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Foreword

For many years there has been a desire to extend the 
national accounts to include sector balance sheets 
— statements of the levels of physical and financial 
assets held and of liabilities incurred by each sector 
of the economy. These would complement the flow  
accounts for capital and financial transactions and 
would provide information relevant to the interpreta* 
tion of economic behaviour.

In the early 1960s Professor Revell and associates at 
the Department of Applied Economics, Cambridge, 
undertook some pioneering work, culminating in the 
publication of a book^ containing sector balance 
sheet estimates. This work was later extended by 
Revell and Roe, w ith Central Statistical Office and 
Bank of England sponsorship, to Include annual 
estimates for the period 1957—662 a  summary of 
this work, giving balance sheet estimates for the 
broad national accounting sectors, was published in 
the May 1971 Issue of Economic Trends^. It was 
intended that this work would be taken over by 
official statisticians and integrated into the system of 
national income and financial accounts. Some 
progress was made by the Bank of England who 
published articles on the potential usefulness of 
sector balance sheets as well as estimates for the 
banking sector and investment trust companies'^. A 
thorough review of financial statistics was carried 
out in 1972 and the development and integration of 
sector balance sheets was included in a ten-year 
programme of work. An article^ in Statistical News, 
November 1976, explained some of the methodolo
gical and other problems Involved in the development 
of sector balance sheets.

The Royal Commission on the Distribution of 
Income and Wealth, in the first report on its standing 
reference®, saw sector balance sheets as the most 
reliable means of estimating total personal wealth 
and its asset composition as a prelude to better 
estimates of its distribution. In evidence the Central 
Statistical Office said that whilst in the normal course 
of events the development of these estimates might 
take five years, if special priority were given to this 
work it might be completed in about two years. The 
Royal Commission wrote (paragraph 365):

Tn view of the importance of this work we have 
no hesitation in recommending that it be given
special priority and that the shorter timescale be 
adopted'.

The Central Statistical Office accepted this recom
mendation and, despite a substantial reduction in the 
resources available, provided the Royal Commission

on 4 January 1978 w ith provisional estimates of a 
personal sector balance sheet, distinguishing assets 
and liabilities held by persons from those held by 
charities and other Institutions in the personal 
sector. The text o f this submission, which was 
published in the January 1978 Issue of Economic 
Trends'^, is reprinted here on page 3. The submission 
makes it clear that these estimates are provisional, 
and since they have been developed w ithout full 
integration into the national accounts, and w ithout 
estimates for some sectors, they are likely to be 
revised as the work proceeds. The tw o supporting 
papers which fo llow  describe in more detail various 
aspects of the estimation of the personal sector 
balance sheet. The first paper on page 14, written 
by D. J. Reid, explains the role o f balance sheets in 
the national accounting system and describes the 
sources and methods used in compiling the 
personal sector estimates. The second paper reprints 
the article published in the March 1978 issue of 
Economic Trends  which describes the methods 
used to estimate the stock of consumer durables 
included In the personal sector balance sheet.

In studying the distribution of personal wealth, the 
Royal Commission relied on estimates of the wealth 
o f individuals produced by the estate multiplier 
method published by the Inland Revenue. This 
method uses estates of persons who die during a 
year as a sample of the wealth o f the living, applying 
mortality rates to  the values of estates on which 
estate duty was paid or for which grants o f re
presentation were issued. The limitations in the scope 
and coverage of these wealth statistics are described 
in the notes to In land Revenue Statistics, published 
by HMSO. The Inland Revenue have carried out a 
study of the limitations In their wealth statistics. As 
a result of these studies it should be possible to 
improve the coverage of the statistics, reducing 
considerably the differences w ith those compiled for 
the personal sector balance sheet. A description of 
this work is given in the paper 'Current developments 
in Inland Revenue estimates of personal wealth' on 
page 41.

These four papers, together w ith the article in the 
September 1977 issue of Economic Trends^ describ
ing a survey of the share registers of UK companies 
and a fuller description of the methods used in that 
survey which w ill be published in due course in the 
Studies In Official Statistics series w ill provide a 
complete description of recent developments In the 
work on sector balance sheets in the United
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Kingdom. It is intended that further details w ill be 
published when this work Is further advanced.

The Central Statistical Office would like to acknow
ledge the co-operation of various government 
departments and other organisations who provided 
information or undertook work In connection with 
the preparation of the personal sector balance 
sheets. In particular, considerable help was received 
from the Bank of England, the Board of Inland 
Revenue and the Departments of Industry, Trade and 
Prices and Consumer Protection. Acknowledgement 
is also made of the work carried out by Mr. John 
Moyle on various surveys.

Central Statistical Office
July 1978
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Personal sector balance sheets
Evidence submitted to the Royal Commission on the Distribution of Income 
and Wealth by the Central Statistical Office

Introduction

The Central Statistical Office submitted to the Royal 
Commission written evidence on the compilation of 
estimates of national and sector balance sheets in 
April 1975. In that submission we described the uses 
that balance sheet estimates would have and set out 
a list of tasks that would need to be completed 
before satisfactory estimates could be made. We 
explained that in the normal course of events — 
without extra resources — five years might elapse 
before those tasks were completed, but that if special 
priority were given to this work the minimum 
timescale would be some two years from the time 
staff were in post. To do the work w ithin this 
shorter timetable might mean that certain tasks could 
not be completed and that It might not be possible 
to provide balance sheet estimates consistent w ith 
the sector capital and financial transactions accounts 
in the system of national accounts. Furthermore, we 
explained that the balance sheet project as planned 
would yield only personal wealth aggregates and it 
might not be possible to allocate the differences 
between these estimates and those based on estate 
duty information between wealth ranges.

The Royal Commission recommended in paragraph 
365 of the first report on its standing reference that 
this shorter timescale be adopted. We have done our 
best to meet this recommendation. To co-ordinate 
the work an interdepartmental working party was 
set up and it has met twelve times over the two 
years. But our present submission is a progress 
report because, as we explain below, work on the 
project is not yet complete. It has been affected by 
circumstances that have occurred since we gave 
our earlier evidence — circumstances that could not 
be foreseen at that time.

Since April 1975 there has been a substantial change 
in the availability of resources within the Government 
Statistical Service and the Bank of England. Civil 
Service staff ceilings and cuts have affected 
departments differently, but overall. Statistics Divi
sions have had their anticipated manpower levels 
cut by about 5 per cent. These cuts have borne 
particularly heavily on development work as priority 
has had to be given to maintaining the established 
statistical output. The national and sector balance 
ŝ heet project required net additions to staff In 
Statistics Divisions of some departments at a time

when the total establishment was being held 
constant or reduced. So inevitably there have been 
short cuts, and lack of resources has meant that it 
has not been possible to complete the full programme 
of work that was described in our previous evidence. 
In consequence, the estimates we are now supplying 
are of somewhat lower quality than originally 
envisaged; but nevertheless they are considered to 
be no worse than previous estimates of this kind and 
in several areas substantially better.

Faced w ith the reduced amount o f resources, there 
were tw o choices open to us; either we could extend 
the timescale of the work, or we could give priority 
to making provisional estimates of the personal 
sector balance sheet as at 31 December 1975 w ithin 
the original tw o year timescale, even if this meant 
proceeding w ithout complete estimates for other 
sectors (which interlock and therefore reinforce one 
another and the personal sector estimates). We were 
conscious of the importance that the Royal Commis
sion attached to  the accelerated timetable and to 
up-to-date estimates so we adopted the second 
alternative. Revisions to these estimates are possible 
at any time, perhaps large ones for some items, and 
in particular they may occur when full sector balance 
sheets become available.

A t present we do not expect to  be in a position to 
publish fu ll sector balance sheet estimates for at least 
12 months. There are important gaps in our work on 
parts o f the public sector, the overseas sector, and 
particularly industrial and commercial companies, 
where at present there is no recent information on 
the balance sheets o f small and medium sized 
companies. Moreover, the system of returns from 
financial institutions is In the course of being 
overhauled; some of the new information is not yet 
to hand — it may ultimately result in revisions to some 
of the rough estimates that have been made for 
certain items.

Main results (Table 1)

In the course of compiling the end-1975 balance 
sheet for the personal sector, information covering a 
large part of total personal wealth became available 
for end-1976 also. It seemed appropriate, therefore, 
to attempt to construct a balance sheet for this more
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recent year also, projecting those Items where 
Information used to construct the 1975 estimates 
was not available. Some of these estimates w ill be 
subject to substantially greater revisions than the 
1975 figures as full sector balance sheet information 
and other data becomes available, but nevertheless 
we consider they represent a useful bonus In the 
form of more timely estimates — albeit of a much 
more provisional nature.

In Table 1 we present balance sheets for the personal 
sector as defined in the national accounts at 31 
December 1975, and 31 December 1976. The 
personal sector aggregates have been subdivided 
between non-profit-making bodies and the rest of 
the personal sector which, for ease of reference, we 
call 'households' although In fact it includes not 
only individuals living in households but also those 
living in institutions (hostels, armed forces, etc.), 
the wealth of private trusts which in some cases are 
not owned  by individuals, and the assets and 
liabilities o f partnerships and unincorporated busi
nesses. It is not possible to sub divide the sector 
further to distinguish these components w ith any 
reasonable degree of accuracy, but we do include 
below some very broad brush estimates of the 
amount of wealth of various types that might be 
held in certain trusts that are not covered by the 
Inland Revenue wealth estimates.

Table 1 shows that during 1976 the total net wealth 
of 'households' increased by £41*2 billion or 14-5 
per cent. The definition of wealth used here differs 
from that used by the Royal Commission in its 
reports In a few respects. The most important of 
these is that the value of assets held by pension funds 
is regarded here as part of personal wealth; another 
difference is that we have not been able to make 
estimates of property (villas, farms, etc.) held abroad 
so these have been excluded from our estimates. 
The exclusion of pension fund assets from total net 
wealth makes little difference to the rate of growth 
during 1976. The total value of physical assets grew 
(at 17-6 per cent.) rather faster than total net assets, 
w ith dwellings — by far the largest category of 
wealth held — estimated to have increased by almost 
20 per cent. Wealth held in the form of cash and 
deposits w ith banks and financial institutions 
increased at a rather slower rate (11 *3 per cent) than 
total wealth and, as in the previous year, building 
societies proved the most popular medium for wealth 
in this form, accounting for 60 per cent of the total 
increase in these types of assets.

Stocks and shares in total fared less well with 
holdings of listed ordinary shares, the most important 
group of marketable securities, estimated to have 
fallen by 8-6 per cent, reflecting mainly a fall in 
stock market prices (the Financial r/me^-Actuaries 
ordinary share index fell by 8*3 per cent during 1976) 
but also probably some net sales of shares. Holdings 
of British government stocks, on the other hand, are 
estimated to have increased in value by 28-5 per 
cent. Interest rates rose sharply during 1976 and 
w ill have tended to reduce the market value of 
existing holdings of government stocks, but the 
high interest rates offered on new issues — the 
result of a large government deficit and the associated 
funding programme — proved attractive and 
encouraged substantial amounts of wealth to be 
invested in these securities. Estimates for overseas

securities are some of the least reliable figures but 
the estimated increase of over 30 per cent here 
seems consistent w ith movements in the investment 
dollar exchange rate and security prices on the New 
York markets. Liabilities are estimated to have 
increased by 12-6 per cent, the most important 
component being loans for house purchase which 
accounted for three quarters of the increase and 
grew by 14*8 per cent.

There are some substantial differences between 
estimates in Table 1 for certain items and the esti
mated balance sheet for 31 December 1975 
published by the Royal Commissionio in its Report 
No. 5. We do not intend to discuss these in detail 
here but some comments by way of explanation 
of the largest differences are called for. In general 
the estimates published by the Royal Commission 
were based on the methods developed by Professor 
Revel! and in many cases were projections from a 
base in the 1960s. This was the only procedure 
available to produce estimates quickly and for many 
assets they have proved reasonably successful in 
estimating orders of magnitude. But inevitably 
some errors w ill be perpetuated and magnified with 
this approach.

The largest difference in absolute terms is in the 
estimate of dwellings where we have applied 
capitalisation factors to the rateable value statistics 
based on the 1973 rating valuation. Our method is 
essentially the same as Revell's but uses a more up- 
to-date base. For consumer durable goods our esti
mates are also substantially higher than those of the 
Royal Commission but this is due in part to the 
wider coverage of durable goods in our estimates. 
We have also made estimates on a range of life 
length assumptions to allow users to choose the 
estimate reflecting the coverage and life lengths they 
deem appropriate for their purposes. The estimates 
in Table 1 cover almost all items of consumer 
expenditure that are considered to last for a year or 
more and we have used what we consider to be 
medium life length assumptions, although these are 
somewhat higher than the assumptions made by 
Revell.

Our estimates of notes and coin are a residual after 
allocating amounts to other sectors in the best way 
possible. They represent 82 per cent of the amount in 
circulation with the public. The Royal Commission 
followed Revell In using a proportion of 15 per cent 
based mainly on holdings for transactions purposes: 
Revell admitted, however, that the bulk of the 
remainder could not be allocated by sector on any 
reasonable assumptions so that his estimates could 
be too low. Estimates of this item seem likely always 
to be uncertain.

Further large differences arise in the estimates of 
ordinary shares of listed UK companies. Here our 
estimates are based on a recent share register survey 
which included an analysis of the beneficial owner
ship of trustee and nominee holdings. The previous 
such full scale survey was in respect of 1963, 
although a survey of registered ownership only was 
carried out in respect of 1969, so our estimates 
make use of a substantially better source of informa
tion than was available to the Royal Commission.
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Balance sheets for the personal sector: provisional estimates
TABLE 1

£ million

at 31 December 1975 at 31 December 1976

Code
House
holds

Physical assets
Stocks and work in progress
Vehicles plant and machinery
Dwellings ...................................
Other developed land and buildings 
Agricultural and other land ..
Consumer durab les........................

Total physical assets ..

5,386
4,781

125,253
6,036
9,601

36,500
187,557

3.5.11
3.6.4
3.6.10
3.6.17
3.7.1
3.8.0
3.9.0

Financial assets 
Notes and coin 
Sight deposits at banks 
Other sight deposits 
Other bank deposits ..
National savings deposits 
National savings certificates and bonds 
Building society shares and deposits 
Deposits with savings banks 
Deposits with other financial institutions
SAVE: index-linked........................
SAVE: o th e r ....................................
Temporary deposits with local authorities 
Certificates of tax deposit ..
British government securities 
Northern Ireland government securities 
Local authority listed securities and negoti

able bonds ......................
Other public corporation securities 
Listed UK debentures 
Unlisted UK debentures 
Overseas government securities 
Listed UK preference shares 
Unlisted UK preference shares 
Listed UK ordinary shares ..
Unlisted UK ordinary shares 
Unit trust units 
Property unit trust units 
Retail co-operative shares ..
Overseas ordinary, preference and 

debentures 
Property overseas
Short-term loans not elsewhere included 
Long-term loans to local authorities 
Other long-term loans 
Trade and other debtors in the UK 
Equity in life assurance and pension funds
Accrued interest, tax, etc..................

Total financial assets (excluding 
property overseas)

4,900 
7,835 

301 
10,947 

3,071 
4,571 

22,524 
2,541 

34 
13 

207 
189 

13 
5,409 

6

333

1,537

119
2,040

675
6,608

32.172
345

133,946

4.3.7
4.6.1
4.6.4
4.6.5
4.6.14
4.6.15 
4.6.17
4.7.0
4.9.0

Liabilities
Commercial bills ........................
Bank loans and advances 
Short-term loans not elsewhere included 
Hire purchase and other instalment debt 
Loans for house purchase ..
Other public sector loans 
Other long-term loans 
Creditors and accounts payable 
Accrued interest, tax, etc. ..

Total liabilities .. • *

21
5,690

177
1,838

24,350
82

1,241
3,840

229
37,468

Net wealth (excluding property overseas) 284,0351

Non-profit
-making
bodies

Personal
sector

House
holds

Non-profit
-making
bodies

Personal
sector

84 5,470 6,244 95 6.339
989 5,770 5,920 1,160 7,080
850 126,103 149.752 1,248 151,000

7.883 13,919 6,818 8,182 15,000
158 9.759 9,226 144 9,370

— 36.500 42,600 42,600
9,964 197,521 220.560 10,829 231,389

_ 4,900 5,500 5.500
247 8.082 8,522 293 8,815

301 430 430
344 11.291 11,525 396 11,921

3,071 3,136 3,136
5 4,576 4,987 5 4,992
5 22,529 26.104 5 26,109

77 2.618 2,758 93 2,851
20 54 68 25 93

13 71 — 71
— 207 219 219

130 319 104 139 243
13 14 14

668 6,077 6,953 759 7,712
— 6 14 — 14

243 397 100 150 250
71 69 69

281 1.474 1.344 375 1,719
89 174 90 104 1 9 4
31 283 300 38 338
31 99 34 42 76
10 19 10 12 22

1,039 18,052 15.544 879 16,423
329 7,329 7,150 386 7.536
153 1,864 1,685 141 1,826

18 18 22 22
— 333 371 371

194 1,731 2.000 230 2,230

119 116 116
365 2,405 2,038 389 2,427
255 930 700 280 980
292 6,900 7,419 331 7,750

32,172 37,050 37,050
345 467 ------- - 467

4,826 138,772 146,892 5,094 151.986

21 15 15
127 5.817 6,200 144 6.344

_ 177 162 162
_ 1,838 2,063 2,063

566 24.916 27.951 763 28,714
147 229 85 140 225
397 1,638 1,263 304 1.567
360 4.200 4,195 405 4,600

229 253 253
1.597 39,065 42.187 1,756 43.943

13,193 297,2281 325,2651 14,167 339.4321

by insurance companies from  other life  assurance f u S s a ^ ^ ^ ^ ^  h  »<> d is tingu ish  th e  assets o f pension funds m anaged
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We have already mentioned that our estimates of 
wealth Include the value of pension fund assets in the 
same catego^ as life assurance funds. We were not 
able to obtain a figure comparable w ith the Royal 
Commission's estimate for life policy funds because 
of the difficulty of separating out pension funds 
managed by Insurance companies. Nevertheless it 
seems certain that such a figure would be sub
stantially less than that published by the Commission 
mainly, we suspect, because of the difficulty in 
estimating the part of the total increase in life 
assurance and pension fund assets that is due to 
life policy business, which is needed in the projection 
method used by the Commission.

Non-profit-making bodies serving 
persons

Although the Royal Commission's interest is mainly 
on the household component of the personal sector 
we think it pertinent to say a little at this point about 
the estimates for non-profit-making bodies. These 
bodies include churches, charities, universities, 
trades unions, non-collecting friendly societies, 
housing associations and other clubs and societies. 
Some information on certain o f these bodies is 
available from central sources such as the University 
Grants Committee, the Chief Registrar of Friendly 
Societies and the Certification Officer for Trades 
Unions, but for the most important groups, charities, 
clubs and societies, there is no such aggregated 
Information and the population of these bodies is 
ill-defined, especially clubs and societies.

We have carried out a survey of charities in 1970, 
analysing the accounts supplied to us by sampled 
bodies to derive balance sheet estimates for end- 
1969 and end-1970 (see Economic Trends, June 
1975)” . We have updated these results by collecting 
1975 accounts from members of the same sample, 
and from these estimated the growth of assets 
during the subsequent five years. On the basis of the 
1975 estimates we have Interpolated for the inter
vening years and extrapolated for 1976. Estimates 
constructed in this way are, we believe, adequate 
for the purpose of adjusting personal sector totals 
to a sector definition corresponding closely to 
households and individuals, etc. but we do not 
consider these updated and interpolated estimates 
for non-profit-making bodies to be sufficiently 
reliable to stand in their own right as estimates of 
that subsector. In particular the asset composition 
of these estimated balance sheets is subject to 
even greater uncertainty than the total net assets. 
For some assets where the total held by the personal 
sector is relatively small, this may have resulted in 
large percentage errors in the part attributed to 
households, but again we consider that these 
effects w ill fall mainly on the asset composition 
and not on total household wealth. Without an 
adequate sampling frame, the development of which 
would involve a considerable amount of resources.

we are doubtful whether it w ill be possible to 
construct useful estimates on this basis for future 
years.

Methodology

In order not to overburden this submission, we have 
excluded from it detailed descriptions of the sources 
and methods used to estimate individual balance 
sheet items. We intend to describe these in a more 
technical paper that we will send to the Royal 
Commission, and which we hope to publish in 
due course (see article on page 14). We will 
restrict our remarks here to a general description of 
the sources of information and approaches available 
for constructing balance sheet estimates.

There are two basic approaches to obtaining balance 
sheet information. They are referred to in the literature 
as 'direct' and 'indirect' sources although the terms 
can on occasion be confusing. The direct approach 
entails collecting information about assets and 
liabilities held, directly from the members that 
comprise the sector. For the personal sector this 
might be done through sample surveys and censuses 
or as a by-product of an administrative process 
such as the grant of representation (probate) and 
the subsequent scrutiny of estates for estate duty 
and capital transfer tax purposes. The estate duty 
source is an important one, especially for estimating 
the distribution of personal wealth, and we shall 
return to it below but first we will describe the more 
important Indirect approaches which rely on sources 
other than members of the sector concerned.

Various 'indirect' approaches have been used to 
compile personal sector balance sheets. Direct 
returns by financial institutions that form the basis 
of balance sheet estimates for the individual groups 
of institutions have been drawn up so as to yield 
information on assets and liabilities of other sectors 
including the personal sector. Such estimates are 
referred to as counterpart estimates because they 
are derived from the counterparty to the particular 
financial claim. For example bank deposits, most of 
which are an asset of persons, are a liability of 
banks; the banks are able to report their deposit 
liabilities (apart from certificates of deposit which 
are negotiable and circulate in the market) by sector 
of depositor and thus provide much better estimates 
of items In the personal sector balance sheet than 
could be obtained by asking a sample of individuals 
directly about the bank deposits they hold. The 
holding by other sectors of certain assets such as 
marketable securities, obtained for example from 
direct inquiries, may provide another indirect 
approach to estimating personal holdings: if the 
total amount of the particular financial claim at 
issue is known, then holdings by other sectors can 
be subtracted to leave a residua!estimate of personal 
holdings.
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A third indirect approach Is based on surveys o f the 
registers of certain types of debt such as company 
shares. By classifying a sample of holdings to sectors 
it is possible to estimate the total distribution of 
holdings. But there are difficu lt problems involved 
In going from registered ownership to the ultimate 
beneficial owners of the securities to whose balance 
sheet they should be allocated. These arc not just 
technical problems but also costs, both of resources 
required and the burden on Institutions such as banks 
who have to provide the information. Studies of this 
nature can only be contemplated as benchmark 
inquiries at longish intervals. As part of the balance 
sheet project the Department of Industry has carried 
out a survey of company share registers, the results 
of which were recently published in Economic 
Trends, and this survey included a special analysis 
of the beneficial ownership of trustee and nominee 
holdings of shares In a sample of companies. 
Register information has also been used to allocate 
holdings of local authority debt to sectors, but no 
similar survey has yet been attempted to obtain 
information on the beneficial ownership of trustee 
and nominee holdings of these and other fixed 
Interest securities.

For almost all the items in the personal sector balance 
sheet we have used Indirect methods of estimation 
because we consider that they provide the more 
reliable estimates of aggregate personal wealth. 
Nevertheless we have been concerned to ensure 
that differences between the direct estate multiplier 
wealth estimates described below and the indirect 
methods used are plausible, bearing in mind the 
known coverage and other deficiencies in the estate 
multiplier method. This reconciliation work is 
essential if the balance sheet totals are to provide a 
sound basis for estimates of wealth holdings by 
range of total wealth as the estate multiplier esti
mates are by far the best source of information on 
the distribution of wealth. It Is also necessary if 
we are to make estimates for the few items, mainly 
unlisted and overseas securities, where this is the 
only source.

Reconciliation of balance sheet and 
estate multiplier estimates (T a b le  2 )

The estate multiplier estimates of persona! wealth and 
Its distribution by range of total wealth are based on 
information coming to the attention of Inland 
Revenue In the course of administering estate duty 
and capital transfer tax. Estates of people dying each 
year are sampled and the information on them 
analysed and grossed up by appropriate mortality 
multipliers to obtain estimates of the wealth of the 
population as a whole. There are some important 
deficiencies in estimates derived in this way which 
seriously limit their use as estimates for the wealth of 
the population as a whole. We attempt to quantify 
these deficiencies in broad terms in Table 2 where 
for ten classes of assets and two liability categories 
we attribute differences between the estate multi
plier estimates (column 1) and the balance sheet

estimates (column 9) to the various known causes. 
We w ill briefly describe the gaps and deficiencies 
in the estate multiplier method in order to explain 
the headings of columns 2-8 . But the Inland 
Revenue hope to report more fully on some of 
these matters which have a bearing on the inter
pretation and quality of the estate multiplier wealth 
estimates (see article on page 41).

The differences are of three main kinds; deficiencies 
in the estate multiplier methodology, valuation 
differences between balance sheet and estate 
multiplier estimates, and gaps in the coverage of the 
estate multiplier estimates.

The most important deficiency in the estate multiplier 
methodology concerns the pattern of assessments. 
Estates are included in the figures at present in the 
fiscal year of assessment. This is often different 
from the year of death and for large and complicated 
estates the timelag can be substantial. Rapid 
inflation in recent years adds to the difficulty as 
asset prices may vary considerably between date of 
death and date of inclusion in the statistics. A 
further tim ing difference is that balance sheet 
estimates relate to a single date, 31 December each 
year, whereas estates are assessed on a range of 
dates. These points are covered by column 2 under 
the description 'pattern of assessments'. Another 
statistical d ifficulty is that ideally separate multiphers 
should be applied to the cells of a fine cross-classi
fication by narrow age groups and marital status 
and that other factors which affect mortality rates 
such as social class should be adequately allowed 
for. In practice only a crude allowance can be made 
for social class (by applying different multipliers to 
smaller and larger estates) and in any case it is not 
possible to work at the level of detail that would 
be desirable because there are too few  cases in 
some cells to  provide reliable estimates when 
grossed up. The grouping of cells and smoothing 
that is necessary to produce stable estimates may 
result in bias and column 3 attempts to  quantify 
the possible size of these effects. The quality of 
the basic records on certain estates can be defective 
sometimes. In cases that are well below the duty 
lim it (£15,000) the administrative processes are 
simplified and revised valuations may not be made or 
recorded if it is clear that such revaluations would 
not result in duty becoming payable. Information 
not legally required may also be missing. The likely 
effect of errors in valuation on the quality of data 
is shown in column 4.

