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1. Introduction

All households pay taxes of one kind or another, either
directly in the form of income tax, surtax and national
insurance contributions or indirectly through local rates
and the taxes falling on the goods and services they buy.
Much of the revenue from general taxation is used to
finance the various social services, including State educa-
tion, the national health services and housing subsidies,
as well as payments in cash, from which practically all of
us benefit at some stage in our lives. In general, these
benefits can be valued in money terms and apportioned
to individual households. But there are other services also
paid for out of general taxation for which this cannot
usefully be done, such as defence, administration, the
maintenance of law and order and various environmental
services. While few would dispute that the community
as a whole is better off with than without these services,
most people would probably not consider that they
personally derive benefits from them that can be valued
in money terms. There is, none the less, considerable
interest in estimating and comparing the amounts which
different households pay in contributions and taxes of
various kinds and the values of the benefits they derive,
personally and collectively, from the various social
Services.

The estimates presented in this article are based on
detailed information obtained from the Family Expendi-

(1) Estimates for 1957 and 1959, 1961 and 1962, 1963 and 1964,
1965 and 1966, 1967, 1968 and 1969, were published in Economic
Trends in November 1962, February 1964, August 1966,
February 1968, February 1969, February 1970 and February
1971, and additional estimates for low income households in
July 1968.

ture Survey(?) and comprise the incomes received, the
direct and indirect taxes paid, and the benefits received
in cash and in kind by various types of household in
different income ranges. It should be borne in mind,
however, first, that the estimates are derived from a
sample of households and are thus subject to the in-
evitable limitations of a relatively small survey. Secondly,
the survey can only provide information about the effect
of taxes and benefits on the income and expenditure of
private households (it does not cover persons living in
institutions); thirdly, the estimates cover only those taxes
and benefits which can usefully be allocated to individual
households. This article, the eighth of a series, presents
results for 1970,

I1. General notes on the estimates

The Family Expenditure Survey is a sample survey which
has been carried out by the Department of Employment,
with the assistance of the Social Survey Division of the
Office of Population Censuses and Surveys, on a continu-
ous basis since 1957, In each year up to 1966, about
3,000 houscholds co-operated ; from 1967, when the size
of the sample was increased, the number co-operating in
a vear has been about 7,000. (The figure of 6,393 in 1970
is abnormally low because survey work was suspended

(?) For a description of these surveys and the general results, see
Family Expenditure Survey Report for 1970 and similar reports
for earlier years, published for the Department of Employment
by HMSO, and Family Expenditure Survey—Handbook on the
sample, fieldwork and coding procedures by W. F. F. Kemsley,
published for the Government Social Survey (now the Social
Survey Division of the Office of Population Censuses and
Surveys) by HMSO.



for a few weeks at the time of the General Election.)
Every household is asked to give detailed information
about income, including national insurance and other
cash benefits rteceived from the State; payments of
income tax and surtax; the type of dwelling occupied,
the kind of education which any member of the household
is receiving; and so on. Each household is also asked to
provide details of regular items of expenditure, such as
rent and rates, gas, electricity and telephone accounts,
etc.; goods bought on hire purchase during the last three
months; purchases of cars during the last twelve months;
and to keep a full record of all expenditure incurred
during fourteen consecutive days.

On the basis of this information estimates are made of
the taxes paid and benefits received by each household,
some of these estimates depending on the income, size
and circumstances of the household, others (indirect
taxes) depending on its pattern of expenditure. House-
holds are then classified by size-type and by range of
original income, and average taxes and benefits are
calculated for households falling in different income
ranges. Definitions of households, income, and the taxes
and benefits covered, are given in Appendix 1.

ACCURACY OF THE DATA
(i) The size of the sample

The sample is carefully designed to be as representative
as possible of all private households in the United
Kingdom but the results are, of course, subject to
sampling errors. Moreover, despite the increase in the
size of the sample from 1967 onwards, there are still many
cases where the number of households of a given type
in a given income range is small and the averages may
therefore be misleading. For this reason, except in
Tables 5-7 where the full household distributions are
shown, results are not given where there are fewer than
10 households in any range of income.

(ii) Differential response

The Family Expenditure Survey is conducted on a
voluntary basis and in recent years just under 70 per cent
of the households approached have co-operated fully by
providing all the information requested. Households
which do not co-operate may differ in important respects
from those which do. For instance, even among house-
holds of a given type in a given income range, co-
operating and non-co-operating households may differ
in the amounts they pay in direct taxes, in the benefits
they receive in cash and kind, and in their purchases of
tax-bearing items. It is known that there are regional
variations in response levels; there is also some evidence
for believing that the response rate is below the average
for households in the higher ranges of income and for
households without children. However, since it has not
so far been possible to develop a satisfactory basis for
re-weighting the sample to allow for such variations in
response rates, the tables which follow show only averages
weighted by the actual numbers of households in the
sample.

(iii) Estimates of income

A comparison of grossed-up Family Expenditure Survey
results with the corresponding figures in the national
accounts suggests under-estimation of income from
investment and self-employment. As it is not known
whether this is attributable to understatement by respon-
dents or to the differential response mentioned in the
preceding paragraph there is no basis for making
adjustments to the recorded figures.

(iv) Estimates of expenditure

The average expenditure on both aleopholic drink and
tobacco recorded by households in the sample is well
below the level which would be expected from the known
total yields of duties on these items. Even after allowing
for expenditure by residents in hotels, boarding houses,
hospitals and other institutions not covered by the survey,
and also for business expenditure, roughly half the taxes

Income after all taxes and benefits as 2 percentage of eriginal income

1970
TABLE A Percentages
Range of original income: £ per year
Average
Under 3,104 |over all

260 260- | 315- | 382- | 460- | 359- | 676- | 816- | 988- [1,196-|1,448-{1,752-12,122- 2,566-| and | income
above| ranges

All households in the sample 726 227 189 178 141 130 113 | 104 89 86 81 78 78 74 10 34
Retired househelds

1 adult .. .. .. 775 159 150 133 114 108 97 80 219
2 adults .. . .. 693 243 216 i76 144 137 129 | 108 S0 79 74 72 150
Non-retired households
1 adult .. .. .. 398 178 133 123 116 84 77 70 68 60 61 56 65 65 74
Zadults .. .. .. 409 245 190 184 129 124 97 91 78 72 69 68 €6 66 63 71
2 adults, 1 child .. . 116 92 90 81 75 73 7S 72 70 77
2 adults, 2 children .. 17 93 89 83 81 81 77 73 83
2 adults, 3 children .. 128 | 112 | 104 98 90 90 83 T4 92
2 adults, 4 children .- 120 | 105 | 102 108
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Income after direct taxes and benefits as a percentage of original income

1970
TABLE B Percentages
Range of original income: £ per year
Average
Under 3,104 |over all
368 260- | 315- | 382- | 460- | 559- | 676- | Blo- | 988~ |1,196- [1,448-(1,752-(2,122~(2,566-| and |income
above| ranges
All households in the sample 879 282 233 217 178 160 144 | 131 | 114 | 109 |104 99 97 93 86 105
Retired households
1 adult 912 204 180 164 135 128 118 | 108 263
2 adults 857 294 265 225 188 164 162 | 135 | 130 101 | 104 90 188
Non-retired households
1 adult 500 221 169 141 128 108 100 91 87 80 81 78 79 75 94
2 adults .. 530 305 245 222 173 155 128 | 116 | 101 94 91 88 85 83 77 90
2 adults, 1 child 150 | 125 | 115 | 103 97 93 92 89 84 97
2 aduhts, 2 children 4 [ 119 111 | 105 | 100 99 | .94 89 102
2 adults, 3 children 160 | 139 | 127 120 |11 | 109 | 102 20 113
2 adults, 4 children 142 | 128 | 123 130

on drink and a quarter of the taxes on tobacco remain
unaccounted for. This is a common feature of expenditure
surveys both in the United Kingdom and elsewhere. To
compensate for the deficiencies in taxes on drink and
tobacco uniform proportional adjustments have been
made to all the recorded figures of expenditure by each
group of households on all forms of drink and on all
forms of tobacco, to bring average expenditure into line
with the known yields of the duties. This procedure may
well introduce some bias into the results because the
amount of under-reporting of such expenditure may not
be proportional to the expenditure actually reported. But
at present these simple pro rata adjustments to the
reported data are the omnly practicable procedures.
Similar but smaller adjustments have been made to the
recorded figures of expenditure on confectionery, ice-
cream and soft drinks to make the average expenditure
consistent with the yields of purchase tax on these items.

