CHAPTER 5
LOCAL AUTHORITIES

THE LOCAL AUTHORITY SECTOR

SCOPE OF THE SECTOR

Substantially all local bodies (other than companies
trading for profit) which are authorised to levy or order
to be levied rates, taxes, tolls or dues, are obliged to
submit annual financial returns under Part X1 of the
Local Government Act of 1933.~ The boundaries of
this sector are thus drawn so as to embrace all those
‘public authorities of limited geographical scope’
(C.S.0. [73], p. 306) which have power to raise funds
by certain forms oflocal taxation, and which are treated
as local authorities - with respect to their obligation to
make an annual return ofincome and expenditure - by
the Ministry of Housing and Local Government (or its
predecessors the Ministry of Health, from 1920 to 1951
and, prior to that, the Local Government Board) and

the corresponding Scotland and

departments In
Northern Ireland.®

It includes such general administrative bodies as
county, borough, district and parish councils and also
local bodies with special functions such as Boards of
Guardiansofthe Poor (abolished asfrom 1 April1930),the
Mersey Docks and Harbour Board, the Port of London
Authority (from 1909/10), the Metropolitan W ater
Board’(from 1913/14) and the Metropolitan Police.

The local authority accounts are presented In the
same categories as those adopted for the Central
Government and the principles discussed in Chapter 4
(including the elimination of transactions within the
sector) are also applicable here.

The estimates are set out In siIX sections:

5.1 Income from rates and taxes on expenditure, 1870-1965
Gross trading surplus and rent, interest and dividends,
1900-65
Grants from the Central Government, 1900-65
Current expenditure on goods and services at current
and constant prices, 1870-1965
Subsidies, grants and debt interest, 1900-65

Capital expenditure and transactions in financial
assets, 1920-38

For 1855-1919 and 1939-65 capital expenditure 1is
covered separately in Chapter 9.0.

Since all six sections have a common source ofinfor-
mation in the returns submitted by the local authorities
we turn next to a general description of the data and of
the problems encountered in constructing the required
national accounting categories. More specific problems
of definition and estimation are dealt with iIn the

Individual sections.

SOURCES AND METHODS OF ESTIMATION

From 1946 onwards all the estimates are those prepared
by the C.S.0. and published Iin the Blue Books. The
estimates for this period are not specifically discussed
In this chapter but the basic sources have changed
little from those available in the inter-war period (more
precisely, since 1929/30) and the methods of estimation
are essentially the same as those described in full below.
See also C.S.0. [73], pp. 306-19.

For 1939-45 C.S.0. estimates [7/7, 1951]
were used wherever it was possible to accept or adapt
the definitions then applied. For other series new esti-
mates were derived from the original sources or
Statistical Abstracts and data was also taken from the
study by Peacock and Wiseman [226].

For 1920-38 a complete set of estimates was prepared
In 1947-8 by Professor J. E. G. Utting, but the results
were not published. The work was done with excep-
tional care and attention to detail and was accom-
panied by a memorandum on the sources and methods
of estimation, and this forms the basis for many of the
succeeding pages of this chapter. It has been necessary
to adjust most of the items so as to conform with
current definitions, but the Iinformation required for
this was generally available In the very detailed
accounts and worksheets compiled by Utting. | have

There are corresponding acts for Scotland and for
Northern Ireland. Prior to 1933 the same obligation was
Imposed, e.g. by the local Taxation Returns Acts of 1860
and 1877.

Prior to 1920 the estimates also include Southern Ireland
and the relevant body in this period was the Local Govern-
ment Board for Ireland.
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also added the purpose classification of expenditure on
goods and services and the estimates at constant prices.

For 1870-1920™ | have made new estimates for some
series, or for part of the period, without, however going
through the elaborate procedures for estimating missing
items carried out by Utting for the inter-war years;
and otherwise have relied on the work by Jefiferys and
W alters [184] and unpublished estimates kindly made
available by J. Veverka.

The briefnote on sources and methods which follows
IS written with specific reference to the estimates pre-
pared for 1920-38 by Utting, but most of it is equally
applicable to earlier and later years.

For 1920-38 the basic source of information for local
authorities in England and Wales was the return Local
Government Financial Statistics [22] (prior to 1934/5
Annual Local Taxation Returns [10]) prepared and pub-
lished by the Ministry of Health for every financial
year (ending 31 March). From 1929/30 to 1936/7 the
form of publication was virtually unaltered. For each
of these years tliere were three main volumes (Parts |-
111) and a summary. Since 193"~7 the summary
has been published.

The summary aggregated the figures for all authori-
ties In England and Wales, analysing their transac-
tions service by service and by type of income and
expenditure, but eliminating, as far as possible, transac-
tionsofonelocal authority with another; it also excluded
certain transfers from one account to another of the
same council, where both accounts were of the same
type, but it retained transfers between accounts of
different types (e.g. from rate fund account to trading
services or to capital account) .2 The summary tables
thus show the transactions of local authorities with the
rest of the economy, excluding internal transfers except
iInsofar as they are from one kind ofaccount to another.
They make It possible to pick out certain transactions
petween rate fund and trading services as well as with
nodies outside the local authority sector, and from that
noint ofview are excellently suited to an analysis show-
Ing the interactions oflocal authority trading enterprises
and local authority non-trading services with one
another and with the outside world. For the years for
which summary tables are available, the more detailed
analyses by class ofauthority can practically beignored.

For years prior to 1929/30, however, there were no
summary tables In the published volumes of Local
Taxation Returns; and, although the details ofindividual
authorities and classes of authority in Parts Il and 11l
were substantially the same as in later years, there are
certain minor variations which make exact comparisons
difficult. For this reason, although It is possible to make
one’sown aggregation ofthe various classes of authority

and to attempt to eliminate transfers between different
authorities, 1t Is not possible to check the method by
applying it to the later years and checking the results
against the published summaries. Fortunately, however
the Ministry of Health did compile certain summar”™J
figures (in the same form as iIn later years) for the finan-
clal years 1927/8 and 1928/9 which notonly give reliable

iInformation for two further years, but also
provide a means ofchecking any method ofaggregation

which one wishes to apply to the earlier years. Aggre-
gate figures for some of the main items of income and

expenditure relating to the whole ofthe period were also
prepared and published In the Ministry of Health
Annual Reports [13] and the annual volumes of the
Statistical Abstract; these provide a further check on any
estimated aggregates. It was, therefore, possible to
compile aggregate figures for all local authorities In
England and Wales, covering the years 1919/20 to
~928/9 ~he same form as the published summaries for
later years, which agree very closely with the official
Information available In the Statistical Abstract and
elsewhere. The method of aggregation and consolida-
tion iIs described in Appendix 5.1.3

For Scotland the official statistics of local govern-
ment finance are published Iin the Annual Local Taxation
Returns [Scotland) [11] prepared by the Scottish Home
Department (formerly by the Department of Health for
Scotland). They are in considerably less detail than the
statistics for Engand and Wales, but they contain a
number of summary tables relating to all authorities
In Scotland which are similar, in respect of the main
headings, to those published in Local Government Financial
Statistics. They refer to a financial year ending on
15 May.

The last volume of Annual Local Taxation Returns
[Scotland) to be placed on sale related to the year
1934/5> t)ut summary figures for years up to 1941/2
have been given a limited circulation by the Scottish
Home Department.

No difficulty, such as thatencountered with the figures
for England and Wales, exists in compiling tlie data for
the earlier years since the form of the published
materialwas virtually unchanged throughout the period.

N This estimate for 1920 covers the whole of Ireland; the
estimate made by Utting excludes Southern lreland.

2 Trading services cover the supply ofelectricity, gas, water
and transport, and the operation ofdocks, harbour, canals,

ferries, cemeteries, markets and corporation estates. Rate-
fund services cover all non-trading activities including
education, highways, housing, police, health and sanita-
tion services. For discussion of the significance of this dis-
tinction see also p. 93 below.

3 See also p. 96, n. i, below.
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T he Statistical Abstract also gives Scottish local finan-
cial data, and this has been used for one item which
does not appear in Local Taxation Returns.

The Northern Ireland government also publishes
an annual volume known as Local Taxation Returns
[23] giving details of the financial transactions of local
authorities, prepared by the Ministry of Home Affairs.
It gives information relating to the Income and ex-
penditure, during a financial year ending on 31 March,
of the individual local authorities, as well as analysing
the aggregate figures under a number of broad head-
Ings. It Is possible, by suitable rearrangement of the
data, to analyse them In a way which iIs in close agree-
ment with the principal headings of income and ex-
penditure in Local Government Financial Statistics.

There are no major difficulties resulting from varia-
tions In the form of publication of the data during the
period under review, but there i1s a gap In 1919/20 and
1920/21, for which years no returns were published.

We proceed now to consider the derivation of the
national accounts from the data given In the local

authority Returns.

