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The compilation of the United Kingdom balance of payments

The United Kingdom balance of payments is a classified 
account of all purchases and sales of goods, services and 
capital assets between residents of this country on one side 
and residents of all other countries on the other. Goods, 
services or assets received are entered in the balance of 
payments (at a money valuation) as a debit because they 
give rise to an obligation to provide settlement in cash or 
(less frequently) in kind. Goods exported or services 
provided are entered as a credit because they establish a 
claim to receive payment.

It may happen that a United Kingdom resident receives 
something from abroad—a parcel containing gifts for 
instance—without giving anything in exchange. In order 
that the entire balance of payments may be presented as a 
self-balancing account, gifts are included as if there were 
some consideration corresponding to them on the other 
side of the account. Thus the parcel in this example is 
included not only in “ imports ” as a debit, but also as a 
credit in a category covering gifts and other one-sided 
transactions such as the transfer of migrants’ funds and 
legacies.

In order to establish a theoretical basis of compilation, 
the transactions which enter into the balance of payments 
are defined as those which involve a change of ownership 
of goods or capital assets. Similarly a transaction should 
be included in the tables in the period when change of 
ownership takes place. Few records in fact exist which 
show transactions defined in this way, with their respective 
dates. Usually statistics of payments or the movement of 
goods have to be adapted. Where a service is provided, 
the entry, to be logically consistent, should correspond to 
the time of its performance, which may not be the same 
as the time of payment ; but in practice it is usually 
necessary to record it at the date of payment.

Almost anyone may be a party to a transaction with a 
resident of another country, and there is certainly nothing 
to ensure that all such transactions will come to the know
ledge of the compilers of a balance of payments. A very 
important part of them however is recorded in the Trade 
and Navigation Accounts which are published monthly. 
In some countries (the United States and Canada are 
examples) information on “ invisibles" and capital 
movements is collected from a long list of banks, brokers, 
commercial firms and even private persons. In this 
country it has so far proved possible to complete the picture 
of the balance of payments with a fair degree of success 
mainly by the use of information which is given for other 
purposes, notably exchange control.

At present, permission needs to be obtained from H.M. 
Treasury before a payment may be made to a country 
outside the Sterling Area, i.e., the Scheduled Territories 
designated in accordance with the Exchange Control Act 
of 1947. (The Scheduled Territories at present consist of 
the British Commonwealth except Canada, together with 
the Irish Republic, Burma, Iceland, Iraq, Libya, Jordan 
and British Trust Territories, Protectorates and Protected 
States.) After the payments have been made the applica
tion forms are classified and aggregated country by country 
under various economic categories. In recent times no 
form of application has been required (though permission 
still has to be granted on behalf of H.M. Treasury) for

payments up to £250. By this dispensation a great amount 
of form-filling is eliminated with a loss of information 
covering only 2 per cent, of the total amount paid abroad ; 
and this loss is made good roughly by estimation. An 
arrangement of longer standing, which also affects the 
record of payments made abroad, is that some companies 
which frequently need to make disbursements and also 
have receipts from abroad are permitted to maintain 
accounts in foreign currencies, the debits and credits to 
Which are reported at intervals.

Although the manner in which debts may be collected 
from outside the Sterling Area is also regulated by United 
Kingdom exchange control, the procedures employed are 
far less fruitful in yielding records which are adaptable 
for use in the balance of payments ; and naturally only 
indirect light is thrown on transactions, whether debit or 
credit, with the Sterling Area. But information received 
from abroad, sometimes as part of an agreement to exchange 
records, goes a long way towards supplying what is 
wanting. Such information is the more comprehensive 
because in certain sterling, as well as non-sterling, coun
tries exchange control procedures are applied to payments 
to any part of the world, including the Rest of the Sterling 
Area (R.S.A.).

Comparatively little information is requested solely for 
the purpose of constructing the balance o f payments. 
All details given, whether they become available as a by
product of exchange control formalities or are provided as 
a courtesy, are merged into aggregates so that no single 
institution's or company’s affairs are made known even 
approximately except to those engaged in the compilation ; 
and all interested parties are consulted on questions of 
publication.

In practi(ie the method of compilation begins with 
separate studies for practically all countries in their finan
cial relations with the United Kingdom and with the Rest 
of the Sterling Area and often with the rest of the world. 
By this means the information received from abroad can 
be most readily incorporated and certain limits are set 
within which to detect errors. From these specialised 
studies the tables showing the United Kingdom’s trans
actions with the rest of the world are built up.

The method employed explains the diversity of sources 
used. Reliance on fewer, more homogeneous, sources 
might lessen the problems of reconciliation and present a 
more orderly appearance ; but each source actually used is 
considered the most accurate at present available in its 
own field. Complete accuracy is unattainable and one 
aim of this note is to show where the possibilities of error 
lie.

Sources vary greatly in the precision and suitability'of 
the data they provide. Exact accounting figures are 
available for some items. Elsewhere a greater or lesser 
degree of estimation is necessary. Where no basis what
ever for estimation exists, no estimate is included. It may 
be inferred that there is likely to be a hiatus in some items, 
e.g., there are no figures for certain types of short-term 
capital movements.

In recent years tables of the United Kingdom Balance of 
lyments have been published in half-yearly White
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Papers, the latest being Cmnd. 273 of 1957. For notes and 
definitions reference should be made to this Paper and to 
the fuller version in Cmnd. 122. The purpose of this 
article is simply to describe the material available for 
constructing the tables. Accordingly it may now be 
appropriate to consider each item separately, ignoring 
group totals. For convenience the list of items and 
headings is reproduced from Cmnd. 122.

CURRENT ACCOUNT
Debits

Imports (f.o.b.)
Shipping
Interest, profits and dividends 
Travel
Migrants’ funds, legacies and private gifts (net)
Government
Total

Credits
Exports and re-exports (f.o.b.) 
Shipping
Interest, profits and dividends
Travel
Government
Other (net)
Total
BALANCE OF CURRENT TRANSACTIONS 

EXCLUDING DEFENCE AID NET
Defence aid (net)
BALANCE OF CURRENT TRANSACTIONS 

INCLUDING DEFENCE AID NET

INVESTMENT AND FINANCING ACCOUNT 
GRANTS, ETC.
INTER-AREA TRANSFERS
18. United Kingdom drawings on and repayments to 

International Monetary Fund (I.M.F.)
Sterling drawings by other countries on I.M.F. 
Transfers between R.S.A. and non-sterling areas (net) 
Purchases of gold from R.S.A. (net)
Other gold and dollar transfers (net)
Other transfers (net)
Balance of inter-area transfers

INVESTMENT, BORROWING, ETC.
25. Inter-Government loans by United Kingdom (net)
26. Inter-Government loans to United Kingdom (net)
27. Other capital (net) and balancing item
28. Balance of investment, borrowing, etc.

30.

OVERSEAS STERLING HOLDINGS, ETC.
29. Change in overseas sterling holdings

Change in United Kingdom official holdings of 
non-dollar currencies

Change in United Kingdom debit balance in European 
Payments Union (E.P.U.)

Special “ waiver ” accounts 
Change in overseas sterling holdings, etc.

GOLD AND DOLLAR RESERVES
34. Drawings on or additions to gold and dollar reserves
BALANCE OF INVESTMENT AND FINANCING

CURRENT ACCOUNT
DEBITS

1. Imports {f.o.b.)
For non-sterling countries information is drawn from 

the exchange control application forms completed by the 
importer and forwarded by his bank. On the form he 
enters the commodity or article to be imported, the payee 
and the amount to be paid. The importation may be 
made on f.o.b. terms (which is the valuation required for 
the tables) or inclusive of freight and insurance ; in the 
latter case the amount ascribable to the separate com
ponents is not necessarily stated by the trader, or indeed 
known to him. It follows that this item contains elements 
which would be more properly classified under “ shipping ” 
or “ other ” services. Moreover there is usually nothing 
to show whether the foreign supplier who sells on “ c.i.f.” 
terms employs a foreign or a United Kingdom-operated 
ship. (It should perhaps be made clear at this point that 
shipping receipts are estimated on a basis which includes 
receipts from foreigners employing United Kingdom ships 
on c.i.f. contracts.)

Wherever possible, figures are checked against related 
sources. Totals of payments can be compared with the 
Trade and Navigation Accounts, after allowing for differ
ences in the range of articles covered and making deductions 
from the Trade Accounts to remove freight and insurance. 
When all the indicated adjustments have been made (and 
they are many) a fairly good agreement between the two 
sources is obtained. Usually there remains a small 
unexplained shortfall in recorded payments as compared 
with the Trade Accounts, and there are some past periods 
for which the shortfall is more considerable. Again, when 
the regional distribution of the two sets of figures is 
compared there are also differences attributable to the 
fact that the Trade Accounts are divided geographically 
according to the country of consignment, whereas the 
exchange control figures are classified according to the 
residence of the payee or seller.

Recorded payments are assumed to correspond reason
ably well as to timing with the passing of the goods into 
United Kingdom ownership, whether they have already 
entered the country or have still to do so. Enquiries have 
been carried out from time to time in order to determine 
whether payment precedes or follows the arrival of goods 
in this country. The more recent enquiries have consistently 
supported the conclusion that most goods are paid for 
shortly after (often in the same month as) arrival. A 
smaller number of payments relates to goods imported 
earlier, up to three months before (rarely longer), and 
somewhat fewer still are for arrivals in the future.

Imports from the Rest of the Sterling Area are computed 
from the Trade Accounts by the Board of Trade, who 
make appropriate deductions for each commodity to 
remove insurance and freight. For three commodities 
(cocoa, wool and rubber) which are normally paid for 
before arrival, adjustments are also made so as to include 
them in an earlier period than when they are recorded in 
the Trade Accounts. For two others (tobacco and dia
monds) the Trade Accounts are not used at all. Diamonds 
are excluded from United Kingdom Trade Accounts and 
have to be estimated from overseas trade accounts. Tobac
co is included, but because stocks held abroad fluctuate 
widely, the values acquired are not suitably phased in the
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Trade Accounts and need to be specially estimated by the 
Board of Trade in consultation with the tobacco companies.

Another commodity which is treated exceptionally is 
petroleum. The Ministry of Power provides estimates of 
the value, f.o.b., of imports from all countries, sterling 
and non-sterling. Because much of the oil comes from 
United Kingdom companies' own production, the f.o.b. 
value will exceed the costs actually incurred abroad ; that 
is to say, this value will provide not only for operating 
costs, royalties and taxes payable abroad, but also for 
expenses incurred in the United Kingdom, and a margin 
for furthercapital development or distribution as dividends; 
and therefore it is partially offset by entries on the credit 
side of the tables. (See item 13.)

2. Shipping
Payments to non-sterling countries, whether for freight, 

passenger fares, chartering of vessels, or United Kingdom 
ships' disbursements in foreign ports, are notified through 
the operation of exchange control. Most of the informa
tion comes from the standard application form. The rest 
is taken from returns made periodically by shipping 
companies which, with the permission of H.M. Treasury, 
maintain their own accounts in foreign currencies and do 
not need to make separate application for each payment. 
The data obtained are complete, except that as mentioned 
above some freight payments are included under 
“ Imports ".

Payments to the Rest of the Sterling Area are almost all 
for United Kingdom ships' disbursements. Figures are 
based on the results of the comprehensive enquiry into 
the annual earnings and expenses of United Kingdom 
operated ships which is undertaken periodically by the 
shipping industry. This enquiry does not seek to ascertain 
the remittances made during the year under review, but 
the costs and earnings of voyages (or parts of voyages) 
which took place in that year. The last enquiry was 
based on the accounts for 1952 and estimates for subse
quent years are derived by writing up or down the latest 
available results, in the light of related statistics such as 
local returns of harbour revenues or ships' stores taken up 
and the volume and value of cargo carried ; they must be 
regarded as becoming less reliable as the year of the enquiry 
recedes into the past.

Payments by oil companies of freight and disbursements 
are not included in this category but in “ Other (net) ” 
below, owing to the difficulty of knowing the amount of 
freight included in the value of oil shipments, particularly 
on the credit side. The item “ shipping ” therefore relates 
to dry cargo only.

3. Interest, profits and dividends
Payments to non-sterling countries are notified by 

exchange application forms or by schedules which take 
the place of a large number of separate forms. Although 
(as has been said) forms are not in general completed for 
payments which do not exceed £250, for this item schedules 
provide summaries of all payments of whatever amount. 
An exception, for which no form or schedule is completed, 
is the credit to a foreign account at a bank of the interest 
earned on that account itself ; such credits may be estimated 
from what is known of foreign deposits. Discounts on 
Treasury Bills are estimated in a similar way. So far as 
possible, debits include the earnings of foreign-controlled 
companies in the United Kingdom which are not distri-

buted as dividends but retained and added to capital; 
it seems unlikely however that they are known at all 
completely, whether from exchange control procedures, 
the examination of balance sheets or other sources.

Remittances to, or credits to, the accounts of residents of 
the Rest of the Sterling Area are estimated mainly from 
what is known of their sterling holdings (deposits, Treasury 
Bills. British Government securities, etc.) and the interest 
rate appropriate to each type. Income on other types of 
investment is added from overseas sources.

Interest, profits and dividends paid by oil companies are 
included in “ Other (net) ” ; this is done for the sake of 
symmetry because the amount which properly belongs to 
the corresponding item on the credit side cannot be 
satisfactorily segregated from such credits as tankers’ 
freight.

Travel
Persons using the basic allowance for travel in non

sterling countries are not required to complete an exchange 
control application form for foreign currency or other 
facilities. Other means are therefore used in estimating 
their expenditure. The Board of Trade calculates the 
total number of United Kingdom travellers to the Conti
nent of Europe—the destination of the vast majority of 
tourists—though figures for separate countries are not 
available. Moreover, a number of the largest banks keep 
records, for short periods at different seasons of the year, 
of the amount provided to travellers in foreign exchange or 
sterling travellers' cheques or letters of credit. An average 
of expenditure is thus obtained, after subtracting an 
estimate of notes and cheques which are brought back 
unused. To the expenditure of the traveller must be added 
the remittances of travel agencies in the United Kingdom 
to their associates abroad in settlement of such costs as 
fares on foreign railways which may have been paid in 
this country.

Travellers who obtain special allowances (mainly for 
business purposes) complete an application form, whatever 
the amount ; they state the country or countries to be 
visited.

For travel to other Sterling Area countries, whether for 
holiday or business purposes, overseas sources are mainly 
used. But statistics showing, the number who travel* to 
distant countries by sea (though not by air) are compiled 
by the Board of Trade and also provide a basis for estimates 
in combination with information on average expenditure.

5. Migrants' funds, legacies and private gifts {net)
For the White Papers, income under this heading is 

deducted from outgoings and the balance appears as a net 
payment. It is the least trustworthy estimate among current 
items but it is distinguished because it calls for special 
treatment in national income accounting. Transfers to 
non-sterling countries by emigrants from the United 
Kingdom are derived from exchange control forms, as are 
legacies and gifts of money ; and gifts sent by parcel post 
can be estimated (uncertainly) from the Trade Accounts. 
But for receipts from non-sterling countries and transfers 
to and from the Sterling Area several sources are used. 
They include exchange control records of foreign currencies 
received by United Kingdom legatees in certain circum
stances ; Board of Trade statistics of numbers of immi
grants and emigrants, which are used in conjunction with
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estimates of the average sums brought into the country or 
taken out ; and some overseas sources.

6. Government
The Departments furnish returns of their remittances to 

all parts of the world. This item may therefore be taken 
as precise but subject to (unimportant) divergences in 
definition from the ideal.

CREDITS
On the other side of the current account the same 

sources are frequently used for all countries, sterling and 
non-sterling.

8. Exports and Re-exports
The Trade and Navigation Accounts are the source for 

all except a few articles, which, while falling outside their 
scope, are most conveniently grouped under this category 
in the balance of payments ; for example, second-hand 
ships, whether merchant vessels or naval craft, and 
diamonds. Information on diamonds comes from the 
Customs’ Declaration completed, for exchange control 
purposes, by an exporter to non-sterling countries, which 
include the important overseas markets for diamonds.

The balance of payments seeks to record exports at the 
time when the overseas customer becomes the owner of 
them. It is of course impracticable to determine when 
ownership of each consignment does in fact change and a 
rule of thumb has to be used. The most suitable time is 
thought to be when delivery takes place in the foreign port 
or somewhat later ; for some countries therefore the 
figures of exports used for the tables correspond to those 
that are recorded in the United Kingdom Trade Accounts 
for the previous month. For more distant destinations a 
transit time of two months or sometimes three is employed.

Progress payments on exports of capital goods are 
treated as short-term credit in the investment account.

Other adjustments are necessary. Some shipments, for 
example those to the Channel Islands or Navy, Army and 
Air Force Institutes (N.A.A.F.I.) abroad, do not pass into 
foreign ownership at all and so need to be deducted. And 
for the regional accounts some reclassification is needed to 
allow for goods consigned to one country but purchased by 
another ; for example, goods supplied by the Service 
Departments to United States purchasing agencies in 
Europe (known as “ offshore ” purchases), figures for 
which are available from the Departments.

9. Shipping
The main source for freight and charter receipts and 

passenger fares is the periodical enquiry already mentioned. 
It provides details of the earnings of United Kingdom 
operated ships from each country and is a basis for esti
mating by projection year by year until the results of the 
next enquiry are available. Wherever possible the pro
jections take account of changes in the volume of trade and 
movements in freight rates, and of statistics provided by 
some other countries. The companies’ returns described 
under item 2 give up-to-date information on earnings from 
dollar countries and are used instead of projections. 
Exchange control sources are also drawn on for earnings of 
Canadian-owned ships managed in the United Kingdom

under a scheme introduced in 1950. These ships were 
outside the scope of the last enquiry.

For disbursements of foreign ships in United Kingdom 
ports the only firm information comes from overseas 
sources. It covers only some countries and (uncertain) 
estimates for the rest are made on the assumption that 
they bear a fairly constant relationship to freight payments 
made to the country concerned.

Earnings of United Kingdom oil companies’ tankers, 
together with sales of bunker oil, are included under 
“ other (net) ” and not under “ shipping ".

10. Interest, profits and dividends
Overseas sources predominate. A number of countries 

particularly in the Commonwealth and in Europe
provide figures which answer to requirements, or nearly so. 
Data received from some Colonies are a satisfactory basis 
for estimation ; they include the yields of taxation and 
statistics of output, working costs and selling prices of 
some of the more important primary commodities which 
are produced by United Kingdom owned enterprises. 
Some of the estimates relating to separate countries (and 
hence the published figures) include retained profits as 
well as amounts remitted ; others do not include them ; 
they are rarely available as a separate item.

Other sources are the Bank of England's annual survey 
of overseas investment and their estimate of interest 
received by United Kingdom banks on loans made to 
non-residents.

It has already been pointed out that oil companies’ 
receipts of interest, profits and dividends form part of 
" other (net) ”

II. Travel
The Board of Trade provides the statistics of travel 

receipts on the basis of the estimated number of visitors, 
derived from Home Office records of aliens' movements, 
ships' manifests and studies of air traffic. Numbers are 
combined with estimates of the length of stay in the 
United Kingdom and average daily expenditure, calculated 
by the British Travel and Holidays Association who keep 
the whole subject under review. Overseas sources are 
often available as a check.

12. Government
Precise figures are supplied by the Departments.

13. Other (net)
Very varied sources are used for this item, which 

includes all current receipts not specified above less all 
unspecified current payments. Information given for 
exchange control purposes is used for non-sterling coun
tries for all payments and some receipts, in so far as they 
accrue to foreign currency accounts.

Of the components, the largest are the transactions of 
the oil companies. Information about them is compre
hensive since the companies render returns which contain 
any relevant details which have not already been supplied 
for exchange control purposes. It is not possible however 
to distinguish receipts attributable to their operation of 
tankers or to overseas investment income and these two 
items, which do not properly belong in this category, have 
necessarily to remain merged in it.
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Another component is insurance. The net earnings in 
foreign currencies of the companies and of Lloyd's are 
known as a by-product of exchange control or by special 
arrangement. To these are added estimates of sterling 
earnings from non-sterling countries and independent 
countries in the Sterling Area, drawn mainly fromjvverscas 
sources : while for the Colonics information is supplied 
by the United Kingdom life and fire ofTices.

Four other items deserve mention : the expenditure of 
United Slates and Canadian Forces in the United Kingdom 
(over and above amounts paid to United Kingdom G overn
ment Departments), figures being provided by the United 
States and Canadian Governments ; the payments and 
receipts of civil aviation, records o f which are provided by 
the Air Corporations (the receipts o f charter companies 
arc not covered) ; payments and receipts for films, based 
on exchange control information ; and the fourth, which 
needs a little explanation, is the net earnings of merchants. 
An attempt is made, by reference to exchange control 
records and returns made to the Bank of England under the 
Commodity Market schemes, to estimate the turnover of 
goods bought by United Kingdom merchants in one country 
and sold in another (without being imported into and 
exported from the United Kingdom). The average margin 
available to cover costs in the United Kingdom and profit 
is estimated from enquiries in the trade and this proportion 
is applied, with some variation to allow for special cases, 
to the proceeds received from each area.

A large number of less important types of payments and 
receipts have not been mentioned : their estimation 
depends partly on sources already described and partly 
on diverse pieces o f related information such as may be 
gleaned from trade journals, the overseas press and the 
market.

It will be appreciated that when all available sources 
have been tapped there must remain some items for some 
countries which offer no reasonable basis for estimation ; 
figures could only be supplied by naked guess work and 
would be valueless. It seems probable too that there is a 
greater volume of credits than of debits which remain 
unidentified and omitted from the current account

16. Defence aid {net)
Official records give precise figures.

THE INVESTMENT ACCOUNT
From the current account it is convenient to pass to the 
investment items, leaving “ Intcr-arca transfers" , which 
have no place in the global balance of payments, until.later.

25. Inter-Government loans hy United Kin^’dom {net)

26. Inter-Government loans to United Kin^jdom (net)
Official records give precise figures of the amounts 

actually drawn during the period, less repayments.

27. Other capita! (net) and balancing item
A division of this item into long-term investment 

miscellaneous capital and the “ balancing item % \
Errors and O m issions") for the last three years is

r

shown on pages 7 to  9 o f Cmnd. 122. The m ost im portant 
element is long-term investment by the U nited Kingdom. 
Except for the oil companies, which provide com prehen
sive returns o f their investment, less depreciation, in all 
parts o f the w'orld, different sources are used for different 
areas. For non-sterling countries exchange control calls 
for details to be given, though not where the investment of 
undistributed profits is concerned. For independent 
sterling countries, overseas sources are used extensively ; 
they are supplemented by reports by the Commonwealth 
Development Finance Company, press announcem ents, 
prospectuses o f issues in the London m arket, and the 
Bank o f England’s Overseas Investment Survey. F o r the 
Colonies the same sources are used, together with the 
reports o f the Colonial Development C orporation, and 
the Colonies themselves co-operate in the production of 
estimates ; im portant capital projects usually become 
known in one way o r another, but the phasing o f the 
remittance o f cash or shipment o f goods during the course 
of the work presents difficulties.

The sources for United Kingdom disinvestment abroad, 
and for foreign long-term investment and for disinvestment 
in the United Kingdon, may be described together. The 
operations o f oil companies in all areas are covered by 
specific returns ; and exchange control yields inform ation 
about realisations in D ollar A rea m arkets and in some 
other non-sterling countries. The fact that foreign capital 
invested in the United Kingdom in projects approved by 
the exchange control authorities is eligible for repatriation 
provides a motive for notifying them  ; but m any trans
actions such as foreign purchases o f United Kingdom  
securities are not accurately known. F o r other movements 
involving the Rest o f the Sterling Area inform ation is 
partial, though some figures are available from  overseas 
(often net movements inwards and outwards combined) 
and redemptions and repayments o f securities are usually 
publicly announced.

