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Executive summary
The rate of VED evasion has been fairly stable over the last 15 years, with around 5%
of the national stock of vehicles on the road evading at any one time. VED evasion is
higher for motor cycles and older vehicles. 60% of evasion is for four months or less,
whilst 10% of unlicenced vehicles have been unlicenced for more than 12 months.
2.
Despite the stable rate of evasion, revenue lost from VED evasion has more
than doubled in the last 15 years, due mainly to increases in the number of vehicles on
the road and the VED levy.
3.
Large increases in motoring costs seem likely to put upward pressure on VED
evasion in the future. VED evasion seems particularly to be sensitive to large changes
in insurance costs.
4.
If the whole package of MVRIB measures, including continuous registration,
enforcement, and an effective communication strategy are implemented, VED evasion
could reduce to 3.8% by 2005, and to 2% by 2007. The table below shows how these
rates translate into revenue loss. VED evasion would reduce even further with the
introduction of EVI and changes to the design and retailing of number plates.

Current trend
If all initiatives are
implemented
5.
are:

2002
209

Estimated revenue loss from VED evasion (in £ms)
2005
2007
271
309
178
93

Suggested performance indicators for the impact of MVRIB on VED evasion

•

The Roadside Surveys are the only reliable direct measure of evasion currently
available. Consideration should be given to conducting these more frequently,
and enlarging the sample size to focus better on those vehicles most at risk

•

It would be worth examining the feasibility of developing a measure of change in
VED evasion based on VED receipts. While it would be useful to be able to
demonstrate how much revenue has been generated by the MVRIB programme,
technically this would be an extremely challenging task

•

The average length of time between the lapsing and renewal of licences should be
monitored, since most evasion is for a few months rather than an attempt to evade
tax permanently

•

Intelligence from ANPR hits would provide a very useful output measure of the
strength of enforcement activity

•

The side-effect on abandoned vehicles should be monitored.
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1. Historical rates and trends in vehicle excise duty evasion
6.
To understand how the MVRIB initiatives might impact on VED evasion, we
need first to understand the current extent and trends of evasion in Great Britain.
Figure 1 shows the proportion of vehicles evading VED (from the National Roadside
surveys), as a proportion of the total traffic and as a proportion of the total stock, from
1984/1985 to 1999/2000. The difference between the two measures is that the former
measures the proportion of all vehicles observed evading VED, while the ‘in stock’
count takes into account the fact that some vehicles are counted more than once in the
survey and so is a more reliable estimate of the scale of the problem.
Figure 1. VED evasion as a percent of all observed traffic and of stock, in Great
Britain 1984/1985 - 1999/2000
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Source: Transport Statistic Bulletins: 1984/85, 1989/90, 1994/95, 1999/00

7.

Figure 1 shows that:

•

the proportion of the total traffic evading VED has decreased from 2.9% in 1984
to 2.4% in 1999.

•

the proportion of stock evading VED has increased from 4.8% (approximately
1,100,000 vehicles) to 5.1% (approximately 1,522,000 vehicles).

8.
The rate of VED evasion has remained fairly stable over this period, with the
exception of a small peak in 94/95 which we think is related to a peak in the cost of
insurance in that years (see figure 7 later). However, the higher rate of evasion ‘in
stock’ compared with the rate ‘in traffic’, and the small but growing divergence
between the two measures, implies that unlicensed vehicles are used less than licensed
vehicles (because they are double counted in traffic less than licensed vehicles), and
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that they are increasingly being used less frequently than licensed vehicles. This has
implications for the ease of capture of unlicensed vehicles on the road.
9.
Some types of vehicle evade VED more than others. Figure 2 shows the VED
evasion rate for Private Light Goods (mainly cars) and motorcycles.
Figure 2. Motorcycle and private and light goods VED evasion as a proportion
of total traffic and stock for 1984/5-1999/00
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10.

Figure 2 shows that:

•

the rate of evasion for PLGs both as a proportion of stock and of observed traffic
has remained relatively constant over this period.

•

the motorcycle evasion rate is much higher than for PLGs.

•

the motorcycle evasion rate is much more changeable than for PLGs, showing
both large and rapid increases and reductions over this period.

11.
While VED evasion amongst motorcycles is much more common than for
cars, with nearly 35% of motorcycles being unlicensed in 94/95, Figure 3 shows that
this translates into relatively small amounts of revenue lost. This is because of the
relatively small number of motorcycles on the road and also lower rates of motorcycle
excise duty.
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Figure 3. Estimated loss in revenue (£ million) from VED evasion 1984-1999
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12.