England and Wales

The information available In the summary tables of
Local Government Financial Statistics in 1938/9 was classi-
fled under the headings of income and expenditure
shown in the three parts of Table 5.1, below. It will be
seen at once that these headings are far from ideal for
soclal accounting purposes. Apart from the separate
headings for government grants, there is little indication
of the way In which either income or expenditure Is
allocated between different sectors of the economy, and
It Is not even possible to trace all the transfers between
different tables. Nevertheless, It i1s possible by suitable
rearrangement of these headings to arrive at a system
of accounts which distinguishes such different classes of
transactions as purchases of goods and services, interest
payments, depreciation, transfer payments, grants, In-
vestment income, receipts from rates etc.

The details of the transition from Table 5.1 to the
required socilal accounting categories are specified In
the Individual chapters devoted to these categories.™
The following general points may be noted here.

First, the distinction drawn 1iIn Local Government
Financial Statistics between ‘trading services’ and ‘rate
fund services'™is, with one major exception, accepted
as the basis for the division between trading enter-
prises and non-trading services. The exception Is
housing, which Is treated as a trading service. Local
authority trading enterprises (other than housing) are
assumed to be run on a commercial basis with the iIn-
tention of making a profit, or at least of covering their

costs; any profit-or unintentional loss-is treated as
a component of domestic factor incomes together with
the profits or losses of private trading enterprises.™
Housing Is the only trading service where the deficit
(i.e. the excess of expenditure including loan charges
and repairs etc. over rents and government grants) IS
treated as a subsidy. Non-trading services, which pro-
vide common services without any commercial basis
of charge (which does not preclude some charges or
fees, e.g. for school books) are treated Iin the same way
as the non-trading departments of the Central Govern-
ment.**

Secondly, the definitions adopted by the local authori-
ties for current and capital expenditure are accepted
for the national accounts except for the capital expendi-
ture on Small Dwellings Acquisition. This was actually
money advanced to individuals (to enable them to
purchase or build houses for their own occupation) and
IS treated as such in Chapter 5.6, with a corresponding
treatment of capital receipts by this service.

Thirdly, the various ‘special funds’ included In
Table I'll of [22] (see Table 5.1, below) were each given
separate consideration and allocated to trading or non-
trading services with appropriate classification of their
Income and expenditure. A briefnote on these funds iIs

given in Appendix 5.2.

See alsoJ. E. G. Utting, Social Accounts of Local Authorities™
1953 [256].

See also p. 92, n. 2, above.

See Chapter 4.2 for detailed discussion ofthe criteria used
In defining a public trading enterprise.

It is recognised that some individual undertakings classed
as trading services in [22] are deliberately run by the re-
sponsible local authority so as to incur a loss, e.g. on the
provision of electricity supply in a rural area. In this case
the loss (which would be met by a contribution from the
general rate fund) should be treated as a subsidy (see
Chapter 4.2). In practice, however, there is no way of
knowing whether a particular deficiency was intentional or
not. The i1dentified transfers from rate fund accounts to-
wards deficiencies on trading services (other than housing)
are all eliminated on consolidation of the sector accounts
even where the deficiencies appear regularly in the same
undertakings of the same authorities.

The converse ofthe previous case (n. 4) arises where a rate
fund service shows a surplus without the aid of any sort
of subsidy. This applies, for example, to ‘Private street
works and other works of private improvement’'. These
are works which are wholly rechargeable to other bodies
and persons, but include certain works carried out at the
Instance of the local authority and compulsorily charged
to other persons - rather like a tax - as well as those
carried out at the instance of the person who foots the bill.
However, the surpluses are only of the order of £100,000
and, as a matter ofconvenience, they are left with the non-
trading services.
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TABLE ol HEADINGS OF INCOME AND EXPENDITURE IN
SUMMARY TABLES OF LOCAL GOVERNMENT FINANCIAL
STATISTICS FOR ENGLAND AND WALES, igsSjg [m ]

TABLE | RATE FUND SERVICES

REVENUE ACCOUNT
Expenditure

Income
1. Maintenance and other expenses not being loan charges 5§ Rates
L -
2. Repayments oflolans and transfers to sinking funds 6. Government grants allocated to specihc services
3. Interest payments'™ : .
7. Government grants not allocated to specihc services
8. Specific income from fees, rents etc.
| di 9. Transfers in aid of rates from trading accounts
4. Total expenditure 10. Total income

CAPITAL ACCOUNT

Capital Receipts during the Tear Capital Expenditure during the Tear
Efom loans 16. Capital expenditure on works™
rom government grants 17. Repaid to lenders or transferred to sinking funds

Transfers from revenue {included in item 5)
and from special funds (included In item 41)
From sales of land and other sources

Total receipts 18. Total expenditure

Obtainable from footnotes to Table | In Local Government Financial Statistics.

TABLE Il TRADING SERVICES AND CORPORATION ESTATES

REVENUE ACCOUNT

Expenditure Income
19. Working expenses o 26. From sources other than government grants
20. Repayments ofloans and transfers to sinking funds™ 27. From government grants
21. _I_nterest payments® | 28. Receipts towards deficiencies from rate fund accounts
22. “ransfers to reserve and other special funds 29. Receipts towards deficiencies from other accounts
ransfers '_co cz_alpltal accounts (including reserve funds)
Transfers In aid of rates
Total expenditure 30. Total income

CAPITAL ACCOUNT

Capital Receipts during the Tear Capital Expenditure during the Tear
From loans 36. Capital expenditure on works®
From government grants® 37. Repaid to lenders or transferred to sinking funds’

Transfers from accounts other than capital accounts
From sales and other sources®

Total receipts 38. Total expenditure
®0ODbtainable from footnotes to Table Il In Local Government Financial Statistics.
TABLE 11l SPECIAL FUNDS
Expenditure Income
Expenditure (other than transfers) Transfers from rate fund revenue accounts
Transfers to rate fund revenue accounts Transfers from other accounts
Transfers to other accounts Other income
Total expenditure Total income
The special funds separately distinguished in this table (e) Insurance funds
are. (/) Trust or charity funds
Sinking funds or redemption funds for repayment of (9) Superannuation funds
loans (h) Other special funds
Statujcory hous_ing_repairs accounts The letter after any of the Nos. 39-46 in the references to
Housing equalisation accounts this table (e.g. Chapter 5-1>p- 99) refer to the corresponding

Other reserve funds special fund as listed here.
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Finally, all statistics for financial years ended 31
March were allocated to calendar years on the usual
three-quarters/one-quarter basis.

W itli one exception all the information required Is
obtained from the Local Government Financial Statistics
(or Local Taxation Returns) or from the estimates
described In Appendix 5.1 for years prior to 1929/30.
The exception relates to ‘Loan chargesAs given
In the summary tables these are not divided between
Interest and repayment provision for any year prior to
1930/1. However, the head of the local government
division of the Ministry of Health, In a paper to the
Royal Statistical Society, gave figures for total loan
charges (including repayment of loans from capital
accounts) and for interest payments In earlier years.
His figures have been used as the basis for an apportion-
ment of interest payments between rate fund and trad-
Ing services, and of repayment provision between these
two groups of services and also between revenue and
capital accounts. There Is reason to believe that, on
average, the rate of interest payable on loans for rate
fund services has been rather higher than that for
trading services, and the published figures for 1930/1
to 1938/9 show that ifinterest payments are represented
as a percentage ofgross outstanding debt, the figure for
rate fund services Is on average (and consistently) some
0.4 % above that for trading services. If this is assumed
to hold for earlier years it Is possible, knowing the
gross outstanding debt on each of the two groups of
services (from the Statistical Abstracts), to apportion Sir
Gwilym Gibbon’s interest figure between the two sec-
tors. Subtraction from ‘Loan charges’, as given iIn the
summaries, yilelds the apportionment of repayment
provision on revenue account. Repayments on capital
account can be obtained In aggregate by subtracting
loan charges as given iIn the revenue summaries from
Sir Gwilym'’s figure for total loan charges; the appor-
tionment between rate fund and trading services has
been made In proportion to ‘Receipts from sales of
land etc.” in the two accounts, to which these repay-
ments are related by the fact that such receipts are
frequently used for that purpose.

Scotland

The Scottish Local Taxation Returns [n] are not Im-
mediately comparable with the tables of Local Govern-
ment Financial Statistics. For instance, although they give
summary figures for all local authorities in Scotland,
these are not brought together in a single series of tables
In accounting form but are shown In a number of
scattered tables In the descriptive memorandum, and
receipts and the corresponding expenditure may be
separated by several pages. Further, instead of the sub-

division into trading services, rate fund services and
special funds, the Scottish tables distinguish revenue-
producing undertakings, non-revcnue-producing under-
takings and the common good. The revenue-producing
undertakings partially correspond to the trading ser-
vices in England and Wales, but they include housing,
baths and washhouses, and private Improvement
expenses (which are comparable to the private street
works already discussed for England and W ales).

Baths and washhouses must be transferred to non-
trading services but it i1s convenient as well as realistic
to treat the private improvement works as trading
enterprises. As In England and Wales housing iIs also
regarded as a trading service.

W ater rates are included In income from rates and
must be separated and treated as current revenue of
the water supply enterprises.

