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United Kingdom Balance of Payments: 
preliminary figures for the fourth quarter 1990 

Current Account 

In the fourth quarter the current uccoum deficit (seasonally ad· 
justed) was £0.8 billion (£2.4 billion in the IJ1ird quarler). 
In 1990, the deficit is preliminarily estimated to be £12.8 billion 
(£ 19.9 billion in 1989). 

Visible DaJnnce 

The visible trade deficit in the fourtJ1 quarter was £3.0 billion (£3.7 
billion in the third quarter); within this IJle surplus on oil was £0.3 
billion (£0.4 billion in previous quarter). 

The 1990deficit was£17.9 billion (£24.0 billion in 1989); within 
this tJ1e surplus on oil was £1.6 billion (£1.3 in 1989). 

Invisible Balance 

First estimates of invisiblcs in tl1e fourtJ1 quarter showed a surplus 
of £2.1 billion (£1.3 billion in pn.:vious quancr); within this, 
Services (Table AS) showed a surplus of £0.9 billion (£1.0 billion 
in third quarter). a smaller deficit on the travel account being 
broadly offset by larger deficits for sea transport and gencraJ 
government. 

Interest, profi l'i und dividends (Table A6) showed a surplus of 
£2.3 billion (£1.5 billion in third quarter); within tJ1is net direct 
investment earnings rose to £3.5 billion (£2.7 billion in the third 
quarter) with UK overseas earnings (especially of oil companies) 
remaining at a high level and UK earnings attributable overseas 
falling back. 

UK bunks' net Interest payments abroad fell to £1.4 billion 
(£1.8 billion in third quarter). 

Transrers (Table A 7) showed a deficit of£ 1.1 billion (as in tJ1e 
tllird quarter). 

The surplus on invisibles in 1990 was £5.1 billion (£4.1 billion in 
1989); within this Services showed a lower surplus of£4.4 billion 
(£4.9 billion in 1989). 

Interest, profits and dividends showed a higher surplus of £5.1 
billion (£3.8 billion), mainly reflecting higher net direct invest· 
ment earnings. 

Transfers showed a slightly smuller deficit of £4.4 l?illion (£4.6 
billion in 1989). 

Capital account (transactions in external as.<;cts and liabilities) 

Identified transactions in the fourth quarter showed a net 
outflow of £2.9 billion (net inflow of £1.6 billion in the tJtird 
quarter. Within this, Direct Investment overseas was £4.0 billion 
(£2.8 billion in the thjrd quarter) and overseas direct Investment 
In the UK was £1.7 billion (£5.6 billion in tJ1e IJlird quarter). 

Portfolio Investment overseas was £12.6 billion (disinvest­
ment of £0.6 billion in the tllird quarter) and ovcrse.us portfolio 
investment In the UK was £1.2 billion (£2.4 billion in previous 
quarter). 

UK banks' transactions other than direct and portfolio invest 

ment (Table A 11) showed a net inflow of £12.6 billion - £8.4 
billion in foreign currency and £A .2 billion in sterling -(net outflow 
of £4.5 billion, predominantly foreign currency in the third quar­
ter). 

Ofncinl reserves decreased by £0.3 billion (increased by £0.4 
billion in the third quarter). 

Identified transactions in 1990 showed a nel inflow of £9.4 
billion (£4.7 billion in 1989); within this, Direct Investment 
overseas (£9.5 billion) was substantiaJly lower than in 1988 and 
1989 (£20.9 billion and £21.6 billion respectively). while overseas 
direct investment in tlte UK (£18.0 billion) remained broadly at the 
high 1989level (£17.5 billion). 

Portfolio investment overseas (£15.0 billion) was well under half 
the 1989levcl (£.16. 1 billion), while overseas portfolio investment 
in tJte UK (£5.3 billion) was close to half its 1989 level (£10.9 
billion). 

Net borrowing by banks and other UK residents was substan­
tially lower, while the officiaJ reserves showed little change 
(decrease of £5.4 billion in 1989). 

Unlunclng Item (not seasonally adjusted) 

Errors and omissions in the fouriJl quarter, representing un­
identified net inflows over the current and capital accounL~. were 
£2.1 billion (£1.6 billion in the third quarter). 

Errors and ommissions in 1990 were £3.4 billion (£15.2 billion 
in 1989). 

The balancing item has been substantially positive (indicating 
unidentified net inflows) in most years since 1984. 

Careful interpretation of the balance of payments accounts- both 
current and capital · is needed because of the persistently large and 
posiLive balancing items. These large errors and omissions throw 
doubL~ on the quality of a number of figures in the accounts. 

Nute 

The figures for tJ1e invisible balance in the fourtJ1 quarter replace 
tJ1e projection included in the current account press notice for 
January 1991 published on 28 February. They continue to incor· 
porate the national accounts statistical adjustments introduced in 
tJte 1989 Pink Book as part of the adjustments to improve tJu~ 

coherence of the nutionaJ accoums. The annual adjustments to net 
exports of goods and services (shown for convenience under 
exp<ms of services) arc allocated over the quarters of 1988 and 
1989 on a proportionate basis. 

The preliminary estimates of invisibles are subject to revision for 
several years, sometimes substantial, as new information becomes 
available. The CSO keeps tltese revisions constantly under review 
Uild bias adjustments are currently made to early estimates of direct 
investment income and net exports of services. Despite this, early 
estintates have tended to be revised upwards in rece~tquarters (i.e. 
increasing me surplus on invisibles). buttheCSOcurrentlyconsid­
ers that there is insu(ficiem evidence to make a further bias 
adjustment. 



The estimates now incorporate the results of the annual 1989 
inquiries into the portfolio investment of insurance companies and 
pension funds, together with revisions to the results of the corre­
sponding 1988 inquiries. 

The estimates also incorporate the results of the annual 1989 
inquiries into overseas direct investment and earnings. More 
details on these figures will be published subsequently in a 
Business Bulletin and in Business Monitor MA4. The estimates 
for 1990 based on the quarterly sample survey have been revised 
in the light of the 1989 survey resulls. These estimates arc based 
on a quarterly inquiry which, as pan of the package of measures 
announced under the Chancellor's fniti otivc, was expanded :md 
made compulsory with effect from the third quarter of 1990. 
Information available from t11c extended quarterly inquiry also 

provided the basis of revisions to the ligures on direct investment 
flows for the first half of 1990. 

The estimates of securities dealers' transactions in short-term 
assets and liabilities (and related interest payments) have been re­
vised in the light of information on trunsuctions with ovcrscus 
affiliates obtained in the 1989 direct investment inquiry. 

The series on direct investment earnings for oil companies have 
been affected by sharply fluctuating prices for crude oil. Rises in 
the price of crude oil have lead to stock gains, and subsequent re­
ductions in the oil price are likely to lead t<> stock losses. However, 

the timing and extent of these effects and the relationship with 
reported profits arc difficult to predict and !.his element of tJ1c 
accounts has been more volatile tl1an usual. 

The revised mctJtod of allowing for exchange rate effects in 
estimaLing UK banks' foreign currency lending and borrowing 
flows has now been incorporated into the figures from 1987. 

Net transactions in assets and liabilities should, with reversal of 
si&'Tl, equal the (unadjusted) balance on the current account. In 
practice, because the information comes from different sources, 
there is n discrepancy- the balancing item. This mismatch between 
identified current LrtUlsactions and their (capit.al account) financing 
reflects errors and omissions which arc likely, to varying degrees, 
to affect most entries in the accounts (sec Pink Book 1990 pngcs 5 
and 6). 

A programme of work to improve balance of payments statistics 
is now undcrway (see Pink Book 1990, page 6). 

CSO Dutabank identifiers are shown against the series included 
in the tables. The data in !.his issue, and tJ10sc for earlier periods, 
can be obwincd in computer readable fonn via CSO Databank 
service. DctailsoftJtis service and a scheduleofchargcscan be ob­
tained from tJ1e Dutabank Manager, CSO/E 1, Room 52/4, Govern­
ment Offices, Great Georgc Street. London, SWlP 3AQ (Tele­
phone : 071 -270 6386). 

Ceroral Statistical Office 
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A1 Balance of payments summary 

£million 

Seasonally adjusted Not seasonally adjusted 

UK external assets and 
lnvislbles (balance) liabilities Allocation 

of SDRs 
Trans- Trans- and gold 

Visible actions actions Net subscrip· 
trade Current Current Capital In In lla- trans- tlonto Balancing 

(balance) Services I.P.D. Transfers Total balance balance transfers assets 1 billtles 1 actions IMF Item 

AI MA AI MC At MD AIME AIMB A IMF AIMG AAAZ HEPZ HEOW HEOU AIM I AASA 
1981 3252 3792 1 251 ·1 547 3496 6748 6 748 -50769 43334 ·7436 158 530 
1982 1910 3022 1 460 ·1 741 2 741 4 649 4 649 -31 407 28 820 ·2589 · 2060 
1983 ·1 537 4064 2854 ·1 593 5325 3787 3 787 -30 172 25622 · 4 551 764 
1984 -5336 4 519 4 379 -1730 7168 1832 1 832 -32 041 24119 ·7923 6091 
1985 -3345 6687 2507 -3111 6083 2738 2738 ·52919 46290 -6629 3891 

1986 -9485 6696 4 881 -2 157 9420 ·66 ·66 -92888 85886 -7001 7 067 
1987 -11 224 6628 3677 -3 402 6903 -4 322 -4 322 -83877 88256 4380 -58 
1988 -21077 4545 4 536 ·3546 5535 -15 542 -15 542 -55625 63620 7996 7 546 
1989 -23 998 4 891 3 781 -4 578 4094 -19904 -19904 -88653 93319 4 665 15 239 
1990 -17911 4406 5134 -4 421 51 19 -12 794 -12 794 ·69 957 79386 9 429 3365 

1981 01 1 684 1 043 260 -52 1 251 2935 2664 -1511 2 10800 -4 313 158 1 491 
02 1 281 900 381 ·588 693 1 974 1 662 -8 535 6032 -2 503 84 1 
03 -148 1 046 294 -671 669 521 625 -13 849 13132 -717 92 
04 435 803 316 -236 883 1 318 1797 ·13 273 13370 97 · 1 894 

198201 262 939 93 125 1157 1 419 1 157 · 11 602 11324 -278 -879 
02 138 776 433 -743 466 604 154 -37 1216 1178 -1 332 
03 549 591 402 -647 346 896 921 -18 416 16418 -1999 1 078 
04 961 716 532 -476 772 1730 2417 -1 352 -138 · 1 490 -927 

198301 -217 1080 806 53 1939 1722 1 462 ·10 722 8454 -2 269 807 
02 -575 973 382 ·675 680 105 -386 -193 376 183 203 
03 -142 938 1 004 -417 1 525 1 382 1 369 -11 468 11 864 396 -1 765 
04 -603 1073 662 ·554 1 181 578 1 342 -7789 4 928 ·2 861 1 519 

1984 01 -448 1 189 883 -309 1763 1 315 867 ·14 082 12895 -1187 320 
02 ·1 387 1009 884 ·649 1 244 ·143 -704 -8 914 6855 -2 060 2 764 
03 ·1 534 1 124 957 -636 1 445 ·90 102 -597 -568 · 1 165 1063 
04 -1 967 1 197 1 655 -136 2716 750 1587 -8448 4 937 ·3 51 1 1 944 

198501 ·1 962 1456 893 -835 1514 ·448 -787 -17219 13586 ·3633 4 420 
02 -214 1747 613 -651 1709 1 495 852 -6778 6293 -486 -366 
03 ·538 1797 712 -881 1628 1090 1239 -16019 10036 -5982 4 743 
04 -631 1 687 289 -744 1232 601 1 434 -12 903 16375 3472 -4906 

198601 -1580 1735 1028 67 2830 1 250 653 -15796 13878 ·1 918 1265 
02 · 2 103 1 532 1 171 ·544 2159 56 -217 -15339 12 471 -2 867 3 084 
03 ·2916 1676 1350 ·803 2223 -693 ·848 ·43 570 43 298 · 272 1 120 
04 -2886 1 753 1 332 ·877 2208 -679 346 -18 183 16 239 -1 944 1 598 

198701 -1 752 1 727 1 085 -766 2046 293 17 ·17639 19 121 1483 -1 500 
02 -2760 1 701 872 -759 1814 -947 -1203 -26 271 27117 846 357 
03 -2974 1 802 905 ·982 1 725 -1 249 ·1613 -26308 25 164 ·1 144 2 757 
04 ·3738 1 398 815 ·895 1 318 · 2419 ·1 523 · 13659 16 854 3195 ·1 672 

198801 ·4 182 1 200 839 ·1 052 987 -3195 ·3479 -5 213 9053 3840 -361 
02 -4 797 1 273 1 277 -894 1656 -3141 -3434 -20 003 19914 -89 3523 
03 ·5499 1 146 1 136 -209 2073 ·3426 ·3809 -23083 26303 3220 589 
04 -6599 926 1 284 ·1 391 819 -5780 ·4 820 -7326 8350 1025 3 795 

198901 -6210 1 089 1 248 ·708 1629 ·4 581 ·4 421 ·29243 32068 2824 1597 
02 -6610 1509 1 173 -844 1 838 -4 772 ·5390 · 16065 15128 -936 6326 
03 ·6 424 1 268 455 · 1396 327 ·6097 ·6830 ·19952 29796 9 844 ·3014 
04 · 4 754 1025 905 · 1630 300 ·4 454 ·3 263 -23393 16 327 ·7 067 10330 

199001 -5905 1 376 669 ·925 1 120 ·4 785 ·5165 · 14 926 24 366 9 440 -4 275 
02 ·5284 1 191 673 ·1 303 561 ·4 723 ·5 151 ·3 194 4 488 1 294 3 857 
03 -3748 961 1 456 ·1112 1305 ·2 443 ·3 250 -31 570 33 179 1609 1 641 
04 -2974 878 2336 ·1 081 2133 -843 772 -20 267 17 353 · 2914 2142 

1 Prior to 1979 foreign currency lending and borrowing abroad by UK banks 
(other than certain export credit extended) is recorded on a net basis under 
liablilies. 



A2 VIsible trade In the balance of payments 

C million 

Not seasonally adjusted Seasonally adjusted 

Total goods Oil Non-oil Total goods 

Exports Imports Visible Exports Imports Visible Exports Imports Visible Exports Imports VIsible 
(f.o.b.) (f.o.b.) balance (f.o.b.) (f.o.b.) balance (f.o.b.) (f.o.b.) balance (f.o.b.) (f.o.b.) balance 

CGJP CGGL HCHL CGOE CGQG CGOI CGOF CGOH CGOJ CGKG CGHK AI MA 
1981 50668 47 416 3 251 9092 5987 3105 41 576 41 429 147 50668 47 416 3 252 
1982 55331 53421 1911 106'71 6032 4 639 44 660 47389 ·2729 55331 53 421 1 910 
1983 60700 62237 -1 537 12 4.a6 5514 6 972 48 214 56723 ·8509 60700 62237 · 1 537 
1984 70265 75601 · 5336 14 834 7901 6933 55 431 67700 -12 269 70265 75601 · 5336 
1985 77991 81336 -3 345 16 115 8014 8101 61876 73322 · 11 446 77991 81336 -3345 

1986 72656 82141 ·9363 8189 4119 4 070 64 467 77900 -13 433 72656 82141 ·9485 
1987 79446 90670 · 11 224 8445 4 262 4 183 71001 86408 · 15407 79446 90670 · 11 224 
1988 80776 101853 · 21077 6018 3221 2 797 74 758 98632 -23 874 80776 101853 ·21 077 
1989 92831 116829 ·23998 5919 4 616 1303 86912 112213 ·25301 92 831 116829 ·23998 
1990 102746 120657 ·17911 7 509 5933 1 576 95237 114 724 · 19 487 102 746 120 657 ·17 911 

198101 11 699 10238 1461 2068 1325 743 9715 8774 941 11 783 10099 1 684 
02 12263 11 171 1 092 2208 1314 894 10006 9 619 387 12 214 10 933 1 281 
03 12678 12835 · 157 2429 1652 777 10 740 11 665 ·925 13169 13 317 · 140 
04 14 028 13 172 856 2387 1 696 691 111 15 11 371 -256 13502 13 067 435 

198201 13211 13246 -35 2362 1690 672 10972 11 382 ·410 13334 13072 262 
02 13 752 13849 -97 2420 1 492 928 11 350 12140 -790 13 770 13632 138 
03 13448 12 911 537 2849 1 504 1345 11007 11803 ·796 13856 13 307 549 
04 14920 13415 1505 3040 1346 1694 11 331 12064 -733 14 371 13 410 961 

198301 14652 15 071 -419 2921 1353 1568 11655 13440 · 1 785 14576 14 793 · 217 
02 14 750 15681 -931 3022 1 389 1633 11771 13 979 ·2208 14793 15368 -575 
03 14 768 15085 ·317 3099 1418 1681 12351 14 174 ·1 823 15450 15592 ·1 42 
04 16530 16400 130 3444 1354 2090 12 437 15130 ·2693 15881 16 484 ·603 

1984 01 16835 17 566 ·731 3 418 1 394 2024 13162 15634 ·2 472 16580 17 028 ·448 
02 16816 18 636 -1 820 3596 1 926 1 670 13 414 16 471 ·3 057 17 010 18 397 · 1387 
03 16683 18 395 ·1 712 3 923 2055 1 860 13942 17 344 ·3 402 17 865 19 399 · 1 534 
04 19 931 21 004 · 1 073 3 897 2526 1 371 14 913 18 251 -3338 18810 20777 ·1 967 

198501 19956 22031 · 2 075 4370 2 959 1 41 1 15 500 18 873 ·3373 19870 21 832 · 1 962 
02 20192 20927 ·735 4 589 1 896 2693 15899 18 806 -2907 20488 20 702 ·214 
03 17897 18 681 -784 3631 1 580 2051 15 266 17 855 -2589 18 897 19435 -538 
04 19946 19697 249 3525 1 579 1 946 15211 17788 -2577 18736 19367 ·631 

198601 17532 19552 · 1 966 2850 1198 1 652 15 341 18516 -3175 18 191 19771 · 1580 
02 18305 20599 -2269 1853 1029 824 16097 19001 ·2904 17950 20053 ·2 103 
03 16663 19863 -3180 1646 871 775 15974 19644 ·3670 17620 20536 ·2916 
04 20156 22127 · 1948 1 840 1021 819 17 055 20739 -3684 18895 21781 -2886 

198701 19432 21 471 ·2039 2087 1067 1 020 17 656 20428 -2772 19 743 21495 · 1 752 
02 19348 22363 ·3015 2116 1019 1097 17230 21087 ·3 857 19346 22106 · 2 760 
03 19286 22740 ·3454 2 216 1096 1120 181 76 22 270 -4 094 20392 23366 -2 974 
04 21380 24 096 ·2 716 2026 1 080 946 17 939 22623 -4 684 19 965 23703 -3 738 

198801 19 246 23 753 ·4 507 1658 780 878 17 657 22717 ·5060 19315 23497 · 4 182 
02 20192 25203 ·5011 1678 782 896 18 437 24 130 -5693 20115 24 912 -4 797 
03 19839 25806 -5967 1 504 852 652 19 461 25 612 -6151 20965 26464 -5 499 
04 21499 27091 · 5592 1178 807 371 19203 26173 ·6970 20381 26980 -6599 

198901 21422 27686 ·6264 1225 963 262 20636 27108 -6472 21861 28071 ·6210 
02 22876 29953 -7 077 1409 1 252 157 20973 27740 ·6 767 22382 28992 ·6610 
03 22090 29278 ·7 188 1 532 1 158 374 22108 28906 -6798 23640 30064 ·6424 
04 26443 29912 -3 469 1 753 1 243 510 23195 28 459 -5264 24 948 29702 ·4 754 

199001 24 986 31 206 -6220 1894 1 511 383 23456 29744 -6 288 25350 31 255 -5905 
02 25995 31560 ·5565 1647 1 213 434 24 220 29938 ·5718 25867 31 151 ·5 284 
03 23902 28692 ·4 790 1782 1 337 445 23806 27999 ·4 193 25 588 29336 ·3 748 
04 27863 29199 ·1 336 2186 1872 314 23 755 27 043 ·3288 25 941 28 915 ·2 974 



A3 Volume, Implied price and unit value Indices 

1985 - 100 

Seasonally adjusted Not seasonally adjusted 

Volume Indices Implied price indices 1 Unit value indices2 Terms of trade3 

Non-oil Goods and Goods and Non-oil Non-oil 
All goods goods Services services Goods Services services All goods goods All goods goods 

Exports 
CGTR CGSV CGSI HHCX HHCZ CGTA HDUV CGTO CGSX CGTO CGSZ 

1981 83.3 86.7 95.1 86.0 78.0 72.3 76.6 76.2 75.3 103.4 102.7 
1982 85.6 87.8 90.2 86.7 82.8 78.9 81.9 81.4 80.6 101.9 101.8 
1983 87.8 88.2 91 .8 88.6 88.8 87.0 88.4 88.0 87.4 100.7 100.1 
1984 94.7 94.8 93.5 94.4 95.1 95.4 95.2 95.0 94.0 99.7 98.8 
1985 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

1986 104.0 104.0 106.0 104.6 89.6 99.7 91.9 90.4 101.4 94.5 100.6 
1987 109.7 111.9 113.6 110.6 92.8 101.0 94.9 93.8 104.7 95.9 101 .7 
1988 111.8 116.2 108.2 110.9 92.6 105.0 95.5 93.9 108.1 97.1 104.8 
1989 117.3 128.2 11 1.5 115.9 101.5 112.9 104.1 101.2 114.8 97.9 105.0 
1990 125.3 136.7 109.6 121 .5 105.2 119.4 108.3 106.8 119.4 99.5 105.8 

198601 99.8 100.5 104.5 101.9 92.5 99.1 94.0 93.3 99.7 97.1 100.8 
02 105.3 104.3 104.9 104.4 88.7 97.8 90.7 88.9 100.8 94.5 101.7 
03 104.5 103.0 107.2 105.0 86.3 100.1 89.9 88.2 101 .5 93.7 100.9 
04 106.2 108.1 107.6 107.3 90.9 101.8 93.1 91.3' 103.6 92.8 99.0 

198701 110.1 112.2 110.4 11 0.1 91 .6 99.9 93.5 93.1 104.0 93.5 99.2 
02 107.3 109.0 114.5 109.0 92.9 100.2 94.7 93.5 104.3 96.2 102.1 
03 111.0 113.9 117.8 112.6 93.9 103.0 96.5 94.7 105.2 97.1 102.7 
04 11 0.5 112.4 11t.6 110.8 93.0 100.5 94.7 93.9 105.4 96.7 102.9 

198801 109.2 111 .1 111 .0 109.6 90.3 101.1 92.8 92.7 106.2 96.6 103.9 
02 113.5 11 6.1 111.1 112.9 91 .3 102.7 93.9 93.3 107.0 97.4 104.9 
0 3 114.4 120.0 106.1 112.4 93.8 108.1 97.6 94.9 109.3 97.6 105.6 
04 110.2 117.7 104.8 108.9 95.1 107.7 97.8 94.7 110.0 97.0 105.3 

198901 113.6 124.9 114.1 11 3.7 98.1 106.3 100.0 97.8 112.0 98.7 106.2 
02 113.0 124.3 114.1 113.2 101.9 111 .5 104.2 100.8 11 3.8 98.5 105.6 
03 118.8 129.3 111.3 117.0 102.0 115.8 105.7 102.2 116.2 97.3 104.7 
0 4 123.8 134.5 106.6 119.7 103.6 117.3 106.3 103.9 117.1 96.9 103.6 

199001 124.8 134.6 113.9 122.2 103.7 117.3 106.6 105.5 118.8 97.4 104.0 
02 126.6 137.7 110.4 122.7 104.9 120.1 108.1 105.4 120.4 97.6 104.9 
03 123.7 136.2 106.9 119.7 106.1 121.0 109.8 107.4 120.1 101.5 107.3 
04 125.8 138.2 107.2 121.4 106.0 119.0 108.5 108.7 118.4 101.6 107.1 

Imports 
CGTS CGSW CGSP HHCY HHDA CGTB HDWN CGTP CGSY 

1981 75.8 73.7 95.4 79.4 77.0 76.4 76.9 73.7 73.3 
1982 80.1 79.2 97.5 83.3 82.2 82.6 82.3 79.9 79.2 
1983 87.0 87.7 96.4 88.7 87.9 90.3 88.4 87.4 87.3 
1984 96.9 96.5 100.0 97.5 95.9 97.2 96.1 95.3 95.2 
1985 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

1986 107.1 106.7 104.7 106.9 94.4 103.0 95.6 95.7 100.8 
1987 115.3 116.3 114.9 115.3 96.6 105.0 98.1 97.8 103.0 
1988 131.0 133.6 125.3 130.0 95.6 104.4 97.1 96.7 103.1 
1989 141.5 143.9 130.4 139.5 101.5 111.8 103.2 103.4 109.3 
1990 143.4 144.5 133.9 141.7 103.4 116.0 105.5 107.3 11 2.9 

198601 102.8 104.6 104.0 102.2 96.2 100.8 96.9 96.1 98.9 
02 105.0 104.5 105.7 106.1 93.5 99.9 94.4 94.1 99.1 
03 110.0 108.0 103.3 108.7 91 .9 106.3 94.5 94.1 100.6 
04 110.6 109.7 105.8 110.5 96.0 104.4 97.0 98.4 104.5 

198701 108.7 109.1 107.7 108.5 97.6 104.8 98.8 99.6 104.8 
02 112.9 114.2 113.2 11 3.0 96.6 104.4 98.0 97.2 102.2 
03 11 8.6 120.0 116.9 118.3 96.5 107.7 98.9 97.5 102.4 
0 4 121.2 122.1 121.9 121.3 95.9 102.2 96.9 97.1 102.4 

198801 121.8 124.3 124.1 122.3 95.1 102.6 96.3 96.0 102.2 
02 129.1 132.0 123.3 128.0 95.3 104.1 96.8 95.8 102.0 
03 134.9 137.9 122.5 132.7 96.1 107.9 98.4 97.2 103.5 
0 4 138.1 140.3 131 .3 136.9 95.8 102.1 96.8 97.6 104.5 

198901 141.6 144.0 136.8 140.8 97.5 104.3 98.6 99.1 105.5 
02 141.5 143.7 128.1 139.1 101.3 110.4 102.8 102.3 107.8 
03 143.2 145.8 128.5 140.6 102.9 11 6.1 105.5 105.0 111.0 
04 139.7 142.1 128.2 137.6 104.3 11 5.0 105.9 107.2 113.0 

199001 146.5 147.1 132.5 144.0 104.8 115.1 106.3 108.3 114.2 
02 146.4 147.4 132.0 143.8 105.3 118.0 107.4 108.0 114.8 
03 142.0 142.6 131 .8 140.1 101.4 118.7 104.9 105,8 11 1.9 
04 138.9 140.7 139.3 139.0 102.0 11 1.3 103.5 107.0 110.5 

1 Current price value as a percentage of value at 1985 prices . Shows the 3 Export unit value indices as a percentage of import unit value Indices . These 
price difference compared with 1985 for the current pattern of trade. values are shown against "exports" for convenience. 

2 Shows the price difference compared with 1985 for the 1985 pattern of trade 
(the 1980 pattern up to 1982). Not available for services. 



A 4 lnvlslbles: summary 

£million 

Seasonally adjusted Not seasonally adjusted 

lnvisibles credits lnvisibles debits lnvisibles balance Total invisibles 

Gen. 
Private govt. 
sector transac-

and PC: !ions and 
services private 

Services IPO Translors Total Services IPO Transfers Total and IPD transfers Total Credits Debits Balance 

CGKS CGKL CGKT CGKR CGHU CGHJ CGHV CGHT CGIV CGIS AIMB CGJY CGGY CGIK 
1981 16948 37529 2792 57269 13156 36278 4 339 53773 5876 · 2380 3 496 57269 53773 3496 
1982 17 561 44 397 3402 65360 14 539 42 939 5143 62621 5943 ·3202 2741 65360 62621 2 741 
1983 19570 42470 3763 65803 15506 39617 5356 60479 8394 ·3069 5325 65803 60479 5325 
1984 21838 51634 4 044 77 516 17319 47255 5774 70348 10591 -3423 7168 77516 70348 7168 
1985 24499 52123 3535 80157 17 812 49616 6646 74 074 11234 ·5151 6083 80157 74 074 6083 

1986 25905 47 473 3870 77248 19209 42593 6027 67829 13888 · 4 468 9420 77 248 67829 9 420 
1987 28115 47790 3952 79857 21 487 44114 7354 72955 13017 -61t4 6903 79857 72955 6903 
1988 27 851 56326 3822 87999 23306 51790 7368 82464 11736 ·6201 5535 87999 82464 5 535 
1989 30839 73716 3893 108 446 25948 69935 847t 104 354 11 410 ·7316 4 094 108 448 104 354 4 094 
1990 32063 82180 3993 118236 27657 77048 8 414 113119 12282 ·7 163 51 19 118236 113119 5119 

198101 4 001 7198 1 033 12232 2958 6938 1 085 10981 1435 ·184 1 251 11868 10665 1 203 
02 4135 8 414 433 12982 3235 8033 1 021 12289 1476 ·783 693 12926 12356 570 
03 4 381 10254 533 15168 3335 9960 1 204 14 499 1 554 -885 669 15726 14 944 782 
04 4 431 11 663 793 16887 3628 11347 1029 16004 1 411 ·528 883 16 749 15808 941 

198201 4340 10 394 1360 16114 3401 10301 1 255 14 957 1 329 · 172 1 157 15 741 14 549 1193 
02 4 425 11 242 526 16193 3649 10809 1 269 15727 1572 ·1106 466 16 118 15867 251 
03 4323 11 241 672 16236 3732 10838 1319 15889 1 412 · 1 066 346 16803 16 419 385 
04 4473 11 520 824 16817 3 757 10991 1300 16048 1630 -858 772 16698 15786 912 

198301 4 822 11 479 1280 17581 3742 10673 1 227 15642 2234 -295 1939 17141 15260 1881 
02 4 770 9960 720 15 450 3797 9578 1395 14 770 1 698 ·1 018 680 15 403 14 858 546 
03 4977 10 351 844 16 172 4039 9348 1 261 14 648 2313 · 788 1 525 16829 15143 1 686 
04 5001 10680 9 t9 16600 3928 10 018 1 473 15 419 2149 -968 1 181 16 430 15 218 1 212 

1984 01 5277 11 352 1063 17692 41088 10469 1 372 15929 2471 ·708 1 763 17 440 15 842 1598 
02 5 287 11 966 757 18 010 41278 11 082 1 406 16 766 2333 · 1 089 1 244 17 818 16 702 1 116 
03 5494 13 610 772 19876 4i370 12654 1 408 18 432 2 514 ·1 069 1 445 20587 18 773 1 814 
04 5780 14 706 1 452 21938 41583 13050 1588 19221 3273 ·557 2716 21671 19031 2 640 

198501 6075 14 465 972 21512 41619 13572 1807 19998 2853 · 1339 1 514 21242 19954 1 288 
02 6126 13 455 m 20358 4379 12842 1 428 18 649 2829 ·1120 1 709 20118 18531 1588 
03 6089 12 404 977 19470 4292 11 692 1858 17842 3066 ·1 438 1628 20332 18309 2022 
04 6209 11799 809 18817 4522 11510 1553 17 585 2486 ·1 254 1232 18 465 17280 1185 

198601 6364 11 740 1 059 19163 4629 10712 992 16333 3360 ·530 2830 18 741 16068 2673 
02 6303 11 467 1 041 18 811 4 771 10296 1 585 16 652 3243 ·1 084 2159 18637 16560 2077 
03 6504 11939 949 19392 4828 10589 1752 17 169 3569 ·1 346 2 223 20294 17 942 2353 
04 6734 12 327 821 19 882 4 981 10 996 1698 17675 3716 ·1 508 2 208 19 576 17 259 2317 

198701 6809 11 722 1 270 19801 5082 10638 2036 17756 3 411 -1 365 2046 19429 17 373 2055 
02 7056 11 902 1 087 20045 5355 11 031 1 848 18 232 3 202 ·1 388 1 814 19 881 18 069 1 813 
03 7323 12039 890 20252 5521 11 134 1872 18 527 3 426 ·1 701 1 725 21 327 19 486 1 842 
04 6927 12127 705 19759 5529 11 311 1600 18 440 2 978 ·1 660 1318 19 220 18027 1193 

198801 6933 12 861 904 20698 5733 12022 1956 19 711 2649 ·1 662 987 20233 19 205 1029 
02 7021 13490 1 047 21 558 5748 12213 1 941 19902 3210 ·1 554 1656 21 445 19868 1577 
03 6919 14 743 1028 22690 5773 13607 1 237 20617 2929 -856 2073 23806 21 648 2 157 
04 6978 15232 843 23053 6052 13948 2 234 22234 2948 ·2129 819 22 515 21 743 772 

198901 7 513 17029 1 228 25770 6424 15 781 1936 24 141 3054 · 1 425 1629 25229 23368 1843 
02 7834 18 430 1 105 27369 6325 17257 1949 25531 3304 ·1466 1838 27161 25474 1687 
03 7 776 18 170 710 26656 6508 17715 2106 26329 2427 ·2100 327 27959 27601 358 
04 7 716 20087 850 28653 6691 19162 2 460 28 353 2625 ·2325 300 28099 27 893 206 

199001 8258 19 763 1 151 29172 6882 19094 2076 28 052 2680 ·1 560 1 120 28383 27 328 1 055 
02 8155 19858 810 28823 6964 19185 2 113 28 262 2560 ·1 999 561 28684 28270 415 
03 7765 20600 891 29256 6804 19144 2003 27 951 3098 ·1 793 1 305 30606 29066 1 540 
04 7 885 21959 1 141 30985 7007 19 625 2 222 28854 3944 -1 811 2133 30563 28455 2 109 



A5 Services 
£million 

General government Sea transport Civil aviation 

Credits Do bits Balance Credits Debits Balance Credits Debits Balance 

CGJR CGGI CGIG CGJW CGGW HBTO CGJO CGGG HOJA 
1981 401 1264 ·863 3731 3818 ·87 2359 2005 354 
1982 404 1 754 · 1 350 3 215 3589 ·374 2471 2184 287 
1983 470 1 522 · 1 052 3043 3 665 ·622 2665 2363 302 
1984 474 1 655 ·1 181 3 244 3600 ·356 2931 2676 255 
1985 483 1 781 · 1 298 3 211 3 508 -297 3078 2877 201 

1986 511 1920 ·1 409 3 216 3308 ·92 2786 3194 ·408 
1987 521 2 141 ·1 620 3 282 3313 ·31 3159 3775 ·616 
1988 551 2351 · 1 800 3 526 3571 ·45 3192 4 097 ·905 
1989 449 2698 ·2249 3870 3837 33 3758 4 261 ·503 
1990 430 2750 ·2320 3819 4 092 ·273 4 359 4 678 ·319 
Not seasonally adjusted 

198501 155 456 ·301 773 961 · 188 618 605 13 
02 93 414 ·321 827 904 ·77 784 721 63 
03 110 466 ·356 808 843 ·35 941 848 93 
0 4 125 445 ·320 803 800 3 735 703 32 

198601 181 509 -328 743 7?2 ·29 618 703 ·65 
02 87 451 ·364 840 875 ·35 648 790 · 142 
03 99 436 ·337 811 831 ·20 820 964 ·144 
04 144 524 ·380 822 830 -8 700 737 ·37 

1987 01 239 500 · 261 758 783 ·25 580 781 ·201 
02 102 512 ·410 835 829 6 796 915 · 119 
03 103 541 · 438 884 868 16 1 043 1 181 · 138 
04 77 588 ·511 805 833 ·28 740 898 · 158 

198801 221 551 ·330 821 844 ·23 617 921 ·304 
02 92 601 ·509 886 895 ·9 790 944 · 154 
03 112 560 ·448 920 948 ·28 1 021 1193 · 172 
04 126 639 ·513 899 884 15 764 1 039 -275 

19119 0 1 157 667 ·510 908 969 ·61 696 935 ·239 
02 79 646 ·567 1 007 986 21 944 999 · 55 
03 112 682 ·570 1003 1010 -7 1198 1 277 ·79 
04 101 703 ·602 952 872 80 920 1050 · 130 

199001 165 652 ·487 953 920 33 840 1 110 ·270 
02 72 691 ·619 986 1038 ·52 1094 1 142 ·48 
as 91 670 ·579 963 1 047 ·84 1377 1337 40 
04 102 737 ·635 917 1 087 ·170 1048 1 089 ·41 

Seasonally adjusted 

CGKK CGHH CGIP CGKP CGHR HHCS CGKE CGHF HHCT 
198501 116 456 ·340 813 970 ·157 771 684 87 

02 114 414 ·300 802 894 ·92 795 724 71 
03 118 466 ·348 783 821 · 38 761 715 46 
04 135 445 ·310 813 823 · 10 751 754 ·3 

198601 130 509 ·379 778 801 -23 779 791 · 12 
02 115 451 ·336 829 859 -30 656 796 · 140 
03 111 436 ·325 783 806 ·23 661 795 -134 
04 155 524 ·369 826 842 · 16 690 812 ·1 22 

198701 180 500 ·320 791 813 ·22 723 880 ·157 
0 2 142 5 12 ·370 821 821 804 932 · 128 
03 116 541 ·425 848 839 9 829 975 ·146 
04 83 588 ·505 822 840 ·18 803 988 · 185 

198801 165 551 ·386 861 863 ·2 776 1033 ·257 
02 140 601 ·461 864 886 -22 796 966 · 170 
03 118 560 ·442 883 918 ·35 809 986 · 177 
04 128 639 ·511 918 904 14 811 1112 ·301 

198901 102 667 ·565 949 1002 ·53 881 1 044 · 163 
02 123 646 ·523 983 963 20 949 1 027 -78 
03 119 682 ·563 963 966 ·3 951 1061 · 110 
04 105 703 ·598 975 906 69 977 1129 · 152 

1990 01 111 652 ·541 1000 942 58 1 062 1 238 · 176 
02 113 691 · 578 965 1 024 -59 1099 1 177 -78 
03 99 670 · 571 924 1 015 ·91 1 086 1 110 ·24 
04 107 737 ·630 930 1111 · 181 1 112 1153 ·41 
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A5 Services 

continued £million 

Travel Financial and other services Total services 

of which, 
balance for 

National privata 
accounts sector and 
statistical public 

Credits Debits Balance Credits Debits Balance adjustment Credits Debits Balance corporations 

CGKA CGHA HBYE HHDE HBVH HHCW HCGM CGJZ CGGZ CGIN CGIL 
1981 2970 3272 ·302 7 487 2797 4 690 16 948 13 156 3 792 4 655 
1982 3188 3640 ·452 8 283 3372 4 911 17 581 14539 3022 4372 
1983 4000 4090 ·87 9389 3866 5 523 19570 15506 4064 5116 
1984 4614 4663 -49 10 575 4 725 5850 21 838 17319 4 519 5700 
1985 5442 4 871 571 12 285 4775 7 510 24 499 17 812 6687 7985 