Figure 3 shows that:

•

although the VED evasion rate is small and has remained relatively unchanged
(particularly for PLGs), the loss in revenue from VED evasion is large and has
more than doubled between 1984-1999, from £79 million in 1984 to £183 million
in 1999. This is due to an increase in both the value of the vehicle license and the
number of vehicles on the road during this period.

•

although the rate of evasion amongst motorcyclists is very high, the amount of
revenue lost is relatively low. The losses however are increasing.

13.
Figure 4 shows VED evasion rates for private and light goods vehicles and
motorcycles in 1999/00, by age of vehicle (evasion in traffic data used as evasion in
stock data unavailable for this analysis).
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Figure 4. VED evasion for motorcycles and private and light goods vehicles
1999/00, by age of vehicle
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14.

Figure 4 shows:

•

the now familiar much higher rate of VED evasion for motorcycles, applying for
all ages of vehicle (although we must be careful about drawing any firm
conclusions about evasion rates for different ages of motor cycle because the
sample sizes are small), and

•

higher rates of VED evasion amongst older than younger vehicles. For example,
ten year old PLGs have a 2.9% VED evasion rate compared with 0.9% evasion
rates for 2 year old PLGs. The worst offenders appear to be 11-15 year old motor
cycles which show a nearly 40% evasion rate.

15.
When the PLG evasion rate is collapsed into five-year groups, 46% of evading
cars fall into the 11-15 year old group, as shown in Figure 5. Vehicles manufactured
before 1973 are exempt from tax which is why evasion isn’t so bad in this group.
Figure 5. Age distribution of evading PLG vehicles, 1999/00
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16.
The reasons for higher rates of VED evasion in motorcycles and older vehicles
are not known, but plausible explanations are:
•

older vehicles belong to poorer people who are less able to afford the licence.

•

older vehicles are more likely to be ‘second’ family cars, and so because they are
used less often there is more temptation to evade paying the licence – there may
even be some ‘borrowing’ of the tax disc from the licensed vehicle in the family.

•

in relation to motorcycles, anecdotal evidence is that a culture has developed
whereby it is common not to display the tax disc on the vehicle for fear that it will
be stolen. Many motorcyclists prefer to carry the licence in their pocket. This
could result in more evasion because (a) it is more difficult to spot VED evaders,
since absence of a tax disc doesn’t necessarily mean evasion, and (b) not
displaying tax has tested the risk of being stopped, and created a perception that
the risk of detection is low. It is also easier to park a motorcycle off road, making
it much less obvious to spot than a car parked on the street without a tax disc.

•

another plausible explanation for the high rates of evasion for both motorcycles
and older cars is that insurance rates for these groups can be very high when
measured in relation to the value of the vehicle. Insurance for motorcycles, for
example, can cost up to half the value of the vehicle. This may deter owners from
buying insurance, which consequently disables them from purchasing VED.

17.
A final set of data which helps understand current behaviour in relation to
VED evasion is the length of time for which people evade the tax. Figure 6 shows,
for VED evaders, the average length of time for which vehicles are unlicenced.
Figure 6. Time periods of evasion for PLGs and motorcycles, 1999/00
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18.

Figure 6 shows that:

•

most people who evade VED do so for only a few months at a time. 60% of
unlicenced vehicles are unlicenced for four months or less. 10% of unlicenced
PLGs are unlicenced for more than 12 months, which amounts to around 150,000
vehicles and an annual loss of more than £23million from these vehicles. These
represent the ‘hard core’ of evaders who will be a tougher nut to crack than those
skipping a few months on their licence.

•

Over 35% of motor cyclists, however, evade for more than 12 months which is
consistent with the notion that a culture has developed whereby tax evasion is
perceived as easier to get away with, and where the incentive to do so because of
insurance costs is high.
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2. Future VED evasion trends and impact of MVRIB initiatives
19.
Figure 7 shows economic contextual data which may explain the relatively
stable rate of VED evasion in the past, but which also points to upward pressures on
VED evasion in the future.
Figure 7. Average VED and motoring costs as a proportion of the average
weekly disposable income
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Source: Family Expenditure Surveys, 1984/5-1999/00

20.

Figure 7 shows that:

•

VED as a proportion of weekly disposable income has remained at a constant
level throughout this period. This trend has remained stable over the last 15
years, which means that the level of financial burden on the motorist imposed by
VED has not, on average, changed over this period.

•

Motoring costs as a whole, however, have greatly increased – nearly doubled as
proportion of weekly disposable income. While this may in part be due to
increases in the number of households running two or more vehicles, it also
reflects real increases in the costs of running vehicles. ONS figures show that
insurance and maintenance costs have risen faster than inflation. The financial
burden of motoring as a proportion of disposable income is increasing and this
trend looks set to continue. This will increase the temptation to reduce or evade
the various running costs, which will in turn have an impact on VED evasion.

