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In Brief 

Articles 

This month we feature three articles. 

Alwyn Pritchard of ONS introduces measuring productivity change in the provision of public services. This article provides a first progress 
report on this new initiative. 11 describes how productivity might be measured in this context and includes indicative results for some 
areas. In addition, the article explains where public services fit into the national accounting framework, defines productivity and examines 
the related concepts of government inputs and outputs. 

Carolina Lakin of ONS discusses the effects of taxes and benefits on household income in 2000-2001. The article examines how the 
distribution of income among households in the UK is modified by government benefits and taxation, which reduce the differences in 
incomes between households. Before taxes and benefits, the top fifth of households have an average income of around eighteen times 
as great as the bottom fifth; after taxes and benefits the ratio is greatly reduced to four to one. Inequality of disposable income has 
changed over time; it was stable in the first half of the 1980s, and then increased rapidly to a peak around 1990. 11 then fell slightly in the 
first half of the 1990s, although the fall only reversed a small part of the rise seen in the previous decade. The latest data shows that 
inequality of disposable income rose again in the second half of the 1990s but has flattened off by the end of the period. 

Andrew Linacre of ONS gives an account of Regional, sub-regional and local area household income. The article presents estimates that 
describe differences in the level and composition of household sector incomes between geographic regions and sub-regions for calendar 
years 1995 to 1999 and at local area level for the period 1997 to 1999. Regional figures update the provisional estimates published in 
July 2001. The estimates published in this article are produced in accordance with the European System of Accounts 1995 (ESA95) and 
are consistent with the 2001 edition of the UK National Accounts -The Blue Book. 

Changes 

The regular quarterly Regional economic indicators article has had to be postponed and will now be published in the June edition. 

Table 6.4 formerly General government receipts and expenditure, is now Public sector receipts and expenditure. 

Table 6.5 now includes Public sector net debt and public sector net debt as a percentage of GDP. 

Recent economic publications 

Quarterly 
Consumer Trends: 2001 quarter 4. Available for down loading from the National Statistics website www.statistics.gov.uklproducts/ 
p242.asp 
United Kingdom Economic Accounts: 2001 quarter 4. TSO, ISBN 0 11 621544 5. Price £26. 
UK Trade in Goods analysed in terms of industries (MQ1 0): 2001 quarter 4. Available for downloading from the National Statistics 
website www.statistlcs.gov.uk/products/p731.asp 

Monthly 
Financial Statistics: April2002. TSO, ISBN 0 11 621497 X. Price £23.50. 
Focus on Consumer Price Indices: March 2002. Available for down loading from the National Statistics website www.statistics.gov.ukl 
products/p867 .asp 
Monthly Review of External Trade Statistics (MM24): February 2002. Available for downloading from the National Statistics website 
www.statlstics.gov.uk/products/p613.asp 

TSO publications are available by telephoning 0870 600 5522, tax 0870 600 5533, e-mail bookorders@theso.co.uk or online at 
www.clicktso.com 



Economic Update· May 2002 
Geoff lily, Macroeconomic Assessment. Office for National Statistics 

Address: 04120, 1 Drummond Gate, London, SW1V 2QQ, tel: 020 7533 5919, E-mail: geoff.tily@ONS.gov.uk 

Overview 
UK GDP has showed only marginal growth over the past two quarters, despite some ~timism as to giOOal conditions. Ongoing slow growth was ctiven 

by continued falls in production sector output. and weaker growth in the service sector. The UK manufacturing sector has been in recession for five 

~rters, ciiven strongly by the shatp contraction in the ICT sector but also by ongoing declines in most other lndJstries. While service sector growth 

had been more rOOust. it weakened through 2001. Household demand grew strongly ttvoughout 2001, CICCOfll)anied by a shatp rise in indebted'less 

MC! may have slowed a litUe into 2002. Investment was weak throl.l!jl2001, set against a background of falling rneasll8d profits and concerns again 

about the indebtectless of the corporate sector. Exports Clld irJl)Orts show VfMY large falls on the year, with little evidence c:A a reversal. L.axu market 

figures show deterioration over the start of 2001, but s~tly have essentially remained flat. Earnings have slowed Slbstantially over 2001. 

ProdJcer price data show deflation coming Into the factory and zero inflation coming out. RPIX remains close to target. 

GDP activity 

The preliminary estimate of GDP growth shows growth of only 0.1 per 

cent between the fourth quarter of 2001 and the first quarter of 2002, 

following zero growth into the fourth quarter. Growth COflllClring the first 

quarter of 2002 with the same quarter a year ago was 1. 0 per cent, the 

lowest figure since the economy emerged from the 1990-91 recession 

(figure 1). 

Figure 1 
Gross Domestic Product 
growth 
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On the output side the weaker GDP is mainly driven by a manufacturing 

sector that has been in recession throur;toot 2001, but also by declines in 

the mining and energy sectors and more Sltx1Jed services growth. From 

the expenditure perspective, low GDP has been driven by weak 

investment and falling trade. 

The UK slowdown in 2001 came alongside a deteriorating global 

environment. In the third and fourth quarters GDP declined or was weak 

in the world's three largest economies, Japan, the United States and 

Germany. From the corporate perspective, increasing numbers of 

companies have announced profit warnings and redundancies, credit 

agencies have reported a higher level of debt default, spreads between 

corporate and government debt are at high lavels and over the past two 

years stock markets have seen large falls in value all over the world. 

While some have seen reasoos for renewed q:>timism at the start of 2002, 

the extent to which tangible improvement has been seen remains 

debatti:>le. 

Figure 2 
Services 
growth 
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UK GDP growth has for some time been supported by robust growth in 

the service sector, but latest figures show this swears to have weakened 

in 2001 andinto2002. 1nthefirstquarterof2002 servicesoutputgrewby 

0.5 per cent compared with the previous quarter, the same as growth in 

the fourth quarter (figure 2). In the first quarter growth compared with the 

same period a year ago was 2.4 per cent, the weakest figure since the 

fourth qater of 1995. The troad industrial breakcbNn is not yet availli:lle 

for quarter one, however, fourth quarter data showed the slowdown has 

been driven by a slowdown to the previously very strongly growing 'post 

and telecommunications services' (from annual growth of 16.9 per cent in 

the year to the third quarter of 2000 to growth of 4.8 per cent in the year 



to the fourth QJarter of 2001 ), slightly weakening business activities in the 

second half of 2001, as well as ongoing falls in 'hotels and restaurants' 

and 'transport and storage'. 

Figure 3 
Index of manufacturing 
growth 
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N. noted declines in the manufacturing sector oontinued in the first ~er. 

While the manufacturing figure that feedc:l into the first quarter preliminary 

estimate ci GDP is not released, monthly index ci mcn.Jfacti.Jing prodJction 

figures sOO.v a decline ci 1.4 percent in the three months to February, l,.:> 

only a little from the decline of 1.9 percent in the fourth quarterof2001 

{fi~Jxe 3). Corrl)arirq malUfactlling outrxJt in the ltn!e months to FEbualy 

2002 with the same period a year ago shows an annual decline of 6.2 per 

cent. ~the largest decline since the recession ci 1990-91. The monthly 

The latest Confederation of British Industry quarterty industrial trends 

manufacturing survey Illustrates the apparent dichotomy between 

Increased confidence and actual impact on output. Figure 4 compares 

their business optimism Index into quarter one with their measure of 

output over the past four months: while the former Is at a nine year high, 

the lJllXOvement In the output measure is only marginal. 

Domestic demand 

GDP growth was Sl4)p0rted by vigorous household demand throughout 

2001. M-/aJ"l;f3 figures for 2002 based on retail sales Information suggest 

perhaps a slight moderation at the start of the year. 

National Accounts figures for household final consumption expendture in 

2001 showed average quarterly growth of 1.0 per cent, with only slight 

~latility. Growth in the year to the fourth q.Jarter was 4.1 per cent. However 

retail sales information over the turn of the year has suggested a slight 

weakening of consumer activity (figure 5). While In the first quarter of 

2002 retail sales grew by a still robust 0.9 per cent compared to the 

previous quarter, this was below growth of 1.3 per cent In the fourth 

quarter and more generally below growth throughout 2001. 

Figure 5 
Retail sales 
growth 
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data on the other hand showed a modest increase in output between 2 
3 months on previous 3 months 

January and February of 0.4 per cent. Figure 3 also puts this monthly 1 .5 

change figure into a longer run perspective, and the volatility suggests 

that caution should be exercised before taking the figLre as indcative of a 

change in trend. lt should also be noted that part of the reason for this 

monthly increase can be attributed to the performance of a single 

ptmnaceulicals COf'l'llCiny. 

Figure 4 
CBI:Buslness optimism & volume of total orders 
balcn:es 
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External sources offer mixed messages. On retailing the CBI data suggests 

a modest slowcbMl, v.t.ereas the British Retal Consatit..rn ~suggest 

ongoing strength. Coosurner confidence data records an l,.:>tum, but this 

follows a slump In confidence following 11 September that cid not have 

any material ifl'l)act oo actual sales. Pemaps in~ine with slightly weaker 

sales, Bank of England gross consumer credt figures showed modest 

weakening, with growth in the three months to February at 1.9 per cent 

compared with the previous three months down from quarterly growth 

3.7 per cent in quarter four (figure 6). More generally the still positive 

growth in consumer credit means that consumers cootinue to add to the 

stock ci debt that is to sane extent sustaining the~ IMs ci corlSl.ll'ler 



demand. The Bank of England has recently efll)hasised how the stock of 

household debt through bank lending is at an unprecedented rate, and 

has questioned whether households have become too indebted. For 

example, credit debt figures as a share of disposable income are at close 

to double their share In 1994. From this perspective household demand 

is at least partly dependent on both bank and buildng societies' willingness 

to lend and to houset'dds continuing to be ~e to meet the interest payments 

on previous and new borrowing. Many emphasise that with interest rates 

low, these debt servicing costs continue to remain relatively low. 

In contrast to household demand throughout 2001, the latest figures

which extend only to ~arterfour- suggest business investment is weak. 

In the year to the fourth ~arter of 2001 data showed a fall of 7.4 per cent, 

the largest fall since the 1990-91 recession. However much of this was 

ciJe to a particularty llgh fourth ~arter in 2000, and the profile of investment 
spending through the year really suggests that growth stalled in 2001. 

Comparing 2001 with 2000 investment spending declined by 1.1 per 
cent, following growth of 4.4 percent in 2000. 

Figure 6 
Consumer credit 
growth 
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The industry dis-aggregation is also Informative: following a sharp fall in 

2001 quarter one service sector Investment is seen to have declined 

modestly each ~rter of 2001, manufacturing investment fell away ~lte 

sharply In the second half of 2001. External indices echo the general 

weakness in 2001, with BCC manufacturing and services figures showing 

investment intentions slowing quite rapidly and deteriorating further into 

the fourth quarter and CBI manufacturing figures with a similar story. On 

the other hand, but in a similar way to external output measures, external 

investment indcators showed a slight increase in the first quarter of 2002. 

The weakening investment come as profits of companies are in decline, 

with private non-financial corporations' gross q:>erating surplus (excluding 

UK continental shelf companies) in the fourth ~arterof 2001 standng 2.0 

per cent below their level in the same quarter of 2000. Into 2001 as a 

whole gross operating surplus declined by 1.6 per cent following growth 

of 1.4 per cent into 2000. This weakening in profits set alongside weaker 

oil revenues and still high net property income payments has returned 

the sector to more substantial net borrowing of £11.8 billion in 2001, 

following the recovery to £3.7 billion in 2000. This net borrowing continues 

to add to the overall indebtedness of the private non-financial corporate 

sector (PNFC), where gross debt liabilities as a share of corporate profits 

are at a historic high. lt may be that investment is faltering as borrowing 

conditions become more stringent, and companies, as well as financial 

organisations, review the sustainability of overall indebtedness. 

Figure 7 
Business investment 
growth 
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Government output saw quarterly growth of 1.4 per cent into the fourth 

~erfoii<M'ing a decline of 0.9 per cent in the third. CCJrll)aring with the 

same quarter a year ago growth was 3.0 per cent. This output figure 

remains considerably weaker than current price government expendture, 

which grew by 7. 7 per cent in the year to the fourth quarter. Apart from 

inflation, the figures diverge because present Increases In cash 

expenditure are unlikely to have an immediate impact on government 

output. Public sector net borrowing figures are now available for the 

financial year 2001-2002 as a whole; these show that net borrowing was 
1.3 billion compared with a repayment of 15.9 billion in 2000-2001. The 

deterioration reflects the ongoing increases to cash expenditure set 

alongside a weakening of tax revenues as the economy slows. 

Finally on domestic demand, in the second and third quarters of 2001 

imports showed a substantial decline, however in the fourth quarter of 

2001 Clld the first two months of 2002 this decline has mOOerated.IIIL!Strating 
extent of the decline, in the year to the fourth quarter total imports fell by 

2.6 per cent and this is the largest annual decline since the 1991 recession. 

The ll'l<XBation is illustrated on Rgure9, which shows that index numbers 

for the volume of goods imports (excluding oil and erratics) from both EU 

and non-EU economies levelling off more recently. Looking at growth 

shows imports of goods increasing by 0.3 percent in the three months to 

February, this follows no growth between the second and third quarters. 



An apparent incongruence between weak imports, production falls, and 

strong household consuJllltion is explained to some extent by the rnarl<et 

sector breakdown of imports. Whle ~tal and intermeciate goods ilf'4)0rts 

are in decline, the imports of consumer goods and cars continue to grow 

fairty rcbustly. 

Figure 8 
Imports, excluding oil & erratics 
Index numbers 
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third. Over the year the current account remained fal~y stable at£ 17.4 

billion following £17.0 billion in 2000, with investmentincome increases 

largely offsetting trade decreases. 

Figure 9 
Exports, excluding oil & erratlcs 
index numbers 
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1998 1999 2000 2001 2002 More generally, the U K balance of payments has been negative in every 

Overseas demand 

In line with the global deterioration, UK export growth declined sharply 

throughout 2001 and this decline continued Into the first months of 2002, 

with sales falling to countries throughout the world. 

In the year to the fourth quarter of 2001 overall exports declined by 4.9 

per cen~ this was the largest decline since the 1980-81 recession. RQlf9 

9 shows export volume figures (excluding oil and erratics) to EU and 

non-EU countries have been fal~y volatile recently, but overall continue 

a OOwrlward trend. This trend is illustrated by growth figures: in the three 

months to February compared with the previous months overall goods 

exports fell by 6.4 per cen~ down on the decline of 1.8 per cent between 

the third and fourth quarters of 2001. Comparing with the same three 

months a year ago the decline In the three months to February was 11.4 

per cent By market sector, all sectors are in decline except the export of 

cars. 

The medium term movements of imports and exports are such that the 

balance of trade was on a widening trend between 1997 and 2001. The 

latest trade figures however show the balance may have now stopped 

widEring with an irrprovement into ~erfour2001 and the first months 

of2002. 

The overall current account deficit saw a marked deterioration to £7.6 

billion in the fruth q..ater of 2001 as the UK's ramally fai~y high investment 

inoome Sl.IJ)Ius fell to zero in the fOllth q.Jarterfollowing £3.7 billion in the 

year since 1985. The International Investment Position, reflecting the 

cunulative effect of these deficits, shows net finareiallictlllities of the U K at 

£93.2 billion at the end of 2001, a relatively large figure historically 

speaking, although an if1'4)1'0Vef11eft on figures of £133.4 billion in 1999. 

Labour Market 

The latest data continues to show the labour market flat after a slight 

deterioration into the second quarter of 2001. 

On errployment, the lctxuforce SJ.r11f!f figures show that the errplcyment 
rate deteriorated from 7 4.9 per cent between Mar-May 2001 to 7 4.6 per 
cent in the following three months. lt has remained at 7 4.6 per cent in each 

of the following three-fnonth periods, inclucing the latest from December 

2001 - February 2002 (figure 10). Figure 10 also shows the 

uneflllloyment rate has showed a similar trend, with the latest rate at 5.1 

percent 

Other labour market data presents a picture that varies slightly from the 

one just desaibed, with some statistics on the positive side, and others on 

the negative side. On the positive side: Q) the COll)t of~ continues 

to increase: by 30,000 between December 2001-Feb 2002 and 

Septermer-Noverrber2001; Qi) while the claimant count showed a slight 

rise in the fourth quarter, i1T4>rovements have resumed In 2002 and the 

claimant count rate has declined from 3.3 per cent in March 2001 to 3.1 

per cent in March 2002. On the negative side: (i) manufacturing 

employment Is declining at Its steepest rate since the 1990-91 recession 

with services employment also falling very slightly into quarter four 



(construction employment is holdng up the total); (ii) the number of Prices 

recimdancies has increased for five consecutive q.Jarters, rising by 18.4 

per cent over the year to Autumn 2001; (iii) the number of people who 

record themselves as economically inactive has increased by close to 

300,000 between the end of 1999 and the latest period; Qv) many new 

jobs created have been concentrated in older age groups, with the 

employment rates for under 50 year olds deteriorating across the past 

year. 

Figure 10 
Labour Force Survey 
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At the factory gate, output prices show no inflation and ifllut prices show 

deflation: the heacline output price index shows a fall of 0.3 per cent in the 

year to March and the input price index measure a fall of 2.5 per cent. 

Both figures are influenced by recent movements to the price of oil, but 

underlying measures across recent months continue to confirm the same 

overall story. This weak producer price inflation follows perhaps from the 
deteriorating global condtions, with over-sl.pply becoming a significant 

phenomenon. 

In March 2002 RPIX inflation was 2.3 per cent. This headline figure is 

below the Monetary Policy Committee's target. and the figures for'other 

goods' (including, for example, cars, consumer durables, clothing and 

DIY goods), the series perhaps most susceptible to consumer demand 

pressures has shown a resumed acceleration in the rate of deflation 

6 (figure 12). 
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The average earnings Index echoes the more slbdued labour market. 

Agure 11 shows that accordng to the heacline rate earnings have slowed 

very sharply. Over the past year the heacline rate slowed to 1.9 per cent 

in February 2002 from 5.3 per cent in February 2001. 

Figure 11 
Average earnings Index 
growth on a year ago 
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However this slowdown has been dominated by falling bonuses in the 

financial sector. The corresponding figures excluding bonuses show 

earnings growth pretty much unchanged, at 4.2 per cent in February 

2002 compared with 4.1 per cent in February 2001 . 

Figure 12 
Consumer prices 
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Forecasts for the UK Economy 

A comparison of independent forecasts, April 2002 
The tables below are extracted from HM Treasury's "FORECASTS FOR THE UK ECONOMY" and summarise the average and range of 

independent forecasts for 2002 and 2003, updated monthly. 

Independent Forecasts for 2002 

Average Lowest Highest 

GDP growth (per cent) 1.9 0.4 2.7 

Inflation rate (Q4: per cent) 

• RPI 2.4 1.3 4.0 

• RPI excl MIPs 
2.2 1.6 3.1 

Unemployment (Q4, mn) 1.04 0.90 1.20 

Current Account(£ bn) -21 .0 -29.7 -10.0 

PSNB * (2002-03, £ bn) 8.5 -2.0 15.4 

Independent Forecasts for 2003 

Average Lowest Highest 

GDP growth (per cent) 2.7 -0.1 3.6 

Inflation rate (Q4: per cent) 

• RPI 2.9 2.0 4.3 

• RPI excl MIPs 2.4 1.8 3.3 

Unemployment (Q4, mn) 1.01 0.66 1.35 

Current Account(£ bn) -22.7 -49.1 -8.0 

PSNB* (2003·04, £ bn) 13.8 6.6 22.0 

NOTE: "FORECASTS FOR THE UK ECONOMY" gives more detailed forecasts, covering 27 variables and is published monthly by HM 

Treasury, available on annual subscription, price £75. Subscription enquiries should be addressed to Miss B K Phamber, Public Enquiry 

Unit, HM Treasury, Room 88/2, Parliament Street, London SW1P 3AG (Tel: 020-7270 4558). lt is also available at the Treasury's Internet 

site: http://www.hm-treasury.gov.uk. 

* PSNB: Public Sector Net Borrowing. 



International Economic Indicators • May 2002 
Gladys Asogbon, Marcoeconomic Assessment· NationaJ Statistics 

Address: 04/20, 1 Drummond Gate, London, SW1V 2QQ, tel: 020 7533 5925, E-mail: gladys.asogbon@ONS.gov.uk 

Overview 
The slowdown in the world's major economies Is continuing, with Germany, France, Italy and Japan posting negative GDP growth in 2001 quarter four. 

However, 2001 quarter four saw the USA returning to positive GDP growth. Inflationary pressure is slowing and prices at the factory gate are still 

subdued. Industrial production is the area of main decline, with the severest declines occurring in Japan, but the start of 2002 shows slight increases 

·n production for several countries. Trade and investment are still in decline, but household demand is broadly holding up. Unemployment rises have 

~oderated slightly in the major economies. 

EU15 

The latest data shows that the EU economy did not grow in 2001 quarter 

four. GDP growth for the previous quarter was 0.3 per cent, while overall 

growth for 2001 was 1.8 per cent, compared with 3.5 per cent growth in 

2000. 

This latest data does not provide a breakdown of the components that 

contributed to GDP change. However, data up to 2001 quarter three 

show that the main sources of the slowdo'W!'l has been a sharp deterioration 
in investment compared with the previous year, accompanied by sharp 

weakening in both exports and imports. 

Index of Production data shows the potential source of the slowdown from 

the output perspective, with the fourth quarter of 2001 showing a contraction 

of 1,7 per from a revised fall of 0.4 per cent in the third quarter. Comparing 

2001 quarter four with the same quarter a year ago shows the Index 

falling by 3.5 per cent from a fall of 0.9 per cent in 2001 quarter three. 

Overall lOP growth for 2001 was a negative 0.1 per cent, a sharp 

contrastto growth of 4.7 per centfor 2000. 

The fourth quarter of 2001 saw a fall in annual producer prices, down 1.1 

per cent, after growing by 0.7 per cent in the third quarter. Growth in 

consumer prices continued to slow, with the rate dropping from 2.5 per 

cent in the third quarter to 2.0 per cent in the fourth quarter. The most 

recent figures show consumer price inflation remaining at 2.0 per cent In 

February. Producer prices growth has fallen by 0.7 per cent in both 

January and February 2002. 

EU employment figures continue to show growth, although at a declining 

for the previous month and up only marginally from 7.6 per cent throughout 

2001. Annual earnings growth slowed to 2.5 per cent in the year to 2001 

quarter four, having previously held up at 3.4 per cent for both quarters 

two and three. 

Germany 

The latest data for Germany shows quarterly GDP growth contracting for 

the second consecutive quarter (figure 1 ). Growth fell by 0.3 per cent in 

the fourth quarter from a fall of 0.2 per cent in the third. All components of 

GDP are weak, with households and investment making negative 

contributions of 0.3 per cent and 0.2 per cent to quarterly GDP respectively. 

Retail sales figures echo consumer demand weakness with sales for the 

fourth quarter of 2001 showing a sharp decline of 2.1 per cent from a 

decline of 0. 7 per cent in the previous quarter. Also exports which had 

previously made positive contributions to GDP made a negative contribution 

of 0.4 per cent. However, government consumption and inventories both 

supported GDP by making strong positive contributions to GDP growth in 

the fourth quarter of 0.2 per cent and 0.4 per cent respectively, after both 

made negative contributions in the previous quarter. 

Figure 1 
GDP: Germany, France & Italy 
growth, quarter on previous quarter 

2 

1.5 

1 

Germany 
France 
Italy 

rate. Annual growth for2001 was 1.2 percent down from 1.7 percent in 0.5 

the previous year. Annual growth in the year to the fourth quarter was 

0.8 per cent down from 1.0 per cent in 2001 quarter three. The 

unemployment rate for February 2002 stood at7. 7 per cent, the same as 
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Industrial production, which showed a more modest decline in quarter 

three, dedined sharply in the fourth quarter of 2001, from a negative 0.5 

per cent In the third quarter to a negative 2.5 per cent in the fourth quarter. 

On the other hand, the percentage change of the index of production 

measured month on previous month has improved into this year, having 

been negative for most of last year. January's index of production was up 

1.0 per cent. However, the monthly changes tend to be more volatile. 

Consumer price inflation slowed in February to 1. 7 per cent from 2.1 per 

centin the previous month (figure 3). Producer prices growth also fell by 

0.3 per cent from a fall of 0.1 per cent in the previous month. 

The slowdown in output in 2001 appears to be feeding through to the 

unemployment figures. Unemployment was 8.1 per cent in February 

2002, the same as January's figure, but has been showing gradual 

increases from the recent trough of7.7 per cent In the fourth quarter of 

2000. Also, employment growth contracted in the fourth quarter of 2001, 

with annual growth figures for the quarter showing negative growth of0.2 

percent, thefirstfallsince 1997. 

In line with a deteriorating labour market, annual earnings growth 

weakened further, growing by just 1.1 per cent in the third quarter and 

fourth quarters, which, after accounting for inflation in the quarter, implied 

a fall in real earnings. 

France 

The latest figures for France show GDP quarterly growth negative for the 

frst time since 1996 quarter four. The French economy contracted by 0.1 

per cent in 2001 quarter four from a positive 0.5 per cent in the previous 

quarter (figure 1 ). 

Figure 2 
lOP: Germany, France & Italy 
growth, month on month a year ago 
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2001 quarter four saw firms reducing both investment and stocks, which 

made a zero and a negative contribution of0.4 per cent to GDP respectively. 

However, the main driver of the weakness In the French economy in 

quarter four is the substantial slowing in household spending, which 

contributed 0.1 per cent to GDP compared with an 0.6 contribution in the 

previous quarter. The fall in trade flows in France also accelerated in the 

fourth quarter, although overall trade still made a positive contribution of 
0.1 per cent to GDP. 

Figure 3 
CPI: Germany, France & Italy 
growth, month on month a year ago 
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Having returned to positive growth in 2001 quarter three after two 

consecutive quarters of negative growth, French Industrial production 

again contracted in the fourth quarter of 2001 by 1.5 per cent. However, 

January 2002 figures show a monthly increase. 

Consumer price inflation eased slightly in February 2002 and was 2.1 

per cent down from 2.3 per cent in January (figure 3). These recent 

figures are historically high when compared with past years when inflation 

was between 1.2 and 1.7 in the years 1997 to 2000. Producer prices 

growth was negative for the second consecutive month in February at 

0.3percent. 

The weaker economic activity is also feeding through to the unemployment 

figures. Unemployment rose slightly in February 2002 to 9.0 per cent of 

the workforce, from 8.9 per cent in the previous month, and 8.6 per cent 

in the third quarter of 2001. Employment growth also continued its 

slowdown in the fourth quarter of 2001, with the annual rate of 1.2 per 

cent 

-4 Reflecting the general slowdown, annual earnings growth continued to 

-6 +--.--.....----.----.----.--.--..--.....-.....----.----.----.---,...-~~ ease, slowing slightly from 4.2 per cent in the third quarter to 4.1 in the 
1997 1998 1999 2000 2001 2002 fourth. 



Italy Annual earnings growth continues to be weak, with growth in the fourth 

quarter of 2001 of 1.8 per cent, although this is the second successive 

The Italian economy contracted by a revised 0.2 per cent in the fourth quarter of slightly rising earnings growth 

quarter of 2001, after posting growth of 0.1 per cent in the previous 

quarter (figure 1). A closer look at the contributors to change In GDP USA 
shows that households moderated the fall in GDP by making the only 

positive contribution of 0.2 per cent, having made an equivalent negative 2001 quarter four data show the US economy returning to positive quarterly 

contribution in the previous quarter. The main drivers of the economy's GDP growth of a revised 0.4 per cent after negative growth of 0.3 per 

weakness are destocklng and trade, which made negative contributions cent in the third quarter (figure 5). Annual growth for 2001 as a whole 

of0.7 per cent and 0.3 per cent respectively. Government and investment was 1.2 per cent compared to 4.1 per cent the previous year. 

made zero contributions to GDP. 

As with other countries, on the output side this slowdown has been driven 

by production, with quarterly industrial production in 2001 quarter four 

falling by 1.8 per cent following a fall of 0.5 per cent in the previous 

quarter. Annual figures show a fall for the fourth quarter of 4.4 per cent 

from a tal of 1.2 per cent in the previous quarter. Overall industrial production 

contracted by 1.0 per cent In 2001. However, the monthly changes show 

production positive for the last two consecutive months of December and 

January, although these figures do tend to ftuctuate considerably. 

Figure 4 
Employment: Germany, France & Italy 
growth, quarter on previous quarter 
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Italy's CPI figures remained stable in February and March 2002 at 2.5 

per cent, up slightly from January's figure of 2.4 per cent (figure 3). Prices 

at the factory gate are still negative, with producer prices growth in February 

falling by 1. 4 per cent. 

Reflecting the slowdown in the economy, quarterly employment growth 

was negative in 2002 quarter one, contracting by 0.2 per cent, slightly 

down from negative growth of 0.1 per cent In the previous quarter (figure 

4). Recently updated unemployment figures show slight reductions in the 

unemployment rate since October. The rate in January 2002 was 9.0 per 

cent, down slightly from 9.1 per cent in December. 

Households and government spending both supported GDP growth by 

making positive and Increased contributions to the change in quarterly 

GDP growth of 1.0 per cent and 0.2 per cent respectively, with household 

spending rebounding strongly from 0.2 per cent in 2001 quarter three. 

The war on terrorism partly explains the increased government spending. 

On the other hand investment spending continues to decline and made a 

negative contribution to quarterly GDP growth of 0.3 per cent. Exports 

also made a negative contribution to quarterly GDP of 0.3 per cent and 

with an increase In Imports, trade made a zero contribution to GDP. 

Echoing the consumer demand figures, US retail sales data acx:elerated 

very rapidly on the quarter, with quarterly growth in 2001 quarter four of 

4.3 per cent compared with growth of 0.6 per cent in the previous quarter. 

The higher sales have been meet in part by falls in inventories, as 

stockbuilding made a large negative contribution to quarterly GDP of 0.6 

per cent. Cheap finance deals on cars appear to be partly responsible 

for this increased consumption. 

Figure 5 
GDP: USA & Japan 
growth, quarter on previous quarter 
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Industrial production in the US has continued to decline with a quarterly 

fall in 2001 quarter four of 1.7 per cent. 2001 quarter on quarter a year 

ago industrial production growth shows a decline of 5.8 per cent for 

quarter four, the largest decline since 1982 quarter four. On the other 



hand, January and February 2002 both show increases of 0.3 per cent. 

overall, the decline for 2001 was 3.6 per cent, having grown by 4.5 per 

cent the previous year. Continuing falls in manufacturing output, low 

capacity utilisation undercutting the incentive for new investment and 

previous over-investment may be reasons for these sharp declines. 

Despite of the spurt of consumer spending, inflationary pressures continue 

to remain subdued. Annual consumer prices slowed from 2.7 per cent in 

2001 quarter three to 1.8 in quarter four and was 1.1 per cent in January 

and February 2002. Producer prices growth also remains negative, 

with annual figures showing PPI declining by 1. 7 per cent in 2001 

quarter four from 0.6 per cent in the previous quarter. These falls in 

producer prices have continued into 2002 with falls of 2.3 per cent and 

2.0 per cent in January and February 2002 respectively. 

Having declined considerably in the second half of 2001 , unemployment 

figures are showing a slight improvement, with the rate now standing at 

5.5 per cent in February 2002 down from 5.6 per cent in January (figure 

6). Overall, employment In 2001 declined by 0.2 per cent compared to 

growth of 1.3 per cent in the previous year. 

Having increased significanUy in January 2002 by 4.2 per cent, annual 

earnings growth has returned to growth of 3.4 per cent, the rate at which 

it had been for the last seven months prior to January 2002. 

Japan 

Latest 2001 quarter four data shows the Japanese economy contracting 

by 1.2 per cent (figure 5). This is the third consecutive quarterly 

contraction of the economy. Analysis of the contributors to change in 

GDP show that a significant rise in private consumption of 1.1 per cent 

was overshadowed by a huge fall in the contribution of investment of 2. 2 

per cent Investment has not made an equivalent negative contribution 

to GDP since 197 4 quarter one. Government contributed 0.1 per cent to 

GDP, while changes in stock made a zero contribution to GDP. An 

increase in imports from a negative 0.4 per cent in 2001 quarter three to 

0.2 per cent ensured that trade made a net negative contribution to GDP 

of0.1 percent. 

Japanese industrial production remains in sharp decline, although the 

quarter four data shows that the rate of decline may have slowed a litHe. 

The quarterly figures show that the decline eased to a contraction of2.4 

per cent in 2001 quarter four, from a contraction of 4.0 per cent in the 

previous two quarters. However, the monthly figures show a resumed 

fall of 1.5 per cent into January and a contraction in the twelve months to 

January 2002 of 11 .1. This substantial deterioration may reflect the 

structure of the Japanese economy. The economy's dependence on 

the high tech industry make it particularly vulnerable to the vagaries of 

that industry and with the present downturn in many other economies, it is 

likely to experience difficulties in its trade position. 

Figure 6 
Unemployment: USA & Japan 
percentage of wori<force 
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Consumer and producer prices continue to fall , continuing the deflation 

that began in mid-1998. Annual growth figures for 2001 quarter four 

show that consumer and producer prices declined by 1.0 per cent and 

1.5 per cent respectively. 

The weakened economy, reflected mainly by deteriorating industrial 

production and persistent price deflation has led to severe job loses. 

However, the unemployment rate for January and February 2002 was 

5.3 per cent of the workforce, down slightly from 5.5 per cent in December 

2001 (figure 6). More generally though, the rate of unemployment is 

unprecedented since at least before 1960. Employment figures also 

show contraction for most of 2001, and also in the first two months of this 

year. Overall, in 2001 employment growth contracted by 0.5 per cent. 

Subsequently, earnings growth also contracted considerably with negative 

annual growth in 2001 quarter four of 0.6 per cent, slightly worse than 

2001 quarter three, where earnings fell by 0.4 per cent. The latest monthly 

figures show a large decline in earnings of 3.4 per cent in the year to 

January 2002. 

World Trade 

With national figures showing deterioration, world trade figures are now 

showing contraction in global trade, albeit at a lag due to later production 

of these figures. Total trade in manufactures for 2001 quarter two contracted 

by 2. 7 per cent (figure 7) and total trade in goods contracted by 2.2 per 

cent compared with contractions of 0.9 per cent and 0.2 per cent respectively 

in the previous quarter. 

A closer look at the breakdown of the total trade figures show that total 



export of manufactures contracted by 2.3 per cent in 2001 quarter three, Notes 
following a decline of 3.3 per cent in the second quarter of 2001. OECD 

exports of manufactures declined by 2.2 per cent in 2001 quarter three 

following a significant decline of 3.6 per cent in the previous quarter. 

Export of manufactures by non-OECD countries declined by 2.6 per cent 

in 2001 quarter three from a decline of 2.2 per cent in the previous 

quarter. Exports of goods also show considerable contraction in 2001 

quarter two, with the position showing a slight moderation in 2001 quarter 

three for both OECD and non-OECD countries. 2001 quarter four data 

for OECD exports of goods continues to show the contraction easing, with 

a fall of1 .2 percent, from a fall of 1.7 percent in the previous quarter. 

Imports have also contracted considerably, although as with exports, the 

contraction eased In 2001 quarter four. Total imports of manufactures 

contracted by 2.2 per cent in 2001 quarter two. 2001 quarter four data 

show OECD imports of both manufactures and goods declined by 1.0 per 

cent and 0.7 per cent respectively. Non- OECD imports of manufactures 

and goods contracted by 1.3 per cent and 1.2 per cent in 2001 quarter 

two respectively. 

The decelerating pace of contraction for the latest quarter four data relating 

to OECD economies could imply a slight easing in the deterioration of 

world trade activity. This could be partly as a result of the US economy 

posting a positive growth in 2001 quarter four. 

Figure 7 
World trade in manufactures 
growth 
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The series presented here are taken from the OECD's Main Economic 

Indicators and are shown for each of the G7 {except the UK) economies 

and for the European Union {EU15) countries in aggregate. The 

definitions and methodologies used conform to SNA 93. 

Comparisons of indicators over the same period should be treated with 

caution, as the length and timing of the economic cycles varies across 

countries. For world trade, goods includes manufactures, along with 

food, beverages and tobacco, basic materials and fuels. 

Data for EU15, France, Germany, Italy, the USA and Japan are all 

avaliablle on an SNA93 basis. Cross country comparisons are now 

The tables in this article are reprinted by the pennission of the OECD: 

Main Economic Indicators {May) Copyright OECD 2002 



1 European Union 15 

Contribution to change In GOP 

less 
GOP PFC GFC GFCF ChgStk1 Exports Imports loP Sales CPI PPI Earnings Empl Une.mpl 

Percentage change on a year earlier 
HUOT ILGB HUOS HUOU HUOV HUOW HUOX ILGV ILHP HYAB I LAI ILAR ILIJ GAOR 

1996 1.7 1.2 0.3 0.4 -0.5 1.5 1.2 0.6 0.6 2.5 0.7 3.5 0.5 10.6 

1997 2.6 1.3 0.2 0.7 0.1 3.1 2.7 3.8 1.5 2.0 0.9 2.9 1.0 10.4 

1998 2.9 1.9 0.3 1.3 0.4 2.1 3.1 3.8 2.9 1.8 -o.4 3.1 1.8 9.8 

1999 2.6 2.0 0.4 1.0 -0.2 1.8 2.4 1.8 2.0 1.2 2.7 1.7 9.0 

2000 3.5 1.7 0.4 1.0 -0.1 4.2 3.8 4.7 2.2 2.5 4.8 3.3 1.7 8.1 

2001 1.8 -0.1 1.5 2.5 1.2 3.0 1.2 7.6 

1999 01 2.0 2.1 0.5 0.9 -0.3 0.7 1.8 0.4 2.3 1.2 -1.8 2.8 1.9 9.3 
02 2.2 1.9 0.4 0.9 -0.3 1.1 1.9 0.6 1.2 1.1 -1.0 1.6 1.7 9.1 
03 2.7 2.0 0.4 1.1 -o.4 2.1 2.5 2.2 1.9 1.2 0.5 3.6 1.9 8.9 
04 3.5 2.0 0.5 1.1 3.2 3.2 4.2 2.8 1.6 2.4 2.7 1.7 8.6 

200001 3.7 1.8 0.4 1.1 -0.2 4.1 3.5 4.3 2.4 2.1 4.1 3.6 1.6 8.4 
0 2 4.0 2.1 0.5 1.1 4.2 4.0 5.6 2.8 2.3 4.9 3.6 1.7 8.2 
03 3.3 1.7 0.4 1.0 4.2 3.9 4.8 2.1 2.7 5.1 2.6 1.7 8.0 
04 2.9 1.3 0.4 0.9 -0.1 4.1 3.7 4.3 1.6 2.8 5.1 3.5 1.9 7.8 

2001 01 2.6 1.3 0.5 0.5 -0.2 2.9 2.4 3.8 2.2 2.7 3.3 2.6 1.7 7.6 
02 1.9 1.2 0.4 0.2 -0.3 1.6 1.2 0.4 1.8 2.9 2.4 3.4 1.2 7.6 
03 1.6 1.2 0.4 -o.2 -0.4 0.3 -0.2 -0.9 1.5 2.5 0.7 3.4 1.0 7.6 
04 0.9 -3.5 0.5 2.0 - 1.1 2.5 0.8 7.6 

2002 01 

2001 Mar 2.8 1.8 2.8 2.8 7.6 
Apr 0.9 1.8 2.8 2.9 7.6 
May -0.4 0.9 3.2 2.5 7.6 
Jun 0.9 2.8 2.9 1.9 7.6 

Jul - 1.2 1.8 2.7 1.2 7.6 
Aug -0.2 1.8 2.7 0.8 7.6 
Sep - 1.1 0.9 2.3 7.6 
Oet - 2.5 0.9 2.2 -0.8 7.6 
Nov -3.8 0.9 1.9 - 1.2 7.6 
oec -4.1 1.9 - 1.1 7.7 

2002 Jan -3.5 2.3 -0.7 7.7 
Feb 2.0 -0.7 7.7 
Mar 

Percentage change on previous quarter 
ILGL HUOY HUOZ HUEA HUES HUEC HUEO ILHF ILHZ I LIT 

1999 01 0.7 0.7 0.2 0.3 -0.2 0.3 0.6 0.2 0.7 -0.3 
0 2 0.6 0.2 0.2 -0.1 0.9 0.6 0.8 -0.4 1.2 
0 3 1.1 0.6 0.1 0.4 -0.1 1.1 1.0 1.6 1.3 0.8 
04 1.0 0.5 0.1 0.2 0.4 0.9 1.1 1.4 1.2 0.1 

200001 0.8 0.6 0.1 0.3 -0.4 1.2 0.8 0.4 0.3 -0.4 
02 0.9 0.4 0.1 0.3 0.2 1.0 1.1 2.0 1.2 
03 0.5 0.2 0.3 -0.1 1.1 0.9 0.9 0.6 0.7 
04 0.6 0.2 0.1 0.1 0.2 0.8 0.8 0.9 0.6 0.3 

2001 0 1 0.5 0.6 0.2 -0.1 -0.4 -0.4 -0.1 0.9 -0.6 
02 0.2 0.3 0.1 -0.1 -0.3 -0.1 - 1.3 -o.4 0.7 
03 0.3 0.2 -0.2 -0.3 -0.5 -0.4 0.4 0.6 
04 - 1.7 -0.4 0.1 

2002 01 

Percentage change on previous month 
ILKF ILKP 

2001 Mar -0.5 -0.9 
Apr -1.1 
May -0.3 
Jun 0.4 0.9 

Jul -1.1 
Aug 1.3 
Sep - 1.0 -o.9 
Oct - 1.3 
Nov -0.5 0.9 
Oec 0.5 -0.9 

2002Jan -0.4 0.9 
Feb 
Mar 

GOP = Gross Domestic Product at constant market prices Sales a Retail Sales Volume 
PFC = Private Final Consumption at constant market prices CPI = Consumer Prices, measurement not uniform among countries 
GFC = Government Final Consumption at constant market prices PPI =Producer Prices (manufacturing) 
GFCF .. Gross Fixed Capital Formation at constant market prices Earnings = Average Wage Eamlngs (manufaeturing), definitions of coverage 
ChgStk = Change In Stocks at constant market prices and treatment vary among countries -·- .. - . , ,_ .... ___ .... ---··--- Crnnl - Tn+a l Cmnll"'u"'ont nnt C!:QQOI\nallu otiiuc:tArt 



·2 Germany 

Contribution to change In GDP 

less 
GDP PFC GFC GFCF ChgStk Exports Imports loP Sales CPI PPI Earnings Empl1 Unempl 

