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EUROMOD is a tax-benefit microsimulation model tbe European Union (EU) that enab
researchers and policy analysts to calculate, coraparable manner, the effects of taxes
benefits on household incomes and work incentieedhfe population of each country and
the EU as a whole.

EUROMOD has been enlarged to cover 28 Member Statdsis updated to recent poli
systems using data from the European Union Staisih Income and Living Conditions (EL
SILC) as the input database, supported by DG-EMRheEuropean Commission.

This report documents the work done in one annpdhte for United Kingdom. This work weé
carried out by the EUROMOD core developer teametasainly in ISER at the University ¢
Essex, in collaboration with a national team.

EUROMOD director: Matteo Richiardi

UKMOD Principal Investigator: Mike Brewer

EUROMOD executive director: Jack Kneeshaw

EUROMOD coordination assistant: Cara McGenn
EUROMOD/UKMOD developers responsible for UK: Pabla Agostini
National team for UK: Paola De Agostini, Kakia Gtiati and Iva Tasseva

The results presented in this report are derivetgudKMOD version A1.0+ and EUROMOI
version 12.0+. EUROMOD is continually being impralvand the results presented here 1
not match those that would be obtained with lagsions of EUROMOD.

For more information, see: http://www.iser.essex.ac.uk/research/euromod
https://www.iser.essex.ac.uk/research/projects/ukmo
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This document is supported by the European Unimgmamme for Employment and Soc
Innovation  “Easi”  (2014-2020). For  further inforr@at please  consu
http://ec.europa.eu/social/easi The information contained within this documerded not
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necessarily reflect the position or opinion of Egopean Commission.

UKMOD is supported by the Nuffield Foundation. TRaffield Foundation is an independe
charitable trust with a mission to advance sociglheing. It funds research that informs soc
policy, primarily in Education, Welfare, and Justidt also funds student programmes t{
provide opportunities for young people to develkiisin quantitative and qualitative methog
The Nuffield Foundation is the founder and co-funaiethe Nuffield Council on Bioethics an
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1. BASIC INFORMATION

1.1 Basic information about the tax-benefit system

a)

b)

d)

f)

9)

h)

)

The tax-benefit system is largely a unified, natiosystent. The main exceptions are
council taxand council tax benefitwvhich do not apply in Northern Ireland and the
social fund a discretionary element of which is managed ufiged local budgets each
year.

The tax system generally changes in April each.y&he main benefit changes take
place at the same time, but can also be implemeaattether times, usually in June or
October.

State pension age in 2016 was 63 for women anaGBé¢&n; the state pension age for
women started increasing gradually in 2010 frony@&&rs old it reached 65 years old in
December 2018. After that, a phased increasindi®fpension age for both men and
women is planned. State pension age will reache@ésyold by 2020.

Minimum school leaving age is 16; dependent childaee usually defined as being
under 16 or under 19 years old and in full-time -adwanced education and not
married.

The income tax system is an individual system, wihouses being assessed
independently.

Income tax liability is based on annual income atfidwances and thresholds are
referred to in annual terms. Income tax withholdirage collected on a cumulative
basis, i.e., the system tries to ensure withholdimgexact amount due in the financial
year. Only individuals paying tax on trading incorfeg. self-employed people),

income from more than one job or who pay tax aigadr marginal rate must file a tax
return for income tax. Typically, end-year adjusitseto tax liability are factored into

the next year’s tax code.

The means-tested benefit system assesses entitlanwanding to benefit unit income.
The benefit unit is the nuclear family - the coufdehabiting or married) or single adult
plus any dependent children. Social contributiostgte benefits and pensions are
usually assessed and paid on a weekly basis. Amauateferred to in weekly terms.

For benefit and tax credit purposes lone parentsdafined as parents of resident
dependent children, not cohabiting with a partrfethe opposite sex (whether or not
any partner is the parent of the child is irreléyan

Generally, civil partners (same sex) are treatethénsame way as married couples by
the tax-benefit system.

There are statutory requirements to uprate sommegils of the tax-benefit system
annually, while for others uprating is discretionddntil 2011 most components were
uprated annually by prices (RPI) with means-tebekfits following the “Rossi” price

1 The way it operates in practice may vary acrosensgand by other characteristics.
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indeX excluding housing costs and local taxes. From 28&1CPI (from the previous
September) was used as the basis for price upratihgnefits and tax credits and from
2012 also for income tax allowances and threshdlis.average the CPI rises more
slowly than either the RPI or the Rossi index. Oalyew elements are adjusted by
earnings and some are not adjusted at all. Eacdftlyei® may be announced departures
from these rules, in either direction.

K) Policy changes, or confirmations of standard upgatare usually announced in the
Autumn Financial Statement (usually in early Decembfor the following April.
Further changes may also be announced in the MgrmihBudget. Often, structural
changes are announced one or more years aheadamiegl implementation. For
example, the introduction of an element of joirtat#gon (a transferable allowance
between spouses) for April 2015 was announced oe®Déer 2013. From 2017, a new
timetable is introduced: the Autumn Budget will @enounced in November as the
major update on the UK’s finances. While in Marcbvihthe Government will respond
to the Office for Budget Responsibility (OBR)'s émasts with a Spring Statement.

1.2 Social Benefits

In the UK, social security benefits can be divideih three different typesontributory, non-
contributory - non-means-testattdmeans-tested

The first category consists abntributory benefits, which are earnings-replacement benefits
and pensions. Entitlement to these benefits depemdgving met certain conditions regarding

National Insurance contributions. Some contributbenefits are subject to specific tests on

current income.

The second type of benefits m®n-contributory (non-means-tested)enefits. These benefits
depend on certain contingencies such as disalalitylone) parenthood but do not require
contributions to have been made and are not sufgiect income test.

The third type of benefits isneans-tested benefitsThese benefits depend on a range of
personal and family circumstances but also on famdomes - benefit entitlement is reduced if
family incomes increase.

Tax credits have changed their name, format andraskering authority over the past 15 years

(see section0). In practice, despite being adngirest by the tax authorities’, tax credits are like

cash benefits and are treated as such here. Tdetifpes of benefits are reviewed separately in
the next sectiomable 1 provides an overview of different typedenefits by type:

2 “Rossi” price index,named after Hugh Rossi, the social security minisesponsible for its introduction,
corresponds to the all-items RPI excluding rent,tgage interest payments, council tax and depreciatosts. It
was until recently the index used to uprate staterne-related benefits.

7
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Table 1. Types of Benefits in the UK tax-benefit stem

Contributory Jobseeker’s Allowance (JSA)

(aka National Employment and Support Allowance (ESA)
Insurance Benefits) | Retirement Pension

Bereavement benefit

Maternity Allowance (MA)

Non-contributory, Child Benefit (CB)

non-means-tested | Sure Start Maternity Grant
Attendance Allowance (AA)

Disability Living Allowance (DLA)
Personal Independence Payment (PIP)
Severe Disablement Allowance (SDA)
Carer’s Allowance (CA)

Scottish Carer’s Allowance Supplement (Scotland only)
Industrial Injuries Disablement Benefit
Guardian’s Allowance

War Pensions

Winter Fuel Allowance

Means-tested Income Support (IS)

Jobseeker’s Allowance (income-based)
Employment and Support Allowance (income-based)
Pension Credit (PC)

Housing Benefit (HB)

Local Housing Allowance (LHA)
Council Tax Reduction (CTR)

Working Tax Credit (WTC)

Child Tax Credit (CTC)

Social Fund

Universal Credit (UC)

Other (not strictly) | Statutory Sick Pay (SSP)

benefits Statutory Maternity Pay (SMP)

Statutory Paternity Pay (SPP)

Occupational and approved personal pensions
Child support

Student loans

Foster Allowances

1.2.1 Contributory benefits
Also known as “National Insurance benefits”, themm@ontributory benefits are:

Jobseeker’s Allowancecontributory (JSA) is a flat-rate benefit for thieemployed, conditional
on active job search with no additions for depet&laDuration of the allowance is up to six
months only. Small earnings are disregard and piid only for those under the state pension
age. Private pension income over £50 per week]tsesureductions to JSA payments. It is
taxable. There is also a means-tested compond®Adsee section 0 below).
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Employment and Support Allowance(ESA): benefit for the sick and long-term incapaist,
conditional on claimants’ inability to do paid wofkrom 2008 this replaced Incapacity Benefit
and the disability element of Income Support (IB)e contributory part (as well as the means-
tested part — see chapter 2.5.8) involves an ligsessment phase of 13 weeks during which a
basic allowance is paid. The assessment focuseapability to work. If claimants are assessed
as having a limited capability for work-related igity, they are moved on to the support
component, which means receiving a higher rate mdtladditional conditions. If claimants are
assessed to have a capability for work-related/iactfWRAG), they receive the work-related
activity supplement and have to participate in tegwork-focussed interviews in return. From
2012 contributory ESA for those on WRAG is limitexdtwelve months duration period.

Retirement pension if individuals meet the contribution conditionshen they are over state
pension age, they get a flat rate basic pensioat€gbry A”). If conditions are only partly met,

a reduced pension of at least 25% of the basicbeapaid. Spouses who do not meet the
conditions may receive a lower pension based oin plaetner’'s contributions (“Category B”).

At age 80 contribution conditions are removed. &xpension increments can be earned if
retirement is delayed and additions are paid fpeddent spouses under pension age. The basic
pension is taxable. For pensioners who contributedhe State Earnings Related Pension
Scheme (SERPS) or other state earnings relateibpeschemes an additional earnings-related
pension is payable. This is taxable and there am@dditions for dependants.

Bereavement benefit this is based on the late spouse’s contributiandow(er)s under 45 do
not qualify unless they have dependent childreme®ement benefit is taxable. Part of the
spouse’s SERPS entitlement and private pensicso(ime cases) can also be inherited.

Maternity Allowance (MA) is a flat-rate benefit payable for up to 2@eks if the claimant has
herself met contribution, employment and earnirgggditions and does not qualify for Statutory
Maternity Payment (SMP, see section 0). A standatd is paid to women whose average
earnings at least equal the National Insurance Ld#anings Limit and to self-employed
women who have paid a Class 2 contribution (segtehal.3). There are no additions for
dependants. Maternity Allowance is not taxable.

1.2.2 Non-contributory, non-means-tested benefits

Child benefit (CB) is a universal flat-rate benefit paid to tterer of each dependent child. A
dependent child is a child that is either underot@inder 19 and in full-time education or
training. There is a higher rate for the eldestrdy dependent child; otherwise the rate does not
vary. Child benefit is not generally taxable. Sirg@#.3 it is effectively taxed for parents who
pay income tax at the 40% (or higher) marginal.rate

Sure Start Maternity Grant (SSMG) is a one-off payment from the Social Fund lfawv
income families to help with the cost of a new habyScotland, from late 2018 this has been
replaced (and will be extended) by Best Start Grant.

Attendance Allowance(AA) is a flat-rate benefit and can be claimeditgividuals who need
care during the day, at night or both (higher rdte to their illness or disability. It is taxable.

Disability Living Allowance (DLA) can be claimed by individuals if they becomsabled
before the age of 65 and have personal care ambility needs. The care component is paid
at one of three rates and the mobility componeminat of two rates, depending on severity of
need. DLA is not taxable. This allowance will hai\f replaced by the Personal Independence
Payment (PIP) by 2018 for working-age adults.
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Personal Independence Paymen{PIP) is gradually introduced across the countymfr
summer 2013 for new claimants of DLA age 16-64hibuld be fully rolled-out by mid 20319

It is very similar to DLA as it is hon means-testadn-contributory and non-taxable benefit. It
aims at helping working-age adult with some of éixé&ra costs caused by long-term disability,
ill-health or terminal ill-health. As DLA it has wvcomponents - a living component and a
mobility one. However each component has only tetes: a standard rate and an enhanced
rate.

Severe Disablement Allowanc€SDA) can be claimed by individuals who are atste80%
disabled but who do not qualify for ESA. It is paat a lower rate and there are additional
payments for dependants. SDA is not taxable. Siprd 2002, the benefit is only maintained
for existing claimants.

Carer’s Allowance (CA) is a benefit for carers of severely disalppedple who are themselves
not earning more than a specific threshold andagesl 64 or less when first claiming. Severe
disability is defined as someone getting either EieA care component or AA. There are
additions for dependants and the benefit is taxable

Scottish Carer’s allowance supplements an extra payment for people in Scotland who get
Carer's Allowance. It was first paid in Decembet&0

Industrial Injuries Disablement Benefit is a benefit for people who are long-term
incapacitated due to injury at work. It is not thlea

Guardian’s Allowance is paid to someone bringing up children whose miarbave died. It is
paid in addition to Child Benefit and is not taxabl

War Pensionsis an “umbrella” term for a series of paymentd thay be made to people who
have been injured, disabled or widowed as a refsérvice in HM Forces (not necessarily in a
war). War Pensions are not taxable.

Winter fuel allowance is an annual payment made to households contaatileast one person
aged over female state pension age, with a supplepad for the presence of anyone aged
over 80. The payment is not taxable and not messted.

1.2.3 Means-tested benefits

Income Support(IS) is the main social assistance benefit forkivay age people whose family
incomes are lower than a specified level and wieoexempt from the obligation to find work
(or are in work for less than 16 hours per weel) are not covered by income-tested ESA or
JSA (see chapter 2.5.6). If family income is ldsantthe applicable amount, IS makes up the
shortfall. The applicable amount is made up of geas allowances and premiums for certain
groups with special needs. Amounts for children @avided throughChild Tax Credit(see
chapter 2.5.3) which is paid at the maximum le$&lme housing costs (mortgage interest and
ground rent) are included in the applicable amobamilies who share their household with
other non-dependent adults have deductions made thire amount allowed for housing costs,

3 https://www.gov.uk/government/publications/20102@t5-government-policy-welfare-reform/2010-
to-2015-government-policy-welfare-reform#appendimBoducing-personal-independence-payment
https://www.benefitsandwork.co.uk/personal-inde garg-payment-pip/pip-timetabland
https://www.gov.uk/government/uploads/system/upsdaitachment_data/file/529079/pip-statistics-to-

apr-2016.pdf
https://www.benefitsandwork.co.uk/news/3646-dlgip-roll-out-behind-schedule
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whether or not actual contributions to the costraagle. Rent and Council Tax are not included
but are covered separately Hgusing BenefiandCouncil Tax Benefiincome is assessed after
tax and contributions; instead of actual incomenfigapital, a “tariff” income is calculated from
capital above a lower limit. Families with more tha certain amount of financial capital are
disqualified from IS altogether. Income Supporassessed weekly. It is not taxable. Certain
benefits-in-kind (so called ‘passported’ benefédsd available to recipients of IS. These include
free lunches for school children; free prescriptimedicines (these are already free to all
children and pensioners); free milk for babies prejnant women. Income Support for people
aged 60 or over, known as Minimum Income Guara(itt&), was replaced by Pension Credit
in October 2003.

Jobseeker’s Allowance(income-based) is the social assistance benefith® unemployed
which may be claimed after entittement to contrilbut)JSA is exhausted or on top of it, to meet
the income needs of the unemployed person and fémeity. The structure is the same as for
Income Suppolfsee chapter 2.5.6).

Employment and Support Allowance (income-based) is the social assistance benefitht
long-term sick and disabled which may be claime@raéntittement to contributory JSA is
exhausted or on top of it, to meet the income neétise incapacitated person and their family.
The structure is similar to that foxcome Suppoifsee chapter 2.5.6).

Pension Credit(PC) is the means-tested pension for people agexdfemale state pension age

and is made up of two parts. The Guarantee CreditGC) is similar to IS in structure. The

Savings Credit (PC-SC) rewards older pensioners)(880o have savings, pension or earned
income above the state basic pension with an additiamount, which is reduced as incomes
rise beyond a threshold. It is not taxable.

Housing Benefit (HB) covers rent for social renters. It is paidfuil for 1S, PC-GC and
income-based JSA and ESA recipients, subject talllospecified maxima. For those with
higher incomes it is tapered away with additiomaioime, using a similar system of applicable
amounts as IS. Income is assessed after incomantaxontributions. Families who share their
household with other non-dependent adults have diiedis made from rent, whether or not
actual contributions to the cost are made. Capilak apply in a similar way as with IS. HB is
assessed on weekly income and rent. It is not taxab

Local Housing Allowance(LHA) provides help with private rent for low ine@ households,
replacing HB for these households gradually betwa@d8 and 2013. It has a similar structure
to HB (assessed on weekly income and rent) limitirggyamount that can be claimed against
housing costs by private sector tenants. The amoiutite benefit is linked to a percentile of
rent within a local Broad Rent Market Area (BRMAQrfsimilar dwellings. Moreover, the
amount of the benefit payable is subject to a natimaximum distinguished by the size of the
accommodation.

Council Tax Benefit (CTB) provides rebates on Council Tax for low immhouseholds. It has
a structure similar to HB and is not taxable. Fia0i2 CTB became discretionary at the local
authority level.

Working Tax Credit (WTC) tops up the wage of low paid workeltsis paid to:

1. people aged 25 or over in employment or self-empkyt for at least 30 hours per
week,

2. people with disabilities working at least 16 hopes week, and

11
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3. to families with dependent children where at least parent is in employment or self-
employment for at least 16 hours per wéek.

Working Tax Credit is payable and assessed on dyykasis but is responsive to changes in
household circumstances and income. Recipientsreaeired to report changes in income
which can lead to a re-assessment of their taxitaedrd. WTC contains an element to cover a
proportion of qualifying childcare costs. It is riakable.

Child Tax Credit (CTC) is paid to families with children, whether or nbetparents are in
work. The transfer is made up of two componentse-first component is a “family element”

(in some years doubled for the first year followaghild’'s birth), which is paid regardless of
income for those not in the 40% tax bracket or éighhe second component is a per-child
payment (higher if the child is disabled) for thdamilies with a gross annual income up to a
given threshold and is tapered off thereafter asrire increases. It is payable and assessed on a
yearly basis and is not taxable.

Social Fund payments also include two components - regulagganpnts which contribute to
maternity, funeral and cold-weather fuel costs éartain families on low income; and
discretionary payments which take the form of eith@n-repayable grants or interest-free loans.

Universal Credit (UC) is being introduced in stages. It has bdsaspd-in from October 2013
and its full roll-out should be complete by Marc@22. It will represent a very substantial
reform to the system of means-tested benefits andredits for working-age families. The core
of the reform is that almost all means-tested welfaenefits (Income Support, Jobseeker’'s
Allowance, Employment and Support Allowance and $iog Benefit) and in-work tax credits
(Child Tax Credit and Working Tax Credit) will beormbined into a single programme,
Universal Credit. It will be administered by thefartment for Work and Pensions (DWP), and
will be payable to families where no one is in woakd to families on a low income where
someone is in work. The government hopes that UCmake it easier for claimants to claim
benefits, make the gains to work more transparang reduce the amount spent on
administration and lost in fraud and error. As Iwat changes to the way that benefit
entittements are calculated, the conditionalityimegfaced by Universal Credit recipients in
work will be substantially different from that whic currently applies. In particular,
conditionality will apply to two groups of Univels&redit recipients who currently face no
forms of conditionality: some part-time workers Wwfhce obligations to seek better-paid or
longer-hours work, and some adults without paidkwainose partners are in low-paid work will
face obligations to look for paid work.

* Not strictly benefits

In addition there are components of income thanatestrictly part of the benefit system. These
include:

Statutory Sick Pay (SSP)payable to employees by the employer for the @&tweeks of
sickness leave. SSP is paid at a flat rate (mogilogrs pay full wages for short-term
sickness). Payments are (generally) treated aggarhy the rest of the tax-benefit system.

Statutory Maternity Pay (SMP) and Statutory Paternity Pay (SPP)(starting from 5 April
2015) payable to employees by the employer fofitbel8 weeks of maternity leave. For SMP
there is a minimum flat rate payment and a higlaée (payable for only six weeks) equal to
90% of usual earnings. Similar to SSP, both paymare (generally) treated as earnings by the
rest of the tax-benefit system.

4 Specific hour limits may vary over time.

12
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Occupational (employer-provided) and approved personal pensioaprivate pensionsthat
for the majority of employees replace the Statalbgis-Related-Pension-Scheme (SERPS).

Child Support is child maintenance paid by absent parents. pedds on an assessment of
income and needs of the families of both parents iarenforced where lone parents are on
Income Support

Student loansare partly non-means-tested and partly meansetest@arental income.

Foster allowancesare paid to families looking after children whe a@n Local Authority care
(or similar).

Training allowances and education maintenance alloanceare paid under various schemes.

1.2.4 Benefit cap

From 15 April 2013, a “benefit cap” may limit thetal amount payable to a benefit unit from
certain specific benefits. The benefit cap is aaplby reducing HB or, from October 2013, by
reducing Universal Credit. If the benefit unit istrentitled to HB or UC, the benefit cap is not
applied.

1.3 Social contributions

1.3.1 Brief description

Social contributions, known aBlational Insurance Contributions (NIGsJinance current
National Insurance (NI) benefits and NI basic estient pension. Conditions regarding
contributions made in the past determine eligipitid contributory benefits. There are four
classes of contributions, but the most importamtterms of revenue-raising being is Class 1,
which makes up 97% of the total.

Employees pay “primary” Class 1 contributions oeithcurrent weekly earnings between a
lower and upper earnings limit (and at a lower rab®ve this limit) and employers pay
“secondary” Class 1 contributions on the same agmbase but with no upper limit. Some
employer-provided goods in kind (such as compamnyara included in the earnings base.

People with self-employment income are liable fé#sS 2 and Class 4 contributions. These
contributions only bring entitlement to the bastirement pension, not to short-term benefits.
Class 2 contributions are a weekly payment at tardliee, which is the equivalent of employee
Class 1 contributions. Low self-employment incomexempt. The equivalent of the employer
contributions are the Class 4 contributions. Thegepayable on income between a lower and
upper profits limit (and at a lower rate above thist), and are determined annually. There is a
maximum annual NIC payment for those with both emplent and self-employment income
which corresponds to the maximum that can be peadfull year on employment earnings. The
same maximum applies to people with earnings freveisl jobs.

Employees who are contracted out of the state mgsnielated pension scheme pay a lower rate
of contribution, up to the upper earnings limit.elfthemployers also pay a lower rate, up to the
upper earnings limit. Married women who were eldcte 1977 or earlier to pay reduced
contributions can still do so, as long as theirtgbation records have been maintained. This
means they do not have to pay Class 2 contribufiibrself-employed) and only have to pay a
lower rate of Class 1 contributions (if employed)woman who does this can only claim a
reduced Category B state pension on the basisrdfusband’s contributions on retirement, and
is not eligible for other contributory benefits.
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Class 3 contributions are voluntary and are usuaHygle by UK citizens living abroad, in order
to maintain their contribution record.

Minimum contributions may be credited in certaincaimstances, notably during registered
unemployment and while caring for young childrehae.

There are some special schemes for small groufsasushare fishermen.

National Insurance contributions are not tax-deiblest

1.4 Taxes

Income tax. The UK income tax system is an individual systenth the incomes of married
people being taxed independently. There is an iddal personal allowance which is higher for
people aged over 65 and still higher for those amesat 75 (“Age Allowances”). Age additions
are withdrawn as taxable income rises. From Afll®2age additions allowances are gradually
phased out and the unused personal tax allowantéearansferred within non-higher tax
payer married couples. From 6 April 2016, a newsgpeal saving allowance has been
introduced.

The UK income tax system has a relatively broact lzel there is - for all practical purposes -
a unified tax schedule. Some employer-provided gandind are included in the income base
(such as company cars). In 2009 there were twobaates: a wide “standard rate” band of 20%
and a higher rate of 40%. A top rate was addedk02From April 2016 Scotland can apply
different tax rate and income bands.

Tax assessmenis annual (April - March). Most income tax is @ated at source, either
through withholding at 20% on income from capital through the comprehensive and
cumulative Pay As You Earn (PAYE) system on eammimdost UK income tax payers do not
complete tax returns: only those who may be lifdenigher-rate tax usually do so. Otherwise,
most adjustments are carried out within the tax ysing the PAYE system or between years
using the tax code.

Council tax is a local tax providing approximately 20% of lbecavenue. It replaced the
notorious “poll tax” in 1993. Council tax does rayply in Northern Ireland where the system
of domestic rates remains in place. Council taxdénly based on the estimated market value of
the property (as of April 1991). Properties ar®@cdted to one of nine nationally-determined
(i.e. different in England, Scotland and Wales)dsaaccording to property value. The tax in
each band is some multiple of the tax in the 4thdb@Band D"), ranging from 2/3 in the
lowest value band to 2 in the top value band. Lecdhorities set the level of Band D tax each
April. The Council Tax is reduced by 25% if the peoty contains only one resident adult (or
by 50% if there is nobody resident). There are etams for students and members of the
Armed Forces. The tax has its own rebate systedofoincome families (Council Tax Benefit

- see section 2.5.11).

Capital gains tax is levied on gains arising from the disposal ofetssby individuals,
representatives and trustees. There is an allowancehich an individual's capital gain is
exempt from tax (the allowance for trusts is lowdiere is a taper system which reduces the
proportion of the gain that is chargeable to thg,lbnger the asset has been owned.

Inheritance tax is charged at a single rate of 40% on wealth fesred at (or within 7 years
before) death. There is a minimum threshold andaterassets such as farms and small
businesses are eligible for relief. Transfers twusps and charities are exempt.
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Property and Stamp Duties(Stamp Duty and Stamp Duty Land Tax) are leviegtmeck and
share transactions and on conveyances and traméfiensd and property. There is a threshold
below which no duty is paid and a scale of propodl rates applies to property transactions,
according to the value of the property.

2. SIMULATION OF TAXES AND BENEFITSIN EUROMOD

2.1 Scope of simulation

Not all the taxes and benefits mentioned in theriptes section are simulated by EUROMOD.

Some are beyond its scope entirely and are nditbierded in the EUROMOD database nor in

its output income variables. Others are not posdiblsimulate accurately with the available

data. They are included in the database and mayh@sen as components of output variables,
but the rules governing them may not be changethéynodel. Table 2 shows which benefits

are simulated (or otherwise treated) whereas Taldkows which taxes and contributions are
simulated.

Table 2 Simulation of Benefits in EUROMOD

Variable Treatment in EUROMOD
name(s) 2016 2017 2018 2019 2020

Why not fully simulated?

PS PS PS PS PS
orS orS orS orS orS

Jobseeker’s
Allowance
(contributory)

bunct_s Eligibility for unemployment

benefit is based on actual receipt
plus other relevant conditions being
satisfied. A full simulation of
unemployment benefit receipt can

be switched on.

Jobseeker’s bunmt. s S S S S S Simulated as part of Income Suppo
Allowance (income

based)

Employment bdict01, | I I I I Inadequate data on length of
Support Allowance bdict02 sickness spell and contribution

+ Incapacity history

Benefit

(contributory)

Employment bsadi_s S S S S S

Support Allowance

(income based)

Basic State boact00 I I I I I No data on contribution history o
Retirement Pension retirement date

Earnings related  boactcm I I I I I Contribution history unknown

state pension
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Variable

name(s) 2016 2017 2018 2019 2020

Treatment in EUROMOD

Why not fully simulated?

Pension Credit boamt_s
Winter Fuel boaht_s
Allowance

Bereavement bsuwd
Benefit

Maternity bmana

Allowance(*)

Statutory Sick Pay  bhlwk

Statutory bmaer
Maternity/Paternity (bmact_s)

Pay(*)

Attendance bdioa
Allowance

Disability Living bdisc,
Allowance bdimb
Personal bdiscwa,
Independence bdimbwa
Payment

Severe Disablemenbdisv
Allowance

Carers Allowance berdi

Carers Allowance bcrdi
Supplement
(Scotland)

Industrial Injuries  bdiwi

Disablement

Benefit

War Pension boawr
Child Benefit bch_s
Child Tax Credit bfamt_s

(bmanc_s)

S

S

S

S

S S
S S S
I I
I I
I I I
I I
I I
I I
I I
I I
I I I
PS PS
I I
I I I
S S S
S S S

No data on deceased husband’s
contributions or date of widowhood

No data on pregnancy dates,
contribution conditions, previous
earnings.

No data on gifigihg conditions

No data on pregnancy dates or
previous employment record or
earnings.

Insufficient information on
disability

Insufficient information on
disability

Insufficient information on
disability
Insufficient information on
disability

Insufficient infmation on
disability

Eligibility for entitlement is s&d
on actual receipt of CA and region
of residence.

Insufficient information on
disability

Insufficient informati on injury
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Variable Treatment in EUROMOD Why not fully simulated?
name(s) 2016 2017 2018 2019 2020

Working Tax bwkmt s S S S S S

Credit

Income Support bsa_s S S S S S

Housing Benefit bho_s S S S S S

Local Housing bho_s S S S S S

Allowance

Universal Credit bsauc_s S S S S S Replacing otleans-tested
benefits gradually from late 2013

Council Tax bmu_s S S S S S From 2013 administered at local

Benefit level cannot model details of local
scheme

Social Fund E E E E E No data; cannot model local
discretion

Educational bedes | | | | | Insufficient information on school

Maintenance attendance

Allowance

Sure Start bmamt s S S S S S

Maternity Grant
Best Start Grant bmascmt_s - - S S Introduced in Scotland from 2019

Benefit cap brd_s S S S S S Introduced from 2013

Notes: “-"; policy did not exist in that year; “E"excludedfrom the model as it is neither included in the
micro-data nor simulated; “I'includedin the micro-data but not simulated; “P@drtially simulatedas
some of its relevant rules are not simulated; §8fulatedalthough some minor or very specific rules
may not be simulated.

(*) For consistency across time, the baseline uemssimulated variables as reported from FRS and
uprated in line with Government announcements. Zait5 system onward, simulation of Maternity
Allowance (bmanc_s) and Statutory Maternity/PatgrRiay (bmact_s and bpact_s) can also be simulated
using the Parental Benefits switch.

®> From 2013 Council Tax benefit has been made theoresbility of individual local authorities. It is
therefore likely that as time goes by the natur¢hef scheme will vary considerably by local ared an
may not operate at all in some. In EUROMOD we atyeassume that the 2012 national scheme
continues to apply in following years, with paraerst uprated in line with those for IS and HB in
Scotland and Wales. In England, we take into acctikely budget cuts due to austerities measures
assuming a 10.6% reduction to the amount of CouraX benefit effectively available under the new
schemes.
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Table 3 Simulation of taxes and social contributioa in EUROMOD

Variable Treatment in EUROMOD Why not fully
name(s) simulated?
2016 2017 2018 2019 2020
Some exemptions
Income tax tin_s S S S S S and small
— allowances are
ignored.
National tscee_s, Special schemes for
Insurance tscse_s, S S S S S small groups are
contributions  tscer_s ignored.

No data on property
value; no location
information below
standard region.

Council Tax tmu | | | | |

Implicit rate
Private pension calculated from
€ p tpcee s PS PS PS PS PS recorded
contributions ded
contribution and
earnings

Notes: “-"; policy did not exist in that year; “E"excludedfrom the model as it is neither included in the
micro-data nor simulated; “I'includedin the micro-data but not simulated; “P@drtially simulatedas
some of its relevant rules are not simulated; §8fulatedalthough some minor or very specific rules
may not be simulated.

2.2 Order of simulation and interdependencies

Table 4 shows the order in which the main elemehtse UK system are simulated.

The operation of the Minimum Wage (adjugesr) potentially affects all instruments related to
original income. That is why this is calculatedfir

Next, employee and self-employed National Insuracmaributions {scee_s and tscse_ade
simulated followed by National Insurance contribad for employerstgcer _s) After the
simulation of SICs, unemployment benefit (contribatbased JSA -bunct_s)is simulated.
Contribution-based JSA is taxable, therefore it s simulated before income tax. The
simulation of winter fuel allowanceb¢aht_$, Child Benefit bch_g, Income Tax Allowance
(tinta_9 and income taxtifi_s) has been done neXbllowed by the reduction of the child
benefits for high earnerbghrd_3.

The means-tested tax credits: Working Tax CretTFC (bwkmt_3% and Child Tax Credit —
CTC (famt_§ are based on gross income before income tax aatioridl Insurance
contributions. They have been simulated after Sid axed in line with the order of
simulation.

The income tests for means-tested benefits alse &mcount of income from Jobseeker’s
Allowance (JSA - contributory unemployment beneéijd Child Benefit lfch_s) Therefore,
these non-means-tested benefits must be simulatfedeblncome Support, income-based JSA
(bsa_s),Pension Creditbpamt_% and income-based Employment and Support Allowance
(bsadi_3$. Housing Benefi{bho_s)and Council Tax Reductiofiomu_s)nclude CTC and WTC

in their means-test and their calculation dependsvbether or not Income Support (income-
based JSA or Pension Credit or income-based ESfeceved. Therefore, they are simulated
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after other means-tested benefits. A Benefit Carqd a limit to the maximum amount of
benefits (of specific types) that a family can ieeeand therefore it is simulated last.

The new simulation of Universal Credit (UQ)sguc_uk is independent from other means-
tested benefits for working-age people. Howevesllmw the consistency of take-up behaviour
between legacy (before UC) and universal creditesys EUROMOD first computes all the
means-tested benefits replaced by UC and then deslC. On the other hand, the amount of
UC needs to be known before computing Council Taxiietion bmu_$. Therefore, UC is
simulated after Housing Beneflilfo_$ and before Council Tax Reductidmgu_3.

