Extracted from Economic Trends, No. 254, December 1974

The incidence of taxes and social
service benefits in 1973






The incidence of taxes and social service benefits in 1973 ®

Contents

I. Iptroduction

Ii.

III. Problems of interpretation

IV. Comments on the resulis:
{1) Summary Tables A—G
(i) Main Tables 1-—8

(iii) Charts 1—2
Appendix 1

General notes on the estimates

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

Appendix II

Changes in definition and treatment of items

Appendix ITI
Accuracy of the data

Appendix IV
Tables 1—8
Charts 1—2

1. Introduction

All households pay taxes of one kind or another, either
directly in the form of income tax, surfax 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, such as defence, ad-
ministration, the maintenance of law and order and
various environmental services, which are difficult to
apportion to individual households. While few would
dispute that the community as a whole is better off with
than without these services, most people would probably

() Further references on this subject which may be of interest
include :
Redistribution of Income in the United Kingdom in 1959, 1957
and 1953, 1. L. Nicholson (Bowes and Bowes, London) (1965).
“The Welfare State and the Redistribution of Income,” A. T.
Peacock and R. Shannon, Westminster Bank Review, August
1968.
“The distribution and redistribution of income in the United
Kingdem,” J. L. Nicholson, Poverty inequality and class struc-
ture. Cambridge University Press, 1974,
“The redistribution of income,” J. L. Nicholson and A. J. C,
Britton, and ‘Future development of work in the Government
Statistical Service on the distribution and redistribution of
househeld income,” A. J. Borcham and M. Semple. To be
published in the report on the Royal Economic Society’s
Conference on the Distribution of Incomes and Property,
Lancaster 1974, (George Alen and Unwin).
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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 contribu-
tions and taxes of various kinds and the values of the
benefits they derive, personally and collectively, from the
various social services which can be allocated to them.

The estimates presented here are based on detailed
information obtained from private households taking
part in the Family Expenditure Survey(?) and are thus
subject to the inevitable limitations of a relatively small
sample. This article, the eleventh of a series, presents
results for 1973 on a broadly similar basis to those pub-
lished for earlier years(?).

II. 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

(*) For a description of these surveys and the general results, see
Family Expenditure Survey Report for 1973 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 Sur-
veys) by HMSO.

Estimates for 1957 and 1959, 1961 and 1962, 1963 and 1964,
1965 and 1966, 1967, 1968, 1969, 1970, 1971 and 1972 were
published in Economic Trends in November 1962, February
1964, August 1966, February 1968, 1969, 1970, 1971, 1973,
November 1972 and 1973 and additional estimates for low
income households in July 1968,
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Office of Population Censuses and Surveys, on a continu-
ous basis since 1957. In 1973, 7,126 households co-oper-
ated. Every household is asked to give detailed in-
formation about income, including national insurance
and other cash benefits received from the State; payments
of income tax and surtax; the type of dweiling 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;
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. Households are
then classified by size-type and by range of original
income. Original income is defined as the sum of in-
comes in cash and kind (as measured in the survey)
before the deduction of taxes and addition of State bene-
fits included in the analysis. 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 I. Changes in
these definitions which have been introduced at different
times during the years covered by the series of articles
are noted in Appendix II. Comments on the accuracy of
of the data are shown in Appendix HI.

II1. Problems of interpretation

The present estimates of the incidence of taxes and bene-
fits are derived as straightforwardly as possible from the
data on income and expenditure recorded in the Famity
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) on goods and services
bought by households are inciuded in the prices paid.
State benefits in cash are taken to increase a house-
hold’s income by the amount of cash received; the costs of
administration are not counted as part of the benefit. Bene-
fits in kind provided by the State, forexample, the national
health services and State education, should perhaps be
measured in terms of the values placed upon them by the
households themselves, but since this information is not
available they are measured here by their net cost to public
authorities (that is, excluding charges for prescriptions,
spectacles, etc.). This is consistent with the treatment of
taxes and cash benefits, which are measured in terms of
actual additions to, or deductions from, household
income. It is the only practicable method. A more im-
portant 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.

Allocation of the whole of government revenue and
expenditure is not attempted. Payments by the personal
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sector of taxes on income and expenditure and of national
insurance, etc. contributions account for nearly three-
quartersofallcentralandlocal governmentcurrentreceipts,
and expenditure by public authorities on the social
services and housing accounts for just over one-half of all
government current expenditure. In this analysis the
dividing line between 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 because the definition of house-
hold 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
into three broad categories. The first includes expenditure
on defence, police, prisons and the unavoidable costs of
administration, such as tax collection. There is good
reason to exclude these items since they are not generally
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
impossible to assess the extent to which households rather
than other sectors benefit from such expenditure. Although
some at least of the benefits to other sectors will eventual-
ly be passed on to households—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 category includes
expenditure on environmental services such as museums,
libraries. and parks which, although directly benefiting
individuals and households, are not allocated because not
enoughis known about variations in the extent to which
these amenities are accessible to, and used by, different
households.

