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P A R T I 

T H E E C O N O M I C B A C K G R O U N D T O T H E B U D G E T 

REVIEW OF T H E PAST YEAR 

Introduction 
1. In 1977, the British economy achieved financial 
strength and falling inflation. Inflation has also been 
reduced in much of the world economy. Persistent 
problems in the pattern of international trade and 
payments have been associated with large currency 
flows across the exchanges. Growth has been slow, 
both in the United Kingdom and world-wide. The 
growth of world trade in 1977 was exceptionally low; 
United Kingdom exports and imports of manufactures 
both expanded considerably faster than the world 
average. The United Kingdom's current balance of 
payments has moved into surplus. 

2. Except in the United States, unemployment rose in 
1977. In the United Kingdom unemployment rose in 
the summer, but has been flat or slightly falling since 
September. In recent months, demand has risen in the 
United Kingdom, under the influence of expansionary 
measures. There are few signs of accelerating eco
nomic activity elsewhere in the world. 

The World Economy 
3. In most countries growth in GNP slowed down in 
1977. Estimates by the OECD Secretariat published 
in December suggested that the increase in GNP for 
the whole OECD area would be around 3£ per cent in 
1977, as compared with over 5 per cent in 1976. In 
1976, the United States, Japan and the German 
Federal Republic all achieved GNP growth rates of 
around 6 per cent. For 1977, according to provisional 
data, the growth rate in the United States and Japan 
will be around 5 per cent, but that of Germany no 
higher than 2\ per cent. Growth in world trade in 
manufactures slowed markedly from 9£ per cent in 
1976 to around 3 i per cent in 1977. Unemployment 
rose in most of the OECD countries in the course of 
the year; among the major countries the United States 
was the only exception. 

4. The large current account surplus of the OPEC 
countries has continued, with an aggregate surplus of 
some $35 billion likely for 1977. This is similar to 
1976. The OECD area aggregate deficit is likely to 
be around $30 billion. The United States accounts for 
over half of this. Three countries—Japan, Switzerland 
and the German Federal Republic—recorded sub
stantial surpluses. France and Italy, like the United 

Kingdom, achieved considerable improvement in their 
current balances, but many of the smaller OECD 
countries remained deep in deficit. 

5. Inflation was further reduced in the past year in 
almost all the OECD countries, the only important 
exceptions being the United States and Canada. 
Commodity prices weakened in the second half of the 
year, particularly in metals and agricultural products 
other than food. This contributed to the general 
improvement in inflation. 

6. The international monetary system continued to 
see substantial movements in exchange rates. The 
US dollar fell by over 6 per cent in terms of its effective 
rate index during the course of 1977, and has come 
under further pressure in the first months of 1978. 
The Canadian dollar fell further. At the other end of 
the spectrum, the Swiss franc's effective rate appreciated 
by around 17 per cent in 1977. The effective rate for 
sterling rose by a little under 7 per cent over the year, 
and that for the Deutschemark by a similar amount. 

7. The general volatility of exchange rates over the 
past few years has been accompanied by very sub
stantial flows of funds into and out of currencies over 
short periods. These have been a cause of concern 
for countries receiving such inflows as well as those 
experiencing the corresponding outflows. The Swiss 
authorities have recently taken very strong measures 
against inflows of funds into the Swiss franc, and the 
United Kingdom authorities changed their intervention 
policy on the foreign exchange markets last October 
in order to bring inflows into sterling under control. 
In January the German authorities agreed on bilateral 
arrangements with the United States to support the 
dollar, and these were extended in March. The 
Japanese have also taken a number of measures, 
including most recently a cut in their discount rate. 

The United Kingdom: The Course of the Economy 
8. The winter of 1976-77 had seen a substantial 
recovery in financial confidence. The Chancellor's 
measures of 15 December had been well received. 
Sterling had been steady at around $1-70 to $1-72 
during the first three months of 1977, as compared 
with a low of $1 -55 towards the end of October. The 
official reserves had risen from $4,129 million at end-
December to $7,787 million at end-February; this 
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REVIEW OF THE PAST YEAR—continued 

was partly a result of the first drawing on the standby 
credit facility agreed with the I M F in December. By 
the time of the Budget, it was clear that the Public 
Sector Borrowing Requirement (PSBR) and Domestic 
Credit Expansion (DCE) would both be comfortably 
within the limits for 1976-77 announced in December. 
Interest rates had started to come down from the high 
levels of the autumn; the Bank of England's Minimum 
Lending Rate (MLR) stood at 10i per cent at the time 
of the Budget, as compared with 15 per cent during 
most of October and November. 

9. For 1976 as a whole, GDP had grown 2 per cent, 
after a fall in 1975. The balance of payments current 
account remained, in deficit, although the deficit was 
smaller than for 1975. But there was no clear trend 
towards improvement during the course of the year; 
an increase in the surplus on invisibles in the second 
half of the year had been offset by a larger deficit on 
visible trade. 

The 1977 Budget stimulus 
10. The Chancellor presented his Budget on29 March. 
He judged that there was scope for a carefully con
trolled fiscal stimulus to the economy of £ l i billion, 
provided that a satisfactory expectation could be 
reached that pay settlements would continue to be 
moderate after the end of July. For this Teason, not 
all the tax changes announced in the Budget were to 
be implemented immediately. He proposed an im
mediate stimulus of £i billion, with a further stimulus 
of £1 billion to follow in the summer. 

11. The main features of the Budget were reductions 
in income tax, partly offset by increases in excise 
duties on cigarettes, road fuels, other oils and vehicles. 
The Budget also contained some changes in taxes on 
businesses primarily designed to benefit small firms, 
and. a £100 million expenditure programme on con
struction work in inner cities. The tax reductions 
actually implemented on 15 July reduced the basic rate 
by 1 penny, rather than the 2 pence originally proposed, 
but personal allowances were further increased, and the 
petrol duty increase was rescinded from August. 
Also announced were some expenditure measures to 
help the low paid, those with families, the construction 
industry and progress with the industrial strategy. 
The July tax changes resulted in a stimulus to the 
economy slightly greater than proposed in March. 

12. The Chancellor re-affirmed the Government's 
determination to maintain control of the monetary 
aggregates. The Budget proposals were in accord 
with the announced DCE limit of £7-7 billion for the 
12 months to mid-April 1978, and were judged to be 

consistent with both a 9-13 per cent increase in sterling 
M3 (£M3) for the same 12 months and a PSBR of 
£8} billion in 1977-78. 

13. Unemployment in March stood at 1,330,000 
(seasonally adjusted, excluding school leavers), nearly 
100,000 higher than a year before. On 3 March, 
measures had been announced involving an extra 
£73 million expenditure on programmes to help the 
young unemployed. In the Budget speech, a further 
extension of the Temporary Employment Subsidy 
(TES) and four further employment schemes for adults 
were announced. More measures followed on 29 June, 
costing a further £220 million. 

Signs of falling inflation; pay policy 
14. The annual increase in the Retail Price Index 
(RPI), had fallen to 12-9 per cent in July 1976. I t 
was 17-7 per cent in June 1977. The depreciation of 
sterling during 1976 and food price increases in the 
wake of-the drought had contributed to a check to 
progress in reducing inflation. Early summer saw 
the first signs of improvements to come. The index 
of input prices for manufacturing industry reached a 
peak in April, and thereafter began to fall. Growth 
in earnings had decelerated to an annual rate of below 
10 per cent. 

15. The 12 months covered by the second phase of 
the Government's pay policy ended on 31 July. The 
Government/TUC guidelines, although not statutory, 
had been fully observed* I t was generally felt that the 
next phase should allow for a greater degree of flexi
bility, representing a move towards a return to free 
collective bargaining. But it was also recognised that 
such a return needed to be an orderly one. To this end, 
the TUC General Council published guidance on 
22 June, subsequently expanded, which required that 
pay negotiators should continue to observe a 12-month 
gap between settlements, refrain from re-opening 
second phase settlements after 31 July, and not defer 
second phase settlements in the hope of securing more 
at a future date. On this occasion, the TUC did not 
offer any specific guidance on the actual level of settle
ments. In the statement on 15 July the Chancellor set 
out the Government's guidelines. To achieve the 
objective of a sustained reduction in inflation the 
national increase in average earnings in the 12 months 
to July 1978 should be kept to 10. per cent; this implied 
a lower average level of settlements. The Government 
would do everything possible to see that the public 
sector followed these guidelines. Any pay settlements 
clearly inconsistent with the Government guidelines 
would be taken into account in public purchasing 
policy and in the consideration of industrial assistance. 
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16. The Price Commission Act reconstituted the 
Commission as from 1 August with the aim of making 
the system of control more flexible and effective. 
Under the new system, the Commission has powers 
to investigate proposed increases and to recommend 
action to freeze or limit them for a period. 

Financial strength but little growth 
17. By the autumn, it was clear that the first half of 
1977 had seen no significant growth in GDP. Con
sumers expenditure fell in real terms during the first 
half of the year, although the retail sales figures for 
July and August pointed to a recovery in the third 
quarter. High stockbuilding was probably at least 
partly a result of low demand. Industrial production 
fell back in the second quarter, after rising a little in 
the first. 

18. On the other hand, the balance of payments 
current account was improving quite rapidly, and it 
seemed likely that there would be a substantial surplus 
for the second half of the year. The monthly figures 
moved into surplus in August, and stayed there in 
September. Exports of goods in the third quarter 
were 13 per cent higher in volume terms than a year 
before. The official reserves had risen to over $17 
billion at end-September, as compared with just over 
$9£ billion six months earlier. 

19. Short-term interest rates had fallen substantially; 
MLR came down to 5 per cent on 14 October, and 
the clearing banks' base rates were lowered to 6 per cent 
a few days later. Both rates stood at 10i per cent just 
before the March Budget. By September, sterling 
short-term interest rates were below the corresponding 
dollar rates. Long-term rates had showed a far smaller 
reduction and remained above dollar rates. The 
average yield on a 20-year Government stock had fallen 
from 13i per cent in March to around 11 per cent in 
October. 

20. The US dollar was weakening and, in late July, 
the focus for intervention policy was switched from 
maintaining a stable pound/dollar rate to mamtaining 
a stable effective rate index. This resulted in a small 
appreciation in the dollar rate from $l-72 to around 
$1-75 by end-September. In October, the exchange 
rate came under heavy upward pressure. Large 
inflows of funds into sterling posed problems for 
domestic monetary objectives. Some relaxation of 
exchange controls was announced and on 31 October 
intervention tactics were again modified. The effective 
rate index stood at 62-5 in October. At first it rose 
sharply, but settled back to 63 • 5 in November. 

The autumn stimulus 
21. The improvement in the United Kingdom's 
financial position received general recognition in the 
round of international economic and financial meetings 
in September. On 26 October, the Chancellor 
announced further measures to stimulate domestic 
economic activity. A major feature was another 
reduction in income tax for 1977-78, through a further 
increase in personal allowances. This brought forward 
the increase in allowances which would have been 
likely in April under the new indexation provisions of 
the 1977 Finance Ac t The measures provided for a 
stimulus of £1 billion for the rest of 1977-78. 

22. The other main feature of the October measures 
was an increase of around £1 billion at 1977 survey 
prices in public spending plans for 1978-79, including 
an additional £400 million of expenditure on construc
tion. The package also included some measures, 
mostly tax changes, to help small firms, the first fruits 
of a continuing government study of the problems of 
small firms. Because of a substantial downwards 
revision in the PSBR forecast for 1977-78 since the 
summer, the measures were consistent with the Govern
ment's monetary aims for both 1977-78 and 1978-79. 

23. Consumer spending revived quite strongly in the 
second half of 1977. By the fourth quarter it was 
around 3 per cent higher in real terms than two quarters 
earlier. Real personal disposable income rose sharply 
in the fourth quarter, helped by the income tax rebates 
announced in October. November saw the imple
mentation of the annual uprating of pensions and 
other benefits, and pensioners also received a £10 
Christmas bonus. The November uprating brought 
the real value of pensions to a little above the level 
of a year before and over 16 per cent higher than after 
the previous administration's last uprating in October 
1973. This reflects Government policy of more than 
maintaining the living standards of people on pensions 
and basic benefits. 

The year end 
24. Following the change in intervention policy in the 
foreign exchange markets, short-term interest rates 
rose again towards the end of November from the 
low levels to which they had fallen as a result of heavy 
inflows. MLR initially rose to 7 per cent, but fell 
again to 6£ per cent on 6 January. In general short-
term rates have been about 1 to li percentage points 
higher in the early months of 1978 than in October 
and November. 