The common good consists of property vested In the
town councils - ‘the revenues whereof are expended
for the behoof of the community’- but where this
property includes markets or other trading undertakings
their income and expenditure are included with other
revenue-producing undertakings. Hence the iIncome
of the common good has here been treated as Invest-
ment income and iIts expenditure as payments for goods
and services by non-trading services.

The available information was then rearranged to
get the required social accounting categories. This Is a
less complicated procedure than in the case of England
and Wales chiefly because the Information available
IS rather less complete. This necessitates certain assump-
tions about the figures and prevents some of the finer
adjustments (e.g. In respect of transfers between
accounts) which were made In the accounts for England
and W ales, but it does not seem likely to have had any
Important effect on the general magnitude of the figures.

One item requires some additional calculation. Local
Taxation Returns divide the loan charges between In-
terest and repayment provisions, but only show the
totals for all services, so that it was necessary to estimate
the way In which the two components are allocated
between the two sections of the accounts. The division
has been based on the corresponding figures for England
and Wales, where it was found that average Interest
rates, when expressed as a proportion of gross out-
standing debt, were generally about 0.4% higher for
rate fund services than for trading undertakings. The

~ Loan charges consist of interest on borrowed moneys, re-
payments of principal other than out ofsinking funds and
payments into sinking funds.

2 Sir Gwilym Gibbon, ‘The Expenditure and Revenue of

Local Authorities’,J. R. Statist. Soc. 1xxxxix, 1936 [167],
p. 498.
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same margin has been applied in estimating the interest
figures for Scotland. In the case ofrepayment provision
the relationship between the two groups of services IS
apparently more complex. In England and Wales the
figures obtained for repayment provision (which iIn
earlier years are admittedly not independent of the
Interest estimates) have again been expressed as per-
centages of gross outstanding debt, giving a result
which iIs roughly indicative of average periods of loan
repayment. In the rate fund services this percentage
fluctuates around 2.5%, with a low point at about
2.2% In the years 1928-33; but In trading services,
after fluctuating about 2.5% in the early 1920s, it In-
creases steadily from 2.7 % in 1925/6 to 3.9 % in 1938/9.
This apparently indicates that rate fund loans, which
are concerned very largely with buildings and land, have
remained long-term throughout the period, while there
has been a progressive shortening of the repayment
period for loans to trading undertakings, which are
more concerned with the purchase of machinery and
other equipmentyielding an immediate financial return.

The Scottish data indicate that repayment periods
are, on average, shorter there than Iin England and
W ales, but it still seems likely that similar considera-
tions affect the relative length of period for the two
groups of services. In estimating the division of repay-
ment provision between the two sectors therefore, the
relative trends of the percentages obtained for England
and Wales have been maintained, but the absolute
figures have been increased to take account of the
shorter average periods of repayment.

All figures are for the financial year ended 15 May
and were allocated to calendar years in the proportion:
five-eighths/three-eighths.

Northern Ireland

The Local Taxation Returns [23] for Northern Ireland
are arranged in a way which 1s more like the Scottish
returns than those for England and Wales. There are
tables showing the main sources of income and expen-
diture, with total figures for all authorities in Northern
Ireland, and there are detailed figures in the appendices
for different classes of authority and for individual
authorities. The tables make no clear distinction, such
as exists in England and Wales, between trading under-
takings and other services.

In setting up separate accounts for local authority
trading enterprises and for non-trading services, there-
fore, It has been necessary to decide which services
should be regarded as falling within each sector. Of
those for which separate details are available, a number
clearly come under the heading ‘enterprises’ as It has
been used in England and W ales; these are water, gas,

electricity, tramway and omnibus undertakings, hous-
Ing and markets, fairs and abattoirs. ‘Rents from pro-
perty in land, houses etc.’ Is an item which apparently
corresponds to iIncome from ‘Corporate estates’ In
England and Wales, but expenditure on this property
IS not shown as a separate item; it has therefore been
iIncluded with the non-trading services, where the
expenditure iIs included with other works and services.

The details given Iin the Returns were then rearranged
to obtain the required categories. Certain of the totals
had to be built up from the figures for individual types
of undertaking or classes of authority. These are not
always complete, but they are the nearest approach to
a complete figure which can be obtained from the avail-
able information. All government grants were allocated
to non-trading services.

The financial year ended on 31 March, and adjust-
ment to a calendar year basis was made Iin the usual
way. The estimates for 1921/2 were used for both 1920
and 1921 in the absence of published accounts for 1919/
20 and 1920/21.

Aggregate accounts for the United Kingdom were
then obtained by simple addition of the estimates for
the three regions;”™ there being no reason to suppose

that there were any transactions between the three
groups which warranted elimination. The results are
presented in the form ofa current account for the local
authority sector in Table 13 (which covers the period
1900-65) and a classification of the current expenditure
on goods and services by purpose and by type of pay-
ment is shown (for 1920-38 only) in Table 35. A capital
account for the inter-war years Is set out in Table 36.
Two of the series, current expenditure on goods and
services and income from rates and taxes on expenditure

are required for the main national accounting aggre-
gates and are also estimated for 1870-99. They are

shown, together with the corresponding series for

Central Government, In Table 2. Expenditure on

goods and services at constant prices iIs given for 1920-
38 iIn Table 35 and for 1870-1965 (together with the
Central Government) Iin Table 5.

N Unpublished material showing: (a) separate accounts for
England and Wales, Scotland and Northern Ireland
originally prepared by Utting (in far more detailed form,
butwith somewhat different definitions, than the summary
presentation In Table 13); (b) the consolidated series,
transfers etc. reconstructed or estimated for England and
Wales for 1919/20-1928/9 (see Appendix 5.1); and (c)
details of the derivation of the accounts for the two smaller
regions from their published Returns are available in the
library of the Department of Applied Economics, Univer-

sity of Cambridge.
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CONSISTENCY AND RELIABILITY

The estimates have an unusually high degree of con-
tinuity In the sense that a single source, the local
taxation Returns”™ spans the entire period and provides
comprehensive coverage of all local authorities. There
are, however, a number of possible points at which
breaks in continuity could occur, due eitlier to a change
In the basic data provided in the ReturnSy or to changes
In the definitions used. Instances of the former occur-
moving backwards chronologically - In 1928/9, 1918/19
and 1901/2, and of the latter in 1914. Differences iIn
definition also help to account for the discrepancies
between the present and the Blue Book estimates for
1938, shown In Table 5.2.

TABLE 5.2 COMPARISON WITH THE
BLUE BOOK ESTIMATES OF LOCAL
AUTHORITY INCOME AND EXPENDI-

TURE IN 1938 (EM )

Blue Present
Book estimate

(1) (2)
Recelpts
Gross trading surplus 46
Rent, interest and dividends + 137 74
Rates and taxes on expenditure 212 212
Current grants from Central 142 142
Government
Total 491 474
Expenditure
Current expenditure on goods and 318 310
Services
Housing subsidies 5 5
Current grants to persons o5 26
Debt interest 68 68
Total 416 409
Current surplus 75 65

source. (i) ig6e7BlueBook[75],p. 6. (2) Table 13.

For five of the items the agreement is near perfect.
The difference In current expenditure on goods and
services IS accounted for by the exclusion from the
present estimates of £9 m. for loan charges for roads
etc. This imputed item iIs similarly excluded in the Blue
Book estimates for 1946 onwards but the 1938 figure
was not amended when the change was made for the
post-war years.

This also accounts for part of the large discrepancy
on the receipts side where the same amount IS ex-
cluded from the present estimates of imputed rental

iIncome. A further £7 m. also affecting rent, interest
7

and dividends”™ i1s, | believe, accounted for by an error
In the adjustments for transfers to capital account and
special funds made by the C.S.O. In the course ofmov-
Ing to the current estimate of£137 m. for income from
property from an earlier estimate of£7 m. with arather
different conceptual basis (given in the 1948 National
Income White Paper [65, Cmd. 7371, p. 32].»

The change In 1914 affects only the estimate of the
gross trading surplus and springs from the transition
from the estimates based on Inland Revenue data to the
estimates based on the local authority Returns. The dif-
ference amounts to some 12%. See Chapter 5.2.

Turning to the breaks In continuity of the data we
may note, first, the transition from the special sum-
maries for England and Wales compiled by Utting for
1919/20-1928/9 to the official summaries published by
the Ministry of Health. As noted above (p. 92) It iIs
possible to compare the estimates for 1927/8 and 1928/9
with unpublished summaries for those years prepared
by the Ministry of Health on the same basis as for later
years. It i1s clear from this that the differences are
negligible; for current expenditure on goods and
services, for example, the one estimate for 1927/8 is
NN229.3 m. the other iIs £2*70.2 mM®

Before 1919/20 the estimates are based In large mea-
sure on the summaries given in the Statistical Abstracts
and the break at this point Is somewhat more signifi-
cant. For the main series (in the sense that it also affects
the gross domestic product estimates), current expendi-
ture on goods and services, the estimate for 1919/20
for England and Wales given by Utting’s summaries
ISE154.8 m.f the corresponding estimate using the data
available in the Statistical Abstracts i1s ~(™ifio.l m. The
higher figure reflects the failure to exclude such items
as transfers towards deficiencies on trading services and
transfers to certain special funds.