These estimates, derived by procedures kept as simple
as possible, depict the flows of taxes and benefits actually
observed in a single year; they show the average amounts
which were paid in different forms of taxes and the values
of the various benefits which were received in that year by
different types of household. While their primary purpose
is to describe the situation in recent past years, they can
be used as a basis for assessing the immediate effects of a
moderate change in the rate of a particular tax, or in the
value of a particular benefit, on the amounts paid or
received under that particular tax or benefit. In the case
of social security benefits, the initial effect on the amount
received will in general be proportional to the change in
the rate of benefit. The effect of a tax change might,
particularly in the case of an indirect tax, be influenced by
peopie’s reactions to the change; for instance, a reduction
in purchase tax might, by reducing the price of 2 commo-
dity, lead people to buy larger quantities of it. Since, in
addition, changes in taxes and benefits often have inter-
actions on one another, it is not in general possible from
these estimates alone to assess the eventual effects of any
given change on the total amounts of taxes paid and
benefits received by each type of household ; for instance,
a reduction in income tax would lead to differential in-
creases in disposable incomes and purchases of goods



which are subject to indirect tax might increase. There
would be additional difficulties in estimating the eventual
effects of a large change, or of abolishing altogether a
particular form of tax, because of the wider repercussions
which might in time have some effects on original in-
comes. Thus the estimates cannot and do not purport
to show the full economic effects of each tax or benefit
nor the full effects of any changes in taxes or benefits.

IV. Comments on the results

General

As the sources and methods used throughout the period
since 1957 have been fundamentally the same, it is
possible to make broad comparisons of the main
results in successive years. The tables in this article
correspond to those published in the most recent of the
series (November 1973). The figures for 1973 are com-
parable with those for 1969, 1970, 1971 and 1972 but not
wholly so with those for earlier years, mainly because of
the change in the definition of original income (from
1969) which affects the income distribution of households.
(See Appendix IL.)

Tables A—G summarize the main results for non-
retited households consisting of 1 adult and 2 adults
with 0—4 children, and for retired(*) households consisting

(" A retired household is one in which the combined income of
members who are at Jeast 60 and retired amounts to at least half
the total income of the houschold. (See Appendix L)

of 1 or 2 adults. Together these types of households
account for over three-quarters of the total response.
The figures for all households combined cover,in addition,
miscellaneous types of household for which separate
results are not shown.

Summary Tables A—G

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 house-~
holds with high incomes pay more in taxes than they
receive in benefits. Within a given income range the
largest households, in general, gain most (or lose least)
and the smallest gain least (or lose most) on balance from
ajl taxes and benefits combined. These effects are shown
in Table A, in absolute terms, and in Tables B and C
which respectively give 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,
itabsorbs a larger proportion of high than of low incomes,
and regressive if it absorbs a smaller proportion of high
than of low incomes. Similarly, a benefit is termed pro-
gressive if, in general, it forms a larger proportion of low
than of high incomes (this is true of all benefits included
in these estimates). All taxes and benefits combined are
progressive in the sense just defined, and also in the sense
of favouring large as against small households—see
Tables B and C. (Conunent on the Summary Tables con-
tinues on page xxxvii.)

Net tolal benefits received () less total taxes paid (—)

1973
TABLE A() £ per year
Range of original income: £ per year Average
over all
Under 3,750 income
381 381- 557~ 816- 1,194~ 1,749- 2,561- and above| ranges
All households in the sample 4 734 + 605 +492 +246 — 10 —249 -— 570 | —1,360 —231
Retired households
1 adult + 548 363 +275 + 62 — 44 —278 1-455
2 adults + 829 + 658 -+ 3582 +459 +258 — 69 | — 656 —1,683 4595
Non-retired households
i adult + 592 + 301 + 108 —173 —377 —5672 — 984 | —1,920 —302
2 adults .. .. + 982 + 744 + 513 4232 —150 —503 — 914 |—1,780 —610
2 adults, 1 child .. + 164 — 77 —385 — 682 —1,428 —526
2 adults, 2 children +112 — 11 —220 — 491 —1,163 —396
2 aduits, 3 childeen +706 +304 -+ 88 — 182 |—1,045 —119
2 adults, 4 children + 604 +429 + 130 | — 671 L4317
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Net direct benefits received (4} less direct taxes paid (—)