There are some more fundamental differences in the 
method of valuation between the balance sheet and 
Inland Revenue estimates. Estates are valued at 
what they fetch on realization at death. Balance 
sheets however are based on the principle of valuing 
assets as a going concern. Thus for example one of 
the largest differences Is for consumer durable goods 
whose replacement cost is usually very much 
higher than their secondhand market value. For 
life assurance policies and pension rights the value 
at death is very different from their value in the hands 
of the liv ing: in the one case it is normally much 
higher and in the other pension rights normally 
expire or are reduced on death. It Is not possible to 
quantify these valuation differences objectively so 
the residual discrepancy has been allocated to 
column 5 for these items.
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Reconciliation of estate multiplier and balance sheet estimates for 1975
TABLE 2

£  b i l l io n

Line

A s s e ts
D w e l l in g s ........................................
O ther bu ild ings, trade assets

end l a n d ........................................
Consum er durables 
B u ild in g  soc ie ty  shares bank 
deposits and o the r liq u id  assets . .  
G overnm ent and m un ic ipa l 

securities
Listed com pany shares 
U n lis ted  shares 
L ife  p o lic ie s ..
Pension rights 
O ther assets 

T o ta l assets

L im ita tions  o f estate
Excluded w ea lth

m u ltip lie r m ethod
Q uality
o f
basic
data

D ifferences Excluded Balance
sheet
tota l
household
wealth

Iden tifiod  
w ea lth  o f 
ind iv idua ls

G roup ing
Pattern o f b ias in 
assessments m u ltip lie rs

in  coverage jo in t 
o r m ethod property  
o f  and small 
va lua tion  estates

Excluded
trusts

U n*
explained
(residual)

1 2  3 4 5 6 7 8 9

82 6  4 8 15 1 9 125
14

7
1 _  
1 — 27 2

2 9 26
37

35 3  2 2 6 1 8 57

1

to 22 26 11
L ia b i l i t ie s  
M ortgages . .  
O ther llab iliries 

Tota l liebiJities

xiil. N et wealth^ 190 16 10 22 20 11 10 284

iQ u e  to  round ing  errors the  entries fo r ne t w e a lth  in  co lum ns 8  and 9  do  n o t correspond to  to ta l assets /ess to ta l liabilities.

Some differences are due to gaps in the coverage of 
the estate multiplier estimates. These estimates are 
based on information arising after the issue of a grant 
o f representation (probate) or from other assessments 
for estate duty or capital transfer tax. They exclude 
the large majority of these estates for which a 
grant of representation Is not required, and these 
when grossed up account for over half of the adult 
population. Such estates can Include several 
specified assets each up to a lim it defined In the 
legislation (which was raised from £500 to £1,500 
during 1975). Secondly, in cases where tax is not 
Involved they may exclude considerable property 
held jointly, where title can be established by 
producing a death certificate. Sometimes very 
difficu lt judgements need to be made as to the 
precise extent of jo in t ownership, the outcome of 
which w ill affect the statistics. Estimates of the 
approximate magnitude of these 'gaps' are given in 
column 6. Certain interests in property held in trust, 
such as surviving spouse settlements, do not require 
probate and were exempt from Estate Duty (and are 
often exempt from Capital Transfer Tax), and 
estimates of the amount of trust property not 
requiring probate are given in column 7.

(£1*2 billion) and the balance sheet estimates 
exclude works of art, jewellery, bloodstock, sporting 
rights, antiques, historic monuments and property 
overseas. But the net effect of these items seems 
unlikely to be more than £3-4 billion so that the 
overall discrepancy may be no more than 5 per cent.

Trends in aggregate personal wealth
(Tables 3 -6 )

The differences that remain unexplained after these 
items are taken into account are shown in column 8. 
A large amount of personal wealth is not allocated to 
categories so that there is some cancelling out of 
entries in column 8. There may also be some netting 
out of trade debtors and creditors o f unincorporated 
businesses so that the unexplained component of 
net wealth may be quite small — shown here as 
about per cent of the total. This probably 
overstates the extent of reconciliation because the 
estate multiplier estimates include certain cash gifts

In addition to the balance sheet estimates for 1975 
and 1976 given in Table 1 we considered that some 
form of time series linking back to the estimates by 
the Department of Applied Economics (DAE) at 
Cambridge covering the period 1957-66 would be of 
considerable interest. It was not possible to complete 
estimates for 1966—74 with the resources available 
in the same detail or with the same accuracy as the 
end-1975 estimates, but this is perhaps of less 
importance than establishing broad long-term trends 
in the aggregate, and composition, of personal 
wealth. In Table 3 we show a series of balance 
sheet estimates for the 11 years 1966-76 inclusive. 
These estimates relate to the personal sector as 
defined in the national accounts but excluding 
non-profit-making bodies. They are rounded to the 
nearest £0-1 billion and in several cases their 
accuracy would not justify more precise figures
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Balance sheets for the 
bodies (households)
TABLES

personal sector excluding non-profit-making

Lino Holdings a t 31 December In each year, £  billion

1966 1967 1968 1969 1970 1971 1972 1973 1974 1975* 1976>

1
Physical assets

Stocks and work in progress 2-0 2-1 2-3 2-4 2-6 2 -9 3-3 4-0 4-7 6*4 6-2
2 Vehicles, plant and machinery 1-5 1-6 1-6 1-8 2-0 Z -2 2-5 2-8 3-7 4*8 6-9
3 Dwellings ................................... 3 5 0 38-1 42-3 45-6 49-9 58-8 81 -9 110-6 113-4 125*3 149-8
4 Other developed land and buildings 1-9 2-1 2-3 2-5 2-7 3-4 4-1 6-0 6-3 6*0 6-8
5 Agricultural and other land 4-6 4-5 4-8 5-0 4-6 4-6 5-3 13-0 13-6 9*6 9-2
6 Consumer durable goods .. 11 4 12-3 13-4 14-5 16-1 18-0 20-8 26-0 30-6 36*5 42-6

Total physical assets .. 56-4 60-6 66-6 71-8 77-9 89-7 117-9 161 -4 172-4 187*6 220-6

7
Financial assets 

Notes and coin 2-2 2-3 2-3 2-6 2-7 2-9 3-3 3-6 4-2 4-9 5-5
8 Bank deposits ........................ 7-3 8 0 8-7 9-0 9-8 10-7 12-6 16-9 18-8 18*8 20-0
9 National savings ........................ 8-1 8-3 8-3 8-2 8-3 9-0 9-8 10-0 10-1 10*7 11-6

10 Building society shares and deposits 5 8 6-9 7-7 8-6 10-1 12-0 14-2 16-3 18-4 22*5 26-1
11 Other short-term assets 0-6 0-6 0-6 0-6 0-6 0-6 0-6 0-6 0-4 0*4 0-3
12 British government securities 3-4 3-4 3-0 3 0 2-5 4-1 3-3 3-6 2-5 5*4 7-0
13 Listed UK debenture and preference 

shares ................................... 1 0 1-2 1-2 1-2 1-4 2-7 2-7 1-9 0-9 1*3 1-4
14 Listed UK ordinary shares .. 12-8 16-8 23-1 19-4 17-7 24-9 29-7 18-7 7-3 17*0 16-6
15 Unlisted UK company securities .. 5-1 5-3 5-2 4-8 4-8 4-9 6-6 6-8 5*7 7*1 7-3
16 Unit trust units ........................ 0-5 0-8 1-3 1-2 1-1 1-6 2-2 1-5 0-9 1*7 1-7
17 Overseas and miscellaneous other 

assets ................................... 2-3 2-4 2-1 2-3 2-3 2-3 2-7 2-6 2-7 2*9 3*4
18 Local authority debt........................ 1-9 1-9 2-0 2-1 2-0 1-8 1-6 1-6 2-0 2*2 2*1
19 Tradeand other debtors and accruals 4-6 4-4 4-3 4-2 4-3 4-6 4-5 5-2 6-2 7*0 7*9
20 Equity in life assurance and pension 

funds ................................... 14-6 16-2 18-1 18-8 20-4 24-3 28-1 28-1 25*2 32*2 37*1
Total financial assets 70-2 78-5 87-9 85-9 86-0 106-4 121 -8 116-3 105-3 133*9 146*9

21
Liebilities

Bank loans and advances .. 1-5 1-6 1-6 1-5 1-8 2-3 4-8 5-8 5-9 5*7 6*222 Loans for house purchase .. 7-3 8-3 9-2 1 0 0 11-2 13-0 16-7 18-5 20-7 24*3 28*023 Hire purchase and other loans 2-1 2-2 2-2 2-3 2-4 2-6 3-0 3-4 3-5 3*3 3*624 Trade and other creditors and 
a c c r u a ls ................................... 3-4 3-4 3-4 3-4 3-5 3-4 3-6 3-8 3-9 4*1 4<4

Total liabilities 14-3 15-5 16-4 17-2 18-9 21-3 2 7 0 31 -6 34-0 37-5 42-2
25 Net w ealth ................................... 112-3 123-6 138-1 140-5 147-0 174-8 212-7 246-2 243-7 284-0 325-3

^Totfll asssts, liabilities and net wealth in 1975 and 1976 are rounded from figures [n Table 1. Due to rounding errors they may not eoual the sum of their 
components as shown in this table.

anyway. We hope that it w ill be possible to construct 
better estimates in more detail for at least some of 
these earlier years when work on the balance sheets 
of other sectors is complete. The main items where 
somewhat improved estimates may be possible are 
marketable securities, debtors and creditors.

These estimates do not match the DAE ones 
precisely for the overlap year of 1966. There are 
differences in most items but the largest one is for 
consumer durables where we have Included a wider 
range of goods and used different life length 
assumptions from those used by DAE. A number of 
the DAE series are projected from a firmer base 
earlier in the period that they cover and a number of 
our series are projected back from a base in 1975 so 
for this reason alone differences are to be expected. 
Nevertheless, with the help of the overlap it is 
possible to link the two series. In Table 4 we show 
the composition of personal wealth (excluding non- 
profit-making bodies) triennially from 1957-75. 
Table 5 shows the five asset and two liability 
categories as proportions of total assets.

Estimates of wealth at a given point in time can be 
affected to a considerable extent by short-term 
fluctuations in asset prices so comparisons between 
individual years have to be made with care. For 
example 1966 was a relatively low year for stock 
market prices so that comparisons between this and

(say) 1972 w ill tend to overstate long-term trends 
in the value of holdings of shares. Most o f the other 
years in our triennial comparisons are neither peaks 
nor troughs. Total assets of households (excluding 
unfunded pension rights but including the assets of 
funded pension schemes) are estimated by DAE to 
have grown from £58*2 billion at the end of 1957 
to £115*5 billion at the end of 1966 and net wealth 
from £51*5 billion to £100-5 billion. Corresponding 
estimates on our basis for 1966 are about £12 billion 
higher in each case. In the ten years from the end of 
1966 to the end of 1976 total assets had grown to 
£367*5 billion and net wealth to £325*3 billion. 
These figures may have little meaning in absolute 
terms w ithout anything to  compare them with. In 
1966 the net wealth of 'households' was about 3*5 
times total personal income and accounted for three 
quarters of the total national wealth: In 1976 It Is 
estimated to  have been 2*9 times total personal 
income, and whereas an accurate estimate of 
national wealth is not yet available, It seems possible 
that the corresponding proportion of total national 
wealth may turn out to be about a half.

The long time series of 18 years throws into sharp 
relief some features of the changing pattern of 
personal wealth that have been remarked upon 
frequently in commentariesonshort-term movements 
but their longer term significance may not have 
received equal attention. Physical assets, which
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Triennial comparisons of households' wealth holdings by broad asset 
and liability type
TABLE 4

£  billion

Line

Assets
Physical a s s e ts .................................
Liquid assets .................................
Stocks and shares ........................
Loans and debtors ........................
Equity in life assurance and super

annuation funds ........................
Total assets ........................

Liabilities 
Mortgages 
Other debts

Total liabilities

8 N et wealth

20-1 25-0 37-5 49-9
13-5 16-3 19-0 22 8
14-3 22-7 26-5 22-1
3-8 4-6 5-1 5-8

6-5 8-5 11-2 14-8
58-2 77-1 99-3 115-5

3-5 4-5 5-9 8-0
3-2 4-8 6-0 7-0
6-7 9-3 11-9 15-0

51-5 67-8 87-4 100-5

71-8
28-9
33-5

4-7

117-9
40-4
48-2

5-1

14-6
126-6

18-8
157-7

28-1
239-7

7-3
7-0

14-3

10-0
7-2

17-2

15-7
11-3
27-0

Triennial comparisons of households' balance sheet proportions
TABLE 5

Percentages of to ta l assets

Line DAE estimates CSO estimates

OAE estimates CSO estimates

1957 I960 1963 1966 1966 1969 1972 1975

187-6
57-3
36-9

7-6

32-2 
321 -5

24-3
13*1
37-4

112-3 1 40-5 212-7 284-0

1957 1960 1963 1966 1966 1969 1972 1975

Assets
1 Physical a ss e ts ................................... 34-6 32-4 37-8 43-2 44-5 45-5 49-2 58-4
2 Liquid assets ................................... 23-3 21 -1 19-1 19-8 19-0 18-3 16-9 17-8
3 Stocks and shares ........................ 24-6 29-5 26-6 19-1 20-9 21-2 20-1 11-5
4 Loans and debtors ........................ 6-5 6 0 5-2 5-1 4-0 3-0 2-1 2-4
5 Equity in life assurance and super

annuation funds ........................ 11-1 11-0 11-3 12-8 11-5 11-9 11-7 10-0
Total assets ........................ 100-0 100-0 100-0 100-0 1000 1000 100-0 1000

Liabilities
€ Mortgages ................................... 6 0 5-8 5-9 6-9 5-8 6-3 6-5 7-6
7 Other debts ................................... 5-6 6-2 6-1 6-1 5-5 4-6 4-7 4-1

Total lia b ilit ie s ........................ 11-6 12-0 12-0 13-0 11-3 10-9 11-2 11-7

8 Net w ealth ................................... 88-4 88-0 88 0 87-0 88-7 89-1 88-7 88-3

accounted for about a third of the total value of 
personal assets at the start of the period, had 
grown to  nearly 60 per cent of the total in the most 
recent years. The somewhat higher figures for con
sumer durables in our estimates compared w ith those 
by the DAE affects this trend only slightly. There has 
been a decline in the proportion of personal wealth 
in the form of liquid assets (cash assets in the 
terminology used by the Royal Commission in 
Report No. 5—cash, deposits with banks and other 
financial institutions and national savings) and an 
even greater fall in the proportion held in the form of 
stocks and shares (government, municipal and 
company securities). But there does not appear to 
have been a corresponding increase in indirect

holdings of securities through life assurance and 
pension funds whose proportion in the total has 
remained constant. Nor has there been much 
change in mortgages and other debtors as a pro
portion of total assets.

In Table 6 we calculate average annual rates of 
growth for tangible assets, financial assets and net 
worth for each of the three-year periods and for the 
18 year period end-1957 to end-1975. Over short 
periods these rates have fluctuated quite a lot. 
reflecting in part the fluctuations in asset prices. 
It is not our task here to discuss the distribution 
of wealth within the sector but it is clear that these 
changes have implications for long-term movements
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Average annual rates of growth for holdings of broad asset and liability types
TABLES

Line Per cent per annum

1957 to 1960 1960 to 1963 1963 to 1966 1966 to 1969 1969 to 1972 1972 to 1975 1957 to 1975

1
Assets
Physical assets .. 7-5 14-5 10-0 8-4 18-0 16-7 12-4

2 Liquid assets 6-5 5-2 6-3 6-4 4 11-8 12-4 8-1
3 Stocks and shares 16-7 5-3 —5-9 8-1 12-9 - 8 - 5 4-3
4 Loans and debtors 6-6 3-5 4-4 - 2 - 7 2-8 14-2 4-7
5 Equity in life assurance 

and pension funds 9-4 9-6 9-7 8-8 14-3 4-6 9-4♦
Total assets 9-8 8-8 5-2 7-6 15-0 10-3 9-4

6
Liabilities
Mortgages 8-7 9-4 10-7 11-1 16-2 15-7 11-9

7 Other debts 14-5 7-7 5-3 0-9 16-2 5-1 8-1
Total liabilities 11-5 8-6 8-0 6-3 16-2 11-5 10-3

8 Net wealth 9-6 8-8 4-8 7-8 14-8 10-1 9-3

in that distribution since it is well established that 
there are differences in the extent to which individuals 
hold different types of assets In the different size 
bands of total wealth. Thus we might expect the 
Increasing importance of dwellings and consumer 
durables and the reduced proportion accounted 
for by stocks and shares each to operate in the 
direction of reducing inequality in the distribution.

possibly of some econometric use, would not give 
an unambiguous measure of persons' economic 
welfare.

Balance sheets, like the financial transactions 
accounts are expressed in pounds of the day. We 
have not attempted to construct constant price 
series. We have shown above how substantial 
changes in the value and importance of different 
assets have taken place over the last twenty years. 
For most physical assets it is possible to distin
guish changes in the quantity held from price 
changes. Constant price estimates of the net capital 
stock excluding land are published in National 
Income and Expenditure 1966-76  (the Blue Book) 
and constant price estimates of the stock of con
sumer durable goods have also been made. But 
for financial claims it is unsatisfactory to deflate 
balance sheet series by asset prices which in 
general reflect nominal interest rates and which, 
for some financial claims such as equities, may 
Include elements of volume changes (for example, 
when profits are retained within a company). 
The composition of a balance sheet is affected by 
changes in relative prices of assets and there seems 
no basis on which 'real' volume changes in physical 
assets can be aggregated w ith nominal volume 
changes in financial ones. An alternative approach 
might be to deflate total net assets by a general 
index of prices, such as the consumers' expenditure 
deflator, to show the growth in command over real 
resources. This might be appropriate, for instance, 
when considering household wealth as a deter
minant of real consumption. But assets are also 
held for reasons other than as a store of consumption 
potential. Dwellings for example, may be held to 
provide a service, changes in the volume of which 
are not necessarily measured by deflation using a 
general index of prices. So a measure of the real 
value of assets constructed in this way, although

Future work

We explained in our introduction that the project 
aimed at producing national and sector balance 
sheets integrated w ith in the national accounts is 
not yet complete. We have given priority over the 
last tw o years to producing the preliminary estimates 
for the personal sector which are presented here. 
There remains much work to be done before 
balance sheets for all sectors can be completed. 
The sectors on which we now need to  concentrate 
are parts of the public sector (mainly local authorities 
and public corporations), the overseas sector, a few 
minor groups of financial institutions, and industrial 
and commercial companies. It is the last o f these 
that poses perhaps the most d ifficu lt problems and 
this sector is important not only in order to  complete 
the system but because of the importance of its 
financial links with the personal and other sectors.

Balance sheet information is available in published 
company accounts but there are difficulties in 
using this for our purposes that need to be resolved. 
Most importantly, at present the analysis o f company 
accounts conducted by the Department of Industry 
covers only large companies in certain Industries 
operating mainly in the United Kingdom. Plans are 
In hand to develop this analysis to cover a representa
tive sample of all companies but some problems 
w ill remain and this extension is not expected to 
bear fruit until 1980 or beyond. As an interim 
measure we hope to analyse a small sample of 
accounts of small and medium sized companies

11
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that shou ld  prov ide in form ation  on  a representative 
basis fo r the sector re lating to  1975. Th is is tim e- 
consum ing  w o rk  and w ith  lim ited resources w e  do 
not expect that it can be com p leted  before the end 
o f 1978  at the earliest. There w ill s till be problem s 
in using  th is  in form ation to  construct ba lance 
sheet estim ates fo r the com pany  sector. Often 
com pan ies do  not prov ide the deta iled  breakdow n 
o f item s such  as investm ents that w e  require. In 
som e cases accoun ts o f U K  subsid ia ries are not 
conso lida ted , and often it is not poss ib le  to separate 
overseas subsid ia ries from  the accoun ts  o f a group 
as w e  need to  do. Furthermore, the va luation  of 
d irect Investment (parent com pan ies ' interests in 
overseas subsid iaries) is rarely on  the market va lue 
basis w e  w o u ld  w ish  to  use. Thus adjustm ents 
w ill be needed, and 'ind irect' m ethods adopted 
a longs ide  the 'd irect' source. In order to  construct 
ba lance  sheet estim ates for the sector.

P rov ided  resources can be m ainta ined on  ba lance 
sheet w o rk  w e  m ight expect that w o rk  on  the other 
sectors, at least in respect o f 1975, cou ld  be 
com p le ted  w ith in  a s im ila r tim esca le  but it is not 
c lear to  w hat extent it w ill be poss ib le  in th is  tim e- 
sca le  to  f ill in gaps in  earlier years and to  update and 
integrate the ba lance  sheet estim ates w ith  the cap ita l 
and financ ia l transactions accoun ts In the national 
a ccoun ting  system . For the com pany  sector, in 
fo rm ation  fo r earlier years m ay never be ava ilab le  so 
that perhaps on ly  very rough estim ates fo r them  
w ill ever be poss ib le . W e w ou ld  hope to  be in a 
pos ition  to  report further progress early in 1979, 
in c lu d ing  en d -1975  ba lance  sheets fo r a ll the  main

sectors and prov is iona l estimates for the personal 
sector as at en d -1977. However, as w e  expla ined on 
page 6, the adjustments needed to exclude non- 
pront-m aking bod ies in order to derive estimates for 
a househo lds ' sector w ill becom e increasinq iv 
suspect unless it is poss ib le  to develop new  sources 
o f in form ation for charities.

Inland Revenue expect to make certain improvements 
to their estate m ultip lie r estimates of wealth  of 
ind iv idua ls  In the com ing year. They hope to publish 
estim ates of w ea lth  by range and type of asset for 
years o f death (estimates at present are based on 
year o f assessm ent). Th is w ill remove most o f the 
d ifference between estate m ultip lie r and balance 
sheet estim ates that w e  have described as due to the 
pattern o f assessments.

W e exp la ined on  page 6 that w e intend to supp ly 
a more techn ica l paper describ ing the sources and 
m ethods w e  have em p loyed; a lso  that Inland 
Revenue hope to  report on the substantia l w ork they 
have carried out investigating the qua lity  o f the 
estate m u ltip lie r estimates and reconc iling  them w ith 
the ba lance sheet tota ls (see articles on pages 14 
and 41). In add ition  various w ork ing  papers 
describ ing  ba lance sheet w ork in government 
departm ents and the Bank o f England are being 
pub lished  o r made available. For exam ple w e  expect 
to pub lish  an artic le in Econom ic Trends early in the 
new  year g iv ing  deta ils o f the estimates for the stock 
o f consum er durab le goods^. W e w ill continue to 
keep the Roya l Com m ission  informed o f deve lop
m ents at o ffic ia l level.

Centra! S tatistical Office

t
■I

A P P E L S
Key '

|ng5 us(

TaDial c/iptiô

1.1̂
a o
1.3.1
1.3i
1.4.0 
1̂ .4
3.1.3
3.1.4
3.1.5 
3i2
323
324
325
327
328
329
3210
3211 
3213
3.4.1 
U2  
IA2
3.4.4 
3.4i
14.6
14.7
15.1 
15 i 
153
33.4 
1 5 i 
153
15.7 
153 
15.11
3.6.4 
16.10 
3.6.17
17.1 
110 
33.0

codf

No«s^"^8t bar^

National savi^ an
National
Building s ^ ^ b a f t k s

British flO «rnm en^ ^  
Northern Ireland govemm^
1̂  authority listed sccunoes 
Other public corporation securr

Listed UK debentures •• 
UnlistBd UK debentures 
Ovefisas government securities 
Listed UK preference shares 
Unlisted UK preference shares
Lis^ UK or̂ nary shares 
Unisted UK ortfinary shares 
Unit trust unte 
Property unit trust units .. 
Retail co-operative shares 
Overseas ordinary, preference ai 
Property overseas ..
Short-term loans not eisewhere
Ijjng-term loans to local author 
Other long-tenn kaitt 
Trade ̂  other debtors m the I
^uity in Bfe asswance and pen
Accrued interest tax. etc..

427
4.11
4.14
4.15 
4.6.14 
4.115 
4.117
4.7.0
43.0
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A P P E N D I X
Key to asset groupings used in the tables

Table 1

4.3.7
4.6.1
4.6.4
4.6.5
4.6.14
4.6.15 
4.6.17
4.7.0
4.9.0

• %

code and description  
A s se ts
Stocks and work in progress 
Vehicles, plant and machinery
D w e l l i n g s ..................................
Other developed land and buildings 
Agricultural and other land 
Consumer du rab les..
Notes and coin 
Sight deposits at banks 
Other sight deposits 
Other bank deposits 
National savings deposits 
National savings certificates and bonds 
Building society shares and deposits 
Deposits w ith savings banks 
Deposits w ith other financial institutions 
S A V E : index linked 
S A V E : other ..
Temporary deposits w ith local authorities
Certificates of tax d ep o s it......................
British government securities 
Northern Ireland government securities.
Local authority listed securities and negotiable bonds 
Other public corporation securities 
Listed UK  debentures 
Unlisted UK  debentures 
Overseas government securities 
Listed UK preference shares 
Unlisted UK  preference shares 
Listed UK  ordinary shares 
Unlisted UK  ordinary shares 
Unit trust units 
Property unit trust units 
Retail co-operative shares 
Overseas ordinary, preference and debentures 
Property overseas
Short-term loans not elsewhere included 
Long-term loans to local authorities 
Other long-term loans 
Trade and other debtors in the UK  
Equity in life assurance and pension funds 
Accrued interest, tax, etc. • «

L ia b ilit ie s
Commercial b i l l s ..................................
Bank loans and advances.......................
Short-term loans not elsewhere included 
Hire purchase and other instalment debt 
Loans for house purchase
Other public sector lo a n s .....................
Other long-term loans 
Creditors and accounts payable .. 
Accrued interest, tax, etc.

N e t w e a lth

Table 2 Table 3 Tables 4— 6
line line line

• • IJ 1 1
II 2 1•J 3 1• • Jl 4 1• • IJ 5 1
III 6 1
iv 7 2
IV 8 2
IV 9 2
iv 8 2
iv 9 2
iv 9 2
iv 10 2
IV 9 2
iv 11 2
iv 9 2
iv 9 2
iv 11 2
iv 11 2
V 12 3
V 12 3
V 18 3
V 17 3
Vi 13 3
vii 15 3
V 17 3
vi 13 3
VII 15 3
Vi 14 3
vii 15 3
vi 16 3
— —
X 17 3
X 17

excluded
3

X 11 2
X 18 3
X 17 4
X 19 4
viii and ix 20 5
X 19 4

XII 21 7
xir 21 7
XII 23 7
Xtl 23 7
xi 22 6
xii 23 7• • XII 23 7
XII 24 7% • XII 24 7

• • • XIII 25 8
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The role of personal sector balance sheets in 
the national accounting system and sources 
and methods used to compile them
D. J . REID , C en tra l S ta tis tic a l O ffice.

