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Summary of main points

The burden of taxation is a measure of the proportion of income, either national or
individual, which is paid in taxes. There are a number of different ways in which the tax
burden can be defined and measured. This Research Paper summarises information from
anumber of sources.

As measured by the national accounts the burden of taxation in 2001/02 is estimated to be
around 37.5% of GDP. At the start of the 20" Century the ratio was around 10%. See
section |1 for details.

Official projections suggest that, on unchanged policies, the burden of net taxes and
social security contributions will be broadly stable at some 37% of GDP in the early years
of this decade. This compares with a peak of 38.9% in 1982/83 and a recent low of
33.3%in 1993/94. See section |11 for details.

Data for hypothetical working households suggest significant rises in real take home pay
over the period 1991/92 to 2001/02. Lower paid families with children benefited
significantly from the introduction of the working families tax credit in October 1999.
Most, but not all, the families considered will face a lower burden of direct taxes at the
end of this period than at the beginning. See section IV for details.

Households with the top fifth of disposable incomes now pay a higher proportion of al
household taxes than in 1979. However, as the share of gross income received by this
group has also increased, the burden of tax they face has fallen. Taxes paid by the fifth of
households with the lowest living standards now represent a higher proportion of income
than in 1979. See section V for details.

In 1999 the aggregate tax burden in the United Kingdom was significantly below the
average for the EU15. It was, however, above the level in several major non-European
countries including Australia, Japan and the United States. See section V1 for details.
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I I ntroduction

The burden of taxation is a measure of the proportion of income, either national or
individual, which is paid in taxes. The tax burden can change for a number of reasons:
discretionary decisions by government, the state of the macro-economy (eg level of GDP
relative to trend) and micro-economic factors such as changes in consumption patterns
and the distribution of income. Each budget includes a raft of discretionary tax changes,
some of which do not come into effect immediately. Details are published in each budget
‘Red Book’ together with estimates of the direct revenue implications." The following
table notes a selection of the magjor tax changes (in terms of revenue effect) coming into
effect each year 1992/93 to 2001/02 organised by the budget in which they were
announced.?

Y ear Budget Change

1992/93 Mar 1992 Introduction of 20p income tax band
Married couples alowance (MCA) frozen for those under 65
Car tax halved from 10% to 5%
Additional transitional relief for business rates

1993/94 Mar 1993 Income tax allowances frozen
Lower rate band for income tax extended
Car tax abolished and offsetting increases in fuel duties
(announced Nov 1982)
Additional transitional relief for business rates

1994/95 Mar 1993 Married couples allowance restricted to 20%
Mortgage tax relief restricted to 20%
L ower rate band for income tax extended
VAT on domestic fuel and power introduced at 8%
Escalator introduced for road fuel duty at 3%°
Standard rate of employees’ NICs raised from 9% to 10%
Nov 1993 Income tax allowances frozen
Insurance premium tax introduced
Air passenger duty introduced
Employers’ NICs reduced

1995/96 Nov 1993 Married couples alowance restricted to 15%
Mortgage tax relief restricted to 15%
Escalator for road fuel duty raised to 5%
Escalator introduced for tobacco duty at 3%
Nov 1994 Additional transitiona relief for business rates
Additional increases in excise duties to offset decision not to
increase VAT on domestic fuel and power to 17%%.

1 See, for example, HM Treasury, Budget 2001, HC 279 2000-01 table A.11

For details of current rates of direct taxes see Research Paper 01/24 Direct Taxes. Rates and Allowances
2001-02

Duty escalators require the rate of duty to be increased in each subsequent budget by a specified number
of percentage points above the rate of inflation. As such they have an on-going effect.
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Year

Budget

Change

1996/97

Nov 1995

Income tax persona allowance over-indexed

Basic rate of income tax reduced from 25% to 24%

Landfill tax introduced

Lower rate band for income tax extended

Income tax on savings reduced to 20% for basic rate taxpayers

1997/98

Nov 1995
Nov 1996

Jul 1997

Employer NICs reduced

Basic rate of income tax reduced from 24% to 23%

Income tax personal alowance over-indexed

Increase in insurance premium tax from 2%% to 4%

Air passenger duty doubled

Phased withdrawal of tax relief on profit related pay

VAT on domestic fuel and power reduced to 5%

Payable tax credits abolished

Corporation tax reduced from 33 to 31 percent

Higher rates of stamp duty on property transfers introduced
Windfall tax on privatised utilities

Duty escalators raised to 6% for road fuels and 5% for tobacco

1998/99

Jul 1997
Mar 1998

Mortgage tax relief restricted to 10%
Higher rates of stamp duty on property transfers increased
Advance timing of increasesin fuel duties

1999/00

Mar 1998

Mar 1999

Advanced corporation tax abolished and quarterly corporation
tax payments introduced

Working families' tax credit (WFTC) to replace family credit

Entry fee for employee NICs abolished

Married couples allowance restricted to 10%

Corporation tax reduced from 31% to 30%

10p starting rate of income tax

Higher rates of stamp duty on property transfers increased

Advance timing of increases in tobacco duties

Increase in insurance premium tax from 4% to 5%

2000/01

Mar 1999

Mar 2000

Mortgage tax relief abolished.

Married couples alowance abolished for those born after 1935

Basic rate of income tax reduced to 22%

Phased alignment of starting point for employee NICs with
personal alowance and consequential increases in upper
earnings limits

Duty escalators abolished but tobacco duties increased by 5% in
real terms

Higher rates of stamp duty on property transfers increased

2001/02

Mar 1999

Mar 2001

New children’stax credit (CTC)

Proposed climate change levy offset by reduction in employer
NICs

Increase in value of WFTC (from June 2001) and CTC (from
April 2001)

Over-indexation of starting rate band of income tax

Cutsin fuel duties
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[ National Accounts data

A. Background

The national accounts are published by National Statistics with the aim of providing a
coherent view of the UK economy. The accounts include details of the taxes paid by UK
residents and received by government. Relating the level of tax revenues to gross
domestic product (GDP) provides an aggregate measure of the tax burden. The
advantages of this measure are that consistent data are available over along period, data
are on internationally recognised definitions and all types of tax (eg direct and indirect)
areincluded. The disadvantages are that, as far as households are concerned, there is no
information about the distribution of the tax burden and no adjustments are made for the
impact of structural changes to the tax and benefit system (eg the switch from child tax
allowances to child benefit in the late 1970s).

B. Thelong-term perspective

Chart 1 (overleaf) illustrates the tax burden each calendar year since 1900 based on the
national accounts measure of the tax burden. The data for 1946 to 2000 are official
figures. The ratios for earlier years have been estimated from a range of officia and
academic sources. Appendix 1 gives the supporting data.

At the start of the 20™ Century the tax burden was around 10% compared to ratios of 34%
to 39% over the last two decades. Apart from shorter-term cyclical factors, the main
determinate of the tax burden is the level of public spending. The financial demands of
the two world wars are immediately apparent. In addition the growth of the welfare state
(education, health, social security and social housing) has put upward pressure on
expenditure compared to the days of the poor law and church schools.
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Chart 1

Tax and Social Security Contributions
per cent of GDP

45%

Q0% + — —— = —— mmm e — o —
Excluding Southern Ireland
—>

35% +

30%

L e

20%

1 S T e S e ...

Library estimates| Official data
e : >

Yo

)
\{o%\
\79‘%
(@% E
\{%b
\{9%
%,

© & £ S
FF S

Calendar years

e
%
\{%)0
{9\%\ E
%

C. Recent data and economic classification

Table 1 (overleaf) provides similar data for financial years since 1990/91 and includes
forecasts for 2000/01 and 2001/02 consistent with the March 2001 Budget. The total
includes taxes paid to central government, local government and the EU (in the form of
‘own resources’). Total taxes are divided into four broad economic categories:

» Taxes on production and imports. This includes most of the main indirect
taxes such as VAT and excise duties.

» Taxes on income, wealth, etc. This includes most of the main direct taxes
such asincome tax, capital gainstax and corporation tax.

» Taxeson capital (mainly inheritance tax).

» Social contributions (national insurance contributions).

