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Survey of personal incom es for 1959-60

INTRODUCTION

The need for special surveys o f  personal income 
The ordinary annual statistics of income tax relate 

to assessments under each of the five Schedules A, B, 
C, D and E (which covers P.A.Y.E. or Pay-as-you- 
earn). As income tax, unlike surtax, is assessed separ
ately under each Schedule, the statistics do not give the 
total income of taxpayers. In addition, P.A.Y.E. tax 
is deducted separately from the husband’s and the 
wife’s earnings. Moreover, company dividends and 
many interest payments are received after deduction 
of income tax and the tax is charged on the payer and 
not directly on the recipient. Information about the 
size and composition of incomes of married couples 
and single persons is available only in local tax offices 
from pe'rsonal returns and other records, but to collect 
it centrally a special survey must be made. Since the 
war such surveys have been made at intervals of five 
years for 1949-50, 1954-55 and 1959-60.

The main tables o f the quinquennial Surveys are 
required primarily for Budgetary purposes to estimate 
the effect on revenue of changes in tax rates and 
allowances. But the more detailed regional and county 
tables and the analyses by main source of income are 
published mainly for their economic significance.

Background o f the Surveys
For 1959-60, the results were published in the 105th 

Report o f the Commissioners o f H.M. Inland Revenue 
(Cmnd. 1906), pages 81-201. This article has two main 
parts: in the first part the organisation o f the 1959-60 
Survey is described in rather more technical detail than 
was given in the 105th Report, and in the second part 
the results of the three post-war Surveys are compared. 
The description of the Survey given here is supple
mentary to the introductory note in the Inland Revenue 
Report on pages 81-88. No attempt is made here to 
reproduce what is given there, except in so far as it is 
necessary to give background to this article.

The Survey for 1949-50 was published in the 94th 
Report (pages 95-127) and in the 95th Report (pages 91 
and 93-145); that for 1954-55 was published in the 
99th Report (pages 66-95), the 100th Report (pages 
84-134) and the 101st Report (pages 69-72 and 74-87). 
The Survey for 1959-60 was the first for which an 
electronic computer was used. The Surveys classify 
personal income within ranges of income, by type of 
income and deduction, by sex, marital status and 
numbers of dependants, by region and county and in 
other ways. The 1959-60 Survey covered not only the 
total personal income for 1959-60 but also the earned 
income in 1958-59, the figures for which were used 
in the analysis of the changes in wages and salaries 
between 1958-59 and 1959-60 published in Table 137

r  . * •

of the 105th Report. The estimated classifications of 
income published annually in Inland Revenue Reports 
are based on these Surveys. Starting with 1962-63, it is 
planned that the quinquennial Surveys will be supple
mented by smaller annual Surveys, which will provide 
a firmer basis for the annual estimates.

The income covered
These Surveys of personal incomes are concerned 

only with incomes as defined for income tax. This 
determines the income unit as well as the type o f income 
covered. The income unit is not a household, or family 
as such, but consists o f a single person or married 
couple, who count as one. Where a child has income 
of his own that is not derived from a parent, he is 
treated as a separate income unit, but few children 
below the age o f 15 have incomes large enough to be 
included in the classification. An income for only part 
of the year (for example on starting employment, for 
the year of death, or as a single woman in the year of 
marriage) is counted as a whole unit and is allocated 
to the range appropriate to the income actually received 
and not to the annual rate. The type o f income covered 
is as computed for tax purposes and therefore excludes 
non-taxable income and capital gains. These qualifica
tions are important as will be seen below in the discus
sion about the pattern of incomes and its changes 
between Surveys.

Estimates o f most non-taxable income, such as 
unemployment and sick pay, National Assistance 
grants and fees and maintenance grants for education, 
and of income below the tax exemption limit, are 
included in the estimated summary classifications for 
calendar years published in the Blue Books on National 
Income and Expenditure. The allocation of this non- 
taxable income is somewhat arbitrary although based 
on such information as the Reports o f the Ministry of 
Pensions and National Insurance and of the National 
Assistance Board.