Percentage change on a year earlier 
ILFY HUBW HUBX HUBY HUBZ' HUCA HUCB ILGS ILHM HVLL ILAF ILAO lUG GABD 

1996 0.8 0.5 0.4 -{},1 -0.4 1.3 0.8 0.7 - 1.1 1.4 - 1.2 3.5 -oA 8.9 
1997 1.5 0.4 0.1 0.2 2.9 2.0 3.7 -1.7 1.9 1.1 1.5 -o.3 9.9 
1998 1.7 0.9 0.2 0.5 0.5 1.7 2.2 4.2 1.0 1.0 -o.4 1.8 1.5 9.3 
1999 1.7 1.7 0.3 0.8 -{).4- 1.5 2.3 1.5 0.3 0.6 -1.0 2.6 0.8 8.6 
2000 3.2 0.9 0.2 0.7 0.3 4.2 3.1 6.2 1.3 1.9 3.4 2.7 0.5 7.9 

2001 0.7 0.7 0.3 -1.0 -{).9 1.7 0.1 0.6 2.5 2.9 1.5 0.2 7.9 

1999 01 0.7 1.8 0.4 0.3 -{).4 0.1 1.6 -o.6 1.4 0.3 -2.4 2.5 1.1 8.8 
02 1.0 1.7 0.2 0.7 -o.5 0.7 1.9 0.5 -{).6 0.5 -1 .7 2.4 0.3 8.7 
03 2.1 1.7 0.3 1.0 -o.5 2.0 2.5 2.0 -{).4 0.7 -{),7 2.7 1.4 8.6 
04 3.0 1.5 0.4 1.2 -{},3 3.3 3.0 4.2 0.9 1.0 0.6 3.0 0.7 8.4 

2000 0 1 2.9 0.6 0.3 0.9 -o.s 4.3 2.6 5.2 -o.3 1.7 2.3 2.8 0.4 8.1 
02 4.4 1.7 0.4 0.8 0.3 4.0 2.8 6.6 4.2 1.6 2.6 2.4 0.6 7.9 
03 3.2 1.1 0.1 0.6 0.4 4.2 3.1 7.1 1.5 2.0 3.7 3.3 0.3 7.8 
04 2.5 0.4 0.2 0.4 1.1 4.5 4.1 5.9 -o.2 2.4 4.5 2.4 0.5 7.7 

2001 01 1.8 0.9 0.3 -o.5 -o.2 3.1 1.8 6.2 0.8 2.5 4.8 2.0 0.4 7.8 
02 0.7 0.7 0.3 -o.8 -o.7 2.4 1.2 1.5 0.1 3.2 4.7 2.0 0.3 7.8 
03 0.4 0.7 0.3 - 1.4 -1 .0 1.5 -Q.3 - 1.1 0.7 2.5 2.6 1.1 0.1 7.9 
04 0.6 0.3 -1.3 - 1.5 - 2.0 -3.8 - 1.4 1,8 0.3 1.1 -Q.2 8.0 

2002 01 

2001 Mar 4.2 2.0 2.5 4.9 7.8 
Apr 1.5 0.2 2.9 5.0 7.8 
May 0.5 -Q.5 3.5 4.6 7.8 
Jun 2.5 0.7 3.1 4.3 7.9 

Jul - 1.8 0.4 2.6 3.1 7.9 
Aug 0.8 2.6 2.7 7.9 
Sep - 1.4 0.9 2.1 1.9 7.9 
Oct -3.0 -1 .6 2.0 0.6 8.0 
Nov - 3.9 1.3 1.7 0.1 8.0 
Dec -4.4 -4.0 1.7 0.1 8.0 

2002 Jan -4.5 -2.0 2.1 -o.1 8.1 
Feb 1.7 - 0.3 8.1 
Mar 

Percentage change on previous quarter 
ILGI HUCC HUCO HUCE HUCF HUCG HUCH ILHC ILHW ILIO 

1999 01 1.1 1.1 0.2 0.7 -o.3 0.4 0.8 0.7 - 1.5 
02 -o.2 -Q,5 -o.1 0.1 1.1 0.8 1.1 -2.9 0.7 
03 1.3 0.6 0.2 0.5 -o.2 0.9 0.7 1.6 1.3 1.0 
04 0.8 0.4 0.1 -o.1 0.2 0.8 0.7 1.3 1.8 0.5 

200001 1.0 0.1 0.1 0.3 -Q.5 1.4 0.4 1.0 -Q.4 -1.8 
02 1.2 0.6 0.8 0.8 0.9 2.5 1.5 0.9 
03 0.1 -o.1 -Q.1 0.3 -Q.2 1.1 0.9 2.1 - 1.2 0.7 
04 0.2 -o.2 0.2 -o.3 1.0 1.1 1.7 0.2 0.1 0.7 

200101 0.4 0.6 0.2 - 0.5 - 1.8 -1.8 1.3 0.5 - 1.8 
02 0.4 - 0.3 0.2 0.1 0.4 -2.0 0.8 0.8 
03 -o.2 -o.1 -o.1 -o.3 -{).4 0.2 -o.5 -{},5 -o.7 0.5 
04 - 0.3 -Q.3 0.2 - 0.2 0.4 -Q.4 - 2.5 - 2.1 0.4 

200201 

Percentage change on previous month 
ILKC ILKM 

2001 Mar - 1.4 1.6 
Apr -1.2 0.1 
May 0.5 
Jun 0.3 -o.5 

Jul - 1.3 -o.6 
Aug 1.7 0.5 
Sep - 1.3 -Q.8 
Oct -1 .7 - 2.1 
Nov - 1.0 3.3 
Dec 0.3 - 5.1 

2002 Jan 1.0 3.0 
Feb 
Mar 

GDP =Gross Domestic Product at constant market prices Sates = Retail Sales volume 
PFC " Private Final Consumption at constant market prices CPI = Consumer Prices measurement not uniform among countries 
GFC "' Government Final Consumption at constant market prices PPI m Producer Prices (manufacturing) 
GFCF =Gross Fixed Capital Formation at constant market prices Earnings = Average Earnings (manufacturing), definitions of coverage and 

. ChgStk = Change In Stocks at constant market prices treatment varv amono countries 



3 France 

Contribution to change In GDP 

less 
GOP PFC GFC GFCF ChgStk Exports Imports loP Sales CPI ppjl Eamlngs Empt2 Unempl 

Percentage change on a year eartlor 
ILFZ HUBK HUBL HUBM HUBN HUBO HUBP ILGT ILHN HXAA ILAG I LAP ILIH GABC 

1996 1.1 0.7 0.5 -0.6 0.7 0.3 0.9 -0.3 2.0 -2.7 2.6 0.3 11 .9 

1997 1.9 0.1 0.5 0.1 2.8 1.5 3.8 1.1 1.2 -0.6 2.6 0.7 11 .8 

1998 3.5 2.0 1.3 0.8 2.1 2.6 5.3 2.6 0.8 -0.9 2.2 1.9 11.4 
1999 3.0 1.7 0.5 1.2 4>.4 1.0 1.0 2.0 2.4 0.5 -1.6 2 .. 5 2.3 10.7 

2000 3.6 1.6 0.5 1.2 0 .4 3.5 3.8 3.5 0.5 1.7 2.1 5.2 2.7 9.3 

2001 2.0 1.6 0.5 0.6 - 1.0 0.3 -0.1 0.9 -0.1 1.7 1.5 4.2 1.7 8.7 

1999 01 2.8 1.8 0.3 1.4 -0.1 0.1 0.8 0.7 3.2 0.2 - 2.7 2.0 2.4 11 .2 
02 2.5 1.5 0.4 1.1 4>.5 0.4 0.5 0.5 1.9 0.4 - 2.3 2.0 2.0 11 .0 
03 2.9 1.7 0.5 1.1 -0.8 1.4 1.0 2.3 2.3 0.5 - 1.6 2.7 2.2 10.6 
04 3.7 1.9 0.6 1.1 -0.2 2.2 1.9 4.4 2.2 1.0 3.4 2.5 10.2 

200001 3.7 2.0 0.5 1.1 0.2 3.1 3.1 4.4 2.0 1.5 1.2 5.2 2.6 9.8 
02 3.7 1.7 0.6 1.2 0.2 3.7 3.7 3.8 1.3 1.5 2.1 5.4 2.8 9.4 
03 3.4 1.5 0.6 1.2 1.0 3.3 4.2 3.5 0.1 1.9 2.7 5.2 2.7 9.1 
04 3.3 1.2 0.6 1.4 0.3 4.0 4.1 2.4 - 1.3 1.9 2.4 5.0 2.6 8.8 

200101 2.9 1.5 0.5 1.1 -0.7 2.7 2.2 2.3 1.3 1.2 2.5 4.3 2.3 8.6 
02 2.2 1.4 0.5 0.6 -0.4 1.0 0.9 1.5 -0.4 2.1 1.8 4.2 1.9 8.6 
03 2.1 1.7 0.5 0.5 - 1.1 -0.1 -0.6 1.2 -0.7 1.9 1.1 4.2 1.3 8.6 
04 0.9 1.6 0.4 0.1 - 1.6 -2.2 -2.7 -1.3 -o.8 1.4 0.6 4.1 1.2 8.8 

2002 01 

2001 Mar 1.6 1.5 1.2 2.4 8.6 
Apr 1.1 -o.2 1.8 2.0 8.6 
May 1.6 -2.5 2.3 1.8 8.6 
Jun 1.6 1.5 2.1 1.7 8.6 

Jut 1.3 -o.8 2.1 1.3 8.6 
Aug 1.3 1.9 1.1 8.6 
Sep 0.9 - 1.1 1.5 0.8 8.6 
Oct -0.9 -0.9 1.8 0.6 8.7 
Nov - 1.2 4>.6 1.2 0.6 8.8 
Dec - 1.9 -0.6 1.4 0.4 8.9 

2002 Jan - 1.3 --3.5 2.3 -0.1 8.9 
Feb -0.4 2.1 -0.3 9.0 
Mar 

Percentage change on previous quarter 
ILGJ HUBQ HUBR HUBS HUBT HUBU HUBV ILHD ILHX ILIA 

1999 01 0.8 0.2 0.2 0.4 4>.3 0.2 0.1 0.7 
02 0.9 0.6 0.1 0.3 -0.2 0.5 0.4 1.1 -0.2 0.5 
03 0.9 0.5 0.1 0.2 4).5 1.1 0.5 1.3 1.2 0.7 
04 1.2 0.6 0.2 0.2 0.8 0.3 0.9 2.0 1.0 0.7 

200001 0.8 0.3 0.1 0.4 0.1 . 1.1 1.2 -0.1 0.8 
02 0.9 0.3 0.2 0.4 -0.2 1.1 1.0 0.5 -0.8 0.7 
0 3 0.6 0.3 0.1 0.3 0.3 0.7 1.1 1.0 0.6 
04 1.0 0.2 0.2 0.3 0.1 1.0 0.8 0.9 4>.4 0.6 

2001 01 0.4 0.7 0.1 0.1 -0.9 -0.2 4>.6 -0.1 2.6 0.5 
02 0.2 0.1 0.1 0.2 -o.s -0.3 -0.3 -2.5 0.2 
03 0.5 0.6 0.2 0.1 -0.5 -0.4 -o.s 0.7 -0.3 0.1 
04 -0.1 0.1 -0.4 - 1.1 - 1.2 - 1.5 4>.5 0.5 

2002 0 1 

Percentage change on previous month 
ILKD ILKN 

2001 Mar 0.1 0.5 
Apr -0.6 -2.9 
May 0.3 -o.5 
Jun 0.1 2.0 

Jut 0.7 - 1.4 
Aug 0.7 
Sap -0.6 - 1.4 
Oct -0.9 4>.3 
Nov 0.3 1.0 
Dec - 1.1 -0.1 

2002Jan 0.6 -0.2 
Feb 2.5 
Mar 

GDP =Gross Domestic Product at constant market prices Sales = Retail Sales volume 
PFC = Private Final Consumpllon at constant market prl<:es CPI = Consumer Prices, measurement not uniform among countries 
GFC =Government Final Consumption at constant market prices PPI = Producer Prices (manufacturing) 
GFCF = Gross Fixed Capital Formation at constant market prices Earnings • Average Wage Earnings (manufacturing), deflnhlons of coverage 
ChgStk .. Change In Stocks at constant market prices and treatment vary among countries 
Exports = Exports of goods and services Empl = Total Employment not seasonally adjusted 
· --- ---·- t • , _. _ _ _ ... ---··--- 11 ... "'""' - ~tn.nAn ..-rlTt!>,v'l l lnamntnumant ,.ot.cu:· ncunantAnA n f tntAI wnrkfnrr.A 



4 Italy 

Contribution to change in GDP 

less 
GDP PFC GFC GFCF ChgStk Exports Imports loP Sales CPI PPI Earnings Empl Unempl 

Percentage change on a year earlier 
ILGA HUCI HUCJ HUCK HUCL HUCM HUCN ILGU ILHO HYAA ILAH ILAO Ill I GABE 

1996 1.1 0.7 0.2 0.7 .....(),7 0.2 -o.1 -1 .6 1.2 4.0 1.8 3.1 0.5 11.5 
1997 2.0 1.9 0.4 0.3 1.7 2.3 3.8 0.9 2.0 1.3 3.6 0.4 11 .6 
1998 1.8 1.9 0.7 0.3 1.0 2.2 1.4 1.0 2.0 0.1 2.8 1.2 11 .7 
1999 1.6 1.5 0.2 1.1 0.1 0.1 1.4 1.0 1.7 -o.2 2.3 1.2 11 .2 
2000 2.9 1.6 0.3 1.3 -1.1 3.3 2.5 4.1 -o.5 2.5 6.0 2.1 1.9 10.4 

2001 1.8 0.7 0.4 0.5 0.2 - 1.0 - 1.4 2.7 1.9 1.7 2.0 9.5 

1999 0 1 0.9 2.0 0.2 0.6 - 1.2 0.7 - 1.3 1.0 1.4 - 1.8 3.0 1.2 11 .5 
02 1.1 1.3 0.2 0.9 0.7 -o.9 1.1 - 2.4 0.3 1.4 -1.4 2.1 1.3 11.3 
03 1.4 1.4 0.2 1.2 .....().2 0.2 1.4 0.4 0.6 1.7 2.3 1.2 11 .1 
04 2.9 1.1 0.2 1.7 2.2 2.3 3.1 2.3 2.1 2.2 1.8 1.4 11 .0 

200001 3.3 1.4 0.2 1.5 -o.6 3.9 3.0 3.4 -o.3 2.4 4.7 1.9 1.2 10.9 
02 3.1 1.9 0.2 1.5 -o.7 2.9 2.9 5.7 -o.3 2.6 6.2 2.5 1.5 10.6 
03 2.6 1.7 0.3 1.4 - 1.7 3.7 2.8 3.5 2.6 6.7 2.0 2.1 10.2 
04 2.4 1.5 0.4 0.8 -1.4 2.6 1.5 3.6 - 1.3 2.6 6.5 1.9 2.8 9.9 

2001 01 2.5 1.1 0.4 0.8 -o.2 1.1 0.7 2.5 -o.s 2.9 4.8 2.0 3.1 9.7 
02 2.2 0.8 0.4 0.6 .....(),4 1.5 0.6 -o.8 - 1.0 3.0 3.2 1.3 2.1 9.5 
03 1.8 0.5 0.4 0.3 1.1 -o.8 -o.3 - 1.2 -2.2 2.8 0.9 1.7 1.8 9.4 
04 0.7 0.4 0.3 0.4 .....().3 -o.9 -o.8 -4.4 - 1.9 2.5 - 1.0 1.8 1.1 9.2 

2002 01 2.5 1.8 

2001 Mar 2.2 2.8 4.2 2.1 9.6 
Apr -o.1 -1 .0 3.1 4.3 1.6 9.5 
May - 1.7 -1 .0 3.0 2.9 1.0 9.5 
Jun -o.6 -1 .0 3.0 2.4 1.1 9.5 

Jul -o.7 -2.9 2.9 1.3 1.7 9.5 
Aug - 1.0 - 1.0 2.8 1.2 1.8 9.4 
Sep - 2.1 -2.9 2.6 0.4 1.7 9.4 
Oct - 1.6 - 1.9 2.5 -o.6 1.7 9.3 
Nov -5.8 -1.9 2.4 - U 1.8 9.2 
Dec - 5.7 -1 .9 2.4 -1.3 1.8 9.1 

2002Jan -3.4 2.9 2.4 - 1.2 2.0 9.0 
Feb 2.5 - 1.4 1.8 
Mar 2.5 

Percentage change on previous quarter 
ILGK HUCO HUCP HUCO HUCR HUCS HUCT ILHE ILHY IUS 

1999 01 0.4 0.5 0.1 0.5 .....().1 -o.3 0.2 0.2 0.6 - 1.0 
02 0.6 -o.1 0.3 0.2 0.6 0.4 -o.5 0.3 1.2 
03 0.9 0.3 0.1 0.4 -o.5 0.8 0.2 2.1 1.3 
04 1.0 0.3 0.1 0.5 0.5 1.1 1.4 1.3 1.3 .....(),1 

200001 0.8 0.7 0.1 0.2 -o.7 1.4 0.9 0.5 -1.9 - 1.2 
02 0.3 0.5 0.3 0.1 .....().4 0.3 1.7 0.3 1.5 
03 0.5 0.1 0.1 0.4 - 1.5 1.5 0.1 -o.1 0.3 1.9 
04 0.8 0.2 0.1 -o.1 0.7 0.1 0.2 1.5 0.6 

2001 01 0.8 0.2 0.1 0.3 0.4 -o.1 0.1 -o.6 -1.3 -o.8 
02 0.2 0.1 -o.1 0.2 - 1.6 0.5 
03 0.1 -o.2 0.1 0.1 -o.7 -o.8 -o.5 - 1.0 1.6 
04 -o.2 0.2 -o.7 -o.3 - 1.8 0.3 .....().1 