1. Problems of interpretation

The present estimates of the incidence of taxes and
benefits are derived as straightforwardly as possible from
the data on income and expenditure recorded in the
Family Expenditure Survey. The amounts of income tax
and surtax paid by each household are recorded and it is
assumed that the full amount of indirect taxes (including
those on intermediate products) falling on the goods and
services bought by households are included in their
prices. State benefits in cash are taken to increase a
household’s income by the amount of cash received; the
costs of administration are not counted as part of the
benefit. Benefits in kind provided by the State, e.g. the
national health services and state education, are measured
by their net cost to public authorities (i.e. excluding
charges for prescriptions, spectacles, etc.). This is con-
sistent with the treatment of taxes and cash benefits
which are measured in terms of actual additions to, or
deductions from, household income. 1t is also the only
practicable method. A possibly more important limitation
is the absence, at present, of detailed information about
the extent to which each household makes use of the
various national health services, and of some forms of
state education.

vil

Allocation of the whole of the government budget is
not attempted, and the dividing line betwern those taxes
and benefits which are taken into account and those
which are not is to some extent arbitrary. Capital gains
tax and corporation tax are not taken into account be-
cause the definition of household income, broadly
following national accounting conventions, excludes
capital gains and undistributed profits, and also because
in the case of corporation tax the extent to which it falls
on dividends or is passed on in higher prices is not known.

Government expenditure which is not allocated falls
nto three broad categories. The first includes expenditure
on defence, police, prisons and the unavoidable costs of
administration, such as tax collection. There is good rea-
son to exclude these items since they are not immediately
thought of as conferring benefits on individual house-
holds. The second category consists of expenditure on
items such as roads, research and investment grants,
which are part of regional or industrial development
programmes and cannot be allocated because it is im-
possible to assess the extent to which households rather
than other sectors benefit from such expenditure. Al-
though some at least of the benefits to other sectors will
eventually be passed on to houscholds—through, for
instance, improvements in the quality of goods and
services provided, reductions in prices or increased
employment—there is no way of assessing the benefit
nor of allocating it between households. The third cate-
gory includes expenditure on environmental services such
as museums, libraries and parks which, although directly
benefiting individuals and households, cannot be allocated
because not enough is known about variations in the
accessibility of these amenities or the extent to which
different individuals use them.

The procedures adopted in these estimates give a
straightforward picture of the varying incidence of taxes
and benefits on different types of household at different
levels of income. The estimates cannot, and do not-
purport to, show the separate effect of each tax or benefit
on its own. Nor do they purport to show even the direct
effect alone of a change n a particular tax or benefit—
still less of its abolition. To take income tax as an



example, it can reasonably be argued that the observed
distribution of the tax gives no indication of what the
pattern of taxes and benefits would look like in its
absence; the effect of abolishing it would partly depend
on what other changes, if any, were made at the same
time—whether, for example, the tax was replaced by
some other tax of equal yield or whether government
expenditure was reduced by a similar amount. Any
radical change of this kind is likely to cause shifts in the
whole pattern of household incomes and expenditure so
that a complete analysis would be a complex task. The
same point applies to each form of tax and benefit con-
sidered separately and to the sum of all taxes and benefits.

The estimates depict the pattern of household incomes
actually observed in a single year and the benefits received
and taxes paid in that year. Because it can take secveral
years for the effects of changes in taxes and benefits to
work through, the observed pattern necessarily reflects
the consequences of changes in incomes, benefits and
taxes in earlier years. But, despite the assumptions and
limitations of the estimates, they provide a broad picture
of the combined effects of the major taxes and benefits
on households of different types and at different levels of
income. They also provide a useful framework for
assessing the immediate effects of marginal changes in
particular taxes or benefits. Finally, because the approach
followed throughout the period since 1957 has been
fundamentally the same, it is legitimate to compare the
main results for successive years. Over the period as a
whole it is interesting to note the consistency of these
estimates of the distribution of income and the incidence
of taxes and benefits, despite the quite substantial changes
which have occurred in some taxes and benefits.

IV. Comments on the results
General
In the present article results are in general shown only
for 1970. The figures are comparable with those for 1969,
published last year, but not wholly so with those for earlier
years because of the change in the definition of original
income from 1969 which affects the income distribution of

households (see Appendix I). It has, however, been
possible to give figures for some earlier years in Table 4
where only average incomes over all ranges are shown.

The set of tables and charts given in this article includes
all the summary tables and the more important of the
main tables published in previous years. In addition it
includes some new tables and charts which highlight
different aspects of income redistribution.

Tables A-F summarise the main results in percentage
form for non-retired(®) households consisting of 1 adult
and 2 adults with 0-4 children. Separate results are shown
for retired(®) households consisting of 1 or 2 adults. In
the main tables given in Appendix II detailed results are
shown for the 10 main types of household (1 adult, 2
adults with 0-4 children, 3 adults witk 0-2 children, and
4 adults). In some cases results are shown for retired and
non-retired households separately. The 10 types of house-
hold between them account for over 90 per cent of the
sample. Households containing 3 or 4 adults are more
heterogeneous than the others; for example, a household
consisting of three adults may contain a married couple
with a son or daughter over 16 (and possibly still at
school), a married couple plus a single man or woman,
possibly an elderly dependant, or three single persons.
The figures shown for all households combined cover the
10 types of household and also miscellaneous types of
households for which separate results are not shown.

The summary tables

The relative incidence of taxes and benefits as a whole on
households of different types and at different income
levels follows the general pattern shown in the earlier
years: households with low incomes on average gain
much more from benefits than they pay in taxes and
households with high incomes pay more in taxes than they
receive in benefits. Within a given income range the
largest households gain most and the smallest gain least

(®) A retired household is one in which the combined income of
members who are at least 60 and retired amounts to at least
half the total income of the household, (See Appendix I.)

Total taxes as a percentage of original income plus cash benefits

1970
TABLE C Percentages
Range of original income: £ per year
Average
Under 3,104 | over all

260 260- | 315- | 382 | 460- | 559- | 676~ | 816~ | 988~ [1,196-|1,448-|1,752-|2,122-]2,566-| and | income
above| ranges

All households in the sample 25 27 26 26 31 30 33 34 36 37 38 37 36 38 38 36
Retired households .. ..
1 adult .. e .. 21 26 24 28 26 27 33 42 27
2 adufts .. .. - 26 21 23 28 34 28 30 34 44 40 44 39 33
Non-retired households
I adult .. .. .. 31 13 28 25 27 36 35 a9 39 43 42 46 18 36 38
2 adults .. .. . 34 23 28 24 36 29 s a5 36 39 39 38 38 37 39 38
2 adults, I child .. .. 41 13 15 36 38 37 35 35 34 36
2 adults, 2 children .. 29 34 35 36 is 33 35 35 35
2 adults, 3 children .. 34 35 33 36 37 33 35 35 35
2 adults, 4 children .. 5 35 36 34
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Total benefits as a percentage of original income plus cash benefits

1970
TABLE D Percentages
Range of original income: £ per year
-| Average
Und 3,104 over ail
gsgr 260- | 315- | 382- | 460- | 559- | 676- | 816-| 988- |1,196-[1,448-|1,752-|2,122-|2,566] and | income
above| ranges
All households in the sample 114 g1 69 67 57 51 43 37 26 23 20 16 14 12 8 21
Retired houscholds
1 adult 105 57 54 48 36 13 30 26 73
2 adults 107 76 72 65 58 50 47 40 37 22 22 14 60
Non-retired households
1 adult 116 77 | 48 41 15 23 14| 12 7| 4| 4/ 3 3 2 15
2 adults .. . 110 77 68 67 33 46 33 27 17 13 10 6 5 3 2 10
2 adults, 1 child .. 54 26 26 17 14 10 10 7 4 !
2 adults, 2 children 43 27 25 20 17 15 13 8 18
2 adults, 3 children 56 45 36 34 27 24 18 9 28
2 adults, 4 children 52 39 37 42

(or lose most) on balance from all taxes and benefits
combined. These effects are shown in Tables A and B
which give respectively income after all taxes and
benefits and income after direct taxes and benefits as
percentages of original income. The percentages for non-
retired households are in general lower than those for the
corresponding retired households.