1973
TABLE A(ii) £ per year
Range of original income: £ per year Average
over all
Under 3,750 iitcome
381 381- 557- 816- 1,194- 1,749- 2,561 |and above| ranges
All households in the sample + 786 | +740 +675 + 468 +270 +105 — 99 | — 615 +134
Retired households
1adult .. .. .+ 563 +444 +403 +-261 +156 — 16 -+ 501
2 adults .. .. . + 927 + 848 =+ 794 -+ 700 4-564 4252 — 11 —1,012 —+ 770
Non-retired houscholds
1adult .. . .+ 643 +419 +251 — 24 —147 —362 —583 —1,390 — 81
2 adults .. .. . +L115 +824 + 690 +470 +126 —141 —455 —1,109 -—213
2 adults, | child .. J +498 + 226 — 30 —223 — 758 —10y
2 adults, 2 children J +358 +277 +132 — 49 | — 442 + 29
2 adults, 3 children . J +945 +6l1 +405 +256 | — 333 4298
2 adults, 4 children . + 1,109 + 765 -} 566 — 47 +720
Incoime after all taxes and benefits as a percentage of original income
1973
TABLE B Percentages
Range of original income: £ per year
Average
Under T 3,750 over all
181 381- 557- 816~ 1,194- 1,745- 2,561- and income
above ranges
All households in the sample 790 230 172 124 99 88 81 74 30
Retired households
1 adult ‘e 735 179 143 106 97 87 259
2 adults .. 757 241 186 146 118 97 78 70 194
Non-retired houscholds
1 adult 463 164 16 83 74 68 67 65 80
2 adults .. .. 650 260 174 123 90 77 71 68 77
2 adults, 1 child .. 116 95 82 77 73 80
2 adults, 2 children 110 99 90 84 77 86
2 adults, 3 children . 166 120 104 94 8] 96
2 adults, 4 children . 141 120 104 87 112
Income after direct taxes and benefits as a percentage of original income
1973
TABLE C Percentages
Range of original income: £ per year
3750 Average
. Ni over all
U‘;gf' 381- 557- 816- 1,194- 1,749- | 2,561- and income
above ranges
All households in the sample 839 259 199 146 118 105 96 89 106
Retired households
1 adult 752 196 163 126 110 99 275
2 adults 834 282 218 171 139 112 100 82 222
Non-retired households
1 adult 494 189 136 98 90 83 80 75 95
2 adults .. .. 725 277 200 146 {08 93 85 80 92
2 adults, ! child .. 148 115 29 93 86 96
2 adults, 2 children 133 118 106 98 91 101
2 adults, 3 children 188 140 118 109 94 110
2 adults, 4 children 175 136 118 99 127
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Total taxes as a percentage of original income plus cash benefits

1973
TABLE D Percentages
Range of original income: £ per year
37 Average
,150 over all
Uggff 381- 557- 816- 1,194- | 1,749- | 2,561- and income
above ranges
All households in the sample 21 24 25 30 32 13 33 33 32
Retired households
1 adult 19 23 23 31 28 29 23
2 adults 21 22 23 26 30 30 38 39 27
Non-retired households
1 adult 23 29 29 34 35 37 37 36 35
2 adults .. .. 25 20 24 29 35 36 35 15 34
2 adults, I child .. 39 31 33 i3 32 33
2 adults, 2 children 39 32 3z 32 32 12
2 adults, 3 children 30 32 31 31 31 31
2 adults, 4 children 31 29 31 30 30
Total benefits as a percentage of original income plus cash benefits
1973
TABLE E Percentages
Range of original income: £ per year
o Average
3,75 over all
Under 381- 557- 816- 1,194- 1,749- 2,561- and tncome
381
above ranges
All households in the sample 126 84 66 48 32 22 15 9 23
Retired households
1 adult 119 65 50 35 25 18 85
2 adults 117 80 66 54 42 28 19 11 71
MNon-retired households
1 adult 137 70 41 18 11 5 4 1 16
2 adults .. .. 146 90 64 46 26 14 6 3 12
2 adults, 1 child .. 51 26 16 Il 5 14
2 adults, 2 children 48 32 22 i6 9 18
2 adults, 3 children 82 49 35 25 12 27
2 adults, 4 children 62 47 a5 18 41
Indirect taxes as a percentage of income after direct taxes and benefits
1973
TABLE F Percentages
Range of original income: £ per year
Average
Under 3,750 over all
381 3381- 557- gl6- 1,194- 1,749- 2.561- and income
above ranges
All households in the sample 16 17 18 19 20 19 17 17 18
Retired households
1 aduit 16 16 15 17 12 12 16
2 adults 17 18 i6 17 17 14 21 15 17
Non-retired households
[ adult 15 19 20 21 21 20 18 13 19
2 adults .. .. 16 15 19 19 21 22 19 15 19
2 adults, 1 child .. 27 27 20 18 15 18
2 adults, 2 children 27 21 18 16 16 17
2 adults, 3 children 15 19 16 15 14 15
2 adults, 4 children 20 16 15 14 15
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Direct benefits and taxes as percentages of original income plus cash benefits