200201 -o.2 

Percentage change on prevloua month 
ILKE ILKO 

2001 Mar 0.5 
Apr - 2.2 
May 0.5 
Jun 0.1 

Jul -o.7 -1.0 
Aug 0.6 
Sep -o.9 
Oct -o.2 
Nov - 2.5 1.0 
Dec 1.6 - 1.0 

2002 Jan 0.2 3.9 
Feb 
Mar 

GDP = Gross Domestic Product at constant market prk:es Sales " Retail Sales volume 
PFC = Private Final Consumption at constant market prtce.s CPI = Consumer Prices, measurement not uniform among countries 
GFC = Government Anal consumption at constant market prices PPI =Producer Prices (manufacturing) 
GFCF ,. Gross Fixed Capital Formation at constant marl<et prices Earnings = Average wage Earnings (manufactur1ng), definitiOns of coverage 
ChgStl< = Change In Stocks at constant market prices and treatment vary among countries 

~~~ = .~~~~ ~! ~OO<;fs a~ se"':lces Empl = Total Employment not seasonally adjusted 



5 USA 

Contribution to change In GDP 

less 
GDP PFC GFC GFCF ChgStk Exports Imports loP Sales CPI PPI Earnings Empl1 Unempl 

Percentage change on a year earlier 
ILGC HUDG HUDH HUDI HUDJ HUDK HUDL ILGW ILHO ILAA ILAJ ILAS ILIK GADO 

1996 3.6 2.1 0.1 1.5 0.9 1.0 4.6 5.6 2.9 2.3 3.3 1.4 5.4 
1997 4.4 2.4 0.3 1.6 0.4 1.4 1.7 7.0 4.9 2.3 0.3 3.2 2.3 4.9 
1998 4.3 3.2 0.2 2.0 0.2 0.3 1.6 5.1 7.1 1.6 - 1.1 2.5 1.5 4.5 
1999 4.1 3.3 0.3 1.6 -<>.2 0.4 1.5 3.7 9.0 2.1 1.8 2.9 1.5 4.2 
2000 4.1 3.3 0.4 1.4 -<>.1 1.1 2.0 4.5 6.5 3.4 4.1 3.6 1.3 4.0 

2001 1.2 2.1 0.4 -0.2 - 1.2 -0.6 -0.5 --3.6 4.5 2.8 0.7 3.2 -0.2 4.8 

1999 01 4.0 3.3 0.4 1.8 -0.3 0.1 1.3 3.4 9.6 1.7 1.8 1.7 4.3 
02 3.9 3.3 0.1 1.6 -0.1 0.3 1.4 3.2 8.2 2.2 1.1 2.4 1.4 4.3 
03 4.0 3.4 0.3 1.6 -0.4 0.6 1.7 3.7 9.7 2.4 2.4 3.7 1.4 4.2 
04 4.4 3.4 0.4 1.4 0.1 0.5 1.7 4.4 8.5 2.6 3.2 3.6 1.5 4.1 

200001 4.2 3.6 0.3 1.6 -0.6 1.0 2.0 4.8 8.6 3.2 4.6 4.2 1.6 4.0 
02 5.2 3.3 0.6 1.6 0.5 1.3 2.2 5.9 7.0 3.3 4.4 3.6 1.6 4.0 
03 4.4 3.3 0.4 1.4 0.1 1.3 2.2 4.8 6.3 3.5 3.9 2.9 1.1 4.1 
04 2.8 2.8 0.2 1.1 -0.5 0.8 1.8 2.6 4.2 3.4 3.4 3.5 1.0 4.0 

200101 2.5 2.4 0.4 0.6 -<>.6 0.5 0.9 -<>.4 2.7 3.4 2.1 2.6 0.7 4.2 
02 1.2 2.2 0.3 - 1.3 -0.2 -<>.1 --3.5 4.0 3.4 2.1 3.2 -0.1 4.5 
0 3 0.5 1.6 0.4 -0.5 - 1.2 -1.2 -1.2 -4.8 3.4 2.7 0.6 3.4 -0.2 4.8 
04 0.5 2.1 0.6 -0.8 - 1.7 - 1.3 -1.4 - 5.8 7.7 1.8 - 1.7 3.4 - 1.0 5 .6 

2002 01 

2001 Mar - 1.3 2.0 2.9 1.2 2.6 0.6 4.3 
Apr -2.4 4.4 3.3 2.3 2.6 -0.1 4.5 
May --3.4 3.7 3.6 2.6 3.5 0.1 4.4 
Jun -4.7 3.9 3.3 1.2 3.4 -0.2 4.6 

Jul -4.1 4.3 2.7 0.4 3.4 0.2 4.6 
Aug -4.6 4.5 2.7 0.9 3.4 -0.6 4.9 
Sep - 5.7 1.4 2.6 0.7 3.4 -0.1 5.0 
Oct -5.9 9.1 2.1 - 1.0 3.4 -0.6 5.4 
Nov -5.9 6.9 1.8 -1.6 3.4 - 1.0 5.6 
Dec -5.8 7.1 1.6 -2.2 3.4 - 1.4 5.8 

2002 Jan -4.7 5.9 1.1 -2.3 4.2 - 1.8 5.6 
Feb -4.1 6.2 1.1 - 2.0 3.4 - 1.0 5.5 
Mar 

Percentage change on p revious quarter 
ILGM HUDM HUDN HUDO HUDP HUDO HUDR IU1G ILIA IUU 

199904 2.0 0.9 0.2 0.3 0.6 0.3 0.4 1.5 2.1 0.3 

2000 01 0.6 1.0 -<>.1 0.6 -0.7 0.3 0.6 1.4 2.6 -<>.5 
02 1.4 0.6 0.3 0.3 0.5 0.4 0.6 1.7 0.1 1.2 
03 0.3 0.7 -0.1 0.1 -0.3 0.3 0.5 0.2 1.3 0.1 
04 0.5 0.5 0.1 0.1 -<>.1 -0.1 -0.7 0.1 0.2 

2001 01 0.3 0.5 0.2 0.2 -0.8 -0.2 -1.6 1.2 -0.7 
02 0.1 0.4 0.1 -0.3 -0.1 -0.4 -0.4 -1.4 1.4 0.4 
03 -<>.3 0.2 0.1 -0.4 -0.3 -0.6 -0.6 - 1.2 0.6 
04 0.4 1.0 0.2 -0.3 -0.6 -<>.3 -0.3 - 1.7 4.3 -<>.6 

200201 

Percentage change on previous month 
ILKG ILKO ILLA 

2001 Mar -0.4 -0.1 0.4 
Apr -0.6 1.4 -0.1 
May -0.3 
Jun -0.9 0.1 0.6 

Jul 0.1 1.0 0.4 
Aug -0.3 0.7 -1 .1 
Sap -1.1 - 2.6 
Oct -0.6 7.7 
Nov -0.3 -2.6 -<>.4 
Dec -<>.3 0.4 -<>.1 

2002 Jan 0.3 0.1 -1.6 
Feb 0.3 0.4 0.9 
Mar 

GDP .. Gross Domestic Product at cons1an1 market prices Sales = Retail Sales volume 
PFC • Private Final Consumption at constant market prices CPI = Consumer Prices, measurement not uniform among countries 
GFC • Government Final Consumption at constant market prices PPI .. Producer Prices (manulacturlng) 
GFCF = Gross Fixed Capital Formation at constant market prices Earnings "' Average Earnings (manufacturing), definitions of coverage and 
ChgStk = Change In Stocks at constant market prices treatment vary among countries 
Exports "' Exports ol goods and services Empl = Total Employment not seasonally adjusted 
Imports = Imports of goods and services Unempl =Standardised Unemployment rates: percentage of total workforce 
loP = Industrial Production Source: OECD • SNA93 



6 Japan 

Contribution to change In GDP 

less 
GDP PFC GFC GFCF ChgStk Exports Imports toP1 Sates CPI PPI Earnlngs2 Em pi unemet 

Percentage change on a year earlier 
ILGD HUCU HUCV HUCW HUCX HUCY HUCZ ILGX ILHR I LAB fLAK fLAT ILIL GADP 

1996 3.6 1.3 0.4 2.0 0.3 0.6 1.0 2.2 0.6 0.1 -1 .7 2.6 0.5 3.4 
1997 1.8 0.5 0.2 0.2 1.1 0.1 4.0 - 2.1 1.7 0.6 2.8 1.0 3.4 
1998 - 1.0 0.1 0.3 - 1.2 -o.6 -o.2 - 0.6 -6.7 -6.0 0.7 - 1.3 -o.8 -o.6 4.1 
1999 0.7 0.6 0.7 -o.2 -o.3 0.1 0.2 1.0 -2.6 -o.3 - 1.4 -o.7 -o.8 4.7 
2000 2.2 0.2 0.7 0.9 -o.1 1.3 0.8 5.2 -1.1 -o.7 0.1 1.7 -o.3 4.7 

2001 -o.4 0.3 0.5 -o.5 -o.7 -o.1 - 7.0 - 1.3 -o.7 -o.9 -o.5 5.0 

1999 01 -1.2 -o.4 0.4 -o.7 -o.6 -o.3 -o.3 -3.7 -4.6 -o.1 - 2.2 -o.7 - 1.2 4.6 
02 1.3 1.3 0.8 -o.3 -o.3 -o.1 0.2 0.3 -2.5 -o.3 - 1.7 - 1.1 -1 .1 4.7 
03 2.1 1.6 0.8 0.1 -o.3 0.3 0.3 2.7 - 2.2 - 1.3 -o.4 -o.7 4.7 
04 0.6 0.7 0.1 -Q.2 0.7 0.8 5.1 -1 .1 - 1.0 -o.5 -o.5 -o.2 4.7 

200001 3.6 1.7 0.8 0.6 -o.1 1.3 0.7 4.3 - 2.2 -o.s 0.1 2.0 -o.5 4.8 
02 2.3 0.3 0.8 0.7 -o.1 1.4 0.8 6.6 - 1.5 -o.7 0.3 2.3 -o.4 4.7 
03 0.7 -1.4 0.7 0.9 1.2 0.7 5.3 -o.4 -o.6 0.2 1.6 -Q.4 4.7 
04 2.3 0.2 0.7 1.3 0.1 1.0 0.9 4.4 -o.4 -o.8 -o.1 1.1 0.2 4.8 

200101 1.4 0.8 0.6 0.4 0.2 0.7 0.6 2.3 -o.5 -o.4 0.5 0.5 4.7 
02 -o.6 0.5 -o.2 -o.7 0.2 -5.2 - 1.1 -o.7 -o.6 0.6 -o.4 4.9 
03 -o.5 -o.2 0.4 0.2 -o.1 - 1.1 -o.3 - 10.4 - 2.6 -o.8 - 1.0 -o.4 -o.a 5.1 
04 - 1.9 0.5 0.5 -2.3 -o.1 -1 .3 -o.a -12.8 -3.7 - 1.0 - 1.5 -o.6 -1.3 5.4 

200201 

2001 Mar - 1.4 2.3 -o.7 -o.4 0.5 0.5 4.7 
Apr -3.9 -o.7 -o.6 -o.2 4.8 
May -4.8 -1.1 -o.7 -o.6 -o.2 -o.4 4.9 
Jun -6.9 - 2.2 -o.8 -o.7 2.1 -o.s 4.9 

Jul -8.6 - 2.2 -o.8 -o.8 0.6 -o.s 5.0 
Aug -11 .3 -3.3 -o.7 - 1.0 - 1.2 -o.6 5.0 
Sep - 11.1 - 2.2 -o.8 - 1.0 -o.s -1.3 5.3 
Oct - 12.2 -3.4 -o.s - 1.3 -o.s - 1.6 5.4 
Nov -13.1 - 2.2 - 1.0 - 1.6 0.5 - 1.1 5.4 
Dec - 13.1 -5.6 -1 .2 - 1.7 - 1.8 -1 .2 5.5 

2002Jan - 11.1 -4.4 - 1.4 - 1.6 -3.4 -1 .4 5.3 
Feb -4.4 - 1.6 - 1.4 - 1.6 5.3 
Mar 

Percentage change on previous quarter 
ILGN HUDA HUDB HUDC HUDD HUDE HUDF ILHH I LIB ILl V 

1999 01 -1 .0 - 1.3 0.1 0.4 -o.1 0.2 1.4 0.4 -1 .8 
02 2.1 1.6 0.4 0.1 0.1 0.2 -o.3 -o.4 2.2 
03 0.8 1.0 0.1 -o.2 -o.2 0.3 0.2 2.7 -o.4 
04 -1.3 -1.3 0.1 -o.1 0.2 0.2 1.2 -o.7 -o.6 

200001 2.0 0.4 0.2 0.8 0.1 0.7 0.1 0.6 -o.7 -2.1 
02 0.8 0.2 0.4 0.1 0.3 0.3 1.9 0.4 2.3 
03 -o.7 -o.7 -Q.1 0.1 0.1 1.5 0.8 
04 0.3 0.3 0.3 0.4 0.3 -o.7 

2001 01 1.0 1.0 0.2 -o.2 -3.1 1.9 -1 .8 
02 -1.2 -o.6 0.3 -o.5 -o.5 -o.2 -4.0 -2.9 1.4 
03 -o.5 - 1.0 0.5 -o.1 -o.3 -o.4 -4.0 -o.8 -o.4 
04 - 1.2 1.1 0.1 - 2.2 -o.3 -o.2 -2.4 - 1.9 -o.5 

2002 01 

Percentage change on previous month 
ILKH ILKR I LLB 

2001 Mar - 2.0 - 1.1 0.4 
Apr -2.0 - 2.2 0.7 
May -1 .0 0.8 
Jun -o.7 -o.2 

Jul -2.3 -o.2 
Aug 0.3 - 1.1 -o.1 
Sep -3.3 -o.7 
Oct 0.1 -1.1 0.1 
Nov - 1.5 1.2 0.4 
Dec 1.7 -3.4 -1 .1 

2002 Jan - 1.5 3.6 - 1,4 
Feb -o.3 
Mar 

GDP =Gross Domestic Product at constant market prices Sales = Retail Sates volume 
PFC .. Private Final Consumption at constant market prices CPI = Consumer Prices, measurement not uniform among countries 
GFC • Government Final Consumption at constant market prtces PPI = Producer Prices (manufacturing) 
GFCF =Gross Fixed Capital Formation at constant market prices Earnings = Average Earnings (manufacturing}. definitions of coverage and 
ChgStk =Change In Stocks at constant market prices ~eat?le!!t ~~ry a~ng countries 
r= ................. C::u< ... _ ...... .... ___ .... ___ .... ...... _ .. ___ 



7 World trade in goods 1 

Export of manufactures 

Total OECD Other 

Percentage change on a year earlier 
ILIZ IWA 

1992 4.3 3.3 
1993 4.8 2.2 
1994 12.0 9.9 
1995 9.6 10.0 
1996 6.5 6.4 

1997 
1998 
1999 
2000 
2001 

199504 

1996 01 
02 
03 
04 

1997 01 
02 
03 
04 

199801 
02 
03 
04 

1999 01 
02 
03 
04 

200001 
02 
03 
04 

2001 01 
02 
03 
04 

11.3 
6.0 
5.9 

13.8 

6.6 

5.6 
5.8 
6.7 
7.8 

8.2 
11 .9 
12.9 
12.2 

10.7 
7.1 
4.1 
2.2 

1.6 
3.7 
7.3 

11 .2 

14.9 
14.9 
14.0 
11 .5 

6.9 
0.1 

-4.6 

11.9 
6.4 
6.1 

12.6 

6.8 

5.6 
5.2 
6.8 
6.1 

6.0 
13.1 
14.0 
12.4 

11 .4 
6.8 
4.1 
3.3 

2.6 
4.0 
7.3 

10.4 

13.9 
14.0 
12.4 
10.0 

6.0 
-0.4 
-4.8 

Percentage change on previous quarter 

IWB 
8.6 

15.3 
19.9 
8.6 
6.5 

9.4 
4.8 
5.6 

18.3 

5.9 

5.7 
7.6 
6.2 
6.5 

9.0 
7.8 
9.0 

11.6 

8.5 
8.3 
4.0 

-1.6 

-2.2 
2.8 
7.3 

14.3 

18.5 
18.1 
19.6 
16.8 

9.9 
1.8 

-4.1 

IWN IWO IWP 
1995 Q4 1.3 1.5 0.8 

1996 01 
02 
03 
04 

1997 01 
02 
03 
04 

1998 01 
02 
03 
Q4 

199901 
02 
03 
04 

2000 01 
02 
03 
04 

2001 01 
02 
03 
04 

2.2 
1.0 
2.0 
2.4 

2.6 
4.5 
2.9 
1.8 

1.3 
1.1 

-0.1 
-0.1 

0.6 
3.2 
3.4 
3.6 

3.9 
3.3 
2.5 
1.3 

-0.4 
-3.3 
- 2.3 

2.2 
0.7 
2.3 
2.7 

2.0 
5.5 
3.1 
1.3 

1.1 
1.1 
0.5 
0.5 

0.4 
2.5 
3.7 
3.4 

3.6 
2.6 
2.3 
1.2 

-0.1 
-3.6 
- 2.2 

2.3 
2.2 
0.7 
1.1 

4.7 
1.1 
1.9 
3.5 

1.8 
0.8 

-2.1 
-2.1 

1.2 
5.9 
2.2 
4.3 

5.0 
5.6 
3.4 
1.9 

- 1.2 
- 2.2 
- 2.6 

Import of manufactures Export ol goods Import of goods 

Total OECD Other Total OECD Other Total OECD Other 

ILJC 
5.3 
4.0 

11 .9 
11 .0 
7.0 

10.8 
6.8 
7.9 

14.5 

7.1 

6.9 
5.9 
6.9 
8.1 

8.2 
11 .5 
12.1 
11.4 

10.5 
7.8 
4.9 
4.1 

4.5 
6.1 
9.0 

12.0 

14.2 
15.4 
15.5 
13.0 

7.6 
0.9 

IWO 
1.3 

2.0 
1.0 
2.4 
2.4 

2.2 
4.1 
3.0 
1.7 

1.3 
1.6 
0.2 
1.0 

1.7 
3.1 
3.0 
3.8 

3.7 
4.2 
3.0 
1.5 

- 1.3 
- 2.2 

IWO 
4.3 
1.0 

12.3 
10.4 
7.9 

11.4 
9.5 

10.4 
13.9 
- 1.5 

6.2 

7.3 
6.6 
8.7 
9.0 

8.2 
12.4 
12.5 
12.3 

13.2 
9.5 
7.8 
7.6 

7.3 
9.0 

11 .3 
13.8 

14.7 
15.2 
14.4 
11 .3 

5.9 
-0.4 
-4.7 
-6.9 

lW A 
1.9 

2.7 
1.0 
2.8 
2.2 

1.9 
4.9 
2.9 
2.0 

2.7 
1.6 
1.3 
1.8 

2.4 
3.2 
3.4 
4.1 

3.2 
3.6 
2.7 
1.3 

-1.8 
- 2.5 
- 1.7 
- 1.0 

IWE IL.JF 
8.3 4.2 

12.5 4.0 
11 .0 10.6 
12.4 9.0 
4.6 6.6 

9.5 10.4 
-0.4 5.4 

0.8 5.4 
16.6 12.6 

9.4 6.1 

5.8 5.5 
4.1 5.7 
2.5 7.0 
5.8 8.4 

8.3 7.9 
9.3 11.3 

11 .2 11 .8 
9.1 10.8 

3.7 10.0 
3.2 6.3 

- 2.9 3.4 
- 5.4 1.9 

-3.5 1.4 
- 2.2 3.7 

2.3 6.7 
6.6 9.9 

12.6 13.3 
16.2 13.4 
19.1 12.9 
18.6 10.7 

13.0 6.9 
5.1 0.8 

-3.3 

IWS IWT 
-0.2 1.3 

0.3 2.3 
1.0 1.1 
1.2 2.2 
3.0 2.6 

2.8 1.8 
1.9 4.3 
3.1 2.7 
1.1 1.6 

-2.4 1.1 
1.5 0.7 

- 3.1 -0.1 
- 1.5 0.1 

-0.4 0.6 
2.9 3.0 
1.4 2.9 
2.7 3.1 

5.2 3.7 
6.1 3.0 
3.9 2.4 
2.3 1.1 

0.2 0.2 
- 1.3 -2.8 

-1.8 

IWG ILJH ILJI IWJ ILJK 
3.7 5.9 5.1 4.2 7.8 
2.2 9.1 3.2 0.8 10.3 
9.4 14.0 10.9 11.0 10.8 
9.4 7.8 9.9 9.0 12.2 
6.4 7.2 6.0 7.0 3.5 

11.1 8.9 9.4 9.7 8.9 
5.8 4.3 6.1 8.3 0.3 
5.7 4.7 6.3 8.9 -0.9 

12.1 13.8 12.9 12.0 15.9 
-0.7 -0.8 

6.0 6.4 6.2 5.0 9.5 

5.1 6.6 6.0 6.2 5.7 
4.9 7.8 5.0 5.7 3.1 
7.0 7.2 5.9 7.7 1.1 
8.8 7.3 7.1 8.3 4.0 

7.6 8.7 7.1 7.2 7.1 
12.5 8.2 10.2 10.6 9.2 
13.0 8.7 10.6 10.6 10.8 
11.2 9.8 9.9 10.4 8.7 

11.0 7.4 9.6 11.4 4.7 
6.2 6.5 7.0 8.3 3.4 
3.4 3.5 4.4 6.9 - 2.3 
2.6 3.5 6.4 -4.6 

1.8 0.3 3.6 6.3 -4.1 
3.7 3.5 4.7 7.7 -3.6 
7.2 5.3 7.1 9.5 

10.0 9.6 9.9 11.9 4.1 

13.5 12.7 12.2 12.'7 10.9 
13.3 13.5 13.7 13.1 15.6 
11.9 15.7 14.2 12.7 19.0 
9.8 13.4 11.6 9.6 17.9 

6.1 9.0 7.2 5.3 13.0 
0.4 2.0 1.4 0.1 5.3 

-3.5 -2.7 -3.7 
- 5.8 -5.1 

IWU IWV IWW IWX IWY 
1.3 1.3 0.9 1.4 -0.2 

2.3 2.1 1.6 2.3 -0.3 
0.7 2.0 1.0 1.3 0.5 
2.5 1.6 2.2 2.5 1.2 
3.0 1.4 2.1 1.9 2.7 

1.2 3.4 1.6 1.3 2.6 
5.3 1.5 4.0 4.5 2.5 
3.0 2.1 2.6 2.5 2.7 
1.3 2.5 1.5 1.8 0.7 

1.1 1.1 1.3 2.2 - 1.2 
0.8 0.7 1.5 1.6 1.2 
0.2 -0.8 1.1 -3.0 
0.5 -0.9 0.6 1.4 -1.7 

0.3 1.4 1.4 2.1 -0.7 
2.6 3.9 2.6 2.9 1.7 
3.6 0.9 2.3 2.9 0.6 
3.1 3.0 3.3 3.6 2.3 

3.6 4.3 3.5 2.8 5.8 
2.4 4.7 3.9 3.2 6.1 
2.3 2.8 2.8 2.5 3.6 
1.2 1.0 0.9 0.8 1.4 

0.1 0.2 -0.6 - 1.2 1.4 
-3.1 - 2.0 - 1.7 -1 .8 - 1.2 
- 1.7 - 1.9 -1 .5 
-1.2 -0.7 

1 Data used In the World and OECD aggregates refer to Germany after unifi
cation 

Total trade 

manufact-
ures goods 

IWL IWM 
4.8 4.7 
4.4 3.6 

12.0 10.8 
10.3 9.4 
6.7 6.3 

11 .1 
6.5 
6.9 

14.2 

6.8 

6.2 
5.8 
6.8 
7.9 

8.2 
11 .7 
12.5 
11 .8 

10.6 
7.5 
4.5 
3.2 

3.0 
4.9 
8.2 

11.6 

14.5 
15.2 
14.7 
12.3 

7.2 
0.5 

10.0 
5.8 
5.9 

12.7 

6.2 

5.8 
5.4 
6.4 
7.7 

7.5 
10.8 
11 .2 
10.4 

9.8 
6.7 
3.9 
2.7 

2.5 
4.2 
6.9 
9.9 

12.8 
13.5 
13.5 
11.1 

7.0 
1.1 

IWZ ILKA 
1.3 1.1 

2.1 1.9 
1.0 1.1 
2.2 2.2 
2.4 2.3 

2.4 1.7 
4.3 4.1 
2.9 2.6 
1.8 1.6 

1.3 1.2 
1.3 1.1 
0.1 
0.4 0.4 

1.2 1.0 
3.2 2.8 
3.2 2.6 
3.7 3.2 

3.8 3.6 
3.8 3.5 
2.8 2.6 
1.4 1.0 

-0.9 -0.2 
-2.7 - 2.2 

Source: OECD - SNA93 
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Introduction 

The Office for National Statistics (ONS) has started a project to 

provide a measure of productivity in the provision of public services.' 

This article provides a first progress report on this new initiative. lt 

describes - through some examples - how productivity might be 

measured in this context and includes indicative results for some 

areas. In addition, the article explains where public services fit into 

the national accounting framework, defines productivity and 

examines the related concepts of government inputs and outputs. 

The work is still at an exploratory stage: the purpose of this article is 

to expose the principles with the help of some preliminary numbers. 

The eventual aim is to produce reliable estimates of productivity 

• Services that are heavily dependent on funding by government 

but are produced and sold outside government (e.g. rail services 

and care homes). 

But included are: 

• Those services for which government makes a charge, so long 

as that charge is not economically significant (such as the sales 

of this journal!) 

Government activities play a major part in the economy: they feature 

prominently in both the expenditure and the production measures of 

gross domestic product. Where is the provision of public services 
change and to publish them regularly. identified in the national accounts? To show the answer in context, 

the main expenditures of government are identified in this table: 

What do we mean by the provision of public services? Table 1 

Public services are defined as those activities carried out by 

government which meet the needs of individuals, businesses or the 

community as a whole. The services provided are of two types: 

individual and collective. Defence is an example of a collective 

service: it is delivered simultaneously to many people whether or 

not they know they are receiving it. An individual service is 

consciously consumed by one or more people; examples are 

education and government-provided health treatments. Excluded 

from the national accounts definition of government are the following: 

• Services provided by government for which the customer pays 

the full cost. In the national accounts, these are deemed to be 

produced outside the government sector by a quasi-market 

organisation. Examples of these activities are the provision of 

housing and of passports. 

Main expenditures of 
government, SNA 
identifier (2) 
and % share year 
2000 

Subsidies 03 

Interest 04 

Transfers 07, 09, 062 

Final consumption 
expenditure P3 

Gross capital 
formation P5 

What 1t contains 

1% current unrequited transfers made to 
producers to influence their output, 
prices or costs 

7% payment to service a debt 

41% unrequited at the time they are made 
(though perhaps may be subject to 
contributions having been made in the 
past) 

48% comprises the cost of labour, non-capital 
purchases and.the cost of running down 
capital equipment: often referred to as 
gross government output 

3% acquisition of plant, machinery, vehicles, 
newly-built structures 



The provision of public services is represented by the second last 

entry in the table above and it is this gross measure of government 

output which is the main focus of this article. Everything the money 

is used for gives rise to a government output - from schooling and 

subsidised medicines to government policymaking and defence. 

These services are all consumed - by individuals, businesses or 

collectively. This measure shows the role of government as "purveyor 

of services to the public". lt includes goods and services government 

buys from other producers as well as the value added to them by its 

employees and by the services provided by the capital equipment it 

possesses. lt also includes services which the government pays 

suppliers to provide to government clients, e.g. medicines, meals 

on wheels, refuse collection and other services which are "contracted 

ouf'. Productivity in this context means measuring performance in 

producing all the goods and services supplied by government. lt 

answers questions such as: compared with last year, is the 

Government providing more goods and services for a fixed amount 

of resources used? 

Another measure of government output also appears in the national 

accounts: it is a part of the production approach to measuring GDP. 

This approach shows the value added by the different categories of 

economic actors, e.g. industries, sectors, government. lt is measured 

as the value of gross output less purchases bought in from other 

producers. The value added by all the producers in the economy 

add up to the production measure of GDP. This measure shows the 

role of "government as produce(. lt is sometimes referred to as 

government net output as it excludes bought-in goods and services, 

which are incorporated into the final product consumed by clients. 

Measuring productivity 

value added by labour and capital in the industry or sector being 

measured. 
• Gross output represents more: it does not net off intermediate 

inputs and therefore, when taking all industries or sectors 

together, adds to more than GDP. 

• Labour productivity measures the amount of output generated 

per unit of labour. An increase in labour productivity comes about 

when growth in real output exceeds growth in the volume of 

labour input. This state of affairs can be caused by efficiency 

changes, economies of scale or the substitution of other inputs 

for labour. 

• The multi-factor measure of productivity reflects the 

contributions of more than one type of input. Positive multi-factor 

productivity comes about when growth in real output exceeds 

growth in the volume of all inputs taken together. An observed 

change in productivity could be the result of economies of scale, 

variations in capacity utilisation, technical advances, efficiency 

changes, or any combination of these -but the substitution of 

one factor for another would not necessarily be sufficient to 

increase productivity. 

In many ways, labour productivity is the easier of these two options 

to measure: it requires estimates of the volume of output and the 

volume of labour input. This Information is readily available. Multi

factor productivity needs a wider range of information on inputs, not 

just labour but also intermediate consumption of goods and services 

and capital consumption. These must be combined and expressed 

in volume terms. 

Which measure to choose? 

Those who measure productivity will choose an approach that meets 

Productivity is defined as real outputs divided by the real inputs of a the analytical needs of users; but, for such measures to be of practical 

production process. use, the right data must be available. The gross output approach 

There are several possible approaches to measuring productivity. 

There Is a choice as regards what to measure: 

• Whether to measure productivity in producing net output or gross 

output (as defined above). 

• Whether to measure productivity in relation to a specific factor 

of production -such as labour- or to more than one factor. 

The meaning of productivity will vary according to the approach 
chosen, of course: 

• Net output represents the value of production excluding the 

value of purchases of intermediate inputs. 1t is a measure of 

meets analytical needs in that there Is an interest in the quantum of 

goods and services provided by government. The data needed to 

measure this are government current expenditure on goods and 

services, one of the components of the expenditure approach to 

GDP. That is the approach used in this article. The ONS has not yet 

published economy-wide multi-factor productivity estimates but that 

approach is taken here as it produces results which are unaffected 

by whether government gross outputs are produced "in-house" or 

bought in. 

In the UK, the major elements of government output are goods and 

services provided in the areas of education, health, defence, police, 

social security, courts and prisons. This covers services produced 

by the directly-employed staff of central and local government but 



also any services bought from other parties which are provided free Productivity indicators: what they are not 

of charge (or at little cost) to people: an example of this is hospital 

treatments which are bought by government from public corporations A few points about these indicators described In this article and what 

(e.g. hospital trusts). The production and provision of such goods their limits are: 

and services is a part of government output. Cash payments made 

to people (e.g. social security benefits) are a transfer rather than an • They do not measure productivity levels: they measure the 

output of government. But the operational process of providing these progress of each function over time using index numbers. 

transfers is a service and hence an output. • They do not measure outputs that should have been produced 

Examples of productivity measurement 

• A prison which has a capacity of 150 contains only 100 inmates. 

With the arrival of an extra prisoner, the prison will generate 

1 per cent more output. But it is likely that any increase in the 

prison's inputs will be less than 1 per cent. Productivity will go 

up mainly through higher capacity utilisation. 

• Two offices processing social security claims are merged in a 

new location: the new office performs the combined work of both 

old offices, but does not require the combined staff numbers. 

The volume of outputs is therefore unchanged, but the volume 

of inputs is lower because only one manager is required, and 

one telephone operator, one photocopying machine, etc. 

Productivity will be higher because economies of scale have 

been obtained. 

o A hospital buys a new machine to perform eye surgery. lt doubles 

but were not - for example, hospital treatments which are 

deferred for lack of resources, or crimes which the police did not 

investigate because they were not reported. lt is recognised that 

"what was not produced" is often a matter of public interest. 

• They do not measure "outcomes" - states which are the result 

of several influences. A lower crime rate is an example of an 

outcome: achieving it may require the police output described in 

this article as well as other factors such as a decrease in the 

number of opportun~ies available to commit crimes. 

• They do not suggest that high productivity is, without qualification, 

a good thing, especially in government. The productivity of 

prisons increases as the number of inmates increases. 11 does 

not follow that there should be a goal of filling jails to capacity 

although it may be a sensible policy to try to match capacity to 

demand. 

• They are not measured with absolute accuracy. 

the number of treatments performed dally for only a small Measuring the volume of government inputs - some 
increase in the level of inputs. Productivity has gone up as a practical illustrations 
result of exploiting a technical advance. 

Government output is produced with the following inputs: labour, 

These are examples of how productivity can go up in everyday intermediate consumption and capital. These are measured by the 

situations faced by governments. Using estimates of the volume of cost of: 

inputs and outputs, productivity change can be monitored over time. 

But there are other issues to consider. We need to ensure that the 

estimates will be accurate enough. And we need to consider what 

interpretation lt Is sensible to put on such results. The remainder of 

this article outl ines the main measurement and interpretation issues 

and how it is proposed to solve them so as to measure productivity 

change. They are: 

o How to define inputs and outputs in volume terms; 

• How to measure Inputs and outputs in volume terms; 

o How to cope with the fact that government output has a zero 

selling price when - as is usual - it is provided free; 

• How to ensure that our estimates of output volumes reflect any 

change in the quality of government services; 

o How to ensure the accuracy required of these estimates. 

• pay; 

o procurement of the goods and services required for production; 

and 

o depreciating the plant and equipment used in production. 

The money values of these components must be adjusted so that 

the effect of inflation is taken out leaving the changes in the volume 

of inputs. These estimates are then combined to form the total volume 

of inputs. The "deflation" process is carried out separately for each 

functional category being measured (education, health, police etc) 

and for each economic category (pay, procuremen1 etc). This is 

possible thanks to: 

o the detailed accounting data maintained by central government 

departments; 



• information collected from local authorities; and 

the availability of prices for inputs. 

To take an example, the inputs of education are deflated as follows. 

Table 2 

Item 

Labour input 

Intermediate goods and services 

Capital consumption 

Method used to express in 
volume terms 

Mostly using the number of staff as the 
volume indicator; partly by deflating using 
a pay index. 

By deflating using a composite index 
which is thought to be representative of 
the purchases made. 

By deflating using the index constructed 
to deflate capital consumption 

The result of deflating the inputs is expressed in £million using 1995 

as a base year. Some of the detailed calculations are shown in Table 

3 and are analysed in the section after next. 

A digression: do price changes In the Inputs not matter? 

The reasoning used so far indicates that productivity is measured in 

physical units and is therefore not affected by price changes in inputs. 

Let us illustrate this with the example of a doctor's consultations 

with patients. In year 1, the cost of a 15-minute consultation is £25; 

in year 2, it has gone up to £50, but the number of consultations is 

the same. The physical inputs and outputs do not change so there 

is no productivity change. As a description of what happened in 

physical terms this is correct. But is a measure which ignores such 

price movements useful or is it likely to mislead? Some argue that 

price movements should be taken into account, especially when 

measuring government productivity. Unless governments were willing 

to adjust their budgetary allocations to take account of price changes, 

items which go up sharply in price would threaten to take a larger 

and larger share of the budget. There are alternative measures of 

productivity which highlight these tensions. They are designed in 

such a way that areas where labour costs are going up faster than 

average fall behind in their productivity perionmance: but there is 

still scope for productivity improvement if cheaper inputs are 

substituted for those which went up in price, as for example in the 

provision of consultations by a nurse practitioner in place of a doctor. 

This is known as the economic approach to measuring productivity 

and provides an indicator of real cost-effectiveness. 11 is mentioned 

here for completeness: the remainder of the article illustrates the 

physical approach. 

Measuring government Inputs - analysis 

Table 3 tracks the three inputs over the period 1995-2000 in both 

money and volume terms for a number of different functional 

categories. 

• Taking education as an example, the figures show that total inputs 

increased by about 8 per cent in volume (i.e. constant price) 

terms. 
• Labour is the most important input, accounting for around two 

thirds of the total. Overall, the level of real labour resource 

consumed increased by less than 1 per cent- the remainder of 

the 24 per cent increase in money terms being accounted for by 

pay rises. 
• Intermediate consumption also showed a real increase over the 

period - about 31 per cent against a background of very low 

annual inflation. 
• Capital consumption is almost constant in real terms. 

Table 3 also shows the results for a number of other functions for 

the period 1995 to 2000. The following comments refer to inputs in 

volume terms: 

• In social security, total inputs fell by about 3 per cent - the labour 

input falling by nearly S1/2 per cent in real terms and intermediate 

consumption decreasing by about 11/2 per cent. 

• In health, total inputs went up by 25.3 per cent over the period, 

most of it being spent by government on purchasing health 

services from NHS Trusts and other suppliers outside 

government. The labour input series shows clearly the effects of 

the transfer of hospitals and their staff to bodies outside the 

government sector. But the total level of inputs reflects the cost 

of providing health services - whether the producer is within or 

outside government. 
• In prisons, total inputs went up by 10 per cent. Labour is the 

largest single component, accounting for about two thirds of total 

inputs at the outset. Labour inputs increased by about 7112 per 

cent but purchases of goods and services increased by nearly 

12 percent. 
• Police inputs were up by nearly 61h per cent. The labour input 

increased by 1 per cent in real terms but purchases of goods 

and services increased substantially. 
• Fire inputs were up by nearly 81/ 2 per cent, with both labour and 

goods and services inputs up by a roughly similar rate. 



Table 3 General Government inputs: final consumption for selected categories of services 
Current prices, constant prices and implied deflators £million 

1995 1996 1997 1998 1999 2000 o/o change 

Education 
Expenditure (current prices) 
Labour 17,834 18,223 18,938 19,837 21,121 22,121 24.0 
Goods and services 6,391 6,464 6,616 6,981 7,814 8,635 35.1 
Capital consumption 1,066 1,111 1,138 1,142 1,168 1,217 14.2 

Price Indices I implied deflators 
Labour 100.0 103.3 107.4 111 .9 120.8 123.2 
Goods and services 100.0 101.1 101.7 102.1 102.4 103.1 
Capital consumption 100.0 102.4 104.7 108.9 113.5 117.7 

Expenditure (constant prices) 
Labour 17,834 17,646 17,631 17,729 17,483 17,953 0.7 
Goods and services 6,391 6,396 6,507 6,835 7,632 8,379 31.1 
Capital consumption 1,066 1,085 1,087 1,049 1,029 1,034 -3.0 
All inputs 25,291 25,127 25,225 25,613 26,144 27,366 8.2 

Health 
Expenditure (current prices) 
Labour 3,419 2,841 2,680 2,676 2,865 2,799 -18.1 
Goods and services 35,470 38,539 39,895 42,632 47,149 50,932 43.6 
Capital consumption 92 86 82 83 83 117 27.2 

Price indices /Implied deflators 
Labour 100.0 104.9 107.9 111.6 117.5 124.0 
Goods and services 100.0 102.5 104.1 106.2 108.8 109.6 
Capital consumption 100.0 105.8 107.2 107.6 109.5 113.2 

Expenditure (constant prices) 
Labour 3,419 2,709 2,484 2,397 2,438 2,257 -34.0 
Goods and services 35,470 37,599 38,333 40,143 43,355 46,481 31.0 
Capital consumption 92 81 77 77 76 103 12.0 
All inputs 38,981 40,389 40,894 42,617 45,869 48,841 25.3 

Social Security 
Expenditure (current prices) 
Labour 1,816 1,834 1,899 1,965 1,913 1,884 3.7 
Goods and services 2,511 2,436 2,420 2,352 2,596 2,715 8.1 
Capital consumption 94 85 96 101 94 92 -2.1 

Price indices I implied deflators 
Labour 100.0 102.4 104.3 108.4 113.1 109.6 
Goods and services 100.0 101.5 103.6 106.2 107.5 109.6 
Capital consumption 100.0 103.3 103.0 102.1 105.6 110.3 

Expenditure (constant prices) 
Labour 1,816 1,791 1,821 1,812 1,691 1,720 -5.3 
Goods and services 2,511 2,400 2,337 2,214 2,416 2,476 -1.4 
Capital consumption 94 82 93 99 89 83 -11.7 
All inputs 4,421 4,273 4,251 4,125 4,196 4,279 -3.2 



Table 3 • Continued 
£million 

1995 1996 1997 1998 1999 2000 %change 

Prisons 
Expenditure (current prices) 
labour 1,090 1,124 1,131 1,093 1,191 1,244 14.1 
Goods and services 516 520 593 660 710 638 23.6 
Capital consumption 94 94 102 105 130 135 43.6 

Price indices I implied deflators 
Labour 100.0 103.8 103.3 105.6 106.4 106.1 
Goods and services 100.0 102.3 104.5 107.0 108.6 11 0.7 
Capital consumption 100.0 103.5 102.3 100.5 104.4 109.3 

Expenditure (constant prices) 
labour 1,090 1,083 1,095 1,035 1,120 1,173 7.6 
Goods and services 516 508 568 617 654 576 11.6 
Capital consumption 94 91 100 104 125 124 31.9 
All inputs 1,700 1,682 1,763 1,756 1,899 1,873 10.2 

Police 
Expenditure (current prices) 
labour 6,834 7,058 7,311 7,625 7,826 8,118 18.8 
Goods and services 953 1,088 1,100 1,120 1,214 1,457 52.9 
Capital consumption 88 94 103 108 124 131 48.9 

Price indices I implied deflators 
labour 100.0 103.0 106.0 109.5 113.7 11 7.4 
Goods and services 100.0 101.1 100.9 105.5 106.7 109.1 
Capital consumption 100.0 104.4 104.0 103.8 106.0 111 .0 

Expenditure (constant prices) 
labour 6,834 6,855 6,899 6,964 6,885 6,916 1.2 
Goods and services 953 1,076 1,090 1,062 1,138 1,335 40.1 
Capital consumption 88 90 99 104 117 118 34.1 
All inputs 7,875 8,021 8,088 8,130 8,140 8,369 6.3 

Fire 
Expenditure (current prices) 
Labour 1,345 1,395 1,453 1,522 1,600 1,636 21.6 
Goods and services 132 114 129 136 148 157 18.9 
Capital consumption 38 39 43 47 50 53 39.5 

Price Indices I implied deflators 
Labour 100.0 103.0 105.6 108.8 111.8 112.8 
Goods and services 100.0 96.5 101.4 106.0 107.6 110.2 
Capital consumption 100.0 104.9 104.8 106.8 108.3 112.2 

Expenditure (constant prices) 
labour 1,345 1,355 1,376 1,399 1,431 1,451 7.9 
Goods and services 132 118 127 128 138 143 8.3 
Capital consumption 38 37 41 44 46 47 23.7 
All inputs 1,515 1,510 1,544 1,571 1,615 1,641 8.3 



Table 3 • Continued 

Courts 
Expenditure (current prices) 
Labour 
Goods and services 
Capital consumption 

Price indices I implied deflators 
Labour 
Goods and services 
Capital consumption 

Expenditure (constant prices) 
Labour 
Goods and services 
Capital consumption 
All inputs 

Defining output volume - the principles 

1995 1996 

1,218 1,206 
1,852 2,019 

40 40 

100.0 102.3 
100.0 102.0 
100.1 103.7 

1,218 1,179 
1,852 1,980 

40 39 
3,110 3,198 

How do we recognise an output? In the market sector, we recognise 

it mainly from the fact that it is sold at a price. Every1hing sold at a 

price is someone's gross output, so long as we leave aside items 

which have already been sold once (e.g. antiques). ln the government 

sector, many outputs are provided to users free of charge: having a 

zero price, it is not always obvious how to distinguish them. Some 

principles are considered here. 

What identifies a service? 

• it is an activity which usually changes the "condition" of one or 

more beneficiaries who, in turn, may become more educated or 

healthier or warmer or incarcerated, etc (2 para 6.1 0). 

• A service can be produced repeatedly: typically, a unit of output 

will be produced each time the inputs are used in a similar way. 

• The production process may be reorganised so as to produce 

an output of a higher quality: typically, this higher quality could 

result from more or better quality labour and I or materials, or 

from better capital equipment or better techniques. 

• If the production process is reorganised so that the same service 

is produced using less real inputs, this represents a productivity 

gain. 

• Services are consumed at the same time as they are produced: 

no stocks of services can be held. 

• The output of services is therefore measured at the point of 

delivery - that is, where the government's output becomes 

someone's consumption. Every service is consumed - either 
individually or collectively. 

1997 1998 1999 

1,243 1,260 1,284 
1,988 1,942 2,121 

44 46 53 

106.3 109.0 110.5 
103.8 106.6 108.2 
102.7 101.4 105.1 

1,170 1,156 1,162 
1,914 1,822 1,960 

43 45 50 
3,127 3,023 3,172 

2000 

1,343 
2,092 

55 

115.4 
110.4 
110.0 

1,164 
1,894 

50 
3,108 

£million 

%change 

10.8 
13.0 
37.5 

·4.4 
2.3 

25.0 
.().1 

Some practical illustrations - measuring government 
outputs 

The principles set out above for defining government output can 

help to identify the major outputs of different areas of government. 

In practice, the quality of these outputs will vary - over time, for 

example. So the measurement process must reflect the fact that 

100 units of good quality this year represent more output than 100 

units of a lesser quality last year. Hence the outputs referred to below 

should be regarded as taking account of quality in this way. 

• Members of the fire service spend much of their time dealing 

with emergency events such as fires. Putting out a fire is of direct 

benefit to those affected, typically the owners of the property. 

Another part of their time is spent on standby: but being on 

standby is not a viable activity by itself. This points to the main 

unit of output being the response to various types of emergency 

event: it has a clear producer and consumer. 

• For the police service, the principles lead us to conclude that 

Investigating crimes and bringing them to a conclusion is the 

main output. A reasonable approximation of the typical unit of 

output is doing this for a particular type of crime. 

• In the case of the prison service, looking after prisoners is the 

main output and a reasonable approximation of the unit of output 

is therefore a night spent in prison by the average prisoner. 

• Perhaps unexpectedly, education output - being equal to Its 

consumption - is defined, as a first approximation, in terms of 

the number of pupil years of teacHing carried out. The number 

of teachers teaching or exams passed would not fit in with these 

principles. 



• In social security, the main units of output would be handling a 

claim for a benefit, making a benefit payment and providing 

advice to clients. 

• In health, each specific type of treatment will usually be a different 

output. Example: when two different sets of inputs are used to 

produce two different results X and Y (say removal of a cataract 

and stitching a wound), they are creating different outputs. If, as 

a result of a technical advance, result X is later obtained using a 

different set of inputs, the output achieved remains the same 

one as before - an example of productivity change. 

• In addition to the main outputs, there will also be subsidiary 

outputs. The fire service conduct safety inspections and the police 

carry out patrolling and deal with non-criminal incidents. These 

must all be taken into account in measuring output. 

• Note that the outputs are measured independently of the inputs. 

• Overheads, where they are separated out, are to be treated as 

a cost of producing those outputs which are actually consumed. 

Overheads do not, of themselves, represent separate outputs. 

Articles published in Economic Trends over the past few years give 

details of how government output is currently measured in the UK 

for education and health3, for the administration of justice\ fire and 

social services. 5 

International guidelines on national accounting contain a requirement 

to produce estimates of government output measured in volume 

terms2.6. This article should be seen as a contribution to an ongoing 

discussion on how the concept of government output can be put 

into practice through the development of generally accepted 

principles. 

Measuring government outputs - analysis 

Where there is essentially a single unit of output - for example, 

prison nights- just counting the number of units gives an indication 

of the output trend, albeit a rough indication given that the units take 

no account of any change in quality. Below are some examples 

covering the period 1995-2000. 

• The average annual prison population rose steadily from 57,000 

In 1995 to 71 ,000 in 2000 (see Table 4). If the quality of prison 

care remained constant, this would be a strong indication of 

growth in output over this period. 

Table 4 Measuring the output of prisons: prison population 
Great Britain Annual Averages 

1994 
1995 
1996 
1997 
1998 
1999 
2000 

Thousands 

54.4 
56.7 
61 .1 
67.2 
71 .3 
70.8 
70.8 

• The fire service's main unit of output is responding to emergency 

events such as fires; hence the downward trend in the number 

of secondary fires since 1995 would suggest fall ing output (see 

Table 5). This example shows how output of a government 

service is often response-driven: the downward trend in fire 

service output is thought to be largely for reasons outside the 

control of the fire service, such as wetter than average weather, 

better fire prevention measures and possibly economic prosperity 

which made arson less frequent. 

Table 5 Measuring the output of fire services 
Index numbers 

Fires by type 

Primary Fires Secondary Fires All fires 
Weights (percentages) 

1994 
1995 
1996 
1997 
1998 
1999 
2000 

49 

99.0 
100.0 
104.6 
102.0 
101.7 
11 0.9 
111.5 

13 100 

67.6 92.3 
100.0 100.0 
78.8 100.0 
65.2 95.1 
50.5 90.0 
61.7 94.5 
63.8 95.6 

• In education, the unit of output is a pupil year of teaching. So 

output is mainly a function of the numbers in education. During 

this period, these pupil numbers grew at a rate of about 1 per 

cent per year. Unsurprisingly, education output· when measured 

in this way- changes very little over the period (see Table 6). 

Table 6 Measuring education output: numbers of pupils being taught 
Index numbers 

Nursery Primary Secondary Special Total 

1994 97.8 98.3 98.8 101.7 98.4 
1995 100.0 100.0 100.0 100.0 100.0 
1996 101.6 101.2 101.0 100.6 100.7 
1997 102.3 102.0 102.2 101.6 101 .6 
1998 102.2 102.5 103.6 101.7 102.8 
1999 100.4 103.1 104.8 101.7 103.7 
2000 100.0 103.6 106.1 101.7 104.6 



Table 7 Measuring police output: recorded crimes 
Thousands 

Violence Burglary· Theft of Theft All other 
Incident against the Sexual Burglary· commercial+ motor from Theft · notifiable Criminal Drug 
Description person offences Robbery dwelling 

Weight' 0.3 0.03 0.05 0.08 

1994 460.7 32.6 60.5 672.8 
1995 473.9 31.3 68.7 644.3 
1996 517.6 31.9 72.5 596.1 
1997 551 .2 34.6 65.7 521.7 
1998 516.6 36.0 65.9 480.4 
1999 561 .5 37.4 79.9 450.3 

• relative cost of Investigating etc each type 

In cases where there are several different types of output, the 

movements in all of these must be examined in order to gain some 

impression of the overall output trend: 

• The volume of police output is not simply a reflection of changes 

in the number of crimes investigated. We cannot treat all crimes 

as being equally Important in this context. Some types- violent 

crime, for instance- have much more time and resources spent 

on them than others: investigating this type of resource-intensive 

crime must be regarded as creating more output than the 

investigation of a crime which takes up less resources. 11 follows 

that police output is determined by the composition of crimes. 

Table 7 shows that there was a sharp increase in violent crime 

over the period and sharp falls in several types of crime which 

are less expensive (such as thefts from cars, burglaries). Without 

getting into detailed calculations, we can see that this situation 

Is likely to be sufficient to cause an increase in police output. 

Some would argue that the police could react to an increased 

burden of work by spending less time on each case than before: 

that would be consistent with Increased output- and increased 

productivity - so long as the work is at least of the same quality 

as before. Some support is lent to this assumption by the fact 

that the rate of clear-up of violent crimes did not diminish during 

this period. 

• In health, where each specific type of treatment is usually a 

different output, the changing composition of the aggregate 

output is an important determinant of the overall trend. Some 

treatments are expensive while others are not; some treatments 

are performed frequently, others not. The cost and the incidence 

of each treatment are taken Into account by the Department of 

Health In compiling an output lndex.7 The Index covers only 

England, which Is about 80 per cent of UK health expenditure. 

Table 8 contains the summarised results. 

other vehicle vehicle other crime 

0.04 0.06 0.03 0.14 0.13 

587.5 540.2 852.1 1,234.9 276.4 
590.8 517.7 825.7 1,204.1 263.5 
557.7 479.7 793.8 1,153.7 268.9 
501 .4 418.1 721.4 1,115.3 275.3 
481 .6 394.2 689.6 1,112.1 326.5 
467.9 379.0 673.4 1,163.2 386.1 

Table 8 Measuring health services output 

Year 

1995 
1996 
1997 
1998 
1999 

damage offences 

0.05 

959.2 
9n.1 
988.0 
928.8 
886.8 
929.2 

0.1 

115.4 
134.2 
142.9 
147.8 
139.2 
125.4 

100.0 
102.5 
104.9 
107.6 
109.3 

Total 

5,792.4 
5,731 .3 
5,603.0 
5,281 .2 
5,129.0 
5,253.2 

• In social security, the units of output are mainly claims but in 

some cases payments. There are many separate benefits: their 