Finally, the Benefit Cap (respectivelyd_sandbrduc_$ is applied to benefit units that are
receiving Housing Benefit (HB) or Universal CredC) which fulfil certain criteria and
exceed a certain amount of total income from ‘detedenefits’ (see section 1.2.4 for more
information).
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Table 4 EUROMOD Spine: order of simulation

Policy 2016 2017 2018 2019 2020 Description of the instrument Main output
BTA uk switch switch switch switch switch DEF: settings for modelling benefit non take-upitetwvon/off to apply) ---
random_uk on on on on on DEF: Generate random number for bdisc_uk ---
SCT_uk switch switch switch switch switch SWITCH: keep Scottish observations ---
WLS_uk switch switch switch switch switch SWITCH: keep Welsh observations ---
PAA_uk switch switch switch switch switch DEF: Pension Age Adjustment - changes in earnamgspensions due to ---
increase in female state pension age (switch otdaipply 2011-onwards only)
yem_uk off off off off off  DEF: Minimum wage (switch on/off to apply) ---
neg_uk on on on on on DEF: recode to 0 negative self employed income ---
bmact_uk switch switch switch switch switch BEN: Statutory Maternity Pay (off by default) bmact_s
bmanc_uk switch switch switch switch switch BEN: Maternity Allowance (off by default) bmanc_s
bpact_uk switch switch switch switch switch BEN: Statutory Paternity Pay (off by default) bpact_s
bdisc_uk on on on on on BEN: DLA reduce number of recipients (post 2011) bdisc
bcas_uk on on on on on BEN: Scottish care allowance supplement (from 2648 berdi
tscee_tscse_uk on on on on on SIC: employee and self-employed national insuraocgribution tscee_s and tscse_s
tscer_uk on on on on on SIC: employer national insurance contribution tscer_s
bunct_uk on on on on on  BEN: contributory unemployment benefit (Job Seeldizwance) bunct_s
boaht_uk on on on on on BEN: pensioner's annual heating allowance (Wintesl Rllowance) boaht_s
bch_uk on on on on on  BEN: child benefit bch_s
tinta_uk on on on on on TAX: personal tax allowance tinta_s
tin_uk on on on on on TAX: personal income tax tin_s
bchrd_uk on on on on on  BEN: child benefit reduction bchrd_s, bch_s
bwkmt_bfamt_uk on on on on on  BEN: tax credits (Working Tax Credit and Child Ta@redit) bwkmt_s and
bfamt_s
bsa_uk on on on on on BEN: Social Assistance (Income based JSA, Inconpp&u and Pension Credi bsa_s
bsadi_uk on on on on on  BEN: Income-based Employment and Support Allowgii®A) bsadi_s
bho_uk on on on on on  BEN: housing benefit and local housing allowance bho_s
bsauc_uk on on on on on  BEN: Universal Credit bsauc_s
bmu_uk on on on on on  BEN: council tax benefit/support bmu_s
bmamt_uk on on on on on  BEN: Sure Start Maternity Grant bmamt_s
bmascmt_uk n/a n/a n/a on on BEN: Best Start Grant (for Scotland) bmascmt_s
bcap_uk on on on on on  BEN: Total benefits capped brd_s
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2.3 Policy switches

There are eight switches used in the UK mé&del.

First, there is a switch controllingenefit take-up modelling (BTA_uR. If the switch is set to
onthen partial take-up is applied (the default) epttise 6ff) full take-up is assumed.

The Pension Age Adjustmentswitch PAA_uR allows a choice between modelling policies
taking into account increases in female pensioniatgeduced from autumn 201®r) and
modelling policies ignoring this changeffj. The switch is set ton by default).

The Full Year adjustment switch £YA_uB controls the transition from Disability Living
Allowance (DLA) and Personal Independence PaymietRr)(in policybdisc_ukwhich started

in 2013 and should be fully implemented by 2018e Blvitch default value depends from the
combination of datasets and policy year. It is bjadlt off for all datasets collected from 2013
onward as they record entitlement to either PIBPIoA. It is by defaultoff in 2013 system (with
any dataset) as the first phase of introductioRIBfinvolved a reduced number of post codes. It
is by defaulton from 2014 system onward (for datasets previoug0t3) to take into account
the gradual transition from DLA to PIP.

The Parental Benefits switch (PBE_uk) controls Maternity Allowancbnfanc_uk Statutory
Maternity Pay Bmact_uk and Statutory Paternity Pabp@act_ulk policies. It is set toff by
default in the baseline from 2015 onward, heneeiks with input data from 2015.

The selection of Scottish Household¢SCT_uk) and theselection of Welsh Households
switches (WLS_uk) allow users to work respectiwsith the Scottish or Welsh subset of input
data. These switches are bafffiby default in the UK baseline. However, SCT_ukéasteon
by default for the Scottish baseline, while WLS iskset toon by default for the Welsh
baseline.

The Full Legacy Benefits Assumption switch (LBA) and theFull Universal Credit
Assumption switch (UCA) are used in the Universal Credit ppl{bsauc_uk to controls the
transition between legacy benefits and Universaldr Both switches control the value of the
constant$UCtransition in ConstDef uk. LBA uk set$UCtransition=0 when no universal
credit exists and only means-tested benefits frbm legacy system apply. UCA _uk sets
$UCtransitiorr1 assuming means-tested benefits from the olésystre no longer available.
Both switches are by default setdff and baseline includes transition from legacy hienéd
universal credit starting from 2014.

2.4 National Minimum Wage and National Living Wage

» Brief description

A national minimum wage (NMW) was introduced in Af999. It determines the minimum
amount employees have a legal entitlement to earmgur depending on their age. Minimum
Wage is simulated as a temporary variable in cgalidate earnings.

From April 2016 employees age 25 and over areledtio the National Living Wage (NLW).

6 Policy switches are denoted with ‘switch’ in thdipp spine (for a given policy year), while theiefdult values
(on or off) are set in a separate dialogue box in the maelessed via Country Tools > Set Switches in the
EUROMOD User Interface (Ul).
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» Eligibility conditions

The Minimum wage covers most employees exceptiosd exempted for various reasons. Our
data do not allow EUROMOD to account for exemptions

¢ Amounts

In June 2016 the National Minimum Wage was £6.7hoerr for employees aged 22 and over,
£5.30 for those aged 18-21 and £3.87 for thoserutland not of compulsory school-age. For
the rates for the other policy years, refer to &bl There are no minimum wage regulations for
children of compulsory school age. In April 20b& National Living Wage was set to add £0.5
per hour to the National Minimum Wage of employags 25 and over.

Table 5 Rate of the National Minimum Wage and Natioal Living Wage (2016 to 2020)

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2

£ per hour £ per hour £ per hour £ per hour £ per our

Age 25+ 7.2 7.5 7.83 8.21 8.72
Aged 22+ 6.7 7.05 7.38 7.7 7.92
Aged 18-21 5.3 5.6 5.9 6.15 6.33
Aged 16-17 3.87 4.05 4.20 4.35 4.48

Source: CPAG Welfare Benefits and Tax Credits Handbookq,6217 to 2019/20. OBR Economic and
Fiscal Outlook March 2019.

EUROMOD Notes: The implementation in EUROMOD checks that individuare receiving

at least the National Minimum Wage. Where this doatsseem to be the case in the data, the
EUROMOD calculation increases the income by catiugaincome based on the number of
hours worked on the national minimum wage. From628ystem, EUROMOD checks that
individuals age 25 and over receive at least thigoNal Living Wage and in a similar manner
as for NMW, where this is not the case in the datdROMOD increases the individual income
based on the hours worked and the NLW hourly rate.

2.5 Social benefits

2.5.1 Winter Fuel Allowance (boaht_3

This is an annual allowance paid to any householttaining a person aged over the state
pension-age limit for women (which has been lineartreasing from 2012) and is intended to
cover extra heating costs for elderly people dunvigter months. The benefit is paid at

household levelt(_household_yk

« Definitions

A fixed annual amount is paid per household, adogrtb whether any household member is
aged over the age-threshold and whether any is@agad0.
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» Eligibility conditions

The general eligibility criterion is age though tamount varies according both to age and
household composition (see Table 6).

e Income Test
Winter Fuel Allowance is a universal, non-meanseidbenefit.
e Benefit amount

The benefit amounts and age thresholds for theai/iiel Allowance over the policy years are
laid out in the Table 6.

Table 6 Winter Fuel Allowance benefit amounts and ge conditions 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/21
Age threshold 63 64 65 65 65

£ per year £ per year £ peryear £ peryear £ perear
At least one member of the
HH is aged over the 200 200 200 200 200
threshold

At least one member of the
HH is aged 80 or over 300 300 300 300 300

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

EUROMOD notes: The winter fuel allowance is assumed to be shagelly between all
eligible household members.
* Interaction with taxes and other benefits

The allowance is non-taxable and it is not takém atcount in any other instrument.

2.5.2 Contributory Jobseeker’s Allowance punct_9

Contributory Jobseeker’s Allowance is a flat rabatcibutory benefit for the unemployed. The
basic amount paid depends on the individual's é&geeawith lower payments going to younger
workers. There are no dependants’ additions. Tlereo relationship with past earnings,
beyond the contribution condition. Contributory JiSAvayable for six months only.

» Definitions
The unit of assessment is the individaal:individual_uk
» Eligibility conditions
There are four main eligibility conditions for cabutory JSA:

* Age: to be eligible for contributory JSA woman neealdé aged between 18-59 (or
below the female state pension age) and man betb®and 64,

« Actively seeking employmentthe claimant must be available for (and show proo
of actively seeking) full time employment. This terion is not simulated in
EUROMOD;
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» Contribution record: the claimant must have paid or been creditedcserfit NI
contributions in the two tax years before the bieyefr of claim;

e  Work hours: the claimant should not count as being in full-tipggd work (from
2011 people working 16 or more hours per week ansidered in full-time work).

e |ncome Test

Contributory Jobseeker’s Allowance itself is notamg-tested. However, there are two ways in
which the basic benefit is reduced £ for £:

« with any earnings(yem+ysg after the first disregarded amount of £5 per week

e any occupational or private pensigpp+ boactcriover £50 per week.

e Benefit amount

See the Table 7 for the different rates acrosgdiiey years.

Table 7 Amount of contributory Jobseeker’s Allowane by age for 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ perweek £ perweek £ perweek £ perweek £ pgeek
18-24 years old 57.90 57.90 57.90 57.90 59.07
73.10 73.10 73.10 73.10 74.58

25 or over

Occupational and personal
pension disregard

Earnings disregard 5.00 5.00 5.00 5.00 5.00

50.00 50.00 50.00 50.00 50.00

Source: CPAG Welfare Benefits and Tax Credits HandbookR4,6217 to 2019/20
e [nteraction with taxes and other benefits

Contributory JSA is taxable and counts as incomarfeans-tested benefits, so it needs to be
simulated before income tax and means-tested benefi

EUROMOD notes: The FRS data do not contain the required informatm establish the
contribution record of individuals. Instead, twotiops have been implemented. Firstly, in the
current baseline eligibility is taken from the dgtaunct0) providing the other eligibility
conditions outlined above are satisfied. For thaseently in receipt of contributory JSA, the
contribution periodliwmy_9 is imputed to match at least the two years regufor eligibility,
while for those currently unemployed and not ineipt; it is assumed to be zero. In order to
simulate the monthly amount reported in the datess assumed that unemployment benefit is
received for the whole year. The second optioroifutly simulate eligibility. This option is
switched off by default. The FRS data only allowtasestablish whether an individual has
worked for two years at some poititvfvh) while contributory JSA requires the individual to
have worked in the last two years. Therefore, tligibdity for contributory JSA is
overestimated, if fully simulated. Model also all\ithe last function in the policy) to choose
the option for the maximum duration of the conttdsy JSA to be simulated as lasting six
months (which is the maximum entitlement for theméfit).

" Unless an individual earns more than their entiéetiio contributory JSA plus any disregards. It ikdhe case,
he/she would no longer be eligible.

24



EUROMOD Country Report — UK

2.5.3 Working Tax Credit (bwkmt_g and Child Tax Credit (bfamt_9g

Working Tax Credit and Child Tax Credit are incotasted refundable tax credits. In practice
they are calculated separately from income taxiliies and their treatment in EUROMOD
reflects this and they are treated as benefitsy @ne calculated on the basis of the previous tax
year’s annual income.

In principle they are responsive to changes innmear other circumstances if the claimants

report it. In practice this is only likely to happé the claimant’s situation changes in a way

likely to increase entitlement. However, theramsend-of-year settlement which takes account
of changes during the year. Increases in incomeliaregarded up to a limit which has varied

over the period 2011-2013. It was £10,000 in 20dd was reduced to £5,000 in 2013/14

onwards. EUROMOD uses current income to simulatélements and cannot take account of

changes in income over the year. Essentially siimes that the end of year income disregard is
very large (see section for more information).

» Eligibility conditions
Working Tax Credit (bwkmt_% is an income-based credit for working adults velne either
(i_bwfmt_ChildDLAI= 1)
« working at least 30 hours per week and aged abéwears old,
« working at least 16 hours per week and have a dkgperchild or

« working at least 16 hours per week and disabledroon 2011 onwards, aged 60 or
more, or

e from 2011, if a couple with children, working atat 24 hours per week between
them (and at least one of them working 16 houns), b

* (from 2011/12) those in couples (with or withoutldten) where the partner is on
Carers Allowance need to work only 16 hours to ifal

Child tax credit (CTC) (bfamt_$ is an income based tax credit paid to familiethwiependent
children, regardless of whether the adults are mpleyment or noti( bfamt_Elig. It has
replaced all the child amounts previously (pre-20@8d under Income Support, income-based
Jobseeker’s Allowance and Pension Credit. It ispmsed of a Family element and a Child
element.

e Assessment unit

The ‘assessment unit’ for tax credits is the sdedalbenefit unit’ {u_bu_uki.e. single people
or couples (including co-habitees) with their degrt children).

¢ Amounts

The calculation of the amount of tax credit canbbeken down into a number of steps by
calculating:

« The ‘relevant period’

« The ‘maximum amount’

» The ‘relevant income’

« Comparing the ‘relevant income’ to the ‘threshofgufe’
« Calculating the final entitlement
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The ‘relevant period’

This refers to the number of days the benefit isndligible within the tax year. For the purposes
of EUROMOD we assume that eligibility has lastdd/abr.

The ‘maximum amount’

Working Tax Credit contains a number of elementsedeling on family composition (basic,
couple and lone parent element), health (disabdlitgd severe disability element), number of
hours worked (30 hour element) and age of the eair(60+ element).

The maximum amount of the Working Tax Credit icoédted by adding up all the elements. In
other words, if a benefit unit is entitled to Wari Tax Credit according to the criteria outlined
above, they qualify for the basic element. Theroeding to the family circumstances they
qualify for the other elements shown in the tatdoty (_bwfmt_ChildCareEliy

The maximum of the Child Tax Credit is the sumtloé family element (E545 per year in
2016/17); and the child element of £2,780 yearly2016/17), paid for each child in the family.
Children with disability are entitled to additiongayments i( bwfmt_FamAmt— see Table 8
and Table 9 for amounts up to 2020.

For example, a lone parent working 30+ hours perkweith two children aged three and five
years would qualify for the WTC basic element, W&C lone parent element and the WTC
30+ element.

In addition, they would qualify for the CTC famignd two times the CTC child element, i.e.
for each child. The elements for both tax credissannual amounts and are shown in the Table
8, Table 9 and Table 10.

The childcare element pwkmt_ChildCarg is to meet the cost of ‘relevant childcargtd.
Those eligible are lone parents in employment aptas with both partners in employment or
one partner receiving disability benefits. ‘Relevahildcare’ essentially refers to registered
childcare for which the childcare element can l@noéd. The calculation of the childcare tax
credit element is based on average weekly amouatshe cost of childcare over the whole
year is added together and then divided by the eorabweeks that childcare has been used.
This average childcare amount is then multipliedbByand treated as the annual amount. The
childcare element is designed to meet a proportibthose costs up to a set limit. The
proportion was decreased to 70% in 2011, up to fiEr5veek per child if only one child and
£300 per week if two or more children.

There is an additional element of the WTC for indiials who are 50 years or older which they
can claim for the first 12 months after having nwveto work. However, as these are
temporary elements, they have not been simulat&tJiROMOD.

The ‘relevant income’ or means-test

The means test is based on the annual gross inabthe parent(s) including earnings, pensions
(net of private pension contributions), invalid e€allowance, incapacity benefit and property
income (see income ligt TC_meandor the detailed list of components). Some disrégare
applied §dg04 % a weekly disregard of £100 applies to statuteigk pay bhlwk and
statutory maternityimana received by the parent(s) and an annual disregfa€800 applies to
some adult income (state and occupational pengiovestment and property income).
Children’s incomey{chot_3, where applicable, is disregarded. Capital itgelfiot included in
the means-test, although the taxable part of incivame capital Yiytx) is taken into account. In
the simulation we use current short-term incomeréasrted in the data) and we assume that
this reflects the income for the whole year withany substantial change.
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Table 8 Working Tax Credit amounts from 2016 to 202

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£peryear £peryear £peryear £ peryear £ pearear
WTC Basic element 1,960 1,960 1,960 1,960 2,000
WTC Lone parent element 2,010 2,010 2,010 2,010 52,0
WTC Couple element 2,010 2,010 2,010 2,010 2,055
WTC 30 hours element 810 810 810 810 830
WTC Disability element 2,970 3,000 3,090 3,165 8,23
WTC Severe disability 1,275 1,290 1,330 1,365 1,395
element
WTC Max eligible childcare
expenditure, 1 child (per 175 175 175 175 175
week
WTC M.ax eligible childcare 300 300 300 300 300
expenditure, 2 + (paveek
WTC Proportion of eligible 70% 70% 70% 70% 70%

childcare costs covered

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

Table 9 Child tax credit amounts 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ peryear £peryear £ peryear £peryear £ pegrear

CTC Family element 545 545 545 545 545
CTC extra for child under 12 -- -- -- -- --
months

CTC Child element 2,780 2,780 2,780 2,780 2,840
gl(;?ng:]stablhty child additional 3.140 3.175 3.275 3.355 3.425

CTC Sev_e.re disability disabled 1,275 1,290 1,325 1,360 1,390
child additional element

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

Comparing the ‘relevant income’ to the ‘threshatgife’

The sum of the relevant income is then comparedhéo ‘threshold figure’ which differs
according to the tax credit that is being claimiéa benefit unit is only eligible for Working
Tax Credit, then the first threshold figure in 204&s £6,420. The same threshold applies if a
benefit unit claimed Working Tax Credit and ChildxTCredit. However, when a benefit unit is
only entitled to Child Tax Credit, the first thredth was £16,105 per year in 2016. See Table 10
for subsequent years’ figures.

Calculating the final entitlement

If the ‘relevant income’ worked out in step 3 isvier than the applicable threshold outlined in
step 4, the benefit unit is entitled to the ‘maximiuax credit award that had been calculated in
steps 1 and 2. If the ‘relevant income’ is highweart the applicable threshold, then the amount
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of the threshold is subtracted from the ‘relevamtome’. The difference between the two
amounts is then tapered away (at 41%). In thisutation the elements are tapered away in a
particular sequence, namely:

* the WTC elements, except for the childcare taxiteddment, come first,
e then the childcare tax credit element and
» then the child and any disability elements of tiiddCTax Credit.

In 2011 the family element of CTC was only tapesadhy if the ‘relevant income’ was in
excess of the second threshold, i.e. £40,000. @12 the family element is also tapered away
at the 41% rate, immediately after the child elem#énannual entitlement for either CTC or
WTC or their sum turns out to be less than £26ypar, no award of tax credit is made.

Table 10 Child tax credit thresholds from 2016 to @20

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ peryear £peryear £peryear £ peryear £ perear
First threshold 6,420 6,420 6,420 6,420 6,555

First threshold if not entitled
to Working Tax Credit

First withdrawal rate 41% 41% 41% 41% 41%
Second threshold - -- -- - -
Second withdrawal rate - -- - - -

16,105 16,105 16,105 16,105 16,435

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

e |nteraction with other benefits

WTC counts in full as income for IS, PC, HB and CEB needs to be simulated before these
means-tested benefits. It is not taxable, so itteasimulated after income tax.

CTC counts in full as income for HB and CTB, sod®é be simulated before these means-
tested benefits. It is not taxable, so it can bauted after income tax.

EUROMOD notes: Disability for the purposes of tax credits is asséson the basis of a
disability test assigned by a doctor and receidngp called 'qualifying benefit'. The medical
test cannot be simulated in EUROMOD nor can allrthes around qualifying benefits as some
refer to receipt in the past six months. Therefetgibility for the disability element has been
implemented in EUROMOD as receiving one of the idyiag benefits {I_disab>0), namely,
Employment and Support Allowance (or its predecessincapacity Benefit or Severe
Disablement Allowance), Attendance Allowance or ttere or mobility element of the
Disability Living Allowance.

As mentioned above, the additional elements fowiddals who are 50 years or older and who
have recently moved into work are not simulatethasemployment history is incomplete in the
data to capture all those that are eligible fos temporary benefit.

In addition, once CTC/WTC is in payment, this coags unchanged for the remainder of the
tax year even if circumstances change. This mdaisbme people calculated to not be entitled
on the basis of current circumstances may have bagtied at the time when they made the
application.
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EUROMOD applies a take-up correction to CTC/WTCdwfault. See section 2.3 for more
information.

2.5.4 Child Benefit (bch_9 and high income child benefit chargelichrd_9

Child Benefit (CB) is a universal flat-rate bengfiaid to the person responsible for each
dependent child. The amount each benefit uaitl{u_uki.e. single people or couples (including
co-habitees) with their dependent children) receidepends on the number of dependent
children in the benefit unit. A child is defined dependent if it is aged below 16, or below 19 if
still in full-time education.

. Eligibility

Eligibility requires the presence of dependentdreih in the benefit unit. The claimant does not
need to be the parent of the child, it is sufficiéthe claimant is responsible for the upbringing
of the child.

¢ |ncome test

Child benefit is a universal benefit paid for akpgndent children and it is not taxable.
However, from 2013, child benefit for high incona tpayer parents became taxable and it is
effectively fully withdrawn for families with at 8st one parent earning over £60,000 per year
(see details below).

« Benefit amount

Child Benefit consists of £20.70 per week for timstfor only child in 2016/17. For each
additional child £13.70 is paid per week (see Tdldlebelow for the rates in the other policy
years). Essentially the weekly entitlement is CB28.70 + (£13.70 * (number of children-1)).

Table 11 Child benefit rates from 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2

£ per week £ per week £ per week £ per week £ peeek
Only/Eldest child 20.70 20.70 20.70 20.70 21.12
Other child(ren) 13.70 13.70 13.70 13.70 13.98

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

» Interaction with other benefits (bchrd_s)

Child Benefit is not taxable and has been ignorethé assessment of income for means-tested
benefits since 2004. However, from 2013 child bieieEubject to the Benefit Cap (see 2.5.12).
Moreover, in 2013 if the parent receiving child efinor his/her partner has income over
£50,000 in a tax year, this person is liable to faayin respect of child benefit (called the “high-
income child benefit charge”). The amount of taxc@éculated as a percentage of the total
amount of any child benefit paid to them or theirtper. The tax payable is 1 per cent of the
total amount of the taxable child benefit for eadmplete £100 income over £50,000. The
charge cannot be more than the amount of the taxelild benefit awarded for the year.
Therefore if income is over £60,000 in a year,c¢harge will equal the amount of child benefit
awarded. These thresholds have been unchanged€ih8e
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EUROMOD notes: In EUROMOD the reduced Child Benefit is calculatsdbchrd_ukafter
the income tax calculation. Note that in previoessions of EUROMOD the reduction was
treated as additional tax rather than a reductidsenefit.

2.5.5 Scottish Carer’s allowance supplement
» Definitions

Scottish Carer’s allowance supplemen{bcas_s)is an extra payment for people in Scotland
who receive Carer's Allowance. It was first paidDecember 2018, and is included in the
EUROMOD baseline from years 2019 onwards, if theefie unit is receiving Carer’s
Allowance in Scotland.

e Eligibility conditions

Scottish carers in receipt of the UK carer’s alloea
* Income test

Not applicable for this benefit.

+ Benefit amount

The supplement is a lump sum paid twice per year.

Table 12 Scottish Carer’s Allowance Supplement f&fyh6 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ per £ per £ per £ per £ per
payment payment payment payment payment
Scottish Carer’s
Allowance -- -- 221.00 226.20 230.95
supplement

Source: CPAG Welfare Benefits and Tax Credits HandbooksQp16217 to 2019/20;
https://www.mygov.scot/carers-allowance-supplement/

* Interaction with other benefits
The Carer’s Allowance Supplement does not affdu¢robenefits or tax credits.

2.5.6 Income Support (including Income-Based JobseekerAllowance) (bsa_$

Income Support is a safety net payment for peopleooking age who are not expected to seek
work, while income-based Job Seekers Allowanchdssafety net benefit for people who are
able to work. They may not receive contributory J8Ahe same time, but their partner can.

EUROMOD notes: In EUROMOD, income-based Jobseeker’'s Allowancelandme Support
are implemented together as the rules are largelgame.
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e Definitions

The unit of entitlement and income assessmentdth benefits is the benefit unitu( bu_uk
I.e. single people or couples (including co-halsijeeith their dependent children.

» Eligibility conditions

Eligibility for Income Support is based on beingempt from looking for work, e.g. carers, or
lone parents (from 2013/14 this only refers to Ipaeents whose youngest child is und®r &r
people on unpaid parental leave. Additional coondgi are that claimants are not full-time
students, are under the current female state peag® and do not have savings above £16,000.

Eligibility for income-based Jobseeker’s Allowansédased on actively looking for work.

The following additional rules apply to both benfi

1. Working less than 16 hours per week
2. Having less than £8,000 in capital

e |ncome test

Applicable amount

The applicable amount is the figure representingklyeneeds, e.g. the amount the claimant and
partner are expected to live on each week. It teédm the sum of:

IS/ib-JSA Applicable amount = personal allowancegremiums + housing costs

The personal allowanceis lfsa_PersAllowfor both benefits are outlined in the Table 13.

Table 13 Income Support and income-based JobseekgAllowance rates (2016 to 2020)

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ perweek £ perweek £ perweek £ perweek £ pgeek
Single or lone parent 16-17 57.9 57.9 57.9 57.9 0B9.
Single 18-24 57.9 57.9 57.9 57.9 59.07
Single 25 or over 73.1 73.1 73.1 73.1 74.58
Lone parent 18 or over 73.1 73.1 73.1 73.1 74.58
Couple one under 18 87.5 87.5 87.5 87.5 89.27
Couple both over 18 114.85 114.85 114.85 11485 17.1B

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

Premia

Premia are amounts that are added to the perstoalaace, if the relevant conditions are
satisfied {_bsa_EligDisPremiunto i_bsa DisPremiunandi_bsa_EligPensPremiuml1Rates
of premia are the same for all claimants, irrespeatf their age. Relevant premium conditions
and weekly rates are listed in the Table 14. A beaeit can receive several premia.

8 If you are under 18, you can claim IS if you aferse parent, whatever the age of your child(réhg
age limit for a child was: 16 before 24 Novembe02012 before 26 October 2009, 10 before 25
October 2010, 7 before 21 May 2012.
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Disability is defined according to receipt of camtadisability benefits, called ‘qualifying
benefits’. Qualifying benefits have to be receiweithin the last six months of claiming 1S/ib-
JSA according to the ‘linking rule’ introduced too®urage people with disabilities to move into
work without losing their disability premiums iféfg have to leave work.

The disability premiumi(bsa_EligDisPremiumis linked to the following qualifying benefits:
Disability Living Allowance (either the mobility enponentbdimband or the care component
bdisg, Severe Disablement Allowanckd{sy) or long-term Incapacity Benefibdict0l) or its
replacement Employment and Support Allowaniediqt02 and the disability element of the
Working Tax Credit. The latter benefit would not teeeived at the same time; therefore, this
condition has not been simulated. The severe ditgapremium {_bsa_SevDisPremiuyris
given if the claimant is receiving one of the feliag qualifying benefits: Attendance
Allowance, the middle or higher rate care compomémisability Living Allowance bdisg, no
one is getting the carers allowanterdi) for looking after the claimant and there are no-n
dependants living in the household. There are mdait rules for those registered blind.
However, as this condition cannot be identifiedhe data, this has not been simulated. The
conditions for receiving the enhanced disabilitgmium ( bsa_DisPremiuim are that the
Disability Living Allowance Care Component is regsi at the highest ratbdisc>£79.15 per
week in 2013).

Income Support on grounds of disability was gralguadplaced by ib-ESA from 27 October
2008 (effectively from the 2009 system in EUROMOBge section 2.5.7 for more details.

The carer premium_(bsa_CarerPremiuinwill be received if the claimant receives the &€&
Allowance pcrdi).

The child elements for IS and ib-JSA are coverethbyChild Tax Credit. So a family unit with
children entitled to IS and ib-JSA are automaticgliven CTC too.

Income support and income-based Jobseeker's albeyaemia amounts (per week) are shown
in Table 14.

Table 14 Income Support and income-based JobseekgAllowance premia, 2016-2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ per week £ per week £ per week £ per week £ peeek

Carer premium - one qualifies 34.60 34.95 36.00 836. 37.60
Carer premium - both qualify 34.60 34.95 36.00 36.8 37.60
Disability premium - single 32.25 32.55 33.55 34.35 35.05
Disability premium - couple 45.95 46.40 47.80 48.95 49.94
Enhanced disability premium - single 15.75 15.90 406 16.80 17.14
Enhanced disability premium - couple 22.60 22.85 .523 24.1 24.59
Severe Disability — one qualifies 61.85 62.45 64.30 65.85 67.19
Severe Disability- two qualify 123.70 62.45 64.30 65.85 67.19

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

Income assessment

One claim for 1S/ib-JSA is made per benefit unitl &me entittement depends on the income of
all the members in the benefits unit as well asdbmposition of the household, i.e. whether
there are adult-non-dependants present in the holaseThe income of other people in the
household is not taken into account except via ribe-dependent deduction (see below).
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Income is defined byil_IS_means It includes gross income from employment and-self
employment and all other main current income saueseeptinvestment income and certain
benefits (Housing Benefit and Council Tax Benefittendance Allowance and Disability

Living Allowance). In addition, half of the valud private pension contributions and all of
employee and self-employed contributions and inctarere deducted.

Some earnings and other income are disregantigDl 3 These are £20 per week for a lone
parent; £20 for a disabled person where disabgitignalled by receipt of certain benefits (see
above on entitlement to disability premium) withihe family unit; £10 for couples not
qualifying on disability grounds and £5 for othehs.addition, small amounts (£10) of war
pension and maintenance payments are disregandeoiné from investment income is not
included directly in the IS family income assessménrstead, a tariff income (£1 per week for
every £250 capital) is calculated on financial tapbetween £6,000 and the upper threshold
£16,000. Income support and income-based Jobsse&flowance earnings disregards and
capital limits (per week) are shown in Table 15.

Table 15 Income Support and income-based JobseekerAllowance earnings disregards
and capital limits from 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ perweek  £perweek £ perweek £ perweek £ peeek
Single person 5 5 5 5 5
Couple 10 10 10 10 10
Disability 20 20 20 20 20
Lone parent 20 20 20 20 20
£ £ £ £ £
Capital lower limit 6,000 6,000 6,000 6,000 6,000
Capital upper limit 16,000 16,000 16,000 16,000 008,

Source: CPAG Welfare Benefits and Tax Credits Handbool®l 6217 to 2019/20Notes: [a] Lone
parents on HB or CTB have £25 of their earning®igd.

Housing costs

Housing costs not covered by Housing Benefit caerga@lly be included in Income Support
(i_bsa_DeductHousCosts2Providing that the claimant is responsible foe thousing costs
(i_bsa_RespHousCo¥tsmortgage interest paymentgh¢mom) may be included in the
calculation of the applicable amount and offset byn-dependent deduction
(i_bsa_DeductHousCostsIThe upper limit up of mortgage loans for whicherest payments
are covered is £100,000 (or £200,000 in some cistammces). There are variable waiting times
(between 16 and 39 weeks) after qualifying for hemefore mortgage interest is included in
the calculation of the applicable amount.

EUROMOD notes: The EUROMOD implementation does not take into antdie limit up to
which interest is paid nor the waiting time. Sontlkeeo housing costs (such as ground rent or
service charges for the upkeep of communal areahaned buildings) are in principle also
covered by Income Support but because our datadallow us to distinguish them from other
charges that are not covered, EUROMOD does not aakeunt of these extra costs in the
Income Support calculation.

33



EUROMOD Country Report — UK

Multiple ‘assessment units’ in household and nopemelants

In the case of multiple benefit unit householdsjudation of means-tested benefits needs to be
coordinated across the units. IS and ib-JSA carebeived by each benefit unit living in the
same household, but entitlement for each beneifituight be affected by the presence of other
benefit units (through so called ‘non-dependentud&dns’). Deductions are made from the
housing cost element of the Income Support Appleegkmount if there are non-dependent
adults in the household in addition to the houssdrd family unit {_bsa_EligHousCos}sThe
“householder” in the UK is the person responsibte the rent or mortgage interest
(i_bsa_RespHousCojtand he/she is identified in the UK dattn(). The size of the deduction
depends on the type of non-dependent. No deduistimade where the person is aged under 18
or where they are aged under 25 and are themsaivesceipt of Income Support (IS)
(i_bsa_EligHousCos}s To establish this latter condition, IS must lorawated for each non-
dependent.

Other exemptions from deductions apply when thegers a full-time student, where they are
blind, or where they are in receipt of Attendandievance bdiod), or the middle or higher rate
of the care component of Disability Allowand®{mb.

EUROMOD notes: None of these cases are modelled.