1973
TABLE G Percentages
Range of original income: £ per year
Average
3,750 | over ali
Under | 355 557- | 816~ | 1,194- | 1,749- | 2,561- | and | income
above ranges
Cash benefits
All households in the sample 85 53 44 25 13 6 3 1 10
Retired households
1 adult &4 46 37 27 20 15 61
2 adults 85 60 50 40 30 21 14 8 52
Non-retired households
1 adult . 69 36 25 9 5 1 1 — 8
2 adults .. . 78 57 45 25 11 5 1 1 5
2 adults, 1 child .. 19 6 3 1 —_— 3
2 adults, 2 children 15 7 4 2 1 3
2 adults, 3 children 21 12 5 4 2 5
2 adults, 4 children 23 16 5 3 10
Benefits in kind
All households in the sample 29 24 18 18 15 13 10 6 11
Retired households
1 adult .. 18 11 10 7 4 13
2 adults 22 16 14 11 11 7 s 3 14
Non-retired households
1 adult . 56 27 10 4 3 3 1 1 [
2 adults .. .. 58 22 12 17 10 5 3 2 5
2 adults, 1 child .. 26 16 10 8 4 9
2 adults, 2 children 22 19 16 13 8 13
2 adults, 3 children 56 32 25 20 10 20
2 adults, 4 children 39 32 27 13 27
Income tax and surtax
All households in the sample — 3 5 6 8 10 12 16 12
Retired households
1 adult . —_— 6 8 15 17 19 7
2 adults — 2 5 9 13 i8 19 27 9
Non-retired households
1 adult .. — 4 6 it 14 16 9 24 15
2 adults .. .. — 2 2 5 10 12 14 19 14
2 adults, T child .. 3 4 10 12 16 12
2 adults, 2 children 3 5 9 12 15 11
2 adults, 3 children 4 4 8 11 15 11
2 adults, 4 children 1 6 10 14 9
National insurance contributions
All households in the sample — — 1 2 4 4 4 3 4
Retired households
Tadult .. .. — — — — — — —
2 adults —_ —_ — — — — — — —
Non-retired households
1 adult .. — 2 3 4 4 4 4 2 4
2 adults .. .. — 1 1 3 4 4 4 3 4
2 adults, 1 child .. 4 5 5 4 3 4
2 adults, 2 children 6 5 5 4 3 4
2 adults, 3 children 4 5 s 4 2 4
2 adults, 4 children 3 4 4 2 3
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Table D> 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 mildly
progressive. Over a wide range of income covering
the bulk of non-retired households the percentages are
remarkably constant for the same type of household
and do not show very wide variations even between
different types of households. The explanation is that
while income tax and surtax are certainly progres-
sive {Table G) in 1973 national insurance contribu-
tions (particularly the flat rate contributions) were mildly
regressive and indirect taxes as a whole (shown as per-
centages of income after direct taxes and benefits in
Table F) are also if anything mildly regressive. The
substantially smaller percentages shown in Table D for
households in the lowest ranges of income may be partly
explained by the fact that these households, even when
not classified as retired, contain large numbers of retired
persons who are not liable for national insurance
contributions. It is worth mentioning that, while for t}}e
types of household for which estimates are shown in
Table D total taxes as a proportion of income show
comparatively small variations, the proportions of in-
come paid in taxes by individual 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 household spends on alco-
holic 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 households with low incomes
much more than those with high incomes and larger
households more than smaller househelds. It 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 E}.

Benefits in cash, as a proportion of income, decline
markedly as income rises and SO are very progressive
(see Table G). Cash benefits also form an increasing
proportion of income as the number of children in the
household increases and so are progressive in this sense
aswell. {Itshould be remembered that some of the house-
holds described as non-retired contain people in receipt of
State pensions ; see footnote(*) on page xXxiii.) Benefits in
kind, as a proportion of income, decline (th_ough less mark-
edly 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. It must be
remembered that a substantial proportion of benefits in
kind (health services) can only be allocated on a rough
hasis without reference to income. (See Appendix 1)

Main Tables 1—8

Table 1 shows estimates of the average incomes, and the
average amounts of benefits(*) received and taxes paid, for
all households combined and for each of 10 different types
of household at different levels of income. The 10 types

(5) The only indirect benefits taken into account are housing
subsidies, which are small in comparison with most other bg:neﬁ_ts.
These subsidies form a declining proportion of increasing in-
come and are thus progressive.

of household—the 6 types shown in the summary tables
pius 3 adults with 0—2 children and 4 adults—between
them account for over 90 per cent of all the households in
the survey. Households containing 3 or 4 adults are more
heterogeneous than the others; for example, a household
containing 3 adults may include a married couple with a
son or daughter over 16 and possibly stiil at school, or a
married couple and a single person, possibly an elderly
dependant, or 3 single persons, any or all of whom may
be working or retired. Results are shown for retired(*) and
non-retired households combined and, where numbers
permit, for these two groups separately.

The separate figures shown for retired and non-
retired households consisting of I, 2 and 3 adults(”)
indicate the effects of retirement on the amounts of
direct taxes paid and benefits received, and on the
payments of indirect taxes resulting from their different
expenditure patterns.

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 consider-
ably influenced by one or two, possibly untypical, house-
holds. For instance, one household containing a student
with a large educational grant may considerably influence
the average benefits received ; another may have bought an
expensive durable item in the survey period and the
purchase tax or value added 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 houschelds in several ad-
jacent income ranges.

Table 2 shows the estimated amounts paid under each
main type of indirect tax expressed as percentages of
income after direct taxes and benefits (broadly equivalent
to disposable income plus benefits in kind). Indirect taxes
as a whole were shown in Table F to be, if anything,.
mildly regressive but the effects of different groups of
these taxes show some variation. Local rates and taxes
on tobacco, for example, absorb a larger proportion of
income at lower than at higher income levels and
so are clearly regressive. Purchase tax/value added tax,
on the other hand, appears to have been slightly progres-
sive. Appendix 1 explains some of the difficulties in-
volved following the abolition of purchase tax and
selective employment tax, and the introduction of value
added tax and car tax. Therefore the observation that
the sum of intermediate taxes and purchase tax/value
added tax in 1973 was broadly neutral (that is, neither
progressive nor regressive), both across income ranges
and with increasing household size, and that in 1972 the
sum of the intermediate taxes and purchase tax was also
neutral, does not necessarily justify the inference that
value added tax and car tax were neutral in 1973, Within
a given income range, local rates form alower proportion
of the income of larger than of smaller households. Except
for local rates, which appear to bear more heavily on
retired households, and tobacco and oil taxes which

() Pensioner households (sec Appendix I) are a sub-division of
retired households, with very low original incomes, Except for
some results given at the end of Table 5, they are included with
the rest of the retired households in all the tables.