incidence is shown in Table 9. For each type, the numbers of 

claims or payments must be weighted in proportion to the 

processing cost. Taken together, these results paint a picture of 

declining output for social security during the late 1990's, partly 

reflecting the period's economic prosperity, but also the 

reorientation of the social security system. However, this decline 

might be an overestimate as it does not yet take account of 

other output activities such as giving advice. 

To obtain comprehensive output estimates, account has to be taken 

of the subsidiary as well as the main outputs and of any changes in 

the quality of the services produced. For the fire service, this means 

taking Into account the non fire-related work such as emergency 

incidents, community activities and safety inspections as well as 

ways In which the quality of the service has changed (e.g. through 

more success in limiting fire damage). For the police, patrolling and 

dealing with non-criminal incidents must be included as well as quality 

changes (e.g. through solving a higher percentage of crimes). Some 

of these subsidiary outputs are continuous and cannot naturally be 

expressed as units of output In the same way as shown in the 

examples above. In the above examples, patrolling and Involvement 

In community activities fall into this "difficult to measure" category: 

for such cases, the only practical choice is to measure time spent 



Table 9 Measuring social security output: indicators of claims made/payments processed 

Retirement Widows Job Seekers' 
Pension benefit Allowance 

1995 100.0 100.0 100.0 
1996 102.1 95.0 93.6 
1997 104.5 92.5 90.7 
1998 91.0 77.5 85.0 
1999 93.4 87.5 84.6 
2000 81.3 87.5 78.9 

on the work, a step that rests on the assumption that there is no 

productivity change in this type of work. 

What is outlined here is a simple, practical approach to output 

measurement which focuses on the areas of government which 

produce many repeated services. This article makes no effort to 

describe productivity measurement in areas where the nature of the 

service and the unit of output are difficult to define and to monitor

areas such as foreign policy, defence and the management of the 

economy. 

Comparing outputs with inputs 

• Table 4 shows the average annual prison population rising by 

25 per cent. Total inputs were up by about 10 per cent (Table 3). 

If these figures referred to units of constant quality, this would 

represent an increase in productivity (resulting mainly from higher 

capacity utilisation and the opening of new and more cost-efficient 

prisons). In reality, some prisons were filled beyond their capacity 

and we cannot assume that a prison night at the end of the 

period was of the same quality as in 1995. 

• Changing crime patterns over the period led to the police carrying 

out more of the expensive tasks (investigating violent crimes) 

and fewer of the inexpensive ones (such as thefts from cars, 

burglaries). Weighting these together according to their cost gives 

an Increase in police output of about 51/2 per cent. On this basis, 

output barely kept pace with the inputs consumed which were 

up by just over 6 per cent (Table 3) leaving productivity almost 

unchanged. 

• In education, pupil numbers suggest output growth over the 

period of just below 5 percent (see Table 6): this is before taking 

account of changes in the quality of the output - which Is 

discussed in the next section. The volume of Inputs consumed 

grew by about 8 per cent (Table 3). 

Index numbers 

Child 
Sickness Income Family Social benefit + lone Housing 
benefits support Credit fund parent benefit . Benefit 

100.0 100.0 100.0 100.0 100.0 100.0 
100.2 96.5 110.2 100.5 94.1 100.2 
93.9 94.0 11 7.7 101 .9 117.4 97.2 
81 .5 97.9 119.7 102.8 117.4 93.8 
80.2 97.1 91.5 103.2 105.4 89.9 
79.1 97.8 0.0 103.2 119.6 87.4 

On this basis, some other important areas did not fare so well and 

experienced falling productivity: 

• The downward trend in the number of fires since 1995 indicates 

that output has fallen by about 4 per cent over the period while 

the inputs consumed went up by nearly 8112 per cent (Table 3). 

• The cost and the incidence of each treatment are taken into 

account in compiling an output index for health. Output went up 

by 15.3 per cent (Table 5) but total inputs went up by 25.3 per 

cent over the period (Table 3) , most of it being spent by 

government on purchasing health services from NHS Trusts and 

other suppliers outside government. One would expect technical 

advances to have played an important role in increasing outputs. 

But the higher growth in inputs used suggests that much of their 

impact has still to feed through into output. 

• In social security, the units of output are claims and payments, 

weighted in proportion to the processing cost. Taken together, 

these results paint a picture of declining output for social security 

during the late 1990s of just under 6 per cent, ignoring any 

possible changes in quality (Table 9). Total Input volume fell by 

less than this, about 3 per cent down (Table 3). Given the 

declining output, the productivity fall appears to reflect an inability 

to adjust the available capacity. 

Taking account of the changing quality of output 

So far the illustrations assume that the units of output being measured 

are comparable over time. This is unlikely to be the case in practice. 

The quality of any product rarely stands still: for many goods seen In 

the shops, enhanced models are introduced from time to time. In 

the national accounts, the main method used to measure output is 

to deflate the money value by a suitable price index. If the quality of 

the output improves, the price index is adjusted downwards so that 

the deflation process yields a higher output. This is not possible 

where zero-price or subsidised government output is concerned. 



However, we should not allow this to mask the possibility that the 

quality of government services has improved. There is evidence that 

the quality of education output has increased in recent years through 

improving examination results. But, in order to isolate lhe effect of 

quality change, we need to use a measure which is more closely 

linked to output. For many years, school inspectors have regularly 

assessed the quality of teaching. They are provided with clear 

guidelines: for instance, teaching quality Is to be judged: 

• by whether clear goals are set for the group and for individuals; 

• by the extent to which activities are well-planned and presented 

in a range of ways, have suitable content, and engage and 

motivate all pupils enabling them to make progress at an 

appropriate pace; and 

• by the extent of arrangements to improve teaching quality. 

Inspectors are required to mark lessons as: 

In both areas, incorporating these quality adjustments increases 

productivity as compared with the simple calculation, making 

productivity positive in both cases. The reasons are as follows. In 

education, there has been a steady shift to better quality lessons 

during this period. In police work, there has been an increase in the 

percentage of crimes cleared up (with a slight falling off in 2000, 

which has caused quality-adjusted output to do likewise). This table 

shows what difference incorporating the quality adjustments makes: 

Table 10 Examples of output before and after quality adjustment: 
education and police 

1995 1996 1997 1998 1999 2000 

Education 
Simple calculation 100.0 101.1 102.1 103.0 103.9 104.6 
Quality adjusted 100.0 101.0 104.0 106.0 108.0 109.0 
Police 
Simple calculation 100.0 101 .8 102.1 101.3 104.5 105.4 
Quality adjusted 100.0 104.0 106.0 108.8 110.5 108.6 

• Good I very good; Other areas of government output have recorded improvements in 

• Satisfactory; quality. In health, the fall in the number of post-operation deaths Is 

• Unsatisfactory I poor. an indicator of an improvement in the quality of output. Needless to 

say, these computations are only illustrations based on possible 

An ideal way of taking account of quality would be to construct an methods for taking quality change into account. The aim here is to 

index, which treats a good lesson as generating more output, etc. If show that quality change can be reflected in output measures In an 

the quality of teaching improves over lime, some teachers- or, more objective way but that there is some difficulty about deciding what 

precisely, some of their lessons - would move from a lower quality the correct weights should be. Much more work has to be done on 

category to a higher one thereby increasing output. In the example these issues before the results can be regarded as an adequate 

reported in the table below, quality-adjusted productivity has been representation of reality. 11 is perhaps noteworthy though that, in 

computed using weights of 1.2, 1.0 and 0.8 attached to the three both these cases, giving due weight to improved quality now shows 

qualities of lesson listed above. These weights are shown here for outputs as having grown faster than inputs - that is, productivity has 

Illustrative purposes: it is hoped that future research will yield more improved over the period. 

objective ways of choosing such weights. 

A different way of measuring quality has been proposed for use in 

measuring police output. The method measures output in much the 

same way as was described earlier but, as with education, treats 

some types of police work as having less output attached to them 

than others. The argument used here is that there is a degree of 

wastage in police output, i.e. some of what is produced is of no 

value. This happens in other industries and, generally speaking, such 

production is not sold (as with Imperfect chinaware). it is proposed 

therefore that the police measure should exclude from output those 

activities which have no value: in this example, these are defined as 

investigation work on crimes which do not get solved or cleared up 

in some way. 

Remaining issues: data quality 

This article is concerned mainly with defining a robust conceptual 

approach. Figures are included to help illustrate how productivity 

will be measured in practice. Accuracy is crucial if estimates of 

government productivity are to be produced on an ongoing basis. 

The main issue to note here is not that the quality of the data used is 

inadequate but that its quality has not yet been thoroughly assessed 

at the level of detail which is used here. When it Is assessed - and 

if found wanting - there may be fairly simple remedies. Given that 

we are dividing two figures to obtain a productivity estimate, we need 

to be clear about the degree of accuracy we can obtain. 



Records of central and local government expenditure are kept in 

sufficient detail to provide good estimates for the functions and 

components identified here. Part of any validation process will be to 

verify this, which could be useful given that the figures are not 

normally published at this level of detail. 

The price indices used to deflate the expenditure figures must be 

thoroughly examined. The weakest element in the calculation lies in 

a lack of knowledge of which types of goods and services make up 

the inputs for each function and what their relative importance is in 

each case. In other words, although we know how much central and 

local government actually spend to achieve each functional output 

- and how much of that is spent on pay - we know little about the 

amounts of different goods and services which go "into the mix" for 

each function. If all prices moved at the same rate, this might not 

matter too much. But price inflation over the past five years or so 

has varied greatly. Manufactured goods have increased little in price 

- on average, about 4 per cent between 1995 and 1999. Many 

services have increased at a far higher rate: business services, for 

example, went up by 9.5 per cent. On the other hand, 

telecommunication charges recorded a fall in price of about 16 per 

cent. For this exercise, detailed knowledge of this composition is 

replaced by informed guesswork. 

Capital consumption is not calculated at the level of detail shown 

here. This is not something that could be remedied without a thorough 

overhaul of the suite of programs which calculate capital 

consumption, mainly from past capital expenditure. Fortunately, such 

an overhaul is currently being carried out and there is a prospect of 

reliable data in a few months. 

An ideal productivity measure would take account of the cost of 

capital. This would add greatly to the comparability of the performance 

of government and the private sector by measuring the services 

produced by each on a similar basis - the basis that capital used in 

the business costs money. This has not yet been attempted for 

government-produced services (and might not make a noticeable 

difference). But it will be made easier by the requirement that 

government departments are now charged an estimated amount for 

the cost of capital they are deemed to use. 

As regards the outputs identified in each function, these are obtained 

from administrative records, which are deemed to be suitable for 

the purpose. However, we cannot claim that coverage is exhaustive 

- or ever will be without a massive amount of work. But so long as 

the actual outputs chosen are the important ones, the output figures 

should not mislead. Geographical coverage is an Issue though: the 

intention is to cover the whole of the United Kingdom, but, in most 

cases, the output data relate to England and Wales and, in some 

cases, to England only. This reflects the way administrative 

responsibilities are allocated and it is hoped that coverage will 

eventually be complete. For the present, the assumption is made 

that those areas not covered are similar to the rest of the UK in their 

characteristics. 

Finally, the weights used to combine the various output indicators 

come from separate sources: they have been chosen as, in principle, 

they appear to be suitable for use in this context. However, they 

must be reviewed for their suitability. 

Where we are now 

In this article, we have set out some initial propositions as to how a 

productivity index of government services might be developed, how 

it might be calculated, and what data might be used. The results 

shown here are provisional and much work remains to be done before 

a meaningful assessment can be made as to their validity. In 

particular: 

• a wider range of government services needs to be covered; 

• changing quality must be adequately incorporated into the 

estimates; and 

• rigorous quali ty assurance processes must be built into the 

statistical production process. 

As this work progresses and its coverage is extended, regular reports 

will be published to convey the results and to provide an assessment 

of their quality. 

A strong feature of this work is that it respects the national accounts 

framework of the System of National Accounts2 and is consistent in 

approach with the OECD's recommendations for measuring 

productivity given in its Manual on the subject.8 This feature allows 

us to compare government output with other components of the 

national accounts and also compare productivity movements for the 

different areas of government on a comparable basis. 
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SUMMARY 

This article examines how taxes and benefits redistribute income between various groups of households in the United Kingdom. it shows 
where different types of households and Individuals are in the income distribution and looks at the changing levels of income inequality 

over time. The tables and charts have been renumbered since the last annual publication. New tables and charts have been added. In 
particular, there are more tables showing distributions for households analysed by quintile group as well as by decile group. Table 1 

showing links between old and new tables and charts is included at the end of the summary section. 

Redistribution through taxes and benefits 
Government intervention, by means of taxes and benefits, alters the incomes of households. In general, households in the top half of the 

distribution pay more in taxes than they receive in benefits while the reverse is true for those in the lower half. Taxes and benefits 
therefore tend to reduce the differences between households' incomes. As shown in Table 4, before government intervention, the top 

fifth of households have an average of around £55,700 per year in original income (that Is from sources such as earnings, occupational 

pensions and investments). This is around 18 times as great as the figure of around £3,100 for the bottom fifth. After taxes and benefits, 
the ratio is greatly reduced to four to one. In 199~2000 the ratio was 19 to 1 for original income but ~was also reduced to four to one for 
final income. Figure 1 also shows the effect on the transition between original income and final income for 2000-01 broken down by 

quintiles. 

Figure 1 
Original Income and Final income by qulntile 
groups for ALL households, 2000--01 

Average per household (£ per year) 
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Figure 2 
Gross Income by quintile groups for ALL 
households, 2000--01 
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Cash benefits play the largest part in reducing inequality. The majority of these go to households in the lower part of the distribution, with 

the poorest two fifths receiving 60 per cent of the total. These households typically receive around £5,400 from cash benefits, as shown 

in Table 4, representing around two thirds of gross income for the bottom quintile group and two fifths for the next group. These proportions 

are even higher for retired households in this part of the distribution (see Table 12). The majority of cash benefits for these households 

come from contributory benefits, particularly the state pension. Figure 2 shows gross income broken down into original income and cash 

benefits by the quintile distribution for equivallsed disposable income. 

Direct taxes, except for local taxes, are progressive -they take a larger proportion of income from those higher up the income distribution 

- therefore they also contribute to a reduction in inequality although not to the same extent as cash benefits. The proportion of gross 

income paid in direct tax (Table 3) by the top fifth of households is double that paid by the bottom fifth: 23 per cent compared with 12 per 

cent. For local taxes, the top quintile group pays the largest absolute amount (Table 14A). On the other hand, when expressed as a 

proportion of gross income (Table 3), the impact of local taxes is higher In the lower half of the distribution. 

Indirect taxes have the opposite effect to direct taxes taking a higher proportion of income from those with lower incomes, i.e. are 

regressive. This is partly due to the recorded expenditure of some low income households being higher than their recorded current 

incomes. This results In relatively large payments of indirect tax. In addition, some high income households channel a relatively high 

proportion of their income into savings and mortgage payments. These do not attract indirect taxes. Despite this, the top fifth of households 

still pay more indirect tax in absolute terms than other households, see Table 4. 

Households also receive benefits in kind from services provided free or at subsidised prices by government, such as health and education. 

The amount received falls gradually as income increases indicating that these benefits lead to a reduction in inequality. 

Characteristics across the Income distribution 
Adults and children are not spread evenly throughout the income distribution (Tables 15 and 15A). For example, there are more children 

in households in the lower half of the distribution. Among adults, women appear fairly evenly across income groups. There are more men 

in households in the higher groups than in the lower groups. There are also distinct patterns by household type. Households containing 

one adult and at least one child are concentrated in the bottom fifth. Retired households, particularly those containing only one woman, 

are over-represented in the bottom two quintile groups. 

The higher income groups are characterised by households with more economically active people than those lower down the income 

distribution. Two adult households with no children are also over-represented towards the top of the distribution. 

Trends in income inequality 
As shown in Figure 5 and Table 27, inequality of disposable income was fairly stable in the first half of the 1980s. This was followed by a 

period where it increased rapidly, reaching a peak around 1990. Inequality then fell slightly in the first half of the 1990s although the fall 

only reversed a small part of the rise seen In the previous decade. The latest figures suggest that Inequality of disposable income rose 

again in the second half of the 1990s but has flattened off by the end of the period. 

Changes in the income distribution over time have been the focus of much study. The article includes discussion of work which has 

attempted to identify some of the factors which have influenced these changes. 



CONCEPTS AND SOURCES 

This study examines how taxes and benefits redistribute income. lt adds the value of government benefits to the private Income of 
households and subtracts the value of taxes to look at different measures of household income. 

Diagram 1 shows the stages in the redistribution of income used in this analysis. Household members receive income from employment, 
occupational pensions, investments and other non-government sources. This is referred to as original Income. The diagram shows the 
various ways that government raises revenue from households through taxation and distributes benefits to them in cash and in kind. 

The analysis only allocates those taxes and benefits that can reasonably be attributed to households. Therefore, some government 
revenue and expenditure are not allocated such as revenue from corporation tax and expenditure on defence and public order. There 

are three main reasons for non-allocation. Some taxes and benefits fall on people who do not live in private households. In other cases 

there is no clear conceptual basis for allocation to particular 
households. Finally, there may be a lack of data to enable allocation. 
In this study, some £257 billion of taxes and £201 billion of benefits 

have been allocated to households. This is equivalent to 72 per 

cent and 56 per cent respectively of general government 
expenditure, which totalled around £358 billion in 2000 (Table 13). 

The estimated values of taxes and benefits reflect the study 

methodology. They are based on assumptions about which taxes 
and benefits should be covered and to whom they should apply. 

Where it is practical, the methodology used is similar to that used 
in previous years. However, there have been some changes in the 
underlying survey (the Family Expenditure Survey, to be replaced 

by the new Expenditure and Food Survey from 2001-02) and 
improvements in the methodology. For example, changes from 
1996-97 onwards include new questions for the self-employed and 

the use of data which are grossed up to the UK household 

population. Time series are presented for some measures that are 
relatively robust to these changes. These include Gini coefficients 
and other measures of inequality in Tables 26 and 27. Beyond 

these measures, one should be cautious about making direct 

comparisons with earlier studies. 

The unit of analysis used in this study is the household. The 
households are ranked by their equivalised disposable income, 

which is used as a proxy for their level of welfare. Equivalisation is 
a standard methodology that takes into account the size and 

composition of households and adjusts their incomes to recognise 

differing demands on resources. For example, a couple would need 
a higher income than a single person to achieve the same standard 
of living. So a single person's Income of £6,100 is treated as 

equivalent to an income of £10,000 for a couple (see Appendix 2, 

paragraph 46). Households with the same equivalised income do 
not necessarily have the same standard of living where other 
characteristics are different. For example, households which own 

their homes outright would be in a better position than identical 

Diagram 1 
Stages of redistribution 

ORIGINAL INCOME 
before government Intervention 
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households with the same income which had to pay rent or mortgage payments. Also, households which include disabled people may 

require additional resources to maintain the same standard of living as those without disabled people. Equivalisation does not adjust for 
these differences. 

Equivalised income is used only to rank the households. Most monetary values shown in the article are not equivalised. Where equivalised 

amounts are given, they are shown in italics. Once the households have been ranked, the distribution is split into five (or ten) equally 
sized groups- that is quintile groups (or decile groups). The bottom and second quintile groups are those with the lowest equivalised 
disposable incomes while the fourth and top groups have the highest. 

The main data source for this analysis Is the Family Expenditure Survey (FES) which covers from 6,500 to 7,000 households in the 
United Kingdom each year. it only covers private households- people living in hotels, lodging houses and in institutions, such as old 
people's homes, are excluded. 

The survey results are re-weighted and grossed so that the totals reflect the whole household population In terms of age, sex and 
region. Different weights are applied to different types of household in order to correct for over or under-representation of these groups 

in the responding sample of the FES. Studies have indicated that the FES suffers from under-representation at the very top of the 
income distribution. This under-representation is not directly corrected by the re-weighting and grossing methodology and may lead to 

some under-estimation of income. Those who are interested in the level of income for the top decile group of the income distribution 

should refer to the Department for Work and Pensions publication Households Below Average Income 200D-01. 1 This analysis uses 
data from the Family Resources Survey and contains an income adjustment for households at the top of the income distribution, which 
is made using the Inland Revenue's Survey of Personal Incomes. 

Further details of the concepts and methodology used are given in Appendix 2. 

The results of the analysis are reported in three sections. The first looks at the effects for all households. Retired and non-retired 

households have distinct income and expenditure patterns and so the tax and benefit systems affect the two groups In very different 
ways. Therefore, the second and third sections look separately at results for non-retired and retired households. 
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Appendix 1 
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Appendix 2 
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Description 

Stages of redistribution 
Original income and final income by quintile groups of all households, 2000-01 
Gross income (original income & cash benefits) by quintile groups of all households, 2000-01 
Sources of gross income by quintile groups of equivalised disposable income, 200Q-01 
Summary of the effects of taxes and benefits on all households, 200()-01 
Gini coefficients 1978 to 200o-o1 
Income stages by non-retired household types, 200()-01 

Comparison between old tables and new table numbers and additional tables 
Percentage shares of household income and Gini coefficients, 200()-01 
Taxes as a percentage of gross income, disposable income and expenditure for all households by quintile groups, 200()-01 
Table 3 for earlier years, linked in web version 
Summary of the effects of taxes and benefits by quintile groups of all households, 2000-01 
Percentage shares of household income and Gini coefficients for nOIHetired households, 200<HH 
Summary of the effects of taxes and benefits on non-retired households by quintile groups, 20oo-o1 
Cash benefits for non-retired households by quintile groups, 200()-01 
Taxes as a percentage of gross income for non-retired households by quintile groups, 200o-o1 
Indirect taxes as a percentage of (a) disposable income and (b) household expenditure for non-retired households by quintile 
groups, 200Q-01 
8enetns in kind for non-retired households by quintile groups, 200G-01 
Percentage shares ol household Income and Gini coefficients for retired households, 200o-o1 
Summary of the effects of taxes and benefits on retired households by quintile groups, 2000-Q1 

Taxes and benefits allocated to households as a percentage of general government expenditure, 2000 
Average incomes, taxes and benefits by decile groups of all households, 200()-01 
Average incomes, taxes and benefits by quintile groups of all households, 200()-01 
Household characteristics of decile groups of all households, 2000-01 
Household characteristics of quintile groups of all households, 200Q-01 
Average incomes, taxes and benetns by decile groups of non-retired households, 200Q-01 
Average incomes, taxes and benefits by qulntile groups of non-retired households, 200()-01 
Household characteristics of decile groups of non-retired households, 200Q-01 
Household characteristics of quintile groups of non-retired households, 200o-o1 
Average incomes, taxes and benefits by decile groups of retired households, 2000-01 
Average incomes, taxes and benefits by quintile groups of retired households, 2000-01 
Household characteristics of decile groups of retired households, 200o-o1 
Household characteristics of quintile groups of retired households, 2000-01 
Average incomes, taxes and benefits by decile groups of non-;etired households without children, 200()-01 
Average incomes, taxes and benefits by decile groups of non-;etired households with children, 200Q-01 
Distribution of households by household type, 200Q-01 
Summary of the effects of taxes and benefits, by household type, 200o-o1 
Average incomes, taxes and benefits by declle groups of households (ranked by unadjusted disposable income), 2000-01 
Cross-tabulation of households ranked by disposable income, unadjusted and equivalised, 200Q-01 

Long run time series 
Percentage shares of equivalised total original, gross, disposable and post-tax incomes by quintile groups for all households, 
1978 to 200o-o1 
Gini coefficients for the distribution of income at each stage of the tax-benefit system 
and P90/P10 and P75/P25 ratios for disposable income for all households, 1978to 2000-01 

Methodology and definitions 
Complete income inequality 
Lorenz curve for a typical income distribution 



RESULTS FOR ALL HOUSEHOLDS 

Overall effect 

Government intervention affects household Income in various ways. 

Money Is taken through taxes, both direct and indirect, and given 

back In the form of cash benefits and the provision of free or 

subsidised services. In general, households in the bottom half of the 

income distribution tend to be net gainers from the tax and benefit 

systems while those in the top half pay more in tax than they receive 

In benefits. Therefore, taken as a whole, government intervention 

leads to income being shared more equally between households. 

Table 2 summarises the overall effects. 

In this article, income before taxes and benefits is termed original 

income and includes income from earnings, occupational pensions 

and investments. The extent of inequality in this measure of income 

can be seen by looking at the proportion of total original income 

received by groups of households in different parts of the income 

distribution. At this stage, the richest fifth of households (those In 

the top quintile group) receive 50 per cent of all original income (Table 

2). This compares with only 2 per cent for households In the bottom 

fifth. Figure 3 shows a breakdown of gross income by qulntiles. 

Adding cash benefits to original income produces gross income. In 

contrast to original income, the amount received from cash benefits 

TABLE 2: Percentage shares of household income and Gini 
coefficients!, 200G-01 

Percentage shares of equlvalised income 

Original Gross Disposable Post-tax 
income income income income 

Quintile group2 
Bottom 2 7 7 6 
2nd 7 11 12 11 
3rd 15 16 16 16 
4th 25 23 23 22 
Top 50 44 42 44 

All households 100 100 100 100 

Decile group2 
Bottom 1 3 3 2 
Top 32 28 27 29 

Ginl coefficient 
(per cent) 51 38 35 39 

I This is a measure of il1e <f'ISIM!rsloo of each definition of fnoome (~ Appendix 2, paragraph 51). 
2 Households are ranked by equivallsed disposable lnoome. 

Figure 3 
Sources of gross income by quintlle groups 
of equlvallsed disposable income, 20()()...-01 

Average per household (£ per year) 

Cash benefits 
Investment income' 
Earned Income ~ 

Bottom 2nd 3rd 41h Top Overall 
Ouinllle groups 

1 Investment income Includes occupational pensions and annuities. 
2 Earned ill<Xlme includes wages and salanes, income from sett-employment and 

income from 'fringe benei11S". 

is higher for households lower down the income distribution than for 

those at the top. This has an equalising effect on the distribution. 11 

raises the share of Income received by the bottom quintile group to 

7 per cent of gross income while the share of the top fifth Is reduced 

to 44 per cent. 

The tax system has a much smaller effect on income inequality. The 

shares of income for disposable income (that is after direct taxes) 

and post-tax income (after indirect taxes) for each quintile group are 

similar to those for gross income. The direct tax system has a small 

equalising effect while the indirect system reverses this. 

Tables 3, 14 and 14A show the effect of direct and indirect tax on 

each quintile and decile group in more detail. Households at the 

lower end of the income distribution pay smaller amounts of direct 

tax compared with households with higher incomes. Of the total 

income tax paid by all households, the bottom two quintile groups 

pay about 7 per cent. This compares with 79 per cent of the total 

paid by the top two fifths. 

In addition, low income households also pay a smaller proportion of 

their income in income tax. This is due to the progressive nature of 

the income tax system. As a proportion of their gross incomes, 

households in the bottom quintile group typically pay 4 per cent In 

income tax compared with 18 per cent for those in the top quintile 

group. 

For national insurance contributions, the amount paid as a proportion 

of gross income rises as income rises until the fourth quintile group. 

The proportion then falls for the top fifth. This is because national 



TABLE 3: Taxes as a percentage of gross income, disposable income and expenditure for ALL households by quintile group!, 200o-o1 
(a) Direct and indirect taxes as a percentage of gross income 
(b) Indirect taxes as a percentage of disposable income 
(c) Indirect taxes as a percentage of expenditure2 

Quintile groups of ALL households2 

All 
Bottom 2nd 3rd 4th Top households 

ja) Percentages of gross income 

Direct taxes 
Income tax 3.6 7.3 10.9 13.9 17.7 13.7 
Employees' NIC 1.4 2.6 4.2 4.9 3.8 3.8 
Local taxes 6.6 4.7 3.7 2.9 1.9 3.0 

All direct taxes 11.6 14.6 18.7 21.7 23.4 20.5 

Indirect taxes 
VAT 11.3 8.6 7.7 6.9 5.3 6.8 
Duty on alcohol 1.4 1.0 1.0 0.9 0.7 0.9 
Duty on tobacco 3.3 2.0 1.4 0.9 0.4 1.1 
Duty on hydrocarbon oils & Vehicle excise duty 3.3 2.6 2.6 2.3 1.5 2.1 
Other indirect taxes 10.2 7.5 6.4 5.5 4.1 5.6 

All indirect taxes 29.5 21.8 19.1 16.5 12.1 16.4 

All taxes 41.2 36.4 37.8 38.2 35.5 37.0 

jb) Percentages of disposable Income 

VAT 12.8 10.1 9.5 8.8 6.9 8.6 
Duty on alcohol 1.6 1.2 1.3 1.2 0.9 1.1 
Duty on tobacco 3.7 2.4 1.8 1.1 0.6 1.3 
Duty on hydrocarbon oils and Vehicle excise duty 3.7 3.1 3.2 3.0 2.0 2.7 
Other indirect taxes 11.6 8.8 7.8 7.0 5.3 7.0 

All indirect taxes 33.4 25.5 23.6 21.1 15.7 20.7 

(c) Percentages of expenditure2 

VAT 8.3 8.4 8.2 8.0 7.3 7.9 
Duty on alcohol 1.0 1.0 1.1 1.1 0.9 1.0 
Duty on tobacco 2.4 2.0 1.5 1.0 0.6 1.2 
Duty on hydrocarbon oils and Vehicle excise duty 2.4 2.5 2.7 2.7 2.1 2.5 
Other indirect taxes 7.5 7.3 6.7 6.4 5.7 6.4 

All indirect taxes 21.6 21.2 20.3 19.1 16.6 18.9 

1 ~ate ranked by~ dsposable n:ome. 
2 CaictAaled to be consfslent with (jsposable rncome. See paragra~ 34 oi.Apperdx 21or lhe definition of expenclture 



insurance contributions are only levied on the first £535 of weekly 

earnings in 200G-01, so part of the earnings of many of those in the 

top qulntlle group will not be subject to this deduction. 

Local taxes mainly consist of council tax in Great Britain and domestic 

rates in Northern Ireland and are shown net of council tax benefits 

and rates rebates in Table 3. Households in the lower part of the 

income distribution pay smaller absolute amounts in local taxes. Net 

payments by the bottom quintile group are typically around half of 

those in the top fifth. On the other hand, when expressed as a 

proportion of gross Income, the burden decreases as income rises. 

Local taxes represent 7 per cent of gross income for the bottom fifth 

but 2 per cent for those in the top quintile group. 

Indirect taxes 

The amount of indirect tax that each household pays is estimated 

from its expenditure recorded in the FES. However, the income and 

expenditure data recorded in the FES are not fu lly compatible 

because they are recorded in different ways (see Appendix 2, 

paragraph 6). Indeed, measured expenditure exceeds measured 

Income In the lower half of the distribution. There are a number of 

possible explanations for this. Some households with low incomes 

may draw on their savings or borrow in order to finance their 

expenditure. In these cases, expenditure taxes are not being met 

from current income. Some types of receipts are not included as 

income in the FES, e.g. inheritance, severance payments and 

receipts from building society demutualisations. For a minority of 

households, the FES may be measuring incomes inaccurately. 

payments rising broadly in line with expenditure. However, the top 

fifth still pay a smaller proportion of their expenditure in indirect 

taxation whichever measure is used. 

Another way of looking at how taxes and benefits change inequality 

is to calculate Gini coefficients - a widely used summary measure 

of inequality (see Appendix 2, paragraph 51). 11 can take values 

from 0 to 100 per cent where a value of zero would indicate that 

each household had an equal share of income, while higher values 

indicate greater inequality. 

The Gini coefficients (as shown in Tables 2 and 27) produce a similar 

picture to the shares of income discussed earlier. For 2000-01 , the 

figure of 51 per cent for original income is reduced to 38 per cent for 

gross income by the inclusion of cash benefits-a large reduction in 

inequality. The coefficient for disposable income shows the equalising 

effect of direct taxes with the figure falling further to 35 per cent. The 

picture of indirect taxes reversing this effect is confirmed by the Gini 

coefficient rising to 39 per cent for post-tax income. The Gini 

coefficients for original income and post-tax income show a marginal 

fall in 200o-o1 compared to that in 1999-2000 while those for gross 

income and disposable income are broadly unchanged. All 

comparisons are subject to the earlier reference to the potential effect 

of the discrepancy between income and expenditure in the lower 

half of the income distribution. Estimates of sampling variability for 

the estimates shown in Figure 5 suggest that the trend of small rises 

in the late 1990s in the coefficients for gross, disposable and post

tax income is flattening out. 

Therefore, to give a more complete picture of the impact of indirect Characteristics of households 
taxes, they are shown in Table 3 as a proportion of gross and 

disposable income and, separately, as a proportion of expenditure. Different types of household are not spread evenly throughout the 

In addition, direct taxes are also shown as a proportion of gross income distribution. Information about the characteristics of 

income so that the impact of direct and indirect taxes can be households in the different income groups is shown in Table 4 with 

compared. more detail in Tables 15 and 15A. 

In cash terms, the top fifth of households pay around two and three Household size does not vary much across the income distribution, 

quarters as much indirect tax as the bottom fifth. However, when with an average of between 2.2 and 2.5 people per household in 

expressed as a percentage of disposable income or expenditure, each decile group. There are differences in the split between adults 

the proportion paid in indirect tax tends to be lower for households and children. In particular there are more children in the lower half 

at the top of the distribution compared to those lower down. of the income distribution. The bottom decile group has more than 

When expressed as a proportion of disposable income, as shown in 

Table 3, the impact of indirect taxes declines sharply as income 

rises. This is because those in higher income groups tend to channel 

a larger proportion of their income into savings and mortgage 

payments, which do not attract indirect taxes. Indirect taxes appear 

less regressive when expressed as a proportion of expenditure, with 

twice as many children as the top group. The pattern for the numbers 

of men and women also varies across income groups. The number 

of women is fairly constant while households in the higher income 

groups tend to have more men than the lower groups. Higher income 

groups also contain more economically active people. The top fifth 

of households has three times as many economically active people 

compared to the bottom fifth. 



TABLE 4: Summary of the effects of taxes and benefits by quintile groups on ALL households', 2000-01 

Quintile groups of ALL households' Ratio 
All Top/Bottom 

Bottom 2nd 3rd 4th Top households quintile 

Income, taxes and benefits per household 
(£ per year) 2 

Original income 3090 8820 18 570 29950 55 740 23 230 18 
plus cash benefits 5330 5470 3 520 2 050 1110 3 490 0 

Gross income 8420 14 290 22080 32000 56850 26 730 7 
less direct taxes' and employees' NIC 980 2090 4130 6930 13300 5490 14 

Disposable income 7 440 12 200 17 960 25060 43550 21240 6 

less indirect taxes 2 470 3100 4 220 5 290 6 850 4 390 3 
Post-tax income 4 970 9100 13 730 19no 36690 16 850 7 

plus benefits in kind 4 700 4 080 3 730 3090 2390 3600 1 
Final income 9670 13190 17 460 22870 39080 20460 4 

Number of individuals per household 

Childrenl 0.7 0.6 0.6 0.5 0.3 0.5 
Adults 1.6 1.8 1.9 2.0 1.9 1.8 

Men 0.7 0.8 0.9 1.0 1.0 0.9 
Women 0.9 1.0 1.0 1.0 0.9 0.9 

People 2.3 2.3 2.5 2.4 2.2 2.4 

People in full-time education 0.7 0.5 0.6 0.4 0.3 0.5 
Economically active people 0.5 0.8 1.3 1.6 1.6 1.2 
Retired people 0.6 0.6 0.4 0.3 0.2 0.4 

Household type (percentages) 

Retired 42 40 25 13 8 26 

Non-retired 
1 adult 14 12 14 18 23 16 
2 adults 9 13 18 27 37 21 
1 adult with chlldren5 11 7 5 2 1 5 
2 adults with children 16 18 24 22 18 20 
3 or more adults5 9 11 14 17 12 13 

All household types 100 100 100 100 100 100 

1 Households are ranked by equivallsed disposable lnoome. 
2 Alllhe 1ables i1 Pallia lhis article show uneqtivallsed Income. E~allsed ilcome has «*f been used illhe ranking process to ptoduoe lhe quintile groups (end 10 p1oduoe the percen1age shares and Glri coefflcienls). 
3 These are Q:ome lax (v.i1ch Is after lax relief a1 soun:e oo ile assurance prerrbns) ard council lax. domestic rates and water cllarges bot aller delb:ing ciscclns. eouncillax benefits and rale rebates. 
4 C1tien are detl1ed as people aged under 16 or aged belween 16 end 18, tmamed end mceivlng non-advar.ced 1urt11er e<Wtion. 
5 This group is smallellhan lhe category of 'ooe parenl famtlies' because some ollhese families will be cOI\Iained in lhe larger hrusehold types. 
6 W~h or YMtiout children. 
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Non-retired households with one adult and one or more children are 

concentrated in the lower groups. Around 70 per cent of these 

households are in the bottom two quintile groups. This group makes 

up the majority of lone-parent families. However, some lone parents 

will be part of larger households and will be included in other 

household types. For two adult households with children, the position 

in the income distribution tends to vary according to the number of 

children. Those with three or more children tend to be in lower groups 

than those with only one or two. This reflects the fact that households 

with three or more children are less likely to have two economically 

active adults compared to those with fewer children. In addition, as 

shown in Table 15A, households with higher numbers of children 