Generally, a single deduction applies to each sipgkson or couple according to the following
(for couples, the higher deduction applies andnmeds aggregated): “Work” in this case refers
to whether in full-time work for at least 16 hou not (hw) and gross income
(il_ISPC_nondep_meahnswhich is similar to the income definition usamt 1S assessment but
is before the deduction of income tax and contrdmg. Table 16 sets out the rates for the
different income brackets.

Table 16 Non-dependent deductions on Income Suppo#nd income-based Jobseeker's
Allowance from 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ perweek £ perweek £ perweek £ perweek £ peeek
Deduction applying if 94.5 95.45 98.30 100.65 289
income is above 420 430 439 451 460.14
Deduction applying if 86.1 86.95 89.55 91.7 83.5
income is above 338 346 354 363 370.36
Deduction applying if 75.6 76.35 78.65 80.55 182.
income is above 253 259 265 272 277.51
Deduction applying if 46.2 46.65 48.05 49.2 50.2
income is above 195 200 204 209 213.24
Deduction applying if 33.65 34 35 35.85 36.58
income is above 133 136 139 143 145.9
Deduction otherwis&’ 14.65 14.8 15.25 15.6 15.92

Source CPAG Welfare Benefits and Tax Credits Handbo@kd,6/17 to 2019/20
Notes [a] An additional condition is that the non-degdant is working fewer than 16 hours per week.

Preliminary IS used for the nondependent deduction

This policy module calculates IS entitlement fadr k& nefit units in the household except the
householder-unit. It does so in exactly the samg agin the actual IS calculation except that
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the addition of housing needs to the applicablelarhis ignored (by definition, non-dependants
do not have these needs).

EUROMOD notes: Note that the parameters for IS in this calcutatwe specified separately
to those used in the main IS calculation. When ngakiolicy changes, the user should consider
whether the calculations should remain so closkgyed (generally they should).

* Benefit amount

The award is calculated by adding together thegp@tsallowances, premia and disregards (plus
the housing costs if responsible for them) and thdrtracting any income and non-dependent
deductions.

EUROMOD notes Up to this point, IS and ib-JSA are treated thgetin the simulation.
However, at this final stage they are separatethagaording to the relevant eligibility criteria
for IS (bsa_3 and ib-JSAljunmt_3.

EUROMOD applies a take-up correction to this benafi default. See section 3.3.3 for more
information.

e [nteraction with other benefits

Working Tax Credit and Contributory JSA count asoime for 1S/ib-JSA purposes so they need
to be simulated before 1S/ib-JSA. Because of ngreddent deductions and the fact that 1S/ib-
JSA acts as a passport to maximum HB and CTB,-IB# is simulated before HB and CTB.
IS is not taxable, while JSA is. However, the taxilo-JSA is not deducted while the JSA is
being paid but reduces the refund received onmeatuwork. Therefore in EUROMOD ib-JSA
is not included in the taxable base.

2.5.7 Pension Credit poamt_3

This is an income maintenance benefit paid to tloese pension age (the age threshold moves
with the female state pension age; it was 61 irR2iid 2013, 62 in 2014 and 2015, 63 in 2016,
64 in 2017 and 65 from 2018). It is composed of telements, the Guarantee Credit
(boamtmm_)meant to ensure a guaranteed level of incometten8aving Creditioamtxp_}
meant to reward those who made provisions foren@i@nt above the Basic State Pension level.
Either or both components can be received. Onde that GC entitlement and SC entitlement
have been calculated, Pension Credit entitlemenhdassum of these two components. The
housing costs provisions mirror those described$orwith one difference. In cases where a
deduction had already been made under HB it is mlade to Pension Credit (whereas for
IS/JSA no deduction is made in such cases).

EUROMOD notes: Pension Credit is implemented in the same pol&ynaome Support and
income-based Jobseeker's Allowance as a numbehefrales are very similar such as
deductions for non-dependents.

2.5.7.1 Guarantee Credit (bpoamtmm_3}

The aim of the Guaranteed Credit (GC) is to enthaethe income of older people does not fall
below an ‘appropriate minimum guarantee’.
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» Eligibility
In order to be eligible, individuals must be oviee female state pension age and have benefit

unit income {{_GC_meanybelow the ‘standard minimum income guaranteeisTével is set
out in the Table 17.

Table 17 Pension Credit Minimum Guarantee, 2016-2@2

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ per week £ per week £ per week £ per week £ peeek
Single person 155.6 159.35 163.00 167.25 171.77
Couple 237.55 243.25 248.80 255.25 262.48

Source: CPAG Welfare Benefits and Tax Credits Handbook4,6217 to 2019/20
Unlike for working-age claimants of IS there ismaximum capital limit for Pension Credit.
* Income test

Assessable income includes income of any adulierbenefit unit (the claimant and the partner
if any), while income of dependent children is iggab | GC_meank Tariff income from
capital is included in the income test. Specifigaibr every £500 of capital over £10,000, £1 of
income is added to income for the purpose of thansdestyfiviy0l 9.

Applicable amount

The applicable amount is the figure representingkiyeneeds for GC purposes, the amount the
claimant and partner are expected to live on eagbkwlt results from the sum of: personal

allowances + premia + housing costs. The persdioaVances are shown in Table 17 (i.e. they
are equivalent to the level of the guarantee) hagtemia are set out in Table 18.

Table 18 Pension Credit (GC) premia and capital liriis 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year:  2016/17 2017/18 2018/19 2019/20 2020/21
£ perweek £ perweek £ perweek £ perweek £ perweek

Severe Disability Premium-

. | 61.85 62.45 64.30 65.85 67.19
single or one qualifies

Severe Disability Premium- 123.7 124.9 128.60 131.70 134.37
couple (both qualify)

Carer Premium- single or one 34.6 34.95 36.00 36.85 37.60
partner qualifies

Carer Premium- couple (both 34.6 34.95 36.00 36.85 37.60
qualify)

Capital lower limit 10,000 10,000 10,000 10,000 ,0D0)

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

* Benefit amount

The income calculated above is then subtracted fhenapplicable amount and the difference is
the Guarantee Credit award.
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2.5.7.2 The Savings Credit (SC) lpoamtxp_$
» Eligibility conditions

Either the individual claimant or their partner hage 65 or older and have income above the
Savings Credit threshold (SC_qualy) The level of this threshold is shown in Table 19.

¢ |ncome test

The income taken into account is the same as ®iGharantee Credit except for sources of
income linked to work, i.e. Working Tax Credit, &pacity Benefit, contribution based- ESA
and JSA, Severe Disablement Allowance, Maternitgwnce and maintenance payments.

* Benefit Amount
The savings credit is calculated using the follaysteps:

Step 1:calculate the income that counts for GC purpogedsreciudes qualifying income.
Step 2:calculate the minimum guarantee plus any additiameunts.

Step 3: calculate 60% of all income except non-qualifyingome above the savings credit
threshold (see Table 19 below). This amount is @egh with the maximum savings credit
which was £13.7per week for a single person and/Slir a couple in 2016.

Step 4:if the income calculated in step 1 is smaller ttf@mincome in step 2, step 3 will be
the savings credit amount.

Step 5: If the income from step 1 is higher than that teps2, calculate 40% of the total
income (including non-qualifying income) above #ppropriate minimum guarantee.

Step 6: Deduct the amount from step 5 from step 3 anaditjve this is the Savings Credit
entitlement.

Table 19 Savings Credit thresholds, maxima and witlirawal rate 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ perweek £ perweek £ perweek £ perweek £ peeek
Threshold single 133.82 137.35 140.67 144.38 748.1
Threshold couple 212.97 218.42 223.82 229.67 235.62
Maximum single 13.07 13.20 13.40 13.73 14.01
Maximum couple 14.75 14.90 14.99 15.35 15.66
Withdrawal rate 40% 40% 40% 40% 40%

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

Note that the maximum Savings Credit has beingaedidrom 2012 onwards and it restarted
increasing again from 2017.

EUROMOD notes: EUROMOD applies a take-up correction to this biergf default. See
section 2.3 for more information.

e [nteraction with other benefits

Because PC has no working hours rule, it may bsiplasto get both PC and WTC if income is
low enough. Any WTC counts as income for PC (GCmegaPension Credit is not taxable.
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2.5.8 Income-based Employment and Support Allowancebsadi_3

Employment and Support Allowance (ESA) was intraation 27 October 2008. It is a benefit
for people who have “limited capability for workihd who are not entitled to statutory sick pay.
ESA replaces IB and IS on “grounds of disabilitg? hiew claimants.

There are two types of ESA: contributory ESA (c-ES#Alict02 which is not means-tested and
it is paid if one satisfies the national insurarmmmnditions; income-based ESA (ib-ESA —
bsadi_3$ which is paid subject to a means test (ther@iblhconditions applying in this case). It
IS possible to receive c-ESA topped up with ib-EEAESA is not simulated by EUROMOD.

A number of elements for the calculation of ib-E&fe similar to IS/ ib-JSA such as the
personal allowances, some premiums and the inclugioeductions for non-dependants in the
calculations.

ESA is worked out in two phases: in the “assessnpiatse” the individual gets a basic
allowance, which depends on a personal applicabtaiat (see below) and their income. In the
“main phase” of ESA one of two additional composerg added to the basic allowance
depending on the level of disability. This is theupport component” if the individual is
assessed to have “limited capability for work-retatactivity” or the “work-related activity
component” if the individual is regarded as beindghe “work-related activity group” (WRAG)
which means he/she is required to take part in si@cksed interviews and possibly undertake
some work-related activity.

» Eligibility Conditions
The main eligibility rules to qualify for income-%ad Employment and Support Allowance are:
o having limited capability for work because of mémaphysical conditions, which is
determined as part of a work capability assessment;
having benefit unit income lower than the applieadnount;
having capital less than £16,000;

being aged 16 or over and under pension age; rextunation; not entitled to Pension
Credit (PC), Statutory Sick Pay, Income Suppor®A; not in a couple entitled to
joint-claim JSA or IS;

o being not engaged in full-time work (if a partneipresent, also the partner should not
be working full-time) and if with a partner, therpeger should not be entitled to ib-
ESA, ib-JSA or PC in his/her own right.

e |Income Test

The calculation of the income-based Employment @uapport Allowance amount is based on
the ‘applicable amount’ and the income of the cinirand their family unit (Table 20).

The applicable amount is calculated by adding togret

o the personal allowances (which are the same asd$alSA);

o premia (only the enhanced disability, severe diggbicarer and pensioner premia
may apply); and

o in the main phase, either the support compdnentthe work-related activity
componenf; and

° The support component is one of the additionalpmments that can be included as part of ESA. It is
payable only after the assessment phase has ended somebody is assessed as having “limited
capability for work-related activity”.
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o disregards;
o plus certain housing costs if the claimant is resgade for them.

Table 20 Income-based Employment and Support Allowace additional premia from 2016
to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20

Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ perweek £ perweek £ perweek £ perweek £ peeek

Work-related activity

component 29.05 29.05 29.05 29.05 29.64

Support component 36.2 36.55 37.65 38.55 39.33

Source: CPAG Welfare Benefits and Tax Credits Handbook4,6217 to 2019/20
Notes @ See footnote 10 below for changes to the WRA carapbfor new claimants from April 2017.

« Benefit Amount

The income and non-dependent deductions are ctdduia the same way as for Income
Support and these are subtracted from the appdiGahbunt.

EUROMOD notes on implementation

Many of the parameters related to ESA are the sentkose for IS and in EUROMOD they are
used with the same name. This means that the ES&fngéers cannot be changed separately
from those of IS. When making policy changes, teerishould consider whether this is what
they intend. If not, they should add new varialitesontain the ESA parameter values.

In reality ESA was introduced gradually from OctoB608 and it is fully in place from 2014. It
initially applied only to new claimants, while etest claimants still received 1B and/or IS (see
section 3.3 for more details). During the transitmeriod nobody was supposed to lose from the
change to ESA. To take this into account EUROMOIBt ftcomputes 1S/ib-JSA entitlement
including entitlement on the basis of disabilitydaihen it computes ib-ESA. Eligibility to ib-
ESA is defined in the model based on whether aopehas limited capability to work (has
experienced any disability periadiipd>0 or is entitled to any component of DLA), he/shef
working age and not in full time education or fuihe work, and whether benefit unit’s capital
is less than 16,000 a yeatr; if there is a parthéiREMOD checks also for his/her total hours of
work being lower than 24 per week. Because incbased Employment and Support
Allowance is payable instead of Income Support dasedisability, EUROMOD assumes that

19 The work-related activity (WRA) component can belided as part of ESA when somebody is
regarded as being in the “work-related activityuprd(WRAG) which means that he/she is required to
take part in work-focused interviews and possibigertake some work-related activity. Claimants can
be entitled to the WRA component if the assessipbhase has ended, they are not assessed as having
limited capability for work-related activity (i.¢hey are not entitled to the support componengy th
comply with the requirement to attend work-focusedrviews and associated activities.

" From April 2017 new ESA claimants in the Work RelActivities Group (WRAG) receive per week
the same amount as jobseekers allowance claim&rdsl(per week), in practice abolishing the WRAG
component of ESA (which will reduce from £29.05 pexek to zero) and the equivalent element of
UC. This change will not create immediate losseserfefit income in our base year (2017/18), because
only new recipients are affected. Ultimately though claims will be assessed under the new, less
generous, rules, in the future.
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when somebody is entitled to both IS and ib-ESA&ytwill receive the higher amount so that
no losses are introduced due to implementatiomassons.

EUROMOD notes: EUROMOD applies a take-up correction to this begrngf default. The
take-up rate is assumed to be the same as for mcdumpport. See section 2.3 for more
information.

» Interactions with other simulated components of ttex benefit system

IS/ib-JSA, Working Tax Credit and Contributory J3fe counted as income for ib-ESA
purposes so they need to be simulated before IS/#band ib-ESA. Because of non-dependent
deductions and the fact that receipt of eitheblS8A or ib-ESA acts as a passport to maximum
HB and CTB, IS/ib-JSA and ib-ESA are simulated befdB and CTB.

Ib-ESA is not taxable.

2.5.9 Housing Benefit and Local Housing Allowanceltho_9

Housing benefit (HB) and Local Housing AllowanceH@) contribute to the cost of rent for
low income families who are public sector tenantsl @rivate sector tenants, respectively.
There are no conditions regarding working houre:linefits cover those in work, pensioners,
the unemployed, the disabled and the inactive. mbwer of elements are similar to IS/ ib-ISA
such as the personal allowances, premiums and ritlesion of non-dependants in the
calculations.

The main change introduced from April 2008 by tHéALis a limitation to the contribution
toward the cost of rent for private sector tenahiss is achieved by:

o limiting the amount of the benefit to a certain getile point of local market rents for
similar tenancies in a Broad Rental Market AreaKB%, and

o introducing a maximum level to the benefit for aite tenants at the UK level by category
of dwelling.

The policy was rolled-out between 2008 and 2013.

From April 2018 also Housing Benefit for social r&capped by the relevant Local Reference
rent.

. Eligibility

The main eligibility rules for Housing Benefit ahacal Housing Allowance are having low
income and being responsible for paying the reml @her housing costs of tenants). Housing
benefit and LHA are not payable if the propertyvened by the partner of the claimant or is
Crown property.

EUROMOD note: It is assumed that the person in the householdiféehin the FRS data as
responsible for housing costihf) pays the rent and claims the benefit.

The calculation of the Housing Benefit and Localuking Allowance amount is based on the
‘applicable amount’, the ‘maximum HB/LHA’ and thecome of the claimant and their family
(benefit) unit.

e Benefit calculation

The calculation of the Housing Benefit and Localuking Allowance amount is based on the
‘applicable amount’, the ‘maximum HB/LHA’ and thecome of the claimant and their family
(benefit) unit.
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‘Applicable amount’ { bho prelimAmt

The ‘applicable amount’ is calculated in a simfshion to Income Support, income based JSA
and ESA and Pension Credit, i.e. it consists ofgrsonal allowances and premia. The rates for
personal allowances pho_PersAllow and premia are mainly the same as for 1S/ib_J&A f
claimants under 60. Exceptions, and the rates eerdip for those over pension aged are shown
in in Table 21.

Table 21 Housing Benefit Allowances and premia (whe different from those for IS) from
2016 to 2020

Asof...  Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year:  2016/17 2017/18 2018/19 2019/20 2020/21
£ perweek £ perweek £ perweek £ perweek £ peeek

Family premium 17.45 17.45 17.45 17.45 17.8
Disability premium — child 60.06 60.90 62.86 64.19 65.49
Enhanced disability premium - child 24.43 24.78 435, 26.04 26.57
Single pensioner between 60 and 64 155.60 159.35 3.006 167.25 170.64
Single pensioner 65 or over 168.70 172.55 176.4 181 184.67

Pensioner couple both between 60 and
64

Pensioner couple one or both 65 or over 252.30 1%58. 263.80 270.6 276.09
Dependent children under 20 66.9 66.9 66.9 66.9 2668.

237.55 243.25 248.80 255.25 260.42

Source: CPAG Welfare Benefits and Tax Credits Handbook4,6217 to 2019/20
Note: These allowances also apply to Council tax Beifeéie below).

‘Maximum HB/LHA’

The ‘maximum housing benefit' consists of ‘eligiblent’ minus deductions for non-
dependents. ‘Eligible rent’ is the amount of reaidpas long as it is within the limits specified
by the respective local authorities.

EUROMOD notes In the implementation of EUROMOD we do not cuthgmodel any local
specifications for Housing Benefit for social tetsarTherefore, the amount of rent paid that is
reported in the data is taken as ‘eligible rent’tfee Housing Benefit calculations.

From April 2008 HB for social tenants has been sapd from LHA payable to private tenants.
In 2009 LHA could include actual rent plus £15 peek if this was lower than theedian(50"
percentilg of local reference rent for accommodations withiler number of bedrooms (up to
5). The local reference rent is calculated for daiddad Rental Market Area (BRMA).

From 2011, for new claimants:

1. the dwelling categories were restricted to fivee-dsedroom shared accommodation, one-
bedroom self-contained accommodation, two-bedrodinge-bedrooms and four or
more bedrooms dwellings;

2. the local reference rent was lowered and set aB@igercentileof local rents within each
BRMA, and;

3. the LHA for each category of dwelling was also @t a national level maximum
distinguishing by number of bedrooms, as shownabld 22.
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Table 22 Local Housing Allowance national rent limis, from 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year:  2016/17 2017/18 2018/19 2019/20 2020/21
£ perweek £ perweek £ perweek £ perweek £ peeek

One-bedroom shared accommodation 250.00 260.64 4268. 268.46 268.46

One-bedroom self-contained 250.00 260.64 268.46 268.46 268.46

accommodation

Two-bedroom accommodation 290.00 302.33 311.40 4811. 311.40
Three-bedroom accommodation 340.00 354.46 365.09 5.096 365.09
Four + bedroom accommodation 400.00 417.02 429.53 29.53 429.53

Source: CPAG Welfare Benefits and Tax Credits Handbook€)16217 to 2019/20 and
https://www.gov.uk/housing-benefit/what-youll-get

From 2012, for all claimants:

1. the £15 per week addition was removed,;
2. the local reference rent categories were restricted(the 5+ and 4 bedroom categories
were amalgamated) plus the LHA for one-bedroomeshaccommodation.

The non-dependent deductions are the same as tipgsating in Income Support (IS) for
housing needs (see above).

EUROMOD notes: FRS does not report BRMAS. See section 3 on hasvupper limit has
been taken into account through indicators thatehbeen imputed and provided in the
EUROMOD input data.

New claimants are identified based on how long theye been claiming HBbkbiomy.
Households who have claimed HB for less than a y&ar months) are considered new
claimants and treated as described above. Housedid have been on HB for more than a
year are considered existing claimants.

Income of the claimant

The income assessment that is used is very sitoildéwat for Income Support and income-based
JSA. It also includes WTC (except the 30 hours elemwvhich is disregarded) and CTC. The
earnings disregard/dg03_3% for HB is the same as that for IS/ib-JSA excépghé following
conditions are met:

1. the claimant or partner receive the 30 hours el¢mewTC;

2. the claimant or partner are aged 25 or over and 80+ hours;

3. the claimant or partner work 16 hours or more &edctaim includes the family premium;

4. the claimant or the partner are working 16 hoursnore and the HB claim includes the
disability or higher pensioner premium.

In these instances, referred to as ‘full-time’ #a@nings disregards pho_EligEarnsDisregaryd
are topped up by £17.10. The earnings disregaribher parents for the purposes of HB/LHA is
£25%

12 There is an additional condition which would résanlan earnings disregard, namely getting the 50+
element in Working Tax Credit. However, as that has been simulated, it is not included in the
description.
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There is an additional disregard for childcare sostesigned so that those receiving the
childcare element of WTC do not lose any of thenpayt through the HB means-test.. An
allowance for childcare costs bho_EligChildCareDisregard2up to £175 per week for one
child and up to £300 for two or more children candeducted from earnings if the claimant is a
lone parent and working 16 hours or more per week & couple are claiming who are either
both working 16 hours or more or one is working Héurs or more and the other is
‘incapacitated’, i.e. unable to work and in recegbtincome replacement disability benefits
(such as Incapacity Benefit, Employment and Suppbdawance or the disability element of
1S).

Tariff income for working aged people is treatedraBicome Support, i.e. for every £250 over
£6,000, £1 is counted towards the income of a @atmFor those of Pension Credit age £1 is
deducted for every £500 capital over £10,000.

For families in receipt of Income Support or Pensredit Guarantee Credit or Income-based
Employment and Support Allowance, HB covers 100%ebgible rent” (see above), less non-

dependent deductions. Non-dependent deductions wdte same way as for IS and ib_JSA
and Pension Credit (see above).

For those with higher incomes (or not in receipt®for some reason), the amount of eligible
rent (less non-dependent deductions) that is cdvieyethe benefit is 100% if the ‘applicable

amount’ is larger than the income. Where the ‘aglie amount’ is bigger than the income, the
‘maximum Housing Benefit’ is tapered away at thie raf 65%.

EUROMOD Notes on implementation:While many of the parameters related to HB/LHA are
the same as those for IS or Pension Credit (arml @uncil Tax Benefit — see below) in
EUROMOD they are specified separately so that ey be varied if this is desired. When
making policy changes, the user should considetiveinghe IS/PC and HB calculations should
remain based on (largely) identical income and sesdessments.

EUROMOD applies a take-up correction to this benafi default. See section 3.3.3 for more
information.

» Interactions with other simulated components of ttex benefit system

Housing Benefit is simulated after tax credits & and IS and ib-ESA as the non-dependent
deductions and means calculations require thessr b#nefits to be simulated first. Housing
Benefit (and LHA) is not taxable.

2.5.10 Universal Credit (bsauc_3%

Universal Credit (UC) is the newer social assistabenefit for working-age people on a low
income who are in or out of work. It combines metasted support for adults under pension
age and children into one benefit. Universal Creglilaces most other (‘legacy’) means-tested
benefits and tax credits and is a major reform riotkoduced nationwide for most new

claimants from October 2013. In particular, UC asgis the following means-tested benefits
and tax credits:

¢ Income Support (IS);

e Income-based Jobseeker’s Allowance (Ib-JSA)

* Income-based Employment and Support Allowance @vE
¢ Housing Benefit (HB)

e Child Tax Credit (CTC)

e Working Tax Credit (WTC)
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Universal Credit is paid monthly - or twice a moffith some people in Scotland. It is a means-
tested benefit for people of working-age who areadow income. It is administered and paid
by theDepartment for Work and Pensions

A benefit cap may be applied if the total amount@ttain benefits received exceeds a specified
amount and the UC can consequently be reduced.

UC can be paid in addition to non-means-tested flisrmich as Contribution-based JSA and
Contribution-based ESA, but they count as incomemldC is calculated (and the total amount
considered for the benefit cap).

. Eligibility

Eligibility for Universal Credit is based on satighe ‘basic conditions’ of being of working-
age (over 18 and under the current female statsiggeage) and not being in education and the
‘financial conditions’ of having low income and having savings and ottapital under
£16,000.

Exceptions to the basic conditions apply for 16y&ars old with limited capabilities for work
or unable to work; exemptions also apply for thesempt from looking for work because they
hold ‘regular and substantial caring responsibtitfor a severely disabled person’, e.g. carers,
or lone parents, or people on unpaid parental leave

Members of a couple should apply jointly. Both pars must satisfy the above conditions of
entitlement and their income and capital is assegsetly. However, they do not need to meet
the basic age condition (i.e. if one of them isrquension ager receiving education).

UC is not a contributory benefit and claimants dit need to have paid national insurance
contributions to qualify.

EUROMOD notes In EUROMOD-UK eligibility conditions are checkéa various steps:
1) Step 1 identifies
e Parentsi( bsauc_eligl=1)

« Working-age individuals not in education OR in eatimn but receiving some
disability benefitsi( bsauc_elig21)

« Exceptions: 16/17 years old with disability or pase over female state pension
age with a young partner psauc_elig31)

2) Step 2 combines the above conditions with finarmaldition (_bsauc_elig=1)

e |ncome Test

UC is a means-tested benefit. The amount of UCdhatbe received depends on the family’s
circumstances (see eligibility conditions abovej:an

0 the ‘maximum amount’ of UC - which is made up aftandard allowance and
various elementsand
0 the total amount of income and capital possessed.

EUROMOD notes: Before 18' of January 2019, if members of the benefit unit severely
disabled and are transferring from a ‘legacy’ meassed benefit to UC, they would get
allocated a ‘transitional protection’ paymeéattop-up to ensure that the UC payment will roteéss
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than the legacy benefits paymems the transition between legacy and Universald@system is
randomly allocated, EUROMOD does not account fa playment.

* Benefit amount
The final amount of Universal Credit received is thsults of the following five steps:
1. Calculate maximum amount (basic amount + premiums)

Workout earnings and check how much can be ignored

2
3. Workout other income and how much can be ignored
4. Calculate total income

5

Calculate UC entitlement

Maximum amount

The maximum amount is the figure representing wee&kds, e.g. the amount the claimant and
her family are expected to live on each week.dtlts from the sum of:

» Standard allowance (different amounts for singld &r couples, see Table 23 for
specific amounts)

e + child element for each child, with an increase disabled and severely disabled
children (two-child limit applies here from ApriD27)

* + limited capability for work element or work-redat activity element (abolished for
new claims after April 2017)

e + carer element

* + housing costs element (from April 2018 not cavgnnortgage)

* + childcare cost element

Table 23 presents the benefit's standard allowancdeadditional elements rates for fiscal years
2016/17 to 2020/21.

Table 23 Universal Credit standard allowance and aditional elements rates (2016-2020)

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year:  2016/17 2017/18 2018/19 2019/20 2020/2
£/m £/m £/m £/m £/m
UC Standard allowance
Single Claimant under 25 251.77 251.77 251.77 251.7 251.77
Single Claimant over 25 317.82 317.82 317.82 317.82 317.82
Joint Claimants (couples) both 395.20 395.20 395.20 395.20 403.21

under 25

Joint claimants (couples) either oveA98.89 498.89 498.89 498.89 509
25

UC Additional Elements

Child element (per child/month up
to 2) for children born:
b. after 6/4/2017 231.67 231.67 231.67 231.67 236.37

b. before 6/4/2017 277.08 277.08 277.08 277.08 aBr7.
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As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year:  2016/17 2017/18 2018/19 2019/20 2020/2
£/m £/m £/m £/m £/m
Childcare costs element 85% of childcare costs
1 child 646.35 646.35 646.35 646.35 646.35
2 children 1,108.04 1,108.04 1,108.04 1,108.04 404
Limited capability for work
LCW element 126.11 126411 126.11 126.11 128.67
LCWRAG element 315.60 318.76 328.32 336.20 343.02
Carer's element 150.39 151.89 156.45 160.20 163.45

Disabled Child Addition
Per child/m in receipt of DLA/PIP  126.11 126.11 16 126.11 128.67
Per child/m Severe Disability 241.81 246.19 257.75 265.97 271.36

Source: CPAG Welfare Benefits and Tax Credits Handbook€16217 to 2019/20 and
https://www.gov.uk/benefit-cap

Notes @ Abolished for new claimants from April 2017, btitlsvailable for older claimants.

Housing costs

Universal Credit is due to replace Housing Berefitl Local Housing Allowance for working
age households. The Housing Element included imtioddsal Credit is calculated in a similar

manner as for the old Housing Benefit and it iduded in the calculation of the maximum UC
amount.

Income assessment

One claim for UC is made per benefit unit and thitlement depends on the income of all the
members in the benefits unit as well as the contipasdf the household, i.e. whether there are
adult-non-dependants present in the householdindoene of other people in the household is
not taken into account except via the non-dependiethiiction (see below).
For the calculation of UC household income is digtished into two categories:

1) Earned income

2) Unearned income.

In the calculation of what counts as income for v@mgal Credit, some earned income is
ignored. This is known as theork allowancegignored earned income):

Eligibility:
* People responsible for a chiR
* People with limited capability to work
Amount:
e Depends on whether UC includes housing costs elemen
e Earned income exceeding work allowance reduces @&imum amount by
65p per extra £1 (taper 63% from 2017)
¢ Only one allowance applies per family

Income is defined byt UC_means_earnedndil UC_means_unearned he first includes net

income from employment and self-employment ando#iler main current income sources
exceptinvestment income and other benefits (Council Raduction, Attendance Allowance
and Disability Living Allowance).ll_UC_means_unearnethcludes all other main current
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income sources such as Carer’'s Allowance, contigufSA and ESA, pensions, property
income, student loan, etc.

Some earnings and other income are disregantigD? 3. These are £20 per week for a lone
parent; £20 for a disabled person where disahdisignalled by receipt of certain benefits (see
above on entitlement to disability premium for legdenefits) within the family unit; £10 for
couples not qualifying on disability grounds andf@5others. In addition, small amounts (£10)
of war pension and maintenance payments are disiedia Child benefit and Personal
Independence Payments are completely disregardath accupational and personal pensions
count in full. Income from investment income is matluded directly in the UC family income
assessment. Instead, a tariff income (£1 per weelevery £250 capital) is calculated on
financial capital between £6,000 and the uppesstiolel £16,000yviy02_3.

Universal Credit ‘s allowance earnings disregart$ @apital limits (per week) are shown in
Table 24.

Table 24 Universal Credit work allowance rates (208-2020)

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year:  2016/17 2017/18 2018/19 2019/20 2020/2
£/m £/m £/m £/m £/m
UC work allowance
With help for housing costs 192.00 192.00 198.00 7.28 287.00
Without help housing costs 397.00 397.00 409.00 .ED3 503.00
Income taper 65% 63% 63% 63% 63%
£ £ £ £ £
Capital lower limit 6,000 6,000 6,000 6,000 6,000
Capital upper limit 16,000 16,000 16,000 16,000 006,

Source: CPAG Welfare Benefits and Tax Credits Handbook€)16217 to 2019/20 and
https://www.gov.uk/benefit-cap

Final award

The award is calculated by adding together thegpaidsallowances, premia and disregards and
then subtracting any income and non-dependent tledsc In practice, the final amount of
Universal credit is calculated as follows:

UC final = UC max amount - unearned income - 65@éarned income - work allowance)

* Interaction with taxes and other benefits

Claimants cannot get PC and UC at the same timgleSpeople must be under the qualifying
age for PC (the same as the age at which statdopeissreceived). Until 1% May 2019,
couples with only one partner who has reached s@tsion age (‘mixed-age couple’) could
choose between claiming UC and PC. Fron May 2019, a mixed-age couple can only
choose to claim PC instead of UC. UC can be paatiiition to non-means-tested benefits such
as contribution-based JSA and contribution-base#, B8t they count as income when UC is
calculated (and the total amount considered fob#refit cap).
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Transition from Legacy Benefits to Universal Credit

As Universal Credit gets rolled out to all claimaby 2023, simulations of the ‘legacy benefits’
and the UC is done simultaneously, and claimargsailocated randomly to one of the two
benefit system using DWP estimations and OBR fatscfrom the latest Spring Statement
(March 2019) as shown in the table below:

Table 25 — Transition between Legacy Benefits andriversal Credit

2014-15 2015-16 2016-17 2017-18 2018-19 2019-202020-21

March 2019 OBR 0.00 0.07 0.31 0.53 1.15 2.32 3.30
(n. of people)

$UCtransition 0 0.01 0.05 0.09 0.2 0.41 0.58
(share of people)

Source: Office for Budget Responsibility (2019) EconomirdaFiscal Outlook — March 2019: chart 4.3
page 103

Transferring process between legacy benefit systedhUC system can be controlled by the
user in two ways: 1) using the pre-set switcHemyacy Benefits AssumptidnBA_uk from the
run window of EUROMOD. This has the effect of gajtithe parameteBUCtransition= 0.
Alternatively, one can use th&tiversal Credit AssumptiGtdCA_uk switch (setting it t@n),
which sets the paramet8UCtransition= 1 and assumes UC system is fully in place. 2 Th
user can also change the speed of transition betlegacy benefits and Universal Credit by
changing the specific values assigned to the pasarfie/Ctransition. Future improvements
may account for the fact that roll-out might befeliént for different family types or different
receivers of legacy benefits.

EUROMOD Notes As Universal Credit gets rolled out to all clamsiby 2023, simulations of
the ‘legacy benefits’ and the UC are overestimateaimes and underestimated for others. Users
are advised to consider the detailed sections igréport on further information about the
assumptions and estimation quality for the durabbnhe transition years. Users should also
note that Universal Credit Sanctions are not imgleted in this release — these could further
impact the total income received and the povetgsrastimated in this report.

The two-child limit introduced from April 2017 imgmented in EUROMOD, assumes it applies
to all families with children born after April 201Ih 2019 it applies to children 2 or younger, in
2020 it affects families with children 3 or youngerd so on.