10
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Taxes and Social Contributions

Per cent of GDP

Taxes on production

and imports (a) Taxeson
Paid to income,
Financial genera wealth etc Taxeson Social
year government Paid to EU (b) capital Contributions Total
1990/91 12.3% 11% 16.7% 0.2% 6.2% 36.6%
1991/92 13.4% 0.9% 15.6% 0.2% 6.2% 36.4%
1992/93 12.8% 1.0% 14.5% 0.2% 6.2% 34.5%
1993/94 12.8% 1.0% 13.8% 0.2% 6.2% 34.0%
1994/95 13.1% 0.8% 14.5% 0.2% 6.2% 34.8%
1995/96 13.3% 1.0% 15.1% 0.2% 6.2% 35.8%
1996/97 13.3% 0.9% 15.0% 0.2% 6.1% 35.6%
1997/98 13.6% 0.7% 16.0% 0.2% 6.3% 36.9%
1998/99 13.7% 0.7% 16.2% 0.2% 6.4% 37.2%
1999/00 13.9% 0.6% 16.6% 0.2% 6.3% 37.7%
2000/01 (c) 14.0% 0.7% 17.2% 0.2% 6.4% 37.9%
2001/02 (c) 13.9% 0.6% 17.2% 0.2% 6.3% 37.6%

Notes: (8) Includes non-domestic rates.

(b) Includes domestic rates/ community charge/ council tax and motor duties paid by households.
(c) Consistent with March 2001 Budget.

Sources: National Statistics- CSDB (series NZGX, FIWB, NMCU, NMGI, AllH, GCSU & BKTL)

HM Treasury, Budget 2001, HC 279 2000-01 tables C3, C9 & C22

[11  Public finance presentation

For the purposes of presenting the public finances (eg in the budget documentation) the
Treasury uses a dightly different measure of the aggregate tax burden: net taxes and
social security contributions as a proportion of GDP. This indicator varies from the
national accounts measure described in section 11 in a number of (mainly minor) respects:

It is measured on a strict cash receipts basis whereas in the national accounts
some revenues are on an accruals basis (i.e.revenues are shown against the
period in which the liability arises and not when payment is made).

Oil royalties (treated as rent in the national accounts) are included.

It is measured net of certain tax credits that are classified as public expenditure
in the national accounts. Such credits include mortgage tax relief (from
1991/92), life assurance premium relief and private medical insurance relief
for the over 60s (from 1994/95) and from October 1999 the working families
tax credit (WFTC) and disabled persons tax credit. Family credit, for which
the WFTC was a partia replacement, was not treated as a tax credit.

11
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Chart 2 shows the trend in this measure of the tax burden since 1978/79 together with
forecasts and projections for years up to 2005/06.*

Chart 2

Net taxes and social security contributions
per cent of GDP
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1978/79 |33.4%
1979/80 |34.0%
1980/81 |35.4%
1981/82 |38.8%
1982/83 |38.9%
1983/84 |38.2%
1984/85 |38.8%
1985/

1986/87 |37.7%
1987/88 |37.6%
1988/89 |36.9%
1989/90 |36.3%
1990

1991/92 |(35.2%
1992/93 |34.0%
1993/94 |33.3%
1994/95 |34.3%
1995

1996/97 |(35.2%
1997/98 |36.5%
1998/99 |37.0%
1999/00 |36.9%
2000,

2001/02 |37.5%
2002/03 |37.3%
2003/04 |37.0%
2004/05 |37.0%
2005/06 |37.0%

Technical box 1

Working familiestax credit

The WFTC was introduced in October 1999 to provide in-work support for low-paid families
with children. It replaced the socia security benefit family credit, but, unlike family credit, it
is administered by the Inland Revenue (rather than the DSS) and the normal method of
payment is through the pay packet. In anumber of respects the WFTC is more generous than
family credit. In particular, the rate at which the WFTC is withdrawn is 55% of any increase
in earnings (net of tax and national insurance) compared to a rate of 70% for family credit.
The Government considers the WFTC to be part of the income tax system and the cost of the
WFTC is therefore deducted from gross tax revenues to calculate net taxes and social security
contributions as shown above. However, for the purposes of the national accounts, the WFTC
is being treated as public expenditure.  Under the 1995 European System of Accounts
(ESA95) such a payment would only be classified as negative taxation in the national
accounts if (a) the benefit to the individual taxpayer did not exceed the amount of tax paid by
them, and (b) it was made as a matter of economic policy; and (c) the allowance was an
integral part of the tax system.

*  Source: HM Treasury, Budget 2001, HC 2796 2000-01 tables C10 & C23

12
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In the early to mid-1980s the tax burden rose sharply reflecting the impact of the
recession and attempts to reduce the public sector deficit. Receipts peaked at 39% of
GDP in 1982/83. This was a period when revenues were also boosted by substantial
receipts relating to North Sea oil production. However, these declined rapidly after the
world oil price fell sharply in 1986. The late 1980s saw a period of rapid economic
growth and strong public finances. This allowed the government of the day to announce a
series of tax reductions. Most notably in the 1988 budget when the basic rate of income
tax was reduced to 25% (from 27%), higher rates of income tax above 40% were
abolished and allowances were increased by more than indexation. The tax burden fell
steadily to around 36.3% of GDP at the end of the decade.

With the recession of the early 1990s the economy shrank (in real terms GDP in 1992/93
was lower than it had been in 1989/90) and the tax burden fell sharply, largely as the
result of cyclical factors (seetechnical box 2 on taxation and the cycle). Thisresultedina
series of phased tax increases announced in the two budgets of 1993, which were aimed at
putting the public finances back on a sustainable basis. Further increases occurred before
a peak of 37.7% was reached in 2000/01 reflecting factors such as the abolition of
payable tax credits and the continuing impact of the escalators for road fuel and tobacco
duties. The Treasury stated in the March 2001 Budget Red Book that, even after allowing
for the high oil price (which boosted North Sea oil revenues),

[...] theincreasein theratio of net taxes and socia security contributions to GDP
in the two years to 2000-01 has been significantly greater than could have been
expected by the Treasury’'s published ready reckoners for the effects of the
economic cycle on the public finances [...] This is reflected in fairly large
forecasting errors for receipts in 2000-01 [...] Most of these errors relate to the
forecasts of income tax and social security contributions.”

Slight reductions are expected in 2001/02 and 2002/03 reflecting factors such as increases
inthe WFTC, the introduction of the Children’s Tax Credit and reductionsin fuel duty.

> For example, income tax receipts in 2000/01 are now expected to be about £6 billion higher than

forecast in the March 2000 Budget. Around half of thisis thought to reflect higher than expected Self
Assessment receipts (mainly from the self-employed) and about half down to higher than expected
PAY E receipts, probably from bonus payments.

13
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Technical box 2

Taxation and the cycle

Revenues from some taxes, most notably income tax and corporation tax, vary
disproportionately with changes in GDP. Thus economic growth above the long-term trend is
associated with arising tax burden and vice versa. Estimates published by the Treasury in 1999
suggest that the long-term effect of a 1 per cent rise in output relative to trend could be an
approximate 0.2 percentage point increase in the ratio of total tax receipts to GDP. This
compares with an estimate of 0.3 percentage points published by the Treasury in a similar study
in 1995. While they can be significant, cyclical factors account for only a small proportion of
the variation in the tax burden over the last 20 years.

Source: HM Treasury, Fiscal Policy: public finances and the cycle, Budget Publications March
1999

IV Hypothetical families

From 1981 until 1996 the Treasury answered a series of parliamentary questions about the
taxes paid by various hypothetical families on different multiples of average male earnings.®
These answers included both direct taxes such as income tax and national insurance and
indirect taxes such as VAT, excise duties and local government taxes. Similar questions
since the 1997 Genera Election have only received substantive replies about direct taxes.
For example, the following comments were made in answer to a question tabled after the
1998 Budget: ’

Further consideration is being given to whether the information provided is
typical of familiesin the UK. Similarly, estimating the impact of indirect taxesis
imprecise as spending patterns vary widely between households with the same
composition and income. The level of council tax payments will also vary
depending on where families live. Further consideration is being given to
whether the conventions, assumptions and sampling methods can be improved in
order to provide information which is meaningful and reliable.

