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This paper examines the effect the introduction of 
independent taxation in 1990 has had on different 
households. It compares families i.e. households with 
children with taxpayers without family responsibilities.
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Tax burdens in 2018/19 compared with 1990/91

Income tax in 2018/19 differs from income tax in 
1990/91 in a number of ways:

 ▸ The basic rate of income tax is lower – in 1990 it was 25%, it is now 20%. 

 ▸ The allowances (Married Couples Allowance and the Additional Personal 
Allowance) which single parents and cohabiting couples with children could 
claim and which were introduced in 1990 to prevent families losing out on the 
introduction of independent taxation were withdrawn in 2000.

 ▸ The tax threshold (the amount that can be earned before income tax starts to be 
paid) is much higher. 

 ▸ The tax threshold for a single person without children has risen by almost 80 
%. For single parents and single-earner couples not entitled to the marriage 
allowance it has risen by only 13%. For a single earner couples entitled to the 
marriage allowance it has risen by 31 %. .

 ▸ The maximum amount a couple could jointly earn without paying tax has risen 
by 38  %.

 ▸ The higher rate threshold is lower in real terms. 

 ▸ In 2018 there is a married couples allowance (10% of the personal allowance), 
which was introduced in 2015 for married couples (or civil partners) not able to 
use, or fully use, two personal allowances.

 ▸ In 2018 there is a High Income Child Benefit Charge.

Households with children receive much greater support through the benefit system than 
they did in 1990.

National Insurance

In 1990 the Class I employee “contracted in” rate was 9% on weekly earnings between  £46 
per week and  £350 per week and 0% above that. In 1990 median earnings were £238 per 
week. In 2018 the Class I is 12% on weekly earnings between £162 per week and £702 per 
week and 2% above that. Median earnings in 2017 (latest available) were £552 per week.

Tax burden in 2018 compared with 1990

Figures published by the Treasury in 2005 enable the direct tax burden (income tax, 
national insurance contributions) in 2018/19 to be compared with that in 2018/19 at various 
multiples of median earnings for 4 households – single persons, one earner married 
couples without children, one earner married couples with two children, two earner 
married couples without children and two earner married couples with two children 
(income split 60:40) Based on this data estimates can be made for single parent families.

The Tax Benefit Reference Manuel for 2004/05 (now out of print) shows for 1990/91 the 
income tax, national insurance, child benefit and family credit at 50%, 75%, 100% 150% 
and 200% of median earnings. The author has calculated the figures for 2018/19 using the 
Department of Work and Pensions Tax and Benefit Tables for 2010/1i updated for 2018/19. 
The author has taken average earning n 2018 to be £28,758 i.e. median gross annual 
earnings full-time employees as shown in the latest available Annual Survey of Hours 
and Earnings. The author has not been able to check whether this is exactly same as the 
measure of median earnings used by Treasury in the Tax Benefit Reference Manuel.
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Tax burdens in 2018/19 compared with 1990/91

The results are summarised in the Tables Below. 

Income Tax

Table 1

Income Tax at Various Percentages of Median Earnings in 1990

Table 2

Income Tax at Various Percentages of Median Earnings in 2018

The proportion of earnings taken in income tax is lower in 2018 for all five households. 
In general lower income households have seen their income tax liabilities come down by 
more than higher income households. 

For singles on 50% median earnings income tax liabilities are over 70% lower but by only 
13% lower on double median earnings. On median earnings they are a 31% lower.

Income tax paid by a single earner married couple with two children on 50% median 
earnings has also come down but as a percentage of earnings it has come down by slightly 
less; on 200% median earnings they are almost unchanged. On median earnings income 
tax liabilities have come down by 29% compared with 31% for singles. The difference may 
not seem very great but in 1990 on median earnings the married couples liability was 81% 
of that of a singles where as in 2018-it s 92%. In 1990 the liability of a single parent was 
also 81% of that of a single; in 2018 it is the same. If in 2018 single earners households with 
children were paying 81% of a single’s tax a married couples liability would come down 
from £60.pw to £53 PW and a single parent’s liability would come down from £65 PW to 
£53 PW.

1 Income split 60:40

HouseHold    50% 75% 100%  150%  200%  

Single no children   12.9% 16.9% 18.9% 21%  22.6%

One earner married couple  5.9% 12.3% 15.5% 18.6% 20.2%  
no children    

Single earner married couple two children 5.9% 12.3% 15.5% 18.6% 20.2%

Two earner married couple w/two children1 0% 4.2% 10.2% 15.9% 18.8%

Single parent with two children  5.9% 12.3% 15.5% 18.6% 20.2%

HouseHold    50% 75% 100%  150%  200%  

Single no children   3.5% 9.0% 11.8% 14.5% 19.7%

   % of 1990    27% 63% 69% 84% 87% 

One earner married couple no children 1.9% 7.9% 10.9% 14.5% 19.8%

   % of 1990    32% 64% 71% 78% 98%

One-earner married couple two children 1.9% 7.9% 10.9% 14.5% 19.8%

   % of 1990    32% 58% 71% 78% 98%

Two earner married couple w/two children 0% 1.0% 3.8% 8.8% 11.8%

   % of 1990    No change 24% 37% 56% 63%

Single parent with two children  3.5% 9.0% 11.8% 14.5% 19.7%

   % of 1990    60% 73% 76% 78% 98%
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Tax burdens in 2018/19 compared with 1990/91