25. Following talks with the IMF, the Government 
confirmed in December that they expected the PSBR 
for 1978-79 not to exceed the agreed ceiling of £8-6 
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REVIEW OF THE PAST YEAR—continued 

TABLE 1. ESTIMATED CHANGES IN PERSONAL INCOME, CONSUMER PRICES AND CONSUMERS' EXPENDITURE 

1976 to 1977 
2nd half 1976 to 

2nd half 1977 
Seasonally adjusted 

£ million Per cent £ million Per cent 

Wages and salaries 6,600 9-8 3,150 9 1 

Total personal income 12,800 11-4 6,000 10-3 

Personal disposable income 11,050 12-8 5,800 130 

Consumers' expenditure deflator 14-2 13-7 

Real personal disposable income at 1970 prices -525 -1-3 -100 -0-5 

Personal saving at 1970 pricesQ -250 - 4 0 -25 -1-1 

Consumers' expenditure at 1970 prices -275 -0-8 -75 -0-4 

(') Saving as a percentage of RPDI was 14.6 per cent in the second lalf of 1976 and 14.5 per cent in the second half of 1977. 

billion. DCE in 1977-78 and the first quarter of 1978-79 
together was expected to be within the total of £7-7 
billion earlier envisaged for 1977-78 alone. DCE in 
the first 10 months of the year, to mid-February, was 
only £2-3 billion. The growth of £M3 has reached 
an annual rate around the upper end of the preferred 
range of 9-13 per cent, reflecting the strength of external 
inflows last autumn and the once-and-for-all effect of 
tax rebates paid in December. I t had increased by 
just over 12 per cent in the 10 months up to mid-
February. 

26. The turn of the year saw some further appreciation 
of sterling, largely as a result of the continuing weak
ness of the US dollar. Following the announcement 
on 4 January by the United States authorities of 
measures to support the dollar, the effective rate 
settled down to average around 66 for the rest of 
January. The pound/dollar rate was around $1-95. 
Since then, both the pound's dollar rate and its effective 
rate have fallen somewhat. The official reserves 
reached a record level of $20,868 million at the end 
of January, and on 26 January the Chancellor 
announced an early repayment of $1 billion to the 
IMF. A further Si billion of public sector commercial 
loans are also to be repaid early. The reserves are 
now historically very high although it needs to be 
borne in mind that the United Kingdom has substantial 
short and medium-term debt still outstanding. 

Single figure inflation 
27. Inflation started falling again during the second 
half of 1977, and the annual rate of increase in the 

Retail Price Index in January 1978 was below 10 per 
cent for the first time for over four years. Input prices 
continued to fall ; the index of sterling prices for 
materials and fuels purchased by manufacturing 
industry for February was nearly 5 per cent lower than 
a year earlier. 

28. At the end of the year, the rate of growth of 
earnings had increased, but it was still lower than a 
year earlier. Department of Employment monitoring 
suggested that 95-96 per cent of workers covered by 
major pay settlements so far concluded had settled 
within the Government's guidelines. By March, 
settlements covered 30 per cent of total workers 
included under major settlements. 

Balance of payments surplus 
29. The monthly trade figures have moved erratically 
in recent months, and discerning clear trends is difficult. 
Export volumes fell back somewhat in the fourth 
quarter from the high third quarter level, and it would 
appear that the quite rapid growth of the first three 
quarters of last year has now slowed. Import volumes 
now seem to be rising again, following a fall in the third 
quarter which continued up to November. The 
appreciation of sterling has led to some reduction in the 
competitiveness of United Kingdom manufactured 
goods over the past year. » 

30. The balance of payments current account has 
remained in surplus since August, with the single 
exception Of January, which seems to have been a one-
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month deviation from trend. Visible trade was in 
small surplus for the second half of the year. The 
invisibles surplus fell somewhat in the fourth quarter, 
mainly as a result of a reduction in the surplus on 
travel. The travel account surplus nevertheless showed 
a considerable increase for 1977 as a whole on 1976. 

31. Unemployment has fallen a little in recent months, 
after reaching a peak of 1,435,000 (seasonally adjusted) 
in September, around 6 per cent of the labour force. 
Unfilled vacancies have risen. In March, agreement 
was reached with the European Commission to extend 
the TES scheme in a modified form for a further year 
from 31 March. The Government is to introduce a 
new short-time working scheme to ensure that no jobs 
are lost as a result of change to TES. 

The year as a whole 
32. 1977 saw a turning point in the British economy. 
The financial improvement was well established by the 
summer and by the end of the year economic activity 

was beginning to show signs of building up. Britain 
was widely regarded as strong enough to participate in 
any consolidated move to raise the level of growth in 
the world economy. 

33. Retail price inflation accelerated early in the year, 
but from May onwards increases in the RPl averaged 
under 0-7 per cent per month. Fig. 1 illustrates 
movements in wholesale and retail prices over the 
past two years. The foundation for the improvement 
during 1977 was the rise in average earnings in the 
whole economy which had fallen to 8 per cent over the 
12 months to July 1977. Current pay policy appears 
to have been successful in avoiding an inflationary 
" pay explosion ". With so many settlements at or 
near 10 per cent, the average increase in earnings for 
the current pay round will probably turn out to be 
somewhat above 10 per cent. Self financing pro
ductivity agreements affecting perhaps one in five 
workers will contribute to such an outturn, but by 
definition do not contribute to price increases. 

TABLE 2. BALANCE OF PAYMENTS 

£ million 

CURRENT ACCOUNT 

Visible trade: Oil 
Other goods 

Invisibles 

Current balance 

Current balance 
Capital transfers 
Investment and capital flows: 

Official long-term capital 
Overseas investment in United Kingdom 

public sector 
Private investment (net) 
Overseas currency borrowing or lending (net) 

by United Kingdom banks 
Changes in external sterling liabilities 
Trade credit and other short-term flows ... 
Balancing item 

Balance for official financing 

Financed as follows: 
Drawings on IMF 
Drawings on other monetary authorities 
Foreign currency borrowing: 

By Her Majesty's Government 
By United Kingdom public sector under the 

exchange cover scheme 
Drawings on (+)/additions to (—) official reserves 

1975 1976 1977 
1976 1977 

1st half 2nd half 1st half 2nd half 

-3,111 
-94 

+ 1,591 

-3,973 
+463 

+2,403 

-2,804 
+ 1,192 
+ 1,577 

-1,915 
+463 

+ 1,060 

Seasonal! 
-2,058 

0 
+ 1,343 

y adjustec 
-1,545 

-166 
+842 

-

-1,259 
+1,358 

+735 

-1,614 -1,107 -35 -392 -715 -869 +834 

-1,614 -1,107 -35 
N 

-431 
ot seasons 

-676 
illy adjust 

-866 
ed 

+831 

-288 -158 -302 -63 -95 -40 -262 

+43 
+336 

+203 
-92 

+2,179 
+1,219 

+22 
-96 

+181 
+4 

+1,419 
+529 

+760 
+690 

+235 
-67 
-56 
-54 

-106 
-1,152 
-1,501 

+285 

+265 
+1,452 

-11 
+2,596 

+8 
-1,007 
-1,234 

+168 

-114 
-145 
-267 
+117 

-285 
+341 
+267 

+1,456 

+550 
+1,111 

-278 
+1,140 

-1,465 -3,628 +7,363 -2,633 -995 +2,821 +4,542 

— + 1,018 
-34 

+1,113 +1,018 
+581 -615 

+899 +214 

+423 — +871 — — +584 +287 

+387 
+655 

+1,791 
+853 

+241 
-9,588 

+858 
+176 

+933 
+677 

+51 
-4,355 

+190 
-5,233 
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REVIEW OF THE PAST YEAR—continued 

34. Inflationary expectations have been falling as it 
has become evident that moderation in pay settlements 
is being maintained. Both appreciation of sterling in 
the foreign exchange markets and world commodity 
price trends reduced the inflationary pressures which 
had been produced by import price rises in late 1976. 
Firm control of the main monetary aggregates has 
continued to be an important feature of policy; the 
trend expansion of £M3 has been below that of nominal 
GDP over the past few years (see Fig. 2). 

35. The almost continuous upward pressure on the 
exchange rate until the end of October brought the 
official foreign exchange reserves to record levels, and 
threatened domestic monetary objectives. The strong 
inflows of funds were reflected in a record surplus on 
the balance of payments capital account in 1977. 
The current account strengthened by over £1 billion 
from a deficit of £1 • 1 billion in 1976 to one of well 
under £0-1 billion in 1977. Despite a temporary 
worsening of the oil trade balance in the fourth quarter, 
the second half of the year saw a current account 
surplus of £0-8 billion. Fig. 3 illustrates movements 
in the current account, including and excluding trade 
in oiL over the past three years. I t shows that the 
improvement in 1977 was by no means solely attribut
able to an improvement in the trade balance on oil. 

(The total impact of North Sea oil on the balance of 
payments is discussed in paragraph 44.) The terms of 
trade moved in the United Kingdom's favour during 
the course of the year, reflecting the appreciation of 
sterling and an improvement in the terms of trade 
between manufactures and primary commodities. 

36. An increase in net exports was the main positive 
influence on demand during most of 1977. Exports 
of goods were up by around 8 per cent in volume 
terms, while imports of goods only increased by 
li per cent. Towards the end of the year this influence 
on demand was weakening, with import volumes 
starting to rise again, and exports not improving on 
the record third quarter levels. Consumers' expendi
ture rose in the second half of the year, after the 
income tax reductions announced in March, July and 
October. These tax reductions were the centrepieces 
of a strategy of cautious stimulation of the domestic 
economy consistent with the declared monetary 
and PSBR objectives. The increases in public expendi
ture announced with the tax cuts were' designed to 
alleviate the problems of high unemployment, or to 
help industry, particularly small firms and the con
struction industry. Their main impact oh demand 
will fall in 1978-79. 
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B A L A N C E O F P A Y M E N T S 

O N C U R R E N T A C C O U N T 

1.20CH 

rent a c c o u n t , 
luding t rade 

oil 

r rent a c c o u n t 

ade in oil 

1975 1976 1977 

37. Manufacturing investment was on a fairly strong 
upward trend during 1977; for the year as a whole, i t 
was 8 per cent higher in volume than in 1976. I f 
investment by the steel industry is excluded, investment 
by the rest of manufacturing industry increased by 
14 per cent. Capital expenditure by the distribution 
and service industries increased by around 9 per cent 
in 1977. But substantial falls in public investment in 
dwellings and by the public services during the year 
more than offset higher investment by industry. 
Aggregate fixed investment was down on 1976. 

38. Public authorities final consumption was rather 
less last year than in 1976. Altogether, public expendi
ture on goods and services, transfers and lending, as 
defined in the government's expenditure plans, now 
seems likely to be around 5 per cent lower in constant 
prices in 1977-78 than it was in 1976-77. Looking 
ahead, measures announced in 1977 imply a rise in 
public expenditure. 

39. Stocks rose sharply in the first half of the year, 
with a good part of the increase probably involuntary j 
as a result of the fall in consumer spending. The 
second half of the year saw some fall in stocks, but on 
a smaller scale than the earlier rise. These stock 
movements smoothed the impact on production of the 
fluctuations in demand. Despite the overall improve
ment in trade performance and the small increase in 

total imports, imports of finished manufactures rose 
by 13 per cent for the year. The overall result was a 
very flat trend in manufacturing output from the second 
quarter onwards. 

40. GDP (average estimate) for the year as a whole 
rose by f per cent between 1976 and 1977, but there 
was no growth during the course of 1977. The 
estimates for the fourth quarters of 1976 and 1977 are 
111-1 and 110-8 respectively (1970 = 100). 

41. Fig. 4 illustrates the relative movements of 
national disposable income, personal disposable income 
and consumer spending since 1973. Personal disposable 
income did not initially fall in the way that national 
disposable income had done following the oil price 
rise. The two measures then moved closer together 
until the sharp rise in personal income at the end of 
1977. Fig. 4 also illustrates the increase in the ratio 
of savings to consumer spending which accompanied 
accelerating inflation after 1973; increases in personal 
disposable income were not matched by similar in
creases in spending. With inflation falling, the 
propensity to save is expected to be lower. 

4 D I S P O S A B L E I N C O M E A N D C O N S U M E R S ' 

E X P E N D I T U R E I N R E A L T E R M S 
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110 

105H 

100-

Index 
1970 = 100 

(at 1970 prices) 

P e r s o n a l 
p - d isposab le 

i n c o m e 

Nat iona l 
d isposab le 
i n c o m e 

1973 1974 1975 1976 1977 

42. Total employment rose up to mid-year and was 
over 100,000 higher in June 1977 than a year earlier. 
More recent figures for industrial employment show a 
slight decline thereafter, though it was still marginally 
higher in January 1978 than a year earlier. The total 
population working and seeking work also rose, in
creasing by 240,000 in the year up to September. 
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REVIEW OF THE PAST YEAR—continued 

TABLE 3. 1977-78 F S B R FORECAST AND ESTIMATED OUTCOME 

Percentage changes second half 1976 to second half 1977 (at constant prices) 

Forecast Estimated outcome 

Per cent Per cent 

Consumers' expenditure 
Public expenditure on goods and services 
Private fixed investment 
Stockbuilding (changes in £ million at 1970 prices) ... 
Exports of goods and services 
Total final expenditure 
Import of goods and services 
Adjustment to factor cost ... 
Gross domestic product at factor costO) 

- 1 
— l i 

1 
(+250) 

5i 
1 
2 

- l i 
l i 

- i 
- 4 i 

3 
(0) 
5 
0 
0 

- i 
+ i 

0) Gross domestic product figures in Tables 3 and 4 are " compromise " estimates. The compromise GDP index is close to the average of the 
three alternative measures of gross domestic product at 1970 prices, based upon expenditure, income and output respectively. It differs from 
that average in respect of minor timing and other adjustments to some component series. Differences between the compromise aggregate and 
components of the expenditure series have been allocated for convenience to investment in stocks. 