The subm iss ion  o f ev idence  by the Centra l S tatistica l 
O ffice  to  the Roya l Com m iss ion  on  the D istribution 
o f Income and W ealth  (reprinted on page 3) c o n 
centrated on  estim ating total personal w ea lth  using 
a ba lance sheet approach. A  personal secto r ba lance 
sheet can  a lso  be seen as one e lem ent in a system  of 
national and secto r ba lance  sheets w h ich  form  part o f 
a nationa l a ccoun ting  system . The deve lopm ent of 
such  a system  fo r the Un ited  K ingdom  is described 
in a recent article5,i2 jn S ta tis tica l New s. Here, w e 
sha ll look  at the personal secto r ba lance  sheet more 
from  a nationa l a ccoun ting  v iew p o in t and f ill in the 
de ta ils  o f sta tistica l sources and m ethods used to 
constru ct the estimates.

Balance sheets in the national 
accounting system

The fram ew ork that un ifie s most o f the macro 
e conom ic  sta tistics p roduced by governm ent is the 
Nationa l A ccoun ts . Th is system  of so c ia l accoun ts at 
present concentrates on the transactions in the 
econom y, that is, it is large ly concerned  w ith  trans
actions betw een econom ic  agents. A t  present the 
position  o f the econom y in terms o f the d isposition  
o f resources receives less com prehensive  attention, 
a lthough there is a long  h istory o f sta tistics on 
certa in  aspects (e.g. m oney stock, s to ck  o f fixed 
cap ita l, nationa l d e b t ) : the sta tistics are incom plete, 
not standard ized and, un like  the in form ation about 
transactions, not un ified  in an accoun ting  fram e
work. Thus the state o f one resource cannot be 
related eas ily  to  that o f another in terms of am ounts 
held by d ifferent sectors o f the econom y. Ye t stock 
in form ation is po ten tia lly  va luab le  in assessing the 
cond ition  o f the econom y and form ulating po licy.

Changes in the state o f the econom y can result from 
factors other than transactions. For exam ple the 
d istribu tion  o f land and bu ild ing s between sectors of 
the econom y (in va lue terms) w ill be affected not 
on ly  by transactions but a lso  by m ovem ents In 
property p rices; agricu ltura l land, dw e llin g s  and 
industria l and com m ercia l property prices m ay move 
in d ifferent ways. The soc ia l accoun ting  system  cou ld  
be com pleted if estim ates of the d isposition  of 
resources at the start o f an accoun ting  period were 
ava ilab le and cou ld  be linked— through the trans-

14

actions account, and revaluations and other recon 
c ilia tion  items— to estim ates o f the c losing  d isposition  
(w h ich  w ou ld  o f course be the open ing state for the 
next accoun ting  period).

It may be helpfu l to  show  how  the various types of 
accoun tfittoge the r in the national accounting  system 
and how  they record the various types of econom ic 
activ ity  that take place. Figure 1 attempts to do  th is 
a lthough it inev itab ly  invo lves many sim plifications, 
and various links and activ ities that cou ld  be shown 
are not show n. The purpose of th is diagram is to 
capture the masn features of the econom ic system in 
terms of econom ic processes (shown as diam ond 
shaped boxes) and the statistica l concepts that are 
used to  record the results o f those processes 
(rectangles). It is not intended as a complete 
descrip tion  of h ow  the econom y w orks but rather 
to  sh o w  the w ay  in w h ich  the national accounting 
system  attempts to measure the concepts involved. 
The 'current' activ ities, production, consum ption, 
etc., feed through v ia the balance on the income 
and expenditure accoun t (saving), together w ith 
investment, in to the cap ita l finance account which, 
after a llow ing  for revaluations resulting from  price 
changes and other reconcilia tion  items, expla in the 
change in each accounting period between the 
open ing  and c lo s ing  stocks in the national and 
sector ba lance sheets.

The open ing sto ck  and d istribution o f resources w ill 
in fluence to som e extent each o f the econom ic 
processes during the period under d iscussion. 
P roduction  w ill be affected by the stock o f fixed 
cap ita l (m achines, etc.), by  w ork ing  capital In the 
form  of materials and w ork in progress, and perhaps 
by the financ ia l restraints on the productive, investing 
and consum ing sectors o f the econom y. The market 
m echanism  w ill reflect the desires o f econom ic agents 
to change the ir ho ld ing  of physica l and financial 
assets through the a llocation  o f output between 
consum ption  and investment, and also the financia l 
constra ints (liqu id ity, borrow ing potential, etc.) 
w h ich  may restrict their ab ility  to do  so. Current 
transfer payments .may inc lude redistributive actions 
o f governm ent based on the d istribution of resources, 
but w ill a lso consist o f property incom es such as ren t 
d iv idends and interest resulting from the ownership 
o f resources. Capita l transfers may also be based 
on the open ing d istribution of resources. Finally 
financ ia l Intermediation is the process whereby 
sav ings and investm ent are equated through 
transactions in various financia l c la im s and the stock 
and d istribution  of these cla im s may affect the 
transactions in the current period: there may also 
be an elem ent o f readjustment o f portfo lios where 
open ing ho ld ings differ from desired holdings.

I
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For ind iv idua l sectors o f the econom y there are 
d iffe rences in em phasis betw een the various accoun ts 
and betw een ind iv idua l item s w ith in  the accounts. 
W e are concerned  here w ith  the personal sector so 
w e  sha ll restrict d iscuss ion  o f the uses o f ba lance 
sheets to  those  that are particu la rly  re levant to  the 
personal sector. B u t the various sector accoun ts 
lo ck  together so  that the need fo r a particu lar type o f 
a ccoun t for another secto r w ill often be a supporting  
argum ent fo r p roducing  that accoun t for the personal 
and other sectors too.

It is appropriate here to de fine  the personal sector in 
the national accounts. It Is m ade up first, and mainly, 
o f ind iv idua ls  resident In the Un ited  K ingdom  and 
governm ent o ff ic ia ls  and members o f the armed 
fo rces sta tioned ab road; se cond ly  it in c ludes all so le  
traders, partnersh ips and other un incorporated 
businesses; and th ird ly, private trusts, and non- 
p ro fit-m ak ing  in stitu tions serving persons. For lack 
o f a better one w e  use the term 'hou seho ld s ' fo r the 
personal secto r as de fined  above but exc lud ing  non- 
p ro fit-m ak ing  institu tions, a lthough  c learly  th is 
Includes m ore than the conven tiona l m ean ing of the 
term. In the personal secto r ba lance sheet the assets 
and liab ilit ie s  o f un incorporated  businesses, w h ich  
legally, and often in fact, are not d is tingu ished  from  
those  o f the ir proprietors, can be treated as the 
proprietors ' share In the business. The m ain d ifference 
in treatm ent in secto r ba lance  sheets betw een an 
un incorporated  business and a private com pany 
Is tha t In the latter case the ow ners ' c la im  on the 
business w o u ld  be in the form  o f o rd inary  shares 
rather than a p roportion  o f the phys ica l assets, bank 
deposits, debtors, creditors, etc. Thus h is wealth  
w o u ld  be b road ly  speak ing  s im ila r but the asset 
com pos it ion  o f it w o u ld  be different. Certain types of 
private trusts m ay not be ow ned  by  'househo ld s ' 
but, excep t w here  they are charitab le, thebene fic la ries 
are norm ally  Ind iv idua ls and, as the trusts ' assets 
canno t be identified , they  have to  be Included in 
the  'househo ld s ' sub-sector.

Ba lance  sheets for the personal secto r m ay be useful 
in fou r main w ays. They p rov ide  the best m eans of 
estim ating the total s ize and com pos ition  o f personal 
w ea lth  w h ich  can be used as con tro l to ta ls for 
estim ates o f its d istribution . Th is use Is deve loped  in 
the  subm iss ion  and w e  need say  noth ing  further 
about it here. S e con d ly  they are usefu l in under
stand ing  econom ic  activ itie s o f persons such  as 
consum ption  and portfo lio  adjustment. Th ird ly  they 
g ive  rise to  a m ore com prehensive  measure o f Income 
com pris ing  consum ption  p lu s  the  change In wealth  
and em bracing  th ings like cap ita l ga ins that are not 
treated as in com e in the accoun ts at present. F ina lly  
the  add itiona l in form ation  is expected to  im prove 
the  qua lity  o f a range o f ex isting  statistics.

T o  deve lop  these reasons a little  further, there is a 
good  dea l o f literature and em pirica l precedent for 
Includ ing w ea lth  effects am ong the determ inants of 
consum ption . These effects m ay be through rising 
asset prices stim u lating  consum ption  or through 
liq u id ity  and bo rrow ing  cond itions* . The age 
structure o f certain physica l assets such  as consum er 
durables, estim ates o f w h ich  are made in the course

* An drticio by J. C. Townend {Bsnk of England QuBrierty Bulletin, March 
1976 pp 63*73) investigates the relationship between personal holdings 
of liquid assets and consumption expenditure.
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o f ca lcu la ting  the stock, m ay itself be useful In 
p red icting  expenditure on replacement assets 
Further, a personal sector ba lance sheet may con 
tribute to an understand ing o f econom ic behaviour 
by prov id ing  inform ation on  portfo lio  com position 
adjustments, and the effects o f in flation on the 
various assets and liab ilit ies he ld : it may also 
dernonstrate areas where new  savings media m ight 
be developed. ^

Ano the r w ay  of look ing  at changes in wealth is to 
mgard them  as part o f a w ider defin ition  of income. 
Cap ita l ga ins are excluded at present as are the 
w ind fa ll gam s such  as gifts, legacies, and lottery 

arid betting w ins. These latter items are redistributive 
w ith in  the personal sector but capital ga ins and 
losses affect tota l personal wealth. In a com plete 
accou riting  system  they w ou ld  be inc luded in the 
reconc ilia tion  accoun t a long w ith  adjustments to 
take accoun t o f changes of sector (e.g. Incorporation 
o f un incorporated businesses, m igration o f house
holds) and certain other non-cash  transactions such 
as w rit in g -o ff bad debts or obso lescent assets 
Certain environm ental changes can also be accounted 
for in c lud ing  the g row th  of standing timber and 
d iscoveries or changes In the va lue of mineral 
deposits. In such  an accoun ting  system income, net 
o f deprecia tion  and d irect taxes, cou ld  be defined as 
consum ption  expenditure p lu s  the change in net 
w ea lth  o f the sector.

Improvements to  macro econom ic statistics may take 
a num ber o f forms. The accounts that are already 
constructed, particu larly the capital and financia l 
transactions accounts, cou ld  be used fo r their 
proper purpose— recording cash transactions on ly—  
if a reconc ilia tion  accoun t were ava ilab le fo r record
ing non-cash  items. The qua lity  o f the estimates 
them selves m ight be improved as a result o f the use 
o f the more com plete accounting  fram ework w h ich  
ba lance sheets provide. Thus a check  on certain 
transaction items m ight be provided by information 
on changes in the level o f hold ings. If It became 
poss ib le  to  tap the pub lished accounts and balance 
sheets o f com pan ies th is  a lso m ight lead to  im prove
m ents and, hopefu lly, a reduction in the unidentified 
and ba lancing  items in the national accounts. 
Ba lance  sheets m ight a lso  lead to improvements in 
the Income and expenditure accounts. Property 
incom e such  as rents, d iv idends and interest pay
ments m ight be a llocated between sectors more 
accurate ly w hen information is availab le on the 
sector ow nersh ip  of the assets on w h ich  these 
paym ents arise.

Annual balance sheets for the 
personal sector

In the subm ission  (Table 3 on page 9) an annual 
series o f ba lance sheets for the period 1966—76 was 
g iven fo r the household sector— that is the personal 
sector less non-pro fit-m aking institutions. This
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secto r de fin ition  w as the m ost appropriate fo r the 
purposes o f the Roya l Com m iss ion , bu t does not 
correspond w ith  the personal secto r In the nationa l 
accounts. Tab le  A  on  page 25  g ives equ iva len t 
estimates fo r the w h o le  personal sector. These 
estimates are prov is iona l and in a num ber o f cases 
are pro jections from  the more accurate  (bu t still 
p rovisional) estim ates fo r 1975  In Tab le  1 on  page 5. 
Thus they have been rounded to  the nearest 0.1 
b illion.

One d ifference In coverage betw een Tab le  A  and the 
correspond ing tab le  in the subm iss ion  (Tab le  3 on 
page 9) Is that the sto ck  o f consum er durab le  goods 
w as inc luded  as part o f w ea lth  in the subm iss ion  but 
is exc luded here. The reason fo r th is  d iffe rence  is that 
in Tab le  A  w e  aim  fo r cons is tency  w ith  the nationa l 
accoun ts w hereas the ba lance sheet in the su b 
m ission w as draw n up m ore from  the po in t o f v ie w  of 
estim ating tota l personal w ealth . In the U K  nationa l 
accoun ts durab le goods, that is those  consum er 
goods that last and p rov ide  a se rv ice  over a period 
o f at least a year, are regarded as being consum ed  
im m ediate ly they are purchased: they  are part o f 
consum ers ' expend iture and do  no t appear In the 
cap ita l account. If these goods w ere  to  be cap ita lized  
then, log ica lly , one shou ld  im pute in com es to  the ir 
ow ners and correspond ing expend itu res on  the 
services provided. Instead they are treated as part 
o f consum ers' expend iture and show n  as a m em o
randum  item on ly  in the ba lance  sheet. T h is  treatm ent 
Is in line w ith  the Un ited  N ations draft gu ide lines on 
ba lance sheets^s.

Outline of statistical sources

The national accoun ts are constructed  from  a w ide  
variety o f d ifferent sources o f in form ation. The jo b  of 
the statistic ians concerned is to  assess and reconc ile  
these sources and to  incorporate the in form ation  
they conta in  into an accoun ting  fram ew ork so  that 
the overall p icture they convey  is in te rna lly  c o n 
sistent, and p laus ib le  in term s o f o ther in form ation 
about the econom y that canno t be quantified  or 
brought into the estimates. M u ch  o f the w o rk  Is 
necessarily subjective. The accoun ts are in the form  
of tim e series w h ich  are know n  to be non-stationary, 
that is their mean, variance and other statistica l 
properties vary ove rtim e . O f course w here inqu iries 
are conducted to co lle c t new  data these are designed 
w ith  due regard to appropriate statistica l theory 
and m ethods but there are m any areas w here the 
basic sources are de fic ien t partly because the cost 
o f im proving them  w ou ld  be proh ib itive. Thus for 
example it m ay no t be practicab le fo r the sam pling 
frames for Inquiries, and representative panels o f
respondents, to  be kept up -to -da te  between the 
period ic bench mark inquiries.

Theaccoun ting  fram ework im posesconstra in tsw h ich
are helpful in the task. G ross dom estic p roduct for

in stance  can be m easured e ither from  expend itu re  
sources, o r from  in com e sources, o r from  ou tpu t data. 
T h is  p rov ides a series o f ch e ck s  on  the estim ates; 
these checks  can  a lso  be app lied  at va riou s  leve ls  o f 
d isagg regation  such  as lo o k in g  at ou tpu t and in com e 
generated in an in d iv idua l industry. A n o th e r exam p le  
is tha t sav ing s can be estim ated e ither as to ta l in com e 
le ss  d irec t taxes and con sum p tion  expend itu re  o r as 
the tota l o f expend itu re  on  tang ib le  p lu s net f in an c ia l 
assets. In these exam p les the  d iffe ren t app roaches 
w ill no rm a lly  lead to  d iffe ren t estim ates o f the sam e 
co n cep t and these d iffe rences are sh ow n  up e xp lic it ly  
in the a ccoun ts  as res idua l errors o r un iden tified  
ba lan c ing  items. N o  attem pt is m ade to  fo rce  the 
a ccoun ts  to  ba lance  by them se lves a lth ough  the 
p resence o f large ba lan c ing  item s is o ften  taken  as a 
w a rn ing  s igna l and can  lead to  a re -exam ina tion  o f 
in d iv idua l item s in the accoun ts. T h is  d ive rs ity  o f 
sources, w h o se  qu a lity  is o ften  no t accu ra te ly  know n , 
a lso  a ffects the estim ation  o f secto r ba lan ce  sheets. 
F in anc ia l assets he ld  by on e  secto r m ust be issued 
by, and therefore a lia b ility  of, som e o ther se c to r or 
sectors. They can, in p rin c ip le , be estim ated  e ither by 
add ing  up the am oun ts he ld  as assets or the  am oun ts 
sh o w n  as lia b ilit ie s  o f the  issuers. In th is  sense  they  
in terlock. H ow ever, even w hen  it is po ss ib le  to 
ob ta in  estim ates from  both sou rces they  w ill no rm a lly  
d iffer, som etim es m arked ly, because  o f s ta tis tica l 
p rob lem s (sam p ling  and m easurem ent errors, etc.). 
In the case  o f f in an c ia l tran saction s and ba lances 
he ld  It w o u ld  be unhe lp fu l to sh o w  sta tis tica l 
b a lan c ing  item s on every lin e  o f the a ccoun ts  so  
w here  tw o  o r m ore estim ates o f the  sam e item  are 
ava ilab le  (and th is  is by  no m eans the  ca se  in 
p ractice  w ith  all f in an c ia l c la im s) then  a ch o ic e  has 
to  be m ade based on  the  re liab ility  o f the va riou s 
estim ates and on  con s ide ra tion s o f co n s is te n cy  w ith  
other data. S om e  o f the sou rces o f in fo rm atio ri used 
are described  in  th is  sec tion  as a p re lude to  m ore 
deta iled  descrip tion  o f the m ethods adop ted  fo r 
estim ates o f the  in d iv id u a l ba lan ce  sheet items.

M o re  than ha lf o f a ll f in an c ia l c la im s in  the e conom y 
in vo lve  banks and other fin an c ia l in stitu tions, e ither 
as Issuers or as ho lders. Thus a co rne r-s tone  o f the 
ed ifice  o f f in an c ia l s ta tis tics  Is a system  o f Inquiries to  
banks and the various g roups o f o ther fin an c ia l 
institu tions. These  inqu iries are be ing  overhau led  and 
are described  m ore fu lly  in  an a rtic le  in S ta tis tica l 
A/ews'̂ .̂ W hen  the rev iew  is com p le te  there w ill be 
an integrated se t o f returns fo r each g roup  of 
in stitu tions, in c lu d ing  a ba lance  sheet at 31 
Decem ber each  year, and assets and lia b ilit ie s  w ill be 
b roken -dow n  as far as poss ib le  b y  the  issu ing  or 
h o ld ing  sectors. These  returns are be ing  used to 
constru ct secto r ba lance  sheet estim ates fo r in 
d iv idua l g roups o f f in an c ia l in s titu tion s (see fo r 
exam ple B ank  o f Eng land  Quarterly B u lle tin  
Decem ber 1973  and Ju n e  1975)^. They a lso  p rov ide  
in form ation  on  certa in  assets and lia b ilit ie s  he ld  or 
issued by other sectors, e.g. the persona l sector, and 
estim ates derived from  th is  'coun te rpart' in form ation  
are cons ide rab ly  better than estim ates based d irec tly  
on  observ ing  persona l secto r ho ld ings. Counterpart 
estim ates are those derived from  the  oppos ite  party 
to  a transaction  or c la im  from  the one w h o se  ba lance  
sheet is be ing  estim ated. A  certa in  am ount o f 
counterpart in form ation  (from  the po in t o f v ie w  o f 
the  persona! sector) Is a lso  ava ilab le  from  the 
accoun ts o f the p u b lic  sector, pa rticu la rly  centra l 
governm ent.
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The good  qua lity  ba lance sheet Information on 
banks, other financ ia l in stitu tions and parts o f the 
pub lic  sector can a lso  be used ind irectly  in co n 
junction  w ith  d irect in form ation on  other sectors to 
produce residual estim ates for the personal sector. 
If the total am ount o f a financ ia l c la im  in issue is 
know n  and provided ho ld ings by other sectors are 
sm all or can be estim ated sa tisfacto rily  from  direct 
sources, then the rem ainder w hen  these ho ld ings 
have been subtracted is an estim ate o f personal 
secto r hold ings.

Estim ates o f ho ld ing s of certain assets can be 
obta ined from  the estate m u ltip lie r m ethod used by 
the Inland Revenue, described on page 41. Th is 
source  has been used o n ly  fo r those Items w here 
a lternative estim ates are no t availab le. In those cases 
w here  it is used the gaps are though t to  be less 
im portant because the items— unlisted com pany 
securities and loans betw een Ind iv idua ls on  m ortgage 
o f property— are held m a in ly  by those  sub ject to 
estate duty. B u t ad justm ents for the pattern of 
assessm ents— tim e-lags on  assessm ents o f un listed 
securities are often substan tia l— and adjustm ents for 
certain exc luded  trust property still need to  be made 
and m ust be very approxim ate.

Inform ation in the transactions accoun ts is another 
sou rce  from  w h ich  ba lance  sheet estim ates can be 
constructed . If the s to ck  o f an asset Is know n  at 
som e po in t in tim e, then th is  can be updated by 
add ing  on  acqu is it ion s and deducting  d isposa ls  and 
losses th rough  deprecia tion , and tak ing  accoun t of 
va lua tion  changes w here  appropriate. Th is is ca lled  
the  perpetual inventory m ethod w h ich  has long  been 
used to  constru ct estim ates o f the sto ck  o f fixed  
cap ita l that are pub lished  in the annua l national 
in com e and expend itu re B lue  Book. U se o f th is  
m ethod to  construct estim ates o f the sto ck  of 
consum er du rab le  goods is described  by Ca lder 
in the M a rch  1978  issue o f Econom ic Trends^, 
reprinted on  page 26. A  starting sto ck  is unnecessary 
fo r physica l assets if the  transactions data is 
ava ilab le  fo r a period, prior to  the first s to ck  estim ate 
required, at least as long as the m axim um  'life ' o f the 
asset. It is a lso  a useful m ethod o f Interpolation 
betw een tw o  estim ates o f the sto ck  outstand ing  by 
using  transactions and price  in d ices in the in 
te rven ing  periods.

For certain types o f debt w here ho lders are registered 
it is poss ib le  to  condu c t sam p le  surveys o f ow nersh ip . 
The  m ost im portant use o f th is  techn ique  Is to 
estim ate the ow nersh ip  o f o rd inary shares of listed 
U K  com pan ies and is described by Erritt and 
A lexande r In the Septem ber 1977 issue o f Econom ic 
Trends^. The sam p ling  techn ique  norm ally  invo lves 
tw o  stages. First, a ll the  ord inary share issues of 
U K  com pan ies listed on the S to ck  Exchange are 
sam pled w ith  the sam ple  stratified by type o f share, 
type  o f com pany and market va lue in issue. Second ly , 
a sam ple o f ind iv idua l ho ld ings is taken from  each 
Issue sam pled. H o ld in g s  are c lass ified  by type of 
ho lder and g rossed -up  to  produce a d istribution  of 
registered ow nersh ip  o f a ll such  shares. Bu t for 
ba lance  sheet purposes w e  require to know  the 
benefic ia l ow nersh ip  rather than the registered 
ow nersh ip— the tw o  d iffer because in a num ber of 
cases shares are registered in the names o f riom inees 
o r trustees. Estim ates o f benefic ia l ow nersh ip  can be 
obta ined by m eans o f a fo llo w -u p  survey In w h ich
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the main nom inee com pan ies are asked to provide an 
ana lys is o f the u ltim ate ow ners o f a sample of their 
registered ho ld ings, and a sample o f other holders 
are asked w hether or not they are beneficia l owners 
of the shares registered in the ir name.

A  sm all sca le debt register survey has also been 
carried out on lo ca l authority debt but th is d id not 
in c lude  the supplem entary ana lysis o f nom inee 
ho ld ings. These were identified where possib le at the 
first stage and a llocated  on the basis o f the share 
register survey and other information. The survey 
concentrated on non-negotiab le  debt, that is debt 
Instruments that cannot be bought and so ld  in the 
market. It is by  far the m ost im portant type, and the 
survey covered 40  authorities in England and W ales 
stratified by size and type of debt (bonds and other 
loans and mortgages). Response w as very h igh and 
g rossed -up  results were supplem ented by a previous 
loan deb t survey w h ich  a lso  covered Sco tland  and 
Northern Ireland (described in Econom ic Trends, 
Janua ry  1969)^5 and quarterly borrow ing In
form ation to convert it to a com m on reference date. 
A  supplem entary study has been carried out on 
negotiab le  debt, using inform ation from various 
sou rces in c lud ing  the S to ck  Exchange for total 
am ounts in issue, d irect returns by financia l in 
stitu tions and inform ation obta ined from  the analysis 
o f certain s to ck  registers. The results, w h ich  were 
not ava ilab le  in tim e to be used in the subm ission, 
w ill be incorporated into revised estimates o f fu ll 
sector ba lance sheets. O n ly  a sm all num ber of 
authorities issue listed securities; negotiab le bonds 
are w id e ly  issued but held predom inantly by banks 
and other financ ia l institu tions where d irect returns 
prov ide a better source o f information.

Methods used for individual items

W e describe be low  the w ay in w h ich  estimates of 
the main item s in the ba lance sheet were constructed. 
The append ix  summarises those descrip tions and 
f ills  In deta ils for the m inor items (be low  £500 
m illion  in 1975) and those that are described more 
fu lly  e lsewhere or taken from  already published 
sources.

Estimates fo r dw ellings and other bu ild ings  are, in 
princip le , at market va lues and include the value of 
land. The m ethods em ployed were sim ilar to those 
used by M o y le  in the w o rk  by the Department of 
A pp lied  Econom ics, Cam bridge (DAE)^ described by 
Revell. Estimates are constructed from rating 
statistics w h ich  cover the w ho le  United K ingdom  
on a fa irly uniform  basis. A s  a measure o f annual net 
rental incom e it shou ld  be possib le to capitalize 
rateable va lues to  g ive a reasonable approximation 
to  aggregate market values. The estimates use 
conversion factors from net rental to market values 
that are based on properties recently so ld ; these are 
constructed by the Inland Revenue and the Depart
m ent of the Environment. They were applied to the
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1973 rating va luation  lis ts w ith  rateable va lues 
adjusted in other years by m ovem ent in an index o f 
net rents. The total estim ated market va lue o f 
d ifferent types o f property w a s  then  a llo ca ted  to  
sector o f ow nersh ip  using  in form ation  from  various 
sources in c lud ing  the Fam ily  Expend iture and 
General H ouseho ld  Surveys, perpetual inventory 
models, and the rateable va lue  list. S im ila r m ethods 
were used fo r industria l and com m ercia l property 
and fo r unrated property. Unrated property he ld  by 
the personal secto r cons is ts  m a in ly  o f bu ild ing s 
under construction , churches, and agricu ltu ra l land 
and property and these had to  be estim ated in 
d iv idua lly . The  m ost im portant com ponen t— farm  
land and bu ild ing s— w as estim ated us ing  data on 
farm  sizes and prices m ostly  p rov ided  by the 
M in is try  o f Agricu ltu re , F isheries and Food.