A question after the 1999 Budget specifically requesting data on indirect taxes received
the following answer:®

Estimating the impact of indirect taxes on the basis of average assumptions about
household spending is imprecise as spending patterns vary widely between
households with the same composition and income, with the consumption of the

®  See for example, HC Deb 11 December 1996 c190W
" HC Deb 5 May 1998 c331W
8 HC Deb 24 May 1999 c56W

14
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majority of goods and services far from universal. For example, only around one
third of adults are smokers. This can be contrasted with direct taxes and benefits
where at specified earnings and for particular household types there is a known
benefit entitlement or tax liability.

The 1999/00 edition of the Treasury publication The Tax Benefit Reference Manual,
published in July 1999 announced that: “Following careful consideration this series has
been discontinued [...]".°

As a result, this Research Paper concentrates on the amounts of direct tax that would be
paid by hypothetical families and the resulting measure of take-home pay. Those
interested in the impact of indirect taxes in the years 1978/79 to 1997/98 are referred to
previous versions of this Research Paper.™

The analysis here covers the period 1991/92 to 2001/02. Family credit and the working
families tax credit are included. This reflects the Government’s view that the WFTC is an
integral part of the tax system (see technical box on WFTC above). Further details of the
assumptions and methodology are set out in Appendix 2. The three household types
considered here are a single person; amarried couple (without children) both working; and a
couple with two children under 11 where only the husband works. The detailed analysis
below looks at families on 75% and 100% of median earnings (see technical box on mean
and median earnings). Similar data for families on 50%, 150% and 200% of median
earnings are set out in Appendix 3.

Technical box 3

Median and mean ear nings

The median and mean are both measures of average. The mean is the conventional arithmetic
average where the earnings of all those in the sample are added together and divided by the
sample size. The median, on the other hand, is the point that divides the earnings distribution in
half (i.e. 50% of employees earn less than the median and 50% more than the median) and is
often described as being the ‘typica’ level of earnings. Characteristically, distributions of
earnings are positively skewed with along ‘tail’ of high earners situated significantly above the
median vaue. In this situation the mean value will exceed the median and a small number of
very higher earners may have a disproportionate effect on the mean. During the 1980s mean
earnings grew faster than median earnings suggesting that the distribution of earnings was
becoming less equal.

Tables 2 and 3 on pages 18 and 19 relate to families on 75 and 100 per cent of median
earnings. Some of the main features are:

9
p13.13
9 For example, The Burden of Taxation, Research Paper 97/50, 22 May 1997

15
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» All the families experience rising real take-home pay during both the periods
1991/92 to 1996/97 and from 1996/97 to 2001/02. This partly reflects rising
gross earnings (real median gross earnings in 2001/02 are assumed to be
nearly 13¥% above their level in 1991/92) and, for most families, a declinein
the proportion of gross earnings taken by income tax and NICs.

* In 2001/02 working couples on combined earnings of 75% of average earnings
have a marginally higher direct tax burden than in 1991/92 although it is lower
than in a number of intervening years. This partly reflects the loss of the
MCA.

* Lower paid families with children gain significantly from the introduction of
the WFTC, which is substantially more generous than family credit. Couples
with children also gain from real increases in child benefit in 1999/00. Taking
account of child benefit and FC/WFTC, take home pay for those on 75% of
the median exceeds gross earnings in 2000/01 and 2001/02 (i.e.the tax burden
is negative)."

* Married couples without children see smaller increases in real take home pay
than either single people or couples with children. In part this reflects the fact
that they lose the married couples allowance but do not benefit from the new
children’ s tax credit (see technical box).

" The Treasury calculates that for asingle-earner couple with two children on average (mean) earnings the
burden of direct taxes in 2001/02 will be the lowest since 1972. [HM Treasury, Budget 2001, HC 279
2000-01 paragraph 1.41]

16
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Technical Box 4

Married couplesallowance and the children’stax credit

The married couples alowance (MCA) — given to all married couples —was introduced in its
current form in 1990/91 at arate of £1,720 (for those aged under 65) and could be set against
income at a taxpayer's highest marginal rate. The concept of the MCA was seen by some
commentators as sitting uneasily with the new system of independent taxation for husbands
and wives. There were no increases in the nominal amount of the allowance until 1996/97.
In 1994/95 it was transformed into a tax credit worth 20% of the nomina alowance (i.e.
£344) which could be set against ataxpayer's final income tax liability. This was reduced to
15% in 1995/96 and to 10% in 1999/00 when the nominal value was £1,970. The MCA was
withdrawn from all couples from 6 April 2000 except those aged 65 or over at this date.

The March 1999 Budget included a proposal to introduce a children's tax credit in 2001/02.
Thiswill have a nomina value of £5,200 per family payable at arate of 10% (i.e.a tax credit
worth £520). The child tax credit is to be withdrawn from those with higher incomes at rate
of £1 for each £15 of income that is liable to income tax at the higher rate. On the basis of
the allowances and thresholds in 2001/02, this will be at a gross income level of £41,735.

In the March 2001 Budget the Chancellor proposed that from 2002/03 the value of the
children’stax credit would be increased to £1,000 for families in the year of a child’s birth.

Two limitations of this analysis should be noted. First, it takes no account of non-standard
tax reliefs (such as mortgage interest relief or changes to the taxation of non-monetary
income such as company cars) or changes to the tax system for unearned income. Second,
the families are not necessarily typical of the mgority of taxpayers. For example, no
account is taken of the self-employed or pensioners, who also pay tax. Also, athough
employees are assumed to be contracted into SERPS, the majority of people now pay NICs
at the contracted-out rate.

17
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Table2

The burden of direct taxes and real take home pay:

£ per week

Gross Earnings

Single person
Income Tax

NICs

Incometax + NICs
Incometax + NICs
Incometax + NICs
Take-home pay
Take-home pay
Take-home pay

Married, no children, both wor king

Income Tax

NICs

Incometax + NICs
Incometax + NICs
Incometax + NICs
Take-home pay
Take-home pay
Take-home pay

Cash prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index a 1999/00 prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index at 1999/00 prices

Married, 2 children, husband working

Income Tax

NICs

Child benefit

FC/IWFTC

Incometax + NICs- CB-FC/WFTC
Incometax + NICs- CB-FC/WFTC
Incometax + NICs- CB-FC/WFTC
Take-home pay

Take-home pay

Take-home pay

Cash prices

Cash prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index at 1999/00 prices