Unemployment (excluding school leavers) increased 
by 120,000 over the same period. However, after 
September, imemployment slowly declined and unfilled 
vacancies increased, in spite of a projected continuation 
in the upward trend in the size of the labour force. 
The recent trend in unemployment is more favourable 
than would be expected on the basis of past relation
ships between employment, unemployment and output. 

Industrial strategy 
43. Better industrial performance remains the key to 
sustained, long-term improvement in the United 
Kingdom's economic prospects. At its February 
meeting, the tripartite National Economic Develop
ment Council (NEDQ considered reports by Sector 
Working Parties (SWPs) covering 37 sectors of manu
facturing industry, endorsed the continuation of their 
work, and reaffirmed the Council's commitment to the 
Industrial Strategy. The SWPs had been asked to set 
ambitious but realistic objectives, in terms of shares 
of home and overseas markets, for the medium term, 
and to identify what they would imply for resources-
productive capacity, manpower, finance and technology. 
In the next stage of their work SWPs are to concentrate 
on productivity and on communications, to ensure 
that management and workpeople, and the public in 
general, fully understand the need for the industrial 
strategy, and what it means for them. 

North Sea oil 
44. Fig. 5 shows the net contribution of North Sea oil 
at current prices to the balance of payments current 
account over the past five years. This was positive for 
the first time in 1977, as oil exports and import savings 

5 C O N T R I B U T I O N O F N O R T H S E A O I L 

T O B A L A N C E O F P A Y M E N T S 

£ b i , i ion C U R R E N T A C C O U N T 

/ O i l expor ts and 
/ impor ts saved 

Total net e f fec t 
on c u r r e n t a c c o u n t 
( including in terest , 
prof i ts and 
d iv idends and net 
in terest on of f ic ia l 
a s s e t s ) 

— Impor ts for 
North S e a 
p r o g r a m m e 

1977 

outweighed the additional imports of goods and 
services associated with the North Sea development 
programme. The 1977 net contribution of £1 billion 
is made up of positive items of £2-4 billion in oil 
exports and import savings and £0-2 billion in net 
interest on official assets (which are higher as a result -
of the balance of payments improvements) and of 
negative items of £1-1 billion of imports associated 
with the North Sea programme and £0-5 billion of 
interest, profits and dividends due overseas. In 
addition, North Sea oil has had a positive effect on the 
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balance of payments capital account over the past few 
years, as a result of inflows from capital brought in 
from overseas by subsidiaries o f foreign companies and 
from foreign currency borrowing by United Kingdom 
companies. The net contribution to the capital 
account is estimated to have risen from £0-1 billion in 
1973 to around £1 billion in 1975 and 1976; for 1977, 
it was around £0-8 billion (excluding BNOC borrowing 
overseas). 

45. Output of North Sea oil for 1977 was 38 million 
tonnes, over three times higher than the 1976 level 
By the fourth quarter of 1977, North Sea oil and gas 
production was accounting for one per cent of industrial 
production compared with J per cent a year oefore. 
This is measured at 1970 prices; on a post-1973 price 
base, the proportion would be considerably higher. 
In addition to the direct contribution to output of 
North Sea production, development of the United 
Kingdom's oil and gas resources has involved a sub
stantial programme of capital expenditure. This built 
up during the first half of the decade from less than 
£100 million at 1970 prices ml97^ tO crver£650irmlfion 
in 1975 and over £800 million in 1976; in 1977, it fell 
back a little to near the 1975 level. While a consider
able proportion o f North Sea capital expenditure has 
gone on imports, there has been some .positive benefit 
to United Kingdom output as welL 

46. The structure of thetax system f o r North Sea oil 
is designed to encourage development by allowing 
companies to Tecover their heavy capital costs early in 
the productive fife of oil fields. As a result, government 
revenues f rom petroleum revenue tax and corporation 
tax have so far been very small, as compared with the 
sums -anticipated for future years. Collection of 
royalties on oil, however, began in 1976 and built up 
to receipts of £200 million on Dil produced in 1977. 
Rising production will bring further increases. 

Forecast and outcome 
47. Table .3 shows the changes in gross domestic 
product and its main Components forecast last April, 
together with the present provisional estimates of 
outturn. The past record of comparisons between 

forecast and outturn was summarised in the set of 
average errors published with the forecast released in 
October 1977. These errors were not calculated on a 
basis strictly comparable with the changes shown here, 
but nevertheless provide a rough standard of com
parison. 

48. The error in the forecast of GDP growth between 
the second halves of 1976 and 1977 was well within the 
usual margins of error, with most components close to 
the forecast. The main exceptions were public invest
ment, where shortfall was appreciably larger than 
expected, and stockbuilding. 

49. Table 4 of the 1977-78 FSBR presented a sum
mary of economic prospects. Most of the forecasts 
covered the period to mid-1978, and so it is not yet 
possible to evaluate them. But there are three 
important items for which comparisons can be drawn: 

Forecast Outturn 

Balance of payments cur
rent account £bn 1977 ... — \ — 

PSBR £bn 1977-78 ... 8± 5J 
(estimated) 

Retail price index between 
the fourth quarters of 
1976andl977(%increase) 13 13 

50. The forecasts of the current balance and of retail 
prices thus proved accurate by normal standards, but 
there was a considerable overstatement of the PSBR, 
for which the outturn in 1977-78 would have been 
about £4} billion in the absence of the tax reliefs 
announced on October 26th. The lower than expected 
outturn for the year derived from most main com
ponents: by comparison with last year's forecast, tax 
receipts, particularly from corporation tax, were 
higher; National Insurance contributions were higher; 
current expenditure on goods and services, export 
credit re-finance, and the external capital requirements 
of the nationalised industries were ali lower. Details 
are given in tables 6 and 7. 

ECONOMIC OUTLOOK TO MID-1979 

Introduction 
The Government expect a moderate rate of growth o f would, i n itself, add about f per cent to the growth 
total output (GDP) of about 3 percent-over the coming rate. A small current account surplus is forecast, 
year. By statistical convention, North Sea oilis valued A further slowing of the rise in the retail price index 
at the relative prices o f 1970. Valuing oil at* the to 7 per cent during 1978 is followed %y a slight 
relative price of 1975 (reflecting the national accounting acceleration in the first half of 1979. Personal con-
convention which will be applied from this Autumn) sumption and -exports produce the most substantial 
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ECONOMIC OUTLOOK TO MID-1979—continued 

increases in demand. Stockbuilding and some cate
gories of private sector investment may also show 
significant increases. 

2. Tables 4 and 5 set out Government forecasts for 
the period to mid-1979. Table 5 and the first column 
of Table 4 show the main forecast which has been used 
in preparing the projection for the public sector shown 
in Parts U. and I I I of this Report. The second column 
of Table 4 summarises the implications of alternative 
assumptions reflecting a better trading performance. 

Assumptions 
3. The forecasts assume that average pay increases 
in the year beginning in August 1978 are about half 
the average for the current pay round. Monetary and 
fiscal policy assumptions are consistent with the Budget 
proposals. The exchange rate is taken as determined 
primarily by market forces. Labour cost competitive
ness improves during 1978 to levels roughly equivalent 
to those of 1977. 

Domestic demand 
4. Both tax reductions and the effects on real incomes 
of slower price increases are now stimulating personal 
consumption. Real personal disposable incomes fell 
sharply during the first half of 1977 but haye. been 
rising strongly in recent months due to the income tax 
reductions announced last October, the appreciation 
of sterling in 1977, and weak commodity prices. The 
Budget tax reductions will provide a further boost to 
real disposable incomes; they can be expected to show 
a very marked rise (over 7 per cent compared with a 
year previously) up to the middle quarters of 1978, 
followed by a much more modest rise thereafter. 

5. The path of personal consumption" in these circum
stances is still very uncertain. Personal consumption 
usually lags behind real income and fluctuates much 
less. On the other hand, lower inflation may well tend 
to reduce the savings ratio. On balance, the savings 
ratio will probably rise whilst real incomes are increas
ing particularly quickly, but then fall. Taking the 
period as a whole, average rates of savings may be 
close to those of 1977. Personal consumption is 
forecast to increase by 4 per cent over the year ending 
in the first half of 1979. 

6. Private sector investment in both manufacturing 
and the distributive and service industries should 
increase significantly. Department of Industry surveys 
indicate a strong rise both in 1978 and, more tentatively, 
in 1979. The survey evidence has been interpreted 
cautiously because of the lack of output growth in 

1977. A small decline is expected in the North Sea 
investment programme, from a peak in 1978. Overall, 
only a moderate increase is expectedin total investment. 

7. Stocks in manufacturing and distribution were 
reduced in the second half of 1977. They appear to 
have built up excessively in the earlier part of 1977 
when consumer demand fell sharply. Over the whole 
forecast period, stocks should begin to rise in response 
to rising activity; but high rates of stock accumulation 
are not foreseen. 

8. The increase of 2\ per cent shown for General 
Government expenditure on goods and services reflects 
some recovery in investment after a sharp fall during 
1977. The renewed increase in public consumption 
is no more than the projected rise in GDP. The 
forecasts provide, as is customary, both for a fu l l 
allocation of the contingency reserve (over the whole 
range of public expenditure) and for a likely level 
of shortfall. 

External trade and balance of payments 
9. GNP of OECD countries grew by only about 
3£ per cent in 1977. Production in the major 
European countries fell sharply in the second quarter 
of the year and even now shows only modest signs 
of recovery. Although total trade increased rather 
faster, world trade in manufactures also seems to have 
risen by no more than 3\ per cent. This is considerably 
less than would have been expected, even given the 
depressed state of world, and particularly European, 
activity. TThere is Utile reason to expect any significant 
acceleration of OECD output in 1978, but the unusual 
relationship between world production and world trade 
is unlikely to persist. A growth in total trade around 
6£ per cent, and of tirade in. manufactures close to 
7 i per cent (weighted with respect to United Kingdom 
markets) is forecast. 

10. In 1977 United Kingdom exports of manufactures 
increased by nearly 8 per cent in volume. This was 
over twice the increase in world trade. The increase 
in the United Kingdom share of world markets was 
probably due in part to the improvement in cost and 
price competitiveness following the depreciation of 
sterling in 1976. However, exports rose more quickly 
than past experience of improved competitiveness 
would have suggested. The 1976 advantage in price 
competitiveness was largely eroded in 1977 while 
much of the advantage in labour cost competitiveness 
has been retained. Future trends in exports are there
fore difficult to judge. The main forecast extrapolates 
from past relationships relating United Kingdom 
exports to world trade and indicators of competitive
ness. On this basis, exports of goods and services are 
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ECONOMIC OUTLOOK TO MTD-1979—continued 

forecast to grow by some 5$ per cent over the coming 
year. The variant assumes, in effect, some improve
ment in non-price competitiveness such as might be 
read into the 1977 figures. On this basis the forecast 
increase rises to 7 per cent. 

11. Total import volumes rose only slightly during 
1977. This reflected significant reductions in imports 
of oil and basic materials, offset by rises in imports of 
manufactures. Some acceleration in the growth of 
imports of manufactures is to be expected as expansion 
picks up, particularly in the consumer goods sector. 
Nevertheless, trends for import penetration of finished 
manufactures are extremely hard to assess. The 
judgement about import propensities reflected in the 
present forecast is near to the middle of a range of 
views expressed recently by a number of independent 
forecasters. In the main forecast, the volume of 
imports of goods and services is forecast to grow 
rather faster than the equivalent export volume. In 
the variant forecast, imports and exports grow at a 
more similar rate. Both forecasts reflect the con
tinuing build-up in North Sea oil production. 

12. The strength of sterling during 1977 and the 
weakness of commodity prices have led to a substantial 
improvement in the United Kingdom's terms of trade. 
While further movements of this magnitude cannot be 
expected, it seems reasonable to assume that most of 
the improvement will be retained into 1979. Some 
improvement is also foreseen in the invisibles account 
with a continuing rise in the balance of services rather 
more than offsetting a deterioration in transfers, 
interest, profits and dividends. The implication is 
that the current account is likely to remain in surplus 
throughout the forecast period, though not at the 
level of the exceptionally favourable second half 
of 1977. 

Prices 
13. Retail prices should maintain the lower trend 
established last summer. This will probably bring 
the year on year change down to 7 per cent by the 
summer of 1978. The prospect for 1979 depends 
greatly on future pay increases. However, even 
assuming further substantial progress in moderating 
pay increases, the year on year increase may rise 
slightly, in the first half of 1979. The trend this year 
is benefiting from an unusually favourable movement 
in import prices. This cannot be assumed for 1979, 
particularly i f world growth increases. Also, the 

change between the second quarters of 1978 and 1979 
will be affected by the unseasonably low level of some 
food prices in the first half of 1978. 