N otes and  co in  are one o f the m ost d iff icu lt ba lance  
sheet item s to  estimate. D irect approaches based on 
observ ing ho ld ing s by ind iv idua ls  (e.g. estate 
m ultip lie r or sam ple survey estim ates) are unre liab le  
for a varie ty o f reasons. For exam ple the  estate 
m ultip lie r estim ates have the obv iou s  d raw back  
o f exc lud ing  ho ld ing s by the poorest ha lf o f the 
popu la tion  and o f poss ib le  evasion. In add ition , the 
dy ing  often have less need o f cash fo r day  to  day 
purposes so  estim ates are like ly  to  be b iassed for 
that reason. A  residual approach Is a lso  un sa tis 
factory, but is the best one  ava ilab le . It is u n 
satisfactory because the estim ates it p roduces for 
personal ho ld ings are fa r greater than w o u ld  be 
required by persons fo r transactions purposes on  any 
reasonable assum ption and because ho ld ing s  by 
certain other sectors are p robab ly  understated— for 
most sectors it is no t poss ib le  to  d is tingu ish  notes 
and co in  from  other cash item s su ch  as current bank 
deposits. Furthermore, ho ld ing s are know n  to  be 
sub ject to  a fa irly  strong 'd ay  o f the w eek ' e ffe c t 
Despite its shortcom ings the residual approach  has 
been used and has resulted in 82  per cen t o f the total 
held outs ide  the banking secto r be ing  a llo ca ted  to 
persons. O n ly  about 30  per cent appears to  be 
justified  on  m ain ly 'transactions use' g rounds; a 
substantia l part o f the rem ainder m ay be hoard ing  
and a preference to  use cash  rather than the m oney 
transfer system  in som e sections o f society.

H old ings o f B ritish  governm ent securities  are 
estimated by residual. From estim ates o f the tota l 
market va lue o f securities in issue (exc lud ing  o ffic ia l 
ho ld ings) were deducted estim ated ho ld ing s by the 
banking sector, other financ ia l institu tions, industria l 
and com m ercia l com pan ies and overseas residents. 
For some sectors, e.g. banks prior to  Decem ber 1975, 
insurance com pan ies prior to  Decem ber 1976, 
bu ild ing  soc ie ties and industria l and com m ercia l 
com panies, market va lues have to  be estim ated from  
book va lue information. H o ld ing s by loca l authority 
pension funds had to be converted to  end -ca lendar 
year dates from  the ir ba lance sheet date of 31 M arch . 
The sm all am ounts held by lo ca l authorities and 
pub lic  corporations are o n ly  reported at nom ina l 
va lues at 31 M arch , and a lso  had to be converted to 
end-year market values.

L isted  debenture and loan  stock  o f U K  com pan ies 
are a lso estimated by residual. Information used by 
the S tock  Exchange for the ir statistics o f securities in 
issue w as analysed so that an adjustm ent from  
low er market to m id-m arket price cou ld  be made. In

ca lcu la tin g  the residual persona l secto r ho ld ing s, 
lo ca l au thorities and p u b lic  co rpo ra tion s are assum ed 
to  ho ld  none and Industria l and com m erc ia l 
com pan ies per cen t o f the tota l in lin e  w ith  D A E  
figures. For sectors that do  no t d is t in gu ish  betw een  
the d iffe ren t types o f fixed  in terest securities, 
9 0  per cen t o f the tota l h o ld ing s  are assum ed to 
be debentures and 10  per cen t preference shares.

Estim ates fo r lis te d  ord inary shares are residua ls, 
tho se  fo r en d -1 9 7 5  are m ostly  based on  the share 
reg ister survey. For a few  secto rs a lte rnative  estim ates 
based on  d irec t returns in fo rm ation  have been used 
w here  th ey  are cons ide red  to  be m ore accu ra te  or 
m ore con s is ten t w ith  the  flow s . Returns, and 
perpetua l in ven to ry  m ode ls  based on  the  1975  
bench  mark, have been used fo r o the r years. A  large 
part o f the  share reg ister estim ate  fo r 'o the r f in an c ia l 
c o m p a n ie s '!  appears to  co ve r h o ld ing  com pan ie s  
w h ich  are no t part o f the o ther fin an c ia l in s titu tion s 
se c to r in the fin an c ia l a cco u n ts  and  have been 
rea lloca ted  to  industria l and com m erc ia l com pan ies. 
F igures used fo r in d iv idua l secto rs  are sh o w n  in 
Tab le  B on  page 25.

U n lis ted  com pany secu ritie s  canno t be estim ated  by 
counterpart o r residua l m ethods because  the tota l 
am oun t issued is no t know n . T he  figu res are based 
on  the estate m u ltip lie r w ea lth  estim ates. A llo w a n ce  
needs to  be m ade fo r b ias resu lting  from  the pattern o f 
assessm ents and fo r gaps in  cove rage  su ch  as 
secu ritie s  he ld  by certa in  trusts and b y  n on -p ro fit-  
m aking in stitu tions. These  ad justm en ts are 
necessarily  very app rox im ate  and the estim ates are 
therefore sub je c t to  large m arg ins o f error. D iffe ren t 
types o f fixed  in terest secu rit ie s  are no t d is t ingu ished  
in  the  estate du ty  s ta tis t ics  and have been a llo ca ted  
90  per cen t to  deben tu res and 10  per cen t to  
preference shares.

U n it trust un its  are he ld  p redom inan tly  by  the 
personal secto r bu t som e un its  are he ld  by in su rance  
com pan ies, investm ent trusts and pens ion  funds. 
Persona l secto r h o ld ing s  are estim ated by residua l as 
the tota l va lue  o f the  fu n d s  at b id p r ice  va lue  after 
deductin g  h o ld in g s  b y  in su rance  com pan ies. Invest
m ent trusts and pens ion  funds. T h ey  are ob ta ined  
from  secto r ba lance  sheet estim ates fo r u n it trusts 
w h ich  are based on  figu res at o ffer p rice  va lue  
supp lied  by the U n ItT ru s t A sso c ia t io n  and pub lished  
In F in an c ia l S ta tistics, T ab le  8.10. The  b id p rice  is 
the p rice  at w h ich  the m anagers o f the  trusts w ill 
buy  in un its  from  ho lders and is no rm a lly  low e r than 
the o ffer p rice ; the d iffe rence  re flects the  spread 
betw een quoted  buy ing  and se lling  p rices on  the 
S to ck  Exchange o f the secu ritie s  in w h ich  the fu nd  
has invested, stockb rokers ' com m iss ions, stam p 
du ties and other m anagem ent costs  o f the trusts.

Overseas secu rities  he ld  by the  persona l se c to r are 
estim ated by residual from  the tota l h o ld ing  by all 
dom estic  sectors based on  Bank  o f Eng land 
estim ates of U K  external assets. The estim ate  fo r the 
personal secto r w as d iv ided  betw een  overseas 
com pany  and overseas governm ent secu ritie s  on  the 
basis o f estate du ty  in form ation.

t  Excluding insurance companies, pension funds, Investment trust com 
pani68 and unit trusts.
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Long-term  loans to lo c a l authorities were estimated 
us ing  the debt register survey described on page 18, 
together w ith  d irect returns. There appear to  have 
been im portant changes In the form  o f debt instru 
m ents issued by loca l authorities, and the corres
pond ing  debt ho ld ing  sectors, s in ce  the D A E  at 
Cam bridge  made the ir estimates. N on -nego tiab le  
lo ca l au thority  bonds o f re lative ly sm all denom ina 
tion , w h ich  are an attractive Instrument for personal 
investors, are tend ing  to  rep lace the trad itiona l loca l 
au thority  m ortgage. (W ith  negotiab le  bonds and 
sto ck  the trend is in the other d irection  w ith  these 
securities apparently  be ing  concentrated  increas ing ly  
in the hands o f a sm aller num ber o f institu tiona l 
holders.) These trends are though t to accoun t fo r the 
d iffe rences betw een updated D A E  estim ates p ro 
du ced  by the Roya l Com m iss ion  and those  now  
be ing presented.

O ther long-term  loans, as an asset o f the personal 
sector, com prise  loans betw een ind iv idua ls  on 
m ortgage o f property estim ated from  estate duty 
in form ation, and other loans by non -p ro fit-m ak ing  
bod ies estim ated from  surveys o f the annual 
a ccoun ts  o f these bodies. The private m ortgage 
com po/renrand  estim ated loans to  non -p ro fit-m ak ing  
bod ies are a lso  in c luded  in the correspond ing  
lia b ility  item  together w ith  loans from  spec ia l finance 
agenc ies to farmers and loans from  insurance 
com pan ies to  in d iv idua ls  on  the security  o f po lic ies. 
Private m ortgages are not in c luded  In the item loans 
fo r house purchase because It w as considered 
des irab le  to  preserve con s is ten cy  w ith  the quarterly 
pub lished  series; adequate in form ation  Is not 
ava ilab le  to  Include these private m ortgages in the 
pub lished  series.

P o lic y  ho lders and m em bers' equ ity in  life  assurance 
and  pension  funds com prises the va lue  o f long-term  
fu n d s  o f insurance com pan ies (w h ich  in c lude  life 
bus iness and insured pension funds) and the market 
va lue  o f net assets held by se lf-adm in iste red  pension 
funds. These  are estim ated from  returns m ade by 
insurance com pan ies and pension  funds. N o  attem pt 
has been m ade to  estim ate an actuaria l va lue of 
pension  rights from  the d iscoun ted  net benefit that 
m ight be expected to  accrue to members o f various 
pension  schem es. S u ch  an approach, even if it were 
poss ib le  to  obta in  all the  necessary in form ation on  a 
com m on basis, w ou ld  not be consisten t w ith  the 
p rin c ip le  on  w h ich  national and sector ba lance sheet 
estim ates are constructed. O n ly  c learly  recogn ised 
and un ique ly  va lued  c la im s backed by identifiab le  
assets (and hence liab ilit ie s  e lsew here in the 
system ) are inc luded. Thus ba lance sheet estimates 
take no a ccoun t o f rights that ind iv idua l members 
have in unfunded, no tiona lly  funded and state 
pension  schem es, even though  m any o f the schem es 
concerned  are con tribu to ry ones. Th is va luation  of 
pension  rights has been adopted for both theoretica l 
and practica l reasons. The o n ly  use that can be 
m ade o f the assets o f the funds (apart from  very 
spec ia l excep tions) is to  pay pensions and other 
benefits, and in the event o f term ination o f the 
schem e, members' c la im s w ou ld  be lim ited to  the 
assets held in the fund. The insurance com pan ies' 
long-term  funds Include U K  residents' funds w ith  
U K  o ffices o f overseas com pan ies and are adjusted 
to  exc lude  overseas residents' funds Invested w ith  
U K  com panies.
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H ire  purchase and  other instalm ent debt is estimated 
using  counterpart sources. It is made up o f loans and 
advances to ind iv idua ls  by finance houses and other 
consum er cred it com pan ies p lu s  cred it extended by 
certain retailers— durable goods shops, department 
stores, other general stores, general mail order houses 
and co -opera tive  societies. A lso  the value o f check 
traders' checks outstand ing is included.

Trade and other creditors and debtors are at present 
largely unrecorded in the personal sector financia l 
transactions accoun ts and pose a major d ifficu lty  
fo r ba lance sheets, because com prehensive and 
su itab le  inform ation is not available. Estimates have 
been m ade o f the gross am ounts o f creditors and 
debtors outstand ing and are very approximate 
p robab ly  representing little  more than orders of 
magnitude. They are based on the published 
accoun ts of large com pan ies and pub lic  corporations, 
in form ation co llected  from  loca l authorities! 
statistics on overseas trade cred it between unrelated 
com pan ies used in the ba lance o f payments, and 
assum ptions about the trade cred it position o f small 
com panies. Personal sector debtors and creditors 
are derived as a residual and com prise unpaid b ills o f 
accourits o f ind iv idua ls w ith  com panies, local 
authorities and pub lic  corporations, and payments 
in advance, as w e ll as trade credit o f unincorporated 
businesses. Estimates o f the m isce llaneous creditors 
and debtors o f non-pro fit-m aking bodies are 
a lso included.

Reliability of estimates

Counterpart and residual estimates are based on 
returns and other d irect information from  sectors 
other than the personal sector. They may be 
de fic ien t because the registers used to send out 
returns are incom plete, because of response bias, 
or because o f m isreporting, fo r exam ple in the sector 
c lass ifica tion  o f certain items. Residual estimates 
m ay a lso  be de fic ien t because o f errors in the 
estimated am ount of the c la im  in issue. Nevertheless 
these types o f estimates are generally the most 
reliable, particu larly fo r m ost liqu id assets and for 
quoted securities and unit trust units that are not 
w ide ly  held by sectors apart from financia l institu
tions and persons. M ost probab ly warrant at least a 
B (less than 10  per cent margin o f error) grading in 
U K  national accounting  term ino logy (see N ationa l 
A ccoun ts S tatistics: Sources and Methods, page 39, 
H M S O  1968) a lthough some, for exam ple British 
governm ent securities, may warrant a C  grading 
(more than 10  per cent margin o f error).

Estimates based on register surveys probably rate a 
B grad ing a lthough w ith in  th is the ordinary share 
estimates are like ly to  be more reliable than those of 
loca l authority debt.

Physica l assets are graded C  partly because many 
assum ptions are needed to estimate them and partly 
because the basic information is often of poor
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quality. O ther Items graded C  in c lude  notes and 
co in , trade and other deb tors and cred itors, and 
Items such  as un listed secu ritie s  and loans on  
mortgage o f property that are based on  estate du ty  
inform ation. Equ ity in life  assurance and pension  
funds is a lso  graded C  m a in ly  because som e 
estim ation is invo lved  and lo ca l au thority  pension  
funds have to  be adjusted from  a ba lance  sheet date

o f 31 M a rch  to  31 D ecem ber each  yea r: the register 
o f private  pens ion  fund s used to  co lle c t  returns m ay 
a lso  be unrepresentative. L ia b ility  item s are graded 
A  o r B, apart from  the less re liab ly  estim ated other 
long -te rm  loans, cred ito rs and a cco u n ts  payab le. 
N e t w ea lth  is graded C  because  o f the  im portance  o f 
phys ica l assets, a lthough  changes  in it  p robab ly  
w arran t a B grad ing .
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S u m m a r y  d e s c r i p t i o n  o f  m e t h o d s  u s e d  f o r  i n d i v i d u a l  i t e m s

The  Indiv idual item s w ith  asset codes show n  In the 
personal sector ba lance sheet in Tab le  1 on page 5 
are listed be low  w ith  an ind ica tion  o f the method 
used to  estim ate them  and a reference to  the 
pub lished  source  w here appropriate, e.g. F inanc ia l 
Statistics, Tab le  3 .13  (abbreviated to FS  3.13). A  
lis t o f abbrev ia tions used is g iven  be low . For those 
item s described  in the text, page num bers are given. 
A  fu ll descrip tion  o f series pub lished  in F in an c ia l 
S ta tistics  is g iven  in the Explanatory handbook. 
Other references to  further descrip tions are g iven 
w here appropriate and, fo r item s w ith ou t a pub lished 
source, the governm ent departm ent or organ isation 
responsib le  is g iven.

A b b r e v ia t io n s  u se d

AA

F in an c ia l S ta tistics  
Econom ic Trends 
N a tion a l Incom e and  Expenditure 

1966 -76  (the B lue  Book) 
A n n u a l A b stra ct o f S tatistics, 1977

1.1 .0  S to cks and  w ork in  progress 
Estim ates based on  d irec t returns and pub lished  in 
N IB B  12.4. For further descrip tion  see N ationa l 
A ccou n ts  S tatistics: Sou rces and M ethods, chapter 
XIII.

1.2.0 Vehicles, p lan t and  m achinery 
Estim ates derived from  perpetual inventory m odel 
and pub lished  In N IB B  11.11. For further descrip tion  
see artic les in ET O c t 1975, ET O c t 1976.

1.3.1 D w e lling s
Estim ates described  on  page 18. Source: C S O

1.3.2 Other deve loped la n d  and  bu ild ings  
Estim ates described  on  page 19. Source: C S O

1.4.0  A g ricu ltu ra l and  other land  
Estim ates described  on  page 19. Source: C S O

1.5.4 Consum er durables
Estim ates based on  perpetual inventory m odels and 
described  in an artic le  in ET M arch  1978, reprinted 
on  page 26.

3.1.3 N otes and  co in
Residua l estim ates fo r personal ho ld ing s are 
described  on  page 19. Source: Bank o f England

3.1 .4  S ig h t deposits at banks 
Counterpart estim ates based on d irec t returns by 
banks. Tota l deposits, I.e. Includ ing 3.2.2 —  other 
deposits, are pub lished  in FS  6.7. The sp lit between 
s ig h t and other deposits w as prov ided by the Bank 
o f England.

3.1.5 Other s igh t deposits
Counterpart estim ates com pris ing  current accoun t 
deposits w ith  trustee sav ings banks' ordinary 
departm ents and estim ates o f the s igh t deposit 
com ponen t o f trustee sav ings banks' specia l invest
m ent departm ents (FS  3.13) prior to  20  Novem ber 
1976, and estim ated s igh t deposits o f trustee sav ings 
banks ' n ew  departm ents after that date. Source: C S O

3.2.2 Other bank deposits
Counterpart estim ates —  the residual from total
personal sector deposits w ith  banks (FS 6.7) after
^ght deposits (item 3.1.4) have been deducted 
Source: Bank of England

3.2.3 N ationa l savings deposits
Counterpart estim ates com pris ing ba lances ou t
stand ing  w ith  the Nationa l Sav ings Bank ordinary 
accoun t and trustee sav ings banks' ordinary depart-
m ents' sav ings account. F igures are published in 
r S  3.13.

3.2.4 N ationa l savings certificates and bonds 
Total am ounts in issue are assumed to be held by the 
personal sector and th is  item com prises:

British savings, defence and national deve lop
m ent bonds
Prem ium  bonds
Nationa l sav ings certificates 1 st to 14th and 16th 

issue ( in c lud ing  index-linked enhancem ent of 
principa l)

Nationa l sav ings stam ps and g ift tokens 
F igures are pub lished in FS  3.13.

3.2.5 B u ild in g  socie ty shares and  deposits 
Estimates are based on counterpart information after 
a llow ance  fo r sm all am ounts held by com pan ies and 
financ ia l institutions. They are published in FS 10.3.

3.2.7 D eposits w ith  savings banks 
Counterpart estimates com prising deposits w ith  the 
Nationa l Sav ing s Bank investment accoun t and 
trustee sav ings banks' specia l investm ent depart
m ents (new  departments after 2 0  Novem ber 1976) 
less estimated s igh t deposits inc luded in item 3.1.5. 
F igures are obta ined from  FS  3.13.

3.2.8 D eposits w ith  other fin an c ia l institutions 
Counterpart estimates o f deposits w ith  financia l 
institutions, m ain ly  finance houses, published in 
FS  10.3.

3.2.9 SA V E : index-Unked
Com prises th ird Issue Save -A s-You -Ea rn  (SAVE) 
contracts w ith  the Department for National Savings, 
in c lud ing  accrued interest. F igures are published in 
FS 3.13.

3 .2 .10 SAV E : other
Com prises first and second issue SA V E  contracts 
w ith  the Department for National Sav ings and 
trustee sav ings banks. S A V E  accounts w ith  bu ild ing 
soc ie ties are excluded (being included in 3.2.5). 
F igures are pub lished in FS  3.13.

3,2.11 Temporary deposits w ith lo ca l authorities 
Counterpart estimates iDased on borrow ing returns 
by loca l authorities. Estimates are published in FS 
10.3.

3.2.13 Certificates o f tax deposit 
Estimates pub lished in FS  10.3 are used.

3.4.1 B ritish  governm ent securities
Residual estimates described on page 19. Source:
Bank o f England
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R îdeal identifie< '̂
U n tie s in issn̂  E n g M
S r s .  So»'C‘ -

Bank of Eoglaod

on

3A6

S w e s  are b ^ n  ^
ference shares m the raw  of 90 per
Source: Inland Revenue

3.4.7 Overseas government seciim 
Total personal sector holdings of o 
(induding company securities 
estimated by residual from total po 
overseas less identified holdings 
described on page 19. Holdir> 
securities estimated by the estate i 
were deducted to leave overs 
securities as the remainder. Source.

3.5.1 Listed UK pr 
Residual estimates 
securities in issue. 
sectors. Source: B;

based

3.52 Unlisted Ul 
See description o 
9^page19.5otf

based

^epartmi

estate

\̂ f.



») h 6,7
® ‘^ n  dedi'''®'cted.

Posits

?P^sing k.,
»l Savin! r'^fices

S S ? ' ^ v . e
® national develop.

to 14th and 16th
'f-'inked enhancement of

and gift tokens
S 3.13.

es and deposits 
interpart information after 
IS held by companies and 
are published in FS10.3.

sbanks
prising deposits with the 
westment account and 
jcial investment depart* 
fter 20 November 1976) 
ts included in item 3.1.5. 
FS 3.13.

/n̂
rinancial 
shed in

ire
-As-YoU'Eam (SAVE)

Figures

I
Iik

3.4.2 Northern Ire land governm ent securities 
Residual estim ates based on  market va lue of 
securities in issue le ss  iden tified  h o ld ing s  by other 
sectors. Source: Bank o f England

3.4.3 Lo ca l authority lis te d  securities and  negotiab le
bonds

Residua l estim ates based on  market va lue  of 
securities and bonds in issue le ss  iden tified  ho ld ing s 
by other sectors and assum ed ho ld ing  o f £ 5  m illion  
by non -financ ia l com pan ies. Source: Bank of 
England

3.4.4 Other p u b lic  corporation securities 
Residual estim ates based on  market va lue o f 
securities in issue less iden tified  ho ld ing s by other 
sectors. Source: Bank o f England

3.4.5 L isted  U K  debentures
Residua l estim ates described on page 19. Source: 
Bank o f England

3.4.6 U n lis ted  U K  debentures 
D irect estim ates based on  the estate m u ltip lie r 
m ethod and described on  page 19. F ixed  interest 
securities are sp lit betw een debentures and pre
ference shares in the ratio of 9 0  per c e n t : 10  per cent. 
Source: Inland Revenue

3.4.7 Overseas governm ent securities 
Total personal secto r ho ld ing s o f overseas securities 
(Includ ing com pany securities —  item  3.5.8) 
estimated by residual from  total po rtfo lio  Investment 
overseas less identified  ho ld ing s by other sectors, 
described on  page 19. H o ld in g s  o f com pany  
securities estimated by the estate m u ltip lie r m ethod 
were deducted to  leave overseas governm ent 
securities as the remainder. Source: C S O

3.5.1 L isted  U K  preference shares 
Residual estim ates based on the m arket va lue of 
securities in issue le ss  identified  ho ld ing s by other 
sectors. Source: Bank o f England

3.5.2 U n listed  U K  preference shares
See descrip tion o f item  3.4.6, un listed debentures,
and page 19. Source: Inland Revenue

3.5.3 L isted  U K  ordinary shares 
Estimates based on  share register survey (ET  Sep t 
1977) and other inform ation, and described  on  page 
19. Source: Departm ent of Industry and C S O

3.5.4 U n listed  U K  ordinary shares 
Estimates based on  estate m u ltip lie r m ethod 
described on page 19. Source: Inland Revenue

and

3.5.5 U n it trust units
Estimates based on counterpart Information and 
described on page 19. Source: Bank o f England

3.5.6 Property un it trust units
These can on ly  be held by charities and pension
funds. Estirnates are from  balance sheet estim ates for
property un it trusts based on d irect returns. Sou rce ' 
Bank of England

3.5.7 R e ta il co-operative shares
Total share and loan cap ita l o f general trad ing retail 
co-operative socie ties pub lished  in A A  17.29.

3 .5 .8  Overseas ordinary, preference and  debentures 
Estim ates based on  estate m u ltip lie r m ethod and 
described  on  page 19. Source: Inland Revenue

3.5.11 Property overseas
It has no t been po ss ib le  to  estim ate personal 
p roperty  overseas in the fo rm  o f v illa s, farms, etc.

3 .6 .4  Short-term  loans n o t e lsew here in c lu d ed  
T h is  com prises ba lances due  from  fin an c ia l Institu
tions, in c lu d ing  am ounts o w ed  to  stockb rokers, as 
estim ated from  d ire c t returns b y  the fin an c ia l 
in stitu tions. Source: B ank  o f Eng land

3 .6 .10  Long-te rm  loans to lo c a l au thorities 
N on -n ego tia b le  lo ca l au tho rity  d eb t in the fo rm  o f 
bonds, loans and  m ortgages estim ated u s ing  the 
reg ister su rvey described  on  page 18 toge the r w ith  
d irec t returns (see a lso  page  20). Source: C S O

3.6 .17  O ther long-term  loans  
Estim ates are based on  d irec t sou rces  (m a in ly  the 
estate m u ltip lie r m ethod) and described  on  page 20. 
Source: C S O  and Inland Revenue

3.7.1 Trade and  other debtors in  the U K  
Estim ates are described  on  page 20. Source: C S O

3 .8 .0  Equ ity  in  life  assurance and  pension  funds  
Estim ates are described  on  page 20. Source: C S O , 
B ank  o f Eng land and Departm ent o f Industry.

3 .9 .0  A cc ru e d  interest, tax, etc.
T h is  item  co rre sponds to  the  deb to r a cc rua ls  
ad justm ent item s in the  fin an c ia l f lo w  a cco u n ts  and 
com prises bu ild in g  so c ie ty  accrued  interest and 
prepa id  rates. Source: C S O

4.3.7  Com m ercia l b ills
Estim ated from  coun terpart in fo rm ation  (I.e. c o m 
m ercia l b ills  he ld  by banks are sp lit  be tw een  those  
issued by the  persona l and com pany  secto rs). 
Source: B ank  o f Eng land

4.6.1 B ank  loans and  advances 
Counterpart estim ates fo r to ta l bank lend ing  to 
persons in c lu d ing  com m erc ia l b ills  (item  4.3 .7) and 
bank loans fo r house  purchase ( in c lu d ed  In item  
4 .6 .14  and pub lished  in FS  supp lem en ta ry  T ab le  B, 
Jan u a ry  1978  issue) are pub lished  in F S  6.7. T h is  
item  is a residua l after com m erc ia l b ills  and house 
purchase lo an s have been deducted .

4 .6 .4  Short-term  loans n o t e lsew here in c lu d ed  
Com prises ba lances due to fin an c ia l in stitu tions. 
Inc lud ing  am ounts ow ed  by stockb rokers, estim ated 
from  returns by fin an c ia l Institutions. Source: B ank  o f 
Eng land

4.6.5 H ire  purchase and  other insta lm ent debt 
Estim ates using  counterpart sou rces  are described  on 
page 20. They are based on  pub lished  Inform ation in 
FS  8.4, F S  8.5 and FS  supp lem entary  Tab le  H, 
O ctobe r 1977  Issue.