By convention, a tax is termed progressive if, in general,
it absorbs a larger proportion of high than of low in-
comes, and regressive if it absorbs a smaller proportion
of high than of low incomes. Similarly, a benefit is
termed progressive if, in general, 1t forms a larger
proportion of Jow than of high incomes (this 15 true
of ali benefits included in these estimates). All taxes and
benefits combined are progressive in the sense just
defined, and alse in the sense of favouring large as
against small households. (See Tables A and B.)

Table C shows direct and indirect taxes combined as a
percentage of original income plus cash benefits (this
denominator is chosen because some cash benefits are
taxable). All taxes combined are seen to be only slightly
progressive: indeed over a wide range of income the
percentages are remarkably constant for the same type
of household and do not show very much vanation even
between houscholds of different types. The explanation
is that while income tax and surtax are progressive
(Table F) the present national insurance employees’
contributions (particularly the flat rate contributions} are
mildly regressive and indirect taxes as a whole (shown as
percentages of income after direct taxes and benefits in
Table E) are also if anything mildly regressive. The
substantially smaller percentages shown in Table C for
the households without children in the lowest ranges of
income may be partly explained by the fact that these
groups of households, even when not classified as retired,
contain large numbers of retired persons who are not
liable for national insurance contributions, [t is worth
mentioning that, while for the groups of households for
which estimates are shown in Table C total taxes as a
proportion of income show comparatively small varia-
tions, the proportions of income paid in taxes by indivi-
dual households in each of these groups often show wide

variations. In particular, the proportion paid in indirect
taxes is likely to vary according to how much the house-
hold spends on alcoholic drink, tobacco and petrol.

Social service benefits as a whole are very progressive
and each of the benefits included in these estimates is
progressive, favouring both househelds with low incomes
much more than those with high incomes and larger
households more than smaller households. Tt is mainly
because flat rate benefits form a much larger proportion
of low than of high incomes that benefits as a whole are
much more progressive than taxes as a whole (Table D).

Benefits in cash, as a proporticn of income, decline
markedly as income rises and so are very progressive
(see Table F). The proportion of cash benefits to income
also increases as the number of children in the household
increases and so they are progressive in this sense as well.
(The high proportions of income shown for I and 2 adult
non-retired households in the lower income ranges are
partly explained by the presence of some retired people
in many of these households.) Benefits in kind, as a
proportion of income, decline (though less markedly than
cash benefits) with increasing income and are progressive
both in this sense and {more so than cash benefits) in the
sense of forming a higher proportion of the income of
large than of small households. A substantial proportion
of benefits in kind (health services) can only be allocated
on a rough basis, in the absence of detailed information
about the extent to which different people make use of
these services (see Appendix I).

The main tables

Table 1 shows estimates of the average incomes at different
stages and the average amounts of taxes paid and benefits
received by each of the 10 types of household, and by all
households combined, in different income ranges. The
number of households of each type in each income range
is also shown. The separate figures shown for retired and
non-retired households consisting of 1, 2 and 3 adults(*)
emphasise the differences between both direct taxes and

(%) There were not encugh 3 adult retired households to be shown
separately.



benefits for the two classes, because of the circumstances
of the households, and indirect taxes, because of the
differences in their expenditure patterns. The only in-
direct benefits taken into account are housing subsidies,
which are small in comparison with other benefits. These
subsidies form a declining proportion of increasing
income and are thus progressive. The largest proportion-
ate gains from all taxes and benefits occur among the
households without children, mainly because these house-
holds predominate in the lowest income ranges. The
sample includes very few households with children with
an average original income of less than £600 a year. The
only such households occurring in sufficient numbers to
be shown here (at least 10 households in an income
range) are those consisting of 2 adults with 1 or 2
children with incomes under £260.

It must be remembered that results referring to a small
number of households may not be very representative
and even those referring to larger numbers may be
considerably influenced by one or two, possibly un-
typical, households. For instance, one household con-
taining a student with a large educational grant may
considerably influence the average benefits received;
another may bhave bought an expensive durable item in
the survey period and the purchase tax included in the
price, when converted to an annual rate of payment, may
be very large. It is always advisable, therefore, to look
at the general run of figures for families in several
adjacent income ranges.

Table 2 shows the estimated amounts paid under the
main headings of indirect taxes expressed as percentages
of " income after direct taxes and benefits (broadly
equivalent to disposable income pfus benefits in kind).

Both local rates and duties on tobacco absorb a larger
proportion of income at the lower than at the higher
income levels and so are clearly regressive. The propor-
tion of income paid in taxes on alcoholic drink fluctuates
between different income ranges; if differential instead of
pro rata adjustments had been made 1o these taxes their
incidence might have appeared different so that it cannot
definitely be said that these taxes as a whole are cither
progressive or regressive. A more detailed analysis

reveals, however, that duties on beer are slightly regres-
sive. The incidence of purchase tax seems, en the whole,
to be more or less neutral. Indirect taxes on intermediate
products, are, in general, mildly repressive. Within a
given income range, indirect taxes as a whole generally
form a lower proportion of the income of larger house-
holds than of smaller households (Table E); the corres-
ponding propertions of income are noticeably smaller
for local rates and drink over most income ranges.

A comparison of the figures for retired and non-retired
households shows that in most ranges of income the
proportions of income paid in local rates tend to be
slightly higher for the retired househoids. On the other
hand, purchase tax and duties on tobacco generally form
larger proportions of the income of non-retired house-
holds. The proportions paid in intermediate taxes, which
fall on expenditure as a whole, show little difference as
between the two classes of household.

Table 3 shows the values of the first and fourth quintile
and median incomes at four stages of income viz. original
income, original income plus cash benefits, income after
direct taxes and benefits and income after all taxes and
benefits, separately for each of the 10 types of household
and for all households (retired and non-retired combined),
and for the non-retired households consisting of 1, 2 and
3 adults in 1970. The lowest (highest) quintile is the in-
come such that one-fifth of the households in question
have lower (higher) incomes; the median is the income
such that one half of the households in question have
lower (higher) incomes. Quintiles and medians are shown
in absolute terms in columns 1-3 and as percentages of
original income in columns 4-6 of the table. In general,
the median is reduced after all taxes and benefits. A
comparison of the medians at the stages of original
income and income after all taxes and benefits for
households consisting of 2 adults (non-retired) and 2
adults with varying numbers of children shows that the
reductions caused by all taxes and benefits become
progressively smaller as the size of the family increases
(for 2 adults 4 children the median shows an increase
after taxes and benefits). This pattern is repeated for
the 3 adult households with varying numbers of
children. The lowest and highest quintiles of income are

Indirect taxes as a percentage of income after direct taxes and benefits

1970
TABLE E Percentages
Range of original income: £ per year
Average
Under 3,104 [over all
260 260- | 315- [ 382- | 460- | 559- | 676- | Bl6-| 988- |1,196-1,448-11,752-(2,122-12,566-| and | income
above| ranges
All households in the sample 20 21 20 19 22 20 22 22 23 22 23 22 21 21 19 21
Retired households
1 adult .. .. .. 18 22 19 21 16 16 18 | 26 9
2 adults .. .. .. 21 17 20 22 24 17 21 21 32 22 29 20 22
Non-retired households .
1 adult .. .. .. 22 22 23 14 17 23 24 23 24 25 26 28 18 13 22
2 adults .. . .. 25 20 23 19 28 22 25 23 24 24 25 24 23 21 18 22
2 adults, 1 child N 24 27 22 23 23 22 20 19 16 2l
2 aduits, 2 children .. 21 23 pal 21 21 19 18 18 20
2 adults, 3 children .. 22 21 19 20 20 17 19 18 19
2 adults, 4 children .. 19 19 19 19




in general much closer to the medians after allowing for
benefits and taxes: this is illustrated in percentage terms
by the changes shown in the seventh and eighth columns
of the table. The raising of the lowest quintile and the
lowering of the highest quintile relative to the median
illustrates the extent of redistribution at each stage of
income. For each type of household, direct benefits,
particularly cash benefits, have the greatest influence on
the distribution of income at the lower levels of income,
and for non-retired households, income tax and surtax
at the higher levels.