1991/92

£191.85

£32.12
£13.63
£45.75
£56.43
23.8%
£146.10
£180.23
100.0

£8.01
£9.99
£18.00
£22.20
9.4%
£173.85
£214.46
100.0

£23.85
£13.63
£16.13
£0.00
£21.35
£26.34
11.1%
£170.50
£210.32
100.0

1992/93

£201.75

£31.95
£14.38
£46.33
£55.40
23.0%
£155.42
£185.86
103.1

£7.23
£10.60
£17.83
£21.32
8.8%
£183.92
£219.94
102.6

£23.68
£14.38
£17.45
£0.00
£20.61
£24.65
10.2%
£181.14
£216.61
103.0

75% of median ear nings

1993/94

£208.20

£33.08
£14.82
£47.90
£56.32
23.0%
£160.30
£188.47
104.6

£8.52
£10.90
£19.42
£22.84
9.3%
£188.78
£221.96
103.5

£24.81
£14.82
£18.10
£0.00
£21.53
£25.32
10.3%
£186.67
£219.48
104.4

1994/95

£214.58

£34.20
£16.90
£51.09
£58.48
23.8%
£163.48
£187.10
103.8

£10.04
£12.34
£22.38
£25.61
10.4%
£192.20
£219.97
102.6

£27.58
£16.90
£18.45
£0.00
£26.03
£29.79
12.1%
£188.55
£215.79
102.6

1995/96

£221.78

£35.42
£17.54
£52.96
£58.70
23.9%
£168.82
£187.13
103.8

£12.46
£12.90
£25.36
£28.11
11.4%
£196.41
£217.71
101.5

£30.46
£17.54
£18.85
£4.85
£24.29
£26.93
11.0%
£197.48
£218.90
104.1

1996/97

£231.00

£35.06
£18.22
£53.28
£57.66
23.1%
£177.72
£192.31
106.7

£12.08
£13.34
£25.42
£27.50
11.0%
£205.59
£222.47
103.7

£29.90
£18.22
£19.60
£4.87
£23.65
£25.59
10.2%
£207.35
£224.38
106.7

1997/98

£240.60

£35.08
£19.10
£54.18
£56.75
22.5%
£186.42
£195.25
108.3

£11.73
£14.14
£25.87
£27.09
10.8%
£214.73
£224.91
104.9

£29.80
£19.10
£20.05
£2.12
£26.74
£28.00
11.1%
£213.86
£224.00
106.5

1998/99

£249.53

£36.36
£19.83
£56.19
£57.08
22.5%
£193.34
£196.40
109.0

£12.16
£14.71
£26.87
£27.29
10.8%
£222.66
£226.18
105.5

£30.87
£19.83
£20.75
£2.45
£27.51
£27.94
11.0%
£222.02
£225.53
107.2

1999/00

£258.38

£36.50
£19.24
£55.74
£55.74
21.6%
£202.64
£202.64
112.4

£10.94
£12.64
£23.58
£23.58
9.1%
£234.80
£234.80
109.5

£32.71
£19.24
£24.00
£21.06
£6.89
£6.89
2.7%
£251.49
£251.49
119.6

2000/01

£270.00

£37.34
£19.40
£56.74
£54.95
21.0%
£213.26
£206.55
114.6

£15.95
£11.80
£27.75
£26.87
10.3%
£242.25
£234.63
109.4

£37.34
£19.40
£25.00
£48.65
-£16.91
-£16.38
-6.3%
£286.91
£277.88
132.1

2001/02

£282.20

£38.56
£19.52
£58.08
£55.28
20.6%
£224.12
£213.33
118.4

£16.29
£10.82
£27.11
£25.81
9.6%
£255.09
£242.81
113.2

£28.56
£19.52
£25.85
£43.95
-£21.72
-£20.67
-1.7%
£303.92
£289.29
1375
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Table3

The burden of direct taxes and real take home pay:

£ per week

Gross Earnings

Single person
Income Tax

NICs

Incometax + NICs
Incometax + NICs
Incometax + NICs
Take-home pay
Take-home pay
Take-home pay

Married, no children, both wor king

Income Tax

NICs

Incometax + NICs
Incometax + NICs
Incometax + NICs
Take-home pay
Take-home pay
Take-home pay

Cash prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index a 1999/00 prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index at 1999/00 prices

Married, 2 children, husband working

Income Tax

NICs

Child benefit

FC/IWFTC

Incometax + NICs- CB-FC/WFTC
Incometax + NICs- CB-FC/WFTC
Incometax + NICs- CB-FC/WFTC
Take-home pay

Take-home pay

Take-home pay

Cash prices

Cash prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index at 1999/00 prices

1991/92

£255.80

£48.11
£19.38
£67.49
£83.26
26.4%
£188.31
£232.30
100.0

£24.00
£15.74
£39.74
£49.02
15.5%
£216.06
£266.53
100.0

£39.84
£19.38
£16.13
£0.00
£43.10
£53.16
16.8%
£212.70
£262.39
100.0

1992/93

£269.00

£48.76
£20.43
£69.19
£82.75
25.7%
£199.81
£238.93
102.9

£22.01
£16.65
£38.66
£46.23
14.4%
£230.34
£275.45
103.3

£40.50
£20.43
£17.45
£0.00
£43.48
£51.99
16.2%
£225.52
£269.69
102.8

100% of median earnings

1993/94

£277.60

£50.43
£21.06
£71.50
£84.06
25.8%
£206.10
£242.33
104.3

£23.36
£17.14
£40.51
£47.63
14.6%
£237.09
£278.77
104.6

£42.16
£21.06
£18.10
£0.00
£45.13
£53.06
16.3%
£232.47
£273.33
104.2

1994/95

£286.10

£52.08
£24.05
£76.13
£87.13
26.6%
£209.97
£240.31
103.4

£26.49
£19.49
£45.98
£52.62
16.1%
£240.12
£274.81
103.1

£45.46
£24.05
£18.45
£0.00
£51.06
£58.44
17.8%
£235.04
£269.00
102.5

1995/96

£295.70

£53.90
£24.93
£78.83
£87.38
26.7%
£216.87
£240.39
103.5

£29.47
£20.29
£49.76
£55.15
16.8%
£245.94
£272.61
102.3

£48.94
£24.93
£18.85
£0.00
£55.02
£60.99
18.6%
£240.68
£266.78
101.7

1996/97

£308.00

£53.54
£25.92
£79.46
£85.99
25.8%
£228.54
£247.31
106.5

£28.97
£21.04
£50.01
£54.12
16.2%
£257.99
£279.18
104.7

£48.38
£25.92
£19.60
£0.00
£54.70
£59.19
17.8%
£253.30
£274.10
104.5

1997/98

£320.80

£53.53
£27.12
£80.65
£84.47
25.1%
£240.15
£251.53
108.3

£28.84
£22.16
£51.00
£53.42
15.9%
£269.80
£282.58
106.0

£48.25
£27.12
£20.05
£0.00
£55.32
£57.94
17.2%
£265.48
£278.06
106.0

1998/99

£332.70

£55.49
£28.15
£83.64
£84.96
25.1%
£249.06
£253.01
108.9

£29.88
£23.03
£52.91
£53.74
15.9%
£279.79
£284.22
106.6

£50.00
£28.15
£20.75
£0.00
£57.40
£58.31
17.3%
£275.30
£279.65
106.6

1999/00

£344.50

£56.31
£27.85
£84.16
£84.16
24.4%
£260.34
£260.34
112.1

£29.60
£21.25
£50.85
£50.85
14.8%
£293.65
£293.65
110.2

£52.52
£27.85
£24.00
£3.64
£52.73
£52.73
15.3%
£291.77
£291.77
111.2

2000/01

£360.00

£57.14
£28.40
£85.54
£82.85
23.8%
£274.46
£265.82
114.4

£35.08
£20.80
£55.88
£54.12
15.5%
£304.12
£294.55
1105

£57.14
£28.40
£25.00
£14.99
£45.55
£44.11
12.7%
£314.45
£304.56
116.1

2001/02

£376.20

£59.24
£28.92
£88.16
£83.92
23.4%
£288.04
£274.18
118.0

£35.71
£20.22
£55.93
£53.24
14.9%
£320.27
£304.85
114.4

£49.24
£28.92
£25.85
£8.79
£43.52
£41.43
11.6%
£332.68
£316.67
120.7
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V  Household survey data

Nationad Statistics conducts a regular analysis of the ‘effects of taxes and benefits on
household income’ that enables some conclusions to be drawn about the changing burden of
taxation on different types of household and on households with different income levels.
The latest results were published in the April 2001 edition of Economic Trends and this
source should be consulted for details of the methodology. The analysis combines data on
the income and expenditure patterns of households from the Family Expenditure Survey
with details of tax revenues and public spending to produce estimates of the average
amounts paid in taxes and received in benefits by groups at various points in the income
digtribution. (Indirect taxes include an estimate of the extent to which intermediate taxes on
businesses are passed on to consumersin the form of higher prices.)

There are some problems when using information from this source as a time series. Each
year's analysis is undertaken as a free-standing exercise and figures for successive years are
not necessarily comparable. For example, in recent years the definition of income has been
widened to include the value of company cars (from 1990) and the beneficia value of loans
by employers for house purchase (from 1992). In addition the results are based on a
relatively small sample survey and are, of necessity, subject to sampling errors.  While
detailed comparisons between any two figures may not be firmly based, the data should,
nevertheless, provide a feel for the overall pattern and broad trends. The results are
presented for each quintile ranked by to equivalised disposable income. 22

The overall burden of taxes on households, expressed as a proportion of gross income, was
37% in 1999/00 (see table 4 overleaf) - the same asin 1979. These data suggest that the tax
burden on the lowest quintile has increased since 1979 although much less so compared to
1977 or 1981. The low tax burden for the bottom quintile in 1979 compared with ether
1977 or 1981 looks to be somewhat out of line with the trend and probably reflects a number
of factors:

* There were above-inflation increasesin personal alowancesin 1977/78 and 1979/80
and the introduction of a 25% lower rate of income tax in 1978/79. To a large
extent, these factors were offset in 1980/81 when the lower rate was removed and in
1981/82 when allowances were frozen.