Other breaks occur at points such as 1901/2 when
estimates of non-trading current expenditure have to
be based on data for the corresponding type of income;
and here it i1s impossible to say precisely what the effect

IS, but a comparison of the data for years when both

Income and expenditure are available suggest that the
two move closely together.

Thereliabilityofthe seriesisprobably the bestofany in
this study. At least from 1920 onwards there Is a source
of information which Is comprehensive; reasonably

N For the gross trading surplus see also Chapter 4.0, p. 70,
n. 3.

2 Based on a letter to the author from the G.S.0., dated
8 October 1962.

N This 1s the figure obtained before making certain of the

adjustments noted Iin Chapter 5.4, e.g. the exclusion of
loan charges for roads.

FNI
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compact - so that, unlike the government accounts,
It I1s relatively simple to ensure that all entries are
accounted for; and embodies concepts which are toler-
ably close to those required for social accounts.

We can, therefore, assign the following reliability
grades”™ to the estimates shown in Table 13.

INCOME FROM RATES AND TAXES ON EXPENDITURE,

DEFINITION OF THE SERIES

The principal 1item is local rates plus payments in lieu
of rates made by the Central Government and certain
nationalised iIndustries. Land drainage rates are in-
cluded but water rates are treated as the current
receipts of a trading service.

For 1909-38 a sum ofjust over m. p.a. has also
been included for dog and gun licences etc. collected
and retained by the local authorities since 1 January
1909. For later years this Is treated by the C.S.0. as
a grant from the Central Government [74, p. 234].

The series Is shown separately for 1900-65 In
Table 13, and for 1870-1965 Is combined with Central

Government taxes on expenditure in Table 2.

SOURCES AND METHODS OF ESTIMATION
INM"46-17M65
See p. 91 above.

1939-7945
This Is the series for local rates implicit in Statistical

Digest of the War [77, pp. 200-2], 1.e. total public
authority taxes on expenditure less Central Govern-

52 GROSS TRADING SURPLUS AND RENT,

DEFINITION OF THE SERIES

The first component i1s the gross trading surplus of local
authority trading enterprises™ Dbefore providing for
depreciation and stock appreciation and before charg-
Ing Interest. It I1Is measured by the surplus of current
receipts over current expenditure. As with private
trading enterprises (see, e.g., Chapter 3.1) the imputed
rental income from land and buildings owned by local
authorities and used for trading services (other than
housing) Is treated as part of the gross trading surplus.

Current receipts consist chiefly of revenue from sales
or from tolls and dues and include any Central Govern-
ment grants towards trading services. Receipts towards
deficiencies from rate fund accounts or from revenue
funds are not included. The current expenditure con-

1900-1919

1920-1965
For the two series carried back to 1870 rates can also
be considered as grade B for 1870-—99, but current

expenditure on goods and services IS perhaps subject
to slightly larger errors and may be only grade C.

1870-1965

ment taxes on expenditure and employers’ contributions
to National Insurance and Health Funds (see Chap-
ter 2.1 above).

1g20-ig”™ 8
This I1s local rates (item 5 of Table 5.1, p. 94, and the
corresponding items for Scotland and Northern lIreland)

plus the figure for dog, gun and game licences etc.
given in the Annual Reports of the Ministry of Health [13].

1870-1720

The local rates collected In England and Wales, Scot-
land and lIreland are taken from the Statistical Abstracts
[357? No- 62, p. 54]. For Ireland receipts in 1919/20
and 1920/1 are assumed to be the same as in 1918/19,
the last year for which figures were published for all
Ireland; and for 1886/7 until 1906/7 the rate receipts
for Ireland Include water rates. Before that profits from
gas undertakings are also included. For Scotland the
rate receipts for years before 1890/1 were estimated by

reference to the published series which iIncludes the
Income of gas and water undertakings. The figure for
dog and other licences, added from 1909, is given for
this period In the Statistical Abstracts [35, e.g. No. 62,

PP- 34-5]-

INTEREST AND DIVIDENDS, 1900-1965

sists of working expenses and employers’ contributions
to superannuation funds. Loan charges are not In-
cluded; nor are transfers m aid of rates, transfers to
reserve funds or to capital accounts. Direct taxation
ought to be excluded but it cannot be isolated from
other expenditure In the Returns and the profits are
underestimated by the amount of direct tax liabilities.®

N See Chapter 1.4 for further discussion of these grades.

2 See also pp. 92-3, above.

®The amount involved iIs very much lower than would
appear from the trading surplus. Apart from such factol's
as wear and tear allowances the principal reason for this is
that local authorities pay tax on the profits of their trading
enterprises but are allowed to retain the tax which they
deduct when paying interest including, in general, the In-
terest on loans charged to non-trading services. The net

tax liability is, therefore, very low. Cf. G.S.0. [/3]» P- 3/3-
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The same definition is followed back to 1920 but it
should not be overlooked that a substantial part of the
municipal trading enterprises were transferred to the

public corporations sector as a consequence of the
nationalisation of all electricity and gas undertakings iIn
1948 and 1949; as measured by the gross trading surplus
at current prices the local authority sector shrank to
about halfits former size.

For 1915-19 the definition Is essentially the same;
but for 1900-14 the series Is based on income tax data
and the definition of profits followed for tax purposes
differs slightly from that used iIn the local authority
Returns. (Cf. Chapter 7.1, p. 143))

The second component of this chapter iIs the receipt
of rent, interest and dividends. The rent arising from the
ownership of houses and of non-trading property (other
than roads)”™ i1s an imputed figure and Is generally mea-
sured by die annual loan charges.”™ These are the equiva-
lent of interest on capital plus depreciation. Loan re-
payments are an imperfect measure of depreciation In
at least three respects: they lead to an over-estimate
because the loan repayment period is normally rather
less than the life of the asset (obviously so In the case
of land); but they understate the true figure since the
loan charges are related to the original cost of the assets
and not to their current replacement cost; and further-
more a proportion of capital expenditure iIs usually
financed from sources other than borrowing (e.g. capital
grants from the Central Government).

The rent imputed to non-trading property Is offset
by the inclusion of an equal amount In current ex-
penditure on goods and services, while the imputation
for houses Is balanced by the amount included In the
calculation of housing subsidies.

Interest and dividends comprises the interest received
on advances in connection with small dwellings acquisi-
tion and income received on the iInvested balances of
sinking funds and other special funds.

The same definition of rent, Iinterest and dividends
IS followed throughout though there Is Incomplete
coverage of the interest, etc. in the earlier years.

The two components are shown for 1900-65 In
Table 13.

SOURCES AND METHODS OF ESTIMATION
194S-1965
See p. 91 above

~939-"945

Estimates of the gross trading surplus were made for the
war years from the summary tables of Local Government
Financial Statistics [22] published for England and W ales

and the data for Scotland and Northern Ireland In the

Annual Abstract of Statistics [9, e.g. No. 87, pp. 249-51].

The same two sources were used for the estimate of

rent, interest and dividends received.
For both series the derivation follows closely that

outlined below for 1920-38.

10S0-10SS
The gross trading surplus i1s derived from the following
items of Table 5.1, p. 94 (and the corresponding

items for Scotland and Northern lIreland):

26 Income from sources other than govern-

ment grants

+ 27 Government grants

” 10 Less working expenses (excluding loan
charges and transfers to other accounts)
- 44qg Less transfers to superannuation funds

from ‘other accounts’.

Rent, interest and dividends 1s derived from:

2 + 3 Loan charges on rate fund services
+ 45 ‘*Other (i.e. non-transfer) income’ of spe-
cial funds

- 45¢g Less ‘other Income’ of superannuation

funds

It was then necessary to deduct from this the loan
charges on highways for which the necessary series
IS given for England and Wales in the Local Government

Financial Statistics [22] and a rough allowance was

made for Scotland and Northern lIreland.

igoo-1g 20

For 1900-13 the estimates of the gross trading surplus
derived Iin Chapter 7.1 from the tax data were adopted.®
This series cannot be continued through the war years
and as a first approximation a series was constructed
for 1913-20 on the basis ofthe summary data published
for local authority trading enterprises in the Statistical
Abstracts. The result for 1920 falls some £2 m. (10%)
below the estimate obtained by Utting (on the basis
of the independent compilation of the necessary aggre-
gates described in Appendix 5.1); while the estimate for
1913 i1s some £2m. (12%) above the figure derived
from the tax returns.™ The series constructed from the

~“No imputation is made for the rent from, or the use of,
roads and public lighting, and no allowance is made for
depreciation of these assets. See C.S.0. [73], p. 310-11.

2 For the Blue Book estimates the imputed rent for fixed
assets employed In education iIs based on rateable values
[73. p- 310].

®See pp. 156-7 and Table 29 (where the series Is carried
back to 1889).

A discrepancy in this direction isconsistentwith the finding
for the Iinter-war years discussed in Chapter 7.1, p. 143.