Both the Inland Revenue and the National Income 
estimated classifications exclude certain forms of 
personal income on National Income definitions that 
cannot be allocated to particular ranges o f  income, 
such as ‘collective’ sources of income (the investment 
income of non-profit-making bodies and of life assurance 
and superannuation funds) and also employers’ contri
butions to national insurance and pension schemes, 
interest on national savings, some public grants, some 
income in kind, the excess of imputed income from 
owner-occupied dwellings over the Schedule A valua
tions, capital allowances deducted from trading profits 
and professional incomes, allowances for unreported 
income, etc. On the other hand, both the Inland Revenue 
and the Blue Book distributions include pensions, 
which are omitted from total personal income.
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Income after tax
This article is concerned only with income before lax. 

The distribution of income after tax will have followed 
a different course. But no figures are given here because 
the substantial tax changes since 1959-60 would call for 
a comparison with more recent years, for which figures 
as firm as those from the Surveys are not yet available.

Validity o f comparisons
Improvements in the reporting of incomes in suc

cessive Surveys and the more elaborate methods of 
sampling used, may affect the validity of some o f the 
comparisons given in Part II, but they probably have 
only a marginal effect on the conclusions.

PART I: ORGANISATION OF THE SURVEY

The sample
The sample was selected in the local tax offices on 

4th and 5th April 1960, concurrently with their usual 
annual count of personal records for administrative 
purposes. Selection was made broadly by reference to 
the principal source o f income. For P.A.Y.E. purposes, 
control cards are kept for all employees and occupational 
pensioners with incomes exceeding the P.A.Y.E. 
deduction card weekly or monthly limits; a sample was 
taken from the cards of those whose chief source of 
income was wages or salaries, and who were in employ
ment at the beginning o f April or at any time during the 
previous two years. The cards distinguish those from 
whom only a simplified form of return is required— 
in general, wage-earners and the lower paid salary- 
earners. These were sampled separately from other 
employees, with a lower sampling fraction.

The sample of persons with earned incomes chiefly 
from business or a profession was taken from the 
records of Schedule D assessments; a sample was also 
taken from lists of persons with no earned income other 
than perhaps a retirement pension who make their 
returns in connection with Schedule A assessments on 
property income or repayment claims against tax 
deducted from investment income.

Surtax payers were sampled from a separate record, 
with a higher sampling fraction and with complete 
reporting of incomes exceeding £10,CXX) in the previous 
year.

The P.A.Y.E. records were also used for a simplified 
report on wives' earnings and other subsidiary earnings; 
these reports were used to check the adequacy of 
reports of wives’ earnings that originated from the 
control card or list relating to the chief source of income, 
normally the husband’s.

A check on the numbers in the original sample 
against the known totals showed that it was virtually 
complete. The sampled records were marked and a 
control list was kept under the supervision o f a single 
officer in each local office. A form was completed as 
soon as possible after the figures were available or the
assessments agreed. Completion o f forms for the 
sampled cases continued until February 1961, when

most of the assessments for 1959-60 had been made. 
In the few unsettled cases that remained, estimates of 
the final figures were used. The system of control 
resulted in almost complete reporting, and a small 
deficiency of about I per cent, in total (mainly Schedule 
D) was taken up in the grossing factors. The sampling 
errors in the Survey are discussed below. The sample 
was about the same size as the previous one for 1954-55, 
which was based on a uniform 5 per cent., but its 
results should be much more accurate than in 1954-55 
or indeed than in 1949-50, although the sample was 
then a uniform 10 per cent.

The sampling ratios and the numbers of cases 
selected were as follows:
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Type

Main reports:
P.A .Y.E. wages, pensions and lowersalaries 

in 1959-60
P.A .Y.E. higher salaries, etc.
Schedule D (self-employed)
Schedule A and repayment claims 
Surtax cases up to £10.000 
Surtax cases above £10.000

•  t

Total main reports
Simplified reports on wives’ and subsidiary 

G&rnin̂ s ••• ••• ••• •••
Total reports with income in 1959-60 -• 

P.A .Y.E. earners ceasing employment in 
1958-59 .................. .  •

Total reports with income in either year

Numbers
S a m p l i n g

f r a c t i o n

i n  t h e  

samp/e(’ ) 
(Cbousonds)

1 in 40 406
1 in 10 316
1 in 20 73
1 in 20 33
1 in 4 97

All 13

938

1 in 40 I I I

1,049

1 in 40 34

1,083

(*) Excluding cases later considered to be sampled in error, for 
example temporary cards for which a control card was 
already in existence.