will tend to have higher needs than smaller households. As the 

ranking of households is based on income adjusted for the needs of 

the household (i.e. equivalised income, adjusted for household size 

and composition) this increases the chance that households with 

three or more children will be found in the lower part of the income 

distribution. Where there are no children In the household, non-retired 

two adult households tend to be found in the higher income groups. 

Retired households are over-represented at the lower end of the 

distribution. Nearly two thirds are in the bottom two fifths. This over

representation is higher for one adult retired households than those 

with two or more adults. In addition, those with one retired woman 

are more concentrated towards the bottom compared to those with 

one retired man. 

Stages of redistribution 

Details of the amounts which households in each quintile group 

receive from the various measures of income are shown in Table 4, 

with more detailed information for decile groups in Table 14 and 

quintile groups in Table 14A. 

On average, households receive about £23,200 a year in original 

income but this varies widely between households. Those in the top 

quintile group have around £55,700 compared with £3,100 for the 

bottom fifth. This pattern is driven by differences in the numbers of 

economically active people and the employment status of the chief 

economic supporter between the groups. For example, as shown in 

Tables 15 and 15A, almost nine in ten adults In the top qulntile group 

are economically active compared with only one in three of those in 

the lowest. The chief economic supporters in the top fifth are 

predominantly full-time employees or self-employed. Those in the 

bottom fifth are more likely to work part time or be unemployed or 

economically inactive. Those in the higher deciles tend to have better 

paid jobs as well as being more likely to be economically active. 

Earnings from employment or self-employment are typically the most 

important source of income, making up three quarters of gross 

income on average. The proportion accounted for by earnings from 

self-employment has tended to increase in recent years and such 

earnings are more volatile. Cash benefits are also a significant 

source, particularly for households in the lower half of the distribution. 

Of the total amount of cash benefits paid, the bottom two quintile 

groups receive more than 60 per cent. These households typically 

receive around £5,400 from cash benefits, representing 

approximately two thirds of gross Income for the bottom quintile group 

and two fifths for the next group (Figure 3). 

Higher income groups pay both higher amounts of direct tax and 

higher proportions of their income in direct tax (Tables 4, 14 and 

14A). The top quintile group pays about £13,300 per household In 

income tax, national insurance contributions and local tax- 23 per 

cent of gross Income. In contrast the direct tax bill for households in 

the bottom fifth is around £1 ,000, representing 12 per cent of their 

gross income. Looking at income tax on its own, the top two quintile 

groups pay around 80 per cent of the total. 

In contrast to benefits and direct taxes, the indirect tax system has a 

different effect. Households with higher incomes still pay more in 

absolute terms but not as a proportion of their incomes. This means 

that indirect taxes tend to increase income inequality. 

The final stage in the redistribution process is the addition of benefits 

in kind, such as those from state education and the health service. 

Households in the bottom quintile group receive the equivalent of 

around £4,700 from these benefits, which is twice the amount 

received by the top fifth (see Figure 4). 

Figure 4 
Summary of the effects of taxes and benefits 
on ALL households, 20Q0-01 

Average per household (£ per year) 

Benefits '" kind 
Cash bonofils 
Indirect taxes 
Dlroct taxes 

Bottom 2nd 3rd 4th Top Overall 
Qulntlle groups' 

1 Households are ranked throughout by their grossed equivalised dtsposable incomes. 



Taken as a whole, the tax and benefit systems redistribute income 

from high income households to those on low incomes. The average 

final income for the qulntlle groups ranges from £9,700 to £39,100, 

a ratio of one to four compared to a ratio of one to 18 before 

government intervention. 

Changes in inequality over time 

There are many ways of measuring income inequality. Different 

measures may show different trends depending on whether they 

are particularly sensitive to changes in one part of the distribution. 

Calculation of several measures of inequality allows us to see 

whether a particular trend is peculiar to one particular measure or 

backed up by others. Tables 26 and 27 (at the end of Appendix 1) 

show trends for three measures of inequality. Table 26 shows trends 

for the shares of income figures that have already been seen for 

2000-01 earlier in this article. Table 27 contains time series for Gini 

coefficients and another concept: using the ratio of the incomes at 

two points in the distribution. Two such measures are calculated: 

the ratio of the disposable income at the 901
h percentile compared to 

the 10111 (P90/P10); and the ratio of the 75111 percenti le to the 25111 

(P75/P25). (The 90111 percentile is the income below which nine out 

of ten households lie.) An advantage of this measure is that it is not 

affected by extreme values at either end of the distribution, which 

may be Inaccurately measured. 

Figure 5 
Gini coefficients 1978 to 200Q-01 

Percentage 

40 

----------- ..----
Equlvnllsad disposable Income 

1978 1980 1982 1984 1986 1988 

Figure 5 shows how inequality has been changing over time since 

1978 for the various measures of income as measured by the Gini 

coefficient. it Indicates several distinct phases over the last two 

decades and shows that the different measures of income do not 

always show the same trend in inequality. 

The 1980s were characterised by a large increase in inequality. The 

Gini coefficient for original income rose steadily throughout this 

period. However, the pattern for the coefficient for disposable income 

is slightly different: for the first half of the decade inequality of 

disposable income was stable; this was then followed by six years 

which saw a rapid rise In Inequality. 

The figures for the 1990s show a different story. Inequality of original 

income was relatively stable for the first two years, and then showed 

a small rise up to 1993-94. Since then the coefficient has again 

remained fairly stable. In contrast, inequality of disposable income 

reduced slowly until the mid 1990s, although the fall only reversed a 

small part of the rise seen in the previous decade. Data for the latest 

years show that, in the late 1990s, inequality of disposable income 

has risen slightly once again but it was flattening off by the end of 

the period. Inequality of post-tax income has tended to follow a similar 

pattern. 

Equlvalised post·lll)( lnoomo 

--------- .... ----- .. ----
--------- ,------------_,., 

1990 1992 1993·94 1995·96 1997·98 1999·00 2000.01 
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As with all measures derived from sample surveys, the Gini 

coefficients are subject to sampling errors. To give an indication as 

to whether the estimated changes in inequality are real changes or 

simply the result of sampling variation, we have calculated confidence 

intervals for the coefficients in Figure 5 using software developed at 

the London School of Economics.2 These show that, in most cases, 

the year -on-year changes are within the bounds of sampling variation. 

An exception to this is the period from 1986 to 1988 when the 

increases are large enough to say that inequality of disposable 

income rose in each successive year. However, when we look at 

changes over periods of more than one year there are many more 

periods which cannot be explained by variation introduced by the 

sampling process. The confidence intervals confirm that the trends 

described in the paragraphs above are, in fact, longer term changes 

in inequality. 

Figures produced by the alternative measures of inequality shown 

in Tables 26 and 27 tell the same story as the Gini coefficient: one of 

increasing inequality of disposable income in the 1980s, particularty 

in the second half of the decade; a small decline in the early 1990s; 

then a small rise but flattening off by the end of the period. 

Changes in income distribution over time have been the focus of 

much study. The OEC03 has commissioned a number of studies 

The most prominent reasons given are globalisation of trade pushing 

down some wages, recent technological changes having a bias 

against unskilled workers, and other developments concerning the 

deregulation of labour and product markets. 

Other explanations for trends in recent years offered by, for example, 

the Institute for Fiscal Studies• (IFS) include the effect of wage growth 

in some areas, the change in the importance of self-employment 

income and change in the level of unemployment and the type of 

people affected. There has been a movement from full time male 

employment to unemployment or inactivity particularly for older men 

in less skilled occupations. On the other hand, female employment, 

particularly part time, has increased. Like previous work, the IFS 

study looked at a limited set of factors, particularly concentrating on 

the role of the labour market. Self-employment income was found to 

be much more unequally distributed among the self-employed than 

earnings are among employees. For this reason, we might expect 

any growth in the importance of this source to increase total 

inequality. Indeed, the IFS found that the trend in self-employment 

income as a proportion of total income does mirror the trend in 

inequality: this source made up 6 per cent of income in 1979, rose to 

a peak of 12 per cent in 1990, fell to 8 per cent In 1994-95 and 

recovered to 11 per cent by the end of the period. 

into this, and has identified a number of reasons for possible shifts, RESULTS FOR NON-RETIRED HOUSEHOLDS 

in particular the widening of the income distribution during the 1980s. 

Overall effect 

TABLE 5: Percentage shares of household income and Gin I As for all households, the tax and benefit systems lead to income 
coefflcients1 for NON-RETIRED households, 20()(H)1 being shared more equally between non-retired households. Before 

Percentage shares of equivalised income government intervention, original income Is shared more equally 

for NON-RETIRED households between non-retired households than for all households. After the 

Original Gross Disposable Post-tax process of redistribution, the shares of income and Gini coefficients 
income income Income income for post-tax income are the same as those for all households (Table 

Quintile group2 5). The redistribution effect is therefore smaller for non-retired 
Bono m 3 6 7 6 

households than for all households. A summary of the effects of taxes 2nd 10 11 12 11 
3rd 17 17 17 16 and benefits on non-retired households is shown in Table 6, with more 
4th 24 23 23 23 detail in Tables 16 and 16A. 
Top 46 42 41 44 

All non-retired Characteristics of households 

households 100 100 100 100 
Unlike all households, the average household size tends to decrease 

Decile group2 as income increases, as shown In Table 17. This fall is more than 
Bottom 1 2 3 2 accounted for by the decrease in the average number of children in 
Top 29 27 26 28 

each household from 1.1 in the bottom quintile group to 0.4 in the top. 

Gini coefficient 
(percent) 44 36 34 39 Other patterns are similar to those for all households. One adult 

households with children are concentrated at the bottom of the 
1 This Is a m~re of the dispersion of each detflitioo ollncome (see Appendix 2, ~aph 51) 

rtictrih1 rtinn u1ith A'l "'"" """'• ,..f fh"'"'" ...... . .... Ah ... l..l- !- •'-- ~ .. u-- ~:LlJ... 2 Hcusehclds are ralted bv eQ\ivalsed cboosable ilcome. 



TABLE 6: Summary of the effects of taxes and benefits on NON-RETIRED households by quintile groups', 200o-o1 

Quintile groups of NON-RETIRED households' All Ratio 
non-retired Top/Bottom 

Bottom 2nd 3rd 4th Top households quintile 

Income, taxes and benefits per household 
(£ per year) ~ 

Original income 5350 15 850 25490 35 630 61750 28 810 12 
plus cash benefits 5 200 3930 1 630 1190 740 2540 0 

Gross income 10 550 19 780 27 130 36 810 62 480 31350 6 
less direct taxes2 and employees' NIC 1320 3530 5 730 8 390 14 780 6750 11 

Disposable income 9 230 16 250 21390 28420 47 710 24600 5 

less indirect taxes 3140 4 220 4 990 5 830 7190 5070 2 
Post-tax income 6090 12030 16 410 22 590 40510 19 530 7 

plus benefits in kind 5300 4390 3390 2950 2 290 3660 0 
Final income 11390 16430 19 800 25 540 42 800 23190 4 

Number of Individuals per household 

Childre~ 1.1 0.9 0.7 0.5 0.4 0.7 
Adults 1.8 .2.0 2.0 2.0 1.9 1.9 

Men 0.9 1.0 1.0 1.1 1.0 1.0 
Women 0.9 1.0 1.0 1.0 0.9 1.0 

People 2.9 2.9 2.7 2.5 2.3 2.6 

People in full-time education 1.1 0.8 0.6 0.5 0.3 0.7 
Economically active people 0.9 1.5 1.8 1.9 1.7 1.6 
Retired people 0.1 0.1 0.1 0.1 0.0 0.1 

1 House)lolds are ranked tty equivallsed dlsposa))le income, 
2 These are Income tax (111llcllls aller tax relief at sooroe on life assurance premiums) and council tax, domestic rates and water charges but after deducting discounts, council tax benefa and rate rebates. 
3 Children are defined as people aged under 16 or aged between 16 and 18, unmarried and receiving non-advanced further education. 

and a further 26 per cent in the second quintile group (Table 22). Two 

adult households with three or more children are also concentrated 

towards the bottom although not to the same extent. Two adult 

households without children are over-represented at the top. 

For single person households, there are different patterns for men 

and women. Households containing only one man are over· 

represented in the top quintile of the distribution. One woman 

households are more evenly spread throughout the income groups. 

Original income 

The average original income for non-retired households is nearly 

£29,000 (Table 6). As mentioned above, inequality of original income 

is lower for non-retired households than for all households. The ratio 

of the average for the bottom quintile group to the top is one to 12 

(compared to one to 18 for all households). 

The original income of households shows a relatively strong 

relationship to the number of economically active people it contains. 

Households in the top three quintile groups typically contain nearly 

twice as many economically active people as those in the lowest group. 

Cash benefits 

Table 7 gives a summary of the benefits that each quintile group 

receives. There are two types of cash benefits: contributory benefits 

which are paid from the National Insurance Fund (to which individuals 

and their employers make contributions while working) and non

contributory benefits. For non-retired households, non-contributory 

benefits (including Working Families Tax Credit) make up almost 

three quarters of all cash benefits. 

The average non-retired household receives £2,500 in cash benefits. 

The bottom fifth receive double this amount while those in the top 

quintile group typically get £700. However, the patterns for 

contributory and non-contributory benefits are different. 



Most non-contributory benefits, particularly income support and 

housing benefit, are income related and so payments are 

concentrated in the two lowest quintile groups. The presence of some 

individuals with low incomes in high income households means that 

some payments are recorded further up the income distribution. 

Nearly two thirds of income support and housing benefit paid to non

retired households goes to households in the bottom fifth of the 

distribution. Child benefit payments and Working Families Tax Credits 

(WFTC) are based on the number of children in the household. 

Payments of child benefit are higher at the lower end of the 

In contrast, one criterion for receipt of contributory benefits is the 

amount of national insurance contributions that has been paid by, or 

on behalf of, the individual. The amounts received from these benefits 

are highest in the second quintile group. 

For all non-retired households, cash benefits provide 8 per cent of 

gross income on average. For those in the bottom quintile group 

they form a much larger proportion - 49 per cent. Their payment 

results in a significant reduction In income inequality. 

distribution, as these households tend to have more children. Direct taxes 

Payments of WFTC are high partly for that reason but, to a greater 

extent, because the amount paid is higher the lower the income of 

the household. 

TABLE 7: Cash benefits for NON-RETIRED households by quintile 

Households at the lower end of the income distribution pay smaller 

amounts of direct tax compared with households with higher incomes 

(Tables 16 and 16A). Of the total income tax paid by non-retired 

households, the bottom two quintile groups pay about 11 per cent. 

This compares with 7 4 per cent of the total paid by the top two fifths. 

group!, 2000-01 In addition, low income households also pay a smaller proportion of 

Quintile groups of NON-RETIRED 
households 1 

All non· 
retired 
house-

Bottom 2nd 3rd 4th Top holds 

Average per household 
(£per year) 

Contributory 
Retirement pension 200 
Incapacity benefit 560 
Job seeker's allowance2 100 
Other 70 

480 
600 
40 

110 

260 
180 
20 

120 

300 250 
120 30 
10 10 
60 100 

300 
300 
30 
90 

their income in income tax (Table 8). This Is due to the progressive 

nature of the income tax system. As a proportion of their gross 

incomes, households in the bottom quintile group typically pay 5 per 

cent in income tax compared with 18 per cent for those in the top 

quintile group. 

For national insurance contributions, the amount paid as a proportion 

of gross income rises as income rises until the fourth quintile group; 

the proportion then falls for the top fifth. This is because national 

TABLE 8: Taxes as a percentage of gross income for NON-RETIRED 
Total contributory 920 1 230 580 480 380 720 households by quintile group1, 2000-01 

Non-contributory 
Income support 1 370 
Working Families 

Tax Credit 320 
Child benefit 720 
Housing benefit 1 050 
Job seeker's allowance3 280 
Sickness/disablement 

related 390 
Other 160 

560 

260 
580 
480 
60 

650 
110 

80 

100 
460 

90 
20 

240 
60 

50 10 

20 0 
350 240 

30 0 
0 0 

130 40 
120 50 

410 

140 
470 
330 
70 

290 
100 

Total non-contributory 4 280 2 700 1 050 700 350 1 820 

T olal cash benefits 5 200 3 930 1 630 1190 740 2 540 

Cash benefits as a percentage 

Percentages 
Direct taxes 

Income tax2 

Employees' NIC 
Local taxes3 

All direct taxes 

All indirect taxes 

Quintile groups of NON-RETIRED 
households 1 

All non· 
retired 

----------- house· 

Bottom 2nd 3rd 4th Top holds 

5.1 9.9 12.7 14.9 18.1 14.5 
2.5 4.2 5.3 5.4 3.8 4.4 
4.9 3.8 3.2 2.5 1.7 2.6 

12.5 17.8 21 .1 22.8 23.7 21.5 

29.8 21 .3 18.4 15.8 11.5 16.2 

of gross income 49 20 6 3 B All taxes 42.3 39.1 39.5 38.6 35.2 37.7 

1 Hooseholds are ranked by equlvallsed disposable income. 
2 Cootributioo based 
3 ii1CQI11e based. 

1 Hooseholds are ranked by eq~~ivalised disposable Income. 
2 Alter tax relief at sooroe oolrle assurance premiums. 
3 Cooncll tax, domestic rate5 and water charges. a her ooductilig discounts, council tax beMfrt ar.d mta 



insurance contributions are only levied on the first £535 of weekly from current income. Some types of receipts are not Included as 

earnings in 200o-o1, so part of the earnings of many of those In the income in the FES, e.g. Inheritance, severance payments, receipts 

top quintile group will not be subject to this deduction. from building society demutualisations. For a minority of households, 

Local taxes mainly consist of council tax in Great Britain and domestic 

rates in Northern Ireland and are shown net of council tax benefits 

and rates rebates in Table 8. Households in the lower part of the 

Income distribution pay smaller absolute amounts In local taxes. Net 

payments by the bottom quintile group are typically less than half of 

those in the top fifth (Table 16A). When expressed as a proportion 

of gross Income, the impact decreases as income rises. Local taxes 

represent 5 per cent of gross income for the bottom fifth but less 

than 2 per cent for those in the top quintile group. 

Indirect taxes 

The amount of indirect tax that each household pays is estimated 

the FES may be measuring incomes inaccurately. Therefore, to give 

a more complete picture of the impact of indirect taxes, they are 

shown in Table 9 as a proportion of total income and, separately, as 

a proportion of expenditure. In addition, indirect taxes are also shown 

as a proportion of gross income in Table 8 so that the impact of 

direct and indirect taxes can be compared. 

In cash terms, the top fifth of non-retired households pay nearly two 

and a half times as much indirect tax as the bottom fifth (Table 16A). 

On the other hand, when expressed as a percentage of disposable 

Income or expenditure (Table 9), the proportion paid In indirect tax 

tends to be lower for households at the top of the distribution 

compared to those lower down. 

from its expenditure recorded in the FES. However, the income and When expressed as a proportion of disposable income, the impact 

expenditure data recorded in the FES are not fully compatible of indirect taxes declines sharply as income rises. This is because 

because they are recorded In different ways (see Appendix 2, those in higher income groups tend to channel a larger proportion of 

paragraph 6). Indeed, measured expenditure exceeds measured their income into savings and mortgage payments. These do not 

income in the lower half of the distribution. There are a number of attract indirect taxes. Indirect taxes appear less regressive when 

possible explanations for this. Some households with low incomes expressed as a proportion of expenditure, with payments rising 

may draw on their savings or borrow in order to finance their broadly in line with expenditure. However, the top fifth still pay a 

expenditure. In these cases, expenditure taxes are not being met smaller proportion of their expenditure in indirect taxation. In 

TABLE 9: Indirect taxes as a percentage of (a) disposable income and {b) household expenditure2 for NON-RETIRED households by 
quintile group', 2000-01 

Quintile groups of NON-RETIRED households' All 
non-retired 

BoHom 2nd 3rd 4th Top households 

(a) Percentages of disposable Income 
VAT 13.2 10.2 9.5 8.6 6.7 8.6 
Duty on alcohol 1.7 1.3 1.3 1.2 0.8 1.1 
Duty on tobacco 4.1 2.5 1.5 1.1 0.5 1.4 
Duty on hydrocarbon oils and Vehicle excise duty 3.8 3.4 3.4 2.9 1.9 2.7 
Other indirect taxes 11.2 8.5 7.7 6.7 5.1 6.9 

All indirect taxes 34.1 25.9 23.3 20.5 15.1 20.6 

(b) Percentages of expenditure2 

VAT 8.5 8.3 8.0 7.9 7.2 7.8 
Duty on alcohol 1.1 1.0 u 1.1 0.9 1.0 
Duty on tobacco 2.6 2.0 1.3 1.0 0.6 1.2 
Duty on hydrocarbon oils and Vehicle excise duty 2.4 2.7 2.8 2.7 2.1 2.5 
Other indirect taxes 7.2 6.9 6.5 6.2 5.5 6.2 

All indirect taxes 21.8 21.0 19.7 18.9 16.2 18.8 

' Hooseholds m ranlied by eqivalised tispo5able ilcoole. 
2 Calwfaled to be OlOSistant w.ith lf1Sp053~ lllCOOle. See parag10~ 34 of Apperdx 21o1111e delirilxln of experdture. 



particular, the burden of tobacco duty is much heavier on households 

in the lower halt of the distribution. 

Benefits in kind 

The Government provides certain goods and services to households 

either free at the time of use or at subsidised prices. This study 

allocates these benefits in kind to individual households in order to 

arrive at final income. The Imputed value of these benefits is based 

on the estimated cost of providing them. The largest two items for 

which such imputations are made are health and education services. 

The year 2000 expenditure on these that is allocated in this analysis 

is equivalent to around 26 per cent of total general government 

expenditure, as shown in Table 13. Other items for which imputations 

are made are free school meals, welfare milk, housing subsidy and 

travel subsidies. These items are equivalent to a further 1 per cent 

of general government expenditure. Table 10 gives a summary of 

the value of these benefits for each quintile group. 

The benefit in kind from education is allocated to a household 

according to its members' use of state education (Appendix 2, 

paragraph 36). Households in the bottom quintile receive the highest 

benefit from education. This is due to the concentration of children 

in this part of the distribution. The impact of expenditure on free 

school meals and welfare foods is greatest in the lower Income 

groups, where children are more likely to have school meals provided 

free of charge. 

The benefit from the health service is estimated according to the 

age and sex of the household members rather than their actual use 

of the service, as the FES does not contain this information (Appendix 

2, paragraph 38). The imputed benefit is relatively high for young 

children, low in later childhood and through the adult years until it 
begins to rise from late middle age onwards. This benefit increases 

marginally from the bottom quintile to the second quintile then falls 

gradually as income rises. This pattern is a reflection of the 

demographic composition of households. A study by Sefton5 

attempted to allow for variations in use of the health service according 

to socio-economic characteristics and incomes. His results showed 

a picture that is broadly similar to that presented here. 

TABLE 10: Benefits in kind for NON-RETIRED households by quintile 
groupt, 200Q-01 

Quintile groups of NON-RETIRED All non· 
households 1 retired 

house-
Bottom 2nd 3rd 4th Top holds 

Average per household 
(£per year) 

Education 3140 2260 1580 1280 730 1800 
National health service 1900 2000 1 720 1600 1480 1740 
Housing subsidy 100 50 30 10 10 40 
Travel subsidies 40 40 50 50 70 50 
School meals and 

welfare milk 130 30 10 0 0 30 

All benefits in kind 5 300 4 390 3390 2950 2290 3660 

Benefits in kind as a 
percentage of post-tax 
Income 87 37 21 13 6 19 

1 Households are ranked by equlvallsed disposable lnoome. 

to the number of economically active people in a household. This 

results in these subsidies increasing as income increases. This 

pattern is also due to London and the South East having high levels 

of commuting by public transport together with higher than average 

household incomes. 

Taken together, the absolute value of these benefits in kind declines 

as household income increases. The ratio of benefits in kind to post

tax income decreases from 87 per cent for the lowest quintile group 

to 6 per cent for the highest, as shown in Table 10. This indicates 

that these benefits contribute to the reduction in inequality. 

Figure 6 
Income stages by NON-RETIRED household 
types, 2000-01 

Average Income (£per year) 
45,000 

40,000 

30,000 

The housing subsidy, which excludes housing benefit (see Appendix 2s.ooo 

2, paragraph 39), is spread between public sector tenants. Since 

such households tend to be concentrated In the lower half of the 

income distribution, this is where the imputed benefit is highest. 

Travel subsidies cover the support payments made to bus and train 

operating companies. The use of public transport by non-retired 

households is partly related to the need to travel to work and therefore 
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20,000 

15,000 

10,000 

.,----...:····· 
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1 With or without children. 



The effects of taxes and benefits by household type 

The tax and benefit systems affect different types of household in 

different ways reflecting, in part, the number and ages of people 

within each household type. Of the types of non-retired households 

shown in Figure 6, only those containing one adult and children are 

net gainers, with average final Incomes of £15,400 compared to 

original incomes of £8,500. Table 23 has a more detailed breakdown 

that shows that households with two adults and three or more children 

are also net beneficiaries but to a smaller extent. 

Original income is strongly related to the number of adults in the 

household. For two adult households, those with children have similar 

levels of original income to those without, but receive more cash 

benefits than those without. This is a change from the previous year, 

when the effect of cash benefits was broadly similar for both groups. 

lt could reflect in part the full year effect of the introduction of Working 

Families Tax Credit. The effect of taxes is broadly similar for both 

groups. Final incomes are higher for those with children due to the 

imputed benefit in kind from education. 

For one adult households, original income is much lower for those 

with children as the adult is less likely to be economically active. 

Benefits, both in cash and in kind, are significantly higher for those 

with children. 

TABLE 11: Percentage shares of household income and Gini 
coefflcients1 for RETIRED households, 200G-01 

Percentage shares of equivalised 
income for RETIRED households2 

Original Gross Disposable Post-tax 
Income income income income 

Quintile group2 

Bottom 3 9 9 8 
2nd 6 13 14 13 
3rd 11 16 17 17 
4th 20 21 22 22 
Top 60 40 39 40 

All retired 
households 100 100 100 100 

Decile group2 
Bottom 1 4 4 3 
Top 43 26 24 25 

Ginl coefficient 
(percent) 65 31 29 33 

1 This is a measure cl the <ispersloo ol each dehnlbOO ot Income (see Append"rx2, paragraph 51). 
2 Households are ranl\ed by equlvalised cisposabt& income. 

RESULTS FOR RETIRED HOUSEHOLDS 

In this analysis retired households are those where the income of 

retired household members accounts for more than half of the 

household gross income (see Appendix 2, paragraph 9 for the 

definition of a retired person). These households have quite distinct 

income and expenditure patterns. The tax and benefit systems affect 

them in different ways from non-retired households. 

There is a high degree of inequality in original income between 

households. Tables 11, 18 and 18A show that, before government 

intervention, the richest fifth of retired households receive three fifths 

of total original income, while the Glnl coefficient for this measure of 

income is 65 per cent. Both these measures are higher (showing 

more Inequality) than equivalent figures for non-retired households. 

After the impact of taxes and benefits there is a large reduction in 

inequality. Cash benefits play by far the largest part in bringing about 

this reduction. Income tax payments make a further, though much 

smaller, contribution. Payments of indirect taxes result in an increase 

in inequality. 

Overall, retired households receive an average of £7,000 in original 

income with most of this coming from occupational pensions and 

investments (Tables 12, 18 and 18A). Original income ranges from 

£1 ,000 for the bottom quintile group to £21 ,000 for the top. On the 

other hand, amounts received from cash benefits vary less across 

the distribution. On average households in the bottom fifth receive 

around £4,900 from this source, while those In the second to top 

quintile groups receive between £6,300 and £7,000. These cash 

benefits make up large proportions of the gross incomes for the 

bottom four quintiles ranging from 83 per cent for the bottom quintile 

group to 50 per cent for the fourth quintile group. The top fifth are 

much less dependent on cash benefits - these account for only 23 

per cent of their gross incomes. 

Most retired people will have made contributions to the National 

Insurance Fund throughout their working lives. The bulk of the 

benefits which retired households receive will be paid out of this 

fund in the fonm of contributory benefits. The most significant of these 

is the retirement pension, which accounts for almost three quarters 

of their cash benefits (Tables 12, 18 and 18A). 

Non-contributory benefits are lowest in the bottom quintile group, 

where three quarters of households own their homes outright and 

so receive little in the way of housing benefit. In addition, disability 

benefits sometimes make up a significant proportion of the income 

of a retired household and their receipt may push a household up 

the income distribution. This does not necessarily mean that 

households receiving disability benefits have a higher standard of 
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I TABLE 12: Summary of the effects of taxes and benefits on RETIRED households by quintile group1, 200o-o1 

Quintile groups of RETIRED households' 

111 

All retired 
Bottom 2nd 3rd 4th Top households 

Income, taxes and benefits per household 

11 

(£ per year) 2 

Original income 
Eamings 20 70 220 390 670 270 

1. 1 

Occupational pensions 700 1560 3 080 5 500 13 700 4 910 

I 
Investment income 280 340 520 1140 6 380 1 730 
Other income 20 40 110 70 210 90 

Total original income 1 020 2 010 3940 7100 20950 7010 

IJ 
plus Contributory benefits 4 310 4 990 4890 5030 4 990 4 840 

Non-contributory benefits 620 1 320 1900 1980 1340 1430 

Total cash benefits 4930 6 310 6790 7020 6340 6 280 

Gross income 5 960 8320 10730 14120 27290 13 280 

less Income tax2 80 160 430 930 3680 1 060 
Employees' NIC 0 0 10 20 30 10 
Local taxes3 650 610 680 740 1 010 740 

Disposable income 5230 7 540 9 610 12 430 22 560 11470 

less Indirect taxes 1530 1800 2 090 2 520 4000 2390 

Post-tax income 3700 5750 7 520 9910 18560 9090 

plus National health service 3500 3190 3260 3 220 3 060 3250 
Housing subsidy 40 60 70 50 20 50 
Other benefits in kind 190 130 90 90 100 120 

Final income 7 430 9120 10 940 13270 21 740 12 500 

Cash benefrts as a 
percentage of gross income 83 76 63 50 23 47 

Retirement pension as a 
percentage of cash benefits 86 76 71 70 77 75 

1 Households are ranked by oqulvalised OiSjlOSDble income. 
2 After laJt relief at source on life assvrat'ICI! premkJms. 
3 Cooncitax. local raleS and waw dlarges alter de<b:ling cfscotrlls. ccooc:i tax beneM and 1i11e$ rebates. 

living than those lower down the income distribution. The income households from travel subsidies are mainly for bus travel, particularly 

from these benefits may be offset by the additional costs that may in the form of concessionary fares and passes for senior citizens 

be incurred by the individual due to the illness or disability in question. and since these are not usually means-tested there is no particular 

I 
relationship with income. 

Retired households derive significant benefits from health services 

and, to a lesser extent, the housing subsidy and travel subsidies. Table 23 gives some details of the effect of taxes and benefits on 

I I 
Health benefit is spread fairly evenly between retired households different types of retired household. On average, both one adult 

whereas benefit from the housing subsidy is significantly higher for retired households and those with two or more adults are net gainers 

the second and third quintiles, since public sector tenants are from the tax and benefit systems. For one adult retired households 

concentrated in these groups. The benefits received by retired there are distinct differences in original income by gender. Men 



received twice the level of original income than that of women on 

average: £6,300 for men compared with £3,200 for women. This is 

a much higher proportion than in the previous year and may be 

volatile as a result of the small numbers of retired households in the 

sample containing only one man. After the addition of benefits and 

the deduction of taxes the differences are greatly reduced, so that 

final income levels for these men and women are similar. 

The author gratefully acknowledges the considerable work done for 

this study by Peter Acol, Daniel Annan, Paul Janvier, Peter Mayne 

and Zobia Saeed. 
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APPENDIX 1 

TABLE 13 (Appendix 1): Taxes and benefits allocated to households as a percentage of general government expenditure, 2000 

Taxes and compulsory social contributions' allocated to households Benefits allocated to households 

%ol %of 
£million GGE~ £million GGP 

Income tax (gross) 105700 29.5 Cash benefits 
Taxrellefs ·530 .{).1 

Income tax (net) 105170 29.4 
Contributory (Natlonallnsurance,etc) 

Retirement 39130 10.9 
lncapacily benefit 6710 1.9 

Employees' & sell-employed NI contributions 25950 7.2 Widows and guardians 980 0.3 
Council tax t3720 3.8 Maternity/Statutory maternity pay 680 0.2 

Unemployment/Job seekers allowance 440 0.1 
Social fund 1860 0.5 
Other 190 0.1 

Taxes on final goods and services 
VAT 43 150 12.1 Non-conl!ibutory 
Duty on hydrocarbon oils 11620 3.2 Income support 12 8$0 3.6 
Duty on lobaoco 7610 2.1 Working Families Tax Credit 3970 1.1 
Vehicle excise duty 3100 0.9 Other family benefits 8630 2.4 
Duty on wines,cider,perry and spirits 3560 1.0 War pensions 1210 0.3 
Duty on beer 2 690 0.8 Other 16000 4.5 
Belling duties 1480 0.4 
Camelot: payments to NLDF 1550 0.4 Studenl supporl 470 0.1 
Stamp duty on house purchase 2 270 0.6 
Other 3310 0.9 Rent rebates and allowances 11230 3.1 

Taxes & NI contributions on 
Intermediate goods & services• Benefits in kind 

Employers' NI contribullons 11590 3.2 
Commercial & industrial rates 7 570 2.1 Health services 53840 15.0 
Duly on hydrocarbon oils 5830 1.6 Education 39120 10.9 
VAT 3510 1.0 Travel subsidies' 1310 0.4 
Vehicle excise duty 830 0.2 Housing subsidy 1060 0.3 
Other 2 480 0.7 School meals and welfare milk 860 0.2 

Total 256990 71.8 Total 200520 56.0 

1 Paid lo UK cenlr81 ~nd looal govarnnwnl and European Union lnstituUons. 
2 Expressed as~ peroontage ol general gov!lfnmenl expenditure. 
3 These are taxes paid by lndusuy and commerce assumed lobe passed onto households In lhe priCes ot goods and services they buy. For lnstanco, duly on dorv used 

in the uansportalloo ot goods Is an 'Intermediate' tax whete<ls the duly on petrol bought by the p(!vata motorist Is a tax on final goods and services. 
4 Including conoossionary taros oxpondituro. 

Source: United Kingdom NaUonal Accounts, 200 t Edition. 



TABLE 14 (Appendix 1): Average incomes, ta.xes and benefits by declle groups of ALL households, 2001Hl1 

Decile groups of all households ranked by equlvalised disposable Income All 
house· 

Bol!om 2nd 3rd 4th 51h 6th 7th 8th 9th Top holds 

Averege per household (£ per year) 

DecJ/e points (equivalised £) 7n5 9790 11600 13808 16173 19029 22367 27109 35249 

Number of households In the population ('OOOs) 2501 2503 2502 2 504 2501 2502 2506 2503 2500 2506 25030 

O"naf Income 2670 4692 ages and salaries 1171 7500 12592 16526 21984 26109 31949 47842 17304 
lm~uled lnoome from benefits In kind 11 12 26 32 120 153 286 470 700 1734 354 
Se -em~loymenl lncomo 326 417 751 872 1027 1164 1761 2160 3068 13 765 2531 
Occu~onal pensions, annuities 249 669 1064 1 742 1 885 2071 2 151 2455 2 807 3092 1820 
lnves ntlncome 193 203 301 m 471 688 an 1143 2003 4133 1039 
Other Income 127 123 144 130 161 272 307 198 136 257 186 
Total 2076 4113 6979 10653 16256 20874 27367 32534 40663 70823 23234 

Direct benefits in cash 
Contributory 

1678 2231 2319 Retiremenl pension 2115 1554 1390 922 870 710 524 1431 
Job seeker's allowance (Contribution based) 80 49 41 45 12 23 8 2 10 5 28 
lncapacltte benefil 301 361 407 510 363 124 148 131 66 7 242 
Widows' nefits 40 49 60 61 83 36 40 41 36 33 48 
Statutory Maternity Pay/Allowance 3 3 2 8 35 42 49 29 50 50 27 

Non-contributory 
1062 683 Income support 853 444 307 199 134 68 13 0 376 

Child benelil 437 426 382 367 409 384 346 307 238 221 352 
Housing benefit 569 945 837 574 280 200 115 46 5 357 
Job seeker's allowance (Income based) 249 144 44 39 34 18 18 5 2 3 56 
Invalid care allowance 31 42 n 82 54 20 29 4 4 32 
Al!ondance allowance 9 104 125 174 166 124 64 52 9 7 83 
Disabled Persons Tax Credit 106 202 280 480 340 239 129 96 55 28 195 
War pensions/War v.idows' pensions 0 16 15 36 15 47 30 72 23 6 26 
Severe disab!emenl allowance 17 40 71 75 47 41 30 13 4 34 
l~strlal injury disablement benefit 10 32 30 24 31 28 10 8 17 
Student support 94 27 47 23 58 21 40 127 36 38 51 
Govemment training schemes 39 9 21 17 20 16 8 7 10 7 15 
Worldng Families Tax Credit 128 204 205 194 139 90 49 20 5 103 
OO!er non-oonlnbulory benehls 29 41 24 24 42 8 13 9 2 3 20 

Total cash benefits 4673 5987 5669 5271 3989 3048 2183 1906 1279 932 3494 

Gross income 6749 10100 12648 15924 20~45 23922 29549 34442 41942 71 754 26727 

Direct taxes and Employees' NIC 
Income tax 219 397 785 1297 2 026 2781 3960 4963 6710 13459 3660 

less: Tax relief at source' 2 3 4 4 3 5 4 6 7 9 5 
Employees' NI contributions 82 158 295 459 783 I 054 1434 I 683 2006 2302 1026 
Local taxes• 784 785 786 834 842 886 942 954 1022 1161 900 

less: Council lax benefit!Ratos rebates 238 221 158 117 62 45 41 24 22 17 94 
Total 845 1 116 1704 2470 3 586 4671 6291 7571 9709 16896 5486 

Disposable Income 5903 8984 10944 13454 16659 19251 23258 26871 32233 54858 21242 

Equ/Va/lsecl disposable Income 5 761 8807 10657 12654 14955 17620 20643 24584 30595 53047 19932 

Indirect taxes 
Taxes on final goods and services 

VAT 910 1000 1106 1351 1610 1802 2061 2371 2626 3419 1826 
Duty on tobacco 244 306 270 306 341 291 282 268 291 219 282 
Duty on beer and elder 49 61 64 85 114 117 126 149 153 156 107 
Duty on wines & spirits 70 59 73 75 116 110 144 164 192 253 126 
Duty on hydrocarbon oils 192 232 244 325 398 478 552 602 632 749 440 
Vehicle excise dUly 65 68 79 100 122 145 169 180 180 185 129 
Television licences 88 80 82 86 92 99 103 99 99 102 93 
Stamp du~ on house purchase 29 19 23 29 41 52 65 83 111 195 65 
Customs uties 20 21 24 28 33 37 43 47 52 69 37 
Betting taxes 41 41 51 59 60 55 67 81 . 54 66 57 
Insurance premium tax 15 15 19 24 30 36 42 45 50 7'l 35 
Air passenger du~ 6 3 t2 tO 12 15 22 19 32 65 20 
Camelot Nadonal ottery Fund 37 49 56 64 66 62 75 73 62 55 60 
Other 4 5 15 11 16 16 8 17 23 16 t3 

lnlermeciate taxes 
Commercial and industrial ralos 141 146 165 194 232 258 296 325 359 475 259 
Employers' NI contributions 226 233 264 311 371 414 474 521 575 761 415 
Duly on hydrocarbon oils 105 109 124 145 174 193 221 243 269 356 194 
Vehicle exclsa duty 13 14 16 18 22 24 26 31 34 45 24 
Other 111 115 130 153 183 204 233 256 283 375 204 

TOial lndlrect taxes 2366 2576 2 818 3375 4032 4 410 5009 5573 6076 7632 4387 

Po&l-tax income 3537 6408 8125 10079 12627 14841 18 250 21299 26156 47226 16855 

Benalils In kind 
Edllcatlon 2346 1602 1506 1317 1643 t 323 1275 I 091 767 644 1351 
National health seiVice 2458 2568 2826 2421 2214 2076 1951 1734 1716 1513 2128 
Housings~ 68 91 68 67 44 43 20 10 12 6 43 
Ra• travel subs 12 8 7 14 20 23 31 31 37 63 24 
Bus travel subs~ 40 39 42 40 34 26 24 20 15 12 29 
School meals an welfare milk 90 77 39 19 6 6 I 2 2 0 24 
Total 5014 4 386 4 288 3878 3961 3498 3302 2 888 2 549 2 238 3600 

Final InCOme 8551 10793 12 413 13957 16589 18339 21552 24186 28705 49464 20455 

1 On llle 111111ranco premiums. 
2 Coord tax. domestic tales and wa1er charges ahe< <leductlng dlscoo.wns. 



TABLE 14A (Appendix 1): Average Incomes, taxes and benefits by qulntlle groups of ALL households, 200o-o1 

Oulnble g.roups ol aq households ranked by equivalised disposable income All 
house-

Bouom 2nd 3rd 4th Top holds 

Average per household (£ per year) 

Oulnble points (equlvalised £) 9790 13808 19029 27109 

Number of households in the population ('OOOs) 5005 5007 5003 5009 5007 25030 

Orl~nal lncome 
ages and salaries 1920 6096 14559 24 047 39896 17 304 

l~uted income from benefits In kind 11 29 137 378 1217 354 
S -employmentlncome 371 812 1095 1961 8417 2531 
Otx:upational pensions, annuities 469 1403 1978 2303 2949 1820 
fnveslmen1 income 198 339 579 1010 3068 1039 
Other income 125 137 217 253 196 186 
Total 3094 6616 16565 29950 55 743 23234 

Direct benefits In cash 
Contributory 

Retirement pens1on I 954 2217 1472 896 617 1431 
Job seeke(s allowanoa (Contribution based) 65 43 18 5 8 28 
lncapac!'&:enem 331 459 243 140 37 242 
Widows' nefils 44 61 59 41 35 48 
Statutory Maternity Pay/Allowance 3 5 38 39 50 27 

Non-conlri.butory 
376 Income suppor1 957 564 253 101 7 

Child benefit 431 375 397 326 229 352 
Housing benefit 757 705 240 81 2 357 
Job seeker's allowance (Income based) 196 41 26 11 3 56 
Invalid care allowance 36 69 37 17 2 32 
Allendanoa allowance 56 149 145 58 8 83 
Disabled Persons Tax Credit 154 380 289 113 41 195 
War pensionsNiar widows' pensions 8 26 31 51 15 26 
Severe disablement allowanoa 29 73 44 21 2 34 
Industrial injury disablement benefit 21 27 29 9 17 
Student support 60 35 39 63 37 51 
Government lmlning schemes 24 19 18 8 8 15 
Working Families Tax Credit 166 199 115 34 3 t03 
Other norH:ontributory benefits 35 24 25 11 3 20 

Total cash benefils 5330 5470 35t9 2045 1105 3494 

Gross income 8424 14 286 22084 31995 66848 26727 

Direct taxes and Employees' NIC 
Income tax 308 1041 2404 4461 10084 3660 