* More generdly, there is a concern about the possible under-recording of income for
some poorer households.

» Sampling error.

12 Quintiles are groups obtained by dividing the income distribution into five equally-sized parts. For recent
years data are available by decile (i.e. tenths of the income distribution) but consistent figures from the
1970sto the present day have only been published by quintile.

1 Equivalisation adjusts income for family composition so that income is a better reflection of living
standards. For example, a single person with a particular disposable income would generally be considered
to have ahigher standard of living than afamily of four with the same income.
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Table4
Direct and indirect taxes as a per centage of grossincome
Period Quintile of equivalised disposable income All
Lowest Second Third Fourth Highest households
1977 37% 37% 39% 40% 37% 38%
1979 31% 34% 38% 39% 37% 37%
1981 36% 36% 40% 41% 39% 39%
1983 37% 36% 40% 41% 40% 39%
1985 36% 35% 39% 40% 38% 38%
1987 37% 36% 38% 39% 37% 37%
1989 39% 36% 38% 37% 35% 36%
1991 @ 38% 35% 37% 36% 34% 35%
1993/94  (b) 39% 33% 36% 36% 35% 36%
1994/95  (b) 39% 34% 36% 37% 36% 36%
1995/96  (b) 42% 36% 37% 38% 37% 37%
1996/97  (b)(c) 37% 35% 37% 37% 35% 36%
1997/98  (b)(c) 38% 34% 36% 38% 35% 36%
1998/99  (b)(c) 40% 35% 38% 38% 36% 37%
1999/00  (b)(c) 41% 35% 37% 38% 35% 37%

Notes: (a) Income includes company cars.
(b) Income includes company cars and beneficial loans for house purchase from employers.
(c) Sample re-weighted to reflect total population.

Source: ONS, "The effects of taxes and benefits on household income", Economic Trends,
April 2001 and earlier editions

Table 5 (overleaf) shows each quintile's share of those direct and indirect taxes that can
reasonably be allocated to households. Comparing 1999/00 with 1979, the shares of taxation
paid by the top 20% of households appears to have risen with 42% of dl taxes on
households now being paid by this group compared to 36% in 1979. Thisis despite the top
quintile facing a dlightly lower tax burden (see table 4 above). Thisis possible because this
group has benefited from an increased share of gross income (up from 35% in 1979 to 44%
in 1999/00). There have been modest falls in the shares paid by the second, third and fourth
quintiles and a dight rise in the share of the lowest quintile.
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Table5
Share of direct and indirect taxes
Period Quintile of equivalised disposable income All
Lowest Second Third Fourth Highest households
1977 7% 12% 20% 26% 35% 100%
1979 6% 12% 20% 27% 36% 100%
1981 % 11% 19% 26% 3% 100%
1983 % 10% 19% 25% 38% 100%
1985 7% 10% 19% 26% 38% 100%
1987 % 10% 18% 25% 40% 100%
1989 % 10% 19% 26% 39% 100%
1991 @ 6% 10% 18% 26% 40% 100%
1993/94 (b) % 9% 17% 24% 42% 100%
1994/95 (b) % 9% 17% 25% 42% 100%
1995/96 (b) 8% 10% 17% 24% 41% 100%
1996/97  (b)(c) 7% 10% 17% 25% 41% 100%
1997/98  (b)(c) 7% 10% 17% 25% 41% 100%
1998/99  (b)(c) 7% 10% 17% 24% 42% 100%
1999/00  (b)(c) 7% 10% 17% 25% 42% 100%

Notes: (a) Income includes company cars.
(b) Income includes company cars and beneficial loans for house purchase from employers.
(c) Sample re-weighted to reflect total population.
(d) Figures may not sum to 100% due to rounding.

Source: ONS, "The effects of taxes and benefits on household income", Economic Trends,
April 2001 and earlier editions

VI International Comparisons

International comparisons of the tax burden are available from a number of sources. This
section summarises the results of two regular studies published by the OECD. Eurostat
(the Statistical Office of the European Communities) produce similar data for the
members of the EU.

Table 6 (overleaf) shows OECD countries ranked (from highest to lowest) by the ratio of
total tax revenues (including social security contributions) to gross domestic product in 1998
together with figures for selected earlier years and provisional data for 1999 where available.
On this basis the United Kingdom was ranked 15" highest of the 28 countries for which
figures are available for 1998. The UK’s ratio of 37.2% was marginaly above the
unweighted average for the OECD, but below that for the EU. There is a clear difference
between the ‘ European model’ and countries such as Australia, the United States and Japan.
Nine of the ten countries with the highest ratios for 1998 were EU member states and the
unweighted average for the EU was 41.3% compared to an average for the other 14
countries of 32.3%.
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Table6
Total tax revenue as per centage of GDP at market prices (a)
1980 1985 1990 1992 1994 1995 1996 1997 1998 1999
(prov)
Sweden 471 48.3 53.7 49.3 487 476 49.8 51.5 52.0 52.1
Denmark 439 474 471 47.3 49.9 494 49.9 50.0 49.8 50.6
Finland 36.2 40.0 4.7 45.9 46.6 44.9 47.3 46.1 46.2 465
Belgium 431 46.3 439 433 453 448 452 45.7 45.9 454
France 40.6 43.8 43.0 43.1 437 44.0 45.0 45.2 45.2 46.0
Austria 395 41.6 40.2 422 425 41.6 434 44.2 444 443
Norway 2.7 433 418 41.0 41.3 415 415 424 43.6 41.8
Italy 30.3 34.4 389 41.7 414 41.2 2.7 44.2 2.7 43.0
Luxembourg 40.8 45.3 40.7 39.9 422 41.9 433 41.8 415 421
Netherlands 434 424 428 44.9 43.0 41.9 48.0 42.0 41.0 40.3
Hungary (b) . . . 45.7 44.0 424 40.7 39.0 38.7 37.0
Czech Republic (b) . . . . 41.3 401 39.1 38.6 38.3 375
Poland (b) . . . 38.2 40.6 39.8 39.6 39.1 37.9 .
Canada 32.0 33.1 36.1 36.2 35.4 35.7 36.1 36.9 374 .
[United Kingdom 35.3 37.7 36.0 34.8 34.0 35.2 35.1 353 37.2 36.6|
Germany (c) 3.1 32.9 32.6 37.7 38.1 38.2 37.4 37.0 37.0 37.7
New Zealand 33.0 33.6 3.1 36.5 36.7 37.6 35.7 36.3 35.2 .
Switzerland 289 30.6 30.9 31.2 33.0 33.5 34.2 33.8 35.1 35.1
Portugal 24.6 27.1 29.6 32.9 320 32.7 32.6 335 34.2 345
Spain 229 27.6 33.0 34.3 335 32.8 326 33.7 34.2 35.1
Iceland 29.2 284 314 32.2 30.9 31.2 32.2 31.8 33.6 35.4
Ireland 315 35.1 336 34.5 35.7 33.1 33.2 32.8 32.2 31.9
Australia 274 29.1 29.3 27.1 28.7 294 30.1 29.8 29.9
United States 27.0 26.1 26.7 26.6 27.3 276 27.9 283 289 .
Turkey 17.9 154 20.0 224 222 226 254 27.9 287 318
Japan 254 27.6 30.9 28.8 2738 284 2822 28.7 284 27.7
Korea 17.7 16.9 19.1 19.4 204 20.5 214 214 21.1 238
Mexico 16.2 17.0 173 176 17.2 16.6 16.6 175 16.0 165
Greece 240 286 294 30.5 31.3 317 318 33.7
Unweighted averages:
OECD total (d) 321 338 35.0 35.9 36.4 36.1 36.8 36.8 37.0
EU 15 (d) 35.8 38.6 39.2 40.2 40.5 40.1 41.2 41.1 41.3

Notes: (a) Ranked by the 1998 figures.
(b) The Czech Republic, Hungary and Poland joined the OECD in 1995/1996. Data for earlier years are not available.
(c) Unified Germany from 1991 onwards.
(d) Unweighted averages include an OECD estimate for Greece for 1998.