All the transactions under this heading are classified 
according to the country o f residence o f the o ther party to 
the purchase or sale (or rem ittance of funds) ; it may not be 
the same as the country where the fixed assets are o r whose 
obligations are transferred.

Where there is no specific source for a capital item there 
is usually no indirect basis for its estimation. In this 
respect the capital account is a t a disadvantage in com
parison with the current account, where related statistics 
are often available and a certain regularity in credits and 
debits is normal. For this reason the movements called 
'■ miscellaneous capital " , representing identified move
ments falling outside the classes described above, must be 
considered as significantly incomplete. Similarly there 
arises a presumption that some of the “ balancing item " 
is due to unidentified capital movements. It is therefore 
conveniently merged in this part of the account. But it 
should not be assumed from this presentation that the 
balancing item is entirely o r even mainly due to capital
movements ; experience has shown that the current account
is also subject to a large margin of error, especially when 
figures are published provisionally. Sometimes large 
payments or receipts which were unidentifTed at an earlier 
stage have subsequently been found to relate to the current 
account.
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Among the more important “ miscellaneous capital ” 
items are the following :—

(i) changes in foreign currency balances held outside
the Exchange Equalisation Account (for example 
by banks, and oil and shipping companies) ;

(ii) changes In certain inter-company accounts (for
example, in book indebtedness of a United 
Kingdom subsidiary to its overseas parents) ;

(iii) loans between associated companies ;
(iv) other identified short-term credit (for example, to

finance the purchase of wool or other commodi
ties, or the export of ships, aircraft or other 
capital goods).

Returns made for the purpose of exchange control are 
the main source for these, but information is also pro
vided by oil companies and Government Departments as 
well as from overseas.

29. Change in overseas sterling holdings
At regular intervals the Bank of England receives 

confidential returns from some 150 banks, discount and 
accepting houses and public bodies such as the Crown 
Agents for Oversea Governments and Administrations 
and the Currency Boards, showing a total of sterling 
funds held by residents of each country and likewise the 
claims of the reporting institutions on those countries. 
A definition of the funds covered is given on page 54 of 
Cmnd. 122. The totals include bank deposits. Treasury 
Bills and other British Government securities. British 
Government securities are included at their face value.

30. Change in United Kingdom official holdings o f  non
dollar currencies

31. Change in United Kingdom debit balance in European 
Payments Union

32. Special “ waiver " accounts

34. Drawings on or additions to Gold and Dollar Reserves
These four items are known precisely from otficial 

records.

INTER-AREA TRANSFERS
Items 29, 30 and 34 are unlike other items in the balance 

of payments in that they are not derived by aggregating all 
the relevant transactions (in which, e.g. sterling deposits 
have been given in exchange for goods or services or other 
capital assets or as gifts) but by noting the difference 
between the amounts of United Kingdom assets and liabili
ties outstanding at the beginning and end of the period 
under review. This is of course a matter of convenience. 
The change in the sterling holdings of each geographical 
group or ** area” observed between one year end and 
another reflects the net result of all the transactions during 
the year in which sterling funds have been used. But these 
groups of countries use sterling in transactions with each 
other as well as with the United Kingdom, and therefore 
the change in sterling holdings of a particular group may 
not correspond to the balance of their transactions in 
sterling with the United Kingdom. Gold and dollar 
reserves too are sometimes used by the United Kingdom in 
transactions outside the Dollar Area. For the purpose of 
reconciling those capital items which are measured by 
changes in the position at different points of time with

the other capital and all the current transactions of the 
United Kingdom, a number of adjustment items are set out 
under the heading “ Inter-area Transfers **.

This section and items 29, 30 and 34 thus embody 
exceptions to the general rule that an entry under any 
particular area denotes a transaction with that area.

18. United Kingdom drawings on and repayments to Inter
national Monetary Fund

19. Sterling drawings by other countries on International 
Monetary Fund

Official records provide precise figures for these two 
items.

20. Transfers between Rest o f  the Sterling Area and non
sterling areas {net)

The main types of adjustment included here are des
cribed in Cmnd. 122, page 43. Each item appears in two 
columns, with opposite signs. The sale by the United 
Kingdom to other sterling countries of non-sterling 
currencies is subject to exchange control formalities ; as 
is also the transfer of sterling to non-sterling countries by 
or on behalf of the Rest of the Sterling Area. Application 
forms are completed either overseas or in the United 
Kingdom. Payments by a United Kingdom merchant 
to non-sterling countries for goods which are sold to the 
Sterling Area and shipped there direct without passing 
through the United Kingdom are treated as if they were 
direct transfers between the first seller and the last buyer ; 
where only the cost to the United Kingdom is known this 
amount is shown as a transfer to the country of the seller 
from the country of the buyer in the same period : the 
merchant's margin is included in the current account as 
explained above.

Because Sterling Area countries conduct most of their 
trade in sterling and usually purchase their requirements 
of foreign currencies from, and sell their surplus to. the 
United Kingdom, most transactions between the " Rest of 
the Sterling Area " and non-sterling countries affect this 
item. The most satisfactory way of estimating it is to 
calculate the complete balance of payments between the

Rest of the Sterling Area "  and the other areas, including 
not only current transactions but also capital. By this 
means the net effect of alt these movements on the geo
graphical distribution of the United Kingdom's assets and 
liabilities is arrived at : since trade settled in (for example) 
Australian pounds or Indian rupees is balanced by changes 
in foreign holdings of those currencies. Apart from the 
sources already mentioned much is available from overseas, 
including trade accounts and other official compilations.

21. Purchases o f  gold from Rest o f  Sterling Area (net)
Official records and returns of transactions by gold 

dealers are available.

22. Other gold and dollar transfers {net)
This item includes payments in gold or dollars to (or 

receipts from) ail areas except the Dollar Area and the 
Rest of the Sterling Area (the latter is covered by item 20); 
a notable example is the payment of gold or dollars to 
(or receipt from) the E.P.U. in settlement of the monthly 
position, which is known from official records and appears 
as a credit in the “ Organisation for European Economic 
Co-operation (O.E.E.C.) countries " column and a debit 
in the “ Dollar A rea"  column. Other examples are
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purchases o f goods in the D ollar Area by United Kingdom 
merchants and their resale in Europe ; for these, exchange 
control forms are received.

23. Other transfers {net)
This item is similar to 20 and 22 except that it covers 

those transactions in which neither the D ollar Area nor 
the Rest of the Sterling Area is involved. Sterling transfers 
between the remaining countries are numerous, and include 
the settlement o f commercial debts, the purchase o f other 
currencies and transfers on capital account generally. 
They may be made freely without any exchange control 
formalities, but the most im portant o f them—those between 
banks—are reported by the United Kingdom banks at 
which the sterling accounts are kept, to  assist in the compi
lation of the balance of payments and similar studies. 
Only the amounts and names o f the two countries con
cerned are given.

There is clearly considerable opportunity for error in 
items 20 and 23, since they are affected by a multitude of 
transactions in many parts o f the world. Errors in the 
balance o f inter-area transfers (item 24) would have their 
counterpart in the “  balancing item ” ; not in its total

.1

am ount but in its regional distribution—a further point 
to  be borne in mind in interpreting item 27.

The collection and adaptation o f all the material which 
has now been described, some of which takes an appreci
able time to come from  abroad, require a num ber of 
weeks. The results are published in W hite Papers which 
usually appear three to three and a half m onths after the 
end o f the current accounting period. Even after this 
lapse o f time the latest figures are marked “ Provisional ” , 
as they need to be presented in advance o f the receipt of 
some o f the regular data. For example, the trade accounts 
of other sterling countries may be available for only four 
m onths out of the most recent half-year. W here an item is 
comparatively stable some projection may be accepted as 
a  tem porary stop-gap, but such estimates are vulnerable 
if a change o f trend occurs. For this and other reasons 
which have been referred to above, it will be appreciated 
that the figures are more reliable for long periods than for 
short ones.

Consideration is being given to the possibilities of 
further improvement in sources and also to methods of 
replacing some existing sources, should administrative 
changes make it necessary.
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Q uarterly estim ates of personal income and expenditure-—new series

Quarterly estimates of personal income, expenditure and 
saving (see Table B page xiv) are now published for the 
first time. They are designed to bring up to dale the annual 
figures given in the latest National Income Blue Book 
{National Income and Expenditure, 1957). A general 
description of the estimates together with a detailed 
description of the sources, methods and definitions used 
in making the estimates for calendar years is given in 
National Income Sta tistics: Sources and Methods, 
H.M.S.O., 1956, referred to below as Sources and 
Methods.

The following paragraphs describe the nature of the 
quarterly estimates.

Wages and salaries
The estimates of wages and salaries are based on 

P.A.Y.E. income tax returns. The principal source of the 
annual figures is the return submitted- to collectors of 
taxes by employers at the end of each financial year. 
The return consists of a list showing the annual pay and 
tax deducted for each employee, and is accompanied by 
any tax deduction cards used or by the equivalent forms 
used by large employers. These lists are summarised 
centrally by the Inland Revenue and, after the adjustments 
described in Sources and Methods, pages 74-76, provide 
the annual totals of wages and salaries.

The estimates of wages and salaries paid in each quarter 
are based on a 1 per cent, sample of the tax deduction 
cards and their equivalents used in the financial year 
1954/55. About one-third of these provided quarterly 
figures of pay and tax deducted. The estimates derived 
from this sample for 1954/55 form the basis for estimating 
wages and salaries in later quarters from the tax paid. 
The bulk of the tax deducted by employers for any month 
ending on the fifth day of a calendar month is paid over to 
collectors during the remainder of that calendar month. 
The tax deducted in any quarter can therefore be estimated 
approximately from the tax payments made within about a 
month of the end of the quarter. The changes in these 
raw figures of quarterly P.A.Y.E. tax receipts have to be 
adjusted to yield the estimates of changes in the quarterly 
figures of pay. The principal adjustment arises from the 
fact that proportionate changes in tax usually greatly 
exceed related changes in income. This is because the 
marginal rate of tax paid by a taxpayer on an addition to 
his income exceeds the average rate of tax paid. Allow
ances are also made for each of the following :—

(1) any Budget change in rates of tax and allowances 
and the dates on which these come into operation 
under P .A .Y .E .;

(2) any changes from year to year in the average 
marginal rates of tax chargeable on increases in 
wages and salaries ; and

(3) any accumulation of unpaid tax by employers which 
will be collected after the end of the financial year.

In this way the quarterly receipts of income tax under 
P.A.Y.E. are used to estimate the changes in wages and

8

salaries over the corresponding quarters of the previous 
year. Adjustments corresponding to those made to the 
annual figures are estimated for the quarterly figures. 
The resulting quarterly estimates are subject to a fairly 
wide margin of error, but the total of the quarterly figures 
for any financial year can be revised when the annual total 
is available about nine months after the end of the financial 
year. A further sample of tax deduction cards will be 
taken when this is considered necessary.

The quarterly estimates cannot be reconciled precisely 
with either the monthly index of weekly wage rates or the 
results of the Ministry of Labour’s twice yearly inquiries 
into wage earning^ for two reasons. First, wages account 
for only about two-thirds of wages and salaries and not all 
of these are covered by the Ministry of Labour figures. 
Secondly, the amount of wages and salaries paid in any 
one quarter is affected by seasonal and other changes in 
the level of employment, overtime and part-time working 
and by holiday pay and bonus payments.

Pay in cash and kind of the Forces
The estimates are compiled from quarterly returns made 

by the Service Departments.

Employers* contributions to national insurance and pension 
funds, etc.

Quarterly figures of employers’ contributions to national 
insurance are compiled from returns made by Government 
Departments. The quarterly figures of employers’ 
contributions to superannuation and other pension funds, 
etc., are estimates obtained simply by interpolating and 
extrapolating the annual figures.

Current grants from public authorities
Quarterly figures of national insurance benefits and 

other current grants to persons by the Central Government 
are compiled from returns made by Government Depart
ments. Quarterly figures of grants to persons by local 
authorities, which are relatively unimportant, are estimated.

Other personal income
This item comprises income from self-employment, 

before providing for depreciation and stock appreciation, 
and personal receipts of rent, dividends and interest. 
There is no direct information about the quarterly move
ments of income from self-employment. The quarterly 
figures are estimates obtained by interpolating and extra
polating the annual figures, partly by referring to such 
indirect evidence as is available (e.g. the quarterly move
ment in the retail sales of independent traders). The 
quarterly figures of rent, dividends and interest receipts are 
derived, like the annual estimates, as the difference between 
estimates of total payments of rent, dividends and interest 
by all sectors other than persons, and total receipts of 
rent, dividends and interest by all sectors other than 
persons, see Sources and Methods, page 59.
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Consumers* expenditure
The quarterly estimates of consumers’ expenditure have 

been published for many years and are described in 
detail in Sources and Methods^ pages 97 to 141.

Taxes on income
The figures in the table relate to  the net payment of taxes 

on income by the personal sector in each quarter and year. 
They are not necessarily equal to the taxes accruing on the 
income earned or received by persons during the period in 
question. Taxes deducted a t source by companies and 
public corporations on dividends and interest paid to 
persons are included. Such taxes are regarded as being 
paid by persons when they receive the dividend or interest 
payment even though the company o r public corporation 
generally pays the tax to the Inland Revenue at a different
date.

National insurance contributions

The quarterly figures are the same as those which appear 
as an item o f revenue in Table D (page xvi).

Balance : saving before providing for depreciation, stock 
appreciation and tax reserves

The quarterly figures are derived, in the same way as the 
annual figures, as the difference between total personal 
disposable income and consum ers’ expenditure. Both the 
absolute am ount in each quarter and year, and the changes 
from quarter to quarter and year to  year, are subject to 
large margins o f error. The figures in the table are on a 
slightly different basis from the annual figures given in 
Table 2 o f the N ational Income Blue Book as they include 
additions to  tax reserves.
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The Income and Finance of Quoted Companies
1954 and 1955

Introduction

In 1957 the National Institute of Economic and Social 
Research published a booklet entitled “ Company Income 
and Finance, 1949-1953 "(>) which summarised a study of 
company finance on which the Institute had been engaged. 
This study, which was based on an analysis of the accounts 
of some 3,000 public companies quoted on United Kingdom 
Stock Exchanges, provided information about the financial 
operations of a major part of the company sector and it was 
felt that a continuation of this work would make a useful 
contribution to the improvement of official economic 
statistics. The Board of Trade, therefore, wrote to some 
3.000 companies requesting their help in this enquiry by the 
provision of a copy of their published accounts. This 
request met with a cordial response from the companies
approached and their past and continuing help is very 
gratefully acknowledged.

The purpose of this article is to outline the scope and 
methods of the enquiry(^), and to offer some comments on 
the statistics presented. Statistics for later years are now 
being prepared and will be published as soon as possible.

The formal framework of the tables
The aggregate figures given in Tables 1 and 2 are divided 

into three related parts. The first two of these—the 
appropriation account and balance sheet—are simply a 
standardisation of the familiar pattern of an individual 
company’s accounts which they closely resemble. The 
remaining section, which is an aggregate statement of the 
sources and uses of capital funds will be less familiar and 
requires some elucidation.

The purpose of this statement is to show the annual flows 
of capital funds and is based upon the changes in balance 
sheet items at successive accounting dates with changes in 
capital and liabilities representing sources (positive or 
negative), and changes in assets representing uses (again 
positive or negative), of funds. Since the object of the 
statement is to present true flows only, i.e. genuine cash and 
credit transactions between the company (or company 
group) and other parties, all balance sheet changes due to 
internal bookkeeping transactions, e.g. increases in capital 
due to capitalisation of reserves, increases in fixed assets 
and reserves due to upward revaluation, etc., are eliminated 
as completely as possible. While elimination cannot be as 
thoroughgoing as desirable, owing to inadequate inform
ation on the initial consolidation of subsidiaries(^), the 
distortion involved should not be serious.

provided their main activity is in manufacturing, building, 
distribution and miscellaneous services, and if they mainly 
operate in this country. Companies engaged in banking, 
insurance, finance, property, shipping and agriculture are 
excluded as also are companies operating mainly overseas. 
In addition to quoted companies a score or so of the larger 
unquoted companies—mainly subsidiary companies operat
ing in the United Kingdom whose parents are foreign 
companies—are included because of their importance.

It should also be noted that since Consolidated group 
accounts are the typical accounts analysed, most of the 
figures given cannot be taken to relate solely to activities in 
the United Kingdom but also reflect the activity of any 
overseas subsidiaries whose accounts are consolidated in 
the group accounts of the United Kingdom parent.

Some idea of the relative importance in the United 
Kingdom economy of the 3,000 or so quoted companies 
(together with their, perhaps, 15,000 subsidiary companies) 
included in these tables can be gauged by comparing 
their profits with total company sector profits given in 
National Income and Expenditure, 1957. In 1955 their 
share of profits was about 60 per cent. Two points 
might be noted here ; firstly that this proportion relates 
quoted company profits in manufacturing, building, distri
bution and some service industries to total profits of all 
companies engaged in all activities so that this proportion 
would naturally be rather higher if comparisons on a 
similar industrial coverage were made (in manufacturing 
the share was 75 per cent., in distribution 37 per cent and 
in building and contracting 26 per cent.) and secondly that 
these percentage shares slightly over-state the relative 
importance of quoted companies due to the inclusion of an 
element of overseas profits, as mentioned earlier, since such 
profits are excluded from the total profits of companies 
operating in the United Kingdom as recorded in the official 
national income and expenditure accounts.(-<) Other 
measures of the relative importance of the quoted sector, 
for instance, by comparison with the 1951 Census of 
Production, suggest that employment in manufacturing 
establishments of quoted companies in the United Kingdom 
m that year accounted for about 46 per cent, of employment 
in all manufacturing establishments in the United Kingdom 
and the output of these establishments for about 53 per 
cent, of the gross output of manufacturing industry.

Comparability over time

The coverage of the statistics
All companies with their share capital quoted on a United 

Kingdom Stock Exchange are included in the enquiry.

The population of companies constituting the quoted 
sector is continually changing because new companies 
become quoted and quoted companies liquidate or amalga
mate with other quoted companies. To secure compara
bility from year to year, therefore, requires the preparation

price Social Research, 2, D earrT 7 e^ ;;;i^ .,i:o n d o n , S.W. I.
(») I949-J953 for a more detailed account of the enquiry,
(*) See National Income : Sources and Methods {H.M.S.O.) page 157

10

CMi

t̂s of C(.

if in

compart w

iesiotl-oPO

The con«P' '

The financial ex

The object c 
attention to sell

Table

Tradi
inc

Uss\

Bala



» L

5 iO

t̂ ainjy

llure are 
’'''Reas,
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of two sets of aggregate figures for each year—a backward 
linking set for com parison with the previous year and a 
forward linking set for com parison with the following year, 
e.g. if in 1955 a company became quoted, and its accounts 
were available for that year, the aggregate figures for 1955 
would not include this com pany’s figures when they are 
com pared with 1954, but they would include them when 
comparison is with 1956. Analagous procedures are, of 
course, applied to liquidations. It should consequently be 
noted tha t trends in these aggregates are not distorted by 
changes in the population owing to “ births "  and “ deaths"

Tables I and 2 but it should be emphasised that this brief 
survey does not pretend to be an exhaustive account o f the 
data available. In addition to the classification o f the 
figures by industry groups {see footnote after Table 2), the 
Board of Trade is also hoping to analyse the data further 
along other lines, e.g. the relation between financial 
experience and com pany size o r rate o f growth.

The concept of the “  year ”
Groupings o f the figures into periods are based on the 

accounting years of the companies tabulated. A com pany’s 
accounting year may end on any date in the calendar but 
since the distribution o f accounting dates in a fiscal year 
roughly gives an “  average ”  accounting date (on the basis 
of net assets or profits) near the end of the calendar year, 
the calendar year in the tables—say 1954— is obtained by 
aggregating all accounts with accounting periods ending 
between 6th April 1954 and 5th April 1955.

1954

The object o f the following paragraphs is to  draw 
attention to selected aspects of the statistics presented in

Trends in profits
The N ational Institute, when com paring the profits of 

quoted companies with those o f all companies pointed out 
that in each year o f the period 1949-1953, the profits of 
quoted companies grew more rapidly (or declined less in 
the case o f 1952) than the profits o f all companies given 
in the N ational Income Blue Book. During the five 
years examined the profits of quoted companies have 
increased by some 45 per cent, whereas the profits of 
all companies only rose by a little over 30 per cent. In 
1954 and 1955 however the increase in profits of quoted 
companies was no greater than  that achieved by all 
companies. One of the causes of growth in the total 
profits of the quoted sector is the acquisition as subsidiaries 
of non-quoted companies. This, however, does not explain 
the change in trend between 1954 and 1955 since in fact 
expenditure in acquiring new subsidiaries in those two 
years was between three and four times as large as it had 
been on average during 1949-53.

y

Appropriation of income 
Summary of appropriation of income

Table A Percentages

Trading profit less depreciation and other provisions, 
income from investments, plus other income 

Less interest (gross) on long-term liabilities

Income to be appropriated 
Less tax on current income

• 4

• •

Disposable income 
Less dividends net 
Less share due to minority interests

• ■

Balance retained in reserve • • • •

1949-53 1954

28 30

Note : Due to rounding, columns may not always add to 100.

1955

32

Table A summarises in percentage form the appropriation 
o f total income of the quoted company sector (see Table 1 
for the full details). It will be seen that the reduction in the 
proportion going to taxation in 1954 (this year saw both 
the repeal of the excess profits levy and the institution of 
“ investment allowances ” ) enabled companies to pay out 
a larger proportion of their income in dividends and also to 
retain a larger proportion in reserves. In 1955, following a 
reduction of sixpence in the standard rate of income tax 
there was a further increase in the proportion of income 
after tax which was disposable. This was mainly devoted 
to increasing retentions in reserves though the proportion 
paid as dividends also increased slightly (less than a  half 
percentage point). Total retentions including depreciation

provisions (deducted from trading profit in the above 
summary table) but excluding additions to future tax 
reserves and other provisions, averaged about 38 per cent, 
o f total income during 1949-1953, and then rose to 41 per 
cent, and 43 per cent, of total income in 1954 and 1955 
respectively.

Savings and investment

One o f the most interesting issues on which the statistics 
o f sources and uses of capital funds provides new inform
ation is that of the relation o f companies’ retained savings 
to their investment requirements. As the N ational Institute 
has pointed out(^) the gross savings o f quoted companies

(') Ibid, page 13.
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over the period 1949-1953 as a whole were insufficient to 
meet their gross investment in tangible fixed assets and in 
stocks. There was an excess of investment over savings 
also in 1954 and 1955 as Table B illustrates. This table

contrasts the savings—investment relation of the quoted 
companies and of all companies (mainly derived from 
Table 47 of the 1957 National Income Blue Book).

Table B
Company Savings and Investment

£ million

Saving • •

Investment .,

Saving,
Investment
ratio
(percentage)

1949 1950 1951 1952 1953 1954 1955

(«) (A) («) (A) iu) (A) (a) (A) ia) (A) (u) (A) (a) (A)
397 905 559 1,316 636 1.595 507 783 590 1,057 718 1,367 788 1,454
474 795 645 1.044 1,048 1.522 446 553 432 701 779 1,023 1.061 1,462

84 114 87 126 61 105 114 142 137 151 92 134 74 99

(«) Quoted companies. 
{b) All companies.

Notes :
Savings

Quoted companies Balance retained in reserves plus 
depreciation provisions plus 
additions to future tax reserves 
plus net receipts on capital 
account.

All companies Savings before providing for 
depreciation and stock appre
ciation (after deducting the 
financial sector savings) plus 
net borrowing from tax reserves 
plus capital transfers (net re
ceipts).