1986 5553 6083 -530 13 839 4 704 9135 25 905 19209 6696 8105 
1987 6 260 7280 ·1 020 14 893 4 978 9915 28115 21 487 6628 8 248 
1988 6184 8216 ·2032 14 398 5 071 9 327 27 851 23306 4545 6345 
1989 6945 9357 ·2412 15317 5 795 9522 500 30839 25948 4 891 7140 
1990 7477 9907 ·2 430 15448 6230 9 218 530 32063 27 657 4 406 6726 
Not seasonally adjusted 

198501 900 845 55 3 111 1 199 1 912 5 557 4 068 1 49t 1 792 
02 1330 1 152 178 2975 1206 1769 6009 4 397 1 612 1933 
03 2064 1876 188 3 115 1 164 1951 7038 5197 1 841 2197 
04 1 148 998 150 3 084 1206 1878 5895 4 152 1 743 2063 

198601 937 897 40 3365 1 135 2 230 5 844 4 016 1 828 2158 
02 1 278 1 458 · 180 3324 1 165 2159 6177 4 739 1438 1 802 
03 2095 2543 ·448 3620 1173 2447 7 445 5947 1498 1835 
04 1 243 1 185 58 3530 1231 2299 6 439 4 507 1932 2312 

1 1 

198701 1015 1 086 ·71 3662 1 201 2 461 6 254 4351 1 903 2164 
02 1 497 1797 ·300 3653 1 224 2429 6 883 5 277 1606 2016 
03 2371 2 991 ·620 4 045 1 260 2785 8 446 6 841 1 605 2043 
04 1377 1 406 ·29 3533 1293 2 240 6532 5018 1 514 2025 

198801 1047 1 348 ·301 3627 1 274 2353 6333 4938 1395 1725 
02 1463 1 970 ·507 3542 1 295 2247 6773 5 705 1068 1577 
03 2230 3212 -982 3 790 1 235 2555 8073 7148 925 1 373 
04 1 444 1686 -242 3439 1 267 2 172 6672 5515 1 157 1 670 

198901 1 183 1583 ·400 3770 1361 2409 120 6834 5 515 1319 1829 
02 1 587 2 212 ·645 3858 1446 2410 120 7 573 6 289 1 284 1 851 
03 2 537 3693 ·1 156 4 112 1484 2 628 130 9092 8 146 946 1 516 
04 1658 1 869 ·211 3 579 1504 2 075 130 7 340 5998 , 342 1 944 

199001 1380 1 696 ·316 3980 1 512 2468 130 7 448 5890 1 558 2045 
02 1 862 2526 ·664 3775 1539 2 236 140 7929 6936 993 1612 
03 2575 3830 · 1 255 3963 1 574 2389 130 9099 8458 641 1220 
04 1660 1855 ·195 3730 1 605 2 125 130 7 587 6373 1 214 1849 

Seasonally adjusted 

CGKU CGHW HHCU HHDD CGHN HHCV CGKS CGHU AI MC CGIT 
198501 1329 1 287 42 3046 1 222 1824 6 075 4 619 1458 1796 

02 1404 1 142 262 3 011 1205 1806 6126 4 379 1747 2047 
03 1382 1134 248 3045 1 158 1889 6089 4 292 1 797 2145 
04 1327 1308 19 3183 1 192 1 991 6 209 4 522 1 687 1997 

198601 1365 1381 · 16 3312 1 147 2165 6 364 4 629 1735 2114 
02 1 342 1 504 ·162 3361 1 161 2200 6303 4771 1 532 1868 
03 1 414 1 614 ·200 3535 1177 2358 6 504 4 828 1 676 2001 
04 1432 1 584 ·152 3631 1219 2412 6 734 4 981 1 753 2122 

198701 1 497 1680 ·183 3618 1 209 2409 6 809 5 082 1727 2047 
02 1 578 1 867 -289 3 711 1 223 2 488 7056 5355 1 701 2071 
03 1 596 1906 ·310 3934 1260 2674 7323 5 521 1 802 2227 
04 1 589 1827 ·238 3Sj0 1286 2344 6927 5529 1398 1903 

1988 01 1 523 2022 ·499 3608 1264 2344 6933 5733 1200 1 586 
02 1 544 2006 ·462 3677 1289 2388 7021 5 748 1 273 1 734 
03 1 497 2030 ·533 3612 1 279 2333 6 919 5773 1 146 1 588 
04 1 620 2158 -538 3501 1239 2 262 6 978 6052 926 1 437 

198901 1715 2364 ·649 3746 1 347 2399 120 7513 6424 1089 1 654 
02 1 671 2 259 ·588 3988 1 430 2558 120 7 834 6325 1509 2032 
03 1 700 2273 -573 3 913 1 526 2387 130 7 776 6 508 1268 1 831 
04 1859 2 461 ·602 3670 1 492 2178 130 7 716 6691 1 025 1 623 

199001 2007 2 527 ·520 3948 1523 2425 130 8 2.58 6882 1 376 1917 
02 1913 2533 ·620 3925 1 539 2386 140 8155 6964 1191 1 769 
03 1746 2 436 ·690 3 780 1 573 2207 130 7765 6 804 961 1532 
04 1 811 2411 ·600 3 795 1 595 2200 130 7 885 7007 878 1508 



A 6 Interest, profits and dividends 

!:million 

Credits • earnings on: 

Deposits and lending 
overseas by UK 

residents other than 
banks and general 

Portfolio investment government Olwhich: 
Lending Other 

etcto Of which: external PriVate 
overseas identified Transac- assets of sector and 
residents foreign tions with central public General 

Direct Other UK by UK currency banks Other Ofllcial govern· Total corpor· govorn· 
investment UK banks residents Total banks lending abroad assets reserves ment credits ations mont 

HHBV HESH HHHR CGNV HERG HHU HERH HERJ HHCB HER! CGJS CGNT CGNR 
1981 5417 200 790 990 28 740 27587 1158 253 858 114 37 529 36559 971 
1982 4 805 350 1300 1651 34504 33161 1595 865 761 217 44397 43419 979 
1983 6198 840 1822 2662 30710 29098 1388 748 589 175 42 470 41706 765 
1984 7824 1 423 2199 3622 36665 34 660 1 707 1001 586 230 51634 50818 818 
1985 7747 2301 2510 4 811 35 823 32787 1 975 1030 538 197 52 123 51 387 735 

1986 7 807 2621 2 878 5499 30 906 28107 1 673 823 607 158 47 473 46 708 765 
1987 10 953 2 476 2 522 4 998 28 535 25 390 1 733 640 854 78 47790 46858 931 
1988 13 849 2 485 3029 5514 32 986 29210 1868 652 1351 105 58326 54869 1 456 
1989 16 701 2901 4 346 7 247 44 023 38648 3050 748 1913 35 73 716 71 768 1948 
1990 17 878 3085 5124 8209 48 753 42 454 4 705 828 1732 78 82180 80372 18t0 
Not seasonally adjusted 

198501 2323 651 647 1 298 10067 9326 555 285 144 32 14 706 14 529 176 
02 2098 582 628 1 210 9 118 8390 518 257 131 61 13393 13 201 192 
03 1918 548 608 1 156 8 365 7 551 467 248 123 43 12 319 12 153 166 
04 1 408 520 627 1147 8 273 7 520 435 240 140 61 11 705 11 504 201 

198601 1 624 615 678 t 293 8 072 7366 437 226 150 33 11 835 11652 183 
02 1 895 618 704 1 322 7 441 6727 438 203 152 33 11 484 11299 185 
03 2134 675 737 1 412 7577 6907 392 201 151 41 11908 11716 192 
04 2154 713 759 t 472 7 816 7107 406 193 t54 51 12 246 12 041 205 

198701 2640 662 657 1319 7 147 6386 420 173 159 25 11883 11 698 184 
02 2801 621 644 1 265 7 081 6310 426 162 217 12 11964 11 735 229 
03 2813 595 622 1 217 7 137 6347 441 156 208 19 11990 11 764 226 
04 2699 598 599 1197 7 170 6 347 446 149 270 22 11 953 11661 292 

1988 0 1 3027 607 699 1306 7 710 6884 474 152 295 32 12996 12 669 327 
02 3523 593 737 1330 7 829 6988 414 153 350 26 13 625 13249 376 
03 3611 626 779 1405 8 682 7659 449 180 353 24 14 705 14 327 377 
04 3688 659 814 1473 8 765 7679 531 167 353 23 15000 14 624 376 

198901 4 111 721 960 1681 10 131 8 831 624 181 422 18 17167 16 727 440 
02 4 583 685 1033 1718 10776 9545 730 176 498 2 18 483 17983 500 
0 3 3 634 776 1 137 1913 , 140 9843 812 193 460 5 18157 17 692 465 
0 4 4 373 719 i 216 1 935 11 976 10 429 884 198 533 10 19 909 19366 543 

199001 3988 745 1282 2 027 12021 10 509 1064 194 468 22 19784 19 294 490 
02 3956 772 1301 2073 11990 10450 1 230 207 471 19 19945 19456 490 
03 5052 821 1 331 2152 , 608 10013 1 180 215 389 21 20616 20206 410 
04 4 882 747 1210 1957 13 134 11482 1 231 212 404 16 21835 21 416 420 

Seasonally adjusted 

HHBZ HHAS HHHS CGGS HHHO HHJK HHCC HHHW CGKL CGMI CGMG 
198501 2095 651 647 1 298 10050 9326 555 285 144 36 14 465 14 284 181 

0 2 2157 582 628 1 210 9112 8 390 518 257 131 70 13 455 13 254 201 
03 1 997 548 608 1156 8369 7 551 467 248 123 44 12 404 12 237 167 
04 1 498 520 627 1147 8 292 7 520 435 240 140 47 11 799 11612 166 

198601 1 536 615 678 1293 8058 7366 437 226 150 40 , 740 11 550 190 
02 1 874 618 704 1322 7437 6 727 438 203 152 41 , 467 11 274 193 
03 2162 675 737 1412 7579 6907 392 201 151 41 11 939 11 746 192 
0 4 2235 713 759 1 472 7832 7107 406 193 154 36 12327 12 138 190 

198701 2494 662 657 1 319 7 131 6366 420 173 159 27 11 722 11 536 186 
0 2 2742 621 644 1 265 7075 6310 426 162 217 15 11 902 11 670 232 
03 2 859 595 622 1 217 7 139 6347 441 156 208 19 12 039 11 612 227 
04 2 858 598 599 1 197 7190 6347 446 149 270 17 12 127 11 840 286 

198801 2893 607 699 1306 7710 6 884 474 152 295 31 12861 12535 326 
02 3387 593 737 1330 7829 6988 414 153 350 27 13490 13113 377 
03 3649 626 779 1405 8682 7659 449 180 353 24 14 743 14365 377 
04 3920 659 814 1 473 8765 7679 531 167 353 23 15 232 14 856 376 

198901 3974 721 960 1 681 10131 8 831 624 181 422 17 17029 16590 439 
02 4 529 685 1033 1718 10776 9 545 730 176 498 3 18 430 17929 501 
03 3646 776 1 137 1913 11 140 9 843 812 193 460 6 18170 17 704 466 
0 4 4 552 719 1 216 1 935 11 976 10 429 884 198 533 9 20087 19545 542 

199001 3 967 745 1 282 2027 12021 10 509 1064 194 468 22 19763 19 273 490 
02 3868 772 1301 2073 11990 10 450 1230 207 471 19 19858 19368 490 
03 5037 821 1 331 2152 11608 10013 1180 215 389 20 20600 20191 409 
04 5006 747 1210 1 957 13134 11 482 1231 212 404 17 21959 21540 421 



A 6 Interest, profits and dividends 

continued 

Debits - earnings on: 

Direct investment 

Oil 
Non-oil companies 

companies and mise. Tolal 

1001 
1982 
1983 
1984 
1985 

CGNX 
1 961 
2081 
2308 
2965 
3502 

1986 2 982 
1987 4 171 
1988 6317 
1009 5 619 
1990 3928 
Not seasonally adjusted 

1005 01 
02 
03 
04 

198601 
02 
03 
04 

198701 
02 
03 
04 

198801 
02 
03 
04 

1009 01 
02 
03 
04 

800 
1026 

647 
931 

573 
804 
726 
879 

985 
1068 
1030 
1088 

1 419 
1552 
16t3 
1733 

1356 
1448 
1282 
1533 

1990 01 1 333 
02 1029 
03 827 
04 739 

Seasonally adjusted 

1!l85 01 
02 
03 
04 

198601 
02 
03 
04 

198701 
02 
03 
04 

198801 
02 
03 
04 

198901 
02 
03 
04 

199001 
02 
03 
04 

CGEU 
897 
950 
704 
951 

571 
740 
779 
892 

004 
991 

1 097 
1099 

1403 
1450 
1 668 
1796 

1 341 
1359 
1 348 
1 571 

1 278 
972 
881 
797 

HHCF 
2741 
2586 
2958 
3314 
4 005 

2211 
2680 
2019 
3283 
3476 

1459 
870 
669 

1007 

732 
461 
310 
708 

891 
508 
464 
817 

571 
449 
437 
562 

704 
834 
598 

11 47 

672 
660 

1 117 
1 027 

HHCG 
1 112 
1044 

988 
861 

HHCH 
4 702 
4667 
5266 
6279 
7 507 

5193 
6 851 
8336 
8902 
7 404 

2357 
1896 
1316 
1 938 

1 305 
I 265 
1 036 
1 587 

1 876 
1 576 
1 494 
1905 

1990 
2001 
2050 
2295 

2060 
2 282 
1 880 
2680 

2005 
1689 
1 944 
1766 

HHCI 
2009 
1994 
1 692 
1812 

578 I 149 
568 1 308 
461 1 240 
604 1 496 

768 1752 
595 1 586 
677 1774 
640 1 739 

481 1884 
500 1 950 
631 2 299 
407 2203 

632 1 973 
953 2 312 
795 2 143 
903 2 474 

578 
735 

1 407 
756 

1 856 
1707 
2288 
1553 

Portfolio 

Overseas 
borrowing by UK 

banks 

invest- Foreign 
ment currency Sterling 

HEAN 
1173 
1 293 
1356 
1538 
1889 

2558 
3619 
4 730 
6230 
7132 

446 
436 
535 
472 

622 
580 
717 
639 

828 
878 

1 016 
897 

1 052 
1136 
1 299 
1 243 

1 482 
1 471 
1666 
1611 

1 812 
1 81 1 
1 760 
1 749 

HHIA 
407 
461 
491 
530 

585 
597 
651 
725 

768 
916 
935 

1000 

1055 
1133 
1203 
1339 

1 576 
1 408 
1 541 
1705 

1 907 
1716 
1705 
1804 

HHID 
27157 
32932 
28893 
34 731 
34282 

29038 
27183 
30756 
41 504 
45071 

9740 
8912 
7985 
7645 

7471 
6958 
7 224 
7 385 

6526 
6910 
6813 
6934 

7376 
7381 
7965 
8034 

9446 
10 316 
10537 
11 203 

11196 
11 452 
10 645 
11 778 

HHIV 
9740 
8912 
7965 
7645 

7 471 
6958 
7 224 
7385 

6526 
6 910 
6813 
6934 

7376 
7381 
7965 
8034 

9446 
10 318 
10537 
11 2 03 

11196 
11452 
10645 
11778 

HHIE 
1 527 
1879 
2032 
2286 
3560 

3 551 
4 007 
4 927 
B 168 

10773 

717 
883 

1000 
960 

890 
900 
883 
878 

956 
1031 

939 
1081 

972 
1066 
1279 
1610 

1 699 
1966 
2004 
2499 

2540 
2635 
2668 
2930 

HHIH 
763 
876 
961 
960 

931 
887 
936 
797 

992 
1 028 

984 
1003 

I 000 
1072 
1352 
1503 

1 735 
1988 
2 115 
2330 

2578 
2663 
2805 
2727 

Botrowlng from 
overseas by UK 
residents other 
than banks and 

general 
government 

Transac­
tions 
with 

banks 
abroad 

HERO 
1 437 
1 751 
1 631 
1 890 
1 807 

1 664 
1 779 
1957 
2963 
3556 

485 
471 
405 
446 

407 
427 
380 
450 

424 
440 
446 
469 

459 
439 
492 
567 

639 
719 
785 
820 

855 
901 
887 
913 

HHHX 
SOB 
453 
425 
421 

427 
413 
396 
428 

441 
432 
457 
449 

473 
432 
498 
554 

654 
712 
789 
808 

865 
895 
891 
905 

Other 
liabili­

ties 

HERO 
53 

124 
137 
200 
267 

294 
369 
709 

1548 
2204 

62 
69 
67 
69 

69 
65 
71 
89 

84 
88 
91 

106 

147 
160 
189 
213 

267 
375 
429 
477 

505 
539 
554 
606 

HHHZ 
62 
69 
67 
69 

69 
65 
72 
88 

85 
89 
94 

101 

148 
162 
192 
207 

269 
377 
433 
469 

507 
541 
558 
598 

Of which: 

Private 
sector 

and 

Other 
external 

liabili­
ties of 

general 
govern­

ment 

public General 
Total corpora- govern-

debits tlons ment 

HEAR 
230 
294 
304 
333 
304 

CGGK 
36278 
42939 
39617 
47 255 
49 616 

295 42 593 
308 44 114 
374 51 790 
620 69 935 
906 77 048 

65 13872 
73 12 740 
56 11 363 

110 11 641 

62 10 827 
64 10258 
53 10 364 

116 11 144 

61 10 754 
67 10990 
66 10865 

114 11 505 

74 12 070 
78 12 262 
83 13357 

139 14 101 

116 15 709 
138 17 269 
145 17 446 
221 19 511 

174 19 087 
206 19 234 
242 18700 
284 20027 

HHHY CGI-U 
82 13 572 
78 12 842 
72 11 692 
72 11 510 

79 10 712 
69 10 296 
70 10 589 
77 10 996 

74 10 638 
69 11031 
78 11 134 
87 11 311 

85 12022 
82 12213 
97 13607 

110 13948 

128 15781 
142 17 257 
157 17 715 
193 19182 

185 19094 
210 19 185 
252 19144 
259 19625 

HHII 
35338 
41 847 
38 429 
45 927 
48138 

40925 
42089 
49 478 
67 498 
74 815 

13492 
12421 
10 958 
11267 

10 363 
9924 
9904 

10 734 

10188 
10 613 
10 265 
11023 

11 405 
11 823 
12665 
13585 

15029 
16783 
16 744 
18942 

18 443 
18 679 
18151 
19542 

HHHK 
13227 
12472 
11 316 
11 123 

10 304 
9 899 

10179 
10 543 

10172 
10 540 
10613 
10 764 

11472 
11636 
13024 
13346 

15190 
16657 
17108 
18 543 

18 510 
18576 
18625 
19104 

HERS 
940 

1090 
1188 
1329 
1 479 

1 668 
2024 
2312 
2437 
2 232 

380 
319 
405 
375 

464 
334 
460 
410 

566 
376 
600 
482 

665 
439 
692 
516 

680 
466 
702 
569 

644 
554 
549 
485 

HHHL 
344 
370 
376 
389 

408 
397 
410 
453 

466 
491 
521 
546 

550 
577 
582 
603 

591 
600 
607 
639 

584 
608 
519 
521 

C million 

Balance of IPO 

Private 
sector 

and 
public 

corpora­
tions 

CGOD 
1 221 
1571 
3278 
4891 
3249 

5783 
4 769 
5391 
4 270 
5556 

1037 
780 

1 195 
237 

1 289 
1375 
1 812 
1307 

1510 
1122 
1499 

638 

1265 
1425 
1662 
1 039 

1698 
1200 

948 
424 

651 
776 

2055 
1 874 

CGMW 
1057 

782 
921 
489 

1 246 
1 375 
1 568 
1 594 

1 364 
1 131 
1 199 
1075 

1063 
1476 
1341 
1511 

1400 
1272 

596 
1 002 

763 
791 

1 566 
2436 

General 
govern­

ment 

HERV 
30 

-112 
-424 
-511 
-744 

-902 
-1092 

-856 
-489 
-423 

-204 
-127 
-239 
-174 

-281 
-149 
-267 
-205 

-382 
-147 
-373 
-190 

-338 
-63 

-315 
-140 

-240 
14 

-237 
-26 

·154 
-64 

· 140 
-65 

HHHM 
-164 
-169 
-209 
-202 

-218 
-204 
-218 
-262 

-280 
-259 
-294 
-259 

-224 
-200 
-205 
-227 

-152 
-99 

·141 
-97 

-94 
-118 
-110 
-101 

Total 

CGOA 
1 251 
I 460 
2854 
4 379 
2507 

4881 
3677 
4 536 
3 781 
5134 

834 
654 
955 
64 

1 008 
I 226 
1 545 
1102 

1 126 
975 

1 126 
448 

927 
1363 
1347 

899 

1 458 
1 214 

711 
398 

697 
712 

1 916 
1 809 

AI MD 
893 
613 
712 
289 

1 028 
1 171 
1 350 
1 332 

1 085 
872 
905 
815 

839 
1277 
1136 
1 284 

1248 
1 173 

455 
905 

669 
673 

1456 
2336 



A 7 Transfers 
£million 

Credits Debits Balance 

General government General government 

European Community institutions EC Institutions 
Of which: 

Agrl· Regional Negotla- Before wlthEC 
cultural Social Develop- led Bilateral VAT VAT ins titut 

Private Fund Fund mentFund refunds Other Total PriVate aid abatement abatement Other Total Total ions 1 

CGJV HCOW HDIZ HBZA CGPI 1-lHAA HDKD CGGV CGEG HHHO HHHP HHAB CGGJ CGIO CGII 
1981 1117 683 107 145 693 47 1 675 1057 584 2188 510 3282 · 1 547 ·513 
1982 1248 791 152 111 1019 81 2154 1200 496 2878 569 3943 · 1 741 ·724 
1983 1528 1 082 128 139 807 79 2235 1191 534 2994 637 4165 ·1 593 ·759 
1984 1652 1353 283 184 528 44 2392 1283 560 3213 718 4 491 · 1 730 ·821 
1985 1775 1151 256 274 61 18 1760 1 459 614 3955 ·166 784 5187 -3111 ·2029 

1986 1732 1385 335 298 120 2138 1656 656 4 513 · 1 701 903 4 371 ·2157 ·674 
1987 1670 1345 428 404 105 2 282 1 795 570 5219 · 1 153 923 5559 -3402 · 1 784 
1988 1 707 1379 277 370 89 2 11 5 2005 756 5150 · 1 595 1052 5363 · 3 546 ·1 440 
1989 1 750 1 315 406 347 75 2 143 2050 837 5599 · 1156 1 141 6 421 · 4 578 ·2300 
1990 1800 1496 227 440 30 2193 2 100 856 5850 · 1 697 1305 6314 · 4 421 ·1 960 
Not seasonally adjusted 

1985 01 440 277 101 85 61 15 539 348 290 1 137 241 1668 ·1 037 -598 
02 442 231 4 39 274 359 73 721 241 1 035 -678 ·447 
03 445 305 147 78 530 370 124 1 090 165 1 379 -774 ·560 
04 448 338 4 72 3 417 382 127 1007 · 166 137 1 105 -622 · 424 

198601 438 488 8 94 34 624 398 292 936 ·657 256 827 · 163 345 
02 435 326 184 2 29 541 409 57 1069 ·225 253 1154 · 587 -303 
03 431 339 13 140 18 510 419 113 1347 ·478 230 1212 -690 -359 
04 428 232 130 62 39 463 430 194 1 161 ·341 164 1 178 -717 ·357 

198701 419 626 86 125 36 873 433 299 1565 · 299 270 1835 -976 ·393 
02 418 332 226 56 2 616 443 66 1 312 · 287 268 1359 ·768 ·409 
03 417 294 24 119 37 474 454 104 1 307 · 284 199 1326 ·889 ·549 
04 416 93 92 104 30 319 465 101 1 035 -283 186 1039 · 769 ·433 

1988 01 423 336 51 87 7 481 489 387 1 265 ·283 339 1708 · 1 293 ·501 
0 2 426 445 121 51 4 621 497 76 1 285 ·270 313 1 404 ·854 ·394 
03 428 402 65 73 60 600 505 141 954 ·648 191 638 ·115 294 
04 430 196 40 159 18 413 514 152 1 646 ·394 209 1 613 ·1 284 -839 

198901 433 555 83 138 19 795 508 353 1 294 ·289 296 1654 -934 ·210 
02 436 336 215 98 20 669 511 80 1295 ·289 319 1 405 ·811 -337 
03 439 222 8 26 15 271 514 189 1317 · 289 278 1495 · 1 299 -757 
04 442 202 100 85 21 408 517 215 1693 · 289 248 1867 · 1 534 ·996 

199001 443 470 19 198 21 708 518 441 1512 -451 331 1833 ·1 200 ·353 
0 2 448 305 18 36 3 362 523 73 1 507 · 451 448 1 577 · 1 290 ·694 
03 452 340 34 64 1 439 527 158 1 351 ·370 242 1381 · 1 017 ·542 
04 457 381 156 142 5 684 532 184 1 480 · 425 284 1 523 -914 -371 

Seasonally adjusted 

HHAC HHAD HHAE HHAH CGEM HHHT HHAG CGHt AI ME CGIR 
198501 440 270 101 85 61 15 532 348 149 1 137 173 1459 -835 ·605 

02 442 292 4 39 335 359 155 721 193 1 069 -651 -386 
03 445 307 147 78 532 370 168 1090 230 1488 ·881 ·558 
04 448 282 4 72 3 361 382 142 1007 ·166 188 1 171 -744 -480 

198601 438 485 8 94 34 621 398 139 936 -657 176 594 67 342 
02 435 391 184 2 29 606 409 127 1069 ·225 205 1176 -544 ·238 
03 431 347 13 140 18 518 419 153 1347 -478 311 1333 -803 -351 
04 428 162 130 62 39 393 430 237 1 161 ·341 211 1268 -877 -427 

198701 419 604 86 125 36 851 433 140 1 565 -299 197 1603 -766 -415 
0 2 418 985 226 56 2 669 443 157 1312 -287 221 1403 ·759 -356 
03 417 293 24 119 37 473 454 144 1 307 ·284 251 1 418 ·982 · 550 
04 418 63 92 104 30 289 465 129 1 035 · 283 254 1 135 -895 ·463 

198801 423 336 51 87 7 481 489 199 1 265 ·283 286 1467 -1052 -501 
02 426 445 121 51 4 621 497 189 1 285 -270 240 1444 -894 ·394 
03 428 402 65 73 60 600 505 192 954 -648 234 732 ·209 294 
04 430 196 40 159 18 413 514 176 1 646 -394 292 1 720 · 1 391 ·839 

198901 433 555 83 138 19 795 508 172 1 294 ·289 251 1428 -708 -210 
02 436 336 215 98 20 669 511 189 1295 -289 243 1438 -844 ·337 
03 439 222 8 26 15 271 514 243 1 317 -289 321 1592 · 1396 -757 
04 442 202 100 85 21 408 517 233 1693 · 289 326 1963 · 1 630 -996 

1990 01 443 470 19 198 21 708 518 221 1512 · 451 276 1558 -925 -353 
02 448 305 18 36 3 362 523 184 1 507 · 451 350 1590 ·1 303 -694 
03 452 340 34 64 1 439 527 217 1 351 ·370 278 1476 ·1 11 2 ·542 
0 4 457 381 156 142 5 684 532 234 1 480 -425 401 1690 · 1 081 -371 

1 This series does not have the same coverage as that shown In Table 20.1 ot contribution to the Community Budget expenditure on overseas ald (which Is at· 
The Government's Expenditure Plans 1990-1991 to 1992· 1993 (Cm 1018). tributed to the aid programme) and Includes the services crodits shown in Tablo 
The main differences are that the latter excludes the United Kingdom's AS. 



A 8 Summary of transactions In UK external assets and liabilities 1 

£million, not seasonally adjusted 

Transactions in external assets Transactions in external liabilities 

Deposits Overseas investmenl 
UK investment and In the United Borrowing 

overseas lending Kingdom from 
overseas overseas 

by UK by UK 
rosidonts residents Other 

Lending other Othor Borrowing other external 
etCtO than external etc from than liabll-

overseas banks and assets of overseas banks and itiesof 
residents general central residents general general Net 

by UK govern- Official govern- by UK govern- govern- trans-
Direct Portfolio banks2 ment3 reserves m em Total Direct Portfolio banks2 ment=l ment Total actions 

HHBV CGOS HEYN HETJ A IPA HEW HEPZ HHBU HEYR HEYS HTEV HEUR HEOW HEOU 
1981 -6005 -4 467 -39919 -2890 2 419 93 -50 769 2932 257 39260 1089 -206 43334 -7 436 
1982 -4091 -7565 -20 540 -472 1 421 -161 -31 407 3027 -11 24 325 1070 409 28820 -2 589 
1983 -5 417 -7193 -18 394 702 607 -478 -30172 3386 1701 21 137 -18 -584 25622 -4 551 
1984 -6 033 -9869 -14372 -1932 908 -743 -32041 -181 1 288 24 797 -1 745 -40 24119 -7923 
1985 -8456 -19 426 -21835 -712 -1 758 -730 -52919 3 865 9 527 29 461 3 412 24 46 290 -6 629 

1986 -11760 -23 072 -53840 -794 -2 691 -609 -92 888 4 987 12 234 64 155 4 332 178 85 886 -7 001 
1987 -19198 3323 -so 548 -4645 -12 012 -796 -83 877 8478 20801 53967 3 436 1 572 88 256 4 380 
1988 -20 861 -9 899 -19324 ·1 889 -2 761 -891 -55 625 10 235 14 394 33 542 4531 920 63620 7 996 
1989 -21556 -36105 -27 004 -8 487 5 439 -942 -BB 653 17 544 10937 42 792 20 235 1612 93319 4 665 
1990 -9 475 ·15049 ·37092 ·7 043 -71 -1 227 -69 957 17984 5324 45337 10258 481 79386 9 429 

198101 -1535 -1 447 -11 199 ·697 -319 85 -15112 377 -6 9905 484 39 10800 -4 313 
02 -1 328 -1080 -6737 -808 1 448 -30 -8535 1181 -160 5 444 -523 90 6032 -2503 
03 -1 345 -810 ·12182 -709 1 167 30 ·13849 662 51 11932 476 10 13132 -717 
04 -1 797 ·1 130 -9801 ·676 123 8 ·13273 712 372 11979 652 ·345 13370 97 

198201 ·1161 -1962 -9827 1379 1 1 · 42 · 11 602 1 355 -235 11306 ·956 ·144 11 324 ·278 
02 ·840 -1 631 1700 49 699 ·15 -37 875 ·138 · 27 406 100 1 216 1178 
03 -1031 · 1 771 -14 920 ·358 -288 ·48 -18416 529 -389 15666 223 389 16 418 ·1 999 
04 -1 059 -2 201 2 507 ·1 542 999 -56 · 1 352 268 751 ·2620 1399 64 -138 · 1 490 

198301 -1958 -2 051 -7279 117 652 -203 -10722 636 297 7 830 86 -395 8 454 ·2269 
02 ·462 -2 011 2085 410 · 142 ·74 · 193 1 352 994 ·1 393 -609 32 376 183 
03 ·1 568 ·1 330 ·8 315 -132 ·33 ·89 ·11 468 1 191 346 10137 81 109 11864 396 
04 -1 429 ·1 801 -4 885 307 130 -112 -7789 207 64 4 563 424 -330 4 928 ·2861 

198401 -1 673 -3799 -9136 710 n ·262 ·14 082 1292 285 11 521 -348 145 12 895 ·1 187 
02 ·636 ·152 -7 499 · 1333 857 · 151 -8 914 ·2940 -522 11032 ·866 150 6855 ·2060 
03 ·1854 ·2780 5013 · 1 119 279 ·135 ·597 1 497 349 ·2568 ·80 235 ·568 · 1 165 
04 ·1 870 ·3138 ·2 750 ·190 -305 · 195 ·8 448 ·30 1 176 4 812 -451 -570 4937 ·3511 

198501 -3353 ·6501 -6236 ·1 005 90 -214 -17 219 2 212 1685 9 420 125 143 13586 -3 633 
02 · 1 666 -4880 658 -96 -607 ·186 -6778 382 3316 390 2194 11 6293 ·486 
03 ·1 982 -3 705 ·10 763 556 ·49 ·76 ·16019 613 1 071 8 744 ·41 1 19 10036 -5 982 
04 ·1 455 ·4 340 ·5 494 ·167 ·1 192 -254 · 12903 658 3 455 10 907 1 504 -149 16 375 3 472 

198601 -828 ·6542 -8 857 949 -580 63 -15 796 1 303 1 898 11607 ·1 064 134 13878 ·1 918 
02 ·1 741 ·6434 ·6060 ·655 -296 -153 · 15 339 977 2580 7 597 1 207 130 i2 471 ·2 887 
03 -3766 -7271 -28 758 ·1 293 · 2 321 ·160 -43 570 1505 3 858 33762 4063 111 43 298 ·272 
04 -5445 -2825 · 10 165 205 306 ·259 · 18 183 1 202 3 918 11 189 126 -197 16 239 ·1 944 

198701 -2607 -4 266 ·7424 ·1 606 ·1 523 ·213 ·17 639 1695 5053 11 352 1 026 -5 19121 1 483 
02 ·5 763 ·208 · 15139 ·533 ·4 469 ·159 ·26 271 451 4555 20662 684 764 27117 846 
03 -7605 502 ·16 997 · 1 771 -269 ·167 ·26308 2 487 8102 13354 1 194 26 25164 ·1 144 
04 -3223 7295 -10 988 -735 -5 751 -257 ·13 659 3845 3091 8599 532 787 16854 3195 

198801 ·4902 ·1 579 1 217 912 ·653 -208 -5213 4 431 2701 1329 1020 -427 9053 3840 
02 -5603 ·3737 -8 744 · 1 088 · 631 · 200 ·20003 1 236 3019 13786 1697 176 19914 ·89 
03 -3941 -933 ·16 741 -258 -995 -215 -23 003 1541 6 754 17 021 1103 -116 26303 3220 
04 -6415 -3650 4 944 ·1 455 -482 -268 ·7 326 3027 1 920 1 406 711 1287 8350 1 025 

198901 ·6 887 ·6 765 ·15134 -766 502 ·193 ·29 243 4 746 -832 22778 5163 213 32068 2824 
02 -5 835 ·9 005 1 265 ·4 334 2 134 ·290 ·16 065 5 366 4 148 ·2283 7 838 60 15128 ·936 
03 ·4 288 ·8589 ·7 971 744 357 ·206 · 19 952 2380 5324 17 430 4 082 580 29796 9 844 
04 -4 546 -11 746 · 5164 ·4 131 2 446 ·253 -23 393 5 052 2 297 4 867 3152 959 16 327 ·7 067 

199001 ·2481 ·2386 ·8 516 · 1 530 129 -142 · 14 926 7 038 587 11517 5522 -298 24 366 9440 
02 ·106 ·708 -371 ·1 478 -76 ·455 -3194 3 592 1072 -2438 1 208 1053 4 488 1 294 
03 -2842 622 -22 780 -5963 -432 ·175 ·31 570 5614 2 416 18 271 5440 1438 33179 1609 
04 ·4 046 ·12 577 · 5 425 1928 308 -455 ·20 267 1 740 1 249 17987 · 1 912 ·1 712 17353 ·2914 

1 UK assets: increase-/decrease+. UK liabilities: increase+ldecrease-. 
2 Prior to 1979 foreign currency lending abroad (other than certain export 

credit extended) is recorded on a net basis under liabilities. Prior to 1982 In· 
eludes transactions by "other financial Institutions·. which are subsequently 
Included In transactions by UK residents other than banks and general 
government. 