Public Sector Borrowing 
14. The forecast rise in the PSBR to £8£ billion in 
1978-79 reflects reductions in taxation over and above j! 
full compensation for inflation. A number of factors | 
which depressed the PSBR in 1977-78 are absent, in | 
particular the sale of BP shares and the increased 5 
contribution of the clearing banks to the finance of jj 
export credit. For 1978-79, the PSBR forecast comes I 
to 5£ per cent of market price GDP, a long way below | 
the 1975-76 peak of 9£ per cent. jj 

A variant forecast 
15. Variants are a useful way of showing the implica
tions of a different outcome for some single crucial \ 
feature of the forecast. One such variant is shown in 
the right-hand column of Table 4. I t illustrates the | 
possible effect of better trading results. This could f 
be due to an improvement, compared with past j 
experience, in the non-price competitiveness of British ? 
industry. I t could also reflect a successful international j 
effort to get world trade rising faster than the main ! 
forecast assumes. Most of the improvement is on 
the export side. The figures show an addition to 
GDP, compared with the main forecast, of 1 per cent | 
by the first half of 1979 and also a small improvement 
in the current account. This, of course, can be no 
more than illustrative of the possible range of outcomes. 

Margins of error 
16. I t is impractical to indicate the range of un
certainty by use of variants alone. An alternative 
approach is to look at the margins of error associated 
with earlier forecasts. A table showing average errors 
in official forecasts over a period of 5-10 years was 
published in conjunction with the post-measures fore
casts published by Press Release on 26 October 1977. 
Many factors affect the reliability of particular forecasts 
and these figures are at best a crude guide to the margins 
of error applying to the present forecast. They do, 
however, provide a salutary reminder that forecasts 
can never be a precise guide to the outturn. For 
example, the current account forecast for the second 1 
half year of the forecast period has deviated from | 
outturn by, on average, some li per cent of GDP; in i 
terms of the present forecast this would imply a margin i 
to the forecast for the first half of 1979 of over £1 billion j 
in either direction. j 
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ECONOMIC OUTLOOK TO MID-1979—continued 

TABLE 5. FORECASTS OE EXPENDITURE, IMPORTS AND GROSS DOMESTIC PRODUCT 

£ million at 1970 prices, seasonally adjusted 

Consumers' 
expenditure 

General Government 
expenditure on goods 

and services Other 
fixed 

investment 

Exports 
of goods 

and 
services' 

Stock-
buildingO) 

Total 
final 

expenditure 

Less 
imports 
of goods 

and 
services 

Less 
adjust
ment to 
factor 
cost 

Gross 
domestic 
product 
at factor 
costC) 

GDP 
index 
1974 

= 100 

Consumers' 
expenditure 

Final 
consumption 

Fixed 
investment 

Total 

Other 
fixed 

investment 

Exports 
of goods 

and 
services' 

Stock-
buildingO) 

Total 
final 

expenditure 

Less 
imports 
of goods 

and 
services 

Less 
adjust
ment to 
factor 
cost 

Gross 
domestic 
product 
at factor 
costC) 

GDP 
index 
1974 

= 100 

1975 35,300 10,800 2,150 12,950 7,450 14,350 -750 69,300 13,700 8,750 46,850 98 4 
1976 . 35,400 11,050 2,050 13,100 7,400 15,400 -150 71,150 14,200 9,000 47,950 100 7 
1.977 .... ... 35,150 11,000 1,700 12,700 7,400, 16,350 400 72,000 14,750 8,950 48,300 101 4 
1978 36,900 11,250 1,600 12,850 7,850 16,950 100 74,650 15,850 9,550 49,250 103 4 

1976 first half . .. 17,600 5,500 1,100 6,600 3,650 7,500 -150 35,200 6,900 4,450 23,850 100 2 
second half ... 17,800 5,550 950 6,500 3,750 7,900 — 35,950 7,300 4,550 24,100 101 1 

1977 first half . ... 17,400 5,500 900 6,400 3,700 8,050 450 36,000 7,450 4,400 24,150 101 4 
secondhalf ... 17,750 5,500 800 6,300 3,700 8,300 -50 36,000 7,300 4,550 24,150 : 101 4 

1978 first half ... 18,200 5,600 800 6,400 3,900 8,350 50 36,900 7,800 4,700 24,400 102 4 
secondhalf ... 18,700 5,650 800 6,450 3,950 8,600 50 37,750 8,050 4,850 24,850 104 4 

1979 first half ... 18,900 5,700 850 6,550 3,900 8,850 150 38,350 8,400 4,900 25,050 105 3 

Percentage 
changes 

Secondhalf 1976 to 
second half 1977 - i - i - 2 0 i -3b - 1 5 — — -b b 

Secondhalf 1977 to 
- 2 0 i -3b 

second half 1978 5b 3 3} 3 6 3i 5 10J 6b 3 
First half 1978 to 

5b 3} 3i 10J 6b 

firsthalfl979 ... 4 2b 4 2b i 5b 4 8 4b 3 

Percentage 
changes 

at annual rate 
First half 1977 to 

second half 1978 5 2 - 5 1 4b 3 5b 6b 2 
Second half 1977 to 

4b 5b 6b 

first half 1979 ... 4 i 2b 4 3 3± 4b 4b 10 5b 2b 

(') AU figures in Table 5 are based on " compromise " estimates of gross domestic product. Discrepancies between compromise and expenditure estimates have been added to stockbuilding. 
JVore; Figures in £ miUion are rounded to £50 miUion. Percentage changes are calculated from unrounded levels in £ miUion and then rounded to i per cent. The ODP index in the final 
column is calculated from unrounded numbers. 



PART n 

PUBLIC SECTOR TRANSACTIONS 

INTRODUCTION 

The two tables in this Part present the transactions of 
the public sector analysed in accordance with the 
principles and methods used in the national income 
accounts statistics^). For 1977-78 the estimated 
outturn figures for local authorities' and public cor
porations' revenues and expenditures are based on 
partial information for three quarters of the financial 
year only. Information about their borrowing is more 
recent but still incomplete. For central government, 
the figures are biased on the known totals of receipts 
and issues m the y.par, but the detail of income and 
expenditure. contains a substantial element of esti
mation. 

Comparison with the White Paper on the Government's 
Expenditure Plan|s (Cmnd. 7049) 
The level of public expenditure in volume terms in 
1977-78 implied by Tables 6 and 7 is below the earlier 
estimates of outturn given in Cmnd. 7049. The 
estimates still reflect only partial information about the 
value of expenditure in the year. Information about 
price movements is also incomplete. The judgment 
reflected in the following tables is that the volume of 
expenditure on goods and services, grants and subsidies 
may have been about 1 per cent (equivalent to £550 
million at 1977 survey prices) below the level estimated 
in Cmnd. 7049. The volume of government lending 
and other financial transactions has also been less 
than then expected, especially lending to the nationalised 
industries and the refinancing of export credit: the 
difference from Cmnd. 7049 is put at some £800 million. 
Taking account of the changes already described in 
Cmnd. 7049, the total change from the plans published 
in January 1977 is thus £3£ to £4 billion. 

The forecasts for 1978-79 in Tables 6 and 7 allow for 
the likelihood that the actual expenditure in the 
coming year will turn out less in volume terms than the 
total planned for programmes and the contingency 
reserve in Cmnd. 7049. The forecasts for expenditure 
on goods and services, grants and subsidies is of the 
order of 2i per cent (£H billion at 1977 Survey prices) 
below Cmnd. 7049. Lending is also judged likely to 
fall below the provision in Cmnd. 7049, by an amount 
of the order of £500 million. Debt interest, on the 
White Paper basis, is judged to be above the level in 
Cmnd. 7049. 

0) A full description of the principles on which the national 
income accounts are based and of the methods used in their 
compilation is given in " National Accounts Statistics: 
Sources and Methods ", H.M.S.O., 1968. 

Recent discussion, e.g. in Cmnd. 7049̂  of the path of 
public expenditure has been in terms of an adjusted 
measure which includes the contingency reserve and 
all borrowing by nationalised industries (other than 
short-term borrowing) and excludes debt interest. 
This is now thought to have fallen by over 7 per cent 
between 1976-77 and 1977-78. The Expenditure 
Committee were informed^) in January that the 
increase between 1977-78 and 1978-79 might be of the 
order of 4 per cent, bn the information then available 
about 1977-78 and the assumption that expenditure in 
1978-79 would turn out £1J billion less than planned. 
Primarily because of the lower expenditure now 
estimated for 1977-78, this increase is now put at 
over 6 per cent.; This includes a large increase in net 
lending and other financial transactions; i f these are 
excluded, the increase is of the order of 3 per cent. 

Public sector transactions by economic category: 
Tables 6 and 7 
These tables; in the framework of national income 
accounting, are designed to show the impact dh the 
economy of the operations of the public sector. They 
show how ther transactions of the various authorities 
comprising the public sector contribute to the financial 
account for the sector as a whole, and how the financial 
balances of central government, local authorities and 
nationalised industries and other public corporations 
contribute to the public sector borrowing requirement. 

The public sector consists of general government, 
comprising central government and the local authorities, 
and the nationalised industries and other public cor
porations. The general government accounts cover the 
current and capital transactions of the Consolidated and 
National Loans Funds, the National Insurance Fund 
and all other central government funds and accounts, 
together with those of local authorities. 

A l l figures for receipts and expenditures in 1977-78 
and in 197&V79 in these tables are at the estimated 
prices of those years. The forecasts for 1978-79 take 
account of the changes proposed in the Budget. 
They are consistent with the economic forecasts shown 
in Part I . In addition estimates for 1978-79 " before 
Budget changes " are shown in Table 6. These remove 
from the forecast only the direct effect of changes in 
taxation as set out in Table 16. They do not remove 
the effects of changes in the level of economic activity 
resulting from the Budget measures. 

CD See Second Report from the Expenditure Committee 
(Session 1977-78) (H.C. 257) paragraph 6. 
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PUBLIC SECTOR TRANSACTIONS—continued 

Table 6 first analyses the current and capital trans
actions of general government in accordance with the 
national income accounts classification, finishing with 
the financial balance (Part A). An analysis of the 
appropriation and capital accounts of the public 
corporations sector is then shown, also leading to their 
financial balance (Part B). Finally (in Part C) the 
financial transactions of the public sector as a whole 
are set out, starting with the combined financial 
balance, taking into account certain other financial 
transactions, and rmishing with the borrowing require
ment. Part C is a consolidated table so that trans
actions between general government and public 
corporations are excluded, and the total public sector 
borrowing requirement is analysed to show the net 
borrowing from the private sector and abroad by each 
sub-sector. 

Table 7 shows the transactions of the various sub-sectors 
of the public sector with the private sector and overseas 
and with one another. Nationalised industries and the 
other public corporations are treated as separate sub-
sectors. Consolidated totals are shown for general 
government and for the public sector as a whole. 

Coverage of public expenditure 
The coverage of expenditure in Cmnd. 7049 is 
equivalent to general government current and capital 

expenditure as shown in Table 6 and general govern
ment net lending and expenditure on company securities 
as shown in Table 7, with certain adjustments: 

(a) the capital expenditure of certain public corpor
ations is included in public expenditure, and 
government lending to them is deducted from 
general government expenditure; 

(b) debt interest payments are omitted to the extent 
that they are matched by interest receipts or 
provision for interest from trading surpluses and 
rent; 

(c) there are several other differences of definition 
and valuation—in particular the figures of current 
expenditure exclude the value of capital con
sumption. 

The adjusted measure of public expenditure used in 
Tables 1 and 2 of Cmnd. 7049 includes the contingency 
reserve (for future years) and also borrowing by the 
nationalised industries from the domestic market 
(apart from changes in their short-term position with 
banks, etc.) and from overseas; it excludes debt 
interest as not subject to expenditure control. 

The Budget estimates convert to White Paper coverage 
as follows(1):— 

£ million 

General government expenditure: 

Current 

Capital 

Net lending, etc 

Total ;. 

Net adjustments: 

Certain public corporations^ (add their capital expenditure, subtract government 
grants and lending to them) 

Debt interest (subtract internally financed payments) 

Other, deluding capital consumption 

Public expenditure, White Paper coverage 

Add net foreign and market borrowing (other than short term) of nationalised industries 

Subtract adjusted debt interest ... 

Adjusted planning total 

1977-78 
estimated 
outturn 

56,868 

6,648 

-99 

63,417 

644 

-4,837 

-1,172 

58,052 

441 

-1,929 

56,564 

1978-79 
forecast 

63,905 

7,235 

2,328 

73,468 

610 

-5,087 

-1,681 

67,310 

-10 

-2,579 

64,721 

0) Comparable figures for past periods are given in Financial Statistics Table 2.4. 
CD Listed in Cmnd. 7049—n, Part 6. 
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TABLE 6. PUBLIC SECTOR TRANSACTIONS 

1977-78 1978-79 Forecast 

Budget 
forecast^) 

Estimated 
outturn 

Before Budget 
changes 

After Budget 
changes 

A. GENERAL GOVERNMENT^) 
CURRENT RECEIPTS 

Taxes on income 
Taxes on expenditure ... 
National insurance, etc., contributions 
Gross trading surplus(3) 
Rentf) ... 
Capital consumption^) 

Interest and dividends from— 
Public corporations 
Other ... ... 