4 .6 .14  Loans fo r house purchase  
Estim ates o f am ounts ou tstand ing  are pub lished  
quarterly in  supp lem entary  tab les in  F in an c ia l 
S ta tistics  (e.g. FS  supp lem entary Tab le  B , Jan u a ry  
1978  issue).
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4 .6 .15  Other p u b lic  secto r loans 
Based on counterpart in form ation, th is  item  co m 
prises loans from  votes by the central gove rnm en t 
and loans by lo ca l authorities, to  the personal 
sector. Source: Bank o f Eng land and C S O

4.7.0 Creditors and  accounts payable 
These are described on page 20. Source: C SO

4.6 .17  Other long-term  loans
These are described  on  page 20. Source: C S O

4 .9 .0  A ccru ed  interest, tax, etc.
Th is corresponds to  the cred itor accrua ls adjustment 
Items in the financ ia l f lo w  accounts. It is estimated 
by cum u lating  the f low s  and com prises V A T  
nationa l insurance contributions, PAYE , rent rebates 
and car tax. Source: C S O
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TABLE A

Hold ings at 31 Docem ber in  each year* £ b illion

Physical assets
Stocks and work in progress ..
Vehicles, plant and machinery
Dwell] rtgs .............................
Other developed land and buildings 
Agricultural and other land 

Total physical assets

Financial assets 
Notes and coin ..
Bank d e p o s its .............................
National savings ...................
Building sodety shares and deposits 
Other short-term assets 
British government securities

Listed UK ordinary shares 
Unlisted UK company securities
Unit trust u n it s ..............................
Overseas and miscellaneous other assets
Local authority d e b t .....................
Trade end other debtors and accruals

Total financial assets • k
Uabiitttes

Bank loans and advances ..
Loans for house purchase ..
Hire purchase and other loans 
Trade and other creditors end accruals 

Total liabilities.....................

Net wealth'

1966 1967 1968 1969 1970 1971 1972 1973 1974 1976 1976

2-1 2-1 2-3 2-4 2-6 2-9 3-3 4-0 4-8 6-5 6-3
1-7 1 -8 1 -9 2-2 2-4 2-7 3-1 3-6 4-6 5-6 7-1

35-1 38-2 42-4 45-8 60-1 59-1 82-2 111-0 114-0 126-1 161-0
6-0 6-3 6-7 7-1 7-7 6-8 9-9 12-8 13-9 13-9 16-0
4-6 4-5 4-9 6-0 4-7 4-6 6-4 13-2 13-8 g-e 9-4

49-6 52-9 68-2 62-6 67-5 78-1 103-9 144-6 151-0 161-1 188-8

2-2 2-3 2-3 2-5 2-7 2-9 3-3 3-6 4-2 4-9 6-5
7-5 8-2 8-9 9-2 10-1 11-0 12-9 16-3 19-3 19-4 20-7
8-2 8-3 8-4 8-2 8-4 9 0 9-8 10-1 10-1 10-7 11-7
5-8 6-9 7-7 e -6 10-1 12-0 14-2 16-3 18-4 22-6 26-1
0-7 0-7 0-7 0-7 0-7 0-7 0-7 0-7 0-6 0-6 0-6
4 0 3-9 3-6 3 -S 3-0 4-7 3-9 4-2 3-1 6-1 7-7
1-2 1-3 1 -4 1 -4 1 -7 3-1 3-1 2-2 1-2 1-6 1 -8

13-5 1 7 8 24-6 20-8 19-0 26-7 31 -7 19-9 7-8 18-1 16-4
5-3 6-4 5-3 4-9 5-0 6-1 6-9 7-1 6-9 7-3 7-6
0-6 0-8 1 -4 1 -3 1-2 1 -8 2-3 1 -6 0-9 1-9 1-8
2 ‘ 6 2-7 2-4 2-6 2-7 2-7 3-1 3-0 3-2 3-4 4-0
1-5 1 -7 2 0 2-2 2-1 2-0 1 -9 2-1 2-9 2-8 2-7
4-7 4-5 4-4 4-4 4-5 4-8 4-7 5-4 6-4 7-2 8-2

14-6 16-2 18-1 18-8 20-4 24-3 28-1 26-1 25-2 32-2 37-1
72-4 80-7 91 1 89-1 91 -6 110-8 126-6 120-6 109-2 138-7 161 -7

1-6 1-6 1 -7 1 -6 1 -9 2-4 4-9 6-9 6-0 6-8 6-4
7-4 8-4 9-3 10-2 11-5 13-2 16-9 18-9 21-2 24-9 28-7
2-1 2-2 2-3 2-3 2-6 2-8 3-2 3-6 3-8 3-9 4-0
3-4 3-5 3-5 3-6 3-7 3-6 3-7 4 0 4-2 4-4 4-9

14-4 15-7 16-8 17-6 19-6 22-0 27-7 32-4 36-2 39-0 44-0

.. 107-6 117-9 132-6 1 3 4 0 139-6 166-9 202-8 232-7 225-0 260-8 296-6

'Personal weaHh is defined here consistently with the national income accounts and excludes assets that are regarded as being consumed In those accounts. 
The main items concerned, consumer durable goods, have been estimated and are described in the article on page 26, If included, personal wealth would 
be increased by the following amounts (tbUHon):

Consumer durable goods
rsse
11.4

rS67
12.3

fS68
13.4

JSff9
14.6

f9 7 0
16.1

f9 7 t
18.0

;572
20.8

J9 7 3
25.0

f9 7 4
30.6

f9 7 5
36.5

T976
42.6

Estimated holdings of listed UK ordinary shares at end-1975
TABLE B

Sector

Insurance companies 
Pension fund s ..
Investment trusts 
Unit trusts
Banks .......................
Other financial institutions 
Central government 
Other public sector 
Overseas

Industrial and commercial compan
Non-profit-making bodies .. 
Stockbrokers, jobbers, etc. .. 
Individuals, etc......................

• #

Total ♦ •

6S

^Share register eurvey—see Economic Ttonds

{

• 4

Source of
estimate CmIMi

survey* 7,094
survey* 7.508
returns 2.624
returns 1,803
survey* 323
returns 189
accounts^ 1,549
returns 16
survey* 2.474
survey* 1,837
reallocated^ 1,091
survey* 1,039
survey* 179
residual 16,834

survey* 44,560

September 1977.

’ S S S  o ' " "  I" «'» Fund ,nd N.Uon.l Lu.ns Fund Acndun,, (S75-76. Supnldmunw SUt.m .nU  (HMSO

by .M M Ib .l r.b llocM ri ,o th . lndu.M.1
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J .  R . C A L D E R ,  C e n tra l S t a t is t ic a l O ff ic e

Introduction

Personal w ea lth  takes a varie ty o f forms. H ouseho lds 
may, for exam ple, ho ld  wealth

as financ ia l assets (notes and co ins, bank 
deposits, stocks and shares, pension  rights, e tc .) ;
as jew ellery, w o rks  o f art, an tiques or co llecto rs ' 
item s w ith  som e rarity va lue;
as land and bu ild ing s;
as durab le g ood s;
as rights o f one k ind  or another (e.g. fish ing , 
s h o o t in g ) ;
as live s to ck ; and
as s to cks o f consum ab le  goods (e.g. food, 
tobacco , stationery).

H ouseho ld s m ay a lso  have liab ilities, su ch  as bank 
overdrafts, m ortgages and ou tstand ing  trade credit, 
to  se t aga inst such  assets in order to  reach a figure 
fo r the ir net wealth.

Know ledge  o f the size and d istribu tion  o f w ea lth  
w ith in  the com m un ity  is im portant in shap ing  a w ide  
range o f so c ia l po lic ies. The Roya l Com m iss ion  on 
the D istribu tion  o f Incom e and W ealth  is com p iling  
Information on the d istribu tion  o f personal wealth  
and is a lso  interested in the d istribu tion  o f wealth  
betw een the sectors o f the U K  econom y. A  recent 
subm iss ion  by the Centra l S ta tistica l O ffice  (C SO ) 
to  the  Roya l Com m iss ion , pub lished  in the Janua ry  
issue o f Econom ic Trends’’, g ives estim ates of 
aggregate w ea lth  in the form  o f a set o f ba lance 
sheets fo r the personal sector. Th is artic le g ives 
som e deta ils  o f the estim ates re lating to  one 
com ponen t o f those ba lan ce -shee ts ; the va lue o f the 
sto ck  o f consum er durab le  goods over the period 
1 9 6 6 -7 6 .

For the purposes o f th is  article, a consum er durable 
is defined as anyth ing  bought by consum ers that 
lasts and prov ides a serv ice  for a period longer than 
a year. Cars, carpets and so cks  are therefore all 
exam ples o f durab le  goods, w h ile  newspapers, coa l 
and w h isky  are not. Because  they pose specia l 
p rob lem s o f va luation  and estim ation, jewellery, 
w o rks  o f art, an tiques o r co lle c to rs ' item s w ith  rari^  
va lue  (such as stam ps and co ins) are no t counted 
here as durab les and were a lso  exc luded  from  the 
personal sector ba lance  sheet, a lthough they satisfy
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the de fin ition  o f 'durab le ' g iven above. L ivestock 
and land and bu ild ings are a lso  not considered in 
th is  article. Estimates fo r them  were inc luded in the 
C S O 's  subm ission, a lthough livestock form s part of
's to cks and w o rk  in progress' and w as not separately 
d istingu ished.

W ith in  a system  of national accounts it m ight appear 
natural to treat the purchases o f consum er durables, 
as defined for th is article, as items o f personal sector 
cap ita l form ation and in consequence to  include, on 
both s ides o f the personal sector's Income and 
expend iture account, an estimate of the va lue of the 
serv ices derived by the sector from  its stock  of 
durab les during  the course o f the year. However, in 
the U K  national accounts, fo llow ing  w idespread 
international practice, consum er durab les are treated 
as items o f consum ption. For example, personal 
secto r expenditure on w ash ing  m ach ines is included 
in consum er's expenditure under the heading 'radio, 
e lectrica l and other durable goods ' in Table 4.9 of 
the B lue  Book, N ationa l Income and  Expenditure 
1966-76. A  major reason for choos ing  th is treatment 
o f consum er durab les is the d ifficu lty  o f making 
satisfactory estim ates o f the va lue o f the services 
derived from  the stock, if the expenditure on 
durab les were to  be c lassified  as cap ita l formation. A  
consequence  o f the ex isting treatment, however, is 
tha t no estimate o f the va lue o f the stock  o f co n 
sum er durab les has been made w ith in  the U K  national 
accounts. Th is artic le m ay be v iew ed as the first 
such  attem pt by the CSO , a lthough estimates have 
been made by other tDodies^- 6. jh e  estimates 
presented in th is artic le are o f the va lue o f the net 
stock, that is after a llow ing  for depreciation. The 
results are prov is iona l and are subject to  w ide  
m argins o f uncerta inty not on ly  through measure
m ent errors in the data, but a lso (and perhaps more 
im portantly) through the arbitrariness o f som e o f the 
de fin ition s and assum ptions it is necessary to make. 
The estim ates, therefore, are illustrative rather than 
defin itive, and the author w ou ld  be pleased to 
have general com m ents on the article and sugges
tion s fo r im provem ent in either m ethods or data 
sources.

Valuation

In estim ating the value o f the net stock  o f consumer 
durab les the first question  is to decide the basis on
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w h ich  these assets are to  be va lued. Then one can 
cons ide r the prob lem  o f estim ating the stock, and 
th is  m ay in c lude  estim ating the quan titie s he ld  as 
w e ll as the average values.

A  w ide ly  accepted general p rin c ip le  underly ing  the 
va luation  o f assets o f a ll k inds is 'dep riva l va lue '. 
Th is  is the  loss the ow ner w o u ld  suffer, d ire c tly  and 
Indirectly, were he to  be deprived o f the asset. The 
extent o f the loss c lea rly  depends on  the cond it ion  
o f the asset and on the in ten tions o f the ow ner. If a 
com pany is about to  cease trad ing, dep riv ing  it o f an 
asset w ou ld  p roduce  a loss equal to  the sum  that 
m ight be go t fo r the asset In a fo rced  sale. A p p lic a 
tion  o f such  an assum ption in the case o f consum er 
durab les w ou ld  lead to  va lua tions s im ila r to  those 
adopted fo r probate and estate duty, w h ich  are c lo se  
to  ‘fo rced  sa le ' va lues. H ow ever, In constru cting  
ba lance sheets as a m eans o f understand ing  
econom ic  behaviour it is genera lly  m ore he lp fu l to 
assum e that the ow ners o f the assets are 'go ing  
concerns ' and th is  assum ption has been adop ted  
here. W hen the ow ner o f an asset Is treated as a 
go ing  concern, a w ide r range opens up o f poss ib le  
measures o f h is loss were he to  be deprived o f it, 
in v o lv in g :

i the current purchase price (rep lacem ent cost) 
o f the asset g iven its age, current cond ition , 
etc.;

li the  net rea lisab le va lue (or current d isposa l 
va lue) o f the asset; and

iil the present va lue  o f fu ture earn ings or 
serv ices from  the asset (th is Is som etim es 
referred to  as the 'e conom ic  va lue ' o f the 
asset).

The deprival va lue in any particu lar case  then 
depends upon the relative s izes o f (i), (li) and (Hi) 
for the asset in question. Paragraphs 2 0 8 -2 2 4  o f the 
report o f the Sand ilands Com m ittee ie  cons ide r the 
po in t in deta il and con c lude  that, fo r a 'go ing  
concern ', the  appropriate va luation  is (I) —  current 
rep lacem ent cost —  excep t w here  th is  quan tity  is 
greater than both (II) and (iii) in w h ich  case the 
appropriate va lue is the greater o f (ii) and (iii) . The 
report further conc ludes tha t in a large num ber of 
ind iv idua l cases, rep lacem ent cost, ( i), w ill in fa c t 
be the appropriate measure o f va lue. Th is con c lu s ion  
seems like ly  to  app ly  to consum er durables.

In practice, none o f the quantities (i) —  (Hi) can 
easily  be evaluated fo r consum er durables. C ons ide r 
^ e  exam ple of a th ree-year-o ld  w ash ing  m ach ine. 
Secondhand markets fo r w ash ing  m ach ines are far 
from  perfect and our know ledge  o f them  is lim ited 
From whatever inform ation Is ava ilab le  it m ight 
perhaps be possib le  to  make rough estim ates o f 
prices for (i) the cost o f rep lacem ent (say £x) and 
fo r (ii) current d isposa l va lue (say £y), w here 
presurnably x  w ou ld  be greater than y. Item (HI), 
the va lue of the future services to be derived from  
the machine, w ou ld  be more d ifficu lt. The costs  of 
w ash ing  c lo thes in future by the cheapest alternative 
means (launderette, laundry, dom estic  service) 
w ou ld  have to be ba lanced aga inst the future 
operating and m aintenance costs of the ex istina 
rnachine to the end of its useful life and som e 
allovvance made for the d iffering qua lities of wash 
by alternative methods. Norm ally, th is  'e conom ic  
va lue w ou ld  be greater than either x  or y  and thus

the rep lacem ent co s t (i) w o u ld  be the appropria te  
m easure o f the va lue  o f the m ach ine. Fo r m ost 
durab les, secondhand  m arkets e ither do  no t ex is t or 
ou r know ledge  o f them  is scant. The m ajor e x cep t
ion Is cars, w here  extens ive  Inform ation is ava ilab le  
abou t secondhand  p rices o f cars by  age  and 
cond ition .

U se  o f the depriva l p rin c ip le , therefore, leads 
genera lly  to  va lua tion  by rep lacem ent cost, but, in 
v ie w  o f the . la ck  o f in fo rm ation  ava ilab le  from  
secondhand  markets. It is necessary  to  m ake som e 
arb itrary assum ptions abou t the path o f the rep la ce 
m ent co st o f an asset over Its use fu l life. O f the 
coun tle ss  po ss ib le  paths, tw o  m ain  varian ts are in 
genera l use. The first —  's tra igh t lin e  dep rec ia tion ' 
—  sets the cu rren t va lue  o f an asset o f age x  w ith  a 
usefu l life equa l to  (1— *//i) tim es the o r ig in a l p rice  
o f the asset w hen  n ew  (reva lued to  take a cco u n t of 
p rice  changes ove r its life  to  date). The se cond  —  
'reduc ing  ba lance  dep rec ia tion ' —  d im in ish e s  the 
va lue  o f an asset each  year by a fixed  p roportion  o f 
its va lue  at the start o f tha t year after a llo w in g  fo r 
p rice  changes, and retires the asse t w hen  its 
rem a in ing  va lue  (at con stan t p rices) has d e c lin ed  to  
a g iven  (sm all) p roportion  o f Its o r ig in a l va lue. 
A rgum en ts  m ay be advanced  in fa vou r o f both  
m ethods. For a g iven  life - leng th , the geom etric  
d e c lin e  p rov ided  b y  the reduc ing  ba lan ce  m ethod 
p robab ly  co rresponds, fo r m ost con sum er durab les, 
m ore c lo se ly  to  the  path o f rep lacem ent co sts  b y  
age than does s tra ig h t- lin e  dep rec ia tion . On the other 
hand, s tra igh t- lin e  dep rec ia tion  g ives c lo se r c o r 
respondence  to  the rem a in ing  va lue  o f se rv ices to  be 
p rov ided  by the asset if these  se rv ices accrue  fa ir ly  
even ly  over the asset's life. Chart 1 com pares the 
tw o  m ethods.

T o  sum m arise, the  dep riva l va lue  co n ce p t p rov ides 
the bas is  fo r va lua tion . It and the  g o in g  conce rn  
assum ption  lead in m ost cases to  va lua tion  b y  the 
curren t co st o f rep lac ing  the asset w ith  one  o f 
s im ila r type  In s im ila r cond it io n . In the ab sen ce  o f 
d irec t in fo rm ation  from  m arkets on  secondhand  
prices o f consum er durab les, the reduc ing  ba lance  
approach  to dep rec ia tion  seem s the  m ost app licab le  
o f the  arb itrary m ethods o f va lua tion . H ow ever, 
because estim ates o f the net s to ck  o f fixed  cap ita ! 
assets are ca lcu la ted  in the nationa l a cco u n ts  us ing  
s tra igh t- lin e  dep rec ia tion  and because these figu res 
are o f interest In the ir o w n  right, estim ates fo r 
consum er durab les us ing  both  m ethods o f c a lcu la t
ing dep rec ia tion  are sh ow n  here.

Estimation

H av ing  dec ided  on  a m ethod fo r va lu in g  any 
particu la r consum er durable, the next step is to 
dec ide  h ow  to  estim ate the aggregate va lue  o f 
durab les at particu la r times. In p rinc ip le , there are tw o  
poss ib le  approaches. The first w o u ld  requ ire a 
survey o f househo lds, a im ing  to  co lle c t enough  
deta il on  the ages, cond it ion s  and o rig ina l va lues o f
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C H A R T  1

Percentage
Comparison of the net value of an asset under:

(a) reducing balance depreciation (b) straight line depreciation
The  va lu e s  a re  e xp re ssed  a s  a p e rcen tage  o f the  o r ig in a l 

p r ic e  o f the  a s s e t  re va lu ed  to  take  a cco u n t o f p r ice  changes

Percentage
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the  durab les ow ned  by each househo ld  to  a llow  
current va lues to  be assessed. The resu lts w o u ld  then 
be grossed up fo r the w h o le  personal sector. The 
second  m ethod w ou ld  use data on  the purchases of 
each type o f asset by  all househo lds each year over 
a long  tim e span to bu ild  up a 'perpetua l inventory ' 
o f the net cap ita l stock, fo llo w in g  the m ethods 
ou tlined  in tw o  recent artic les In Econom ic Trends  ̂  18 
concern ing  the estim ation o f the s to ck  o f fixed  
cap ita l In the Un ited  K ingdom .

A lthough  the first, survey, approach  m igh t y ie ld  
results fo r a restricted class, it Is too  burdensom e a 
m ethod to  cover the w ho le  range o f durables. A  
num ber o f househo ld  surveys, such  as the General 
H ouseho ld  Survey and the Fam ily  Expend iture 
Survey, in c lude  questions on the ow ne rsh ip  of 
particu lar durables, such  as T V  sets, refrigerators and 
w ash ing  m achines. Information is no t co lle c ted  on 
the age or orig ina l price, nor are su itab le  p roxy 
measurements o f these variab les obta ined. Thus 
w h ile  ex isting househo ld  surveys g ive  in form ation  
on the d istribu tion  of ow nersh ip  o f som e durables, 
they  cannot y ie ld  a va luation , un less further 
inform ation is ava ilab le  o r assum ptions are made 
about the average age and orig ina l va lue  o f the 
ex isting sto ck  measured in the survey. A n  excep tion  
to  th is general ru le occu rs fo r m otor veh ic les, w here 
the licence  records prov ide a m eans o f conducting  
an annual veh ic le  census (w h ich  g ives the ages of 
the veh ic les and a lso  the ir eng ine -s ize  as a poss ib le  
p roxy fo r o rig ina l price) w ith ou t the need fo r d irect 
inqu iries to members o f the pub lic .

Thus the on ly  approach capab le  o f y ie ld ing  a 
consisten t and reasonab ly com p le te  set o f estim ates 
o f the net stock  o f consum er durab les is the perpetual 
inventory method. Estimates o f expend itu re by 
consum ers on various c lasses o f durab les are 
a lready available* w ith in  the  nationa l a ccoun ts , as 
are the correspond ing price in d ices required to 
revalue the inventory from  year to  year and to 
produce estimates o f net s to ck  in terms o f the 
constan t prices o f a base year. W ha t is lack ing  is 
reliable inform ation on  the average usefu l life- 
lengths o f the d ifferent types o f durable, and on 
w hether life -leng ths have changed s ig n if ican tly  over 
the period that w ou ld  affect the estim ates o f net 
stock. The results in th is  artic le have been d raw n up 
using a set o f three d ifferent life -leng ths fo r each 
type o f durable, in tu itive ly  chosen  as long, m edium  
and short. The life -lengths are set ou t in A ppen d ix  2, 
but it shou ld  be stressed that they  are not based on 
any firm  data. A s  w ou ld  be expected, the estim ates 
o f tota l riet stock  are greatly affected by the d ifferent 
assum ptions about life-lengths. Furthermore, asset 
lives have been assumed not to  change  during  the 
period covered by the ca lcu lations.

The data

For purposes o f presentation, durab les have been 
classified  into s ix  groups, as fo llo w s : furniture. 
covering furniture and floo r coverings, textiles and

so ft fu rn ish ings, and hardw are ; hou seho ld  a p p li
ances, cove ring  rad io  and e le c tr ica l goods, e q u ip 
m ent such  as gas fires, law n  m ow ers and sew ing  
m ach ines, and the Insta llation o f centra l heating  in to  
ex is ting  d w e llin g s  by o ccu p ie rs ; m oto r veh icles; 
recrea tiona l equipm ent, cove ring  caravans, b ic y c le s  
and pram s, boats, o p tica l g ood s , g ram ophone  
records, toys, books, m usica l instrum ents, trave l and 
leather goods, e tc .; c lo th in g  a n d  footw ear: and 
f in a lly  a m isce llaneous  g roup , m a in ly  co n s is t in g  of 
tha t part o f expend itu re  on  structu ra l a lte ra tions to 
d w e ll in g s f  w h ich  is in c lu d ed  w ith in  consum ers ' 
expend itu re. The  co m p o s it io n s  o f the s ix  groups, 
the  co rre spond ing  consum ers ' expend itu re  series 
and the assum ed life - leng th s  are sh o w n  in A p p e n d ix  
2. The  C S O 's  subm iss ion  to  the R oya l C om m iss ion  
in c lu d ed  a ll the  item s sh o w n  in  A p p e n d ix  2  as 
consum er du rab les and w a s  based on  reduc ing  
ba lance  dep rec ia tion  w ith  m ed ium  life -leng ths.

It sh ou ld  be noted  tha t the  in c lu s io n  o f centra l 
heating  and som e structu ra l a lte ra tions as c o n 
sum er du rab les m ay overlap  w ith  the  ba lan ce  sheet 
estim ates fo r land  and b u ild in g s  w h ich  are based on  
the  m arket va lues o f property. T o  the exten t tha t the 
in sta lla tion  o f centra l heating  and the structura l 
a lte ration  o f ex is ting  property are re flected  in the 
m arket va lues o f dw e llin g s , they  sh ou ld  no t a lso  be 
in c luded  as consum er du rab les in the  ba lance  sheet. 
In th is  artic le , resu lts are g iven  in c lu s iv e  and  exc lu s ive  
o f the  centra l heating  and structu ra l a lteration 
com ponen ts, a lthough  exc lu d in g  these  item s en tire ly  
from  the  ba lance  sheet m ay be extrem e in the  o ther 
d irection , s in ce  the  m arket va lue  o f p roperty  m ay 
no t fu lly  re flect the dep riva l va lue  o f these  item s to 
the ir owners.

In order to  g roup  du rab les under the  head ings o f the 
p rev ious paragraph and in o rder to  ob ta in  sub -se rie s  
w h ich  are reasonab ly  hom ogeneous w ith  respect to  
life -leng th , it w a s  necessary to  sp lit  up  som e o f the 
consum ers ' expend itu re  series. These, ve ry  rough, 
b reakdow ns w ere  m ade w ith  the  he lp  o f the 
Fam ily  Expend itu re Survey. Thus, w ith in  the c o n 
sum ers' expend itu re  series 'fu rn itu re  and f lo o r 
cove rings ', item s o f fu rn itu re  w ere  assum ed to  have 
rather longer average lives than f lo o r cove ring s and 
mattresses, and fu rn itu re  w a s  taken  to  a cco u n t for 
60  per cen t o f to ta l expend itu re  each  year. The  series 
'rad io , e lectrica l and o ther du rab le  g ood s ' w a s  sp lit  
up as fo llow s . A  rough estim ate w a s  m ade o f the 
re la tive ly  m inor p ropo rtions o f expend itu re  on 
m usica l instrum ents, b icy c le s  and prams, and these 
expend itu res w ere  p laced  w ith in  recrea tiona l equ ip 
m en t The rem ain ing expend itu re  w a s  su b -d iv id ed  
betw een te lev is ion  sets, radios, g ram ophones, etc. 
and other types o f househo ld  app liances. The  Fam ily  
Expend iture Su rvey  ind ica ted  that a greater p ropo r
tion  o f th is  expend itu re  related to  te lev is ion  sets, 
etc. du ring  the early  1970s than in o ther years. O n ly  
ha lf o f the consum ers ' expend itu re  series 'o ther 
m isce llaneous g ood s ' w a s  in c luded  w ith in  recrea
tio n a l equ ipm ent T h is  w as to  m ake a rough 
exc lu s ion  o f expend itu re  on  jew e lle ry  and on  n o n 
durab le  item s (such  as stationery) in c lu d ed  under 
th is  head ing. M in o r and rather rough ad justm ents

• In. for example. Tables 4.9 and 4.10 of the Blue Book. Nationt! Incoma 
and Expenditura. 1966— 76.

t  The remainine expenditure on structural alterations (that qualifying for a
local authority grant) is included in personal sector capital formation In 
dwellings. \ s
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were m ade to  som e expend iture series, particu larly  
w ith in  c lo th ing  and  footwear, to  a llo w  fo r purchases 
by fore ign residents and for U K  residents' expenditure 
abroad.

