
‘The Budget’, Deductions and Payslips 

The Budget:  Click here for a link to 

CBBC Newsround’s explanation of 

the government’s budget.   

The budget is one way for the 

government to get money to provide 

some services such as health and 

education.  It is the government’s 

major financial and economic 

statement, telling us how they have spent our money and how they plan to 

spend it, make each year by the Chancellor of the Exchequer to Parliament 

and the Nation.  Since 1998, the Chancellor has presented the Budget in the 

Spring. 

Deductions + Tax:  Anyone who earns over a certain level pays income tax 

which is taken straight out of their earnings and shown on their payslip.  The 

more you earn, the more tax you pay.  We all pay tax whenever we buy 

something; tax is less on items like food and milk.  We pay Value Added Tax 

(VAT), a higher tax, on luxury goods like restaurant food, clothes and 

holidays.  Items such as alcohol and tobacco (cigarettes) have ‘duty’ (tax) paid 

on them – when you go to an airport, you might visit the Duty Free Shop 

where these items are much cheaper as there is no ‘duty’ to pay on them.  

Click here to watch a video explaining tax and how it is used. 

Glossary: 

Corporation tax A tax on the profits that a business makes. 

Tax year From 6th April to 5th April the following year. 

Gross pay 
Your total earnings before any tax, National Insurance, 
pension contributions etc… are deducted. 

Her Majesty’s 

Revenue & Customs 

(HMRC) 

The UK’s tax administration — HMRC makes sure that the 
money is available to fund the UK’s public services, and 
also helps families and individuals with targeted financial 
support. 

Income tax 
The tax you pay on your income – whether you are 
employed by someone else or self-employed. 

Inheritance tax 
A tax on the estate (the property, money and possessions) 
of someone who has died. 

https://www.bbc.co.uk/newsround/17460741
https://www.youtube.com/watch?v=Un9W8U0VRpY


National Insurance 

(NI) 

Payments that you and your employer make through your 
working life that provide you with certain benefits, 
including your state pension. 

Net pay 
The amount of money you take home after tax, National 
Insurance, pension contributions etc… have been deducted. 
It’s often called your ‘take-home’ pay. 

PAYE (Pay As You 

Earn) 
The system HMRC uses to collect income tax and National 
Insurance Contributions from employees. 

Pension 
Money the government pays regularly to an older person 
when they reach a certain age. For some people, this 
enables them to stop working and retire. 

Personal allowance The amount you can earn before you pay income tax. 

Profit 
The amount that is left over from the money a business 
has earned, after it has paid all its costs. 

Self-Assessment 
A tax return for someone who is self-employed, including 
someone in a partnership. 

Stamp Duty Land 

Tax (SDLT) 
You must pay this if you buy a property or land over a 
certain price in England and Northern Ireland. 

Value Added Tax 

(VAT) 
A tax that is added to the sale of goods and services. 

 

I would like you to consider the following questions about tax: 

 Why do you think that tax is less on items such as food and milk? 

 How do you think the government might use tax and duty to change our 

behaviour? 

Task:  I would like you to complete the activity about payslips below and 

then design a quiz about the information that you have learnt during this 

lesson.  You will need to write at least 10 questions and then provide a 

separate answer sheet.  You could handwrite the questions or use Word on 

the computer – it is up to you! 

I would like to see a photo of your quizzes on today’s discussion or you could 

upload your Word document. 

 

 

 



Payslips: 

 
Questions to ask about payslips:  Look at the two payslips and answer 

these questions:  

 

 

 



Payslip One: 

 

 

 

 

 



Payslip Two: 

 


