.7
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Note that quintile here is still based on family income, so number of earners is not distributed evenly across quintiles.

CPS finds the lower total earnings in the bottom quintile than any of the other four surveys.

ACS and SIPP fall off relative to CPS over the first three quintiles then don’t change much.
MEPS is higher than CPS through four quintiles.

Recall that NHIS family income was 15% below the CPS in the bottom quintile.  Earnings is collected independently; clearly, a lot of respondents are leaving some earnings out of their family income.  


Unearned Income As % of CPS by
Quintile of Family Income

Quintile CPS | ACS | SIPP | MEPS | NHIS

All persons 100.0| 102.2 90.3 89.2 76.7

Lowest 100.0 83.4 98.2 86.6 60.3
Second 100.0 92.2 96.3 83.4 38.0
Third 100.0| 103.8| 106.2 96.4 84.6
Fourth 110/0)50) 99.7 98.3 90.9 62.2
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Unearned income is about a sixth of total income.

ACS is comparatively weak in the bottom two quintiles yet gets 23 percent more than CPS in the top quintile (even more relative to other surveys).

SIPP is close to CPS through four quintiles then drops to just 65% in the top quintile, which suggests the types of income on which SIPP is weak.

MEPS is 89% of CPS overall but rises to 96% in the middle quintile.

Unearned income for NHIS is calculated as the difference between family income and family earnings, which yields negative amounts—hence some of the very low values.


Percent of Persons by Ratio of Income to Poverty:

Six Surveys
40.0
30.0 -
19.0
18.3 17.7 20.0 18.4
20.0 15.6
10.0
12.2 12.5 11.8 12.5 14.7 98
0.0
CPS ACS SIPP MEPS NHIS PSID
@< 1.0 (poor) O 1.0 to < 2.0 (near poor)
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The poverty rate is an important measure, and how surveys compare on this needs to be understood.

Excluding PSID, SIPP finds narrowly the lowest poverty rate but the highest proportion between 100 and 200% of poverty and the second highest total low income.

NHIS has the highest poverty rate by more than 2 percentage points.  100 to 200 is more in line with others.  (Note our conversion to CPS family.)

PSID well below the others in both.  This is partly an artifact of how poverty is measured as well as an exclusion of unrelated persons (explain).  Adjusting for these leaves about a percentage point diff.


Percent of Population
Participating in Selected Programs

Program CPS | ACS | SIPP | MEPS | NHIS
Welfare/Food Stamps 7.3 8.8 11.2 7.1 5.0
SSI 1.7 1.6 3.0 2.3 1.9
Medicaid

EVerin prior year 11.6 NA 17.1 14.6 NA

cUrreEnttmontn

12.3

10:5
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SIPP’s strength.

On Medicaid, note the following:

CPS ever in 2002 compares to SIPP in December 2002.

SIPP finds more ever in 2002 than MEPS, which is also longitudinal.  MEPS finds slightly more than SIPP in December 2002.  NHIS lower than both of these for an average month in 2003. 


Income of Persons 65 and Older

Comparisons involving the MCBS were restricted to
persons 65 and older

The MCBS collects income for the sample beneficiary and
spouse, If present; this results in a double-counting of
spouse income, as spouses may be beneficiaries and
their incomes represented by other sample members

Best way to assess MCBS income data is to limit
comparisons to unmarried persons, who are one-third of
persons 65and older

MEBSIpercapitaincome for this populatlon 15,520,661,

“'-Jr J?"t‘ —*‘ ?i)—-' “‘ ?\J J’\)——’ ?;\JJ ‘r'

19,055 [or SIPP

MATHEMATICA
@cy Research, Inc._



Presenter
Presentation Notes
Both the MCBS and HRS illustrate the complications created by sampling a population by age and collecting data from more than one person (husband and wife) in a household.  

Give an overview of the MCBS and its simple income question:  respondent and spouse.


Income of Persons 51 and Older

To avoid double-counting of spouse income in the HRS,
we compare the average family income of persons 51 and
older

This average in HRS ($72,303) is 27 percent higher than
§$he CPS ($56,800) while ACS Is $58,625 and SIPP is
51,546

HRS income exceeds CPS by 17 to 18 percent in each of
bottom four,quintiles but is 37 percent higher.in top
guintile

Despitetnenignenincome by quintile; tne' KRS POVESLY

P)P ayvyaa
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Describe HRS.  Included in part because of its innovations in income measurement.  Family income is constructed by RAND.