21.
The relationship between insurance costs and VED evasion is one which is
worth examining in more depth. Figure 8 shows how the burden of vehicle insurance
has changed over this period.
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Figure 8. Average insurance costs as a proportion of average weekly disposable
income, 1984/85-1999/00
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22.
The interesting feature of Figure 8 is the very steep increase in insurance costs
in 94/95 – a much steeper increase than would be expected from the trend. This
pattern is remarkably similar to the pattern of VED evasion in Figure 1, which also
showed a curious peak in 94/95. This does suggest that particularly big changes in
insurance costs are reflected in increased VED evasion rates, a plausible connection
since VED cannot be bought without insurance. This is reinforced by what we see in
Northern Ireland, where insurance costs are much higher and so is evasion.
23.
These relationships help us to estimate the likely future trend in VED evasion,
and the changes in this trend which could arise from the various MVRIB initiatives.
The appendix describes the range of MVRIB initiatives focusing on VED evasion.
Figure 9 below shows three scenarios:
•
•
•

no change to the current system (scenario 1)
the introduction of continuous registration and associated New Buyer Checks and
communication strategy (scenario 2), and
the implementation of the full package, including the various enforcement
initiatives (scenario 3).
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Figure 9. Future VED evasion ‘in stock’ rates
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Scenario 1 – no change to current activities
24.
Scenario 1 in Figure 9 shows our view of the best case trend if no action is
taken against VED evasion. Although the general trend in the past has been fairly
stable, we have shown a small increase over the next five years to reflect the impact
of continued increases in the financial burden of motoring. This would take evasion
in stock from the current 5.1% to 5.7% by 2007.
Scenario 2 – continuous registration and associated new buyer checks and
communication strategy
25.
Scenario 2 shows the likely pattern of VED evasion arising from the
implementation of continuous registration. The following sets out the logic.
•

Continous registration is aimed at keeping track better of changes in keeper, so is
likely to impact mainly on the cohort of vehicles being bought and sold.
Knowledge that DVLA have their correct details may encourage new owners to
renew the licence more promptly and not try and take advantage of the current
situation and evade the tax for a few months.

•

5 million cars exchange hands each year. On the basis that 5% of these evade
VED (the average VED evasion rate), continous registration could at most reduce
VED evasion by 250,000 vehicles per year. It is likely that more than 5% of new
keepers evade tax at the moment, given the opportunities in the current system, so
this estimate represents a minimum figure.

•

Figure 6 had earlier shown that 10% of evading vehicles have done so for more
than 12 months. If we assume that this reflects a hard core of evaders for whom
11
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continuous registration on its own is unlikely to be effective, and who require
more targeted enforcement work, then this number reduces to 225,000 fewer
vehicles evading per year, producing an evasion rate in stock of around 4% by
2007/8.
Scenario 3 – the full package, including enforcement initiatives
26.
Scenario 3 shows our best guess trend with the introduction of the full package
of measures – continuous registration, enforcement measures (ANPR, wheel
clamping), an effective and comprehensive communication strategy, EVI and number
plate regulation. This scenario shows in particular the added value of the planned
enforcement regime. The thinking here is as follows.
•

In the early years, the impact of enforcement will be mainly on those who are
directly captured, say 10% of evaders on the basis of the ANPR experience in
Northampton where they were able to follow up just 8% of hits. Police roll out of
ANPR is planned from April 2004 onwards . Taking into account the impact of
continuous registration, this could reduce the number of vehicles evading by a
further 130,000 producing an evasion rate of 3.8% by the end of 2005

•

This capture rate could increase rapidly in later years as enforcement becomes
more intensive and targeted, and a substantial deterrent effect builds up as a result
of an effective communication strategy. This would impact mainly on those who
take the chance of skipping a few months on their licence (say, 60% of all evaders
– see figure 6), reducing the evasion rate to 2% by 2007.

•

With the introduction of further measures such as EVI and number plate design
changes and regulation, we might expect even further reduction in evasion in later
years as the more determined evaders are captured and prevented from finding
ways of staying out of the system.

How does this translate into revenue savings?
27.
Figure 10 shows how these VED evasion trends translate into revenue loss.
These figures take into account changes in the numbers of vehicles on the road and in
the tax levy, which are assumed to increase in the future as they have in the past.
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Figure 10. Predicted future trends of loss in revenue from VED evasion
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Figure 10 shows by the end of 2007/8:

over £300million pa lost from VED evasion if nothing is done
£200million pa lost from VED evasion if continuous registration alone is
introduced
less than £100million pa lost if the full package is implemented effectively, with
this amount of loss continuing to reduce into the future.