Source: OECD, Revenue Statistics, 1965-1999 (tables 3 & 39)

As with al international comparisons it is difficult to ensure complete comparability, as
there is considerable variation between the tax regimes existing in different countries. In
preparing these estimates the OECD have defined taxes as, “... compulsory, unrequited
payments to general government”. However, it is sometimes unclear whether certain levies
and licence feesfall within this definition. In the case of the United Kingdom, this definition
excludes ail royalties from total taxation. In addition, countries are at different stages in the
economic cycle which may affect the revenue from some taxes.

Table 7 (overleaf) is based on the tax and benefit position of a single person and a single-
earner couple with two children where the employee is receiving the average for a manual
worker in manufacturing industry. As with the data for the United Kingdom in section
IV, the calculation of income tax only reflects standard allowances and reliefs and the
exercise is subject to the same limitations. The table shows, for 1999-2000, the ratio to
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gross earnings of income tax plus employees social security contributions less cash
benefits such as child benefit.

Table7

Tax less cash benefitsas % of gross earnings (a)
Aver age production worker, 2000 (provisional)

Single One-earner couple
Country person with two children
Australia 22.6 7.7
Austria 27.8 74
Belgium 41.8 20.9
Canada 26.5 15.8
Czech Republic 23.1 -15
Denmark 44.2 30.8
Finland 335 24.1
France 27.8 151
Germany 41.3 194
Greece 17.7 17.8
Hungary 311 10.7
Iceland 20.9 -6.2
Ireland 20.3 53
[taly 28.2 145
Japan 16.1 11.8
Korea 9.2 8.4
L uxembourg 26.4 -1.1
Mexico 24 24
Netherland 36.1 24.9
New Zealand 194 15.2
Norway 29.3 18.0
Poland 313 254
Portugal 17.7 8.6
Spain 185 94
Sweden 32.9 239
Switzerland 21.9 8.6
Turkey 28.6 28.6
United Kingdom 238 153
United States 25.6 15.6
Unweighted averages:
OECD total 25.7 13.7
EU15 29.2 15.8

Notes: (a) Incometax and social security contributions less cash benefits as
percentage of gross earnings.

Source: OECD, Taxing Wages, 1990-2000, table 14

For a single person the United Kingdom ratio of 23.8% is below the unweighted average
for the OECD and the EU and is the 17" highest among the 29 OECD members. The
United Kingdom'’s ratio for a couple with two children, 15.3%, is above the OECD
average but below the EU average, and is ranked 13" highest. (The negative figures for
the Czech Republic, Iceland and Luxembourg occur because, at this level of earnings,
child benefit payments more than offset the tax liability and socia security contributions.)
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Appendix 1. Thetax burden 1900-2000

Taxes and Social Contributions
Per cent of GDP

Calendar Library estimates Officid
year Including Excluding data
Southern Southern
Ireland Ireland
1900 8.5%
1901 9.1%
1902 10.0%
1903 10.0%
1904 9.8%
1905 9.7%
1906 9.6%
1907 9.6%
1908 9.7%
1909 9.6%
1910 10.2%
1911 10.1%
1912 10.6%
1913 10.6%
1914 10.7%
1915 11.1%
1916 14.6%
1917 15.6%
1918 16.2%
1919 19.4%
1920 19.5% 19.9%
1921 23.2%
1922 24.0%
1923 23.1%
1924 21.3%
1925 20.7%
1926 21.4%
1927 20.9%
1928 21.1%
1929 20.5%
1930 20.7%
1931 22.5%
1932 24.6%
1933 23.5%
1934 22.4%
1935 21.9%
1936 21.6%
1937 21.5%
1938 21.9%
1939 22.4%
1940 24.3%
1941 29.0%
1942 31.1%
1943 34.2%
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Caendar Library estimates Official
year Including Excluding data

Southern Southern

Ireland Ireland

1944 36.0%

1945 37.1%
1946 36.6% 36.8%
1947 35.1%
1948 35.3%
1949 35.7%
1950 34.4%
1951 33.2%
1952 32.3%
1953 30.6%
1954 30.0%
1955 30.0%
1956 29.1%
1957 29.4%
1958 30.0%
1959 29.5%
1960 28.4%
1961 29.8%
1962 31.1%
1963 30.0%
1964 29.7%
1965 30.8%
1966 31.8%
1967 33.8%
1968 35.1%
1969 36.6%
1970 37.3%
1971 35.3%
1972 33.5%
1973 32.5%
1974 35.9%
1975 36.5%
1976 35.6%
1977 34.8%
1978 33.5%
1979 34.3%
1980 36.0%
1981 38.2%
1982 38.7%
1983 38.3%
1984 38.3%
1985 38.1%
1986 37.9%
1987 37.1%
1988 37.0%
1989 36.9%
1990 36.6%
1991 36.3%
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Caendar Library estimates Official
year Including Excluding data

Southern Southern

Ireland Ireland
1992 35.1%
1993 34.1%
1994 34.5%
1995 35.6%
1996 35.4%
1997 35.8%
1998 37.3%
1999 37.5%
2000 38.3%

ONS - CSDB database series GCSU & YBHA

Sefton & Weale, Balanced Estimates of national income for the UK 1920-1990, 1995
CH Feinstein, National Income, Expenditure & Output for the UK 1855-1965, 1972
CSO, Annual Abstract of Statistics, 1952 table 254 & earlier editions

Library estimates
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Appendix 2: Assumptions and sourcesfor calculation of taxes
paid by typical families

The following notes summarise the assumptions and sources used to compile the figures
on the taxes paid by typical families as described in section IV above.

* Income tax liability is calculated on the basis that taxpayers have no alowances
other than their persona alowances. Earnings, child benefit and family
credit/working families tax credit are the only sources of income.

» Nationa Insurance contributions are assumed throughout to be Class 1 at the not
contracted-out rate averaged over the financia year.

» Earnings relate to the median earnings of full-time adult employees whose pay
was unaffected by absence. The median is the point that divides the earnings
distribution in haf (i.e.50% of employees earn less than the median and 50%
more than the median). These are based on the findings of the Office for
National Statistics' survey of earnings taken in April each year known as the
New Earnings Survey (NES). Figures for financia years are the averages of
successive Aprils. The figures for 2000/01 and 2001/02 are estimates, and are
based on the assumption of earnings growth of 4¥2%% per annum.

* Married couples where both are working are assumed to have joint earnings of
the level specified. Earnings are assumed to be split between husband and wife
in the ratio 60:40.

» Child Benefit, where appropriate, has been treated as negative income tax. This
Is the normal approach in such exercises reflecting the replacement of child tax
allowances and taxable family allowances by child benefit in the late 1970s.

» Family credit and the working families tax credit are calculated on the basis of a
single earner couple with two children aged under 11. The family is therefore
eligible for the 30-hour credit and is assumed not to be eligible for the childcare
credit.

* Retal prices are measured by the al-items Retaill Prices Index. This is
assumed to rise by 3¥0 in 2000/01 and 1% in 2001/02. (In both cases,
these are the forecasts for the September falling in the middle of each financial
year.)
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Tax and benefit rates for 2000/01 & 2001/02

Income tax

Personal allowance (pa)
Starting rate limit (Epa)
Basic rate limit (£pa)
Starting rate

Basic rate

Higher rate

Children’stax credit

Amount (£pa)
Rate
Taper for higher rate taxpayers

Employee NICs

WFTC

Lower earnings level (Epw)
Primary threshold (Epw)
Upper earnings limit (Epw)
Rate

Taper

Adult credit (Epw)

30 hour credit (£pw)

Child credit (under 11) (£pw)
Applicable amount (£pw)

Child benefit

First child (Epw)
Second child (Epw)

2000/01

£4,385
£1,520
£28,400
10%
22%
40%

£67
£76
£535
10%

55%
£53.15
£11.25
£25.60 (a)
£91.45

£15.00
£10.00

RESEARCH PAPER 01/51

2001/02

£4,535
£1,880
£29,400
10%
22%
40%

£5,200
10%
£1 per £15

£69
£87
£575
10%

55%
£59.00 (b)
£11.45
£26.00
£92.80

£15.50
£10.35

Notes: (a) From June 2000. The rate for April and May was £21.25.
(b) From June 2001. The rate for April and May was £54.00.
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Appendix 3: Hypothetical families: tablesfor other income
levels