3 Only partial coverage for the most rocent quarter- see Table A 12. 



A g Direct Investment 

C million, not seasonally adjustod 

lnvestm&nt overseas by UK residents Investment in UK by overseas residents 
(Transactions In assets) (Transactions In liabilities) 

All companies and 
miscellaneous In non-oil companies In oil companies 

Unremined Total direct Unromlttod Unremlttod Mlscell- Total direct 
profits Other Investment profits Other profits Other aneous Investment 

HHDR HHDS HHBV CGLU CGLM HERX HEYZ CGLO HHBU 
1985 ·4 848 ·3 608 ·8456 1 661 -92 2079 127 90 3865 
1986 ·4 552 -7 228 ·11 780 732 2133 501 1 429 192 4987 
1987 -7331 ·11 867 -19 198 2116 4 280 1 171 448 463 8 478 
1988 -8223 ·12638 -20861 1363 5 734 843 1 849 446 10235 
1989 ·9082 ·12 474 -21 556 1914 12430 1657 374 1 169 17 544 

1990 -10 122 647 -9475 2 454 11428 2093 890 1 119 17 984 

198701 -2001 ·606 -2607 509 268 814 -99 203 1695 
02 -1 805 -3958 ·5763 765 337 55 ·755 49 451 
03 ·1 856 -5749 ·7 605 748 1 400 95 192 52 2487 
04 ·1 669 · 1 554 ·3223 94 2 275 207 1110 159 3845 

198801 ·1 857 ·3045 -4 902 528 584 320 2 926 73 4 431 
02 ·1 576 ·4 027 ·5603 238 1321 48 ·405 34 1 236 
03 -2372 ·1 569 ·3941 1071 556 307 -473 80 1 541 
04 -2418 ·3997 ·6 415 ·474 3273 168 ·199 259 3027 

198901 ·1 669 -5218 -6887 1007 2516 541 575 107 4 746 
02 -2 332 -3503 -5835 1068 3170 559 209 360 5366 
03 -2 446 · 1 842 ·4288 835 1 627 404 -775 289 2380 
04 -2635 ·1911 -4546 ·996 5117 153 365 413 5052 

199001 ·2713 232 ·2481 1 051 3995 534 1189 269 7038 
02 -1 918 1812 -106 803 2763 430 ·504 100 3 592 
03 -3430 588 ·2842 589 3 225 1001 299 500 5614 
04 -2061 ·1 965 ·4 046 11 1 445 126 ·94 250 1 740 

A1 0 Portfolio investment 

C million, not seasonally adjusted 

Investment overseas by UK res1dents Investment In UK securites by overseas residents 
(Transactions In assets) (Transactions in liabilities) 

British government UK companies' 
stocks British securities 

Other Overseas 
government 

foreign Local Public 
financial Total mofletary Other currency author- corpor- Total 

institu- portfolio author- overseas notes and lties' ations' Ordinary portfolio 
UK banks tions1 Other Investment itles residents bonds securities securities Bonds etc shares Investment 

HHAL HHAM HHAN CGOS AING CGLV HEZP HHIG HEZX HGDY HGDZ HEYR 
1985 · 10 120 -7224 ·2082 · 19 426 1 482 1438 294 -3 -10 3 678 2649 9527 
1986 -7563 ·14 370 · 1 139 -23072 278 1 904 1153 ·1 ·4 3246 5659 12234 
1987 294 7549 -4 521 3323 1322 3027 -556 ·1 ·113 3 755 13367 20801 
1988 -1 163 ·5708 -3028 -9899 SOS 335 569 -56 7744 5297 14394 
1989 ·5885 -21406 -8 814 -36105 -683 · 1 214 -50 -409 9100 4 193 10937 

1990 ·6360 ·1653 -7036 ·15049 -300 ·4 153 19 -7 7000 2765 5324 

196701 116 ·2103 ·2 279 -4 266 30 624 -170 ·1 -76 500 4 146 5053 
02 73 644 ·925 -208 583 542 -25 4 1300 2 151 4 555 
03 -112 1910 · 1 296 502 , 302 1063 ·208 -40 600 5185 8102 
04 217 7 098 -21 7 295 -593 798 -153 · 1 1155 1 685 3091 

198801 ·209 ·311 -1 059 · 1 579 398 96 -25 4 1 444 784 2701 
02 ·1106 -2363 · 268 -3 737 62 458 175 -9 2 200 133 3019 
03 541 -580 -894 -933 -83 26 285 -8 2900 3 634 6 754 
04 -389 -2454 -807 ·3650 128 ·245 134 -43 1 200 746 1 920 

198901 ·1 213 -3832 -1720 -6765 -481 123 88 -245 1500 ·1 817 ·832 
02 · 1 152 -5 941 · 1 912 ·9005 -282 -758 -50 ·26 800 4 464 4 148 
03 · 1 052 ·6 265 · 1 272 ·8589 67 550 -308 23 4800 192 5324 
04 -2468 -5368 -3910 · 1 1 746 13 · 1 129 220 ·161 2000 1354 2 297 

199001 ·2424 1585 ·1 547 ·2388 14 -1 559 ·61 11 1500 682 587 
02 706 -945 · 469 -708 -494 -360 78 ·24 1 500 372 1072 
03 ·211 2307 ·1 474 622 436 ·959 1 6 2 300 632 2 416 
04 ·4 431 -4600 -3 546 · 12 577 -256 -1 275 1 1 700 1 079 1 249 

1 Includes securities dealers from 1964. 



A1 1 Transactions of UK banks (excluding direct and portfolio Investment} 

£million, not seasonally adjusted 

Transactions In external assets Transactions In externalliabliitles Net transactions 

Forolgn currency lending Borrowing and deposit liabilities 
abroad Sterling lending abroad abroad 

Sterling 

ldend· Overseas 
lied ldend· author· 

long-term llod ities' 
export export Foreign exchange Foreign 
credit Other Total credit Other Total Total currency reserves Other Total Total currency Sterling Total 

HEZY HGCD HEZZ HHIL HCAE HCAD HEYN HCAF HCHE CGDI HEPD HEYS HCAG HCAH HCAI 
1985 505 ·20 705 ·20 200 90 ·1 725 ·1 635 ·21 835 25306 150 4005 4 155 29 461 5106 2 520 7626 
1986 699 ·48584 ·47 885 · 116 -5839 -5955 -53 840 58550 ·283 5888 5605 64155 10665 -350 10315 
1987 657 ·46567 -45910 518 · 5156 -4638 ·50 548 45430 1681 6856 8537 53967 ·480 3899 3 419 
1988 280 ·15034 ·14 754 247 ·4817 · 4570 · 19324 19998 2132 11412 13544 33542 5244 8974 14 218 
1989 271 ·24 388 ·24 117 217 ·3104 ·2 887 -27004 32510 274 10008 10 282 42792 8393 7395 15 788 

1990 25 ·33382 ·33357 382 ·4 117 ·3 735 -37 092 33213 1 754 10370 12124 45 337 ·144 8389 8 245 

198701 286 ·6448 -6 162 97 ·1 3.59 ·1 262 ·7 424 8904 434 2014 2 448 11352 2742 1186 H28 
0 2 98 ·15 261 ·15 163 11 8 · 94 24 ·15 139 19 322 ·417 1 757 1 340 20662 4 15g 1 384 5523 
Q3 190 ·14 559 · 14 369 158 · 2786 ·2628 ·16 997 10 505 343 2506 2 849 13 354 ·3 864 221 -3643 
04 83 ·10299 ·10 216 145 ·917 ·772 ·10 988 6699 1321 579 1900 8599 ·3 517 1 128 -2389 

1988 0 1 125 3420 3545 75 ·2403 -2328 1 217 ·1 993 545 2777 3322 1329 1552 994 2546 
02 63 ·4303 ·4 240 45 ·4 549 ·4 504 ·8 744 4988 831 7967 8798 13 786 748 4 294 5042 
Q3 64 ·15637 ·15 573 72 · 1 240 ·1168 ·16 741 14584 -27 2 454 2437 17 021 .gag 1269 280 
04 28 1 486 1 514 55 3375 3430 4 944 2 419 783 ·1 796 · 1 013 1 406 3933 2 417 6350 

198901 3 · 16350 · 16 347 ·155 1368 1 213 ·15 134 19 296 1 359 2 123 3 482 22778 2 949 4 695 7 644 
02 64 4 349 4 413 127 -3275 -3148 1 265 ·5451 ·824 3992 3 168 ·2 283 ·1 038 20 ·1 018 
0 3 101 · 8347 ·8 246 105 170 275 -7 971 13308 452 3 670 4122 17 430 5062 4 397 9459 
04 103 · 4 040 ·3937 140 ·1 367 ·1 227 -5164 5357 ·713 223 -490 4 867 1 420 ·1 717 -297 

199001 91 ·7498 -7 407 182 ·1 291 ·1 109 ·8 516 6525 268 4 724 4 992 11 517 ·882 3883 3001 
02 31 1403 1434 42 · 1847 ·1 805 ·371 ·3711 1094 179 1273 ·2438 ·2277 ·532 -2809 
03 7 ·22382 · 22375 35 ·440 ·405 ·22780 16992 ·289 1568 1279 18 271 ·5383 874 ·4 509 
04 ·104 -4905 ·5009 123 ·539 ·416 ·5 425 13 407 681 3899 4580 17987 8398 4164 12562 

A1 2 Transactions of UK residents other than banks and general government 
(excluding direct and portfolio Investment} 

£ million, not seasonally adjusted 

Transactions In external assets Transactions In external liabilities Net transactions 

With banks With banks Public UK non-bank 
abroad1 Other liotal abroad1 Other Total coreoratlons private sector Total 

HESZ HETE HETJ HETN HETO HTEV HETW HETY HETZ 
1985 ·1 240 528 ·712 2682 729 3412 295 2404 2699 
1986 ·2724 1930 ·794 3787 546 4332 · 121 3658 3537 
1987 ·5194 549 ·4 645 1 944 1 491 3436 · 138 · 1 069 · 1 210 
1988 ·2766 877 ·1 889 3069 1 462 4 531 ·272 2914 2642 
1989 · 10 442 1 955 ·8 487 6807 13429 20235 ·1 134 12884 11 749 

1990 ·3815 ·3 228 -7 043 8 462 1798 10258 · 148 3365 3 215 

1987 01 ·2 226 620 ·1 606 288 738 1 026 92 ·671 ·580 
0 2 -831 298 ·.533 907 ·223 684 · 105 257 151 
03 · 1690 ·81 ·1771 472 721 1194 ·20 ·557 -578 
04 ·447 -288 ·735 277 255 532 · 105 -98 -203 

198801 1 256 ·344 912 662 358 1020 ·17 1949 1 932 
02 ·1 377 289 ·1 088 1 128 569 1697 · 137 746 609 
0 3 ·972 714 ·258 652 452 1103 -55 900 845 
04 ·1 673 218 ·1 455 627 83 711 ·63 ·681 ·744 

198901 ·1 283 517 ·766 857 4306 5 163 ·179 4 576 4 397 
0 2 ·3 520 ·814 ·4 334 2626 5212 7838 ·406 3910 3 504 
03 ·245 989 744 1 196 2 886 4 082 ·316 5143 4826 
04 ·5394 1263 ·4 131 2128 1 025 3152 ·233 ·745 ·978 

199001 ·422 · 1 108 · 1530 2690 2833 5 522 ·20 4 013 3992 
02 ·376 ·1102 ·1478 914 294 1208 ·17 ·253 ·270 
03 ·5 057 ·906 ·5963 2213 3227 5 440 · 106 ·417 ·523 
04 2040 ·112 1928 2 645 ·4 556 ·1 912 ·5 22 16 

1 The figure lor the most recent quarter Is basod on less Information than ear· 2 Includes securities dealers' transactions with non-banks abroad from the 
lier quarters, for which, In particular, •cross border• data of overseas banks 
are also available via the IMF. 

second quarter or 1989. 



A 1 3 Transactions of general government (excluding portfolio liabilities) 

£million, not seasonally adjusted 

Transactions in external assets Transactions in external liabilities 

Borrowing from 
bank.s etc overseas 

Inter- Inter- by Treasury bills 
govern- govern- Non-

ment ment HM Local interest Net 
OHiclal loans by Export loans to Govern- author· bearing transact 

reserves UK credit Other Total IMF UK ment lties1 Sterling ECUs notes Other Total Ions 

A IPA HEUC HEPF HHIC HEUI A ION HEUL HCJN HEUO AARB HHNW HCHO HHIB HEUR HCCG 
1985 -1 758 52 ·573 ·209 ·2 488 ·86 85 ·13 28 11 24 ·2 464 
1986 -2 891 69 -352 -227 ·3 401 -86 99 207 -248 207 178 -3223 
1987 · 12 012 84 ·671 ·210 ·12 808 ·69 102 1104 273 162 1 572 ·11236 
1988 ·2761 66 ·702 ·255 ·3 652 -73 ·10 25 753 -70 295 920 ·2733 
1989 5439 47 ·604 ·384 4 497 ·83 ·65 888 780 205 87 1 812 6308 

1990 -71 51 ·864 ·414 · 1 298 -71 ·396 ·65 251 433 ·194 523 481 -817 

198701 -1 523 21 · 149 -85 ·1 736 7 -1 1 131 ·132 -5 -1741 
02 -4 469 22 ·164 ·17 ·4 628 ·1 96 375 179 115 764 -3864 
03 -269 24 ·144 ·47 -436 ·6 40 ·39 31 26 ·410 
04 -5 751 17 ·214 ·61 ·6008 · 68 5 700 2 148 787 ·5221 

198801 -653 23 -148 -83 -861 22 -335 -29 -85 -427 -1 289 
02 ·631 16 ·156 ·60 -831 ·12 179 53 ·44 176 ·655 
03 ·995 15 -169 ·61 ·1 210 ·6 ·119 -10 19 · 116 ·1 326 
04 ·482 12 ·229 -51 ·750 ·73 ·14 300 753 ·84 405 1 287 537 

198901 502 17 -98 ·113 309 ·6 · 161 553 130 -303 213 521 
02 2134 6 -227 -68 1844 -15 231 ·110 ·46 60 1904 
03 357 11 -105 -112 151 -12 451 -237 -43 421 580 731 
04 2 446 13 ·174 -91 2193 ·83 ·32 367 574 164 · 31 959 3152 

199001 129 13 -94 -60 ·13 ·129 ·21 -356 182 ·54 80 -298 -311 
02 ·76 14 -335 -1 34 -531 ·249 ·16 1 183 136 ·46 45 1 053 522 
03 -432 10 · 11 6 ·69 -607 -11 -8 1 142 262 -53 106 1438 831 
04 308 14 ·319 ·151 ·147 -71 · 7 ·20 ·1 718 ·147 -41 292 · 1 712 · 1 859 

1 Including Northern Ireland central government. 



The Budget: 19 March 1991 
The following are the proposed changes in taxation and national insurance as set out in the Financial Statement and 
Budget Repon 1991-92 (HMSO March 1991) (Price £9.25) 

lncome tax 

The personal allowance will be increased in line with the statutory 
indexation provisions (based on the increase of 9.3 per cent in the 
RPI in t.he year to December 1990). So will the higher rates of 
the personal allowances and the married couple's allowances for 
those aged 65 and over. Other allowances will remain at their 
present levels. The allowances for 1991-92 will be: 

- personal allowance £3,295 (up £290); 

- married couple's allowance, additional personal 
allowance and widow's bereavement allowance £1,720 
(no change); 

- for those aged 65 to 74: personal allowance £4,020 (up 
£350) and married couple's allowance £2,355 (up 
£210); 

- for those aged 75 and over: personal allowance £4,180 
(up £360) and married couple's allowance £2,395 (up 
£210); 

- the income limit for age-related allowances £13,500 (up 
£1,200); 

The basic rdte limit will be increased from £20;X>O to £23,700 
of taxable income, £1,000 more than under statutory indexation. 

Mortgage interest relief 
Thx relief on mortgage interest will be limited to the basic rate 
of income tax from 6 April 1991. 

Benefits-in-kind 
Car benefit scale charges will be increased by 20 per cent from 
6 April 1991. 

A standard benefit-in-kind charge for mobile telephones, 
including those fitted in cars, will be introduced from 6 April 1991. 

The arrangements for setting the " official mte" of interest, which 
is used to measure the taxable benefit of cheap loans provided by 
employers, will be revised to bring it more into line with typical 
mortgage mtes. 

Training 
Income taJt relief for fees paid by trainees for qualifying vocational 
training courses will be introduced from 6 April 1992. 

Employee participation 
The rate of relief for profit-related pay under a registered scheme 
will be doubled so that all of it will be tax free, subject to the 
existing limits. 

An incentive will be introduced for employers to set up all· 
employee share schemes and tax reliefs associated with approved 
employee share schemes will be extended. 

Savings 
The PEP scheme will be extended to allow investment of up to 
£3,000 a year in a single company Personal Equity Plan, over and 
above the present limit of £6,000 in an ordinary PEP. lt will be 
possible to transfer shares in an all-employee scltleme to a single 
company PEP without incurring capital gains tax. The range of 
eligible investments in a PEP will be extended to include equities 
quoted in other EC states. 

The premium limit on all w -exempt policies issued by friendly 
societies will be raised from £150 to £200 a year and restrictions 
on policies for children will be lifted. 

Charitable giving 
The upper limil~ for tax relief for single donations from companie.~ 

or individuals will be abolished from 19 March 1991. 

Foreign earnings 
The foreign earnings deduction will be extended to enable those 
forced to break off employment in Iraq or Kuwait because of the 
Gulf crisis to qualify for relief. 

The period seatarers can spend at home while still qualifying 
for the foreign earnings deduction on overseas earnings will be 
doubled. 

Business taxation 
The main rate of corporation tax for 1990-91 will be reduced from 
35 per cent to 34 per cent; and for 1991-92 to 33 per cent. 

Companies will be allowed to carry back trading losses for three 
years, inste!ld of one year. 

The profits limit for the small companies· corporation tax rote 
of 25 per cent will be raised from £200,000 to £250,000 for 1991·92 
and the limit for marginal relief will be raised from £1 million 
to £1.25 million. 

Unincorporated traders will be allowed to set trading losses 
against capital gains from 6 April 1991. 

Employers whose average monthly PAYE/NIC bill is less than 
£400 will be allowed to pay PAYE/NIC quarterly rather than 
monthly. 

The turnover limit below which only a simple three-line 
statement of account is required for business or rental income wilJ 
be raised for accounts received after 6 April 1992. 

Building societies 
Legislation wilJ be introduced to establish that interest and 
dividends paid by certain building societies in transitional periods 
on the change to the present system of accounting for composite 
rote tax in 1986 may be charged to tax at rates in force for 1985-86. 

Capital gains tax 

The capital gains talt annual exempt amount tor 1991-92 will be 
increased in line with the statutory indexation provisions from 
£5,000 to £5,500 in the case of individuals and from £2,500 to 
£2,750 in the case of most trusts. 

The qualifying age for capital gains tax retirement relief will 
be reduced from 60 to 55; and the relief will be available for 100 
per cent of the first £150,000 (up £25,000) of real gain, and on 
50 per cent of the neltt £450,000 (up £75,000). 

The period after moving out during which a home can be sold 
without the owner's private residence relief for capital gains tax 
being affected will be extended from two to three years. The 
maximum exemption &V'dilable when a taxpayer lets part of his or 
her home will be increased from £20,000 to £40,000. 



Trusts 
Measures will be introduced to counter avoidance of capital gains 
tax through non-resident trusts. 

Inheritance tax 
The threshold for inheritance tax will be increased in line with 
the statutory indexation provisions from £128,000 to £140,000 from 
6 Apri l 1991. 

Stamp duties 
The abolition of the duties on securities, announced in the last 
Budget, is now assumed to take place from I Apri l 1992, rather 
than 1 January 1992 as assumed in the Financial Statement and 
Budget Report 1990-91. Stamp dut ies on tmnsfers of property other 
than land and buildings will be abolished from the same day as 
the duties on securities. Stamp duty on Northern I re land bank notes 
will be abol ished from I January 1992. 

Value added tax 
The standard rate of value added tax (VAT) will be raised from 
15 per cent to 17 ~ per cent from I April 1991. 

The turnover limit for VAT registration will be raised from 
£25,400 to £35,000 from 20 March 1991. 

The waiting period for relief on written-off bad debts will be 
reduced from two years to one year from I April 1991. 

The rate of serious misdeclaration penalty wil l be temporarily 
reduced from 30 to 20 per cent from 20 March 1991 pending the 
outcome of a review of the penalty. Administrative changes will 
be made so that the penalty operates more fairly. 

From I April 1991, VAT relief for charities will be extended 
to television, radio and cinema advertising; the sale of donated 
goods by all charities; one-off fund-raising events by charities' 
trading subsidiaries; donated medical and scientific equipment used 
in veterinary research; and certain donated equipment directly used 
in veterinary research. 

Excise duties 
The rate of pool betting duty will be reduced from 40 per cent 
to Tl ~ per cent, for a period of four years, provided that the pools 
promoters pass the full amount saved to a new foundation to be 
used for the benefit of sports and the arts together with a further 
contribution of twice that amount which they will collect. The cut 
will be conditional upon satisfuctory arrangements being made, 
including the terms and conditions for a trust. 

The duty on beer, wines and spirits will rise by 9.3 per cent, 
in line with the increase in the RP! in the year to December 1990. 
As already announced, the duty on beer wi ll be levied on the 
finished product, instead of the "worts", from a date to be 
announced. 

The duty on cigarettes, cigars, hand-rolling tobacco and pipe 
tobacco will rise by l5 per cent. 

The duty on leaded petrol, unleaded petrol and derv wi ll rise 
by l5 per cent. 

Vehicle excise duties 
Duty on cars, buses, light vans, lorries and most other vehicles 
will remain unchanged. Consequently, the overall increase in 
motoring duties (fuel duties and vehicle excise duties) will be 11.4 
per cent. 

Benefits-in-kind 
Employers will pay contributions on the benefit of cars provided 
for the private use of employees from 1991-92, based on the scale 
charges set for income tax. Employees will be exempted from 
contributions. 

Employers' current liability to contributions on free fuel available 
for employees' private use in company cars will be assessed from 
1991-92 using the scale charges set for income tax. Employees will 
be exempted from contributions. Changes to national insurance 
contributions will be included in a separate Bill to be presented 
to Parliament. 

Community charge 
The community charge throughout Great Britain will be reduced 
by £140 in 1991-92. The details are set out below. 

Community charge reduction 
The Government's review of local government has concluded that 
the level of the community charge is unsustainably high, and that 
the immediate priority is to reduce it. It is therefore proposed to 
reduce the charge substantial ly from 1991-92. 

The headline community charge for 1991-92 will be reduced 
throughout Great Britain by £140. The average headline charge will 
fall from £385 to £245 and the average amount actually paid. after 
talcing account of rebates and reliefs, to below £175. Domestic r<ltes 
in Northern Ireland will also be reduced. The yield of the 
community charge and Northern Ireland rates, net of reliefs and 
rebates, will be reduced by some £4.3 billion in 1991-92 and £4.5 
billion in 1992-93, as set out in Table 4.1. 

The Government proposes to take powers to pay extra grant to 
local authorities, and to ensure that this is fully reflected in reduced 
community charges. This will raise the public expenditure planning 
total , but there will be an offsetting reduction in local authority 
self-financed expenditure so that total general government 
expenditure will be unaffected. The public expendi ture 
consequences urc explained in detail in Chapter 5. 

The reduction in the community charge will be financed by an 
increase in central government taxation. The main source of 
additional revenue proposed in the Budget is an increase in the 
standard rate of VAT from l5 per cent to 17 ~ per cent from I April. 



Direct effects of Budget measures 

INLAND REVEN1JE 
Jrw:ome tax 

I Increase in personal allowance of £290 
2 No change in married couple's allowance (for those aged under 65). 

additional personal allowance and widow's bereavement allowance 
3 lncrea~s for th~ aged 6S to 74 of OSO in personal allowance and 

£210 In married couple's allowance 
4 Increases for those aged 75 and over of .£360 In personal allowance and 

£210 in married couple's allowance 
S Increase In Income limh for agc-rclnted·allowanccs of £1200 
6 Increase in basic nue limit of £3000 
7 Restriction of mortgage Interest relief to basic rate 
8 Mortgage interest relief: carovuns 
9 Benefits-in·klnd: Increase in cor scales of 20 per cent 

10 Benefits-in-kind: standard charge for mobile telephones 
11 Benefits-In-kind: revl~ arrangements for beneficial loans 
12 Relief for vocational training fees 
13 Full relief for profit-related pay 
14 Linkage between approved discretionary and all-.:.mployce share schemes 
IS lncrea~ In approved all-employee share scheme limits 
16 Foreign earnings deduction: extension for employees in Kuwait or Iraq 
17 Foreign earnings deduction: extension for seafarers 
18 Quarterly payments for small employers (PAYE) 
19 Increase in turnover limit for simplified accounts 
20 Building societies: I 986 transitional provisions 
21 Abolition of CRT: penallies for false registration for gross payment 
Income tu and ~orporation tu 
22 Life assurance companies 
23 Friendly societies 
24 Abolition of upper I imil on relief for single donations to charities 
25 Relief for gills of equipment to educational establishments 
26 Capital allowances for VAT adjustments on capital goods 
27 Capital allowances for toll roods 
28 Investment managers: changes to rules 
29 Options: relaution of onti-bondwoshing rules 
30 Interest on new issues of securities 
31 Stock lending and manufactured dividends 
Income tax and capiiJII gains tax 
32 Improvements to Personal Equity Plans 
33 Set off of tn1dlng losses ogninst copital gains 
Income tax, corporation tax and capital gal.ns tax 
34 Building societies' permanent interest bearing shares 
Corporation lax 
35 Reduction In main rate for 1990-91 to 34 per cent 
36 Reduction in main rate for 1991-92 to 33 per cent 
37 Extension of carry back for trading losses 
38 Increase in profits limits for small companies· rate and marginal relief 
39 Extension of definition of normal commercial loan 
40 Increase in limits for provident benefits paid by trade unions 
41 Relief for co~ts of introducing employee share schemes 
Capital gains tax 
42 Indexation of the annual exempt amount 
43 Improvement of retirement relief 
44 Extension of private residence relief 
Capital gains tax and corporation tax 
45 Non-resident trusts: anti-avoidance measures 
46 Rebasing of capital gains: technical issues 
47 Convertible bonds: changes to exempt status rules 
48 Business start-up scheme shares 
49 Unreminable gains: technical changes 
011 taxal.lon 
SO Oil field obandonment 
SI Proceedings for PRT pcru~lties 
Inheritance tax 
52 Indexation of threshold 
Stamp duties 
53 Postponement of abolition of duties on securities 
54 Abolition of minor duties 
TOTAL INLAND R£VENllJ<: 

* = N~gligibl~ 

.C million 

Estimated effect on receipts in: 
1991-92 1992·93 

Changes from a Changes from Changes from 
non-indexed an indexed an indexed 
base base base 

- 1420 

+360 +490 

140 

-60 
- 15 

- 470 - 140 - 240 
+ 220 + 220 + 420 

+ 190 + 190 + 250 
+ 10 + 10 + 65 
- s - 5 - 10 

- IS 
- 35 - 35 - 60 

-15 

-S -S 
- 10 - 10 -10 

- 120 - 120 

+250 +2SO 

+ 20 

* 

- 10 
- 35 

-380 - 380 -480 
- 350 
-250 

- 20 

- 45 

+ 10 

• 

• 
• 

- 45 

+ 165 + 165 +60 
- IS 

- 1870 +500 -240 

- • Nil 



Direct effects of Budget measures (continued) 

CUSTOM AND EXCISE 

Value added tax 

SS Increase in standard rate to 17\lz per cent 

56 Increase in registration limit 

57 Revised bad debt relief provi~ions 

58 Revi~lon of VAT penalty regime 

59 Minor business measures 

60 Reliefs for charities 
61 Extension of group treatment 

62 Road f11el for business journeys 
63 Statutory provision for u -gmtio payments 

Car tax 

64 Relief for cars where lessor is a charity 

65 Relief for cars used for research 

Excise dutla 

66 Increase in duty on cigarettes, cigars. hand-rolling tobacco and pipe tobaccu of IS per cent 

67 Increase in duty on leaded petrol of IS per cent 

68 Increase in duty on unleaded petrol of IS per cent 
69 Increase in duty on derv of 15 per cent 

70 Increase in duty o n rebated oils of 9 .3 per cent 
71 Increase In duty on beer of 9.3 per cent 

72 Increase In duty on wine and made wine of 9.3 per cent 
73 Increase in duty on spirits of 9.3 per cent 
74 Increase in duty on cider and perry of 9.3 per cent 

75 Reduction in rate of pool betting duty to 37 'h per cent 

76 Restructuring of gaming licence duty 

n Introduction of registered exisc dealers and ~hippers 
TOTAL CUSTOMS AND EXCISE 

Vdlklt excise duty 

78 No change in rates for cars. buses. lorries and other vehicles 

79 lncrcasc in rates for motorcycles 

80 Single Increased rate for tricycles 
81 Increase in rates for special machines and recovery vehicles 

TOTAL VED 

National Insurance contributions 
82 Employers' contributions on private bene lit of company cars 

83 Employcr11' contributions on free fuel for priva1e use 

84 Quarterly paymems for small employers 

TO'fAL NATIONAL INSURANCE CONTRIBUTIONS 

TOTAL CENTRAL GOVERNMENT TAXATION AND NATIONAL rNSURANCE 

Community ch&rfte 

85 Charge reduced by £140 In 1991-92 
TOTAL GENERAL GOVERNMENT RECEIPTS 

• • Ntgligiblt - • Nil 

£million 

Eslimaled effect on receiptS in: 
1991-92 

Changes from a 
non-indexed 
base 

+3900 

- 2S 

- 190 

- 30 

- s 

- 5 

+ 735 

+ 665 
+ 470 

+ 290 

+ 15 

+ 145 

+ss 
+ 105 

+ 5 
- 15 

+ 10 

+ 6125 

+.5 

• 
+ s 

+ 10 

- 90 

- 90 

+ 4115 

-4345 

- 170 

Change~ from 
un Indexed 
base 

+ 3900 
- 25 

- 190 

-30 

-5 

- 5 

+ 290 

+260 

+ 180 

+ 110 

+ 5 

+ 5 

IS 

+ 10 

• 
+ 4490 

- 270 

+ 5 

+ 5 
- 260 

- 90 

-90 

+ 4640 

- 4345 

+ 295 

1992-93 

Changes from 
an indexed 
base 

+ SSIS 

- 40 

-SO 
- 30 

- S 

• 

- 5 

+ 335 

+ 265 

+ 230 

+ 130 

+ 5 

+ 5 

- 20 

-S 

+ 6330 

- 280 

+ s 

+ 5 
- 270 

+550 

+ 60 

+ 610 

+ 6430 

- 4540 

+ 1890 



ANNEX 

How the figures have been calculated 

The table gives the direct effects on receipts of changes in taxation, 

national insurance and the community charge. Estimates are 
rounded to the nearest £5 million. 'Negligible' means less than 
£3 million. Measures are costed in the order in which they appear 
in the table. 

The direct effect of a tax change is the difference between the 
yield of tax which would arise on the basis of the rates of tax, 
allowances, etc prevailing before the Budget (the pre-Budget 
regime) and the yield after the changes proposed in the Budget 
(the post-Budget regime). The difference in yield is generally 
calculated by applying the pre- and post-Budget regimes to the 
same tax base. This base is the post-Budget base- that is, the levels 
of income, consumption, profits, etc forecast for future years on 
the assumption that all the measures proposed in the Budget take 
effect. 

Thus the direct effects are estimated subject to the constraint 
that, in general , total incomes and total expenditure are fixed at 
their post-Budget levels. In other words the estimates in the table 
do not include income effects-that is, effects arising solely from 
the impact of changes in tax on disposable income. Nor do they 
include the effects of changes in the tax base arising from changes 
in pre-tax incomes, the general level of prices or other macro­
economic variables which may result from the proposed tax 
changes. 

Other behavioural effects are taken into account where it is 
thought that they will have a significant effect on the yield, for 
example tax changes which alter the allocation of savings between 
different financial instruments or affect the composition of 
expenditure. Some change between the pre- and post-Budget tax 
bases is thus implicitly allowed for in these cases, subject to the 
overall constraint on total incomes and expenditure outlined above. 

For Customs and Excise taxes and duties, all the estimates of 
yield incorporate the effects of the tax changes on relative prices 
and associated changes in the pattern of consumers' expenditure. 
Aggregate income and consumers' expenditure at factor cost arc 
assumed not to change. Examples where behavioural effects arc 
taken into account for Inland Revenue taxes include changes 
involving the ta ke-up of a new or modified relief and the abolition 
of stamp duties on securities. 

Most of the figures for direct effects shown in the table represent 
the change in the yield of tbe tax in question. Where appropriate, 
however, the effects on the yield of other taxes are also 
incorporated. For example, the direct effect of a change in the exise 
duties on tobacco incorporates, in addition to the change in the 
yield from tobacco duties, the change in the yield of VAT and other 
excise duties resulting from changes in the composition of 
consumers' expenditure. As a general rule, only repercussions on 
the yield of other taxes of the same type are allowed for, such as 
other taxes on expenditure in the case of tobacco duties but not 
taxes on income or profits. 

The figures in the first column of the table show the direct effect 
of the Budget proposals on receipts in 1991-92. Budget proposals 
are compared with a non-indexed base- that is, with the pre-Budget 
regime of allowances, thresholds and n.ttes of duty at 1990-91 levels. 

The figures in the second column show the direct effect of the 
Budget proposals on receipts in 1991- 92, measured against an 
indexed base. The indexed base for 1991-92 is obtained by 
increasing allowances, thresholds and rates of duty in line with 
the increase in the RPI over the year to December 1990 (9.3 per 
cent). 

The figures in the third column show the direct effect on receipts 
in 1992-93, also measured against an indexed base. For this 
comparison, both the Budget proposals and the indexed base for 
1991- 92 have been further indexed by the forecast movement in 
the RPI between the fourth quarters of 1990 and 1991. 

The following paragraphs refer by number to individual line 
entries in the table. 

Income tax 

I and 3 to 5 The increases in the personal allow.mce, the age-related 
personal and married couple's allowances (for those with incomes 
below the income limit), and the income limit for age-related 
allowances are all in line with the statutory indexation provisions 
(based on the increase of 9.3 per cent in the RPl in the year to 
December 1990.) 

2 The married couple's allowance for those aged under 65, the 
additional personal allowance and the widow's bereavement 
allowance are all unchanged at £1720. 

6 The increase in the basic rate limit is 14.5 per cent. 

7 Higher rate relief for mortgage interest will be withdrawn from 
6 April 1991. Higher rate relief for interest on loans for the purchase 
or improvement of let property is not aflected. Transitional higher 
rate relief on an existing loan will be allowed where relief restricted 
to the basic rate is also allowable on a second (bridging) loan made 
before 6 April 1991. Employees paying higher rc1te tax will be taxed 
at the difference between basic and higher rates on the benefit of 
the first £30,000 of beneficial home loans from their employers. 
The entries in the table are calculated on the basis that current 
mortgage interest rates (assumed to be 13.75 per cent) remain 
unchanged . 

8 Mortgage interest relief will be allowed on a loan for the purchase 
of a small caravan used or intended to be used as a person' s main 
residence without any requirement for the caravan to be a rateable 
hereditament. 

9 For 1991-92 the scales for taxing car benefits will be increased 
by 20 per cent from their 1990-91 levels. 

10 A new benefit-in-kind charge will be introduced from 6 April 
1991 to tax the benefit from the private use of a telephone fitted 
in a car provided by an employer. Tax will be paid on a standard 
amount of £200. The same charge will be used to value the private 
benefit of a mobile t.elephone, which is already taxable. 



U The arrangements for setting the "official rate" of interest, which 
is used to calculate the taxable benefit of loans made by employers 
and the "additional charge" in respect of accommodation provided 
by employers which costs more than £75,000, will change from 
6 April 1991. The present formula (average base rate plus 1.5 per 
cent) will be discontinued, and the "official rate" will be specified 
in a Treasury order. The intention is that this will broadly reflect 
typical mortgage rates. The de minimis limit, under which small 
benefits from cheap loans (such as those for season tickets) are 
disregarded, will be increased from £200 to £300 from 1991-92. 

12 From 6 April 1992 fees paid by tr.1inees for courses leading 
to national and Scottish vocational training qualirications up to 
level 4 will qualify for tax relief. Relief at the basic rate will be 
given by deduction at source from fees paid; higher rate relief 
where applicable, will be given separately. Costs are likely to 
increase in future years as more qualifying courses become 
available and with take-up. The cost shown in the table excludes 
an estimated public expenditure cost of £5 million in 1992-93 in 
respect of relief at source for non-taxpayers. 

13 With effect for profit periods starting on or after I April 1991, 
the rate of tax relief for an employee's profit-related pay which 
is paid under a scheme registered by the Inland Revenue will be 
doubled to give full tax relief, subject to existing limits. The cost 
is estimated on the basis that the number of employees in registered 
schemes will rise by one third in 1992-93. 

14 From I January 1992 any company participating in both an 
approved discretionary share option scheme and an approved all­
employee scheme (of which the eligible employees have been 
informed) will be able, in the discretionary scheme. to provide 
for the grant of options over shares at a price representing a 
discount of up to 15 per cent of the market value of the shares 
concerned at the date of grant. 

15 The annual limit on the value of shares which may be given 
to an employee under an approved all-employee profit-sharing 
scheme will be increased, with effect from 6 April 1991, from the 
greater of £2,000 or 10 per cent of pay (up to a maximum of £6,000) 
to the greater of £3,000 or 10 per cent of pay (up to a maximum 
of £8,000). The limit on monthly savings made by an employee 
under an approved all-employee savings-related share option 
scheme will be increased, from a day to be appointed, from £150 
to £250. 

16 The tax relief for foreign earnings will be extended so that 
employees in Kuwait and Iraq forced to return to the UK early 
because of the Gulf crisis, or unable to return to those countries 
because of it, will be relieved of UK tax on their foreign earnings 
up to the date of their return to the UK. 

17 From 6 April 1991 the limits on the availability of the foreign 
earnings deduction to seafarers who work abroad for a qualifying 
period of 365 days will be relaxed. They will lose the deduction 
only if they return to the UK either for more than 183 days 
(previously 90 days) or for a period longer than one half (previously 
one quarter) of the combined time spent overseas and in the UK. 

18 For deductions made after 6 April 1991 employers whose average 
monthly PAYEINJC bill is less than £400 will be allowed to make 
payments to the Inland Revenue quarterly rather than monthly. This 
line shows the effect on income tax receipts. The effect on receipts 
of national insurance contributions is at line 84 in the table. 

19 Individuals or partnerships who are tr.tding with a total annual 
turnover of under £10,000, or people with rent from property where 
gross income is less than £10,000 are able to submit simplified 
accounts. For accounts received after 6 April 1992 these limits 
will be increased to a figure to be announced later. 

20 Legislation will be introduced to establish that interest and 
dividends paid by certain building societies on the change to the 
present system of accounting for composite rate tax in 1986 may 
be charged to tax at rates in force for 1985-86. This will mean 
that the Exchequer will not repay amounts collected under the 
transitional arrangements except to any society which commenced 
judicial review proceedings before 18 July 1986 challenging the 
validity of Regulations bringing these payments into charge. The 
estimate allows for consequential effect~ on corporation tax. 

21 A penalty will be introduced for making a false declaration in 
order to receive interest from building societies and deposit takers 
without deduction of basic rate tax. 

Income tax and corporation tax 
22 A measure will be introduced to give life offices an entitlement 
within an accounting period to repayments of tax deducted from, 
and payments of tax credits attaching to, their pension business 
income. This will give the companies treatment comparable to the 
self-administered pension schemes. The measure will be linked 
to the introduction of Pay and File. There will also be changes 
in the tax rules for general annuity business; and relief as 
management expenses will be allowed for levies paid under investor 
protection schemes. The yield in 1992-93 will change to a cost 
in subsequent years. 

23 The limit on premiums payable under tax-exempt life insurance 
policies with friendly societies will increase from £150 a year to 
£200 a year. It will be possible to vary existing policies taken out 
after 31 August 1987 so as to take advantage of the new limit without 
losing their beneficial tax treatment. The current restrictions on 
the extent to which friendly societies can write policies for children 
where the maturity proceeds are free of tax will be removed. These 
changes will apply to policies written after Royal Assent. From 
19 March 1991 , societies will also be able to offer small taxable 
policies to members who already have a tax-exempt policy. 

24 The upper limit of £5 million a year or, for non-close companies 
3 per cent of dividends for income tax or corporation tax relief 
for single donations to charities by individuals or companies will 
be abolished for donations made on or after 19 March 1991. 

25 Relief will be provided for gifts by businesses to educational 
establishments of equipment which is made, used or sold in the 
course of the donor's trade. 

26 Capital allowances given on computers or buildings will be 
adjusted where the amount of VAT payable in respect of such assets 
is retrospectively changed under the VAT capital goods scheme 
introduced in April 1990. 

Z7 Expenditure on the construction of toll roads will qualify for 
industrial buildings allowance from 6 April 1991, bringing their 
treatment into line with other privately financed projects such as 
toll bridges and tunnels. 

28 The rules which exempt UK investment managers acting for 
non-resident clients will be extended. 



29 The anti-bondwashing rules will be relaxed to make it easier 
to buy or sell shares using options without a tax charge arising. 

30 The tax rules governing interest calculated by reference to a 
period prior to the issue of securities will be amended . 

31 Stock lending of overseas securities will be facilitated by 
removing the limit of three parties in an approved lending chain. 
In addit ion, the arrangements for accounting for tax on the 
manufactured dividends paid by the borrower to the lender will 
be given firmer statutory backing. 

Income tax and capital gains tax 
32 With effect from I January 1992 it wi ll be possible to suscribe 
up to £3,000 a year to a Personal Equity Plan (PEP) investing in 
the shares of a single company, in addition to up to £6,000 (as 
at present) to an ordinary PEP. lt will be possible to transfer shares 
held in an approved all-employee scheme into a single company 
PEP without incurring capita.l gains tax. From late 1991 the range 
of PEP investments will be extended to equities quoted in other 
EC states, and to unit and investment trusts with at least half their 
holdings in EC equities. And, from 6 April 1991, the limit on 
investment in unit and investment trusts not meeting the investment 
requirements will be increased from £900 to £1,500. The cost of 
these measures is expected to rise in later years. 

33 After 5 April 1991, if an unincorporated trader makes a loss 
which can be set off against his or her other income of the same 
or the following year, any unused loss can be set against his or 
her capital gains of those years. 

Income tax, corporation tax and capital gains tax 
34 Building societies' permanent interest bearing shares that are 
denominated in ste rling will be exempt from tax on capital gains. 
Interest on these new building society shares will be paid after 
deduction of income tax. 

Corporation tax 
35 The rate for 1990-91, which was set in the Finance Act 1990 
at 35 per cent, will be reduced to 34 per cent. 

36 The rate for 1991-92 will be reduced to 33 per cent. 

Tl The period for which trading losses can be carried back will 
be extended from up to one year to up to three years. 

