
V

Q uarterly estim ates of personal income and expenditure-—new series

Quarterly estimates of personal income, expenditure and 
saving (see Table B page xiv) are now published for the 
first time. They are designed to bring up to dale the annual 
figures given in the latest National Income Blue Book 
{National Income and Expenditure, 1957). A general 
description of the estimates together with a detailed 
description of the sources, methods and definitions used 
in making the estimates for calendar years is given in 
National Income Sta tistics: Sources and Methods, 
H.M.S.O., 1956, referred to below as Sources and 
Methods.

The following paragraphs describe the nature of the 
quarterly estimates.

Wages and salaries
The estimates of wages and salaries are based on 

P.A.Y.E. income tax returns. The principal source of the 
annual figures is the return submitted- to collectors of 
taxes by employers at the end of each financial year. 
The return consists of a list showing the annual pay and 
tax deducted for each employee, and is accompanied by 
any tax deduction cards used or by the equivalent forms 
used by large employers. These lists are summarised 
centrally by the Inland Revenue and, after the adjustments 
described in Sources and Methods, pages 74-76, provide 
the annual totals of wages and salaries.

The estimates of wages and salaries paid in each quarter 
are based on a 1 per cent, sample of the tax deduction 
cards and their equivalents used in the financial year 
1954/55. About one-third of these provided quarterly 
figures of pay and tax deducted. The estimates derived 
from this sample for 1954/55 form the basis for estimating 
wages and salaries in later quarters from the tax paid. 
The bulk of the tax deducted by employers for any month 
ending on the fifth day of a calendar month is paid over to 
collectors during the remainder of that calendar month. 
The tax deducted in any quarter can therefore be estimated 
approximately from the tax payments made within about a 
month of the end of the quarter. The changes in these 
raw figures of quarterly P.A.Y.E. tax receipts have to be 
adjusted to yield the estimates of changes in the quarterly 
figures of pay. The principal adjustment arises from the 
fact that proportionate changes in tax usually greatly 
exceed related changes in income. This is because the 
marginal rate of tax paid by a taxpayer on an addition to 
his income exceeds the average rate of tax paid. Allow
ances are also made for each of the following :—

(1) any Budget change in rates of tax and allowances 
and the dates on which these come into operation 
under P .A .Y .E .;

(2) any changes from year to year in the average 
marginal rates of tax chargeable on increases in 
wages and salaries ; and

(3) any accumulation of unpaid tax by employers which 
will be collected after the end of the financial year.

In this way the quarterly receipts of income tax under 
P.A.Y.E. are used to estimate the changes in wages and
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salaries over the corresponding quarters of the previous 
year. Adjustments corresponding to those made to the 
annual figures are estimated for the quarterly figures. 
The resulting quarterly estimates are subject to a fairly 
wide margin of error, but the total of the quarterly figures 
for any financial year can be revised when the annual total 
is available about nine months after the end of the financial 
year. A further sample of tax deduction cards will be 
taken when this is considered necessary.

The quarterly estimates cannot be reconciled precisely 
with either the monthly index of weekly wage rates or the 
results of the Ministry of Labour’s twice yearly inquiries 
into wage earning^ for two reasons. First, wages account 
for only about two-thirds of wages and salaries and not all 
of these are covered by the Ministry of Labour figures. 
Secondly, the amount of wages and salaries paid in any 
one quarter is affected by seasonal and other changes in 
the level of employment, overtime and part-time working 
and by holiday pay and bonus payments.

Pay in cash and kind of the Forces
The estimates are compiled from quarterly returns made 

by the Service Departments.

Employers* contributions to national insurance and pension 
funds, etc.

Quarterly figures of employers’ contributions to national 
insurance are compiled from returns made by Government 
Departments. The quarterly figures of employers’ 
contributions to superannuation and other pension funds, 
etc., are estimates obtained simply by interpolating and 
extrapolating the annual figures.

Current grants from public authorities
Quarterly figures of national insurance benefits and 

other current grants to persons by the Central Government 
are compiled from returns made by Government Depart
ments. Quarterly figures of grants to persons by local 
authorities, which are relatively unimportant, are estimated.

Other personal income
This item comprises income from self-employment, 

before providing for depreciation and stock appreciation, 
and personal receipts of rent, dividends and interest. 
There is no direct information about the quarterly move
ments of income from self-employment. The quarterly 
figures are estimates obtained by interpolating and extra
polating the annual figures, partly by referring to such 
indirect evidence as is available (e.g. the quarterly move
ment in the retail sales of independent traders). The 
quarterly figures of rent, dividends and interest receipts are 
derived, like the annual estimates, as the difference between 
estimates of total payments of rent, dividends and interest 
by all sectors other than persons, and total receipts of 
rent, dividends and interest by all sectors other than 
persons, see Sources and Methods, page 59.
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Consumers* expenditure
The quarterly estimates of consumers’ expenditure have 

been published for many years and are described in 
detail in Sources and Methods^ pages 97 to 141.

Taxes on income
The figures in the table relate to  the net payment of taxes 

on income by the personal sector in each quarter and year. 
They are not necessarily equal to the taxes accruing on the 
income earned or received by persons during the period in 
question. Taxes deducted a t source by companies and 
public corporations on dividends and interest paid to 
persons are included. Such taxes are regarded as being 
paid by persons when they receive the dividend or interest 
payment even though the company o r public corporation 
generally pays the tax to the Inland Revenue at a different
date.

National insurance contributions

The quarterly figures are the same as those which appear 
as an item o f revenue in Table D (page xvi).

Balance : saving before providing for depreciation, stock 
appreciation and tax reserves

The quarterly figures are derived, in the same way as the 
annual figures, as the difference between total personal 
disposable income and consum ers’ expenditure. Both the 
absolute am ount in each quarter and year, and the changes 
from quarter to quarter and year to  year, are subject to 
large margins o f error. The figures in the table are on a 
slightly different basis from the annual figures given in 
Table 2 o f the N ational Income Blue Book as they include 
additions to  tax reserves.
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