The income tax liabilities of a single parent with two children have come down by less 
than those of a married couple. In 1990 single parents and married couples got the same 
additional allowance. In 2018 married couples are entitled to the marriage allowance – 
there is no comparable allowance for single parents,

The main beneficiaries from independent taxation have been two income couples2, Two 
income households on median earnings have seen income tax liabilities fall from 10.2 % 
to 3,2% - a 78% fall. Two earner couples were favourably treated in 1990. They are even 
more favourably treated in 2018. On 200% of median earnings two income couples (income 
split 60:40) have seen their income tax bills come down by a third whereas for one-income 
households they are almost unchanged.

Income tax and National Insurance 

Over the last 30 years income tax has come down but national insurance contributions 
have increased. The tables below show the combined effect

Table 3

Direct tax (income tax and national insurance) at various 
percentages of median earnings in 1990

Table 4

Income tax and national insurance) at various percentages of 
median earnings in 2018

2 Comparing current liabilities with those in 1990/91 understates the advantage high-income two-
earner couples gained from independent taxation. 1990/91 was the first year in which incomes were 
not aggregated for higher rate tax purposes. Prior to 1990/91 a married women’ s income above the 
tax threshold was effectively taxed at her husband’s marginal rate.

HouseHold    50% 75% 100%  150%  200%  

Single no children   19.2% 24.1% 26.6% 28.9% 28.5%

One earner married couple  12.2% 19.5% 23.1% 28.9% 28.5%  
no children    

Single earner married couple two children 12.2% 19.5% 23.1% 26.1% 26.1%

Two earner married couple w/two children3 3.6% 9.6% 15.7% 21.8% 24.9%

Single parent with two children  12.2% 19.7% 25,1% 28.8% 28.5%

3 Income split 60:40

HouseHold    50% 75% 100%  150%  200%  

Single no children   8.5% 16.3% 20.3% 24.2% 28.1%

   % of 1990    44.% 67% 76% 84% 98% 

One earner married couple no children 6.8% 15.2% 19.4% 24.2% 28.1%

   % of 1990    56% 78% 84% 91% 107%

One-earner married couple two children 6.8% 15.2% 19.4% 24.2% 28.1%

   % of 1990    59% 78% 84% 93% 107%

Two earner married couple w/two children 0% 3.5% 8.7% 16% 20.3%

   % of 1990    0% 36% 56% 73% 82%

Single parent with two children  8.5% 16.3% 20.3% 24.2% 28.1%

   % of 1990    69% 83% 81% 84% 98%
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Tax burdens in 2018/19 compared with 1990/91

Looking at income tax only the tax burden on a single person without children on median 
earnings appears to be 31% lower in 2018 than in 1990 but when national insurance 
contributions are included the combined burden is only 24% lower. For a single earner 
married couple on median earnings income tax is 28% lower in 2018 than 1990 but only 
16% lower when national insurance contributions are added in.  The combined burden on 
a single parent with median earnings is 19% lower.

The main winners again have been two income 
couples. In 1990 their income tax and national 
liabilities were much lower than for other taxpayers 
and this is even more so in 2018. In 1990 a couple with 
joint earnings equal to median earnings (income split 
60:40) had a combined liability of 15.7%.  In 2018 this 
was 7.7% half what it would have been in 1990.  At 
50% median earnings there r was no liability at all 
whereas in1990 their combined liability was 3.6%. At 
75% median earnings it is 69% less at 150% median 
earnings it is 29% less and at 200% of median earnings 
it is 21% less. For a single earner married couple the figures are 6.8%, 15.2%, 19.4%, 24.2 
% and 28.1%, which means that the combined liabilities are 31%, 22%, 16% and 7% down. 
At 200% median earnings the combined liability is 7% up – for single person on 200% 
median earnings it is 2% down.

Direct Tax Plus Benefits 

The biggest change over the last 30 years has been change in the benefits system.  
In 1990 the main support for families was child benefit and the family income supplement 
(forerunner of tax credits). In 1990 however only 300,000 families claimed family  
credit4.  The latest figures show that over 4 million families were benefiting from  
tax credits –almost 3 million in work families5. However not all families benefit from  
tax credit – a couple with two children on median full time earnings (£28, 758) is not 
entitled to tax credits in 2018. The only support they receive is through child benefits 
which amount to 4.9% of median earnings. In 1990 child benefit amounted to 5.2%  
of male average earnings6.