(M There were not enough 3 adult retired households to be shown
separately.
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appear to bear more heavily on non-retired households,
there is little difference in the incidence of the various
indirect taxes as between these two categories of house-
hold.

Table 3 shows the trends over the five latest years in the
lowest and highest quintile and median incomes, before
and after taxes and benefits. The lowest (highest) quintile is
the income such that one-fifth of the households in
question have lower (higher) incomes; the median is the
income such that half’ of the households 1n question
have lower (higher) incomes. The: lowest and highest
quintiles are in generat much closer to the median
incomes after allowing for all taxes and benefits; thisisil-
lustrated by the changes inthe lowest and highest quintiles
expressed as percentages of the medians. The narrowing
of the gap between each quintile and the median illus-
trates the extent of redistribution at each stage of income
(original income plus cash benefits; income after direct
taxes and benefits; and income after all taxes and benefits).
The table also shows the extent to which redistribution
favours large compared to small families and retired
compared to non-retired families. For example, the
median income of non-retired households is generally
reduced by all allocated taxes and benefits, but the
reductions become progressively smaller as the number
of children in the household increases; and for 2 adults
with 4 children the median is increased; and, while the
median income of all single adult households is substan-
tially increased by taxes and benefits, for single adult
non-retired households it is reduced.

Looking now at the changes in the five-year peried
1969 to 1973, first in terms of original income for all
households combined, the lowest quintile has fallen and
the highest quintile has risen relative to the median. This
result is not borne out for all non-retired households
combined where the ratios of quintiles to median have
remained stable. There is no consistent pattern of move-
ment in the ratios for individual household types, but
there appears to have been some tendency for the lowest
quintile to rise and/or the highest quintile to fall relative
to the median for two adult households with one or
more children. Some of the apparent converse movement
for households consisting of one or two adults only, and
indeed for all households combined, may result from the
increased proportion of retired households. Between 1969
and 1973 the proportion of retired households in the
sample increased from 17 percent to 20 percent, Where
State pensions are the major source of income original
incomes will be very low and relatively staticand achange
in the proportions with such incomes will affect the quin-
tiles and median. Looking next at income after all taxes
and benefits the ratio of the quintiles to the median does
not show a general trend either way. There may appear
to be a tendency among all houscholds combined for the
increase in the inequality of original income to be largely
offset, at least as measured by the ratio of the lowest
quintile to the median, by an increase in the progressivity
of taxes and benefits. However, this may result from the
increased proportion of retired households in the sample
and the effect this has on original incomes, benefits re-
ceived, and taxes paid. There is also the more general
point that these estimates (particularly for individual
household types) are subject to year-to-year fluctuations
partly attributable to sampling variation.

Table 4 (which is in five parts) shows, in percentage
terms, some comparisons between the effects of taxes and
benefits in the years 1970—1973 on the most numerous
types of household (I adult and 2 adults with 0—2
children) and on all households in the sample. For all
households combined, the right-hand column of part (i)
of Table 4 shows that the net effect of all taxes and
benefits was to reduce the average income by 16 per cent
in 1970, but by only 10 per cent in 1973. Parts (iii) and
(iv), respectively, show that this resulted from the reduc-
tion in total taxes and partly from an increase in total
benefits as proportions of income. The increase in aver-
age income as a result of direct taxes and benefits, shown
in part (i), vatied little between 1970 and 1973 and part
(v) confirms that the increase in income after all taxes
and benefits as a proportion of original income was
partly the result of a reduction in indirect taxes as a pro-
portion of income.

The rising trend in the ratio of income after all taxes
and benefits to original income was common to all
household types shown. This movement was most marked
for retired houscholds, mainly because of increases in
benefits as a proportion of income (part (iv)).

Those households which remained in the same original
income range (for example, ‘pensioner’ households) in
most cases gained more (or lost less) in each succeeding
vear as a result of taxes and benefits (parts (i) and (ii)).
Households whose original incomes roughly kept pace
with the rate of increase in average earnings would,
by and large, be expected to have moved up two ranges
between 1970 and 1973. Assuming that their experience
1§ typical of the other households in the same range of
income in 1973 and of the other households sharing the
the income range two ranges lower in 1970, then, in
most instances, such households pained more (or lost
less} of their original income in 1973 than in 1970 as a
result of taxes and benefits. This appears to be mainly
the result of a reduction in indirect taxes as a proportion
of income after direct taxes and benefits (part (v)), and
an increase in total benefits as a proportion of income,
although this was more apparent for the retired house-
holds than the non-retired households with children in
part (iv).