7-2
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Statistical Abstract was therefore used as a basis for inter-
polating between the 1913 and 1920 estimates with the
recognition that part of the small net rise over the war
years represents the transition from the lower level of
the tax-based series to the higher level shown by the
local authority Returns.

Rental income Is again measured by the loan charges
on housing and non-trading property (other than
roads). For England and Wales this can be derived
after 1902 from the summary data published In the
Statistical Abstracts, and estimates were added for Scot-

53 GRANTS FROM THE CENTRAL GOVERNMENT,

DEFINITION OF THE SERIES

Current grants to local authorities from the Central
Government comprise both grants in aid of the cost of
specific services (such as education and police); and
grants not allocated to specific services. These begin on
a significant scale in 1930/1 with the block grants under
the Local Government Act 1929 Dbut include also
grants under the Agricultural Rates Acts of 1896 and
1923 and the transitory grants paid In compensation
for loss of rates In 1929/30. Grants towards housing
are excluded. In the social accounts they are treated
as a subsidy by the Central Government (Chapter 4.5)
and this i1s balanced by an equal reduction Iin the sub-
sidy paid by the local authorities (Chapter 5.5). Grants
to trading services are also excluded - they are treated

as part of trading income Iin Chapter 5.2, and as a
government subsidy in Chapter 4.5. From 1939 receipts
from licences collected and retained by the local authori-
ties are also included; for earlier years this item (about

m. p.a.) Is treated as a tax on expenditure (see
Chapter 5.1). Prior to 31 March 1907 certain customs
and other duties were collected centrally and paid
direct to the local authorities. These amounts were
treated by the local authorities as grants from the Cen-
tral Government and are included as such In the
present estimates.

Capital grants from the Central Government con-
sist of war damage compensation and grants towards
capital expenditure on specific services.

The figures derived for grants from the Local Govern-
ment Financial Statistics do not agree entirely with those
derived from the government’s Appropriation Accounts.
The C.S.0. suggests [73, p. 309] that the reason for this
IS that the former record amounts due, while the latter
record actual payments. In order to maintain consis-
tency between the two accounts it Is necessary to have

an agreed series. For 1946 onwards the Central

land and Ireland, for which only an unclassified annual
total of loan charges is available. The series was com -
pleted by extrapolating the total on the Dbasis of the
loans outstanding on non-trading property (other than
highways) of local authorities in England and Wales.®
The rough allowance added for interest etc. was based
on the amounts identified as interest of sinking funds
etc. in the Annual Local Taxation Return [10, e.g. 1913—14,

P* 59j for England and Wales and Utting’s figures
for 1919/20.

1900-1965

Government figures are used by the C.S.0 .; for earlier
years it Is more convenient to base the estimates on the
local authority records (as these also provide the data
on the allocation of the grants between current and
capital account and also between trading and non-
trading services).

The current grants are shown for 1900-651n Table 13,
the capital grants for 1920-38 In Table 36.

SOURCES AND METHODS OF ESTIMATION

19471965
See p. 91 above.

~939-"945

Current grants from the Central Government are shown
In the Annual Abstract o fStatistics [9, No. 87, pp. 246-51].
The total shown was reduced by the amount of
government grants to trading services as shown for
England and Wales in Local Government Financial
Statistics [22]; and by the grants towards housing. The
figure for this was taken from Peacock and Wiseman

[226, p. 195].

1920-1938

For current grants this iIs the figure for grants to rate
fund services as shown iIn the local authority returns
(items 6 and 7 of Table 5.1, p. 94; and the corre-
sponding items for Scotland and Northern Ireland) less
that part of item 6 which iIs allocated to housing. For
capital grants see items 12 and 32 of Table 5.1.

iIgoo-1g20
This 1s the total amount shown 1n the Statistical Abstracts

[35, e.g. No. 62, p. 54] for local authority receipts from
government grants less, from 1909, the dog licences

N See also Chapter 8, p. 180.
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etc. treated here as a local authority tax on expenditure
(see Chapter 5.1). Grants for trading services and for
housing and capital grants are taken as zero - they

were £1.5 m. in 1920 and would have been lessin earlier
years. Grants to Ireland are assumed to be the same In
1919/20 and 1910/11 as in 1918/19.

CURRENT EXPENDITURE ON GOODS AND SERVICES AT
CURRENT AND CONSTANT PRICES, 1870-1965

DEFINITION OF THE SERIES

This 1item covers the expenditure on revenue account
of non-trading services (i.e. rate fund services other
than housing), less certain expenditure which iIs treated
as grants to persons (scholarships and grants to univer-
sities, school meals and milk and outdoor relief) and
less internal transfers.® Fees and recoupments (e.g.
school fees or recoveries of expenditure from persons
charged for road construction) are deducted from the
corresponding expenditures, but transfer from special
funds (e.g. reserve funds) are not deducted.

The loan charges for rate fund services (other than
housing, highways and small dwellings acquisition)®
are included In the total of expenditure on goods and
services to represent rental payments for the use of
fixed assets financed from loans. This Is the treatment
adopted by the C.S.O0. [73, p. 310]; 1t may be noted
that while some ofthe assets in question are also used by

the local authorities (e.g. offices), others are used by the

public as a whole (e.g. schools or sewers) so that the
Imputed charge is to be understood as an element iIn
the cost of the services provided for the community.

The definition is broadly the same for years before
1920 Dbut 1t 1s not possible to eliminate all Internal
transfers or to obtain precisely the right definition and
coverage for all items.

The estimates are shown for 1900-65 Iin Table 13
and also, combined with the Central Government
expenditure, in Table 2 for 1870-1965 at current prices
and In Table 5 at constant prices. A purpose classifica-
tion of the expenditure at current prices and a total at
1938 prices iIs given for 1920-38 In Table 35.

SOURCES AND METHODS OF ESTIMATION
(1) At current prices

For 1946-65 see p. 91, above. For earlier periods an
estimate was made In each case for all rate fund services
(or the corresponding services in Scotland and Ireland)
and the following items of expenditure were then de-
ducted from this series: grants to persons (as estimated
iIn Chapter 5.5); the deficit on housing revenue account
before taking into account the Central Governmentcon-
tribution towards housing (see Chapter 5.5); and the
loan charges for highways (see Chapter 5.2).

~939-"945

For this period a series which conforms to the required
definition, except in respect of the imputed charge for
highways, Is given In Peacock and Wiseman [226,
p. 203]. It appears to be based on the C.S.0O. series
iIncluded (but not given separately) in Statistical Digest
of the War [77, p. 200], adjusted to include the interest
component of rate fund loan charges (the repayment

component was already included). It was accordingly

accepted and reduced by the amount of loan charges

In respect of highways.

120-1g38

The following components of Table 5.1, p. 94 (and of
the corresponding tables for Scotland and Northern
Ireland) make wup the iInitial estimate for current

expenditure on goods and services by all rate fund

Services:
1+2 + 3 Maintenance expenses in-

cluding loan charges

+ 39b + 39¢ + 39h Expenditure of special
funds”®

-(13 +29+33-23-41) Less transfers to capital

accounts”®
-28 Less transfers towards

deficiencies on trading

services

N The 1I1tems excluded are transfers to capital account,

transfers towards deficiencies on trading services and trans-
fers to certain special funds. These are all treated as transac-
tions within the local authority sector which must be
eliminated in constructing a consolidated account for the
sector as a whole.
Prior to 1946 the loan charges relating to small dwellings
acquisition are leftin, but this is balanced by the inclusion
In the amount deducted for fees etc. ofinterest received on
advances under this heading. The net effect of this is
minute: £0.2 m. Iin 1938/9.

®See Appendix 5.2.

N For lack ofdirect information on transfers from rate fund
account it is necessary to proceed by a somewhat round-
about method: certain transfers notdirectly relevant have
first to be included as partofoneitem and then excluded as
part ofanother. It all works out all right in the end and any

reader who needs to do so will no doubt be able to recon-
struct the reasoning for himself.
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Less transfers to special
funds other than super-
annuation funds”™ and

- (43- 43« - 439)

sinking funds”®
Less income from fees,
rents etc. excluding

-(8-40)

transfers from special
funds

The three 1items noted above were then deducted from
this series.

1Ig00-1g 20
Estimates for this period were based on the summary
tables In the Statistical Abstracts [35, e.g. No. 62, pp. 54-
63] and on the Annual Local Taxation Returns [10] for
England and Wales. The categories available are not
precisely what Is required, particularly with respect
to receipts, but compensating errors should produce
broadly the right result. The initial estimate Is based
on expenditure (other than out of loans for capital
works), including loan charges,”™ for non-trading servi-
ces™ less the receipts classified as rents, interest etc.,
fees, fines, penalties and licences and miscellaneous
receipts. The composition of these categories was estab-
lished from the detailed statistics in [10]. The amounts
deducted Include Interest etc. received by sinking funds
(and an allowance for this was therefore added back -
for the estimate see Chapter 5.2) and also certain un-
specified receipts including ‘temporary borrowing’.
These items will overstate the correct total of receipts™
but this I1s partly offset by the overstatement on the
expenditure side.