A lthough  the annua l veh ic le  census has been 
suggested  as a poss ib le  source  fo r the estim ate of the 
net s to ck  o f m otor vehicles, the  estim ates g iven  here 
w ere  based, for consistency , on the sou rces used to 
com p ile  the consum ers ' expend itu re series. A  
com parison  w ith  an estim ate based on  the veh ic le  
census is g iven  later in the article. The consum ers' 
expend itu re series fo r m otor veh ic le s  represents 
expend itu re by consum ers on  new  cars and m otor
cyc les, expend itu re on used cars o rig ina ting  outs ide  
the personal sector, and the dea lers' margin on 
second -hand  cars transferred w ith in  the personal 
sector. In order to  estim ate the net s to ck  held by the 
personal sector, separate series were derived for:

i consum ers ' expend itu re on  new  cars;
ii bus iness expend itu re on new  cars; and
iii consum ers ' expend itu re on new  m otorcycles.

It w as assum ed. In deriv ing  the sto ck  estimates, that 
businesses d isposed  o f the ir cars to  the personal 
secto r tw o  years after pu rchasing  them  new . A  
series fo r to ta l retail sa les o f n ew  cars, i.e. (i) -f 
( ii) , w as derived by in terpo la ting  betw een the 
resu lts o f the benchm ark m otor trades inqu iries for 
1962, 1967  and 1972, in line  w ith  num bers o f new  
car reg istrations w e igh ted  by a price  index fo r new  
cars. The quarterly (short period) m otor trades 
Inquiry p rov ides a pro jection  o f the series fo rw ard  
from  1972, and an in terpo lation  w as m ade betw een 
the 1962  resu lts and those  o f the 1950  Census of 
D istribu tion , a lso  using  w e igh ted  num bers o f 
reg istrations. From  1962  an approx im ate estim ate 
fo r consum ers ' expend itu re on  new  cars, (i), w as 
a lready availab le, based upon an estim ate fo r each 
year o f the retail sa les o f new  veh ic le s  (derived from  
the m otor trades inqu iries) from  w h ich  an estimate 
o f bus iness a cqu is it ion s o f new  veh ic le s  (derived 
from  data on  cap ita l form ation  in road veh ic les) w as 
subtracted. The business expend itu re series for new  
cars, (ii), w as obta ined as the residual betw een (I) 
and the estim ate o f (i) + (ii). For the years before 
1962, consum ers ' expend itu re on new  cars w as 
assum ed to be 60  per cen t and business expenditure 
to  be 4 0  per cen t o f the total retail sa les o f new  cars. 
The series (iii) o f expend itu re on  new  m otorcycles 
(w h ich  w as assum ed to  be entire ly consum ers' 
expend iture) w as derived by Interpolation between 
the benchm ark m otor trades inquiries. On the 
question  o f life -lengths, surv iva l rates ca lcu lated  
from  recent annual veh ic le  censuses ind icated 
b road ly  that the m edian life o f a car Is a little  over 
10  years. Average lives assum ed were o f 12 years 
(long), 10  years (m edium ), and 8 years (short).

Implied price  ind ices fo r the main consum ers' 
expend iture series were a lready ava ilab le  from 
com parison  o f the estim ates o f expend iture at 
current and at constan t prices. Ind ications o f price 
m ovem ents fo r som e sub -d iv id ed  series were taken 
from  com ponents o f the general index of retail prices. 
P rice  ind ices for earlier years were obta ined by 
s im p le  pro jection  in line w ith  the overall consum ers' 
expend iture deflator.

30
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The ca lcu la tion  o f net s to ck  used the m ethods set out 
in the artic les a lready referred to The main 
features o f stra ight-line  depreciation have been 
noted. The version o f reducing balance depreciation 
used here ca lcu la tes a rate o f depreciation w h ich  
w il^  at constan t prices, reduce the value o f the asset

orig ina l va lue at the end of its 
useful l i f e . The asset is then retired from the stock. 
For both m ethods o f ca lcu la ting  depreciation, the 
life lengths are measured from  the beg inn ing o f the 
year of acqu is ition , a lthough purchases are assumed 
to  be even ly  spread through the year. For reducing 
ba lance depreciation, the end-year va lue o f assets 
in the ir firs t year o f life is V J7 Q ()  tim es the expend i
ture on  them, where K  Is the constant annual rate of 
depreciation.

Results

Tab le  1 show s the estimates, at current (end-year) 
prices and at constan t (1970) prices, o f the total net 
s to ck  o f consum er durab les at the end of 1966,1971 
and 1976  fo r the s ix  variants (tw o m ethods of 
ca lcu la ting  depreciation —  each w ith  three sets of 
jife -length  assum ptions). Estimates are show n both 
in c lu d ing  and exc lud ing  central heating and struct
ural a lterations: w hen  these items are excluded. 
Tab le  1 show s that the va lue of the total net stock of 
durab les at the end o f 1976 is reduced by £4-9 
b illion , from  £42-6  b illion  to £37-7 b illion , at current 
prices and by £1-4  b illion , from  £19-9 b illion  to 
£18-5  b illion , at constant (1970) prices on the 
assum ption o f reducing ba lance depreciation w ith  
m edium  life -lengths (the assum ption used In the 
subm ission  by the C S O  to the Royal Com m ission).

In any year at a g iven set o f prices, there are w ide 
d ifferences between the results o f the s ix  variants, 
a lthough the relationship between the variants 
seem s to  remain stable from  year to year. The 
largest stock  estimate (long lives, stra ight-line 
depreciation) is between 3^ and 3 |  tim es the 
sm allest (short lives, reducing balance). For a 
g iven m ethod of ca lcu la ting  depreciation, the short 
life and long life assum ptions g ive  answers about 
4 0  per cent low er and 4 0  per cent h igher respectively 
than the m edium  life assumptions. On the other 
hand, the results fo r stra ight-line depreciation w ith 
short, m edium  and long -life  assum ptions are re
spective ly  75, 65  and 60  per cent h igher than the 
correspond ing reducing ba lance estimates. Thus, in 
terms o f the assum ptions made here, the results are 
between one and a half tim es and tw ice  as sensitive 
to the cho ice  o f the method o f ca lcu lating deprecia
tion  as they are to the cho ice  o f life-lengths. To 
summarise the re lationsh ips between the variants, 
the tab le be low  show s the results for the end of 1976 
at current (end-year) prices inc lud ing  central 
heating and structural alterations, expressed as 
percentages o f the reducing balance medium life- 
length variant (£42-6  b illion ).
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M e th o d  o f  c a lc u la t in g  
d e p re c ia t io n L ife - le n g th  a s su m p tio n s

Straight line 
Reducing balance

short
109
63

m edium  tong 
165 227
100 143

The re lationsh ip  betw een the net s to ck  o f consum er 
durab les and other ca tegories o f personal secto r net 
wealth  thus depends to a cons ide rab le  extent on  the 
cho ice  o f the m ethod o f ca lcu la ting  dep rec ia tion  and 
on the assum ptions m ade abou t life -leng ths. W ith  
m edium  life -leng ths and using the reduc ing  ba lance 
m ethod (the assum ptions used in the C S O 's  
subm iss ion  to the Roya l Com m iss ion ) the va lue  at 
the end o f 1976  o f the net s to ck  o f durab les in c lu d ing  
central heating and structural a lte ra tions (£42 .6  
b illion , at current end-year prices) w as rough ly  equal 
to  the market va lue o f assets he ld  in life  assurance 
and superannuation funds (£37-1 b illio n ) and w as 
a quarter o f the estim ated market va lue o f personal 
secto r ho ld ings o f land and bu ild ings, (£ 166  b illio n ). 
If the durab le s to ck  w ere  va lued using stra igh t-lin e  
depreciation, on the sam e life -leng th  assum ptions, 
the net s to ck  (£70*1 b illion ) w ou ld  be a lm ost tw ice  
the va lue o f the assets o f life  assurance and supe r
annuation  funds and about 4 0  per cent o f personal 
secto r land and bu ild ings. S in ce  the d is tribu tion  of 
ho ld ings o f these types o f asset across the personal 
secto r is like ly  to  be very d ifferent (durab les be ing  
more even ly  d istributed than the other tw o  types), 
cho ice  o f the m ethod o f deprecia tion  and (to a lesser 
extent) m easurement o f life - leng th s has a s ign if ican t 
bearing on the question  o f h ow  personal w ea lth  is 
d istributed. The fo llo w in g  tab le  sh o w s  the per
centage o f total personal secto r net w ea lth  held at 
the end of 1976 in the form  of durab les on  the 
various assum ptions.

M e th o d  o f  c a lcu la t in g  
d ep re c ia t io n L ife - le n g th  a ssu m p tio n

Straight line 
Reducing balance

short
14(12)
8(7)

m edium  Iona 
19(17) 25(23)
13(11) 17(16)

The figures in brackets in the tab lea re theco rrespond - 
ing percentages if the estim ates fo r centra l heating 
and structural alterations are exc luded  from  the total 
fo r consum er durables. The ba lance sheet estim ates 
fo r the end of 1976  on w h ich  the percentages 
depend are prov is iona l and liab le  to  revision.

It IS interesting to  express the tota l net s to ck  o f 
durables as an average per househo ld . The next tab le  
show s the results g iven by the s ix  variants for the 
end o f 1976 at current prices in c lud ing  the central 
heating and structural a lterations com ponent, aver
aged over the estimated 20  m illion  househo lds and 
show n to the nearest £10.

M e th o d  o f  c a lcu la t in g  
d ep re c ia t io n L ife - le n g th  a ssu m p tio n

Straight line 
Reducing balance

short
£2,330
£1,330

medium long  
£3.510 £4.820
£2.130 £3,050

A lthough  there are w ide  d ifferences in the estim ates 
of the absolute level o f net stock, a ll s ix  variants 
g ive  a remarkably sim ilar p icture o f the grow th  in 
stocks of durables between the end o f 1966  and

the end o f 1976. Tab les 2  and 3 sh o w  the to ta l net 
s to cks  o f du rab les at cu rren t (end-year) p rices 
and at con stan t (1970 ) p rices, expressed as index 
num bers. A t  cu rren t prices, by  the end o f 1 976  the 
net s to ck  had increased to abou t 3 |  tim es its va lue  
at the end o f 1966  (abou t 3 J  tim es if centra l 
heating  and structura l a lte ra tions are exc luded ). 
A t  con stan t (1970 ) prices, the increase  over the 
sam e period  w as s lig h t ly  less than o n e -h a lf o f the 
leve l at the end o f 1966— an average rate o f increase 
o f abou t 4 per cen t per year. S in ce , over the  sam e 
period , the  num ber o f h ou seho ld s  increased by 
abou t 8  per cen t (abou t |  per cen t per year), the  
average annua l rate o f increase  in net s to ck  per 
househo ld  w a s  abou t 3^ per cen t at con stan t 
prices, (^hart 2  sh o w s  the  yea r-to -yea r percen tage 
change  in to ta l net s to ck  and in average net s to ck  
per househo ld  at 1 970  prices fo r the reduc ing  
ba lan ce  m ed ium  life - leng th  variant. For both  series, 
there w as an increase  in the rate o f g row th  from  
1966  to  1968  and  a d ip  In 1969  and 1970 , fo llo w e d
by three years o f strong g row th  and three years o f 
lo w  grow th .

Tab les 4  and 5 sh o w  in index num ber fo rm  h o w  the 
com ponen ts  o f the net s to ck  o f du rab les g rew  
be tw een  the end o f 1966  and the end o f 1976  for 
the reduc ing  ba lance  m ed ium  life - leng th  varian t 
at cu rren t (end -yea r) and at con stan t (1970) 
prices. Chart 3 sh o w s  the  con stan t p rice  data in 
g raph ica l form . The  greatest g row th  w a s  in h ou se 
ho ld  app liances, net s to cks  o f w h ich  at con stan t 
p rices doub led  be tw een  1966  and 1976. T h is  w as 
la rge ly the resu lt o f a strong su rge  be tw een  the ends 
o f 1971 and 1974, re flecting  a m ajor investm ent 
in co lou r te lev is ion  sets and  freezers. In contrast, 
the  va lue  o f net s to cks  o f c lo th in g  and foo tw ea r 
and o f fu rn itu re  Increased, at con stan t prices, by 
less than one -th ird  over the  decade. S to c k s  o f 
both these  item s g rew  at a s im ila r s teady  rate. N e t 
s to cks  o f m otor v eh ic le s  g rew  s trong ly  be tw een  the 
ends o f 1 970  and 1973, o n ly  to  fa ll by  abou t 2 J  
per cen t in each o f the fo llo w in g  tw o  years, o ffse t 
by  an increase o f abou t the sam e s ize  in 1976. 
The m isce llaneous group , la rge ly  structu ra l a lte r
a tion s to  dw e llin g s , g rew  s trong ly  up  to  1 971 : 
g row th  then  ceased  until 1974, w hen  it resum ed.

A s  a resu lt o f these  d iffe ren t rates o f g row th , the 
various com ponen ts ' con tr ib u tion s  to  the tota l net 
s to ck  o f du rab les has changed  a little  over the 
decade. Chart 4  sh o w s  the shares at the ends of 
1966  and 1976  at cu rren t p rices and at the re lative 
p rices of 1 970  fo r the m ed ium  life -leng th , reduc ing  
ba lance  variant. A t  1 970  prices, the com b ined  share 
o f c lo th ing , fo o tw ea r and furn iture, w h ich  at the 
end o f 1966  constitu ted  abou t 57  per cen t o f the 
tota l, had fa llen  by the end o f 1976  to  50  per cen t) 
the share taken by househo ld  app liances. Inc lud ing  
the centra l heating com ponen t, rose from  14  to  
18 per cent, and the rem ain ing ca tego ries ' shares 
w ere  steady. A  s im ila r set o f m ovem ents took  p lace  
at current prices, excep t that the share o f the 
m isce llaneous ca tegory doub led  from  3 to  6 per 
cen t because o f the large rise in the re lative price  o f 
structural a lterations. If stra ight line  rather than 
reduc ing  ba lance  deprec ia tion  is used, the co m p o 
nent shares and the changes over the decade  are 
sim ilar. Tab le  6 sh o w s  the va lue  o f the net s to ck  per

com ponen ts  at the ends 
o f 1966  and 1976  at current prices.
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Comparisons with other published 
estimates

T w o  other estim ates o f the s to ck  o f consum er 
durab les covering  parts o f the period 1 9 6 6 -7 6  have 
been published2- e. The estim ate by Roe^ used 
reducing ba lance deprecia tion  and covered :

Furniture, floo r coverings, a ll m ajor dom estic  
appliances, m otor cars, m otorcycles, pedal 
cyc les, rad io and te lev is ion  sets, tape recorders, 
radiogram s and m usica l instruments.

H is  estimate fo r the end o f 1966  (the o n ly  year o f 
overlap) w as £5.8 b illion  at current prices. W ith  
sim ilar coverage, the present reduc ing  ba lance  
estim ates w ou ld  be £6 .8  b illion  w ith  m ed ium  life - 
lengths and £4 .5  b illion  w ith  short life -lengths.

The Royal Com m iss ion 's  estimates® cove r 1971 to 
1973. Tab le  7 show s the Roya l C om m iss ion 's  
estim ates fo r the end o f 1971 for the various ca te 
gories, aga inst the m ost c lo se ly  com parab le  o f the 
present estimates. The de fin ition s o f life -leng th  
differ. The Roya l Com m iss ion  de fines the useful 
life o f an asset to  be the tim e taken fo r it to  fa ll at 
constan t prices to 10 per cen t o f its o rig ina l va lue, 
and starts the m easurement from  the m idd le  o f the 
year of acqu is ition . The de fin ition  used in th is 
artic le  Is the tim e taken to fa ll to  5 per cen t o f the 
orig ina l va lue measured from  the beg inn ing  o f the 
year of acqu is ition . Tab le  7 show s equ iva len t life- 
lengths on both defin itions, and the va lue o f the net 
stock  in the present set o f estim ates, using  the 
nearest life-length  fo r w h ich  estim ates w ere  c a l
culated. Tw o  categories o f durab le  considered  by the 
Royal Com m ission , recreational g oods and m is
ce llaneous goods, are exc luded  from  Tab le  7 
s ince  the coverage d iffers betw een the tw o  sets o f 
estimates. For the categories show n  in the table, 
the agreement betw een the tw o  sets o f estim ates is 
reasonably c lose, as shou ld  be expected, s in ce  they  
were com p iled  from  the sam e sources using  sim ilar 
m ethods apart from  the d ifferent de fin it ion s of 
useful life noted above. The present estim ate for 
m otor veh ic les is low er than the Roya l Com m iss ion 's  
because the latter w as based on  the w ho le  o f the 
series for consum ers' expenditure on  m otor veh ic les, 
whereas a sm all proportion o f th is  is made up o f 
dealers' m argins on  transfers o f cars w ith in  the 
personal sector, fo r w h ich  the present estim ate 
made a rough a llow ance.

Comparisons with other methods

It vyas pointed ou t in the in troduction  that an alter
native method o f estim ating the net stock  o f c o n 
sumer durables w ou ld  be to  conduc t a househo ld

su rvey o f assets and to  estim ate the  va lue  o f the 
inven to ry  d ire c tly  from  know ledge  o f Its age, 
con d it io n  and any  o ther re levant Inform ation. 
H ow ever, th is  approach  does no t appear to  be 
p racticab le  excep t in the case  o f m oto r veh ic le s  
w here  the  annua l veh ic le  census, con du c ted  by 
m eans o f the licen ce  records, p rov ides the  k ind  
o f data required.

Tab le  8 show s, fo r the end o f 1976 , an estim ate o f the 
num bers o f cu rren tly  licen sed  private  cars, vans and 
m o to rcyc le s  ana lysed  by year o f firs t reg istration. For 
years o f firs t reg istration  1976  and 1975 , the num bers 
are o f n ew  reg istrations. Fo r earlier years, the  
num bers o f cu rren tly  licensed  veh ic le s  are taken 
d ire c tly  from  the  annua l veh ic le  census, even though  
th is  re lates to  Sep tem ber 1976. T hu s  in app ly ing  
these  data to  ob ta in  a va lue  o f net s to ck  fo r the  end 
o f 1976 , sc rapp ing  o f veh ic le s  up to  tw o  years o ld  Is 
ignored  en tire ly  and so  is any  sc rapp ing  o f o lder 
veh ic le s  tha t occu rred  betw een  Sep tem ber and 
D ecem ber 1976. Tab le  8  a lso  sh o w s  w ritte n -d o w n  
va lue s  (in  term s o f 1 9 7 0  prices) b y  age fo r the tw o  
types o f veh ic le , assum ing  a 10  year life  (the 
m ed ium  assum ption ). The  va lues per un it (£ 937  
fo r cars and £ 2 2 0  fo r m o to rcyc le s) at 1 9 7 0  prices 
w ere  ob ta ined  by d iv id in g  estim ated retail sa les o f 
each type  o f veh ic le  b y  num bers o f n ew  reg istra tions 
in 1970. From  the  estim ate o f the va lue  o f the tota l 
net s to ck  ca lcu la ted  from  Tab le  8, an estim ate  o f the 
va lue  o f bus iness a cqu is it io n s  in 1975  and 1976  has 
to  be subtracted fo r com parison  w ith  the  perpetual 
inven to ry  estim ate fo r the persona l sector. The  resu lt 
is as fo llo w s ;

E s t im a te d  va lu e  a t  1970 p r ic e s  o f  th e  n e t s to c k  o f  
m o to r  v e h ic le s  o w n e d  b y  th e  p e rso n a l s e c to r  a t  th e  
end  o f  1976 based on  th e  A n n u a l V e h ic le  C en su s

£  b illio n
Cars and vans (private taxation class) 3.6
Motorcycles 0.1

less: 3.7
Business acquisitions of cars 1975 ,1976 -0 .9

(52 per cent of total)
Total personal sector stock 2.8

Thus the  perpetual inven to ry  estim ate (£3.1 b illio n  
on  the m ed ium  life - leng th  assum ption ) is som e 10  
per cen t h igher than tha t based on  reg istrations. 
The com parison  m igh t be extended b y  Im proving 
the estim ates o f car p rices by, fo r exam ple, using  
the in form ation  on  eng ine  s ize  from  the annua l 
veh ic le  census as a poss ib le  p roxy fo r price, or 
co lla ting  the  large am ount o f in form ation  ava ilab le  
on  se cond  hand car p rices b y  make, m odel, age and 
cond ition .

A no the r com parison  o f interest is be tw een  the 
estim ates ca lcu la ted  here o f the net s to ck  o f house 
ho ld  g oo d s  and the tota l am oun t fo r w h ich  in d iv i
dua ls insure the ir househo ld  con tents, derived  from  
an estim ate o f the tota l prem ium s pa id  fo r th is  
k ind o f insurance. The  Fam ily  Expend itu re  Su rvey  
p rov ides an estim ate o f prem ium s paid, and these 
after g ro ss in g -up  are show n  in Tab le  9  together 
w ith  an estim ate o f the co rrespond ing  sum  assured 
obta ined from  the total p rem ium s by assum ing  a 
typ ica l, but not un iversa l, rate o f prem ium  o f 25p  
fo r every £100  sum  assured. The estim ate relates 
on average to  the s to ck  in m id-year. End-year
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t r  so

estim ates have been obta ined by interpolation. It 
can be seen that the estim ated sum  assured lies 
between the reducing  ba lance estim ates w ith  m edium  
and w ith  long life -leng ths after m otor veh ic les and 
the m isce llaneous category have been removed 
from  the total net stock. Over the decade, the 
insurance-based estim ate has g radua lly  m oved 
aw ay from  the m edium  life estim ate and c loser 
to  the long life estimate. Th is m ay perhaps be 
accoun ted  for by the gradual in troduction  o f the type 
o f insurance p o lic y  w h ich , in return fo r a h igher 
prem ium , a llo w s  fo r rep lacem ent o f dam aged goods 
w ith  new  rather than w ith  depreciated goods; 
sum s assured estim ated from  prem ium s pa id  under 
th is type of p o lic y  w ill reflect a (h igher) va luation  
o f goods in n ew  rather than in depreciated cond ition . 
There has a lso  been an increasing  tendency 
am ong insurance com pan ies over th is  period to 
charge a h igher rate o f prem ium  In som e areas of 
the coun try  than the 25p  per £100  sum  assured 
used here, and th is again w ill tend to b ias upwards 
the estim ate o f to ta l sum s assured. T w o  further 
po in ts to  be borne In m ind are that, on the one hand, 
the insurance prem ium s w ill a lso  prov ide cover 
(at a h igher rate per £100  sum  assured) fo r items 
such  as w o rks o f art, jew e lle ry  and an tiques w h ich  
have been exc luded  from  the present estimates 
and that, on  the other, the assets o f househo lds 
that do  no t insure are exc luded  from  the estimate 
based on prem iums. The Fam ily  Expenditure 
Survey ind ica tes tha t 73  per cent o f sam pled house 
ho lds pa id  househo ld  con ten ts insurance in 1976. 
It is not know n  w hethe r un insured househo lds 
d iffer from  insured househo lds in terms o f the ir 
ho ld ing s o f durables. It is a lso  w id e ly  be lieved 
tha t m any househo lds are under-insured. In v iew  
o f these considerations, it is no t poss ib le  to  draw  
any hard and fast con c lu s io n s  from  the com parison, 
a lthough  it does appear to lend som e support to 
the m edium  life -length , reduc ing  ba lance variant.

Summary

The estim ates presented here of the value of the net 
s to ck  o f consum er durab les ca lcu lated  by the 
perpetual inventory m ethod from  data on con 
sum ers' expend iture sh o w  considerab le variation 
in level acco rd ing  to  the method o f depreciation 
adopted and the life -leng th  assum ptions made 
W ith in  tbe variants ca lcu lated, the cho ice  between 
stra ight line and reducing  ba lance depreciation is 
rather more s ign if ican t than the life -length  assum p
tions. On the low est estimate consum er durables 
accoun ted  fo r less than one-tw e lfth  and on the 
h ighest estim ate fo r about a quarter o f personal 
sector net w ea lth  at the end o f 1976. Despite these 
d iffe rences in abso lu te  level, the estimates of 
changes in the va lue o f the net stock o f durables 
from  year to  year are not s ign ifican tly  affected by 
ch o ice  o f m ethod o f ca lcu la ting  depreciation or 
o f life-lengths. Betw een the end o f 1966 and the 
end o f 1976  the va lue o f the net stock o f durables at 
current p rices increased alm ost four times. In 
vo lum e terms, the increase w as about 50  per cent. 
Over the sam e period, the vo lum e o f stocks of 
househo ld  app liances doubled, w h ile  stocks of 
c lo th ing  and o f furniture increased by less than one 
third. The lim ited com parisons possib le  w ith  esti
mates based on m otor veh ic le  registration data 
and on insurance prem ium s for household contents 
sh o w  reasonable agreement w ith  the medium  life- 
length, reducing  ba lance estimate.

End-197’ BeducinS

End-1976

StraigM ii"®, •
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P«J.1971 Straight line •• 
Reducing balance

End-1976 Straight fine ^  
Reducing balance
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A P P E N D I X  1

Total net stock of consumer durables 
T A B LE  1

£ b illto n

A t  c u r re n t  p r ic e s A t  c o n s ta n t  (1970) p r ic e s

Method of 
depreciation

Life-length assumptions 
Short Medium  Long

Life-length assumptions 
Short Medium  Long

Includ ing  central heating and structural alterations'
End-1966 Straight line 12-4 18-6 25-8 14-7 2 2 0

Reducing balance * * 7-1 11-4 16-5 8 '5 13-5

End-1971 Straight line 1 « .. 19-4 29-3 40-7 17-6 26-5
Reducing balance • * .. 11-3 1 8 0 25-9 10-2 16-3

End-1976 Straight line ., 46-6 70-1 96-5 21-7 32-9
Reducing balance • • .. 26-7 42-6 61 0 12-3 19-9

Exclud ing  central heating and structural alterations'

End-1966 Straight line 11-7 17-8 24-8 13-9 20-9
Reducing balance 6-7 10-8 15-8 7-9 12-7

End-1971 Straight line .. 17-8 27-3 38-2 16-3 24-8
Reducing balance .. 10-3 16-7 24-3 9-3 15-2

End-1976 Straight line .. 40-8 62-6 87-6 2 0 0 30-7
Reducing balance .. 23-1 37-7 5 5 0 11-3 18-5

30-7
19-5

36-9
23-4

45-5
28-7

29-4
18-6

34-9
2 2 0

42-9 
27 0

F̂or definitions of expenditure covered by these items, see text.