A comparison of the effects of all benefits and taxes at
each end of the distribution for each of the 10 types of
household shows that the greatest effect in absolute terms
occurs at the lower end of the distribution of the 2 adult
households (the difference between the first quintile and
the median is reduced by £631). This is partly because of
the large number of retired households of this type. The
corresponding difference for the 2 adult non-retired
households is only £322. In percentage terms the effects
of taxes and benefits shown in the seventh and eighth
columns of the table are very large at the lower end of the
distribution of the 2 adult households and at both ends
of the distribution of the 1 adult households, in each case
taking retired and non-retired households combined. The
corresponding effects for the non-retired households alone
are much smaller. Apart from the 1 adult and 2 adult
households already mentioned, it cannot be said that for
households in general the proportionate changes are
substantially larger at one end of the distribution than at
the other,

Table 4 compares the changes which have occurred
between 1961 and 1970 in the average incomes before
and after taxes and benefits of all households of each of
the 10 main types, and of all households combined.
Additional figures are shown for non-pensioner house-
holds(®) consisting of | and 2 adults. (It is not possible
to show figures for non-retired househelds alone over the
whole period because the classification into retired/non-
retired is not available for years before 1967.)

Direct benefits, particular!y national insurance benefits,
have increased substantially over this period; taxes,
particularly national insurance contributions and various
kinds of indirect taxes, have increased also but to a lesser
extent, so that, on balance, the changes will have favoured
households with relatively low compared with those with
relatively high incomes.

The averages for original income and income after all
taxes and benefits have been shown under both old and
new definitions. For the two earlier years (1961 and 1965)
figures for income after all taxes and benefits under the
new definition were estimated roughly and are shown in
brackets. The difference between old and new figures for
average original income represents the average amounts
of employers’ contributions to national insurance and
national heaith services (corresponding directly with the
employees’ contributions paid) for that type of house-
hold. The difference between old and new figures for
income after all taxes and benefits represents the average
amount of employers™ contributions now included in the

(%) i.e. retired and non-retired but exciuding pensioner households.
(See Appendix 1.)
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intermediate indirect taxes allocated to that type of
household, together with the (very small) reduction in
benefits now that education bendfit is no longer attributed
to children in private schools.

From the results shown for the four years in columns
5-8 of the table it is apparent that for most types of
household both income after direct taxes and benefits
and income after all .taxes and benefits declined as
percentages of original income between 1961 and 1970.
The corresponding percentages of original income shown
for 1965 are sometimes intermediate between those for
1961 and 1969 and sometimes higher than those for 1961,
The figures in the last four columns of the table show the
combined effect of the changes in original income and tae
impact of taxes and benefits since 196], and can be
derived from the figures shown in columns 5-8 and
9-11(%). It will be seen that single adult households of all
types combined and households with 3 or 4 children
showed very substantial gains compared with the gains
for the other types of household.

Tables S, 6 and 7 show the distribution of households
co-operating in the Family Expenditure Survey in [970
classified respectively by original income, income after
direct taxes and benefits and income after all taxes and
benefits. A comparison of the three tables shows the
extent of the redistribution of income which takes place
within each type of household as a result of direct taxes
and benefits and all taxes and benefits. (See Charts 2 and
3 below.)

The tables published in this article present a selection
of the material which is analysed each year. Readers who
are inferested in further analyses, e.g. for households
classified by ranges of net household income (Tables 6-8
in the corresponding article for 1969) are invited to write
to the Press and Information Service of the Central
Statistical Office.

Charts 1, 2 and 3

Chart 1 shows the broad effects on the main types of
household of the main groups of taxes and benefits
expressed as percentages of original income plus cash
benefits. In part (i) the households (all non-retired) are
arranged so as to highlight the effect of each additional
child. In part (it) results are shown for households with-
out children so that comparisons can be made between
{a)} non-retired households with I, 2 or 3 adults (b} re-
tired households consisting of | or 2 adults. The diagram
for 2 adult non-retired households is shown for con-
venience in both parts of the chart.

Chart 2 shows the distributions of several types of
household classified by original income superimposed on
the corresponding distributions classified by (i) income
after direct taxes and benefits and (ii) income after all
taxes and benefits., The diagrams iliustrate the extent to
which taxes and benefits reduce the inequality in the
distributions of original income,

(%) See also the footnote to Table 4.



Direct benefits and taxes as percentages of original iccome plus cash benefits

1970
TABLE F Percentages
Range of original income: £ per year N
Average
Under 3,104 | over all
260 260- | 315- | 382- | 460- | 559- | 676- | 816- | 988- |1,196-|1,448-|1,752-2,122-|2,566- and | income
above| ranges
Cash benefits
All households in the sample 86 58 51 47 38 32 25 20 11 g 6 4 3 3 2 9
Retired households
1 adult .. .. .. 88 47 42 38 28 26 25 21 61
2 adults .. .. 86 62 58 52 46 40 39 30 29 17 18 11 48
Non-retired households
1 adult .. .. .. 72 44 40 32 21 12 10 7 3 1 1 1 2 1 9
2 adults .. .. .. 75 63 55 48 39 32 21 18 9 6 4 2 2 [ 1 5
2 adults, 1 child .. 16 10 8 3 2 2 { — — 3
2 adults, 2 children .. 20 8 6 4 k) 2 2 1 4
2 adults, 3 children . 22 10 11! 8 6 4 4 2 7
2 adults, 4 children .. 11 10 8 12
Benefits in kind
All households in the sample 25 22 i6 19 18 17 17 16 14 14 13 11 10 9 6 11
Retired households
1 adult .. .. .. 14 11 9 8 8 6 6 5 10
2 adults .. .. .. 18 15 i3 13 12 10 9 8 7 5 4 4 11
Non-retired households
1 adult .. .. .. 42 30 6 7 10 9 4 3 3 2 2 1 1 1 5
2 adults .. .. 31 14 13 16 12 12 11 8 7 6 4 4 3 2 2 4
2 adults, 1 child .. 36 15 17 13 1 8 8 7 4 10
2 adults, 2 children .. 21 18 18 15 [2 12 11 7 13
2 adults, 3 children .. 31 33 24 25 20 19 14 7 20
2 adults, 4 children .. 38 29 28 28
Income tax and surtax
All households in the sample — 2 3 3 5 7 6 7 8 10 I1 12 13 15 9 13
Retired households
1 adult .. . .. — 2 5 7 10 12 17 1% 7
2 adults .. . . — 2 1 4 10 11 9 i4 14 21 19 23 12
Non-retired households
1 adult .. .. .. — 5 5 10 7 10 g 5 14 18 17 2i 21 25 16
2 adulis .. ‘- ca — i 1 1 2 4 6 8 10 13 12 13 %] 1] 23 i5
2 adulis, 1 child .. . 5 | —1 6 8 11 13 13 15 18 12
2 adults, 2 children .. I 3 8 10 11 12 16 17 12
2 adults, 3 children .. 3 4 7 10 12 12 i3 17 11
2 adults, 4 children . 6 9 i1 10
Nationalinsurance contributions
All households in the sample — — — 1 2 2 3 4 4 5 4 4 4 4 3 3
Retired households
1 adult .. .. .. — - — —_ — — — — —_—
2 adults .. .. .. — — —_ — — — — — —_ 1 — i —
Non-retired households
1 adult .. .. .. 1 1 — 2 3 4 4 5 5 5 4 4 3 1 3
2 adults .. .. .. I — — i 4 3 4 4 5 5 4 4 4 4 2 4
2 adults, 1 child .. .. 5 5 5 5 5 4 4 3 2 4
2 adults, 2 children 4 5 5 4 4 3 3 2 4
2 adults, 3 children 4 5 4 4 4 3 3 2 3
2 adults, 4 children 5 4 4 3

xii



Chart 3 shows the cumulative distributions of income
before and after all taxes and benefits for six types of
nen-retired households. In these diagrams the total in-
come accruing to households with incomes above a
certain level is expressed as a percentage of the total
income of all households of the same type and plotted
against the percentage of the total number of households
receiving these incomes. In each case the nearer the
resultant curve is to the diagonal in the diagram the more
equal the income distribution. It will be seen that the

distributions of original income for the households con-
sisting of 1 adult or 2 adults alone are much more unequal
than those for the households with children. However,
taxes and benefits reduce substantially the inequality in
the incomes of the houscholds without childrén; the
effects of taxes and benefits on households with children
are less dramatic but the reductions in inequality get
progressively larger as the number of children in the
household increases.