Table 5 compares the changes which have occurred
between 1961 and 1973 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 households (®)
consisting of | and 2 adults. (It is not possible to show
figures for non-retired households alone over the whole
period because the classification into retired/non-retired
is not available for years before 1967.)

Direct benefits, particutarly national insurance benefits,
have increased substantially over this period; taxes,
particularly national insurance contributions and various
kinds of indirect taxes, have also increased 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.

(% That is, retired and non-retired but excluding pensioner house-
holds. (See Appendix L)
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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 aver-
age amounts of employers’ contributions to national
insurance and national health services (previously treated
as part of employees’ income) for that type of household.
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 inter-
mediate indirect taxes allocated to that type of household,
together with the very small reduction in beneﬁts‘(from
1969) now that education benefit is no longer attributed
to children in private schools.

The percentages shown for the five years in columns
6—10 of Table 5 indicate that income after all taxes and
benefits declined as a proportion of original income
between 1961 and 1969 but increased for each household
type between 1969 and 1973.

By combining the increases in original income over
the whole period with the effects of all taxes and benefits
on original income in 1973 (columns 10 and 14), it is
possible to compare income after all taxes and benefits
in 1973 with original income in 1961. Single adult house-
holds (retired and non-retired combined) and households
with 3 or 4 children have in this sense fared substantiaily
better than the other types of houschold over the tweive
years.

Tables 6, 7 and 8 show the distribution of households
co-operating in the Family Expenditure Survey in 1973

XXX

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 of all taxes and benefits. (See Chart 2
below.)

The tables published in this article present a selection of
the material which is analysed each year. Consideration
will be given to requests for further analyses, subject to
resources being available, and readers are invited to write
to the Press and Information Service of the Central
Statistical Office.

Charts I and 2

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 (a!ll non-retired) are
arranged so as to highlight the effect of each additional
child. In part (ji) results are shown for households
without children so that comparisons can be made
between non-retired households with 1, 2 or 3 adults
and retired households consisting of 1 or 2 adults, The
diagram for 2 adult non-retired households is shown for
convenience in both parts of the chart.

Chart 2 shows the distributions of several types of
household classified by original income alongside the
corresponding distributions classified by (i) income after
direct taxes and benefits and (1i) income after all taxes
and benefits. The diagrams illustrate the extent to which
taxes and benefits reduce the inequality in the distributions
of original income.

Central Statistical Office






APPENDIX I

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

HOUSEHQLDS . DEFINITION ANWND 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. For comparability with earlier
years young persons aged 16 and over are counted as
adults even if they are still at school. This definition
differs from that used in the Family Expenditure Survey
Report for 1973, where adults are defined as unmarried
persons 18 years and over, and all married persons
regardless of age. For example, 36 out of 226 house-
holds comprising three adults and one child in these
estimates are classified under other household types
in the Family Expenditure Survey Report. 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 mcome 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 to at least half the total
gross income of the household. For some purposes
retired households are further classified 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 but there is very little
difference between these groups at the lowest levels of
original income where the pensioner households occur.
Except for the two cases given at the end of Tabie 5,
pensioner households are included with the other retired
households in the results shown throughout this article.

INCOME

The original income of a household is defined as the sum
of the incomes in cash and kind (as measured in the
survey) of all members of the housechold before the de-
duction 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.
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The figures of income are the estimated normal annual
income at the rate current at the time the houschold 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), (i) the
wage or salary usually received in the recent past (if the
last payment is stated to be abnormal), (iii) occasional
bonus payments and (iv) periods of absence from work
through iliness 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. From the second quarter of 1973, for addresses
in England and Wales, the 1973 assessments of the
rateable value of dwellings were used. The higher levels
of the re-assessed rateable values caused a somewhat
larger increase than would otherwise have occurred in
the adjusted rateable value used to impute such income
between assessment dates.

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. Thus it is no longer possible
to make full comparisons between the results for 1973
and those for years earlier than 1969. For households
which include nc employees, original income is unaffected
by the change in definition. For other households,
original income on the new definition is lower than on the
old definition. The difference on average over all house-
holds combined is about £87 for 1973 (see Table 5). The
effect on income after all taxes and benefits is smaller
(£40 for all households combined in 1973) 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 salartes, 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. Where refunds exceed
deductions amounts will, of course, be negative. Death
duties, being taxes on capital rather than income, are not
included. Nor are taxes on undistributed profits; although
undistributed profits belong in a sense {o shareholders,
they are not treated as part of personal income for pur-
poses 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 BEMNEFITS IN CASH

Family allowances

Family income supplement

National insurance benefits (pensions, special lump
sum payment to pensioners, sickness, unemployment,
redundancy, industrial injury, invalidity pensions and
allowances, maternity benefits, etc., death grants)

Non-contributory old age pensions

Supplementary pensions and allowances

War pensions, service grants and allowances

Except for redundancy benefit the value of each form of
cash benefit (and of scholarships and education grants
from public funds, which are treated as benefits in kind})
is the amount stated to have been received by the house-
hold during the twelve months prior to the interview.

Redundancy benefit. Although redundancy benefits take
the form of a single lump sum payment they are in
general intended to provide long-term benefit. In these
estimates, therefore, only part of the recorded receipts is
taken to relate to the current year: if the period covered
by the redundancy payment is n years, then the current
benefit is taken to be ! th of the amount received.