W

35

4M



'/

i

Index numbers of the total net stock of consumer durables at current orices 
TABLE 2

End-1966 =  100

Life-length
assumption

Method of 
calculating 
depreciation

End- End- End- End- End- End- End-

/nclud ing  central heating and structural alterations'
Long Straight line .. . .  100 107 117 128

Reducing balance .. . .  100 107 117 127

Medium Straight line .. . . 1 0 0 107 117 128
Reducing balance .. . . 1 0 0 107 118 127

Short Straight line .. . . 1 0 0 107 117 127
Reducing balance .. . .  100 108 118 127

Excluding  central heating and

Long Straight line .. . .  100 107 117 127
Reducing balance .. . .  100 107 116 126

Medium Straight line .. . .  100 107 117 126
Reducing balance .. . .  100 107 117 125

Short Straight line .. . .  100 106 116 125
Reducing balance .. . . 1 0 0 107 117 124

158
158

180
182

182
186

structural alterations'

140
139

139
138

End-
1973

End-
1974

End-
1975

End-
1976

213 264 318 374
215 264 316 370

216 268 322 377
219 268 320 374

220 271 323 379
225 272 319 375

206 254 302 353
208 254 300 349

208 255 307 353
211 256 301 349

210 257 302 348
215 258 297 346

>For definitions of expenditure covered by these items, see text

Index numbers of the total net stock of consumer durables at constant (1970) prices 
TABLES

End-1966 =  100

Method of 
Life-length calculating 
assumptions depreciation

Long Straight line .. 
Reducing balance

Medium Straight line .. 
Reducing balance

Short Straight line .. 
Reducing balance

Long Straight line .. 
Reducing balance

4 4

Medium Straight line .. 
Reducing balance

Short Straight line .. 
Reducing balance

^For definitions of expenditure covered by these Items, see text.
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End-
1966

End-
1967

End-
1968

End-
1969

End-
1970

End-
1971

End-
1972

End-
1973

End-
1974

End-
1975

End-
1976

Includ ing  central heating and structural alterations' 

100 104 108 112 115 120 127 135 140 144 148
100 104 109 112 115 120 129 137 141 144 147

100 104 108 112 115 120 128 137 142 145 149
100 104 109 111 114 120 130 137 142 144 147

100 104 109 111 114 120 130 139 143 146 148
100 103 108 110 113 120 132 142 143 143 146

Excluding  central heating and structural alterations' 

100 104 108 111 114 119 126 133 138 142 146
100 104 108 111 114 119 127 135 139 142 145

100 104 108 110 114 118 126 135 140 143 146
100 103 108 110 112 118 128 137 140 142 144

100 103 108 109 112 118 127 137 141 143 145
100 103 107 108 111 118 130 140 142 141 143

t a b l e  a

Asset tyP®
and footwear
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End.
1973 End.

1974

213
215 264

264
216
219 268

268
220 271
225 272

206 254
708 254

>08 255
>11 256

710 257
715 258

End.
1975

End.
1976

318
316

322
320

323
319

297 346

Stant(1970) prices

135 
137

140
141

144
144

146
147

137
137

142
142

145
144

149
147

139
142

143
143

146
143

148
146

Index numbers of the components of the net stock of consumer durables 
at current prices
Reducing balance depreciation, medium life-length assumption
TABLE 4

E n d -1 9 6 6 = 1 0 0

End- End- End- End- End- End- End- End- End- End- End-

374
Asset type 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976

370 Clothing and footwear a  a 100 102 110 117 129 141 160 191 223 254 284

377 Furniture ..................................... 4  % 100 107 116 126 140 153 173 207 251 294 341

374 Household appliances;
including  central heating* «  a 100 109 121 131 146 164 191 237 311 384 455

379 exc/i/d/Vrg central heating* • * 100 107 117 123 136 151 171 205 261 312 360

375 M otor vehicles ......................... 4  a 100 110 123 128 139 167 206 242 285 341 404
Recreational equipment 100 111 124 134 148 164 182 219 276 329 382
Miscellaneous^ ......................... «  a 100 110 123 146 177 208 251 310 400 541 580

349 T o ta l including  central heating and
structural alterations* a  • 100 107 118 127 141 158 182 219 268 320 374

oOj
349 T o ta l excluding  central heating and *

structural alterations* a  • 100 107 117 125 138 154 177 211 256 301 349

>For definitions of expenditure covered by these items, see text
^No series is shown for Miscellaneous excluding structural elterations, since the residual amount is negligible.

Index numbers of components of the net stock of consumer durables 
at constant (1970) prices
Reducing balance depreciation, medium life-length assumption 
TABLE 5

£ n d -1 9 6 6 = 1 0 0

Asset type

Clothing and footwear
Furniture .......................
Household appliances: 

including  central heating* 
excluding central heating*

Motor vehicles 
Recreational equipment 
Miscellaneous^

T o ta l including  central 
structural alterations*

T o ta l excluding central 
structural alterations*

End-
1966

End-
1967

End-
1968

End-
1969

End-
1970

End-
1971

End-
1972

End-
1973

End-
1974

End-
1975

End-
1976

..  100 101 105 108 112 114 120 126 127 128 129
.. 100 103 107 110 111 114 119 123 125 127 128

.. 100 105 111 115 121 129 146 169 184 192 201

.. 100 103 107 110 115 123 141 164 180 188 195
.. 100 106 112 110 112 129 152 162 157 154 157
.. 100 105 109 111 115 120 130 143 153 157 160
.. 100 104 115 128 136 145 149 147 143 153 164

and 
. .  100 104 109 111 114 120 130 137 142 144 147

and 
. .  100 103 108 110 112 l i e 128 137 140 142 144

‘ For definhiofis oJ expenditure covered by these items, see text.

>No series is shown for Miscelleneous txcluding structural elteraUons since the residual amount is negligible.
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Value of the net stock of consumer durables per household
Reducing balance depreciation, medium life-length assumption
TABLES

£ per household

A t c u rre n t prices A t  cons tan t (1970) prices

Asset type End-1966 End-1971 End-1976 End-1966 End-1971 End-1976

Clothing and footwear ..
F u rn itu re .........................
Household appliances: 

including  central heating 
excluding  central heating

M otor vehicles .. 
Recreational equipment 
Miscellaneous

T o ta l inc lud ing  central heating and miscellaneous 620 

T o ta l excluding  central heating and miscellaneous S85

2.130

1.890

Comparison between the Royal Commission's estimates and the present 
estimates for end-1971
TABLE?

Royal C om m ission e s tim a te t Present estim ates-

Category of assets

Average
life

End-1971
stock

Corresponding
life-length

Nearest
life-length

End-1971
stock

Years £ billion Years Years £ billion

Clothing .......................... 1 » . .  1-4 1*3 2-3 2 1-3
3 2-4

M otor vehicles f • .. 8 0 3-5 10-9 10 2-9
12 3-4

Household durables k A U —
Other household goods • « .. p o 7 0 10-9 10-74 7-6
Books ......................... . .  8 0 0-36 10-9 10 0-35

I
'See table on page 220 of Royal Commission on Distribution of Income and Wealth: Report No 1 ^  InHis! Report on theStertding Reference 
Cmnd 6171 (HMSO 1975).

^Based on the nearest life-lengths, corresponding to those used by the Royal Commissioa for which calculations have been made, These life-lengths 
are not necessarily the same as those used In the CSO's submission to the Royal Commission. The latter are shown in Appendix 2.

^Categories defined as In Royal Commission's table.
^Ufe-lengthsof components weighted by purchases*

3 8

. . . .

j
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s , » «

table 8 H

Pr

...................................  91 122 236 100 110 121 1376 ••

................................... 265 391 835 317 352 377 1975 •• 
ISTS-TJ ••

...................................  85 133 355 99 125 185 ,971-72

...................................  77 105 247 84 100 149 1969-70 -

...................................  93 150 345 109 136 159 before
• 65 102 227 80 92 119
...................................  21 42 132 25 35 39 Ta«I

Avetafl® a
vs
(J

( i ^
1

i 1
l i i
3 d
5 d
7 1
9 #4

fligTSmd 15761

Estimated sums assured ■
tables

con

f  fnliiiofi

^"^premiunt 

moments of
*vei[ir»gs

1965
1967
1968
1969
1970
1971
1972
1973
1974 
1375 
1976

(1)
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Stock of motor vehicles at end-1976
TABLES

Year of first 
registration)

Average 
age to 
end-1976 
(1)

N u m b e r (m ill io n s )
E s tim a te d  v a lu e  a t 
1970 p rice s , £

T o ta l va lu e  a t1 9 7 0  
p r ic e s  (£  b i l l io n )

Private 
cars and 
vans 
(2)

M oto r
cycles.
etc.
(3)

** rMJ|JUfUWii
o f original 
value 
remaining 
(4)

Cars. etc.
( 4 )  X 937
(5)

M oto r
cycles 
(4) X 220
(6)

Cars and 
vans 
(2) X (5)

M oto r
cycles 
(3) X (6)

1976 1-26 0-28 0-85 796 187 1-00 0 0 5
1975 .. 1 i M 7 0-28 0-62 581 136 0-68 0 0 4
1973-74 .. . .  3 2 7 6 0-29 0-39 365 86 1-01 —
1971-72  .. .. 5 2-88 0-18 0-21 197 46 0-57 —
1969-70 .. .. 7 201 0-09 0-11 103 24 0-21
1967-68 .. 9 1-84 0-08 0-06 56 13 0-10 —

1966 and before — 2-43 0-13 — — —•

T o ta l % » 14-35 1-33 3-57 0-09

^The numbers first registered In 1976 and 1976 are the numbers of new registrations during those yeets; for other yeers, numbers are taken from the 
Annual Vehicle Census, 1976.

e present Estimated sums assured; contents of dwellings
TABLE 9

£  m ill io n £ b il l io n

carest
=e*lengtf> 

eats

End-1971
stock

Estimated premiums 
for insurance o f Estimated sums
contents o f assured
dwellings (1 )/2 -5

( 1) ( 2 )

7-6

1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976

Note: Column (1) derived from the Family Expenditure Survey.

.<■ —I

End-year average 
sums assured

(3)

R e d u c in g  ba la n ce  e s tim a te  
T o ta l /ess m o to r  ve h ic le s  
and  m isce lla n e o u s

Medium lives

(4)

Long lives

(5)
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APPENDIX 2

Assumed life lengths
Durable grouping 
and consumers' 
expenditure series

Life-lengths

Items covered

F u rn itu re , e tc .
Furniture and floor 

coverings:

Weights Long Medium Short

0 4 4  4

Household textiles

Hardware

furniture 
floor coverings 
mattresses ..

blankets, sheets, p illows, cushions 
curtains and furnishing fabrics ..
pottery, glassware, hardware 
minor radio and electrical goods 
cutlery

•  9

4  •

0-95

0 0 5

H o use h o ld  a pp lia n ces
Housing maintenance (part)

Radio, electrical and other 
durable goods (part)

M o to r  ve h ic le s  
M otor vehicles

central heating installation by occupiers in existing 
dwellings ............................................................

electric and gas fires, paraffin heaters, washing 
machines, vacuum cleaners, lawn mowers, etc. 

electric storage heaters, sewing machines 
TV, radio, gramophones, etc....................

R e c re a tio n a l e q u ip m e n t 
Radio, electrical and other 
durable goods (part)

Miscellaneous recreational 
goods (part)

new cars and motorcycles
second hand cars acquired from businesses

Radio, electrical and other 
durable goods

Books

Other misc. goods (ha/f)

bicycles .................................................
prams ..........................................................

c a r a v a n s ..........................................................
yachts, boats, optical g o o d s .......................
gramophone records, toys, sports goods, miscellaneous 

goods connected w ith  arts, crafts, hobbies
musical instruments

0-25

0-75
• •

travel, leather, other miscellaneous goods

C lo th in g  and fo o tw e a r  
Men's wear 4 9

•  9

Women's wear 
Footwear 4 •

M isce lla n e o u s  
Housing maintenance

NHS spectacles
Private spectacles

structural alterations

4 4

40

40 25 15
30 20 10

15 8 5

15 10 5
40 25 15

25 20 15

15 10 5
20 15 10
10 8 5

12 10 8
10 8 6

15 10 5
8 5 3

20 15 10
25 20 15

8 5 3
25 20 15

15 10 5
8 5 3

5 3 2
5 3 2
5 3 2

20 15 10
5 3 2
5 3 2

{
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Current developments in Inland Revenue
estimates of personal wealth
A. T. DUNN and P. D. R. B. HOFFMAN, Stat/st/c$ Division, Board of Inland Revenue

Introduction

The article^ on personal sector balance sheets 
published In Economic Trends, January 1978* 
reprinted on page 3, provided estimates of the total 
wealth of the personal sector subdivided by types of 
assets and liabilities as at end-1975, with separate 
figures for non-profit-making bodies and the house
hold sector, which consists of individuals, private 
trusts, partnerships and unincorporated businesses. 
The figures for households were derived almost 
entirely from information other than the Inland 
Revenue estimates of personal wealth which are 
necessarily incomplete, being based on data required 
for administrative purposes which can only cover 
part of the field. On the other hand, balance sheet 
estimates cannot provide a subdivision by size of 
wealth so that for studying the distribution of wealth 
the Inland Revenue estimates are essential*. To give 
a complete picture it is necessary to bridge the gap 
between these two sets of figures.

The Inland Revenue estimates of personal wealth 
were introduced for 1960 and subsequent years, 
following a recommendation by the Committee on 
the Working of the Monetary System chaired by 
Lord Radcliffe, as an important aid to the interpre
tation of financial statistics, patterns of savings, etc. 
The estimates are derived by using the 'estate duty 
multiplier' method. In which the wealth of the dying 
is regarded as representative of the wealth of those 
living iri the same age group. Being based on 
information collected in the first instance for 
administrative and taxation purposes they were 
essentially confined to that section of the adult 
population thus covered and excluded the poorest 
individuals, and also some of the wealth of the richest 
in certain types of trusts. In the absence of compre- 
hsnsiye balance sheet information a reliable system 
of adjusting for the gaps and for problems of 
valuation that arise with these data was not possible 
and piecemeal solutions of certain problems would 
in any case have been undesirable as some adjust
ments would affect the data in one direction and 
others in the opposite.

The purpose of this article is to discuss in detail the 
reconciliation methods used and to describe briefly

* from which these estimates are derived relates r>ot to
individuals of which these are composed.

the lines on which further work w ill be carried out in 
this field. Table 1 provides a further breakdown of the 
reconciliation table included In the article on 
personal sector balance sheets (Table 2 on page 8).

First the methods used for the adjustments in the 
various columns of Table 1 are described. Next the 
effects of these adjustments on specific assets and 
liabilities are considered. Finally, the current work is 
broadly reviewed and future development work is 
outlined.

Methods of adjustment

i Problems of timing
Patterns o f assessment
At present, the Inland Revenue figures of Estate 
Duty (ED) and Capital Transfer Tax (CTT) and the 
present series of derived wealth estimates relate not 
to years of death but to years in which assessments 
are made. When an estate Is first reported to the 
Inland Revenue its detail is Included In the statistics 
of estates recorded for ED/CTT purposes in that year, 
analysed by size of net capital value In that year, but 
only that part of the capital reported In the year Is 
included. Any additional capital reported In sub
sequent years or any amendments (positive or 
negative) are entered in the year in which they are 
assessed and no alteration is made to the figures of 
the number of estates.

In certain cases, however, when an alteration in 
capital reported involves a change in ‘estate class' 
(which is the net capital value size group) the 
procedure is more complicated. For some small 
estates where duty is not involved there are also 
delays in the reporting of capital but these tend to 
be smaller.

Because of these time-lags the ED/CTT figures of 
assessments in the financial year 1975/76 for 
example will not relate entirely to deaths in that 
period. It has been assumed in the past that the 
average time-lag was 3 months so that the corres
ponding wealth figures have been attributed to the 
calendar year as published in Inland Revenue
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Statistics. A detailed investigation of the time-lags 
however has demonstrated that:

The average time-lag is about 5 months.
For certain types of assets e.g. unlisted shares 
time-lags are longer (irrespective of size of 
estate).
For bigger estates time-lags are longer 
(irrespective of their asset composition).
In addition, the bigger estates tend to have a 
larger proportion of assets of types which take a 
relatively longer time to be assessed.

Column 2a in Table 1 shows an estimated total of 
£6^ billion for adjustments for patterns of assess
ments. The importance of this adjustment on to a 
year of death basis will vary from year to year as is 
shown In Table 2.

Identified net wealth of individuals
TABLE 2

G reat B rita in

£ b ill io n  
Estimates based 
on assessments 
made in the 
financial year 
ending 31 March

Estimates relating 
to  calendar 
year o f death

1965 74 77
1966 77 82
1967 84 85
1968 88 92
1969 92 93
1970 97 99
1971 113 110
1972 138 147
1973 164 164
1974 157 161

U n ite d  K ingdom  
1974 160 164
1975 190 196

Because of the general upward trend of prices the 
year of death figures will normally be higher than 
the assessment year figures. But even when the 
adjustment on to a year of death basis has a 
negligible effect on the estimate of total net wealth 
it may significantly affect the estimates of the 
asset composition of wealth and its distribution as 
the time-lags are longer for certain types of assets 
and for bigger estates.

For the reconciliation in Table 1 the adjustment of 
the 1975 estimates of total net wealth on to a year 
of death basis has been done by first excluding from 
the totals of assessment in 1975/76 the few 
assessments based on deaths in the first quarter 
of 1976, together with those based on deaths in
1974 and earlier years, so as to leave only data 
from 1975 valuations. To these 1975 valuations 
are then added the few assessments for deaths in
1975 Included in the totals of assessment in 1974/75. 
Estimates are then made, asset by asset, by reference 
to patterns of assessment in earlier years, of the 
amounts likely to be recorded in assessments in 
1976/77 and subsequent financial years which 
relate to deaths in 1975. These estimates have been

based on the patterns of estates and do not therefore 
relate directly to the derived estimates of the total 
wealth of individuals. However, an investigation of 
the pattern of assessments analysed by separate age 
groups has shown little correlation between age and 
time-lag and this procedure should be reasonably 
accurate. The resulting totals then cover the 
calendar year 1975. The same procedure has been 
followed for the other years.

Projection to ehd~year values 
Deaths occur throughout the year, so the assets of 
the estates of the deceased w ill be at various values 
as prices of marketable assets change during the 
year. The aggregate value w ill therefore not be at a 
common valuation but w ill be roughly at the average 
value for the whole year. In consequence, the totals 
produced by the estate multiplier method have to be 
adjusted to end-year values before they can be 
compared with the balance sheet figures, which 
are at end-year values, taking into account both 
changes in prices of individual assets and changes 
in volumes. The adjustment to end-year values for 
1975, shown in column 2b of Table 1, is £9^ billion.

ii Choice of wealth multipliers
The multipliers used in the current Inland Revenue 
series of wealth estimates allow for differences in 
mortality rates between countries in the United 
Kingdom and between sex and age groups, and 
also crudely for social class with some smoothing 
across age groups. Various aspects of this procedure 
are currently under review but insufficient work 
has been done so far to determine whether any 
radical change is desirable and this would not have 
been possible in any case within the timescale of the 
present programme of work. However it was possible 
to carry out two changes involving eliminating the 
smoothing of multipliers and introducing separate 
multipliers for each marital status.

The smoothing of multipliers across age groups was 
used to decrease the variability of the estimates when 
these would have involved the application of 
separate multipliers to small cells. But whilst 
decreasing the variability of the overall estimates this 
method has the disadvantage of introducing bias 
in cases where the groups differ both in the multipliers 
appropriate and in the average level of wealth or 
type of holding.

Although Inland Revenue considered in the past 
that the balance of advantage lay with smoothing, 
in practice this did not seriously affect the estimates 
of assets taken over all age groups. As there is 
increasing interest in differences in wealth between 
age groups for which unsmoothed multipliers are 
essential it seems desirable, however, to abandon 
this smoothing process. Secondly, its removal does 
provide a useful contribution to bridging the gaps 
between the Inland Revenue and balance sheet 
estimates of holdings of specific assets (see 
column 3b in Table 1). Finally the introduction of 
marital status multipliers would have been difficult 
if smoothing were still adopted and marital status
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multipliers are considered desirable for several 
reasons:

In order to correct certain biases due to a 
combination of differential mortality rates and 
differences in wealth holdings between marital 
statuses.

II

III

To provide an essential stage in interpreting the 
numbers of adults included in the wealth 
estimates or excluded for various reasons.
Because of an interest in wealth analysed by 
marital status.

In fact the introduction of marital status multipliers 
has been difficult because of some imperfections in 
the basic documentation. The improvement in 
overall estimates of wealth implemented by the 
introduction of marital status multipliers stems from 
differences in mortality rates and patterns of wealth 
holding. This applies particularly to persons in their 
20's, 30's and 40's within which age-groups the 
mortality rates of the single are about double those 
of the married. There is less difference between the 
mortality of the single and widowed. As the average 
wealth of the married is higher than that of the 
single within particular age-groups the use of 
multipliers not differentiating between marital status 
results in a downward bias.

Moreover, there are significant differences in hold
ings of assets and liabilities. A greater proportion of 
the married than the single within an age-group have 
dwellings, life assurance policies and mortgages and 
consequently the present published Inland Revenue 
estimates underestimate these.

For these reasons. In the first instance we have 
applied marital status multipliers to our basic data 
for 1975. The main features of the resulting adjust
ments shown in column 3a of Table 1 are as follows.

The application of marital status multipliers to the 
basic data for 1975 explained a further £5 billion 
(just over 5 per cent) of the gap between net wealth 
of identified Individuals and the corresponding 
balance sheet estimates. The types of assets 
principally affected were dwellings, building society 
shares, bank deposits, life assurance policies and 
mortgages.

But in addition to these modest contributions to 
balance sheet work the application of marital status 
multipliers will provide essential information for the 
subdivision of the new estimates by range of estate, 
both by increasing the accuracy of these estimates 
and also in providing a better framework for 
classifying the population between Included, and 
various groups of excluded, population. In addition 
it may provide a framework for estimates of the 
distribution of wealth by marital status (and in turn 
a starting point for any work on wealth by house
holds) and facilitate the provision of estimates of the 
distribution of wealth by age group.

in Quality of basic data
For estates liable to ED/CTT or approaching the 
ED/CTT threshold the valuation is subject to
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investigation, whereas for smaller estates there may
be no occasion to negotiate changes and there is the
possibility of some significant under-valuation for 
certain types of property.

Again in smaller estates items which may for any
reason have been omitted are unlikely to be disclosed
subsequently if the total remains under the tax
threshold thus leading to an understatement In the 
statistics.

The most important of such undervalued or omitted 
Items are probably dwellings and building society 
shares and other liquid assets; from sample checks 
It IS estimated that for estates less than £12 500 
dwellings are underestimated on average by about 
15 per cent and holdings of building society shares 
and other liquid assets are understated by about 
10 per cent. These proportions have been used to 
arrive at broad estimates of the total understatement 
of £8 billion for dwellings and £2 billion for certain 
other liquid assets included in column 4 in Table 1.

iv Differences In coverage or method of 
valuation

In the ED/CTT statistics, consumer durables are 
valued at realisable values which for secondhand 
goods is much lower than their written down 
replacement value. For sector balance sheets the 
appropriate valuation is the deprival value—the loss 
that the owner would suffer if deprived of an asset— 
and this is interpreted in the case of consumer 
durable goods as the written down replacement 
cost. The balance sheet estimates are based on a 
perpetual inventory model in which expenditure on 
durables is accumulated over the assumed life of 
the assets and is revalued each year from original cost 
to current replacement cost but reduced by an 
appropriate allowance for depreciation (the methods 
used are described in more detail in the articles 
on the stock of consumer durables in the March 1978 
issue of Economic Trends, reprinted on page 26). It 
follows that there is a very big gap between the 
ED-based estimates and the balance sheet estimates. 
In column 5b of Table 1, £27 billion Is included for 
this valuation difference, of which £6 billion is 
accounted for by the excluded population.

Life policies in ED statistics are valued at the amount 
paid on-death which is far higher than the total 
value of policies in the hands of the living. On the 
other hand, surrender value would normally be too 
low as a measure of deprival value. The balance 
sheet figure attributes the total value of life funds to 
the personal sector. The figure of minus £265 billion 
in column 5b of Table 1 includes, together with 
valuation differences averaging about 80 per cent 
of sums paid on death, the residual unexplained 
differences between the Inland Revenue estimate 
and the balance sheet figure.

Pension rights do not form part of an individual's 
estate on death and obviously cannot be included in 
the Inland Revenue estimate. The balance sheet 
figures only include occupational funded pension 
rights and exclude unfunded and State pension 
rights. Column 5a of Table 1 includes £21 billion 
for this difference, of which £7 billion is administered 
by life offices.
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V Excluded small estates and excluded joint 
property

Up to 1974 the Inland Revenue estimates of 
identified wealth were based on notifications to the 
estate duty offices in respect of:

property liable to estate duty;
other property requiring representation on 
death. These notifications excluded:
i estates comprising small amounts of 

certain specified assets such as national 
savings and building society shares up to a 
specified amount (£500 each in 1974) 
which would not require representation;

ii estates comprising certain joint property 
which could pass by title on death, in cases 
where estate duty was not involved;
most property held in discretionary trusts 
(see section vl below); and
property held in settlements on a surviving 
spouse.

III

IV

With the introduction in 1975 of capital transfer tax, 
estate duty is gradually being replaced by capital 
transfer tax but this does not materially effect the 
coverage of the statistics.

Prior to 1965 provisions enabling small sums due on 
a death to be paid or transferred without the 
production of a grant of representation were included 
In a large number of statutes and regulations 
e.g. Government Annuities Act 1929; Post Office 
Savings Bank Act 1954; Building Societies Act 1962; 
Premium Savings Bond (Amendment) Regulations 
1960, etc.

The Administration of Estates (Small Payments) 
Act 1965 provided a uniform limit of £500 on the 
amount which might be paid without the production 
of a grant of representation by virtue of those 
provisions. These limits were raised by a statutory 
instrument to £1,500 as from 10 August 1975. 
Whilst this legislation was passed to reduce the 
burden of form-filling on small estates, an inevitable 
consequence of this is to considerably reduce the 
coverage of population owning small estates in 
the wealth estimates.

Property held by a deceased person on a beneficial 
joint tenancy where another joint tenant survives the 
deceased does not devolve upon his or her personal 
representative, but passes by survivorship to the 
other joint tenant or tenants. When no other property 
is left requiring representation, and where an estate 
is below the duty threshold, such estates are not 
required to be notified to the Capital Taxes Office.

