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Pay and pay slips Teacher notes

Typical factors that have an effect on salaries might include:
· Qualifications

· Level of education required

· Training involved

· Personal qualities/skills required

· Number of people willing to do the job – whether there is a shortage (supply   and demand)

· Levels of responsibility

· Levels of risk taken

· Nature of work (hand or brain involved)

· Social contribution – value to society.

Income & Earnings
Income is the total amount of money or other returns accruing over a given period of time. It includes earnings for work done as well as unearned income such as that from bank deposits and other investments. 
Earnings refers to money – salary/wage – or other payment which has been earned as a result of working. They may be paid in the form of a weekly pay packet (especially for those doing manual or shop work) or straight into a bank account by some system such as BACS (Bankers’ Automated Credit Service), in the case of those working in offices, business or the professions.

You get a pay slip showing how much you have earned and how much you have been paid. There are deductions you have to pay such as Income Tax. National Insurance, and deductions you can choose to pay e.g.pension contributions, Union fees.

Income from work can be made up of other things as well as weekly or monthly earnings. It can include:

· Tips or perks.  In some cases, where earnings are low, the amount earned may be significantly increased by extras. In restaurants, waiters may do well from tips, as can paper boys/girls and taxi drivers.  Other fringe benefits might include free or subsidised accommodation, a car/car allowance, special clothing (e.g. uniforms) and cheap coal for miners. For some workers, especially professionals, there are extras such as cheap/free private health insurance.

· Paid holidays: in some jobs such as teaching, they can be long!.

· Non-contributory pensions, share allocations and bonuses for high productivity.

Tax
Tax is how the government raises money to spend on public services, such as education, health and the social security system.
Tax is levied on many goods and services in the shape of Value Added Tax (VAT); we pay income tax on the money we earn.
Tax can also be levied on a range of transactions, such as inheritance and profit made on the sale of homes or antiquities.
There are said to be only two certainties in life - death and taxes!
PAYE 

People in full-time employment pay income tax and national insurance through the 'Pay as You Earn' (PAYE) system. The money owed to the taxman is deducted at source, so when you get your pay slip it will record how much tax has already been taken out. E each tax year runs from 6 April to 5 April.
Your pay slip also details how much National Insurance you have paid. National Insurance Contributions are used to fund parts of the welfare state, including pensions and the NHS.
Revenue and Customs will prosecute people if it discovers they have deliberately concealed 
National Insurance
Traditionally the National Insurance system paid for a number of benefits and the retirement pension (now, though the money raised simply goes into the same pot as all other tax that the Government receives).
Most people who work have to pay National Insurance Contributions (NI) unless they are one of the groups who are exempt from the system. 
There are six types of NI, but which one will depend on someone's status, for example, whether they are employed, self-employed, not employed or an employer. 
Payment of Class 1 contributions gives entitlement to benefits, including the Jobseeker's Allowance, Incapacity Benefit, a Widow’s Pension, Maternity Allowance and the Retirement Pension. 
All employees are liable to pay Class I NI and the self-employed are liable to pay Class II and Class IV (which is paid on profits above a certain level).
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