This series was then reduced by the amount of the
grants to persons and loan charges for highways.
Expenditure on housing revenue account was taken as

Zero.

ISyo-1Sg(g

The results obtained above agree very closely (to within
2% 1In almost all years) with an unpublished series -
produced in association with the study by Peacock and
Wiseman [226], and kindly made available to me by
J. Veverka - when the alternative estimates are reduced
by the loan charges for highways. The series goes back
to 1886 and was accepted, with this one adjustment,
for that period. For 1870-85 the estimates for Central
Government and local authorities combined, prepared
by Jefferys and Walters [184, p. 8] are used. See
Chapter 4.4.

For the whole of this period It is necessary to estimate
current expenditure from the data on current revenue
so that the estimates cannot be as reliable as those for
later years.

(11) At constant prices

For 1870-85, 1914-19 and 1938-48 the deflation is
made for Central Government and local authorities

combined and Chapter 4.4 should be consulted for
methods and cautions.

1gZ0-1Q9SS

The total current expenditure on goods and services
was split into six categories for purposes of deflation:
four covering salaries and wages, two for other ex-
penditure (including imputed rent). For remuneration
of teachers In grant-aided schools, police, salary-
earners and wage-earners In ‘other local government
service the series given by Chapman [146, pp. 17/1M
174-5 and 199] are deflated by her corresponding
Indices of average salaries or wage-rates. It is thus
assumed, for want of a better procedure, that output
per head In these sectors was constant over this period.

The estimates in Table 35 and the Chapman esti-
mates of wages and salaries were then used to obtain
one series for expenditure other than wages or salaries
on education, police, health and poor relief and
another for highways, sewers and other non-trading
services. The first was deflated by the consumers’ ex-
penditure average value index (see column (1) of
Table 61); the second by an index of basic materials
used for construction.®

i 886~igi3

A speclal Index was constructed for the purpose of
deflating local authorities’ current expenditure on

N See Appendix 5.2.

2 For 1919720 and 1920/1 this expenditure is not given for
Ireland and the figure for 1918/19 was extrapolated pro-
portionately to the series for Great Britain. For years
before 1902/3 it is not available for England and Wales
and an estimate was made by reference to the revenue
other than from loans and trading services. For all years
the series includes some expenditure out ofcapital receipts
other than loans which should strictly be treated as
capital expenditure.

The non-trading services also include cemeteries, ferries
and corporation estatesbut thecorrespondingincome isalso
Included In the receipts deducted and the net effect is
negligible.

For this reason the receipts from repayments on account
of private iImprovements were not deducted, although the
corresponding outlays are included In the expenditure

figure.
K. May\vald, ‘An Index of Building Costs in the United

Kingdom, 1845-1938’, Economic History Review, VIlI,
1954-5 [208], p. 193. The index Is an unweighted average
ofthe price ofsix materials and was recalculated with 1938

= TOO.
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goods and services In this period. It Is an unweighted
average of the consumers' expenditure average value
Index, die Maywald index of building costs, covering

SUBSIDIES, GRANTS AND

DEFINITION OF THE SERIES

This chapter covers:
(a) Housing subsidies
(b) Grants to persons

(f) Debt interest
As explained earlier (Chapter 5.0) housing iIs the

only trading service for which the deficit Is treated as
a subsidy. The deficit 1Is measured by the excess of
expenditure, Iincluding loan charges and repairs etc.®
on all housing revenue accounts over the amounts
received In rents from tenants and In grants towards
housing from the Central Government. The subsidy
also includes the net cost to local authorities of Im-
provement grants to private house owners (i.e. after
deducting the government contribution). The housing
subsidies were negligible before 1920 and are taken as
ZEero.

Grants to persons consist of three 1items: outdoor relief
(public assistance In cash and kind but excluding
medical relief)the net costto local authorities of pro-
viding school meals and milk; and scholarships and
grants to universities. The scholarships comprise cash
payments to school and university students In respect
of fees and maintenance allowances.

Debt interest represents the interest paid on rate fund
and trading services revenue accounts. In the Blue Book
estimates payments of debt interest which are financed
from iInterest received on the invested balances of con-
solidated loan funds are also included. This element of
debt Interest does not appear in the Local Government
Financial Statistics and i1s not included In the estimates

for earlier years.
The three series are shown for 1900-1965 1n Table 13.

SOURCES AND METHODS OF ESTIMATION

For 1946-65 see p. 91 above, for all three series. For
earlier years the sources and methods are as follows:

Housing subsidies

1939-7945

The appropriate definition is obtained from the series
for the net expenditure on housing before deduction of
the government grant less the grant towards housing
from the Central Government. The net series IS given
In Peacock and Wiseman [226, p. 195].

both wages and materials [208, p. 192] and an iIndex
ofthe average pay ofmale and female teachers in public
elementary schools in England and Wales.™

DEBT INTEREST, 1900-65

1Ig20-1g38

The estimate starts from those components of current
expenditure on goods and services as estimated In
Chapter 5.4 (see p. loi1) that specifically apply to
housing. In terms of the items of Table 5.1 p. 94,

these are the housing revenue account transactions:

1+2 +3 Maintenance expenses including loan
charges

Less income from rents

Less transfers to housing repairs accounts
Add expenditure of housing repairs

accounts

The Central Government contribution towards housing
(see Chapter 5.3) i1s then deducted from this figure.

1939-1945
The series used are those given for education and poor
relief in Peacock and Wiseman [226, p. 205].

1920-1938

The figures for ‘out-relief’ are taken from Part | of Local
GovernmentFinancial Statistics [22], the Anhnual Reportsofthe
Scottish Department of Health and the Local Taxation
Returns [Northern Ireland) [23], and to these are added
a minute sum for expenditure by trust or charity funds
(item 3pfofTable 5.1). The figures for scholarships are
taken from Peacock and Wiseman [226, p. 205].

igoo-1g 20

The figures for ‘out-relief’ are taken from an unpub-
lished series compiled by Veverka (from the sources
used for 1920-38); and an allowance for grants to
students, based on the Statistical Abstracts [35, e.g.
No. 62, p. 393], was added to this.

Debt Interest

For 1920-38 this is the sum ofthe interest payments for
trading and non-trading services shown asitems 3 and 21

~ Based on data from the Report of the Committee o f the Council
on Education (England and Wales [31], annual to 1898-9,
and Statistics ofPublic Elementary Day Schools. . . [31].

2 In estimating repairs it is the actual expenditure by the
Statutory Housing Repairs Accountwhich isincluded, not
the provision for repairs charged to the housing revenue
account.

®This service was taken over by the Central Government
from July 1948.
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In Table 5.1, P. 94 (and tile corresponding tables for
Scotland and Northern Ireland). For 1900-20 the total
Interest payments are given for England and Wales In
the Annual Local Taxation Returns™ [10, e.g. 1913-—14,

CAPITAL EXPENDITURE AND TRANSA

DEFINITION OF THE SERIES

This section covers:

(a) Capital expenditure. This Is expenditure by trading
and non-trading services on the purchase or construc-
sion of assets (including land), before providing for de-
preciation and net of receipts from the sales of land or
other assets. It excludes such items as normal repairs
and maintenance, but precisely what it includes is
necessarily dependent on the practice of individual
authorities; one may treat as capital an outlay which
another would charge to revenue, e.g. expenditure on
the widening of roads. The present estimates accept as
capital expenditure all outlays so shown in the Local
Government Financial Statistics.

[b) Transactions infinancial assets: i.e. borrowing and
repayment of loans by local authorities; loans to, and
repayments by, individuals; and net changes In cash
balances. This last item is measured as a residual and so
Includes any errors and omissions In the current and
capital accounts.

The above estimates, taken together with the net
surplus on current account and the capital grants from

the Central Government constitute the capital account,
shown as Table 36.

SOURCES AND METHODS OF ESTIMATION

The items referred to in each case as the basis for the
estimates are those set out in Table 5.1, p. 94 (and the

corresponding tables for Scotland and Northern
Ireland).
Capital expenditure
This Is:
16 — 165 -I-36 Capital expenditure on works by

trading and non-trading services™
(14- 145+ 34) Less receipts from sales of land and
other sources™
- {44 - 44a - 22) Less transfers from all capital
accounts to special funds other

than sinking funds

Add expenditure (non-transfer) of
iInsurance funds®

+ 39e¢

New borrowing

This Is receipts by the capital accounts from loans
(items Il and 31). The local authority Returns do not

pp. 76-7] and for Scotland and Northern Ireland in the
Statistical Abstracts [35, e.g. No. 62, pp. 60-3]. For 1030-

45 the required figures are given in the Annual Abstract of
Statistics [9, e.g. No. 87, pp. 247-51].

CTIONS IN FINANCIAL ASSETS, 1920-38

distinguish borrowing from the Central Government
but a separate figure for this can be obtained from the

pvernment accounts (see Chapter 4.6) leaving borrow-
Ing from other sources as a residual.