The form
The main form contained 7 items for earnings in 

1958-59 and 52 items, as follows for 1959-60:

Description .. . . . .  ••• ..................
Allowances and reliefs
Deductions from income
Wages, salaries and pensions
Trading profits or losses and professional earnings
Investment income
Income and deduction totals

Total 52

The subsidiary form contained nineteen entries and for 
married women covered earnings both before and 
after marriage. Both forms had a space for Remarks.

Editing
All forms had a clerical scrutiny, mainly to ensure 

full completion and to examine the Remarks, par
ticularly the explanations given by the tax office when 
the report was not completed, but most of the checking 
was done in the computer. The main checks and 
corrections made in the computer are as follows:
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(1) Ensuring a proper relationship between the 
reliefs and deductions and the corresponding 
income. In some cases, such as superannuation, 
life assurance relief, Schedule A maintenance 
relief, national insurance contributions and 
retirement pensions, the controls were based on 
statutory or practical limitations. In others, such 
as expenses and deductions from wives' earnings, 
they were based on the existence of a reasonable 
level of the corresponding income.

(2) Conversion from net to gross of amounts of 
national insurance contributions, retirement pen
sions and family allowances, where they were 
quoted net of earned income relief.

(3) Net totals of income and deductions to be within 
£50 of totals entered on form. Smaller errors were 
corrected in the computer because they were 
too insignificant to be referred to the local offices.

The computer was programmed to correct some cases 
that failed the tests and to print others as exceptions. 
The exceptions were either edited directly or referred 
back to local tax offices. About 2 per cent, of cases were 
treated in this way, the majority being printed out.

Processing by the computer
Entries on the forms were punched on cards in 

consecutive fields of six columns, each containing its 
own item number, and using a continuation card if the 
number of items made this necessary. The number of 
cards required was 1 • 3 million. Processing was carried 
out from the spring of 1961 to the autumn of 1962 on 
the Ministry of Labour’s Emidec 1100 computer, 
which at the start of the job had just been installed.

The computer did the following:
(1) Checked each report for consistency, accuracy 

and reasonableness.
(2) Allocated deductions between earned and invest

ment income, and totalled them.
(3) Calculated income tax and surtax after the reliefs 

for age and small incomes.
(4) Corrected for certain deficiencies.
(5) Analysed by range of total net income, by region, 

by county, by sex, marital status and dependants, 
and by ranges of many component items and 
groups of component items.

(6) Calculated percentage changes in wages and 
salaries between 1958-59 and 1959-60.

(7) Divided by the sampling fraction and multiplied 
by factors to allow for the small deficiency in the 
number of reports.

(8) Printed the various tables in their final form.

The whole operation required some 60,000 programme 
steps, excluding standard sub-routines. In previous 
surveys much less checking could be done and the 
correction for deficiencies and calculation of tax could 
only be carried out clerically on the summary tabula
tions.

Check on totals and adjustments 
The preliminary results were compared with the 

normal annual statistics for the different schedules of 
income tax and with the additional reports for wives’ 
and subsidiary earnings above a rate of about £190 a 
year (corresponding to the limits for issuing deduction 
cards under P.A.Y.E.). As in previous Surveys, two 
main deficiencies were revealed. First there was a 
deficiency estimated at about 5 per cent, in the total 
income from investments. Secondly it was found that, 
compared with the independent reports, the wives’ 
earnings under P.A.Y.E. were omitted from about 
one-third of the husbands’ returns. Because for tax 
purposes the total income from all sources of a married 
couple is counted as one, it was necessary to add back 
these omitted earnings of wives in order that the joint 
incomes should be complete. The somewhat arbitrary 
corrections that were made for these deficiencies are 
described on pages 82 and 83 of the 105th Inland 
Revenue Report. In the Income Surveys for 1949-50 
and 1954-55, similar deficiencies were found but the 
corresponding corrections were not made in the main 
tables but only in the estimated summary classifications 
(Table 86 of the 95th Report and Table 80 of the 99th 
Report); these two tables also included an adjustment 
to bring in wives’ earnings below the limit for P.A.Y.E. 
that were not reported by local tax offices. For lack of 
information it was decided that in the 1959-60 Survey 
the latter adjustment should be made only in a single 
summary table (Table 75) of the 105th Report. This 
adjustment amounted to about 5 per cent, of wives’ 
earnings or 0-4 per cent, of total income.