/nvesinient
Quoted companies Expenditure on tangible fixed 

assets less surplus on disposal 
of fixed assets plus increase in 
value of stocks.

All companies • • Gross fixed capital formation at 
home plus value of physical 
increase in stocks/?/«i-provision 
for stock appreciation.

The disparity between the savings-investment ratios 
given here is in part due to unavoidable differences in 
definitions. The finance sector, i.e. companies engaged in 
insurance, banking and general financial activities, which 
is not included in the quoted sector figures, cannot be com
pletely eliminated from the Blue Book figures though it has 
been possible to deduct their savings (given in Table 29 of 
the Blue Book) which is the main item requiring elimination 
for the purpose of this comparison (the investment in 
physical assets by the finance sector being relatively small). 
Shipping companies are also excluded from the quoted 
sector figures but included in the Blue Book totals, but here

again the difference should not seriously affect the savings- 
investment comparison. More important however is the 
fact that overseas capital formation is excluded from the 
investment figures for all companies in the Blue Book but is 
necessarily included in the quoted companies’ expenditure 
figures (since published accounts do not distinguish home 
from overseas capital expenditure).

Nevertheless it seems probable that these statistics do
reflect a genuine difference in the experience of the quoted
sector and the total company sector. Throughout this
period, except for 1955, the company sector, as a whole,
has been a net lender to the other sectors in the economy •
on the other hand (except in 1952 and 1953 when investment
was relatively low), the quoted companies have been unable
to finance their investment needs at home and abroad from
their retentions and have therefore been net “ borrowers ”
Such a conclusion is not at variance with the relatively
greater expansion (in profits) of the quoted companies over
most of this period and the more ready access they have 
to outside funds.

The amounts raised from the capital market in 1954 and 
£161 million and £255 million—were greater than in 

any of the previous years analysed ; the 1955 figure—which 
contained a much higher proportion than normal of 
ordinary issues—was almost double the average raised in 
the 1949-1953 period. Bank overdrafts again rose—after 
net repayments by the quoted companies in 1952 and 1953 

making a net contribution of £80 million to the quoted ̂ -  ------ t l lV  ^ U U iV U
sector s sources of funds, and although there were fairly 
large increases in trade credit received by the quoted sector, 
the amounts of trade credit extended rose still more so that 
on balance quoted companies continued to be net lenders 
of trade credit to the rest of the economy in 1954 and 1955 
as they had been in each of the previous five years. The 
net amount outstanding at the end of 1955 was£489 million, 
which may be compared with a net indebtedness to the 
banks of £372 million (see the balance sheet summary). 
The relative contributions of the major sources of funds for 
investment purposes over the period 1949-1955 are
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summarised in Table C below. M ajor sources are there 
limited to the items given since all the remaining sources 
in the full tables but excluded from Table C are either in 
the main, only very short term sources of savings (ef*..

additions to tax accruals and dividend reserves) or else can 
be more conveniently set against com parable uses headings 
(e.g. creditors against debtors, receipts on fixed assets 
disposals against expenditure, etc.).

M ajor sources of finance
Table C Percentages

» •

Ordinary shares 
Preference shares 
Debentures
Reserves Retentions (including depreciation 

provisions)
Additions to future tax reserves 
Bank loans

1949 1950

77

1951 1952 1953

Note : Due to rounding, columns may not always add to 100.

1954 1955

Liquidity
The quoted sector as a whole had been fairly liquid 

throughout the 1949-1953 period, increasing its liquid 
assets in each of these years with the exception of 1951, by 
a total am ount of £365 million. It should, however, be 
borne in mind that a rising level of industrial and 
commercial activity (and the rising prices) requires the 
support of additional liquid resources so that in one sense 
the improvement in liquidity is less than the statistics 
suggest. This building up of liquid resources continued in 
1954 when increases in holding of tax reserves certificates 
more than offset a decrease in portfolio holdings. The 
investment boom in 1955 led to a decrease of £62 million 
in liquid assets in that year. The strong liquid position of 
the quoted companies at the beginning o f 1955 enabled 
them to finance their investment in fixed assets and stocks 
without as heavy a recourse to bank credit as had been 
necessary in the 1951 stocks boom when companies were 
somewhat less liquid—see the liquidity ratios given below. 
In addition, of course, monetary conditions were rather 
different in these two years. 1955 also saw a switching 
from cash into marketable securities to a very marked

extent—no doubt connected with the rise in Stock Exchange 
values at that time—the investment in securities in this 
year being almost four times as great as in any o f the 
previous years analysed. It should be noted that since the 
usual practice of companies is to  value their portfolio 
holdings at cost rather than market values, this increase in 
value of holdings is likely to represent a genuine switching 
of funds rather than a capital appreciation o f existing 
holdings. Additionally an im portant—and relatively new 
—element of this portfolio investment was in Treasury Bills 
(exact figures cannot be given since holdings of these are 
often not separately distinguished in published accounts), 
which, after the rise in Treasury Bill rates consequent on 
the Bank Rate increases of early 1955, offered companies 
an attractive return on their surplus liquid funds.

Liquidity trends over the period 1949-1955 are sum
marised in Table D which gives two o f the liquidity ratios 
derivable from companies' accounts. Both series display 
a similar trend of a steady build-up of liquid resources 
over this period interrupted only by the abnormal invest
ment conditions of 1951 and 1955.

Table D
Liquidity ratios

(end year)



M A N U F A C T U R IN G  A N D  D IS T R IB U T IO N : T O T A L , A L L  G R O U P S

Appropriation of Income Earned During Year
TABLE I £ thousand

Comparable .sets o f companies for biennia! period » > •  «

Accounts for " year " « •

1954-55

Number o f  companies • t • • • •

TRADING PROFIT

Less provision for depreciation, etc. •  »

Less other provisions

TRADING PROFIT LESS PROVISIONS ..

Plus income from investments ..
Plus other income
Les.s interest on long-term liabilities

• •

• I

INCOME TO BE APPROPRIATED

Less tax on current year's income

DISPOSABLE INCOME

Plus prior year adjustments :
tax ........................
other ......................

» •

• •

Less dividends net ; 
ordinary .. 
preference, etc. ..

• •

Less share due to minority interests

BALANCE RETAINED IN RESERVES

•  • •  » •  • •  « •  • •  » 4  4

•  • ■  • «  « t  • •  » •  4 4  4

•  « •  t •  • • 1  • •  •

•  « « »  • «  « •  « 9  4 4  •

•  « •  A •  • »  • «  » 1  1 i  #

t  • •  • •  • •  • •  , 4  4 •  •

•  • «  • •  « •  • • 4  4 4  4

•  • •  • •  « •  »

«

•  • «  •

•  t •  • •  • • •  • •  • • X
>  • »  « •  « •  • • •  • •  •

•  • «  • •  • «  f •  » •  • •  • •

«  » «  • • •  4 •  • •  4 • 4

•  • «  • t  « «  • •  t •  • •  a a

•  f •  a »  • •  » •  » •  4 4  4 •

•  • •  • •  « •  • •  • •  4 1  • •

• •  « •  • 4  • «  • •  4 «  • 4  4

1954 1955

2,892 2,842

1,624,277 1.766,234

268,908 305.946

13,657 17,488

1.341.712 1,442,800

43,172 49,663
6,483 6,478

32,126 37,037

1,359,241 1,461.904

724,224 749,284

635.017 712,620

27,651
7.549

38,013
7,434

208,264
29,418

230,754 
31,087

18.252 21,017

414.283 475,209

NOTE : comparable sets of companies but the number of companies is not 
identical in the years shown in these tables. The reason is that companies within the erouD

or amalgamate with each other and that to secure comparability betwein the
number of legally separate companies which matters but 

comparability in the underlying assets {see “ Company Income and Finance ", page 9).

Source : Board of Trade.
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49,663
6,478

37,037

12.620

38,013
7.434

30,754
31,087

21,017

75,209

‘Trade.

M A N U F A C T U R IN G  A N D  D IS T R IB U T IO N : T O T A L . A L L  G R O U P S

Balance Sheet Sum m ary

TABLE I (continued)

Comparable sets o f companies for biennial period ..

Balance Sheet dosing “ year % •
. •

Number o f companies .. » • • •

• •Tangible fixed assets, net 
Goodwill, etc. ..
Trade investments ..........................
Investments in unconsolidated subsidiaries

* • • •

FIXED ASSETS • • • •

• «

Stocks and work-in-progress 
Trade debtors ..
Other debtors ..
Marketable securities ..
Tax reserve certificates 
Oash

TOTAL CURRENT ASSETS 

Less :
Bank overdrafts and loans 
Trade creditors 
Other creditors 
Dividends and interest due 
Current taxation 
P ro v is io n s ..........................

TOTAL CURRENT LIABILITIES 

NET CURRENT ASSETS ..

• •

• •

• •

•  • » «

« •

« •

• •

TOTAL NET ASSETS
Less debentures, etc. .. 
Less minority interests

SHAREHOLDERS* INTEREST IN NET ASSETS

Represented by :
Ordinary Shares 
Preference, etc.. Shares

ISSUED SHARE CAPITAL

Capital and Revenue reserves 
Future tax reserves

CAPITAL AND RESERVES

• •

• •

•  * • •

• •

NOTES : Outstanding contracts for capital expenditure
Accumulated depreciation on fixed assets

• •

• •

> •

• •

• •

> •

• •

• •

« •

£ thousand

» • 1953

1954 55

1954 1955

• •

• •

• •

2.933 2.892
1

2,842

3,454,587
253,238
226,579
34,788

3,845,369 
257,722 

! 236,524 
31,112

4,315,409
262,435
250,975

31,774

3.969,192 4,370,727 4,860,593

2,986,731
1,903,135

15,707
354,550
237,528
835,317

; 3,211,968 
2,119,911 

9,822 
343,075 
302,047 
832,639

3,579,020 
2,416,480 

14,141 
460,034 

, 239,769
1 712,692
1

6.332,968 6,819.462 7.422,136

293,604
1,458,895

73,808
137,869
652,291
98,461

314,498
1,636,402

73,383
163,529
644.252
94,830

372.334
1,870,166

71,447
179,662
668,898
97,361

2,714,928 2,926,894 3,259,868

3,618,040
1

3,892,568
»

4,162,268

7,587,232
720,273
266,421

8,263,295
825,260
297,284

9,022,861
909,580
306,991

6,600,538
1

7,140,751 7,806,290
1

1,897,160
857,417

2,272,856
901,970

2,548,880
922,980

2,754,577 3.174,826 3,471,860

3,315,629
530,332

3,388,988
576,937

3,744.223
590,207

6,600,538 7,140.751 7,806,290

237.193
1,621,076

419,422
1,744,531

628,360
2,051,868

Source: Board of Trade
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M A N U FA C T U R IN G  A N D  D IS T R IB U T IO N : T O T A L . A L L  G R O U P S

Sources and Uses of Capital Funds During Year
TABLE 1 {continued)

Comparable sets o f companies for biennial period •  »

Accounts for “ year " •  •

Number o f companies 4 • » 4 •  • •  I •  4 4  • •  I

{a) SOURCES OF FUNDS
Balance retained in reserves .......................
Provisions out of income for depreciation, etc. 
Additions to future tax reserves

4  • 4  • »  •

•  •

TOTAL ADDITIONS TO RESERVES AND PROVISIONS ..

ADDITIONS TO ACCRUALS : 
tax
dividends and interest .. 

Increase in amounts owing to : 
banks
trade creditors 
other creditors

•  • •  •

■ •

•  • » •

4 • • •

* 4 4 •

INCREASE IN CREDIT RECEIVED •  4 4 •

Receipts from issue of : 
debentures, etc. 
ordinary shares .. 
preference, etc., shares

4  •

TOTAL LOAN AND SHARE CAPITAL ISSUED

Increase in liability to minority shareholders ..
Other receipts on capital account 
Surplus on disposal of fixed assets

OTHER SOURCES, TOTAL........................

4 »

• 4

• •

TOTAL SOURCES OF FUNDS « • » 4 4 •

{b) USES OF FUNDS
Expenditure on fixed assets : 

tangible fixed assets 
goodwill and other intangibles 
trade investments

Increase in value of stocks 
Increase in trade debtors 
Increase in other debtors

Expenditure out of provisions 
Other expenditures on capital account

Expenditure in acquiring subsidiaries 
Adjustments due to consolidation

TOTAL USES OF FUNDS ..

(c) BALANCE 
Increase in holdings o f : 

marketable securities 
tax reserve certificates 
cash

• • > • * 4

• • • 4 4 « 4 •

4 * « 4

TOTAL INCREASE IN LIQUID ASSETS 4  •

RESIDUAL AND OTHER ADJUSTMENTS

TOTAL BALANCING ITEMS « 4 4 •

•  4

• •

• •

• •

4 •

£ thousand

• « 1954-55

1954 1955

4 4 2,892 2,842

•  •

« >

» «

414,283
282,565
49,053

475,209
323,434

13,702
« > 745,901 812,345

4 • I  4

4  4

-  1,306 
25,023

28,793
15,969

•  •

•  •

•  *

21,914 
181,109 
-  1,319

58,385 
231,581 
-  2,073

225,421 332,655

• 4

4 •

« 4 »  4

84,192
57,846
18,780

81,056
149,744
24,314

•  • 160,818 255,114
•  • « • 4,362

3,451
47,968

-  6,770 
4,689 

36,854

4 « 55,781 34,773
•  • •  » 1,187,921 1,434,887

4 •

601,677
3,316

10,604

733,705
3,705

21,357
• 4

4 •

225,332 
218,861 
-  5,907

364,454
293,347

4,525

13,994
17,451

14,739
11,111

•  •

93,292 
-  34,511

75,912 
-  26,385

•  4

4 •

• 4

1,144.109 1,496,470

-  18,898 
63,511 
-  569

116,535 
-  59,394 

-  119,403

44,044 -  62,262

-2 3 2 679

43,812 -  61,583

Source : Board of Trade
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M A N U F A C T U R IN G : T O T A L , A L L  G R O U P S

Balance Sheet Summary

TABLE 1 {continued)

Comparable sets o f companies for biennial period •  • > •

Balance Sheet closing “ year

Number o f companies .. •  « «  *

•  *Tangible fixed assets, net
Goodwill, etc............................
Trade investments 
Investments in unconsolidated subsidiaries

« >

•  • •  •

FIXED ASSETS

Stocks and work-in-progress .
Trade d eb to rs .......................
Other d eb to rs .......................
Marketable securities ..
Tax reserve certificates 
C a s h ..................................

•  *

•  •

TOTAL CURRENT ASSETS

Less :
Bank overdrafts and loans 
Trade creditors 
Other creditors 
Dividends and interest due 
Current taxation 
Provisions

•  • •  •

« • •  • •  •

» •

« • « »

« >

•  • « >

TOTAL CURRENT LIABILITIES

NET CURRENT ASSETS .. •  • •  • •  •

TOTAL NET ASSETS •  ■ •  * » • » •

Less debentures, etc. 
Less minority interests

•  • » • •  •

•  « •  «

SHAREHOLDERS* INTEREST IN NET ASSETS « «

Represented by : 
Ordinary Shares 
Preference, etc.. Shares

ISSUED SHARE CAPITAL

Capital and Revenue reserves 
Future tax reserves

CAPITAL AND RESERVES •  •

NOTES : Outstanding contracts for capital expenditure
Accumulated depreciation on fixed assets

18
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£ thousand

•  » 1954-55

« •

•  •

•  •

« > •  >

•  » •  »

•  «

•  •

•  •

1953 1954

2,144 2,113

2,848,421
194,606
167,134
24,249

3,157,050 
198,885 
180,031 
27,544

3,234,410 3,563,510

2,553,947
1^10,614

13,461
292,100
197,901
649,887

2,726,546
1,663,288

8,273
279,712
261,752
663,974

5,219,910 5,603,545

232,560
1,095,315

57,667
111,551
544,400
78,854

235,599
1,212,467

54,980
130,633
540,115
74.728

2,120,347 2,248.522 |

1 3,099,563 3,355.023

6,333,973 6.918.533

615.408
193,402

716,185
218,585

1 5,525.163 5,983,763

1955

2,081

3,555,338
203,688
189,781
25,452

3,974,259

3,046,003
1,909.735

10,858
384,651
207,419
570,541

6,129,207

279,476
1,395,956

55,213
144,167
562,829
78,374

2,516,015

3,613,192

7,587,451

789,773
221,961

6,575,717

......................  1,610,286 1,935,613 2,180,129

......................  669,362 714,508 737,592

...................... 1 2,279,648 2,650,121 2,917,721

......................  2,802,984 2,849.450 3,164,155

......................  442,531 484,192 493,841

....................... 5,525,163 5,983.763 6,575,717

......................  225,052 370,997 557,705

......................  1,366,686 1,462,421 1.738,057

Source : Board of Trade
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046,003
909.735

10,858
384,651
207,419
570,541

129,207

279,476
595,956
55;I3

144.167
562,829
78,374

516,015

513,192

)87.451

189,773
121,961

i75,717

180,129
137,592

164,155
193,841
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M AN U FACTU RIN G: TO TA L, A LL GROUPS  
Sources and Uses of Capital Funds During Year

TABLE 2 {continued) £ thousand

Comparable sets o f  companies for biennial period 1954-55

Accounts for “ year ” 1954 1955

Number o f  companies 2,113 2,081

(a) SOURCES OF FUNDS
Balance retained in reserves . . . . 363,252 417,344
Provisions out of income for depreciation, etc. 239.479 275,216
Additions to future tax reserves 44,211 10,219

TOTAL ADDITIONS TO RESERVES AND PR O V ISIO N S.................................................. 646,942 702,779

ADDITIONS TO ACCRUALS :
tax : . • . ♦ • • • • • * • 1,773 26,191
dividends and interest .. 18,52! 13,394

Increase in amounts owing to :
banks 3,696 45,356
trade creditors .. 119,078 180,252
other creditors .. — 3,554 99

INCREASE IN CREDIT RECEIVED ..................................................................................... 139,514 265,292

Receipts from issue o f :
debentures, etc. ............................................................. 79,525 71,137
ordinary shares..................................... 58,278 133,915
preference, etc., shares 19,561 23,579

TOTAL LOAN AND SHARE CAPITAL ISSUED ............................................................. 157,364 228,631

Increase in liability to minority shareholders .. 2,282 -7 ,6 1 3
Other receipts on capital account 2,879 2,875
Surplus on disposal of fixed assets 38,333 28,510

OTHER SOURCES, T O T A L ............................................................................................................ 43,494 23,772

TOTAL SOURCES OF F U N D S ................................................................................................. 987,314 1,220.474

{b) USES OF FUNDS
Expenditure on fixed assets :

tangible fixed assets ..  ..................................... 515,899 623,730
goodwill and other intangibles .......................... .......................... 2,700 2,830
trade investments .......................... 14,481 15,702

Increase in value of stocks 169,901 316,961
Increase in trade debtors 153,257 243,094
Increase in other debtors ..  .........................  .......................... • -  5,225 2,787

Expenditure out of p ro v is io n s .......................... ..................................... 11,194 11,106
Other expenditures on capital account ..  ..................................... 15,050 8,803

Expenditure in acquiring subsidiaries ..  ......................................................................... 81,677 58,409
Adjustments due to consolidation .....................................  .......................... -  30,080 -  22,572

TOTAL USES OF FUNDS 928,854 1,260.850

(c) BALANCE
Increase in holdings o f :

marketable secu ritie s ....................................................................................................................... -  19,868 106,340
tax reserve certificates .. 63.636 -  54,264

. .  . .  .. 16,273 -  92,999

TOTAL INCREASE IN LIQUID ASSETS ........................................................................ 60,041 -  40,923

RESIDUAL AND OTHER A D JU S T M E N T S ........................................................................ -  1,581 547

TOTAL BALANCING ITEMS ................................................................................................ 58,460 -  40,376

Tables giving the above detail for each of 21 industrial groups are available on application to the 
Director of Statistics, Room 9334, Statistics Division, Board of Trade, Horse Guards Avenue, London, 
S.W.l. (Telephone number TRAfalgar 8855, Ext. 2871.)

Source : Board of Trade
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Sampling for the Collection of Agricultural Statistics
in England and Wales

The agricultural statistics for England and Wales col
lected by the Ministry of Agriculture, Fisheries and Food 
may be conveniently classified under two heads ; physical 
(crops, livestock, labour, machinery, e tc .) ; economic 
and financial (wages, prices, rents, profit and loss accounts, 
etc.). This article deals only with the collection of 
physical statistics, principally from the agricultural 
censuses in March, June, September and December every 
year, describing some of the sampling methods used or 
planned to be used for this purpose.

occupiers who at the previous June returned some area as 
under vegetables. This process saves troubling the large 
number of farmers who are not concerned with this item.

Provisional results

The Agricultural returns

The primary sources of a great deal of the agricultural 
statistics are the returns made by the 370,000 occupiers 
of agricultural holdings of over one acre. These occupiers 
are clearly in the best position to furnish accurate inform
ation as to the uses to which the land is being put, the 
number of livestock and machines on the land, and the 
numbers of workers employed. Since 1866 farmers have 
rendered an annual return in June of the acreage of their 
crops and grass and the number of their livestock. The 
number of questions on which separate information is 
required has slightly increased since pre-war days, mainly 
because of additional horticultural questions. The June 
1957 form contains 147 questions, but even at June 1937 
there were as many as 132. The items themselves, and 
their definitions have changed very little over the years. 
The tables which follow, which give the results of the 
June 1957 Census, illustrate the number and variety of 
the questions asked.

Up to June 1951, the provisional results for each June
census were obtained about mid-August from nearly all
the returns, allowance being made for the missing returns
by grossing up the results proportionately to the known
areas under crops and grass. For the March, September
and December censuses about 85 per cent, of the forms
were customarily used for the provisional results, “ grossing
up ” being done from a simple “ balanced sample ” i.e.,
after making sure that for each county the average size of
holding in the 85 per cent, sample was approximately
equal to the known average size of all holdings in that 
county.

Because of the large proportion of all holdings included, 
the results were of high accuracy. The differences between 
provisional and final results were almost entirely due to 
corrections of errors on individual returns which late 
enquiries had settled.

Random samples

The total numbers in the country of the various types of 
cattle, sheep, pigs and poultry vary over the years. Some 
of this variation is purely seasonal—for example, there are 
many more hens at the beginning of the winter than there 
are in June, when a number have already been culled or 
have died. But other variations are caused by farmers’ 
changes in production policy, which in some cases can 
occur quite suddenly. Thus the numbers of sows and 
gilts put to the boar may show an upward or a downward 
swing at any time. For these reasons, it has been found 
that a single annual return does not give sufficient inform
ation for the proper determination of agricultural policy 
and in December 1939 a regular series of quarterly returns 
was instituted, for March, September and December, in 
addition to the normal June return. These three extra 
returns are shorter than the June return as they are mainly 
confined to the livestock and labour items, although since 
March 1956 they have been lengthened by the addition of 
machinery questions, a procedure which has replaced the 
special Machinery Censuses which had been held biennially 
since 1942.

The possibility of using smaller random samples had 
been considered for several years but it was not until just 
after the war that a thorough investigation of the variances 
of the different items could be calculated, for a couple of 
counties (using the 1944 Returns). These analyses, from 
punch card machines, were supplemented by an extended 
series of calculations on the 1948 returns, for one county. 
From these calculations it was possible to estimate the 
expected sampling errors for each item for samples of 
various sizes and designs. In particular, measures were 
obtained of the gain in efficiency through using stratified 
samples with variable sampling fractions or by using ratio 
methods of estimation (e.g. linking for each item with the 
same farms’ results for a previous census). The Ministry 
had benefited from the research work orf sampling for 
agricultural statistics, conducted by the staff at Rothamsted 
Experimental Station.