38 The profits limit for small companies' rate of corporation tax 
of25 per cent for 1991-92 will be raised from £200,000 to £250,000 
and the limit for the marginal relief will be raised from £1 million 
to £1.25 mill ion. 

39 A technical change will be made to the definition of a normal 
commercial loan for group relief and other purposes. 

40 The limits for tax exemption for trade unioos and employers' 
associations which pay provident benefits will be raised from £3,000 
to £4,000 for gross sums and from £625 to £825 for annuities. 

41 Costs incurred by companies on or after J April 1991 in 
establishing approved employee share schemes or statutory 
employee share ownership plans (ESOPs) will be relieved of tax. 

Capital gains tax 
42 The capital gains tax annual exempt amount will be increased 
in line with the statutory indexation provisions (based on the 

increase of 9.3 per cent in the RPI in the year to December 1990) 
to £5.500 (2,750 for most trusts). The estimated full year cost of 
indexation in respect of 1991-92 liabilities is £10 million. 

43 The qualifying age for retirement relief on the disposal of 
businesses and interest in family companies will be reduced from 
60 to 55. The ceiling for the relief will be increased so that, where 
the full conditions are met, the first £150,000 of gains will be fully 
exempt and half of any further gains up to £600,000 will be exempt. 
The present ceilings are £125,000 and £500,000 respectively. The 
cost of these changes in a full year is £70 million. 

44 Three change$ will be made to the relief for principal private 
residences. First, the period after moving out during which a home 
can be sold without a reduction in the owner's entitlement to this 
relief will be increased from two to three years. Second, the present 
exemption, where owners let part or all of their main home, of 
up to £20,000 of any gains which do not attract the private residence 
relief will be increased to £40,000. Third, the maximum amount 
ofland which can normally qualify for private residence relief will 
be changed from one acre to half a hectare. 

Capital gains tax and corporation ta.x 
45 A charge to capital gains tax will be made on a trust which 
ceases to be resident in the UK. and on a settlor who retains an 
interest in a non-resident trust. The existing rules for charging the 
gains of non-resident trusts on beneficiaries will be strengthened, 
and a supplementary charge introduced on payments and benefits 
which are received. Without these measures there could be a 
significant loss of tax. The measures themselves may produce a 
direct yield of £15 million in a full year. 

46 The rule in the Finance Act 1988 for rebasing the charge on 
capital gains to 31 March 1982 includes a provision allowing certain 
gains deferred between 31 March 1982 and 6 April 1988 to be 

halved. Technical changes will be made to ensure that the benefit 
of this relief cannot be given twice in respect of the same gains, 
and that the value of the relief cannot be increased by the taxpayer 
making a claim for it on a later rather than an earlier occasion. 
The changes will prevent a possibly significant future loss of tax. 

47 Changes will be made to the definition of the range of bonds 
exempt from charges on capital gains. Bonds convertible into shares 
of a quoted parent company will cease to be exempt. Bonds 
convertible into exempt bonds will themselves be exempt. These 
changes will counter possible developments which could lead to 
a significant loss of tax. 

48 Shares acquired under the business start-up scheme will be 
excluded from the arrangements for share pooling. 

49 The provisions enabling tax to be deferred where gains are 
unremittable to the United Kingdom will be amended to make it 
clear that the relief is available where the unremittability arises 
in the country where the assets concerned are situated. 

Oil taxation 
50 A more comprehensive definition of oil fie.ld abandonment costs 
allowable for petroleum revenue tax (PIIT) purposes will be 
introduced. PIIT and corporation tax relief will be given on the 
oosl~ of obtaining guarantees of field abandonment costs. PIIT and 
corporation tax rel ief will be given where participators in a field 
meet the abandonment costs of a fellow participator defaulting on 
his obligations. 



51 Doubts about the law on taking PRT penalties by proceedings 
before the Special Commissioners will be removed. 

Inheritance tax 
52 The increase in the threshold is in line with the statutory 
indexation provisions (based on the increase of 9.3 per cent in the 
RPT in the year to December 1990). The estimated full year cost 
of indexation attributable to taxable estates in l99J-92 is £125 
mi.IUon. 

Stamp duties 
53 Under the Finance Act 1990 the abolition date for duties on 
securities is to be appointed by Treasury order; it will coincide 
as closely as possible with the introduction of the Stock Exchange's 
new system for paperless share transfers (TAURUS). Abolition was 
previously assumed to take effect from I January L992. Following 
the Stock Exchange's announcement of postponement of the 
introduction of TAURUS, it is now assumed to take effect from 
I April 1992. 

54 Stamp duties on transfers of property other than land and 
buildings will be abolished from the same date as the duties on 
securities, assumed to be 1 April 1992. The duty on Northern 
Ireland bank notes will be abolished from I January 1992. 

Value added tax 
55 The standard rate of VAT will be increased from 15 per cent 
to l7'1i per cent from I April 199L. 

56 The turnover limit for VAT registration will be raised from 
£25.400 to £35,000 from 20 March 1991 , and the deregistration 
threshold from £25,400 to 33,600 from 1 May l99L. 

57 The waiting period for relief on bad debts written off in traders' 
accounts wi ll be reduced from two years to one year from 1 April 
1991. 

58 The rate of serious misdeclaration penalty will be temporarily 
reduced from 30 per cent to 20 per cent from 20 March 1991 
pending the outcome of a review of the penalty. rn addi tion. a 
period of grace will be introduced during which penalties will not 
normally be applied on errors found by Customs in the latest 
accounting period; and a penalty will not nom1ally be charged 
where a mistake is cancelled out by a mistake in the next return 
with no overall loss of VP\T. 

59 Prom a date to be announced the turnover thres·hold for annual 
accounting will be raised from £250,000 to £300,000; there will 
also be increases in the threshold for using some retail schemes, 
the limit below which less detailed tax invoices may be issued by 
retailers, and the limit below which a tax invoice is not required 
for payments or purchases through a coin-operated machine. 

60 From L April 1991 VAT relief for charities will be extended 
to television, radio and cinema advertising; the sale of donated 
goods by all charities: one-off fund-raising even.ts by charities' 
tradjng subsidiaries; donated medical and scientific equipment used 
in veterinary research; and certain donated equipmem directly used 
in veterinary research. 

61 From Royal Assent group treatment will be extended to overseas 
companies established in the UK. 

62 'The right of businesses to reclaim VAT on mileage allowances 
paid to employees to cover road fuel bought for business use will 
be put on a statutory basis. 

63 Taxpayers who pay too much VAT as a result of official error 
will have a statutory entitlement to in terest on the VAT overpaid, 
from Royal Assent. Such payments are currently made ex-gratia 
from Vote and will in future be made out of Revenue. The effect 
shown is the cost to Revenue, but there is a corresponding saving 
to public expendittu·c of £5 million. 

Car tax 
64 The existing relief from car tax for cars supplied for leasing 
to the handicapped will be extended from Royal Assent to cover 
leasing agreements which end within three years. 

65 From Royal Assent cars used by or on behalf of a car tax 
registered person for the purposes of commercial or industrial 
research will be relieved from car tax. 

Excise duties 
66 Price effects shown below are for the increase in excise duties 
(and consequential VAT at 15 per cent) from 19 March. The 
increased VAT standard rate will apply from I April. The duties 
on cigareUes, cigars and hand-rolling tobacco and pipe tobacco 
will be increased by 15 per cent. The increases in duty plus VAT 
arc equivalent to about 16p on a packet of20 cigarettes, about 8p 
on a packet of 5 small cigars, about 24p on a 25 gram packet of 
hand-rolling tobacco and about llp on a 25 gram packet of pipe 
tobacco. 

67 The duty on leaded petrol will be increased by 15 per cent, 
equivalent to an increase in duty plus VP\f of 3.9p a litre. 

68 The duty on unleaded petrol will be increased by 15 per cent , 
equivalent to an increase in duty plus VAT of 3.4p a li tre. The 
tax differential in favour of unleaded petrol will consequently rise 
from 3.3p a litre to 4.0p a litre. 

69 The duty on derv will be increased by IS per cent, equivalent 
to an increase in duty plus VAT of 3.3p per litre. 

70 The duty on gas oil and fuel oil will rise by 9.3 per cent , 
equivalent to about O.lp per litre. This is exclusive of VAT since 
gas oil and fuel oil supplied to domestic users are zero-rated. 

71 The duty on typical beer will be increased by 9.3 per cent, 
equivalent to an increase in duty plus VAT of about 2p a pint. Duty 
on beer will be levied on the fini shed product, instead or the 
"worts'1, from a date beyond 1991-92 to be announced later. 

72 The duties on wine and made wine will be increased by 9.3 
per cent, equivalent to an increase in duty plus VAT of about 9p 
on a 75cl bottle of still wine. about 15p on a 75cl bottle of sparkling 
wine, about 14p on a 70cl bottle of sherry and about 18p on a 75cl 
bottle of port. 

73 The duty on spirits will rise by 9.3 per cent, equivalent to an 
increase in duty plus VAT of about 56p on a 75cl bottle of spirits. 

74 The duty on cider and perry will be increased by 9.3 per cent, 
equivalent to an increase in duty plus VAT of about lp a pint. 

75 The rate of pool betting duty will be reduced from 40 per cent 
to 37 1/z per cent for a period of four years, provided that the pools 
promoters pass the full amount saved to a new foundation to be 
used for the benefit of sports and the arts together wi th a further 
contribution of twice that amount which they will collect. The cut 
in the rate of duty is assumed to take effect from I August 1991; 
it will be conditional upon satisfactory arrangements being made, 
including the terms and conditions for a trust. 



76 Gaming licence duty will be restructured from 1 October 1991. 
Casinos will be required to make quarterly inter~rn payments of 
duty based on accrued gross gaming yield, with liability being 
finally assessed half-yearly. The duty band thresholds will be raised 
by 20 per cent, so that duty wiJJ be payable at the rate of 2 !h per 
cent on the first £450,000 of gross gaming yieldl for each half­
year; 12 !h per cent on the next £2,250,000; 25 per cent on the 
next £2,Z70,000; and 33Yl per cent on any remainder. The fixed 
amount of duty payable on application for a gaming ljcence will 
be reduced from £250 to £10. 

77 A new category of excise trader, to be known as a registered 
exisc dealer and shipper, will be established. Registration with 
Customs and Excise will allow a trader to import and pay excise 
duties on goods from other EC countries outside the bonded 
warehousing system. Registration will take place during 1992 to 
become effective on I January 1993 on completion of the Single 
Market. 

Vehicle excise duties 

78 Duty on cars, buses, lorries and most other vehicles will remain 
unchanged. Mine rescue vehicles will be exempt from duty. Private 
fire engines will be subject to the rate of duty on cars. Pedestrian­
controlled mowing machines will cease to be liable to registration 
and licensing. 

79 The duty on motorcycles will be raised from £10, £20 and £40 
(according to engine capacity) to £15, £30 and £50 with effect from 
20 March 1991. 

80 The two duty rates for tricycles of £10 and £40 will be replaced 
by one rate of £50, with effect from 20 March 1991. 

81 Duty on special machines (agricultural machines, mobile cranes 
and similar vehicles) will be increased from £16 to £30, and on 
recovery vehicles from £50 to £75, with effect from 20 March 1991. 

National insurance contributions 

82 Employers' contributions on the private benefit of cars they 
provide for employees will be introduced from 1991-92 at the 
employers' main rate (10.4 per cent for 1991-92) . Contributions 
will be assessed annually, and collected in the following year. They 
will be based on the income talt car benefit scales. Employees will 
be exempted from contributions. 

83 Employers' existing liability to contributions on the benefit of 
free fuel made available for employees' private use will be assessed 
using the income tax fuel scales from 1991-92 . Contributions on 
free fuel will no longer be payable by employees. The estimated 
yield is net of contributions that would have arisen under existing 
legislation. 

84 For deductions made after 6 April 1991 , employers whose 
average monthly PAYE/NIC bill is less than £400 will be allowed 
to make payments to the Inland Revenue quarterly rather than 
monthly. This line shows the effect on receipts of national insurance 
contributions. The effect on income tax receipL~ is at line 18 in 
Table 4.1. 

Community charge 

85 The community charge for 1991-92 will be reduced throughout 
Great Britain by £140. Domestic rates in Northern Ireland will also 
be reduced. The cost shown is the effect on receipts of the reduction 
in the community charge and in Northern Ireland rates, net of 
savings on reliefs and rebates. 



The Economy: recent 
prospects to mid-1992 

developments and 

The following notes and tables are taken from the Financial Statement and Budget Report 1991- 92 
(HMSO, March 1991) (Price £9.25): 

Summary 
Inflation 
Retail price inflation has fallen from its peak last autumn. lt is 
set to fall sharply in 1991, to 4 per cent in the founh quarter, and 
to 3~ per cent by mid-1992. 

Demand and activity 
GDP fell in the second half of 1990, with weakening domestic 
demand, and is likely to continue to fall in the first half of 1991. 
Activity should recover in the second half of the year, though in 
1991 as a whole GDP is forecast to be 2 per cent l.ower than in 
1990. The recovery is likely to gather pace in 1992. 

Labour market 
Unemployment has risen sharply since the autumn, reflecting the 
weakness of activity. With the prospect of a further fall in activity 
in the first half of 1991, unemployment may continue rising this 
year, though at a slower rate than recently. 

Current account 
The current account deficit is forecast to halve in 1991 to £6 billion, 
as imports fall in response to falling domestic demand . 

Financial developments 
Sterling entered the Exchange Rate Mechanism (ERM) on 8 
October. Since then the sterling index has been within a narrow 
range around 94. Over the same period interest rates have fallen . 
Monetary growth fell in the second half of last year, and MO is 
well within its target range. The public sector is estimated to have 
been in broad balance in 1990-91 and a public sector borrowing 
requirement of £8 billion is forecast for 1991-92, largely as a result 
of the weakness of activity. 

World economy 
The world economy was slowing even before the Gulf crisis and 
the associated rise in oil prices. Oil prices have now fallen back, 
and are assumed in this forecast to stay close to recent levels. 
Growth in the major seven economies is expected to fall to I !4 
per cent in 1991, the lowest r.lle since 1982. With slower growth 
and lower oil prices, inflation is likely to edge down. 

Recent developments 
After several years of buoyant activity, the growth rate of the major 
seven economies slowed in 1990. Although growth remained strong 
in Japan and Germany, output was falling towards the end of the 
year in the US, Canada and France, as well as in the UK. In Japan 
and Germany there are now tentative indications of slower growth . 
The growth of world trade in manufactures is estimated to have 
fallen to about 5 per cent in 1990, its lowest rate since 1986 and 
well below that of recent years. 

Current account surpluses and deficits in the major three 
countries narrowed significantly in 1990, partly renecting the 
relative strengths of activity. The Japanese surplus fell to 11A per 
cent of GNP, its lowest since 1982, and in Germany the surplus 
fell to its lowest level as a proportion of GNP since 1985. The fall 
in the US deficit was less than might have otherwise been expected 
because of a deterioration in the terms of trade in response to the 
lower clnll~~r 

Non-oil commodity prices weakened in the second half of 1990; 
in SDR terms they fell by more than 13 per cent in the year to 
February 1991. The doubling of oil prices between July and October 
led to an increase in consumer price inflation in the major seven 
economics in the same period of about I to I Yz percentage points. 
More recently, the fall in oil prices has helped to ease inflationary 
pressure. But even excluding oil price effects, inflation has started 
to decline, especially in those countries where growth has now 
slowed. 

Since the autumn, US short term interest rates have fallen and 
German rates have risen. Real interest rates in most of the major 
European countTies rose in 1990, to around 6 to 7 per cent by the 
end of the year, well above the levels seen for most of the 1980s. 
In contrast US real interest rates fell to less than 2 per cent. 

Forecast 
The recession in the US is forecast to be quite short-l ived and 
relatively mild. Growth is expected to resume by the second half 
of this year, helped by an upturn in consumers' expenditure. which 
has been little changed since late 1989. In France and Italy growth 
in 1991 is expected to be around 11h per cent, somewhat slower 
than in 1990. In Japan and Germany growth is expected to 
moderate, to about 3 per cent in the second half of the year. For 
the m as a whole the forecast GNP growth of 11A per cent this 
year would be the slowest since the 1982 recession. Slower growth 
of business investment is expected to be a common feature among 
the m countries. 

The recovery in North America, albeit uncertain in its timing 
and extent, is the main reason why m growth is forecast to increase 
to 2 1h per cent in the first half of 1992. Growth of world trade 
in manufactures follows the path of G7 activity closely, falling to 
3~ per cent in 1991 before recovering in the first half of 1992 
to a rate a little below the average of the last ten years. 

Tllble I World eronomy 

Percenwge changes on u year earlier 

Estimates Forecast$ 

1989 1990 1991 1992 Ht 

Major .1eve11 cou11tries 1 
Real GNP 3'.4 2'h l'A 2111 
Domestic dernand 3 2'h I 2'n 
Industrial production 3'h l'h 'h 2'n 
Consumer price mflation 4'h s 4'h 3'h 

Hf>rld rrade, ar ronsranr prices 
Thtal impons 1'h s 3'.4 s 
Trade in manufactures 8'h s 31' s•n 

I US, Japa11, Gennany, Frona. UK. lraly a11d Ca11ada. 

The forecast assumes that the Brent oil price averages $18 a barrel 
and that other commodity prices remain close to their recent low 
levels. These factors, together with weakening activity and high 
real interest rates in most countries, provide a favourable 
background for a reduction in consumer price inflation. 



The forecast Is for inflation to average 31h per cent in the G7 
countries by the first half of 1992. This would be the best inflation 
performance since 1988. The US and German current account 
balances should continue to narrow. reflecting dollar depreciation 
in 1990 and weak domestic demand in the US, and the continuing 
effects of unificalion in Germany. 

UK demand nnd output 
After signs of seemingly renewed vigour early in 1990. domestic 
demand tell through the tinal six months as persons and businesses 
cut their spending. These developments tipped the economy into 
recession, with GDP falling I ~ per cent between the first and 
second halves of 1990. Even so, GDP rose 'h per cent in the year 
as a whole. 

Domestic demand is forecast to go on falling in the early months 
of J99J,but at a slower rate than in late 1990. While it is always 
difficuh to predict turning points, a recovery is forecast from around 
the middle of the year. lt could be slow initially, and domestic 
demand may fall by 2¥1 per cent in 1991 as a whole. Over the 
same period GDP is forecast to fall by 2 per cent. The recovery 
is expected to gather pace next year, with both domestic demand 
and GDP forecast to rise by over 2 per cent in the year to the first 
half of 1992. 

The initial source of the recovery is likely to lbe a revival of 
consumer confidence in response to falling inflation and lower 
interest rates. This will st imulate both consumer spending and 
activity in the housing market. There should also be a contribution 
from stocks - s.lower destocking in the first instance - but other 
business spending may nor pick up unlit 1992. Export growth too 
should begin to pick up later in the year with the recovery in the 
US and other tmtior countries. 

The fall in GDP in the second hal f of 1990 was spread across 
most sectors. Manufacturing outl)Ul , which is usua l ~y more c:yclical 
than GDP, felJ by 5 per cent between March and December 1990, 
and by 1h per cent in the year as a whole. Output of the service 
and construction $ectors of the economy. both of which enjoyed 
very mpid growth during the late 1980s. fell by nearly 1 per cent 
in the second hal f of last year. Manufaclllring output is expected 
to full by 5 per cent in 1991, though growth is prQje.cted to pick 
up during the year, and into 1992. 

Personal sector 
Consumer spending fell by l% per cent in the second half of 1990. 
The fall occurred despite continued strong growth in real personal 
disposable incomes, and the personal saving ratio picked up quite 
sharply to nearly 11 per cent. The personal sector is clearly 
adjusting to the combination oftight monetary policy oyer the last 
two years and increased debt $ervicing needs following substantial 
borrowing during the late 1980s. The weakness of the housing 
market last year also probably contributed to consumers cutting 
back on their spending. The ratio of the personal sector wealth 
(including housing) to income fell back in 1990 after extremely 
rapid growth in the late 1980s. 

Consumer spending is projected to go on falling into the early 
months of 1991, and to fall by I~ per cent in the year as a whole. 
Much slower growth in real personal disposable incomes and a 
sustained high savings ratio are likely to inhibit spending. 
Nonetheless spending is expected to recover from mid-1991. The 
pick-up is associated with an expected slow recovery in the housing 
market. which helps stabilise the wealth to income ratio at 
historically high levels. This, along with tailing inflation and lower 

interest rates, is likely to regenerate consumer confidence after 
a prolonged period in the doldrums. The personal saving ratio may 
decline a lillle from its high level at the end of 1990. Housing 
investment may also continue to fall in early 1991 before starting 
to recover from mid-year. 

Company C.'t:pcnditure and income 
Business investment rose by a total of 43 per cent in the three years 
to 1989, prompted by rising real rates of return, rapid growth in 
output, buoyant business optimism and tightening capacity 
constraints. After peaking at record levels in early 1990, it fell 
through the rest of the year as the economy slowed and profitability 
declined. Companies also faced the need to correct a difficult 
financial situation, partly induced by their strong borrowing 10 

finance the investment and take-over booms of the late 1980s. 

Recent CBI Industrial Trends Surveys reveal a weakening of 
business contidence, probably exacerbated by the Gulf crisis and 
associated uncertainties about t.he economic outlook. The same 
surveys point to a decline in investment in the manufacturing sector 
this year. That is likely to be tn•e of business investment as a whole. 
Rates of return are expected to faU again in 1991 as companies 
are caught between weak turnover and high unit labour cost growth. 
Capacity utilisation will also remain low. Business investment is 
thus expected to fall by nearly 10 per cent in 1991. Even so, it will 
still be at historically very high levels. Tt is forecast to rise only 
slowly in early 1992; it is usual tor the recovery in business 
investment to tag the general cycle in activity. Rates of return should 
start ro recover in 1992, creating the climate for stronger growth 
investment later. 

Govemment investment 
General government investment again rose sharply in 1990. 11 is 
forecast to fall in 1991 , with higher central governmem investment 
more than offset by lower local authority investment. 

Tn.ble 2 Gross domestic Oxed capital formation 

Weight> 
in 

1990 

Business 1 71 
Private dwell ings~ 15 
General governmcnr3 14 

Total fixed investment ICIO 

I Includes publil' I'Oiporariou.r. 

Percenwgc changes on 
previous ye;tr 

1990 

- 1'.4 
13 
10 

- 1'.4 

Forccus1 

·~· 
- 914 

- 11!4 
- 61n 

-9'11 

2 Includes (11/rchases le.ws ,·ales of lallll and existing bui/dlnss for tht• wlrOie I'<Y>III/111.1"· 

J Exdude~· purchases less sales of /mu/ and e.risting buildings. 

Stock building 

Destocking contributed to the moderation of GDP growth in late 
1989 and 1990, reflecting adjustment by companies to their 
difticult financial situation. Destocking may continue throughout 
1991 for much the same reason. Nonethe1ess , stocks are likely 
to play a much smaller role than in previous recessions, and to 
contribute less to the subsequent recovery. Firms probably entered 
the present recession with fewer stocks to disgorge, and may enter 
the recovery with less need to rebuild them . 

Companies' financial position 
Industrial and commercial compan ies' profits (net of stock 
appreciation) are estimated to have fallen by l 1h per cent in 1990. 
Saving also feU, and was insufficient to cover companies' spending 
on tixcd investment and stocks. For the third year running, 
therefore, companies ran a financia.l deficit. Profits are likely to 



remain weak in 1991. Saving, however, is expected to recover 
as companies face lower tax and interest payments and profits 
due abroad. Along with reduced spending on fixed investment 
and stocks, the projected recovery in saving means that the 
financial deficit should be substantially reduced in 1991, with a 
further reduction expected in early 1992. 

T rade and the balance of payments 
The current account is estimated to have been in deficit by £13 
billion in 1990, down from £20 billion in 1989. The visible deficit 
fell sharply through the year as imports responded to weak 
domestic demand. By the fourth quarter, the manufactures deficit 
was around l per cent of GDP, the lowest since 1985. Estimates 
of the invisibles surplus for 1990 have been revised upwards 
substantially. They now suggest a rise in the surplus between 1989 
and 1990, and a particularly buoyant performance in the second 
hat f of last year. 

Competitiveness 
UK relative unit labour costs in manufacturing rose during 1990, 
as the exchange rate firmed and UK unit labour costs rose more 
rapidly than those in other major industrial countries. Nevertheless, 
the level of relative unit labour costs against ERM countries 
remains lower than on average in the 1980s, and close to the 
average over the past 25 years. UK unit labour cost growth is 
expected to fall substantially as earnings growth slows and 
productivity recovers with activity. By the first half of 1992 it 
is expected to be similar to that in other major countries. 

Non-oil trade 
The volume of exports of manufactures rose by 7 ~ per cent in 
1990, following growth of JOlfz per cent in 1989, and the UK 
volume share of world trade in manufactures rose for the second 
year running. Exports of passenger cars were particularly strong, 
up 20 per cent in 1990 as a whole. Export growth has, however, 
eased in recent months as the world economy has slowed. With 
a further slow-down in world trade in prospect, and the somewhat 
higher level of the real exchange rate, exports are forecast to grow 
only slowly in 1991 . However, they pick up as world trade growth 
recovers; by the first half of 1992, the volume of exports of 
manufactures is forecast to be 4 per cent higher than a year earlier. 
The UK's share of world trade in manufactures is forecast to be 
close to the average level of the last three years. 

Following a rise early in 1990, non-oil import volumes fell 
steadily through the rest of the year. and by the fourth quarter 
were a little lower than a year earlier. There were particularly 
sharp falls in imports of passenger cars and capilal goods, as 
consumers and companies cut back their expenditure. Non-oil 
import volumes are forecast to fall by 2 \4 per cent in 1991 , 
reflecting the forecast of domestic demand. Import volumes are 
likely to pick up more rapidly than domestic demand as the 
economy recovers in the first hal r of 1992. This implies a 
continuation of the historical upward trend in import penetration, 
which all industrialised economies have experienced, reflecting 
increasing openness of the world economy. 

Current account adjustment over the past year has also been 
helped by a rise in the non-oil terms of trade, as sterling import 
prices fell sharply in response to the firmer exchange rate. Sterling 
export prices also fell through the year, though by less, as 
companies reduced export margins to try to maintain their export 
market share in the face of falling domestic demand. 

Table J Visible trade votumCll 

Percentage change~ on previou~ year 

Non-oil goods Oil All goods 

Ex pons tmpons Ex pons Impons Ex pons tmpons 

1989 t0 \4 7~ - 20'h 11~ 5 8 
1990 6'h 'h 814 t2 6~ 114 
1991 Forecast 211 - 214 - 3~ - 1!4 1!4 - 214 

Oil production and trade 
North Sea oil production In 1990 was about the same as in 1989, 
but considerably lower than forecast in the 1990 FSBR. The large 
programme of work to fit new safety equipment required longer 
than expected shutdowns in some fields. This work is continuing 
in 1991 and oil production is forecast to be slightly below its 1990 
level, close to the centre of the Department of Energy Brown Book 
range. 

With little change in oil production, and the rise in dollar oil 
prices in 1990 partly offset by the rise in the dollar-sterling 
exchange rate, the oil trade surplus in 1990 remained at around 
£1 1/z billion. The sterling oil price is assumed to be lower in 1991 
than in 1990 and the oil trade surplus is forecast to decline to £1 
billion. 

lnvisibles and net overseas assets 
Following a weak performance in the first half of 1990. the 
invisibles surplus is estimated to have doubled to £31fz billion in 
the second half of the year. In 1990 as a whole the surplus was 
£5 billion, up £1 billion on the previous year. The rise mainly 
reflected buoyant net earnings from direct investment. There was 
little change in the transfers deficit but the services surplus fell 
in 1990, largely as a result of reduced earnings by the insurance 
sector. 

The invisibles surplus is forecast to rise to £6 billion in 1991. 
This forecast partly discounts the buoyancy of net earnings from 
interest, profits and dividends (IPD) at the end of 1990, which 
may not be sustained. Little change in JPD is expected overall , 
even though lower sterling interest rates should reduce banks' net 
interest payments overseas. The services surplus is likely to begin 
to recover during 1991 , but not sufficiently to prevent a further 
fall in the surplus year on year. However, the transfers balance 
should benefit substantially from a rebate of EC contributions and 
from financial contributions by other governments to the UK 's 
Gulf expenditure. 

The rise in the exchange rate during 1990, particularly against 
the dollar, and the fal l in world stock markets, contributed to an 
estimated fall in the sterling value of identified net overseas assets 
to £41 billion at the end of 1990, compared with £103 billion a 
year earl ier. This reduction followed substantial increases, 
reflecting large capital gains, in the previous two years. The recent 
revival of the dollar and world stock markets will have partly 
reversed this fall. The difficulties in measuring certain capital flows 
(reflected in the balancing item in the overseas account) and in 
valuing direct investments mean, however, that estimates of net 
overseas assets are subject to wide margins of error. 

Current account 
The current account deficit is forecast to fall from £13 billion (2 1.4 
per cent of GDP) in 1990, to £6 billion (I per cent) in 1991. This 
mainly reflects a further fall in the deficit on trade in manufactures 
as a result of lower domestic demand. 



Tablt 4 Curn>nl accounl 

£billion 

Manu- Tout I Currcnl Oahmcing 
fnc1ures Oil Olhcr Vislbles Invisible~ bnlnncc i1em 

1989 - 17 l 'h - 8'h - 24 4 -20 15 
1990 - 11 l'h - 8'h - 18 5 - 13 J'h 
1991 - 6 I 7 -12 6 - 6 
Forecas1 

Financial balances and the current account 
Over the three years to 1989 the private sector (persons and 
companies) ran increasingly large financial deficits, with spending 
rising faster than income. The deterioration in its financial posi tion 
was without precedent in the last seventy years, and had its 
counterpart in a worsening current account deficit. With private 
sector income forecast to rise faster than spending, the private 
sector financial balance is expected to return to its traditional 
surplus in 1991 and early 1992. This is reflected in a smaller 
current account deficit. Within the private sector, both persons 
and companies are expected to improve their position. with persons 
increasing their surplus and companies reducing their deficit. 

Inflation 
Producer output price inflation (excluding food, drink and tobacco) 
was 6~ per cent in February. 1h per cent higher than its rate 
through the summer. This recent pick up in in flat ion is surprising. 
Jt may reflect efforts by producers to defend their profit margins. 
Margins have been under pressure for some time from the 
recession and rising costs, especially labour costs. 

Retail price inflation has fallen sharply in recent months, from 
almost 11 per cent in October to 9 per cent in January. This partly 
retlects reduced mortgage intcresr rates in November 1990, and 
the effects of the mortgage rate rise of November 1989 dropping 
out of the twelve-month comparison. Petrol prices have also 
declined as world oil prices have fallen back from their peak in 
October. But even allowing for these factors, retail price inflation 
has slowed in response to weak consumer demand and a sharp 
reduction in food price intlation as supply condi tions have 
improved after the drought of 1989. 

Provisional CBI data show a marked fall in pay settlements in 
manufacturing to 8 'A per cent in the first quarter of 1991, from 
around 9 per cent in the previous three quarters. In addition. an 
increasing number of firms have reached agreements which 
provide either for no increase in pay or defer any increase until 
later in the year. Whole economy underlying earnings growth fell 
to 9 1h per cent in January from a peak rate of 10\4 per cent in 
July, as overtime and bonus payments fell in response to the slow­
down in activity. 

Prospects 

Unit labour cost growth in manufacturing is likely to slow sharply 
rhrough 1991 and beyond, principally as productivity growth 
rebounds wirh the recovery in activity. Earnings growth is also 
expected to moderate as settlements respond to falling inflation 
and companies further rein back overtime and bonuses. The CBJ's 
Survey of manufacturers in February suggests that underlying 
inflationary pressures are abating rapidly. The balance of firms 
expecting to increase prices in the immediate months ahead was 
at its lowest ever level. With manufacturing output likely to fall 
further for a while, the recent pick up in producer output price 
inflation is unlikely to be maintained. It is expected to fall to 4* 
per cent in the fourth quarter of 1991, declining further to 4 per 
cent by mid-1992. 

Weak consumer demand will exert strong downward pressure 
on retail price inflation throughout 1991. Recent cuts in mortgage 
rates, the mortgage rate rise of March 1990 dropping out of the 
twelve month comparison, and the net impact of the Budget 
measures will also contribute to sharply falling inflarion. RPI 
inflation is forecast to be 4 per cent in the fourth quarter of 1991 
and 3~ per cent by the middle of 1992. 

Table 5 Relall and producer ou1pu1 price lnnulion 

Percenlngc changes on 
a year eurllcr 

Weights Forecas1 
in 
1991 1 1990 Q4 1991 Q4 1992 Q2 

Food IS 614 4~ 3'h 
Housing2 19 1A 19 'h - 6\4 1!4 
01hcr 6514 8 Ml 4'.4 

Total RPI 100 10 4 3'.4 

Producu outpul prices3 6'.4 4~ 4 

I 7h~ wtights u.r~d lrrrt art pro1•isional. 1hty ttu 11nliktly 10 diffu signijico/llf.\· 
from tlr~ final wtiglrts 111/iclt /Jtromt OIVJi/oble from tltl.' CSO on 22 Mort·lr. 
2 Includes ct>tmmmity cltarg~t. 
J E..rcl11ding food , drink 011d ml111cm. 

The GDP deflator, which measures the price of domestic value 
added (principally unit labour costs and profits per unit of output), 
is forecast to rise by 7~ per cent in 1990-91. boosted by the rise 
in oil prices and the improvement in the terms of trade. The 
increase in V AT in the Budget adds about I per cent to rhe GDP 
deflator. Even so the growth in the deflator is expected to fall 
to 7 per cent in 1991-92. 

Exchange rates and interL'St rates 
For most of the period since the UK joined the ERM sterling has 
traded in a relatively narrow range. The sterling effective index 
remains close to its level just before ERM entry. Short term interest 
rates which were reduced by I percentage point at the time of 
ERM entry, have since fallen further. Long rates have also fallen 
back since the early autumn, by over I percentage point, in part 
reflecting growing confidence about the prospects for low inflation. 

Money and credit 
The year on year growth rate of MO has fallen from 7 'h per cent 
last spring ro around the centre of its target range in early 1991. 
Broad money growth began to fall in early 1990 from a peak of 
around 19 per cent. By January the annual growth of M4 was 
down to 11 per cent. Bank and building society lending had begun 
to respond to tight monetary policy earlier, as high interest rates 
reduced lending for house purchase. During 1990 the decline in 
the growth of credit gathered pace, as industrial and commercial 
companies also cut back sharply on their borrowing. By the start 
of 1991 the growth of bank and building society lending was down 
to 13 per cent, little more than half its peak of two years earlier. 

Asset prices 
Following strong rises in the second half of the 1980s, asset prices 
weakened during 1990, reflecting the rightness of monetary policy. 
There was a substantial fall in the ratio of house prices to average 
earnings, and real equity prices fell sharply. More recently, 
however. there have been signs that the housing market may be 
close to its trough and equity prices have risen strongly since 
mid-January. 



Employment and unemployment 
Latest data from the Department of Employment indicate that 
employment probably peaked around mid- 1990. By then 
employment had risen by 3'A mill ion since March 1983, on the 
back of sustained strong growth in activity through most of the 
1980s. Employment started t.o fall in the second half of 1990 as 
recession gathered pace and companies took action to control unit 
labour costs . Productivity has fallen, as it usually does when the 
economy goes into recession. Unemployment sta rted to rise last 
spring; since March 1990 it has risen by 370 thousand. 
Employment is expected to go on falling In 1991 , even after the 
economy starts to recover; employment usually lags the cycle in 
output. Unemployment is expected to rise furthe r. How much it 
may rise , and for how long, depends in part on the speed with 
which wage settlements moderate. 

Forecast and outturn 
Table 6 compares the main elements of the forecast published in 
the 1990 FSBR with the outturns for 1990 or the latest estimates 
for 1990-91. 

Errors on the forecasts o f demand, activity and the current 
account were within, in some cases well within, the average errors 
from past forecasts. GDP growth was a little less than fo recast. 
Domestic demand was stronger , reflecting unexpected resilience 
in the fi rst half o f the year, but net exports we re weake r than 
forecast. The error on inflation was bigger than average, largely 
due to a slower than usual response of underlying inflation to the 
fall in demand, but also because of the effect of the Gulf crisis 
on petrol prices. The public sector debt repayment is likely to 
be well below last year's Budget forecast, with large e rrors on 
both the income and expenditure sides of the account. 

Table 6 Foreca.~t and oullurn 

GDP (1990) 
Non-Nonh Sea G DP (1990) 
Domestic demand ( 1990) 
RP! ( 1990 Q4) 
Money GDP ( 1990- 91) 1 

Balance of payment current account 
( 1990. £billion) 
PSBR 
( 1990- 91 • £ btllion) 

Percentage change s on a year earlier 
unless otherwise Stated 

Average 
Ouu urn errors 

or from 
1990 latest past 

PSBR estimate rorecru;ts 

I 'h I 
~ 'h l4 

- 'h 0 1\4 
7 1A 10 1\4 
7 'h 7 '.41 2 I ); 

- 15 13 5 'h 

- 7 - ~2 5'A 

I Adjusted to rento•·e the discomimtity arising from tl>e aiiiJ/itiOtr of domestic rate.r. 
2 Pan/)' forecast. 

Risk and uncertainties 
Table 7 shows average errors from past forecasts . These provide 
a rough guide to possible margins of error on the new forecasts, 
and should be borne in mind when interpreting and assessing the 
forecasts . On this occasion there is added uncertainty about the 
effects of the Gulf war and its aftermath, and the difficulty of 
predicting turning points in economic act ivity. 

Table 7 & o nomic prospects: summary 

GDP and domestic demand 
at constant prices 
Domestic demand 
of which: 

Consumers ' expenditu re 
General government consumption 
Fixed investment 
Change in stockbuilding 

(as per cent of GDP) 
Exports of goods and services 
lmpon s of goods and services 
Gros.~ domestic product 

(average measure) 
Non-North Sea GDP 
Mnnufacturing output 

Balance of payments current 
account (£ billion) 

Inflation 
Retail prices inde~ (founh quaner) 
GDP de Oator at market prices 

(fi nancial year) 2 

Money CDI' at market prices 
(flnandal year)2 

£billion 

PSBR (financial year) 
£ billion 
per cent ol' GDP 

Percentage changes on a year earlier 
unless otherwise stated 

1990 

0 

I 
l l4 

- l l4 

- l4 
414 
l 'h 

'h 
'h 

- 'h 

-13 

10 

7-ll 

7'.41 
547 

- l4 

- '"' 

PorccMt 

1991 

- 2l4 

- 114 
I V! 

- 914 

- '" I 
-I V! 

- 2 
- 2 
- 5 

-6 

4 

6 
580 

1\4 

1992 
Hl 

2 '.4 

2'.4 
I 'A 
1\4 

'h 
414 
4l4 

2 
l l4 
2 '.4 

- gJ 

3!44 

Average 
errors 

from past 
forecasts 1 

I 1.4 
I 
3 

'li 
114 
2\4 

I 
l4 

1\4 

4 'h 

l'h 

!4 

l 'h 

5!4 
1 

I A1•erage ubsolfl/e errors o•'er the previous ten year.r. 
2 Estlmntes of money GDP anti 1he GDP dejlatw for periO(/.f before the •econd 
q11aner of 1990 ha.•e />een adju,r1ed to remo>·e tlte discomlnuity arising from 1/te 
abolitiall of domestic rates. 
3 At an amuwl rate. 
4 Q2 011 Q2. 