Errors in classification by county and region 
Some errors occurred in the classification of the 

Welsh counties and regions. These were due to a fault 
in the coding arrangements and resulted in transferring 
some cases from the South-east Wales Region to the 
Rest of Wales and between the following pairs of 
Welsh counties: (1) from Brecknock to Anglesey, 
(2) from Carmarthenshire to Caernarvonshire, (3) from 
Monmouthshire to Cardiganshire, (4) from Glamorgan 
to Merioneth. A few smaller errors have also been 
detected in the classification of the counties in England 
and Northern Ireland. Dorset includes part of Somerset 
(and this affects the Southern and South-western 
regional figures) and Somerset part o f Gloucester
shire; Smethwick is included in Warwickshire instead 
of Staffordshire; and part of Belfast is included in 
Antrim instead of Down. These errors affect com
parisons with the county tables of the 1954-55 Survey. 
Corrected figures for the Welsh counties and regions 
are now available. For the other counties and regions 
no such corrections can be made but estimates have 
been made of the numbers of incomes affected. In
formation about these adjustments may be obtained 
from Room 28, New Wing, Somerset House, London, 
W.C.2.

151

' T
p  i/V i'.* '

■ '| -V i

1 "

/-

a

J

tv V  >

■

WI.



iO

%

riT**
I.*

,i,«-s.
*'■

rW«' •‘jJ-\:i
XVJf 'ift •

' V ft.

f  •*%-»

*•* *

• I

•e*>

I

Sampling errors
The total numbers are virtually correct because the 

small apparent deficiency in the sample numbers was 
allowed for by grossing to the control totals. But there 
are sampling errors in the numbers for each range as 
well as in the amounts. The computer was programmed 
to calculate the standard error for each range of the 
total net income. These showed that there was probably 
a sampling error of less than 1 per cent, in the net 
income in ranges below £5,000, of less than 2 per cent, 
in the remaining ranges, except the highest, and of less 
than 0-12 per cent, in total.

PART II: CO M PAR ISO N  W ITH THE OTHER
POST-W AR SURVEYS

Definition o f income
As already mentioned, these Surveys of personal 

incomes are concerned only with income as defined for 
tax, in which a married couple is counted as one. As 
has been said, those definitions affect the pattern of 
incomes and the changes in it between Surveys. In the 
first place, since non-taxable grants have risen faster 
over the period than personal income in general, some 
incomes, the lower ones in particular, would show a 
greater rise had the grants been included. Secondly, the 
rise in employment of married women over the period 
had a great effect on the distribution of incomes of 
married couples.

Small incomes not included 
The incomes in the classifications are confined to 

those above the actual or effective exemption limits 
of £135 in 1949-50, £155 in 1954-55 and £180 in 1959- 
60. The increase between 1954-55 and 1959-60 was 
roughly in line with the change in prices and so the 
starting points have roughly equal real value. The 
increase between 1949-50 and 1954-55 was, however, 
less than the change in prices and the classification for 
1949-50 has therefore been extrapolated down to £125, 
the approximate equivalent in real terms of the later 
effective exemption limits. This is only one of several 
possible ways of choosing the starting points: another 
way, for example, would be to keep the numbers of 
incomes in the Surveys as a constant proportion of 
all incomes.

Division o f the Surveys into broad income groups 
The total numbers of incomes in the three post-war 

Surveys remained at between 20 and 21 million. They 
have been divided in the following tables into five 
equal groups of a fifth (or about four million incomes) 
and the top fifth has been subdivided into four groups 
of 5 per cent, (or about a million incomes). This has 
been done in each Survey by finding the quintiles and 
top four fifth-percentiles and dividing the income 
classifications at these points. These points were 
calculated by a method giving the same results as 
linear interpolation on double log paper of the ranges 
in which they fell. In preparing Table 4 the different

components of income in those ranges were allocated 
in the same proportion as the total. The quintiles and 
fifth-percentiles in the Surveys are shown in Table 1.