Central Statistical Office and
Department of Health and Social Security

APPENDIX 1
Definitions of households, incomes, taxes and benefits used in the estimates

HOUSEHOLDS . DEFINITION AND CLASSIFICATION

A household comprises persons who live at the same
address and who share in the catering for at least one
meal a day. It includes children at boarding school but
not university students, etc. who are residing away from
home at the time of the survey and who may be included
as separate households. Young persons aged 16 and over
are counted as adults even if they are still at school. The
survey does not include residents in hotels, boarding
houses and other institutions, or members of the armed
forces and the merchant navy who are not living in
private households.

The estimates shown in most of the tables represent
averages for households grouped by ranges of original
income {see below). The income ranges are marked off
by equal intervals on a logarithmic scale, thus providing
wider intervals for the higher incomes where the house-
holds are fewer and their incomes more widely dispersed.
The use of a logarithmic scale also facilitates comparisons
over time when incomes are rising.

Retired and non-retired households of various sizes
and types have been classified separately. A retired house-
hold is defined as one in which the combined income of
members who are at least 60 and describe themselves as
retired or unoccupied amounts 1o at least half the total
gross income of the household. ln previous articles a
further classification was made separating the retired
households into pensioner households (so defined if at
least three-quarters of their income is derived from
national insurance retirement and similar pensions and/or
benefits paid in supplementation) and other retired
households. As there 1s very little difference between these
groups at the lowest levels of original income (where the
pensioner households occur), in general, in this article
results are shown only for both groups combined.

INCOME

The original income of a household is defined as the sum
of the incomes in cash and kind (as measured in the
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survey) of all members of the househeld before the
deduction of taxes and before the addition of the State
benefits included in this analysis. Original income differs
from the term gross income as used by the Department
of Employment in the published reports of the Family
Expenditure Surveys, since the latter includes national
insurance and other cash benefits and excludes most
forms of income in kind.

The figures of income are the estimated normal annual
income at the rate current at the time the household is
interviewed. For wage and salary earners the normal
current rate of annual earnings is estimated by taking
into account all the information given about (i) the wage
or salary received in the previous week (those paid
weekly) or in the previous month-(those paid monthly),
(ii) the wage or salary usually received in the recent past
(if the last payment is stated to be abnormal), (iii) occa-
sional bonus payments and (iv) periods of absence from
work through illness or unemployment during the
previous twelve months. In the case of investment income
and the income of self-employed persons, the income is
taken to be the amount received in the latest twelve-month
period for which the information is available. Households
living in owner-occupied or rent-free dwellings are
assigned an imputed income based on the rateable value
of the dwelling.

In the years up to and including 1968 original income
was defined to include employers’ contributions to
national insurance and national health services, following
conventions used in the national accounts, even though
households do not generally regard such contributions as
part of their incomes. As from 1969, it was decided to
exclude these contributions from original income, on the
grounds that, for the purpose of this analysis, employers’
contributions are more appropriately regarded as a form
of indirect tax on intermediate goods and services, to be
treated in the same way as the selective employment tax
{see below). Thus it is no longer possible to make full



comparisons between the results for 1970 and those for
years earlier than 1969. For households which include no
employees, original income is unaffected by the change of
definition. For other households, original income on the
new definition is lower than on the old definition. The
difference on average over all households combined is
about £60 for 1970 (see Table 4). The effect on income
after all taxes and benefits is smaller because only part of
the employers’ contribution is included in indirect taxes
on consumers’ expenditure, the rest falling on government
expenditure, investment and exports. Income after direct
taxes and benefits is unaffected.

DIRECT TAXES

Income tax

Surtax

Employees’ contributions to national insurance and
national health services

The estimates of income tax are based mainly on the
amounts stated to have been deducted from the most
recent payments of wages and salaries, and the recorded
tax payments in the previous twelve months in respect of
surtax, or, in the case of investment income and income
from self-employment, the latest twelve-month period for
which the information is available. Death duties, being
taxes on capital rather than income, are not included. Nor
are taxes on undistributed profits; although undistri-
buted profits belong in a sense to shareholders, they are
not treated as part of persconal income for purposes of
income tax and they are not part of a household’s
disposable income. Capital gains, in accordance with
national income conventions, are also excluded from
income, and so taxes on capital gains are likewise omitted.

DIRECT BENEFITS IN CASH

Family allowances

National insurance benefits (pensions, sickness, un-
employment, industrial injury, maternity benefits, etc.;
death grants)

Non-contributory old age pensions

Supplementary pensions and allowances

War pensions, service grants and allowances

The value of each form of cash benefit (and of scholar-
ships and education grants from public funds) is the
amount stated to have been received by the household
during the twelve months prior to the interview.

DIRECT BENEFITS IN KIND

National health services

State education

School health services

Scholarships and education grants from public funds
School meals, milk and other welfare foods

National health services. Households are not asked about
the extent to which they use the various national health
services. The values of the benefits assumed to be received
were therefore estimated as follows. The current cost of
maternity services was estimated separately and the
average cost per birth was allocated to each househoild
which reported the receipt of national insurance mater-
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nity benefit. The values of the benefits from all other
national health services combined were based on rough
estimates of the differences in the extent to which these
services were used by (i} children, (ii) adults below normal
retirement age (65 for men and 60 for women), and
(iii) adults above normal retirement age, in each case
separate estimates being avajlable for males and females.
The value of benefit assigned to each household is the
average net cost to the State of providing the services,
i.e. after allowing for prescription charges and payments
made for dental, ophthalmic and other services. It has
not been possible to distinguish cases where, because of
special circumstances, patients receive drugs and other
goods and services free of charge.

FEducation. Information is provided in the schedules about
the type of full-time education being received by each
member of the household. The benefit of State education
is taken to be the estimated average net cost per child to
public authorities of providing tuition (and in the case of
schools, school health services) under each of the follow-
ing headings: special schools, primary, secondary and
direct grant schools, universities and teachers’ training
colleges. The value of the benefit is taken to be the same
for all children attending any one of these types of edu-
cational establishment (except that for children at second-
ary or direct grant schools larger benefits are assigned to
children over 16 than to children under 16). From 1969,
no benefit is attributed te children attending private
schools. (Previously they were allocated the same benefit
as children attending State schools.} In the case of fee-
paying students at universities the gross maintenance
grants received are abated by the fees and contributions
paid by parents.

School meals, milk and welfare foeds. The value of each
of these benefits is taken to be the net cost to public
authorities, after ailowing for the contributions from
households themselves.

INDIRECT BENEFITS
Housing subsidies

Housing subsidies are defined as the difference between
current account expenditure by public authorities on
housing and the rents paid by tenants of local authority
dwellings. The subsidy is estimated separately for each
local authority dwelling in the sample and is taken to be
the excess of the estimated economic rent over the actual
rent paid by the tenant. The subsidy therefore includes
any rent rebates which the tenant may be allowed. The
economic rent is calculated by marking up the rateable
value of the dwelling in the ratio of the total current
account expenditure on all dwellings owned by the local
authonity to the total rateable value of these dwellings.
The housing subsidy estimated for a particular household
can {exceptionally) be negative. (Agricultura! subsidies
are not treated as benefits to consumers since they merely
have the effect of keeping the prices of domestic produce
down to the same level as the prices of imported foods
which are unrestricted. The subsidies are included in the
original income of farmers, and not treated as benefits,
since they form part of the earnings of farmers who could
otherwise earn comparable incomes in other employ-
ment.)



INDIRECT TAXES
(i) On final consumer goods and services

Local rates on dwellings (after deduction of rebates)

Customs and Excise duties on beer, wines, spirits,

tobacco, hydracarbon oils, betting, etc.

Purchase tax

Motor vehicle duties

Driving licences

Radio and television licences

Stamp duties
Indirect taxes, or taxes on expenditure, are either p_aid
separately by consumers, e.g. local rates, motor vehicle
duties, or assumed to be fully reflected in the prices paid
by consumers when buying commaodities which are subject
to tax, e.g. purchase tax, Customs and_Exm_se duties.
Payments of indirect taxes which are levied directly on
consumer goods are estimated from the details of
expenditure given by households co-operating in the
surveys, the proportion which the tax bears to the retail
price being estimated from the known rates of tax and
from information obtained from various sources about
retailers’ margins. Since the purchase tax on motor
vehicles affects the prices of second-hand vehicles it is
assumed to form part of expenditure on second-hand
cars and receipts from sales of second-hand cars, as well
as being included in the prices of new cars.