EUROMOD applies a take-up correction to this bergfi default. Universal Credit take-up is
implemented maintaining consistency with individbahaviours under Legacy Benefits. That
is: 1) Who takes-up legacy benefits, takes-up UC if el@il2) Who does not take-up legacy benefits,
does not take-up UC even if eligible; 3) If nogdie for legacy benefits, but eligible to UC, EURIOD
applies probability of take-up as for Income Suppmbstinguishing families with and without children
See section 3.3.3 for more information. This metinas higher take-up rates and gains may arise for
people who were not previously claiming all bergefitey may have been entitled to.

2.5.11 Council Tax Reduction pmu_9

Council Tax is a local tax covering the costs dfagds, social housing and environmental costs
at a local level. The amount of council tax dependghe size and value of the house and the
number of occupiers. Council tax is set by locathatities and the amounts thus vary
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considerably between areas. The structure of Cbiliagi Benefit (CTB) is very similar to that
of Housing Benefit. Instead of rent, Council Taxthe element that is rebated. In addition to
CTB, there are a number of other reductions to Ciburex that are not simulated and are
already incorporated in the Council Tax data in te#abase. These are: exemptions for
particular groups of people, i.e. specified typéngbairment or disability as well as a reduction
of 25% if the dwelling is occupied by a single adul

There are in fact two alternative forms of CTB. Osidased on the council tax liability, needs
and resources of a benefit unit. The other is 8ecbnd Adult Rebate (SAR)”. Only the higher
of the two benefits is paid. The SAR is allowablerewhen the capital limit is exceeded and is
payable when there is more than one adult but @méynon-exempt adult.

EUROMOD notes: In most cases the main CTB is worth more, so EURDMgnores SAR
cases and does not model them.

From 2013 Council Tax benefit has been made thgoresbility of individual local authorities.

It is therefore likely that as time goes by theunatof the scheme will vary considerably across
local area and may not operate at all in someahtiqular, Scotland and Wales maintained the
2012 national scheme with parameters uprated éwith those for IS and HB. In England we

currently assume that the 2012 national schememas to apply in 2013 and following years,

with parameters uprated in line with those for Il aHB. Because of the reduced local

authorities’ budget for the benefit, we assumersega reduction of 10.6%.

e Benefit Amount

CTB is calculated in the same way as HB except:téiper is 20% and the non-dependent
deductions are different (shown in Table 26).

Table 26 Non-dependent deductions for Council Tenelfit from 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ perweek £ perweek £ perweek £ perweek £ peeak
Deduction applying if 10.52 10.64 10.82 11.02 2m
income is above 418.5 423.52 430.72 438.48 447.37
Deduction applying if 8.78 8.87 9.02 9.18 9.37
income is above 335.65 339.68 345.45 351.67 358.8
Deduction applying if 6.96 7.04 7.16 7.29 7.44
income is above 194.38 196.71 200.06 203.66 207.79
Deduction otherwise 3.51 3.55 3.61 3.67 3.74

Source: CPAG Welfare Benefits and Tax Credits Handbook®16217 to 2019/20. Parameters for
2013/14 onward are imputed based on those for Iac®upport and Housing benefit (see text).

EUROMOD notes: The parameter sheets for IS, HB and CTB are inudgaly specified.
When making policy changes, the user should considether the three sets of calculations
should remain based on (largely) identical incomeé aeeds assessments. EUROMOD applies
a take-up correction to this benefit by defaulie Section 3.3.3 for more information.

2.5.12 Benefit Cap (rd_sand brduc_9

From 15 April 2013, a “benefit cap” may limit thetal amount payable to a benefit unit from
certain specific benefits. The benefit cap is aaplby reducing Housing Benefit (HB) (or
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Universal Credit (UC) after October 2013). If thenlefit unit is not entitled to HB (or UC), the
benefit cap does not apply.

* Cap liability
The benefit cap only applies if:

1. the benefit unit receives HB or UC for people betbe qualifying age for PC, and
2. the total amount of certain ‘specified benefit€e®ed is above a certain level.

Exceptions for which the benefit cap does not apgign applied through HB:

1. Benefit unit receiving Working Tax Credit or eargimore than a minimum amount (the
equivalent of 16 hours of work at the National biyiWage) if receiving UC;

2. Benefit unit not receiving IS, ib-JSA or ib-ESA;

3. People who have recently stopped working: a “gnaedod” of 39 weeks after stopping
work is allowed to people who were formerly in wdok at least 50 weeks out of the 52
weeks before the last day of work and, in the 5@ksethe person in work was not
entitled to IS, JSA or ESA;

4. People entitled to any of the following disabilibgnefits: the ESA support component,
people receiving attendance allowance, disabilityd allowance (or PIP), industrial
injuries disablement benefit, reduced earningsaglftce or retirement allowance, war
pension.

» Specified benefits to which the cap applies

If the cap is applied through HB: the specified dféa to be capped are: IS, JSA, ESA (if
neither the claimant or his/her partner are inghpport group), HB, bereavement allowance,
carer's allowance, child benefit, guardian’'s allom@, CTC, incapacity benefit, maternity
allowance, severe disability allowance, widowedwafince, widow’s pension.

e Amount

The cap applies when yearly entitlement to certgiacified benefits exceeds a threshold of
£26,000 a year for couples and lone parents 02008 year for singles. From 2017 different
caps apply to London and out of London areas (skaw).

Table 27 Benefit cap rates from 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ perweek £ perweek £ perweek £ perweek £ peeak

Greater London:

Couples (with and without
children) and single with children

Single without children 18,200 15,410 15,410 15,410 15,722
Rest of the UK

Couples (with and without 26,000 20,000 20,000 20,000 20,405
children) and single with children

Single without children 18,200 13,400 13,400 18,40 13,672
Min Earnings 430 520 542 569 604

26,000 23,000 23,000 23,000 23,466

Source: CPAG Welfare Benefits and Tax Credits Handbook€16217 to 2019/20 and
https://www.gov.uk/benefit-cap
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EUROMOD notes: In EUROMOD the benefit cap is not implemented asdauction to HB (or
UC). The variabldrd_sis subtracted from the means-tested incomeiléstenmy directly.

2.5.13 Maternity Allowance (bmana bmanc_3

This is a non means-tested benefit paid weeklypfegnant women and new mothers who
cannot claim Statutory Maternity Pay. It is intedde help women taking time off work both
before and after the date the baby is due.

+ Definitions

A fixed amount is paid to pregnant women or newhaat either for 39 weeks or 14 weeks
depending on eligibility.

e Eligibility conditions

1. Pregnant women or new mothers, and:
2. Not eligible for Statutory Maternity Pay.

The benefit is paid for 39 weeks to women who m@b weeks before the baby is born, have
been:
« employed for at least 26 weeks or
- self-employed and have paid National Insurance i@nrtions (Class 2) for at least 26
weeks (not necessarily consecutive);
« earning (or classed as earning) £30 a week or matleast 13 weeks out of the 26
weeks - the weeks do not have to be consecutive.

Women can still qualify if they have recently stedpvorking. It does not matter if they had
different jobs or periods of unemployment.

The benefit is paid for 14 weeks to women who m@b weeks before the baby is born, have
been:

* not employed or self-employed, but

« who provided unpaid helped to spouse or partndrdin self-employed business and

* spouse or partner pays Class 2 National Insuramueilcutions.

e |ncome test
No.

+ Benefit duration

Duration of the benefit can be either 39 weeksdowgeks. This period normally starts at the
beginning of the 1Lweek before the expected date of birth of thedcHihe latest date it can
start is the day after the birth.

* Benefit amount

The amount equals either 90% of the average wesgklyings or £139.58 a week, whichever is
less. For people qualifying because they help thigir spouse’s self-employment, MA is only
payable during the 14-week qualifying period. Theant received is £27 a week.
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The benefit amounts by duration for the Maternitiokance over the policy years are laid out
in the Table below.

Table 28 Maternity Allowance amounts by duration caditions 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/21
£ perweek £ perweek £ perweek £ perweek £ peeek

% of average weekly earnings 90% 90% 90% 90% 90%

Maximum amount for

139.58 140.98 145.18 148.68 151.65
employees for - 39 weeks

- Amount payable to self-
employed who do not fulfilled
the NIC requirement (39
weeks)

Non-working people helping in
partner’s self-employment 27 27 27 27 27
business

27 27 27 27 27

Source: CPAG Welfare Benefits and Tax Credits HandbooR4,6217 to 2019/20

* Interactions with other benefits and taxes/SIC

The Maternity Allowance is not taxable. It doeg affect entitliement to tax credits but it may
affect the amount of other benefits such as: Céufiex Reduction, Housing Benefit,
Employment and Support Allowance (ESA), Income Supplobseeker’s Allowance (JSA),
bereavement benefits, Carer’s Allowance, Unive@&adit. Maternity allowance is limited by
the benefit cap when received in combination withuging benefit or Universal Credit.

e Take up
Nearly all mothers take maternity leave.

2.5.14 Statutory Maternity Pay (SMP) (bmaer, bmact s

Statutory Maternity Pay (SMP) is a weekly paymeaidm by employers to their employees or
former employees. Employers pay SMP to those wowlem have been in their employment
prior to becoming pregnant and during their preggan

e Definitions

This is a benefit to all parents who personallyvite full-time care for a small child up to 4
years of age. It has a contributory and non-coutoity part. The amount of contributory benefit
is proportional to earnings of one of the paremtsaoseever earnings are higher). There is also a
non-contributory benefit for families for parenthavhave acquired contributions.

e Eligibility conditions
There are two basic rules to qualify for SMP:

1. the continuous employment rule: the mother musetmeen employed for a continuous
period of at least 26 weeks into the qualifying Wwéeshich is the 15th week before the
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week in which the baby is due). This period mustude at least 1 day employment in
the qualifying week. However, there are some cistamces when breaks in
employment can be disregarded.

2. the earnings rule: average gross weekly earningst imel at least equal to the lower
earnings limit (LEL) for National Insurance (NI) quoses. The lower earnings limit is
the point at which one starts to be treated abdflgas paid NI contributions (although
she will not actually have to pay NI contributiamgtil her earnings reach a higher point
called the primary earnings threshold (PT).

* |ncome test
Not applicable for this benefit.
+ Benefit duration

SMP can be paid for a maximum period of 39 week4$P £an be paid from 11 weeks before
the week in which the baby is due, but only if thether stops work before then. If she
continues working on or after the 11th week befbeeweek the baby is due, she can chose the
day she wants SMP to start.

The qualifying week is the 15th week before the knigewhich the baby is due. The definition
of a week for the qualifying week is a period al&éys that begins at midnight between Saturday
and Sunday.

* Benefit amount

The amount of SMP depends on how much the recigiamts. The first 6 weeks of SMP are

earnings related and the mother will get a weeklg requal to 90% of her average weekly
earnings (there is no upper limit). The remaini8gngzeks are paid at the weekly standard rate
SMP of £139.58 (from 5 April 2015) or the earningkated rate (90% of her average weekly

earnings) if this is less than standard rate SMP.

No additional SMP is payable for multiple birthsamtoptions.

Table 29 Lower Earnings Limits for National Insurance contributions from 2015-2019

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year:  2016/17 2017/18 2018/19 2019/20 2009/2
Lower Earnings Limit (LEL) 112 113 116 118 120
(£ per week)
SMP amount as % of earnings 90% 90% 90% 90% 90%
SMP weekly standard rate 139.58 140.98 145.18 848.6 151.65

Source: CPAG Welfare Benefits and Tax Credits Handbook4,6207 to 2019/20. HMRC: Rates and
Allowances — National Insurance Contributioh&p://www.hmrc.gov.uk/rates/nic.htm

* Subject to taxes/SIC

SMP is treated as earnings and the employer wilyagny deductions (such as income tax, NI
contributions, pensions’ contributions) that are.du

EUROMOD notes In EUROMOD the benefit duration is modelled ampeeceived 11 weeks
before birth and 28 weeks after birth.

53



EUROMOD Country Report — UK

2.5.15 Statutory Paternity Pay (bpact_3
» Definitions

A child’s male legal guardian is entitled to 2 wegkaid leave after birth of child. Paternity
leave can be taken within 56 days (8 weeks) ofattteal date of birth of the child, or if the
child is born early, within the period from the @alt date of birth up to 56 days after the first
day of the week in which the birth was expected.

» Eligibility conditions

Continuously employed by the same employer foreast 26 weeks ending with the week in
which they notified adoption of child or week engliwith 15th week before the baby is due and
earns at least the lower earnings limit (LEL) fatidnal Insurance (NI) purposes.

* Income test
Not applicable for this benefit.

* Benefit duration

2 weeks

* Benefit amount

Same as for statutory maternity pay: SMP weekipdsded rate or 90% of a person's average
earnings if less than SMP weekly standard rate.

e Subject to taxes/SIC
Subiject to taxation. Standard taxation rules apply.

2.5.16 Sure Start Maternity Grant (bmamt_3
» Definitions
The Sure Start Maternity Grant is a one-off paynteritelp towards the costs of having a child.

e Eligibility conditions

Usually a woman qualifies for the grant if all bktfollowing apply:

e She is expecting her first child, or she is expgra multiple birth (such as twins)
and has children already

e She or her partner already receives at least orikeofollowing benefits: Income
Support, income-based Jobseeker's Allowance, ineataged Employment and
Support Allowance, Pension Credit, Child Tax Cretlitorking Tax Credit that
includes a disability or severe disability elemeirtjversal Credit.

* She must claim the grant within 11 weeks of theylsaiue date or within 6 months
after the baby’s birth.

* Income test
Not applicable for this benefit.
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* Benefit amount

The amount a one-off payment of £500.
* Subject to taxes/SIC

Sure Start Maternity Grant is not taxable and tlismegarded as income or capital for means-
tested benefits or tax credits; and does not a#fatitiement to any non-means-tested benefits.
Sure Start Maternity Grants payment is not affetigthe benefit cap.

EUROMOD notes In Scotland, from late 2018 the Sure Maternitya@rhas been replaced
(and will be extended) by the Best Start Grant (sdew).

2.5.17 Best Start Grant (omascmt_}¥

The Best Start Grant is a package of three payménfgovides parents or carers who get
certain benefits or tax credits with financial sagmluring the early years of a child's life:

- the Pregnancy and Baby Payment a one off payment of £600 for a first child or
£300 for a second or subsequent child. It is tg lveikh the costs of pregnancy or
having a baby such as maternity clothes, a cotpra@

- the Early Learning Payment - a one off payment of £250 to help with the casts
having a pre-school child for example the costslaf trips, books or toys for home
learning

- the School Age Payment a one off payment of £250 to help with the castsaving
a child of school starting age, such as the cdsésrew school bag, to pay for school
trips or after school activities.

. Eligibility

Parents can apply for the Pregnancy and Baby Payimen 24 weeks pregnant up to the day
the baby is 6 months old. This goes up to 1 yahfal adopted children.

Parents with children between 2 and 3 years anai@hm old are eligible for Early Learning
Payment.

Parents of children starting school are eligibleSchool Age Payment. Eligibility depends on
the date of birth of the child (see table below):

Table 30 Best Start Grant Eligibility criteria — baby age

As of... Jun-19 Jun-20
Fiscal year: 2019/20 2020/21
Child’s date of birth March 2014 -Feb Mar 2015 — Feb 2016
2015
Child age 4.3-5.3y.0. 4.3-5.3Yy.0.

Source: CPAG Welfare Benefits and Tax Credits Handbook4,8209 to 2019/2020.
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* |ncome test

There is no income test for these benefits, bupleecan apply if they are receiving one of the
following means-tested benefits:

« Child Tax Credit

« Universal Credit

* Income Support

« Pension Credit

»  Working Tax Credit

« Housing Benefit

« Income-based Jobseekers Allowance (JSA), not iborion based' JSA

« Income-related Employment and Support AllowanceAESot 'contribution based'
ESA

+ Benefit duration

One off payment.

* Benefit amount

The benefit amount is outlined in Table 31.

Table 31 Best Start Grant amounts from 2015-2019

As of... Jun-19 Jun-20
Fiscal year:  2019/20 2020/21
£ peryear £ peryear

Pregnancy and Baby payment

First child 600 600
Other children 300 300
Early learning payment 250 250
School age payment 250 250

Source: CPAG Welfare Benefits and Tax Credits Handbook4,9220
* Subject to taxes/SIC

Best Start Grants are not taxable. They are notteduas income or capital for means-tested
benefits or tax credits. The best Start Grants agsnare not affected by the benefit cap.

2.6 Social contributions

2.6.1 Employee social insurance contributionstécee_}¥
e Liability for contributions

Individuals between the ages of 16 and pensioraegsubject to Class 1 contributions on their
gross earningsl(empNlearnk
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* |ncome base used to calculate contributions

The amount of so-called National Insurance contidms depend on weekly earnings from
employment yenm) as well as earnings replacement benefits paidnbyemployer, namely,
Statutory Sick Paybhlwk and Statutory Maternity Pabrhiang.

Contributions are paid on earnings between a wdekbgr limit, called the Primary Threshold
(PT) and Upper Earnings Limit (UEL). Earnings abdke UEL are subject to a lower rate
(i_Nliclassl _empl_aboveUEL

 Rates and thresholds

The rate applying to earnings between PT and UHiesaaccording to whether or not the
employee is contracted-out of the State-EarnindatB&-Pension-Schemding=0). If so the
rate paid is lower. Table 32 shows the threshajdsss earnings limits) and ratés.

From April 2016 contracted-out employees pay thendard rate of National Insurance
contributions and no longer get the 1.4% Nationalfance rebate.

Table 32 Gross earnings limits and rates for Clasd (employee) National Insurance
Contributions 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ perweek £ perweek £ perweek £ perweek £ peeek

Gross earnings limits:

Primary Threshold (PT) 155 157 162 166 170
Upper Earnings Limit (UEL) 827 866 892 962 861.54
Rates
Between PT and UEL:
Non contracted out 12% 12% 12% 12% 12%
Contracted out 12% 12% 12% 12% 12%
Above UEL 2% 2% 2% 2% 2%

Source: HMRC: Rates and Allowances — National Insurancet@outions,
http://www.hmrc.gov.uk/rates/nic.htm

EUROMOD notes: Whether the employee is contracted out or not ioheerved as such in
the data; this variable has been imputed, accotdimgported earnings and amount of
contribution.

e Compulsory private pension contributions

For those who are contracted out of the state pernstheme, the rate of their occupational
private pension contribution is imputed as a flater in the input datatgceepx
yenicontributiong. The rate is then applied to uprated (or otheswasljusted) earnings in
EUROMOD and the resulting private contributidpdee_¥ is, by default, included within the

3 Women who are married or divorced and opted ofdrbel 977 pay a lower rate of 5.85% (in 2013)
applying to earnings between PT and UEL. HowevieiGesthis can only apply to married/divorced
women aged 50 or more, and only to those continyansthe labour force since 1977 the numbers
affected are now small and we do not identify theeses or simulate this lower rate of contribution.
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employees social insurance contribution (in EUROM®@i2 standard output income list
ils_siced.

2.6.2 Self-employed social insurance contributions, Clasdand Class 4técse_}¥

e Liability for contributions

People with income from self-employments@ may be subject to Class 2 and Class 4
contributions.

 Rates and thresholds

Class 2is a flat weekly amount paid by those whose yeambfit/self-employment incomey/$e
exceeds the so-called ‘Small Earnings Exceptiogsée Table 33 for the amounts and level of
the exception.

Table 33 Rates for self-employment Class 2 Nationadsurance contributions, 2016-2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
Flat rate (£ per week) 2.8 2.85 2.95 3 3.05

Small Earnings

- 5,965 6,025 6,205 6,365 6,495
Exception (£ per year)

Source: HMRC: Rates and Allowances — National Insurancet@outions,
http://www.hmrc.gov.uk/rates/nic.htm

Class 4contributions are paid on self-employment incoyed(between a Lower Profits Limit
(LPL) and an Upper Profits Limit (ULP)i_(NIclass4_onlyselfempl_bwLPLandUPWith a
lower rate applying on income above the upper lifniNIclass4_onlyselfempl_aboveUPL
see Table 34.

Table 34 Upper and Lower Profit Limits for self-emdoyment Class 4 National Insurance
contributions from 2016-2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year:  2016/17 2017/18 2018/19 2019/20 2020/2

Lower Profits Limit(LPL)
(£ per year)

Upper Profits Limit(UPL)
(£ per year)

Rate between LPL and UPL 9% 9% 9% 9% 9%
Rate above UPL 2% 2% 2% 2% 2%

8,060 8,164 8,424 8,632 8,808

43,000 45,000 46,350 50,000 50,000

Source:HMRC: Rates and Allowances — National Insurancetfautions,
http://www.hmrc.gov.uk/rates/nic.htm

Maximum contributions for those with income fronifsamployment and from employment

Class 4 contributions are subject to an annual mawxi for people who have both employment
(yem) and self-employment earningss@. It is calculated as follows:

1. First the Class 2 and Class 4 NICs maximum is tatled by taking the maximum
amount of Class 4 NICs payable on profits betwaeriPL and the LPL and adding 53
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times the weekly Class 2 NICs at the rate in féocghe year in question
(i_combined_bwLPLandUBL

2. Then, from that combined figure any Class 1 ang<faNICs that have been paid are
deductedi( combined_net
3. This gives the maximum amount of Class 4 NICs tihatcontributor is liable to pay at

the main rate i(selfempl_income_bwLPLandUPL

4. Then the amount of profits that would be needgubipthat amount of Class 4 NICs is
calculated and this is deducted from the contritsitotal profits;

5. If that figure is positive it represents the amoaoinprofits on which Class 4 NICs at 2%
are payablei(selfempl_income_addrgte

The calculation then allocates every Class 4 Ni&gributor who is subject to a Class 4 NICs
annual maximum into one of three categories:

1. those who are due to pay:
o Class 4 NICs at a rate of 9 % oniyNI2class4_selfempl_abovelPL

2. those who are due to pay:
o a mixture of Class 4 NICs at rate of 9% and 1%l(1class4_selfempl_addrate
and
3. those who are due to pay:

o Class 4 NICs at a rate of 1% only
(above the UEL # NI3class4_selfempl_aboveURhd below the UEL =
i_NlI3class4_selfempl_belowUPL

The final calculation for National Insurance cdofitions on income from self-employment
then adds Class 2 and Class 4 contributions togétuse_x

2.6.3 Employers’ social insurance contributions {scer_$
» Liability for contributions

Employers have to pay secondary Class 1 Natiorslrémce contributions for each of their
employees if their earnings are above the Seconidagshold and if the employees are aged 16
years or older.

e« Thresholds and rates

Contributions are paid on all earnings above thlecé@®dary Threshold’. The rate on earnings
above the Upper Earnings Limit (UEL), which is tekame as that for Class 1 employee
contributions, is the same rate for all employd&stween the Secondary Threshold and the
UEL it is lower for contracted-out employees’ eags (im=2) before April 2016. There is no
upper ceiling on contributions from employers.

Table 35 shows the thresholds and rates of empogecial insurance contributions.

59



EUROMOD Country Report — UK

Table 35 Thresholds and rates of employers’ socialsurance contributions 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
Secondary Threshold (ST) £/week 156 157 162 166 171
Non contracted out rate above ST 13.8% 13.8% %43.8 13.8% 13.8%
chltracted out rate between ST and 13.8% 13.8% 13.8% 13.8% 13.8%
Contracted out rate above UEL 13.8% 13.8% 13.8% 8%3. 13.8%

Source: HMRC: Rates and Allowances — National Insurancet@outions,
http://www.hmrc.gov.uk/rates/nic.htm

2.7 Personal Income Tax{in_s)

2.7.1 Tax Unit

The UK income tax system is an individual systeime Thcomes of each member of a married
couple are taxed independently. Two exceptions tmeen introduced: in 2013, the “high-
income child benefit charge” for which individuaidapartner's incomes are taken into account
together in order to determine liability (see smtti2.5.4 for more details); in 2015, the
“transferable personal tax allowance for marriedptes” (see 2.7.5) which allows a spouse or
civil partner who is not liable to income tax abdklie basic rate to transfer up to £1,000 of their
unused personal allowance to their spouse or paitner, provided that the recipient of the
transfer is also not liable to income tax abovelihsic rate.

2.7.2 Exemptions

The following income sources are non-taxable: DlggbLiving Allowance, Attendance
Allowance, lump sum Bereavement Payments, PensiceditC Winter Fuel Allowance,
Housing Benefit, income base Employment and Suppiiotvance, Child Benefit (see section
2.5.4. for exceptions), Guardian’s Allowance, Statyi Maternity pay, Industrial Injuries
Benefit, Severe Disability Allowance, War widow'smsion, Council Tax Benefit, Income
Support, Child and Working tax credits, maintenapagment, student payments and loans, and
training allowance.

2.7.3 Tax allowances {inta_9

There is a basic tax fréeersonal Allowance(i_tinta_PersAllo.* There are also additional
“Age allowances”for older individuals which are income-tested. Thtian older taxpayer has
annual taxable income over a threshold (£27,0020i) the additional age-related allowance
is reduced using a 50% taper until the level of shkendard Personal Allowance is reached
(i_tinta_IncExcess)l- see Table 36.

From 2013 the age allowances will be phased ougslyicting them to existing beneficiaries by
increasing the age thresholds by one year each year

¥ There is an allowance for blind people. HoweMeis ts not simulated here due to lack of informatio
in the input data.
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From 2010 arnincome limit for personal allowances was introduced. For e&lofftaxable
income above £100,000 the personal allowance igcest by £1 until the entire personal
allowance is abated to zero.

The “married couple’s age allowance” is also ineldidn the income testing and abatement
referred to above. However, as this is strictlgpadredit it is described in section 2.7.7 below.

Table 36 Tax allowances 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ per year Eperyear £ peryear £ peryear £ peryear

Personal Allowance

under X years old 11,000 11,500 11,850 12,500 .50
X-Y years old n/a n/a n/a n/a n/a

Y years old or over[a] n/a n/a n/a n/a n/a

X n/a n/a n/a n/a n/a

Y n/a n/a n/a n/a n/a
glllf) ?N”;i(l:'énslt for age-related 27,700 n/a n/a n/a n/a
Income limit for personal

100,000 100,000 100,000 100,000 100,000
allowances

Source: HMRC: Rates and Allowances — Income Tax,
http://www.hmrc.gov.uk/stats/tax_structure/tablexa®if

Notes: [a] In 2016/17 personal tax allowance becomes stwme for all age groups. HMRC 2015,
http://www.hmrc.gov.uk/rates/it.htm

2.7.4 Personal Saving Allowancet{nsa_9

From 2016 a newPersonal Saving Allowance(tinsa_9 has been introduced. The amount
depends on the amount of taxable income: basidagpayers will be able to earn up to £1,000
per year in savings income tax-free before payaxgon savings, higher rate taxpayers will be
able to earn up to £500 per year. No personal gallowance is available for taxpayers paying
additional tax rate (income band over £150,000-ffee products (i.e Individual Saving
accounts (ISA) or National & Saving Investments BIf do not count toward personal saving
allowance.

Table 37 Personal Saving Tax allowances from 2016 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ peryear £peryear £ peryear £ peryear £ peryear

Personal Saving Allowance

Basic taxpayers 1,000 1,000 1,000 1,000 1,030
Higher taxpayers 500 500 500 500 520
Additional taxpayers n/a n/a n/a n/a n/a

Source: HMRC: Rates and Allowances — Income Tax,
http://www.hmrc.gov.uk/stats/tax_structure/tablexa@f
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2.7.5 Transferable tax allowance

From April 2015 married and civil couples where gueatner earns less than the £11,000
income tax personal allowance will be able to thanpart of their unused allowance to their
partner up to a limit of £1,100 (10% of the perdadaa allowance in 2015).

Eligible couples are those where both partners Wwere on or after 6 April 1935 (so it includes
some pensioners) and the recipient partner doespapttax at higher tax rate (40%) or
additional tax rate (45%) (in other words his/henaal income lies between £10,601 and
£42,385 during the 2015/16 tax year).

Table 38 Transferable personal tax allowances for arried couples from 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ peryear £ peryear £ peryear £ peryear £ peryear

Transferable Personal Allowance
Annual amount 1,100 1,150 1,185 1,250 1,250

2.7.6 Tax base

Taxable incomeil(_tinty) includes:

e Earnings from employment and benefits from empldgyem + bmana+ bhiwk

* Earnings from self-employmeng<e;

e State, occupational, personal pensions and widawipe poact00 + boactcm +
ypp + bsuwdt

e Carer's allowancebgrdi);

+ Incapacity benefit (bdict01);

e Contributory ESA lfdict02;

» Contributory JSAljunct_3;

* Rental income from a second property or over aetiaiits (yprtx);

* Interests and dividends (except from Individual i8gs Accounts (ISAs) and
Personal Equity Plans (PEPS)ytx);

» Other income (from odd jobsydt0J)

Contributions to personakgp), private and occupational pensiomgcpe are deducted from
the tax base.

Losses from self-employment can be offset agaitisrdaxable income (or carried forward, or
used against previous year income). For simulgbiorposes we assume they are only offset
against other taxable income of the same year.

2.7.7 Tax schedule

The main tax thresholds and rates are set outbieT39.

15 According to the legislation, 1B is taxed only aftke first 28 weeks of payment; we assume that
receipt has lasted this long, as information ofthrof IB award is not available in the data atchan
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Table 39 Income tax thresholds and rates from 201® 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year: 2016/17 2017/18 2018/19 2019/20 2020/2
£ per year £ per year £ per year £ per year £ perear
Savings rate threshold 5,000 5,000 5,000 5,000 05,16
Starter rate threshold in 2.000 2049 2.049
Scotland
Basic rate threshold in - 5, 31,500 12,150 12,444 12,444
Scotland
Basic rate threshold ruK 32,000 33,500 34,500 37,50 37,500
Intermediate rate
threshold in Scotland 31,580 30,930 30,930
Higher rate threshold 150,000 150,000 150,000 T&D,0 150,000
Savings rate % 0 0 0 0 0
Starter rate % in
Scotland 19 19 19
Basic rate % 20 20 20 20 20
Intermediate rate % in 21 21 21
Scotland
Higher rate % rUK 40 40 40 40 40
Higher rate % in 241% 1% 1%
Scotland
Additional rate % rUK 45 45 45 45 45
Additional rate % in 46 46 26
Scotland

Source: HMRC: Rates and Allowances — Income Tax,
http://www.hmrc.gov.uk/stats/tax_structure/tablexa@if

The savings rate of 10% only applies to income fliarestments \{iytX). Before 2015, this
could happen only if, without the investment incortaxable income is less than the savings
rate threshold (e.g. £2,880 in 2014). In that cHsetax system treated the savings income as
the “top slice” and applied the lower rate of 1086any excess of the threshold over non-
savings taxable income (or to the savings incomselfjtif this was lower). From 2015 the
saving rate of 10% has been abolished and thehibicesncreased, so that income from
investments lower than £5,000 is free of tax, whiltey excess over the threshold is taxed
together with the remaining taxable income.

From April 2016 Scotland can regulate part of ineotax for Scottish resident. While in
2016/17 no changes were introduced, from 2017/18tiSk residents face a lower basic rate
threshold and from 2018/19 Scotland increased tingber of tax bands.

2.7.8 Tax credits

The Working Tax Credit and Child Tax Credit are ©idered as benefits by EUROMOD and
are described in the section on benefits, above.

There is a residual tax credit for older couple$h@dugh the Married Couples’ Allowance (and
Additional Personal Allowances for lone parentsyevabolished in 2001, for taxpayer couples
where one or both is aged over 65 a residual alloedas been retained in the form of a non-
refundable tax credit. This residullarried Couples Allowance (MCA) applies to couples
(married or living together in a civil partnershighns=2) where one partner was born before
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April 1935 (i.e. aged 79 years old or over in 20{4}in_prelimMCA. The MCA can be
claimed by the husband if the couple married bef@/@5 (otherwise by partner with highest
income)!® any unused allowance can then be transferred g¢osfiouse or civil partner
(i_tin_unusedMCA

Along with the addition to the personal allowanae blder people, fifty per cent of the
difference between taxable income (before deductihgwances) and the income limit is
subtracted from the MCA, down to a minimum levehisSTminimum is the value of the MCA
for couples aged under 65 as it was before it vibatished in 2001, indexed by prices. 10% of
such amount represents the MCA tax creditir(_finaIMCA). MCA levels for the relevant
policy years are listed in Table 40.

Table 40 Tax credits from 2016 to 2020

As of... Jun-16 Jun-17 Jun-18 Jun-19 Jun-20
Fiscal year:  2016/17 2017/18 2018/19 2019/20 2020/2
£ peryear £ peryear £ per year £ per year £ per year
MCA 8,355 8,445 8,695 8,915 9,180
Lower age limit for MCA 75 75 75 75 75
Minimum MCA 3,220 3,260 3,360 3,450 3,560
g?lf) ?Nn;i(l:'gt for age-related 27,700 n/a n/a n/a n/a
Tax relief rate for the MCA 10% 10% 10% 10% 10%

Source: HMRC: Rates and Allowances — Income Tax
https://www.gov.uk/government/publications/rateskatiowances-income-tax/income-tax-rates-and-
allowances-current-and-past#personal-allowances

2.8 Changes to non-simulated instruments (if applicable

The following non-simulated instruments have be®snged from 2013:

Disability Living Allowance (DLA). DLA could be claimed by individuals if thelpecame
disabled before the state pension age and hadnadrsare and/or mobility needs. DLA for
working-age people will be fully replaced by the$@mal Independent Payment (PIP) by 2018.
In order to take into account the lower entitlemeutlicy bdisc_ukrandomly sets the DLA
personal care componethidf{sg to zero for 20% of individuals receiving lowestroiddle rate
allowance for datasets that do not record PIP litsn&his reduction does not apply when using
FRS 2014/15 - or any following version - as theuaibn described above is observed in the
survey.