Table 5 below shows the Direct tax plus benefits (Family Credit and Child Benefit) in 1990 
at various percentages of median earnings 1990 for five household types.

Table 5

Direct tax plus benefits (Family Credit and Child Benefit) in 1990 at 
various percentages of median earnings 1990

4 Wikipedia 7 Income split 60:405 Tax credit statistics –finalised annual awards 
in 2016-2017 HMRC July 2008

6 Tax Benefit Reference Manuel Table 14.5

HouseHold    50% 75% 100%  150%  200%  

Single no children   19.2% 24.1% 26.6% 28.9% 28.5%

One earner married couple  12.2% 19.5% 23.1% 26.1% 26.1%  
no children    

Single earner married couple two children -16.7% 11.4% 17% 22.5% 23.1%

Two earner married couple w/two children7 -23.4% 1.5% 9.6% 17.7% 21.8%

Single parent with two children  na 11.4% 17% 22.5% 23.1%

The main winners again have been 
two income couples. In 1990 their 
income tax and national liabilities 
were much lower than for other 
taxpayers and this is even more  
so in 2018.
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Tax burdens in 2018/19 compared with 1990/91

Table 6

Direct tax plus benefits (Tax Credits and Child Benefit) in at various 
percentages of median earnings 2018

When Tax credits and child benefits are factored in the picture is different. The clear 
winners are families with children on 50% and 75% of median wage. A single earner 
couple with two children has a negative tax liability of 44% in 2018 compared with a 
negative liability of 17% in1990. At 75% of median wage the family had a negative liability 
of 22% in 2018 whereas they had a  net tax liability of  11% in 1990. The picture for single 
earner families is similar.

Conclusions

Comparing 2018 with 1990 families (households with children) have not fared as badly 
as some of us may have thought. At the five income points selected they are paying 
less income tax in 2018 than in 1990 notwithstanding the loss of the Married Couples 
Allowance and the Additional Personal allowance. Two income families have done well. 
With a combined income equal to 75% of the median earnings they are paying 75% less tax 
than in 1990. Even at 200% of median earnings they are paying 40% less. 

When tax credits and child benefit are taken into account a two earner couple with two 
children and a combined income equal to median earnings would have been net taxpayers 
in 1990. In 2018 their net income appears to be greater than their gross income. At 75% 
median earnings it is 10% greater, at 50% it is 52% greater.

What is wrong with that?  The result is due to the generosity of the benefit system which 
the present administration is reducing. Families that are dependent on means tested in-
work benefits have high effective marginal tax rates. This will not change on the switch 
over to Universal Credit

Although the income tax burden have for almost all households we have looked at is lower 
in 2018 than in 1990 national insurance liabilities are higher. 

Increases in national insurance contributions have in part cancelled out the reductions 
in income tax. For example the income tax burden on a single earner couple with two 
children and median earnings is 29% less than in 1990 but only 16% less when national 
insurance contributions are added in.

HouseHold    50% 75% 100%  150%  200%  

Single no children   8.5% 16.3% 20.3% 24.2% 28.1%

   % of 1990    44% 68% 72% 84% 98% 

One earner married couple no children 6.8% 15.2% 19.4% 24.2% 28.1%

   % of 1990    56% 78% 84% 91% 107%

One-earner married couple two children -51.2% -9.8% 11.0% 20.6% 25.0%

   % of 1990    +307% +21.2%  71% 78% 98%

Two earner married couple w/two children -52.4% -21.6% -0.4% 11.9% 17.2%

   % of 1990    +216% +917% +104% 304% 288%

Single parent with two children  -44.0% -4.9% 14.1% 20.1% 24.9%

   % of 1990    -270% -120% 76%  72% 98%
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Tax burdens in 2018/19 compared with 1990/91

Households with children have been disadvantaged a result of independent taxation and 
in particular from the loss of the MCA and APA but it is not the case that their tax bills 
(however measured) are higher in 2018 than in 1990. They have not benefited as much as 
others have done from the post 1990 changes and as a result are bearing a bigger share of 
the tax burden and many face very high effective marginal tax rates and have very little 
control over their family finances.

D G Draper
September 2018

Appendix A

Tax Allowances in 1990 and 2018

      1990/91  1990/91  2018/19   Increase In  
     Increased In   real terms 
     lIne wItH rPI    

Single adult      £3,005  £6,665  £11,850  77.8% 

One earner couple not     £4,725  £10,480  £11,850  13.1%   
entitled to marriage  
allowance       

One earner couple entitled     £4,725  £10,480  £13,700  30.7%  

to marriage allowance 

Single parent      £4,725  £10,480  £11850  13.1% 

Two earner couples     £7,730  £17,176  £23,700  38.2% 
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