X¥

(ii) On intermediate goods and services
Local rates on commercial and industrial property
Vehicle licences
Customs and Excise duties on hydrocarbon oils
Purchase tax and other revenue duties
Import duties on raw materials and on other.goods
and services used by industry
Stamp duties
Selective employment tax (after deduction of refunds)

Employers’ contributions to national insurance and
national health services

Indirect taxes on intermediate products are defined as
taxes falling on goods and services purchased by industry
and used in the production of goods and services bought
by consumers. It is assumed that these indirect taxes are
fully reflected in the prices of goods and services produced
and therefore passed on at each stage of production, Their
allocation between different headings of consumers’
expenditure is based on input-output tables and, apart
from the treatment of employers’ contributions to
national insurance and national health services, is con-
sistent with estimates included in the National Income
Blue Book.
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First and fourth quintile incomes compared with median incomes before and after taxes and benefits

1970
TABLE 3
1st 4
guintile Median qul:wrt\ile olla'?gricneaqlial:mg:);fe P:fr:::;iaagne
ist :
£ per year quintile Median qu‘?;!;ile qu?::ile qu‘::r?ile
Retired and non-retired households
1 adult
Original income .. 20 248 1,031 36 414
Original income plus cash benefts . 349 525 1,125 411 212 109 70 214
Income after direct taxes and benefits. . 424 558 965 472 215 94 76 173
Income after all taxes and benefits 350 457 759 3%0 184 74 77 166
2 adults
Original income .. ‘e 388 1,368 2,271 28 166
Original income plus :a.sh benefits FEa! 1,477 2,339 204 108 103 54 158
Income after direct taxes and benefits. . 857 1,324 1,983 221 97 87 65 150
Income after ali taxes and benefits 662 1,011 1,580 170 74 70 65 156
2 adults, 1 child
Original income .. 1,182 1.659 2,293 71 138
Original income plus cash beneﬂts 1,131 1,705 2,317 104 103 101 72 136
Income after direct taxes and benefits. . 1,248 1,628 2,097 106 98 1) 77 129
Income after all taxes and benefits 928 1,285 1,727 79 77 75 72 134
2 adults, 2 children
Original income .. .e 1,256 1,716 1,424 73 141
Original income plus cash benef‘ts 1,351 1,798 2,459 108 105 101 75 137
Inceme after direct taxes and benefits. . 1,412 1,781 2,417 112 104 100 79 136
income after ail taxes and benefits 1,091 1,435 1,969 87 84 1] 76 137
2 adults, 3 children
Original income .. 1,202 1,757 2,375 &8 135
Original income plus cash beneﬂts 1,343 1,878 2,452 112 107 103 n 131
Income after direct taxes and benefits. . 1,563 1,995 2,559 130 114 108 78 128
Income after all taxes and benefits 1,229 1,631 2,143 102 93 90 75 131
2 adults, 4 children
Original income .. 1,108 1,589 2,021 70 127
Original income plus cash beneﬁts 1,450 1,764 2,120 131 i1 105 82 120
Income after direct taxes and benefits. . 1,778 2,122 2,534 160 134 125 84 119
Income after all taxes and benefits 1,401 1,778 2,211 126 112 109 79 124
3 adults
Original inceme .. 1,355 2,190 3,054 62 139
Qriginal income pius cash beneﬁts 1,625 2,301 3112 120 105 102 71 135
Income after direct taxes and benefits. . 1,529 2,045 2,718 113 93 89 75 133
Income after all taxes and benefits 111 1,563 2,114 83 71 69 72 115
3 aduits, 1 child
Original income .. 1,596 2,233 3,094 71 139
Qriginal income plus cash benefts 1726 2,340 3,202 108 105 104 74 137
Income after direct taxes and benefits. . 1,797 2,344 2,984 13 105 113 77 127
Income after all taxes and benefits 1,3%0 1,863 2,468 87 83 B0 75 132
3 adults, 2 children
Qriginal income .. . . 1,576 2,226 2,901 71 130
Original incorhe plus cash benefts 1,853 2,385 3,086 118 107 106 78 129
Income after direct taxes and benefits. . 1,995 2,499 3,042 127 112 105 80 122
Income after all taxes and benefits 1,590 2,018 2,536 10ﬂ 91 87 T9J 126
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First and fourth quintile incomes compared with median incomes before and after taxes and benefits

1970
TABLE 3 (continued)
1st 4th Percentage of Percentage
quintile Median quintile original income of median
1st . 4th 1st 4th
£ per year quintile Median quintile quintile quintile
Retired and non-retired households {cont.
4 adults
Original income .. . . 2,088 3,012 3,933 &9 131
Original income plus cash benef‘ts 2,317 3,105 4,041 111 103 103 75 130
Income after direct taxes and benefits. . 2,276 2,793 3,625 107 93 92 80 130
Income after all taxes and benefits 1,676 2,151 2,835 80 71 72 78 132
All households in the sample
Original income .. . .. Ly 1,540 2472 34 161
Original income plus cash benefits 827 1,656 2,541 159 108 103 50 153
Incame after direct taxes and benefits. . 875 1,594 2,431 168 103 98 55 153
Income after all taxes and benefits 666 1,240 1,965 128 81 79 54 158
Non-retired households
1 aduft
Qriginal income .. . 342 900 1,539 38 171
Original income plus cash beneﬁ:s 567 980 1,553 166 109 101 58 158
Income after direct taxes and benefits. . 573 846 1,248 168 94 81 é8 148
Income after all taxes and benefits 440 647 979 129 72 64 68 151
2 adults
Qriginal income .. . 1,011 1,668 2,494 61 150
QOriginal income plus cash beneﬁts 1,163 1,732 2,529 115 104 101 67 146
Income after direct taxes and benefits. . 1,069 1,505 2,118 106 90 8BS 71 1414
Income after all raxes and benefits 813 1,148 1,715 a0 69 69 71 149
3 adults
Original income .. . 1,459 2,247 3,0%0 65 138
Original income plus cash benef‘ts 1,718 2,352 3,165 118 105 102 73 135
Income afcer direct taxes and benefits. . 1,574 2,085 2,764 108 93 89 75 133
lncome after all taxes and benefits 1.148 1,599 2,146 79 7 69 72 134