DIRECT BENEFITS IN KIND

National health services

State education

Scheol 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
are therefore estimated as follows. The current cost of
maternity services is estimated separately and the average
cost per birth is allocated to each household reporting
the receipt of national insurance maternity benefit. The
values of the benefits from all other national health
services combined are based on rough estimates of the
differences in the extent to which these services are used
by peoplein eight different age-groups ranging from child-
ren under 2 10 persons 70 and over. In each case separate
estimates are available for males and females. The value of
the benefit assigned to each household is the average net
cost to the State of providing each service, that 1s, after
allowing for prescription charges and payments made
for dental, ophthalmic and other services. It is not possi-
ble to distinguish cases where, because of special circum-
stances, patients receive drugs and other goods and ser-
vices free of charge.

Education. Information is provided in the schedules about
the type of full-time education being received by each
member of the household. The benefit 6f 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
following headings: special schools, primary, secondary
and direct grant schools, universities and teachers’ train-
ing colleges. The value of the benefit is taken to be the
same for all children attending any one of these types of
educational establishment (except that for children at
secondary or direct grant schools larger benefits are
assigned to children over 16 than to children under 16).
In the case of fee-paying students at universities the gross
matntenance grants received are abaied by the fees and
contributions paid by parents.

School meals, milk and welfare foods. The value of each of
these benefits is taken to be the net cost to public authori-
ties, after allowing 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 patd 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
authority to the total rateable value of these dwellings.
The housing subsidy estimated for a particular household
can (exceptionally) be negative.

Agricultural subsidies are not treated as benefits to
consumers. Such subsidies are included in the original
income of farmers since they form part of the
earnings of farmers who could otherwise earn comparable
Incomes in other employment. (General agriculiural
subsidies will continue to be regarded in this way, but
it is hoped that, for 1974 on, the change in emphasis in
subsidies on specific commodities, from agriculturalf
producer to consumer, which began in 1973 for milk and
butter, will be reflected in the analysis, and the incidence
of such subsidies will be included as an indirect benefit.

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, hydrocarbon oils, betting, etc.
Purchase tax
Value added tax
Car tax
Motor vehicle duties
Driving licences
Television licences
Stamp duties

Indirect taxes, or taxes on expenditure, are either paid
separately by consumers, for example, local rates, motor



vehicle duties, or are assumed to be fully reflected in the
prices paid by consumers when buyingcommodities which
are subject to tax, for example, value added tax.
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
survey, 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 value added tax and car tax
on motor vehicles affects the price of second-hand
vehicles they are 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 price of new
cars.

Purchase tax was abolished and value added tax and
car tax introduced on 1 April 1973. The incidence
estimates assume that purchase tax applied to expenditure
in the first quarter and value added tax and car tax for
the remaining quarters of 1973. To ensure comparability
with previous years indirect taxes on drink, tobacco, and
hydrocarbon oils include the value added tax element in
addition to the excise duty which was reduced to
compensate for the introduction of value added tax on
these items. Thus in a full year the coverage of the value
added tax in this analysis will be restricted compared
with the coverage in the national accounts where all
value added tax is shown as a separate item. No attempt
has been made here to separate the three taxes for 1973,
because no satisfactory method has been found for deal-
g with the transition period when a rebate in terms of
reduced value added tax payments was allowed to
traders in respect of purchase tax and excise duties
ajready paid on stocks of finished goods held for sale at
1 Aprnl 1973. Additionally, seasonal factors and the
distorted pattern of purchases immediately before and
after 1 April make any attempt to separate the incidence
by quarter untypical and therefore misleading if converted
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to annual amounts. One further effect is that, ignoring
differences between the yields of taxes introduced com-
pared with those abolished, there is a change in emphasis
from indirect taxation on intermediate goods and
services to taxation on final consumer goods and
services. This results from the abolition of selective
employment tax and because value added tax is assumed
wholly ipcident on final consumer goods and services,
whereas purchase tax was assumed to be partly incident
on intermediate goods and services.

(1) 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

Selectiveemployment rax (after deduction of refunds)

Employers’ contributions to national insurance and
national health services and to the redundancy fund

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 nation-
al insurance, etc., is consistent with estimates included
in the National Income Biue Book.

The abolition of purchase tax and selective employ-
ment tax at the end of March 1973 .aeans that these
taxes apply for the first quarter only.