In recent years there has been an increasing 
tendency for married couples to register purchases 
of owner occupied homes and to a lesser extent to 
take out mortgages In joint names, reflecting greater 
numbers of wornen in paid employment and changing 
attitudes to family finance generally.

We have no direct information on the excluded 
population of about 20 million adults most of 
whom have insufficient properly to require probate 
but some of whom have jointly owned property

which passes by survivorship and not under the 
w ill or intestacy. Even among the omitted very poor 
there will be many small holdings of building society 
shares and national savings and also cash and 
household goods. Amongst the better off below the 
tax threshold there w ill be interests in jointly owned 
building society accounts, bank accounts, dwellings 
and mortgages. The estimates for some items in 
column 6 of Table 1 have been considerably assisted 
by the special studies carried out for the Royal 
Commission on the Distribution of Income and 
Wealth by Professor Revell on national savings, 
building society shares and life assurance policies 
and details of these are given below in the sections 
concerned with these assets.

vi Excluded trusts
The figures in column 7 are based on internal surveys 
of non-dutiable trusts carried out by Inland Revenue 
and, for company shares, on the Department of 
Industry's company share register survey. This is a 
particularly difficult field and the estimates of both 
the total extent and asset composition of these trusts 
are to be regarded as tentative. A description of the 
share register survey was published recently In 
Economic Trends^.

Trusts and settlements differ from free estate In that 
the enjoyment of the property or of its income and 
its ownership are separated. Many trusts and 
settlements were liable to ED but two types were
not;

a Surviving spouse settlements
The beneficial Interest in a 'surviving spouse' 
settlement was enjoyed by a widow or 
widower who was not however competent to 
dispose of the property and did not own it. 
The exemption depended on the property being 
dutiable on the death of the first spouse to 
die. It was thus included in the statistics on the 
first occasion but not on the second.

b Accumulation and maintenance trusts and 
other discretionary trusts and settlements
These are trusts the beneficial Interests In 
which are owned by no specific individuals 
and for which the benefits of the capital and 
income are allocated at the discretion of the 
trustees. In most cases no part of the settled 
property was deemed to pass on the death of 
individuals and neither probate nor estate duty 
was involved. Accumulation and maintenance 
settlements, often established to provide income 
to be applied for the maintenance, education 
and benefit of one or more beneficiaries, with 
accumulation of income not so applied, would 
come Into this category. (Whether or not 
interests in such trusts were liable to ED 
depended on whether there were changes In 
the beneficial interests in possession following 
a death connected with the settlement; in 
most cases they were not liable.)

From an Inland Revenue survey on discretion
ary trusts It was estimated that just over 10 
per cent, of the capital in such trusts related to 
liquid assets such as cash, bank deposits, 
national savings and building society shares. 
As holdings of national savings are unimportant 
in the larger estates of Individuals, it was
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considered that no entry should be made for 
them under excluded trusts but that £ |  billion 
should be allocated both to building society 
shares and to the grouping of cash, bank 
deposits and other liquid assets.

vii Residua]
This gives the unexplained difference between 
columns 1 and 9 of Table 1. The line entry 'other 
assets' Includes a large amount of wealth not 
allocated to categories in the Inland Revenue 
estimates. As certain factors in the table have been 
Independently estimated by reference to factors 
applied multiplicatively to the basic estates data, 
part of the unexplained residual covers compounding 
differences.

Effect of adjustments on estimates of 
specific assets and liabilities

Assets
Dwellings
The time-lag adjustment added 5 per cent, on to 
the value of dwellings. The half year projection was 
based on prices given In Housing and Construction 
Statistics. Both these adjustments would be upwards 
in most years and considerably so in some, on 
account of the general upward trend in house prices.

The abandonment of smoothing slightly reduced 
the estimate but the application of marital status 
multipliers gave more weight to the holdings by 
married persons which are on the average greater 
than those for the single.

From research into valuations of estates below the 
estate duty threshold it has been estimated that 
the value of dwellings In such estates may have 
been underestimated by 15 per cent. Applying this 
to estates below £15,000, the ED/CTT threshold 
during 1975, and to a proportion of those above for 
the married (for whom an additional £15,000 relief 
was available for estates subject to CTT from 13 
March 1975) the estimate in column 4 of some £8 
billion was obtained.

Property in joint names may be held on a tenancy 
in common or a beneficial joint tenancy. For a 
tenancy in common, a grant of representation is 
required to make title to the share on the death of a 
joint owner. However, as mentioned earlier, for a 
beneficial joint tenancy the survivor(s) take(s) the 
beneficial interest by survivorship and no probate Is 
required for this alone. From an examination of 
estates of married wealth owners below their estate 
duty threshold it was estimated that the total value 
of their dwellings whether mortgaged or not was 
about two and a half times that of the total mortgages 
on dwellings. Applying this to an estimate of 
missing mortgages we obtained the figure of £15 
billion for missing jointly owned dwellings. The
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figure of £1 billion in column 7 relates to survivina 
spouse settlements.

Other buildings and land
The effect of the time-lag adjustment was neutral- 

by falling land values during the second half 
of 1975. The £2 billion in column 7 relates to 
discretionary trusts.

Trade assets
A long time-lag for trade assets Implied that £1 
billion should be added. The holdings in trusts 
were comparatively small.

Consumer durables
Time-lags are very short for these but the projection 
to end-1975 values added about 10 per cent The 
major adjustment is for method of valuation and 
column 5b is largely estimated by difference, no 
separate figure being placed In the residual column 
Column 5b covers the differences in valuation for 
both included and excluded populations. It must 
be emphasised that this very big adjustment does 
not imply that the estate duty figures are wrong but 
simply that a different concept of value is used for 
balance sheet purposes. The estimation of the 
holdings of consumer durables by excluded small 
estates and by excluded joint property owners was 
hazardous, in the absence of direct information on 
these groups, but nevertheless it was important to 
provide rough estimates which should give a 
reasonable pictureof theorder of magnitude involved. 
There were assumed to be 3 million excluded joint 
property holders with an average of £400 consumer 
durables each and a further 17 million excluded 
population with an average of £75 each. These 
assumptions were based on an extrapolation of 
estate duty patterns valued at realisable values, and 
contrast sharply with the written down replacement 
cost valuations underlying balance sheet figures.

National savings
Time-lags in assessment are very small for national 
savings and the adjustment from year average to 
end-year value was also very small. Furthermore, 
little bias was found from choice of wealth 
multipliers.

A 2 per cent, sample check on small estates 
suggested that a 5 to 10 per cent, uplift was needed 
in relation to amendments notified but not recorded 
for statistical purposes, thereby adding £ i  billion 
to national savings.

A special survey of Department for National Savings 
death claims made in late 1976 was carried out for 
the Royal Commission on the Distribution of 
Income and Wealth, by Professor Revell, in order 
to assess the proportion of claims where no probate 
was involved, and which for non-dutiable ranges 
would consequently not be reflected in the Inland 
Revenue's estate multiplier statistics. The survey 
covered claims relating to deaths both before and 
after raising of the probate exemption limit from £500 
to £1,500 in August 1975. Allowing for the change 
in this limit and for the ages of holders of national 
savings covered in the survey. Professor Revell 
estimated that some £1,650 million of national 
savings i.e. holdings of premium bonds, national 
savings certificates. National Savings Bank deposits 
SAVE holdings, etc., were not covered by Inland 
Revenue wealth statistics.
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IMational savings 1966-75"
TABLES

£ b ill io n

1966
1967
1968

1969
1970
1971

1972
1973
1974

1974
1975

National savings 
certificates and bonds

National and trustee 
savings banks Other Total

Identified
wealthholders

Personal
sector
balance sheet

Identified
wealthholders

Personal
sector
balance sheet

Personal
sector
balance sheet

Personal
Identified sector 
wealthholders balance sheet

Great Britain
United
Kingdom Great Britain

United
Kingdom

United
Kingdom Great Britain

United
Kingdom

3-3 4-2 2-9 3-9 0-1 6-1 8-2
3-4 4 2 3-1 4-1 0-1 6-5 8-4
3-1 4-2 2-9 4-1 0-2 6-1 8-5

2-7 4-1 2-5 4-1 0-2 5-2 8-4
3-2 4 0 2-7 4-3 0-2 5-9 8-5
3-1 4-3 3-2 4-6 0-3 6-3 9-2

3 0 4-6 3 0 5-1 0-3 6 0 1 0 0
3-3 4-5 3-7 5-4 0-2 7-0 10-1
3-1 4-3 3-9 5-6 0-2 6-9 101

United United United
Kingdom Kingdom Kingdom

3-1 4-3 4 0 5-6 0-2 7 0 10-1
3-2 4-6 4-6 5-9 0-2 7-8 10-7

including tax reserve certificates and certificates of tax deposit which are not distinguished separately in the inland Revenue statistics.

Table 3 compares the national savings figures for 
identified wealthholders with those In the personal 
sector balance sheet for the period 1966/75. 
National savings failed to attract new savings on the 
scale achieved by building societies over this period, 
and the gap between the identified wealth totals 
and the balance sheet totals has only widened very 
slightly since 1966.

account holder without evidence of probate. This 
survey distinguished between cases where shares 
had been held In a joint account and therefore 
passed automatically to the survivor, and those 
where the holding was in a single name and came 
below the probate exemption limit.

Building society shares and deposits 
As with national savings time-lags are very small 
but in contrast with national savings there can be 
a significant difference between mid-year and 
end-year savings. In the second half of 1975 
building society shares and deposits rose from £14 
billion to £16 billion.

Because holdings are higher for the married than 
for the unmarried but mortality is lower the sub
stitution of marital status multipliers increases the 
estimates and added £1 billion for 1975. However, 
half of this must be offset by the removal of a bias 
introduced by the conventional smoothing across 
age-groups.

It was estimated that 16 per cent, of notifications 
of deaths, for accounts held in single names, were 
transferred to new holders undertermsof the Building 
Societies Act and Small Estates Administration Act 
or 12 per cent, of all notifications for both sole and 
joint account holdings. The small holdings identified 
in this way averaged £430. A t the same time 26 
per cent, of all notifications concerned accounts 
held in joint names, averaging £925 per holder, 
assuming two joint owners per account. A similar 
pattern of joint ownership of savings was noted 
among married couples In an Office of Population 
Censuses and Surveys Inquiry in 1971 "9 where 28 
per cent, of married couples had some savings in 
jo int names.

For small estates for which probate was needed
but no estate duty was involved the estimates of
building society shares are biased downwards by
certain omissions of accrued interest and because
amendments involving such accounts sometimes
escape encoding. From a sample investigation into
these problems It was estimated that £1 billion
should be added in column 4 to the figures for these 
estates.

Information on the ages of those covered in the 
survey was not available, but assuming an age 
distribution similar to that in cases of holdings of 
building society shares which are reported for 
probate It has been calculated that up to £2,000 
million in joint accounts might be missing from the 
estate rnultiplier estimates of wealth, and a further 
£600 million in small single owner accounts below 
the probate threshold.

A spcia l survey was arranged by Professor Revell 
with one large building society' to investigate cases 
where shares were transferred on the death of an

Another gap in the wealth estimates concerns 
'unclaimed balances' accounts. According to one 
building society around 0.4 per cent, of their funds 
currently belong to account holders whom they
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have been unable to trace. This implies a total of 
nearly £100 million in this category across all 
building societies.

Table 4 below shows how the gap between the 
figures of holdings of building society shares by 
the identified population and balance sheet figures 
for the personal sector as a whole (excluding non
profit -making bodies) widenened over the ten years 
up to 1975.

Building society shares and deposits 
1966-75
TABLE 4

Holdings of 
identified 
wealthowners 
(£  b illion)

Personal sector 
balance sheet 
(excluding non- 
profit-making 
bodies)
(£  b illion)

Great Britain 
(United Kingdom

Difference 
between Col. 1 
and Col. 2 as 
percentage of

in brackets) United Kingdom Col. 2

1 2 3

1966 5-0 5-8 13-8
1967 5-8 6-9 15-9
1968 6-5 7-7 15-6

1969 6-1 8-6 29-1
1970 7-2 10-1 28-7
1971 9 0 1 2 0 2 5 0

1972 9-6 14-2 32-4
1973 11-7 16-3 28-2
1974 11-8 (11-9) 18-4 35-9 (35-3)
1975 14-1 (14-3) 22-5 37-3 (36-4)

Cash, bank deposits and other liquid assets 
Adjustments for items in this group follow much the 
same pattern as those for building society shares. 
The unexplained residual is, however, very much 
larger consisting chiefly of holdings of cash, i.e. 
notes and coin. In part the differences between the 
wealth component of £400 million for cash and the 
balance sheet counterpart estimate of £4,800 million 
can be attributed to bias Inherent in the method of 
estimation in which estates are used as a sample 
of the wealth of the population, for the dying are 
likely to have on average less need of cash than 
others. However, as explained in the paper on 
balance sheet sources and methods, balance sheet 
figures for household ownership of cash cannot be 
regarded as wholly reliable since they are based on 
residual figures after estimated holdings elsewhere 
e.g. by government, banks, companies, etc. have 
been taken into account. In any event the balance 
sheet figure which relates to holdings at end- 
December reflects a seasonal upswing for the 
personal sector.

Government and municipal securities
The only adjustment to these Is for excluded
discretionary trusts.

Listed company shares
A small downward adjustment on account of 
time-lags was offset by a substantial revaluation 
of shares to end-1975 prices. The Department of
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Industry survey of company share ownership re
corded £ 2 i billion shares as beneficially held for all 
types of private trust. Allowing for an estimated £ 2 i 
bjllton for other holdings allocated by the registered 
shareholders to individuals, but held by those 
individuals on behalf of trusts, and after deducting 
£1 billion for holdings of those trusts which are 
included in the wealth estimates, £4 billion of the 
total has been attributed to excluded trusts

Unlisted company shares
The time-lags for these are extremely long and 
allowing for them raises the figure by 50 per cent 
No attempt has been made to estimate the effect of 
projection to end-year values but it is considered 
unlikely to have been as marked as that for listed 
shares and as such would not significantly affect 
the figures in this table. The only other adjustment is 
the addition of £1 billion for excluded (discretionary) 
trusts. The adjusted Inland Revenue estimate is 
used In the balance sheet, there being no other 
source of information for this type of asset.

Life assurance policies
For these time-lags are unimportant but a pro
jection to end-year values was made on the basis 
of the trend implied by estate duty notifications. 
The removal of smoothing added £ i  billion and 
the use of marital status multipliers another £1 
billion. The latter adjustment reflects the lower 
mortality and higher holdings of life policies by the 
married than the unmarried.

A special survey on life assurances was arranged 
by Professor Revell for the Royal Commission on 
the Distribution of Income and Wealth with four 
member companies of the Life Offices Association 
and was concerned with identifying 'ordinary 
branch' claims which had been paid In respect of 
policies which were not covered by the estate 
multiplier estimates of wealth. In addition to a 
number of small policies paid out without evidence 
of probate being required, it was found that in a 
number of cases where more substantial policies 
were assigned to banks or building societies the 
estates concerned were not covered in the estate 
duty statistics and therefore missed 'identification' 
in wealth statistics based on these. Other sig
nificant factors affecting the coverage of holdings 
of assurances were (i) 'group schemes', typically 
those associated with occupational pension schemes 
where, when death occurs before retirement, the 
sum assured is often payable to a nominated 'next 
of kin' beneficiary, thus not forming part of an in
dividual's estate for estate duty assessment purposes, 
and (ii) Married Women's Property Act policies 
which do not form part of the 'free estate' and may 
not be included wnen probate is sought for other 
assets. It has been calculated that at least £5 billion 
In life policies might be missing from the wealth 
estimates in respect of policies owned by individuals 
but not probated, that is, measured on the basis of 
valuation at death. To this another £1 billion can be 
added for excluded trusts, not including group 
schemes administered by trustees. The remainder of 
the difference between the Inland Revenue and 
balance sheet estimates is mainly attributed to the 
differences in valuation referred to earlier, and no 
figure is given in the residual column.
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Pension rights
The Inland Revenue estimates exclude these 
entirely as they only cover probatable property or 
property liable to estate duty or capital transfer tax. 
For providing estimates of the distribution of 
marketable wealth they would be excluded In any 
case.

Other assets
For these a small adjustment for time-lags and a 
somewhat larger one for projection to end-year 
values was estimated. The big unexplained residual 
of £12 billion to be subtracted includes £9 billion 
other personalty not allocable to specific assets, £1 
billion interests in expectancy*, £2 billion income 
due and accrued and £2 billion debts due to persons.

Liabilities
Loans for house purchase
Patterns of assessment are not important for loans 
but the projection to end-year value added £1 
billion. The removal of smoothing added another 
£^ billion whilst the use of marital status multipliers 
by allowing for their greater importance among the 
married than for the unmarried (over 90 per cent 
of mortgagors are married) added a further £1J 
billion. For joint owners of residential property for 
whom probate is not required a substantial adjust
ment is necessary. It is estimated that as much as £7 
billion can be explained thereby.

Other liabilities
The main elements of 'other liabilities' are bank 
loans and advances, hire purchase and credit sale 
loans and debts owing to retailers, gas and elec
tricity boards, etc. Adjustments were made for the 
effects of time-lags and multiplier bias. It was 
considered unlikely that this item would be sig
nificant for many of the excluded population. It 
was, however, assumed that those with mortgages 
would generally have other liabilities. Part of the 
residual in column 8 may be accounted for by the 
fact that some returns for trade assets in the wealth 
estimates are based on valuations made net of 
liabilities.

Review of current work and outline of 
future developments

The Iriland Revenue estimate of £190 billion for 
identified personal wealth for the year 1975 
compares with the balance sheet estimate of £284 
billion for the overall wealth of the household 
sector at end-1975, so that a gap of one-third of 
that figure needs to be explained. This gap can be 
subdivided into the following main components:

and
remainders, reversions, and other future interests, 

6xp6Ct9nt on 8 d©8th or other ever)t.

1. Imperfections in Inland Revenue estimates 
of identified personal wealth of plus £21 i  
billion offset by life assurance adjustments of 
minus £21J billion.

2. Projection to end-year values (£ 9 i billion).

3. Conversion for consumer durables in 
identified wealth from a market value to a 
deprival value (£21 billion).

4. Coverage of certain pension rights (£21 
billion).

5. Excluded population with consumer 
durables at deprival values (£32 billion).

6. Unexplained residual (£10^ billion).

In the figures above, of the adjustment from market 
value to deprival value for consumer durables of 
£27 billion shown in the reconciliation table 
(Table 1), £21 billion has been attributed to the 
included population, and £6 billion to the excluded. 
Of the valuation and residual adjustments for 
life assurances of minus £ 2 6 i billion in Table 1, 
minus £21 i  billion has been attributed to the 
included population and minus £5 billion to the 
excluded population.

As shown in Table 5, allowing for the projection to 
end-year values and other adjustments to the in
cluded population, the Inland Revenue estimate of 
identified wealth accounted for 85 per cent of 
estimated marketable wealth, 76 per cent of total 
wealth with consumer durables revalued and 70 
per cent, of the balance sheet figure Including 
certain pension rights. The excluded population 
which by its nature cannot be covered by the Inland 
Revenue estimates accounts for 11 per cent, of the 
balance sheet total. The revaluation of consumer 
durables contributed 8 per cent, and the inclusion 
of certain pension rights 7 per cent to the balance 
sheet total, leaving an unexplained residual of 
4 per cent.

The present programme of work has thus bridged 
a considerable gap and in doing so allows some 
important improvements in the estate multiplier 
method to be implemented. The previous system of 
multipliers which Involved some smoothing over 
age groups has been replaced by one In which 
this procedure is no longer applied but in which 
separate multipliers are used for each marital 
status.

Some further work on multipliers is envisaged In 
which the application of social class ratios w ill be 
studied and the possibility of refining the multi
pliers to allow for variations in mortality rates for 
different groups of individuals. Some improvements 
in methodology for estimating the richest sections 
of the population are also envisaged.

During 1978 work has been done on adjusting the 
Inland Revenue wealth estimates analysed by size 
of estate for the various factors shown in Table 1 as 
far as this is practicable on the basis of information 
at present available and an article is being published 
concerning this in Economic Trends. November 
1978.20 This work extends to statistics of the 
distribution of wealth, the adjustments for time-lags
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Coverage of wealth of household sector 1975
TABLE 5

Coverage of
marketable
wealth

Coverage of 
wealth w ith  
consumer 
durables 
revalued

Coverage of
wealth
including
certain
pension
rights

Value 
£ billion

Value Value

Identified wealth o f Individuals ..........................
— projected to  end-1975 ..........................
— adjusted fo r imperfections in method, etc. .. 

Coverage of wealth w ith  consumer durables
revalued .............................................................

Overall wealth including excluded population 
Overall wealth including certain pension rights .. 
Unexplained residual .....................................

190
1 9 9 J
1 9 9 J

2 2 5 i

lO i

Total 236

percentage £ billion percentage £ billion percentage

81 190 72 190 67
85 199J 76 1 9 9 i 70
85 199^ 76 199^ 70

96
2 2 0 i 84 2 2 0 i 78
252J 96 2 5 2 i 89

lO i
2 7 3 i 96

4 4 lO i 4

100 263 100 284 100

and grouping biases and those for the valuation of 
consumer durables and of life assurance policies.

Pension rights, however, are not covered in this 
programme of work. Only a very crude allocation 
was possible for excluded wealth in excluded small 
estates and for excluded joint property and the 
allocation of that of excluded trusts was difficult. 
Finally no attempt was made to allocate the 
unexplained residual to ranges of wealth.

Nevertheless the gap between the Inland Revenue 
estimates of the distribution of identified wealth and 
the balance sheet estimates of the distribution of the 
overall wealth of the adult population was sub
stantially bridged. In addition a start was made on 
providing a regular series of detailed estimates by 
type of asset cross-classified by size of estate on a 
year of death basis and figures for 1974 on this 
basis wilt be made available shortly.21

VI

50

Befef®'

Ijfifveisrty interdsp̂

Econon>y'̂

1

3 J. Revel! ar^ j^ g n t in ? ^
and nafional^^a^^ 2 ii,M a y

4 a ’=
1975 page 166.

5  D .J .R e id : 'N » '^ . f  ^ n ! Statistical News, No. io .
(HMSO).

6 Royal Commission on the I 
Income and Wealth: Report 
Report on the Standing Refereni 
(HMS01975).

7 ‘Personal sector balance sheets- 
mitted to the Royal Commissioi 
ribution of Income and Wealth 
Statistical Office'. Economic Tn 
January 1978 (HMSO).

8 J. R. Calder: 'The stock of cons 
in the United Kingdom'. Ecoi 
No. 293, March 1978 (HMSO)

9 M. J. Erritt and J. C. 
of company shares;, 
trends, No. 287, Sepi

Royal Commission 
Income and Wealth

11 J. Moyle and A
'Privai

Persons



Pension
pghts

References

190
199J
199J

Pe^ntag,

284 m

I of ideniffied wealth and 
of the distribution of the 
It population was sub- 
on a start was made on 
of detailed estimates by 
^  by size of estate on a 
igures for 1974 on this 
shortly.2i

1 J. Revell: The Wealth o f the Nation (Cambridge 
University Press, 1967).

2 A. Roe: The Financial Interdependence o f the 
Economy 1957-1966 (Chapman and Hall, 1971).

3 J. Revell and A. Roe: 'National balance sheets 
and national accounting—a progress report'. 
Economic Trends, No. 211, May 1971 (HMSO).

4 Bank o f England Quarterly Bulletin, December 
1972 page 476, December 1973 page 453, 
and June 1975 page 166.

5 D. J. Reid: 'National and sector balance sheets'. 
Statistical News, No. 35, November 1976 
(HMSO).

6 Royal Commission on the Distribution of 
Income and Wealth: Report No. 1—Initial 
Report on the Standing Reference, Cmnd 6171 
(HMSO 1975).

7 'Personal sector balance sheets—Evidence sub
mitted to the Royal Commission on the Dist
ribution of Income and Wealth by the Central 
Statistical Office'. Economic Trends, No. 291, 
January 1978 (HMSO).

8 J. R. Calder: 'The stock of consumer durables 
in the United Kingdom'. Economic Trends, 
No. 293, March 1978 (HMSO).

9 M. J. Erritt and J. C. D. Alexander: 'Ownership 
of company shares: a new survey'. Economic 
Trends. No. 287, September 1977 (HMSO).

10 Royal Commission on the Distribution of 
Income and Wealth: Report No. 5— Third 
Report on the Standing Reference, Cmnd 6999 
(HMSO 1977).

11 J. Moyle and A. Cowley: 'Private non-profit- 
making bodies serving persons: balance sheets

for 1969 and 1970'. Economic Trends, No. 260 
June 1975 (HMSO).

12 An updated and slightly shortened version 
appears also in Statistics Users Conference on 
Financial Statistics, November 1977— Report 
of proceedings published by the Bank of 
England.

13 United Nations, Economic and Social Council,
System of national accounts (SNA)—Draft 
international guidelines on the national and 
sector balance-sheet and reconciliation
accounts of the SNA. E/CN. 3/460, 1974.

14 A. H. Cowley: 'Development of Inquiries to 
financial institutions'. Statistical News, No. 34, 
August 1976 (HMSO).

15 'Local government authority loan debt: Survey 
for 1968'. Economic Trends, No. 183, Januaiy 
1969 (HMSO).

16 Inflation Accounting—Report o f the Inflation 
Accounting Committee, Cmnd 6225 (HMSO 
1975).

17 T. J. Griffin: 'Revised estimates of the con
sumption and stock of fixed capital'. Economic 
Trends, No. 264, October 1975 (HMSO).

18 T. J. Griffin: 'The stock of fixed assets in the 
United Kingdom: how to make best use of the 
statistics'. Economic Trends, No. 276, October 
1976 (HMSO).

19 J. E. Todd and L. M. Jones: Matrimonial 
property (HMSO 1972).

20 A. T. Dunn and P. D. R. B. Hoffman: 'The 
distribution of personal wealth'. Economic 
Trends, No. I l l ,  November 1978 (HMSO).

21 Inland Revenue Statistics 1978 (HMSO 1978).

< ■  1 —

Printed Ir. England for Her Majest/e Stationery Office by Bumrp. Mathieaon & Co. Ltd. S495693/W
Dd. 595304 K6 10/78

■C*\



o

? • •

ij •

HER MAJESTY'SSTATIONERYOFFICE

Government Bookshops 
49 High Holborn, London WC1V 6HB 
13A Castle Street, Edinburgh EH2 3AR 
41 TheHayes. Cardiff CF1 1JW 
Brazennose Street, Manchester M 60 BAS 
Southey House. Wine Street, Bristol 8S1 2BQ 
258 Broad Street, Birmingham B1.2HE 
80 Chichester Street, Belfast BT1 4JY

Government publications are also available 
through booksellers

ISBN 0  11 6 3 0 7 5 6  0