1 EUROMOD assumes that the MCA is claimed by thébhnd in all cases.
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3. DATA

3.1 General description

The UK database is drawn from the Family Resougtesey (FRS). Specifically, for this year
there are two new EUROMOD input datasets genenaspectively from FRS 2016/17 and
2017/18" This is a cross-sectional household survey based wo-stage stratified clustered
probability sample of private households and ctdid¢hroughout the fiscal year (April-March).
It was launched in 1992 to meet the informatiorunesments of the Department for Work and
Pensions. In Great Britain the sampling frame fur FRS is the Royal Mail Small Users
Postcode Address File (PAF), listing addressesivieceless than 50 items of mail a day
(intended to exclude business or other non-prives&dential addresses). Postcode sectors are
drawn with probability proportional to size and seuently stratified according to Government
Office Regions, proportion of heads of householdsparticular socio-economic groups,
economic activity rate and male unemployment ratedarived from the 1991 Census of
Population. In a second stage a random sample efd@fesses is drawn within each Primary
Sampling Unit (PSU) and represents an interviewmosthly assignment.

The Northern Ireland 2016/17 and 2017/18 sampladrés the Valuation and Land Agency’s
list of domestic properties and follows an uncluestie regionally stratified design. The sample
covers only households living at private residérd@ddresses. The main exclusions consist of
people living in student accommodation, the honléisose in nursing homes, hospitals or
other types of residential care, prisoners and lpeldgng in military or police institutions®
This sample limitation means that taxes and benefid other income components are under-
represented for Northern Ireland to the extentttiney are received (or paid) by people living in
institutions.

Fieldwork is carried out by two organisations coatusly from April to March of the
following year in such a way that each quarter sample is nationally representative.
Interviewers are instructed to choose up to thmeséholds at multi household addresses and
are required to try a minimum of four calls per selolds. A few days before the beginning of
the fieldwork, an advance letter is posted to $etkaddresses providing information about the
purpose of the survey. Non-response questionnabakecting information about non-
responding households are completed by interviewEng face-to-face interview lasts on
average one hour and 20 minutes per householdraodves all adult individuals (aged 16
years old or more, excluding unmarried people 16&gyears old who are full time students in
non-advanced education). It is carried out usirggGomputer Assisted Personal Interviewing
(CAPI) mode, and makes use of built-in consistetiogcks. Respondents are also encouraged
to consult documentation when asked about repontimgetary amounts. Where possible,
questions are harmonised to maximise comparalbiiitly other surveys® After the interview,
additional survey leaflets are left with the houddhinforming about the prospective use of
data collected, the relevance of survey respondeanfidentiality issues.

Several adjustment procedures take place aftedatsecollection, including taking into account
interviewers’ notes, checking fixed-amounts besefitisentangling multiple benefit receipts,
investigating outliers and zero amounts. Item nesponse mostly relates to self-employment

7 Seehttps://www.gov.uk/government/statistics/family-oesces-survey-financial-year-2016 ahd
https://www.gov.uk/government/statistics/family-oesces-survey-financial-year-201§ 1

From 2013 to 2016 the EU-SILC for the UK has beaseld on the FRS.

18 For a quantitative assessment of the non-housetugidlation see 'Out for the count: the incomes of
the non-household population and the effect ofrtegclusion from national income profiles', Martin
Evans, LSE Welfare State Programme WSP/111, 1995.

19 hitp://www.statistics.gov.uk/about/data/harmonisatilefault.asp
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and investment income and is limited to 0.5% ofedponses. The EUROMOD database makes
use of the imputed data.

Table 41 EUROMOD databases description

EUROMOD UK_2016_al UK_2017_al
database
Original name Family Resources Survey Family ResmiSurvey
Provider Department for Work and Pensions Departrite Work and Pensions
Year of collection 2016/17 2017/18
Period of collection  April 2016 — March 2017 April 2017 — March 2018
Income reference Current year incomes
period

Stratified clustered probability sample for Greaitdn and unclustered,
Sampling regionally stratified design for Northern Ireland

Residents in private households

Coverage
Achieved sample 44,145 individuals 42,847 individuals
Response rate 54% 52%

Source: DWP, Family Resources Survey 2016/17 and 2017/18
https://www.gov.uk/government/statistics/family-oesces-survey-financial-year-2016 &iid
https://www.gov.uk/government/statistics/family-oesces-survey-financial-year-2018

3.2 Sample quality and weights

3.2.1 Non-response

In 2016/17, 54% of the 35,803 sampled householdsiged full cooperatiof! with regional
variation in response rates reflecting patternsidom other major surveys. In 2016/17, for those
households classed as fully co-operating, proxpaeses were obtained for 22 per cent of
adults. In 2017/18, 52% of the 37,129 sampled Hualds provided full cooperation and proxy
responses were obtained for 22% of adults.

2 |Individual full cooperation requires less than #®1't know” or “refusal” answers to monetary
amount questions out of approx. 50 questions.
https://www.gov.uk/government/uploads/system/uptdaitiachment data/file/437481/family-
resources-survey-2013-14.pdf

66



EUROMOD Country Report — UK

Table 42 Household response rates in the FRS 2016/and 2017/18 by government office
regions

Share of households

Region/Country 2016/17 2017/18
United Kingdom 54 52
England 54 52
Wales 57 55
Scotland 51 49
Northern Ireland 58 55
North East 60 57
North West 57 55
Yorkshire and the Humber 56 56
East Midlands 58 53
West Midlands 57 53
East 54 53
London 46 44
South East 52 49
South West 54 52

Source: DWP, Family Resources Survey 2016/17 (Table M.2
https://www.gov.uk/government/uploads/system/upsdaitachment data/file/692128/frs-methodology-and-
standard-error-data-tables-2016-17.xlard 2017/18 (Table M2
https://assets.publishing.service.gov.uk/governfmeitdads/system/uploads/attachment_data/file/7 89449
methodology-and-standard-error-tables-2017-18 xIsx

Lower response rates than the average were sdeuseholds in London, South East, and in
Scotland (as shown in Table 42), single persondimlds, households containing couples with
non-dependent children or lone parents, househimldpurpose-built flats or maisonettes,
households who owned their house outright, and dtmlds whose household responsible
persons (HRP) was self-employed or unemployedcohtrast, higher response rates occur, for
example, in households with dependent children.

3.2.2 Weights

The FRS data are provided with weights attemptmgdrrect for differential non-response
while scaling up sample numbers to the overall fatjon. They are calculated as the ratio of
population to sample counts for subgroups defireeraling to variables reflecting differential
response rates. Population control totals are eérikom external data sources and are adjusted
to exclude people non-resident in private household

Control totals for Great Britain 2016/17 and 20B74kre based on population totals by gender
and age groups in each Government Office RegionS@Nd General Register Office for
Scotland); number of families with children in Saod, England and Wales (DWP Child
Benefit data); number of male and female lone pgarém Great Britain (DWP estimates);
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households tenure type (ODPWM Scottish Executive, National Assembly for Walesyd
council tax band (Valuation Office; Scottish Exeeet except for Northern Ireland). Control
totals for Northern Ireland include population tetéy gender and age group (NISBA
number of lone parents and households (NorthetandeDepartment for Social Development
estimates}’

Table 43 Descriptive Statistics of the Grossing-ugeight (dwi)

UK_2016_a2  UK_2017 al

Number 44,145 42,847
Mean 1,459.305 1,508.655
SD 865.9325 884.4755
Maximum 39,675 30003
Minimum 221 274
Max/Min 179.52 109.5

For 2016/17 and 2017/18, no households have bemped from the sample. For 2016/17, the
original sample size includes 44,145 individualsl 49,380 households, whereas for 2017/18
sample size includes 42,847 individuals and 19 d@&seholds. Applying weights included in

the dataset to gross the numbers up to populattpmes gives 64,421,005 individuals and

27,819,672 households for 2016/17 and 64,641,3%0itduals and 27,622,910 households for
2017/18.

3.3 Imputations and assumptions

The FRS data are obtained from the UK Data Archivihe University of EsseX.Adjustments
to variables are kept to a minimum.

It should be noted that in the 2016/17 and 201FRS8 data:
* Age is top-coded at 80.

Key variables that are imputed are:

* Mortgage interest is imputed for cases where assirgpayment amount includes both
interest and capital repayment;

* Rentis calculated to be gross (in some casesipbsinefit has been deducted);

« The regime under which individuals pay National ul@nce contributions (Not
contracted out or contracted out) is imputed frarforimation on (imputed) gross
earnings and the contribution payment.

2L Then, the Office of the Deputy Prime Minister.

22 Northern Ireland Statistics and Research Agency.

% For more detail about the extent of imputation eadtrol totals variables used to generate grossing
factors, see DWP, Family Resources Survey 2016/17
https://assets.publishing.service.gov.uk/governfophdads/system/uploads/attachment_data/file/69214
1/family-resources-survey-2016-17-background-not@-amethodology.pdfand 2017/2018
https://assets.publishing.service.gov.uk/governfophdads/system/uploads/attachment_data/file/78945
5/family-resources-survey-2017-18-background-nogthmdology. pdf

% Data from the Family Resources Survey are Crowpy@ght. They have been made available by the
Office for National Statistics (ONS) through thet®@rchive and are used by permission. Neither the
ONS nor the Data Archive bear any responsibilitytfe analysis or interpretation of the data regmbrt
here.
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FRS data include a single variable covering allesfgension payments. As well as the basic
state retirement pension, this includes paymentemuthe State Earnings Related Pension
Scheme (SERPS) and the graduated pension schenmedbeded it (under which some current
pensioners receive relatively small payments) aedState Second pension which followed it. It
also includes any increases due to deferred reg¢inenThis single variable is split into two in
the EUROMOD database. One part is the basic setsign. This is imputed by calculating
what it would be for the person in question assgntivey had made full contributions and, in
the case of married women, also if they had madeamtributions of their own. In the latter
case a rough judgement is made about which situafiplied in each case by comparing the
two calculated values with the actual pension payme&hen, any excess is assumed to be
SERPS/State Second Pension.

Council tax: variables “tmu01” and “tmu02”.

Because only about 20% of households (i.e. thogimg# yearly) report the amount of council
tax (after discounts, but gross of council tax Ifi€net needs to be imputed. Households are
assigned to mutually exclusive strata defined alingrto council tax band, government office
region, and separately for single person househdlis average council tax for each stratum is
calculated based on non-missing observations, trmsuch sample average is imputed to the
missing ones (more precisely, the varidiohelOlis derived when stratum average is imputed to
all households; the variabtenu02is derived when on stratum average is imputed issing
households only). By defautimu02is used.

The input database contains also a variable fonaibtax band &émriv0Q).
Carer for means tested benefits premium purposder0l”

Individuals providing care for at least 35 hoursveeK® can qualify for IS if the following
applies to them: (a) they receive carer's allowaf€A) or (b) the person they care for has
claimed or already receives attendance allowand®) (@ the higher or middle rate care
component of disability living allowance (DLA), bér rate of the daily living component of
personal independence payment (PIP).

In the FRS we distinguish two cases: care providédin the household for which we can
control for the conditions described above; camvipied outside the household, for which we
do not observe whether care recipients receive[Pl8A or PIP. For this second case we create
a binary variabldrcO1, which takes value 1 for somebody who (a) recel@s (in this case
should implicitly be providing more than 35 hoursr pveek); or provides care to somebody
inside the household receiving AA/DLA(care) at timddle rate or above or PIP: or (b)
provides care to somebody outside the householohdéoe than 35 hours per week.

In EUROMOD this variable is used to distinguishfi@m ib-JSA.
Benefits

Consistency checks are carried out for most benglitables; for example, checking the
coherence between recipients’ age and benefit (elgs Pension Credit and Income Support);
or reported receipt of mutually exclusive bengfgg. Attendance Allowance, Disability Living
Allowance and Personal Independence Payment); alsere reported amounts were higher
than the maximum benefit rates, amounts were tesstich maximum value (e.g. Incapacity
Benefit, Invalid Carer Allowance, etc.).

% To qualify for IS, if somebody does not receive,@fe decision maker may consider the quality and
quantity of care provided, and grant entitlementScon the basis of care provided even if the total
number of hours is less than 35 per week.
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Earnings and hours of work variables

Earnings information refers to employment incorpenj, based on current employment, self-
employment incomeyée estimated from information from survey questi@amsaccounts and
income drawn from own business, and earnings fraid fbs yot0l). Moreover, last
employment earnings not from the last pay peri@racorded in the variabi®t02 but these
do not enter in the simulations or the definitidndsposable income. Each earning variable,
with the exception ofyot01, has a corresponding hours of work varialylem (Ihw00), yse
(Ihw01) andyot02(Ihw02). The total number of hourkw, is equal tdhw0OO0+hwO1l

Local reference rent and housing benefit restriatie

Local Housing Allowance (LHA) restricts entitlemetd Housing Benefit for tenants in
privately rented accommodation. It has been graglwalled out from 7' April 2008 and it is
fully in place from 2013.

The amount of the benefit results from a combimatba claimant’s actual rent and the LHA
rate that applies in their local area (specificallHA entitlement = min(LHA rate, actual

rent+£15) in 2008-2010; and LHA entitlement = miHA rate, actual rent) from 2011 onward).
See section 2.5.9 for more details on calculations.

LHA rates were initially set at the median of looahts within each Broad Rental Market Areas
(BRMA) and separately according to the dwellingisnber of bedrooms.

The End User License version of the FRS reportg standard regions of residence for each
individual. Thus, in order to include the infornmti about LHA into the input data used by
EUROMOD we need to approximate the local LHA rateeld by claimants in each region. To
do this we link the FRS by region to a Local Auitomistrict (LAD)-BRMA table?®.and
compute averages of LHA rates across standardmegid new variabldohoen50for each
household records the B@entile of local rent for the corresponding numbebedrooms per
house. By doing this, we are also able to modekthiean LHA rates starting from April 2011
that sets LHA rates at the 3@entile of local rents for 6 dwelling categoriéhg¢en113p for
new claimants and the further cut in LHA from A2012 that sets LHA rates at theé"3entile

of local rents by 5 dwelling categoridshpen30.

Increase in female pension age

From 6 April 2010, the age at which women becomiitled to the State Pension (SPA) and
cease having to pay National Insurance contribatiemising by six months every year (hence,
one year every two years) from its pre-2010 lefeb@ The state pension age will then rise
from 65 to 66 for both men and women between Deeerd®18 and April 2020. This changes
the composition of the sample of people who arawmirking-age”, which is clearly important
when simulating how various fiscal systems willeatfthe working-age population. But it also
has implications for household incomes, as it &feeceipt of several state benefits and liability
to national insurance.

During the financial year 2016/17, the State Pansige (SPA) for women increased from 63
years and 1 months to 63 years 7 months. In cag bata (FRS 2016/17), we observe women
entitled to SPA from age 63, while in 2016 womenmaventitled to State Pension only from age
63 and one month and in 2017 from age 63 and seven month and sdhmtefore, only some

women age 63 observed receiving the State Pensiaur base data in 2016, would not be
entitled to it in our simulated year 2016 and osyne of those aged 63 would be entitled to it

% We would like to thanks Alex F. Fenton, Researelioi at the Centre for Analysis of Social
Exclusion London School of Economics who kindly maklis table available to us.
" See Pension Act 2007 and 2011 for more details.
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in 2017. 63 years old women in 2016 could eithewbeking, inactive or receiving/entitled to
some kind of income replacement benefit.

We allow for some mechanical response to the ise®& the female SPA for these affected
womerf®. Moving toward 2017, 2018, 2019 and 2020, whenobserve 63 or 64 years old
women in 2017 (2018, 2019 and 2020) in receipt adid state pension or over pension-age
benefits we, first, remove entitlement to the badiate pension, pension credit, and other
benefits payable only to those above the female @Ri8 is done directly in EUROMOD by
policy PAA_uR; and second, we predict entittement to IB/ESAjclhare invalidity benefits
paid only to working-age adults. We do this by gstfata on women aged 62-64 in our base
data to estimate a probit regression of receiplBOESA, using the following as predictors:
education, region or residence, council tax bandsing tenure, marital status, whether partner
works (if present) and local authority disabilityatsis. This regression is then used to generate
predicted IB/ESA entitlement probabilities for womage 63 and over (up to the new SPA) in
our base data. Finally, we allow for a labour $uppsponse to the rise in the female SPA
amongst the women directly affected. We do thisubyig data on women aged 54-68 in our
base data to estimate a regression of employmahisstusing the following as predictors:
education, number of children in various age grouggion, housing tenure, council tax band,
local authority disability status, entitlement t@gs&bility Living Allowance (DLA), a cubic in
age and an indicator variable for being under SP#&. women in couples we include an
indicator of the partner's employment status. We tlnés to predict the probability of being in
work for women 63 and over (up to the new SPA)un lpase data in a world where the SPA
has increased over 63 years. Aggregating thesdicped probabilities tells us the predicted
proportion of those directly affected by the SPAmde who will be in work after that change,
and we then select sufficient number of women wwitihest predicted probabilities of being in
work when below SPA in order to match the predidtedteased employment rate each year.
Finally, for those women aged 63 and over (up értew SPA) whom we have now simulated
as being entitled to ESA/IB or being in work, wepime additional information (each woman
simulated as being entitled to IB/ESA is allocated IB/c-ESA amount bdictOlyy or
bdict02yy, disability status ddiO1 and ddi02 = 12, 13, ..., 18 indicating the year when
somebody become entitled to 1B or ESA respectivaly) duration on benefiddipd0Q, and
women simulated as being in work are allocated athhp earning yemivor yseiy, hours of
work (Ihwiv01 or lhwiv02) and a compulsory private pension contributigeéeivp). 2°

Although relatively complicated, this procedurdl stmbodies the following assumptions:

* People below the original SPA and those above ¢éine3PA are not affected by the rise
in SPA: in this sense, there are no anticipatiofects or dynamic effects on
employment of raising the SPA.

8 Note that this correction for the moment only @&moving forward, hence using 2010 data on 2011-
2015 systems, using 2012 data on 2013-2015 systesimg 2013 data on 2014-2016 systems and using
2014 data on 2015-2017 systems. Using 2010 dasgsiams before 2012 does not need any pension age
adjustments because the SPA corresponds to thatvelolsin the data; while using 2012-2014 data on
system years before 2012-2014 respectively, wouddmthat female age 60(61) observed in work or
receiving working-age benefits in the data, woudéninstead been eligible to pension and pensien-ag
benefits in those years. EUROMOD does not corm@ctifese inconsistencies between SPA and receiving
working-age benefits because only few observataresaffected by this issue. However, as more recent
data will become available, more women will be oted in work or receiving working-age benefits in
the data, while they would have been eligible tagien and pension-age benefits in previous yeaes. W
will consider this issue and how to adjust the dstekward in future country reports.

2 We do this by matching on the propensity scoreerelthe “treatment” variable identifies people lgein
either below SPA and the propensity score is estichasing a probit regression with the same predict

as the employment equation, other than the cubdg@
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* Other members of the household not directly affédtg the SPA increase do not
change their labour market behaviour (i.e., no gkam hours worked or postponed
retirement).

Having simulated the additional IB/ESA entitlemerasd gross earnings, we can run the
modified base data through EUROMOD.

Transitions from incapacity benefit to employmemdasupport allowance

Incapacity benefit (IB) has been unavailable to méaimants since October 2008, with adults
who are unable to work through disability or illdtig having to claim employment support
allowance (ESA) instead. By 2014 all those undblavork through disability or ill health
should have been transferred from IB to ESA. Thigsot the case and both the FRS 2016/17
and FRS 2017/18 still record some individuals ndngi IB instead of ESA. In simulating the
population in 2017-18, we take into account thadyefall in the number receiving IB, and the
steady rise in the number receiving ESA assumiagttie transition between IB and ESA will
be completed by June 2018. We replicate changesebat 2016-2017 and 2017-2018 by
randomly selecting some individuals receiving IBour base data to no longer receive it, and,
from those, randomly select some to receive ESA.

Of those reassessed, we assume that 30% movehmtS&upport Group, 29% to the Work
Related Activities Group (WRAG) and 41% are fouade fit for work and lose entitlement to
disability benefits (figures taken fromhttps://www.gov.uk/government/statistics/work-
capability-assessment-support-group-outcomes-asabiiity-benefit-history-of-esa-claimants

The final imputed IB/c-ESA benefit values for ea@ar are recorded in specific variables. The
IB amount is saveéh bdict011tbdict0117for each simulated year between 2011 and 2017.
The c-ESA amount is reported bgict021tbdict0218for each year between 2011 and 2018.
From 2018 nobody should be receiving IB anymome EUROMOD this is taken into account
by setting the default values of variabledictO1 (IB) andbdict02 (c-ESA) to the appropriate
variable for the policy system in use within thegmaeter sheebetDefault_uk

From April 2012, contributory ESA for those in tieRAG has been limited to a maximum
duration of one year. We simulate this by remowngtlement from some of those we estimate
to be entitled to c-ESA.

3.3.1 Time period

Information on earnings refers to the last payquerSimilarly, information about pensions and
benefits refers to receipts in the most recentvegle period (e.g. week, 4-week, month, etc.)
before the interview. Self-employment income isdaasn the most recent period (usually 12
months) for which annual business accounts areapeepfor the Inland Revenue for tax
purposes; in some cases this may be several ygard@the interview. Investment income is
based on the last 12-month receipt. All monetargwams in the FRS are expressed in weekly
terms. These are converted into monthly termsHerBUROMOD database. In the EUROMOD
calculations it is implicitly assumed that incorsgéceived at the same rate throughout the year.
However, it should be remembered that this maybeothe case and in particular that income
tax (based on annual income) simulations do nat @tcount of changes that may happen
during the year. On the other hand, it is gener#ifly case that personal and household
characteristics are consistent with the curreranmes that are observed, since they apply to the
same or very similar reference periods. For mofermation about the adjustment of FRS
variables into the EUROMOD database variables beeUK Data Requirements Document
(DRD).
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For more information about the FRS variables agimally available see the FRS
documentation available at: https://discover.ukdataservice.ac.uk/Catalogue/8ih3&
type=Data%20catalogue

3.3.2 Gross incomes
Gross incomes are imputed using the simple formula:

Gross income = net income + tax + employee sodislifance contributions other
deductions

FRS data include variables on income tax, empl®gdal insurance contributions and other
deductions from gross earnings. In general, neinrecand taxes paid are recorded separately.
For the great majority of people, the quality otadan direct taxes is very good. People in
receipt of regular income are taxed through a gayea-earn system and most taxable sources
of investment income are paid net of standard teate The difficulty comes for those whose
earnings are irregular, particularly the self-empliband, to a lesser extent, those moving in and
out of employment during the year and higher ratepayers with significant income from
investments. In these cases, the individuals makentump sum tax payments or receive tax
refunds. This information is collected in the FR®&wever, these lump sums may not be
contemporaneous with the reported income. Basingineeme on the reported direct tax,
including lump sum payments, can lead to a few ébakls having disposable income very
much out of line with their expenditure. In futlaenore elaborate procedure for imputing gross
income from net will be considered for these indixals.

3.3.3 Correcting for non take-up

As will be clear from the report on validation esiges in the next section, assuming that all
means-tested benefits and tax credits are recdiyetthose calculated by EUROMOD to be
entitled results in over-estimates of most of theseuments and an under-estimate of poverty
and inequality. To adjust for this we employ a denpon take-up correction by applying the
take-up proportions estimated on a caseload bgsitie Department of Work and Pensions
(DWP, 2010) and HM Revenue and Customs (HMRC, 21Bpr example we assume that
some 5% of lone parents do not receive the comibmaf Child Tax Credit and Working Tax
Credit to which they are entitled, and that thisgartion is higher in London (24% of all
families with children). Of those entitled to PemsiCredit, 23.5% do not take up, with the
proportion much higher (51%) if there is only detitent to the Savings Credit component.
Take-up probabilities are applied at the housel®igl (so that people entitled to the same
benefits within a household exhibit the same takds@haviour), for each benefit separately. In
general we assume that take-up behaviour is nettefl by changes in the size of benefit or tax
credit entitlements. However, by applying diffeiahtake-up probabilities according to type of
claimant, as summarised in theble 44 some of this effect is captured.

%0 Where ranges of take-up proportions are publistredmid point is used.
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Table 44 Take-up probabilities

Benefit and tax credit claimant type Probability
of take-up
Housing benefit for pensioners (>60/65) if not reicey PC(GC) 0.84
Housing benefit for people of working age in wafrkat receiving IS 0.58
Housing benefit for people of working age withowrwif not receiving IS 0.93
Council tax benefit for owners (with and without mgage) if not receiving IS or PC 0.36
Council tax benefit for tenants if not receivingd6PC(GC) n/a
Council tax benefit for private tenants 0.77
Council tax benefit for social tenants 0.87
Pension credit (quarantee or guarantee + savings) 0.64
Pension credit (savings only) 0.47
Income support for people without children 0.82
Income support for people with children 0.89
Child tax credit* and working tax credit for lonanents (not London) 0.96
Child tax credit* and working tax credit for coupleith children (not London) 0.72
Child tax credit* and working tax credit (all patshin London 0.80
Child tax credit* and working tax credit (all patshin Scotland 0.85
Child tax credit* and working tax credit (all patehin Wales 0.86
Child tax credit* and working tax credit (all patshin Northern Ireland 0.84
Child tax credit family element only 0.66
Working tax credit (no children) 0.31
Working tax credit (no children) — single 0.35
Working tax credit (no children) - couple 0.23

Notes:* If parents are taking up IS, CTC is assumed taaker up.

Source:DWP 2017 and HMRC 2017
https://www.gov.uk/government/statistics/child-bfirehild-tax-credit-ctc-and-working-tax-credit-waake-up-
rates-2016-to-201@nd
https://www.gov.uk/government/statistics/incomeatetl-benefits-estimates-of-take-up-financial-ye@t&to-2017

The correction is switched_on by default in the basdine. To switch the take-up corrections
off throughout any UKMOD module, a user needs tplaghe relevant switch (BTA) from the
run window of EUROMOD. Take-up probabilities summad in Table 44 are stored as single
constant parameter (defined@onstDef ukin the model and the specific take-up correction
computed in each relevant policy sheet at the drtileosimulation. A user can change these
probabilities by changing the correspondent corstan switch off the take-up correction for
each benefit separately by switching off the reféwanction in each policy sheet.

3.3.4 Updating

Information about the factors that are used to tepdar backdate) monetary variables
(parameter sheétprate ul from the mid-point of the data year (respectiv@lgtober 2016 for
FRS 2016/17 and October 2017 for FRS 2017/18)eartid-point of the policy years applying
on June 39 (i.e. October 2017 to October 2020) and the ssuthat have been used are
reported in Annex 1. No other updating adjustmemes employed. Thus, the distributions of
characteristics (such as employment status and gleyploic variables) as well as the
distribution of each income source that is not $atad remain as they were in the original
fiscal year.
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For the simulation of 2020/21 system, we upratarfoial variables for households that appear
in the base dataset 2017/18 FRS (such as earnithgs, sources of income, some expenditures
which are subsidised by the tax system, such dalrepsts and spending on childcare) by using
the latest forecast of earnings and prices madhé@ffice for Budget Responsibilify.

3.4 Pooled Datasets

Together with the usual EUROMOD input data, a netwo$ pooled EUROMOD input datasets
have been produced, namely: UK_2016_b3 and UK_28l7They pooled together three
consecutive EUROMOD input files at the time. Thergased sample size allows increasing
variability in the data especially when analysingprsational reforms affecting subgroups of the
population (i.e. lone parents in Scotland and Wales

For both datasets no households have been droppadtie sample. The sample weights have
been adjusted to make the sample representatiee &K population. For each observation the
income period from the original FRS is stored byiatsle dpd (income data period). Variable
dpdis used in policyJprate_uk(parameteDBYearVa) by EUROMOD for uprating monetary
values by linking to the uprating indices table.

Table 45 UKMOD pooled datasets description

UK_2016_b3

UK_2017_b1

Original name
Provider

Year of collection
Period of collection

Family Resources Survey

Department for Work and

Pensions

2014/15, 2015/16, 2016/17

April 2014 — March 2017

Family Resources Survey

Department for Work and
Pensions

2015/16, 2016/17, 2017/18

April 2015 — March 2018

Current year incomeas indicatc Current year incomess indicatt

Income reference period by dpdvariable by dpdvariable

Sample statistics:

Number of individuals 132,610 130,670
dpd=2014 44,787 -
dpd=2015 43,678 43,678
dpd=2016 44,145 44,145
dpd=2017 - 42,847

Number of households 58,237 57,807

Sample weightsdiwvt):

Mean 481.9678 492.2564
SD 268.863 286.3258
Maximum 13,225 13,225
Minimum 73.67 73.67
Max/Min 179.52 179.52

Population statistics

Number of individuals 63,913,747 64,323,142

Number of households 27,537,362 27,663,669

* The analysis was finalised in September 2019, and so we use the OBR forecasts from the Spring

Statement 2019.
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4. VALIDATION

4.1 AggregateValidation

EUROMOD results are validated against external betacks. Detailed comparisons of the
number of people receiving a given income compomet total yearly amounts are shown in
Annex 3. Both market incomes and non-simulatedstaxel benefits in the input dataset as well
as simulated taxes and benefits are validated stgamternal official data. The main
discrepancies between EUROMOD results and extepeakchmarks are discussed in the
following subsections. Factors that may explaindhgerved differences are also discussed.

Table 46 Components of disposable income

EUROMOD FRS
ils_dispy NINDINC+CHINCDV

Employee cash or near cash income + +
Employer's social insurance contribution 0 0
Company car 0 0
Contributions to individual private pension plans 0 0
Cash benefits or losses from self-employment + +
Pension from individual private plans + +
Unemployment benefits + +
Old-age benefits + +
Survivor’ benefits + +
Sickness benefits + +
Disability benefits + +
Education-related allowances + +
Income from rental of a property or land + +
Family/children related allowances + +
Social exclusion not elsewhere classified + +
Housing allowances + +
Regular inter-household cash transfer received + +
Interests, dividends, etc. + +
Income received by people aged under 16 + +
Regular taxes on property - -
Regular inter-household cash transfer paid - -
Tax on income and social contributions - -
Repayments/receipts for tax adjustment 0 +

4.1.1 Components of disposable income

The definition of disposable income in EUROMOD d&uills closely FRS definition with the
only difference being that the FRS net individualame (NINDINC for adults and CHINCDV
for children) results from the sum of (already) matome components. In particular, total
individual net income in FRS is the sum of the daling components: net income from
employment (NINEARNS), net earn from self-employm&NINSEIN2), net investment
income (NININV), income from retirement pension luming pension credit (INRPINC), net
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pensions income (NINPENINC), total income from ditity benefits (INDISBEN?), total
income from other benefits (INOTHBER, remaining income (NINRIN#) and total amount
of tax credits received (INTXCREY).

The disposable income in EUROMOD is constructechguigwhenever possible) simulated
“gross” components but explicitly including togetivaith earnings, pensions and benefits also
taxes and social insurance contribution, henceyahees of the two disposable income concepts
are not identical. The differences between EURONMADD the FRS are outlined in Table 46.

4.1.2 Validation of incomes inputted into the simulation
e Earnings

While many sources of original income are difficidtvalidate because of lack of independent
and comparable sources of information, this do¢spply to earnings from employment. Table
47 compares aggregate earnings in EUROMOD withmestis from the Annual Survey of
Hours and Earnings (ASHE) in 2016 to 2017. ASHBdsed on a 1% sample of employees on
the Inland Revenue PAYE register for February apdlAn the relevant year, supplemented by
data from the Inter Departmental Business Regfstebusinesses registered for VAT but not
registered for PAYE, to cover businesses which db mve employees above the PAYE
threshold.

Table 47 shows that average earnings across albgegs in the EUROMOD/FRS 2016/17 and
2017/18 databases is close (5% and 3% overestijrtatéite corresponding average value from
ASHE 2018, across all employees whose pay is riettel by absence. The male and female
earnings are over-represented. Also shown are UR(MOD averages for 2018 compared
with ASHE for the corresponding years (the lateStH& data at the time of writing was the
2018 data released: 25 October 2018). The matshmigar for the non-updated or backrated
FRS data, with the EUROMOD estimate over-represgrAéiSHE slightly in 2018 by 3%.

Figure 4.1 compares the cumulative earnings digidh from ASHE and the EUROMOD
input data for 2016 for all employees and for merd avomen (plotting decile points
cumulatively). Figure 4.2 compares the cumulatigenangs distribution from ASHE and the
EUROMOD input data for 2017 for all employees and fhen and women (plotting decile

32 Total income from disability benefits in FRS isthum of the following benefits: DLAc, DLAM,
War Disablement Pension, Severe Disability Allowanéttendance Allowance and Industrial Injury
Disablement Benefit.

% Total income from other benefits in FRS includexome from Child Benefit, Widow's
Pension/Bereavement Allowance, Widowed Mothers/\ighb Parents Allowance, War
Widow's/Widower's Pension, Invalid Care Allowanclbseeker's Allowance, Incapacity Benefit,
DWP third party payments - JSA, Maternity Allowandd#l or state benefit, Guardians Allowance,
Work-Search Premium, In-work credit, Return to waotkedit, Work-related activity premium,
Maternity Grant from Social Fund, Funeral Grantnfr&social Fund, Community Care grant from
Social Fund, Child Maintenance Bonus/Premium, L&aent Benefit run-on/Job Grant, Widow's
Payment, Winter Fuel Payments, Social Fund LoamaRment from JSA and extended HB and/or
CTB, Income Support, DWP third party payments PIS/and Social Fund Loan: Repayment from
IS/PC. Amounts are also added for SAP, SMP, SPP,&8 Housing/Council Tax benefit.