Table 8 G ross domestic product and lis romponenls 

£ billion at 1985 pnccs. seasonally adjusted 

Consumers' General Total Chang~ Domestic Ex pons Tota l uss uss Plus G DP a l 
cx~ndiw~ government fixed in stocks ~mand or goods nnaJ impons or adjustment statistical raccor W6l 

consumpcion investment and u pmditun goods and to factor adjust~! (aver8jtt 
services services cOSt measure) 

1986 231.7 75 .2 61.5 0 .8 369. 1 107.3 476.4 106.0 52.0 -0.6 317.8 
1987 243.5 76.2 67.6 1.2 388.5 113.4 501.9 114.3 55.3 -0.6 33 1.7 
1988 260.3 76.7 77. 1 3.7 417.8 113.7 531.5 128.9 57.6 0.6 345.6 
1989 270.3 77. 1 80.2 2.2 429.8 118.8 548.6 138.3 59.3 0.5 35 1.4 
1990 272.9 78.4 78.7 - 0.7 429.3 124 .5 553.8 140.5 59.8 - 0.2 353.3 
1991 268.2 79.6 71.1 - 1.5 417.4 125.7 543. 1 138.3 58.3 0.0 346.5 

1989 HI 134.7 38. 1 40.6 2.2 215 .6 58.2 273.7 69.4 29 .4 0.3 175.2 
H2 135.6 39.0 39.6 0 . 1 21 4.2 60.6 274 .9 68.9 29.9 0.2 176.2 

1990 HI 137.6 39.4 40.8 -0.7 217. 1 62 .8 279.8 71.3 30.3 - 0. 1 178.2 
H2 135.3 39.0 37.9 0 .0 212.2 61 .8 274 .0 69.2 29.5 - 0 .2 175.2 

1991 HI 133.5 39.8 35.6 - 1.1 207.8 62. 1 269.9 68.3 29.0 0.0 172.6 
H2 134.7 39.9 35.4 - 0.4 209.6 63.6 273 .2 70.0 29.3 0.0 173.9 

1992 HI 136.6 40.3 36. 1 - 0.3 212.6 65.0 277 .6 71.6 29.8 0.0 176.2 

Percentage changes on a year earlier 1 

1989 3~ 'h 4 - 'h 3 4'11 3'A 7'.4 3 0 l !ol 
1990 I I ~ - l !ol - ~ 0 4!ol I 11h ·l4 - '" 'h 
1991 - 1'14 l'h - 9.)4 - "' - 214 I - 2 - l'h - 2'11 0 - 2 
1992 HI 2 '.4 114 1'.4 o;, 2'.4 4!ol 2!ol 4!ol 2!ol 0 2 

I For stockbuildlng and thr statistical odjustmrnr. clw11gts art uprrsud as u 
pu crnt of GDP. 



THE EFFECTS OF TAXES AND BENEFITS 
ON HOUSEHOLD INCOME, 1988 
The main pointc; are: 

(J) The effect of government expenditure and taxation is 10 

reduce the differences in income amongst households. In 1988 taxes 
and benefits (including NJ pensions) increased t11e share of total 
incomeofthe bottom fiftltofhouseholds froml.9 percent of original 
income to 6.9 per cent of pos t-tax income (Table C). Cush benefits 
play the largest part in reducing income differences. 

(2) The joint impact of taxes and benefits is greatest for retired 
households and for those non-retired households oontainjng no 
economically active people. 

(3) Results for the period 1977-1988, reworked using the new 
metl1odology, show that tl1e distribution of household income has 
become more unequal. The bottom quint ilc group's share of 
disposable income fell from 9.7 per cent to 7.6 per cent whilst the 
share of the top fifth of households went up from 36 per cent to 42 
per cent (Table N). 

Introduction 

The aim of th is analysis is to examine how the distribution of income 
amongst households in the U K is modified as a result of Government 
expcndirure and taxation. During 1988 the Oovcmment raised and 
spent £177 billion; most of tl1is revenue was raised, directly or 
indirectly, from UK households who also benefited, directly or 
indirectly, from the associated Government expenditure. In this 
article over half of this expenditure is allocated to households (see 
Table I in Appendix 1). Although greater equalityofincornes is not 
necessarily a primary aim of tl1is process, it is nevertheless one of its 
consequences. This article is the latest in an annual series pub! ished 
in Economic Trends since the early 1960s. Each year t.he article 
covers the same main ground but also has a special topic. 

Last year (ie 1987 results) we made some fundamental changes to the 
Mticle after reviewing the methodology of the analysis. 1l1e most 
importnnt change was to imroduce equivalisation (ie adjusting 
income to allow for household sit".e and composition) into t11e 
ranking process. The effecL<; of equivalisation formed las t year's 
special topic. A related change was to restrict the ranking process to 
jus t one income measure. disposable income - the previous 
methodology used original income as well as gross income and 
disposable income for ranking purposes in different tables. Other 
notable changes were to the definitions of an 'adult", and 'disposable 
income' (which now has domestic rates deducted). We have re­
worked the claw for previous years using this new met11odology, and 
the trends m the income distribution over the period 1977-1988 form 
this year's special topic. 

Equivalisation 

Equivaljsation means adjusting household income toaUow for household 
siz..c and composition. 

r or example: consider two married couples, both earning £15,000 a 
year, thcJoncs with no children and the Smiths with two children (aged 
3 and 5). The Jones have an equivalence factor of 1.00 whereas the 
Smiths have a faetor of 1.39 (where the 0.39 accounls forthe children). 
1l1e Smiths have u lower cquivaliscd income ut £10,79 1 (=-£15,000/ 
1.39) than I he Joncs ut £15,000 (=.£15,000/1.00). 

The contents arc as follows: 

Part I Detailed description of resultS for 1988 for all 
households, and for retired and non-retired 
households separately. 

Partll Trends in income distribution, 1977- 1988: re­
worked on tl1e new basis. 

Appendix I Detailed tables witl1 fine breakdown of income 
components for quintile and decile groups, and 
resulL~ for different types of household. 

Appendix 2 Methodology and definitions. 

Appendix 3 Three tables for 1988, ranked using u11adjusted 
disposable income. 

Appendix 4 Summary of the effects of taxes and benefits, 1977-
1988. 

The main data source is tl1e annual Family Expenditure Survey 
(FES). Since this article is based on a sample survey, its results arc 
subject to sampliJlg crmrs. These aregenernlly larger fonhesmaller 
household groups (furtl10r details on san1pling errors and reliability 
are given in Appendix 2). The unit of analysis is tl1c household, 
rather than the person or tax uniL This ana.lysis gives a snapshot of 
different households at various s tages in their lifecycles; it reflects 
Lhc fact that most people have less income when elderly than at their 
peak earning age. The monewry values in the tables in the main body 
of the art.icle arc rounded to the nearest£ I 0. The tables generally 
show actual annuaJ incomes and taxes (ie unadjusted or un­
cquivalised), but some of the appendix tables also give cquivaliscd 
disposable income values (shown in italics) as well. Because not 
everybody wants to use a distribution ranked by equivaliscd income, 
we have also shown three tables ranked by unadjustcd di$posable 
income in Appendix 3. 

The figures in each year's articie are free standing and are not 
intended tO be used as part of a time series with figures from earlier 
articles. However, Oini coefficients and shares of income arc 
relatively robust and can be used to gauge the trend of income 
distribution. TI1e philosophy underlying these articles is l<l use a 
given year's FES to produce tl1e most meaningful figures for tl1at 
year (on the basis of the definitions current for the FES at the time), 
ratherthan aim to produce fi gures on exactly Lhesame basis from one 
year to the next. The FES changes slightly euch year, and no special 
effort has been made in the past to ensure a fully-consistent time 
series. The major changes to tl1emethodology last year mean that the 
1987 figures arc completely incompatible with those already 
published for earlier years. 

As a special exercise. tltis year, we have re-worked the data for the 
earlier years (1977- 1986) using the new methodology of 
equivalisation. definition of ndult etc. The results arc presented in 
ParLIJ of the main article (and in Appendix 4 for cerwin summary 
tables). Readers should nole lhal even I he re-worked series is not a 
fully-consistenJ time series - this cannot be produced because of 
changes in the FES and gradual improvements to our methodology 
over the years. The FES changes slightly each year, nnd these 
changes can make one year slightly inconsistent with previous years: 
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Stages of redistribution 

Eamlngs from 
employment and 
self-employment 

plus 
Occupational 
pensions and 

annuit ies 

plus 

Equals 
ORIGINAL INCOME 
before government 

intervention 

Equals 
GROSS INCOME 

Equals 
DISPOSABLE 

INCOME 

Equals 
POST-TAX 

INCOME 

Equals 
FINAL INCOME 

Investment Income 
(Including Income 

from property) 

plus Other income 
(eg alimony, etc) 



for example in 1988 questions were introduced for retrospective re­
call of certain large expenditure items (eg [umiture) which gave 
better quality data than the usual fortnightly diary recording, but 
which introduced an unbridgeable dis-continuity with previous 
years· figures. 

Over the years many improvements have been made to the analysis 
behind tl1e figures in this article; for cxan1ple in estimating mortgage 
interest payments when d1e PES respondent can only give the last 
payment (which includes interest and capital in unla1ownproportions). 
In many cases, however, it is not practicable to re-work earlier years' 
results to incorporate improvements in methodology because of 
prohibitive cost or changes in the PES. 

Summary of methodology and sources 

Chart 1 illustrates the stages of redistribution which form the 
structure of this analysis. Initially, household members receive 
income from their employment (wages and salaries, sel f-employment 
income); from occupationill pensions; from their investments and 
from other households (cg alimony payments). Total income from 
tllese sources constitutes original income. The flow chart shows the 
various ways in which Government then raises revenue from 
households and distributes benefits to them both in cash und in kind. 

The main source of data for this analysis is the Family Expenditure 
Survey (PES) 1988. TI1is is a continuous household survey which 
collects information on t11e income, expcnditme and direct tax 
payments of each household member aged 16 years and over, and on 
household C<>mposition and other characteristics such as tenure. T n 
1988 some 7,300 households participated in the UK - about 1 in 
every 3,000 households. The reSJ)(>nse rate was 71 per cent in Great 
Bri rain: the FES in North em Ireland is a separate exercise to the rest 
ofUK, with a much larger sampling fTaction, and only a _proportion 

of tllese cases go into the UK analysis. Studies have indicated that 
tll.e FES suffers from some non-response bias, for example through 
under-representation at the very top of tlle income distribution, tlle 
elderly and the self-employed. However, in general, comparisons of 
survey results over successive years justify confidence in their 
general reliability, and examination of tllc characteristics and 
expenditure and income pauems of various groups of households 
shows a high degree of internal consistency. The data presented in 
this article have not been reweighted to takeaccountofJ10n-response 
bias, with tllc exception of some indirect taxes (see below). 

The data on household income, cash benefits, income Lax, National 
Insurance contributions and domestic rates are used directly from 
dlc PES. ln contrast, dle figures for indirect taxes (eg V AT, duty on 
beer) and benefits in kind (eg from state education) are calculated 
using an imputation process - which uses FES data, for example on 
households' expenditure and characteristics. This imputation process 
is carried out within the framework of tlle National Accounts 
aggregates, and involves many assumptions (for example on incidence 
and grossing up for non-response on alcohol cxpendirure). Some of 
these assumptions arc doubtful, and hence the results of this part of 
the analysis are subject to a wide margin of error. Tables 1 tmd 2 in 
Appendix 1 give government expenditure and irs financing for 1988, 
derived from the National Accounts. Appendix 2 gives more detail 
on dle methodology. 

RESULTS FOR ALL HO USEHOLDS 

The level of original income varies widely between households. 
Table A shows thls and other income measures for quimile groups 
ranked by equi valised disposable income (the lowest quintile group 
contains the 20 per cent of households with the lowest cquivalised 

Summary of the effects of taxes and benefits, 1988 

TABLE A 

Oulnllle groups of households ranked by 
equivalisM disposable income 

Bottom 2nd 

Average per household (£ per year)<'• 

Original income .. , 210 4 440 
plus cash benefits 3 210 2 BOO 

Gross income .. .. " 4 430 7 240 
less direct taxest" & employees' NIC 670 1 220 

Disposable income .. .. .. 3 760 6020 
le$s indirect taxes 1 080 1 470 

Post·tax Income 2 680 4 540 
plus benents In kind 2120 2020 

Final income .. 4 BOO 6570 

Average per household (number) 

Children t3l .. 0.6 0.6 
Adults 1.6 1.7 
Persons .. 2.2 2.3 

People In full· time education .. 0.5 0.5 
Economically active people .. 0.3 0.7 
Retired people 0.7 0.7 

1 Alii he tables In Part I ol I his anlcle show unequlvalls&d income: equlvall$ed Income has only 
been used In I he ranldng process 10 produce the qulntlle groups (and 10 prOduce the percentage 
shares and Glnl coefficients) . 

2 These are Income lax (which is alter lax relief at source on mo~gage imeresl and life assurance premiums) 
and gross domostic rates. 

:l Children are defined as persons aged under 16 or agod between 16 and 18. unmarried and rocolvtng 
non-advanced lurther education. 

3rd 

10 750 
1 760 

12 500 
2 450 

10050 
2 410 
7 650 
2060 
9 700 

0.8 
2.1 
2.9 

0.6 
1.4 
0.4 

Ail 
4th Top households 

16 260 29170 12 360 
1 060 720 1 910 

17 340 29 680 14 2BO 
3 790 6 690 2 960 

13 540 23 190 11 3 10 
2 900 3 710 2 320 

10 640 19 480 9 000 
i 720 1 220 1 830 

12 360 20700 10 830 

0.6 0,4 0.6 
2.1 2.0 1.9 
2.7 2.4 2.5 

0.5 0.3 0.5 
1.7 1.7 1.2 
0.2 0.1 0.4 



The composition of each qulntile group of 
households, 1988 

TABLE B 

Oulntile group ol households 
ranked by equlvallsod 
disposable Income All 

----- hous&-
Bottom 2nd 3rd 4th Top holds 

Percentages 

Household type 

Rerired 51 45 19 9 6 

Non-retired 
1 adult 10 7 7 14 18 
2 adults 7 12 18 27 4t 
t adult with childrenc•• 10 5 3 2 
2 adults with children 16 2t 34 29 20 
3 or more adultS" 5 10 19 20 15 

----
Total 100 100 100 100 

1 This group Is smaller than tho category ol•one paronttamllles" 
bocauso somo cl these families will bo contalnod In larger 
household typos. 

2 With or without children 

100 

26 

11 
2t 

4 
24 
14 

100 

disposable incomes). In the lowest quintile group the average 
number of economically active people is 0.3 and hence the average 
original income is low (£1,210 per annwn). In the highest quintilc 
group, there arc an average of 1.7 economically .active people and 
average original income is £29,170. In the lowest quintilc group, 
half of the households are retired (fable B)· defined us households 
where at least ha If the total gross income comes from retired people 
- and the majority of these havcvirtually no original income since the 
state retirement pension (including any graduated or additional 
pension) is a cash benefit. 

CHART 2 

Chart 2 illustrates the declining importance of cash benefits in gross 
income as income rises. 

Chart3 shows how the dispersion of incomes is reduced at each stage 
of the tax-benefit system. so that the average final income for cnch 
quintile group ranges from £A.,800 to £20.700, a ratio of about 1:4 
compared wiLh Lhc ratio for original incomes of about 1 :25. 

An alternative way to illustrate the extent of income rcdistribulion 
is to examine how income shares arc modified by the tax-benefit 
system (fable C). For example, households in the highest quintile 
group (when ranked by equivalised disposable income) receive 50 
per cent of all original income. After taking into account cash 
benefits, this samcgroup'sshare falls to 43 percent. Atthcolhcrend 
of the scale, the share of the lowest quinlilc group rises from 1.9 per 
cenuo 7.1 percent. A further. but comparatively smaller, compression 
of the income distribution occurs at the stage of disposable income, 
but this is reversed after indirect taxes arc taken into accounl. This 
table is calculated using equivaliscd incomes. and hence 'final 
income' has not been included. The McCiemcnL~ equivalence 
scales, which were cs ti m atcd using houscho I cl spcndi ng pa I tern!>, arc 
arguably inappropriate for equivalising non-spendublc amounts of 
income cg bcncfiL~ from education. Estimates for quintilc shares 
may be subject to relatively large sampling errors and comparisons 
should therefore be made with caution (see Appendix 2). 

The Gini coefficient is the most widely used summary measure of 
the inequality of the distribution of income (see parugruph 37 of 
Appendix 2). IL takes values between 0 and lOO per ccnL - the higher 
values indicating greater inequality. In Lhis article, Gini coefficients 
arc now calculated using cquivaliscd incomes (using the same 
equivalence scale that is applied to cquivalisc disposable income). 
The fall from 51 percent to 37 percent shown in Table C shows tJtat 
cash bcncfiL~ contributc tJ1cmostto tJte reduction in income inequali ty. 

Sources of gross Income, by qulntlle groups of equlvalised 
disposable Income, 1988 Percentage 
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CHART3 

The effects of taxes and 
benefits on qulntlle groups1 

of households, 1988 

G<o.. DIIIPOGobl• Pooi·I•IX 
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by their equhtaiMd dlspo$.0ble lneomu 
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Attention has already been drawn to lhe preponderance of retired 
household$ in the lower ranges of the distribution of original 
income; nearly half of the households in the bottom two quintile 

Percentage shares of total household income 
and Gini coefficients(,>, 1988 

TABLE C 

Percentage shares of total equivalised 
income for households ranked by 
equivallsed disposable income 

Original Gross Disposable 
income income income 

Ouintile group 
Bonom 1.9 7.1 7.6 
2nd 7 11 11 
3rd .. 16 16 16 
4th .. 25 23 23 
Top .. 50 43 42 

All households 100 100 100 

Decllegroup 
Bottom 0.8 3.1 3.2 
Top .. 32 27 27 

Gini coefficient 
(percent) .. 51 37 35 

1 This Is a mensura of the dispersion of each definition of incomo. 
Unfike I he peroonlage shnres analysis where the household 
incomes nre rnnked only onco. the Olni ooelficiont co.lculallon 
noods a separate ranking for each income definition. For oxnmple 
the ooolflclentlor origlnallncorno Is producod by llrst equlvallslng 

Post-tax 
income 

6.9 
11 
16 
22 
44 

100 

2.7 
29 

39 

the original income of off the households. then thls distribution is mnked and this 
ranked distribution Is used to calculato the ooelficiont. 

groups areretired(TableB ). The income pattern of thc rctired is very 
different from lhat of households whose head is of working age, as 
is their expencliLUre paucrn (which is reflected in their indirect tax 
payments). For lhis reason in the detailed examination of each stage 
of the tax-benefit system which fol lows, retired and non-retired 
households arc annlysed separately. 

Summary of the effects of taxes and benefits on NON-RETIRED households, 1988 

TABLED 

Ouintlle groups of NON-RETIRED households ranked by 
equivalisecf disposable income All non-re tired 

house-
Bottom 2nd 3rd 4th Top holds 

Average per household (£ per year) 

Original income .. 3 120 9 810 14 380 18 960 32 000 15 650 
plus cash benefits .. 2970 1 710 1 140 680 550 1 410 

Gross income .. 6 090 11 520 15510 19 640 32 550 17060 
less directtaxesl'1 and employees' NIC 1 030 2 190 3 290 4 380 7 240 3 630 

Disposable income .. 5 060 9 330 12 230 15 260 25310 13 440 
less indirect taxes .. 1 550 2 350 2 810 3 220 3 850 2 760 

Post-tax income 3 510 6 980 9 420 12 040 21 450 10680 
plus benefits in kind 2 650 2 440 2 020 1 560 1 170 1 970 

Final income 6 170 9 420 11 440 13 600 22620 12650 

Average per household (number) 

Children•~ 1.2 1.1 0.8 0.6 0.4 0.8 
Adults 1.8 2.2· 2.2 2.1 2.0 2. 1 
Persons 3.0 3.2 3.1 2.7 2.4 2.9 

People in full-time education 1.0 0.9 0.7 0.5 0.3 0.7 
Economically active people 0.7 1.5 1.8 1.9 1.8 1.6 
Retired people .. 0.1 0.1 0.1 0.1 0.1 0.1 

1 Those nre lncomo true (which is aher tax relief at source on mo~gage Interest Md lffe assurance premiums) and 
gross domostlc rates. 

2 ChUdron oro deflned as persons agod under 16 or aged between 16 and 18, unmarried and receiving 
non-advanced fu~her educntlon. 



RESULTS FOR NON-RETIRED HOUSEHOLDS 

Original income 

Thedisttibution of original income amongst non-re tired households 
is more equal than among all households, ranging from an average 
o f £3,120 per annum in Lhe lowest quintilc group to £32,000 in the 
highes t (fable D), a ratio of l: lO compared to Lhe ratio of I :25 for 
Lhe distribution over all households. There is a relatively strong 
relationship between Lhc original income of a household and the 
number of economically active people it contains and Table K (at the 
endoflhissection) gives n breakdown by Lhenumber ofeconomically 
active people per household. T here is nlso a s trong relationship 
between the number of children rer household and household 
income: Lhe number of children falls stendily as income rises. 

Average value of cash benefits for each 
quinti le group of NON-RETIRED 
households, 1988 

TABLE E 

Ouintile group ol NON-RETIRED 
households ranked by 
equivalised disposable income 

All 
non 
ret1red 
house 

Bottom 2nd 3rd 4th Top holds 

Average per household 
(£a year) 

Contributory 
Retirement pension 130 300 220 150 140 190 
S1cknesst injury related 280 220 120 100 80 160 
Unemployment benefit .. 130 80 60 20 20 60 
Other 70 70 70 60 30 60 

Total contributory .. 610 670 480 340 270 470 

Non-contributory 
Income support, etc 1010 220 100 30 20 280 
Child benefit .. 460 400 320 220 160 310 
Housing benefit 560 130 50 10 10 150 
SicknesS/ disablement related 130 160 90 30 50 90 
Other 200 130 90 50 40 100 

Total non-contributory 2360 1050 660 350 280 940 ---- ---- --
Total cash benefits .. 2970 1 710 1140 680 550 1410 

Cash benefits as a percentage 
ol gross Income 49 15 10 3 2 8 

Cash benefits 

Cash benefits arc of two types: contributory, paid from the National 
Insurance Fund to which inclividuals and their employers make 
contributions whi le working. and non-contributory (Table E). For 
non-retired households, non-contributory benefits fom1 Lhe most 
important source of cash benefit income. An important item, child 
benefit. is concentrated towards tltebonom oflheincomedist:ribULion, 
in proportion to the number of children per household (fable D). 
The olher non-contributory benefits arc mainly income-related, in 
particular Income Support (formerly Supplementary Benefit) nnd so 
payments are concentrated in the lowest quin tile group, although the 
presence of some individuals wilh low incomes in high income 
households means that some payments arc recorded furlhcr up the 
income distribution. Most contributory benefits, for which 
contribution records rather Lhan income arc the criteria for payment, 
<tre highest for Lhe second quintile group. On average, cash benefits 
formed some I 0 per cent of Lhe gross income of non-retired 
h()useholds: their payment resulted in a sign ifican t reduction in 
income inequality. 

Income tax, NI Contributions and domestic rates 

Bolh income tax payments and employees' National Insurance 
contributions nre closely related to the size o f original income. The 
payments by households of employees' National Ins urance 
contributions in particular vary with the number of persons in 
employment and with their enrnings. However, since Notional 
Insurance contributions are only levied on the first £305 of weekly 
earnings (Lhc ceiling in operation during most of 1988), households 
in Lhc top quinlilc group pay rather less in contributions as a 
percentage of gross income Lhan Lhc m iddlc 60 per ccn to f households 
(fable F). 

Income tax, employees' NIC and domestic 
rates as percentages of gross income for 
each quintile group of NON-RETIRED 
households, 1988 

TABLE F 

Oulntile groups of NON-RETIR£:0 
households ranked by 

All 
non· 
rotirod 
house-

equivalised disposable income 

Bottom 2nd 

Percentages 

Income tax<•• 6.3 9.4 
Employees' NIC 2.8 5.2 
Gross domestic rates 7.7 4.4 

Toral 16.9 19.0 

1 Afler lax rellol m sour eo on rrortgage lnl!l(OSI and IIIo 
assurance premiums. 

3rd 41h 

11.9 13.6 
5.8 5.8 
3.5 2.9 
----
21.2 22.3 

Top holds 

16.1 13.2 
4.0 4.8 
2.2 3.3 
----
22.2 21.3 

ln 1988 over one-third of working age individuals had insufficient 
income to pay income tax, and marginal tax rates for taxpayers 
ranged from 25 per cent to 40 per ccnL The analysis of households 
when ranked by cquivalised disposable income shows average rates 
were 6.3 per cent in the lowcstquiutilc, rising steadily to 16.1 in the 
top quinti lc. This paucm arises chieOy because the quintile groups 
arc based on (after-tax) equivaliscd disposable income. which 
means Lhatevcn the lowest quintilc is shown as paying some income 
tax. Additional reasons arc the grouping together of si~.cablc and 
diverse populations of individuals intoquintile groups of households, 
and the expression of tax as a proportion of gross (rather than 
taxable) income. 

Domestic rates, which were an indirect tax, are included here with 
income tax and N ICs on Lhe grounds Lhatthis will be Lhc appropriate 
treatment for the community charge in furure articles. Rate rebates, 
(treated as a cash benefit), were an integral part of the domestic rates 
regime. designed to aucnuate the regressive impac t of rates at t.hc 
lower end of the income distri but ion. The trcatmcn to f rates in Tab le 
F is thus unusunl, and overstates their regressive impact. 

Indirect taxes 

ln total, indirect taxes expressed as a proportion of disposable 
income fall as disposable income rises (Table G). ranging from 30 
per cent in Lhe bouom quintile group to !5 per cent in the highes t, 
though the highest quintile pay most in indirect taxes in nbsolutc 
terms. However, individual taxes have different effects. 



Indirect taxes as a percentage of disposable Income 
for each quinti le group of NON-RETIRED households, 1988 

TABLE G 

Ouintile groups of NON-RETIRED households All non-
ranked by equivalised disposable income retired 

Bottom 
Pe rcentages 

VAT .. 10.3 
Duty on beer and cider 1.2 
Duty on wines and spirits .. 0.9 
Duty on tobacco 5.4 

Duty on hydrocarbon oils .. 1.9 
Car tax and vehicle excise duty 1.2 
Other taxes on final goods and servicos 1.2 
Intermediate taxes .. 7.4 

Total indirect taxesnl 29.5 

1 The oorrespon<:ling figures using total e~pondrturo as lho donornlnator are : 
22.1, 22.3. 22.7, 22.5. 20.3 (lop gro~) and 21.8 per cent. 

V AT, tobacco duty, beer duty and intennediate taxes (see box below) 
all fall as a percentage of disposable income as income rises. The fall 
in tobacco duty payments as a percentage of income is particularly 
marked. For expenditure items relating to motoring (ie car tax and 
duty on hydrocarbon oi Is). the tax as a proportjon of income is similar 
for the bottom fourquintile groups but much lower for lhe top group. 

INTERMEDIAT E TAXES 

Some indirect taxes, such as V AT and excise duLics on petrol. 
alcohol. tobacco. etc have a direct effect on the final price of 
goods and services. However, the producers of these goods 
and services also incur costs such as employers' National 
Insurance contributions, non-domestic rates, and duty on 
hydrocarbon oils, partofwhich they may pass on to households 
in the price of their producL~. These are called inte rmediate 
UlXeS. 

The incidence assumptions used for these taxes arc more 
difficult and contentious than those used for other taxes, so 
the figures must be regarded as very rough estimates. 

Although some indirect taxes arc less regressive than others, Table 
G shows thalthe impact of virtually all the indirect taxes declines for 
tlle top quintilc group compllred with the fourt11 quinlile group. This 
is so partly because higher income households tend lo spend a 
smaller proportion of their income than households with smaller 
incomes. 1f the incidence of indirect taxes were to be expressed in 
terms of expenditure rather than income, t11ey can be shown to be 
much less regressive. 

Benefits in kind 

Government current expenditure in providing certain goods and 
services to households either free at the time of use or at subsidised 
prices is converted by imputation into the equivalent of an income 

house-
2nd 3rd 4th Top holds 

---
9.1 8.7 8.4 6.6 8.6 
1.1 1.2 0.9 0.5 1.0 
0.8 0.8 0.9 0.8 0.8 
3.1 2.3 1.7 0.7 2.6 

2.0 1.9 1.8 1. 1 1.7 
1.3 1.2 1.2 0.8 1. 1 
1.9 1.6 1.4 1.0 1.4 
5.9 5.3 4.9 3.9 5.5 

25.2 23.0 21.1 15.2 22.8 

flow to individual households in order to arrive at final income. The 
largest two items for which such imputations arc made arc the health 
and education services, which together accounted for 23.7 per cent 
of total general government expenditure in 1988. Ot11cr items for 
which imputations are made arc school meals and welfare milk,thc 
housing subsidy and travel subsidies, together accounting [c>r u 
further 1.8 per cent of general government expenditure. 

Educntion benefit to individual households is imputed by reference 
to the number of pupils and studcnLS in the state sector in the 
households (students living away from home arc not included as part 
of t11eir parents ' household), and to the type of education they arc 
receiving, lJJough no allowance is made for differing costs between 
local authorities. No benefit is allocated for pupils at private schools. 
The bollom quintile group contains the highest number of children 
and consequently the highest number of those in full-time education 
(Table D). This is the main reason for this quintilc group being 
allocated the hjghest average imputed benefit (table H). Another 
important factor is the presence of the miJjority or student-only 
households. for whom the costs of education are greatest. Similarly 
the impact of expenditure on school meals and welfare milk is 
greatest in the lower income groups where children arc more likely 
to take school meals and have them provided free of charge. 

Data are available on the average cost to the Exchequer of providing 
t11e various types of health care- hospital inpatientfoutpmiem care. 
GP consultations, dental services ctc - and it is possible to estimate 
tl1e use made of each service on average by individuals of different 
ages and sex. Using this information, an imputed benefit from the 
state health service can be allocated to each individual in the FES 
~ample; no al lowance is made for the use of private health care 
services. These benefits arc then aggregated for members of tlte 
household to yield figures on a household basis, so that not only the 
sex and agccomposirion but also the sizeofthe household determines 
t11e allribution ofhealtJ1 service benefits. 

Age and sex are by no means t11e only possible detenninanL~ on 
which to base the al location, but age is certainly a very important 
factor. Data avai lability also limits the choice of detenninants - the 
FES eollecl!; little infonnation on heultl1 or use of health services. 
Table H indicates that these benefits decline steadily with income. 



Housing subsidy is the sum of Exchequer subsidy and local authority 
determined rate fund conlribulions to the housing revenue accounl. 
Thus housing subsidy as defined here has been spread between 
public sector tenants, and since such households tend to be 
concentrated in the lower half of ll1e income distribution this is 
where Lhc subsidy is highest. In these articles, Lax relief on mortgage 
interest is treated as an adjustment to income tax, not as part of the 
housing subsidy analysed in Table H. 

Average value of benefits in kind for each 
qulntlle group of NON-RETIRED 
households, 1988 

TABLE H 

Average per household 
(£a year) 

Education 
National health service 
Housing subsid~'' 
Travel subsidies 
School meals and 
welfare milk .•. 

Total 

Benefits In kind as a 
percentage of post· tax 
income 

Ouintile groups or NON-RETIRED 
households ranked by 
equivalised disposable Income 

Bottom 2nd 3rd 4th Top 

1 530 1 380 1020 74() 400 
870 940 890 73() 680 
120 60 40 2() 10 
30 40 50 5() 70 

100 30 20 1() 10 

-- ----- --- --
2650 2 440 2 02() 1 560 1 170 

75 35 21 13 5 

1 Does nol include IWt ro&olataourco on mortgage payments. These 
1\fO token into oocounl ln lhe lnoome IWt paymenls shown in Table F. 

All 
non· 
retired 
house­
holds 

1 010 
820 

50 
50 

30 

1970 

18 

Travel subsidies cover the passenger clement of llu~ grants made to 
various public operations covering both buses and railways. The use 
of public transport by non-retired households is partly related to the 
need to rravclto work and thus to the number of economically active 
people in a household and so the combined effect of these travel 
subsidies increases over thu income distribution. 

Table H shows that taken together the absolute values of these 
benefits in kind clearly decline as household income increases. As 
a proportion of post-tax income, benefiL~ decrease from 75 per cent 
in the Jowcstquintile group to 5 percent in thchighestquintilcgroup, 
indicating lltat this expenditure contributes to the reduction in 
income inequality. 

Summary 

The overall effect oft he various stages of the tax-benefits system on 
non-retired households is summarised in Table J. Households in the 
highest quintile group {when ranked by cquivalised disposable 
income) receive 44 per cent of all (cquivaHscd) original income, 
compared with 3.5 per cent received by the lowest quintile group. 
However, after direct taxes and benefits are taken into account, the 
share of the lowest quintilc group rises to 7.4 per cent and that of the 
highest falls to 41 per cent. Cash benefits are the major factor 
underlying ll1ese changes, causing the Gini coefficiem to fall from 
42 per cent based on original income to 35 per cent based on gross 
income. Income tax, employees' National Insurance contributions 
and rates produced n further reductjon in inequality, but payment of 
indirect taxes increases inequality. 

Percentage shares of total household Income 
and Ginl coefflclents<1> for NON-RETIRED 
households, 1988 

TABLE J 

Percentage shares of total equivalised 
Income for NON-RETIRED households ranked 
by equivallsed disposable Income 

Original Gross Disposable Post· tax 
income income income income 

Ouintlle group 
Bouom 3.5 7.0 7.4 6.5 
2nd •. ,, 12 !3 12 
3rd .. 17 17 17 t6 
4th .. 24 23 22 22 
Top .. 44 4t 41 43 

All non-retired 
households 100 100 100 100 

Dec1le group 
Bouom 0.9 2.8 3.0 2.4 
Top .. 28 26 26 28 

Glnl coefficient 
(percent) 42 35 33 38 

1 This Is a moasuro oltho dlspe<slon ol each doflnhlon of Income. 
Unlike I he porcomago &hares analysis whoro I he household incomes are 
rnnkod only once, the Glnl coolllclenl calculation needs a separate ranking 
tor each Income dollnlllon. For exarrple, I he coelllclenllor origltlallnoome 
Is produced by firs I oquivalising I he original inoomo ol alllhe households. 
then I his doslllbutlon Is rankod and I his rankod dlsllrbulion Is used 10 calculalo 
the coollldent. 

Econom ic activity 

As alrcadymenlioncd. the size of original income is largelydetem1ined 
by the number of economically active people in the household - even 
though someone may be defined as economicaiJy active if they have 
been out of work for up to a year as long as they arc seeking work. 
This relationship between income and economic activity amongst 
non-retired households is explored further in Table K, in which 
households arc classified according to the number of economically 
active people they contain. 

Original income ranges from 1m average of £ 1,070 per annum in 
households where there arc no economically active people to an 
average of £24,950 for households where there arc three or more. 
Cash benefits nrc concentrated in households where no-one is 
economicully active and here they fonn 79 per cent of gross income: 
but they remain important, at I 0 per cent of gross income, for those 
where one household member is economically active. This latter 
group will contain u number of households where no-one is currently 
in work. 

Not only does average original income differ widely between the 
four household groups in Table K, but there is aJso a considerable 
d i ffcrence in ll1e degree of variation of income within the groups. As 
measured by the Gini coefficient. variabiHty in original income is 
very high amongst households where no-one is economically active 
but wheretwoormorcpcrsons arecconomicallyaclivc the variubility 
is considerably less. Equally, the tax-benefitsystem has the effect of 
substantially reducing inequality between ll1e different types of 
households within the economically inactive group. This results 
largely from the diverse nature of ll1e economically inactive group, 
which ranges from single parenL~ with young children, single full­
time students, the disabled, and households where no member has 
been uble tC> find work during the 12 months prior to intervicw,to a 
small number of households where income from other sources such 
as invesunenL~ means that they huvc no need to work. 



Average Incomes, taxes and benefits by the number of economically active people 
per NON-RETIRED household, 1988 

TABLE K 

Number of economically active poople"1 por household 

None One Two Three or more 
----

Number of households in the sample 606 1948 2233 594 

Average per household (£ per year) 

Original income 00 1 070 12 150 20190 24 950 
plus cash benefits .. 4 130 1 410 810 910 

Gross Income 5 190 13560 21 000 25 870 
less direct taxes'" & employees' NIC 490 2950 4 580 5 450 

Disposable Income 4 700 10610 16 420 20 420 
less indirect taxes 00 

1 210 2 220 3 200 4 400 
Post-tax income 3 490 8 390 13 210 16 010 

plus benefits In kind 2 580 1 730 1 910 2 340 
Final income .. 6 070 10120 15 130 18 360 

Glnl coefficients (percent) 

Equlvalised original income 87 41 33 23 
cquivalised gross income .. 23 35 31 22 
Equivalised disposable income 23 33 30 21 
Equivalised post-tax income 00 30 38 34 25 

1 ECOilomlcally aalve people con,lflle et1llloyees. the soli efT4l(oyod and Olhors not in OfTllloymonl but who aro 
soeking Of Intending. when able. to seok work. 

2 These are Income tax (which Is after tax relief at source on mortgage imerest and ~le assurance 
promiurr&) and greet domestic ratos. 

RESULTS FOR RETIRED HOUSEHOLDS 

Retired households have quite distinct income and expenditure 
patterns and so the tax-benefit system affects them in a different way 
from non-retired households (Table L). Few retired households have 
substantial orig inal income; those who do are concentrated in the top 
two quintile groups and arc receiving occupational pensions. The 
majority of retired households arc dependent on cash benefits, in the 
form of state retirement pensions and income-related benefits such 
as Housing Benefits and Income Support to pensioners. 

Cash benefits form a very high proportion of gross income for all but 
the better-off retired households. However, unlike non-retired 
households,thebulkof thesecash benefits are paid from the National 
Insurance Fund into which the recipients will have made contributions 
throughout their working lives. 

