Funding the Future

Why top income earners pay most tax
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There is much kerfuffle in the media about the fact that the top 1% of taxpayers are
now paying maybe 29.6% of all income tax in the UK.

That's not 29.6% of all tax, | stress: income tax is less than 25% of all tax. So let's not
let anyone say they pay 29.6% of all tax: they don't.

But then look at this table from the same HMRC statistics report that the 29.6% data
comes from. It shows the share that the top 1% and others make of all taxable personal
income:

In twenty years highest income earners are pulling, very persistently, away from the
rest. Is it surprising that they pay a bigger tax share as a result, as this table shows?:

for percentile groups, 1999-00 to 2019-20

2 4 Shares of total income (betbre and after tax) and income tax
Conti Taxpayers only

ile Groups Bottom Bottom  Top Top
(ranged on total income
before tax) 1% 5% 10%  25% 50% 50% 25% 10% 5% 1%
Share of Total Tax
1999-00 0.0 0.1 03 24 116 884 | 6895 503 306 23
2000-01 0o 01 03 22 13 Bar 70.3 515 407 222
2001-02 0.0 0.1 03 22 111 889 | 708 519 408 218
2002-03 0.0 01 03 22 111 889 | 705 6515 402 2.0
2003-04 0.0 0.1 03 22 12 Bas 70.1 509 298 208
2004-05 0o 041 03 21 108 Baz 0.7 514 40.3 214
2005-06 0.0 0.1 03 21 106 894 | T8 528 419 27
2008-07 0.0 0.1 03 21 105 895 71.8 535 428 235
2007-08 0.0 01 03 21 104 896 | 722 543 434 244
2008-08 (a) . . . . . . .
2008-10 0o 04 08 a7 11.2 BB T72.0 5489 448 265
2010-11 0.0 01 05 a7 113 837 | M3 635 433 250
2011-12 0.0 0.1 05 25 107 893 727 554 447 254
201213 0.0 01 0.5 25 10.6 B84 730 558 448 261
2013-14 0.0 0.1 03 22 0.7 903 | 750 586 475 276
2014-15 00 01 03 22 87 80.3 750 585 474 72
201516 0.0 0.1 03 21 9.4 906 | 759 600 489 288
201617 (2) 00 01 04 23 | 96 004 | 756 507 485 281
2017-18(1,2) 00 o1 04 23 a5 90.5 759 603 483 290
2018-19(1,2) o0 o1 04 22 8.3 20.7 782 508 49.6 299
2018-20 (1,2 0.0 0.1 o4 22 82 808 | 783 608 501 296
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https://www.taxresearch.org.uk/Blog/2019/11/14/why-top-income-earners-pay-most-tax/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/812844/Income_Tax_Liabilities_Statistics_June_2019.pdf

The real questions to ask are:

* Why do they earn so much?

* Are they worth it?

* Why is their share increasing?
* What is the cost of it doing so?

* Why are they given such enormous tax privileges despite this by enjoying low
corporation tax rates, low savings tax rates, massive tax deductions, low capital gains
tax rates and other exemptions in things like VAT that only they can really enjoy
despite this?

And maybe, why have those on what are called middle-class incomes done so poorly in
comparison?

Plus, remember that the data is manipulated: millions who do not pay tax are not in it
at all. For them the situation is much worse.

Why do these people pay so much? Because they can, is the answer. Do they pay
enough? Almost certainly not is the answer. We have a tax system still horribly skewed
to the well off: it's just that selective reading the income tax statistics that let them
claim otherwise. But that selective reading does not reveal the whole truth.
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