3 Remaining income includes income from Sub-Tenafdd-jobs, School Milk, School Meals,
Healthy Start Scheme Private Benefits, New Deal/G$tudent/School Grants, Royalties, Allowances
from Friends, Relatives or an Organisation, andvainces from Local Authorities/SS for foster and
adopted children (INRINC) minus amount of tax paidthe rent received from property.

% Total amount of tax credits sums Working Tax Cradid Child Tax Credit.
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points cumulatively). The distributions are cloa#hough the distribution diverges around the
middle for men (earnings are somewhat lower inABeIE data).

Table 47 Average gross monthly earnings from emplogent in 2016-2018, comparing
ASHE and the EUROMOD (EM) input database

2016 2017 2018
EM ASHE Ratio EM ASHE Ratio EM ASHE Ratio
All 2389 2275 1.05 2408 2331 1.03 2480 2405 1.03
Male 2875 2742 1.05 2872 2803 1.02 2958 2889 1.02
Female 1889 1800 1.05 1921 1849 1.04 1980 1911 1.04

Sources:Source: Annual Survey of Hours and Earnings 20iBearlier years, Office for National Statisticable
1.1a, weekly gross pay including overtime for aslulhose gross pay was not affected by absenceiptiadtby
4.333 to produce the monthly figures. Latest versio available via
https://www.ons.gov.uk/employmentandlabourmarketipeinwork/earningsandworkinghours/bulletins/ansuale

yofhoursandearnings/2018

Figure 4.1 Cumulative earnings distributions in 206: EUROMOD (FRS) and ASHE
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Figure 4.2 Cumulative earnings distributions in 20Z: EUROMOD (FRS) and ASHE
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* Benefits and taxes

Table 4.4 and Table 4.5 compare statistics on bisnahd taxes that are not simulated by
EUROMOD with external sources. This provides aresssient of the quality of the database
and hence the estimates are referred to as “EUROMR® estimates” although in a few cases
some imputation has taken place in order to provitlédROMOD with the necessary

information for simulation (see previous sectioffhe tables also provide some useful
background information for the validation of simeld components of income which may
depend on, or are associated with, the non-sindizamponents.

Table 4.4 (annex 3) shows the ratio of the EUROMENS estimate of the number of

recipients of benefits or payers of tax to thategivby administrative statistics. The

EUROMOD/FRS estimate is generally the same for gundicy year but the external estimate

naturally varies with time. Exceptions are the EWNROD estimates for Incapacity Benefit and

Employment and Support Allowance 2016-2017 andState Pension 2016-20, since these
vary over time according to our imputations rela@the phasing out of Incapacity Benefit and
phasing in of Employment and Support Allowancewadl as the increase in the state pension
age for women from 60 to 61 years of age in 20122013, 62 in 2014 and 2015, 63 in 2016,
64 in 2017 and 65 from 2018 onwards. See Secti®rilBcrease of female pension age” and
“Transition from Incapacity Benefit to EmploymemtdaSupport Allowance”.

According to official sources, the combined numbkincapacity Benefit (IB) and contributory
Employment and Support Allowance (c-ESA) recipieistasinder-reported in FRS by 38% in
2016 (reflecting over-reporting of 1B by 20.67% amadder-reporting of c-ESA by 90%) and
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under-reported in the base data of 2017 by 41%e(taig over-reporting of 1B by 19.50% and
under-reporting of c-ESA by 90%). Over time tleeipients of these benefits have slightly
decreased, a trend that is partly simulated by EMRO as well (see Section 3.3). However,
number of recipients remain under-simulated in EWFOD/FRS by 51% in 2018, 44% in
2019 and 43% in 2020. Base on initial forecasts,ttansition from IB to ESA should have
been finalized by 2024 however separating the two sources of incapacipport reveals that
in reality the transition has been slower than etquk and some people remain on IB up to
2017. EUROMOD/FRS over-simulates recipients of iB2016 and 2017 and under-simulates
those in receipt of c-ESA.

Similarly while the numbers in receipt of basictsteetirement pension are well estimated in
EUROMOD in 2016 and 2017 (the external figures adgisted to remove recipients living
outside the UK) the actual numbers decrease slowy the period but our simulation of the
effect of the rising state pension age for womeluces the EUROMOD estimate from 2016 to
2020 more slowly (see section 3.3). It is likehatt the general trends of number of retirees
qualifying for the pension in their own right, pltise ageing of the population, neither of which
are captured in our simulation, is the cause afdiscrepancy.

In contrast, recipients of the Second State persierunderestimated by EUROMOD/FRS by
23% in 2016 decreasing to 18% in 2017, 15% in 2% in 2019 and 8% in 2020. The two

sources of state pension are not distinguishebdrdata, our imputations may contribute to this
over/under-estimation (see section 3.3). One negpect both to be under-estimated to some
extent, because of not capturing recipients livingesidential care.

Widows/Bereavement benefit recipient numbers weghty falling between 2016 and 2017,
increasing in 2018 and falling again after thateyrlare under-estimated by 9% in EUROMOD
in 2016 but overestimated by 76% in 2017, 53% ib&®9% in 2019 and 72% 2020.

For some of the benefits with small numbers ofpiecits (especially Maternity allowances but
also War pension and Industrial Injuries Disabletralowance), it is to be expected that there
would be a wide variation around the actual nunfimen a survey.

The actual number in receipt of Carer’'s Allowanes rown over the period and in 2016 it is
underestimated in EUROMOD/FRS by 22%, 8% in 201d@ 2018, 9% in 2019 and 13% in
2020.

Severe Disability Allowance (SDA) is significantiynder-reported in the FRS and this is
thought to be explained by respondent confusiowdet SDA and the disability premia in the
Pension Credit (PC). In 2017 external sources shosudden drop in number of recipients
which cannot be capture by the static simulatiorE0fROMOD. Many claimants of one of
these benefits receive both SDA and PC and mayepoit the actual situation accurately when
asked in the survey. Attendance allowance (AA)l$s ainder-reported, by 44% between 2016
to 2018 and 45% in 2019 to 2020. Disability LiviAjowance (DLA) is being replaced by
Personal Independence Payment (PIP) for new claamdrom 2013. EUROMOD
underestimates recipients of these benefits in 20480), 2017 (20%) and 2018 (4%) and
overestimates them in 2019 (8%) and 2020 (28%). &, EUROMOD overestimates
recipients between 2016 and 2019 and underestirtaasin 2020 (7%).

Finally, on the basis of a 2011 comparison (latgures are not available) the number of
Council Tax payers appears to remain well-in treiith previous years in the FRS. However,
past external figures correspond to the numbemellthgs on which payments were potentially
due and includes second homes and empty propettiel are not captured by the FRS data.

% EUROMOD assumes that everybody entitled to sorsehility support has transitioned from IB to c-
ESA by 2018, thus no IB recipients are simulatedif?2018 onwards.
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Table 4.5 (annex 3) shows ratios of EUROMOD esewalf total expenditure on each benefit
(or revenue from Council tax) and administrativeal® In this comparison the expenditures
vary across policy years, driven by the upratingtdes described in the previous section.
Generally, the closeness of expenditure/revenumass to external statistics follows the same
pattern as for the number of recipients/payers showTable 4.4 suggesting that average
amounts per recipient/payer are approximately right

In the case of contributory ESA the ratios for engitures are always a higher than those for
recipients due to the fact that imputation of béreghount assumes that the claims are within
the “main phase” (not assessment phase). The anpaichtiin the main phase is higher and it
includes the support or WRAG component, while ia #ssessment phase only a lower “basic”
amount without any addition is paid.

External figures for Gross Council tax revenue weok available between 2016-2020, hence
comparison with actual numbers was not possible.

Under-representation of non-simulated benefitsihmdications for the values of the benefits
that are simulated that depend in some way upagipeof the non-simulated benefits. Where
receipt of the latter automatically “passportsgidility for a simulated benefit this will lead to
under-estimation of that benefit. On the other himgcome from the non-simulated benefit is
included in a means-test for a simulated benefides-estimation of the former will lead to
over-estimation of the latter. Similar mechanisipglygin reverse to the case of over-estimation
of non-simulated benefits.

4.1.3 Validation of outputted (simulated) incomes

Validation of simulated elements of income is @rbut in relation to independent external
sources. Table 4.6a (annex 3) shows comparisotiseafiumber of benefit recipients and tax
and contribution payers against official statistitased on administrative sources. These
comparisons assume 100% take-up of means-testeditbeand tax-credits. Table 4.6b (annex
3) repeats the comparison for the means-testexdiinsnts, applying non take-up probabilities
as described in the previous section.

Table 4.7a (annex 3) shows the aggregate annuahditpre, or revenue from each instrument,
compared with official sources, assuming full tae-Table 4.7b (annex 3) makes the same
comparison for means-tested benefits and tax stezbtrecting for non-take-up. Finally, Table
48 (below) compares EUROMOD and external estimatesxpenditure for 2016 for selected
simulated benefits and tax credits with aggregites the FRS data (using the same weights as
in the EUROMOD estimates).
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Table 48 Selected benefits that are simulated by ROMOD: comparison of aggregates
with external statistics and data from FRS (2016/1)7 assuming partial take-up in
EUROMOD estimates. Expenditure/revenue (Emillion/yar)

FRS  EUROMOD External ':;;i‘/’ EURRSSI%D y
2016 2016 2016 External External
Child Benefit 10,420 11,402 11,640 0.90 0.98
Working Tax Credit (WTC) 4,146 3,778 6,299 0.66 0.60
Child Tax Credit (CTC) 15,012 14,442 20,726 0.72 0.70
CTC and WTC 19,158 18,201 27,429 0.70 0.66
WTC only 925 501 931 0.99 0.54
Income Support+JSAinc+ESA 4,494 13,711 13,987 0.32 0.98
Universal Credit n/a 3,191 1,585 n/a 2.01
Pension Credit (PC) total 3,709 4,566 5,666 0.65 0.81
Housing benefit (total) 18,541 18,043 23,441 0.79 0.77

Source: See Table 4.7b Annex 3.

e Child benefit

EUROMOD produces estimates very close to the adnative figures for the number of
families in receipt of child benefit. Given the uaisal nature of the benefit and the fact that the
FRS weights control for the number of families withildren eligible for child benefit (in
2016/17), this is not surprising. However, the nembf children for whom benefit is received
is under-estimated by 3% and the expenditure orbémefit under-estimated by 2% in 2016.
Nevertheless, as shown by Table 48 the FRS datahdd Benefit (weighted) under-estimate
expenditure by more: 10%. Estimations over theggeremain in line with those of 2016.

* Winter fuel allowance

EUROMOD over-estimates recipients by 6% and expgaralby 2% in 2016. There is no clear
reason for this pattern given that the payment népenly on the age of the oldest person in the
household. By 2020 the number of recipients is aMgrestimated by 3% while expenditures
are estimated correctly.

« Means-tested benefits and tax credits

When complete take-up of means-tested benefitéaandredits is assumed (as in Table 4.6a for
recipients and Table 4.7a for expenditure) the ramdf recipients in 2016 is over-estimated
compared with administrative statistics. This agplparticularly to Income Support (including
income tested JSA and income tested ESA), PensieditC/Norking and Child Tax Credit,
Housing Benefit and Universal Credit from 2017 orga Once the take-up correction
described in section 3.3.3 is applied, as showiTable 4.6b, the ratios of the number of
recipients generally improve and move closer to.ohlee numbers on Income Support
(including other working-age income tested bengfite high relative to external statistics (by
19%) similarly, recipients of Child Tax Credit aaéso overestimated in 2016 (by 20%); but
Pension Credit, Working Tax Credit, Housing Benefitl Universal Credit recipients are under-
estimated in 2016 respectively by 15%, 32%, 11%6&nd
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For Income Support (including other legacy workiage income tested benefits), Pension
Credit, Housing Benefit and Universal Credit th@enditure is over-estimated by EUROMOD
before any take-up correction for 2016-2018, then underestimated for 2019-2020 (Table
4.7a) while it is low for Working Tax Credit (by %) and Child Tax Credit (by 14%). The take
up correction (Table 4.7b) reduces expendituré st the total spending on Income Support,
income-based JSA and income-based ESA is undeadh@nistrative total by 2%, Housing
Benefit by 23%, Pension Credit by 19%, Child Taedir by 30% and Working Tax Credit by
23% (Table 4.7b). Spending on Universal Credit iesaver-estimated even after correction
for take-up is applied. Correcting for take-up live way that we do does not allow for the fact
that within client group, it is likely that thosettv small entitiements are the most likely to not
claim. Our caseload-based correction thus probatr-corrects on an expenditure basis for
some means-tested benefits on the legacy systemewdn, with the exception of the Working
Tax Credit, Table 48 shows how the weighted agdesgihom FRS are generally similar to
those from EUROMOD or compare less favourably weiternal statistics.

We now consider each benefit/credit separately distuss reasons for the apparent
discrepancies.

e Tax Credits

Probably the main cause of the apparent under-astim of both Child Tax Credit and
Working Tax Credit is related to the administratsiatistics that we use which are for finalised
awards of Tax Credits. Adjustments are made dfterend of the tax year to take account of
changes in income during the year. It is likelytttiose with changes that lead to increased
entitlement would re-claim during the year. Thusseh with end of year adjustments are likely
to see reductions in their awards. Our simulatiams,the other hand, are based on current
incomes and circumstances. If circumstances stagdme all year our simulation should match
the final award. However, as shown by Table 48 F&rted income from Child Tax Credit is
also low relative to the administrative total. Thigy be due to respondents not knowing how
much of their total tax credit payment is from W6€from CTC. It is also possible that the
FRS data under-represent the CTC client group.

Working Tax Credit expenditure is also underestaddby a little under half the administrative
figure) for the same reasons, that is due to tiverftang” of entitlement, especially when there
is a large year-to-year disregard. Entitlementvisnemore likely to vary over the year as this
depends on being in low paid work which is likedytte unstable in various ways. Working Tax
Credit recipients are also dramatically under-ested by EUROMOD (by 32%) relative to
Child Tax Credit recipients and the “overhang” gam the explanation. Families are unlikely to
shift on and off Child Tax Credit but are likely teeet the eligibility criteria for Working Tax
Credit for short periods but still receive paymewtsen they would not qualify if re-assessed.
Finally, note that some of the mismatching might chee to the widening introduction of
Universal Credit, replacing the ‘legacy benefitsdrh 2013. EUROMOD randomly allocates
benefits recipients to either the legacy systertheruniversal credit system. It is possible that
this method contributes to the mismatch describbdva Future versions will look at
improving it.

* Income Support

Even after the take-up correction the number ofprests of Income Support (IS) is over-
estimated by 58% (Table 4.6b). (The external figuinclude those on income-tested JSA
which are simulated along with Income Support inRERBMOD.) The numbers on income-
related ESA are under-estimated in 2016 (by 11%¢. Jeriod of transition for those potentially
qualifying for IS or ib-ESA was supposed to lastilub014, however in reality there are still
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people receiving IB in 2017 and it is difficult tapture the individual components correctly in
EUROMOD simulations in particular because the kmtient to ib-ESA is based on a “limited
capability for work” which is not explicitly measent in the FRS. The combined (IS+ib-JSA+ib-
ESA) total expenditure from EUROMOD is fairly higélative to the external total (by 19% in
2016 rising to 21% in 2017, and to 22% in 2018underestimated by 37% in 2019 and 2020).

* Pension Credit

After accounting for non take-up, Pension Crediipients as a whole are under-reported by
15% as well as by 19% for the total pension cregjienditure in 2016, while by 2019 these
discrepancies reduce respectively to 3%, but iserdar expenditure to 22%. However, the
external administrative total includes paymentseipients living in institutions who are not
captured by FRS/EUROMOD. The shortfall might belaxgd by EUROMOD not controlling
for size of entitlement in the take-up adjustmextthQugh it is worth noting that our adjustment
does move the aggregate number of recipients irdhedirection).

However, within PC there are too few recipientsSaiving Credit alone or recipients of both
Savings Credit (SC) and Guarantee Credit (GC) coeapto those receiving GC alone. The
latter may rise when the incomes which give rises@ entitlement are under-reported. This
maybe the case considering the under-estimati@Cafecipients.

Since 2016 Pension Credit expenditure has falleralbgut 15% according to the external
statistics. This is due in part to cohort effetk® newly retired have higher non means-tested
pensions than the older retired. It is also padlgo with the basic state pension rising as fast,
or faster, than Pension Credit in this period, Bedause of the increase in the female state
pension age. EUROMOD captures the second anddhiftese effects, at least in principle, but
not the first. This means that estimated expenektfizlls but not to the same extent as external
statistics. As a result, there is a bigger shariffEUROMOD by 2019 compares to external
statistics than at the beginning of the period 3% 12% respectively).

* Housing Benefit

After the take-up correction Housing Benefit reeigs are under-estimated by EUROMOD by
11% in 2016. This is similar to the under-estimatio the FRS data (under-reported by 12%).
Expenditure is under-estimated by 23% in 2016 &ireg to 24% in 2017 and to 30%, 53%
and 54% in 2018, 2019 and 2020 respectively. Thiatiupg of rents to 2018 may not capture
differential growth in rent satisfactorily and thedelling of LHA rent restrictions which were
strengthened just before the beginning of thisgagrtan only be approximated. However, since
Housing Benefit is calculated at the end of the EXMOD “spine” and entitlement depends on
income including other simulated components, thenregplanation for any under-estimation of
expenditure probably lies in the over-simulatiorsofne benefits/tax credits, perhaps for certain
groups of people that cannot be identified in tbe ef aggregate validation exercise reported
here. Moreover, also the gradual introduction ofvdrsal Credit, which has been speeding up
from 2018 onwards, should contribute to the reductf spending on Housing Benefit. On the
other hand, EUROMOD transferred people from theadggbenefit system to the Universal
Credit system on a random selection base. In yedlie gradual introduction of Universal
Credit has been done by groups of claimants basetieo specific means-tested benefits they
are claiming. Our results suggest that such ranatonation may not be capturing properly the
transition process to UC. Future version of the ehathould look into ways of improving this
part of the simulation process.
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e Universal Credit

Since 2013 working-age means-tested benefits drg lweplaced by Universal Credit. While

the initial plan was to transfer people from thecstled Legacy Benefit system to Universal
Credit by the end of 2018, the process has slowsehdand the full introduction of Universal

Credit has been moved forward to 2023/24. EUROM@Ke tsuch transition into account so
that only some people each year are transferréshieersal Credit system. After controlling

for take-up correction the number of recipientsurglerestimated by 6% in 2016, slightly
overestimated in 2017 (2%) and overestimated by R82018 (Table 4.6b). Partly because of
overestimation of recipients also expenditures averestimated, even after the take-up
correction (by 101% in 2016, 58% in 2017 and 45%2018). No external statistics are
available for the latest years (2019 and 2020¥tp tvith comparison.

» Sure Start Maternity Grant and Best Start Grant

EUROMOD significantly over-estimates recipients agxpenditure on both the Sure Start
Maternity Grant and the Scottish Best Start Graritdduced from 2019). Eligibility to these
benefits is conditioned on taking-up other meassetk benefits. This is taken into account by
EUROMOD. On the other hand, the application progesgiired for accessing these benefits
may increase the non take-up issue for these e&ndfis is not taken into account by
EUROMOD yet. Another reason for the pattern obsgigehat external statistics are given by
month and may not be reflecting exactly the averagmual aggregate produced by
EUROMOD.

e Council Tax Benefit

In 2013 responsibility for Council Tax Benefit wdsvolved to Local Authorities and renamed
to local Council Tax Reduction (CTR). This scheméifferent in England, Wales and Scotland
and national statistics are no longer available.EIdROMOD, number of recipients and
aggregated expenditures remain in line with previgears. As before, it is possible that they
are over-estimated even after the take-up cormecfithe reasons for this are difficult to
establish exactly, except that entitlement to CHRethds not only on receipt of IS or PC (in
which case it is virtually automatic) but also ohether tax credits or any non means-tested
benefits are received. As with Housing Benefitthe extent that some non-simulated benefits
are under-reported and tax credits are under-stedjlave might expect some over-estimation
of CTR.

* Benefit Cap

From April 2013 a Benefit cap was introduced touaa the maximum income from benefits
received by a benefit unit. A benefit unit whoséteament exceeds the benefit cap limit has the
amount of HB or UC (whichever it receives) redutedhatch the benefit cap limit. The benefit
cap was fully functional from September 2013 aralfttst external statistics on the numbers of
households affected can be found
https://www.gov.uk/government/uploads/system/upsbaitachment_data/file/542734/benefit-
cap-statistics-to-may-2016.pdiThe number of benefit units affected by houdegefit cap are
well simulated in 2016, while those affected by ¢he through universal credit are significantly
overestimated by EUROMOD in 2016. This result isstnbkely driven by the fact that
EUROMOD over-simulates the number of families reicgy UC and as a consequence more
benefit units result affected by the cap. Anotlesrson for this may be due to the fact that not all
benefits are subject to the cap and entitlemermtettain benefits provides exemption. Under-
simulation of such benefits and under-reported sionilated benefit may explain over-
estimation of the benefit cap (i.e. less familiesrapted from it) both when it applies to HB and
ucC.
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¢ |ncome tax

Compared with tax statistics, the number of incdme payers estimated by EUROMOD is
under-simulated in 2016 by 5 percentage points I€Tdl6a). Revenue from income tax is
under-estimated by 3% (Table 4.7a).

The most likely explanation is that there is someéar-reporting of high incomes and under-
representation in the FRS of high income earnensie& 2 of the 2009-13 UK Country Report

describes a case study for 2010, comparing EUROME&tnates with administrative statistics
from tax records in more detail. Indeed, this isfemed by comparing number of taxpayers
and revenue by tax rate bands with official stagstTable 4.6a shows that EUROMOD under-
simulates the number of taxpayers paying tax ab#sc rate — i.e. with this as their marginal
rate — (with a 4% under-simulation), while the ps@mn of the simulation varies with income

(2% under-simulation of higher rate taxpayers a@%b for those paying tax at the additional
rate). Table 4.7b highlights a shortfall of taxleoted at the additional rate of 37% in 2016,
while tax revenue collected at the higher rate (@stimated by 5%) and standard rate tax
revenue (overestimated by 2%) is very well estiché&tery small discrepancy in 2016).

Over the period 2016-20 income tax revenue gre\8.B%o according to external statistics but
only by 1.2% according to EUROMOD. The slow revemmewth estimated by EUROMOD
corresponds to a drop in number of taxpayers betv2®d6 and 2020 due to the increase in
personal income tax allowance brought forward tb2@nd the increase of the higher rate limit
to £50,000 from April 2019 (as well as the introtlie of a different tax schedule for people
living in Scotland from 2016 onwards).

It should be noted that the assumption that themas recorded in the FRS for the previous
week or month are in fact received for the whole ytaar is likely to have an effect on the

EUROMOD estimates. If EUROMOD could account for tpgrar incomes there would be

more taxpayers in any whole year, resulting in @@r-@stimate. But to the extent that a part-
year income is subject to a lower average tax tiaé@ the equivalent whole year income
(because of the progressivity of the tax schedwegounting for part-year incomes would

reduce the estimated tax revenue on aggregate.

e Social insurance contributions

Detailed comparable external figures on employeets self-employed contributors are only
available up to 2008. The only external figuresnoimber of National Insurance contributors
are available on the total. As in previous yeaesdhs a shortfall of 21%. The explanation for
the underestimation of numbers of both employed aetf-employed contributors by
EUROMOD is that the administrative figures referatny payment of a contribution within the
year while employee contributions are paid dependim weekly earnings. At any one point in
time the number of contributors is less than thHadwsy by the administrative statistics.
Consistent with this explanation, total revenuerfremployee and self-employed contributions
are relatively well captured (only overestimated28% in 2016) — see Table 4.7a. Information
on the number of employees for whom employers ncakéributions is not available. However,
comparisons to the total revenue from any sociaunance contribution suggest that
EUROMOD is capturing well the aggregate amount dlerperiod.

Aggregated revenue from contributions made by #hieesnployed are not available from 2013.
EUROMOD estimates remain in line with previous pearhen revenue from contributions
made by the self-employed were larger (by 55% i622ot shown) than those given in
external statistics and estimates of number ofrdmrtors smaller (by 17% in 2008, not shown).
The explanations for this are a combination of ¢hpsovided above for income tax and for
employee contributions. Self-employed contributians of two types. Class 2 are weekly flat-
rate payments and external estimates count thokmgnany contribution within the year. Class
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4 contributions depend on annual self-employmerdnme in a previous year. The explanations
for income tax are relevant for Class 4 and thdagmgtions for employee contributions are
relevant for Class 2.

4.2 Income distribution

All income distribution results presented here esmputed for individuals according to their

household disposable income (HDI) equivalised lgy ‘tmodified OECD” equivalence scale.

HDI are calculated as the sum of all income souoféedl household members net of income tax
and social insurance contributions. The weightshen OECD equivalence are: first adult=1,;
additional people aged 14+ = 0.5; additional peagied under 14 = 0.3.

4.2.1 Income inequality

Table 4.8a and Table 4.8b compare estimates ofriacimequality and descriptions of the
income distribution from EUROMOD with those pubkshin the official UK HBAI statistics
for 2016/17. The two tables show two sets of EUR@ME3timates: assuming 100% take-up of
means-tested benefits and tax credits, and ussgntomplete take-up assumption. Also shown
are statistics calculated by us from the FRS, ugiegcftUROMOD sample and income concept.

The correction for non take-up improves the conguari The Gini coefficient is increased by
two points (from 0.29 to 0.31) although there il sjuite a large discrepancy between the
HBAI estimate (0.34) and the EUROMOD estimate (P.3he main contributory factor is the
way in which the HBAI statistics are corrected fack of enough households with sufficiently
high income in the FRS data. (The FRS estimatéassame as that from EUROMOD). The
HBAI correction uses information from tax statistito inflate the incomes of some of the
higher income households in the data (DWP, 2016 fias no effect on the median or poverty
estimates but does affect the HBAI estimates shiowirable 4.8b for the Gini and the income
share of the top decile group. It also, by implmatreduces the share of all other decile groups.
Once this is taken into account, the EUROMOD and\H&stimates are generally quite close.

4.2.2 Poverty rates

Table 4.9a and Table 4.9b show a comparison wittighed UK official statistics (Households
Below Average Income or HBAI) based on the sama dat EUROMOD (FRS) Table 4.10a
and Table 4.10b show a comparison with EUROSTATIiplied statistics based on SILC 2017.

Table 4.9a and Table 4.9b show the comparison &6/20 HBAI (Before Housing Costs)
poverty statistics with EUROMOD’s 2016 policy ye&@ecause of differences due to using
simulated rather than recorded income componemt@aan differences in the precise sample or
income concepf there is no reason to expect the HBAI and EUROM®@4ilts to be identical.
Also shown for 2016 are our own calculations ugiifs micro-data and the same sample and
income concept as is employed in the EUROMOD siedisT he differences between the HBAI
estimates (which are rounded to the nearest wharleeptage) and our own calculations (here
rounded to one decimal point) indicate the effeftthe different income concepts and sample
selections. The EUROMOD income concept and ushefull FRS sample results in a slightly
lower poverty threshold (median) and the differem@@nly impacts on poverty measured at the

37 HBAI excludes cases with spouses living away froombh. EUROMOD includes them. HBAI
includes, for students, top-up loans and deducts leepayments. EUROMOD ignores the loan
repayments. HBAI adds the cash value of certaim$oof income in kind (free school meals, Healthy
Start vouchers and free school milk for childrem dree TV licences for those aged 75 and over);
EUROMOD ignores these.
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50% threshold especially for children. The differes between the “FRS” measures and those
from EUROMOD are due to the use of simulated valeegaxes and benefits, including the
imprecise take-up adjustments.

Before any take-up correction, EUROMOD estimategaferty rates are too low relative to the
HBAI estimates. Using the 60% of median povertyeshiold the rate from EUROMOD is
11.6% compared with 16.8% in HBAI. Once the takezopection is applied the EUROMOD
estimate rises to 14.9%. The (rounded) poverty ialess than 1 percentage points too low
relative to HBAI at the 50% and 70% thresholds.

At the 60% threshold the child poverty rate (aftex take up adjustments) is 17.7% compared
to 19% from HBAI. The discrepancy is 2.5 percentagmts at the 50% threshold and less than
1.5 percentage points at the 70% threshold.

The comparisons for older people show that EUROMSNQhtly underestimates at each
threshold. At the 60% threshold the poverty rateolder people is 16.6% compared with 17%
from HBAL.

Table 4.9a and Table 4.9b also compare HBAI povstatistics using 2016/17 data with
estimates from the EUROMOD baseline for the cowadmg policy year. While there is no
reason to expect the statistics from the two s@uteemove in the same way (since one fully
captures economic and demographic changes as swetlley changes and the other does not),
it is still interesting to compare the estimatelse HBAI estimates at the 60% threshold slightly
increase from 2016 to 2017 as they do in EUROMO®Deba smaller rate.

One plausible explanation for the underestimatibpaverty rates, relative to those shown by
HBAI is the fact that FRS data under-report recaptmeans-tested benefits, particularly
Pension Credit but also some working-age incomedesenefits and Housing benefits (Table
4.6b). To the extent that EUROMOD estimates prodddoser match to external statistics on
recipients of these benefits, we might expect EURIIMestimates of poverty to be lower than
those from HBAL.

Under-reporting of means-tested benefits in FR& ptausible component of the explanation of
the discrepancy between HBAI and EUROMOD. Howewar cannot be certain about this as it

depends on the underlying reason for the FRS stioirtf recipients of these benefits. It could

be due to non-reporting by recipients, misreportiygrecipients (the income appears, but as
part of another income component) or different@h-mesponse by recipients. We would need to
draw different conclusions, depending on which tedse applies. If the main explanation is

confusion about income sources by recipients, tienexplanation above is not relevant.

However, this seems unlikely, as few benefits arer-oepresented in terms of expenditure in
FRS (see Table 48), although it is possible thest déipplies to some extent to the basic state
retirement pension, leading to underestimatiorenorded Pension Credit. But if this were the
case, we would also expect to under-simulate Per@redit to the same extent and this does
not happen.

Comparing the poverty rates resulting from EUROM®IEh the Eurostat figures (Table 4.10a
and Table 4.10b in Annex 3) we find that in 2018ROMOD under-estimates poverty (by
11% in 2016) at 40% threshold when accounting fendits take-up corrections. It
underestimates poverty by 12% using the 50% of amethireshold, by 8% and 4% using the
60% and 70% of median thresholds respectively.egfitiated by age group we see that the
underestimation using the 60% threshold is largesthe 16-24 age group (by 17%).
EUROMOD also underestimates poverty among childrdd by 9% and among 50-64 years
old by 14%. By contrast, EUROMOD slightly overesti@s poverty among the over 65 years
old by 9%.
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4.3 Summary of “health warnings”

This final section summarises the main findingteiims of particular aspects of the UK part of
EUROMOD or its database that should be borne irdmihen planning appropriate uses of the
model and in interpreting results.

Although the sample size of the FRS survey dalarge by international standards, care should
still be taken in interpreting results for smalbsyroups of the population.

High income people, self-employment earnings andestment income are generally
underrepresented, possibly due to higher surveyregponse by the types of people concerned,
and under reporting of such sources of incomejquéaitly by high income respondents.

Receipt of benefits or tax credits based on pasticistances is not modelled. It is effectively
assumed that entitlement is based on current cstamoes. This has particular bearing on
simulations of Child Tax Credit and especially WlagkTax Credit, which are in practice based
on income in the previous year. Final awards afg adjusted if current year income exceeds a
threshold.

Our baseline applies a correction for non take-timeans-tested benefits and tax credits to
reduce the proportions of those entitled who areletted to receive the benefit/credit. This

correction is only approximate. It improves poveatyd inequality estimates relative to those
produced officially using the same underlying d&at some benefits remain over-simulated
(Income Support and Universal Credit) and otherdemsimulated (Working Tax Credit and

Child Tax Credit). For some applications of EUROM@Bers are advised to explore the full-
take up option as well.

When comparing results for the UK with those fdrestcountries it is important to remember
that:

1. UK results are based on FRS data, not data frorBEth&ILC. These data relate to 2016/17
and 2017/18. However, from 2012 to 2016, the EUcSHakes use of data from the
FRS.

2. The reference time period for UK data is (genejalie last month, rather than the previous
year (as for other countries in the EU-SILC).

When using results from the 2018 to 2020 policyrgatis important to remember that no
adjustments have been made for demographic chamgehanges in the composition or
distribution of market incomes since 2017/18 (exdbpse captured by updating by income
source). In particular 2018 to 2020 baseline resiit not capture the effects of recession and
slow recovery on increased unemployment and infgtior expected Brexit effects or
reductions in hours worked; nor of increases inlegapent following increases in the size of
the labour force.

The validation exercises conducted so far poinddme puzzles that require further work to
fully understand. Users are advised to read thielatadn section of this report and be aware of
the issues raised in interpreting the results eif ttimulations.

As Universal Credit gets rolled out to everyone2®?3, simulations of the ‘legacy benefits’
and the UC are overestimated at times and undmastil for others. Users are advised to
consider the detailed sections in this report athér information about the assumptions and
estimation quality for the duration of the trarmitiyears.