People over pensionable age do not pay National Insurance 
contributions so the small payments recorded are made by non­
retired people living in households defined as retired (see Appendix 
2 paragraph 7 for details of defmition). All households except those 
in the highest quintile group of retired households pay very little 
income tax, because their income is unlikely to exceed their laX 

allowances unless they have significant income from investments or 
occupational pensions in addition to their state retirement pension. 
TI1e largest indirect tax payment made by retired households is VAT, 
and the top quintj)e group pays more than twice as much as the 
average for all retired households. 
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CHART 4 

The effects of taxes and 
benefits on retired and 
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Effects of taxes and benefits on RETIRED households, 1988 

TABLE L 

Quintile groups of RETIRED households ranked by All 
retired 
house­
holds 

equivalised disposable income 

Bottom 2nd 3rd 4th Top 

Average per househo ld (C per year) 

Original income 
plus cash benefits 

440 620 830 2 700 10 270 2 970 

Contributory 
Retirement pension 2 480 2800 2 460 2 630 2 670 2 610 
Sickness/ injury related 50 60 60 140 200 100 
Unemployment benefit 10 10 20 10 
Other 20 20 30 50 30 30 

Non-contributory 
Income support/ Supplementary benefit 110 80 90 90 40 80 
Child benefit 10 
Housing benefit 160 480 660 330 40 340 
Sickness/ disablomont related 60 100 250 240 130 
Other 20 40 50 40 60 40 

Gross income .. 3300 4 170 4 310 6 230 13 5SO 6 320 

loss income ta~'' 100 40 90 370 2 130 550 
loss employees· NIC .. 10 30 10 
less domestic rates(gross) 480 440 450 500 680 510 

Disposable income 2 710 3 6SO 3 770 5 350 10 740 5 250 

less indirect taxes 
VAT .. 250 240 210 410 800 3SO 
Tobacco duty 50 100 so 100 70 so 
Other taxes on final goods & services 200 210 1SO 320 590 300 

Intermediate taxes 230 220 210 310 530 300 

Post-tax income 1 990 2920 30SO 4 200 8 750 4 190 

plus benefits in kind 
Education 20 10 40 10 
National health service 1 430 1 330 1 230 1 220 1 200 1 2SO 
Housing subsidy''' 40 110 140 90 20 80 
Travel subsidies 50 60 50 50 60 60 

Final income 3 530 4 410 4 510 5 570 10 080 5 620 

1 Aft or tnx rolief nt source on mortgage interest nnd life nssurnnce premJums. 
2 Does not Include tnx rehef nt source on mortgngo p.~ymonts, which is included in the income tnx p.~ymonts 

shown above. 

Re tired households derive significant bcnefiL~ from health services 
and, to a lesser extent. the housing subsidy and travel subsidies, 

though of course virtually none from the education service. Health 
benefit is spread fairly evenly within the group of retired household~. 
as a result primarily of the attribution method used. but housing 
subsidy is substantially higher for the middle three quintile gmups 
s ince t.hey have the highest concentration of public sector tenants. 
The bcnefiL~ received by retired households from travel subsidies are 
mainly for bus travel, particularly inthefom1of concessionary fares, 
passes. etc. for senior citizens, and since these are not usually means­
tested but depend instead on what sort of scheme is being operated 
by their local authority, tJ1ere is no particular relationship with 
income. 

Table M shows tlte extent to which income inequal ity amongst 
retired households is reduced by the tax-benefit system. Cash 
benefits play by far the largest part in bringing about this reduction 
and income tax payments make a further. though much smaller, 
contribution. Payments of indirect taxes result in an increase in 
dispersion. 

A comparison of Table M with Table J shows that although the 
distribution of original income amongst retired households is much 
more unequal than that within the non-retired household group, the 
distribution of post-tax income is more equal amongst the retired 
tJu1n amongstthe non-retired. Chart4 illustrntes the different impact 
which the tax-benefits system has on retired and non-retired 
households. 



Percentage shares of total household income 
and Gini coefficients<1J for RETIRED 
households, 1988 

TABLE M 

Percentage shares of total equivallsed 
income for RETIRED households ranked 
I?Y..E2:9ulvalised diseosable income 

Original Gross Disposable 
income income income 

Ouintile group 
Bottom .. 3:2 11.1 10.8 
2nd 4 13 14 
3rd 6 15 16 
4th 19 20 20 
Top 68 40 39 

All households 100 100 100 

Decile group 
Bottom .. 1.3 5.1 4.8 
Top 48 26 25 

Gini coefficient 
(percent) 69 29 27 

I This is a measure of the dispersion ol each definition ol income. 
Unlfko tho percentage shares analysis whore tho household incomos 
aro ranked only once, the Glni coefficient calculation n~eds a separato 
ranking tor each Income d~finltion. For example, the coefficient for 
original income is produced by first equivnllsing I he originnl income of 
all the households. then this distribution is ranked and this ranked 
distribution is usad to calculate the coofflcient. 
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TRENDS IN INCOME DISTR113UTION, 1977-1988: 
RE -WORKED ON THE NEW BASIS 

This partofthearticleexamines the changes which have taken place 
between 1977 and 1988 in the impac t of taxes ami benefits on 
household incomes; the pre-1987 data huve been re-worked using 
the new meth<Jdology of cquivalisation etc. However., as we noted 
inthe.lntroduetion, even there-worked series is not a fu lly-consistent 
time series - though it is sufficientlyconsistcnL to shed I ighton broad 
trends in income distribution. The main conclusi(m is that the 
distribution ofhouschold income has become more unequal over the 
11 years. The bottom quintile group's share of total disposable 
income fell over the period from 9. 7 ro 7.6 per cent, whilst the share 
of the top quinriJe group rose from 36 to 42 per cent (Table N). 

As the percentage shares of income of quin tilc groups are subject to 
sampling errors they are given only to the nearest integer. However, 
because the percentage shares for the bottom quintilc groups arc 
smaU these arc given to the nearest tenth of one perccnL This should 
not be taken to indicate that the figures for lhcbottomquinti le groups 
can be estimated more accurately than for other quintile groups. A 
full discussion of the margin of error of the estimates is given in 
Appendix 2. The scale of the errors can be seen in Tables I and 2 of 
that appendix. 

Cash benefits have had the most important role to play in reducing 
income dispersion, and they increased in importance over the period. 

In 1977 the bottom quinti le group of households accounted for 3.6 
per cent of total original income (TableN), and by 1988 this share 
ofrotalincomehad fallen ro 1.9 per cent. The original income oflhc 
t<)p quintile l,'l'Oup grew much faster than that of the other quintilc 
groups, so t!)at its share of total original income rose from 43 to 50 
per cent, whilit the s hares for the other quintile groups have 
declined. The story is similar for all the four measures of income 
shown in Table N but original income shows the strongest trend. The 
G ini coefficients shown inTable O giveasummaryoftltedistribution 
of income, and they also show increasing income inequality. The 
coeffic ients increased (signifying a more unequal dimibution of 
income) for all four measures of income, but here the one for post· 
tax income went up the most. 

Over the period 1977 to 1988 there h<L~ been a shift in the balance of 
personal taxation from income to cxpendit11rc, particularly for the. 
lower income groups, and this is rellected in Table P. Income tax, 
National Insurance and rates fell from 23 per cent of gross income 
in 1977 tO 2 1 per cent in 1988, averaged over al l ho useholds. T he 
largest change was between 1977 and 1979, when there was a c ut in 
the rate of income tax and real increases in personal allow:mccs. 
Indirect taxes rose as a percentage of disposable income for the 
lowest fo ur quintilc groups, with the bottom group showing the most 
marked rise. The main shift occurred bel ween 1979 and 1981, 
reflecting the rise in the V AT rate in 1979. But changes in indirect 
payments in relation to income between 1977 and 1988 also rellcct 
changes in saving behaviour and in the pau·ern of cxpcndiwre, 
particularly for the top quintilc, as well ns chmtges in tax rates. 

Table P also shows the increasing importance of cash benefits to 
households in the lowest two quinti le groups: cash benefits as a 
percentage of gross income rose from 58 to 73 percent l'<.1r the bottom 
quinti le group, and from 27 to 39 per cent for the second quinti le. 

Composition and housing tenure type of the top and 
bottom quint ile groups 

This short section looks at he changes in composition and housing 
tenure that have taken place in the top and bottom quintile groups 
over the period 1977-1988. The composition (ic household type) of 
the top and bottom qui mile groups has changed only slightly (Table 
Q), with tl1e retired households continuing to dominate tltc bottom 
qnint ilcgroup and '2 adultnon-retired' households being the largest 
type in t11c top quinti le. 

The tenure type has shown more change over the period (Table R), 
with Lhc proportion of owner-occupiers in the top quimile group 
ri~ing from 7l to 9 1 per cenL of the group whilst the pmporti<m of 
public sector remers fell from 17to 4 per cent. ln t11c bottom quint ilc 
group, there were increases in owner-occupation (from 38 to 41 per 
cent) and public-sector renting (from 44 to 49 per cent) at the 
expense of private-sector re nting which fell from 1 7 to 8 per cent. 
Table R a)S(l give$ the average number of people per household: tht 
bottom quintilc group has consistently less adults (around 1.7 per 
hou.~ehold) than t11e top quintilc group (around 2.1 per household). 



Percentage shares of original, gross, disposable and post-tax Income by qulntile groups 
of households(1l, 1977-1988 

TABLE N 

t977 t979 t98t t983 t985 t987 1988 

Equlvallsed original Income 
Oulntile group 

Bottom 3.6 2.4 2.9 3.0 2.5 2. t t.9 
2nd to tO 9 8 7 7 7 
3rd 18 t8 t7 t7 17 t6 t6 
4th 26 27 26 26 27 25 25 
Top 43 43 46 47 47 50 50 

All households tOO tOO tOO tOO tOO tOO tOO 

Equlvallsed gross Income 

Ouln tile group 
Bouom 8.9 8.5 8.4 8.5 8.3 7.5 7. 1 
2nd t3 t3 t2 t2 t2 1t 11 
3rd 18 t8 17 t7 t7 16 16 
4th 24 24 23 23 24 23 23 
Top 37 37 39 39 40 43 43 

All households 100 100 100 t OO tOO 100 t OO 

Equivallsed disposable Income 

Ouintile group 
Bottom 9.7 9.4 9.3 9.5 9.2 8.2 7.6 
2nd 14 t3 t 3 13 t3 t 2 t1 
3rd 18 18 17 17 17 t 6 t6 
4th 23 23 23 23 23 23 23 
Top 36 36 38 38 38 41 42 

All households 100 100 100 100 tOO 100 tOO 

Equlvallsed post-tax Income 

Oulntile group 
Bono m 9.4 9 .5 9.0 8.9 8.6 7.6 6.9 
2nd 14 t3 13 13 13 12 11 
3rd 17 18 17 17 17 16 16 
4th 23 23 22 22 23 22 22 
Top 37 37 39 39 39 43 44 

All households 100 100 100 100 100 100 100 

1 Ranked by aqufvallsed disposable lnC0018. 

,I 

Gin I coefficients for the distribution of 
income at each stage of the tax-benefit 
system, 1977-1988 

TABLE 0 

1977 1979 1981 1983 1985 1987 1988 

Glnl coefficients (per cent) --- ----
Equlvallsed orlglnallncome 43 44 46 48 49 51 51 
Equivalised gross income 29 30 31 32 32 36 37 
Equivalised disposable Income 27 27 28 28 29 33 35 
Equivalised post-laX income 29 29 31 31 32 36 39 



Taxes and benefits as percentages of Income by qulntlle groups of households1' 1, 1977-1988 

TABLE P 

1977 1979 1981 1903 1905 1907 1988 

Cash benefits as percentages ot gross income: 

Bottom quintile group .. 50 68 64 66 72 ·72 73 
2nd .. 27 29 33 41 43 42 39 
3rd 12 13 14 17 16 16 14 
4th 6 6 7 9 8 7 6 
Top .. 3 3 3 4 3 3 2 

Average over all households 13 14 14 17 16 15 13 

Income tax, NIC and domestic rates as percentages of gross Income: 

Bottom quintlle group .. 10 12 14 13 13 13 15 
2nd .. 20 16 17 16 16 16 17 
3rd 22 20 21 22 20 20 20 
4th 24 22 23 24 23 22 22 
Top .. 24 23 24 25 25 24 22 

Average over all households 23 20 22 22 22 21 21 

Indirect taxes as percentages of disposable Income: 

Bottom qulntile group .. 23 21 26 27 27 27 29 
2nd .. 21 21 23 23 23 23 25 
3rd 21 22 23 24 23 23 24 
4th 20 21 22 23 22 21 21 
Top .. 17 19 19 19 18 16 16 

Average over all households 20 21 22 22 21 20 20 

Benefits In kind as percentages of final income: 

Bottom qulntile group .. 40 39 43 41 39 42 44 
2nd .. 30 30 31 31 29 30 31 
3rd 23 22 23 23 22 21 21 
4th 16 15 16 16 14 14 14 
Top .. 9 8 0 9 7 6 6 

Average over all households 20 19 20 20 18 17 17 

!Ranked by equlvallsed dlspooable Income. 

The composition (le household type) of the Tenure type and average household size for 
top and bottom qulntlle groups of the top and bottom quintlle groups of 
households(') , 1977-1988 households1'' , 1977-1988 

TABLE 0 TABLE R 

1977 1979 1981 1983 1985 1987 1986 1977 t979 1901 1983 1905 1967 1908 

Percentages 
Bottom quintile group 

Bottom qulntlle group 
Tenure type (per coni) 

Public sector rented .. 44 47 51 44 47 47 49 
Household type Privately rented 17 15 ,, 11 10 9 0 

Retired 56 65 53 45 47 46 51 Owner occupied 36 37 36 44 4 t 43 41 
Non-retired Rent-free .. 2 2 2 2 2 2 1 

1 adult 5 6 5 9 9 7 10 
2 adults 7 5 6 8 9 8 7 All tenure types 100 100 100 100 100 100 100 
1 adult with chi ldren 7 6 7 6 7 9 10 
2 adults with children .. 21 16 22 22 21 19 16 Average per household (number) 
3 or moro adults m 5 4 7 8 6 6 5 Persons 2.4 2.2 2.5 2.6 2.4 2.4 2.2 

Adults 1.6 1.6 1.7 1.7 1.7 1.7 1.6 
All households in the Children 0.7 0.6 0.6 0.6 0.7 0.7 0.6 
boHom quintile group 100 tOO 100 100 100 100 100 Economicaliy acllve :: 0.5 0.4 0.6 0.4 0.4 0.3 0.3 

Relired 0.8 0.9 0.6 0.7 0.7 0.7 0.7 

Top qulntlle group 
T'i'! qulnlile group Household type 

Retired 4 4 5 7 7 6 6 
enure type (per cent) 
Public sector renled .. 17 14 11 6 5 4 4 

Non-retired Privately rented 10 6 7 5 4 5 4 
1 adult 13 14 14 16 15 10 18 Owner occupied 71 77 80 65 89 69 91 
2 adults .. 43 44 42 36 41 40 41 Rent-free .. 2 2 2 2 2 1 1 
1 adult with children 1 1 1 1 1 
2 adults with children .. 20 16 19 22 20 20 20 All tenure types 100 100 tOO tOO 100 100 100 
3 or more adults m 20 19 10 16 16 14 15 

Average per household (number) 
All households In the Persons 2.5 2.5 2.5 2.5 2.4 2.4 2.4 
top quintile group 100 100 100 100 100 100 lOO Adults 2.1 2. 1 2.1 2.0 2. 1 2.0 2.0 

Children 0.4 0.4 0.4 0.4 0.4 0.4 0.4 
1 Ranked by equlvallsed disposable lncomB. Economicaliy active :: 1.9 1.9 1.8 1.7 1.7 1.7 1.7 
2 With or w~hout children. Retired 0.1 0. 1 0.1 02 0.2 0.2 0.1 

I Rnnkod by oqulva!lsod dl•posnblo Income. 



APPENDIX 1 

Detailed tables with fine breakdown of income components for quintile and decile g•·oups, 
and results for different types of household, 1988 
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General government expenditure In 1988 

TABLE 1 (Appendix 1) 

Allocated expenditurel'l 

Allocated cash benefi ts 

Contributory (National Insurance, e tc) 
Retirement .. 
Widows and guardians 
Unemployment .. .. 
Sickness/ Statutory sick pay 
Invalidity 
Maternity 
Disablement .. 
Other .. 

Non-contributory 
Family benefits .. 
Supplementary benefits 
War pensions .. 
Other .. 

Student maintenance grants 121 

Rent rebates and allowances 

Allocated benefits in kind 

Health services 
Education 
School meals and welfare milk 
Housing subsidy .. 
Travel subsidies 131 

Unallocated expenditure 

Other current expenditure 
Capital expenditure 
Debt interest .. .. 
Non-trading capital consumption 

Total expenditure 

1) Including ooneths 10 peopiO no1 living In prillme households. 11 
Is nol possible (tor lho ronsons given In Appondlx 2. paragraph 1) 
10 allocale al of Gove<nrrenl oxpendlluro 10 households. 

2) Es11matod. 
3) Including concessionary tares oxpondllure. 

£ million 

19 470 
890 

1 260 
1 050 
3 370 

260 
460 
280 

5 270 
8 020 

570 
2 430 

850 
3 690 

21 800 
20 280 

660 
1 400 
1 080 

93100 

59 210 
4 020 

18030 
2 890 

177 250 

Percentage 
of total 

expenditure 

11.0 
0.5 
0.7 
0.6 
1.9 
0.1 
0.3 
0.2 

3.0 
4.5 
0.3 
1.4 

0.5 
2. 1 

12.3 
11.4 
0.4 
0.8 
0.6 

52.5 

33.4 
2.3 

10.2 
1.6 

100.0 

Source: UnltiKI Kingdom Notional Accounts. 1989 edition, Tnblo 9.4 



Financing of general government expenditure In 1988 

TABLE 2 (Appendix 1) 

Allocated financing I•> 

Income tax ~~ .. 

Employees' and self-employed NI contributions 

Indirect taxes 
Domestic rates (net of rebates) 

Taxes on final goods and services 
VAT .. .. 
Duty on beer and cider 
Duty on wines and spirits 
Duty on tobacco .. 
Duty on hydrocarbon oils 
Car tax and vehicle excise duty 
Other 

Taxes and NI contributions on intermediate goods and services 
Employers' NI contributions .. 
Commercial and industrial rates 
Duty on hydrocarbon oils 
VAT .. 
Vehicle excise duty 
Other 

Unallocated financing 

Employers' NI contributions not allocated 

Indirect taxes 
Commercial and industrial rates not allocated 

Other taxes on expenditure not allocated 
VAT .. .. .. 
Duty on hydrocarbon oils 
Other .. 

Other taxes 
Corporation tax 
Petroleum revenue tax 
Taxes on capital 

Other receipts 131 

Non-trading capital consumption 

Government borrowing requirement 

Total financing 

1 Including taxes paid by people not living In prlvato households. 
2 Net of tax relief at100rce on mottgage Interest and ife assurance premiu11111. 
3 Aeoelpts ol rent, roya)les and licence fees on oil and gas j)IOduction, 

tncerest, dividends. trading incomo and miscellaneous tr-actions {not). 

1: million 

43 720 

15 170 

8 850 

20 470 
2 040 
2 130 
4 760 
3 970 
2 480 
2 730 

5 420 
4 500 
2 290 
1 480 

600 
660 

121 270 

11 090 

5 230 

6 150 
2 060 
4 630 

15 810 
1 510 
4 760 

10 740 

2 890 

-8 890 

177 250 

Percentage 
of total 

financing 

24.7 

8.6 

5.0 

11 .5 
1.2 
1.2 
2.7 
2.2 
1.4 
1.5 

3.1 
2.5 
1.3 
0.8 
0.3 
0.4 

68.4 

6.3 

2.9 

3.5 
1.2 
2.6 

8.9 
0.8 
2.7 

6.1 

1.6 

-5.0 

100.0 

Source: United Kingdom National Accounts, 1989 edltlori. Tablo 9. t 



Average Incomes, taxes and benefits, 1988 

By qulntlle groups of households 

TABLE 3 !A2~ndix 1) 

Oulntile groups of households ranked by equivallsed disposable income All 
house· 

Bottom 2nd 3rd 4th Top holds 

Average par household (£par year) 

Qulntlle points (equivalised f::) 4 816 6 910 9594 13 701 

Number of households in the sample 1 453 1 453 1 453 1 453 1 453 7 265 

Original income 
Earnings of main earner .. .. 740 3089 7400 10 829 19499 83t1 
Other eaml~s .. 86 471 1 942 3 827 6195 2 504 
Occupation pensions, annuities 160 503 788 830 1304 717 
lnvesrment income ... 158 263 480 594 1953 690 
Other income 67 115 136 174 216 142 
Total 1 211 4 440 10746 16255 29166 12 364 

Direct benefits In cash 
Contributory 

Retirement pension .. .. 1 374 1 312 679 406 298 814 
Uno":lfloyment benefit .. .. 75 62 55 38 20 50 
lnvall lty pension and allowance .. 123 175 11 8 56 29 100 
Statl.!tory sick p~ .. .. 3 18 33 42 35 26 
Industrial injury 1sablement benefit 2 13 16 14 8 11 
Slckness~dustrlal lnjury benefit 12 11 5 6 8 8 
Widows' nefits .. .. 38 39 36 61 25 40 
Statutory Maternity allowance/pa~ 3 6 11 12 10 9 
Miscellaneous contributory bene us 8 9 4 3 2 5 

Non-contributory 
Income supporV Supplementary benefit .. 675 249 125 57 19 225 
Child benefit .. .. 244 228 298 242 154 233 
Housing benefit .. 478 400 95 21 6 200 
Invalid care allowance 2 10 11 1 2 5 
Anendance allowance .. 7 42 52 14 16 26 
Mobility allowance 14 42 40 16 15 25 
War pensions .. 6 8 16 5 8 9 
Severe disablement allowance .. 35 64 52 28 21 40 
Student maintenance awards 37 30 28 21 27 29 
Government training schemes :: 28 28 47 20 7 26 
Family crediV Income supplement 29 27 10 3 14 
Other non-contributory benefits .. 22 26 24 14 6 18 

Total cash benefits 3215 2 798 1 756 1 080 715 1913 

Gross Income 4 426 7 239 12 501 17336 29 881 14 277 

D~rect taxes and Employees' NIC 
Income tax .. 185 579 1 497 2603 5293 2032 
less: Tax relief at source (1) 35 68 192 325 514 227 
Employees· NI contributions 53 229 613 944 1 214 610 
Domestic rates (gross) .. 465 480 530 569 696 548 
Total .. 667 1 2.20 2448 3 792 6689 2 963 

Disposable income 3 759 6019 10 053 13 544 23 192 11 313 

Egulvallsed disposable Income 3836 574 1 8228 11 423 21 323 10 110 
(Standard error .. 44 71 TOO 136 685 162) 

Indirect taxes 
Taxes on final goods and services 

VAT .. .• 358 511 891 1 125 1 589 895 
Duty on tobacco .. 168 196 254 249 177 209 
Duty on beer and cider .. 33 58 t09 131 116 89 
Duty on wines 7 9 22 35 81 31 
Duty on spirits .. 28 44 62 80 109 65 
Duty on hydrocarbon oils 62 99 192 243 277 174 
Car Tax .. 7 16 37 52 68 36 
Vehicle excise duty 33 so 95 111 126 83 
Television licences 43 47 53 54 55 50 
Stamp duty on house purchase .. 6 8 20 29 56 24 
Customs' duties .. 20 26 40 48 60 39 
Betting taxes 20 29 54 48 41 38 
Other 9 13 15 18 20 15 

Intermediate taxes 
Commercial and industrial rates .. 88 114 174 210 293 176 
Employers' NI contributions 100 130 201 244 343 204 
Dury on hydrocarbon oils 45 56 84 101 136 84 
Vehicle excise duty 11 14 21 25 34 21 
Other 42 55 83 99 136 83 

Total indirect taxes 1081 1475 2408 2902 3 714 2316 

Post-tax income 2678 4 544 7645 10 642 19 478 8 997 

Benefits in kind 
Education 793 792 961 812 416 755 
National health service 1122 1 062 977 822 71 7 940 
Housing subsidy .. 104 104 47 28 11 59 
Rail travel substdy .. 9 11 28 27 52 25 
Bus travel subsldJ .. 33 34 23 20 15 25 
School meals an welfare milk 62 22 20 13 8 25 
Total 2 124 2024 2 056 1 722 1 219 1 829 

Final income 4 802 6568 9 701 12 363 20 697 tO 826 

1 On mongage Interest and llo assuranco promlums. 
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Average Incomes, taxes and benefits, 1988 

By decile groups of households 

TABLE 4 (Appendix 1) 

Declle groups of households ranked by equlvallsed disposable Income All 
house-

Bouom 2nd 3rd 41J'l 51J'l 61J'l 71J'l 8th 9th Top holds 

Average per household (£ per year) 

Declle points (equivalised £) 

Number of households in the sample .. 

Original income 
Eamings of main earner .• 
Other eamlngs •. .. .. 
Occupationar pensions, annuities 
Investment Income .. 
OIJ'lerlncome 
Total 

Direct benefits In cash 
Contributory 

Retirement pension .. .• 
Unemployment benefit .. .. 
Invalidity pension and allowance .. 
Statutory sick pay .. .. 
Industrial injury dlsablement bone fit 
Sickness, Industrial injury benefit 
Widows' benefits .. .. 
Statutory Maternity allowance/pay 
Miscellaneous contributory benefits 

Non-contributory 
Income supporVSupplementary benefit 
Child benefit .. 
Housing benefit .. 
Invalid care allowance 
Attendance allowance .. 
Mobility allowance 
War pensions .. .. 
Severe d•sablement allowance .. 
Student maintenance awards 
Government training schemes .. 
Family crediV income supplemem 
Other non-contributory benefits .. 

Total cash benefits 

Gross income 

Direct taxes and Employees' NIC 
Income tax .. .. 
less: Tax relief at souroo "' 
Employees' N I comrlbutions 
Domestic rates (gross) .. 
Total 

Disposable income 

Equivalised disposable Income 
(Standard error .. .. 

Indirect taxes 
Taxes on final goods and services 

VAT .. .• .. 
Duty on tobacco .. 
Duty on beer and cider .. 
Duty on wines .. 
Duty on spirits .. .. 
Duty on hydrocarbon oils 
Car tax .. .. 
Vehicle excise duty 
Television licences .. 
Stamp duty on house purchase .. 
Customs' duties .. 
Beulng taxes .• 
OIJ'ler 

Intermediate taxes 
Commercial and industrial rates .. 
Employers' NI contributions 
Duty on hydrocarbon oils .. 
Vehicle oxcise duty 
Other .. 

Total indirect taxes 

Post-tax Income .. 

Benefits In kind 
Education .. .. 
National health service .. 
Housing subsidy 
Rail travel subsrdy .. 
Bus travel subsidy .. .. 
School meals and welfare milk 
Total 

Final income 

1 On mo"gage lnteresl and lde assurance p.erriums. 

------- --------------------------------
4018 4816 5667 

727 

487 
62 

110 
163 
67 

888 

1 147 
82 

103 
1 
3 

18 
35 
3 
6 

795 
275 
390 

5 
3 

10 
3 

16 
53 
25 
24 
14 

3013 

3901 

223 
37 
32 

474 
693 

3208 

3236 
56 

370 
162 
31 

7 
26 
63 
10 
34 
43 
7 

21 
19 
9 

90 
102 
45 
11 
43 

1 094 

21 15 

939 
1098 

93 
9 

28 
83 

2 250 

4 364 

726 

994 
111 
210 
152 
68 

1 534 

1 603 
68 

143 
4 

5 
41 

4 
10 

554 
212 
566 

11 
18 
9 

53 
22 
31 
34 
29 

3 417 

4 951 

147 
34 
73 

455 
641 

4311 

4436 
42 

346 
175 
36 
8 

29 
61 

4 
33 
43 
5 

19 
22 
8 

86 
98 
44 
10 
41 

1068 

3 242 

648 
1 147 

115 
8 

38 
42 

1 997 

5 240 

727 

1804 
241 
354 
202 
90 

2 691 

1 552 
59 

147 
12 
12 
17 
26 

3 
9 

267 
172 
549 

8 
38 
21 
8 

61 
27 
17 
28 
36 

3070 

5 761 

379 
49 

123 
463 
916 

4 845 

5207 
56 

384 
166 
43 
7 

39 
69 

6 
36 
45 
6 

19 
23 
12 

92 
105 
46 
11 
44 

1 154 

3691 

529 
1083 

122 
12 
38 
21 

1 805 

5 496 

726 

4 375 
702 
652 
324 
140 

6192 

1071 
65 

203 
24 
13 
5 

52 
9 
8 

231 
283 
252 

12 
47 
63 

8 
67 
32 
38 
26 
15 

2 526 

8718 

779 
88 

336 
497 

1 524 

7194 

6275 
91 

638 
226 
74 
11 
48 

128 
25 
64 
49 
10 
33 
36 
15 

135 
156 
66 
16 
66 

1796 

5399 

1055 
1041 

85 
10 
30 
22 

2 244 

7642 

6 910 8 202 9 594 11 320 13 701 17 860 

727 

6 584 
1 498 

697 
467 
158 

9 404 

764 
47 

129 
29 
17 
6 

46 
10 
5 

150 
3 11 
117 
11 
60 
50 
19 
61 
37 
46 
10 
24 

1947 

11 351 

1253 
165 
518 
515 

2121 

9230 

7562 
99 

806 
248 
95 
20 
55 

178 
31 
85 
53 
18 
37 
51 
14 

164 
190 
82 
20 
79 

2 225 

7004 

1 047 
997 

53 
17 
24 
22 

2 160 

9165 

726 

8 2t7 
2387 

879 
494 
113 

12 089 

594 
64 

107 
37 
19 
4 

27 
13 

4 

100 
284 
73 
10 
44 
30 
13 
42 
19 
48 

9 
24 

1 564 

13 654 

1 742 
219 
708 
546 

2776 

10 878 

8896 
107 

975 
260 
123 
24 
70 

206 
44 

105 
54 
23 
43 
57 
15 

184 
212 
87 
21 
87 

2 591 

8 287 

875 
957 
40 
39 
22 
18 

1 952 

10 239 

727 

10013 
3236 

793 
548 
170 

14 760 

488 
53 
60 
38 

9 
4 

64 
16 
3 

83 
273 
28 

18 
22 
5 

42 
21 
23 

20 

1 270 

16029 

2322 
292 
872 
560 

3 462 

12 568 

10 415 
126 

1049 
240 
128 
30 
84 

225 
43 

104 
54 
25 
46 
42 
18 

199 
231 
94 
23 
95 

2730 

9 838 

915 
865 

33 
24 
21 
15 

1874 

11 711 

726 

11 647 
4 419 

866 
641 
179 

17 753 

324 
22 
52 
46 
18 

7 
58 
9 
3 

32 
211 

15 
2 

10 
10 
6 

14 
21 
18 
5 
8 

891 

18 644 

2885 
358 

1 015 
579 

4 122 

14 521 

12432 
156 

I 201 
258 
t34 
39 
77 

261 
61 

118 
54 
34 
50 
55 
18 

220 
257 
107 
27 

t04 

3075 

11 447 

708 
779 
23 
29 
20 
11 

1 570 

t3 017 

727 

14 277 
5687 

974 
1 038 

200 
22 176 

306 
26 
42 
41. 
9 
8 

32 
12 
2 

19 
164 

7 
2 

19 
14 
4 

21 
44 
10 

5 

786 

22 962 

3 923 
434 

1 204 
623 

5317 

17 645 

15606 
218 

1 402 
202 
116 
55 

103 
275 

68 
128 
54 
45 
58 
44 
17 

252 
294 
116 
29 

118 

3 376 

14 270 

500 
734 

15 
49 
15 
10 

1 323 

15 592 

726 

24 728 
6 703 
1 633 
2870 

232 
36166 

290 
13 
17 
30 

6 
8 

17 
9 
2 

19 
144 

5 
2 

14 
15 
12 
21 
11 
5 

7 

644 

36810 

6 665 
594 

1 223 
768 

8063 

28 747 

27048 
1291 

1 776 
152 
116 
107 
115 
278 
67 

124 
56 
66 
63 
37 
22 

334 
392 
!55 
40 

154 

4 053 

24 694 

332 
701 

7 
55 
14 
5 

1 114 

25808 

7 265 

8311 
2 504 

717 
690 
142 

12364 

814 
50 

100 
26 
11 
8 

40 
9 
5 

225 
233 
200 

5 
26 
25 
9 

40 
29 
26 
14 
18 

1 913 

14 277 

2032 
227 
610 
548 

2963 

11313 

10 110 
162) 

895 
209 
89 
31 
65 

174 
36 
83 
50 
24 
39 
38 
15 

176 
204 
84 
21 
83 

2 316 

8997 

755 
940 
59 
25 
25 
25 

1 829 

10826 



Average Incomes, taxes and benefits, 1988 

By qulntlle groups within household type 

TABLE 5 (Appendix 1) 

Qulntlle groups of households ranked by equivalisod disposable income - All 
Bonom 2nd 3rd 4th Top groups 

Avera~e per household(£ per yoar) 
(I) 1 a ult retired 

Ouinrile points (equivallsed £) 4023 4 843 5345 6 811 

Number of households In the somple 205 206 205 206 205 I 027 

Original income 304 404 465 I 164 6122 1690 

Direct benefits in cash 
Contributory 

2068 Retirement {>Onsion .. 2 1t7 2156 2144 2 162 2129 
Sickness/ inJury related .. 6 21 7 21 75 26 
Unemployment benefit .. 6 I 
Other .. 19 14 46 13 68 32 
Total contributory 2142 2 191 2196 2196 2 216 2188 

Non-contributory 
39 Income support/ Supplementary benefit .. so 42 74 84 58 

Child benefit .. .. 
Housing benefit .. 146 505 796 673 116 446 
Sickness/ disablement related 22 IS 73 200 62 
Other 32 30 10 104 35 
Total non-contributory .. 198 600 914 84t 459 603 

Gross Income 2 644 3194 3 576 4 202 6 798 4 481 

Income rax1'1 and Employees· NIC .. 106 35 45 157 1 315 331 
Domestic rates(gross) .. .. 481 410 419 464 581 471 

Disposable income 2057 2749 3 11 2 3 58 1 6902 3679 

Equivallsed disposable Income 3373 4506 5 tOt 5870 tt3t4 603t 

Taxes on final goods and services .. 352 327 355 410 758 440 
Intermediate taxes .. .. 186 159 168 199 321 207 

Post· tax Income I 520 2 263 2589 2971 5822 3032 

Benefits in kind 
Education 
National health service :: I 193 I 049 I 046 I 003 944 I 047 
Housing subsidy 39 102 ISO 129 57 95 
Travel subsidies 37 43 46 44 44 43 
School meals and welfare milk 1 

Final income 2 789 3 458 3 831 4 147 6866 4 217 

(11) 2 or more adults retired 

Oulntile points (equivallsed £) 4155 4833 6253 8699 

Number of households In the sample 171 172 171 172 171 857 

Original income 647 822 2 086 4 769 14 263 4 514 

Direct benefits in cash 
Contributory 

Retirement pension .. 3043 3 425 3370 3061 3000 3180 
Sickness/ injury related .. 104 96 ISO 295 319 193 
Unemployment benefit .. 31 22 11 IS 35 23 
Other .. 29 18 17 45 28 27 
Total contributory 3 207 3561 3548 3 417 3382 3423 

Non-contributory 
27 Income suprrll Supplementary benefit .. 16g 137 136 73 lOS 

Child benel t .. .. IS 7 7 6 
Housing benefit .. 185 444 263 108 12 203 
SicknesSI disablement related 7 99 314 407 256 217 
Other 41 60 78 61 24 53 
Total non-contributory .. 417 740 797 649 326 566 

Gross income 4 271 5123 6 432 8834 17 971 8 523 

Income tax' 11 and Employees' NIC .. 101 58 268 726 2 990 828 
Domestic rates(gross) •. .. 496 472 5 11 556 780 563 

Disposable Income 3674 4 592 5653 7 552 1A 201 7 132 

Equivallsed disposable income 3573 4478 5469 7307 13 243 6812 

Taxes on final goods and services .. 721 741 931 1 324 2 017 1 146 
Intermediate taxes .. .. 296 272 329 448 700 409 

Post· lax Income 2657 3 579 4 394 5 780 11 484 5 577 

Benefits In kind 
Education 51 22 88 32 
National health service :: 1772 I 587 1 597 1 465 1 374 1 559 
Housing subsidy 46 11 5 90 60 4 63 
Travel subsidies 66 74 71 65 75 70 
School meals and welfare milk 7 2 2 

Final income 4 599 5355 6176 7370 13 025 7 303 

I Ahor tax 1ollel at source on mortgago Interest and IIIo assurance premiums. 