XXix



Average incomes before and after taxes and benefits

1961-1970
TABLE 4
Percentage of original Percentage of Percentage of original
Average incomes Income income ing1961 income in 1961, new
basis(")
1961 [ 1965 | 1969 | 1970 (1961 | 1965 (1969 | 1970 | 1965 | 1969 [ 1970 | 1961 | 1965 | 1969 [1970
£ per year Percentages 1961=100 Percentages
Retired and non-retired households T
1 adult
Qld basis
Criginal income .. .. .. 3197 429 ) 522 576 ¢ 100 | 100 | 100 | 100 { 134 | 164 | 181
Income after direct taxes and benefis . . . 404 534 | 670 | 729 | 127 | 124 | 128 127 | 132 | 166 | 180
Income after all taxes and benefits .. . 346| 446 | 555 601 | 108 104 | 106 | 104 | 129 | 160 | 174
New basis
Original income . . .. 312| 420 510 | 560 | 100 [ 100 | 100} 100 | 135 | 163 [ 179 100 135 163 ( 179
Jncome after dlrect taxes and beneﬂts .. .. 404 | 534 | 70| 729 129 | 127 | 131 130 | 132 | 166 | 1801 129 171 215 | 234
Income after all taxes and benefits . . (341} (439)| 546 | 588 | (109)| (105)| 107 | 105 | (129)| 160 | 172 | (109)| (141); 175 | 188
2 adults
Qld basis
Original income .. .. .. 843 (1,039 (1,395 (1,552 | 100 | 100 | 100 { 100 ( 123 | 165 | 184
Income after direct taxes ‘and benef‘ts .. .. 847 (1,034 |1,352 |1,486 | 100 | 100 97 96 | 122 | 160 | 175
Income after ali taxes and benefits .. .. 707 844 |1,074 {1,194 84 81 77 77 119 | 152 | 169
New basis
Original income .. .- . 824 (1,007 |1,351 |1,500 | 100 | 100 | 100 | 100 ) 122 | 164 | 182 | 100 | 122 ] 164 | 182
Income after direct taxes and benefts .. .. 847 (1,034 }1,352 [1,486 | 103 | 103 [ 100 99 1 122 | 160 | 1751 103 125 | 164 | 180
Income after ali taxes and benefits .. . (698)| (829)|1.054 |1,168 | (85)| (B2)| 78 78 | (119 [ 151 | 167 | (85| (101)) 128 | 142
2 adults, 1 child
Old basis ‘
Original income .. .. .. |1.041]1,322 (1,643 (1,878 |} 100 | 100 | 100 | 100 | 127 | 158 | 180
Income after direct taxes "and beneﬁts .. .. |1,005|1,275 (1,559 11,758 97 96 95 94 | 127 { 155 | 175
eome afeer all taxes and benefits .. .. | 847|1.050 1244 [1.427 | 1| 79| 76| 76 124 | 147 | 168!
MNew basis
Original income .. .. .. |1.016(1,281 [1,586 |1,810 | 100 | 100 [ 100 | 100 | 126 | 156 | 178 100 [ 126 | 156 | 178
Income after direct taxes and benef‘ts .. .. |1,005]1,275 ]1,559 (1,758 99 | 100 98 97 | 127 | 155 | 175 99| 125 | 153 | 173
Income after all taxes and benefits .. .. | (B36){1,032)(1.220 11,396 | (82)] (B1) 77 77 | (123) | 146 | 167 = (B2)} (102)| 120 | 137
2 aduits, 2 children
Old basis
Original income .. .. .. |1,051]1,284 |1,819 |1,965 | 100 | 100 [ 100 | 100 ( 122 | 173 | 187
Income after direct taxes and benef'ts .. .. |1,107 1,355 [1.818 (1,944 | 105 | 106 | 100 99 | 122 | 164 | 176
Income after all taxes and benefits . .. 948| 1,132 |1,498 {1,603 90 88 82 82 | 119 | 158 | 149
New basis I
Criginal income .. N .. (1,026 1,245 (1,762 (1,897 | 100 | 100 | 100 | 100 | 121 172 | 185 100} 121 172 | 185
[ncome after direct taxes and beneﬁts .. o [1,40711,355 (1,818 |1,944 | 108 | 109 | 103 [ 102 | 122 | 164 | 176 108 | 132 | 177 | 189
Income after all taxes and benefits . .- (9367 (1.11311,473 |1,568 | (91)) (89)| &84 83 | (119) | 157 | 168  (91)| (108)| 144 153
2 adults, 3 children |
QOld basis
Original income .. .. .. 991 11,333 (4,762 (1,982 | 100 | 100 | 100 [ 100 | 135 | 178 | 200 |
Income after direct taxes and benefits .. .. 11,187 11,505 1,971 |2,166 | 120 | 113 | 112 | 109 | 127 | 166 | 182
Income after all taxes and benefits .. .. |1,02011,285 |1.651 (1,804 | 103 96 94 91 | 126 | 162 | 177
MNew basis
Original income .. .. A 967 | 1,289 (1,705 {1,915 | 100 | 100 [ 100 | 100 | 133 | 176 | 198 | 100 | 133 | 176 ] 198
Income zfter direct taxes "and benefits . . .. 11,1871 1,505 (1,971 (2,166 | 123 | 117 [ 116 | 113 | 127 | 166 | 182 | 123 | 156 | 204 | 224
Income after all taxes and benefits .. .. (1,008 1,263)1.625 (1,769 |(104) | (98)| 95 9ﬂ (125L| 161 | 175 | (104)| (131)| 168 | 183

See footnotes on page xxxii.
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Average incomes before and after taxes and benefits
19611970

TABLE 4 (continued)

Average incomes

Percentage of original

Percentage of

Percentage of original
income in 1961, new

income income in 1961 basis(*)
1961 | 1965 | 1969 | 1970 | 1961 | 1965 }1969\ 1970 195‘ 1969 |i970 1961 1965{ 1969' 197¢
£ per year Percentages 1961=100 Percentages
Retired and non-retired households (continued)
2 adults, 4 ¢hildren
Old basis
Original income . 1,053 11,259 (1,692 |1,791 | 100 [ 100 [ 100} 400 | 120 | 161 | 170
Income after direct taxes and benefts 1,283 (1,600 2,121 12,248 | 122 | 127 | 125 126 | 125| 165 | 175
Income after all taxes and benefits 1,13511,364 1,788 (1,899 | 108 | 108 | 1086 | 106 | 120 | 158| 167
New basis
Original income . .. 1,03011,21%(1,638 |1,724 | 100 | 100 [ 100 | 400l 118 | 159 | 167 | 100| t18| 459| 167
Income after diract taxes and beneﬂts . 1,283 11,600 (2,121 (2,248 | 125 | 131 129 | 130 | 125 | 165 175| 125 1s5| 206| 218
Income after all taxes and benefits (1,123)|(1,343)1,760 (1,863 ) (10%)] (110)| 107 | 108 | {(120)| 157 | 166 | (109) (130 171 181
3 adults
Old basis
Original income .. .. 1,318 (1,672 (2,221 (2,381 | 100 | 100 | 100( 100 | 127 | 169 | 181
Income after direct taxes and benef‘ts .. 1,258 |1,569 [2,065 | 2,202 95 24 93 92| 125 | 1é64] 175
Income after all taxes and benefits 1,049 (1,270 |1,640 |1,753 a0 76 74 74| 121 | 156 | 167
New basis
Original income .. 1,282 | 1,616(2,140 (2,285 | 100 | 100 | 100 | 100 | 126 | 167 | 178| 1o00| 126| 167| 178
Income after direct taxes and benef"ts .. 1,258 | 1,569(2,065 (2,202 98 47 96 96 | 125 | 164| 173 981 122 161 172
Income after all taxes and benefits (1,035)(1,248) 1,609 (1,713 [ (81} (77) 75 75| (121) 155 166 | (81) (97 126 134
3 adults, 1 child
Old basis
Original income .. 1,495 1,628 12,207 12,594 | 100 | 100 | 100 | 100 | 109 | 148| 174
Income after direct taxes and benef‘ts . 1,415 (1,689 12,195 (2,532 95 | 104 99 98 | 119 | 155 179
Income after all taxes and benefits 1,198 11,411 (1,776 12,081 80 87 80 80 | 18| 148 174
New basis
Original income .. . 1,457 | 1.571|2,123 (2,499 | 100 | 100 | 100 | 100 | 108 | 146| 172 100| 108| 146| 172
Income after direct taxes and benef‘ts . 1,415 1,689(2,195 (2,532 97 | 108 | 103 101 119 | 155 179 97| 116 151 174
Income after afl taxes and benefits 1,182)[(1,387]1,743 ] 2,036 (81) (88) 82 81 | (17| 147 172 (81} (951 120 140
3 adultes, 2 children
Old basis
Qriginal income . .. 1,326 1,721 12,307 12,348 | 100 | 100 100 | 100 | 130 | 174| 177
Income after direct taxes and benef‘cs .. 1,426 11,918 {2,491 [ 2,573 | 108 | 111 108 | 110 | 135 175| 180
Income after all taxes and benefits 1,209 | 1,637 | 2,051 (2,131 91 95 89 91 135 170 176
New basis
Qriginal income .. . 1,289 [ 1,661(2,232 (2,258 | 100 | 100 [ 100 | 100 | 129 | 173 175 100 1291 173 175
Income after direct taxes and benef‘ts 1,426 | 1,91812,491 2,573 111 M5 112 114 1350 175 180 111 14%] 193 200
Income after all taxes and benefits (1,190))(1,667%2,014 | 2,091 (92)] (97)) 90 93 | (135) 169 176 (92} (125) 156 162
4 adults
QOld basis
Criginal income .- 1,797 (2,147 (2,914 (3,299 | 100 | 100 | 100 [ 100 | 119 | 162 | 184
Income after direct taxes and benefts .. 1,629 (2,027 2,698 |2,924 91 94 93 89 | 124 | 166 | 179
Income after all taxes and benefits 1,371 11,654 2,119 12,319 76 77 73 70| 121 | 1551 169
New basis
QOriginal income . . 1,742 (2,064 (2,789 |3,158 | 100 | 100 100 | 100 | 118 | 160 | 81 100 118 | 160 181
Income after direct taxes and beneﬁts .. 1,629 | 2,027 12,698 | 2,924 94 98 97 93 | 124 | 166 | 179 24 116 | 155 168
Income after all taxes and benefits (1,352)((1.625) 2,079 (2,266 (78)| (79) 75 72 | (120)| 154 168 (78} (93) 119| 130