20,480 
21,270 
9,415 

79 
2,109 
1,006 

1,824 
914 

20,649 
21,183 
9,694 

115 
2,094 
1,006 

1,703 
1,193 

25,875 
23,527 
10,117 

165 
2,233 
1,145 

1,719 
1,369 

23,690 
23,507 
10,117 

165 
2,233 
1,145 

1,719 
1,369 

TOTAL . . . ~ . . . . — 57,097 57,637 66,150 63,945 

CAPITAL RECEIPTS 
Current surplusO1) -
Taxes on capital 
Financial deficit (on current and capital transactions)— 

Ceatraf government .... ... ... 
Local authorities ... !. 

General government ... 

342 
915 

3,515 
1,770 

769 
916 

3,360 
1,603 

2,245 
950 

2,107 
1,933 

40 
935 

4,327 
1,933 

CAPITAL RECEIPTS 
Current surplusO1) -
Taxes on capital 
Financial deficit (on current and capital transactions)— 

Ceatraf government .... ... ... 
Local authorities ... !. 

General government ... 5,285 4,963 4,040 6,260 

TOTAL 6,542 6,648 7,235 7,235 

B. PUBLIC CORPORATIONS 
APPROPRIATION ACCOUNT: INCOME 

Gross trading surplus(3) ... .... ,.. ( 

Rent and other non-trading income ... : 
4,763 

725 
5,148 

706 
5,568 

729 
5,568 

729 

TOTAL 5,488 5,854 6,297 6,297 

CAPITAL RECEIPTS 
Undistributed incomef) 
Capital transfers from—General government 

Other 
Financial deficit (balance of appropriation and capital 

accounts)—Nationalised industries 
Other public corporations 

2,758 
292 
52 

1,237 
1,055 

3,373 
588 
64 

358 
441 

3,698 
431 
60 

601 
523 

3,698 
431 
60 

601 
523 

TOTAL 5,394 4,824 5,313 5,313 

C FINANCIAL TRANSACTIONS OF THE 
PUBLIC SECTOR 

RECEIPTS 
Receipts from certain pension schemes (net) 
Accruals adjustment 
Miscellaneous capital transactions (netX5) 
Net borrowing from the private sector and overseas by-

Central government 
Local authorities 

General government 
Nationalised industries 
Other public corporations ... ... 

Total (public sector borrowing requirement) ... 

168 
-516 

155 

6,859 
890 

195 
-718 

613 

4,494 
381 

79 
-756 

43 

5,977 
700 

79 
-496 

43 

7,937 
700 

C FINANCIAL TRANSACTIONS OF THE 
PUBLIC SECTOR 

RECEIPTS 
Receipts from certain pension schemes (net) 
Accruals adjustment 
Miscellaneous capital transactions (netX5) 
Net borrowing from the private sector and overseas by-

Central government 
Local authorities 

General government 
Nationalised industries 
Other public corporations ... ... 

Total (public sector borrowing requirement) ... 

7,749 
625 
97 

4,875 
802 
36 

6,677 
-73 
-27 

8,637 
-73 
-27 

C FINANCIAL TRANSACTIONS OF THE 
PUBLIC SECTOR 

RECEIPTS 
Receipts from certain pension schemes (net) 
Accruals adjustment 
Miscellaneous capital transactions (netX5) 
Net borrowing from the private sector and overseas by-

Central government 
Local authorities 

General government 
Nationalised industries 
Other public corporations ... ... 

Total (public sector borrowing requirement) ... 8,471 5,713 6,577 » 8,537 

TOTAL ... 8,278 5,803 5,943 8,163 

P) Differences from the figures given in Table 6 of the Financial Statement and Budget Report 1977-78 (H.C. 271) reflect changes of classification. 
(*) See Introduction to Part n. 
C3) Before allowing for depreciation and stock appreciation. 
(') Imputed charge for consumption of non-trading capital. 
(') Includes unidentified transactions. 
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BY ECONOMIC CATEGORY £ million 

1977-78 1978-79 Forecast 

Budget Estimated Before Budget After Budget 
forecast^) outturn changes changes 

A. GENERAL GOVERNMENT^2) 
CURRENT EXPENDITURE 

Current expenditure on goods and services 29,999 29,709 32,737 32,737 
Subsidies 3,163 3,392 3,428 3,428 
Debt interest 6,308 6,606 7,541 7,541 
Current grants to personal sector 16,048 15,924 18,770 18,770 
Current grants abroad ... 1,237 1,237 1,429 1,429 

Total 56,755 56,868 63,905 63,905 
Current surplus(3)—Central government -1,331 -973 399 -1,806 

Local authorities 1,673 1,742 1,846 1,846 
TOTAL 57,097 57,637 66,150 63,945 

CAPITAL EXPENDITURE 
Gross domestic fixed capital formation 4,898 4,601 5,163 5,163 
Increase in value of stocks 62 106 110 110 
Capital grants t o -

Public corporations 292 588 431 431 
Private sector 1,290 1,353 1,531 1,531 

TOTAL 6,542 6,648 7,235 7,235 

B. PUBLIC CORPORATIONS 
APPROPRIATION ACCOUNT: PAYMENTS 

Interest and dividends to— 
General government 1,824 1,703 1,719 1,719 
Other 896 768 870 870 

Taxes on income 10 10 10 10 

Total 2,730 2,481 2,599 2,599 
Undistributed income(3) 2,758 3,373 3,698 3,698 

TOTAL ... 5,488 5,854 6,297 6,297 

CAPITAL EXPENDITURE 
Gross domestic fixed capital formation 5,112 4,526 4,931 4,931 
Increase in value of stocks 282 298 382 382 

TOTAL 5,394 4,824 5,313 5,313 

C FINANCIAL TRANSACTIONS OF THE 
PUBLIC SECTOR 

EXPENDITURE 
Financial deficit— 

General government 5,285 4,963 4,040 6,260 
Public corporations 2,292 799 1,124 1,124 

Total 7,577 5,762 5,164 7,384 
Net lending to private sector 370 400 -140 -140 
Net lending, etc., abroad ... ... 
Cash expenditure on company securities 

802 30 303 303 Net lending, etc., abroad ... ... 
Cash expenditure on company securities -471 -389 616 616 

TOTAL 8,278 5,803 5,943 8,163 
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TABLE 7. SUB-SECTOR TRANSACTIONS 

1977-78 Estimated outturn 

Receipts positive/payments negative General government 
Nationalised Other Nationalised Other 
industriesO) public Total 

Central Local Total corpora-
government authorities tionsO 

CURRENT ACCOUNT: 
Taxes on income 20,649 — 20,649 - 5 - 5 20,639 
Taxes on expenditure ... 16,066 5,117c2) 21,183 — — 21,183 
National insurance, etc., contributions ... 9,694 9,694 — — 9,694 
Gross trading siirplusO -25 140 115 4,445 703 5,263 
Gross rental incomeC3) ••• 37 2,057 2,094 51 227 2,372 
Capital corisumptipnC) x ... 318 688 1,006 — — 1,006 
Interest receipts—private sector and 

overseas..; ' 661 474 1,135 128 298 1,561 
Interest payments^-private sector and 

overseas... ... . . . . ... -4,741 -1,865 -6,606 -588 -180 -7,374 
Interest payments—within public sector 2,756 -1,090 1,666 -940 -726 — 
Dividends ... K . 95 — 95 -19 -16 60 
Current expenditure on goods and services 
Subsidies ... 

-17,636 -12,073 -29,709 — — -29,709 Current expenditure on goods and services 
Subsidies ... -2,956 -436 -3,392 •— — -3,392 
Current grants to personal sector -15,134 -790 -15,924 — — -15,924 
Current grants to local authorities -9,520 9,520 — — — — 
Current grants abroad -1,237 — • -1,237 — — -1,237 

CURRENT BALANCEO -973 1,742 769 3,072 301 4,142 

CAPITAL RECEIPTS AND EXPENDITURE: 
Taxes on capital ... v.. 916 — .- 916 — — 916 
Capital transfers from private sector ... — — — 62 2 64 
Gross domestic fixed capital formation ... -1,204 -3,397 -4,601 -3,414 -1,112 -9,127 
Increase in value of stocks -106 — -106 -298 — -404 
Capital grants to private sector -1,252 -101 -1,353 — • — -1,353 
Capital grants within public sector -741 153 -588 220 368 — • 

FINANCIAL DEFICIT (balance of cur
rent and capital accounts) -3,360 -1,603 -4,963 -358 -441 -5,762 

FINANCIAL TRANSACTIONS: 
Net lending to private sector 51 16 67 — -467 -400 
Net lending to overseas governments, etc. -155 — -155 — — -155 
Other net lending and transactions abroad 262 — 262 -77 -60 125 
Cash expenditure on company securities 515 — 515 -22 -104 389 
Receipts from certain pension schemes 

(net) 195 — 195 — — 195 
Accruals adjustment ... -738 20 -718 — — -718 
Miscellaneous capital transactions (net)0 364 148 512 -229 330 613 
Loans within public sector -1,628 1,038 -590 -116 706 — 
Borrowing from private sector and over

seas (public sector borrowing require
ment) 4,494 : 381 4,875 802 36 5,713 

TOTAL - 3,360 1,603 4,963 358 441 5,762 

0) Excludes transactions on operating account, i.e., receipts from sales and subsidies, and payments for current goods and services. 
O Local rates. 
(') Before allowing for depreciation and stock appreciation. 
(') Imputed charge for consumption of non-trading capital. 
(') Includes unidentified transactions. ; 
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BY ECONOMIC CATEGORY 
£ million 

1978-79 Forecast after Budget changes 

Receipts positive/payments negative General government 
Nationalised Other 
industriesO public Total 

Central Local Total corporations 
government authorities O 

CURRENT ACCOUNT: 
Taxes on income 23,690 — 23,690 - 5 -5 23,680 
Taxes on expenditure 17,830 5,6770 23,507 — — 23,507 
National insurance, etc., contributions ... 10,117 — 10,117 — — 10,117 
Gross trading surplus^) - 7 172 165 4,778 790 5,733 
Gross rental income(3) 44 2,189 2,233 55 226 2^14 
Capital consumption(4) 359 786 1,145 — — 1,145 
Interest receipts—private sector and 

overseas 795 492 1,287 134 306 1,727 
Interest payments—private sector and 

-8,411 overseas -5,706 -1,835 -7,541 -720 -150 -8,411 
Interest payments—within public sector 2,921 -1,247 1,674 -962 -712 — 
Dividends 127 — 127 -16 -21 90 
Current expenditure on goods and services -19,399 -13,338 -32,737 — — -32,737 
Subsidies -2,951 -477 -3,428 — —- -3,428 
Current grants to personal sector -17,850 -920 -18,770 — — -18,770 
Current grants to local authorities -10,347 10,347 — — — — 
Current grants abroad -1,429 — -1,429 — — -1,429 

CURRENT BALANCE(3) -1,806 1,846 40 3,264 434 3,738 

CAPITAL RECEIPTS AND EXPENDITURE: 
Taxes on capital 935 — 935 — — 935 
Capital transfers from private sector ... — — — 58 2 60 
Gross domestic fixed capital formation ... -1,409 -3,754 -5,163 -3,735 -1,196 -10,094 
Increase in value of stocks -110 — -110 -382 — -492 
Capital grants to private sector -1,338 -193 -1,531 — — -1,531 
Capital grants within public sector -599 168 -431 194 237 —• 

FINANCIAL DEFICIT (balance of cur
rent and capital accounts) -4,327 -1,933 -6,260 -601 -523 -7,384 

FINANCIAL TRANSACTIONS: 
Net lending to private sector -64 -3 -67 — 207 140 
Net lending to overseas governments, etc. -165 — -165 — — -165 
Other net lending and transactions abroad -54 — -54 -15 -69 -138 
Cash expenditure on company securities -149 — -149 - 2 -465 -616 
Receipts from certain pension schemes 

79 (net) 79 —. 79 — — 79 
Accruals adjustment -550 28 -522 20 6 -496 
Miscellaneous capital transactions (netX5) 308 86 394 -342 - 9 43 
Loans within public sector -3,015 1,122 -1,893 1,013 880 — 
Borrowing from private sector and over

seas (public sector borrowing require
ment) 7,937 700 8,637 -73 -27 8,537 

TOTAL 4,327 1,933 6,260 601 523 7,384 
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PART m 

CENTRAL GOVERNMENT TRANSACTIONS 

The tables in this Part present the transactions of the central government in more detail both by reference to the 
activities of the relevant funds and accounts and in accordance with the national income accounts classification. 
Al l figures for receipts and expenditure both in 1977-78 and in 1978-79 are at the estimated prices of each year. 
The estimates for 1978̂ -79 " before Budget changes " remove from the forecast the direct effect of changes in 
taxation and expenditure as set chit in Table 16. They do not remove indirect effects of changes in the level 
of economic activity resulting from the Budget measures. 