Repayments

This iIs built up from items:

2+ 20 Repayments and transfers to sinking
funds by revenue accounts
17 + 37 Repayments and transfers to sinking
funds by capital accounts
- (43a + 44a) Less transfers to sinking funds
+ 39a Add expenditure by sinking funds®

It thus represents actual amounts repaid and not
amounts provided by way of transfers to sinking or
redemption funds.

A separate series for repayment of Central Govern-
ment loans can again be obtained from Chapter 4.6.

Loans to individuals [net)

This refers to that part ofitems 16 (capital expenditure)
and 14 (capital receipts from sales of land etc.) which
relatesspecificallytoSmall Dwellings Acquisition, i.e. the

advances made to persons to enable them to acquire or
build their own homes.

N et change in balances and unidentified items

This Is essentially the residual item required to balance
Table 36. The net increase In balances can formally be
measured by subtracting total expenditure (other than
by superannuation funds) on all five accounts (items
4+18+ 25-1-38+ 4 2-42g) from total income (other
than for superannuation funds) of the five accounts
(items 10+15-1-30+ 35+ 46-469).The resultwill differ
from the true change in balances (invested or at banks)
as a result of any errors in the estimates including the
adjustments from a financial to a calendar year basis.

Figures for 1915-19 were obtained by interpolation be-
tween the last '‘pre-war’ aggregate figure published, for
NOH/NS ~od the ne.xt available figure, for 1919/20.

The subscriptprefers to Small Dwellings Acquisition capital
expenditures and receipts. These are treated as loans to

and repayments by, individuals.
See Appendix 5,2.




APPENDIX 5.1

AGGREGATE ESTIMATES OF THE

EXPENDITURE OF

INCOME AND

LOCAL AUTHORITIES IN

ENGLAND AND WALES, 1919/20 TO 1928/9

The first year for which the published Local Taxation
Returns [lo] for England and Wales contained summary
tables of the transactions of all local authorities (such as
are nowpublished) was 1929/30. Prior to that thevolumes
on sale to the public only contained detailed information
relating to individual counties, county boroughs, anc
metropolitan boroughs, the Metropolitan Police and

Metropolitan W ater Board, and aggregate tables for al
authorities of each of the different types (county
boroughs, counties, non-county boroughs, urban dis-
tricts, rural districts, metropolitan boroughs and mis-
cellaneous authorities). This information was, in fact,
similar to - but not immediately comparable with -
that given i1n Parts 11 and 111 of the Local Government
Financial Statistics published in the late 1930s. A number
of aggregate figures were published iIn the Statistical
Abstractfor the United Kingdom and in the Annual Reports
ofthe Ministry ofHealth, including such items asincome
from rates, government grants, receipts from loans, loan
charges etc.; but these were far from sufficient to give
a complete picture oflocal government finance. On the
other hand itisnotenough merelytoaggregate thefigures
In the ReturnsLov different classes of authority to obtain
summary tables representative of the whole local
authority sector, for the published tables all include a
number of transfers between different funds of the same
council and between different authorities which must
be eliminated as far as possible In the construction of
summary tables.

Fortunately, the Local Taxation Returns give an indica-
tion of these duplicate reckonings in two columns which
are referred to as ‘adjusting entries’ and which show
how much of the income of each particular service was
received from another account of the same council or
from another authority. This does not show which ser-
vice was responsible for the corresponding item of ex-
penditure, and It is therefore not possible to eliminate
these duplications with complete accuracy whilst still
maintaining a distinction between rate fund, trading
services and special funds, and between revenue and
capital accounts. However, it has been assumed iIn the

calculations which follow that the duplications occur
wholly between accounts of similar types, I1.e. the
amounts appearing as current income also appear as
expenditure in currentaccounts, and similarly for capital
accounts (special funds require a completely different
treatment, as iIs explained later). This assumption may
well be unrealistic, but its justification must be that it
seems to work well In practice (it yields good results
wherever official data are available for comparison)
and that it does not seem possible to devise any other
method with a sounder theoretical basis.

It is again fortunate that the Ministry of Health also
prepared but did not publish certain summary tables
for all authorities for the years 1927/8 and 1928/9. These
were made available to us for comparison with the re-
sults obtained by aggregating and consolidating the
figures given in the Returns for those years. Without these
two summaries it would be very difficult to check the
method of aggregation, for from 1929/30 onwards the
form of the tables In the Returns is somewhat changed
and it is not possible to apply the same method ofaggre-
gation and then to check 1t against the published
summaries.

The procedure used to aggregate the figures can be
Illustrated by the calculation for the rate fund services
for 1928/9. We set up a table in which the first eleven
columns cover the eleven different classes of authority
(including Poor Law Authorities as a separate class) and
column (12) - which is reproduced below-is the total
for all authorities. The two other columns of the table
and the thirteen rows are shown in Table 5.3.

Columns (1) to (i11) are completed by obtaining the
data from the annual returns for the various classes of
authority and summed to give the total in column (12).
Rows 6 and 7 are the adjusting entries already referred
to;they are amounts which appear twice as both income
and expenditure by reason ofbeing transferred from one
local authority account to another during tlie year.
They all appear asincome ofthe authority they are paid
toinrow 3; while the amounts shown in row 6 also appear
as expenditure ofthe same authority (but not necessarily
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ABLE 5.3 METHOD OF AGGREGATING FIGURES FOR VARIOUS
CLASSES OF AUTHORITY IN ENGLAND AND WALES
USED FOR THE YEARS 1919/20 TO 1928/9
(Data used are for the year 1928/9 in ~“M.)
Class of
authority | ess Net
(?)0 [[L(‘)”‘(’I‘IS) Tcl)géﬂ adjustments total
(12) (13) (14)
Current expenditure”™
1. Maintenance and other 264.1 18.2
exXpenses | 245-9
2. Loan charges 51.0 510
Current income”™
Fees, rents etc. 18.2
Government grants
Rates
Adjusting entries
6. From other accounts of the
council
7. Receipts from other authorities 16.9
Capital receipts
8. Loans
9. Transfers from revenue etc.
10. Government grants
11. Sales of land etc.
Adjusting entry
12. Recelpts from other authorities 0-5

Capital expenditure
13. Total capital expenditure

source: Annual Local Taxation Retun [10] for 1928/9.

®Excluding transfers from trading services In aid of rates,
transfers totrading services to meet deficiencies and income

In the rate fund table), and those shown Iin row 7 appear
as expenditure of another authority (but again not
necessarily in the rate fund table). Row 12 of the rate
fund table shows capital sums received from other
authorities, and these too must appear elsewhere as
expenditure by the other bodies.

In aggregating the different funds of the different
councils, therefore, the duplicate reckonings of income
can be eliminated by a simple subtraction ofrows 6 and 7
from row 3 and the elimination of row 12. The corre-
sponding adjustment of expenditure Is not quite so
straightforward. As has been pointed out, the transfers
received as income in one kind ofaccount are not neces-
sarily shown twice as expenditure in the same kind of
account (e.g. they may be paid from trading service
revenue account of one authority to rate fund revenue
of another). But there I1s no indication of the extent to

or expenditure arising from agency services for govern
ment departments.

which the duplicate entries are of the kind instanced;
and so, as an approximation, they have been assumed
to be confined to accounts of similar type (apart from
trading service transfers in aid ofrates and transfers from
rate fund to meet trading deficiencies, which are a special
case). This assumption means simply that the amounts
shown as duplicate receipts In the current and capital
accounts respectively (rows 6 and 7 and row 12) must
be subtracted from the expenditure in the corresponding
accounts (rows i1 and 13). The fact that the aggregation
extends over all authorities makes it unnecessary to give
any special treatment to transfers between authorities,
which are therefore treated in exactly the same way as
transfers between different accounts of the same council.

Exactly the same principles are followed In aggregat-
INng and consolidating the estimate for trading sciences.
However, tlie procedure is a little more complicated
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because part ofthe amounts shown as income from work
done for ‘other funds ofcouncil ' or for  other authorities’
are not also shown twice as income in the row for ‘income
from sources other than grants’, though they are In-
cluded twice as expenditure cither in the accounts of the
same council or in those of another local authority. Tlie
amount deducted from income is, therefore, less than
the amount deducted from ‘working expenses’. Apart
from the adjusting entries the rows set up for the trading
services table correspond to items 19 to 38 ofTable 5.1,
P- 94-

There remain, moreover, a number of other adjust-
ments to bring the figures derived In this manner into
line with the summary tables for later years. There are,
In particular, a number of rows for transfers to or from
trading services, where figures are not available for
certain classes ofauthority. This is usually because in the
Retunu the trading services of these authorities are In-
cluded in the same table as the rate fund services, where
such transfers are not normally shown. Examination of
the summaries for 1927/8 to 1936/7 shows that for cer-
tain of these transfers, the authorities for whom details
are available in earlier years represent a very high and
stable proportion of the total - as would be expected
from an examination of the lists of classes of authority.
It has been assumed, therefore, that thesesame authorities
represent a similar proportion of the total in the earlier
years (prior to 1929/30), and the figures available have
been taken to represent a percentage ofthe total equal to
the average proportion in the period 1927/8 to 1936/7/.