The tables on the following pages provide similar data to tables 2 and 3 in Section IV.
The levels of earnings considered here are 50%, 200% and 500% of the median.
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TE

The burden of direct taxes and real take home pay:

£ per week

Gross Earnings

Single person
Income Tax

NICs

Incometax + NICs
Incometax + NICs
Incometax + NICs
Take-home pay
Take-home pay
Take-home pay

Married, no children, both working

Income Tax

NICs

Incometax + NICs
Incometax + NICs
Incometax + NICs
Take-home pay
Take-home pay
Take-home pay

Cash prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index at 1999/00 prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index at 1999/00 prices

Married, 2 children, husband working

Income Tax Cash prices

NICs Cash prices

Child benefit Cash prices
FC/WFTC Cash prices
Incometax + NICs- CB-FC/WFTC Cash prices
Incometax + NICs- CB-FC/WFTC 1999/00 prices
Incometax + NICs- CB-FC/WFTC % of earnings
Take-home pay Cash prices
Take-home pay 1999/00 prices
Take-home pay Index a 1999/00 prices

1991/92

£127.90

£16.13
£7.87
£24.00
£29.61
18.8%
£103.90
£128.16
100.0

£0.00
£3.27
£3.27
£4.03
2.6%
£124.63
£153.75
100.0

£7.86
£7.87
£16.13
£22.76
-£23.15
-£28.56
-18.1%
£151.05
£186.33
100.0

1992/93

£134.50

£15.14
£8.33
£23.46
£28.06
17.4%
£111.04
£132.78
103.6

£0.00
£3.48
£3.48
£A4.17
2.6%
£131.02
£156.67
101.9

£7.03
£8.33
£17.45
£25.02
-£27.11
-£32.42
-20.2%
£161.61
£193.26
103.7

50% of median ear nings

1993/94

£138.80

£15.73
£8.57
£24.31
£28.58
17.5%
£114.49
£134.62
105.0

£0.00
£3.58
£3.58
£4.20
2.6%
£135.22
£158.99
103.4

£7.89
£8.57
£18.10
£26.67
-£28.30
-£33.27
-20.4%
£167.10
£196.47
105.4

1994/95

£143.05

£16.32
£9.75
£26.06
£29.83
18.2%
£116.99
£133.89
104.5

£0.00
£5.19
£5.19
£5.93
3.6%
£137.87
£157.78
102.6

£9.70
£9.75
£18.45
£30.37
-£29.37
-£33.62
-20.5%
£172.42
£197.33
105.9

1995/96

£147.85

£16.94
£10.15
£27.08
£30.02
18.3%
£120.77
£133.86
104.4

£0.00
£5.51
£5.51
£6.10
3.7%
£142.35
£157.78
102.6

£11.98
£10.15
£18.85
£38.49
-£35.22
-£39.04
-23.8%
£183.07
£202.92
108.9

1996/97

£154.00

£16.58
£10.52
£27.10
£29.33
17.6%
£126.90
£137.32
107.1

£0.00
£5.64
£5.64
£6.10
3.7%
£148.36
£160.54
104.4

£11.42
£10.52
£19.60
£40.45
-£38.11
-£41.24
-24.7%
£192.11
£207.89
1116

1997/98

£160.40

£16.64
£11.08
£27.72
£29.03
17.3%
£132.68
£138.97
108.4

£0.00
£6.12
£6.12
£6.41
3.8%
£154.28
£161.59
105.1

£11.36
£11.08
£20.05
£39.73
-£37.34
-£39.11
-23.3%
£197.74
£207.11
111.2

1998/99

£166.35

£17.22
£11.52
£28.74
£29.19
17.3%
£137.61
£139.79
109.1

£0.00
£6.40
£6.40
£6.50
3.8%
£159.96
£162.49
105.7

£11.74
£11.52
£20.75
£41.46
-£38.95
-£39.56
-23.4%
£205.30
£208.55
111.9

1999/00

£172.25

£16.69
£10.63
£27.32
£27.32
15.9%
£144.93
£144.93
1131

£0.00
£4.03
£4.03
£4.03
2.3%
£168.23
£168.23
109.4

£12.91
£10.63
£24.00
£57.13
-£57.60
-£57.60
-33.4%
£229.85
£229.85
123.4

2000/01

£180.00

£17.54
£10.40
£27.94
£27.06
15.5%
£152.06
£147.27
114.9

£2.37
£3.20
£5.57
£5.39
3.1%
£174.43
£168.94
109.9

£17.54
£10.40
£25.00
£82.31
-£79.37
-£76.88
-44.1%
£259.37
£251.21
134.8

2001/02

£188.10

£17.86
£10.11
£27.97
£26.62
14.9%
£160.13
£152.43
118.9

£2.56
£2.59
£5.15
£4.90
2.7%
£182.95
£174.14
113.3

£7.86
£10.11
£25.85
£79.14
-£87.02
-£82.83
-46.3%
£275.12
£261.88
140.5
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The burden of direct taxes and real take home pay:

200% of median ear nings

TS/TO ¥3dVd HOYVaS3Y

£ per week

1991/92  1992/93  1993/94  1994/95  1995/96  1996/97  1997/98  1998/99  1999/00  2000/01  2001/02
Gross Earnings Cash prices £511.60 £538.00 £555.20 £572.20 £591.40 £616.00 £641.60 £665.40 £689.00 £720.00 £752.40
Single person
Income Tax Cash prices £11206 £11841 £12481 £131.13 £136.27 £13598 £137.83 £142.81 £146.97 £15245 £159.97
NICs Cash prices £31.46 £32.67 £33.88 £38.44 £39.36 £40.62 £41.54 £43.38 £43.40 £45.90 £48.80
Incometax + NICs Cash prices £14352 £151.08 £15869 £169.57 £17563 £176.60 £179.37 £186.19 £190.37 £198.35 £208.77
Incometax + NICs 1999/00 prices £177.04 £180.67 £186.58 £194.07 £19468 £191.10 £187.87 £189.14 £190.37 £192.11 £198.72
Incometax + NICs % of earnings 28.1% 28.1% 28.6% 29.6% 29.7% 28.7% 28.0% 28.0% 27.6% 27.5% 27.7%
Take-home pay Cash prices £368.08 £386.92 £396.51 £402.63 £415.77 £439.40 £462.23 £479.21  £498.63 £521.65 £543.63
Take-home pay 1999/00 prices £454.06 £462.69 £466.20 £460.80 £460.86 £475.49  £484.13  £486.79 £498.63 £505.23 £517.46
Take-home pay Index at 1999/00 prices 100.0 101.9 102.7 101.5 101.5 104.7 106.6 107.2 109.8 111.3 114.0
Married, no children, both working
Income Tax Cash prices £87.95  £8926  £9260  £97.54 £102.84 £101.92 £101.78 £10549 £108.83 £114.28 £118.48
NICs Cash prices £38.76 £40.86 £42.13 £48.10 £49.86 £51.84 £54.24 £56.30 £55.70 £56.80 £57.84
Incometax + NICs Cash prices £126.71 £130.12 £13473 £14564 £15270 £153.76 £156.02 £161.79 £16453 £171.08 £176.32
Incometax + NICs 1999/00 prices £156.31 £155.60 £158.41 £166.68 £169.26 £166.39 £16341 £164.35 £16453 £165.70 £167.83
Incometax + NICs % of earnings 24.8% 24.2% 24.3% 25.5% 25.8% 25.0% 24.3% 24.3% 23.9% 23.8% 23.4%
Take-home pay Cash prices £384.89 £407.88 £420.47 £426.56 £438.70 £462.24  £48558  £503.61 £524.47 £548.92 £576.08
Take-home pay 1999/00 prices £A74.80 £487.76 £494.38  £488.19 £486.27 £500.20 £508.59  £511.58  £524.47  £531.64  £548.35
Take-home pay Index at 1999/00 prices 100.0 102.7 104.1 102.8 102.4 105.4 107.1 107.7 1105 112.0 1155
Married, 2 children, husband working
Income Tax Cash prices £103.79 £107.75 £11158 £12451 £131.31 £130.81 £13255 £137.33 £143.18 £15245 £156.62
NICs Cash prices £31.46 £32.67 £33.88 £38.44 £39.36 £40.62 £41.54 £43.38 £43.40 £45.90 £48.80
Child benefit Cash prices £16.13 £17.45 £18.10 £18.45 £18.85 £19.60 £20.05 £20.75 £24.00 £25.00 £25.85
FC/WFTC Cash prices £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00
Incometax + NICs- CB-FC/WFTC Cash prices £119.12  £12297 £127.36 £14450 £151.82 £151.83 £154.04 £159.96 £16258 £173.35 £179.57
Incometax + NICs - CB-FC/WFTC 1999/00 prices £146.95 £147.05 £149.74 £165.38 £168.28 £164.30 £161.34 £16249 £16258 £167.90 £170.93
Incometax + NICs - CB-FC/WFTC % of earnings 23.3% 22.9% 22.9% 25.3% 25.7% 24.6% 24.0% 24.0% 23.6% 24.1% 23.9%
Take-home pay Cash prices £392.48  £415.03 £427.84  £427.70 £439.58 £464.17 £487.56  £505.44  £526.42 £546.65 £572.83
Take-home pay 1999/00 prices £484.16  £496.31 £503.04 £489.49  £487.25 £502.29 £510.66 £513.44  £526.42 £529.44  £545.26
Take-home pay Index a 1999/00 prices 100.0 102.5 103.9 101.1 100.6 103.7 105.5 106.0 108.7 109.4 112.6
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The burden of direct taxes and real take home pay:

