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z—2 DIFFRENCES IN NET SPENDING POWER FOR A EI INCREASE IN GROSS
EARNINGS; AS AT NOVEMBER 1977 FOR MARRIED COUPLES
WITH TWO CHILDREN AGED 4 AND 6

All benefits reassessed on receipt of pay rise

reduction of rent

and rate rebates

£
&L mmemee——- FIS not reassessed
:14) 1.00 r 1.00
% Reduction of FIS starts
Q and loss of rent and .
o 0.5 4 k 0.75
3 /
<]

0-50" 0.
g N.I contributions stop 0.50
® increasing
+

25+ L

g 0.28 Loss™ 0.25
o of rent
et rebate
o 0.00 - 0.00
) b
m -
8 FIS/tax overlap, 7 .
0 ~0259  combined with - - -0.25
)
~
)
In)
d
0]
j¥]
3]
£
-

—0.504 and increasing NI k‘::s of  —0.50
contribulions welfare Loss of free school meals
milk and rate rebates
-0.75 T T T T T T T -0.75

1
25 35 45 55 65 75 85 95 105 115
Gross weekly earnings of husband (E£pw)

Source: DHSS

Notes:

1 Figures 4.2 and 4.3 were drawn on the following assumptions: the family is a
hypothetical one, consisting of a married couple with two children aged 4 and 6
living in typical (not GLC) accommodation; rent of £5.60 per week and rates of
£2.20 per week are assumed; and it is also assumed that the gross income of the
family is earned solely by the husband, who has work expenses of £2.00 per week.

2 In practice, a family's benefits do not change immediately after a husband's
pay rise. For example, the combined effect of the fact that FIS is awarded for
12 months at a time, and the annual upratings of the benefit, is that the level
of FIS payable is likely to change little, if at all, provided that the earnings
increase is about average. Some other benefits, such as free school meals, are
similarly awarded on a 12 month basis.

3 Net spending power is defined as gross weekly income plus benefits (family
allowances, FIS, rent rebates, rates rebates, the value of free school meals
and free welfare milk) less tax (income tax and national insurance contributions
by the employee)less gross housing costs (rent and rates) less work expenses.

Royal Commission on the Distribution of Income and Wealth Report Na6.
(21)




b RERIER No 50

X3 —3 ESTIMATED NUMBER OF WORKING FAMILIESl IN OR
AROUND THE POVERTY TRAP; DECEMBER 1972 TO
DECEMBER 1975
Great Britain '000 families
Amount of a €1 increase in earnings Working
December retained by working families in or families in
each year around the poverty trap the total
population
Negative 0-24p 25-49p
000's 000's 000's 000's
Families with children-head in
full-time employment2
1972 [40] {30) 170 6,490
1973 90 na 6,370
19743 (20) (30] 250 6,560
19753 50 [40] 200 6,510
Families without chilJren—head
in full-time employment?2
1972 na na na na
1973 na na na na
19743 . [10] 120 10,230
1975 . __ 90 10,220
Source: DHSS from FES data.
Notes:
1"Working families" are those with the head in full-time employment or
self-employed.
2The figures in brackets are subject to considerable sampling error.
3For 1974 and 1975, higher rate taxpayers were excluded from those with
marginal incomes of 49p or less, although included in the total popula-
tion figures in the right hand column.
Had they been included, the figures in the "25-49P" column would have
been 360 and 340 for families with children, and 230 and 260 for families
without children, in December 1974 and December 1975, respectively.
na = not available.
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6—5

Presentage of famillies in-each category having household income below

140 per cent of SB
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Note: The number given in each box gives the percentage of the group of families defined by

the corresponding 'branch' of the tree who have a household income of below 140 per-

cent of SB.
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Fig 3.3 Percentages of families with household incomes below 140 per cent.of SB

which are in each type of family
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