Measuring the change in VED evasion rates
29.
The Roadside surveys are the only direct measure of VED evasion currently
available, and are therefore very important. Consideration should be given to
conducting these more frequently, and boosting the samples of more at risk vehicles,
e.g. motor cycles. This would mean enlarging the whole survey sample size, and
therefore increasing the cost of the survey. The rate of VED evasion should continue
to be analysed by age of vehicles and class, to identify any differential impact of
MVRIB actions, and target effort on any new risks that emerge.
30.
It would be worth examining the feasibility of developing a measure of change
in VED evasion based on VED receipts. While it would be useful to be able to
demonstrate how much revenue has been generated by the MVRIB programme,
technically this would be an extremely challenging task. Uncertainties about the
number of vehicles on the road that should be paying tax, changes in VED rates for
different classes of vehicle, changes in the composition of the vehicle stock, and
relatively small changes in overall receipts from VED that could be expected (relative
to the overall level of income from VED) all conspire against this. If this were
pursued, the focus should be on those vehicles where one would expect to see larger
and more noticeable increases in VED receipts – motorcycles and older vehicles.
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31.
Another possible measure of impact that could be examined is the average
length of time between the lapsing of a licence and its renewal. Given that most tax
evasion is for a few months, and not an attempt to evade tax permanently, we would
expect this gap in licencing to reduce, particularly with the introduction of continuous
registration (as mentioned earlier). Again, SORNs would need to be taken into
account and this analysis should be by age and class of vehicle if possible to focus on
those areas where the problem is greatest.
32.
The introduction of ANPR provides another opportunity to develop a measure
of the number of vehicles on the road that should not be there. We would expect this
number to reduce over time, if the enforcement activity is effective. ANPR hits and
follow-up action also provide a much needed measure of the strength of enforcement
activity – an output measure.
33.
One side-effect of these VED evasion measures that needs to be monitored is
the impact on abandoned vehicles. It is possible that, as it becomes less and less easy
to evade tax, MOT and insurance costs some may simply dump the vehicle which is
no longer worth keeping. This is the topic of the next paper.
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Appendix
MVRIB Initiatives and their Impact on Vehicle Excise Duty Evasion rates
The following initiatives should reduce levels of evasion, although some may not
have an immediate noticeable impact on evasion rates in comparison to others.

Initiative
Continuous
Registration
and New
Buyer
Checks
(January
2004)
Harmonised
V5
(Jan 2004)

New
Enforcement
Regime
(end 2004)

How it will work

How will it impact on
VED evasion
Improved database
Owners remain liable for
ownership details,
their vehicles until the
especially of older
vehicle is registered with
another keeper, or reported vehicles, which are more
likely to be inconsistent
scrapped or stolen. Fixed
because of changes of
Penalty Notices to be
addresses and ownership
issued for failure to rethan younger cars.
licence
Improved database
Vehicle registration
ownership details,
information currently
although it will depend
differs across countries.
on the level of
These barriers will be
information sharing
broken down, and there
between countries.
will be more information
sharing.
Enabling more
Fourfold increase in
unlicensed vehicles to be
wheelclamping
identified, and speed up
(approximately 200,000
their detection.
vehicles clamped) and
national roll out of ANPR
from April 2004. Increased
SORN enforcement from
15% to 100%.

Each database system
linked in real time to other
databases. This may
improve the accuracy of
vehicle and keeper details.
Electronic chip in vehicle.
Electronic
When the vehicle goes
Vehicle
Identification past an electronic reader,
vehicle is identified. If the
(2007)
chip information does not
match the database,
authorities alerted and the
vehicle stopped
Virtual
database
(plans for
2005)

This will speed up police
enquiries and enable
them to identify evaders
more quickly.
Those evading VED will
be discovered within a
matter of minutes.

What would we
expect to see
Both Short and
Long term:
Decrease in
evasion rates.
Will deter
people from
evading VED.
Long term:
Decrease in
evasion rates.
Increase the risk
of detection for
evaders.
Short term:
Decrease in
evasion rates.
Increase risk of
detection.
Long term:
Depends how
long the regimes
run for. Act as a
deterrent.
Medium term:
Decrease in
evasion rates.
Increase risk of
detection.
Both short and
Long term:
Decrease in
evasion, through
first increasing
the risk of
detection, then
acts as a
deterrent once
risks known.
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