£ per week

Gross Earnings

Single person
Income Tax

NICs

Incometax + NICs
Incometax + NICs
Incometax + NICs
Take-home pay
Take-home pay
Take-home pay

Married, no children, both working

Income Tax

NICs

Incometax + NICs
Incometax + NICs
Incometax + NICs
Take-home pay
Take-home pay
Take-home pay

Cash prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index at 1999/00 prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index at 1999/00 prices

Married, 2 children, husband working

Income Tax

NICs

Child benefit

FC/WFTC

Incometax + NICs- CB-FC/WFTC
Incometax + NICs- CB-FC/WFTC
Incometax + NICs- CB-FC/WFTC
Take-home pay

Take-home pay

Take-home pay

Cash prices

Cash prices

Cash prices

Cash prices

Cash prices

1999/00 prices

% of earnings

Cash prices

1999/00 prices

Index a 1999/00 prices

1991/92

£1,279.00

£417.89
£31.46
£449.35
£554.31
35.1%
£829.65
£1,023.45
100.0

£312.08
£62.92
£375.00
£462.59
29.3%
£904.00
£1,115.17
100.0

£404.66
£31.46
£16.13
£0.00
£419.99
£518.10
32.8%
£859.01
£1,059.67
100.0

1992/93

£1,345.00

£441.21
£32.67
£473.88
£566.68
35.2%
£871.12
£1,041.71
101.8

£331.19
£65.34
£396.53
£474.19
29.5%
£948.47
£1,134.21
101.7

£427.98
£32.67
£17.45
£0.00
£443.20
£529.99
33.0%
£901.80
£1,078.40
101.8

500% of median earnings

1993/94  1994/95

£1,388.00 £1,430.50

£A57.93  £474.45
£33.88 £38.44
£491.81  £512.89
£578.25  £586.99
35.4% 35.9%
£896.19 £917.61
£1,053.70 £1,050.19
103.0 102.6
£347.43  £370.08
£67.76 £76.88
£415.19  £446.96
£488.16  £511.54
29.9% 31.2%
£972.81  £983.54
£1,143.79 £1,125.64
102.6 100.9
£44470  £467.83
£33.88 £38.44
£18.10 £18.45
£0.00 £0.00
£460.48  £487.82
£541.41  £558.30
33.2% 34.1%
£927.52  £942.68
£1,090.54 £1,078.87

102.9 101.8

1995/96

£1,478.50

£491.11
£39.36
£530.47
£588.00
35.9%
£948.03
£1,050.84
102.7

£385.86
£78.72
£464.58
£514.96
31.4%
£1,013.92
£1,123.87
100.8

£486.15
£39.36
£18.85
£0.00
£506.66
£561.61
34.3%
£971.84
£1,077.23
101.7

1996/97

£1,540.00

£505.58
£40.62
£546.20
£591.05
35.5%
£993.80
£1,075.42
105.1

£389.99
£81.24
£471.23
£509.93
30.6%
£1,068.77
£1,156.54
103.7

£500.41
£40.62
£19.60
£0.00
£521.43
£564.26
33.9%
£1,018.57
£1,102.22
104.0

1997/98

£1,604.00

£522.79
£41.54
£564.33
£591.07
35.2%
£1,039.67
£1,088.93
106.4

£398.71
£83.08
£481.79
£504.61
30.0%
£1,122.21
£1,175.39
105.4

£517.51
£41.54
£20.05
£0.00
£539.00
£564.54
33.6%
£1,065.00
£1,115.46
105.3

1998/99

£1,663.50

£542.05
£43.38
£585.43
£594.70
35.2%
£1,078.07
£1,095.13
107.0

£413.23
£86.76
£499.99
£507.90
30.1%
£1,163.51
£1,181.93
106.0

£536.57
£43.38
£20.75
£0.00
£559.20
£568.05
33.6%
£1,104.30
£1,121.77
105.9

1999/00

£1,722.50

£560.37
£43.40
£603.77
£603.77
35.1%
£1,118.73
£1,118.73
109.3

£427.94
£86.80
£514.74
£514.74
29.9%
£1,207.76
£1,207.76
108.3

£556.58
£43.40
£24.00
£0.00
£575.98
£575.98
33.4%
£1,146.52
£1,146.52
108.2

2000/01

£1,800.00

£584.45
£45.90
£630.35
£610.51
35.0%
£1,169.65
£1,132.83
110.7

£448.91
£91.80
£540.71
£523.69
30.0%
£1,259.29
£1,219.65
109.4

£584.45
£45.90
£25.00
£0.00
£605.35
£586.30
33.6%
£1,194.65
£1,157.04
109.2

2001/02

£1,881.00

£611.41
£48.80
£660.21
£628.43
35.1%
£1,220.79
£1,162.03
1135

£470.42
£97.60
£568.02
£540.67
30.2%
£1,312.98
£1,249.78
112.1

£611.41
£48.80
£25.85
£0.00
£634.36
£603.82
33.7%
£1,246.64
£1,186.64
112.0
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Appendix 4: Further reading and inter net sour ces

The following notes provide some suggestions for further reading on the burden of
taxation and taxation statistics. Internet sources are also indicated.

HM Treasury

Budget 2001 (the Budget “Red Book”) HC 279 2000-01
http://www.hm-treasury.gov.uk/budget2001/fsbr/contents.html

Details of previous budgets and pre-budget reports since 1994 are also available on the
Treasury website.

National Statistics

“The effects of taxes and benefits on household income 1999-00", Economic Trends,
April 2001. Please note that the online version corrects for an error discovered in the
initial hard copy publication. Available on the internet at:

http://www.stati stics.gov.uk/themes/economy/Articles/General/extracts/downl oads/House
hold income taxes & benefits 1999-2000.pdf

Inland Revenue
Inland Revenue Satistics 2000. Some tables in the online edition have been updated to
2001. Available on the internet at: http://www.inlandrevenue.gov.uk/stats/index2000.htm

Institute of Fiscal Studies

The Institute of Fiscal Studies is an independent research institute specialising in matters
relating to the UK tax and benefit system. Its internet site http://www.ifs.org.uk contains
links to a number of publications, including the Institute’s analysis of the March 2001
Budget and a series of election briefings.



http://www.hm-treasury.gov.uk/budget2001/fsbr/contents.html
http://www.statistics.gov.uk/themes/economy/Articles/General/extracts/downloads/Household_income_taxes_&_benefits_1999-2000.pdf
http://www.inlandrevenue.gov.uk/stats/index2000.htm
http://www.ifs.org.uk/
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