less: Tax reliel at source' 3 4 4 5 8 5 
Employees' NI contributions 120 3n 919 1556 2154 1026 
Local taxes• 785 810 864 948 1 091 900 

less: Council tax benefit/Rates rebates 229 138 54 32 19 94 
Total 981 2087 4129 693t 13302 5486 

Disposable income 7443 12199 17955 25065 43545 2t 242 

Equivalised disposable Income 7284 11655 16287 22614 41821 19932 

Indirect taxes 
Taxes on final goods and setvices 

VAT 955 1229 1706 22t6 3022 I 826 
Duty on tobacco 275 288 316 275 255 282 
Duty on beer and cider 55 74 1t6 138 154 107 
Duty on wines & &pints 65 74 113 154 223 126 
Duty on hydrocarbon oils 2t2 284 438 sn 691 440 
Vehicle excise duly 66 89 134 175 163 t29 
Television licences 84 84 95 101 100 9(! 
Stamp dutn house purchase 24 26 46 74 153 65 
Customs 'es 21 26 35 45 60 37 
Betting taxes 41 55 57 74 60 57 
Insurance premium tax 15 22 33 43 61 35 
Air passenger duty 4 11 14 20 49 20 
Camelof National Lollery Fund 43 60 64 74 58 60 
Other 4 13 16 12 20 13 

Intermediate taxes 
Commertial and Industrial rates 143 180 245 310 417 259 
Employers' NI contributions 229 288 393 497 668 415 
Duty on hydrocarbon oils 107 134 183 232 312 194 
Vehicle excise duty 14 17 23 29 39 24 
Other 113 142 193 245 329 204 

Total indirect taxes 247t 3097 4221 5291 6854 4387 

Post·tax income 4973 9102 13734 19n4 36691 16855 

Benefits in kind 
Education 1974 1411 1483 1163 706 1351 
National health servloe 2513 2524 2 145 1842 1614 2128 
Housingsu~ 79 68 43 15 9 43 
Rai travel 10 10 22 31 so 24 
Bus travels~ 40 41 30 22 14 29 
School meals an welfare milk 83 29 6 2 1 24 
Total 4 700 4083 3730 3095 2394 3600 

Final income 9 672 13165 17464 22889 39085 20455 

1 On lile assoranc:e premiums. 
2 Cooncl tax, domK!lc rttH al>!wa1er charges aH01 dedue1ing diS(X)UniS, 



TABLE 15 (Appendix 1): Household characteristics of decile groups of ALL households, 2001Hl1 

Dedle groups o1 an households ranked by equival1sed dasposable income All 
house· 

Boltom 2nd 3rd 4th 51h 6th 7th 8th 9th Top holds 

Avtfl98 per household (number) 

People 2.3 2.3 2.3 2.4 2.5 2.5 2.5 2.4 2.3 22 2.4 

Adults /.6 1.7 1.7 1.8 1.9 1.9 2.0 1.9 1.9 1.8 1.8 
Men 0.7 0.7 0.8 0.8 0.9 0.9 1.0 1.0 1.0 1.0 0.9 
women 0.9 0.9 0.9 1.0 1.0 1.0 1.0 0.9 0.9 0.8 0.9 

Children 0.7 0.6 0.6 0.6 0.6 0.6 0.5 0.4 0.4 0.3 0.5 

Economically active people 0.5 0.5 0.7 0.9 1.2 1.4 1.6 1.6 1.6 1.6 1.2 
Retired people 0.6 0.7 0.7 0.6 0.4 0.4 0.3 0.2 0.2 0.1 0.4 

People in full-lime education 0.76 0.58 0.53 0.49 0.60 0.51 0.45 0.41 0.32 0.31 0.49 

In state primafY schools 0.32 0.29 0.26 0.26 0.27 024 0.18 0.16 0.13 0.10 0.22 
In staiB 56COIIdafY schools 024 0.18 0.18 0.16 0.19 0.16 0.15 0.14 0.09 0.06 0.15 
In further and higher educaUon 0.19 0.09 0.08 0.05 0.12 0.07 0.10 0.08 0.06 0.06 0.09 
In other educational establishments 0.02 0.02 0.01 0.02 0.02 0.03 0.02 0.03 0.04 0.09 0.03 

Composition (percentages) 

Household type 

Retired 

1 adult 26 23 24 19 15 11 6 5 4 3 14 
1 adult men 5 6 5 5 5 2 2 2 2 , 4 
1 adult women 21 17 19 13 10 8 4 3 2 2 to 

2 or more adults 14 20 20 17 12 13 7 7 6 3 12 

Non·retired 

1 adult 16 12 12 11 14 15 17 20 23 24 16 
1 eduttmen 10 8 6 6 6 9 10 12 15 18 10 
1 edultwomon 5 4 6 6 8 6 6 7 8 6 6 

2aduhs 7 10 10 15 15 20 26 28 34 39 21 
3 or more adults 4 4 6 7 10 8 14 12 11 9 8 
1 ~~ull with children 9 13 7 6 5 4 2 2 1 1 5 
2 adults with 1 ohlld 5 4 4 5 9 9 10 10 8 8 7 
2 adults with 2 children 9 4 7 10 11 11 9 9 8 9 9 
2 adults with 3 or more children 6 5 5 4 4 4 4 2 2 1 4 
3 or more acklhs wrth children 4 6 5 5 4 5 5 3 3 1 4 

Houuhold tenure 

Rented 46 58 52 42 32 26 19 16 14 12 32 

Localaurhonry rented 27 36 26 22 16 13 7 2 3 , 15 
Housing association or RSL 7 10 13 8 6 4 4 2 I I 6 
Other rented unfurnished 4 6 7 6 4 4 5 4 3 4 5 
Rented furnished 7 5 4 5 4 3 3 4 6 6 5 
Rentlree 1 1 2 2 2 1 , 3 I 1 2 

Owner occupied 54 42 46 58 68 74 61 64 86 88 68 

Mttrmortgage 14 12 19 25 37 48 57 62 64 68 41 
Ren~l purchase 0 0 0 0 0 0 I 0 
Owned outright 40 29 29 33 31 25 24 22 21 20 27 

Age of chief economic supporter 

~25 8 6 5 3 5 4 3 3 2 2 4 
Over 24 and under 35 12 14 13 12 16 20 18 24 23 25 16 
Over 34 and under 45 17 14 16 17 21 23 23 24 23 26 21 
Over 44 and under 55 13 13 12 15 18 18 23 22 27 26 19 
Over 54 and under 65 13 12 13 18 15 13 19 15 15 14 15 
Over 64 and under 75 14 20 19 20 13 13 8 7 6 5 13 
Over74 22 20 22 15 12 10 5 5 4 2 12 

Employmen1 status of chlel economic supporter 

SeH-employed 4 4 5 5 5 5 7 7 9 17 7 
Full-time employee 7 14 21 30 48 60 66 73 73 72 46 
Part-line employee 10 7 8 9 8 7 8 4 5 4 7 
!Jnemployed 11 7 3 2 1 1 1 1 1 0 3 
Unoccupied and under minimum NI age 30 26 20 17 11 5 5 4 3 2 12 
Retired/unoccupied over minimum NI age 37 41 43 37 26 21 13 11 9 5 24 
Other 1 0 1 0 ' 0 0 0 0 0 0 0 
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TABLE 15A (Appendix 1): Household characteristics of qulntlle groups of ALL households, 20G0-01 

Oulnlile groups of all households ranked by equlvalised disposable Income All 
house-

Bottom 2nd 3rd 4th Top holds 

Average per household (number) 

People 2.3 2.2 2.5 2.4 2.2 2.3 

Adults 1.6 1.6 1.9 2.0 1.9 1.8 
Men 0.7 0.7 0.9 1.0 1.0 0.9 
Women 0.9 0.9 0.9 0.9 0.9 0.9 

Children 0.7 0.6 0.6 0.4 0.4 0.5 

Economically active people 0.5 0.7 1.3 1.6 1.6 1.1 
Retired people 0.5 0.6 0.4 0.3 0.2 0.4 

People In fuN-time education 0.71 0.49 0.52 0.40 0.32 0.49 

In state primary schools 0.33 0.25 0.24 0.16 0.11 0.22 
In state secondary schools 0.20 0.15 0.18 0.14 0.08 0.15 
In futther and higher education 0.16 0.06 0.08 0.08 0.06 0.09 
In other educational establishments 0.03 0.02 0.02 0.03 0.07 0.03 

Composition (percentages) 

Household type 

Retired 

1adun 21 27 14 7 3 14 
I adult men 5 7 3 3 1 4 
1 adult women 16 20 1t 4 2 10 

2 or more adults 16 17 12 8 5 11 

Non-retired 

1 adult 17 12 15 18 24 17 
I adult men 10 7 10 1t 16 11 
1 aclultwomen 7 5 5 7 8 6 

2 adults 9 12 17 27 36 20 
3 or more aduns 5 4 9 13 9 8 
1 adult with children 15 8 3 2 1 6 
2 aduJls with 1 child 4 5 7 9 10 7 
2 adults with 2 children 6 7 11 9 8 8 
2 adults with 3 or more children 5 5 4 2 1 4 
3 or more adults with children 3 3 6 4 3 4 

Household tenure 

Rented 53 50 31 19 11 33 

Local authority rented 32 30 16 6 2 17 
Housing association or RSL 8 10 5 3 0 5 
Other rented unfurnished 4 5 4 3 3 4 
Rented furnished 7 4 4 6 5 5 
Renl free 2 2 I 1 1 1 

Owner occupied 47 50 69 81 89 67 

Wdhmorlgage 14 2t 42 58 69 41 
Ranta/ purr;hase 0 0 0 0 0 0 
Owned outright 32 28 27 23 20 26 

Age of chief economic supporter 

Under 25 8 4 4 3 2 4 
Over 24 and undor 35 16 13 16 21 26 18 
Over 34 and under 45 18 15 21 21 25 20 
Over 44 and under 55 10 12 18 23 27 18 
Over 54 and under 65 13 14 14 17 12 14 
Over 64 and under 75 15 22 15 8 6 13 
Over74 19 20 12 6 3 12 

Employment status of chief economic supporter 

Self-employed 4 4 6 8 12 7 
Full· lime employee 9 24 49 65 72 44 
Part-time employee 9 8 5 5 4 6 
Unemployed 10 5 3 3 2 5 
Unoocupied and under minimum NI age 33 16 9 5 2 13 
Retired/unoccupied 0\'er minimum NI age 35 43 27 14 7 25 
Other 1 0 0 0 0 0 



TABLE 16 (Appendix 1): Average Incomes, taxes and benefits by declle groups of NON-RETIRED households, 2001Hl1 

Declle groups of non-retired households ranked by equivatlsed disposable Income All such 
house· 

Bottom 2nd 3rd 4th 5th 6th 71h 8th 9th Top holds 

Average per household(£ per year) 

DecJ/e JlOifliS (equivalised £) 8285 10865 13188 15794 18534 21282 24 774 29598 38364 

Number of households In the populabon ('OOOs) 1861 1862 1863 1863 1862 1861 1864 1864 1863 1863 18626 

Orl~nal lncome 
agas and salaries 2127 6210 10 385 16287 20437 23604 28363 32 967 37834 53243 23166 

Imputed lnoome from benefits In k.lnd 21 29 51 139 189 302 495 588 949 1971 473 
Sell-employment Income 529 894 1476 1380 I 474 2047 2391 2500 4 423 16860 3398 
Occupational pensions, annu~ies 68 174 620 501 486 791 1044 918 1294 1693 759 
lnvastment Income 131 120 232 286 366 517 552 983 1388 3426 800 
Other lnCOfTle 206 183 172 176 297 279 310 140 232 185 218 
Total 3082 7610 12935 18 769 23248 27741 33155 38096 46119 77378 28813 

Direct benefits in cash 
Conlllbu!Ory 

138 257 557 397 206 212 Re1lrement pension 315 385 243 261 297 
Job seeke~s allowance (Contribution based) 123 68 68 18 26 16 3 10 6 7 34 
lncapacl~ benefit 517 603 662 534 184 177 156 78 48 9 297 
Widows' nef1ts 48 83 54 t17 80 51 30 32 23 45 56 
Statutory Maternity Pay/Allowance 5 4 10 45 48 67 28 34 77 46 36 

Non~lributory 
1343 1395 748 363 113 Income S1JPP011 53 85 8 13 0 412 

Child benef~ 708 727 601 568 522 388 391 311 269 220 471 
Housing benefit 981 I 126 676 278 122 56 37 16 5 330 
Job seeker's allowance (Income based) 401 156 74 47 24 24 5 2 2 4 74 
Invalid care allowance 43 87 89 69 23 22 11 2 6 35 
Attendance allowance 10 3 37 39 14 11 32 3 15 
Disabled Persons Tax Credit 164 328 428 433 189 110 t19 46 42 33 189 
War pensions/War widows' pensions 3 5 1 4 1 11 3 33 4 6 
Severe disablement allowance 28 57 91 70 50 15 4 5 32 
Industrial injury disablement benefit 10 32 22 25 28 12 14 14 
Student support 134 57 66 74 24 44 30 179 48 29 68 
GoYemment trairmg schemes 57 21 22 29 18 7 13 6 10 9 19 
Wortung Families Tax Credit 204 434 260 252 114 76 42 I 6 139 
Other non-contributory bene!~ 18 25 11 18 4 15 6 3 I 3 10 

Total cash beneftts 4 935 5470 4475 3380 1898 I 363 I 394 978 608 666 2537 

Gross Income 8017 13080 17 410 22148 25 146 29 104 34 549 39074 46927 78043 31350 

Direct taxas and Employees' NIC 
320 768 Income tax 1645 2267 3083 3829 4914 6053 7866 14 781 4553 

less: Tax reliel at source' 2 2 4 4 3 4 5 5 7 10 5 
~s· NI contributions 144 378 644 I 011 I 301 1551 I 875 2090 2302 2444 I 374 
local taxes' 749 784 837 643 860 909 946 958 1038 I 176 910 

less: Council tax benelil/Rates rebates 276 228 125 58 28 32 22 20 15 17 82 
Total 936 I 700 2997 4060 5213 6254 7708 9076 11 184 18373 6750 

Disposable income 7081 11380 14412 18088 19933 22850 26841 29998 35 743 59670 24 600 

Equlvalls9d disposable Income 5949 95$8 12034 14532 17 132 19855 22939 27038 33351 57 179 21955 

Indirect taxes 
Taxes on final goods and services 

VAT I 098 I 344 1543 I 784 1886 2 171 2372 2509 2805 3566 2 108 
Duty on tobacco 333 431 378 425 326 322 310 303 286 220 333 
Duty on beer and cider 72 92 102 136 132 147 153 176 158 162 133 
Duty on Wlnas & spirits 81 73 n 105 116 t49 160 195 175 274 141 
Duty on hydrocartlon oils 239 310 406 458 527 585 632 645 711 753 527 
Vehicle excise duty 68 82 114 126 156 166 186 184 184 182 145 
T etevislon licences tO t 105 105 106 109 109 102 105 101 105 105 
Stamp d~ on house purchase 33 24 34 45 59 63 74 98 118 217 76 
CUitoms ulles 24 27 32 37 40 44 48 50 56 71 43 
Benlng taxes 43 41 66 64 56 72 93 62 72 50 62 
Insurance premium tax 14 18 26 31 37 41 46 44 54 73 38 
Air passenger duty 6 6 15 13 14 18 24 20 41 67 22 
~National lottery Fund 40 56 67 72 65 79 75 77 57 56 64 

4 20 13 18 22 10 5 19 16 16 14 

lntermedllte taxes 
Commertial and industrial rates 166 188 221 259 275 304 333 348 390 495 298 
Employers' NI contributions 266 302 355 415 440 487 534 558 624 792 477 
Duty on hydrocarbon oils 124 141 166 194 206 228 250 261 292 370 223 
Vehicle excise duty 16 18 21 24 26 29 31 33 37 47 28 
Other 131 149 175 205 217 240 263 275 307 390 235 

Total indirect taxes 2861 3427 3915 4518 4 708 5 264 5693 5 962 6483 7907 5074 

Post·tax Income 4220 7953 10497 13570 15225 17 585 21 148 24036 29260 51763 19 526 

a-lit$ In fond 
Education 3524 2762 2260 2262 1631 1336 1401 1155 819 637 1799 
National health seiViee 1834 1966 2056 1953 1739 1706 I 715 1491 1 583 1386 1743 
Housing subsi~ 99 98 68 42 41 28 9 14 11 4 41 
Rail travel subs dy 16 12 16 22 28 32 35 38 50 62 31 
Bus travel subsidy 23 21 25 25 19 19 15 16 9 10 18 
School meals and wellare milk 148 104 43 12 8 2 2 3 I 1 32 
Total 5644 4 962 4468 4 317 3667 3123 3177 2 715 2 472 2099 3664 

Final income 9864 12916 14965 17887 18892 20708 24325 26751 31732 53862 23190 

I On llleiiNinca preniurn$. 

2 Co&nit_flx. domMtic rotM •M W.IM l"h• MM a~ l'iorlilf"tiinn riiv.nfm"f'A 
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Table 16A (Appendix 1): Average Incomes, taxes and benefits by qulntlle groups of NON-RETIRED households, 2000-01 

Oulntlle groups of non-retired households ranked by equivallsed disposable Income All such 
house· 

Bollom 2nd 3rd 4th Top holds 

Average per household (£per year) 

Ovin~Je potnls (equivalised £) 10865 15794 21282 29598 

Number of households In the population ('OOOs) 3723 3726 3724 3727 3726 18626 

Original Income 
Wages and salaries 4169 13336 22121 30665 45539 23166 
Imputed Income from benefits In kind 25 95 245 542 1460 473 
SeH·em~loyment Income 712 1428 1761 2446 10641 3398 
Occupa iona1 pensions, annuities 121 560 638 981 1494 759 
Investment Income 126 259 441 767 2407 800 
Other income 194 174 288 225 206 218 
Total 5346 15852 25494 35626 61748 28813 

Direct benefils in cash 
Contributory 

Retirement pension 198 4n 261 298 252 297 
Job seeke(s allowance (Contribution based) 95 43 21 7 6 34 
lncapaclt~ benellt 560 598 181 117 29 297 
Widows' enollls 65 86 65 31 34 56 
Statutory Maternity Pay/Allowance 5 26 57 Jt 62 36 

Non-()()lltributory 
Income suppoll 1369 555 63 47 7 412 
Child benefit 717 584 455 351 245 471 
Housing benef~ 1054 4n 89 27 3 330 
Job seekefs allowance (Income based) 278 61 24 4 3 74 
Invalid care allowance 65 79 22 6 3 35 
Attendance allowance 6 38 13 18 15 
Disabled Persons Tax Credit 246 430 150 82 38 189 
War pensions/War widows' pensions 4 3 6 18 2 6 
Severe disablement allowance 43 80 33 2 2 32 
lnduslrial injury disablement benefit 21 23 20 7 14 
Student support 95 70 34 105 38 68 
Government training schemes 39 25 13 10 9 19 
Wort<ing Families Tax Credit 319 256 95 22 3 139 
Other non-contnbulory benefits 22 14 9 5 2 10 

Total cash benelils 5202 3927 1631 1186 737 2537 

Gross income 10548 19779 27 125 36 812 62 485 31350 

Dlrect 1axes and Employees' NIC 
lncome1ax 544 1956 3456 5 484 11323 4 553 
less: Tax relief at source' 2 4 3 5 8 5 

Employees' NI contrlbutlons 261 828 1426 1983 2373 1374 
Localtaxes2 767 840 885 952 1107 910 

less: Council tax beneflVRates rebates 252 91 30 21 16 82 
TOial 1318 3529 5734 8392 14n9 6750 

Disposable income 9231 16250 21391 28420 47706 24600 

Equivallsed disposable Income 7744 13283 18494 24988 45265 21955 

lndfrect taxos 
Taxes on final goods and services 

VAT 1221 1664 2029 2440 3185 2108 
Duty on tobacco 382 402 324 307 253 333 
Duty on beer and cider 82 119 140 165 160 133 
Duty on wines & spirits n 91 132 177 225 141 
Duty on hydrocarbon oils 274 432 556 638 732 527 
Vehicle excise duly 75 120 161 185 183 145 
Television licences 103 105 109 103 103 105 
Stamp du~ on house purchase 28 39 61 86 167 76 
Customs ulios 26 35 42 49 64 43 
Betting taxes 42 65 64 n 61 62 
Insurance premium tax 16 28 39 45 63 38 
Air passenger duly 6 14 16 22 54 22 
Camelot National Lottery Fund 48 70 72 76 56 64 
Othet 12 15 16 12 16 14 

Intermediate taxes 
Commercial and lnduslrial rates m 240 289 341 442 298 
Employers' NI contribulions 284 385 464 546 708 477 
Duly on hydrocarbon oils 133 180 217 255 331 223 
Vehicle excise duly 17 23 27 32 42 28 
Olher 140 190 228 269 349 235 

Total lndiracltaxes 3 144 4217 4986 5828 7195 5074 

Post-tax Income 6087 12034 16405 22592 40512 19526 

Benefits in kind 
Education 3143 2261 1584 1278 728 1799 
National health service 1900 2005 1722 1603 1464 1743 
Housing subsldrc 99 55 35 11 7 41 
Rall travel subs dy 14 19 30 37 56 31 
Bus travel subsldd 22 25 19 15 9 18 
School meals an welfaro milk 126 27 5 2 1 32 
Total 5303 4392 3395 2 946 2285 3664 

Final income 11390 16426 19800 25538 42797 23190 

t On life II$IIII1IIQI pl1mllml 

2 Counclw, domeAio r.tes and wa181 charges after deducting diiCOUms. 



TABLE 17 (Appendix 1 ): Household characteristics of decile groups of NON-RETIRED households, 2()00-{)1 

Docile groups of non-retired households ranked by equlvalised disposable Income All such 
houso· 

Boltom 2nd 3rd 4th 6th 6th 71h 8th 9th Top holds 

Avtrlll' per household (number) 

People 2.9 2.9 2.9 2.9 2.7 2.6 2.6 2.4 2.3 2.2 2.6 

Adulls 1.8 1.8 1.9 2.1 1.9 2.0 2.1 2.0 1.9 1.9 1.9 
Men 0.9 0.9 0.9 1.0 1.0 t. t 1.1 1.0 1.0 1.0 1.0 
Women 0.9 0.9 1.0 1.0 1.0 1.0 t.O 0.9 0.9 0.8 1.0 

Children 1.1 1.1 0.9 0.8 0.8 0.6 0.6 0.5 0.4 0.3 0.7 

Economically active people 0.8 1.0 1.3 1.6 1.7 1.8 1.9 1.9 1.8 1.7 1.6 
Rellred people 0.1 0.1 0.2 0.1 0.1 0.1 O.i 0.0 0.1 0.0 0.1 

People In tull-ome education 1.18 0.99 0.81 0.81 0.70 0.48 0.51 0.44 0.34 0.32 0.66 

In state primary schools 0.52 0.49 0.4t 0.37 0.35 O. t9 0.24 O. t4 0.12 0.12 0.30 
In state secondary schools 0.36 0.32 0.28 0.26 0.22 0.18 0.15 0.17 0.09 0.05 0.21 
In further and higher education 0.27 0.15 0.08 0.16 0.10 0.09 0.11 0.08 0.08 0.05 0.12 
In ol/!er educational esloblishmenls 0.03 0.02 0.04 0.03 0.03 0.02 0.02 0.04 0.06 0.10 0.04 

Compoeitlon (percentages) 

Houeehold type 

Non-retired 

t adult 26 21 18 19 20 20 20 23 24 27 22 
1 adult men t7 13 9 9 11 13 13 15 15 21 13 
1 adult women 9 9 9 10 9 7 7 9 9 7 9 

2 adults 14 16 24 20 24 31 30 36 38 43 28 
3 or more adults 7 9 9 15 10 15 16 12 12 9 11 
1 adult with children 17 19 10 7 6 3 3 1 2 1 7 
2 adults with 1 child 8 7 9 10 13 11 11 10 11 8 10 
2 adults wilh 2 children 13 10 14 16 15 11 10 12 9 9 12 
2 aclJIIs with 3 or more children 10 9 8 6 5 4 4 3 1 2 5 
3 or more adults with clllk!ren 6 9 9 7 5 6 6 4 2 1 5 

Houlehold tenure 

Rented 65 65 45 34 25 22 17 17 14 12 32 

Loos/authority rented 38 32 21 16 12 9 2 2 3 1 14 
Housing association or RSL 11 13 10 7 4 4 2 1 2 1 5 
Other rented unfurnished 5 10 7 5 5 4 5 5 3 4 5 
Rltlled lvrnished 11 9 6 5 4 4 5 7 5 6 6 
Rent free 1 2 I , 2 I 3 1 I 1 I 

Ownef occupied 35 35 55 66 75 78 83 83 88 88 68 

Wilh morlgage 21 21 35 48 61 61 68 69 70 T3 53 
Rent~rchase 0 1 1 0 0 1 0 0 
Own outright 14 14 19 17 13 16 15 13 16 15 15 

Age of chltl economic supporter 

Under25 12 9 6 8 4 4 3 3 3 2 5 
OYet 24 and under 35 22 24 21 19 25 23 26 27 25 26 24 
<>m 34 and under 45 28 27 25 30 32 25 28 29 25 29 28 
<>m 44 and under 55 22 22 23 24 22 28 24 25 31 28 25 
Over 54 and under 65 14 15 19 16 13 18 16 16 14 14 15 
Over 84 and under 75 2 2 4 2 3 1 3 1 2 2 2 
Over 74 0 2 2 0 1 1 0 I 0 t 

Employment atatus of chief economic supporter 

Sell-employed 7 8 9 7 7 8 8 7 11 19 9 
Fl.t.fime employoe 12 30 45 63 76 78 79 85 81 76 62 
Pan-time employee 15 14 14 10 11 8 7 5 5 5 9 
lk1ernployed 17 7 4 2 2 1 1 1 0 4 
Unoccup~ed and under minimum NI age 46 38 24 14 4 4 3 1 2 0 14 
Retirvd/unoccupied CNer minimum NI age 1 1 4 4 1 1 2 1 1 
Other 2 1 1 0 



TABLE 17 A (Appendix 1 ): Household characteristics of quintlle groups of NON-RETIRED households, 2000....01 

Ouin(lle groups of noo·retired households ranked by equivalised disposable Income All such 
house· 

Bottom 2nd 3ld 4th Top holds 

Average per household (number) 

People 2.9 2.9 2.7 2.5 2.3 2.6 

Adulls 1.8 2.0 2.0 2,0 1.9 1.9 
Men 0.9 1.0 1.0 I. I 1.0 1.0 
Women 0.9 1.0 1.0 1.0 0.9 1.0 

Children 1.1 0.9 0.7 0.5 0.4 0.7 

Economically active people 0.9 1.5 1.8 1.9 1.7 1.6 
Retired people 0.1 0.1 0.1 0.1 0.0 0.1 

People In full·6me education 1.08 0.81 0.59 0.48 0.33 0.66 

In state primary schools O.M 0.39 0.27 0.19 0.12 0.30 
In state secondary schools 0.34 0.27 0.20 0.16 0.07 0.21 
In luflher and higher educa/1()(1 0.21 0.12 0.09 0.10 0.06 0.12 
In other educational esJBblishmetlls 0.02 0.03 0.03 0.03 0.08 0.04 

Composition (percentages) 

Household type 

Non·retlred 

1 adult 24 18 20 22 26 22 
ladullmen 15 9 12 14 18 13 
!adult~ 9 9 8 8 8 9 

2 adults 15 22 26 33 40 28 
3 or more adults 8 12 12 14 11 11 
1 adult willl children 18 8 5 2 1 7 
2 adults wilh 1 child 7 9 12 10 9 10 
2 adults with 2 children 12 15 13 11 9 12 
2 adults with 3 or more children 9 7 5 3 2 5 
3 or more adults with children 7 8 5 5 2 5 

Household tenure 

Rented 65 40 24 17 13 32 

Local authority r6flled 35 19 10 2 2 14 
Hovsing association or RSL 12 8 4 2 1 5 
Other rented unfurnished 7 6 4 5 4 5 
Rented furnished 10 5 4 6 6 6 
Rent free I 1 1 2 I I 

Owoer occupied 35 60 76 63 87 66 

With moflgage 2 t 42 61 69 72 53 
Rental Pllrchase 0 I 0 0 0 0 
Owned outright 14 18 15 14 15 15 

Age of chief economic supporter 

Under25 11 7 4 3 2 5 
Over 24 and under 35 23 20 24 26 25 24 
Over 34 and undor 45 28 27 28 28 27 28 
Over 44 and under 55 22 24 25 24 29 25 
Over 54 and under 65 15 17 15 15 t4 15 
Over 64 and under 75 2 3 2 2 2 2 
Over74 0 2 1 0 1 1 

Employment status of chief economic supporter 

Se« -employed 7 8 7 8 15 9 
Full-time employee 21 54 n 82 78 62 
Part-lime employee 15 12 9 6 5 9 
Unemployed 12 3 1 1 0 4 
Unoccupied and under minimum NI age 42 19 4 2 1 14 
Rehredlunoccupled over minimum NI age 1 4 1 1 0 1 
Other 1 0 0 



TABLE 18 (Appendix 1): Average incomes, taxes and benefits by decile groups of RETIRED households, 20()0-()1 

Declle groups ol re1ired households ranked by equivalised disposable income All such 
house· 

Bouom 2nd 3rd 41h 5th 61h 7th 8th 91h Top holds 

Averlgt per hou .. hold (£ per year) 

Decile points (equlvallsed £) 6 768 8394 9546 10564 tt 662 13172 15164 17906 23 123 

Number ol households In the populallon ('OOOs) 639 641 640 639 641 642 637 643 641 641 6 404 

~=salaries 10 19 61 64 245 183 168 542 608 630 253 
Imputed income from benef~s in k1nd 11 1 77 9 
SeH·employmenllncome 6 7 2 38 41 16 11 
occupational pensions, annuities 403 994 1 425 1700 2248 3 921 4 586 6410 9162 18229 4 908 
lnves1men11ncome 279 285 320 362 445 600 1012 1266 2 '795 9970 1733 
OUler Income 1 47 38 41 119 106 73 74 113 301 91 
T0181 693 1352 1843 2177 3063 4812 5876 8332 12679 29223 7005 

Direct benefi!S lo cash 
Con1ributory 

3656 4 844 4982 4 750 4 685 5 123 4909 4860 4 730 Retirement pension 4 664 4828 
Job seekefs allowance (COnlributlon based) 41 23 17 8 
lncapaci~netll 43 34 137 72 56 106 171 71 38 92 82 
Widows' h1s 46 40 19 46 25 64 24 
Stalulory Ma1emily PayJAnowance 

Non·contribu1ory 
345 486 452 89 272 Income support 209 363 234 120 229 193 

Child benefil 4 17 12 2 7 4 4 7 6 
Housing benefit 35 185 608 682 838 584 455 460 481 40 437 
Job seekefs allowance (Income based) 17 2 2 
lnvafld care allowance 17 13 14 41 47 63 5 41 24 
Attendance allowance 18 155 160 246 312 275 584 547 387 141 282 
Disabled Persons Tax Credi1 75 32 105 114 189 482 322 434 247 132 213 
War panslons!War widows' pensions 2 6 32 15 41 102 86 46 349 149 83 
Severe disablement allowance 67 55 56 11 30 46 114 10 39 
1ndustrialinjury disablement benefil 11 23 58 45 34 26 40 15 25 
Studen1 support 
Government trainlllQ schemes 0 42 
Working Families Tax Credit 
Other non·conlributory benefits 37 66 48 41 49 51 82 58 16 16 46 

Total cash benefils 4 143 5726 6171 6 444 6790 6794 6 719 7318 1075 5600 8278 

Gross tncome 4 838 7078 8015 8622 9854 11606 12 595 15649 19754 34823 13283 

Direc1taxes and Employees' NIC 
Income lax 65 98 143 178 292 585 720 1154 1997 5386 1062 

less: Tax relief at source' 3 3 5 3 6 3 2 10 3 11 5 
Employees' NI conlribulions 4 0 8 1 11 4 1 29 28 41 13 
Local taxes' 846 812 776 765 764 866 615 880 1004 1167 870 

less: COuncil tax benefit!Rales reba1es 181 184 174 139 150 125 106 102 108 37 131 
Total 734 723 748 802 91 1 1327 1429 1951 2917 6546 1809 

Disposable income 4 102 6354 7 267 7 820 8943 10278 11167 13698 16836 28277 11 474 

Equivalised disposllble income 5592 7690 8983 9993 11048 12395 14011 16555 20 109 34 118 14049 

Indirect taxes 
Taxes on final goods and seMces 

VAT 573 603 712 698 740 930 974 1131 1 318 2386 1005 
Duty on tobacco 63 130 234 109 105 192 165 158 68 93 132 
Duty on beer and cider 13 24 32 31 21 35 40 50 33 44 32 
Duly on wines & spiri!S 37 59 60 45 61 83 92 101 112 167 82 
Duty on hydrocalbon oils 114 109 138 115 160 190 170 232 282 384 189 
Vehlde excise duly 61 50 54 57 70 72 83 94 135 167 85 
Television licences 84 49 50 49 45 64 51 70 56 77 59 
Slamp du~ on house purchase 24 19 11 14 16 19 28 24 42 111 31 
Customs ulles 13 15 16 15 17 20 19 23 28 43 21 
Betting taxes 18 51 60 45 61 41 40 57 3t 40 44 
Insurance premium tax 16 14 16 14 16 20 21 27 35 67 25 
Air passenger du~ 2 6 3 3 9 a 7 17 14 46 11 
Camelot National olt&fY Fund 29 46 42 47 50 51 55 57 44 41 46 
Other 2 6 3 1 2 5 2 3 16 54 9 

lnte1111ediate taxes 
Commercial and Industrial rat os 93 103 111 107 117 136 135 162 192 301 146 
Employers' NI conlributions 149 165 178 171 187 219 216 260 307 482 233 
DUly on hydrocalbon oils 69 77 83 80 87 102 101 121 143 225 109 
Vehicle excise duly 9 10 11 10 11 13 13 15 18 28 14 
Other 73 81 88 84 92 108 106 128 151 237 115 

Totalindlrecl1axes 1443 1619 1902 1694 1869 2308 2317 2730 3025 4 973 2388 

Post·tax Income 2659 4736 5365 6125 7073 7970 8849 10 968 13 811 23304 9086 

Benefits In kind 
Education 111 125 111 9 2 37 18 34 30 32 51 
National heallh service 3304 3703 3085 3295 3453 3064 3299 3144 31 15 3014 3248 
Housing subsld~ 25 45 62 50 74 69 57 42 40 5 47 
Rai11ravel subs dy 3 2 4 1 0 8 1 10 4 15 5 
Bus travel sub:J 58 75 67 62 63 72 55 62 57 54 62 
School meals weHare milk 1 4 3 1 0 0 1 
Total 3503 3955 3331 3418 3592 3249 3430 3292 3245 3119 3414 

Final income 6 162 6690 6697 9543 10666 11220 12280 14 260 17057 26424 12500 

1 ""lil .............................. ....... ~. • ..-



TABLE 18A (Appendix 1): Average incomes, taxes and benefits by quintile groups of RETIRED households, 2~1 

Quint~e groups of retired households ranked by equivalised disposable income All such 
house. 

Bottom 2nd 3rd 4th Top holds 

Average par household (£ par year) 

Oulntlle points (equivalised £) 8394 10564 13 172 17906 

Number of households In the population ('OOOs) , 280 1279 1283 1280 1282 6404 

Orirenatlncome 
ages and salaries 15 62 214 355 619 253 
~ed income from benefrts in kind 5 39 9 

-employment Income 3 4 39 8 1t 
=tional pensions, annuities 698 1562 3084 5498 13696 4 908 

entinoome 282 34t 522 1139 6382 t 7S3 
Other Income 24 39 112 74 207 9t 
Total 1022 2010 3938 7104 20951 7005 

Direct benefits In cash 
Contributory 

Retirement pension 4250 4823 4 769 4904 4885 4 730 
Job seeke(s allowance (ContribUtion based) 32 9 6 
lncapeci~enefrt 38 104 81 121 65 82 
Widows' nefits 23 29 2.3 45 24 
Statutory Maternity Pay/Allowance 

Non-contributory 
Income support 286 177 287 339 270 272 
Child benefit 11 7 5 2 4 6 
Housing benel~ 110 645 711 457 260 437 
Job seeke(s allowance (Income based) 8 t 2 
Invalid care allowance 15 7 44 34 21 24 
Attendance allowance 86 203 293 566 264 282 
01sabled Persons Tax Credit 53 110 336 378 189 213 
War pensions/War widows' pensions 4 24 72 66 249 83 
Severe disablement allowance 61 33 39 62 39 
Industrial Injury disablement benefit 6 4t 39 33 8 25 
Student support 
Govemmenllralning schemes 0 21 
Working Families Tax Credit 
Other non-contributory benefits 51 45 50 70 16 46 

Total cash benellts 4 934 6308 6792 7018 6337 6278 

Gross lnoome 5957 8318 10730 14122 27288 13283 

Direct laxes and Employees' NIC 
Income tax 82 161 439 937 3692 1062 

less: Tax relief at source' 3 4 4 6 7 5 
Employees' NI contributions 2 4 7 15 35 13 
Local taxes' 830 770 815 847 1085 870 

less: CounciJ lax benefi11Rates rebates 183 156 138 104 73 131 
Tolal 729 775 1119 1690 4 732 1809 

Disposable inoome 5228 7 543 9610 12432 22557 11 474 

Equlvstised disposab/elncomo 6641 9488 11721 15 283 27113 14049 

Indirect taxes 
Taxes on final goods and seNlces 

VAT 588 705 835 1052 1842 1005 
Duty on tobacco 96 171 149 162 81 132 
Duty on beer and cider 18 31 28 45 39 32 
Duty on wines & spirits 48 53 72 97 139 82 
Duty on hydrocarbon oils 112 126 175 201 333 189 
Vehicte excose duty 56 56 71 89 151 85 
TeleY!sion flceflceS 66 49 55 60 66 59 
Stamp :ton house purchase 21 13 17 26 77 31 
Customs ties 14 16 18 21 36 21 
Betting taxes 35 52 51 48 36 44 
Insure nee premium tax 15 15 19 24 51 25 
Alr passenger duty 4 3 8 12 30 11 
Camelot National lottery Fund 38 45 50 56 42 46 
Other 4 2 3 2 35 9 

lntennediate taxes 
Commercial and Industrial rates 98 109 127 149 246 146 
Employers' NI contributions 157 174 203 238 394 233 
Duty on hydrocal1lon oils 73 82 95 111 184 109 
Vehicle excise duty 9 10 12 14 23 14 
Other 77 86 100 117 194 115 

Total indirect taxes 1531 1 798 2089 2524 3999 2388 

Post·tax Income 3697 5745 7522 9909 18558 9086 

Benefits In kfnd 
Educatlon 118 60 20 26 31 51 
National health service 3503 3190 3258 3222 3065 3248 
Housing subsi~ 35 56 71 49 22 47 
Rail travel subs dy 3 2 4 5 9 5 
Bus travel subsi~ 67 64 67 59 55 82 
School meals an welfare m1lk 3 2 0 0 1 
Total 3729 3375 3421 3361 3182 3 414 

Final Income 7426 9120 10943 13270 21740 12500 

1 On lde assurance p<&miii!IS. 
2 Cwd laX. domes!ic rates and water c11atQ8S aher decb:Uig dilcxulls 



TABLE 19 (Appendix 1): Household characteristics of declle groups of RETIRED households, 2000-()1 

Decile groups of rollrod households ranked by equlvallsed disposable income All such 
house· 

Bottom 2nd 3rd 4th 5th 6th 71h 8th 9th Top holds 

AVItlgt per household (number) 

People 1.3 1.6 1.5 1.4 1.5 1.6 1.5 1.5 1.6 16 1.5 

Mulls 1.3 1.5 1.5 1.4 1.5 1.5 1.5 1.5 1.6 1.6 1.5 
Men 0.5 0.6 0.6 0.5 0.6 0.7 0.6 0.7 0.7 0.8 0.6 
Women 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.8 0.9 0.8 0.9 

Children 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Economically acllve people 0.0 0.0 0.0 0.0 0.0 0.1 0.1 0.1 0.1 0.1 0.0 
Retired people 1.3 1.4 1.4 1.4 1.4 1.4 1.4 1.5 1.5 1.5 1.4 

People In fiAI·Iime educatlon 0.02 0.04 0.03 0.00 0.00 0.01 0.01 0.01 O.ol 0.02 0.01 

Compolltlon (percentages) 

HouHhold type 

Reil red 

1 adult 71 51 55 57 54 48 57 50 47 44 53 
1 adult men 14 12 14 10 13 13 17 17 , 20 14 
I ldult women 57 39 42 47 41 35 40 33 35 24 39 

2 ()(more adults 29 49 45 43 46 52 43 50 53 56 47 

Household tenure 

Rented 17 30 49 45 50 40 32 27 24 6 32 

Local authority rented 11 23 34 27 30 22 19 19 13 2 20 
Housing association or RSL 3 3 7 11 13 7 7 5 G 2 6 
Other rented unfurnished 2 2 4 3 3 4 2 2 2 3 
Rented furnished I , f 2 I 2 1 I , 
R1111tfrH , 2 3 3 4 2 I 2 2 

Ownef occup1ed 83 70 51 55 50 60 68 73 76 94 68 

With mOi'lgage 2 4 3 3 7 4 4 5 " 5 
Rents/ purchase 
Owned outright 81 66 48 52 46 53 65 69 70 83 63 

Age of chief economic supporter 

Under25 
~r 24 and under 35 
Over 34 and under 45 
Over 44 and under 55 0 I 1 0 I 1 2 1 I 2 1 
Over 54 and under 65 14 8 10 7 10 16 13 12 14 16 12 
Over 64 and under 75 28 38 47 43 41 47 48 47 44 48 43 
Over74 58 53 42 49 49 36 43 41 40 34 44 

Employment status of chief economic supporter 

SeH·employed 1 0 
FuR-time employee 0 0 
Part·tlme employee 0 0 
Unemployed 1 0 
Unoccupied and under minimum NI age 8 8 6 3 7 8 10 8 12 15 8 
Rellredlunoccupied over minimum NI age 91 94 94 97 93 91 90 92 88 85 90 



TABLE 19A (Appendix 1 ): Household characteristics of qulntlle groups of RETIRED households, 2000-01 

Ouinble groups of retired households ranked by equivallsed d1sposable Income All such 
house-

Bottom 2nd 3rd 41h Top holds 

Average per household (number) 

People 1.4 1.5 1.5 1.5 1.6 1.5 

Adults 1.4 1.5 1.5 1.5 1.6 1.5 
Moo 0.5 0.6 0.6 0.7 0.7 0.6 
W011161l 0.9 0.9 0.9 0.8 0.9 0.9 

Children 0.0 0.0 0.0 0.0 0.0 0.0 

Economically active people 0.0 0.0 0.0 0.1 0.1 0.0 
Retired people 1.3 1.4 1.4 1.4 1.5 1.4 

People In full·tlme education 0.03 0,01 0.01 0.01 0.01 0.01 

Composition (percentages) 

Household type 

RQtlred 

1 adult 61 56 51 54 45 53 
I adult men 13 12 13 17 16 14 
I adult women 48 44 38 37 29 39 

2 or more adults 39 44 49 46 55 47 

Household tenure 

Rented 24 47 45 29 15 32 

Loca1authori1y rented 17 31 26 19 8 20 
Housing association or RSL 3 9 tO 6 4 6 
Other renfed unfumished 2 4 4 2 I 3 
Rented tumished I ' ' ' I 1 
Rent free 0 2 4 2 8 2 

Owner occupied 76 53 55 71 85 68 

With morlgagfl 3 3 6 4 8 5 
Rental purchase 
Oovood outright 74 50 50 67 77 63 

Age of chief economic supporter 

Under 25 
Over 24 and un<Jer 35 
Over 34 and un<ler 45 
Over 44 and under 55 1 1 1 1 1 1 
Over 54 and under 65 11 9 13 12 15 12 
Over 54 and under 75 33 45 44 45 46 43 
Over 74 55 45 42 42 37 44 

Employment status of chief economic supporter 

Self·employed 0 0 
Full·time employee 0 0 
Part·time employee 0 0 
Unemployed 1 0 
Unoccupied and under minimum NI age 7 4 7 9 13 8 
Rellred/unoccupied over minimum NI age 93 96 92 91 87 92 



TABLE 20 (Appendix 1): Average Incomes, taxes and benefits by decile groups of NON-RETIRED households WITHOUT CHILDREN, 200D-01 

Oe<:ile groups ol non-retired households without children ranked by equlvallsed disposable Income All such 
house-

Bonom 2nd 3rd 4th 5th 6th 7th 8th 9th Top holds 

Average per household (£ per year) 

Deci/8 points (equivotised £) 9111 12267 15071 18114 20694 23 739 27418 32597 41714 

Number o1 households In lhe population ('OOOs) 1132 1136 1136 1133 1138 1135 1133 1140 1134 1136 11 352 

~Income 2132 5042 10664 16413 21048 ages and salaries 24084 26990 30883 38581 53784 22962 
Imputed income from benefits In kind 24 28 45 69 84 223 388 462 887 2024 423 
Self-employment income .. 213 923 842 809 1 611 2019 1850 2 827 3984 13054 2813 
Occupational pensions, annUities 155 676 850 814 661 1677 1089 1340 1709 2074 1104 
Investment Income 126 257 270 500 413 596 636 1081 1 402 3 319 860 
Other income 259 87 77 71 126 336 63 67 216 86 141 
Total 2909 7013 12 748 18677 23945 28935 31037 36660 46 778 74 341 28304 

Owect benefiiS In cash 
Contribu101Y • 

222 780 924 494 295 665 242 272 290 324 451 Retirement pensron 
Job seeker's allowance (Contribution based) 121 99 60 41 15 12 2 18 4 5 38 
Incapacity benefit 748 1051 939 333 157 267 108 91 31 11 374 
Widows' benefits 100 85 137 115 43 23 70 35 7 67 68 
Statutory Matemity Pay/Allowance 1 1 4 10 4 2 

No!H:onllibutOIY 
596 790 505 165 56 106 27 9 7 226 Income support 

Child benefit 6 6 8 18 16 16 11 8 
Housing benefit 843 858 453 148 87 57 46 8 250 
Job seeker's allowance (Income based) 346 132 96 49 36 3 1 1 3 67 
Invalid care allowance 37 81 M 37 22 15 3 10 26 
Attendance allowance 16 19 65 27 19 38 11 19 
Disabled Persons Ta~ Credit 119 563 574 262 131 177 66 46 33 45 202 
War pensionS/War widows' pensions 5 1 1 1 9 10 18 5 
Severe disablement allowance 33 131 83 84 4 14 35 
lrdlslnal injury cllsablement benefit 32 44 49 27 4 19 4 18 
Student support 170 71 39 32 8 64 198 15 82 25 70 
Govemment training schemes 32 14 5 60 13 3 14 19 2 14 18 
Wor1dng Families Tax Credit 21 6 3 
Other non-contributory benelits 34 18 13 23 1 4 5 10 

T 0181 cash benefits 3461 4 739 4005 1927 927 1482 826 544 481 501 1889 

Gross tncome 6369 11752 16753 20604 24872 30417 31863 37204 47260 74841 30194 

Direct taxes and Employees' NIC 
Income tax 214 736 1 519 2253 3250 3975 4535 5 757 7755 14 210 4420 

less: Tax relief at source' 3 5 5 4 4 5 6 5 10 11 6 
Employees' NI contrlbullons 131 302 652 1022 1368 1 594 1767 2086 2418 2423 1376 
Local taxes2 671 782 782 800 842 886 881 908 997 I 137 869 

less: Council tax benafiVAates rebates 236 188 103 38 30 23 23 25 12 16 69 
TOial 776 1627 2845 4 034 5425 6427 7154 8721 11149 17 743 6590 

Disposable Income 5593 10125 13908 16570 19446 23991 24 709 28483 36111 57098 23603 

Equ/vafised disposable Income 6189 10 720 13642 16532 19 450 22137 25492 29896 36548 60867 24147 

Indirect taxes 
Taxes on 1inal goods and services 

VAT 1064 1154 1472 1603 1898 2 143 2141 2331 2 814 3192 1 981 
Duty on tobacco 287 301 419 374 339 374 318 336 332 198 328 
Duty on beer and cider 101 96 132 154 159 160 170 193 163 169 150 
Duty on wines & spirits 105 80 90 117 153 171 179 189 198 274 156 
Duty on hydrocarbon oils 207 297 337 441 488 582 600 600 733 696 498 
Vehicle excise duly 61 76 102 131 146 163 171 174 181 173 140 
Television licences 98 92 94 107 102 105 103 101 96 107 101 
Stamp duty on house purchase 24 22 30 46 46 59 84 86 111 192 70 
Customs duties 21 24 29 33 38 43 42 46 55 65 40 
Betting taxes 52 47 90 57 76 110 60 64 84 51 69 
Insurance premium tax 13 18 25 28 36 43 40 42 57 72 38 
Air passenger du~ 5 7 7 13 16 19 15 27 49 66 22 
Camelol National ottery Fund 45 55 78 66 78 85 73 77 57 52 67 
Other 3 21 12 10 13 5 8 22 19 24 14 

Intermediate taxes 
Commercial and Industrial rates 149 167 204 227 263 300 293 319 379 454 275 
Employers' NI contributions 239 267 326 363 422 480 470 511 607 727 441 
Duty on hydrocarbon oils 112 125 152 170 197 224 219 239 284 340 206 
Vehicle excise duty 14 16 19 21 25 28 28 30 36 43 26 
Olher 118 132 161 179 208 236 231 252 299 358 217 

T 0181 indirect taxes 2717 2998 3780 4141 4 703 5350 5247 5639 6553 7251 4838 

Poet-tax Income 2876 7127 10 127 12429 14 743 18641 19462 22844 29558 49 847 18765 

Benefits In kind 
Education 1637 597 237 418 307 536 273 86 305 179 477 
NaiJOnal health service 1088 1478 1557 1286 1279 1471 I 126 1160 1216 1122 1278 
Housing subs:% 91 75 54 52 30 9 12 19 12 3 36 
Ratl travel subs y 16 16 17 23 36 36 27 37 33 68 31 
Bus travel subsidy 20 26 25 22 19 18 16 10 6 10 17 
~hool me<J!s and welfare milk 

otal 3051 2 192 1890 1801 1670 2070 1 454 1312 1572 1 382 1 839 

Final Income 5927 9319 12017 14 230 16413 20711 20916 24157 31130 51229 20605 

1 On ltiiiiJrlncollfemums. 
2 Cotn:.i tax, doroostoc: raiDS Md water charges after deducbng discou"ls. 



TABLE 21 (Appendix 1): Average Incomes, taxes and benefits by declle groups of NON·RETIRED households WITH CHILDREN, 200D-01 

Declle groups of non-retired households with children ranked by equivallsed disposable Income All such 
house· 

Bottom 2nd 3rd 4th 5th 6th 71h 8th Top holds 

Average per household(£ per year) 

Decllo points (equlvaflsed £) 7568 9350 11292 13230 16486 17 6()9 20556 24321 31354 

Number of households in the populalion ('OOOs) 724 729 727 728 728 725 726 731 726 729 7274 

Ori~nal Income 
ages and salaries 2364 4940 10204 14 548 19 277 23971 27 835 34 238 42382 55095 23483 

Imputed Income from beoeras in kind 26 58 82 100 473 529 902 1107 2233 551 
SeU-em~oyment income 865 647 1651 1752 2289 2064 2215 2987 4303 24319 4309 
Occupa onal pensions, annuities 13 44 20 146 387 m 206 353 418 429 219 
Investment income 128 121 41 172 293 254 280 615 1462 3 698 706 
Other income 91 187 302 295 247 419 728 327 316 470 338 
Total 3461 5965 12276 16994 22592 27359 31 792 39422 49968 86245 29607 

Direct benefits In cash 
Contrilulory 

Retirement pension 48 115 8 48 129 9 33 47 53 83 57 
Job seeke(s allowance (Contribution based) 147 55 10 44 7 10 7 5 6 29 
lncapaci~efit 371 296 2n 284 322 31 133 38 21 177 
WKII:Ms' efils 33 82 38 57 76 44 8 18 22 38 
Statutory Maternity Pay/Allowance 11 3 14 22 103 124 121 121 147 236 90 

Non-contributory 
Income suppolt 1759 2522 1426 748 308 159 30 50 16 7 703 
Child benefit 1327 1328 1353 1220 1223 1163 1106 1109 1031 1061 1192 
Housing benetll 1066 1496 1038 599 190 119 38 454 
Job seews allowanca (Income based) 521 210 44 40 3 2 9 10 3 9 85 
lnvafld care allowance 48 65 135 128 45 40 19 16 50 
Attendance allowance 19 40 5 15 8 
Disabled Persons Tax Credit 220 261 263 344 287 132 79 67 29 21 170 
War pensions/War widows' pensions 7 6 10 7 6 57 9 

I I I 
Severe <fiSBblement allowance 15 24 75 65 33 27 12 10 12 27 
Industrial Injury disablement benefit 13 15 37 10 14 9 

I 
Student support 101 43 47 88 87 31 75 23 132 27 65 
Govemmen11rainlng schemes 97 12 42 30 18 3 13 21 
Working Families Tax Cred~ 375 655 698 581 532 338 155 117 50 14 351 

I Other non-contributory benefits 12 28 7 4 3 0 35 0 10 0 10 

Total cash benefits 6164 7121 5522 4315 3395 2303 1914 1650 1598 1486 3547 

Grosalncome 9625 13086 17798 21309 25986 29662 33 706 41073 51566 87733 33154 

Direct taxes and Employees' NIC 
Income tax 498 637 1505 2094 2832 3723 4481 6190 8911 16714 4 759 

less: Tax relief at source' 1 2 1 3 4 2 3 4 5 5 3 
Employees' NI contributions 167 304 644 910 1189 1549 1809 2231 2 475 2431 1371 
Local taxes> 836 820 833 850 919 927 996 1066 1153 1346 975 

less: Council tax benefit/Rates rebates 329 274 173 109 32 20 25 27 10 16 101 
Total 1172 1486 2 808 3 743 4904 6176 7259 9457 12525 20470 7000 

Disposable income 8452 11600 14990 17566 21084 23486 26447 31615 39041 67263 26155 

Equivallsed disposable Income sm 851!6 10347 12260 14 390 16459 18958 22388 27323 48889 18533 

Indirect taxes 
Taxes on final goods and services 

VAT 1244 1276 1573 1854 2004 2301 2382 2768 3412 4239 2305 
Duty on tobacco 418 471 487 409 405 333 259 269 174 196 342 
Duty on beer and cider 52 66 83 106 106 138 106 137 148 131 107 
Duty on wines & spirits 55 56 72 70 113 122 106 153 175 250 117 
Duty on hydrocarbon oils 305 306 398 467 546 653 686 734 739 900 571 
Vehicle excise duty 82 81 104 130 152 178 180 200 208 210 152 
Television licences 98 107 132 117 102 116 119 105 109 105 111 
Stamp du~ on house purchase 45 24 29 42 56 74 79 98 127 287 86 
Customs utles 28 27 33 38 43 49 51 57 68 87 48 
Belling taxes 34 30 46 58 50 59 54 81 50 47 51 
Insurance premium tax 18 16 23 30 36 45 44 52 55 76 40 
Air passenger duty 7 3 26 10 20 16 15 35 28 64 22 
Gamelot National Lottery Fund 42 47 58 73 67 72 65 76 59 51 61 
Olher 7 9 19 11 22 32 28 5 15 8 16 

Intermediate taxes 
Commercial and Industrial mtes 191 185 232 266 301 339 350 396 469 605 333 
EmployeiS' NI conttibu1ions 306 296 372 426 482 543 581 634 752 969 534 
Duty on hydrocarbon oils 143 138 174 199 225 254 262 296 351 453 250 
Vehicle excise duty 18 17 22 25 28 32 33 37 44 57 31 
Other 151 146 183 210 237 287 276 312 370 477 263 

Total indirect taxes 3245 3300 4066 4542 4997 5622 5636 6444 7353 9214 5442 

Post·tax income 5207 8300 10925 13024 16087 17864 20811 25171 31688 58050 20713 

Benelits In kind 
Education 5123 4231 4 519 4227 4336 3963 3282 3335 3141 2447 3880 
National health seiVice 2544 2418 2624 2533 2495 2386 2387 2 396 2 411 2482 2 467 
Housing subs~ 112 129 101 44 45 27 27 9 4 6 50 
Rail travel subs dy 16 13 9 17 30 24 36 32 51 90 32 
Bus travel subsldJ 29 15 20 24 26 21 17 19 11 14 19 
SChool meals an weHare milk 276 263 147 73 24 20 4 9 7 4 83 
Total 8099 7069 7420 6917 6956 6441 5753 5800 5625 5044 6512 

Anal income 13 306 15369 18344 19941 23043 24 305 26564 30971 37314 63094 27225 

! ~ fito.~rance promiiJms. 
• -·
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TABLE 22 (Appendix 1): Distribution of households1 by household type, 2000-01 

Retired households Non-Retired households 

2or 
1 adult 1 adult All more t adult t adult All 

Men Women 1 adult adults Men Women 1 adult 

Dlclle groups of houaetlolds ranked 
11y tqUiVIIIMd disposable Income 

Number of households ('OOOa) 

Bottom 126 525 651 350 260 137 398 
2nd 140 435 575 502 192 107 299 
3td 127 481 608 494 147 147 294 
4th 136 335 471 434 139 144 282 
5th 128 242 371 307 155 195 350 

6th 82 208 270 317 216 159 375 
71h 42 112 154 184 260 155 416 
6th 42 81 123 186 305 184 489 
9th 61 47 108 140 369 194 563 
Top 37 49 86 75 451 161 612 

Aft households in population ('OOOs) 900 2516 3416 2988 2 494 1583 4077 

Non-Aotlred households 

2 adults 3ormore 
3or 1 adult 2 adults 2 adults with3 adults All 

more with with with 2 or more with house· 
2 adults adults children 1 chfld chfldren children children OOids 

Dtclle group• of houaetlolds ranked 
by equlvallsed disposable Income 

Number of households ('0001) 

Bollorn 188 110 230 116 221 151 90 2501 
2nd 241 100 322 97 106 124 139 2503 
3td 250 140 185 108 179 128 117 2502 
4th 384 178 149 132 245 98 132 2504 
5th 380 256 120 225 282 108 102 2501 

6th 499 199 106 236 279 92 130 2502 
7th 656 347 60 242 237 95 116 2506 
6th 711 304 59 256 234 59 82 2503 
9th 859 271 33 201 212 41 72 2500 
Top 986 220 25 206 232 32 33 2 506 

All households in population ('OOOs) 5151 2 124 1288 1 819 2227 927 1013 25030 

1 S4HI Appendox 2 for definitions of retiroo housoholds, aduhs and children. 
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TABLE 23 (Appendix 1): Summary of the effects of taxes and benefits, by household type•, 2000-01 

Retlred households Non·Aetired households 

2or 
1 adull 1 adul1 All more 1 adull 1 adult All 

Men Women 1 adull adults Men Women 1 adult 

Average per household (£ per year) 
Original Income 6346 3221 4 045 10389 17840 13839 16286 

plus Cash benefits 4 792 5564 5361 7326 1514 1997 1 702 
Gross Income t t t39 8765 9405 17716 19354 15836 17988 

less Direct taxes and employees· NIC 1741 1021 1211 2493 4 387 3498 4042 
Disposable Income 9398 7764 8195 15223 14967 12337 13946 

EcPvlllised disposable income 15 4()7 12721 13429 14 759 24536 20225 22862 

less lndnoa taxes 1903 1273 1439 3473 2893 2618 2786 
Post·tax income 7495 6491 6756 11750 12074 9719 11160 

plus Benefits in kind 2454 3015 2867 4038 791 837 809 
Final Income 9949 9507 9623 15788 12865 10556 11968 

I 
I 

Non-Retired households 

2 adults 3ormore 
3or 1 adult 2 adults 2 adults wlth3 adults All 

more w~h with wlth2 or more v.ith house-
2adulls adults children I child children chidren children holds 

Average per household (£ per year) 
Original income 32643 40854 8456 32 734 36241 30222 35745 23234 

plus Cash benefits 1649 2832 6059 2022 2629 4486 4249 3494 
Gross income 34 292 43687 14 515 34 756 38870 34 708 39993 26727 

less Direct taxes and employees' NIC 7708 8111 1617 7852 8690 7327 8046 5466 
Disposable Income 26584 34916 12 698 26 904 30 181 27381 31947 21 242 

Equivalised disposable income 25950 22243 12996 21958 20906 15 796 16712 19932 

less Indirect taxes 5350 7534 2 631 5 507 5870 5563 7593 4387 
Post·tax Income 21233 27382 9868 21397 24 310 21818 24354 16855 

plus Benefits in kind 1680 4205 5581 4079 6459 10465 8546 3600 
Final Income 22913 31567 15449 25476 30no 32302 32900 20455 

1 Set Apptndix 2 lor defintions o1 rvCnd hou5eholda. ~ and ct-ild,., 



TABLE 24 (Appendix 1): Average Incomes, taxes and benefits by declle groups of ALL households 