Income points dividing the total numbers into equal 
fifths and the top fifth into twentieths

T A B L E  I

Lower Umit of range of 
income before tax {£) 

1949-50 1954-55 1959-60

Income group:
5th percentile ..................... 895 1,108 1,460

lOth percentile ..................... 635 863 1,150
15th percentile ............ 537 766 1,012
20th percentile ..................... 477 702 925

Top  quintile ............................... 477 702 925
2nd quintile ............................... 346 530 704
3rd quintile ... ..................... 271 405 543
4th quintile ... ..................... 202 281 366
Starting p o in t ............................... 125 155 180

N um ber of incomes (thousands);
5 per cent, groups ..................... 1,025 1,015 1.048
20 per cent, g r o u p s ..................... 4.060 4,193

4 * 9 20,500 20,300 20.967

Comparison o f total personal net income before tax in the 
Surveys

The total net income before tax (and before life 
assurance relief and personal allowances but after 
admissible deductions and capital allowances) of these 
income groups in each of the three estimated summary 
classifications(0 is shown in Table 2.

It is evident from Table 2 that both the highest and 
lowest groups of four million incomes had considerably 
smaller increases in income than the middle groups 
during the first five-year period and this process has 
continued in the second five years but to a much smaller 
degree. In all five groups, however, the increase in 
total income more than kept pace with the level of prices 
in the five years to 1959-60. In real terms this amounted 
to about 3-4 per cent, per annum, about one-fifth of 
which can be attributed to the growth in numbers of 
incomes and the remainder to increases in average 
incomes. In the top four 5 per cent, groups of about a 
million incomes each, the second and third millions had 
lower increases in income to 1954-55 but thereafter 
kept pace with the middle groups of incomes. The 
highest million had substantially smaller increases in 
both periods. This feature of the income distribution 
continues the trend since before the war, which has 
been remarked on by a number of economists.

Composition o f income
Part of the change in the pattern of incomes results 

from changes in its composition. The proportions of 
total net income in each of the principal components

(’) Table 86 of 95ih Report. Table 80 of the 99th report and 
Table 75 of the 105th Report.
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Summary income classifications 1949-50, 1954-55 and 1959-60
Numbers divided into fifths and the top fifth into twentieths

T A B LE  2

Income group: 
Top 5 per cent. 
2nd 5 per cent. 
3rd 5 per cent. 
4th 5 per cent.

• • •

• •

Top 20 per cent. 
2nd 20 per cent. 
3rd 20 per cent.
4th 20 per cent. 
Lowest 20 per cent

«•

• •

> •

•«

Total net income before tax

Consum er price index (calendar years) 
Retail price index (financial years)

• •

Net income before tax (£ mn.)

/949-50 /954-5J I9S9-60

2.863
1.335
1,122
1,014

3.805
1.650
1.259

969
676

4.782
2.470
1.888
1.392

878

6.334
3.369
2.610
1,920
1,158

8,359 11,410 15,391

Percentoges totol net income 
'dre tax

1949-50 1954-55 1959-60

100 100 100

• • • • < •« •

• • • • •

Percentoge increoses

1949-50
to

1954-55

1954-55
to

1959-60

36 35

in the three Surveys are shown in Table 3, together with 
the percentage increases in each item between the 
Surveys.

The main feature of Table 3 is the substantial fall in 
the share both of profits and professional earnings and 
of investment income in each of the five-year periods. 
Profits and professional earnings increased by little 
more than half as much as total earned income in the 
first period and by only two-fifths as much in the second

period. The fact that these figures are after deducting 
capital allowances which increased from 8 per cent, of 
gross profits in 1949-50 to 12 per cent, in 1959-60 ex
plains a small part of the relative decline. Another 
factor is the conversion of private firms into companies 
during the periods, although this should contribute a 
little to increasing investment income, which in fact 
rose only a quarter as much as earned income in the 
first period and little more than half as much in the

The principal components of total personal net income before tax

T A B LE  3

Percentoges of total net 
income before tax Percentoge increases

1949-50 1954-55
/ 949-50 / 954-55 / 959-60 to to

1
1954-55 1959-60

In co m e
Trading profits and professional e a rn in g s ( ') (^ ..................... 9 9 8-9 7-7 23 17
Wages, salaries and Forces’ pay(’) ...............................  ............