Other Censuses are confined to certain groups of farms. 
Thus the biannual Glasshouse return is confined to farms 
with more than a certain area under glass, and the 
September and December vegetable form is sent only to

By June 1951 it was considered that experiments had 
proceeded far enough to take the first steps in applying 
the theory to the practice of presenting the results of the 
current agricultural censuses. For that June census, 
preliminary results for England and Wales were estimated 
by using one-half of the 12,(X)0 or so parishes in the 
country. In this first year of the scheme, various methods 
of selecting and grossing up such a sample of parishes were 
tried, and as a result of these experiments it was decided 
that the best combination of reliability, speed and economy 
would be achieved in future by selecting parishes at 
random from each sub-district in a county, after first 
dividing up the district into pairs of adjacent and similarly
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sized parishes to ensure an even distribution over the 
district. The results would be grossed up separately for 
each item within a county, by com paring the current 
results with those for the same parishes at the previous 
June. For a sample o f this size (50 per cent, of each 
county) this grossing up system is more efficient than any 
simpler method, except for some o f the rarer items which 
are grown o r kept on one set o f farms in one year and on 
another in the next year. Such items will have a relatively 
high sampling error under any grossing up method, even 
with a large sample o f efficient design, because there is no 
way of pinning them  down into fixed “ specialist ” strata, 
and they are not usually more prevalent in larger farms. 
Most of these items are horticultural ones, and they would 
be analysed separately, and later, on a “ 100 per cent, 
provisional ” basis—i.e. a  complete count o f all returns, 
subject only to adjustm ent in subsequent months through 
settling of doubtful entries. Since only one-sixth of all 
returns has any horticultural entries, it is possible to 
obtain these 100 per cent, provisional results for horti
culture quite quickly by picking out these relatively few 
returns from the main bulk, and then sorting them back 
for later parish summaries of all the items on the return.

The differences between the 50 per cent, provisional 
results and the 100 per cent, final figures (produced later 
at the end o f the year) are not due to sampling errors alone, 
because o f the later adjustment to  queried forms. Even so, 
the differences o f the six Junes (1951 to 1956) for which the 
system has been used, are small and unbiassed. About 
three-quarters o f all the 80-90 items have errors of less 
than one per cent, for England and Wales totals, and most 
of the main items’ errors are less than one-half of one per 
cent. In fact, results are sufficiently reliable for county 
totals to be issued for most items or combination of items 
for over 1 ,(XK) (acres o r numbers).

The results of this relatively modest incursion into the 
territory of random  samples has been to encourage 
further steps. One of these is that for June 1957, pro
visional results have been obtained from a one-third sample 
of parishes, which gave rise to  a  slight increase in sampling 
errors. There was, however, a saving in clerical labour. 
In recent years, the completed census forms have been 
sent by farmers to  the County Officers, who booked 
them in and scrutinised them. To effect substantial over
all staff economies, this process has been centralised, the 
forms all now being sent direct to  the Ministry head
quarters at Guildford. This change of procedure has of 
course involved headquarters in a new high peak of work, 
for booking in and scrutinising (although this is far less 
than the economy effected by abolishing the load at 
county level) and the reduction in the size of sample 
required for the provisional results has reduced the casual 
staff needed at that time.

For the censuses at March, September and December, 
the change to a one-third sample system had taken place 
as from March 1953. For these three censuses, only 
one-third of the farmers are sent forms each time, so that 
the results grossed up from the one-third samples are the

only ones obtained for these dates, and the load o f  form 
filling for farmers was almost halved, i.e. each farmer 
received a June form, and another for only one of the three 
census dates March, September or December, as compared 
with the previous practice o f every farmer receiving all 
four census forms every year.

The selection of these one-third samples was made 
from address lists. These lists are printed from over 
370,000 metal plates, i.e. one for every agricultural holding 
of more than one acre in England and Wales. The plates 
are kept in county order, and, within each county, in order 
of parish number, and of holding num ber within, parishes, 
the latter numbering showing some slight (inverse) 
correlation with holding size for holdings o f under 
100 acres. For the one-third samples, these plates were 
simply marked X, Y or Z, in turn, the X holdings being 
in the March samples, the Y ’s in the September and the 
Z 's in the December sample. U nder this system, farmers 
receive forms for the same dates each year. In March, 
1958, the system has been slightly modified. The sampling 
unit is now the parish, instead o f the holding. This allows 
the grossing up factors described below to be more 
up-to-date and also to be calculated by fewer staff.

Consistency of results

The danger of such a rigid system, namely perpetuating 
a bias at a particular date, was expected to be negligible 
since, for each item, a ratio method o f grossing up was 
used, so that if for example the March sample by chance 
included too many cattle, the bias would only show itself 
if these cattle holdings had in fact changed their numbers 
at a different rate (or direction) from “  cattle holdings “ 
in the remaining two-thirds o f the population. Tests on 
the variances for this grossing up method indicated that 
with such large samples this type of bias was likely to be 
negligible, and indeed results for England and Wales 
during the period of nearly five years since the samples 
were initiated have been satisfactorily consistent, both as 
between successive samples and by comparison with the 
annual full censuses at June.

This consistency is measured for the livestock items by 
using statistics of fatstock marketing and slaughter to 
help to link the results at successive census periods. For 
acreage items, farmers are asked in March to forecast the 
acreage of main crops which they hope to have sown by 
June. The relations between these forecasts and the 
actual June acreage are still of the same order o f magnitude 
as they were in the years o f full censuses at both dates.

It is not claimed that a completely self-consistent 
link-up is obtained between each sample date. From 
time to time anomalies arise : for example at a September 
census in one year it might be found that the estimated 
number of breeding sheep is high in relation to the total 
of the relevant items recorded at the previous June, the 
recorded slaughterings between June and September and 
a factor for death rate obtained by averaging “ unrecorded 
disappearance ” between June and September in previous 
years. Such a high figure for breeding sheep at September
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might be due to a combination of abnormal features for 
the year in question, of which one might well be a high 
actual sampling error. Thus, from the estimates of 
sampling error for that item, there is roughly a one in 
forty chance that the September estimate in a particular 
year is two per cent, too high and this two per cent, 
difference involves about 150,000 head. But similar 
anomalies do arise in the June (100 per cent.) census itself, 
in June-June comparisons, so that a freak result at a sample 
date need not be attributed to sampling error ; it merely 
means that the existence of such potential sampling errors 
adds another factor to the list of possible explanations, 
and complicates to some degree the work of interpreting 
results. It is clear that a sampling system, to be of any 
practical use in interpreting short-term trends, must be 
designed to ensure that expected sampling errors for each 
item are less than deviations over the short period which 
are considered to be significant enough with 100 per cent, 
censuses to indicate a new trend, superimposed upon any 
normal seasonal movement. But this general principle 
is easier to state than to apply, because for almost every 
item opinions differ as to the minimum size of a quarterly 
fluctuation needed to indicate a change of trend, even with 
full censuses at every date. Each piece of the jig-saw 
puzzle has its own blurred edges.

Despite these doubts and difficulties, it might be 
arbitrarily suggested as a working rule, that an effective 
sampling scheme for a quarterly census should be designed 
to produce expected sampling errors for the dozen or 
so main items of not more than one per cent. This 
criterion is met in the one-third census scheme. For 
example wheat, barley and oats acreages, and numbers 
of cows, ewes, pigs or hens all have expected sampling 
errors of under one per cent.

Other samples

Within the last three years the Department has extended 
the use of samples to those of smaller size designed for a 
particular commodity. In each case, the sample was 
selected systematically within relevant strata, using a 
variable sampling fraction. The sampling frame was 
usually a master sample of returns with the main items 
card-punched (in full or in code form), although in one 
or two instances it was more convenient to pick direct 
from the agricultural returns themselves.

Egg yields
The first of these small samples concerned a survey of 

egg yields under different systems of management, 
conducted from December 1955 to March 1957. Three 
thousand holdings were selected from different flock 
sizes, including a relatively larger proportion of the bigger 
flocks, and results for each flock-size stratum were 
combined by using weights, which took account of the 
variable sampling fractions.

In this survey, the selected farmers were visited by local 
staff (Field Officers of the County Agricultural Executive 
Offices—now the Divisional Offices) and asked to record
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the number of eggs produced each day by their hens, sub
dividing flocks by systems of management—e.g. those in 
batteries and those under “ free range ” . These daily 
record cards were collected each month by the Field 
Officers, and each farmer was asked to continue in the 
scheme for a full year. The service was entirely voluntary 
and involved some trouble to farmers, but in fact the 
initial response rate was high and was well maintained 
throughout the months of the survey. In this, as in other
surveys described below, the individual returns are confi
dential.

This was the first time that the Ministry had conducted 
a full-scale survey into egg yields, from a random sample, 
although there had been a survey confined to the East 
Midlands in 1950, which provided a valuable guide.

Milk yields

In order to reduce the amount of time required of each 
farmer, an alternative procedure, inspired by a recent 
survey conducted by the Department of Agriculture for 
Scotland, was adopted for this Department’s next survey 
of yields—namely of milk yields. For this survey, which 
covered the year beginning October 1956, 200 holdings 
per month were chosen (stratification by herd size) for 
each month separately, and farmers were only asked to 
record details of the milk production on the previous day. 
The response to this lighter task was excellent, even for 
months when, because of petrol restrictions, the forms 
were sent and returned by post instead of being recorded 
at an interview by a Field Officer.

Stocks and yields of cereals

For some types of survey, however, it is important to 
maximise the precision of estimates of monthly trend 
rather than of each month’s separate estimate, even though 
the latter is also of importance. Thus in 1956-7, the 
Department undertook a survey into the stocks of home 
grown wheat and barley remaining on farms each month 
from end-November to end-March. For this purpose 
3,000 holdings were chosen (stratified by cereals acreages) 
and were each sent a form every month.

A similar survey is being held in the current production
year (1957-58), but this time it is being linked to an
experimental survey on yields of wheat, barley and oats.
This combined survey, which at the time of writing has
not been completed, is of a complex design. The main 
features are :—

(a) Stratification by the relevant cereals acreage.

(b) Four periods in July-September with question
naires on forecasts of yield per acre per field. 
In these periods, some farms are asked at each 
date for trends—and the remainder once only, 
partly for a series of independent estimates and 
partly to avoid troubling farmers more than 
absolutely necessary at the busy harvest time.
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(c) Survey conducted by post, except for one farm in 
each N ational Ag^icultu^a^ Advisory Service 
(N.A.A.S.) district, which is visited by the 
N.A.A.S. District Advisory Officer each time. 
From these latter farms a link can be obtained 
between the weighted sample yields and those used 
in the official estimate of yields which are obtained 
from reports supplied by the same N.A.A.S. 
officers, who make their own local enquiries.

(d) A questionnaire on stocks on farm and total 
production per farm (linked to June 1957 cereal 
acreage) to be sent out each m onth from end- 
October to  end-May, to the same farms and also 
to 2,(XX) extra wheat and barley farms.

Pig population

There is one small sample survey which is held every 
month. This is a sample, the series for which began in 
January 1956, to  enable a close and frequent check to be 
made on the trends in the pig population, which are 
susceptible to  up or down swings which may occur, almost 
without warning, in between the normal quarterly census 
dates.

The information for the enquiry is collected by visits 
to about 1,600 farms per m onth, the main stratification 
factor in this case being the number o f sows. It is, 
however, necessary to include several farms without any 
pigs returned at the censuses used as the sample base 
(currently, March 1956). This procedure allows for the 
fact that several occupiers who kept no pigs at March 1956, 
may be keeping some in the month in which they are 
sampled.

Results from the pig samples are grossed up by reference 
to the numbers returned on the same holdings at a recent 
census date. This ratio method is not applied to every 
item separately : thus the correlation between sows 
pregnant for the first time (“ gilts in pig ” ) at one month 
and the numbers a few months later may even be negative, 
because o f seasonality of replacements. Sampling errors 
for each o f the items, as grossed up, were calculated early 
in the series and these calculations are repeated from time 
to time to make sure that variances and co-variances have 
not changed significantly. As an example o f the efficiency 
o f a small sample selected for a specific purpose, as 
contrasted with large samples selected for a m ultitude o f 
items, and without optimum stratification, it may be o f 
interest to record that the 1,600 “ pig holdings ” have a 
sampling error for total sows o f some 2 i per cent., 
whereas for the 125,000 holdings in the one-third sample 
census the sampling error for the same item, if raised 
simply by the reciprocal of the sampling fractions (i.e. multi
plying by three) would be H  per cent., a reduction of 
one-half for a sample nearly 80 times as large.

Present developments

Futher experiments in sampling designs are still pro
ceeding within the D epartm ent. Since the summer of 
1956, the Branch concerned with agricultural censuses and 
sample surveys has been housed at Guildford, where the 
punch card installations are available. W ith the aid of 
these machines experiments are under way on the selection 
o f samples of a size intermediate between the small samples 
and the one-third samples. These experiments are testing 
the efficiency o f such medium sized samples, stratified by 
size of farm and certain o ther factors, and picked with 
variable sampling fractions, for the purpose o f obtaining 
quicker but still reliable first results from the returns. It 
seems likely that the use o f sampling methods will continue 
to be extended over the next few years.
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A G R IC U L T U R A L  C E N S U S  R ESU LTS
England and Wales 

June 1939 and June 1957
Acreage of Crops and Grass

Thousand acres

Description June, 1939 June, 1957 
(Provisional)

•  •

«  »

Wheat 
Barley 
Oats
Mixed Com, for threshing(‘) 
Rye, for threshing

•  ■

•  •

•  •

Total corn •  «

Beans, for stockfeeding 
Peas, for stockfeeding

«  • •  •

Potatoes, first earlies 
Potatoes, main crop and second earlies

•  •

Total potatoes

Turnips and swedes for stockfeeding 
Sugar beet (for sugar)
Fodder beet (all types of high dry matter content) 
Mangolds ..

•  •

•  •

1,683
910

1,358
83
(*)

4,034

454

396(»)
337
(*)

210

Rape
Cabbage, kale, savoys and kohl rabi, for stockfeeding
Vetches or t a r e s ....................................
Mustard, for seed, fodder or ploughing in
Linseed ........................
Flax, for fibre 
Hops

•  • »  4

4  4

Orchard with crops, fallow or grass below the trees 
Orchards with small fruit below the trees 
Small fruit, not under orchard trees «  ■

Vegetables for human consumption (excluding potatoes) and hardy nursery stock, flowers and 
crops under glass •  • •  • ■ •

Fruit and vegetables, not grown primarily for sale
All other crops ........................
Bare fallow 4  4 •  •

Total of crops and fallow (tillage) •  • •  « •  • •  • •  •

Lucerne

275

6,830

32
Temporary grass (including clover and sainfoin)

for m o w in g ...............................................
for g r a z in g ............................................... •  a

1,304
768

Total temporary grass 2,072
Total Arable Land 8,935

Permanent grass for mowing 
Permanent grass for grazing

•  ■ 4,612 
11,097

Total permanent grass 15,709

Arable and permanent grass temporarily out of use through flooding on the East Coast January/ 
February 1953 .. ........................ •  • 4  4

Total Acreage of Crops and Grass(®)

Rough grazing—Sole right 
Common Rough Grazings

•  • t  •

Total Rough Grazings •  •

(̂ ) In 1939 included areas cut green.
(*) Not separately returned.
(’) Includes turnips and swedes for human consumption. 
(‘) Included with “ all other crops 
(*) Excludes rough grazing.
(•) Provisional.

2 4

2,033
2,386
1,323

329
24

6,095

566

419

9,170

102

2,375
1,799

4,174

13,446

2,897
8,129

11,026

5

24,643 24,476

4,179 3,618
1,361 1 I,483(‘)

5,541 5,101

^  •
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566

419

170
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Num bers of Livestock
Thousands

Description June, 1939 June, 1957 
(Provisional)

Cattle and Calves
Cows and heifers in milk :—

For producing milk or calves for the dairy herd
Mainly for rearing calves for beef .........................

Cows in calf but not in milk :—
Intended for producing milk or calves for the dairy herd 
Intended mainly for rearing calves for beef 

Heifers in calf (first calf)
Bulls being used for service ..
Bulls (including bull calves) being reared for service 
Other cattle :—

2 years old and over {

2,142
467

392

Total 944 1,043

{

Male (steers)
a  •

587
1,010

Total •  • 1,346 1,597

Under 1 year old (excluding bull calves being reared for service) 624
1,073

Total «  • •  • 1,242 1,696

Total 6,770 8,134
Calvings

Numter of Calvings (calvings which occurred during the three months preceding date of census)
Heifers that calved for the first time during March, April and May 
All other cows that calved during March, April and May

•  •

«  ■ •  #

172
601

Total •  ■ 773
Sheep and Lambs

Sheep one year old and over ;—
Ewes kept for breeding
Two-tooth (shearling) ewes or gimmers
Rams kept for service
Draft and cast ewes.........................
Wethers and other sheep ..

•  •

«  •

•  • ■ •

7,160
1,477

205

«  •

1,021
■ •

6,211
1,359

174
231
515

Total one year old and over
•  • •  • •  •

Sheep and lambs under 1 year old : 
Ram lambs intended for service 
Other sheep and lambs

•  • •  «

Total sheep and Iambs under 1 year old
«  •

Total •  • •  » •  ■

Pigs
Sows in pig 
Gilts in pig 
Other sows kept for breeding

•  • «  «

•  •

■ • •  • •  •

Total sows for breeding •  • •  « •  • •  •

Barren sows for fattening 
Boars being used for service

•  »

All other pigs (not entered above) : 
5 months old and over 
2-5 months old 
Under 2 months old .. •  •

Total all other pigs
t  •

Total
•  • •  •

(*) Not collected separately. 
(*) Not returned.

1 9,863 8,491

156 ( )̂
7,967 (0

8,123 7,513

17,986 16,004

( )̂ 312
( )̂ 129
(') 166

449 607

(“) 16
30 37

633(») 858
1,516 2,022

888 1,214

3,036 4,094

3,515 4,754

(•) Barren sows for fattening were not collected separately in 1939 but were included among other pigs, 5 months old and over,
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Numbers of Livestock (continued)
Thousands

Description June, 1939 June, 1957 
(Provisional)

Poultry

• •Fowls 6 months and over 
Fowls under 6 months old :

Male ..
Female
Sex not known ........................
Total fowls under 6 months o ld ..

•  •
a  • 23,154 31,889

• • • • • • • •

• •

• • • > a  *

• • 29,758

5,307 
31,093 
2,343

38,743
Total .. • • • • 52.912 70,632

Ducks of all ages 
Geese of all ages 
Turkeys of all ages

•  a

a  •
• •

a  • » • a  • •  > a  •

2,237
584
693

Total ..
•  a a  a a  a 56,426(*)

Horses

Horses (including Mares kept for breeding) used for agricultural purposes or by market 
gardeners .....................................................................

All other horses and ponies (not entered above) ..  ., . [ ’ ........................ 549
297

Total
« a a  • •  a 846

Labour
(For 1939 references to age 20 should be read as age 21)

Description June. 1939

Regular Wholetime Workers

Male 65 years old and over .. 
Male 20 years old and under 65 375-3

a  a a  •

Male 18 years old and under 20 
Male under 18 years old •  a 44-7

50*8
Total ..

a a 470-8
Women and girls

•  a 40-3
Total Male and Female » a

a  » 51M
Regular Part-Time Workers

Male 20 years old and over 
Male under 20 years old a  •

Total .. « a
•  a (*)

Women and girls 
Total Male and Female

« a a  •

> • a  •

Seasonal and Temporary Workers

Male 20 years old and over 
Male under 20 years old

«  a

Total ..

Women and girls
(»)

Total Male and Female
•  a

Total Male Workers 
Total Female Workers 534-1

73-0
Total Workers ..

a  a a  • •  a 607-1

(*) Not collected separately.
(*) As a result of war-time controls many small-sized holdings were recorded for the first time in 1941

1,101
429

1,783

73,945

182

Thousands
June, 1957 

(Provisional)

20-2
328-7

28-3
35-2

412-4

36-1

448-6

47-4

31-5
78-9

45-9

33-7

79-6

505-8
101-3

607-1

.1 1
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England and W ales
Acreage of Small Fruit Thousand acres

Description June, 1939 June, 1957 
(ProvisionaD(^)

Small Fruit
S tr a w b e r r ie s ................................................................................................................................... 18-7 16* 1
Raspberries ................................................................................................................................... 4-1 2-7
Currants, Black 10-4 11-3
Currents, Red and White 2-3 0-8
Gooseberries 9-1 5-7
Loganberries and Cultivated Blackberries 2-5 1-2

'Fotal .« ** 47-2 37-9

Acreage of Vegetables for Human Consumption, Hardy

Description

Nursery Stock, Flowers and Crops under Glass
Thousand acres 

June, 1957

Vegetables for Human Consumption (excluding potatoes) Grown in the Open 
Brussel Sprouts
Remaining Spring Cabbage (planted in previous year)
Summer Cabbage 
Autumn Cabbage 
Winter Cabbage 
Autumn Savoys 
Winter Savoys ..
Kale and Sprouting Broccoli 
Winter Cauliflower or Broccoli (heading)

Remaining from previous year’s plantings
Planted in the current y ea r.......................

Summer and Autumn Cauliflower:—
Early Summer sown under glass and planted in the open 
Late Summer and Autumn (open sown)

Carrots, earlies (grown for bunching only)
Carrots, main crop 
Parsnips ..
Turnips and Swedes 
Beetroot
Onions, grown for salad 
Onions, for harvesting dry 
Beans, Broad 
Beans, Runner ..
Beans, Dwarf or French 
Peas, green for market 
Peas, green for canning or quick freezing 
Peas, for harvesting dry 

Marrowfats .
Blues ..

Asparagus 
Celery 
Lettuce ..
Rhubarb
Tomatoes (growing in the open)
Other vegetables and mixed areas

Total .. •  • •  •

Hardy Nursery Stock
Fruit trees, fruit bushes and other fruit stock
Ornamental trees and shrubs.....................................
Other nursery stock (herbaceous plants, alpines, etc.)

Bulbs and Flowers in the Open 
Bulbs grown for flowers :—

Daffodils (Narcissi)
Tulips
Other bulb flowers 

Bulbs grown for sale as bulbs :
Daffodils (Narcissi)
Tulips
Other b u lb s .........................
Other flowers, not under glass

S  4

•  •

•  •

•  •

a  • •  • •  * •  •

■ •

■ ■

Total .. •  •

•  •

•  •

■ «

•  •

•  »

•  •

•  •

•  •

•  #

•  •

•  •

All Crops grown under Glass

(}) These figures are provisional but arc based on returns which 
account for 100 per cent, of the total area returned.

(*) Not returned.

•  ■

•  •

•  •

•  •

•  •

•  •

•  4

•  •

»  •

*  •

•  •

•  •

•  •

•  *

June, 1939 (Provisional)(^)

•  •

3 8 0

441

18-9

17-8

60-6

2 8 0

247-7

10-5

7-7

5-8

13-5

3-3

385-7

16-2

4-5

#

y
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Overseas Sterling Holdings

1 Introduction
In recent years figures of overseas sterling holdings have 

been published every half year in the United Kingdom 
Balance of Payments White Papers (Cmnd. 399 Table 10). 
In future they will be made available quarterly on a similar 
basis in the Monthly Digest o f  Statistics and in Economic 
Trends. Figures relating to the preceding quarter will be 
published in the February, May, August and November 
issues together with figures of acceptances outstanding.

(ii) the gross amount due from it on its own account 
and on account of its United Kingdom customers 
to other overseas residents (other banks, companies, 
individuals);

(iii) the gross amount due to it on its own account and 
on account of its United Kingdom customers from 
overseas residents other than its own offices.

2. The present article is designed to introduce the new 
quarterly series (see Tables IV and V) and to give a brief 
technical and historical analysis of the statistics. Section 
II deals with the series on overseas sterling holdings and 
acceptances, and Section III shortly discusses the relation
ship between these items, the gold and dollar reserves, and 
the overseas monetary position of the United Kingdom.