Users should also note that Universal Credit Sanstiand Conditionallities are not
implemented in EUROMOD - these could further imghet total income received by families
and the poverty rates estimated in this report.
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6.1 General sources for tax-benefit descriptions/rules

Child Poverty Action Group (2016) “Welfare Beneféad Tax Credits Handbook 2016/2017”,
CPAG London

Child Poverty Action Group (2017) “Welfare Beneféad Tax Credits Handbook 2017/2018",
CPAG London

Child Poverty Action Group (2018) “Welfare Beneféad Tax Credits Handbook 2018/2019”,
CPAG London

Child Poverty Action Group (2019) “Welfare Beneféad Tax Credits Handbook 2019/2020",
CPAG London

6.2 Useful websites

www.hmre.gov.uk

https://www.gov.uk/
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https://www.gov.uk/browse/tax

https://www.gov.uk/browse/benefits

https://www.gov.uk/government/publications

http://www.ifs.org.uk/fiscalFacts/taxTables
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7. ANNEXES

Annex 1 Updating factors
Annex 2 Policy Effects in 2018-19 and 2019-20
Annex 3 Validation Statistics

Annex 4 EUROMOD/UKMOD key income concepts
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7.1 Annex 1: Uprating factors

Table 49 Monetary variables and uprating factors

Variable Variable Label L#g(iztre Update factor description
yem employment income $f_yem  Earnings index
PAA: imputed employment
yemiv.  income $f_yem  Earnings index
yiy investment income $f_yiynt  Investment income
yse self-employment income $f_yem  Earnings index
PAA: imputed self-
yseiv employment income $f_yem  Earnings index
bdioa Attendance allowance $f_bdioa Attendancendice
Disability living allowance
bdisc (self care) $f_bdioa Attendance allowance
Disability living allowance
bdimb  (mobility) $f_bdimb Disability living allowance (nmility)
bdict Incapacity benefit+tESA $f_bdict Incapacitynbét+ESA
bdict0O1 Incapacity benefit $f _bdict Incapacity bfitré&ESA
bdict02 ESA $f _bdict Incapacity benefit+ESA
bdiwi Industrial injuries pension $f_bdiwi  Industtinjuries pension
berdi Invalid care allowance $f_berdi  Invalid calowance + Carers Allowance
boact0O0 NI retirement pension $f_boacNlOretirement pension
bdisv Severe disability allowance  $f _bdisv Sevasallement allowance
bhlwk Statutory sick pay $f_bhlwk Statutory sickypa
bunct Unemployment benefit $f_bunct Unemploymemsdfie (JSAC)
boawr  War pension $f_boawr War pension
bsuwd  Widow's pension $f bsuwd Widow's pension
bmana  Maternity Allowance $f_bmana Maternity Allowe
bmaer Statutory maternity pay $f_bmana Maternitpwance
$f xhcmo
xhcmomi Mortgage interest payment mi Mortgage interest payment
xhcrt Rent $f xhert Rent
Local reference rent 30th
bhoen30 percentile $f xhcrt  Rent
Local reference rent 50th
bhoen50 percentile $f xhcrt  Rent
bhoenl13Local reference rent 30th
0 percentile $f xhcrt  Rent
yot01 Earnings from odd jobs $f_ yem  Earnings index
Last earnings for those no
yot02 longer working $f yem  Earnings index
Income from rent received
yprnt (not taxable) $f xhcrt Rent
Income from rent received
yprtx (taxable) $f xhcert  Rent
Total income from rent
ypr received $f xhcrt  Rent
XcC Childcare costs expenditure  $f_yem  Earningsind
xhcot Other housing costs $f xhcrt  Rent
Housing costs - service
xhcsc  charges $f xhcert  Rent
Xxmp Maintenance paid $f yem  Earnings index
yptmp Income from maintenance $f yem  Earnings index
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Variable Variable Label L:;)((:jt?)tre Update factor description
received
yptot Other private transfers $f yem  Earnings index
Private and personal pension
Xpp contributions $f_yem  Earnings index
default uprating factor (Eurostat CPI) (forecastrMa
yls Lump sum income $f_hicp 2019 onwards)
default uprating factor (Eurostat CPI) (forecastrMa
ypp Personal pension income $f_hicp2019 onwards)
tmu Council tax $f_tmul Council Tax: England
tmu Council tax $f tmu7  Council Tax: London
tmu Council tax $f_ tmul0 Council Tax: Wales
tmu Council tax $f_tmull Council Tax: Scotland
NRR/LMA: previous
yempv_a employment income $f_yem  Earnings index

NRR/LMA: employment

yem_a income $f_yem  Earnings index
yiynt Tax free investment income  $f_yiynt  Investrmartome
yiytx Taxable investment income  $f_yiynt  Investmamome
afc Financial capital $f_afc Financial capital
Mortgage Payment

xhcmomc (interest+capital) $f_afc Financial capital

default uprating factor (Eurostat CPI) (forecastrMa
bedsl Student loan $f_hicp 2019 onwards)

default uprating factor (Eurostat CPI) (forecastrMa
bedes Student payment $f_hicp 2019 onwards)

default uprating factor (Eurostat CPI) (forecastrMa
buntr Training allowance $f_hicp 2019 onwards)

default uprating factor (Eurostat CPI) (forecastrMa
boactcm Occupational pension $f_hicp 2019 onwards)

default uprating factor (Eurostat CPI) (forecastrMa
bot Other benefits $f_hicp 2019 onwards)
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Table 50 Uprating factors and their sources

L#pdate Update factor description Factor Source
actor
default uprating factor Eurostat CPI; financial year (April-March) average;
$f_hicp (Eurostat CPI) (forecast Nov extrapolated from Jan 2019 using UK OBR CPI forecas
2015 onwards) Table 3.5
ONS financial year (March-April) annual average K54
$f_yem Earnings index extrapolated from Jan 2019 using UK OBR earnings
forecast Table 3'8
$f_bdioa Attendance allowance
. Disability living allowance
$T_bdimb 11 obility)
$f_bdict Incapacity benefit+ESA
$f_bdiwi Industrial injuries pension
$f_berdi Invalid care allowance +
Carers Allowance ) ) )
. . Change in main rate of benefit; DWP/HMT/HMI
$f_boactO0 NI retirement pension : . .
announcements plus statutory indexation for prijast
$f_bdisv Severe disablement allowance
$f_bhlwk Statutory sick pay
$f_bunct Unemployment benefit (JSAc)
$f_boawr  War pension
$f bsuwd  Widow's pension
$f_ bmana  Maternity Allowance
. . Bank of England IUMTLMV[4]; extrapolated assuming
$f_xhcmomi Mortgage interest payment moves with trend (2 yearS)
3. H
$f xhert Rent ON$ ; extrapolated to 2019 using same method as for
earnings
https://www.gov.uk/government/organisations/deperttn
$f_tmuXX  Council Tax for-communities-and-local-government/series/coutwit
statistics
Newly-constructed index (2011/12=100) based on gban
. . to rates of return using Bank of England data fabeBank
$f_yiynt Investment income

of England interest rates). Forecast assumes mgehan
the previous year.

[1] https://obr.uk/efo/economic-fiscal-outlook-marchi20

[2] http://www.bankofengland.co.uk/boeapps/iadb/indgx?dirst=yes&SectionRequired=1&HideNums=-

1&Extralnfo=

true&Travel=NIxIRxSUx

[3] https://www.ons.gov.uk/economy/inflationandpriceéaesb/timeseries/d7ce
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7.2 Annex 2: Policy Effects

7.2.1 Policy Effects 2018-2019

Error! Reference source not found.and Fi show the effect of 2019 policies on mean
equivalised household disposable income by incoomeponent and income decile group. The
effect is estimated as a difference between simdlhbusehold net income under the 2019 tax-
benefit policies (deflating monetary parametersHoyostat’'s Harmonized Index of Consumer
Prices, HICP) and net incomes simulated under 20dl&ies, as a percentage of mean
equivalised household disposable income in 2018.

The total effect of (deflated) 2019 policies on mémusehold income is 0.12 per cent. This is
mainly the result of lower (in real terms) benefi.13 per cent means-tested benefit and -0.03
per cent non means-tested benefits) and slighgllgdri social insurance contributions (0.09 and
0.01 respectively for employees and self-employady partly compensated by lower direct
taxes (0.35 per cent) and slightly higher publingsens (0.03 per cent).

The distributional pattern of policy effects betwe2018 and 2019 shows a clear regressive
effect with the bottom two deciles losing aroun8per cent of income and the top four
deciles gaining 0.30 per cent of income on aver@fe.bottom part of the income distribution
loses from frozen (in nominal value) means-tested @on means-tested benefits and higher
Council Tax (in real terms).

Apart from the negative effect for the first decdeoup, direct taxes are shown BEyror!
Reference source not found. to have a positive impact on household disposatdeme
between 2018 and 2019. This is mainly driven bpmat to Personal Income Tax Allowance
that increasing faster than inflation, had an ayerpositive effect on disposable household
income for household from the third decile groupvard.

Finally, state pension rising slightly more thaflahon thanks to the triple-lock indexation,

means that there are small but positive real ctengePublic Pension across the income
distribution for pensioners.
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Table 1 Policy Effects 2018-19, using CPI indexatip %

Decile Original  Public Means- Non means-  Employee Self- Direct  Disposable
income  pensions tested tested sic employed  taxes income
benefits benefits sic
1 0.00 0.09 -0.60 -0.10 0.01 0.01 -0.18 -0.78
2 0.00 0.07 -0.82 -0.09 0.01 0.00 0.00 -0.84
3 0.00 0.06 -0.23 -0.05 0.01 0.00 0.08 -0.13
4 0.00 0.06 -0.30 -0.04 0.00 0.00 0.15 -0.13
5 0.00 0.05 -0.10 -0.03 -0.01 0.00 0.22 0.14
6 0.00 0.03 -0.13 -0.02 -0.03 0.00 0.30 0.15
7 0.00 0.03 -0.01 -0.02 -0.05 0.00 0.35 0.30
8 0.00 0.02 -0.02 -0.02 -0.09 -0.01 0.40 0.28
9 0.00 0.01 -0.03 -0.01 -0.15 -0.01 0.49 0.31
10 0.00 0.01 -0.01 0.00 -0.22 -0.02 0.55 0.30
Total 0.00 0.03 -0.13 -0.03 -0.09 -0.01 0.35 0.12

Notes: shown as a percentage change in mean dgad/ddousehold disposable income by income compareh
income decile group. Income decile groups are baseefjuivalised household disposable income in 204i8g the
modified OECD equivalence scale. Each policy systesibeen applied to the same input data, deflatiogetary
parameters of 2019 policies pyojectedEurostat’s Harmonized Index of Consumer Prices BJIC

Figure 1 Policy Effects 2018-19, using CPI indexatn (CP1=1.021), %
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7.2.2 Policy Effects 2019-2020

Table 2 and Figure 2 show the effect of 2020 anoedrpolicy reforms on mean equivalised
household disposable income by income componentirscaine decile group. The effect is

estimated as a difference between simulated holgseled income under the 2020 tax-benefit
policies (deflating monetary parameters by Eurtstdarmonized Index of Consumer Prices,
HICP) and net incomes simulated under 2019 policssa percentage of mean equivalised
household disposable income in 2019.

The total effect of the (deflated) announced polieforms to be introduced in 2020 is on
average negative on mean household income (-0.1@eme). This will be mainly the result of
higher (in real terms) direct taxes (-0.25 per ramd slightly lower means-tested benefits (-
0.03 per cent) only partly compensated by lowerleyge social insurance contributions (0.05
per cent) and higher public pensions (0.06 percent

The expected distributional pattern of policy eféelsetween 2019 and 2020 is shown in Figure
2. Given the announced policies (up to the latgsing Financial Statement on1®f March
2019) the forecasts show progressive effects dEypahanges with the bottom decile gaining
around 0.20 per cent of income and the top deedimd) 0.27 per cent of income on average.

Direct taxes are expected to have a negative effeeiverage household disposable income (as
shown by Table ) between 2019 and 2020. This imiypnariven by Personal Income Tax
Allowance announced to be frozen at 2019 nominhlevédecreasing in real value) as well as
frozen high tax thresholds at 2019 value implyiegl tax increases for all earners.

On the other hand, state pension rising slightlyarthan inflation thanks to the triple-lock
indexation, means that there will continue to bealsrhut positive real changes to Public
Pension across the income distribution.

From 2020 all means-tested benefits should reisien¢asing after their values have been frozen
(in nominal value) for the last four years. Thidlviee positive for all benefit receivers. The
analysis shown here also capture the effect of gheni share of claimants transferred to
Universal Credit: UC will replace six working-ageeams-tested benefits and will require a
single application for it. Although in general thmount of the “new” benefit will more or less
match the sum of the six benefits it replaces ffeople who were already claiming all the
benefits they were entitled to), some claimantseapected to gain from increase take-up (i.e. if
someone was claiming only few of the six meanstebenefits replaced by UC, under the new
system they would be considered for all six andpaiel the full amount they are entitled to,
which may include more than what they were claiminger the old system). This is shown in
Figure 2 as an average gain (0.09 per cent) fromnsxested benefits for the bottom income

group.
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Table 2 Policy Effects 2019-20, using CPI indexatip %

Decile Original  Public Means- Non means-  Employee Self- Direct  Disposable
income  pensions tested tested sic employed  taxes income
benefits benefits Sic

1 0.00 0.17 0.09 0.01 0.01 0.00 -0.07 0.20

2 0.00 0.13 -0.05 0.01 0.01 0.00 -0.10 0.00

3 0.00 0.13 0.02 0.01 0.01 0.00 -0.15 0.02

4 0.00 0.11 -0.03 0.01 0.02 0.00 -0.18 -0.07

5 0.00 0.09 -0.03 0.01 0.02 0.00 -0.20 -0.11

6 0.00 0.07 -0.03 0.00 0.03 0.00 -0.23 -0.16

7 0.00 0.05 -0.10 -0.01 0.04 0.00 -0.25 -0.26

8 0.00 0.04 0.00 -0.02 0.05 0.00 -0.26 -0.19

9 0.00 0.03 0.01 -0.01 0.07 0.00 -0.30 -0.20

10 0.00 0.02 -0.03 0.00 0.09 0.01 -0.35 -0.27
Total 0.00 0.06 -0.02 0.00 0.05 0.00 -0.25 -0.17

Notes: shown as a percentage change in mean dgad/dlousehold disposable income by income compareh
income decile group. Income decile groups are baseefjuivalised household disposable income in 204ig the
modified OECD equivalence scale. Each policy systesibeen applied to the same input data, deflatiogetary
parameters of 2020 policies pyojectedEurostat’s Harmonized Index of Consumer Prices BJIC

Figure 2 Policy Effects 2019-20, using CPI indexatn (CP1=1.019), %
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7.3 Annex 3: Validation Tables

Table 4.4 Tax benefit instruments included but nosimulated in EUROMOD -Number of recipients/ payergin thousands)
EUROMOD External Ratio

2016 2017 2018 2019 2020 2016/17 2017/18 2018/19 2019/20 2020/21 2016 2017 2018 2019 2020

Incapacity benefit+ c-

ESA 299 274 199 199 199 486 462 409 357 349 0.62 0.59 0.49 0.56 0.57
Incapacity benefit 62 39 0 0 0 3 2 0 0 0| 20.67 19.50 N/A N/A N/A
Contributory-ESA 237 235 199 199 199 2381 2326 2173 2341 2323 0.10 0.10 0.09 0.09 0.09
Retirement Pension 11,619 11,555 11,302 11,302 11,302 11145 10995 10570 10100 9726 1.04 1.05 1.07 1.12 1.16
Second State Pension 7,869 8,071 8,071 8,071 8,071 10250 9876 9472 9147 8813 0.77 0.82 0.85 0.88 0.92
Bereavement Benefits 83 153 153 153 153 91 87 100 96 89 0.91 1.76 1.53 1.59 1.72
Attendance Allowance 811 801 801 801 801 1445 1435 1440 1451 1467 0.56 0.56 0.56 0.55 0.55
Disability Living

Allowance (either part) 2,260 1,695 1,695 1,695 1,695 2631 2127 1762 1563 1322 0.86 0.80 0.96 1.08 1.28
Severe Disablement

Allowance 23 25 25 25 25 59 35 30 28 27 0.39 0.71 0.83 0.89 0.93
Carer's Allowance 625 759 759 759 759 798 826 824 830 869 0.78 0.92 0.92 0.91 0.87
Industrial Injuries

Disablement Allowance 184 154 154 154 154 307 302 296 291 286 0.60 0.51 0.52 0.53 0.54
Maternity allowances 25 35 35 35 35 61 59 61 62 63 0.41 0.59 0.57 0.56 0.56
War Pension and

allowances 82 68 68 68 68 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Statutory Maternity

Pay 167 165 165 165 165 264 262 267 269 270 0.63 0.63 0.62 0.61 0.61

Personal Independence
Payment (PIP) 1,368 2,000 2,000 2,000 2,000 588 1043 1536 1892 2161 2.33 1.92 1.30 1.06 0.93

Council tax (payers) 26,693 26,593 26,593 26,593 26,593 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Sources: Unless otherwise specified: Department for Work and Pensions https://www.gov.uk/government/publications/benefit-expenditure-and-caseload-tables-2018
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Table 4.5 Tax benefit instruments included but nosimulated in EUROMOD -Annual amounts (in mil. GBP

EUROMOD External

2016/17  2017/18  2018/19  2019/20  2020/21

'E”sfpac'ty benefit+ c- 1,411 1,223 1,155 1,183 1,208 4,702 4,720 4,548 4,576 4517 | 030 026 025 026 027
Incapacity benefit 353 186 0 0 0 15 9 3 1 102370 208 000 000 0.00
C-ESA 1,058 1,037 1,155 1,183 1,208 4,687 4,711 4,545 4,575 4516 | 023 022 025 026 027
Retirement Pension 65611 67,404 67,822 69,573 71,592 68,937 68,236 67,583 66,881 66,274 | 095 099 100 104 1.08
Second State Pension 14,970 15961 16,318 16,657 16,973 18,135 17,985 18,210 18,281 18130 | 083 089 090 091 0.94
Bereavement Benefits 455 887 913 935 955 557 503 461 423 386 0.82 1.76 1.98 2.21 2.48
Attendance Allowance 2,928 2,960 3,049 3,122 3,187 5,483 5,529 5,675 5,887 6,067 | 053 054 054 053 053
Disability Living 9,410 7,340 7,561 7,743 7,905 11,514 9,380 8,099 7,346 6300 | 082 078 093 105 1.25
Allowance (either part)
severe Disablement 99 109 112 115 117 234 120 98 94 90 | 042 091 114 123 130
Allowance
Carer's Allowance 2,010 2547 2,624 2,719 2,775 2,667 2,830 2,869 2,982 3,175 | 075 090 091 091 0.87
Industrial Injuries 490 458 472 483 493 861 840 839 848 850 | 057 054 056 057 058
Disablement Allowance
Maternity allowances 160 252 259 266 271 437 427 429 448 464 0.37 0.59 0.60 0.59 0.58
War Pension and
B 550 361 372 380 388 N/A N/A N/A N/A NA| NA  NA NA NA  N/A
Statutory Maternity Pay 1,126 1,202 1,238 1,268 1,294 2,385 2,469 2,579 2,642 2,724 | 047 049 048 048 047
PersonalIndependence 3500 ¢ 10 G191 6341 6474 3,005 5,160 8,650 1,0608 1,3075 | 133 116 072 060 0.0
Payment (PIP)

Council tax (payers)

33,257

34,547

36,178

37,900

38,664

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

Sources: Unless otherwise specified: Department for Work and Pensions https://www.gov.uk/government/publications/benefit-expenditure-and-caseload-tables-2018

External statistics for War Pension and allowances and Council Tax are no longer available
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Table 4.6a Tax benefit instruments simulated in EURMOD -Number of recipients/ payers (in thousands) full take up

EUROMOD External
2016 2017 2018 2019 2020 2016/17 20187/1 2018/19 20%)9/2 2020/21 | 2016 2017 2018 2019 2020

Benefits Unit
Child Benefit Children 12,456 12,316 12,257 12,237 12,143 12,877 12,847 12,746 N/A N/A 0.97 0.96 0.96 N/A N/A

Families 7,272 7,163 7,135 7,122 7,065 7,396 7,377 7,326 N/A N/A 0.98 0.97 0.97 N/A N/A
Sure Maternity Grant Families 164 166 164 125 129 55 N/A N/A N/A N/A 2.98 N/A N/A N/A N/A
Scottish Best Start
Grant Families - - - 110 109 N/A N/A N/A 43 N/A N/A N/A N/A  2.59 N/A
Working Tax credit (all)  Families 2,304 2,109 1,778 1,262 871 2,055 1,898 N/A N/A N/A 1.12 1.11 N/A  N/A N/A
Child Tax Credit (all) Families 3,662 3,351 2,870 2,109 1,522 2,457 2,320 N/A N/A N/A 1.49 1.44 N/A  N/A N/A
Both CTC and WTC Families 1,357 1,260 1,095 805 572 1,654 1,556 N/A N/A N/A 0.82 0.81 N/A  N/A N/A
Either CTC or WTC Families 4,609 4,199 3,554 2,566 1,821 2,858 2,662 N/A N/A N/A 1.61 1.58 N/A  N/A N/A
Without children (WTC
only) Families 947 848 684 457 299 401 342 N/A N/A N/A 2.36 2.48 N/A N/A N/A
Job Seekers
contributory Families 70 44 44 44 44 77 65 47 86 93 0.91 0.68 094 0.51 0.47
Income Support+ib-JSA  Families 2,063 1,977 1,724 1,295 919 1,062 923 715 1,121 1,115 1.94 2.14 241 116 0.82
1b-ESA Families 1,515 1,334 1,260 895 642 1,381 1,335 1,222 1,389 1,390 1.10 1.00 1.03 0.64 0.46
Income Support+ib-
JSA+ib-ESA Families 3,578 3,311 2,984 2,189 1,561 2,443 2,258 1,937 2,510 2,505 1.46 1.47 1.54 0.87 0.62
Income Support lone
parents only Families 478 418 356 264 174 395 380 317 355 333 1.21 1.10 1.12 0.74 0.52
Universal Credit Families 351 642 1,466 2,946 4,141 373 627 1,188 N/A N/A 0.94 1.02 1.23 N/A N/A
Pension credit - any Families 2,667 2,684 2,530 2,491 2,466 1,903 1,792 1,638 1,538 1,466 1.40 1.50 154 1.62 1.68
Pension Credit GConly  Families 1,378 1,333 1,197 1,166 1,146 918 884 804 755 731 1.50 1.51 1.49 1.54 1.57
Pension Credit GC+SC Families 719 713 676 694 695 646 599 541 508 488 1.11 1.19 1.25 1.37 1.42
Pension Credit SC only Families 570 638 658 630 625 339 309 293 274 247 1.68 2.06 2.25 2.30 2.53
Housing benefit: total Hlds 5,155 4,933 4,396 3,560 2,912 4,594 4,371 3,981 4,476 4,437 1.12 1.13 1.10 0.80 0.66
Council tax benefit Hlds 7,625 7,469 7,435 7,452 7,434 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Winter fuel payment Hlds 12,786 12,282 11,591 11,591 11,591 12,025 11,808 11,573 11,399 11,265 1.06 1.04 1.00 1.02 1.03

102



EUROMOD Country Report — UK

Benefit cap (HB) Families 30

Benefit cap (UC) Families 2
Taxes and Social Insurance
contributions

Income tax Ind. 29,548
Basic rate Ind. 24,884
Higher rate Ind. 4,342

Additional rate Ind. 322

SIC Employees (Class 1)  Ind. 22,403

SIC Self employed

(Class 2 + any Class4) Ind. 3,125

SIC Employees & Self-

Employed Ind. 25,528

126
12

29,534
25,032
4,255
247
22,869

3,200

26,069

105
36

29,542
22,894
4,299
277
22,949

3,272

26,221

69
60

29,183
22,920
3,947
301
22,977

3,213

26,190

52
90

29,590
23,080
4,177
315
23,082

3,267

26,349

20
0.3

31,200
25,900
4,410
356
N/A

N/A

32,390

69

31,300
26,100
4,210
380
N/A

N/A

32,710

61

31,700
26,200
4,260
410
N/A

N/A

33,010

50
26

31,400
26,200
3,850
438
N/A

N/A

N/A

N/A
N/A

N/A
N/A
N/A
N/A
N/A

N/A

N/A

1.50
5.88

0.95
0.96
0.98
0.90
N/A

N/A

0.79

1.83
3.56

0.94
0.96
1.01
0.65
N/A

N/A

0.80

1.73
5.63

0.93
0.87
1.01
0.68
N/A

N/A

0.79

1.39
2.34

0.93
0.87
1.03
0.69
N/A

N/A

N/A

N/A
N/A

N/A
N/A
N/A
N/A
N/A

N/A

N/A

Sources: Unless otherwise specified: Department for Work and Pensions https://www.gov.uk/government/publications/benefit-expenditure-and-caseload-tables-2018 and OBR
Economic and Fiscal Outlook March 2019 https://obr.uk/efo/economic-fiscal-outlook-march-2019/

Child Benefit statistics https://www.gov.uk/government/statistics/child-benefit-statistics-geographical-analysis-august-2018

Child and Working Tax Credit statistics https://www.gov.uk/government/statistics/child-and-working-tax-credits-statistics-finalised-annual-awards-2017-t0-2018

Benefit cap statistics https://www.gov.uk/government/statistics/benefit-cap-number-of-households-capped-to-may-2019

Income Tax Statistics and Distributions https://www.gov.uk/government/collections/income-tax-statistics-and-distributions

Note: Income Support also takes into account JSA means tested; ib-JSA is effectively simulated as part of IS in EUROMOD
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Table 4.6b Tax benefit instruments simulated in EURMOD -Number of recipients/ payers (in thousands) partial take up

EUROMOD External
2016 2017 2018 2019 2020 2016/17 2017/18 2018/19 20109/2 2020/21 | 2016 2017 2018 2019 2020

Benefits Unit
Child Benefit Children 12,456 12,316 12,257 12,237 12,237 12,877 12,847 12,746 N/A N/A | 0.97 0.96 0.96 N/A N/A

Families 7,272 7,163 7,135 7,122 7,122 7,396 7,377 7,326 N/A N/A | 0.98 0.97 0.97 N/A N/A
Sure Maternity Grant Families 136 140 137 101 101 55 N/A N/A N/A N/A 2.47 N/A N/A N/A N/A
Scottish Best Start Grant ~ Families - -- -- 88 88 N/A N/A N/A 43 N/A N/A N/A N/A 2.07 N/A
Working Tax credit (all) Families 1,393 1,259 986 611 611 2,055 1,898 2,239 N/A N/A | 0.68 0.66 0.44 N/A N/A
Child Tax Credit (all) Families 2,941 2,662 2,200 1,459 1,459 2,457 2,320 2,564 N/A N/A 1.20 1.15 0.86 N/A N/A
Both CTC and WTC Families 1,126 1,046 892 611 611 1,654 1,556 1,759 N/A N/A | 0.68 0.67 0.51 N/A N/A
Either CTC or WTC Families 3,208 2,875 2,294 1,459 1,459 2,858 2,662 3,044 N/A N/A 1.12 1.08 0.75 N/A N/A
Without children (WTC
only) Families 267 213 94 0 0 401 342 480 N/A N/A | 0.67 0.62 0.20 N/A N/A
Job Seekers contributory  Families 70 44 44 44 44 77 65 47 86 93 | 0.91 0.68 0.94 0.51 0.47
Income Support+ibJSA Families 1,682 1,660 1,397 971 971 1,062 923 715 1,121 1,115 | 1.58 1.80 1.95 0.87 0.87
ibESA Families 1,233 1,078 975 609 609 1,381 1,335 1,222 1,389 1,390 | 0.89 0.81 0.80 0.44 0.44
Income
Support+ibJSA+bESA Families 2,915 2,738 2,372 1,580 1,580 2,443 2,258 1,937 2,510 2,505 1.19 1.21 1.22 0.63 0.63
Income Support lone
parents only Families 410 383 320 228 228 395 380 317 355 333 | 1.04 1.01 1.01 0.64 0.68
Universal Credit Families 351 642 1,466 2,926 2,926 373 627 1,188 N/A N/A | 0.94 1.02 1.23 N/A N/A
Pension credit - any Families 1,612 1,624 1,541 1,490 1,490 1,903 1,792 1,638 1,538 1,466 | 0.85 0.91 0.94 0.97 1.02
Pension Credit GC only Families 890 848 777 746 746 918 884 804 755 731 | 0.97 0.96 0.97 0.99 1.02
Pension Credit GC+SC Families 475 446 435 437 437 646 599 541 508 488 | 0.74 0.74 0.80 0.86 0.90
Pension Credit SC only Families 246 330 330 307 307 339 309 293 274 247 | 0.73 1.07 1.13 1.12 1.24
Housing benefit: total Hlds 4,067 3,812 3,315 2,506 2,506 4,594 4,371 3,981 4,476 4,437 | 0.89 0.87 0.83 0.56 0.56
Council tax benefit Hids 5,394 5,322 5,296 5,257 5,257 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Winter fuel payment Hlds 12,786 12,282 11,591 11,591 11,591 12,025 11,808 11,573 11,399 11,265 | 1.06 1.04 1.00 1.02 1.03
Benefit cap (HB) Families 20 111 89 54 54 20 69 61 50 N/A | 1.00 1.61 1.47 1.09 N/A
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Benefit cap (UC)
Benefit cap (Any)
Taxes and Social Insurance
contributions
Income tax
Basic rate
Higher rate
Additional rate

SIC Employees (Class 1)

SIC Self employed (Class
2 + any Class4)

SIC Employees and Self-
Employed

Families

Families

Ind.
Ind.
Ind.
Ind.
Ind.

Ind.

Ind.