iVes ^.arnings ... ... ... ... ... ... ... >•. ... ...
75-6 75-4 76-8 36 37

5-2 7-2 6 1 89 51
ens 1 ̂ ^ns ... ... ... ... ... ... ... ... .*• ... ... M 2-3 3 3 189 97

Family allowances ... ... ... ... ... ... ... ... ... ... 0 -6 0-9 0-8 97 27

Total earned income before deductions .................................................. 92 4 94-7 96-7 40 41
Total investment income before deductions .................................................. 12-3 9 9 9 0 10 23

D eduction s
Schedule E expenses ............................................................................... 1-2 M l - l 30 32
Allowance for national insurance contributions ......................................... 2-2 1-6 1-6 38
Superannuation contributions ..................................................................... 0 -4 0-6 0-9 93 102
Interest payments and other deductions .................................................. 0 -9 1-3 2 1 87 119

Total d e d u a i o n s ........................................................................................ 4-7 4-6 5-7 33 68

T o u l net income before tax ..................................................................... 100 too 36 35

Consum er price index (calendar years) ............................................................ 9 9 9 9 * * 9 « 9 9 • 9 9 9 9 23 15
Retail price index (financial y e a r s ) ..................................................................... « » 9 9 9 9 » 9 a 9 9* •99 29 17

( ')  Excluding wives’ earnings.
(^  After deducting capital allowances.
Note: The percentages for w ives' earnings. Investment income and deductions in 1949-50 and 1954-55 are based on unpublished estimates.
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second, in spite of the move away from dividend
restraint during the period.

The main components of income that have increased 
substantially as proportions of total net income are 
wives' earnings and pensions. Wives' earnings nearly 
doubled in the first period and increased by half as much 
again in the second (so that over the whole period they 
nearly trebled). This was largely because of the increase 
in the number of wives earning from about 3 million in 
1949-50 to 5 million in 1959-60. Pensions comprise both 
national insurance retirement pensions and occu
pational pensions. The former have had periodic 
increases of rates and the latter have risen substantially 
both in numbers and average amounts. In addition the 
number of pensioners with employment has been 
increasing so that a much higher proportion of all 
pensioners are now within the classification. The total 
number of pensioners covered rose from about one- 
and-a-quarter million in 1949-50 to two-and-a-quarter 
million in 1959-60 (counting married couples as one); 
of the 1959-60 total, one-and-a-quarter million were 
employed or self-employed. The total amount of pen
sions in the Surveys nearly trebled in the first period of 
five years and nearly doubled in the second.

Of the deductions from income, superannuation 
contributions and interest payments, though small in 
relation to total income, have both about doubled 
in each period. Both the numbers of contributors to 
superannuation schemes and the average contributions 
have increased substantially since the war. Moreover, 
the Finance Act, 1956, gave some contributors the full 
superannuation relief instead of life assurance relief. 
The main cause of the increase in interest payments has 
been the growth in advances for house purchase by 
building societies and others.

As a proportion of total income, Schedule E expenses

have remained roughly constant. The greater part of 
these are allowances for tools and clothing of wage- 
earners. The total is not complete, however, as certain 
expenses paid directly by employers are omitted from 
both the deductions and the income.

Composition of income in 1959-60 within income groups 
The changes in the composition of total net income 

shown in Table 3 contribute to the changes in distri
bution shown in Table 2. To assess this contribution, 
the composition within the different income groups 
must be analysed. This analysis can only be made for 
1959-60 because the detailed effects of the substantial 
adjustments made in the summary classifications are 
not known for the earlier years. As mentioned above, 
however, the detailed tables of the 1959-60 Survey 
include all the adjustments except the one for the 5 
per cent, deficiency of wives’ earnings below the P. A. Y.E. 
deduction limit. Table 4 shows the composition of 
groups of incomes in 1959-60 which corresponds to 
that in Tables 2 and 3, except for this minor deficiency 
in wives’ earnings.