(ranked by UNADJUSTED disposable income), 200()-()1 

Decile groups of all households ranked by equivalised disposable income All 
house· 

Bollom 2nd 3rd 41h 5th 6th 7111 81h 9th Top holds 

Avt"98 per household(£ per year) 

Declle points (equlvalised £) 6125 8467 10874 13611 16884 20232 24688 30389 40202 

Number of households in the population ('OOOs) 2 498 2505 2503 2503 2503 2505 2503 2501 2 503 2506 25 030 

<>tnal ilcOmO 
ages and selanes 445 1069 3081 5919 10573 15068 19835 26736 35525 54786 17304 

Imputed income from benehts 1n kind 19 4 11 16 91 114 242 394 758 1893 354 
SeH-employment Income 109 178 346 702 808 1201 I 930 2313 3026 14698 2531 
Occupational pensions, annuities 409 947 1448 1930 2 072 2 193 2 431 2 346 1999 2428 1820 
tnveslmentlncome 212 256 366 470 616 992 816 1159 1702 3799 1039 
Other Income 66 101 132 149 255 170 302 134 378 168 186 
Total 1260 2555 5384 9186 14415 19739 25556 33081 43389 nm 23234 

Direct benefits in cash 
Contributory 

1179 Retlrement pension 2 116 2539 24a9 1974 1 575 955 635 517 384 1431 
Job seeker's allowance (Contribution based) 42 37 28 45 42 46 10 6 8 13 28 
tncapacit benefit 278 396 298 365 308 330 169 184 63 28 242 
Wtdi:JwS' nefits 58 46 93 49 39 33 47 69 20 26 48 
Statutory Maternity Pay/Allowance 0 2 4 4 15 32 62 36 55 61 27 

Non-contributory 
Income suw:ort 396 825 830 671 412 296 201 88 32 11 376 
Child benell 74 208 250 289 340 451 484 457 484 480 352 
Housing benefit 532 1030 797 628 295 175 79 35 1 357 
Job seekers allowance (Income based) 110 50 115 106 54 50 26 25 8 12 56 
Invalid care allowance 12 19 17 45 70 83 37 17 21 2 32 
Attendance allowance 56 130 216 164 92 57 58 25 31 4 83 
Disabled Persons Tax Credit 60 150 254 359 365 317 180 137 80 52 195 
war pensions/War widows' pensions 6 1 13 91 n 6 26 8 17 15 26 
Severe disablement allowance 14 20 53 40 80 33 54 33 10 3 34 
Industrial injury disablement benefit 4 20 33 27 28 32 11 9 3 3 17 
Student support 23 18 56 30 28 42 38 33 144 97 51 
Government training schemes 10 6 19 26 26 12 6 17 11 21 15 
Worl<ing Families Tax Credit 8 34 101 236 238 m 120 71 40 9 t03 
Other non-contributory benefits 17 32 31 30 40 9 5 6 21 3 20 

Total cash benefits 3 817 5561 5 645 5178 4 125 3 362 25S8 1889 1566 1226 3494 

Gloss Income 5078 8116 11028 14 364 18540 23101 28125 34970 44955 78999 26727 

Dlrec1 taxes and Employees' NIC 
Income tax 131 242 604 1 164 1881 2689 3572 4 900 7078 14335 3660 

less: Ta~ reil et at source' 2 2 4 4 2 4 5 5 7 t1 5 
Employees' NI contributions 38 55 199 366 681 980 t 284 1711 2 218 2 725 1026 
Local taxes• 703 716 763 819 819 887 953 1010 1056 1271 900 

less:Coonat lax benefit/Rales rebates 199 215 162 134 78 58 36 25 18 19 94 
Total 670 796 1400 2211 3301 4494 5767 7590 10328 18302 5486 

Disposable income 4407 7320 9 628 12153 15239 18607 22357 27380 34627 60697 21242 

lndirecl taxes 
Taxes on final goods and seNioes 

VAT 617 693 929 1252 1495 1810 2085 2402 2899 4073 1826 
Duty on tobacco 145 211 274 242 337 323 325 321 305 336 282 
Duly on beer and cider 33 35 57 72 107 118 123 143 164 222 107 
Duly on wines & spirits 52 48 64 87 102 126 126 159 194 298 126 
Duly on hydrocarbon oils 104 122 204 306 358 472 557 646 729 906 440 
Vehicle e~clse duty 42 49 75 95 114 135 168 191 202 224 129 
Television lioences 71 71 85 94 94 104 102 100 103 106 93 
Stamp du~ on house purchase 21 17 27 32 42 49 75 83 106 196 65 
Customs uties 14 16 20 26 31 37 43 49 58 80 37 
Betting taxes 30 30 51 52 59 67 76 61 65 84 57 
Insurance premium tax 11 12 18 22 27 35 42 48 55 78 35 
Air passenger du~ 4 5 4 9 11 18 18 30 36 62 20 
Camelot National otlery Fund 26 37 49 59 64 72 70 78 71 72 60 
Other 2 4 12 7 7 19 15 23 12 31 13 

lntermediale !axes 
Commercial and industrial rates 100 108 140 180 216 255 295 340 404 553 259 
Employers' NI contributions 161 173 224 288 347 408 472 545 647 886 415 
Duty on hydrocarbon oils 75 81 105 135 162 191 221 255 302 414 194 
Vehicle excise duty 9 10 13 17 20 24 26 32 38 52 24 
Other 79 65 110 142 171 201 232 268 319 436 204 

Total Indirect taxes 1596 1808 2459 3117 3765 4463 5071 5n3 6706 9109 4387 

Post-tax income 2812 5512 7 169 9036 11474 14144 17287 21606 27921 51588 16855 

Benefits in kind 
Education 650 698 893 1 072 1423 1661 1769 1641 1861 1846 1351 
National health service 2088 2284 2332 2302 2055 2124 2101 1933 2060 1997 2128 
Housing SUbsidy 58 93 n 64 45 36 18 13 15 9 43 
Rail travel subsidy 7 6 10 10 19 15 25 28 53 71 24 
Bus travel subsi~ 34 42 43 37 31 26 24 23 18 17 29 
School meals an welfare milk 10 43 54 41 35 29 17 4 4 4 24 
To!al 2846 3167 3409 3 528 3608 3892 3955 3643 4011 3943 3600 

Final income 5658 8679 10578 12564 16082 18035 21242 25249 31932 55531 20455 

t On lrte assuronce proml~ms. 
2 Council 13~, domosllo rate$ and water chtuges alter deducting discounts. 



TABLE 25 (Appendix 1): Cross-tabulation of households ranked by disposable Income, unadjusted and equlvallsed, 2001Hl1 

(I) Qulntlle groups 
Oulntlle groups of equlvallsed disposable Income All 

house-
Bottom 2nd 3rd 4th Top holds 

Number of households In the population ('OOOa) 

Ouintile groups of unadjusted 
disposable income 

Bottom 3252 1720 31 5003 
2nd 1387 1662 1387 570 5006 
3rd 336 1256 1955 922 538 5008 
4th 29 344 1388 2241 1001 5004 
Top 24 242 1276 3467 5009 

All households 5005 5007 5003 5009 5007 25030 

(11) Declte groups 
Oecile groups of equivalised disposable Income All 

house-
Bottom 2nd 3rd 4th 5th 6th 7th 8th 9th Top holds 

Number of households In the population ('OOOs) 

Oeclle groups of unadjusted 
disposable Income 

Bottom 1458 879 161 2498 
2nd 578 338 803 756 31 2505 
3rd 222 711 447 61 693 369 2503 
4th 187 267 455 699 46 279 570 2503 
5th 42 184 349 335 688 216 4 612 73 2503 

6th 13 96 161 412 322 728 294 13 466 2505 
7th 27 101 161 424 346 728 397 135 182 2503 
8th 2 19 63 235 381 434 682 437 247 250t 
9th 6 17 53 164 412 571 821 458 2503 
Top 8 17 65 228 568 1620 2506 

All households 2501 2503 2502 2504 2501 2502 2506 2503 2500 2506 25030 



TABLE 26 (Appendix 1): Percentage shares of equlvallsed total original, gross, disposable and post-tax Incomes by quintile groups for ALL 
households', 1978 to 200(}-()12 

1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 

Oflglnal lncome 
3 2 2 3 3 3 3 2 2 Bottom 2 3 2 

2nd 10 10 9 9 8 6 7 7 7 7 7 7 
3rd 18 18 18 17 17 17 17 17 16 16 16 16 
4th 26 27 26 26 26 26 26 27 26 25 26 26 
Top 43 43 44 46 46 47 47 47 49 so so 49 

All hOUseholds 100 100 100 100 100 100 100 100 100 100 100 100 

Groaelncome 
Bottom 9 9 8 8 9 9 9 8 8 7 7 7 
2nd 13 13 12 12 12 12 12 12 11 11 11 11 
3ld 18 18 18 17 17 17 17 17 16 16 16 16 
4lh 23 24 23 23 23 23 23 24 23 23 23 23 
Top 37 37 38 39 39 39 39 40 41 43 43 42 

All hou$eholds 100 100 100 100 100 tOO 100 100 100 100 100 100 

Ollpol8ble Income 
Bottom 10 9 9 9 9 9 10 9 9 8 8 8 
2nd 14 13 13 13 13 13 13 13 12 12 11 12 
3ld 18 18 18 17 17 17 17 17 17 16 16 17 
4th 23 23 23 23 23 23 23 23 23 23 23 23 
Top 35 36 37 38 37 38 37 38 40 41 42 41 

AU households 100 100 100 100 100 100 100 100 100 100 100 100 

Post-tlxlncome 
Bottom 10 10 9 9 9 9 9 9 8 8 7 7 
2nd 14 13 13 13 13 13 13 13 12 12 11 11 
3rd 18 18 17 17 17 17 17 17 16 16 16 16 
4th 23 23 23 22 22 22 22 23 22 22 22 23 
Top 36 37 38 39 39 39 36 39 41 43 44 43 

AI househOldS 100 100 100 100 100 100 100 10Q 100 100 100 100 

1990 1991 1992 1993 19gs...,94 1994-95 1995-96 1995-97 1997- 98 1998-99 1999-00 200Q-01 

OrlginiJ Income 
Bottom 2 2 2 2 2 2 3 2 2 3 2 2 
2nd 7 7 6 6 6 6 7 7 7 7 7 7 
3rd 15 16 15 15 14 15 15 15 15 15 15 15 
41tl 25 26 26 25 25 25 25 25 25 25 25 25 
Top 51 50 50 52 52 51 50 51 51 52 52 so 

AI households 100 100 100 100 100 100 100 100 100 100 100 100 

G1011tncome 
Bottom 7 7 7 7 7 7 7 7 7 7 7 6 
2nd 10 10 11 11 11 11 11 11 11 11 11 11 
3rd 16 16 16 16 16 16 18 16 16 16 16 16 
4th 23 23 23 23 23 23 23 23 23 23 23 23 
Top 44 44 43 44 44 43 43 44 44 44 44 44 

All households 100 100 100 100 100 100 100 100 100 100 100 100 

Dlepoaable Income 
Bottom 7 7 7 8 8 6 8 8 8 7 7 7 
2nd 11 11 11 12 12 12 12 12 12 12 12 12 
3fd 16 16 16 16 16 16 17 18 16 16 16 16 
4th 23 23 23 23 23 23 23 23 23 23 23 23 
Top 43 42 42 42 42 41 40 42 42 42 42 42 

All households 100 100 100 100 100 100 100 100 100 100 100 100 

Poet-tu Income 
Bottom 8 7 7 7 7 7 7 7 7 6 6 8 
2nd 10 11 11 11 11 11 12 11 11 11 11 11 
3fd 15 18 18 18 18 16 16 16 16 16 16 16 
4th 23 23 23 22 22 22 23 22 22 22 22 22 
Top 45 44 44 44 44 43 43 44 44 45 45 44 

All households 100 100 100 100 100 100 100 100 100 100 100 100 

I ~by equiYalised dilj)Oilblt h:cmt. 

2 From 1990 lllis inCludes company w OOnelit and beneficial ho<JS8 P<Jn:llase lOaN lrom tJ11lk11er.. From 1890-87 values are based en tsllmllleS lor the sample g!OIItd up 10 ~ 101<1fs 



I. 

TABLE 27 (Appendix 1): Gini coefficients for the distribution of income at each stage of the tax·benetit system and P90/P10 and P751P251 
ratios for disposable income tor ALL households, 1978 to 2000- {)12 

Glnl coelficionts (per cent) Ratios I or disposable income 

Equivafised tncome 

Original Gross Disposable Post-tax P9M'10 P7SIP25 

1978 43 29 26 28 3.2 1.9 
1979 44 30 27 29 3,3 2.0 
1980 44 31 28 30 3.5 2.0 
1981 46 31 28 31 3.4 2.0 
1982 47 31 28 31 3.3 2.0 
1983 48 32 28 31 3.3 1.9 
1984 49 31 28 30 3.3 2.0 
1985 49 32 29 32 3.5 2.1 
1986 so 34 31 35 3.7 2.1 
1987 51 36 33 36 4.1 2.2 
1988 51 37 35 38 4.4 2.4 
1989 so 36 34 37 4.5 2.4 
1990 52 38 36 40 4.9 2.5 
1991 51 37 35 39 4.8 2.5 
1992 52 37 34 38 4.6 2.4 
1993 53 38 35 38 4.5 2.3 
1993/94 54 37 34 38 4.5 2.3 
1994195 53 37 33 37 4.5 2.3 
1995/96 52 36 33 37 4.2 2.2 
1996197 53 37 34 38 4.4 2.3 
1997/98 53 37 34 38 4.5 2.3 
1998199 53 38 35 39 4.5 2.3 
1999/00 53 38 35 40 4.6 2.4 
2000/01 51 38 35 39 4.5 2.3 

1 1'9011'101s lhe rauoollhe Income at the 90ih poroootile to tho 10th: P75/P25 is the ratio ol lho Income al the 75111 percent~o to tho 25th 
2 From 1990 lhlslncludO<S oompony car benef•tend benellcial house purcl1ase loans from employetl From 1996-97 values are based on estimatO<S lot the sample gr06Sed 10 pop<Jiallon loCals 



APPENDIX 2 

METHODOLOGY AND DEFINITIONS 

The allocation of government expenditure and its 

financing 

1. There are considerable difficulties in moving from the aggregates 

of government expenditure and financing published in the United 

Kingdom National Accounts- the ONS Blue Book- to apportioning 

taxes and benefits to individual households. We can obtain 

information about the types of household that receive cash benefits 

and pay direct taxes through surveys such as the Family 

Expenditure Survey (FES). From 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. But there are other kinds of financing, 

such as corporation tax and government receipts from public 

corporations: no attempt Is made in this analysis to apportion them 

to households because it would be too difficult. Similarly, there are 

other items of government expenditure, such as capital expenditure 

and expenditure on defence and on the maintenance of law and 

order, for which there is no clear conceptual basis for allocation, 

or for which we do not have sufficient information to make an 

allocation. 

Family Expenditure Survey (FES) 

2. The estimates in this article are based mainly on data derived 

from the FES. The FES is an annual survey of the expenditure 

and Income of private households. People living in hotels, lodging 

houses, and in insti tutions such as old peoples' homes are 

excluded. Each person aged 16 and over keeps a full record of 

payments made during 14 consecutive days and answers questions 

about hire purchase and other payments; children aged 7 to 15 

keep a simplified diary. The respondents also give detailed 

information, where appropriate, about income (including cash 

benefits received from the state) and payments of income tax. 

Information on age, occupation, education received, family 

composijion and housing tenure is also obtained. The survey covers 

the whole 12 month period. The Family Expenditure Survey has 

been replaced by the new Expenditure and Food Survey from 

2001-o2 but the analysis in this article uses the 2000-01 FES. 

3. One of the main purposes of the FES Is to produce information 

on household expenditure patterns which is used to derive the 

weights for the retail prices index. The fieldwork is undertaken by 

the Social Survey Division of ONS and by the Northern Ireland 

Statistics and Research Agency. Family Spending 200D-2001, 

published by The Stationery Office in January 2002, shows detailed 

results on expenditure and Income from the 2000-2001 survey, 

and how they vary with household characteristics. The report also 

includes an outline of the survey design. 

4. The number of households in the United Kingdom responding 

to the FES in 2000- 01 was 6,600 (about 1 in every 3,800 

households). The response rate was 58 per cent. 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 available evidence suggests that households containing a 

couple with non-dependent children, those where the head is self· 

employed, and those where the head was born outside the United 

Kingdom, are less likely to co-operate than others (see A 

comparison of the Census characteristics of respondents and non· 

respondents to the 1991 Family Expenditure Survey by Kale Foster, 

Survey Methodology Bulletin, ONS, No 38, Jan 1996). In addition, 

response in Greater London is noticeably lower than in other areas. 

5. The results in the article are based on the survey grossed up so 

that totals reflect the total population in private households in the 

United Kingdom (that is excluding those in institutions such as 

residential homes for the elderly). Households were assigned 

different initial weights based on the non-response in the 1991 

FES. These weights were derived from Census-linked data (see 

"Weighting the FES in Great Britain to compensate for non· 

response: an investigation using census-linked data" by Kale 

Foster). The final household weights were produced using 

specialised software developed by INSEE, the French national 

statistics institute. The control variables used in the grossing system 

were the number of individuals by age (in five year bands) and 

sex; and the number of individuals by region. 

6. The FES is designed primarily as a survey of expenditure on 

goods and services by households. lt has been developed to gather 

information about the income of household members, and is an 



important and detailed source of income data. However, no 
information is collected that would enable a balance sheet of 

income and expenditure to be drawn up for a household over any 
particular period. Much expenditure relates to the two-week period 
after the interview, whereas many income components refer to a 
much longer period (e.g. investment income over the previous 12 

months). FES income does not include proceeds from the sale of 
assets (e.g. a car) or windfalls such as legacies. But recorded 
expenditure might reflect these items, as well as the effects of 
living off savings, using capital or borrowing money. Hence, there 

is no reason why income and expenditure should balance either 
for an individual household or even averaged over a group of 
households. Indeed, measured expenditure substantially exceeds 

measured income for the bottom half of the income distribution. 

Moreover, the difference between income and expenditure is not 
necessarily a measure of savings or dis-savings. 

Unit of analysis 

7. The basic unit of analysis in the article is the household, and 
not the family, individual or benefit unit. A household is defined in 
the FES from 200Q-01 onwards In terms of the harmonised 

definition as used in the Census and nearly all other government 

household surveys since 1981 . This is one person or a group of 

persons who have the accommodation as their only or main 
residence and (for a group) share the living accommodation, that 
is a living or sitting room, or share meals together or have common 

housekeeping. Up till 1999-2000 the FES definition was based 

on the pre-1981 Census definition and required members to share 
eating and budgeting arrangements as well as shared living 

accommodation. The definition of a household was comprising 
people who live at the same address and who share common 
catering for at least one meal a day. The effect of the change is 

fairly small but not negligible. Spending on many items, particularly 
on food, housing, fuel and light, is largely joint spending by the 
members of the household. Without further information or 

assumptions it is difficult to apportion indirect taxes between 
individuals or other sub-divisions of households. 

8. In classifying the households into various types, a child (i.e. a 

dependent) is defined as: 

either aged under 16 

or aged 16, 17 or 18 not married, and receiving full-time 

non-advanced further education. 

Most of the 'extra' adults in households with at least three adults are 

sons or daughters of the head of household rather than retired people. 

9. A retired household is defined 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 defined as 

anyone who describes themselves as 'retired' or anyone over 
minimum NI pension age describing themselves as 'unoccupied' 
or 'sick or injured but not intending to seek work'. 

10. By no means all retired people are in retired households: about 
one in five households comprising three or more adults contains 
retired people, for example, and households comprising one retired 

and one non-retired adult are often classified as non-retired. 

11. 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 ~can be misleading 
for the very small number of cases (4 in 2000-Q1) where a spouse 
is absent from the household at the time of interview. The absent 

spouse may well be working away from home (e.g. on an oil rig), 

or living separately-but contributing financially to the household's 
upkeep. These contributions would be picked up as part of the 

household's original income. Also, it is likely that some households 
will have changed their composition during the year. 

12. Economically active people comprise persons aged 16 or over 

who, at the time of interview, were: 
employees at work; 

employees temporarily away from work through illness; 
temporary lay-off, industrial action, etc; 

on government training schemes; 

self-employed; 
not in employment but who had sought work within the 
last four weeks, or were waiting to start a job already 

obtained. 

Income: redistributlve stages 

13. Stage one: 
Original income plus cash benefits = Gross income. 

Stage two: 
Gross income minus income tax, employees' National 

Insurance contributions and local taxes (see paragraph 

25 below) = Disposable income. 

Stage three: 
Disposable income minus indirect taxes= Post-tax income. 

Stage four: 

Post-tax income plus 'benefits in kind' = Final Income. 



14. The starting point of the analysis is original income. This is 

the annualised income in cash of all members of the household 

before the deduction of taxes or the addition of any state benefits. 

lt includes income from employment, self-employment, investment 

income, occupational pensions and annuities. The term 

'annualised' rather than 'annual' is used advisedly. For instance, 

annualised income from a respondent's 'main job' is not current 

wage or salary multiplied up to an annual value; nor is it the sum 

of income from this source in the twelve month period prior to 

interview. Rather it is an estimate of such income expressed at an 

annual rate based on the respondenfs assessment of his "normal" 

wage or salary subject to his current employment status. 

15. Furthermore, to avoid double counting and to make it consistent 

with the estimate of income from cash benefits (see paragraph 

20), this annualised estimate has to be 'abated' for the number of 

weeks likely to be lost due to unemployment, sickness, etc. This 

figure is taken as the number of weeks so lost in the 12 months 

prior to interview. lt should be noted that regardless of whether 

the respondent is currently working or unemployed the treatment 

is essentially the same, i.e. normal gross wage or salary expressed 

at an annual rate abated as required. 

16. 1n all of this, the crucial determining role of current employment 

status should also be noted. Thus, no employment income would 

be assigned to a respondent whose employment status had 

recently become retired or unoccupied even though he or she may 

have worked for most of the twelve months prior to interview. 

17. About 98 per cent of original income comes from earnings, 

occupational pensions (including annuities) and investment 

income. The tiny bit remaining comes from a variety of sources: 

trade union benefits, income of children under 16, private 

scholarships, earnings as a mail order agent or baby-sitter, regular 

allowance from a non-spouse, allowance from an absent spouse 

and the imputed value of rent-free accommodation. Households 

living in rent-free dwellings are each assigned an imputed income. 

This is counted as employment income if the tenancy depends on 
the job. 

18. In addition to salary, many employees receive as part of their 

Income fringe benefits such as company cars, private medical 

insurance and beneficial loans. The company car benefit, together 

With the benefit from fuel for personal use, has been included in 

the analysis since 1990. This is by far the most important fringe 

benefit accounting for over two thirds of all taxable fringe benefits 

8Ceording to Inland Revenue statistics. The benefit is taken to be 

the taxable income in accordance with Inland Revenue scale 

charges. Inland Revenue Statistics 2001 contains more detailed 

information on taxable fringe benefits and their impact on 

individuals. Although for those earning below £8,500 per year the 

benefit is not taxable, benefit has been allocated to all those with 

a company car regardless of the level of earnings. The calculation 

of this benefit is based primarily on the car price as reported in the 

FES. In any given year, the total amount of benefit will depend on 

the level of scale charges for tax purposes as well as the numbers 

and prices of vehicles in the FES. 

19. The benefit of subsidised loans from employers for house 

purchase has been allocated, since the 1992 analysis. The benefit 

is taken to be the difference between the interest payments on 

such loans as reported in the FES and the interest payments that 

would have been payable at the ruling market rate of interest. 

20. The next stage of the analysis Is to add cash benefits and tax 

credits to original income to obtain gross income. This is slightly 

different from the 'gross normal weekly income' used in the FES 

report. Cash benefits and tax credits include: 

Contributory: 

Retirement pension, part of job seeker's allowance, incapacity 

benefit, widows' benefits, and statutory maternity pay. 

Non-contributory: 

Income support, part of job seeker's allowance, child benefit, 

housing benefit (council tax benefit and rates rebates are treated 

as deductions from local taxes), invalid care allowance, attendance 

allowance, disability living allowance, disabled persons tax credit, 

war pensions, severe disablement allowance, industrial Injury 

disablement benefits, working families tax credit, old persons 

pension, Christmas bonus for pensioners, government training 

scheme allowances, educational support (largely student 

maintenance awards). 

21. Statutory maternity pay is classified as a cash benefit even 

though it is paid through the employer. 

22. Income from short-term benefits is taken as the product of the 

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 benefits, is based on current rates. 

23. Income tax, local taxes and employees' and self-employed 

contributions to National Insurance and National Health services 

are then deducted to give disposable income. Taxes on capital, 

such as capital gains tax and inheritance tax, are not included in 



these deductions because there is no clear conceptual basis for 

doing so, and the relevant data are not available from the FES. 

24. The figures for local taxes include: 

Council tax (for households in Great Britain); 

domestic rates (for households in Northern Ireland); 

and charges made by water authorities for water, 

environmental and sewerage services. 

25. Council tax is shown after deduction of transitional relief and 

discounts to reduce or remove the personal element of the tax 

(e.g. the discount of 25 per cent for single person households). All 

local taxes are shown after the deduction of council tax benefit 

and rates rebates. This brings the treatment in line with that of 

National Accounts which treats such rebates as revenue foregone. 

Up to and including 1995-96 these rebates were included as part 

of housing benefits. 

26. The tax estimates are based on the amount deducted from the 

last payments of employment income and pensions, and on the 

amount paid in the last 12 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 'at source'. 

In 200Q--01 there was only one type of tax relief obtained in this 

way: life assurance premium relief. Where households are eligible 

for these reliefs, imputations are made and deducted from recorded 

income tax payments. 

27. The next step Is to deduct indirect taxes to give post-tax 

Income. Indirect tax on final consumer goods and services include: 

Duties on alcoholic drinks, tobacco, petrol, oil, betting, etc 

Value Added Tax (VAT) 

Customs (import) duties 

Motor vehicle duties 

Air passenger duty 

Insurance premium tax 

Driving licenses 

Television licenses 

Stamp duties 

Fossil fuel levy 

Camelot: payments to National Lottery Distribution Fund 

28. Taxes levied on final goods and services are assumed to be 

fully incident on the consumer, and can be imputed from a 

household's FES expenditure record. For example, the amount of 

VAT that is paid by the household is calculated from the 

household's total expenditure on goods and services subject to 

VAT. 

29. VAT affects the prices of second-hand cars and is therefore 

assumed to be incident on the purchasers of such cars as well as 

on the purchasers of new cars. In allocating taxes, expenditures 

recorded in the FES on alcoholic drink, tobacco, ice cream, soft 

drinks and confectionery are grossed up to allow for the known 

under-recording of these items in the sample. The true expenditure 

in each case Is assumed to be proportional to the recorded 

expenditure. This approach has its drawbacks because there is 

some evidence to suggest that heavy drinkers, for example, are 

under-represented in the FES. 

30. The incidence of stamp duty on house purchase on an owner

occupying household has been taken as the product of the 

hypothetical duty payable on buying their current dwelling 

(estimated from valuations given in the FES) and the probability 

of a household of that type moving in a given year (estimated from 

the General Household Survey). 

31 . Indirect taxes on intermediate goods and services include: 

Rates on commercial and industrial property 

Motor vehicle duties 

Duties on hydrocarbon oils 

Employers' contributions to National Insurance, the 

National Health Service, the industrial injuries fund and 

the redundancy payments scheme 

Customs (import) duties 

Stamp duties 

VAT 

Independent Commission franchise payments 

Landfill tax 

Consumer Credit Act fees 

32. These are taxes that fall on goods and services purchased by 

industry. Only the elements attributable to the production of 

subsequent goods and services for final consumption by the UK 

personal sector are allocated in the article, being assumed to be 

fully shifted to the consumer. Their allocations between different 

categories of consumers' expenditure are based on the relation 

between intermediate production and final consumption using 

estimated input-output techniques. This process is not an exact 

science, and many assumptions have to be made. Some analyses, 

e.g. that by Dllnot, Kay and Keen Allocating Taxes to Households: 

A Methodology, suggest that the taxes could be progressive rather 

than regressive if one were to use different incidence assumptions. 

33. For Tables 2 and 9 of the main 'article, we have constructed a 

measure of expenditure on goods and services from data from 

the FES. Indirect taxes are shown as a proportion both of 



disposable Income and of expenditure. One drawback of comparing 

the incidence of indirect taxes on households at different levels of 

income is that, by whatever measure used, on average, recorded 

expenditure exceeds income apparently available for it by 

significant amounts at the bottom of the distribution. Thus, it has 

been argued that for many households, where, for Instance, income 

fluctuates widely or where it is difficult to measure accurately, a 

measure based on regular household outgoings would be a far 

better indicator of resources available to the household and 

therefore give a better picture of the incidence of indirect taxes. 

34. This measure of expenditure has been customised to be 

analogous to the definition of disposable income used in the 

analysis in order to facilitate these comparisons. For instance, 

because the imputed benefit of company cars and beneficial loans 

will have boosted the figure for disposable income these rtems 

have had to be added to this expenditure measure. Expenditure 

on alcohol, tobacco and confectionery have been grossed up for 

under-recording in line with the treatment of the indirect taxes on 

these items. Payments deemed to be made out of income such as 

superannuation, regular savings, mortgage repayments etc have 

been included and adjusted where necessary but not items such 

as lump sum capital payments in line with the exclusion of capital 

gains and windfalls from income. 

35. 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. The b.enefits 

in kind allocated are: 

State education 

School meals and welfare milk 

National Health Service 

Housing subsidy 

Railway travel subsidy 

Bus travel subsidy (Including concessionary 
fares schemes) 

36. Education benefrt is estimated from information provided by 

the Department tor Education and Skills of the cost per pupil or 

student in special schools, primary and secondary schools, 

universities, and other further education establishments. The value 

of the 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 are 

excluded). No benefit is allocated for pupils attending private 
schools. 

37. The value of school meals and other welfare foods is based 

on their costs to the public authorities. 

38. Data are available on the average cost to the Exchequer of 

providing the various types of health care - hospital inpatient/ 

outpatient care, GP consultations, dental services, etc. Each 

individual in the FES is allocated a benefrt from the National Health 

Service according to the estimated average use made of these 

various types of health service by people of the same age and 

sex, and according to the total cost of providing those services. 

The benefit from maternity 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. 

39. In this article public sector tenants are defined to include the 

tenants of local authorities, Scottish Homes, Northern Ireland 

Housing Executive (NI HE), housing associations and Registered 

Social Landlords. The total housing subsidy includes the 

contribution from central government to the housing revenue 

accounts of local authorities, and grants paid to Scottish Homes, 

the NIHE, housing associations and Registered Social Landlords. 

Within Greater London, the rest of England, Wales, Scotland and 

Northern Ireland each public sector tenant has been allocated a 

share of the region's total relevant subsidy based on the Council 

Tax band of the dwelling. Housing subsidy does not include, rent 

rebates and allowances or local tax rebates. 

40. The rail travel subsidies allocated are the support payments 

made to the train operating companies. The subsidy to London 

and South East services is allocated to households living in the 

area and subsidies to provincial services to households living 

outside the South East, in proportion to households' expenditure 

on rail fares as recorded in the FES. In making these allocations, 

allowances are made for the use of rail travel by the business 

sector, tourists and the institutional part of the personal sector. 

41. In this article, bus travel subsidy covers both the cost of 

concessionary travel schemes for senior citizens and others, and 

subsidies to operators. Separate allocations are made for Greater 

London, the other metropolitan areas and 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. 

42. We must emphasise that the analysis in this article provides 
' 

only a rough guide to the kinds of household which benefit from 

government expenditure, and by how much, and to those which 

finance it. Apart from the fact that large parts of expenditure and 

receipts are not allocated, the criteria used both to allocate taxes 

and to value and apportion benefits to individual households could 

be regarded as too simplistic. 



43. For example, the lack of data forces us to assume that the 

incidence of direct taxes falls on the individual from whose income 

the tax is deducted. This implies that the benefit of tax relief for a 

life assurance premium, for example, accrues directly to the 

taxpayer rather than to some other party, for instance, the seller of 

the policy. lt also implies that the working population is not able to 

pass the cost of the direct tax back to employers through lower 

profits, or to consumers through higher prices. 

44. In allocating indirect taxes we assume that the part of the tax 

falling on consumers' expenditure is borne by the households which 

buy the item or the service taxed, whereas in reality the incidence 

of the tax is spread by pricing policies and probably falls in varying 

proportions on the producers of a good or service, on their 

employees, on the buyer, and on the producers and consumers of 

other goods and services. 

45. Another example is that 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. In fact, the value the recipients 

themselves place on the service may be very different to the cost 

of providing it. Moreover, there may be households in the 

community, other than the immediate beneficiaries, who receive a 

benefit indirectly from the general provision of the service. 

Equivalence scale 

46. The equivalence scale used In this analysis is the McCiements 

scale (before housing costs are deducted). The scales (separate 

ones for before and after housing costs) were developed by Or L 

0 McCiements at the Department of Health and Social Security 

(DHSS) in the mid-seventies, based on expenditure data from the 

1971 and 1972 FES. They are based on the assumption that it is 

possible to estimate equivalence scales from people's spending 

behaviour as recorded in the FES without making any specific 

assumption about the criteria for equivalence. These scales are in 

regular use and an analysis by Banks and Johnson (Children and 

Household Living Standards, IFS, 1993) suggests that the scales 

are as valid now as when they were developed. The scales are 

regarded as plausible and they are well within the range of 

equivalence scales developed at different times in a number of 

countries. Hence their use is fully justified for broad statistical 

standardisation. 

47. The equivalence values are given below: 

bpe of household member 

Married head of household 

(i.e. a married or cohabiting 

couple) 

1st additional adult 

2nd (or more) additional 

adult 

Single head of household 

(adult) 

1st additional adult 

2nd additional adult 

3rd (or more) additional 

adult 

Child aged: 

16-18 

13-15 

11-12 

8-10 

5-7 
2-4 

Under2 

Equivalence value 

1.00 

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 

48. The values for each household member are added together to 

give the total equivalence number for that household. This number 

is then divided into the disposable income for that household to 

give equivalised disposable income. For example, a household 

has a married couple with two children (aged six and nine) 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 equivallsed disposable income is £10,753 

(=£20,000/1.86). 

49. This quantity is used to produce the single ranking used in all 

the tables in this article (apart from the Gini coefficients which 

have to be ranked afresh for each different defintlion of income). 

50. lt is important to note that most monetary values shown in the 

article are ordinary (i.e. un-equlvallsed) £per year, not equivalised 

£per year. Where equivalised values do appear (e.g. the qulntile 

points in Table 16 of Appendix 1 ), they are shown in italics. 
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51. The Gini coefficient is the most widely used summary measure 

of the degree of inequality in an income distribution. 1t can more 

easily be understood by considering a Lorenz curve of the income 

distribution, (see Diagram 2), i.e. a graph of the cumulative income 

share against the cumulative share of households. The curve 

representing complete equality of income is thus a diagonal line 

while complete inequality (with only one recipient of income) is 

represented by a curve comprising the horizontal axis and the 

right-hand vertical axis (see Diagram 3). The area between the 

Lorenz curve and the diagonal line of complete equality, as a 

proportion of the triangular area between the curves of complete 

equality and inequality, gives the value of the Gini coefficient. Thus 

a distribution of perfectly equal incomes has a Gini coefficient of 

zero; as inequality increases (and the Lorenz curve bellies out), 

so does the Gini coefficient until, with complete inequality, it reaches 

its maximum value of 1 (or 100 per cent). 

52. To calculate the Gini coefficient for an income distribution, the 

first step is to rank that distribution in ascending order. All the Gini 

coefficients shown in this article are based on distributions of 

equivalised income, e.g. the coefficient for original income is 

calculated after dividing the original income for all the households 

by their appropriate equivalence values. 

53. Strictly speaking, one could argue that the equivalence scales 

used here are only applicable to disposable income because this 

is the only income measure relating directly to spending power. 

Since the scales are often applied, in practice, to other income 

measures, we are content to use them to equivalise original, gross 

and post-tax income for the purpose of producing Gini coefficients 

Dlagram3 
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(per cent) 

Population share (per cent) 

(and In the tables giving percentage shares of total income). 

However, we do not think it is appropriate to equivalise the final 

income measure because this contains notional income from 

benefits in kind (e.g. state education): the equivalence scales used 

in this article are based on actual household spending and do not, 

therefore, apply to such items as notional income. 

Impact of population weighting 

54. The survey results have been re-weighted and grossed so 

that the population totals reflect the whole household population, 

a process described as population weighting. Different weights 

are applied to different types of households in order to correct for 

over and under-representation of these groups in the responding 

sample of the FES. Population weighting raises the quality of the 

estimates by making the population more representative and by 

improving the allocation of national accounts aggregates to 

individual households. Estimates based on the population weighted 

data set are different from estimates based on the sample. Indeed, 

if they were not, there would be little point in the weighting. The 

effect of weighting on some of the major variables used In the 

analysis was given in the 1997-98 article. More detail about the 

effect of weighting can be obtained from the ONS on request. 

Sampling errors and reliability 

55. 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. This 'sampling 

error' is smallest in relation to large groups of households and 

measures that do not vary greatly between households. 



Conversely, it is largest for small groups of households, and for 

measures that vary considerably between households. A broad 

numerical measure of the amount of variability is provided by the 

quantity known as the standard error. 

56. it Is difficult to calculate these standard errors exactly because 

of the multi-stage design of the FES sample and the population 

weighting, but we have made a good approximation by combining 

the simple random formula with the appropriate design factor from 

the FES analysis. [The design factor is the ratio of the standard 

error using the detailed formula that takes account of the full 

complexity of the sample design and the population weighting to 

the standard error using the simple random sample formula.] The 

most appropriate design factor from the FES work is for 'gross 

normal weekly household income'. The standard error of the mean 

for N households is given by: 

(design factor) • S/..fN 

where the design factor is 0.9 for 200o-o1, and S2 is the 

estimate of the population variance. 

The method of population weighting used for the FES tends to 

reduce sampling error and this is the reason for the design factor 

of less than 1.0 

57. The standard error for normal weekly disposable income of all 

households is slightly more than one per cent of the mean but, for 

the less frequent household types, e.g. 1 adult with children and 3 

or more adults with children, it is likely to be higher. 

58. 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 +or- (1 .96 • standard error) 

where the factor 1.96 corresponds to the 95 per cent 

confidence interval. 

59. The standard errors for the household types are larger than 

for the whole sample, mainly because the sample sizes concerned 

are smaller. For quintile groups of given household types, the 

sample sizes are of course smaller still, which would tend to 

increase sampling variability. On the other hand, the income values 

are by definition in a narrower range which would tend to reduce 

the sampling error. 

60. The 'complex' standard errors for quintile and decile groups 

are quite a bit larger than the simple random sample estimates. 

Previous articles 

61 . This article is the latest in an annual series covering the years 

from 1957 onwards. From 1987 onwards, the articles have used a 

very different methodology, in particular households are ranked 

by their equivalised disposable income. Hence, the results are 

completely incompatible with earlier years. Last year the article 

was published in the April2001 edition of Economic Trends. A list 

of the previous articles was included in the article published in 

March 1997. 

62. The results in all articles are intended to be free standing: they 

were not designed for direct comparison with other years except 

where some limited comparisons were made in the articles. Such 

comparisons are difficult because of changes in definitions, however, 

some broader measures like the Gini coefficients are relatively robust 

and will stand comparison with other years: this year's article gives 

such a comparison for the years 1978 to 2000-01. 
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Estimates presented here describe differences In the level and composition of household sector incomes between geographic regions 
and sub-regions for calendar years 1995 to 1999. At local area level, income differences are described for the period 1997 to 1999. 

Regional figures update the provisional estimates published In July 2001. The estimates published in this article are produced in 
accordance with the European System of Accounts 1995 (ESA95)' and are consistent with the 2001 edition of the UK National 
Accounts· The Blue Book.2 

The estimates show that: 

• The level and composition of Gross Disposable Household Income (GDHI) differs considerably between local areas (Table A, and 
Annex B Table 6). For example, Inner London- Wes1 had a per capita GDHI64 per cent above the UK average, whereas the North 
of Northern Ireland had a per capita GDHI 28 per cent below the UK average over the period 1997 to 1999. 

• Northern Ireland had the lowest per capita Total Household Income in 1999 (Annex B Table 1), but GDHI per capita was lowest in 
Wales at 87 per cent of the UK average (Annex B Table 2). 

• In 1999, sub-regional GOHI per head was highest in Inner London at 128 percent of the UK average and lowest in West Wales and 
the Valleys, where it was 86 per cent of the UK average (Annex B Table 4). 

Table A: Local areas with the highest/lowest Gross Disposable 
Household Income, averaged 1997 to 1999 

Local area (NUTS3) 

Inner London • West 
Surrey 
Buckinghamshire 
OU1er London • South 

GDHI 
per capita 

index UK·=100 

164 
131 
120 
120 

OU1er London · West & North West 119 