Average Incomes, taxes and benefits, 1988 

By quintile groups within household type 

TABLE 5 (Appendix 1) (continued) 

Quintile groups of households ranked by equlvalised disposable Income 
All 

Bonom 2nd 3rd 4th Top groups 

Average per household (£per year) 
(iii) 1 adult non-retired 

Quintlle points (equivalised £) 4925 8943 12213 16 902 

Number of households In the sample 162 162 163 162 162 811 

Original income 607 3732 8108 11 430 18911 8557 

Direct benefits In cash 
Contributory 

56 Retirement pension 00 25 102 73 43 39 
SicknesS/Injury related .. 165 250 73 37 78 121 
Unemployment benefit .. 121 65 12 5 5 42 
Other 170 126 154 120 66 127 
Tolal contributory 481 543 313 205 188 348 

Non-contributory 
Income supporll Supplemontary benefit .. 796 265 35 13 2 222 
Child benefct •. •. 2 5 1 
Housing benefit .. 649 384 40 3 11 213 
Sickness/ disablement related 84 219 61 11 24 80 
Other 138 35 13 2 25 43 
Total non-contributory .. 1666 883 150 33 62 558 

Gross income 2 755 5158 8571 11667 19 161 9 461 

Income ~axc•c and Employees' NlC 00 62 620 1 730 2508 3795 1743 
Domestic rntes(gross) .. 00 386 404 441 433 538 441 

Disposable Income 2307 4 134 6399 6 727 14 827 7 278 

£qulvallsed disposable income 3 781 6 777 10491 14 306 24 307 11 931 

Taxes on final goods and services 00 533 805 1232 1 400 1826 1 159 
Intermediate taxes 188 249 362 408 610 363 

Post-tax Income 1 585 3080 4 805 6919 12 391 5 755 

Benefits In kind 
Education 337 143 41 104 
National health servico .'.' 263 283 268 252 252 264 
Housing subsidy 99 85 50 22 20 55 
Travel subsidies 22 31 25 24 59 32 
School meals and welfare milk 

Final Income 2 306 3622 5149 7 259 12723 6210 

(iv) 2 adults nonof'etlred 

Quintile points (equivalised £) 7320 10220 13525 18227 

Number of households in the sample 304 304 304 304 304 1 520 

Original income 4 031 9851 15 058 20 306 36 950 17 239 

Direct benefits In cash 
Contributory 

Retirement pension 00 574 598 267 199 191 366 
Sickness/ Injury related 00 476 216 122 91 62 193 
Unemployment benefit 00 106 55 23 21 15 44 
Other 38 50 55 24 5 34 
Total contributory 00 00 1 194 920 468 335 272 638 

Non-contributory 
Income suprrv Supplementary benefit 00 407 75 37 17 1 107 
Child benef 1 00 00 3 2 10 3 
Housing benefit 00 282 103 23 8 83 
SicknesS/ disablement related 269 195 27 75 21 117 
Other t62 62 10 22 23 56 
Total non-contributory .. 1 120 438 97 124 56 367 

Gross Income 6345 11 209 15 623 20 785 37 278 18 244 

Income taxc•c and Employees' NIC 00 626 1737 3023 4 321 7 597 3 461 
Domestic rates(gross) 00 00 469 504 528 580 740 564 

Disposable Income 5250 8968 12 072 15 864 28 941 14 219 

£quivalised disposable income 5140 8 787 tt 867 15650 28 711 14 031 

Taxes on final goods and services 00 1 236 1720 2169 2 555 3052 2147 
Intermediate ~axes 00 00 368 509 636 759 1 049 664 

Post-tax income 3644 6 739 9267 12 551 24 840 11 408 

Benefits In kind 
Education 303 136 55 45 34 115 
Nauonal health service .'.' 766 698 584 549 557 631 
Housing subsidy 76 46 27 18 1 34 
Travol subsidies 37 77 43 64 61 58 
School meals and welfare milk 00 

Final income 4 829 7696 9977 13 228 25 492 12 244 

1 Atter tax relief at source on mortgage lntotosl and ife assurance premiums. 



Average Incomes, taxes and benefits, 1988 

By qulntlle groups within household type 

TABLE 5 (Appendix 1) (continued) 

Ouintlle groups of households ranked by equivalised disposable Income 
All 

Bouom 2nd 3rd 4th Top groups 

Average per household (£ per year) 
(v) 3 or more adults non-retired 

Quintile points (equivalised £) 7171 9074 11 410 14 656 

Number of households In the sample 128 129 128 129 128 642 

Original income 6887 14 008 18 679 24 ass 40 060 20 896 

Direct benefits In cash 
Contributory 

Retirement pension .. 704 539 499 341 258 468 
Sicknesstlnjury related .. 668 347 277 257 147 339 
Unemployment benefit .. 206 134 132 33 31 107 
Other 67 52 58 52 11 48 
Total oontributory 1645 1 071 966 684 448 963 

Non-contributory 
Income support! Supplementary benefit .. 7t8 305 127 58 47 251 
Child benefit .. .. 9 12 6 9 6 8 
Housing benefit .. 265 75 33 3 11 77 
Sickness/ disablement relatlld 356 212 262 61 96 197 
Other 505 320 209 119 78 246 
Total non-contributory .. 1852 924 636 250 237 779 

Gross lnoome 1·0384 16002 20 282 25 801 40 745 22 637 

Income taxi., and Employees· NIC .. 1 189 2555 3556 5139 8 596 4 206 
Domestic rates(gross) .. .. 509 513 518 562 802 581 

Disposable Income 8666 t2 934 16208 20099 31 347 17 851 

Equlvallsed disposable Income 5570 8182 10 115 12 900 20280 11407 

Taxes on final goods and services .. , 999 2764 3098 3501 3 782 3029 
Intermediate taxes .. .. 593 741 837 907 1239 863 

Post-tax lnoome 6 094 9429 12 273 15 691 26326 13 958 

Benefits in kind 
Education 1 276 666 637 387 443 681 
National health service :: 1 039 995 980 939 907 972 
Housing subsidy 86 62 47 26 18 48 
Travel subsidies 73 72 62 91 129 85 
School meals and welfare milk 1 

Final income 8 569 11 224 t3999 17 134 27 823 15 745 

(vi) 1 adult with childronl'l 

Ouintile points (equivalisod £) 3899 4 502 5155 7 781 

Number of households In the sample 56 57 56 57 56 282 

Original Income 239 475 772 4158 11 523 3 425 

Direct benefits In cash 
Contributory 

Redrement pension .. 
Sickness/ Injury related .. 62 82 33 43 44 
Unemployment benelit .. 5 12 15 6 
Other .. 162 92 37 177 312 156 
Total contributory 229 92 119 222 371 206 

Non·contributory 
Income support! Supplementary benefit .. 1 379 2077 2 005 779 436 1 336 
Child benefit •• .• 809 742 639 694 715 720 
Housing benefit .. 970 1 040 1 224 514 320 813 
Sickness/ disablement related 23 22 9 
Other 144 151 110 469 30 182 
Total non-contributory .. 3302 4 010 4 001 2 477 1500 3060 

Gross lnoome 3 770 4 577 4 893 6857 13 394 6 691 

Income tax121 and Employees' NIC .. -39 ·2 1 300 1 888 428 
Domestic rates(gross) .. .. 510 468 472 502 527 496 

Disposable income 3299 4 111 4 420 6054 10 979 5 768 

Equivallsed disposable income 3237 4193 4 776 6197 11 355 5946 

Taxes on final goods and services .. 699 628 626 1 t58 1 472 916 
Intermediate taxes .. .. 255 242 238 394 532 332 

Post· tax lnoome 2 345 324 1 3 556 4 503 8975 4 519 

Benefits in kind 
Education 1 712 1 678 1 644 2 264 2010 1 902 
National health service :: 878 896 818 575 574 748 
Housing subsidy 256 156 172 146 30 152 
Travel subsldtes 31 18 21 17 18 21 
School meals and welfare milk .. 276 235 198 108 58 175 

Final Income 5 498 6224 6608 7612 11 664 7 517 

I This group Is smaller than the category 01 ·ono paron1 ramilles· bacause some or theso lamilles 
wlh bo contained in larger household types. 

2 Ahor tox reliel at source on rmrtgago lntetest and ile assUfance premiums. 



Average Incomes, taxes and benefits, 1988 

By quintlle groups within household type 

TABLE 5 (Appendix 1) (continued) 

Ouintile groups of households ranked by equivalised disposable income 
All 

Bonom 2nd 3rd 4th Top groups 

Average per househo ld (£ par year) 
(vi I) 2 adults w ith 1 child 

Quintile points (equivalised £) 6199 8463 10662 14 268 

Number of households in the sample 114 113 114 113 114 568 

Original income 4 677 10 113 13 494 18 329 35 391 16 408 

Direct benefits in cash 
Contributory 

Retirement pension .. 19 40 20 6 17 
Sickness/ injury related .. 253 99 109 41 75 116 
Unemployment benefit .. 209 97 11 2 42 18 95 
Other .. 185 97 100 94 81 111 
Total contributory 665 333 320 197 179 339 

Non-contributory 
· Income supporV Supplementary benefit 902 168 84 70 245 
Child benefit .. 380 368 378 390 378 379 
Housing benefit .. 455 74 49 4 15 120 
Sickness/ disablement related 52 53 11 30 86 46 
Other 149 30 17 43 169 02 
Total non-contributory 1 938 693 540 468 717 872 

Gross income 7 279 11 139 14 354 18 994 36 287 17 620 

Income taxi'J and Employees' NIC .. 1326 1 756 2303 3 605 7 438 3288 
Domestic rates(gross) .. .. 488 460 540 611 715 567 

Disposable income 5 466 8 904 11 511 14 779 28 133 13 765 

Equivalised disposable income 4 496 7439 9652 12242 23149 11 400 

Taxes on final goods and services .. 1352 1 720 1 840 2241 2 900 2 011 
Intermediate taxes .. .. 425 504 589 727 1 046 658 

Post· tax income 3 689 6679 9082 11 8 11 24 187 11 096 

Benefits in kind 
Education 1 038 726 785 899 702 830 
National health service :: 960 946 986 904 1 067 973 
Housing subsidy 96 57 32 11 13 42 
Travel subsidies 40 24 30 28 60 36 
School meals and welfare milk 52 15 11 20 19 23 

Final income 5 876 8 447 10 926 13 673 26 048 13 001 

(viii) 2 adults 2 children 

Ouintile points (equ/va/ised £) 5999 7680 9525 12451 

Number of households In the sample 174 174 174 174 174 870 

Original Income 5 078 11 345 14 550 18 970 33 857 16 760 

Direct benefits in cash 
Contributory 

Retiremenl pension .. 13 31 9 
Sickness/injury related .. 337 55 35 46 24 99 
Unemployment benefit .. 125 36 16 41 26 49 
Other 6 40 8 11 28 19 
Total contributory 469 144 59 98 109 176 

Non-contributory 
Income supporv Supplementary benefit .. 810 92 5 74 8 198 
Child benefit .. .. 757 750 735 742 735 744 
Housing benefit .. 394 81 17 10 1 101 
SicknesS/ disablement related 112 33 57 33 47 
Other 79 56 27 30 16 41 
Total non-contributory .. 2 151 1 012 840 856 793 1 130 

Gross income 7698 12501 15 448 19 923 34 759 18 066 

Income tax''' and Employees• NIC .. 963 1 914 2 590 3 573 6256 3059 
Domestic rates(gross) 487 549 584 666 807 619 

Disposable income 6 247 10 037 12 274 15 685 27 697 14 388 

Equlvalised disposable Income 4 370 6982 8567 10880 19237 10 007 

Taxes on final goods and services .• 1 574 1 813 2096 2394 2 963 2 168 
Intermediate taxes 485 610 655 780 1133 733 

Post-tax income 4 188 7 614 9523 12 511 23 601 11 487 

Benefits In kind 
Education 2 033 2076 205 1 2127 1 507 1959 
National health service .. 1 069 1 023 t 150 1038 1 062 1 068 
Housing subsidy 109 50 12 13 3 37 
Travel subsidies 21 26 22 32 63 33 
School meals and welfare milk .. 128 54 49 45 36 62 

Final income 7 547 10 843 12 807 15 766 26 272 14 647 

1 A~er tax rollef at source on mortgage lntorost and life assurance pre mlums. 



Average Incomes, taxes and benefits, 1988 

By qulntlle groups within household type 

TABLE 5 (Appendix 1) (continued) 

Cluintile groups of households ranked by equcvalised disposable income 

Bottom 2nd 3rd 4th Top -------------------------------------------- ---------------------
Average per household (£ per year) 
(lx) 2 adulta with 3 or more children 

Ouintilo points (equivalised £) 

Number of households In the sample 

Original income 

Direct benefits in cash 
Contributory 

Retirement pension .. 
Sickness/ Injury related .. 
Unemployment benefit .. 
Other 
Total contributory 

Non·contributory 
Income support/ Supplementary benefit .. 
Child benefit .. .. 
Housing benefi t .. 
Sickness/ disablement related 
Other 
Total non·contributory .. 

Gross Income 

Income tax''' and Employees' NIC .. 
Domestic rates(gross) .. .. 

Disposable Income 

Equivslised disposable income 

Taxes on final goods and services .. 
Intermediate taxes . . .. 

Post-lax Income 

Benefits in kind 
Education 
Natconal health service .. 
Housing subsidy 
Travel subsidies .. 
School meals and welfare milk .. 

Final income 

(x) 3 or more adults with children 

Ouintlle points (equlvslised £) 

Number of households In the samplo 

Onginal lncome 

Direct benefits in cash 
Contributory 

Retirement pension .. 
Sickness/ Injury related .. 
Unemployment benefit .. 
Other 
Total contributory 

Non-conlrlbutory 
Income support/ Supplementary benefit .. 
Child benefit .. .• 
Housing benefit .. 
Sickness/ disablement related 
Other 
Total non-contributory •. 

Gross income 

Income tax~'' and Employees' NIC .. 
Domestic rates(gross) .. .. 

Disposable income 

Equlvsl/sed disposable Income 

Taxes on final goods and services .. 
Intermediate taxes .. .. 

Post-tax income 

Benefits In kind 
Education .. 
National health service .. 
Housing subsidy 
Travel subsidies .. 
School meals and welfare milk .. 

Final income 

65 

3 034 

200 
325 

22 
548 

1 483 
1355 

556 
129 
260 

3 784 

7 365 

374 
478 

6 513 

3854 

1365 
447 

4 702 

3842 
1 584 

157 
25 

298 

10609 

73 

7280 

221 
246 
226 

37 
730 

1480 
801 
356 
75 

401 
31 12 

11 122 

1 295 
482 

9345 

4 527 

2323 
711 

6311 

3268 
1536 

126 
9t 

208 

11 539 

' Mer tax relief al60urce on mongage intoro51 ond ife assuranoo promiums. 

4 542 

6 014 

65 

10 080 

132 
47 

179 

83 
1315 

169 
111 
190 

1869 

12 1?8 

1 899 
544 

9 685 

5478 

1 836 
576 

7 274 

3387 
1 370 

157 
15 
91 

12 294 

73 

14 380 

263 
137 
195 
57 

652 

455 
587 

77 
169 
380 

1 667 

16 699 

2791 
568 

13 339 

6998 

2 814 
805 

9721 

2 694 
1 206 

59 
48 
47 

13 776 

6334 

64 

13 472 

54 
23 

7 
84 

100 
1 140 

32 
94 
15 

1383 

14 939 

23 13 
549 

12 078 

7108 

1 791 
630 

9 657 

3 784 
1 408 

53 
21 
58 

14 981 

7946 

72 

19 400 

126 
162 
113 
61 

461 

192 
474 
35 

236 
220 

1157 

21 018 

3 768 
587 

16 663 

8850 

3 208 
922 

12 533 

206 1 
1 143 

50 
71 
35 

15 914 

8160 

9796 

65 

18 594 

79 
45 
44 

169 

181 
1204 

18 
84 
43 

1 530 

20292 

3 704 
630 

15 958 

9264 

2 323 
606 

12 828 

3391 
1 480 

34 
44 
60 

17 857 

73 

24 61 5 

314 
59 
42 
61 

495 

150 
525 

16 
78 

305 
1 074 

20 185 

5 273 
619 

20 292 

10 785 

3338 
926 

16 029 

2381 
1 156 

45 
76 
28 

19 715 

10 933 

12292 

65 

34 385 

13 
26 

6 
45 

46 
1106 

29 

44 
1 225 

35 655 

6349 
860 

26 447 

17021 

3096 
1398 

23 952 

2961 
1 378 

10 
72 
72 

28 445 

73 

39177 

181 
183 
45 

8 
418 

23 
568 

111 
91 

793 

40 388 

7 797 
885 

3 1 706 

16 595 

4 216 
1 409 

26080 

2 254 
1 297 

15 
71 
16 

29 733 

All 
groups 

324 

15 921 

96 
93 
16 

205 

380 
1 224 

161 
84 

111 
1 960 

18086 

2 930 
612 

14 544 

8509 

2083 
772 

11 689 

3 472 
1 444 

82 
35 

120 

16 843 

364 

20975 

221 
158 
124 
49 

551 

461 
591 

97 
134 
280 

1 562 

23088 

4186 
626 

18 274 

9553 

3180 
954 

14 139 

2537 
1268 

59 
71 
67 

18 141 



Distribution of householdsc1> co-operating In the Family Expenditure Survey, 1988 

By declle groups of households ranked by equivallsed disposable Income 

TABLE 6 (Appendix 1) 

Retired households Non-Retired households 

------
2 adults 3 or more 

2 or 3 or 1 adull 2 adults 2 adults with3 adults All 
more more with with with2 or more with house· 

1 adull adults 1 adull 2 adulls adults children 1 child children children children holds 

Declle groups of households ranked 
by equlvallsed disposable Income 

Bottom 204 135 80 62 17 69 38 59 42 21 727 
2nd .. 192 206 71 45 14 79 28 36 34 21 726 
3rd .. 305 , 19 48 57 30 39 26 58 26 19 727 
4th .. 127 107 51 114 53 27 53 96 53 45 726 
5th .. 53 95 50 122 79 21 68 151 42 46 727 

6th .. 51 70 57 143 99 17 64 127 41 57 726 
7th .. 34 39 93 162 88 16 95 113 26 61 727 
8th .. 23 32 105 223 103 8 72 95 25 40 726 
9th .. 17 3 1 116 270 100 4 71 69 15 34 727 
Top .. 21 23 140 322 59 2 53 66 20 20 726 

All households 1 027 857 811 1 520 642 282 568 870 324 364 7 265 

1 Sue Appendix 2 f01 defln-ions of retired houaehofda. aduhs and ch~dron. 



METHODOLOGY AND DEFINITIONS 

T he allocation of government expenditure 
and its financing 

1. There arc considerable difficulties in moving from the 
aggregates of government expenditure and financing published in 
the United Kingdom National Accounts - the CSO Blue Book - to 
apportioning taxes and benefits to individual househo lds. We can 
obtain information about the types of household thar receive cash 
benefits and pay direct taxes through surveys such as the Family 
Expenditure Survey (F£S). Prom the replies respondents give to 
questions on their expenditure we can impute their payments of 
indirect taxes, and from information they supply about such factors 
as their ages and number of children in the household we can 
estimate the average costs of providing them with social services, 
such as health and education. llut there arc other kinds of financing, 
such as corporation tax and governrncnt receipts from public 
corporations: no attempt is made in this analysis to apportion them 
to households because it would be too difficult. Simil arty. there are 
other items of government expenditure, such as capital expcndirure 
and expenditure on defence and on the maintenanceofl aw and order, 
for which tl1crc is no clear conceptual basis for allocation, or for 
which we do not in any event have suflicicnt information to make an 
allocation. In all, 68 percent of government financing (including the 
Borrowing Requirement) and 53 perccntofexpenditurcareallocated 
to households in this analysis. 

Family Expenditure Survey(FES) 

2. The cstin1atcs in tllis article arc based mainly on data 
derived from the FES. The FES is an annual survcyofthccxpcnditure 
and income of private households. People living in hotels, lodging 
houses, and in institutions such as old peoples· homes are excluded. 
Each person aged 16 and over keeps a full record of payments made 
during 14consccutivedays and answers questions about· hirepurch<t~c 

and other payments. The respondents also givedeta.ilcd information, 
where appropriate, about income (including cash benefits received 
from tl1e state) and payments of income tax. lnforn1ation on age, 
occupation, education received, family composition and housing 
tenure is )so obtained. The survey covers the whole 12 month period. 

3. One of the main purposes of the FES is to produce 
information on household expenditure patterns which is used to 
derive the wcighL~ for the index of retail prices. The survey is 
conducted by the Office of Population Censuses and Surveys on 
behalf of the Central Statistical Office who analyse and report on it 
(priorto July 1989. the FES was the responsibility of the Department 
of Employment). The Family Expenditure Survey Report for 1988, 
containing detailed data on household characteristics, income, and 
expenditure, was published in February 1990. Details of the survey 
method arc set out in 'The Family Expenditure Survey Handbook' 
byWF FKcmsley, R U Redpathand M Holmes. Both are published 
by Her Majesty's Stationery Office. 

4. The number of households in the United Kingdom 
responding to tl1c FES in 1988 was7 ,265. The response rate in Great 
Britain was 71 per cent: the FES in Northern Ireland is done as a 
separate exercise to the rest of UK, with a larger sampling fraction, 
and only a proportion of these cases go into tl1c UK analysis. To 
count as a co-operating household, all members aged 16 and over 
must fill in the diaries for both weeks and give full details of income 
etc. The availablccvidcnccsuggcst that older households, households 

APPENDIX2 
where the head is self -employed, those witl1out children and higher 
income households, arc less likely to co-operate than others (sec 
'Family Expenditure Survey: a second study of differential response, 
comparing Census characteristics of FES respondents and non­
respondents' by Bob Redpatl1, Statistical News No 72 February 
1986. (HMSO)). In addition response in Greater London is 
noticeably lower than in other areas. However, atpresent,thc results 
in this article arc based on tllc responses of those households which 
actually co-operated in the survey and they are not rcwcightcd. This 
means tl1at some of t11c figures differ from those produced by other 
surveys such as the Survey of Personal Incomes from the inland 
Revenue. 

Unit of' analysis 

5. The basic unit of analysis in the article is the household, 
and not the family, individual or !<LX unit. A household is defined in 
the FES as comprising people who live al the swnc address and who 
share common catering for at leas t one meal a day. Spending on 
many items, particularly on food. housing, fuel and light, is largely 
joint spending by the members of the household. Without furtl1er 
information or assumptions it is difficult to apportion indirect taxes 
between individuals or other sub-divisions of hou~cholds. 

6. ln classifying tl1e households into various types. a child 
(ic a dependant) is defined as: 

citl1er aged under 16 

or aged 16,17 or 18 not married, and receiving full -time 
non-advanced further education. 

f111e dclinit ion used in the prc-1987 articles was a person aged under 
161. 

Mostoflhe 'extra' adults in households with at least three aduiL~ arc 
sons or daughters of the head of household rather than retired people. 

7. A retired h()usehold is de fined as one where the combined 
income of retired members amounts to at least half the total gross 
income of the household, where a retired person is de fined as anyone 
who describes themselves us 'retired' or anyone over minimum Nl 
pension age describing themselves as 'unoccupied' or 'sick or 
injured but not intending to seck work' . 

8. By no means all retired people are in reti red households: 
about one in live households comprising three or more adultS 
contain retired people, for example, and households comprising one 
retired and one non-retired adult arc often classified as non-retired. 

9. The sample households have been classified according to 
their compositions at the time of the interview. This classification 
is sensible for the vast majority of households, but it can be 
misleading for the very small number of cases (26 in 1988) where a 
spouse is absent from tl1c household at the time of interview. The 
absent spouse may well be working away from home (cg on an oil 
rig), or living separately - but contributing Gnancially to the 
household's upkeep. These contributions would be picked up as part 
of the household's original income. Also, it is li.kcly that some 
househo lds will have changed their composition during the year. 

10. Economically active people comprise employees, the 
self-employed nnd others not in employment but who arc seeking or 
intending, when able, to seck work. In 1982there were changes in 
tllc FES in the definition relating to economic activity. Thccfrcctof 
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these changes is to exclude all those out of employment for more 
than a year rather than five years. This exclusion applies regardless 
of the fact that they may still describe Utemselves a.s seeking work. 
Also excluded arc those who have not been in paid employment 
since leaving full-time education unless U1cy have worked witltin the 
previous year; certainofthe part-time self-employed with very small 
incomes: and those whose only economic activity is working as 
mail-order agents or baby-sitters. 

Income: redistributive stages 

ll. Stage one: 
Original income plus cash benefits = Gros~ income. 

Stage two: 
Gross income minus income tax, employees' National lnsurru1ce 
contributions and domestic rates = Disposable income. 

Stage three: 
Disposable income minus indirect taxes = Post-tax income. 

Stage four: 
Post-tax income plus 'benefits in kind' = Final income. 

12. The starting point of the analysis is original income. This 
is the annual income in cash of all members of Lhe household before 
U1e deduction of taxes or the addition of any state benefi ts. lt 
includes income from employment. self-employment, investment 
income, occupational pensions and annuities. Employment income 
is based on the last payment received before the inteJvicw or, where 
djfferent, the amount usually received. Allow<mcc is made for any 
periods of absence from work through sickness and unemployment 
in the preceding 12 months. and for bonuses. fncome from self. 
employment is recorded in thcFES for a past period. This is brought 
up to current levels using the average earnings indc;x. Income from 
interest, dividends and rent is taken as the amotull received in the 12 
months before the interview. Income from occupational pensions is 
ba~ed on the last payment received. 

13. About99 percent of original income comes from earnings, 
occupational pensions (including annuities) and investment income. 
The tiny bit remaining comes [Tom a variety of sources: trade union 
benefits, incomeofchildren under 16, private scholarships, earnings 
a~ a mail order agent or babysitter, regular allowance from a non­
spouse, allowance from an absent spouse and the imputed value or 
rent-free accommodation. Households living in ren t-free dwellings 
arc each assigned an imputed income biL~ed on the rateable value of 
the dwelling. This is counted as employment income if the tcnaJlcy 
depends on the job. 

14. The next stage of the analysis is to add cash benefits w 
original income to obtain gross income. This is slig:htly different to 
the 'gross nonnal weekly income' used in the fES Report. mainly 
because it excludes the imputed rent of owner-occupiers. Cash 
benefits arc: 

Contributory: 

Retirement pension and Chrisunas lxmus, unemployment 
bcnefiL~. sickness and industrial injury benefit, starutory sick pay. 
invalidity pension and allowance, industrial injury disablement 
benefiL~. widows' benefits, and statutory materni ty pay. 

Non-contributory: 

Supplementary benefit, child benefit, housing benefit. 
auendance allowance, mobility allowance, war pe nsions, severe 

disablement allowance, family .income supplement, old persons 
pension, government training scheme allowances (YTS e tc ), student 
maintenance awards, maternity grant. 

15. Statutory Sick Pay and Statutory Materni ty Pay arc 
classified as cash benefits even though they are paid through the 
employer. 

16. income from short-term benefits is taken a~ the product of 
U1e last weekly payment and the number of weeks the benefit was 
received in the 12 months prior to interview. Income from long-term 
benefits, and from housing benefit, is based on current rate~. 

17. Income tax, domestic rates and employees' and self­
employed contributions to National Insurance and National Health 
serv[ccs arc then deducted to give disposable income. Taxes on 
capital, such as capital gains tax and irlhcritance tax. are not included 
in these deductions because there is no c lear conceptual basis for 
doing so, and the relevant data is not available from the FES. 

18. The figures for domestic rates inc lude, as well as local 
authority rates, charges made by water authorities for water, 
environmental and sewerage services. Rates are shown in full wi th 
any rebates given in housing benefit. 

[In pre-1987 articles, domestic rates have been included in the 
'indirect' tax category. They arc now deducted in the derivation or 
disposabk income in anticipation of their replacement by the 
commuruty charge from 1989. The National Accounts system, 
which strongly innuences this article, will be showing the community 
charge as a deduction before disposable income is produced]. 

19. The tax estimates arc based on the amount deducted from 
the last payments of employment income and pens ions, and on the 
amount paid in the last12 months in respect of income from self­
employment, interest, dividends and rent. The income tax payments 
recorded will therefore take account of a household's tax allowances, 
with the exception of tax relief obtained in this way • at source'. In 
1988there were two types oftax relief obwined in this way: mortgage 
interest relief and li fe assurance premium relief. Where households 
are eligible for U1ese reliefs imputations are made and deducted from 
recorded income tax paymcnts.ln thecaseofmortgage interest relief 
obtained through the MTRAS scheme, which was in troduced in April 
1983, these imputations arc based on the interest component of the 
latest mortgage repayment. 

20. The next step is to deduct indirect taxes to give post-tax 
Income. Indirect tax on final consumer goods !md services include: 

Duties on beer, wines, spirits, wbacco, o il, bcuing, etc 
Value Added Tax (V AT) 
Customs (import) duties 
Car tax 
Motor venicle duties 
Driving licenses 
Stamp duties 
Gas levy 

21. Taxes levied on final goods and services are assumed to be 
fully incident on the consumer, and can be imputed fTOm a household's 
PES expenditure record. For exaniple, the amount of VAT which is 
pil.id by the household is calculated from the househo ld's total 
expenditure on goods and services subject to VAT. 

22. V AT and car tax affect the prices of second hand cars and 
are therefore assumed to be incident on the purcha~ers of such can; 
as well as on the purchasers of new cars. In allocating taxes, 



expenditures recorded in 1.he FES on alcoholic drink, tobacco, ice 
cream. soft drinks and confectionery arc grossed up 1.0 allow for the 
known under-recording of these ilems in the sample. The true 
expenditure in each case is assun1ed to be proponjonal to tJ1e 
recorded expendilure. Tllis approach has iL~ drawbacks because 
there is some evidence to suggesuhat heavy drinkers, for example, 
arc not picked up by tJ1e PES. 

23. The incidence of stamp duty on house purchase on an 
owner-occupying household has been taken as the product of tJ1c 
hypothetical duty payablcon buying thcircurrentdwclling (estimated 
from rateable values) and the probability of a household of that type 
moving in a given year (estimated from the General Household 
Survey). 

24. Indirect taxes on intermediate goods and services are: 

Local authority rates on commercial and industrial 
property 

Motor vehicle duties 
Duties on hydrocarbon oils 
Employers' contributions to Nutionallnsurance, the 
National Health Service, !he industrial injuries fund 

and the redundancy payments scheme 
Customs (import) duties 
Stamp duties 
VAT 

25. These arc 1nxcs that fall on goods and services purchased 
by industry. Only the elements attributable to the pr<XIuction of 
subsequent goods and services for fmal consumption by the UK 
personal sector are allocated in the article, being assumed to be fully 
shifted to the consumer. Their allocations between diffcrcm 
categories of consumers' expenditure arc based on the relation 
between jnrcrrnediate production and final consumption using 
estimated input-output techniques. This process is not an exact 
science, and many assumptions have to be made. 

26. Finally, we add those notional benefits in kind provided 
to households by government for which there is a reasonable basis 
for allocation to households, to obtain final income. Benefits in 
kind are: 

State education 
School meals and welfare milk 
National Health service 
Housing subsidy 
Railway travel subsidy 
Bus travel subsidy (including concessionary 

fares schemes) 

27. Education benefit is estimated by the Department of 
Education and Science as the cost per pupil or student in special 
schools, primary and secondary schools. universities. and other 
further education establishments. The valucofthe benefits attributed 
to a household depends on the number of people in the household 
recorded in the FES as receiving each kind of state education 
(students away from the household arc excluded). No benefit is 
allocated for pupils attending private schools. 

28. The value of school meals and other welfare foods is 
based on their costs to tltc public authorities. Any payment by the 
individual household is subtracted to arrive at a net contribution. 

29. Each individual in tJ1c FES is allocated a benefit from the 
National Health Service according to the estimated average use 
made of the various types of health service by pcopleoftJtesamcagc 
and sex, and according to the total cost of providing those services. 

The benefit from matcrrlity services is assigned separately to those 
households containing children under the age of 12 months. No 
allowance is made for the use of private health care services. 

30. In tltis article public ~ector tenants arc defined to include 
tJte tenants oflocal authorities, New Town Corporatinns, the Scottish 
Special Housing Association (SSHA), Northern Ireland Housing 
Executive (NI HE) and housing associations. The . total housing 
subsidy includes the contribution from rate funds and from central 
government to the housing revenueaccountsoflocal authorities: and 
grants paid to tJtcNewTown Corporations, the SSHA, the NI HE and 
housing associations. Within Greater London, the rest of England, 
Wales, Scotland and Nortltem Ireland each public sector tenant has 
been allocated a share of the region's total relevant subsidy based on 
tJte gross rateable value of this dwelling. Housing subsidy does not 
include mortgage interest tax relief, rent rebates and allowances or 
rate rebates included in housing benefit (sec paragraphs 14 and 18 
respectively). 

31. The rail travel subsidies allocated tire those to British Rail 
passenger operations and the London Underground. The subsidy to 
London and South Eastscrviccs is nllocatcd to households living in 
tJtc area 1md subsidies to provincial services to households living 
outside theSoutJ1 East, in proportion to household~' expcnditurcon 
rai l fares as recorded in theFES. A single allocation of tJtc subsidy 
to inter-city services was made by dividing that subsidy between all 
houscho lds in proportion to their recorded ex pcnd iturc on roil fares. 
In making both these allocations allowances arc made for the use of 
rail travel by tJte business sector, tourists and the institllliouul part o f 
tJte personal sector. 

32. ln tllis article, bus travel subsidy covers both tJ1e cost of 
concessionary travel schemes for senior c itizens and l>thers, ancl 
subsidies to operators. Separate allocations nrc made for Grcutcr 
London, the otJ1er metropolitan areas ami the rest of the United 
Kingdom. The subsidy is divided between households according to 
recorded expenditure on bus travel and the types of concessionary 
passes held. 

33. Wemustcmphasisc tJ1at tJ1e analysis in this anicle provides 
only a very rough guide to the kinds of household which bene lit from 
government cxpcndimre, and by how much, and to Ultlse which 
linance it. Apart from tJ1c (act that large purls of expenditure und 
receipts ilTC not allocated, the criteria used both w allocate taxes and 
to value and apportion bcnefiL~ to individual households could be 
regarded as too simplistic. For exan1plc, the lack of data forces us 
to assume that tltc incidence of direct tuxcs falls on the individual 
from whose income the tax is deducted. This implies that the bencli1 
of tax relief for mortgage interest, for cxan1ple, accrues directly Hl 

tJ1c taxpayer rather than to some otJtcrparty, for insiance, the vendor 
of the land. l.t also implies that tJ1e working populatil>n is notable to 
pass tJ1c cost of the direct tax back to employers through lower 
profits, or to consumers tllrough higher prices. And, in allucating 
indirec1. taxes weassumethatthcpanofthe tax falling on consumers' 
expendi ture is borne by the households which buy the item or the 
service taxed, whereas in reali ty the incidence of the tux is spread by 
pricing policies and probably falls in varying proportions on the 
producers of a good or service, on tlteirentployccs, on the buyer, and 
on tl1e producers and consumers of other goods and scrv ices. 
Another example is !hat we know only an estimate of the total 
financial cost of providing benefits such as education. and so we 
have to treat that cost as if it measured the benefit which accrues to 
recipients of the service. l.n facl, tl1e value tl1e recipients tltcmselves 
place on tlle service may be very different to tJ1c cost of providing it: 
moreover, there may be households in the community, other than the 
immediate bcncficiurics, wh() receive a benefil indirectly from tJ1c 
general provisinn o~ the service. 



Equivalence scale 

34. The equivalence scale used in this analysis is the 
McClemenJs scale (berore housing costs arc deducted). The scoles 
(separate ones for before and after housing costs) were developed by 
Dr L D McCiemems at the Department of Heallh and Social Security 
(DHSS) in the mid-seventies. based on expenditure data from the 
1971 and 1972 FES. They arc based on the assumption that it is 
possible to estimate equivalence scales from people's spending 
behaviour as recorded in the FES witJtout making any specific 
assumption about the criteria for equivalence. These scales arc in 
regular use, though it is recognised that they are ba~cd on what is now 
rather old expenditure data and that it might be desirable to update 
them. The scllles arc regarded as plausible and tJ1ey are wcU witllin 
tJ1e range of equivalence scales developed at different times in a 
number of countries. Hence tllcir use is fully just.il1cd for broad 
statistical standardisation pending any re-calculation. 

35. The equivalence values are given below: 
Type of household member .EQujvalence value 

a. married head of household 
(ic a married couple of 
2 adults) 1.00 

1st additional adult 
2nd (or more) additional 
adult 

b. single head of household 
(ie I adult) 

I st additional adult 
2nd additional adult 
3rd (or more) additional 
adult 

c. Child aged: 
16-18 
13-15 
11 -12 
8-10 
5-7 
2-4 
Under 2 

Cumulative 
income 
s ha re 
(Per cent) 

0 

Diagram A 

0 

0.42 

0.36 (per adult) 

0.61 

0.46 
0.42 

0.36 (per adult) 

0.36 
0.27 
0.25 
0.23 
0.21 
0.18 
0.09 

Population share (Per cent) 
100 

The volucs for each household member are added togetJtcr to give 
the total equivalence number for tJtat household. This number is 
tllcn divided into the disposable incmnc for tllat household to give 
equlvallsed d isposable income. For example, a household has a 
married couple with 2 children (aged 6 and 9) plus one adult lodger. 
The household's equivalence number is 1.0 + 0.21 + 0.23 + 0.42 = 
1.86. The household's disposable income is £20.000, and so its 
cquivaliscd disposable income is £10,753 (=£20,000/1.86). 

36. This quantity is used to produce the single ranking u~cd in 
all tJtc tables in this article (apart from tllc G ini coefficients which 
have to be ranked afresh for each different definition of income). 

lln prc-1987 articles, three types of ranking were used: tlle main one 
was using original income but gross income and disposable income 
were also used. In addit ion, the tables showing income shares were 
re-ranked for each separate income measure). 

lt is inlportant to note tJ1at most monetary values shown in the article 
are ordinary (ie un-equivalised) £a year, not equivaliscd £a year. 
Whcreequivalised£a year do appcar(cg tllcquintile points in Table 
3 of Appendix I), they arc shown in italics. 

Gini coeflicicnt 

37. The Gini coefficient is the most widely used summary 
measure of tJ1e degree of inequality in anjncomc distribution. It can 
more easily be understood by considering 11 Lorenz curve (lf the 
income distribution. (see Diagram B) ie a graph of the cumulative 
incomes hare against the cumulative share of households. The curve 
representing complete equality of income is tllus u diagonal line 
while complete inequali ty (with only one recipient of income) is 
represented by a curve comprising the horizontal axis und tJ1e right­
hand vertical axis (sec Diagram A). The area between tJ1e Lorenz 
curve and the diagonal line of complete equality, as u proportion of 
tlle triangular area between tlle curves of complete equality and 
inequality, gives tllc valucoftJteGini coefficient. Thus adistribution 
ofperfectlye<Jual incomes htts a GinicoeCficicntofzero; as inequality 
increases (and tJte Lorenz curve bellies out). so does the Gini 
coefficient until, with complete inequality, it reaches its maximum 
value of 1 (or 100 per cent). 

3 8. To calcu I ate tlle G in i coe rficicnt for un incomed istribu tion, 
the ftrst step is to rank tllat distribution in ascending order. All the 
Gini coefficients shown in tJ1is article arc based on distributions of 

Cumulative 
income 
share 
(Per cent) 

Diagram B 

0 

Lorenz curve for a typica l 
income distribution 

Population share (Per cent) 
100 



cquivaliscd incomceg the coefficient for original income is calculated 
after dividing the original income for all the households by their 
appropriate equivalence values. 
[In pre-1987 articles, no such equivalisation was used]. 

39. Strictly speaking, one could argue that the equivalence 
scales used here arc only applicable to disposable income because 
this is the only income measure relating directly to spending power. 
Since the scales arc often applied, in practice, to other income 
measures, we are content to use them to equivaliseoriginal, gross and 
post-Lax income for the purpose of producing Oini coefficients (and 
in the tables giving pcrcenlllge shares of total income). However, we 
do not think it is appropriate to cquivalise lhe final income measure 
because this contains notional income from benefits in kind ( eg state 
education): the equivalence scales used in this article arc based on 
actual household spending and do not, therefore, apply to such items 
as notional income. 

Sampling errors and reliability 

40. As the FES is a sample survey, data from it will differ in 
varying degrees from those of all households in the UK. The degree 
of difference will depend on how widely particular categories of 
income and expenditure vary' between households. T his 'sampling 
error' is smallest in relation Lo, say, the average expenditure of large 
groups of households on items purchased frequently (when spending 
does not vary greatly between households). Conversely, it is largest 
for small groups of households, and for items or scn•iccs purchased 
infrequently (for which expenditure varies considerably between 
households). A broad numerical measure of the amountofvariabili ty 
is provided by the quantity known as the standard error. 

41. lt is difticull to calculflte these standard errors exactly 
because of the multi-stage design of the FES, but we have made a 
good approximation by combining the simple r<Uldom fonnula with 
the appropriate design factor from the FES analysis. I The design 
factor is the ratio of the sl!lndard error using the detailed formula that 
takes account of the full complexi ty of the sample design to the 
standard error using the simple random sample formula!. The most 
appropriate design factor from the FES work is for 'gross normnl 
weekly household income'. The standard error of the mean for N 
households in Table I is given by: 

(design factor) * S/..JN 

where the design factor is 1.36 for 1988. and S1 is the estimate of the 
population variance. 

This simple formula is applicable to a complete group of households, 
but for quintile or decile groups a more complex formula is required 
(sec paragraph 43). 

42. The standard errors can be used to give an idea of the 
reliability of a mean by quoting a confidence interval of the form: 

estimate of mean ± (1.96 *standard error) 

where the factor 1.96 corresponds to the 95% confidence interval. 

For example: the mean disposable income for all households is 
£11,313 (sec Table 3 in Appendix I), and its standard error is £188 
(from Table I). So the confidence interval for the population value 

is £11,313 ± £368 ie about (£10,950 to £11,700). It is very likely 
that the mean disposable income for the whole population (ie all UK 
private households) will lie in this range. 