Residence is determined by Exchange Control classification 
insofar as non-sterling area countries are concerned, and 
for sterling area accounts by registered address of a
company or permanent domicile of any other account 
holder.

II Statistics of Overseas Sterling Holdings

3. The Overseas Sterling Holdings series originated with 
the figures of banks’ liabilities and assets on overseas 
account which were included in the Report of Committee 
on Finance and Industry (the “ Macmillan ” Committee) 
in 1931 and which on their recommendation were regularly 
collected thereafter. Figures broadly comparable with the 
present series can be carried back to 1941, but during the 
war the scope of the compilation was progressively 
broadened in order to obtain a more comprehensive 
measure of the increase which then took place in the 
country’s overseas liabilities. Accordingly, the end of 1945 
is taken as the starting point of the series for the purpose of 
this paper ; for earlier figures reference should be made 
to “ Reserves and Liabilities 1931 to 45 ”, Cmd. 8354 of 
September 1951.

6. Definition. The funds at present reported comprise(i): 
(i) Holdings in sterling or sterling area currencies 

(whether as deposits, advances or commercial bills 
or Treasury Bills, or British Government securities 
if held for account of overseas banks) of account 
holders abroad with banks in the United Kingdom; 
net of claims of similar types by banks in the 
United Kingdom on overseas banks and other 
residents abroad ; {i.e. the sum of the three 
sub-totals referred to above).

(ii) Funds, now small, held for account of the United 
States Government, for their own use or for help to 
third countries, originating from the sterling 
equivalent of dollars made available under United 
States aid legislation.

4. Each month the Bank of England receives reports on a 
voluntary basis from over 150 institutions, namely, all 
commercial banks in the United Kingdom with significant 
overseas connections (including the United Kingdom 
offices of overseas banks as well as accepting and discount 
houses) and a number of official bodies such as the Crown 
Agents for Oversea Governments and Administrations, the 
various Currency Boards and the West African Marketing 
Boards.

(iii) Sterling funds held with the Crown Agents for 
Oversea Governments and Administrations and by 
Currency Boards, excluding Dominion and 
Colonial sterling securities.

(iv) So far as known, British Government securities 
held by other official bodies but not those held by 
private individuals or firms.

Throughout securities are taken at their nominal value.

7. Analysis of holdings. Various classifications of over
seas sterling holdings are possible. The most important 
are those by area, by class of holder and by type of asset 
held. For the purposes of a short general account of the 
holdings it is convenient to take the first two together.

5. Each reporting bank in the United Kingdom is asked 
to give three items for each overseas country :—

(i) its net liability to (or net asset with) its overseas 
offices. (It is not practicable to obtain gross figures 
of liabilities and assets vis-a-vis overseas branches 
because of differences in accounting procedure);

8. Holdings by area and class of holder. Table I shows 
total holdings at the end of 1945, 1951 and 1957 classified 
by area ( )̂ and by the two principal types of holder, central 
bank and other official funds so far as separate figures 
are available on the one hand and funds with commercial 
banks on the other. The latter may include funds held by 
overseas official bodies, but probably only to a small extent.

(|) The most useful composition is a matter for discussion, depending on the purpose of the statistics, and is therefore subiect to 
review.

(*) The geographical divisions used in this article and the tables incorporated in the text, are the same for all periods and in 
general correspond to those used in the Balance of Payments White Paper (Cmnd. 399) ; the latter are set out in Annex A below 
However, for the sake of comparability and for certain technical reasons, the areas now comprising Ghana and the Federation of 
Malaya have been included with the Colonial territories throughout this article except in Table V.
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TABLE I
Sterling Holdings by area and Class of Holder

£ million

End 1945 End 1951 End 1957

1

Total

Central 
bank and 

other 
official 
funds

Other
funds Total

Central 
bank and 

other 
official 
funds

Other
funds Total

Central 
bank and 

other 
official 
funds

Other
funds

Sterling area countries
United Kingdom Colonies 411 263 148 919 703 216 1,269 1,023 246
Other sterling area countries 1,986 1,702 284 1,717 1,590 127 1,430 1,184 246

Total sterling area countries 2,397 1,965 432 2,636 2,293 343 2.699 2,207 492

Non-sterling countries
dollar a r e a ........................ 34 15 19 38 28 10 35 4 31
Other western hemisphere

countries .. 163 158 5 57 39 18 31 13 18
O.E.E.C. countries .. 351 190 161 328 158 170 258 130 128
Other non-sterling countries 622 432 190 518 399 119 244 154 90

Total non-sterling countries 1,170 795 375 941 624 317 568 301 267

Total: all countries 3,567 2,760 807 3,577 2,917 660 3,267 2,508 759

Non-territorial organisations — > 566 566 645 645

Total 3,567 2,760 807 4,143 3,483 660 3,912 3,153 759

(i) Colonial Holdings
9. The main classes of Colonial funds at the end of 1945, 

1951 and 1957 were as follows :—
TABLE II

Sterling Holdings of Colonial Territories 
Distribution by class of fund

Currency funds
Special funds with Crown

Agents(0 ........................
General funds with Crown 

Agents(-)
Miscellaneous official fundsC) 
Other funds (with United 

Kingdom banks)

Total • • • #

1945. 1951 1957
£ million at end o f year

148 312 441

74 112 154

41 148 321
131 107

148 216 246

411 919 1,269

currencies are very largely backed by sterling securities. 
The steadily increasing circulations which have accompanied 
rising populations, the increased use of money and ip- 
creasing external incomes have thus produced a virtually 
automatic increase in the investment by Currency Boards in 
Lfnited Kingdom and other government securities. 
Special funds the largest component being savings bank 
assets have also risen steadily. The general government 
funds held with the Crown Agents include development 
reserves held against planned development expenditures 
and working balances for current expenditure. The other 
funds which are held with United Kingdom banks represent 
the general banking assets of commercial banks operating 
in the Colonies and known liquid funds held in London 
of companies and individuals resident there.

(*) Funds of Colonial Governments and other public bodies 
held under statute or earmarked for special purposes (sinking 
funds, savings banks* funds, etc.).

(*) General revenue balances, general purpose reserve funds, 
etc.

(®) Uganda Price Assistance Funds, sterling securities of West 
African Marketing Boards, etc.

Similar figures for recent half-years are published regularly 
with a territorial analysis of total funds in the Digest o f  
Colonial Statistics where, however. Dominion and Colonial 
sterling securities are included.

(ii) Independent Sterling Area Holdings
11. It is the normal practice of central banks in indepen

dent sterling area countries to hold the bulk of their foreign 
exchange reserves in the form of sterling. Moreover they 
are often required by statute to hold certain minimum 
reserves in foreign exchange (which may include sterling) 
against local currency issues. A large proportion of these 
statutory reserves are in practice held in sterling.

10. The existence of currency and many other funds in 
sterling is largely explained by the fact that the Colonies 
do not yet possess developed local capital markets and 
hence hold in London the very large funds governments 
must hold for many and diverse purposes. Colonial

(iii) Holdings o f  Non-sterling Countries
12. Most of the sterling held by non-sterling countries 

is now in the nature of working balances required to finance 
commercial transactions. The holdings of central banks 
in O.E.E.C. countries are influenced by the operation of 
the European Payments Union, to which further reference 
is made in paragraph 20 (1) below.
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(iv) Holdings o f  Non-territorial Organisations
13. The holdings of non-territorial organisations are in a 

special category, and are for some purposes best excluded 
from the total of the sterling liabilities. The two main 
holders are the International Monetary Fund (I.M.F.) and 
the International Bank for Reconstruction and Develop
ment (I.B.R.D.). At the end of 1957, out of £645 million held 
by all non-territorial organisations, the I.M.F. held £583 
million. This holding arises partly from the original 
United Kingdom subscription to the Fund, and partly 
represents the sterling paid in exchange for dollar 
drawings at the end of 1956. The I.B.R.D. held £55 million 
at the end of 1957. This consisted principally of the 
original subscription, which is being gradually drawn down 
as sterling loans are made by the l.B.R.D. to other member 
countries. The remaining £7 million was held by various 
international organisations, e.g. the Bank for International 
Settlements.

longer-dated securities may be realised in cash through the 
stock markets for immediate spending. It follows that a 
division of holdings as a whole into what is short-term or 
long-term in form gives no sure indication of the ratio of 
volatile to stable funds ; though special funds (e.g. pension
funds) are naturally invested in types of security appropriate 
to their purposes.

14. Analysis by class and term of holding. It will be 
seen that all the funds included in the series are highly 
liquid, in that they are either very short-dated or, normally, 
easily realisable in the m arket; and that almost all are 
liabilities of the British Government or of banking offices 
in the United Kingdom. The Government issues range 
from Treasury Bills falling due within a few days to stocks 
maturing many years hence, and some irredeemable 
stocks are included. This does not mean that the funds 
will be held for these varying periods of time. Deposits 
though fluctuating from day to day may be maintained at 
approximately the same level indefinitely ; Treasury Bills 
may be renewed again and again ; and on the other hand

15. No detailed classification is available of the form in 
which the net balances with commercial banks are held. 
Ad hoc investigations have however been made at intervals 
into the composition of the holdings of central banks and 
other official agencies. At 31 December 1956, of these 
holdings(i) approximately 8 per cent, consisted of bank 
deposits, 32 per cent, of Treasury Bills and 60 per cent, of 
British Government securities. The Government securities 
showed the following distribution by maturity.

Years to final 
date of redemption 

Not over 5 ..
Over 5 but not over 10 
Over 10 but not over 15 
Over 15

• •

• •

• •

Percentage 
of total 

41 
15 
24 
14

(*) Excluding non-territorial organisations.

16. Post-war trends in sterling holdings. In the middle 
of 1939 United Kingdom net external liabilities amounted 
to rather more than £500 million. During the war years 
overseas sterling holdings rose extremely fast and at the 
end of 1945 stood at approaching £3,600 million. Of 
this total a large proportion represented obligations to 
other countries arising from the exigencies of war, rather 
than their working balances or normal reserves voluntarily

TABLE III
Overseas Sterling Holdings 

At end of year

OVERSEAS STERLING 
HOLDINGS 

Sterling area countries
United Kingdom Colonies . 
Other sterling area countries

Total sterling area countries

Non-sterling countries 
Dollar area
Other western hemisphere 
O.E.E.C. countries ., 
Other non-sterling countries

Total non-sterling countries

Total—All countries

Non-territorial organisations
Total

ACCEPTANCES OUTSTAND 
ING .. • • • • » •

£ million
1945 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955: 1956 1957

411
1,986

461
1,906

470
1,780

519
1,636

546
1,612

719
1,830

919
1,717

1,024
1,518

1,093 
1,705

1,221
1,703

1,280
1,599

1,281
1,575

1,269
1,430

2,397 2,367 2.250 2,155 2,158 2,549 2,636 2,542 2,798 2,924 2,879 2,856 2,699

34
163
351
622

33
212
363
635

18
235
419
576

19
135
309
534

31
80

356
518

79
45

314
496

38
57

328
518

34
6

239
398

62
40

223
370

97
8

244
430

58
9

213
417

37
32

193
303

35
31

258
244

1,170 1,243 1,248 997 985 934 941 677 695 779 697 565 568
3,567 3,610 3,498 3,152 3,143 3,483 3,577 3,219 3,493 3,703 3,576 3,421 3,267

26 388 398 576 577 566 567 511 476 469 669 645
3,567 3,636 3,886 3,550 3,719 4,060 4.143 3,786 4,004 4,179 4,045 4,090 3,912

• • 1 • s 30 53 50
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held in London. (For a general account of the growth of 
the balances the reader may be referred to Professor 
Sayers’ Financial Policy 1939-45" in the Civil Histories 
of the Second World War, published by H.M.S.O., 1956).

17. The level of holdings for each year since the end of 
the war by areas is shown in Table III. It will be seen that 
there have been striking changes in the distribution of 
the balances : the Colonial balances being trebled over the 
twelve years, those of independent sterling countries being 
reduced by a quarter, and those of non-sterling countries 
being halved.

18. The composition of the increased sterling holdings 
of the Colonial territories during the post-war years has 
already been briefly described. The underlying reason for 
the growth of this total was the expansion of Colonial 
economies at a time of rising prices. An important 
special factor was the unprecedentedly high level of 
Colonial export earnings in the years following the 
outbreak of the Korean war. More recently the Colonial 
territories have been in deficit on current account, but 
as there has also been a large capital inflow there has 
been little change in the general level of sterling holdings.

19. Much of the fall in the holdings of independent 
sterling area countries took place in the first few years 
after the war, and represented the reduction of surplus 
balances built up during the war years. During the last 
few years trends in individual countries have been diverse. 
Among the major changes, India's holding has recently 
been run down further to finance the second five-year 
development plan, and the holdings of Australia and New 
Zealand have fluctuated widely, largely under the influence 
of changes in the prices of their exports of primary 
products and import policies. On the other hand, the 
balances of the Middle East sterling area countries have 
increased considerably.

20. The holdings of non-sterling countries can be divided 
into three groups—those of O.E.E.C. countries, those of 
dollar countries, and those of other non-sterling countries.

(1) Since 1950 the trend of the holdings of O.E.E.C. 
countries has been much influenced by the workings of 
The European Payments Union (E.P.U.) mechanism. The 
E.P.U. Agreement provided that central banks of the 
countries participating should treat certain defined holdings 
of sterling in excess of working balances at 30 June 1950 
as “ existing resources ” , which could be used in settlement 
of current deficits with the Union. Part of the fall of £75 
million in O.E.E.C. countries’ holdings between 1950 and 
1952 was due to the running down of these “ existing 
resources ” . Since then the central bank holdings of 
sterling by O.E.E.C. countries have been small. To this 
however there are two exceptions.

(a) Under the workings of E.P.U. the sterling holdings of 
member countries' central banks, reflecting trans

actions during the month, are reported to the Agent 
at the end of each month for inclusion in the calcu
lation of surpluses and deficits. When these surpluses 
or deficits are settled during the following month, 
partly in gold or dollars and partly by changes in 
E.P.U. debit or credit, these ” reported ” sterling 
holdings are adjusted accordingly. They thus distort 
the trend in the total of sterling holdings of O.E.E.C. 
countries and are therefore distinguished in the new 
quarterly series.

(6) There are special holdings by the German authorities: 
an arms purchase account established by deposits of 
£20 million in September 1956 and £10 million in 
April 1957, and a special deposit of £75 million, 
largely made in the third quarter of 1957 from which 
annual repayments of post-war debt due from the 
German Government are being made. These 
deposits were mainly responsible for the rise In 
O.E.E.C. countries’ holdings in 1957.

Allowance made for these complications, the holdings of 
O.E.E.C. countries nowadays represent sterling held by 
residents of these countries for commercial and financial 
reasons and their size will vary with the scale of the 
holders' business in sterling and their judgment of the 
attractiveness of London as a financial centre in which to 
hold funds (and also, since the figures are net of overdrafts 
etc., to borrow on short term).

(2) The same generalisation is applicable to the habitually 
small net balances of sterling held by dollar area countries.

(3) The very large fall (over £500 million) in the holdings 
of other non-sterling countries since the war was due to 
the fact that several of these countries had accumulated 
large holdings of sterling, well beyond what they needed for 
commercial purposes, during the war period. Egypt was 
an outstanding example of this, and in this and some other 
such cases the funds were transferred to special accounts, 
commonly called “ blocked ” , and provision made for 
regular annual releases. Apart from these special accumu
lations, which have now been mainly used up, most of the 
countries in this group (including countries in the Far 
East, Middle East, Western Hemisphere and Soviet bloc) 
only hold sterling funds for the normal purpose of 
financing their foreign trade, particularly with sterling 
area countries.

21. Seasonal movements in sterling holdings. There are 
marked seasonal variations in the earnings of individual 
sterling area countries and these differ in size and incidence 
from country to country. When aggregated to give the 
earnings of the rest of the sterling area as a whole some 
seasonal movement remains and this is reflected in the 
sterling balances which constitute their principal foreign 
exchange reserves. During the last four years the quarterly 
changes in sterling holdings of countries in the independent
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sterling area and of the Colonial territories have been as 
follows :—

Changes in sterling holdings
1st 2nd 3rd 4th. qtr. qtr. qtr. 

£ million
qtr. Year

Colonial territories
1954 .. +  51 + 39 +  30 + 8 + 128
1955 .. +  37 + 35 -  10 -  3 + 59
1956 .. + 22 -  1 + 4 -24 +  1
1957 .. +  28 -  29 -11 -  12

Other sterling area
1954 + 47 -11 -  74 + 36 -  2
1955 .. -48 -12 -  69 +25 -104
1956 .. +  3 -  3 -  13 -11 -  24
1957 .. +  33 + 8 -107 -79 -145

Total sterling area
1954 .. + 98 +  28 -  44 +44 + 126
1955 .. -11 +  23 -  79 +22 -  45
1956 + 25 -  4 -  9 -35 -  23
1957 .. +  61 +  8 -136 -9 0 -157

24. Credit taken in the United Kingdom by the rest of 
the world has developed since the war in line with the 
increased value of international trade, and in particular 
with certain types of trade ; and certain countries have 
used this kind of facility much more than others. Seasonal 
movements too are discernible, corresponding with the 
movement of goods, especially raw materials exported 
from the sterling area to countries outside the sterling area, 
for which financing by bank acceptance is important. 
Various methods of financing transactions are open to 
traders, whose choice is influenced by the existing level of 
interest rates and expectations about future developments. 
Moreover the giving of credit to residents outside the 
sterling area is subject to Exchange Control, and there 
have been from time to time changes in the regulations 
governing the types of arrangement which are permissible.

This net movement can, however, vary considerably from 
year to year. In the last two years the seasonal pattern 
has been affected by the closing of the Suez Canal at the 
end of 1956 and by Indian I.M.F. drawings in the first two 
quarters of 1957. However, in normal years the most 
difficult period for overseas sterling area countries as a 
whole tends to be concentrated in the third quarter.

22. There is no such seasonal pattern in the holdings of 
non-sterling countries, for movements here depend on 
quite different factors. The quarterly changes have been 
as follows :—

1954
1955
1956
1957

« •

• •

1st 2nd 3rd 4th
qtr. qtr. qtr. qtr. Year

£ million
-67 + 65 +  38 + 48 +  84
+ 42 -66 -37 -21 -  82
-33 -15 -36 -48 -132
+  3 +  1 + 11 -12 +  3

III. Monetary Position
25. The overseas sterling holdings constitute a fairly 

comprehensive measure of the sterling resources readily at 
the disposal of the rest of the world. As the preceding 
discussion has shown, a substantial part of them is held for 
long-term purposes and may legitimately be regarded as 
permanent or semi-permanent investment in the United 
Kingdom(^). Were this component clearly defined, 
changes in it could in principle be best treated as long-term 
investment or disinvestment in the United Kingdom. 
But, with this reservation, changes in overseas sterling 
holdings may be regarded as “ financing items ” of the 
same general kind as the other items, viz., changes in 
reserves, E.P.U. debt, etc,, with which they are grouped in 
the tables of recent White Papers on the balance of 
payments.

23. Acceptances outstanding. This series, which is now 
published for the first time, represents the total of sterling 
acceptances given by banking offices in the United King
dom for account of residents abroad and outstanding at 
the dates shown. These acceptances are reimbursable by 
non-residents of the United Kingdom not later than the 
date of maturity of the accepted bill. Acceptances for 
which funds have been specifically provided and segregated 
are excluded ; so that the amounts shown represent 
claims on other countries (very largely outside the sterling 
area) additional to those types of asset which have been 
deducted in calculating Overseas Sterling Holdings. 
(Figures for dates preceding September 1957 are partly 
estimated. Changes in the value of acceptances outstanding 
are included in Item 15(c), Miscellaneous capital (net), In 
the Balance of Payments White Paper.)

26. Because the countries of the rest of the sterling 
area hold the bulk of their external reserves in sterling, 
changes in their holdings by and large reflect their 
surplus or deficit on all transactions with the rest of 
the world, i.e., with the United Kingdom as well as with 
the non-sterling world. These transactions will include 
short-term and miscellaneous capital as well as current and 
long-term capital transactions. Changes arising out of 
their direct transactions with the United Kingdom are 
shown in items 1-15 (a, b and c) in Table 2 of the White 
Papers. Their net receipts arising in settlement of their 
transactions with the non-sterling world (whether in 
sterling or in other currencies) and from their sales of gold, 
are shown in the same table as items 21-22, under the 
description “ inter-area transfers ”(̂ )*

27. The sterling holdings of non-sterling countries, - as 
has been pointed out, consist for the most part of balances 
held for commercial and financial reasons ; they are 
primarily working balances rather than, as in the case of 
the countries of the rest of the sterling area, working

(*) Because the coverage of the sterling holdings (liabilities) is thus so much wider than that of the assets shown in the 
published ^atistics (the Exchange Equalisation Account’s holdings of gold and dollars, and other non-sterling currencies), the 
absolute difference between these aggregates gives an unduly unfavourable picture of the United Kingdom’s absolute position on 
international account. As these paragraphs explain, it is changes in this difference over time that are significant, rather than the 
difference itself at any one moment.

(*) As a net R.S.A, receipt of sterling from non-sterling countries tends to increase United Kingdom liabilities to the R.S.A., it 
appe^s with a negative sign In Tab’e 2. Conversely the same sterling transfer from the non-sterling world reduces United 
Kingdom liabilities to that area and is shown in Table 3 (describing the United Kingdom balance of payments with the non-sterling 
area) with a positive sign.
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balances plus national reserves of foreign exchange and 
other official funds. They are to a considerable extent 
convertible into gold or dollars : American account and 
Registered sterling having full convertibility and Trans
ferable sterling in the hands of central banks being 
partially available for conversion through the mechanism 
of E.P.U. settlements and other holdings through the 
Transferable sterling markets. Thus though the sterling 
receipts or payments of non-sterling countries over a period 
will depend largely on their balance of payments with 
sterling area countries in the aggregate, the amount of 
sterling which people in those countries will retain on their 
accounts is a matter almost entirely at their discretion.

28. Three general conclusions follow from this. First, 
the net change in any period in the total of all overseas 
sterling holdings, the reserves, acceptances and the other 
financing items, reflect the United Kingdom’s overall 
balance on current account and long-term and any other 
capital transactions not covered by the Overseas Sterling 
Holdings series itself(^). But separate factors influence the 
individual items. Second, the net changes in sterling 
holdings of non-sterling countries, less acceptances re
imbursable by them, less reserves and other non-sterling

currencies, plus the United Kingdom debit in E.P.U., 
measure the corresponding balance of the whole sterling 
area, and not that of the United Kingdom alone. (The 
contributions of the United Kingdom and the rest of the 
sterling area are statistically distinguishable in Table 3 of 
the Balance of Payments White Papers: items 1-15 
showing the United Kingdom's contribution and items 21 
and 22, the inter-area transfers showing the rest of the 
sterling area's).

29. Thirdly, this analysis emphasises the extent to which 
movements in the gold and dollar reserves, though naturally 
of great importance, do not in themselves in any simple way 
reflect the United Kingdom's current or current and long
term capital balance of payments. They are but one 
indication o f the whole complex of the relations of the 
United Kingdom and the rest of the sterling area with the 
non-sterling world. A full understanding of them requires 
a study of the whole web of statistics shown in the six- 
monthly White Papers, but it is hoped that the publication 
of these quarterly figures of overseas sterling holdings and 
related items will contribute to a sounder appreciation of 
reserve movements in the shorter term.