22

29,548
24,884
4,342
322
22,403

3,125

25,528

12
123

29,534
25,032
4,255
247
22,869

3,200

26,069

36
125

29,542
22,894
4,299
277
22,949

3,272

26,221

60
114

29,183
22,920
3,947
301
22,977

3,213

26,190

60
114

29,183
22,920
3,947
301
22,977

3,213

26,190

0.3
20

31,200
25,900
4,410
356
N/A

N/A

32,390

72

31,300
26,100
4,210
380
N/A

N/A

32,710

67

31,700
26,200
4,260
410
N/A

N/A

33,010

26
75

31,400
26,200
3,850
438
N/A

N/A

N/A

N/A
N/A

N/A
N/A
N/A
N/A
N/A

N/A

N/A

5.88
1.08

0.95
0.96
0.98
0.90
N/A

N/A

0.79

3.56
1.70

0.94
0.96
1.01
0.65
N/A

N/A

0.80

5.63
1.87

0.93
0.87
1.01
0.68
N/A

N/A

0.79

2.34
1.51

0.93
0.87
1.03
0.69
N/A

N/A

N/A

N/A
N/A

N/A
N/A
N/A
N/A
N/A

N/A

N/A

Sources: Unless otherwise specified: Department for Work and Pensions https://www.gov.uk/government/publications/benefit-expenditure-and-caseload-tables-2018 and OBR
Economic and Fiscal Outlook March 2019 https://obr.uk/efo/economic-fiscal-outlook-march-2019/
Child Benefit statistics https://www.gov.uk/government/statistics/child-benefit-statistics-geographical-analysis-august-2018

Child and Working Tax Credit statistics https://www.gov.uk/government/statistics/child-and-working-tax-credits-statistics-finalised-annual-awards-2017-t0-2018

Benefit cap statistics https://www.gov.uk/government/statistics/benefit-cap-number-of-households-capped-to-may-2019

Income Tax Statistics and Distributions https://www.gov.uk/government/collections/income-tax-statistics-and-distributions
Note: Income Support also takes into account JSA means tested; ib-JSA is effectively simulated as part of IS in EUROMOD
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Table 4.7a Tax benefit instruments simulated in EURMOD -Annual amounts (in mil. GBP) - full take up

EUROMOD External

2016 2017 2018 2019 2020 2016/17 2017/18 2018/19 2019/20 2020/21 221 2(7)1 221 221 2020
menefs
Child Benefit 11,402 11,267 11,213 11,162 11,300 11,640 11,600 11,566 11,583 11,861 | 098 0.97 097 0.96 0.95
Sure Maternity Grant 84 85 84 64 66 28 N/A N/A N/A N/A | 2.01 N/A N/A N/A N/A
Scottish Best Start Grant - - - 44 44 N/A N/A N/A 13 N/A N/A N/A N/A  3.42 N/A
Working Tax credit (all) 5,599 4,953 4,235 3,040 2,208 6,299 5,796 N/A N/A N/A | 0.89 0.85 N/A N/A N/A
Child Tax Credit (all) 17,853 16,575 14,346 10,099 7,290 20,726 19,741 N/A N/A N/A | 0.86 0.84 N/A N/A N/A
CTCand WTC 23,452 21,528 18,581 13,139 9,498 27,429 25,940 22,845 24,817 24,812 | 0.86 0.83 0.81 0.53 0.38
Without children (WTC only) 1,729 1,454 1,209 822 592 931 818 N/A N/A N/A | 1.86 178 N/A N/A N/A
Jobseeker's Allowance (contributory) 257 161 161 161 164 264 224 163 301 329 | 097 072 099 054 0.50
Income Support+ibJSA 7,631 7,386 6,403 4,800 3,449 3,843 3,581 2,976 4,279 4,365 | 1.99 2.06 215 1.12 0.79
ibESA 9,138 8,024 7,689 5,437 3,979 10,143 10,642 10,711 11,307 11,025 | 090 0.75 0.72 0.48 0.36
Income Support+ibJSA+bESA 16,769 15,410 14,092 10,237 7,428 13,987 14,223 13,687 15,585 15390 | 1.20 1.08 103 0.66 048

Income support lone parents only 1,845 1,619 1,389 1,021 659 1,403 1,350 1,124 1,279 1,219 | 1.31 120 124 0.80 0.54
Universal Credit 3,191 5,237 11,750 23,817 33,960 1,585 3,322 8,116 N/A N/A | 2.01 158 1.45 N/A N/A
Pension Credit: Guarantee Credit 6,580 6,342 5,535 5,554 5,561 5,244 4,973 4,672 4,578 4,456 | 1.25 128 118 1.21 1.25
Pension Credit: Savings Credit 527 544 547 556 571 422 395 387 373 350 | 1.25 138 141 1.49 1.63
Pension Credit total 7,107 6,886 6,082 6,110 6,132 5,666 5,368 5,059 4,951 4,806 | 1.25 1.28 1.20 123 1.28
Housing benefit: total 22,575 21,280 18,554 14,908 12,121 23,441 22,301 20,775 23,412 23,769 | 096 095 0.89 0.64 0.51
Council tax benefit 5,555 5,674 5,918 6,265 6,380 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Winter fuel payment 2,083 2,038 1,950 1,950 1,950 2,049 2,023 1,986 1,962 1,944 | 1.02 101 098 099 1.00
all IS+PC+ibJSA 23,876 22,297 20,174 16,347 13,560 19,652 19,591 18,746 20,537 20,196 | 1.21 1.14 1.08 0.80 0.67
Benefit cap (HB) 85 401 342 237 177 N/A N/A 752 596 N/A N/A N/A  0.45 0.40 N/A
Benefit cap (UC) 25 29 100 171 300 N/A N/A 48 308 N/A

Income tax 159,152 152,244 158,97 161,23 170,092 164,620 169,600 176,750 180,320 N/A| 097 090 0.90 0.89 N/A
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0 6
Basic rate 58,590 60,748 57,347 60,292 62,231 57,300 59,800 61,900 65,100 N/A | 1.02 1.02 093 0.93 N/A
Higher rate 68,203 68,788 70,473 67,710 72,719 64,900 64,500 66,600 63,400 N/A | 1.05 1.07 1.06 1.07 N/A
Additional rate 32,360 22,708 24,599 26,658 28,388 51,500 56,400 60,800 64,600 N/A | 0.63 0.40 040 041 N/A
SIC Employees (Class 1) + S/empl (class 2
& 4) 56,059 59,143 61,038 63,842 65,374 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
SIC Employers 70,387 71,883 74,035 76,239 78,658 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
135,07 140,08
SIC total (any SIC) 126,446 131,026 3 1 144,032 124,469 130,931 136,646 N/A N/A | 1.02 1.00 0.99 N/A N/A

Note: Income Support also takes into account JSA means tested; ib-ESA is effectively simulated as part of IS in EUROMOD
Sources: Unless otherwise specified: Department for Work and Pensions https://www.gov.uk/government/publications/benefit-expenditure-and-caseload-tables-2018
Best Start Grant https://www2.gov.scot/Topics/Statistics/Browse/Social-Welfare/SocialSecurityforScotland/BSGJune2019

Income tax: HMRC statistics https://www.gov.uk/government/statistics/income-tax-liabilities-statistics-tax-year-2014-to-2015-to-tax-year-2017-t0-2018 . Child tax credit and working tax credit: HMRC statisti
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Table 4.7b Tax benefit instruments simulated in EURMOD -Annual amounts (in mil. GBP) - partial take up

EUROMOD External

2016 2017 2018 2019 2020 2016/17 20187/1 20198/1 20109/2 2020/21 | 2016 2(7)1 2018 2019 2020
Benefits
Child Benefit 11,402 11,267 11,213 11,162 11,162 11,640 11,600 11,566 11,583 11,861 0.98 0.97 0.97 0.96 0.94
Sure Maternity Grant 70 72 70 52 52 28 N/A N/A N/A N/A 251 N/A N/A N/A N/A
Scottish Best Start Grant -- - - 35 35 N/A N/A N/A 13 N/A N/A  N/A N/A 2.72 N/A
Working Tax credit (all) 3,778 3,297 2,669 1,739 1,739 6,299 5,796 N/A N/A N/A 0.60 0.57 N/A N/A N/A
Child Tax Credit (all) 14,422 13,208 11,102 7,179 7,179 20,726 19,741 N/A N/A N/A 0.70 0.67 N/A N/A N/A
CTCand WTC 18,201 16,505 13,771 8,918 8,918 27,429 25,940 22,845 24,817 24,812 0.66 0.64 0.60 0.36 0.36
Without children (WTC
only) 501 332 150 0 0 931 818 N/A N/A N/A 054 041 N/A N/A N/A
Jobseeker's Allowance
(contributory) 257 161 161 161 161 264 224 163 301 329 0.97 0.72 0.99 0.54 0.49
Income Support+ibJSA 6,274 6,289 5,259 3,660 3,660 3,843 3,581 2,976 4,279 4,365 1.63 176 1.77 0.86 0.84
ibESA 7,438 6,485 5,941 3,678 3,678 10,143 10,642 10,711 11,307 11,025 0.73 0.61 0.55 0.33 0.33
Income
Support+JSAinc+ibESA 13,711 12,774 11,200 7,338 7,338 13,987 14,223 13,687 15,585 15,390 0.98 0.90 0.82 0.47 0.48
Income support lone
parents only 1,579 1,490 1,260 893 893 1,403 1,350 1,124 1,279 1,219 1.13 1.10 1.12 0.70 0.73
Universal Credit 3,191 5,237 11,750 23,755 23,755 1,585 3,322 8,116 N/A N/A 2.01 1.58 1.45 N/A N/A
Pension Credit
Guarantee Credit 4,261 3,945 3,601 3,556 3,556 5,244 4,973 4,672 4,578 4,456 0.81 0.79 0.77 0.78 0.80
Pension Credit Savings
Credit 305 319 319 315 315 422 395 387 373 350 0.72 0.81 0.82 0.84 0.90
Pension Credit total 4,566 4,264 3,920 3,871 3,871 5,666 5,368 5,059 4,951 4,806 0.81 0.79 0.77 0.78 0.81
Housing benefit: total 18,043 16,985 14,482 10,892 10,892 23,441 22,301 20,775 23,412 23,769 0.77 0.76 0.70 0.47 0.46
Council tax benefit 3,984 4,046 4,226 4,442 4,442 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Winter fuel payment 2,083 2,038 1,950 1,950 1,950 2,049 2,023 1,986 1,962 1,944 1.02 1.01 0.98 0.99 1.00
all IS+PC+JSAinc 18,278 17,038 15,120 11,209 11,209 19,652 19,591 18,746 20,537 20,196 0.93 0.87 0.81 0.55 0.56
Benefit cap (HB) 55 333 278 177 177 N/A N/A 752 596 N/A N/A N/A 0.37 0.30 N/A
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Benefit cap (UC) 25 29 100 171 171 N/A N/A 48 308 N/A N/A N/A 2.09 0.55 N/A

Benefit cap (Total) 80 362 378 348 348 N/A N/A 799 905 N/A N/A N/A 0.47 0.38 N/A

Taxes and Social Insurance

contributions

Income tax 159,152 152,244 158,970 161,236 161,236 164,620 169,600 176,750 180,320 N/A 097 0.90 0.90 0.89 N/A
Basic rate 58,590 60,748 57,347 60,292 60,292 57,300 59,800 61,900 65,100 N/A 1.02 1.02 0.93 0.93 N/A
Higher rate 68,203 68,788 70,473 67,710 67,710 64,900 64,500 66,600 63,400 N/A 1.05 1.07 1.06 1.07 N/A
Additional rate 32,360 22,708 24,599 26,658 26,658 51,500 56,400 60,800 64,600 N/A 0.63 0.40 0.40 0.41 N/A

SIC Employees (Class 1)

+S/employed (class 2 &

4) 56,059 59,143 61,038 63,842 63,842 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

SIC Employers 70,387 71,883 74,035 76,239 76,239 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

SIC total (any SIC) 126,446 131,026 135,073 140,081 140,081 124,469 130,931 136,646 N/A N/A 1.02 1.00 0.99 N/A N/A

Sources: Unless otherwise specified: Department for Work and Pensions https://www.gov.uk/government/publications/benefit-expenditure-and-caseload-tables-2018 Income tax:
HMRC statistics https://www.gov.uk/government/statistics/income-tax-liabilities-statistics-tax-year-2014-to-2015-to-tax-year-2017-t0o-2018 Child tax credit and working tax credit:

HMRC statistics https://www.gov.uk/government/statistics/child-and-working-tax-credits-statistics-finalised-annual-awards-2016-to-2017 National Insurance Contributions: ONS Blue

Book Table 5.2.4s
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Table 4.8a Distribution of equivalised disposablencome (Full take-up
EUROMOD External (FRS) External (HBAI)

Ratio

(EM/FRS) Ratio (EM/HBAI)

2016 2017 2018 2019 2020 | 2016 2017 | 2016 2017 2018 2019 2020 | 2016 2017 2016 2017 2018 2019 2020
Gini 0.29 0.28 0.29 0.29 0.29 0.31 0.31 0.34 0.34 N/A N/A N/A | 0.91 0.93 0.85 0.83 N/A N/A N/A
Mean 1,749 1,772 1,824 1,878 1,926 | 1,788 1,821 | 1,759 1,771 N/A N/A N/A | 0.99 1.00 0.99 1.00 N/A N/A N/A
Median 1,478 1,514 1,555 1,602 1,640 | 1,530 1,571 | 1,465 1,465 N/A N/A N/A | 0.99 099 1.01 1.03 N/A N/A N/A
Decile medians (£/month equivalised)
D1 740 753 760 769 782 612 609 | 558 552 N/A N/A N/A 1.23 1.25 133 1.36 N/A N/A N/A
D2 940 954 964 975 993 897 900 | 855 838 N/A N/A N/A | 1.06 1.07 1.10 1.14 N/A N/A N/A
D3 1,069 1,099 1,115 1,134 1,159 | 1,070 1,092 | 1,023 1,023 N/A N/A N/A 1.03 1.02 1.05 1.07 N/A N/A N/A
D4 1,211 1,252 1,274 1,308 1,340 | 1,239 1,271 | 1,184 1,190 N/A N/A N/A | 1.01 1.00 1.02 1.05 N/A N/A N/A
D5 1,382 1,423 1,460 1,499 1,537 | 1,426 1,465 | 1,364 1,372 N/A N/A N/A 1.00 1.00 1.01 1.04 N/A N/A N/A
D6 1,577 1,618 1,664 1,714 1,757 | 1,636 1,681 | 1,566 1,560 N/A N/A N/A | 0.99 099 1.01 1.04 N/A N/A N/A
D7 1,801 1,846 1,907 1,967 2,017 | 1,880 1,931 | 1,794 1,791 N/A N/A N/A | 0.98 0.99 1.00 1.03 N/A N/A N/A
D8 2,079 2,133 2,210 2,284 2,344 | 2,167 2,242 | 2,063 2,077 N/A N/A N/A | 0.98 099 1.01 1.03 N/A N/A N/A
D9 2,494 2,576 2,661 2,756 2,827 | 2,620 2,732 | 2,493 2,516 N/A N/A N/A | 0.98 0.97 1.00 1.02 N/A N/A N/A
D10 3,553 3,565 3,724 3,854 3,955 | 3,706 3,799 | 3,574 3,568 N/A N/A N/A | 0.96 0.98 0.99 1.00 N/A N/A N/A
Decile group share
D1 4.0 4.0 3.9 3.8 3.8 2.7 24 | 3.0 3.0 N/A N/A N/A | 1.48 164 134 1.33 N/A N/A N/A
D2 5.4 5.4 53 5.2 5.2 5.1 51 | 5.0 4.0 N/A N/A N/A 1.06 1.04 1.07 1.35 N/A N/A N/A
D3 6.1 6.2 6.1 6.1 6.0 6.0 6.0 | 5.0 6.0 N/A N/A N/A | 1.03 1.02 1.22 1.03 N/A N/A N/A
D4 6.9 7.1 7.0 7.0 7.0 6.9 69 | 7.0 7.0 N/A N/A N/A 1.02 1.01 0.99 1.01 N/A N/A N/A
D5 7.9 8.0 8.0 8.0 8.0 7.9 79 | 8.0 8.0 N/A N/A N/A | 1.02 1.01 0.99 1.01 N/A N/A N/A
D6 9.0 9.1 9.1 9.1 9.1 9.1 9.1 | 9.0 9.0 N/A N/A N/A 1.01 1.01 1.00 1.01 N/A N/A N/A
D7 10.3 10.4 10.5 10.5 10.5 10.5 10.5 | 11.0 11.0 N/A N/A N/A | 0.99 1.00 0.94 0.95 N/A N/A N/A
D8 11.9 121 12.1 12.2 12.2 12.3 12.3 | 11.0 11.0 N/A N/A N/A | 0.98 0.98 1.08 1.10 N/A N/A N/A
D9 14.4 14.6 14.7 14.7 14.8 15.0 15.0 | 14.0 15.0 N/A N/A N/A | 0.98 0.98 1.03 0.98 N/A N/A N/A
D10 24.0 23.0 233 23.5 23.5 24.0 240 | 27.0 27.0 N/A N/A N/A | 0.96 0.97 0.89 0.85 N/A N/A N/A

Sources: HBAI statistics https://www.gov.uk/government/statistics/households-below-average-income-199495-t0-201718

110



EUROMOD Country Report — UK

Table 4.8b Distribution of equivalised disposablencome (Partial take-up

EUROMOD E’:tF:;")a' External (HBAI) Ratio (EM/FRS) Ratio (EM/HBAI)

2016 2017 2018 2019 2020 | 2016 2017 | 2016 2017 2018 2019 2020 2016 2017 | 2016 2017 2018 2019 2020
Gini 0.31 0.30 0.30 0.31 0.31 0.31 0.31 0.34 0.34 N/A N/A N/A 0.96 0.98 0.90 0.88 N/A N/A N/A
Mean 1,716 1,740 1,794 1,849 1,849 | 1,788 1,821 | 1,759 1,771 N/A N/A N/A 0.97 0.99 0.98 0.98 N/A N/A N/A
Median 1,463 1,502 1,544 1,589 1,589 | 1,530 1,571 | 1,465 1,465 N/A N/A N/A 0.98 0.98 1.00 1.03 N/A N/A N/A
Decile medians (£/month equivalised)
D1 618 641 652 657 657 612 609 558 552 N/A N/A N/A 1.05 1.07 1.11 1.16 N/A N/A N/A
D2 880 890 903 913 913 897 900 855 838 N/A N/A N/A 0.99 1.00 1.03 1.06 N/A N/A N/A
D3 1,034 1,055 1,076 1,099 1,099 | 1,070 1,092 | 1,023 1,023 N/A N/A N/A 099 0.99 1.01 1.03 N/A N/A N/A
D4 1,183 1,225 1,251 1,286 1,286 | 1,239 1,271 | 1,184 1,190 N/A N/A N/A 0.99 0.98 1.00 1.03 N/A N/A N/A
D5 1,364 1,407 1,444 1,485 1,485 | 1,426 1,465 | 1,364 1,372 N/A N/A N/A 099 0.99 1.00 1.03 N/A N/A N/A
D6 1,567 1,609 1,657 1,704 1,704 | 1,636 1,681 | 1,566 1,560 N/A N/A N/A 0.98 0.99 1.00 1.03 N/A N/A N/A
D7 1,794 1,837 1,896 1,959 1,959 | 1,880 1,931 | 1,794 1,791 N/A N/A N/A 0.98 0.98 1.00 1.03 N/A N/A N/A
D8 2,074 2,131 2,207 2,283 2,283 | 2,167 2,242 | 2,063 2,077 N/A N/A N/A 0.98 0.98 1.01 1.03 N/A N/A N/A
D9 2,493 2,573 2,661 2,754 2,754 | 2,620 2,732 | 2,493 2,516 N/A N/A N/A 0.98 0.97 1.00 1.02 N/A N/A N/A
D10 3,549 3,565 3,724 3,853 3,853 | 3,706 3,799 | 3,574 3,568 N/A N/A N/A 0.96 0.98 0.99 1.00 N/A N/A N/A
Decile group share
D1 3.2 33 3.2 3.2 3.2 2.7 2.4 3 3 N/A N/A N/A 1.21  1.35 1.06 1.09 N/A N/A N/A
D2 5.1 5.1 5.0 4.9 4.9 5.0 4.9 5 4 N/A N/A N/A 1.02 1.02 1.02 1.27 N/A N/A N/A
D3 6.0 6.1 6.0 5.9 5.9 6.0 6.0 5 6 N/A N/A N/A 1.02 1.00 1.20 1.02 N/A N/A N/A
D4 6.9 7.0 7.0 7.0 7.0 6.9 7.0 7 7 N/A N/A N/A 1.02 1.00 0.98 1.01 N/A N/A N/A
D5 7.9 8.1 8.0 8.0 8.0 8.0 8.1 8 8 N/A N/A N/A 1.01 1.00 0.99 1.01 N/A N/A N/A
D6 9.1 9.2 9.2 9.2 9.2 9.2 9.3 9 9 N/A N/A N/A 1.01 1.00 1.02 1.03 N/A N/A N/A
D7 10.5 10.6 10.6 10.6 10.6 10.5 10.6 11 11 N/A N/A N/A 1.01 1.00 0.95 0.96 N/A N/A N/A
D8 12.1 12.3 12.3 12.4 12.4 12.2 12.4 11 11 N/A N/A N/A 1.01 1.00 1.10 1.12 N/A N/A N/A
D9 14.6 14.9 14.9 15.0 15.0 14.8 15.1 14 15 N/A N/A N/A 1.01 0.99 1.04 0.99 N/A N/A N/A
D10 24.5 23.4 23.7 23.8 23.8 24.8 24.4 27 27 N/A N/A N/A 095 0.97 0.91 0.87 N/A N/A N/A

Sources: HBAI statistics https://www.gov.uk/government/statistics/households-below-average-income-199495-t0-201718
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Table 4.9a Poverty rates by age (Full take-up assuption)

Ext
EUROMOD ’;F;rsn)a' External (HBAI) Ratio (EM/FRS) Ratio (EM/HBAI)

2016 2017 2018 2019 2020 | 2016 2017 | 2016 2017 2018 2019 2020 2016 2017 2016 2017 2018 2019 2020

1,478 1,514 1,555 1,602 1,640 | 1,530 1,571 | 1,465 1,465 N/A  N/A  N/A 0.97 0.96

Total 50% 5.0 5.2 5.6 6.3 6.5 9.3 10.2 10.0 100 N/A  N/A N/A 0.54 0.51 | 0.50 0.52 N/A  N/A N/A
60% 11.6 12.1 13.0 14.3 14.7 16.2 17.3 16.8 170 N/A N/A  N/A 0.72 070 | 0.69 071 N/A  N/A N/A
70% 22.3 22.5 23.4 24.3 24.4 25.1 25.4 25.0 250 N/A  N/A  N/A 0.89 0.89 | 0.89 090 N/A N/A  N/A
50% 3.1 4.0 4.5 6.2 6.8 10.9 12.9 11.0 120 N/A N/A N/A 0.29 031 | 0.28 0.33 N/A N/A  N/A
60% 123 12.9 14.8 18.1 19.3 20.3 22.9 19.0 220 N/A N/A  N/A 0.60 056 | 0.64 059 N/A N/A  N/A
70% 28.7 28.9 30.7 32.8 33.1 33.0 33.6 33.0 330 N/A  N/A N/A 0.87 0.86 | 0.87 0.88 N/A N/A  N/A
50% 6.1 6.6 7.0 7.3 7.0 8.4 9.5 10.0 100 N/A N/A N/A 0.72 0.70 | 0.61 066 N/A  N/A  N/A
60% 135 15.0 153 15.7 15.8 16.8 17.5 17.0 180 N/A N/A  N/A 0.81 0.85 | 0.80 0.83 N/A N/A  N/A
70% 24.5 25.9 26.5 27.1 27.2 26.7 27.9 28.0 28.0 N/A  N/A  N/A 0.92 093 | 087 092 N/A N/A  N/A

Sources: HBAI statistics https://www.gov.uk/government/statistics/households-below-average-income-199495-t0-201718
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Table 4.9b Poverty rates by age (Partial take-up asmption)

Ratio
(EM/FRS)

2016 2017 2018 2019 2020 2016 2017 2016 2017 2018 2019 2020 | 2016 2017 | 2016 2017 2018 2019 2020

EUROMOD External (FRS) External (HBAI) Ratio (EM/HBAI)

1,463 1,502 1,544 1,589 1,589 | 1,530 1,571 | 1,465 1,465 N/A N/A N/A| 096 0.96

Total 50% 8.2 8.6 8.9 9.4 9.4 9.3 10.2 10.0 100 N/A N/A N/A| 0.88 0.84| 082 0.86 N/A N/A  N/A
60% 14.9 15.7 16.4 17.3 17.3 16.2 17.3 16.8 170 N/A N/A N/A| 092 091 | 088 092 N/A N/A N/A
70% 24.3 24.8 25.5 25.9 25.9 25.1 25.4 25.0 250 N/A N/A N/A| 097 098 | 097 099 N/A N/A N/A
50% 8.5 9.1 9.6 10.9 10.9 10.9 12.9 11.0 120 N/A N/A N/A| 078 071 | 0.77 076 N/A  N/A  N/A
60% 17.7 19.2 20.6 23.2 23.2 20.3 22.9 19.0 220 N/A N/A  N/A| 087 084 | 093 087 N/A N/A N/A
70% 31.8 32.7 34.1 35.0 35.0 33.0 33.6 33.0 330 N/A  N/A  N/A| 096 097 | 096 099 N/A N/A N/A
50% 9.0 10.0 10.3 10.5 10.5 8.4 9.5 10.0 100 N/A N/A N/A| 1.06 1.05| 0.90 1.00 N/A  N/A N/A
60% 16.6 18.4 18.8 19.2 19.2 16.8 17.5 17.0 180 N/A N/A N/A| 099 1.05| 097 1.02 N/A N/A  N/A
70% 26.7 28.2 28.5 29.0 29.0 26.7 27.9 28.0 280 N/A N/A N/A| 1.00 1.01| 095 1.01 N/A N/A N/A

Sources: HBAI statistics https://www.gov.uk/government/statistics/households-below-average-income-199495-t0-201718
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Table 4.10a Poverty rates by gender and age
EUROMOD

2016 2017 2018 2019 2020

Total 1.66 1.62 1.80 2.05 211
Males 1.95 1.69 1.85 211 2.19
Females 1.38 1.55 1.74 199 2.03

External
(FRS)

499 533
511 532
4.87 534

to EUROSTAT
External (EUROSTAT)

2016 2017 | 2016 2017 2018 2019 2020 | 2016 2017

5.10
5.00
5.20

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

0.33
0.38
0.28

published statistics (Full td&e-up
Ratio (EM/FRS)

0.30
0.32
0.29

2016

0.30
0.32
0.29

2017

N/A  N/A
N/A  N/A
N/A  N/A

2018

Ratio (EM/EUROSTAT)

2019

N/A
N/A
N/A

2020

N/A
N/A
N/A

Total 4.97 5.21 556  6.33 6.45
Males 5.01 5.00 539 6.07 6.21
Females 4.92 5.41 572 6.59 6.68

9.27 10.16
9.30 10.02
9.24 10.30

9.70
9.40
10.10

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

0.54
0.54
0.53

0.51
0.50
0.53

0.51
0.50
0.53

N/A  N/A
N/A  N/A
N/A  N/A

N/A
N/A
N/A

N/A
N/A
N/A

Total 11.60 12.05 13.01 14.27 14.65
Males 11.23 1153 1248 13.69 14.09
Females 11.97 1256 13.53 14.84 15.20

16.17
15.66
16.67

17.25
16.68
17.81

17.00
16.10
17.90

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

0.72
0.72
0.72

0.70
0.69
0.71

0.70
0.69
0.71

N/A  N/A
N/A  N/A
N/A  N/A

N/A
N/A
N/A

N/A
N/A
N/A

Total 22.25 2248 23.37 2430 2435
Males 2130 2149 2234 2323 23.18
Females 23.17 23.44 2437 2534 2548

25.05 25.40
24.04 2450
26.04 26.27

25.80
24.80
26.70

N/A

N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

0.89
0.89
0.89

0.89
0.88
0.89

0.89
0.88
0.89

N/A  N/A
N/A  N/A
N/A  N/A

N/A
N/A
N/A

N/A
N/A
N/A

0-15 years 11.87 12,69 14.69 18.22 19.48
16-24 years 13.68 15.12 15.68 16.48 16.80
25-49 years 9.32 9.24 1030 1140 1171
50-64 years 12.04 1194 1290 13.22 13.16
65+ years 13.91 1493 1484 15.27 1537

Sources: External statistics: Eurostat, online database

20.26  23.02
17.01 18.48
13.89 14.61
1490 15.37
17.00 17.39

21.10
21.10
13.70
16.60
16.90

N/A
N/A
N/A
N/A
N/A

114

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A

0.59
0.80
0.67
0.81
0.82

0.55
0.82
0.63
0.78
0.86

0.55
0.82
0.63
0.78
0.86

N/A  N/A
N/A  N/A
N/A  N/A
N/A  N/A
N/A  N/A

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A
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Table 4.10b Poverty rates b

to EUROSTAT published statistics (Partialtake-up

gender and age
External
(FRS) External (EUROSTAT) Ratio (EM/FRS)

2020 | 2016 2017 | 2016 2017 2018 2019 2020 _

2016 2017

EUROMOD
2016 2017

Ratio (EM/EUROSTAT)

2018 2019 2016 2017 2018 2019 2020

Total 445 412 431 456 456 | 499 533 | 5.10 N/A N/A  N/A N/A 0.89 0.77 | 0.81 N/A N/A N/A N/A
Males 447 402 420 445 445| 511 532 | 5.00 N/A N/A  N/A N/A 0.87 0.76 | 0.80 N/A N/A N/A N/A
Females 442 422 442 467 467 | 487 534 | 520 N/A N/A  N/A N/A 0.91 0.79 | 0.81 N/A N/A N/A N/A

Total 818 855 886 9.38 9.38
Males 800 821 856 9.00 9.00
Females 8.35 888 914 976 9.76

9.27 10.16
9.30 10.02
9.24 10.30

9.70
9.40
10.10

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

0.88
0.86
0.90

0.84
0.82
0.86

0.88
0.87
0.88

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

Total 1485 15.67 16.42 1733 17.33
Males 14.27 15.04 15.76 16.57 16.57
Females 15.41 16.28 17.05 18.07 18.07

16.17
15.66
16.67

17.25
16.68
17.81

17.00
16.10
17.90

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

0.92
0.91
0.92

0.91
0.90
0.91

0.92
0.93
0.91

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

Total 2425 2481 2546 2585 25.85
Males 23.15 23.57 24.23 2455 2455
Females 2533 26.02 26.66 27.12 27.12

25.05 25.40
24.04 2450
26.04 26.27

25.80
24.80
26.70

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

0.97
0.96
0.97

0.98
0.96
0.99

0.96
0.95
0.97

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

N/A
N/A
N/A

0-15 years 17.46 19.24 20.69 23.37 23.37
16-24 years 16.02 17.46 18.21 19.09 19.09
25-49 years 12.35 1240 13.14 13.89 13.89
50-64 years 14.01 1424 1488 14.88 14.88
65+ years 16.99 1846 18.60 18.95 18.95

Source: External statistics: Eurostat, online database

20.26  23.02
17.01 18.48
13.89 14.61
1490 15.37
17.00 17.39

21.10
21.10
13.70
16.60
16.90

N/A
N/A
N/A
N/A
N/A

115

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A

0.86
0.94
0.89
0.94
1.00

0.84
0.94
0.85
0.93
1.06

0.91
0.83
0.91
0.86
1.09

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A



EUROMOD Country Report — UK

7.4 Annex 4: EUROMOD/UKMOD key income concepts

Annex 4 describes some of the key income concat#KMOD and lists their corresponding variable name

> Components of disposable income:

Income from employment and self-employment: ilsnegtJKMOD variable name)
Original/market income ils_origy

Means-tested non-pension benefits: ils_benmt

Non-means-tested non-pension benefits: ils_bennt

Pensions: ils_pen

All benefits ils_ben =ils_pen + ils_benmt + ils_bennt

Direct taxesils_tax

Employee National Insurance contributions: ils_sice

Self-employed National Insurance contributions:sisse

Other National Insurance contributions (hon-existethe UK): ils_sicot

All employee/self-employed/other National Insuran€antributions ils_sicdy = ils_sicee + ils_sicse + ils_sicot

Disposable incomeils_dispy = ils_origy + ils_ben —ils_tax — ilscdy

> National Insurance contributions paid by the emploer/state:

Employer National Insurance contributions: ils_sice

Credited National Insurance contributions (non4xsin the UK): ils_sicct

> Original/market income in more detail:

Non-simulated:

Employment income: yem
Self-employment income: yse
Investment income: yiy
Income from odd jobs: yot01

Property income: ypr
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Personal pension: ypp
Private transfers (non-taxable): yptot
Received maintenance payment: yptmp

Maintenance paid: xmp

Grouped in income lists:
Income from employment and self-employment: ilsnear yem + yse

Original/market income: ils_origy = yem + yse + yiyot01 + ypr + ypp + yptot + yptmp — xmp

> National Insurance contributions in more detail;

Simulated:

Employee National Insurance Contributions: tscee_s
Occupational pension contribution: tpcee_s
Self-employed National Insurance contributionsséss

Employer National Insurance contributions: tscer_s

Grouped in income lists:
Employee National Insurance contributions: ils_siedscee_s + tpcee_s
Self-employed National Insurance contributions:sisse = tscse_s

Employer National Insurance contributions: ils_srdscer_s

» Taxes in more detail:

Simulated:

Personal Income Tax: tin_s

Non-simulated:

Council tax: tmu

Grouped in income lists:

Direct taxes: ils_tax =tin_s + tmu
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Simulated taxes: ils_taxsim =tin_s

> Benefits in more detail:

Simulated:

Working Tax Credit: bwkmt_s

Child Tax Credit: bfamt_s

Income Support & Job Seekers Allowance income-béseléss simulated separately): bsa_s
Income-based Jobseeker's Allowance: bunmt_s
Income-related Employment Support Allowance: bsadi_
Pension Credit: boamt_s

Housing Benefit: bho_s

Council Tax Reduction: bmu_s

Sure Start Maternity Grant: bmamt_s

Best Start Grant (Scotland) (since 2019): bmascmt_s
Universal Credit: bsauc_s

Benefit cap (reducing Housing Benefit): brd_s

Benefit cap (reducing Universal Credit): brduc_s

Winter Fuel Allowance:boaht_s

Child Benefit: bch_s

Jobseeker's Allowance contributory: bunct_s

Non-simulated:

Student payments: bedes

Student Loan: bedsl|

Attendance allowance: bdioa

Disability Living Allowance: bdisc

Disability Living (mobility) Allowance: bdimb

Personal Independence Payment living allowancechg
Personal Independence Payment mobility: bdimbwa
Incapacity Benefit: bdictO1

Contributory Employment Support Allowance: bdict02
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Industrial injuries pension: bdiwi
Invalid Care Allowance: bcrdi

Severe Disablement Allowance: bdisv
Statutory Sick Pay: bhlwk

Training Allowance: buntr

Statutory Maternity Pay: bmaer
Maternity Allowance: bmana

other non-means-tested benefits: bot
State pension: boact00
Occupational Pension: boactcm

War pension: boawr

Widow's pension: bsuwd

Grouped in income lists:

Means-tested non-pension benefits: ils_benmt = bwkn¥ bfamt_s + bsa_s + bsadi_s + boamt_s + bh®nsu_s +
bunmt_s + bmamt_s + bmascmt_s + bsauc_s - brddsie bs

Non-means-tested non-pension benefits: ils_berbedes + bedsl + bdioa + bdisc + bdimb + bdiscwalitnbwa +
bdict01 + bdict02 + bdiwi + berdi + bdisv + bhlwkbuntr + bot + bmaer + bmana + boaht_s + bch_snetbs

Pensions: ils_pen = boact00 + boactcm + boawr widsu

Simulated benefits: ils_bensim = bwkmt_s + bfamt Issa_s + bsadi_s + boamt_s + bho_s + bmu_s +tbsnm
bsauc_s + boaht_s + bch_s + bunct_s + bxcc_s shbhrorduc_s

Benefits by function:

Childbirth-related benefits: ils_bl bcb = bmanamainc_s + bmaer + bmact_s + bpact_s + bmamt_s +chmas
Family-related benefits: ils_bl bfa =ils_bl bcbfamt s + bch_s

Education-related benefits: ils_bl bed = bedesdslbebot

Old-age benefits: ils_b1 boa = boact00 + boactdroamt_s + boaht_s

Survivor benefits: ils_bl bsu = bsuwd + boawr

Disability-related benefits: ils_b1l bdi = bdict0O2bsadi_s + bdioa + bdisc + bdimb + bdiscwa + bdimbwbdisv +
bdiwi + bchrdi

Unemployment benefits: ils_bl bun = bunct_s + bumsmt buntr
Health and sickness-related benefits: ils_bl HinlistO1l + bhiwk

Housing benefits: ils_b1l _bho = bho_s + bmu_s —$rd_
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Social assistance/exclusion benefits: ils_bl beakmt s + bsa_s + bsauc_s — brduc_s
Family and education benefits: ils_b2_bfaed = ils lifa + ils_bl bed
Old-age and health benefits: ils_b2 penhl =ils ok + ils_bl bsu +ils_bl bhl +ils_bl bdi

Social assistance and housing benefits: ils_b2 dosals_bl bsa +ils_bl_bho
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