TABLE 8. SUMMARY OF CENTRAL GOVERNMENT TRANSACTIONS 

£ million 

1977-78 1978-79 Forecast 

Budget 
forecast 

Outturn Before Budget 
changes 

After Budget 
changes 

CONSOLIDATED FUND 

Revenue (Table 9) 37,742 38,773 44,706 42,746 

Expenditure (Table 10) 43,489 43,989 51,378 51,378 

Deficit -5,747 -5,216 -6,672 -8,632 

NATIONAL LOANS FUND 

Consolidated Fund deficit (as above) -5,747 -5,216 -6,672 -8,632 

Other transactions: 
Receipts (Table 11) ... 5̂ 300 5,192 6,400 6,400 
Paymehts (Table 11) -7,188 -6,136 -7,640 -7,640 

Total net borrowing by the National Loans Fund 

Other funds and accounts (net) (Table 15) " 

CENTRAL GOVERNMENT BORROWING REQUIREMENT .. . 

-7,635 

' +776 

-6,160 

+ 1,666 

-7,912 

+1,935 

-9,872 

+1,935 

Total net borrowing by the National Loans Fund 

Other funds and accounts (net) (Table 15) " 

CENTRAL GOVERNMENT BORROWING REQUIREMENT .. . -6,859 -4,494 -5,977 -7,937 
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TABLE 9. TAXATION AND MISCELLANEOUS RECEIPTS 
£ mil l ion 

1977-78 1978-79 Forecast 

Budget 
forecast 

Outturn Before Budget 
changes 

After Budget 
changes 

TAXATION 

Inland Revenue— 
Income tax ... ... 
Surtax; ... . ... . ... ; ... 
Corporation tax ... 
Petroleum revenue tax 
Capital gains tax 
Development land tax 
Estate duty ... 
Capital transfer tax ... ... ••, 
Stamp duties ... ... 

18,0650 
30 

2,5600 
5 

330 
5 

70 
320O 
320 

17,420 
30 

3,346 

340 
7 

87 
312 
375 

21,227 
15 

4,188 . 
170 
390 
10 
50 

320 
440 

' 19,310 ' 
V • '15; . , , 

4,170 
170 ' 
375 
10 
50 

320 
440 

' Total Inland Revenue 21,705?) 21,917 25,570 24,860 

Customs and Excise-rr 
Value added tax 
Oil ... 
Tobacco . ... ., : , 
Sj>iriis, beer, wirie, cider and perry.:. .., 
T&tiing and gaming ... 
Car tax ... ... " ... ... ... ••• 
Other excise duties 

4,250 
2,5500 
2jl50 
2,050 

315 
250 ~ 
10 

4,226 
2,465 
2,056 
2,062 

320 
286 
10 

4,795 
2,500 
2,440 
2,400 

350 
325 
10 

4,775 
2,500 
2,450 
2,400 

350 
325 ' 
10 

EEC, own resources?)— , 
• Protective duties, etc 
, Agricultural levies 

690 
135 

676 
183 

765 
175 _ 

765 
175 

Total Customs and Excise 12,400?) 12,284 13,760 13,750 

Vehicle excise duties 
National insurance surcharge 

1,068 
1,159 

1,072 
1,163 

1,120 
1,475 

1,120 
. 1,475 

TOTAL TAXATION 36,332 36,436 43,165 41,205 

MISCELLANEOUS RECEIPTS 

Broadcast receiving licences ... 
Interest and dividends ... 
Otherf) ... 

250 
225 
935 

294 
240 

1,803. 

317 
264 
960 

317 
•"' 264 
. 960 , 

, Total ... 37,742 38,773 44,706 42,746 

(') Changes in the Finance Act, 1977 and theFinance (Income Tax ReUefs) Act, 1977 reduced the Budget forecast of income tax to £17,069 milliohj of 
capital transfer tax to £310 million and of the duties on oil to £2,400 million; the forecast of corporation tax was increased to £2,587 million. The 
overall effect was to reduce the Budget forecasts of total Inland Revenue duties and total Customs and Excise duties to £20,726 million rad-£12,250 
million respectively. 
O Customs duties and agricultural levies are accountable to the European Communities as " own resources "; actual payments to the Communities 

are recorded in Table 10. 
O Includes the 10 per cent of " own resources " refunded by the Communities to meet the costs of collection. 
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TABLE 10. SUPPLY SERVICES AND CONSOLIDATED F U N D 

STANDING SERVICES 
£ million 

1977-78 1978-79 Forecast 

Budget 
forecast 

Outturn Before Budget 
changes 

After Budget 
changes 

SUPPLY SERVICES 

I . Defence 
n . Overseas Aid and other Overseas Services 

i n . Agriculture, Fisheries, Food and Forestry 
IV. Trade, Industry and Employment 
VI. Roads and Transport 

VLT. Housing 
VIII . Other Environmental Services 

IX. Law, Order and Protective Services 
X. Education and Libraries, Science and Arts 

XI . Health and Personal Social Services 
XH. Social Security 

X m . Other Public Services 
XTV. Common Services ... 
XV. Northern Ireland 

XVII. Rate Support Grant, Financial Transactions, etc. 

6,298 
962 
502 

2,945 
1,235 
2,449 

217 
1,145 
1,575 
5,578 
5,025 

982 
988 
528 

7,511 

6,754 
1,065 

653 
2,683 
1,261 
2,498 

234 
1,182 
1,645 
6,015 
5,227 
1,032 
1,023 

884 
7,887 

6,886 
1,062 

535 
3,039 
1,266 
2,618 

299 
1,249 
1,740 
6,163 
6,683 
1,071 
1,157 

592 
7,968 

6,886 
1,062 

535 ' 
3,039 
1,266 
2,618 

299 
1,249 
1,740 
6,163 
6,683 
1,071 
1,157 

592 
7,968 

Total . 37,940?) 40,043 42,328 42,328?) 

Allowance for price changes (rounded) 
Supplementary provision O 

2,200 
9 — 

2,400 
1,450 

2,400 
1,450 

TOTAL SUPPLY SERVICES at estimated outturn prices ... 40,149 40,043 46,178 46,178 

CONSOLIDATED FUND STANDING SERVICES 

Payment to the National Loans Fund in respect of 
service of the national debt 

Northern Ireland—share of taxes, etc 
Payments to the European Communities, etc 
Contingencies Fund 
Other services ... 

1,740 
688 
895 

17 

2,220 
689 
977 
43 
17 

3,160 
786 

1,237 

17 

3,160 
786 

1,237 

17 

TOTAL CONSOLIDATED FUND STANDING SERVICES 3,340 3,946 5,200 5,200 

Total 43,489 43,989 51,378 51,378 

0) At 1977-78 Estimate prices. 
(*) At 1978-79 Estimate prices. 
(3) For 1978-79 this includes further provision for subscription of capital to the British Steel Corporation under section 18(1) of the Iron and Steel 
Act 1975, within the Corporation's cash limit (statement by the Secretary of State for Industry, 22 March 1978); reallocation as between Supply 
Services and the National Loans Fund of government financing of the National Enterprise Board notably for British Leyland (statement by the 
Secretary of State for Industry, 3 April 1978), and the net increase in Supply Votes to take account of the allocations from the contingency reserve 
described in the Budget Statement. 
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TABLE 11. SUMMARY OF NATIONAL LOANS FUND RECEIPTS AND PAYMENTS 

£ million" 

- - - • - 1977-78 1978-79 Forecast 

Budget 
forecast 

Outturn Before Budget 
changes 

After Budget 
changes 

RECEIPTS 

Interest on loans, profits of the Issue Department of the 
Bank of England, etc 3,560 2,972 3,240 3,240 

Service of the National Debt—balance met from the 
Consolidated Fund . •, 1,740 2,220 3,160 3,160 

TOTAL RECEIPTS , 5,300 5,192 6,400 6,400 

PAYMENTS 

SERVICE 'ttp THE NATKJNAL DEBT 

Merest 5,200 5,101 6,300 6,300 

Management and expenses ... 100 91- ioo 100 

TOTAL .. . 5,300 5,192 6,400 6,400 

LOANS CNETX 1) 

To nationalised industries ,.. ... ... ... 84 -695 -273 -273 

To other public corporations 994 811 294 294 

To local and harbour authorities ... ... 730 1,034 1,123 1,123 

To .private sector , - 6 - 7 - 4 - 4 

Within central government ... 86 -199 100 100 

TOTAL .. . 1,888 944 1,240 1,240 

TOTAL PAYMENTS . . . . . . . . . 7,188 6,136 7,640 7,̂ 40 

(') Details in Tables 12 and 13. 
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TABLE 12. LOANS FROM THE NATIONAL LOANS FUND 

(Net issues) 
£ million 

1977-78 
1978-79 

Budget 
Forecast 

Outturn 
Forecast 

LOANS TO NATIONALISED INDUSTRIES (see Table 13) 
Other National Oil Account transactions 

260 
- 1 7 6 

- 6 0 3 
- 9 2 

- 1 9 
- 2 5 4 

TOTAL 84 - 6 9 5 - 2 7 3 

LOANS TO OTHER PUBLIC CORPORATIONS(1): 
New Towns—Development Corporations and Commission ... 
Scottish Special Housing Association 
Housing Corporation 
Covent Garden Market Authority 
Civil Aviation Authority 
Regional Water Authorities 
National Enterprise Board 
Scottish Development Agency 
Welsh Development Agency 
Land Authority for Wales 
Development Board for Rural Wales 
Royal Mint 
Royal Ordnance Factories 
Property Services Agency Supplies Division 
Less shortfall and borrowing from other sources 

403 
43 
39 

6 
10 

455 
182 

6 
2 
3 

- 1 
- 4 

- 1 5 0 

336 
34 
8 

13 
90 

327 
2 
3 
3 
3 

- 3 
- 4 
- 1 

420 
47 
42 

1 
14 

110 
- 2 0 4 

8 
5 
4 
4 

- 3 
- 4 

- 1 5 0 

TOTAL 994 811 294 

LOANS TO LOCAL AND HARBOUR AUTHORITIES: 
Local Authorities 
Harbour Authorities 

700 
30 

1,027 
7 

1,100 
23 

TOTAL 730 1,034 1,123 

LOANS TO PRIVATE SECTOR: 
Shipbuilding Industry Board 
Building Societies 
British Nuclear Fuels Ltd 

- 1 
- 3 
- 2 

- 6 
- 1 

- 1 
- 3 

TOTAL - 6 - 7 - 4 

LOANS WITHIN CENTRAL GOVERNMENTC) : 
Northern Ireland 86 - 1 9 9 100 

TOTAL 86 - 1 9 9 100 

Total—Net Lending 1,888 944 1,240 

(') Differences from the figures given in Table 12 of the Financial Statement and Budget Report 1977-78 (H.C. 271) reflect changes of classification. 
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TABLE 13. FINANCING OF CAPITAL REQUIREMENTS OF THE NATIONALISED INDUSTRIES 

1977-78 Estimated Outturn 
£ million 

Capital requirements^) Financed by0 

External finance 
Nationalised Industries 

Fixed Total Govern Issues of Net Net Other 
assets internal ment public borrowing foreign domestic 
in the Other Total resources grarits(3) dividend from the borrowing borrowing/ Leasing Total 
U.K. capital NLF 

borrowing 
lending 

Leasing 

(PDC) 
lending 

National Coal Board 342 56 398 64 75 95 136 12 16 334 
Electricity (England and Wales) 674 68 742 721 8 — -110 -284 367 40 21 
North of Scotland Hydro-Electric Board 65 8 73 17 13 — - 39 4 56 
South of Scotland Electricity Board ... 49 - 4 45 . 70 — — 13 -46 8 -25 
British Gas Corporation 225 49 274 764 —. — -556 -16 64 18 -490 
British National Oil Corporation 184 18 202 -16 — — -248(4) 466 218 
British Steel Corporation 514 21 535 -265 — 444 216 136 -21 25 800 
Post Office 888 166 1,054 1,092 — — -39 -12 1 12 -38 
British Airways Board 204 -10 194 123 — 10 -23 11 1 72 71 
British Airports Authority 41 5 46 42 5 — - 1 — — 4 
British Railways Board 303 -150 153 -404 511 — 1 17 22 6 557 
British Transport Docks Board 11 1 12 25 — — - 6 — - 7 -13 
British Waterways Board 2 .— 2 . -14 15 — 1 — — 16 
National Freight Corporation ... 32 2 34 2 31 — — - 6 - 2 9 32 
National Bus Company 45 —. 45 - 5 43 — — — — 7 50 
Scottish Transport Group 11 — 11 2 10 — - 2 — 1 9 
British Aerospace 19 7 26 67 — 27 17 *— -85 -41 
British Shipbuilders 33 36 69 4 30 — — 35 — — 65 

TOTAL 3,642 273 3,915 2,289 741 481 -603 441 361 205 1,626 

(') The capital value of leased assets is included; a convention of nil dividends on PDC is adopted. 
(*) Comprising balance of revenue, depreciation and provisions, sales of fixed assets and other capital receipts (including Regional Development Grants). 
(0 Shows subsidies and capital grants received in the year. 
(*) Includes finance from royalty and licence fee revenues in the National Oil Account. 