$

. . y

(*) “ Long-term capital ” includes transactions undertaken in order to strengthen the exchange position, such as the borrowing 
from the United States Export/Import Bank last year. A drawing from the International Monetary Fund by the United Kingdom 
will tend to increase reserves but will also increase liabilities (i.e. the sterling holdings of the International Monetary Fund) and 
so will not affect the overall balance as here defined. A drawing from the International Monetary Fund by another country in the 
sterling area in so far as it strengthens the central reserves, directly or indirectly, to that extent tends to increase sterling holdings 
of the Rest of the Sterling Area. It therefore improves the overall balance vis-a-vis non-sterling countries. In all these cases a 
liability to repay gold or dollars is being built up.
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TABLE IV

1953 December

1954 March 
June 
September 
December

a a

1955 March 
June .. 
September 
December

1956 March 
June .. 
September 
December

1957 March 
June .. 
September 
December

1958 March

TABLE V

1953 December

1954 March
June
September
December

1955 March
June
September
December

1956 March
June
September
December

1957 March 
June
September
December

1958 March

•  •

Total
All

Countries

3,493

3,524
3,617
3.611
3,703

3,734
3,691
3.575
3.576

3,568
3,549
3,504
3,421

3,485
3,494

3,234

n

V

L=“ tO

Overseas Sterling Holdings and Acceptances Outstanding
End of period

£ million
Overseas Sterling Holdings Acceptances Outstanding

Total All Countries Non-territorial
Organisations

4,004 3,493 5II
4,036 3,524 512
4,132 3,617 5154,087 3,611 476 14,179 3,703 476
4,215 3,734 4814,170 3,691 479
4,045 3,575 4704,045 3,576 469
4,039 3,568 47!
4,021 3,549 4723,976 3,504 4724,090 3,421 669
4,150 3,485 665
4.154 3,494 6604,021 3,369 652
3,912 3,267 645
3,884 3,234 650

* •

Total

69

Non-Sterling 
Area

Countries

116
108
103
126

to
lerriK
Prote
Singa
inclui
belov
ding 
Char 
butc! 
in thi 
Ihe 1 
Irish

140 10 130

(ii) Dolla 
" Am 
South 
Canai

Overseas Sterling Holdings : Analysis of holdings by areas
End of period

£ million

(iii) Other 
Brazil

Rest of Sterling Area

Total

United
Kingdom
Colonies

(‘)

2,798

2,896
2.924 
2,880
2.924

Other 
Sterling 

Area 
Countries

(*)

Non-sterling countries

Total
Dollar
Area

1,093

2,913
2,936
2,857
2,879

1,144
1,183
1,213
1,221

2,904
2,900
2,891
2,856

1,258
1,293
1,283
1,280

1,705 695

1,752
1,741
1,667
1,703

2,917
2,925

1,302
1,301
1,305
1,281

2,789
2,699

2,628

1.309
1.309 
1,280

1,655
1,643
1,574
1,599

62

Other
Western
Hemi
sphere

1,602
1,599
1,586
1,575

40

O.E.E.C.
Countries

Of which 
E.P.U. 

reported 
accounts 

(*)

Other
Non-

Sterling
countries

223 45 370
209
223
239
244

340
382
391
430

886
882

888

1,608
1,616
1,509\
1,903 /  
1,817

568
569

1.740 606

199
205

42 28 272

20 406
23 1 363
26 308
24 1 303

26 286
17 278
89 248
35 244
14 264

1957. For that
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Definition of areas

The geographical divisions used in this article, with the 
exceptions mentioned below, correspond to those used in 
the Balance of Payments White Paper (Cmnd. 399) which 
for all periods are those current on 31st December 1957. 
The White Paper definitions, are :

(i) Rest of sterling area (R.S.A.) : (a) the Colonial 
territories of the United Kingdom (Colonies, 
Protectorates, Trust Territories, etc.), excluding 
Singapore, which for technical reasons has been 
included with the Federation of Malaya under (h) 
below ; (b) other Commonwealth countries (inclu
ding the Federation of Rhodesia and Nyasaland, 
Ghana, the Federation of Malaya, and Singapore, 
but excluding C anada); the British Protected States 
in the Persian Gulf (Bahrein, Kuwait, Qatar and 
the Trucial States) ; Burma, Iceland, Iraq, the 
Irish Republic, Jordan and Libya.

(ii) Dollar area : U.S.A. and dependencies ; other 
“ American Account '* countries of Central and 
South America, Liberia and the Philippines ; and 
Canada.

(iii) Other western hemisphere countries : Argentina, 
Brazil, Chile, Paraguay, Peru and Uruguay.

(iv) O.E.E.C. countries : the non-sterlingarea members
of the Organisation for European Economic 
Co-operation—Austria, Belgium, Denmark,
France, Greece, Italy, Luxembourg, the Nether
lands, Norway, Portugal, Sweden, Switzerland, 
Turkey and Western Germany, together with their 
associated monetary areas apart from Cambodia, 
Laos, Viet Nam and Indonesia. Transactions with 
the European Payments Union (E.P.U.) are shown 
under this heading. The sterling area members of 
the O.E.E.C. (Iceland and the Irish Republic) are 
included under rest of sterling area.

(v) Other non-sterling countries : most of the Middle 
and Far East ; Eastern Europe, including the 
U.S.S.R. and Eastern Germany ; and Spain.

(vi) Non-territorial organisations : the United Nations 
and its specialised agencies, notably the Inter
national Monetary Fund (I.M.F.) and the Inter
national Bank for Reconstruction and Develop
ment (I.B.R.D.) ; the Bank for International 
Settlements (except when acting as Agent for the 
European Payments Union) ; and other inter
national organisations.

For ease of comparison and certain technical reasons, 
Ghana and the Federation of Malaya (together with 
Singapore) have been included with the Colonial Terri
tories, (i) (a), rather than with other Commonwealth 
Territories, (i) (6), throughout the text and tables of this 
article.
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Quarterly figures of company profits

For some years the Inland Revenue has provided figures 
for the gross trading profits of companies for publication 
in the National Income White Papers and Blue Books. 
For all but the two latest years these figures are derived 
from fairly comprehensive figures of income tax assess
ments!*). Tentative estimates for the latest year have in 
the past been based mainly on traders' forecasts, while 
somewhat firmer estimates for the latest year but one have 
in addition been based on special reports of accounts from 
cases with profits over £2,000(^).

of the profits of the latest year, because most of the 
companies making quarterly returns formerly provided 
traders' forecasts.

In a speech in the House of Commons on 1st August, 
1956, the Chancellor of the Exchequer (Mr. Macmillan) 
proposed that in addition to the above information the 
Inland Revenue should make an inquiry into quarterly 
profits of companies. This inquiry has been in progress 
for over a year and on the basis of the returns received it 
is now possible for the first time to publish estimates of 
aggregate company profits for each quarter from the 
beginning of 1955. The figures are given in table A. The 
sample of companies asked to co-operate was limited to 
those whose profit had been above £100,000 in some 
recent year and included all companies with profit above 
£1 million. Many companies approached are now 
providing estimates of profits for the four quarters of their 
accounting year and a few are giving half-yearly profits. 
In a considerable number of cases they have returned 
figures for their whole group which include profits of 
many subsidiary companies not individually approached. 
Currently, about 800 separate concerns, accounting for 
some 40 per cent, of total profits, are making returns 
covering over 4,000 parent and subsidiary companies.

One further improvement resulting from the inquiry 
must be mentioned here. The returns by companies relate 
to profits estimated to be made during quarters of their 
accounting periods ending in quarters of the calendar year. 
Thus, a company whose accounting period ended on 
17th November would report profits made between 
18th November, 1956, and 17th February, 1957, for the 
first quarter of 1957, and those made between 18th Feb
ruary and 17th May, for the second quarter, and so on. 
In fact, the profits reported for the first quarter of 1957 by a 
company co-operating in the inquiry could have arisen in 
any three-month period between 2nd October, 1957, and 
3Ist March, 1957, although since the majority of company 
accounts end on the last day of the quarter, no serious 
error would arise from regarding the profits as accruing in 
the calendar quarter for which they are reported. In any 
case the total profits for the sum of the four quarters of 
the calendar year will be much closer to the actual calendar 
year profit than the figures hitherto published in the 
National Income Blue Books and White Papers, where 
the profits referring to, say, 1955, are in fact the profits 
arising in accounting periods ending in the financial year 
1955/56. The Blue Books for 1958 onwards will show 
annual profits for 1955 and subsequent years on this new 
calendar year basis.

At the first inquiry companies were asked to give profits 
for each quarter of 1955, together with the first three 
quarters of 1956, and subsequent inquiries are made 
within a month of the end of the quarter to which they 
relate. After some initial adjustments required for starting 
the series, the annual profit figure for 1955 was used to 
give a firmly established basis for the series, and the sample 
returns for 1955 were used to split the annual figure between 
the four calendar quarters. Again, for 1956, the change 
in the annual figures indicated by the quarterly profits 
returns was supplemented by the further information 
from the income tax reports of cases with profit over 
£2,000, which in this year showed an increase nearly 
twice as great as the annual figures derived from the 
quarterly profit returns alone. Since these latter returns 
are made only by very large companies, it was to be 
expected that a bias of this kind would arise. It will be 
allowed for by readjusting the total figures first after one 
year and again after two years, when the income tax 
information is almost complete. The quarterly figures do 
not of themselves provide a better estimate than previously

The following points should be taken into account in 
using this new series. Firstly, the split of the annual profit 
into quarters can never be more accurate than that 
provided by the sample of companies, and a considerable 
number of companies may themselves not be able to make 
much more than an informed guess at their quarterly 
profit. Secondly, although the coverage of industry as a 
whole is reasonably good, the degree of coverage varies 
very considerably for different industrial groups. The 
industries most poorly represented are those where the 
concept of quarterly profits has little meaning, as in ship
building and in building and contracting ; and where 
returns are made, the treatment of contracts completed 
and of work in progress may be very different in the 
quarterly and the annual figures. This great variation in 
coverage from industry to industry means that at the 
moment it is impracticable to provide quarterly figures on 
an industry basis, and that errors of estimation in poorly 
represented trade groups may be important even in the 
annual figures for the latest years. Lastly, there is the 
bias due to the reports being received only from the largest 
companies, which will always mean that the quarterly 
figures may not truly represent the experience of all 
companies combined.

(*) See “ National Income Statistics: Sources and Methods ” pp. ] 52 ff. 
(*) Ibid pp, 154 and 155.
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Apart from the introduction in recent years of entirely new 
series of economic statistics like those of company profits, 
capital expenditure, stocks, and quarterly estimates of the 
national income, much effort is devoted to keeping up-to- 
date and improving existing series. One aspect of this work 
is the rebasing of index numbers such as those relating to 
industrial production and wholesale prices, and the full 
Census of Production taken in 1954 has in each case 
provided the necessary bench mark. A new index of 
industrial production (1954 =  100) will be published 
shortly, and the Board of Trade, with the assistance of 
other Government departments has now completed the 
task of rebasing the index numbers of wholesale prices('). 
The first part of this article discusses recent price trends in 
the light of the new indices ; and some of their technical 
aspects are examined in the second part.

Prices of materials and prices of products

The trend o f  prices

The wholesale price index of basic materials (excluding 
fuel) used in non-food manufacturing industry(^) is in the 
main an indicator of the effect of world conditions on the 
prices United Kingdom manufacturers have to pay for 
their raw materials. In 1954 the index was rising from the 
low point reached in the winter of 1953-54, largely in 
response to the growth of industrial output in Europe and 
the recovery of the United States from the recession of 
1953-54. This increase continued into the first half of
1955, but prices had levelled out by the end of the year 
and a fair degree of stability prevailed until the summer of
1956, when the Suez incidents resulted in a rise in world 
commodity prices which brought the basic materials index 
to a high point 13 per cent, above the 1954 average in 
December 1956. The weakness of commodity prices since 
the early summer of 1957 which has accompanied the 
increase in supplies of many of them and the falling off in 
the rate of growth of industrial production in North America 
and Western Europe is reflected in the basic materials index 
which fell steadily month by month until May 1958 when 
it was 15 per cent, below the peak reached in the winter 
of 1956-57.

Between 1954 and the autumn of 1957 output prices of 
manufacturing industry moved steadily upwards, although 
the rate of increase varied considerably from time to time. 
Between the end of 1953 and the end of 1954 the index for 
all manufactured products rose under 1 i  per cent., but in the 
following twelve months prices rose exceptionally sharply ; 
the increase of 5 per cent, in the price index was a reflection 
of the inflationary pressures which developed in 1955 and 
led to the introduction of an autumn budget and various 
Government measures to restrict demand to the level the

economy could support. But price increases continued into 
1956 ; there were signs of a slowing down in the increase 
in the early summer, but by the end of the year and in the 
first nine months of 1957 prices were rising about 1 percent, 
each quarter on average. The rise in prices came to an end 
in the winter of 1957 ; between November and December 
the index of all manufactured products showed no move
ment, and in the first six months of 1958 product prices fell, 
for the first time for over four years, by nearly ^ per cent.

Materials prices and output prices

During the past year, the difference in trend between 
basic material prices on the one hand and output prices 
on the other presents at first sight something of a paradox. 
The import price index of basic materials and the wholesale 
price index of basic materials (excluding fuel) used in 
non-food manufacturing industry are both well over 
one-tenth lower than they were in the spring of 1957 when 
prices were at a peak after the Suez crisis. But in July 1958 
the wholesale price index for all non-food manufactured 
products was 1  ̂ per cent, above the level of a year earlier 
(despite a fall of nearly i  per cent, in the early months of 
1958), and the retail price index for non-food manufactured 
goods was nearly 2 per cent, higher.

The relation between changes in material prices and 
prices of products made from them is a very intricate one 
and in tracing this relation price index numbers have to be 
used with caution. Over manufacturing industry as a 
whole home costs are on average four or five times more 
important than the cost of imported materials. The fall 
since last year in the basic materials price index (which 
relates largely to imported materials) might therefore be 
expected, if other costs had not changed, to result in a fall 
of perhaps 2^-3 per cent, in the index of wholesale prices 
of all manufactured products, and a smaller reduction in 
retail prices. But wage rates were some 4 per cent, higher 
in the first half of 1958 compared with a year ago while fuel 
prices were about 5 per cent, higher, and these increases 
must have offset much of the fall in materia! costs. On 
balance, labour and material costs combined this year may 
have been about the same as or slightly lower than in 1957. 
Other manufacturers’ costs—interest charges, costs of 
capital goods, rent, postal and telephone charges etc.— 
must on average have increased over this period.

Secondly, it is impossible to say how far the difference in 
movement between material and product price indices is a 
question of timing. There is, for instance, some evidence 
that the sharp rise in commodity prices which followed 
Suez was not fully passed on, perhaps because the rise was 
accepted as a temporary one. To this extent the whole

(̂ ) The first wholesale price index numbers on the new base year 1954 were introduced in the Board o f Trade Journal for 
21st March, 1958 and additional indices have been added in subsequent monthly articles in the Journal.

(*) The new (1954 =  100) index for basic materials (excluding fuel) used in non-food manufacturing industry was introduced In an 
article in the Board o f Trade Journal for 16th May, 1958. The article described the differences in composition and weighting 
compared with the index previously published (June 30th, 1949 =  100).
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of the post-Suez fall in prices will not have been reflected 
in a fall in costs, and this illustrates the artificiality of taking 
any particular period as a datum line for comparing material 
and output price movements. Moreover the time which 
elapses between the purchase of basic materials and the sale 
of goods made from them varies with the level of stocks ; 
and it must be remembered that price indices do not 
measure changes in cost—they do not take account of the 
volume of business transacted at any given price level.

Then, too, the impact of changes in basic material prices 
varies from industry to industry. The wholesale price 
index for materials used in the textile industries, which are 
largely unprocessed imported materials, has shared fully 
in the fall in basic material prices over the past year and, 
to a lesser extent, the price of textile industries’ output has 
fallen ; the wholesale price index of output for the home 
market of the textile industries was 4 per cent, lower in 
July 1958 than it was in May 1957. But while the engin
eering industries, and particularly electrical machinery 
manufacturers, have benefited from the steep fall in 
non-ferrous metal prices, these reductions have been offset 
for all practical purposes by the rises since the end of 1956 
in prices of iron and steel which account for over half of 
the weight of the mechanical engineering materials index.

Limitations o f the index numbers

These factors—the preponderance in manufacturing 
industry of home costs over costs of imported materials, 
the necessity for selecting arbitrarily a datum line with 
which comparisons are to be made, the fallacy of treating 
price indices as indicators of movement of costs, the 
varying importance of imported materials to different 
industries—underline the difficulties of relating movements 
of index numbers of material prices to movements of index 
numbers of product prices. Nor do official indices always 
fully reflect price movements. The basic materials indices, 
relating largely to goods traded on commodity markets, 
must reflect fairly accurately the prices paid by manu
facturers who use these materials. But the prices from 
which the output indices are constructed are provided by 
manufacturers and relate to sales in the normal course 
of business. When competition is acute, negotiated prices 
may become much more common, or special discounts or 
other terms may apply (in the retail field, for example, 
“ trade-in" allowances on second-hand cars may be 
increased); and if manufacturers regard these as measures 
to meet temporary difficulties, they may not take them into 
account in the prices they notify to the Board of Trade. 
Again, if the price information on which the index is based 
comes from a trade association it may sometimes reflect 
cost changes ; but If demand for the trade's products drops 
sharply, manufacturers may not charge the same prices as 
those reported to the Board of Trade by the association(^).

Over the long run, too, indices of wholesale prices are 
inadequate as measures of the rise in prices which has in 
fact been experienced. First, there is no unique measure 
of the change in prices. The pattern of spending changes 
with changing price levels ; there is a tendency to buy more 
of goods which become relatively cheaper. If this tendency 
operated between 1954 and 1958 and an index with 1958 
weights could be constructed, these goods with a less than 
average increase in price would have a larger weight than 
they have in the present index ; so the 1958-weighted index 
would show a smaller rise between 1954 and 1958 than the 
1954-based series does. Secondly the index numbers cannot 
allow sufficiently for the changes in quality which take 
place over the years, particularly so far as capital goods are 
concerned. When a product which features in the index 
ceases to be manufactured it is replaced by what seems to be 
a reasonable substitute—for instance, by the product which 
supersedes it in the manufacturer’s catalogue. Often it is 
necessary to assume that the change in the product exactly 
offsets any change in price ; and even when it is possible 
to allow in the price for differences in, for instance, the 
manufacturer’s costs between the two products, the later 
one may incorporate improvements in design which 
increase its value to the buyer but which are extremely 
difficult to measure in terms of price. And, of course, a 
price index does not adequately reflect the innovations 
which industry is constantly introducing nor the inventions 
which are translated into the production line.

The “ stickiness ” o f  prices o f  manufactured goods

But, so far as it is possible to make allowance for these 
factors in comparing the movements of price indices of 
materials and of products since the spring of 1957, it seems 
likely that the full effect of the fall in import prices has not 
worked through to the prices of non-food manufactures. 
This tendency for manufactured goods prices to remain 
unchanged when they might be expected to move operates 
in both directions ; particularly, manufacturers do not 
readily alter their prices to meet changes in demand. When 
faced with a sellers’ market they tend rather to ration their 
output than to put up their prices to the level at which 
all demands can be m e t; there are many examples—long 
order books, waiting lists for motor cars, goods unavailable 
(or available only infrequently) in the shops, and so on. 
Equally when costs, and with them demand, are falling, 
competition in manufactured goods often takes forms other 
than price competition.

This “ stickiness ” of prices of manufactured goods is 
associated with the concept of administered prices. As 
selling organisations increase in size they must take into 
account not only the effect on their own sales of their price 
changes ; they must also consider the reaction of their 
competitors. In other words, price changes tend to become

(®) A commentator makes a similar point about United States price Indices : “ However, competitive markets have brought 
a greater degree of price adjustment than the indices are able to measure . . . .  For instance, the base price of steel in June had 
remained unchanged for nearly a year, yet the net cost to the buyer was in many cases substantially reduced through the elimination 
of premium prices, omission of extra charges, or absorption of freight.” First National City Bank, Monthly Letter, New York, 
July, 1958.
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matters of policy. Branded lines are developed which are 
advertised, sometimes on a nation-wide scale, and this in 
itself makes it administratively difficult frequently to change 
list prices. Instead competition may take place by way of 
changes in the quality of the product and the services 
which are sold with it, or through gift schemes and 
advertisement campaigns or in other ways which are not 
reflected, or not adequately reflected, in price index 
numbers.

The new wholesale price index numbers

The new series (1954 =  100) of wholesale price index 
numbers provide a better measure of current price changes 
than the series (30th June, 1949 =  1(X)) they replace. 
The series hitherto published was calculated from the 
prices of some 5,OCX) items but co-operation from industry 
has made it possible to increase considerably the number 
of quotations and the new index numbers are based on 
about 7,000 items. Secondly, in the new series the base 
both for weighting and for price reference is the year 1954, 
while in the old series the weighting base, the year 1948, 
was not the same as the price reference base, 30th June, 1949. 
Thus not only do the new series relate to  a more up-to-date 
pattern of industry ; they also have a better coverage of 
commodities/and the advantage o f having, as a common 
weighting and price reference base, a year when prices 
were showing a marked degree of stability.

of the post-war years from the point of view o f prices. 
The difference between the highest and lowest monthly 
levels of the index of basic materials used in non-food 
manufacturing industry was only 4 per cent., and output 
prices of manufacturing industry rose less than 2 per cent, 
during the year.

Index numbers for individual commodities are averaged 
into index numbers measuring price changes of purchases 
and sales of broad sectors of industry by using as weights 
the values of purchases (or sales) outside the sector itself ; 
for instance the sector index for sales on the home market 
of the textile industries does not reflect the price movements 
of intermediate goods such as, say, textile yarns bought and 
sold between firms within the textile sector. The index of 
basic materials (excluding fuel) used in non-food manu
facturing industry covers for the most part primary imported 
materials, although it includes various indigenous materials 
the most important of which are iron ore, limestone, china 
clay, steel scrap, hides and skins and hardwood. In a 
similar way, the index of all manufactured products other 
than fuel, food and tobacco measures changes in the price 
of goods sold to other sectors of the economy—agriculture, 
the food manufacturing industries, transport, etc.—and 
goods for final consumption, including all capital goods, 
and for export.
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Choice o f  base date

In constructing price indices, it is necessary to select a 
date with which current prices are to be compared and to 
decide what information is to be used to average price 
movements of individual commodities. In the first post
war series of wholesale price indices, the choice of a single 
day 30th June, 1949 as a price base date was unusual : 
in most wholesale price indices the base is a much longer 
period extending over a year or a period of years. The 
choice was dictated by the need to avoid a base date which 
straddled the devaluation of sterling in September 1949 
and by the fact that many of the price series were not 
collected before the middle of 1949. The weighting base, 
the year 1948, was chosen because information about 
purchases and sales of commodities by manufacturing 
industry in that year was available from the first Census 
of Production taken under the Statistics of Trade Act.