43. The standard errors for the household types are largerthan 
for the whole sample, mainly because the sample sizes concerned 
are smnllcr. For quintilc groups of given ho11$ehold types, the 
sample sizes areofcoursc smaller still , which would tend to increase 
sampling variability. On the other hand. tltc income values arc by 
defmition in a narrower range which would tend to reduce the 
santpl ing error. Precise estimates of standard errors for averages for 
quintilc groups are complicated to produce. As well a$ the variability 
oflhe observations between the quintile points, we should also take 
account of the randomness which exists because the sample quint ilc 
points arc themselves subject to random variation. Wu have used a 
formula for the asymptotic variance of a 'randomly trimmed' mean. 
This fommla gives a good approximation where the tout) sample size 
is arouncll,OOO(when the variance is under-estimated by about2pcr 
cent on average), and a reasonable approximation fur sru11plcs of 
100-500 (when the v~triuncc is undcr-cs timmcd by about 5 per cent 
on average). The formula for tl1c variance of a mean (x) calculated 
between tw0 sample percentiles, Q

1 
and Q

2
, corresponding to 

proportions p1 and p2 is: 

where S2= variance calculated from observations between Q
1 

and 

Q2' and 
n = total sample size. 

The square root of this quantity is then multiplied by the design 
factor (as described in paragraph 41) to give the standard errors 
shown in the Lllbles for quintilc and decilc groups. 

44. The ' complex' standard errors for quintilc and decile 
groups urcquitca bit larger than thesimplerandom samplcestimatcs, 
us shown below: 

Ratio of 'complex' standard error to simple rll!ldom sample estimate 
for cquivaliscd disposable income, '1988 

Dccjlc grou R Ouintilc group 

Bottom 1.82 Bonom 1.95 
2nd 4.83 2nd 4.41 
3 rd 6.32 3rd 4.91 
4th 6.74 4lll 4.43 
5th 7.07 Top 1.45 
6th 7.16 All 1.36 
7th 6.83 
8tlt 6.25 
9th 4.91 
Top 1.45 
All 1.36 



ror the 'all households' group tl1e rat.io merely reflects tl1e fact that 
the simple random sample figure is multiplied by the design factor 
(1.36 in 1988) to produce the 'complex' standard error. Por the 
middle quinti1e group, the quoted standard error is about five times 
larger than it would have been if we had merely used the simple 
random sample estimate (as we did in last year's article). The quoted 
standard errors for the middle decile groups are about seven times 
higher than the simple random sample estimates. 

45. Table 2 gives standard errors for quintile groups of 
households within household type. The standard errors of the top 
qt1intilc group are often much larger than for the other quintile 
groups. This is not surprising as, in general, any distribution of 
incomes .has a long positive tail. The standard erro rs for the top 
quintile groups of some household types arc so large that it is 
doubtful whether the averages for these groups are rei iable enough 
to be worth quoting in the tables in Appendix l. 

46. Another aspect of sampling errors and rc liabili ty is the 
variation from year to year. Table 3 gives the standard error of the 
mean (expressed as a percentage of the mean) for disposable income 
for the years (Tom 1977 to 1988. The two groups with consistently 
high proportionate standard errors are one adult with children, and 
two adults with 3 or more children. Relatively small groups like 
these are more likely to be strongly innuenced by unusually large 
income and expenditure values. 

If the change be tween years were to be considered, then it is the 
standard error of the difference between years that isrclev ant. This 
is about 1.4 times the size of tl1e standard error for a particular year 
(assuming the two standard errc>rs arc about the s:une) . because the 

variance of a difference between years equals tllc sum of the 
variances for those individual years. 

Previous articles 

47. This article is the latest in an armual series. Earlier articles 
covering the years 1957 to 1986 (using the old methodology) were 
published in the following issues of Economic Trends: 

November 1962, February 1964, August 1966, February J 968, 
1969,1970. 1971, 1972,Novembcr L972andl973, December 1974, 
February 1976, December 1976, February 1978, January 1979, 
1980,1981 and 1982, December 1982,November 1983, December 
1984, December 1985, July 1986, November 1986, July 1987 and 
December 1988. 

48. The results for 1987 (the first year of using the new 
mcthodo logy) were pub! ished in the May 1990 ed i 1 ion of Economic 
Trends. This year's and last year's articles have such a marked 
change in methodology that U1e results are completely incompatible 
with tltosc for earlier years. 

49. The results in all articles are intended to be free standing: 
they were not designed for direct comparison with other years except 
where some linlited comparisons were made in the articles. Such 
comparisons arc flaught with difficulty because of chaJlges in 
definitions eg housing benefit in 1983. However, some broader 
measures like lhe Gini coefficients are relatively robust and will 
s tand comparison with other years: this year's article gives such a 
comparison for the years 1977-1988. Enquiries should be 
addressed to Dave Westcott, Branch E2. Central SLatistical Office, 
Room1936, MiJlbank:Tower, Millbank, London SWlP 4QQ. 



Standard errors of the mean, 1988 

TABLE 1 (Appendix 2) 

Standard error of the mean of the five Income measures (£ per year) 

Number Disposable incomo 
in Original Gross Post-tax Final 

sample income income Unadjusted Equivalised income incomQ 

Household typel Quantlle group 

All households .. 7 265 241 231 188 162 175 180 

Non-retired 5 381 298 288 238 209 225 230 

Retired 1 884 165 166 126 124 107 113 

Oulntlle groups 11> 

Bottom 1 453 114 107 90 44 85 163 
2nd 1453 550 469 315 71 251 421 
3rd 1 453 658 570 432 100 363 534 
4th 1 453 725 706 538 136 464 609 
Top 1 453 908 906 780 685 761 772 

Declle groups 11> 

Bottom 727 130 132 110 56 116 236 
2nd 726 439 377 310 42 247 501 
3rd 727 1 022 896 490 56 372 683 
4th 726 1 122 932 696 91 583 993 
5th 727 1 200 1 000 780 99 656 1 068 

6th 726 1 395 1 244 931 107 786 1 101 
7th 727 1 502 1 453 1 087 126 949 1 303 
8th 726 1 435 1 422 1 100 156 943 1 220 
9th 727 1 418 1 417 1 066 218 947 1 128 
Top 726 1 676 1 674 1 460 I 291 1 436 1 450 

Household type 
1 adult retired .. 1 027 138 131 95 156 88 89 
2 or more adults retired 857 309 298 222 196 192 197 
1 adult non-retired 81 1 345 3 11 241 395 216 215 
2 adults non-retired .. 1 520 664 649 582 581 570 569 
3 or more adults non-retired .. 642 902 859 581 383 536 560 

1 adult with children .. 282 499 431 329 342 303 356 
2 adul ts and 1 child .. 568 1 150 1 131 893 687 868 871 
2 adults and 2 children .. 870 589 569 474 325 449 444 
2 adults with 3 or more children 324 964 906 703 424 638 651 
3 or more adults with children .. 364 937 878 653 329 598 610 

1) Households ranked by oqulvallsed disposnb!O Income. 



Standard errors for disposable Income for quintlle groups(!> within household type, 1988 

TABLE 2 (Appendix 2) 

Standard error for mean unadjusted disposable 
income for quintile groups of households ranked 

Number by equivalised disposable income (£ per year) 
in All 

sample Bottom 2nd 3rd 4th Top groups 

Household type 

All households .. 7 265 90 315 432 538 780 188 

Non-retired 5 381 164 392 585 700 1 016 238 

Retired 1 884 92 214 273 368 508 126 

1 adult retired .. .. 1 027 47 44 30 78 390 95 
2 or more adults retired .. 857 116 158 268 372 840 222 
1 adult non-retired 811 92 249 221 286 734 241 
2 adults non-retired 1 520 203 225 295 369 2 638 582 
3 or more adults non-retired 642 425 794 1 154 1 276 2 139 581 

1 adult with children 282 270 459 571 886 1 275 329 
2 adults with 1 child 568 300 396 515 651 4 080 893 
2 adults 2 children .. .. 870 292 330 458 600 1 876 474 
2 adults with 3 or more children .. 324 418 731 895 1 650 2 429 703 
3 or more adults with children .. 364 642 1 082 1 363 1 327 2 128 653 

I Ronked by oqulvallsod dl&posablo incomo. 

Standard errors for unadjusted disposable Income expressed as a percentage of the mean, 
1977 to 1988 

TABLE 3 (Appendix 2) 

Number Standard error for mean unadjusted disposable income expressed 
in as a percentage of the mean (%) 

sample - --
(1988) 1977 1979 1981 1983 1985 1987 1988 

Household type 

All households 7 265 1.0 1.0 1.2 1.1 1.2 1.2 1.7 

Non-retired 5 381 1.0 1.0 1.2 1.1 1.2 1.2 1.8 

Retired 1 884 2.0 1.9 2.0 2.0 2.2 2.7 2.4 

1 adult retired .. .. 1 027 2.0 2.0 2.1 2.1 2.0 4.0 2.6 
2 or more adults retired .. 857 2.5 2.3 2.4 2.6 2.9 3.3 3.1 
1 adult non-retired 811 3.1 3.2 3.9 3.4 3.3 4.0 3.3 
2 adults non-retired .. 1 520 2.0 1.6 2.9 2.4 2.0 2.0 4.1 
3 or more adults non-retired 642 2.0 2.3 2.1 2.4 2.5 3.1 3.3 

1 adult with children 282 5.3 5.9 13.0 4.9 4.6 4.4 5.7 
2 adults with 1 child 568 2.4 2.4 2.7 2.6 3.0 3.0 6.5 
2 adults 2 children .. .. 870 2.0 2.2 1.9 2.3 2.6 3.1 3.3 
2 adults with 3 or more children .. 324 3.2 3.1 3.9 3.7 5.7 5.0 4.8 
3 or more adults with children .. 364 2.2 2.3 2.8 2.5 3. 1 3.2 3.6 
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Average Incomes, taxes and benefits, 1988 

By qulntlle groups of households (ranked by UNADJUSTED disposable Income) 

TABLE 1 (Appendix 3) 

Quintile groups of households ranked by UNADJUSTED disposable income 

Bouom 2nd 3rd 4th Top --------------------------------------------Average per household (£ per year) 

Oulntile points 

Number of households In the sample 

Original income 
Earnings of main earner •. 
Other earnings .. .. 
Occupational pensions, annuities 
Investment income 
Other income 
Total 

Direct bonefits in cash 
Contributory 

Re1irement pension .. .. 
Unemploymenl benefit .. .. 
lnvalldhy pension and allowance .. 
Sultutory sick pay .. .. 
lndusl.rlal injury disablement benefit 
Slcknessblnduslrial injury benollr 
Widows' enefits .. .. 
Statutory Maternity allowance/pay 
Miscellaneous conl.ributory benefits 

Non-conl.ributory 
Income supportt Supplementary benefit 
Child benefit .. 
Houstng benefit __ 
Invalid care allowance 
Attendance allowance .. 
Mobility allowance 
War pensions .. .. 
Severe disablement allowance .. 
Student maintenance awards .. 
Government training schemes .. 
Family crediV Income supplement 
Olher non-comributory benelils .. 

Toml cash benefits 

Gross Income 

Dtrect taxes and Employees' NIC 
Income tax __ .. 
less: Tax relief at sourcet•l 
Employees' NI contributions 
Domestic rates (gross) 
Total 

Disposable Income 

Indirect texas 
Taxes on final goods and services 

VAT .. 
Duty on tobacco .. 
Duty on beer and elder .. 
Duty on wines 
Duty on spirits .. 
Duty on hydrocarbon oils 
Car tax 
Vehicle excise duty 
Television lk:ences .. 
S1amp duty on house purchase .. 
Customs' duties .. 
Belling taxes 
Other 

Intermediate taxes 
Commercial and industrial rates 
Employers' NI comribulions 
Duty on hydrocarbon oils .. 
Vehicle excise duty 
Other .. 

Total Indirect taxes 

Post·tax Income 

Benefits in kind 
Education 
National health service __ 
Housing subsidy 
Rail travel subsidy .. 
Bus rravel subsidy .. 
School meals and welfare milk 
Total 

Final income 

1 On mongago tn1oresc and IWo assuranco promuma. 

1 453 

289 
18 

256 
184 
46 

793 

1 552 
34 
65 

1 
4 
5 

34 
2 

10 

369 
63 

538 
3 
5 

14 
7 

22 
20 

6 
7 

19 

2 778 

3 571 

154 
15 
17 

448 
604 

2967 

247 
100 
21 

6 
22 
34 

3 
19 
40 
5 

13 
14 
8 

67 
76 
33 
8 

32 

747 

2220 

202 
978 
104 

6 
32 
17 

1339 

3 559 

4 144 

1 453 

2 451 
115 
750 
391 
101 

3808 

1340 
66 

167 
13 
15 
14 
61 

6 
8 

440 
190 
332 

3 
47 
45 
11 
72 
27 
18 
35 
40 

2973 

6781 

536 
60 

167 
483 

1126 

5654 

487 
199 
54 
12 
47 
95 
15 
53 
46 

9 
23 
29 
11 

110 
125 
54 
13 
53 

1 437 

4 217 

572 
1020 

95 
11 
34 
44 

1 775 

5992 

7339 

1 453 

7 278 
1130 

818 
504 
151 

9861 

613 
65 

133 
32 
14 
5 

46 
11 
4 

159 
294 

91 
11 
38 
27 
10 
45 
32 
29 
20 
16 

1 695 

11 576 

1 433 
197 
563 
516 

2315 

9261 

808 
237 
93 
21 
55 

173 
33 
85 
53 
21 
38 
49 
14 

161 
186 
78 
19 
78 

2203 

7 059 

908 
912 

51 
24 
20 
25 

1940 

8999 

11 162 

1 453 

11 135 
3 293 

126 
678 
141 

15 973 

312 
50 
82 
43 
9 
6 

36 
14 
2 

96 
323 
32 

7 
23 
23 

6 
29 
19 
37 
5 

15 

1 175 

17 149 

2506 
348 
936 
568 

3664 

13 485 

1 157 
262 
125 
35 
82 

248 
56 

114 
56 
34 
50 
47 
18 

214 
249 
103 
26 

101 

2976 

10 510 

1060 
885 
29 
31 
19 
22 

2046 

12 556 

16 296 

1 453 

20404 
7965 
1 034 
1 691 

269 
31 363 

252 
33 
33 
42 
12 
9 

19 
11 
2 

59 
296 

9 
3 

19 
17 
9 

32 
45 
39 

2 
2 

944 

32 307 

5526 
514 

1 370 
725 

7108 

25 199 

1 774 
246 
153 

81 
117 
322 

72 
144 
57 
52 
69 
53 
23 

327 
382 
153 
39 

152 

4 217 

20962 

1033 
905 

15 
53 
19 
18 

2043 

23 026 

All 
house­

holds 

7 265 

8311 
2504 

717 
690 
142 

12364 

814 
so 

100 
26 
11 
8 

40 
9 
5 

225 
233 
200 

5 
26 
25 

9 
40 
29 
26 
14 
18 

1913 

14 277 

2032 
227 
610 
548 

2963 

11 313 

895 
209 

89 
31 
65 

174 
36 
83 
50 
24 
39 
38 
15 

176 
204 
84 
21 
83 

2316 

8 997 

755 
940 

59 
25 
25 
25 

1 829 

10 826 



Average Incomes, taxes and benefits, 1988 

By declle groups of households (ranked by UNADJUSTED disposable Income) 

TABLE 2 (Appendix 3) 

Declle groups of households ranked by UNADJUSTED disposable income All 
house· 

Bollom 2nd 3rd 4th 5th 6th 7th 8th 9th Top holds 

Average per household(£ per year) 

Decile points 3050 4144 5604 7339 9343 11 162 13340 16 296 21089 

Number of households In the sample 727 726 727 726 727 726 727 726 727 726 7 265 

Original income 
3668 6150 8 407 10 254 12 01 6 14 833 25 982 8 311 Earnings or main earner .. .. 228 350 1236 

Other earninps .. .. 18 18 45 185 689 1 573 2 602 3 986 8 368 9 565 2 504 
Occupatlona pensions, annuities 141 370 615 885 894 742 750 702 704 1365 717 
Investment income 175 1193 351 431 492 516 566 791 763 2620 690 
Other income .. 34 58 87 115 156 146 106 177 193 345 142 
Total 596 990 2334 5284 8380 11 384 14277 17 672 22862 39877 12 364 

Direct benefits In cash 
Contributory 

229 814 Retirement pension .. .. 1 447 1657 1607 1 073 730 496 316 307 276 
Unem~loyment benellt .. .. 33 36 66 69 63 67 41 60 42 25 50 
lnvali ity pension and allowance .. 43 86 137 237 173 94 110 54 so 17 100 
Statutory sick p~ .. .. 1 1 5 20 28 35 45 41 43 41 26 
Industrial injury sablement benefi t 1 6 12 16 21 7 11 6 14 11 11 
Sickness, industrial injury bonefit.. 5 6 18 9 3 8 10 5 4 13 6 
Widows' benefits .. .. 42 27 55 67 49 44 44 32 21 16 40 
Statutory Maternity allowance/pa~ 3 1 2 10 11 11 13 14 16 5 9 
Miscellaneous contributory bene ns 6 11 9 7 5 3 2 2 2 2 5 

Non-contributory 
225 Income supporV Supplemenrary benefit 272 466 531 350 195 123 129 67 64 54 

Child benefit 31 95 173 207 257 331 324 322 286 305 233 
Housing benent .. 435 640 438 226 123 59 37 26 13 5 200 
Invalid care allowance 3 2 2 4 16 6 4 11 2 4 5 
Attendance allowance .. 2 8 36 59 52 23 21 25 23 15 26 
Mobility allowance 7 21 35 55 32 22 29 18 24 10 25 
War pensions .. .. 9 5 11 12 16 3 4 8 7 10 9 
severe disablement allowance 13 30 52 91 57 32 23 35 36 28 40 
Student maintenance awards 30 10 27 28 20 45 20 17 43 47 29 
Government training schemes .. 6 5 18 18 32 26 35 40 51 28 26 
Family crediV income supplemenr 2 12 19 52 31 9 7 3 0 3 14 
Other non-contributory benefus •. 18 19 57 24 22 10 18 12 0 3 18 

Total cash benefits 2411 3 144 3309 2636 1936 1 453 1 244 1 106 970 917 1913 

Gross income 3007 4 134 5642 7920 10 317 12 837 15 521 18 778 23 831 40 794 14 277 

Direct taxes and Employees' NIC 
Income tax .. .. 188 120 281 792 1197 1 670 21 76 2 841 3 882 7173 2032 
less: Ta)( relief at source ''I 15 15 41 80 159 236 302 395 446 581 227 
Employees' N I contributions 13 21 82 253 456 669 851 1 020 1 306 1 433 610 
Domestic rates (gross) .. 440 456 471 495 503 528 543 593 631 819 548 
Total 626 581 793 I 460 1997 2632 3267 4 060 5373 8 845 2963 

Disposable Income 2381 3552 4 850 6 460 8319 10 205 12 254 14 718 18 458 31 950 11 313 

Indirect taxes 
Taxes on final goods and services 

VAT .. .. .. 227 268 381 593 742 875 1 063 1 251 1 497 2052 695 
Duty on tobacco .. 83 118 183 215 224 250 258 266 268 224 209 
Duty on beer and cider .. 19 23 42 67 79 106 121 129 161 146 89 
Duty on wines .. .. 5 6 9 15 19 22 29 40 52 110 31 
Duty on spirits .. .. 20 24 34 59 49 62 79 84 111 124 65 
Duty on hydrocarbon oils 26 41 74 117 162 184 235 260 303 342 174 
Car tax .. 5 2 7 24 34 31 52 61 72 72 36 
Vehicle excise duty 16 23 45 62 79 91 109 119 141 146 83 
Television licences 39 41 46 48 52 54 56 55 56 57 50 
Stamp duty on house pu;chase .. 5 4 6 12 17 24 28 40 46 58 24 
Customs· duties 12 14 19 28 35 41 47 52 62 76 39 
Boning taxes 12 15 27 32 40 59 50 44 61 45 38 
Other 7 6 11 11 13 15 16 19 19 28 15 

Intermediate taxes 
Commercial and industrial rates .. 62 72 93 126 148 174 199 229 266 367 176 
Employers' NI contributions 70 81 106 145 170 203 231 266 309 455 204 
Duty on hydrocarbon oils 31 36 47 61 70 86 97 108 125 182 84 
Vehicle excise duty 7 8 11 15 17 22 24 27 31 46 21 
Other .. 30 34 45 61 72 83 95 108 125 179 63 

Total indirect taxes 676 819 1 166 1689 2023 2 383 2 792 3159 3 705 4 730 2316 

Post-tax Income .. 1 706 2 733 3664 4 771 6 297 7 822 9 462 11 559 14 753 27 220 8997 

Benefits in kind 
Education 184 22 1 525 618 780 1 037 1 001 1 118 1043 I 023 755 
National health service 906 1049 1 094 946 914 911 884 887 871 939 940 
Housing subsidy .. 86 120 111 79 57 45 27 31 16 14 59 
Rail travel subscdy .. 7 5 8 13 17 32 27 35 39 68 25 
Bus travel subsidd .. 28 36 41 27 21 20 20 18 17 22 25 
School meals an welfare milk 7 27 50 37 22 27 26 18 19 16 25 
Total I 220 1459 1 828 1 721 1809 2071 1 986 2107 2006 2081 1 829 

Final income 2 925 4192 5 492 6 492 6106 9 893 11 448 13 666 16 759 29 302 10 826 

1 On mortgage lntetO$! and life assurance premums. 



Cross-tabulation of households ranked by disposable Income, unadjusted and equlvallsed, 
1988 

TABLE 3 (Appendix 3) 

(i) Qulntile groups 
Quintile groups of equlvallsed disposable income All 

house-
Botlom 2nd 3rd 4th Top holds 

Number of households 

Quintile groups of unadjusted 
disposable income 

Bottom 915 538 1 453 
2nd 479 519 287 168 1 453 
3rd 53 326 658 269 147 1 453 
4th 6 68 452 620 307 1 453 
Top 2 56 396 999 1 453 

IJ 

All households 1 453 1 453 1 453 1 453 1 453 7 265 

11 (il) Declle groups 

I 
Decile groups of equlvallsed disposable income All 

house-
Botlom 2nd 3rd 4th 5th 6th 7th 8th 9th Top holds 

Numbor of households 

Oecile groups of unad)usted 
disposable income 

Bottom 368 265 93 726 
2nd 202 80 275 170 727 
3rd 107 252 167 15 107 79 727 
4th 38 82 91 246 69 32 128 40 726 
5th 8 33 71 121 202 148 5 88 51 727 

6th 3 9 24 110 163 145 175 1 82 14 726 
7th 5 4 46 127 152 113 215 1 63 727 
8th 2 16 47 126 170 122 203 40 726 
9th 2 12 41 110 197 208 157 727 
Top 3 26 63 182 452 726 

------
All households 727 726 727 726 727 726 727 726 727 726 7 265 



Summary of the effects of taxes and benefits, 1977-1988 
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Summary of the effects of taxes and benefits, 19n-1988 
TABLE 1 (Appendix 4) 

Ouintile groups of households ranked by equivalised disposable income All 
house-

Botlom 2nd 3rd 4th Top holds 

Average par household(£ par year) 

1977 

Origlnallncome .. 762 2186 3966 5344 7955 4 043 
plus cash benefits 1 033 801 527 347 223 586 

Gross Income 1 795 2987 4 493 5 690 8178 4 629 
less direct taxes'ii & employees· NIC 316 596 1 008 1 386 1 994 1 060 

Disposable Income .. .. 1 479 2390 3 486 4 305 6184 3 569 

Equivalised disposable lncom9 I 457 2052 2664 3458 5451 3016 

less Indirect taxes 344 499 748 864 1057 702 
Post-tax Income 1 135 1 892 2 737 3 441 5127 2866 

plus benefits in k.ind 764 801 827 671 500 713 
Final income .. .. 1899 2692 3564 4 112 5627 3579 

1979 

I Origlnallncome .. 674 2683 5 112 7 229 10 292 5198 
plus cash benefits 1 454 1121 736 472 327 822 

Gross income .. 2128 3804 5848 7 701 10619 6020 

I I 
less dlrocttaxes' '' & employees' NIC 257 622 1178 1 688 2408 1231 

Disposable Income .. .. 1 871 3182 4 669 6 013 8211 4 789 

Equlvalised disposable income I 934 2749 3656 4 783 7354 4 095 

11 

less Indirect taxes 397 673 1 033 1 292 1 560 991 
Post-tax Income 1 474 2509 3636 4 722 6651 3 796 

plus benefits In kind 947 1 067 t 041 850 574 696 
Final income 2422 3576 4 677 5572 7 225 4 694 

1981 

I 
I Oriftinallncome .. 1 141 3354 6613 9587 14 868 7 113 

pus cash benefits 2013 1651 1 045 744 442 1 179 
Gross Income 3154 5005 7 656 10 332 15 310 8 292 

less direct taxes'ii & employees' NIC 427 858 1 638 2 410 3 705 1 607 
Disposable Income .. .. 2 728 4 147 6 020 7 922 11 605 6 465 

Equivalised disposable income 2586 3621 4 764 6287 10424 5537 

less indirect taxes 699 956 1 396 1 778 2 226 1 41 1 
Post-tax income 2 029 3191 4 624 6 144 9376 5074 

plus benefits In kind 1 502 1464 1398 1 199 830 1 279 
Final income .. 3531 4654 6023 7 343 10 209 6352 

1963 

OriPtlnal Income .. 1 267 3191 7136 10 226 16870 7738 
p us cash benefits 2467 2181 1433 1042 618 1548 

Gross Income 3 734 5372 8 569 11 267 17 466 9 286 
less direct taxescii & employees' NIC 496 867 1850 2 654 4 41 1 2056 

Disposable Income .. .. 3 236 4 505 6 719 6 613 13077 7 230 

Equivalised disposable Income 2990 4162 5411 7122 11857 6309 

less Indirect taxes 675 1 054 1591 1968 2516 1 605 
Post-tax Income 236 1 3450 5 t27 6 625 10 559 5 625 
plus benefits in ki·nd 1648 1 541 1 543 1 250 1090 1 415 

Final Income .. 4 009 4 991 6671 7 875 11649 7 039 

1985 

Original income .. 1 156 3323 6 317 12382 20 050 9045 
plus cash beneli ts 2925 2 514 1636 1038 675 1 756 

Gross income .. .. 4 061 5 637 9 955 13 420 20726 10 603 
less direct taxest•l & employees' NIC 522 920 2 015 3096 5117 2 334 

Disposable Income .. .. 3 559 4 917 7 940 10 323 15 609 6 469 

Equivallsod disposablo incom9 3413 4 726 6337 8573 14 126 7435 

less indirect taxes 945 1 123 1 853 2297 2 619 1 607 
Post-tax income 2 615 3 794 6067 6 025 12 790 6662 

plus benefits In kind 1 685 1565 1673 1 321 1016 1456 
F1nal income .. 4300 5379 7760 9346 13 805 8116 

t After tax rollof at source on m:mgago lnlorest and IIlo assuranco promlums and lndudlng 
gross domestic rates. 



Summary of the effects of taxes and benefits, 1977-1988 

TABLE 1 (Appendix 4) (continued) 

Quintlle groups of households ranked by equivalised disposable income All 
house· 

Bono m 2nd 3rd 4th Top holds 

Average per household (£ par year) 

1987 

OriRinal income .. 1 223 3851 9 473 14 506 25 469 10904 
p us cash benefits 3173 2776 1 670 1 072 668 1 912 

Gross Income .. .. 4 396 6627 11 343 15 578 26136 12 816 
less direct taxes''' & employees' NIC 582 1 061 2241 3 431 6396 2742 

Disposable Income .. .. 3815 5566 9102 12 146 19740 10 074 

Equlvalised disposable income 3 725 5372 7446 10 228 18539 9062 

less indirect taxes 1038 1303 2 122 2592 3183 2048 
Post· tax income 2776 4 263 6980 9555 16 557 8026 

plus benefits in kind 2045 1 815 1890 1 520 1101 1674 
Final Income .. 4 821 6078 8 871 11 075 17 658 9700 

1988 

O~lnallncome .. 1211 4 440 10746 16 255 29166 12364 
us cash benefits 3 215 2 798 1 756 1080 715 1 913 

Gross income .. .. 4 426 7 239 12501 17 336 29 881 14 277 
less direct taxes' '' & employees' NIC 667 1 220 2448 3 792 6 689 2963 

Disposable income .. .. 3 759 6 019 10 053 13 544 23 192 11313 

Equlvallsed disposable income 3836 5741 8228 11423 21323 10 110 

less indirect taxes 1 081 1 475 2408 2 902 3 714 2 316 
Post· tax income 2678 4 544 7645 10 642 19 478 8 997 

plus benefits In kind 2124 2024 2 056 1 722 1 219 1 829 
Final Income .. .. 4 802 6 568 9701 12 363 20 697 10826 

1 Aher tax relief at source on mortgage Interest and 111o assurance premiums and Including gross domestic ratos. 



1[[11 

Standard errors for the five Income measures given In Table 1, 1977-1988 

TABLE 2 (Appendix 4) 

Quintile groups of households ranked by equivalised disposable Income All 
house-

Bottom 2nd 3rd 4th Top holds 

(C par yoar) 

1977 

Original income 58 197 221 216 157 53 
Gross Income .. 48 157 195 207 157 48 
Disposable income 32 114 147 155 121 36 

Equlva/lsed disposable income 15 18 24 30 94 27 

PosHax income 28 92 124 133 110 31 
Final income .. 56 152 188 182 120 35 

1979 

Original income 66 276 305 325 206 73 
Gross income .. 60 228 284 320 207 67 
Disposable income 48 177 221 247 158 50 

Equive/lsed disposable income 20 33 38 49 102 36 

Post-tax income 41 143 185 213 143 43 
Final income .. 79 247 269 273 155 47 

1981 

Original Income 88 331 391 433 335 108 
Gross income .. 78 272 347 413 334 100 
Disposable income 63 207 259 305 284 78 

Equivslised disposable income 26 34 48 64 251 64 

Post-tax Income 54 159 215 253 270 69 
Final income .. 107 268 320 335 281 73 

1983 

Original income 100 394 471 503 358 119 
Gross income .. 93 323 402 466 355 108 
Disposable income 80 244 296 343 269 79 

Equivallsod disposable income 35 35 57 71 216 63 

Post-tax Income 69 193 242 282 248 68 
Final income .. 126 348 376 367 268 75 

1985 

Original income 103 432 578 602 463 147 
Gross income .• 96 347 506 580 460 134 
()jsposable Income 79 259 383 432 345 99 

Equlvellsed disposable Income 36 45 73 94 237 74 

Post-tax income 90 204 316 370 318 88 
Final income .. 140 340 458 469 340 92 

1987 

Original income 107 459 608 635 595 179 
Gross Income .• 100 370 526 609 596 167 
Disposable income 88 285 401 456 445 124 

Equlval/sed disposable income 37 58 82 119 382 105 

Post-tax Income 77 226 338 403 423 111 
Final income .. 161 382 485 505 438 116 

1908 

Original income 114 550 658 725 908 241 
Gross Income .. 107 469 570 706 906 231 
Disposable income .90 315 432 538 780 t88 

Equlvallsed disposable income 44 71 100 136 685 162 

Post·1ax income 85 251 363 464 761 175 
Final Income .. t63 421 534 609 772 180 



Number of households in the FES sample for each year, 1977-1988 

TABLE 3 (Appendix 4) 

1977 1979 1981 1983 1985 1987 1988 

I) Numbers In sample 

Household type 

Non-retired 5 623 5196 5 764 5 264 5 220 5 459 5381 

Retired 1 575 1 581 1 761 1 709 1 792 1 937 1 884 

1 adult retired .. .. 860 878 951 908 966 1 059 1 027 
2 or more adults retired 715 703 8 10 801 826 878 857 
1 adult non-retired 564 618 607 671 694 799 811 
2 adults non-retired 1 615 1 424 1 584 1 380 1 444 1 490 1 520 
3 or more adul ts non-retired 640 538 710 616 635 682 642 

1 adult with children 190 196 228 250 230 284 282 
2 adults with 1 child 680 623 649 622 604 592 568 
2 adults 2 children .. .. 926 892 986 887 864 874 870 
2 adults with 3 or more children 466 396 426 388 336 340 324 
3 or more adults with children .. 542 509 574 450 413 398 364 

All households .. 7 198 6 777 7 525 6 973 7 012 7 396 7 265 

11) Percentages 

Household type 

Non-retired 78 77 77 75 74 74 74 

Retired 22 23 23 25 26 26 26 

1 adult retired .. .. 12 13 13 13 14 14 14 
2 or more adults retired 10 10 11 11 12 12 12 
1 adult non-retired 8 9 8 10 10 11 11 
2 adults non-retired .. 22 21 21 20 21 20 21 
3 or more adults non-retired 9 8 9 9 9 9 9 

1 adult with children 3 3 3 4 3 4 4 
2 adults with 1 child 9 9 9 9 9 8 8 
2 adults 2 children .. .. 13 13 13 13 12 12 12 
2 adults with 3 or more children 6 6 6 6 5 5 4 
3 or more adults with children .. 8 8 8 6 6 5 5 

All households 100 100 100 100 100 100 100 



11 
Distribution of households<1l in the FES sample each year, 1977-1988 

By declle groups of households ranked by equlvallsed disposable Income 

TABLE 4 (Appendix 4) 

Retired households Non-Retired households 

2 adults 3 or more 
2 or 3 or 1 adult 2 adults 2 adults wlth3 adults All 

more more with with with 2 or more with house· 
1 adult adults 1 adult 2 adults adults children 1 child children children children holds 

1977 

Docile gro~s of households ranked 
by oquiv 1sed disposable income 

Bottom .. .. .. 211 167 38 53 13 61 40 53 57 27 720 
2nd 236 189 40 43 10 33 31 55 64 19 720 
3rd 216 120 29 82 21 22 48 85 59 37 719 
4th 81 79 44 116 42 23 66 133 70 66 720 
5th 31 48 50 146 55 12 64 144 68 82 720 

6th 24 30 45 149 89 13 90 130 44 106 720 
7th 16 31 62 186 89 7 99 11 2 36 82 720 
8th 19 18 71 224 106 9 93 10t 22 56 719 
9th 8 14 68 200 128 5 83 62 20 39 720 
Top. 18 19 117 323 87 5 46 51 26 28 720 

All households .. 860 715 564 1 615 640 190 680 926 466 542 7198 

1979 

~ile grou~s of households ranked 
by oquiva ised disposable income 

Bot1om 227 190 59 32 9 48 18 24 60 11 678 
2nd 277 189 17 30 7 28 19 52 37 21 677 
3rd 190 116 39 65 19 28 48 80 53 40 678 
4th 73 72 47 112 34 19 70 111 72 68 678 
5th 28 45 46 119 34 19 95 161 54 77 678 

I 
6th 34 34 74 108 61 12 86 141 41 86 677 
7th 10 17 71 161 73 16 109 11 7 31 73 678 
8th 13 18 69 204 107 10 70 96 23 68 678 
9th 13 15 79 286 102 8 57 63 14 40 677 
Top 13 7 117 307 92 8 51 47 11 25 678 

11 

All households .. 878 703 618 1 424 538 196 623 892 396 509 6 777 

1981 

Declle grou~s of households ranked 
by equiva ised disposable income 

Bottom 177 162 50 54 12 58 29 71 91 49 753 
2nd 253 209 31 39 15 41 25 60 55 24 752 
3rd 252 132 30 61 23 24 33 93 50 55 753 
4th 113 85 43 96 54 34 67 129 67 64 752 
5th 51 69 49 146 48 13 103 146 45 83 753 

6th 29 42 57 151 84 18 92 161 37 81 752 
7th 28 38 64 186 112 8 89 126 23 79 753 
8th 22 24 69 214 156 13 72 81 24 76 751 
9th 15 30 78 296 113 9 79 76 16 42 754 
Top 11 19 136 341 93 10 60 43 18 21 752 

All households .. 951 810 607 1584 710 228 649 986 426 574 7 525 

1983 

Decile grou~s of households ranked 
by equiva ised disposable Income 

Bottom 152 117 81 63 23 52 30 58 62 39 697 
2nd 165 190 46 47 17 59 36 56 51 31 698 
3rd 224 132 31 58 19 42 39 74 48 30 697 
4th 159 92 49 80 39 30 46 101 51 50 697 
5th 62 72 38 117 67 17 84 137 34 70 698 

6th 47 50 60 133 69 16 83 134 38 67 697 
7th 40 52 71 155 95 7 72 109 28 68 697 
8th 22 40 78 194 106 11 90 82 22 52 697 
9th 15 27 94 239 116 9 83 72 19 24 698 
Top 22 29 123 294 65 7 59 64 15 19 697 

All households .. 908 801 671 1380 616 250 622 887 388 450 6 973 

1 See Appendix 2 fOf do11nhions of relwod llOutOhold&, aduh& nnd chll<lren. 



Distribution of households<,, in the FES sample each year, 1977-1988 

By declle groups of households ranked by equlvallsed disposable Income 

TABLE 4 (Appendix 4) (connnuod) 

Retired households Non· Retired households 

2 adults 3 or more 
2 or 3or 1 adult 2 adults 2 adults with3 adults All 

more more wi th with wlth2 or more with house· 
1 adult adults 1 adult 2 adults adults children 1 child children children children holds 

1985 

Decile groufls of households ranked 
by equiva I sed disposable income 

Bottom .. 00 00 152 134 66 74 16 42 37 71 76 33 701 
2nd 166 211 60 51 17 59 39 45 28 25 701 
3rd 278 120 37 57 25 38 37 62 30 18 702 
4th 163 102 39 78 45 30 57 103 44 40 701 
5th .66 61 62 110 72 17 74 119 48 72 701 

61h 40 66 56 114 79 13 80 138 43 72 701 
7th 30 36 74 185 104 18 80 92 26 56 701 
8th 25 37 88 203 102 4 85 97 17 44 702 
9th 28 34 94 253 101 5 62 80 13 31 701 
Top 18 25 118 319 74 4 53 57 11 22 701 

All households 00 966 826 694 1 444 635 230 604 864 336 413 7 012 

1987 

Decile grou~s of households ranked 
by equiva ised disposable income 

Bouom 195 122 59 69 25 58 43 70 60 39 740 
2nd 211 188 51 50 23 79 26 44 39 28 739 
3rd 286 118 64 55 19 50 29 49 36 34 740 
4th 144 139 50 85 56 36 46 98 47 38 739 
51h 71 93 69 122 63 25 69 126 47 55 740 

6th 38 62 63 140 105 11 82 128 43 68 740 
7th 42 54 86 159 106 10 90 123 19 50 739 
81h 21 40 87 217 117 8 81 106 15 48 740 
9th 20 34 113 276 101 5 65 74 25 26 739 
Top 31 28 157 317 67 2 61 56 9 12 740 

All households 00 1059 878 799 1 490 682 284 592 874 340 398 7396 

1988 

Docile grour.s of households ranked 
by equiva ised disposable income 

Bottom 204 135 80 62 17 69 38 59 42 21 727 
2nd 192 206 71 45 14 79 28 36 34 21 726 
3rd 305 119 48 57 30 39 26 58 26 19 727 
4th 127 107 51 114 53 27 53 96 53 45 726 
5th 53 95 50 122 79 21 68 151 42 46 727 

6th 51 70 57 143 99 17 64 127 41 57 726 
7th 34 39 93 162 88 16 95 113 26 61 727 
Bth 23 32 105 223 103 8 72 95 25 40 726 
9th 17 31 116 270 100 4 71 69 15 34 727 
Top 21 23 140 322 59 2 53 66 20 20 726 

All households 00 1 027 857 811 1 520 642 282 568 870 324 364 7 265 

1 Soe Appeodir 21or dollnillons of retrod households. adulls and children. 