Effect on distribution o f change in composition of income 
(a) Large incomes

A comparison of Tables 3 and 4 explains some of the 
changes in the distribution of income shown in Table 2. 
The proportion of profits and professional earnings and 
of investment income in the top 5 per cent, of incomes 
is nearly half the total. Neither of these in total rose in 
either period by much more than half as much as total 
earned income did. Consequently, these items alone 
may well account for the greater part of the fall between 
1949-50 and 1959-60 in the share in total income held 
by the top 5 per cent. The doubling in each period of 
interest payments may also have had most effect on the

Composition of Incomes within Income groups, 1959-60

T A B LE  4 Percentoge of net income before tax

Income
Trading profits and professional earnings(’)(*) 
Wages, salaries and Forces’ pay(*)
W ives’ earnings ... ... ............
Pensions
Family allowances ...

Total earned income before deductions 
Total investment income before deductions

Deductions
Schedule E expenses .....................
Allowance for national insurance contributions 
Superannuation contributions 
Interest payments and other deductions

• •

Total deductions

Total net income before tax

Top
20%

2nd
20%

3rd
20%

4th
20%

Lowest
20% Totai

18-7 5-4 3-9 7-8
84-5 82-7 77-0
3 4 1-8 7-7
6-8 M O 3 3
0-7 0-5 0-8

100 4 
51

89 8 
16-6

100-8
4-4

7-4 5-8 6 4 5-3 5-3 5-2 5-6 5-7

100 100 100 100 100 100 100 100 100

(’) Excluding wives’ earnings.
(*) After deducting capital allowances.
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top 5 per cent, of incomes and so slightly reduced its
share in the total.
(b) Middle incomes

The relatively large increase in the middle incomes 
during the first period and in all but the top 5 per cent, 
and lowest 20 per cent, during the second may be 
explained partly by the large growth in wives’ earnings, 
which by 1959-60 accounted for as much as 15 per cent, 
of total earnings in the higher of these groups (see Table 
4). At the same time, the lower half of the middle 
income group has been helped by the decline in the 
total number of incomes of single women which fell 
from four-and-a-quarter million in 1949-50 to four-and- 
an-eighth in 1954-55 and again to four million in 
1959-60. As single women usually have incomes below 
the general average, this fall in their number, which 
reduced their proportion in the total, will have tended 
to raise the general average of all incomes, particularly 
in the lower half of the distribution. The large growth in 
numbers and amounts of pensions mentioned has 
probably also helped to raise the middle incomes. As 
pensions are a larger proportion of the total income in 
the lower ranges than in the higher, this growth might 
at first sight be expected to have contributed mainly to 
increasing the share of total income held by the lowest 
20 per cent. But many of the new pensions contributed 
to higher groups of incomes partly because occupational 
pensions are sometimes quite large and are often 
additional to the retirement pension, and partly because 
a growing proportion of pensions are additional to 
earnings. Part of the explanation may be an increasing 
ratio of the numbers of the skilled to the unskilled in 
the labour force, both among wage and salary earners, 
as a consequence of improved education and o f im
proved technical training.
(c) Small incomes

About one-third of the lowest 20 per cent, of incomes

f/ r

n

are part-year incomes such as those of people first 
entering or finally leaving employment. The remainder 
are mostly single women, juveniles and the elderly. 
Although the total number o f single women in the 
distribution has been falling, the number of girls, like 
that of youths, has been increasing. This increased 
weight of the incomes of the young has tended to 
depress the average income of the lowest group and 
restrict its growth over the period. What has been said 
here and in the previous paragraph about middle 
incomes is not enough to explain why the lowest 20 
per cent, have not kept pace with other incomes. One 
possible reason may be found in the starting points 
used for the distribution. The choice of starting points 
is arbitrary. A different method of choosing these 
would probably have led to different figures for the 
lower incomes. It will be remembered that the starting 
points were chosen so as to give approximately the 
same real value in each year, whereas real average 
incomes have been rising throughout the period. One 
reason for this choice was that the lowest income group 
contains a higher than average proportion of incomes, 
like pensions and investment income, that are relatively 
fixed. However, this use of a constant real value may 
have had the effect of holding down the growth in 
average income shown for the lowest group by including 
in the later years some incomes at the bottom of the 
scale that on a different definition might have been 
excluded.

5̂ -

Other reasons for change in distribution
Many factors affecting the change in distribution of 

income are outside the scope o f this note, particularly 
the relative movement of wages and salaries and of the 
average earnings of the unskilled and the skilled.
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