Changes have taken place in the pattern of transactions 
since 1948 with the ending of the restrictions of the 
immediate post-war period ; thus the weighting base and 
the price reference base of the first post-war series are no 
Ipnger suitable, while there are advantages if the price 
and weighting bases coincide. The 1954 Census of 
Production again provided information about the value of 
industry’s purchases and sales which was used for 
weighting purposes, and 1954 was one of the most stable

The “ all manufactured products ” index

The index of all manufactured products excluding fuel, 
food and tobacco measures the change in the price o f output 
of the industrial sector(^) for which the basic materials index 
measures changes in prices of materials. Apart from the 
change from 1948 to 1954 weights, the most important 
difference between the old (30th June, 1949 =  100) and 
the new (1954 =  100) series lies in the treatment of exports. 
In the old series, changes in prices of commodities were 
generally averaged by using the total value of sales (i.e., 
including exports) outside the sector as weights. As the 
prices used are almost entirely those quoted for the home 
market, the assumption implicit in this method is that home 
and export prices move together. This may not always 
be so. But any attempt to collect representative information 
about export price movements would be a very considerable 
task which would have delayed indefinitely publication 
of the rebased series. As a  compromise until the problem 
can be explored further, commodity indices in the new 
series will be recognised as relating only to home market 
sales ; but where it is possible to do so, sector index 
numbers—including the all manufactured products index— 
will be combined with export unit value indices calculated 
from the Trade and Navigation Accounts to give a price 
index of total output (including exports). But the infor
mation about export price movements is less reliable than 
information about home market sales, and the sector indices 
of total sales, including exports, are less reliable than those 
relating to home market sales.

i1

(*) Orders IIl-XVI of the Standard Industrial Classification excluding Order XIII (food, drink and tobacco) and Minimum List 
Headings 30 (coke ovens) and 36 (mineral oil refining).
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A second, and less important, difference between the new 
and the old series for all manufactured products lies in the 
way the index is built up from indices covering Orders 
of the Standard Industrial Classification (S.I.C.). The new 
index conforms with the S.I.C. ; for example, output of 
the hosiery industry which in the old index was included 
with the clothing trade (Order XH of the S.I.C) in the 
rebased series will be included with the textile trades 
(Order X).

in the volume and price of its o u tp u t; the increase in the 
weights for chemicals and vehicles for instance is mainly 
due to the exceptional growth in their output since 1948. 
The output of the textiles and clothing industries on the 
other hand has increased less than average and their 
importance in the index has declined. The changes in 
classification already referred to—the transfer of hosiery
from Order XII to Order X for instance—also account for 
some of the* differences.

The following table shows the weights given to the output 
of each Order of the S.I.C. in calculating the index for all 
non-food manufactured products, both in the old and in 
the new series. The differences between the two sets of 
weights are in part due to the exclusion of exports from the 
1954 series, and the table also shows the relative importance 
in 1954 of total sales (i.e., including exports) of each Order.

Relative 
importance 

in total 
sales

(including 
exports) in 

1954

The difference between the 1954 home sales weight and an
Order's relative importance in total sales is a reflection of
the variations from Order to Order in exports as a
proportion of final output. It is estimated that 29 per cent.
of the non-food manufacturing sector’s sales in 1954 were
exported. For textiles and vehicles the proportions were
much higher—51 per cent, and 38 per cent.—and their
weight in a home sales index is lower than it would be in
a total sales index. But clothing exports are only a small
proportion of sales and Order XII has a greater weight
in a home sales index than it would in an index covering 
total sales.

The new index numbers

Per cent.

Ill Manufactured
non-metalliferous 
mining products

IV Chemical and allied 
products ..

V Metal manufactures

VI Engineering, ship
building and elec
trical goods

VII Vehicles

VIII Metal goods not 
elsewhere specified

IX Precision instruments, 
jewellery, etc. ..

X Textiles

XI Leather, leather 
goods and fur ..

XII Clothing

XIV Manufactures of 
wood and cork ..

XV Paper and printing.

XVI Other manufactures

28-7

9-7

4-7

104

0-7

11-9

5-2

The tables on page xii show the index numbers, on the 
new base 1954 =  100, of materials purchased by and 
output of broad sectors of industry.

9-4 9-5

4-7

28-0 28-2

12-0 13-7

3'8 4-2

2-7

There are differences between the movement of the 
indices based on 30th June, 1949 =  100 and the new series. 
To some extent these differences are due to the additional 
items covered by the new indices which were not 
represented in the old. In the electrical machinery materials 
index, for instance., the inclusion of new items has reduced 
the weight given to non-ferrous metals. Prices of non- 
ferrous metals were high in 1955 and 1956 and the new 
index reflects this high level of non-ferrous metal prices 
less than the old series did. But the sharp fall in non- 
ferrous metal prices since the beginning of 1957 has had
less effect on the new series than it had on the indices based 
on 30th June, 1949 =  100.

7-0 10-0

0-6 0-6

1 1 0 8-2

5-3

3-8

100

The second factor which affects the index numbers is the 
changes in the weights used to average prices for different 
commodities. The new series for products of the food 
manufacturing industries shows an increase of 7 per cent, 
between 1954 and 1957, compared with a 12 per cent, 
increase shown by the series based on 30th June, 1949 =  
100. The difference is largely explained by the omission 
from the new index of liquid milk and by the much lower 
weight now given to prices of bread and flour confectionery 
which rose sharply in price between 1954 and 1957.

100 100

The difference between the weight given to an Order in 
the 30th June, 1949 =  100 index and its relative importance 
in total sales in 1954 is partly a reflection of relative changes

The sharp increase in output prices in the summer of 
last year is more marked in the new index for all non-food 
manufactured products than it was in the old. Between 
May and November 1957 the new index rose 2 -5 per cent, 
to 113-4(1954 =  100) compared w ithariseo fI-9per cent.
in the old series. This is a fairly large difference in move
ment over such a short period in an index whose very wide
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coverage of manufactured commodities makes for a fair 
degree of stability. The explanation of the difference lies 
largely in the omission of the value of exports from the 1954 
weights. Textiles, the export proportion of which is 
greater than for manufactured products as a whole, have 
a smaller weight in the new index than the old, and textile 
prices did not keep up with the general increase in prices 
last year. Output of the paper and printing trades on the 
other hand is predominantly sold on the home market and 
its weight is greater in the new index. The sharp rise in 
prices in 1957 (accounted for partly by higher newspaper 
prices) had a greater effect on the 1954 based series than it 
had on the 30th June, 1949 =  100 series. Both factors

caused the new index to move up more sharply than the old 
last year.

These examples again illustrate the need for care in 
interpreting the wholesale price indices. An index number 
will, in general, answer fairly only the question it was 
designed to answer. The new indices of wholesale prices 
measure changes in the prices of goods which were being 
bought and sold in 1954. They do aot give a satisfactory 
answer to the more interesting question—what is the average 
change in price of the current pattern of transactions ; 
but they come much nearer to giving it than the series they 
supersede.
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Index numbers of wholesale prices

Materials purchased by broad sectors of Industry—1954 =  100

Annual averages

Basic materials (excluding fuel) used in non-food manufacturing 
industry .. •  •

Fuel used in manufacturing industry « • • •

Materials and fuel used in mechanical engineering industries

Materials and fuel used in the electrical machinery industry

Materials and fuel used in the textile industries

Building and civil engineering materials

House building materials .. •  •

(̂ ) Provisional.

1955 1956 1957

105-9 108-4 106-5
107-3 118-4 127-1
110-2 116-5 121-9
110-2 114-3 114-9
96-0 98-0 103 I

104-7 109-5 113-7
105-2 109-4 112-3

Output of broad sectors of industry—1954 =  100

Standard 
Industrial 

Classification 
Minimum 

List Heading

Orders III-XVI 
(excluding XIII 
and M.L.H’s. 
30 and 36)

AH manufactured products other than fuel, 
food and tobacco : i 

Total sales .. ,. .. . 1 
Home market sales ,. .. , ’ I

31-35 and 39 Chemical and allied industries :
Total sales ...................................
Home market s a l e s ........................

40, 41, 43 and 44 Iron and steel industries : I
Total sales ..................................
Home market s a l e s ........................

40 and 41 Blast furnaces and iron and steel melting 
and rolling :

Home market sales ., .. I
Order X .. Textile industries other than clothing : I

Total sales ..................................
Home market s a l e s .......................

Annual averages

1955 1956

102- 7
103- 1

106- 9
107- 5

110- B
111- 5

99-8
99-4

102-8 
103 4

106-2
106-8

103- 8
104- 7

111- 7
112- 8

123-6
125-2

104-3 112-7 125-9

98-3
97-7

98 0 
97-5

101-0
100-9

Order XII • •

150-162 ..

180, I8I, 182 and 
183

Part of 200, 201 
and 202

Clothing and footwear : 
Home market sales 100-1 101-7 104-4

Products of food manufacturing industries 
Home market sales .. 102-1 105-8 107-1

Paper industries :
Home market sales • • 104-7 108-7

Building and civil engineering other than 
repairs : cost index • • •  • 106 110

(*) Provisional.

109-8

114

1958

Januar>' July(>)

97-0 93-3

130-2 130-6

123-8 123-3
114-6 114-1

93-7 88-4

114-9 113-8
112-9 111-7

1958

112-8
113-5

July(»)

112-6
113-0

105- 8
106- 8

128-9
130-9

131-8

104- 1
105- 0

127-6
129-6

100-4
99-7

130-0

105-9

99-4
97-5

102-6

105-4

110-0

105-1

109-3

115
(Jan.-
Mar.)

115
(Apr.-
June)

Source : Board of Trade
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Standard Industrial Classification

The Standard Industrial Classification was first issued 
in 1948. Its object was to secure uniformity and com
parability in the Statistics published by Government 
Departments in the United Kingdom, such as the reports 
of the Censuses of Production and Distribution, the 
Census of Population 1951. and the labour statistics of 
the Ministry of Labour and National Service. Experience 
of actual use of the Classification during the last ten years, 
together with the inevitable changes in the structure of 
industry, have made it necessary to re-examine the 
Classification and to publish an amended edition(‘).

2. The amended Classification will be brought into use 
as soon as possible. It has already been adopted in the 
revised index of industrial production published this 
month and it will be adopted in the Census of Production 
for 1958 (to be taken in 1959) and the Census of Population 
in 1961. For most other statistics the amended Classifica
tion will be brought into use during 1959 : it is expected 
that it will be adopted in the index of wholesale prices and 
in the industrial accident statistics early in the year, in 
statistics of employees, employment, unemployment and 
wage rates about the middle of the year and in the earnings 
and hours enquiry of the Ministry of Labour and National 
Service to be taken in October 1959. The Blue Book on 
National Income and Expenditure for 1959 will also 
follow the amended Classification.

3. The basis of the Classification remains unchanged. 
As before, the aim is to conform with the organisation and 
structure of industry and trade as it exists within the 
United Kingdom. The unit classified is the establishment, 
which is normally the whole of the premises, such as a 
farm, mine, factory, shop or office at a particular address. 
The criterion of classification is industrial activity and it 
is not affected by the fact that the establishment to be 
classified may be owned or controlled by the Central 
Government or local authorities or by private enterprise. 
The Classification is not based on occupations ; the 
considerable differences between an industrial and an 
occupational classification are illustrated by the fact that 
certain occupations such as “ clerk ” and “ labourer ” 
are to be found in the majority of industries.

4. Although the number of amendments incorporated 
in the new edition is large, the effect on the continuity of 
statistical series is minimised by a number of factors. 
Some of the amendments merely clarify or make explicit 
the treatment of certain minor industrial activities while 
others modify prescribed classifications which have been 
found in practice to be unworkable. Where radical changes 
have been introduced every attempt has been made to 
introduce them in a way which will facilitate the re
classification of earlier statistics on the new basis.

5. A re-examination of the structure of industry has 
led to a number of changes ; the following are typical 
examples :—

Metal manufacture, ft has been recognized that the 
manufacture of pig iron at blast furnaces is not always 
a readily distinguishable activity. Most blast furnaces

(*) To be published by H.M.S.O. in November, 1958.

are integrated either with steel works or with iron 
foundries and in consequence the separate Classi
fication of blast furnaces has been abolished.

Mechanical and electrical engineering. The structure 
of this industry group is very complex and experience 
gained in attempting to collect statistics for clear cut 
sub-divisions of it during the past few years has shown 
the need for a complete recasting of the Headings 
within it. Among the changes made in the mechanical 
engineering section are the separation of the metal
working machine tools and the engineers' small tools 
industries, while contractors' plant and quarrying 
machinery, mechanical handling equipment and office 
machinery have been taken out of the miscellaneous 
Heading, “ Other non-electrical engineering ” and 
made into separate Headings. In the electrical 
engineering and electrical goods section, domestic 
electric appliances have been given a separate Heading.

Textiles. The production of man-made fibres 
continues to expand while specialisation in the spinning 
and weaving of cotton, flax and man-made fibres has 
declined. The revised Classification accepts this 
development and no longer provides separate Head
ings for cotton, linen and man-made fibres and silk 
respectively. Instead, two new Headings have been 
provided, (I) Spinning and doubling of cotton, flax 
and man-made fibres, and (2) Weaving of cotton, 
linen and man-made fibres.

6. Experience has shown the need for a number of new 
Headings in the Classification. One has been raised in the 
Professional and Scientific Services to cover all those 
research and development services which are not appro
priate to any single Heading elsewhere in the Classification. 
Provision has also been made in Miscellaneous Services 
for the head offices of concerns which, while operating in 
the United Kingdom are responsible for such a mixture of 
industrial activities that they cannot be appropriately 
classified to any single Heading elsewhere in the 
Classification.

7. In the first edition of the Standard Industrial 
Classification the word “ manufacturing " was understood 
to include “ repair ” . A reconsideration of the classifica
tion of repair work took into account the fact that 
manufacturing and repairing were not necessarily carried 
on in close industrial association with each other. In the 
new edition repair work such as that done on ships, 
locomotives, aircraft and most kinds of plant and machinery 
which is closely associated with manufacturing activities 
continues to be classified to manufacturing. The repair 
of radio and television sets, watches and clocks and 
furniture which is largely carried out in establishments 
whose main business is distribution, is classified to the 
Distributive Trades. Establishments engaged in the repair 
and maintenance of buildings are, as before, classified to the 
building industries. Motor repairing and the repair 
of boots and shoes are now regarded as service trades and 
are classified to Miscellaneous Services.
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8. It is not possible to draw any clear line of demarcation 
between motor repairs, garages and filling stations, and 
they are accordingly grouped together. In the first edition 
of the Classification the combined group was regarded 
as part of manufacturing industry because of its association 
with repair work, and accordingly classified in Order VII 

V e h i c l e s T h e  new Heading in " Miscellaneous 
Services " for motor repairs mentioned above includes 
these three sections of the trade, and in addition the 
wholesale and retail distribution of motor vehicles which 
had previously been classified under Distribution. All these 
activities are so integrated that a separate classification 
is impracticable.

9. Changes have been introduced in the classification 
of a number of establishments undertaking a mixture of 
manufacturing and non-manufacturing activities. In 
general, establishments are classified in the fields of manu
facturing, distribution, other services, etc., according to 
their major activity, but in certain trades, where a 
manufacturing process is commonly carried out by 
wholesalers or retailers, these mixed establishments are 
now to be classified in the appropriate distributive 
industry. Thus milk bottling and processing by wholesale 
or retail distributors, bakehouses attached to retail 
establishments, the bottling of drinks by wholesalers, and 
the manufacture of ice cream by retailers have been 
transferred from “ Food, Drink and Tobacco ", while 
retail bespoke tailoring and dressmaking and work rooms 
attached to retail clothing establishments are transferred 
from " Clothing and Footwear ". These changes, together 
with changed treatment of some types of repair work, 
have narrowed the coverage of the manufacturing industries 
section of the Classification.

10. In an attempt to obtain a better industrial alignment, 
a number of changes have been made in the classifica
tion of items in Order XVI, “ Other Manufacturing 
Industries Among these are the following :—

(i) the transfer of the manufacture of photographic 
paper and films to the scientific, surgical and 
photographic instruments trade in Order VI, 
“ Engineering and Electrical Goods " ;

(ii) the transfer of the production and printing of 
cinematograph films to “ Cinemas, Theatres, 
Radio, etc." in Order XVIII, "Miscellaneous 
Services " ;

(iii) the transfer of the manufacture of transparent 
cellulose film (for wrapping) from Order XV, 
“ Paper, Printing and Publishing ".

11. Changes in the services section of the Classification 
apart from those already mentioned are chiefly to be found 
in Order XXII, “ Professional and Scientific Services” . 
In this Order, which was previously entitled “ Professional 
Services ", an attempt has been made to exclude the purely 
trade and business services which have been transferred to 
Order XXIII, “ Miscellaneous Services". As the Order 
includes practically the whole of the Health Services of the 
country, the Medical and Dental heading has been 
completely redrafted to take into account the structure of 
the industry as it has evolved under the operation of the 
National Health Scheme.

12. The total number of Orders remains at twenty-four 
and the number of Minimum List Headings has been 
reduced from 163 to 152. Optional sub-divisions have been 
reduced from 301 to 208. As there has been some 
re-arrangement of the Orders, a list of the old Orders and 
the new Orders is given below :—

Old Orders
Agriculture, Forestry, Fishing 
Mining and Quarrying
Treatment of Non-metalliferous Mining Products 

other than Coal
Chemicals and Allied Trades
Metal Manufacture
Engineering, Shipbuilding and Electrical Goods 
Vehicles
Metal Goods not elsewhere specified 
Precision Instruments, Jewellery, etc.
Textiles
Leather, Leather Goods and Fur 
Clothing
Food, Drink and Tobacco 
Manufactures of Wood and Cork 
Paper and Printing 
Other Manufacturing Industries 
Building and Contracting 
Gas, Electricity and Water 
Transport and Communication 
Distributive Trades 
Insurance, Banking and Finance 
Public Administration and Defence 
Professional Services 
Miscellaneous Services

New Orders
Agriculture, Forestry, Fishing 
Mining and Quarrying 
Food, Drink and Tobacco 
Chemicals and Allied Industries 
Metal Manufacture 
Engineering and Electrical Goods 
Shipbuilding and Marine Engineering 
Vehicles
Metal Goods not elsewhere specified 
Textiles
Leather, Leather Goods and Fur 
Clothing and Footwear 
Bricks, Pottery, Glass, Cement, etc. 
Timber, Furniture, etc.
Paper, Printing and Publishing 
Other Manufacturing Industries 
Construction
Gas, Electricity and Water
Transport and Communication
Distributive Trades
Insurance, Banking and Finance
Professional and Scientific Services
Miscellaneous Services
Public Administration and Defence
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The input-output tables in the National Income Blue Book for 1958 (̂ )

One of the new features in this year's National Income 
Blue Book is the summary input-output table for the year 
1954. The table is similar to the one for 1950 first pub
lished in the Blue Book for 1953. The object of this article 
is to describe the input-output table and to indicate some 
of its uses.

The value of each industry's output is measured at 
market prices and free from duplication, i.e. it excludes 
that part of the output of each establishment which is sold 
to other establishments within the same industry.

The summary input-output table published in the Blue 
Book, and reproduced as Table A at the end of this article, 
provides a neat and convenient description of the economy. 
It illustrates how the national income is built up and how 
it is related to national expenditure and output. It also 
displays the intermediate transactions which are not ap
parent from the more conventional national income tables.

In Table A, the United Kingdom economy is divided 
into eleven broad industry groups and estimates are given 
for each industry of

(fl) Its purchases (for use in current production) of the 
goods and services produced by each of the other 
industries, of the services of factors o f production 
and of imports ; and

(6) Of the sales of its products (i) as intermediate output 
to each of the other industries, and (ii) as final output 
to final buyers (i.e. to persons, public authorities, 
capital formation and for export).

The purchases of each industry are recorded in one of the 
the columns in the table, the sales of each industry in one 
of the rows. Purchases by personal consumers and by 
public authorities and sales to gross domestic capital for
mation and for export occupy columns 13 to 17, while sales 
of imports, services of employees and the services of other 
factors of production occupy rows 12, 15 and 16, res
pectively. The figures in the table relate only to purchases 
and sales of goods and services and exclude all transactions 
in financial assets and all transfer payments(^).

The value of the output of the transport and distributive 
trades (part of column 10) is measured by the gross margin 
on the goods and services sold. It thus equals the incomes 
generated plus the cost of goods and services used in selling 
goods and services produced by other industries ; it does 
not include the factory value of the goods distributed. In 
effect, manufacturers and overseas suppliers are regarded 
as selling their outputs to the industries or final buyers who 
buy from the. distributor ; the latter is treated as an agent 
who sells only his own services.

The value of the output of other industries is taken as 
equal to the incomes generated, and the purchases o f goods 
and services by non-profit-making institutions and by 
public authorities are recorded in columns 13 and 14 as 
direct purchases from the appropriate industries by the 
final buyers.

Taxes on expenditure and subsidies are in general treated 
as being paid or received by the manufacturer selling the 
taxed or subsidized goods, i.e. as positive or negative inputs 
respectively. Thus, the duty on tobacco is included as a 
positive item, and subsidies on food as a negative item, in 
row 17, column 6. For consistency with the treatment of 
transport and distributive services, however, customs duties 
and purchase taxes paid by wholesalers on imported goods, 
which enter directly into final output without further pro
cessing in the United Kingdom, are treated as if they were 
paid directly by the final buyer. They, therefore, appear 
only in columns 13 to 15 of row 17. Rates and some 
miscellaneous taxes such as dog licences and motor vehicles 
duties are also included in these columns.

The gross domestic product can be derived from the 
figures in the table in either of the following ways :

£ million

less

Income from employment (the total in 
colunui 20 of row 15)

Gross profits and other trading income 
(the total in column 20 of row 16) .. 

Stock appreciation (the total in column 
19)* ̂  / • *  • •  • •  * •

10,263

5,512

-7 5

Sales by final buyers (row 13) includes {a) sales by industry 
of second-hand vehicles, ships and plant and machinery 
for scrap or to personal consumers or for export, (6) pay
ments by persons to the Central Government for goods 
and services provided under the National Health Service, 
(c) fees paid by persons to local authorities for various 
services (e.g. baths, parks, libraries, etc.), and {d) offshore 
sales to the United States Government (included under 
exports) by the Central Government.

equals Gross domestic product 15,700

less

less

Total final expenditure or output (the 
total in column 18)

Imports of goods and services (the total 
in column 20 of row 12)

Net taxes on expenditure (the total in 
column 20 of row 17)

21,361

-3 ,598

-2,063

equals Gross domestic product •  • 15,700

All sales and purchases are measured in terms of seller’s 
value (the amount received by the seller) as distinct from 
purchaser’s value (the amount paid by the purchaser). 
Transport and distribution charges, equal to the excess of 
the purchaser's value over the seller's value, are considered 
as sales by Other production and trade to the purchaser. 
Thus, for example, sales by Other production and trade to 
persons comprises: (a) personal consumers’ expenditure on 
travel, communication services, entertainments and all 
other services, and (b) the value of the services rendered by 
transport and communication and the distributive trades in

m Tables B and F, the tables at the end of this article arc reproduced from the National Income Blue Book for 1958.
X ui manufacturing industry is divided into five broad groups. The Board of Trade is now engaged in supplementing
table A by preparing a very much more detailed analysis of the intermediate transactions within manufacturing industry. The 
results of this analysis will be published when it is completed.
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handling goods purchased by persons from industry and in 
handling imports bought by persons.

The value of the change in stocks and work in progress 
(column 16) and stock appreciation (column 19) together 
represent the change in the value of stocks of goods 
produced by the various industries or imported. They, 
therefore, differ from the figures in Table 66 of the National 
Income Blue Book which represent the change in the value 
of all kinds of stocks held by the various industries.

The input-output table was compiled by the Central 
Statistical Office with the co-operation of other Depart

ments. The main single source of information used in 
compiling the table was the Census of Production for 1954, 
but considerable use was also made of other published and 
unpublished material. These include the Trade and Navi- 
gallon Accounts, the detailed estimates of agricultural 
output and input prepared by the Ministry of Agriculture 
in connection with their estimates of farmers’ income, 
the Estimates, the Appropriation Accounts and the accounts 
of the National Health Service. Considerable use was also 
made of the detailed estimates of income and expenditure 
given in the National Income Blue Book itself.

Table A shows, inter alia, how much of the output of 
the different industries is sold (a) as intermediate output to 
other industries and (6), as final output to persons, public 
authorities, capital formation and for export. Table B 
brings these estimates together and illustrates the de
pendence of each industry and imports on each of these 
various forms of final expenditure in 1954.