APPENDIX II

Changes in definition and treatment of items

The main changes in the definition and treatment of items, introduced from time to time during the period covered
by the series of articles (1957-1973), are listed below:

{tem

Original
income

Education
benefit

National
health
service
benefit

Indirect
benefits

Indirect
faxes on
final
consumer
goods and
services

Survey year
when change

Change
took effect

Redefined to exclude employers’
contributions to national

insurance, etc. 1969

(i) Benefit assigned according to type
of school attended 1959
(i) Coverage extended to include

Colleges of Advanced Technology
and Teachers’ Training Colleges
(iif) Benefit to children at secondary
schools assigned according to age
instead of by type of school
(iv) Benefit no Jonger assigned to
children at private schools

1963

1966
1969

Maternity benefit allocated only to
households reporting the receipt of

national insurance maternity benefit 1963

(i) Allocation of benefit from food
subsidies discontinued

(ii) Housing subsidies estimated sepa-
rately for each local authority
dwelling

(iii) Rent rebates introduced

1959

1964
1969

(i) Purchase tax on cars bought
outright spread in order to smooth
the incidence of the tax

Purchase tax on cars bought
outright based on purchases over
twelve months: spreading discontin-
ued 1968

(iii) Rate rebates introduced 1967

1961
(i)

xliv

Survey year
Item Change when change
took effect
Indirect (1) Introduced with coverage: rates,
taxes on motor vehicle duties, oil
intermediate and stamp duties 1961
goods and (i) Extended to include import
services duties 1963
(1ii) Extended to include SET 1966
{iv) Extended to include purchase
tax and other revenue duties 1967
(v) Extended to include employers’
national insurance, etc. contribu-
tions, when original income
was redefined 1969
Size of Approximately doubled 1967
sample
Classifica- (1) Households divided into retired/
tion of non-retired categories 1967
households

(i) Results for pensioner households
combined with results for retired
non-pensioner households in the
same income ranges. except where
specifically stated

Logarithmic (1) Basic scale: income at upper

1969

scale used limit of each range equal to 4/3
for income income at lower limit. For incomes
ranges between £616 and £1,464 per year
each range split into two parts
(scale factors (4,3 1957
(i1) Income at upper limit of each
range equal to (11/10) income
at lower limit at all levels of
income 1961
Adjustments Discontinued 1963
for non-
response



APPENDIX III

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 King-
dom but the results are, of course, subject to sampling
errors. The effective sample represents about 1 in every
1,800 houscholds, and the co-operating households
slightly over 1 in every 2,700 households in the UK.
There are many cases where the number of house-
holds of a given type in a given income range is small and
the averages may therefore be unreliable. For this reason,
exceptin Tables6—8 where the fullhousehold 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 volun-
tary basis and in recent years about 70 per cent of the
households approached have co-operated fully by pro-
viding al} the information requested. Households which
do not co-operate may differ in important respects from
those which do. It is known that there are regional
variations in response levelst 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
househoids without children. Even ameng households of
a given type in a given income range, co-operating and
non co-operating households may differ in the amounts
they pav in direct taxes, in the benefits they receive in cash
and kind, and in their purchases of tax-bearing items,
It has not so far been possible to develop a satisfactory
basis for re-weighting the sample to allow for differences
between co-operating and non co-operating households
and the tables which follow show the averages for
households co-operating in the survey.
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(111) 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
to what extent this is attributable to understatement by
respondents 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 alcoholie 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
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 it is only practicable to make these simple
pro rata adjustments. Similar but smaller adjustments
have been made to the recorded fipures of expenditure
on confectionery, ice cream and soft drinks to make the
average expenditure consistent with the yields of purchase
tax while still applicable to these itemns.
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CHART 1 Parc |

Average taxes paid and benefits received by non-retired households
in different income ranges — 1973

Benefits Percentage of original income plus cash benefits Taxes
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CHART 1 Part2
Average taxes paid and benefits received by retired and non-retired households
' in different income ranges — 1973

Benefits Percentage of original income plus cash benefits Taxes
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CHART 2 Part |

Distributions of retired and non-retired households classified by (i) original income
i

1973 (ii) income after direct
Number of Number of taxes and benefits
households households (iii) income after all
700 — 700 — taxes and benefits
600 —T 600
500 E:i | adult 500 | adult
::: (retired) (non-retired)
e
%
400 - e 400
I
300 | ko 300 |
-
200 [ b 200 —
o i
100 3 = 100 K3
[d £ i
0 Lo [ E 2 5 - 0 t e :
I 2 3 4 5 6 7 8 1 2 3 4 5 6 7 8
Ranges of income Ranges of income
Ranges of income
£ per year
| under 38| [0 Original income
2. 381~ 557
3. 557- 816 Income after direct
1 816-1.194 B taxes and benefits
5.0 1,194-1,749
& .. 1,749-2.561 - Income after all
7 .. 2,561-3,750 taxes and benefits
8 .. 3,750 and over
2 adules
(non-retired)
2 adults
600 = (retired) 600 I~ S
K
K
500 [~ 500 :::
D.i
.‘1
..'
400 |- 0 = s M
v R
B <l | K
N | &
.q ] ..
o | K
K Cl | K
] k<] K
200 - 200 |- = A Al
kS & ’ <] i«
K % Pl K Vol
% s ol | Bl | &
5] R 3 :o ]
100 H 00 - | |5
s I w B Wl
B % - “ BN B
B " & K | Bl | B
0 — 2 Hne Bl X 73 0 K R DI
1 2 3 4 5 6 7 8 | 2 3 4 5 6 7 8
Ranges of income Ranges of income

Ixxcvibi



CHART 2 Pare2

Distributions of retired and non-retired households classified by (i) original income

1973 (ii) income after direct
taxes and benefits
Number of Number of (iii) income after all
households househofds taxes and benefits
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