Estimates of income from HRS are so far beyond the other surveys that we are not sure what to make of them.  Clearly, this is something important for users of the HRS to know.

The similarity between the HRS and the other surveys’ poverty rates suggest that in the lower part of the bottom quintile, there may be more similarity than for the quintile as a whole.


Impact of Family Definition
on Poverty Rate

Including unmarried partners and their relatives in
the family definition reduces the number of poor
compared to the CPS family definition

In both NHIS and MEPS, the broader family definition
reduced the number of poor by 2.6 million and the
overall poverty rate by 0.9 percentage points

In MEPS, the broader family definition:

— Reducedthe child poverty rate by 1.7.percentage points
— Reducedthe poyertyrates for;singleparentsiandtheir

— Did nlat errzinie)s £ aledSrly 99ty i

MATHEMATICA
@cy Research, Inc._



Presenter
Presentation Notes
Mention that the two unmarried partners sometimes share biological children, meaning that under the official poverty definition, one of a child’s parents may be in a separate family for poverty measurement. 


Timing of Family Composition
Relative to Income Reference Year

Simulations with SIPP show that:

— Poverty rates are lowest when income and family
composition are measured at the same time, by month

— If family composition is defined at a fixed point in time and
each family member’s income collected for a prior, 12-
month reference period, poverty rates grow modestly with
the interval between the income reference period and the
fixed date at.which family size and compaosition are
determined

— Jhepercentage . ofipersons:misclassified as: P00 0 N0oN:
000 greatly/exXceedsitiemneticiiangeinitaeipovertyrate
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Explain poverty measurement


=
Response to Income Questions by

Interview Month: Rolling Sample

Both non-response and allocation rates are
significantly higher in March, April and May than
other months of the year (ACS)

Finding holds for five of the seven income sources
reviewed

— Wages and salaries

— Self-employment income
— Asset.income

— Social Security

o rattarn did niot old jfor Sl or gualie cisssistines
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Acknowledge the Census Bureau.

Explain why we were interested in the monthly data but that they showed us no patterns in terms of income.

This was a real surprise


Percent of Income Allocated: 2003 ACS

THETTETNE

10 11 12

Calendar Month

W 2003 ACS
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Percent of Income Allocated by Income Source: 2003 ACS

30.0
25.0
20.0
15.0
10.0
50
0.0

1 2 3 4 5 6 7 3 9 10 11 12

Calendar Month

Wages Self-emp = Assetincome Soc Sec/RR Pensions
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Allocation Analysis

Allocation encompasses any method of replacing

missing values created by item or unit non-response
and left after editing

If available, partial information—such as bracketed
amounts or, for panel surveys, values from prior
Interviews—can lead to qualitatively better
Imputation of missing amounts

Our,estimates;of;allocation frequency focus on
percentiofiincomeiallocated, Which avoids;bias
AlSINgATOMILAENUMPENOTANCOMEIGUESTLIOIS
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Percent of Income Allocated, With or Without

Partial Information

45.0
40.0
35.0 00 —
30.0 == O Allocated with partial
25.0 5.6 information
20.0 345 00 25.4 mAllocated w/out partial
15.0 ' 0.2 information
10.0 17.

5.0 6.9 71

0.0

CPS ACS SIPP MEPS NHIS
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Explain the split between allocations using partial information and not.

Except for ACS, percent of total dollars allocated range from 32% to 43%.  Comment on magnitude.

Further evidence of good performance by ACS:  about half as much allocation as CPS.

Impact of using partial information or not in SIPP and MEPS (but is this just definitional or a real quality difference?)


Rounding of Reported Income

We cannot assess the accuracy of reported incomes,
but one way that respondents may reduce their
accuracy is to use a high level of approximation

When numerous respondents round their reported
Incomes, this creates spikes in the distribution

The frequency of round responses can be quantified
Pervasiverounding distorisitneresultsiof policy:

simulations thatiuUseinncometnresholdsitoestablisy;
liejioility
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45.0 -

Percent of Reported Incomes Divisible by $5,000 among

Positive Dollar Amounts below $52,500

39.8

40.0
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30.0

2/7.8
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ACS SIPP MEPS

NHIS

m Personal earnings m Total family income
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What Comes Next?

Scope of study excluded recommendations

Study provides groundwork for a discussion of
future directions and work on issues in individual
Surveys

We hopeitwill'serve as the basis for
recommendations,;onisurvey improvements and
futureinnoyvations
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