TABLE 13. FINANCING OF CAPITAL REQUIREMENTS OF THE NATIONALISED INDUSTRIES (continued.) 

1978-79 Forecast 
£ miUion 

Capital requirementsC) Financed by(') 

External finance 
Nationalised industries 

Fixed assets Other Total Total internal Government Net 
in the U.K. resources(2) grants0 borrowing resources(2) 

issues of PDC Total(7) 
and leasing 

National Coal Board 506 160 666 41 100 525 625 
Electricity (England and Wales) 709 61 770 845 5 -80 -75 
North of Scotland Hydro-Electric Board ... 78 29 107 17 11 79 90 
South of Scotland Electricity Board 79 66 145 67 — 78 78 
British Gas Corporation 273 25 298 470 — -172 -172 -
British National Oil Corporation 271 59 330 71 — 259(4) 259 
British Steel Corporation 500 155 655 -220 — 875 875 
Post Office, ... ... 1,045 63 1,108 1,141 — -33 -33 
British Airways Board 245 14 259 200 •— 59 59 
British Airports Authority 43 7 50 49 1 — 1 
British Railways Board 350 -139 211 -435 5680 78 6460 
British Transport Docks Board 15 3 18 25 — - 7 - 7 . 
British Waterways Board 3 — 3 -19 21 1 22 
National Freight Corporation 36 8 44 12 13 19 32 
National Bus Company 55 5 60 - 7 500 17 670 
Scottish Transport Group 15 — 15 — 140 1 150 
British Aerospace Corporation 31 55 86 74 — 12 12 
British Shipbuilders 40 - 5 35 -48 37 46 83 
Deduction for shortfall -700 — -700 — — -700 -700 

TOTAL 3,594 566 4,160 2,283 820 1,057(6) 1,877 

(*) The capital value of leased assets is included; a convention of nil dividends on PDC is adopted. 
i2) Comprising balance of revenue, depreciation and provisions, sales of fixed assets and other capital receipts (including Regional Development Grants). 
(*) Shows subsidies and capital grants to be received in the year. 
(*) Includes finance from royalty and licence fee revenues in the National Oil Account. 
( s) Includes local government grants. 
(6) Of which: Government loans —19 

Foreign borrowing — 
Other domestic borrowing/lending —82 
PDC issues and other issues under Section 18 of the Iron and Steel Act 1975 1,033 
Leasing 125 

O Except in the case of BNOC, the figure shown against each industry is its cash limit for the year. 
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TABLE 14. CENTRAL GOVERNMENT TRANSACTIONS BY ECONOMIC CATEGORY 

£ million 

© 

1977-78 1978-79 Forecast 1977-78 1978-79 Forecast 

Budget 
forecast^) 

Estimated 
outturn 

Before 
Budget 
changes 

After 
Budget 
changes 

Budget 
forecast(') 

Estimated 
outturn 

Before 
Budget 
changes 

After 
Budget 
changes 

CURRENT RECEIPTS 
Taxes on income 
National insurance contributions ... 
National health contributions 
Redundancy fund contributions ... 
Taxes on expenditure 
Gross trading surplusp) 
Rent(J) 
Capital consumption )̂ 
Interest, dividends from— 

20,480 
8,640 

655 
120 

16,018 
- 9 
48 

318 

20,649 
8,840 

689 
165 

16,066 
-25 

37 
318 

25,875 
9,165 

766 
186 

17,850 
- 7 
44 

359 

23,690 
9,165 

766 
186 

17,830 
- 7 
44 

359 

CURRENT EXPENDITURE 
Current expenditure on goods and 

services 
Subsidies 
Debt interest 
Current grants to— 

Local authorities 
Personal sector 
Abroad 

17,861 
2,699 
4,379 

9,634 
15,210 
1,237 

17,636 
2,956 
4,741 

9,520 
15,134 
1,237 

19,399 
2,951 
5,706 

10,347 
17,850 
1,429 

19,399 
2,951 
5,706 

10,347 
17,850 
1,429 

Local authorities 
Public corporations 
Other 

1,244 
1,704 

471 

1,262 
1,531 

719 

1,371 
1,595 

877 

1,371 
1,595 

877 

Total current expenditure 
Current deficitO 

51,020 
-1,331 

51,224 
-973 

57,682 
399 

57,682 
-1,806 

TOTAL 49,689 50,251 58,081 55,876 TOTAL 49,689 50,251 58,081 55,876 
CAPITAL RECEIPTS 

Current deficitO 
Taxes on capital 

-1,331 
895 

-973 
916 

399 
950 

-1,806 
935 

CAPITAL EXPENDITURE 
Gross domestic fixed capital 

formation 
Increase in value of stocks 
Capital grants to— 

Local authorities 
Public corporations 
Private sector 

1,345 
62 

286 
230 

1,156 

1,204 
106 

255 
486 

1,252 

1,409 
110 

292 
307 

1,338 

1,409 
110 

292 
307 

1,338 
TOTAL 

Financial dencit 
-436 
3,515 

-57 
3,360 

1,349 
2,107 

-871 
4,327 

CAPITAL EXPENDITURE 
Gross domestic fixed capital 

formation 
Increase in value of stocks 
Capital grants to— 

Local authorities 
Public corporations 
Private sector 

1,345 
62 

286 
230 

1,156 

1,204 
106 

255 
486 

1,252 

1,409 
110 

292 
307 

1,338 

1,409 
110 

292 
307 

1,338 

TOTAL 3,079 3,303 3,456 3,456 TOTAL 3,079 3,303 3,456 3,456 

FINANCIAL TRANSACTIONS: RECEIPTS 
Receipts from certain pension 

schemes (net) 
Accruals adjustment 
Miscellaneous capital transactions 

(net) 
Borrowing requirement 

(net balance)— 
Increase in net indebtedness to 

Bank of England Banking 
Department 

Increase in notes and coins in 
circulation 

Increase in non-marketable debt 
Net receipts from domestic 

market transactions 
Other domestic transactions 
Direct borrowing (net) from 

overseas governments and 
institutions (including IMF) ... 

Net change in gold and foreign 
currency reserves (increase —) 

Overseas transactions in market
able debt 

168 
-516 

57 

195 
-738 

364 

800 

1,280 
1,940 

5,701 
-30 

718 

-6,335 

420 

79 
-810 

308 

79 
-550 

308 

FINANCIAL TRANSACTIONS: 
EXPENDITURE 

Financial dencit 
Net lending to— 

Local authorities 
Public corporations 
Private sector 

Net lending to overseas govern
ments 

Drawings from United Kingdom 
subscriptions to international 
lending bodies 

Other net lending and transactions 
abroad 

Cash expenditure on company 
securities (net) 

3,515 

700 
2,065 

179 

86 

193 

406 

-576 

3,360 

1,038 
590 

-51 

-13 

168 

-262 

-515 

2,107 

1,122 
1,893 

64 

-14 

179 

54 

149 

4,327 

1,122 
1,893 

64 

-14 

179 

54 

149 

Total borrowing requirement 6,859 4,494 5,977 7,937 

TOTAL 6,568 4,315 5.554 7,774 TOTAL 6,568 4,315 5,554 7,774 

(') Differences from the figures given in Table 14 of the Financial Statement and Budget Report 1977-78 (H.C. 271) reflect changes in classification. 
O Before allowing for depreciation and stock appreciation. 
O Imputed charge for consumption of non-trading capital. 

TABLE 15. CENTRAL GOVERNMENT TRANSACTIONS BY ECONOMIC CATEGORY 

Analysis and reconciliation by fund—1977-78 estimated outturn 
£ million 

Consolidated Fund National Loans Fund 
Other central 

Total central 
government Receipts positive/payments negative 

Taxation 
and other 
receipts 

Supply 
services 

Standing 
services and 

deficit 
Receipts Payments 

government 
funds and 

accounts(') 

Total central 
government 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowingxequirementt2) ... 

20,626 

15,024 
185 
967 

-10 
660 

-23 
59 

172 

— 
5 

6,160 

— 

33 
9,034 
1,065 

800 
-402 

-1,666 

20,649 
9,694 

16,066 
1,049 

737 
4,494 

TOTAL 36,802 858 — 6,165 — 8,864 52,689 

(ii) Interest and dividends received from local authorities and public 
corporations ... • 55 — — 2,596 — 142 2,793 

TOTAL RECEIPTS . . . . . . 36,857 858 — 8,761 - 9,006 55,4820 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest • 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation 
Other capital expenditure 

138 

14 
102 

3 
998 

-16,551 
-29 

-5,286 
-3,105 
-1,149 
-1,580 

-14 

-1 
-941 

-38 

— -21 
-4,204 

7 

-1,188 
-508 

-9,861 
-249 
-58 
-72 

-17,636 
-4,741 

-15,134 
-4,193 
-1,204 

-685 

TOTAL . . . . . . • 1,255 -27,700 -994 — -4,218 -11,936 -43,593 

(ii) Grants and net lending to local authorities and public corporations ... 11 -10,208 - — -1,150 -542 -11,889 

TOTAL EXPENDITURE 1,266 -37,908 -994P) — -5,368 -12,478 -55,4820 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 
Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Other loans and advances 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue ... 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 

13 
294 
343 

-1,537 
-750 

43 
- 5 

-294 
-450 

-689 
-43 

-2,220 

5,2160 

2,591 

-5,216 

199 

-967 

1,537 
1,240 

588 

107 

— 

TOTAL INTERNAL TRANSACTIONS 650 -2,993 2,264 -2,625 -768 3,472 — 

Grand Total (A, B and C) 38,773(«) -40,043(5) 1,270 6,136(') -6,136(') — — 

(') Includes National Insurance Fund and the Northern Ireland central government: also includes imputed charge for consumption of non-trading capital and sundry adjustments (timing, etc.). 
O The borrowing requirement of the central government comprises the borrowing of the National Loans Fund (i.e. the Fund's net borrowing together with changes in Exchange Equalisation 
Account sterling capital) less any surplus (or plus any deficit) on the National Insurance Fund and changes in departmental balances invested in governmental debt, etc. 
O As included within Table 14. 
O As included in Table 9. 
O As included in Table 10. 
CO As included in Table 8. 
O As included in Table 11. 



TABLE 15—continued. CENTRAL GOVERNMENT TRANSACTIONS BY ECONOMIC CATEGORY 

Analysis and reconciliation by fund—1978-79 forecast after Budget changes 
£ million 

Receipts positive/payments negative 

Consolidated Fund National Loans Fund 
Other central 
government 
funds and 
accounts(') 

Total central 
government 

Receipts positive/payments negative 
Taxation 
and other 
receipts 

Supply 
services 

Standing 
services and 

deficit 
Receipts Payments 

Other central 
government 
funds and 
accounts(') 

Total central 
government 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowing requirement (net balanceX2) 

TOTAL 

(ii) Interest and dividends received from local authorities and public 

corporations 

TOTAL RECEIPTS 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation ... 
Other capital expenditure 

TOTAL 

(ii) Grants and net lending to local authorities and public corporations ... 

TOTAL EXPENDITURE 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 

Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 
Allowance for price changes (rounded) 

TOTAL INTERNAL TRANSACTIONS 

Grand Total (A, B and C) 

23,485 

16,936 
119 
988 

- 1 0 
718 

- 2 4 
103 
54 

-

2 

9,872 

— 215 
9,399 

918 
1,049 
- 2 7 0 

- 1 , 9 3 5 

23,690 
10,117 
17,830 

1,273 
772 

7,937 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowing requirement (net balanceX2) 

TOTAL 

(ii) Interest and dividends received from local authorities and public 

corporations 

TOTAL RECEIPTS 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation ... 
Other capital expenditure 

TOTAL 

(ii) Grants and net lending to local authorities and public corporations ... 

TOTAL EXPENDITURE 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 

Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 
Allowance for price changes (rounded) 

TOTAL INTERNAL TRANSACTIONS 

Grand Total (A, B and C) 

41,528 

63 

841 9,874 

2,787 

9,376 

116 

61,619 

2,966 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowing requirement (net balanceX2) 

TOTAL 

(ii) Interest and dividends received from local authorities and public 

corporations 

TOTAL RECEIPTS 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation ... 
Other capital expenditure 

TOTAL 

(ii) Grants and net lending to local authorities and public corporations ... 

TOTAL EXPENDITURE 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 

Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 
Allowance for price changes (rounded) 

TOTAL INTERNAL TRANSACTIONS 

Grand Total (A, B and C) 

41,591 841 — 12,661 — 9,492 64 ,585« 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowing requirement (net balanceX2) 

TOTAL 

(ii) Interest and dividends received from local authorities and public 

corporations 

TOTAL RECEIPTS 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation ... 
Other capital expenditure 

TOTAL 

(ii) Grants and net lending to local authorities and public corporations ... 