These proportions are:
PP Per cent

Transfers from trading service revenue accounts
to reserve accounts
Transfers from trading service revenue accounts
to capital accounts
Transfers from trading service revenue accounts 95-4
In aid of rates
Transfers to trading service revenue accounts
from rate funds

In the case oftransfers totrading service revenue accounts
from reserve and special funds, the available authorities
normally cover so large a part of the total that no adjust-
ment has been made.

Since this adjustment arises from the fact that trading
and rate fund services are included in the same table for
certain classes of authorities, it follows that the ‘ missing’
components of transfers to reserve etc., and to capital
accounts (but not to or from rate funds) which have been
estimated in this way must be subtracted from the work-
Ing expenses of the trading services where they were
previously included (in the Local Taxation Returns).

This gives totals inthe various rows which take account,
so far as possible, of the various duplications In the

official figures for separate types of authority, and which
give an exceptionally close approximation to the sum-
mary tables prepared by the Ministry ofHealth for 1927/8
and 1928/9. Certain of the items can also be compared
with corresponding figures from the Statistical Abstracts.
These comparisons, and those of the detailed figures for
1927/8 and 1928/9, suggest that the range oferror in the
estimated figures is very small. It should be noted that
the estimates prepared in this way for capital receipts and
expenditure do not make any special allowance for the
fact that for some authorities and in some of the years,
the official data relate to receipts from, and expenditure
out of, loans only; 1t seems unlikely, however, that
there were any other capital items of any size In those
Instances.

Turning to the special funds, the information avail-
able from Local Taxation Returns is far less complete and
the estimates which can be formed are more hazardous.
The official returns give details of individual special
funds for only three classes of authority: the London
County Council, metropolitan boroughs and county
boroughs. To construct estimates of aggregate trans-
actions on the basis of these three classes must depend on
the fact that they cover a fairly high proportion of total
special fund transactions, and that any error introduced
In estimating the remainder is therefore likely to be
small. The general method adopted has been to calcu-
late for the years 1927/8 onwards the proportion oftotal
transactions ofa certain kind which are covered by these
three classes of authority (or, more precisely - since the
London County Council and metropolitan boroughs
are somewhat exceptional - the proportion which
county boroughs represent ofthe total lessthese two); this
proportion Is usually high, and In many cases quite
stable, and has then been applied to the earlier data to
make estimates for the years prior to 1927/8.

This method has been adopted In all except three
cases. The first relates to transfers to or from special funds,
where it Is necessary to distinguish between payments to
or from rate fund and those to or from other accounts.
This distinction I1s not made In the London County
Council accounts prior to 1930/1, so the totals have first
been estimated for transfers to or from all other accounts,
and have then been split between rate fund and other
accounts on the basis of their average proportions in the
years for which data are available.

The second case where a special calculation has been
made Is that of superannuation funds. There has been
a steady growth Iin the number of authorities operating
these, and it was clear from the figures for 1927/8 onwards
that the London County Council, metropolitan boroughs
and country boroughs represented a declining propor-
tion of the total. This was also apparent from data
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regarding the number of superannuation schemes In
operation given In the annual reports of the National
Assoclation of Local Government Officers. In fact, over
the period 1927/8 to 1936/7, the proportion of total
transfers to superannuation funds from all other accounts
(the employer’scontributions) which is covered by those
three groups of authorities decreases very steadily from
71970 % to 66.5 %. If it is assumed that exactly the same
trend existed prior to 1927/8, estimates can be formed for
the earlier years, and this entails using a proportion of
91.2% for 1919/20. That this isnot unduly high seems ap-
parent from the N.A.L.G.O. data which show that prior
to the Superannuation Act of 1922, 32 out of 35 authori-
ties operating superannuation schemes were in the three
classes (21 of them were metropolitan boroughs.)

A somewhat similar consideration applies to the third
case: the estimates of the expenditure of housing repairs
accounts (item 39c In Table 5.1). Here there iIs the
difficulty that prior to 1935/6 these accounts are not
distinguished from other reserve funds, so that, although
It IS possible to estimate the expenditure of total reserve
funds, It remains necessary to divide this between housing
repairs accounts and other funds. The expenditure of
housing repairs accounts must clearly have some con-
nection with the number of local authority houses in
existence and It was assumed to be directly proportional
to the number of houses In existence four years earlier.
For 1930/1 to 1934/5, however, this method gives
results which are certainly too high (in some years they
exceed the known total for expenditure by all reserve
funds) presumably because activity was curtailed In
conformity with the general restriction of expenditure
during the depression. The estimate for this period was
Instead taken to be the same proportion of the expendi-
ture of all reserve funds as In the four years 1935/6-

1938/9- The non-transfer income of housing repairs

accounts (interest on invested balances) has been taken
as zero throughout the period to 1929/30.
"The data for expenditure by ‘Other special funds’
(item 39h) have not been calculated independently but
are a residual obtained from Iindependent estimates for
all the other types of special funds and for the total. In
connection with this item it should also be noted that
an adjustment was made, arising from the variation in
the published data relating to special funds which
occurred In 1936/7, as I1s Immediately apparent from a
comparison of the figures for ‘Other special funds’ In
that and subsequent years with those up to 1935/6. It is
clear that there i1s a discontinuity In the constituents of
this miscellaneous item; and It appears, from a study of
the figures and from the recollections of various persons
concerned, that this is due to the inclusion ofthe London
County Council Consolidated Loans Fund Interest
Account In the earlier period and its exclusion In the
later years. With estimated adjustments for transfers
between authorities, this would account for a discon-
tinuity ofjust the right order of magnitude in all items.
In theory it might be best to include this account (with
the appropriate allowance for transfers from other
accounts) In every year. In practice, the figures are not
avallable for 1936/7 onwards, and the allowances for
transfers are difficult to make in earlier years; the earlier
figures for * Other special funds’ and for total expenditure
by special funds (item 39) have, therefore, been adjusted
to exclude this account, so as to preserve continuity.
Local Taxation Returns for 1921/2 gave summary tables
for the various classes of authority but did not include
any of the detailed tables on which the special funds
estimates for other years have been based. In construct-
Ing the social accounts for that year all special funds
transactions have been estimated as the mean of the
figures for 1920/1 and 1922/3.
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SPECIAL FUNDS

The following notes relate to the treatment of the special
funds covered by Table in of Local Government Financial
Statistics [22]. The non-transfer income ofall these funds
(except superannuation funds, which are In any case
treated differently - see (g), below) iIncludes a large
element of investment income and has been treated
wholly as such. All transfers between accounts have
been, as far as possible, eliminated. The treatment of
non-transfer expenditure is explained in the notes.

(f) ‘Sinking funds or redemption funds for the re-
payment of loans’ are funds to which the revenue and
capital accounts of both trading and non-trading
services transfer annual contributions towards loan
repayment. In the case of the revenue account transfers
the accounts form part ofthe ‘repayment’ component of
loan charges - see items 2 and 20 of Table 5.1, p. 94.
The expenditure of the sinking funds iIs almost wholly
applied In repayment of loans and so appears under
that heading in the capital account where it replaces the
amounts transferred to sinking funds by the other (re-
venue and capital) accounts of the local authorities.

(A) ‘Statutory housing repairs accounts’ are set up
to provide funds for redecoration and maintenance of
council houses; income is derived mainly from contribu-
tions by the housing revenue accounts and expenditure
IS mainly on repair and maintenance work; it has been
allocated to non-trading services.

(r) ‘Housing equalisation accounts’ are a device for
applying certain government housing grants, given for
a period of 40 years only, to the repayment of loans
spread over a period of 60 years; no expenditure Is yet
due from these accounts, but various small amounts are
shown and have been iIncluded In the non-trading
services.

(d) It appears that ‘Other reserve funds’ are mainly
In respect of trading services. Expenditure (other than
transfers) Is treated as capital formation.

(e) The purpose of ‘ Insurance funds’ iIs to cover part
of the Insurance risk on the councils’ property; no infor-
mation Is available to show how these funds spend their
money, so their expenditure has been included In
non-trading capital formation (it Is, In any case, very
small).

(/) The expenditure of‘Trust or charity funds’ has
been regarded as a grant to the personal sector; these
funds have numerous purposes, many of which are akin
to out-relief.

() ‘Superannuation funds’ have been treated as
funds held on trust for the employees; employers’ con-
tributions are therefore treated as a part of current
expenditure on goods and services (in the case of non-
trading services) or as current expenditure In the case of
trading services;”™ all other income (i.e. from investments
or employees’ contributions) and expenditure of the
funds are regarded as falling within the personal
sector.

{k) ‘Other special funds’ are a heterogeneous collec-
tion of suspense accounts, firemen’s and police pensions
accounts, accounts for the maintenance of graves, and
so on; their non-transfer expenditure has been treated

as current expenditure on goods and services by the non-
trading services.

‘Transfers tosuperannuation funds from rate fund account’
measures the employers’ contributions for employees In
non-trading services; and the ‘ transfers to superannuation
funds from accounts other than rate fund’ covers the trad-
INg Services.
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