UNITED KINGDOM · 100 

Leicester 81 
West & South of Northern Ireland 79 
East Merseyside 79 
Central Valleys (Wales) 76 
North of Northern Ireland 72 

• Excluding GDHI for Extra·Reglo 

GO HI 
as% of total 

household Income 

58 
60 
58 
63 
63 

65 

68 
73 
69 
69 
71 

Regional (NUTS1 )' Household Income 
In 1999, the UK average per capita GDHI was £10,142. Average 

per capita incomes were highest in London at £12,207 and lowest in 
Wales, Northern Ireland and North East (Table B). 

England's Total Household Income equalled £793 billion in 1999 

representing 85.2 per cent of the UK total. Wales accounted for 4.1 

per cent of the UK total, Scotland for 8.2 per cent, and Northern 

Ireland for 2.3 per cent. However, England accounted for only 84.6 

per cent of GDHI, the lower percentage being due to English residents 
making above average per capita payments for tax, social contributions 

and property related expenditures. In contrast, Wales, Scotland and 

Northern Ireland accounted for 4.3 per cent, 8.4 per cent, and 2.5 

per cent respectively of UK total GO HI • higher than their shares of 

Total Household Income (Annex B Tables 1 & 2). 

I The 'Nomenclarure of Units tor Tem/orial Stalistics' geogtaphic classification syslem Is 
doscrlbed In this article 



The redistributive effects on income of the social security and taxation 

systems may be crudely gauged by noting regional differences in 

the levels of the social security receipts of households and the 

taxation payments of households. In each of the lowest Income 

Regions in 1999, (North East, Northern Ireland, and Wales) social 

security receipts and taxation payments were in near balance (Annex 

8 Table Se, and Annex 8 Table 7). In contrast, in each of the highest 

income Regions (London, South East, and East) tax payments were 

over double the level of social security benefits. 

Table B: Regional (NUTS1) Gross Disposable Household Income 
per capita, 1999 

£ Index 
Region per capita UK*=100 

UK ' £10,142 100 
North East £9,018 89 
NorthWest £9,501 94 
Yorkshire & the Humber £9,325 92 
East Midlands £9,409 93 
West Midlands £9,541 94 
East £10,638 105 
London £12,207 120 
South East £11,055 109 
South West £10,073 99 
Wales £8,870 87 
Scotland £9,870 97 
Northern Ireland £8,998 89 

• Exclud1ng GOHI for Extra·RegJo 

Sub-regional (NUTS2) household income 

Of the 37 NUTS2 geographic areas that comprise the UK, Total 

Household Income per capita in 1999 was highest in Inner London 

(£21 ,331 ). This was 69 per cent above the lowest per capita 

income, which was in West Wales and the Valleys (£12,585). 

However, after deducting payments such as taxes, contributions 

to pension funds, social security, and Interest payments, the Gross 

Disposable Household Incomes of these areas were less far apart, 

with Inner London (£12,935) being 47 per cent higher than West 

Wales and the Valleys (£8,791). In Inner London, pensions 

accounted for 6 per cent of Total Income and social security benefits 

for 8 per cent, whereas in West Wales and the Valleys, pensions 

accounted for 14 per cent of Total Income and social security 

benefits for 11 per cent. 

Local area household income (NUTS3), averaged over 
1997 to 1999 

Within some NUTS2 areas there are considerable income variations 

between constituent local areas. For example, in 1999 the NUTS2 

area of Inner London had a GDHI per capita of £12,935, which was 28 

per cent above the UK average. Within this, the NUTS3 area of Inner 

London - East had a GDHI per cap~a averaging only 6 per cent above 

the UK average over the period 1997to 1999, whereas Inner London 

- West had a GDHI averaging 64 per cent above the UK average over 

these years. The geographic pattern of GDHI across NUTS2 and 

NUTS3 areas of the UK is illustrated in figures C and D. 

Of the 133 NUTS3 areas that comprise the UK, Inner London- West 

had the highest GDHI per capita, averaged over 1997 to 1999. The 

NUTS3 area with the lowest GDHI per capita over the same period 

was North of Northern Ireland at 72 per cent of the UK average. In 

this area social security benefits provided 17 per cent of Total Income, 

compared with aUK average of 8 per cent. Taxes accounted for 8 

per cent of Total Income in North of Northern Ireland, compared 

with aUK average of 12 per cent, (Annex 8 Table 7). 

Over 1997 to 1999, the per capita total incomes in Inner London- West 

averaged 76 per cent above the level in adjacent Inner London - East. 

However, householders in Inner London- West made considerably higher 

per capita payments for; taxes (182 per cent higher); National Insurance 

and pension oontributions (69 per cent higher); and property expenditures 

-primarily interest on housing loans- (149 per cent higher). As a result 

of these larger 'outgoings', the per capita Gross Disposable Household 

Income in Inner London-West householders averaged only 55 per cent 

above the level in Inner London -East. 

Although Inner London - West seems to be a higher income area, 

its householders were not uniformly better off than the UK average, 

with significant numbers of people being reliant on social security 

income (excluding Retirement and Widows pensions). Receipts of 

social security benefits were actually 21 per cent above the UK 

average on a per capita basis. However in neighbouring Inner London 

-East, social security benefits were 58 per cent above the UK average 

on a per capita basis providing 11 per cent of the total income of the 

household sector. The local area within the UK least reliant on social 

security was Buckinghamshire, with per capita payments 34 per cent 

below the UK average and providing just 4 per cent of householders' 

total incomes. 



Figure A 
Regional (NUTS1) Total Household Income and Gross Disposable Household Income (GDHI), 1999 
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The areas with the highest and lowest levels of GDHI also differ 
markedly in relation to individual components of income, as shown 
in Table C. 

Table C: Components of Income: Inner London -West, and North 

Included in Annex 8 Table 6 are indices of workplace based Gross 

Domestic Product (GDP) per capita (UK less Exlra-Regio =1 00, 

averaged over 1996 to 1998 - local area GDP figures are not 
available for 1999). GDP is a measure of the goods and services 

production activity occurring in a region. Areas for which the GDHI 

per capita index exceeded the GDP per capita index include: those 
commuter areas where people travel to adjoining areas for work, as 

well as traditional retirement areas such as those on the south coast 
of England. Areas for which the GDP per capita index notably 

exceeded the GDHI per cat,,ta index include: business and industrial 
centres, and areas that ~ Jve commuting in-flows. 

of Northern Ireland 

Income components, £ per capita 
Index UK tessExtra-Reglo = 100, 
averaged over 1997 to 1999 

Compensation of Employees 

Mixed Income 

Gross Operating Surplus 

Property Income 

Pension Income 

Social Security excl. Retirement 

& Widows Pensions 

Total Income 

Taxes paid 

Social Security Contributions Paid 

Property Expenditures 
Gross Disposable 

Household Income 

Inner North of 
London Northern 
- West UK Ireland 

185 100 60 

313 100 90 
262 100 62 

249 100 47 

85 100 49 

121 100 149 
186 100 67 

288 100 45 

182 100 61 
271 100 55 

164 100 72 

0-:) 



Figure C 
Gross Disposable Household Income per capita, 1999, NUTS2 
lnd·ex (UK less Extra-Reglo = 1 00) · 
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FigureD 
Gross Disposable Household Income per capita, averaged over 1997 to 1999, NUTS3 
Index (UK less Extra-Regie "' 1 00) 

.. . ~ 

Gross Disposable Household 
Income per capita 
Index (UK less Extra-Regio = 1 00) 

125 and above 

115 to 124.9 

10510 114.9 

95 to 104.9 

85 to 94.9 

94 9 and below 

1. F1gures tor Caithness and Sutherland and Ross and Cromarty; Inverness and Nalm and Moray, Badenoch and Stranthspey; Lochaber, Skye and Lochalsh, and Argy11 and the Islands have no1 
been estimated separately. This map shows the average per capita index for the oombined group of these NUTS3 areas. 

2. Ftgures for Ellean Slar (Western Isles); Orkney Islands and Shetland Islands have not been estimated separately. Till$ map shows the average per capita index for the combined group of 
these NUTS3 areas. 
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Components of Gross Disposable Household Income -Compensation of Employees (including employee income and 

Geographic areas differ considerably in relation to their main sources 

of income. Differences may partly reflect variation in the proportion 

of each area's population that are: employed, pensioners, welfare 

recipients, and/or recipients of interest and dividend income. Areas 

also differ considerably in relation to the amount of money that 

households spend on: taxes, contributions to pension schemes and 

interest payments (mainly on home loans). 

The amount of money that households have available for consumption 

expenditure or for saving, is known as 'Disposable Income'. This is 

employers' social contributions). Estimation of the geographic 

distribution of this item is primarily based on Inland Revenue's National 

Income Statistics& estimates that are based on a 1 per cent sample of 

Pay As You Earn employee records. This survey provided data on: 

Wages and Salaries; Employee National insurance contributions; and 

Employer National insurance contributions. This data for years 1996 

to 1999 only became available in late 2001 . Previously published 

Household Income estimates, for these years, were based on a 

different methodology that utilised available data from ONS's New 

Earnings Survey, and Short Term Employment Survey. 

equivalent to the excess of householder's income over the costs - Mixed Income (including 'Sole trader' self-employment income, 

associated with their income generating activities including and allowances for smuggling, avoided income, and holding gains, 

employment, property ownership and provision for future pension plus a small inclusion for dwelling rents received. Capital transfers 

income. out of partnerships are included elsewhere). Source data describing 

In the attached tables, income receipts and uses are aggregated as 

follows: 

a) Total Household Income = Gross Operating Surplus + Mixed 

Income+ Compensation of Employees+ Property Income+ Pension 

Income+ Social Security benefits received (other than pensions) + 

Miscellaneous transfers and Insurance claims received 

b) Total Uses =Taxes paid+ Social Contributions paid+ Property 

Expenditures + Miscellaneous transfers and Insurance premiums 

paid 

c) Gross Disposable Household Income (GDHI) =Total Household 

Income· Total Uses 

Methodology and Revisions 

The methodologies and data sources used are substantially the same 

as those underlying the previously published NUTS11evel Household 

Income estimates, and described in the August 2001 edition of 

Economic Trends.3•
4 The estimates have been produced in 

accordance with the European System of Accounts 1995 (ESA95) 

and are consistent with the UK estimates published in the 2001 edition 

of the UK National Accounts· The Blue Book. 

For individual income components the estimation methodology and 

source data are described in the following sections. 

1. Employment Income 

the geographic distribution of this item included: Inland Revenue 

National Income Statistics data (at NUTS1 level) on Sole Trader 

incomes, and Inland Revenue Survey of Persona/Income~ data on 

'self-employment income' (at NUTS3 level). Dwelling rents were 

estimated in relation to the estimated value of householder owned 

dwellings in each local area. Previously published regional household 

income estimates included these dwelling rents within the Gross 

Operating Surplus item, following UK National Accounts practice at 

the time. 

2. Gross Operating Surplus 

This income contribution is primarily a valuation of the 'housing 

services' that householders enjoy from dwellings that they occupy 

as owners. Local area estimates reflect dwelling prices as well as 

the proportion of dwellings in each area that are owner occupied. 

Estimates for each area are based on Land Registry data and 

information from devolved administrations,78.9·10 on the number of 

dwellings in each area (classified by tenure type); sale prices of 

dwellings by type of dwelling"; and Council of Mortgage Lenders 

(CML) Survey of Mortgage Centres12 data on 'mix-adjusted' dwelling 

prices in each region. Dwelling rents received by households are no 

longer included in this income item, (now part of Mixed Income), 

causing estimates to be lower than those previously published. 

3. Property Income 

- Interest, dividends, and transfers from partnerships. The 

geographic distribution of these income items was estimated using: 

Inland Revenue National Income Statistics data on partnership 

incomes; and Inland Revenue Survey of Persona/Incomes data on 
The largest source of Household Income is income from employment. incomes from interest and dividends. 

Tables include estimates of the income in each area from: 



-'Attributed Property Income of Insurance Policy Holders', this 

being householders' financial interest in the earnings of funds 

invested by Insurance companies. This money is mostly held by 

insurance companies as the basis for future pension and other 

payouts. Attributed property income comprises two components: 

'pension' related - which is mainly relevant to non-government 

workers; and 'non-pension' related which is relevant to the population 

in general. The geographic distributions of these income items were 

estimated, respectively, to be the same as the patterns of: 

employment income (private sector only); and of total incomes in 

general. Source data on the number of private sector employees in 

each area was from the Inland Revenue and ONS Labour Force 

Survey.13This methodology resulted in downward revision of income 

estimates for geographic areas that had an above average proportion 

of their workforce in the government sector. 

-Rent receipts are included but relate only to the very small amount 

of income that is from the rental of land and below ground resources. 

Its geographic distribution is assumed to be the same as the pattern 

of population across areas. 

4. Pension Income 

Pensions include the National Insurance Retirement and Widows 

pensions in addition to pensions provided by employers or through 

householder's own financial arrangements. An area may have a high 

per capita pension income due to its pensioners receiving above 

average private pensions, or due to pensioners comprising an above 

average percentage of the area's population. Source data relating to 

the geographic distribution of this item included: inland Revenue 

Survey of Persona/Incomes data on pension incomes in each area, 

and on the number of National Insurance Retirement Pensioners (with 

incomes above the taxable threshold) in each area; demographic 

data from ONS and from the devolved administrations on the age 

distribution of the population in each area; Department of Work and 

Pensions'\ and Northern Ireland Statistical Research Agency, data 

on the number of Retirement and Widows pensioners in each area; 

and data from the Northern Ireland Statistical Research Agency on 

the total amount of Retirement and Widows pension money paid in 

Northern Ireland. 

Pension income estimates differ from those previously published 

due to it not being previously possible to separately identify the 

National Insurance Retirement Pension receipts of taxpayers in each 

local area. Separate geographic patterns can now be estimated for 

the incomes received from government pensions and from 'private' 
pensions. 

5. Social Security Income, (excluding Retirement and Widows 

Pensions) 

Items in this category include Income Support, Housing Benefit, 

benefits related to Invalidity and Incapacity, and other social security 

payments to households. The geographic distributions of these 

income items were estimated using: Department of Work and 

Pensions data, and data from the Northern Ireland Statistical 

Research Agency, describing for each major social security benefit, 

the number of recipients (or the amount of benefit paid) in each 

local area; and demographic data (by age group) from ONS and 

from the devolved administrations describing the age distribution of 

the population in each area. 

6. Taxes Paid 

Taxes included are primarily those on income but also include Council 

Tax and rates as well as taxes on vehicles. The geographic 

distributions of these income items were estimated using: Inland 

Revenue's Survey of Persona/Incomes data on taxes paid in each 

area; Driver and Vehicle Licensing Agency data, and Northern Ireland 

administration data on the number of motor vehicles registered in 

each area; and data from the Department for Transport, Local 

Government and the Regions, and from the devolved administrations, 

on the amount of council taxes, rates and community charge paid in 

each area. 

7. Social Security Contributions 

These include contributions made by employees, employers and by 

the self-employed and unemployed to National Insurance and to 

pension schemes. The geographic distributions of these income 

items were estimated using: Inland Revenue National Income 

Statistics data relating to National Insurance payments by employers 

and by employees, and ONS Labour Force Survey data series. 

8. Property Expenditures 

-Interest payments are primarily on housing loans. The geographic 

distribution of these income items was estimated using: estimates 

of the value of householder owned dwellings in each local area; 

Census 1991 data on the proportion of householder owned dwellings 

that are mortgaged in each local area; and ONS's Family Expenditure 

Survey'5 data (only available at the regional level) on the average 

payment per household on 'interest'. 

- Rent paid for rental of land is a very minor Item and its geographic 

distribution is assumed to be the same as the pattern of population 

across areas. 
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9. Non-Life Insurance: Premiums and Claims 

The geographic distribution of the insurance premium payments sub

items was estimated using: data on numbers of motor vehicles 

registered in each local area; estimates of Incomes in each area; 

and demographic data for each area. For each local area, the 

National Accounting practice was followed - treating the insurance 

industry as providing benefits to householders in the form of a risk 

sharing service, and as payments made on Insurance claims. The 

value of these benefits is estimated as equalling the cost of premiums 

paid in each year. In the attached tables the geographic pattern of 

benefits from insurance is assumed identical to the estimated pattern 

of premium payments. 

10. Miscellaneous Transfers 

- Miscellaneous transfers received include those from: Rest of 

the World, grants from Non-profit Institutions Serving Households 

(NPISH), and grants from central Government. The geographic 

distribution of these receipts was estimated in relation to the size of 

population in each local area. 

-Miscellaneous transfers paid include: court fines, certain government 

fees, transfers to Rest of World and financial transactions involving 

NPISH. The geographic distribution of these payments was estimated 

in relation to the total household income In each local area. 

series, some such data values may be identified as being 'outliers'. 

Such data values have been partially adjusted to bring them more 

into line with the movements In data values for other similar 

geographic areas. lndividual 'outliers' have been replaced by adjusted 

value estimates. This practice replaced a previously used 'moving 

average' methodology. 

European System of Accounts 1995 (ESA95) 

The regional, sub-regional and local area estimates of household 

income published here are consistent with the European System of 
Accounts 1995 (ESA95). ESA95 is based on the System of National 
Accounts 1993 (SNA93) 16 which is being adopted worldwide. The 

European system, which is being adopted by EU member states, is 

consistent with SNA93 but is more specific and prescriptive in certain 

parts. National Accounts Concepts Sources & Methods (1998)11 gives 

detailed descriptions of individual national accounting terminology 

and methods applied in the UK. 

NUTS geographies 

The geographies used in this article are those introduced by the 

ONS In the summer of 1998, following reorganisation of the UK's 

local government structure. 

The Nomenclature of Units for Territorial Statistics (NUTS) provides 

Change in Naming the geographic description of the UK, and its component areas, that 

is used for the production of regional statistics for the European 

-'Total Income' is used in the accompanying tables to refer to the Union. There are five levels of NUTS in the UK. Household Income 

sum of all income items - whereas previous publications have has only been estimated for the first three. These are: 

included an item 'Total Resources' that referred to a summation of 

income items that included only 'net property income' rather than NUTS1 - 12 areas - Government Office Regions in England, and 

the gross sum of all property income items. Scotland, Wales, and Northern Ireland. 

NUTS2- 37 areas- often referred to as 'sub-regions'. 

-'Total Uses', in this publication, is inclusive of property 'outgoings' NUTS3 - 133 areas - generally groups of unitary authorities or 

(mainly interest payments) which in previous publications had instead districts, also known as 'local areas'. 

been deducted from 'Total Resources'. 

- The basis for calculating 'Gross Disposable Household Income' 

has not changed. 

Adjustment of outllers in survey based source data 

Source data sets that are based on sample surveys may contain a 

small proportion of data cells that appear to include sizeable and 

erroneous 'errors'. By examining differences from the previous and 

following year figures, and year on year movements in related data 

Extra-Regie 

The contribution to GDHI of UK embassy staff stationed abroad, 

together with that of UK forces stationed overseas is included in 

the 'Extra-Regio' category rather than being assigned to a land 

area of the UK. Where measures of UK income per capita are 

calculated, including indexes, these are net of the 'Extra-Regia' 

part of total UK income. 



General 

Tables of per capita index values assist income comparisons across 

geographic areas. Where a particular area had its Income index 

series Increase over time, this indicates the area has had an income 

growth rate that, on a per capita basis, exceeded the UK average 

growth rate over the time period. Where an index value declined 

over time, for a particular area, this indicates a slower than average 

rate of increase, on a per capita basis. Index values that decline 

over time are not by themselves evidence that real per capita incomes 

have declined. 

Accuracy 

In most of the published tables, no attempt is made to round estimates 

beyond the nearest £million. In some instances figures appear to 

have more precision than evidence warrants. Reasons for this 

approach are as follows: 

• Rounded figures can distort apparent differences over time or 

between Items. 
• Not rounding beyond the nearest £million aids users who prepare 

derived statistics, by avoiding the accumulation of rounding errors 

which can occur when a number of rounded numbers are 

manipulated. 

The regional accounts estimates are partly based on sample survey 

data and the reliability of the results is related to the sample sizes 

used. This usually means that income estimates for areas with small 

populations are subject to a greater degree of uncertainty than those 

for geographic areas having larger populations. 

The Regional Accounts database 

Further information is available on the National Statistics website at: 

www.statistics.gov.uk/themesleconomy/articleslregionalaccounts.asp 

and on request from: 
Regional Accounts Branch, Office for National Statistics, Room B4/10, 

1 Drummond Gate, London SW1V 2QQ. Tel: 020 7533 5793, 

fax: 020 7533 5799, e-mail: regionalaccounts@ons.gov.uk 

The estimates reported here were prepared with the assistance of 

Amanda Thomas and members of the Regional Accounts Branch, 

and of the Statistics and Research for Regional Policy Branch. 
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Annex A 

Diversity of the Regions 

Scotland, Wales, Northern Ireland and the regions of England are 

all different in character, industrial structure and economic 

performance. The table below shows some of the differences. 

Scotland has the largest area, but has a low population density. 

The London region has by far the smallest area, but the second 

largest population - over 7 million. In contrast, Northern Ireland has 

a population of only 1. 7 million. Variations in the Regions' populatlons 

are reflected in the sizes of their GDP and Household Incomes. 

Key Regional Statistics - Percentages of the UK 

Area Population 
Country I Region 1999 1999 

United Kingdom lessExir.l~o 243820 59.5m 
sq km 

North East 3.5 4.3 
NorthWest 5.8 11.6 
Yorkshire & the Humber 6.4 8.5 

East Midlands 6.4 7.0 
West Midlands 5.3 9.0 

East 7.8 9.1 
London 0.6 12.2 
South East 7.8 13.6 
South West 9.8 8.3 

England 53.4 83.6 
Wales 8.5 4.9 
Scotland 32.0 8.6 
Northern Ireland 5.8 2.8 

The wide variation in the sizes of the Regions makes it difficult to 

compare their economic performance using monetary totals. Data 

tabulated below describes each region's share of the various UK 

totals. Regions with the highest Household Income (or GDP) per 

capita are those that have a percentage of UK Household Income 

(or GDP) that exceeds the region's percentage share of UK total 

population. 

In making comparisons it is important to note the implications of 

regional differences In demographic structures. For example, in 

Northern Ireland, households have a high proportion of children (24 

per cent of the population were aged under 16 in 1999 compared 

with 19 to 21 per cent in other regions). This will tend to depress the 

per capita measures of income and production for Northern Ireland. 

Total Gross Individual Total 
economically Domestic Consumption Household 

active' Product Expenditure' Income 
June·99 1999 1999 1999 

29.1m £786.2bn £586.9bn £929.3bn 

4.0 3.3 3.5 3.7 
11.2 9.9 10.9 10.5 
8.4 7.3 7.7 7.5 

7.3 6.5 6.5 6.5 
9.1 8.1 8.4 8.3 

9.4 10.4 9.3 9.8 
12.3 15.6 15.2 15.4 
14.2 15.5 15.7 15.5 
8.6 7.4 8.1 8.1 

84.4 84.0 85.3 85.4 
4.5 3.9 4.1 4.1 
8.5 8.1 8.3 8.2 
2.5 2.2 2.4 2.3 

• Economic activity covers those people who are either in employment or ILO unemployed. 
# These estimates were published in the August 2001 edillon of Economic Trends. 



Annex 8 

Ust of Tables 

Table 1 Total Household Income by Region (NUTS1) 1995-1999 
- Total Household Income (£million) 
- Total Household Income per capita (£) 
- Total Household Income per capita, UK less ex1ra-Reglo =100 

Table 2 Gross Disposable Household Income by Region (NUTS1) 1995-1999 
- Gross Disposable Household Income (£million) 
- Gross Disposable Household Income per capita (£) 
- Gross Disposable Household Income per capita, UK IO$S exua-Reglo =100 

Table 3 Total Household Income by NUTS 1 & 2 Areas 199S - 1999 
- 3a) Total Household Income (£million) 
- 3b) Total Household Income per capita (£) 
- 3c) Total Household Income per capita, UK 1ess Exlla-Regoo =100 

Table 4 Gross Disposable Household Income by NUTS 1 & 2 Areas 199S- 1999 
- 4a) Gross Disposable Household Income (£million) 
- 4b) Gross Disposable Household Income per capita (£) 

4c) Gross Disposable Household Income per capita, UK ~ess e~ra-Re!r<l = 100 

TableS Gross Disposable Household Income - Components, NUTS 1 & 2: 199S - 1999 (£million) 
- Sa) Gross Disposable Household Income -Components, 1995 
- Sb) Gross Disposable Household Income- Components, 1996 
- Se) Gross Disposable Household Income - Components, 1997 
- Sd) Gross Disposable Household Income- Components, 1998 
- Se) Gross Disposable Household Income- Components, 1999 

Table 6 Gross Disposable Household Income- Components,NUTS3, 
£per capita averaged over 1997, 1998 and 1999, index, UK loss Extta-Aeglo = 100 

Table 7 Total Household Income - Components, NUTS3, composition of total household income, 
per cent averaged over 1997, 1998 and 1999 

l 



Table 1 Total Household lncome1 by Region (NUTS1) 1995-1999 

1995 1996 1997 1998 1999 

Total Household Income (£million) 

United Kingdom z 754140 796674 843244 893466 930887 
Nol1h Easl 28810 30169 31913 32947 34 111 
Nol1hWest 80562 84957 89563 93569 97705 
YOO<shfre and the Humber 57964 61943 64684 68748 70011 

Easi Midlands 49436 52692 55061 57 759 60480 
West Midlands 63732 66702 69466 73736 77569 

East 72767 77164 81804 87 008 90712 
London 109563 116859 126 154 136966 143 088 
South East 114 268 121783 130 769 139224 144133 
South West 61585 64561 68719 72 928 75627 

England 638687 676831 718134 762 887 793 435 
Wales 32551 33981 35209 36592 37 926 
Scotland 63668 66030 68 814 72007 76325 
Northern Ireland 17778 18375 19611 20557 21642 

United Kingdom 1es1 £1.111-Reoo' 752684 795 217 841 767 892042 929329 

Extra·Regiol 1456 1457 1477 1424 1558 

Total Household Income per capita (£) 

United Kingdom 11sa ura-Re9o' 12842 13522 14264 15059 15619 
North East 11059 11601 12 301 12723 13215 
North West 11676 12328 13000 13579 14200 
Yorkshire and the Humber 11525 12301 12 842 13633 13872 

East Midlands 11988 12723 13 247 13853 14430 
West Midlands 12010 12546 13056 13828 14538 

East 13 841 14 579 15336 16181 16 740 
London 15636 16519 17713 19057 19641 
South East 14562 15425 16431 17395 17844 
SouthWest 12759 13335 14093 14 879 15323 

England 13060 13788 14 571 15414 15948 
Wales 11160 11633 12029 12474 12913 
Scotland 12395 12876 13434 14064 14910 
Northern Ireland 10743 11009 11671 12174 12792 

Total Household Income per capita, UK 11ss fxtra.Rogb = 100 

Un~ed Kingdom less Extra·Regio' 100 100 100 100 100 
Nor1h East 86 86 86 84 85 
Nor1h West 91 91 91 90 91 
YO!kslire and the Humber 90 91 90 91 89 

East Mldands 93 94 93 92 92 
West Midlands 94 93 92 92 93 

East 108 108 108 107 107 
London 122 122 124 127 126 
South East 113 114 115 116 114 
South West 99 99 99 99 98 

England 102 102 102 102 102 
Wales 87 86 84 83 83 
Scotland 97 95 94 93 95 
Northern Ireland 84 81 82 81 82 

1. Household Income covers the Income received by households and non-profit Institutions serving households. 
2. Components may not sum to totals as a rosull or rounding. 
3. Excludes Extra·Aeglo: pa~s or UK economic territory that cannot be attached to any particular region. 



Table 2 Gross Disposable Household lncome1 by Region (NUTS1) 199s-1999 

1995 1996 1997 1998 1999 

Gross Disposable Household Income (£mar100) 

Unhed Klngdom' 499059 526693 562454 575 332 604 543 
North Easl 19597 20731 22193 22231 23278 
North West 54 329 57429 61271 62070 65 372 
Yorkshire and the Humber 39 131 41912 44203 45 920 47 061 

East Midlands 32450 34 791 36723 37253 39436 
West Midlands 42127 44196 46546 47689 50909 

East 47373 so 193 53474 54558 57647 
London 70785 75340 81800 84890 66930 
South East 72840 77486 84199 85622 89299 
SoUih West 41542 43160 46375 47664 49718 

England 420175 445 240 476 785 466 097 511651 
Wales 22582 23 533 24 555 25017 26051 
Scotland 42568 43 799 45986 46 871 50529 
Northern Ireland 12707 13075 14056 14 354 15223 

Untled Kingdom less Extra-Regio1 498032 525647 561382 574 339 603453 

Exlra·R~ 1027 1046 1072 993 1090 

Gross Disposable Household Income per capita (£) 

United Kingdom less Extra·Regiol 8497 8938 9513 9 696 10142 
North East 7522 7972 8554 8 585 9018 
NMhWest 7874 8334 8900 9008 9501 
Yorkshire and the Humber 7780 8323 8776 9106 9325 

East Midlands 7869 8401 8835 8935 9409 
Wes1 Midlands 7939 8313 8748 8981 9541 

East 9011 9484 10025 10147 10638 
London 10102 10650 11485 11811 12207 
South East 9282 9814 10579 10698 11055 
South West 8606 8915 9511 9 725 10073 

England 8592 9070 9674 9862 10284 
Wales 7742 8056 8389 8529 8870 
Scotland 8287 8541 8977 9154 9870 
NMhem Ireland 7678 7 834 8365 8500 8998 

Gross Disposable Household Income per capi1a, UK 1e1a e:n.Ri9o= 100 

United Kingdom less Exlra·Regi& 100 100 100 100 100 
North East 89 89 90 89 89 
North West 93 93 94 93 94 
Yorkshire and the Humber 92 93 92 94 92 

East Midlands 93 94 93 92 93 
West Midlands 93 93 92 93 94 

East 106 106 105 105 105 
London 119 119 121 122 120 
South East 109 110 111 110 109 
South Wes1 101 100 100 100 99 

England 101 101 102 102 101 
Wales 91 90 88 88 87 
Scotland 98 96 94 94 97 
Northern Ireland 90 88 88 66 89 

1. Household Income covers the Income reoeived by households and non-profit institutions serving households. 
2. Components may not sum to totals as a result of rounding. 
3. Excludes Extra·Regio: parts of UK economic territory that cannot be attached to any partiCular region. 



Table 3a Total Household lncome1 by NUTS 1 & 2 Areas 

NUTS Level1 
NUTS Level2 

1995 1996 1998 1999 

UNITED KINGDOM' 754140 796674 843244 893466 930887 
England 638687 676831 718134 762887 793435 

North East 28810 30169 31913 32 947 34111 
Tees Valley and Durham 12891 13570 14 256 14 645 15315 
Northumberland and Tyne and Wear 15918 16599 17 657 18302 18797 

North West 80562 84957 89563 93569 97705 
Cumbria 5871 6192 6453 6 752 6885 
Cheshire 12847 13700 14 695 15 452 16349 
Grea1er Manches1er 29459 31199 32955 34522 35617 
Lancashire 16302 17228 18030 18692 19734 
Merseyskle 16083 16639 17430 18151 19120 

Yorkshire and 1he Humber 57964 61943 64684 68 748 70 011 
East Riding and North Uncolnshire 10061 10811 11132 11n9 12072 
Nol1h Yolltshire 9917 10493 10892 11755 12215 

~ I I 
South Yorkshire 13868 14 813 15577 16531 16825 
West Yorkshire 24118 25 826 27083 28683 28898 

Eas1 Midlands 49436 52692 55061 57 759 60480 
Derbys!Vre and Nottinghamshire 22749 24 340 25197 26633 27687 
Leicestershire, Rutland and Northamptonshire 19039 20312 21586 22439 23515 
Lincolnshire' 7647 8040 8277 8 687 9277 

West Midlands' 63732 66702 69466 73738 77 569 
Herefordshire, Worcestershire and WaiWicksrne 16231 16931 17553 18815 19702 
Shropshire and Staffordshire 18 106 18912 19583 20884 22301 
West Midlands 29395 30858 32331 34039 35566 

Eas1 72 767 77164 81804 87008 90712 
East Anglia 27079 28698 29964 31687 32902 
Bedfordshire and Hertfordshire 23871 25177 26846 28736 29842 
Essex 21818 23288 24994 26585 27968 

London 109563 116859 126154 136966 143088 
Inner London 44924 47988 51737 56370 60091 
Outer London 64640 68871 74 417 80596 82997 

South East 114268 121783 130769 139 224 144 133 
Berkshire, Bookinghamshire and Oxfordshire 31914 34 242 36863 39337 40570 
SUrrey, Easl and West Sussex 38397 41122 44530 47802 49746 
Hampshire and Isle of Wight 23612 24 769 26377 27 892 28444 
Kent 20345 21650 22999 24194 25372 

SouthWest 61585 64 561 68 719 72928 75627 
Gloucestersnre, WdtstVre and North Somerset 28645 30081 32212 34239 35303 
Dorset and Somerset 14 745 15581 16629 17700 18688 
Cornwall and Isles of Scilly! 5422 5686 5973 6338 6563 
Devon 12772 13213 13905 14 651 15073 

Wales 32551 33981 35209 36592 37926 
West Wales and the Valleys 20203 21153 21919 22696 23500 
East Wales 12348 12827 13 290 13895 14 426 

Scotland 63668 66030 68814 72007 76325 
North Eastern Scotland 6924 7258 7617 7911 8202 
Eastern Scotland 24 414 25433 26479 27 788 29826 
South Western Scotland 27 895 28 783 30074 31504 33178 
HiW!Iands and Islands 4436 4556 4643 4805 5120 

Northern lrelan<P 17778 18375 19611 20557 21642 

Extra-Regia> 1456 1457 1477 1424 1558 

1. Household income ocwer.1 the income received by households and non-profrt Institutions serving households. 
2. Components may not sum to totals as arosuh of rounding. 
3. This area is represented at more than one NUTS level. 
4. NUTS! area West Midlands includes NUTS2 area West Midlands in addition to the other two NUTS2 areas listed. 
~ ~vtro.R""in lnr.lutloA lhMA n•rls of UK enonnmlc Wrltorv that cannot be allached to any pal11cular re~lon. 



Table 3b Total Household lncome1 by NUTS 1 & 2 Areas 

NUTS level j Total Household Income 
NUTS level2 {£ ~er ca~lla) 

1995 1996 1997 1998 1999 

UNITED KINGDQMt axcl Erua-~o 12 842 13522 14 264 15 059 15 619 
England 13060 13 788 14 571 15414 15 948 

North East 11059 11601 12 301 12 723 13215 
Tees Valley and Durham 11 048 11 640 12245 12580 13172 
Northumberland and Tyne and Wear 11 067 11 570 12346 12839 13250 

North West 11 676 12328 13009 13579 14200 
Cumbria 11974 12623 13112 13700 13998 
Cheshire 13135 13979 14963 15699 16640 
Greater Manchester 11 426 12 113 12814 13394 13821 
Lan~shlre 11431 12092 12 651 13100 13843 
Merseyside 11269 11714 12332 12879 13622 

Yorkshire and the Humber 11 525 12301 12 842 13633 13872 
East Riding and North Lincolnshire 11 315 12 192 12583 13338 13693 
NoM Yorkshire 13574 14282 14 767 15833 16 339 
Sollh Yor1<shlre 10636 11353 11940 12 676 12918 
We14. Yorkshire 11 453 12244 12835 13573 13661 

East Midlands 11988 12723 13 247 13853 14430 
Derbyshire and Nottinghamshire 11433 12208 12613 13305 13797 
Leicestershire, Rutland and Northamptonshire 12507 13260 14023 14 528 15114 
Unll!llnshire3 12499 13055 13364 13941 14 758 

West l.tdiands' 12010 12546 13056 13828 14538 
Her!fordshire, Worcestershire and Warwickshire 13606 14 143 14563 15514 16201 
Shropshire and Staffordshire 12264 12805 13189 14 002 14937 
We~ Mldland.s 11146 11678 12290 12951 13 541 

East 13841 14579 15336 16181 16 740 
East Anglia 12 755 13399 13860 14 528 14983 
Be!l'ordshire and Hertfordshire 15332 16092 17023 18070 18590 
ESS!x 13830 14 682 15 667 16557 17 289 

Londo~ 15636 16519 17713 19 057 19641 
lnnlt London 16781 17722 18970 20419 21331 
Out:r London 14 928 15n3 16933 18207 18 576 

South East 14 562 15425 16431 17 395 17 844 
Ber!shire, Buckinghamshire and Oxfordshire 15587 16575 17673 18 743 19171 
Sul'!!y, East and West Sussex 15318 16323 17501 18 676 19184 
Hanpshire and Isle of Wight 13 556 14131 14 965 15 750 15 970 
Ke11 13115 13902 14 687 15366 15985 

SouthWest 12 759 13335 14 093 14 879 15 323 
Glo;oestershire, Wittshlre and North Somerset 13 476 14093 14 980 15 836 16191 
Oonet and Somerset 12715 13380 14 162 14 994 15 762 
Conwall and Isles of Scilfy3 11232 11764 12251 12 925 13268 
Dei'JO 12063 12 474 13069 13 713 14 021 

Wales 11 160 11633 12029 12474 12913 
Wea Wales and the Valleys 10 779 11309 11727 12153 12585 
East Wales 11845 12 211 12565 13038 13485 

Scotlald 12395 12 876 13434 14 064 14910 
Nom Eastern Scotland 13 540 14233 15016 15693 16262 
Earem Scotland 12904 13447 13976 14 667 15698 
Souh Western Scotland 11 815 12223 12799 13395 14143 
Higtands and Islands 11913 12249 12517 13003 138n 

Northrn lrelandl 10743 11009 11671 12174 12792 

1. Househclj Income covers the Income received by households and non·profit lnslltutlons serving houseMids. 
2. CompontJlls may not sum to totals as a result of rounding. 
8. This areas represented at more than one NUTS level. 
4. NUTS! a!!$ West Midlands Includes NUTS2 area Wesl Midlands in addition to the other two NUTS2 areas listed. 





Table 4a Gross Disposable Household lncome1 by NUTS 1 & 2 Areas 

NUTS Level 1 
NUTS Level2 

1995 1996 1998 1999 

UNITED KINGDOM 2 499059 526 693 562454 575332 604543 
England 420175 445240 476 785 488097 511651 

North East 19597 20731 22193 22231 23278 
Tees Valley and Durham 8 786 9336 9908 9908 10481 
Northumberland and Tyne and Wear 10811 11395 12285 12323 12797 

North West 54 329 57 429 61271 62 070 85372 
Coolbria 3976 4204 4429 4 469 4 642 
Cheshire 8231 8830 9629 9751 10404 
Greater Manchester 19 937 21 165 22604 22980 23956 
Lancashre 10958 11614 12298 12405 13256 
Merseyside 11227 11616 12311 12465 13 113 

Yorilshire and the Humber 39131 41912 44203 45920 47061 
East Riding and North Lincolnshire 6860 7353 7637 7910 8166 
North Yorkshire 6 760 7112 7 418 7788 8080 
Sotrth Yofl(shire 9465 10138 10758 11188 11485 
West Yorkshire 16 047 17 310 18390 19034 19330 

East Midlands 32450 34 791 36723 37253 39436 
Derbyshire and Nottinghamshire 14 999 16187 16 952 17383 18 278 
Leicestershire, Rutland and Northamptonshire 12214 13112 14080 14048 14 859 
Lincolnshire' 5238 5493 5690 5821 6300 

West Midlands' 42127 44196 46546 47889 50909 
Herefordshire, Worcestershire and Warwickshire 10535 10971 11472 11813 12451 
Shropshire and Slaffordshlre 11 911 12488 13110 13557 14 713 
West Midlands 19682 20738 21964 22519 23745 

East 47 373 50193 53474 54 558 57 647 
East Anglia 18070 19123 20095 20442 21471 
Bedfordshire and Hertfordshire 15169 15964 17066 17 420 18302 
Essex 14133 15106 16313 16695 17 874 

London 70785 75340 81 BOO 84890 88930 
Inner London 28662 30440 32972 34130 36439 
Outer London 42124 44900 48828 50759 52491 

South East 72840 n486 84199 85622 89299 
Ber1<shlre, Buckinghamshire and Oxfordshire 19787 21 089 22981 23333 24280 
Surrey, East and West Sussex 24 320 26 115 28 753 29484 30929 
Hampshire and Isle of WIQhl 15407 16096 17246 17486 17942 
Kent 13326 14 186 15 219 t5318 16147 

South West 41542 43160 46375 47664 49718 
Glouoaslershire, Wiltshire and North Somersel 18 918 19638 21 233 21787 22553 
Dolsel and Somerset 9954 10482 11292 11655 12392 
Cornwall and Isles of Scillf ana 3933 4167 4305 4506 
Devon 8891 9107 9682 9918 10268 

Wales 22582 23533 24 555 25017 26051 
West Wales and the Valleys 14189 14845 15 492 15 743 16360 
East Wales 8393 8688 9063 9274 9691 

Scotland 42568 43799 45986 46871 50529 
North Eastern ScoUand 4434 4606 4917 4960 5276 
Eastern Scotland 16 221 16 794 17561 17 881 19492 
South Western Scotland 18912 19350 20374 20874 22326 
Highlands an~ islands 3002 3048 3135 3156 3435 

Nortllem Ireland' 12707 13075 14056 14354 15223 

Exh·Rfgoo' I 027 1046 1072 993 1090 

1. Household income covers the Income received by households and non·proht institutions serving households. 
2. Components may nol sum to totals as a result ol rounding. 
3. This area 1s represented at ffi()(8 than one NUTS level. 
4, NUTS! area West Mldlandli includes NUTS2 area Wesl Midlands in addition to tile other two NUTS2 areas listed. 
5. Extra·Regio includes those parts ol UK economic territory that cannot be attached to any particular region. 
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Table 4b Gross Disposable Household Income' by NUTS 1 & 2 Areas 

NUTS Level I Gross Disposable Household Income 
NUTSLevel2 {£ 2!!: caeilal 

1995 1996 1997 1998 1999 

UNITED KINGDOM2 excl. Exlta-lleglo 8 497 8938 9513 9 696 10142 
England 8592 9070 9674 9 862 10 284 

North East 7 522 7972 8554 8 585 9018 
Tees Valley and Durham 7 530 8008 8511 8 511 9014 
Northumberland and Tyne and Wear 7516 7943 8590 8645 9021 

North West 7874 8334 8900 9008 9501 
Cumbria 8110 8570 8999 9067 9438 
Cheshire 8416 9010 9805 9907 10589 
Greater Manchester 7733 8218 8789 8916 9296 
Lancashire 7684 8152 8630 8694 9299 
Merseyside 7867 8178 8710 8844 9342 

Yorkshire and the Humber 7 780 8323 ana 9106 9325 
East Riding and North Lincolnshire 7714 8292 8632 8957 9263 
North Yorkshire 9253 9680 10057 10490 10808 
South Yorkshlre 7259 mo 8246 8 579 8818 
West Yorl<shire 7620 8206 8715 9007 9138 

East Midlands 7869 8401 8835 8935 9409 
Derbyshire and Nottinghamshire 7538 8119 8486 8684 9108 
Leicestershire, Rutland and Northamptonshire 8023 8560 9147 9096 9550 
Llnoolnshlre' 8 561 8918 9187 9342 10022 

West Midlands• 7939 8313 8748 8981 9541 
Herefordshire, Worcestershire and WaiWickshfre 8831 9164 9518 9740 10238 
Shropshire and Staffordshire 8068 8455 8829 9090 9855 
West Midlands 7 463 7 848 8349 8568 9041 

East 9011 9484 10025 10147 10638 
Easi~ICI 8512 8928 9295 9372 sm 
BedfO«Jshire and HerttO!dshire 9743 10203 10822 10955 11401 
Essex 8959 9523 10226 10398 11050 

London 10102 10650 11485 11811 12207 
Inner London 10706 11242 12089 12 363 12935 
Outer London 9728 10283 11110 11467 11748 

South East 9282 9 814 10579 10698 11055 
Berkshire, Buckinghamshire and Oxfordshire 9664 10 208 11018 11118 11473 
Surrey, East and West Sussex 9702 t0366 11300 11519 11928 
Hampshire and isle of Wight 8845 9183 9785 9874 10074 
Kent 8591 9109 9718 9729 10173 

South West 8606 8915 9511 9725 10073 
Glotx:estershire, Wiltshire and North Somerset 8900 9201 9875 10077 10343 
Dorset and Somerset 8583 9001 9616 9873 10452 
Cornwall and Isles of Sdllf 7827 8138 8547 ana 9109 
Devon 8398 8 597 9101 9283 9552 

Wales 7 742 8056 8389 8529 8870 
West Wales and the Valleys 7 571 7936 8288 8430 8761 
East Wales 8050 8270 8568 8701 9059 

Scotland 8287 8541 8977 9154 9870 
North Eastem Scotland 8670 9033 9693 9839 10461 
Eastem Scotland 8574 8879 9269 9439 10259 
South Westem Scotland 8010 8218 8671 8875 . 9517 
Higtllands and Islands 8062 8195 8451 8541 9310 

Northern Ireland' 7 678 7 834 8365 8500 8998 

1. Household income covers the Income received by households and non·proftllnstitullons serving households. 
2. Components may not sum to totals as a result of rounding. 
3. This area Is represented at more than one NUTS level. 
4. NUTS1 area West Midlands includes NUTS2 area West Midlands In addition to the other two NUTS2 areas listed. 