TOTAL EXPENDITURE 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 

Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 
Allowance for price changes (rounded) 

TOTAL INTERNAL TRANSACTIONS 

Grand Total (A, B and C) 

190 

16 
287 

130 

-17 ,352 
- 2 5 

- 6 , 6 2 8 
-3 ,281 
- 1 , 2 9 4 
- 1 , 8 9 6 

- 1 4 

- 1 
- 1 , 1 6 2 

- 7 7 

— 

- 3 0 
-5 ,273 

4 

-2 ,193 
- 4 0 8 

-11 ,237 
- 2 2 4 
- 1 1 5 

- 4 1 

-19,399 
- 5 , 7 0 6 

-17 ,850 
- 4 , 3 8 0 
-1 ,409 
- 1 , 8 8 0 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowing requirement (net balanceX2) 

TOTAL 

(ii) Interest and dividends received from local authorities and public 

corporations 

TOTAL RECEIPTS 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation ... 
Other capital expenditure 

TOTAL 

(ii) Grants and net lending to local authorities and public corporations ... 

TOTAL EXPENDITURE 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 

Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 
Allowance for price changes (rounded) 

TOTAL INTERNAL TRANSACTIONS 

Grand Total (A, B and C) 

623 

9 

-30 ,476 

-11 ,426 

- 1 , 2 5 4 - 5 , 2 9 9 

- 1 , 1 4 4 

-14 ,218 

- 1 , 4 0 0 

-50 ,624 

-13,961 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowing requirement (net balanceX2) 

TOTAL 

(ii) Interest and dividends received from local authorities and public 

corporations 

TOTAL RECEIPTS 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation ... 
Other capital expenditure 

TOTAL 

(ii) Grants and net lending to local authorities and public corporations ... 

TOTAL EXPENDITURE 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 

Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 
Allowance for price changes (rounded) 

TOTAL INTERNAL TRANSACTIONS 

Grand Total (A, B and C) 

632 -41 ,902 -1 ,254(0 — -6 ,443 -15 ,618 - 6 4 , 5 8 5 0 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowing requirement (net balanceX2) 

TOTAL 

(ii) Interest and dividends received from local authorities and public 

corporations 

TOTAL RECEIPTS 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation ... 
Other capital expenditure 

TOTAL 

(ii) Grants and net lending to local authorities and public corporations ... 

TOTAL EXPENDITURE 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 

Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 
Allowance for price changes (rounded) 

TOTAL INTERNAL TRANSACTIONS 

Grand Total (A, B and C) 

13 
317 
193 

-1 ,891 
- 3 8 8 

- 5 
- 3 1 7 
- 1 1 6 

- 2 , 4 0 0 

- 7 8 6 
- 3 , 1 6 0 

8 ,6320 

3,611 

- 8 , 6 3 2 

- 1 0 0 
- 1 , 0 9 7 

1,891 
1,274 

638 

- 7 7 

2,400 

— 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowing requirement (net balanceX2) 

TOTAL 

(ii) Interest and dividends received from local authorities and public 

corporations 

TOTAL RECEIPTS 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation ... 
Other capital expenditure 

TOTAL 

(ii) Grants and net lending to local authorities and public corporations ... 

TOTAL EXPENDITURE 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 

Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 
Allowance for price changes (rounded) 

TOTAL INTERNAL TRANSACTIONS 

Grand Total (A, B and C) 

523 - 5 , 1 1 7 4,686 -5 ,021 - 1 , 1 9 7 6,126 — 

A. RECEIPTS 
(i) Items entering into public sector receipts (see Table 7) 

Taxes on income 
National insurance contributions, etc 
Taxes on expenditure 
Other current receipts 
Taxes on capital and other capital transactions (net) 
Borrowing requirement (net balanceX2) 

TOTAL 

(ii) Interest and dividends received from local authorities and public 

corporations 

TOTAL RECEIPTS 

B. EXPENDITURE 
(i) Items entering into public sector expenditure (see Table 7) 

Current expenditure on goods and services 
Debt interest 
Current grants to personal sector 
Other current expenditure 
Gross domestic fixed capital formation ... 
Other capital expenditure 

TOTAL 

(ii) Grants and net lending to local authorities and public corporations ... 

TOTAL EXPENDITURE 

C. TRANSACTIONS WITHIN CENTRAL GOVERNMENT 

Grant to National Insurance Fund 
Northern Ireland central government: transfers and loans 
Debt interest (including profits of Issue Department) 
B.B.C. licence revenue 
Surplus receipts for surrender, etc. 
Dencit on Consolidated Fund 
Allowance for price changes (rounded) 

TOTAL INTERNAL TRANSACTIONS 

Grand Total (A, B and C) 42,7460) -46,178(') 3,432 7 ,6400 - 7 , 6 4 0 0 — — 

(0 Includes National Insurance Fund and the Northern Ireland central government; also includes imputed charge for consumption of non-trading capital and sundry adjustments (timing, prices 

(*) The borrowing requirement of the central government comprises the borrowing of the National Loans Fund, less any surplus (or plus any deficit) on the National Insurance Fund and changes 
m departmental balances invested in government debt, etc. 
O As included within Table 14. 
O As included in Table 9. 
O As included in Table 10. 
(*) As included in Table 8. 
(') As included in Table 11. 

t*> 



PROPOSED CHANGES IN TAXATION—continued 

INLAND REVENUE—continued 

Income tax and corporation tax 
I t is proposed to introduce an initial allowance of 
20 per cent for capital expenditure on agricultural 
buildings and works. 

I t is proposed to introduce capital allowances for 
expenditure on hotel buildings at the rate of 4 per cent 
per annum with an initial allowance of 20 per cent. 

I t is proposed to introduce provisions under which, 
following the grant of a lease of more than 50 years 
of an industrial building, the lessee may become 
entitled to industrial buildings allowances instead of 
the lessor. 

I t is proposed to make provision with retrospective 
effect against the avoidance of tax by partnerships 
(other than partnerships between individuals) dealing 
in commodity futures. 

I t is proposed to make provision with effect from 
3 December 1976 against the avoidance of tax by the 
sale of land with a right to repurchase. 

Corporation tax 
I t is proposed for the financial year 1977 to increase 
the lower and upper limits for the " small companies " 
rate of corporation tax from £40,000 and £65,000 to 
£50,000 and £85,000 respectively. 

I t is proposed to give further relief from apportionment 
to close trading companies for accounting periods 
ending after Budget Day. 

I t is proposed to reduce to 10 per cent the rate of 
corporation tax on the chargeable gains of an author
ised unit trust or approved investment trust as from 
1 April 1977. 

Corporation tax and capital gains tax 
I t is proposed to provide relief for guarantee payments 
or losses incurred in respect of certain loans made to 
traders. 

Capital gains tax 
I t is proposed to replace the small disposals exemption 
and the alternative basis of charge by an exemption for 
individuals of the first £1,000 of net annual gains, with 
a lower rate of 15 per cent on the excess for gains up 
to £5,000 and a marginal relief for gains between 
£5,000 and £9,500. 

I t is proposed to provide a rollover relief for gifts, 
including partial gifts, of business assets and to make 
some improvements in the relief available for the 
replacement of business assets. 

I t is proposed to increase the maximum figure of gains 
eligible for exemption under the retirement relief 
provisions from £20,000 to £50,000. 

Capital transfer tax 
I t is proposed to amend the law relating to deeds of 
family arrangements and disclaimers. 

I t is proposed to amend the provisions relating to 
settled property. 

I t is proposed to extend the relief available for transfers 
to employee trusts. 

I t is proposed to prevent the avoidance of tax when 
certain insurance policies are taken out for the benefit 
of another person. 

CUSTOMS AND EXCISE 

Surcharges and rebates in respect of revenue duties 
I t is proposed to extend for a further year the existing 
powers under Section 9 of the Finance Act 1961 which 
enable the Treasury by Order to impose a surcharge or 
allow a rebate in respect of the main revenue duties of 
customs and excise. 

Value added tax 
I t is proposed to amend Section 20 (1) aqd Schedule 1 
to the Finance Act 1972 relating to value added tax, 
so as to increase the registration limit to £10,000 per 
annum from 12 April 1978 and the deregistration limit 
to £8,500 per annum from 1 July 1978.' 

34 

PROPOSED CHANGES IN TAXxnoftr^-continued 

CUSTOMS' ATMEt EXCISE—continued 

I t is proposed to amend the law to enable tif& Gofn^ 
missioners of Customs and Excise to deregjster a 
person who has ceased to be liable to be regisTered, by 
virtue of paragraph 2 of Schedule 1 to the Finance Act 
1972, and who has failed to comply with the legal 
provisions relating to submission of returns or payment 
of value added tax. 

I t is proposed to introduce certain reliefs from the 
liability to value added tax in respect of bad. debts 
where the debtor becomes formally insolvent. 

Tobacco 
I t is proposed that from 4 September 1978 the specific 
rate of the excise duty on cigarettes shall be increased 
by £2-25 per 1,000 cigarettes in respect of cigarettes 
with a tar yield of 20 mg or more. 

Gaming licence duty 
I t is proposed to amend the Betting and Gaming Act 
1972 to provide that the gaming licence duty chargeable 
in Scotland for a period beginning after 31 March 1978 
shall be based on the rateable value in force on that 
date. 

Anti-dumping duties 
I t is proposed to make amendments to the law relating 
to anti-dumping measures, to enable the United 
Kingdom to impose duties of customs on third country 
goods to give effect to obligations arising from its 
membership of the European Coal and Steel Com
munity, 

3 5 



TABLE 16. FORECAST EFFECTS OF CHANGES IN TAXATION 

Incoi 
I t is 
20 p 
build 

I t is 
expei 
per i 

I t is 
folio 
of a 
entitl 
theli 

I t is 
effect 
(oths 
in co 

I t is 
3 De 
sale • 

Corp 
I t is 
theli 
rate 
£50,( 

I t is ] 
to c 
endii 

I t is 
corpi 
ised 
1 Ap 

The effects shown are direct effects: i.e. the difference between the yields of pre-Budget and post-Budgej 
tax rates at the same levels of income and activity. The expenditure tax figures do, however, allow for the effect^ 
of relative price changes on the composition of consumers' expenditure. 

£ million 

Surcl 

I t is 
powe 
enab 
allov, 
custc 

Forecast for 
1978-79 

Forecast for 
a full year 

INLAND REVENUE 
Income tax 

Increase in single allowance by £40 and married allowance by £80 
Increase in additional personal allowance by £40 
Increase in age allowance by £50 (single) and £100 (married), and in income 

limit ... ... 
Introduction of lower rate on first £750 

' Extension of basic Tate band by £250 to £6,250 • . 
Changes in,higher rate bands , 
Increase, in, investment income surcharge thresholds... 
ExerhptiSri. of maintenance payments from surcharge 
Increase in child's earned income limit ... 
Change iri treatment Of overseas profits of self-employed 
Loss relief against general income for new traders 
Averaging relief for farmers 
Change to Schedule D assessment for certain divers 

- 4 1 5 . 
- 4 

- 5 3 
-1 ,317 

- 5 2 
- 6 4 
- 3 

Negligible 
Negligible 
Negligible 
Negligible 
Negligible 
A - 9 

- 5 0 0 
- 5 

- 6 7 , 
-1 ,569 

- 6 6 
- 1 4 0 

- 3 1 
- 1 
- 5 

- 1 0 

- ioo 
- l 

Income tax and corporation tax 
Initial allowance for capital expenditure on agricultural buildings 
Allowances for capital expenditure on hotel buildings 
Industrial buildings allowances: long leases 

Negligible 
Negligible 
Negligible 

-20(2) 
- 1 5 ( 2 ) 
- 2 

Corporation tax 
Increase in limits for small company relief 
Further relief from apportionment 
Decrease in rate on chargeable gains of certain trusts 

- 1 1 
Negligible 

- 7 

- 2 0 
- 2 

- 1 1 

Corporation tax and capital gains tax 
Relief for losses on loans Negligible - 5 

Capital gains tax 
Exemption and lower rate band 
Rollover relief for lifetime gifts of business assets 
Increase of exemption under retirement relief provisions 

- 1 5 -65C) 
- 5 
- 5 

TOTAL INLAND REVENUE -1 ,950 -2 ,560 

CUSTOMS AND EXCISE 
Value added tax 

Increase in registration limits 
Bad debt relief 

- 5 
- 1 5 

- 1 5 
- 3 5 

Excise duties 
Increase in duty on higher tar cigarettes + 10 +25 

TOTAL CUSTOMS AND EXCISE - 1 0 - 2 5 

Total -1,960 -2,585 

Forecast for 
1979-80 

Forecast for 
a full year 

Inland Revenue: Changes to take effect in 1979-80 
Relief for profit sharing^) 
Increase in threshold for benefits in kind 

- 2 5 
- 3 , 

- 1 0 0 
- 4 

(') The cost in 1979-80 will be £3 miUion. 
C2) The cost in 1979-80 will be £5 million for agricultural buildings and £5 million for hotels. 
O The cost in 1979-80 will be £40 million. 
(')The tax loss will depend on the extent of participation in profit sharing schemes, but might eventually exceed £100 million: the estimate of 
the cost in 1979-80 is speculative. 
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