The table shows, for example, that in 1954 gross fixed 
investment accounted for a quarter of the output of the 
metals, engineering and vehicles industry, and that the 
output of intermediate products for use by other in
dustries was equally important. It can be calculated that 
in 1954 a 10 per cent, change in fixed investment demand 
on the metals, engineering and vehicles industry, would be 
equivalent to a 30 per cent, change in expenditure by 
consumers on this industry and to a change of at least 
2J per cent, in the level of production of the industry(^). 
In 1954 expenditure by personal consumers on the products 
of the textiles, leather and clothing industry was twice as 
important as exports and was equal to about one half of 
the output of the industry. A 10 per cent, variation in 
personal expenditure on textile and clothing products 
would thus be equivalent to a change of at least 5 per cent, 
in the level of production(^).

etc., and £19 in profits. In addition to these direct demands 
of the industry on other industries, account should also be 
taken of the indirect demands. Thus, the metals, en
gineering and vehicles industry bought, on average, £4 of 
output from the chemicals and allied trades in order to 
produce £100 of output. The chemicals and allied trades 
in its turn also had to buy goods and services from other 
industries (including indeed the metals, engineering and 
vehicles industry group itself) in order to produce the £4 of 
output required by the metals, engineering and vehicles 
industry, and these other industries in their turn had to 
buy goods and services from others, and so on.

The columns in Table A show the dependence of each 
industry on the outputs of each of the other industries and 
on imports. In 1954, £100 of output of the metals, engineer
ing and vehicles industry group required, on average the 
following inputs from other industries.

On the assumption that the inputs required by each 
industry group are proportional to its total output, the 
average relationships between the inputs (both direct and 
indirect) and the outputs of the different industries in 1954 
can be derived from the intermediate transactions in Table 
A. These relationships are given in Table C in the form of 
estimates of the outputs (both direct and indirect) required 
on average to produce £100 of final output by each industry 
group in 1954(2). xhese relationships may not be the same 
as the marginal relationships which would apply for 
changes in output. Nevertheless, in the absence of any 
alternative information, it may not be unreasonable to use 
them to give a rough and ready indication of the probable 
effects of a change in the output of a particular industry on 
the outputs of other industries and on imports.

Mining and quarrying .. 
Chemicals and allied trades 
Textiles, leather and clothing 
Other manufacturing 
Building and contracting 
Gas, electricity and water 
Other production and trade

The table below compares the direct and indirect require
ments of £100 of final output produced by the metals, 
engineering and vehicles industry groups.

£
Direct Indirect Total

Total • •

In addition, each£100 of output by the metals, engineering 
and vehicles industry required, on average, £7 of imports 
and, on average, £44 was paid out in wages and salaries.

Agriculture, forestry and fishing .. .

Mining and quarrying 1 2 3
Chemicals and allied trades 4 2 6
Metals, engineering and vehicles .. 100 2 102
Textiles, leather and clothing I 1 2
Other manufacturing 11 1 12
Building and contracting .. 1 — 1
Gas, electricity and water .. 2 1 3
Other production and trade 10 3 13
Imports .................................. 7 5 12
Net taxes on expenditure .. 2 2

(*) “ At least ’’ because only the direct effects of the changes in demand are allowed for ; the indirect effects are ignored. See later. 
(*) The coefficients in Table C were calculated by solving a set of simultaneous equations having a matrix of coefficients derived 

from the intermediate transactions given in Table A. This process is generally referred to as “ inverting the matrix “
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It should be noted that the figures in the table relate to 
the gross outputs(^) of the different industries, which in
clude the value of purchases from other industries and 
from imports. Because of this duplication, the sum of the 
outputs of the various industries required to produce £100 
of final output by the metals, engineering and vehicles 
industry group adds to more than £100.

In many ways it is more convenient to present the results 
in Table C in a different form so that the contribution each 
of the different industries, imports and taxes on expenditure 
make to the output of particular industry groups adds to 
100 per cent. This is done in Table D. The figures are 
derived by applying the separate ratios of net ouput/gross 
output to the figures for each industry given in Table C(^). 
In the table, comparable figures are also given for the year 
1950. The table shows, for example, that 64 per cent, of 
the output of the metals, engineering and vehicles industry 
represented the value added by the industry. The rest 
represented the contribution made by other industries, 
imports and by net taxes on expenditure. It is interesting 
to note that, except in the case of textiles, leather and 
clothing, the ratio of the net output to the gross ouput of 
the different industries was about the same in 1954 as in 
1950.

Another way of presenting the cost composition of 
industrial output is to analyse the domestic contribution 
by kind of income and not by industry of origin. In the 
final analysis, the output of each industry can be reduced 
to its primary input content comprising imports, income 
from employment, gross profits and other trading incomes 
and net taxes on expenditure. In the lower part of Table 
C, the primary input content of the output of each industry 
is shown. The table shows that the labour cost content of 
output varies considerably from industry to industry. In 
1954, labour costs represented 29 per cent, of value of the 
output of the food, drink and tobacco industry, 60 per cent, 
of the output of the metals, engineering and vehicles 
industry group and as much as 78 per cent, of the output 
of mining and quarrying. Both Tables C and D show the 
import content of the outputs of the different industries. 
In 1954 this varied from about 5 per cent, for both mining 
and quarrying and the gas, electricity and water industries 
to about 20 per cent, for chemicals and allied trades and 
“ other manufacturing ” and about 30 per cent, for textiles, 
leather and clothing.

The coefficients given in Table D have been applied to 
the estimates of expenditure in columns 13 to 17 of 
Table A to give estimates of the cost composition of final 
expenditure in 1954. The results of this calculation are set 
out in Table E. The table shows each industry’s contri
bution to the various kinds of final expenditure. It also 
shows the contribution imports and taxes on expenditure 
make to the total of final expenditure.

An alternative way of presenting this-table would be to 
analyse the dependence of the different industries, in terms 
of their net outputs, on the various kinds of final expendi
ture ; this is shown in Table F. The table shows, for

example, that in 1954, 34 per cent, of the net output of the 
metals, engineering and vehicles industry group was 
dependent on exports of goods and services, 29 per cent, on 
gross fixed investment, 22 per cent, on consumers’ expendi
ture and 15 percent, on public authorities’ current expend! 
ture. A comparison of Table F with Table B illustrates the 
varying importance of indirect demands on the outputs of 
different industry groups. The table below, for example, 
compares the allocation of the output of the metals, 
engineering and vehicles industry group in terms of both 
direct and indirect demands.

Percentages

Consumers’ expenditure 
Public authorities’ expendi

ture on goods and services 
Gross fixed capital formation 

at home
Exports of goods and services 

Total final expenditure

Direct Indirect Total
8 14 22

14 1 15

25 4 29
29 5 34

76 24 100

For some purposes it is useful to have the primary input 
content of the various forms of final expenditure. This 
can be derived by analysing the contribution incomes make, 
not by industry of origin as in Table E, but by type of 
income. This is done in Table G, and summarized in 
percentage form in Table H, where a comparison is also 
given with 1950. Tables G and H show that the import 
content of final expenditure varies from about one-tenth 
for public authorities' expenditure, to an eighth for gross 
fixed investment, and to about a fifth for consumers’ 
expenditure and for exports. If imports of goods and 
services which are directly exported without processing in 
the United Kingdom are excluded from the figures, the 
import content of exports in 1954 is reduced from 18 per 
cent, to 15 per cent. In 1954 labour costs accounted for 
about two-fifths of consumers’ expenditure, one-half of 
exports, three-fifths of gross fixed investment and three- 
quarters of public authorities’ expenditure. The com
parison given in Table H shows that the primary input 
content of expenditure was not very much different in 1954 
from what it was in 1950.

It is, of course, possible to work out the cost composition 
of the total of final expenditure (that is, final output) for 
all years. The results are set out in Table I. The table 
shows that the percentage cost composition o f final output 
has remained remarkably constant over the ten-year period 
1948 to 1957, in spite of the enormous changes in prices, 
particularly import prices, which have taken place over 
the period.

All this suggests that the figures given in Table G can be 
used with confidence for making rough and ready estimates 
of the import content or the labour cost content or the 
gross profit content of the various kinds of final expenditure 
and for assessing the effects of changes in the various 
primary input costs on final expenditure prices.

(̂ ) The net output of an industry, as defined here, represents the industry’s contribution to the gross domestic product. It is 
^ u a l to the sum of the incomes (before providing for depreciation) generated by the industry. The gross output of an industry 
IS  equal to its net output plus its purchases for use in current production of goods and services produced by other industries or 
imported from abroad. In Table A the net output plus stock appreciation of each industry can be obtained by adding together 
the figures in rows 15 and 16. The gross output plus stock appreciation of each industry is given in column 20.
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Inter-industry
T A B L E  A

Purchases by

Sales by

I . Agriculture, forestry and fishing

2. Mining and quarrying .. • •

3. Chemicals and allied trades

4. Metals, engineering and vehicles

5. Textiles, leather and clothing

6. Food, drink and tobacco

7. Other manufacturing . .

8. Building and contracting

9. Gas, electricity and water

10. Other production and trade (̂ )

11. Other industries (̂ ) • •

12. Imports . .

13. Sales by final buyers

14. Goods and services • • » •

15. Income from employment

16. Gross profits and other trading income (®) .

17. Taxes on expenditure less subsidies.. • •

Agricul
ture,

forestry
and

fishing

Mining
and

quarrying

Chemicals
and

allied
trades

Metals, 
engineer

ing and 
vehicles

Textiles,
leather

and
clothing

Food,
drink
and

tobacco

Other
manufac

turing

Building 
and con
tracting

1 2 3 4 5 6 7 8

1 8 28
1

620 12

II 106 50 19 16 76 27

129 16 198 57 60 118 48

74 73 73 76 75 112 245

8 6 10 58 — 14 110 2

214 1 14 2 2

22 41 100 501 68 164 274

40 26 5 25 15 10 10 —

13 17 38 109 20 23 31 7

ISO 45 210 445 155 235 260 175

91 8 285 346 466 490 271 52

1 -- — 1 15 9 8

752 234 850 1,749 915 1,707 1,008 830

303 494 217 2,074 608 329 639 720

458 64 260 881 269 320 318 183

-1 7 4
1

5 253 IS II 882 20 7

18. Total input 1,339 797 1,580 4,719 1,803 3,238 1,985 1,740

(*) Transport and communication, distributive trades, insurance, banking and finance and other services.
(*) Public administration and defence, public health and educational services, ownership of dwellings, domestic services to households 

and services to private non-profit-making bodies.
(®) Includes stock appreciation.
(*) Includes “ residual error ”  amounting to £137 million.
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27

48

24S

2

274

7

175

52

830

720

183

7

1.740

s
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Gas,
electricity 
and water

. >

Other
production

and
trade (̂ )

Other in
dustries {*)

Total
inter

mediate
output

Final buyers

Persons Public
authorities

Gross domestic 
capital formation

Fixed Stocks

Exports

Total
fmal

output

Stock
appre
ciation

Total
output

9
1

10 II
12

(1 to I I ) 13 i

1
1

14 15
1

16 17 18
( l3 to l7 ) 19

20
(I2-h I8

-U 9 )
1

>
1 670 618 8 I —— 9 22 657 12 1,339

195 86 586 138 15 14 - 1 2 53 208 3 797

25 223 874 280 120 25 286 711 - 5 1,580

6 6 313 1,107 380 655 1,162 10 1,360 3,567 45 4,719

2 50 — 260 962 50 55 476 1,543 1,803

_ 45 278 2,792 22 - 5 146 2,955 5 3,238

19 121 1.310 400 75 15 180 670 5 1,985

3 100 234 236 195 1,055 10 — 1.496 10 1,740

_ 113 371 309 41
1

69 - 2 7 424 — 795

80 1,755 3,515
1

477 175 854 5,021 10 6,786

- — 698 1,488 — — 2,186 2,186

10 277 2,296 1,031 102 89 - 5 0 140 1,312 - 1 0 3,598

-

•
33 76 -1 3 4 -5 1

1
1

- 5 81 - 3 3

400 1,329 9,774 11,435

t,
3,114 2,513 50 3.605 20,717 75 30,566

199 3,026 1,654 10,263 — — 10,263

168 2,059(*) 532 5,512 — 5.512

28 372 1.419 549 25 70 « 644 2,063

795 6.786
1

2,186 26,968 11,984 3,139 2,583
1

j  50«
J________________

, 3,605 21,361 75 48,404

Source : Central Statistical Office
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The allocation of the gross output of different industries
TABLE B Percentages

Inter
mediate
ouptut

Final output

Total
final

output

C o n s u 
m e rs'

expen
diture

Public 
autho
rities’ 

current 
expen

diture on 
goods and 

services

Gross 
fixed 

capital 
formation 
at home

Value of 
physical 
increase 
in stocks 
and work 

In
progress

E x p o rts  
of goods 

and
se rv ice s

Industry

Agriculture, forestry and fishing 
Mining and quarrying .. 
Chemicals and allied trades 
Metals, engineering and vehicles 
Textiles, leather and clothing 
Food, drink and tobacco 
Other manufacturing 
Building and contracting 
Gas, electricity and water 
Other production and trade (‘) 
Other industries(^)

Imports 64 36 28

25

- I

13

(‘) For definitions see footnotes (̂ ) and (̂ ) to Table A. Source ; Central Statistical Office

Total requirements per £100 of industrial output in 1954 (̂ )
TABLE C

Agri
culture,
forestry

and
fishing

Mining
and

quarry
ing

Chemi
cals
and

allied
trades

Metals,
engineer

ing
and

vehicles

T e x t ile s ,
le a th e r

and
clo th in g

Food,
drink
and

tobacco

Other
manu

fac
turing

Building
and
con

tracting

Gas.
elec

tricity
and

water

Other
produc

tion
and

trade
(’)

O th e r
indus
tr ie s
(*)

Industry (*)

Agriculture, forestry and fishing 
Mining and quarrying.. 
Chemicals and allied trades . .  
Metals, engineering and vehicles 
Textiles, leather and clothing 
Food, drink and tobacco 
Other manufacturing ..
Building and contracting 
Gas, electricity and water 
Other production and trade (®) 
Other industries (®) . .

P rim ary  input (*)

Imports of goods and services 
Income from employment 
Gross profits and other trading income 
Taxes on expenditure /ess subsidies •  «

Total • •

103 1 2 20 1
3 102 8 3 2 2 5 3 26 2

12 4 102 6 4 5 8 5 5 4
9 II 7 102 6 S 8 17 12 6
1 1 1 2 101 1 6 2 1 1

17 1 _ 1 103 I -  - 1
5 8 8 12 5 7 102 19 6 3
4 4 1 ! 1 1 1 101 2 1
2 3 3 3 2 2 2 2 lOI 2

17 9 16 13 II 12 17 IS 15 102

14 4

1

21 12 29 20 19 9 5 6
44 78 34 60 46 29 52 66 57 53
47 16 27 26 23 24 26 23 32 34

- 5 2 18 2 2 27 3 2 6 7

100 100 100 100 100 100 100

(*) The input-output coefficients in this table have been derived Trom Table A.
(̂ ) In the upper part of the table, the entry in row p (a typical row) and column q (a 

typical column) represents the value of the gross output of industry p required to 
produce £100 of final output by industry q. In the lower part of the table, the 
entry In row i (a typical row) and colu(nn j (a typical column) represents the 
primary input of i required to produce £100 of gross output by industry j.

(®) For definitions see footnotes (̂ ) and (*) to Table A.

100 100

Source : Central Statistical Office

5 0

•V;

r

fjet output (*} •

Agriculture.
Mining
Chemicals and allicjJ 
Metals, engineering 
T a t ilB . lather anh
Food, drink enii 
Other manufacturin] 
Building and consm 
Gas, electricity and 
Other produrtion ai 
Other industries 0

Gross domestic pro-

imports o( goods and

Taxes on expenditure

Total. .

Net output P ) ;

p r« |.

S®®dsandsei
Imports of

®*Pfinditijre /eson

f )  Include.«

J;

%



Pe■■centa?«s

*̂ports
®̂?oods

and
*®rvice$

13

4

stiol Office

L

ler I
luc*' Ocher 
)n ! indus* 
id tries 
de i P)

3

00

rn

R: ^ l0>-5i|

K | ...-=1

III

H i

III

Ml

!

h

<1

* ' u

I I  ^

f

The cost composition of industrial output in 1950 and 1954

TA B LE D Percentages

Agri
culture, 
forestry 

and 
fishing

Mining
and

quarry
ing

Chem i
cals
and

allied
trades

Metals,
engineer

ing
and

vehicles

Textiles,
leather

and
clothing

Food,
drink
and

tobacco

Other
manu

fac
turing

Building
and
con

tracting

Gas.
elec

tricity
and

water

Other 
produc

tion 
and 

trade
(̂ )

O ther
indus
tries
e)

1950

Net output (̂ )

Agriculture, forestry and fishing 
Mining and quarrying .. 
Chemicals and allied trades . .  
Metals, engineering and vehicles 
Textiles, leather and clothing 
Food, drink and tobacco 
O ther manufacturing . .
Building and construction 
Gas, electricity and water 
Other production and trade (*) 
O ther industries (*) . •

Gross domestic product

Imports of goods and services . . •  •

Taxes on expenditure Jess subsidies .

Total . . ■  • •  •

60 1 13 1
2 73 8 2 1 I 4 3 18 2 -

3 1 32 1 1 2 2 2 1 1 ■

5 7 5 64 3 2 5 10 8 4
1 1 1 42 3 1 • w - _

2 ■ j — . . 20 ■  ■  1 1 ■ - -  ■ -

2 3 4 5 2 2 50 8 3 1 -

2 2 1 1 1 1 1 1 53 1 1
1 1 1 1 1 1 I 1 47 1

10 6 12 II 8 8 12 II 12 76
100

88 93 ; 64 86 60 50 79 89 90 86 100

12 5 26 12
1

38 22 18 9 4 7

2 10 2 2 28 3 2 6 7

100 100 ' 100 100 100 100 100 100 100 100

1954

Net output (̂ ) :
1

1

Agriculture, forestry and fishing •  • 58 1
Mining and quarrying . . •  % 2 71 6 2 1
Chemicals and allied trades . . •  • 4 1 1 31 2 1
Metals, engineering and vehicles • 5 7 5 64 4
Textiles, leather and clothing «  • 1 1 1 1 49
Food, drink and tobacco •  « 3

1

O ther manufacturing •  • 3 4 4 6 3
Building and construction . . •  » 2 2 1 - - 1
Gas, electricity and water «  • 1 1 2 1 1
O ther production and trade (*) 
O ther Industries 0  . .

•  »  

•  •

12
1

7 12 10 8

Gross domestic product •  » 91 94 61 86 69

Imports of goods and services . . ■  a 14 4 21 12 29

Taxes on expenditure less subsidies «  • - 5 2
1

18 2 2

T o ta l.......................................................
•  « 100 100 100

1

100

S3

20

27

78

19

89

100 100

89

100

100 100

87 100

too 100

V*; inciuaes provision tor depreciation but excludes pr 
(*) For definitions see footnotes (‘) and (̂ ) to Table A.

Source : Central Statistical Office
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The cost composition of final expenditure in 1954
TABLE E Percentages

Consumers’
expenditure

Public autho
rities’ current 
expenditure 

on goods 
and services

Gross fixed 
capital 

formation 
at home

Net output (*):

Agriculture, forestry and fishing 
Mining and quarrying 
Chemicals and allied trades 
Metals, engineering and vehicles 
Textiles, leather and clothing 
Food, drink and tobacco .. 
O ther manufacturing 
Building and contracting ..
Gas, electricity and water 
O ther production and trade (-) 
O ther industries (̂ )

•  • • •
• t

•  •

Gross domestic product • •

Imports of goods and services •  * •  *

Taxes on expenditure /ess subsidies «  •

Total •  •

( )̂ Includes provision for depreciation.
(-) For definitions see footnotes {‘) and (*) to  Table A

Exports of 
goods and 

services
Total final 

expenditure

66

20

14

100

68

100

81

13

t o o

80 73

18 17

100 100

Source : Central Statistical Office

Industrial net output analysed by kind of final expenditure in 1954
TABLE F Percentages

Consumers’
expenditure

Public autho
rities’ 

current 
expenditure 

on goods 
and services

Gross fixed 
capital 

formation 
at home

Value of 
physical in 
crease in 

stocks and 
work in 
progress

Exports of 
goods and 

services

Total net 
output 

(including 
deprecia

tion)

Industry

Agriculture, forestry and fishing 
Mining and quarrying 
Chemicals and allied trades .. 
Metals, engineering and vehicles 
Textiles, leather and clothing 
Food, drink and tobacco 
O ther manufacturing ..
Building and contracting 
Gas. electricity and water 
O ther production and trade (i) 
O ther industries (̂ ) ..

Gross domestic product •  « 50 18 18 100

( )̂ For definitions see footnotes (*) and (*) to Table A. Source : Central Statistical Office
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V

I

••r

primary

Income from
profits and d
isofgc

Taxes on expendi tu

Total •

(I) Before providi

TABLE H

Primary input

Income from employi 
Gross profits and otfi 
Residual e rro r 
Imports of goods and 
Taxes on expenditun

T o ta l . .
•  a

C) Before providin

Table i

profits y / ' i ’e.
Sports

txpo
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finj,

73

17

listical Office

Percental̂

Total net 
output 

(indudini 
deprecia

tion)

100

tisti

.(91

.a\

Final ou tpu t in te rm s of prim ary  input in 1954
TABLE G £ million

Final ou tput

Primary input

Consum ers’
expenditure

Public 
au thorities’ 

curren t 
expenditure 

on goods 
and services

1 Gross fixed 
capital 

formation 
at home

1

j

j Value of 
physical 
increase 
in stocks 
and w ork 

in progress

Exports 
of goods 

and
services

1
i

Total

Income from em ployment ..
1

4,518
1

2,335
1

1,491
1

45
.

1,874 10,263
Gross profits and o th er trading income (0 3,379 428 607 27 996 5,437
Imports of goods and s e r v i c e s ........................................ 2,381 268 323 - 2 5 651 3,598
Taxes on expenditure less subsidies ............................ 1,706 108 162 3 84 ,

J
«

2,063

11.984 3,139 2,583 50 3,605 21,361

(^) Before providing for depreciation but after providing for stock appreciation. Includes the  residual error. Source : Central Statistical Office

Com parison of final ou tpu t in te rm s of prim ary  input, 1950 and 1954
TABLE H Percentages

Final output

Primary input

Consum ers’
expenditure

1950 1954

Public 
au thorities’ 

curren t 
expenditure 

on goods 
and services

Gross fixed 
capital 

formation 
at home

1950 1954 1950

Value of 
physical 
increase 
in stocks 
and work 

in progress

Exports of 
goods and 
services

1954 1950 1954

• •Income from employment ..
Gross profits and o th er trading income ( )̂ 
Residual e rro r
Imports of goods and services 
Taxes on expenditure less subsidies « •

Total . .

1950 1954

Total

1950 1954

100 100 100 100 100 100 100 100 100 100 100 100

(1) Before providing for depreciation but after providing for stock appreciation. Source : Central Statistical Office

The cost com position of final ou tput
TABLE I

Percentages

Income from employment . .
Gross profits and o th er trading income (‘) 
Imports of goods and services 
Taxes on expenditure /ess subsidies 
Residual e rro r

Final output (®)

1
1948

1
1949 1950 1951 1952 1953 1954 1955 1956 1957

49 49 48 46 47 47 i 48 ; 1 48
1

49 4925 25 24 22 24 25 25 ! 24 24 2416 16 1 181 22 18 17 17 ; 18 17 1710 10 10 10 Ii 10
1

10
' i1

10 , 10 10 10

100 100
1

100i1

f
100 11 100 100 [1 100 100 1 100 100

( ) Before providing for depreciation but after providing for stock appreciation.
 ̂  ̂ services (both home produced and im ported) available for private and public consumption

investment and export, valued at m arket prices.

Source : Central Statistical Office
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