See footnotes on page xXxXxii.
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Average incomes before and after taxes and benefits

1961-1970
TABLE 4 (continued)
. Percentage of original Percentage of Percentage of original
Average incomes income income in 1961 income |n‘1961, new
basis{")
196% | 1965 | 1969 | 1970 |1961 | 1965 | 1969 [ 1970 | 1965 | 1969 | 1970 1961 | 1965 | 1969 |1970
£ per year Percentages 1961=100 Percentages
Retired and pon-retired households (continued)
All households in the sample
Qld basis
Original income ., . .. 984 (1,211 [1,572 1,718 | 100 | 100 | 100 | 100 | 123 | 1860 | 175
Inceme after direct taxes "and benefits . . .. 1,016 1,252 (4,600 |1,734 | 103 | 103 | 102 | 101 | 123 | 157 | 171
Income after all taxes and benefits .- .. 858 (1,037 11,295 {1,413 87 86 82 82 | 121 | 151 | 165
New basis
Original income .. .. .. 960 | 1,172(1,519 (1,656 | 100 | 100 | 100 | 100 | 122 | 158 | 173 | 100 | 122| 158§ 173
Income after direct taxes and benef‘ts .o [1,016(1,25211,600 14,734 | 106 | 107 [ 105 | 105 | 123 | 157 ( 171 | 106 | 130| 167 | 181
Income after all taxes and benefits .. . (847)(1,019] 1,271 /1,383 (88)| (87)| 84 84 | (120)| 150 | 163  (88)| (106} 132 | 144
Retired and non-retired households ‘
(excluding pensioner households) l |
1 adult [ |
Old basis | I
Original income .. .. .. 467 | 639 787 | 884 | 100 | 100 [ 100! 100 | 137 | 169 | 189
Income after direct taxes and benef’ts .. .. 485| 653 BO5S| 8% | 104 | 102 | 102 ; 101 | 135 | 1i6é ! 184
Inédome after all taxes and benefits .. .. 412| 540| 659 72t | 8B . B85 84 82 | 131 | 160 175
MNew basis
QOriginal income .. .. .. 458 625 769 | B59 100 | 100 { 100 | 100 | 136 | 168 | 188 | 100 | 136| 148 | 188
Income after direct taxes and benefts .. .. 485| 653 BOS | B90 | 106 ; 104 | 105 [ 104 | 135 | 166 | 184 | 106 | 143] 176 | 194
income after all taxes and benefits .. .. | (406)| (531)| 647 | 705 | (89)| (85)| B84 82 [(13)¢ 159 | 174 | (89)] (116)] 141 | 154
2 adults | |
Old basis |
Original income .. .. .. 926 |1,169 (1,565 (1,733 | 100 | 100 | 100 | 100 | 126 | 169 | 187
Income after direct taxes and benef‘ts . 895 1,104 | 1,441 |1,580 97 94 92 91 123 | 161 | 177
Income after all taxes and benefits .. .- 747 900 | 1,141 |1,266 81 77 73 73| 120 153 | 149
New basis
Original income .. .. .. 905 (1,133 (1,516 (1,675 | 100 | 100 | 100 | 100 | 125 168 | 185 | 100 | 125| 168 | 185
Income afcer direct taxes and benef‘ts N .. 895 (1,104 [ 1,441 |1,580 99 97 93 94 | 123 | 161 177 99| 122 189 | 175
Income after all taxes and benefits .. .. (737)| (883) 1,119 |1,239 | (81} (79) 74 74 | (120)) 152 | 168 | (81} (98} 124 | 137

Note: Figures in brackets are estimated.

(") The figures in these columns combine the effects of the changes within a year with the ¢hanges over time shown in the earlier columns and may be

derived in two ways.
e.g. for 2 adults (non-pensioner households):
Combined effect of all taxes and benefits between 1961 and 1970, as a percentage of original income in 1961
__Income after all taxes and benefits in 1970 Income after all taxes and benefits in 1961 x 100 — 1239

737

" Income after all taxes and benefits in 1961 Original income in 1961 = 737 X 905 x 100 =
Original income in 1970 income after all taxes and benafits in 1970 1675 1239
= x x 100 = 100 =
er Original income in 1961 Original income in 1970 905 1675 X 100 137
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Average taxes paid and benefits received by non-retired households
in different income ranges - 1970
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Average taxes paid and benefits received by retired and non-retired households
in different income ranges - 1970

Benefits Percentage of original income plus cash benefits Taxes
120 110 100 %0 80 70 60 50 40 30 20 10 0 10 20 30 40 50
r T 1 T T T T T T T T T I T T 1
| R R A P T 7 7 A  r
2 LIS IIS LIPS TIITIITES, Nl rriain
3 R T 2 i
PR I00000K 1777/ £/ 1S LA 7 £ 4 £ 1L A LIS [T
S I B
& R I A
Benefits in kind and indirect benefits 7 2774 [ P | adult
) 8 [CEEE 2722, {non-retired)
7777z Cash benefits P— S —
IS Income tax and surtax 10 X W 4
) ) I | BT P
T—— Mational insurance contributions o ———
Indirect taxes 13 @ [ B2 7
|15 A (7277
| I SO000000000000000COCRCKEININ /o 2 s A LA A S LS ITIL LSS T LIS S LSS A o A o o s N )

2 77 7777 77777 7 72777 T P 7 77 e T 7 7 7 2 A i v
3 AR 7 T 7 T 7 77 7 A T

i 4 [ /AL LLLL LIS IS LA SIS LSS SIS SIS S A A e N e e
Ranges of original income Y 20000000 1.7/ £ £ A A LI e ot o
£ peryear P 000000000 L1/ 2771 177 7T I I 1L SISt O s
| under 260 I 100000000K /-1 S £/ 1/ 7S £ 177 W 7
2 260- 315 § T 2 adults
3 315- 382 9 [ ) (non-retired)
4 382- 460 10 17272 I 77/ A
5 460- 559 (Rl 0000 <% W 57 A
6 559- 676 12 BT N 77272
Cale 13 P AT,
7 676 14 £H N 7Y,
8 Blg] ?gg 15 [ [
IZ I.?gérI:MB 7 BT 777777777 T T 7 S Y
H | 4481752 8 o R R L
' ' LI OOOTRER /7 LI A ¥ FF 4SS | B A
12 [.752-2.172 \Q o 7o [ P72
13 2,122-2,566 || W 3 adulis
4 2,566-3,104 | Pl 2000080 7.1/ N 772, {non-retired)
15 3,104 and over 13 T
14 EF W72
15 N .
W 20000O0DDBBOBE /S Ll L LIS LSS TS LLLSSILS IS LIS PLL LS STLSLILLLS LA AL S LT S I A e At
WA QO 12/ A7 A ST AT AL IS A A IS L s S
3 BT LSS LTL IS LS LI AL SIS S LT L7, SRR A AR
§ i PRrrlirriirrrr 7777777 777777, I | adult
LY 00000 L/ /o £ 7SS P I SS IS S (retired)
[} 00509 ) LSS S TSI O S TAA Y, E )
P DO 2./ A7 AL LTS B )
B e A A A,
[l 0000000000000000 LIS LA LI A LS LI LTI ST EAL LI T LA ST LS T IE LI I T L L PP ISP IS L G s
A2 A T T P a2 P 2 T T 7 T T T A
RN SOCOGUUOD 177/ 7LV L I F LI LI LA LIS TS LIS T A SIS, Db rionss
B W SCTDCSEB /A A A LS AT LI LI SIS LIT LI LIS, st o
30000 E LA LSS AL L LA IS LSS IS SSTI AT S SR
6 [ R0 7/ LSS 77 A B
VAR IC0000E /777 £ £ S F I LI LI LS I LIS LI ITISEE ST 2 ac!ults
8 [T 77 I 77 A (retired)
C I 00B0D 1/ #7747 S AP e
(W 1000 7/rssr st v [P
|2 [ A
|13 22 (P
L | | | | | | | | - | | I | | 1 1 ]
120 110 100 S0 80 70 60 50 40 30 20 10 0 10 20 30 40 50
Benefits Percentage of original income plus cash benefits Taxes

XXXVil



CHART 2 Parti

Distributions of retired and non-retired households classified by (i) original income
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Per cent of total income Per cent of total income
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Cumulative distribution of the income of different types
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