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In previous years the primary aim of tliis Paper has been to make clear the sources 
from which the Government's war expenditure was financed and the changes in the 
use of resources which the continued growth in this expenditure had made necessary 
by setting out estimates of the expenditure, revenue and borrowng, not of the 
Government alone but of persons, businesses and other parts of the economic system 
also. The idea behind this method of exposition is by now familiar at least in its 
war-time application. It is generally understood that the increase in the resources 
at the disposal of the Government for war purposes has been made possible by 
bringing into play resources previously unused, by diverting resources from other 
uses, by allowing capital equipment to run down and by borrowing and selling assets 
abroad. The need for following throughout the economy the implications of any 
large increase in war expenditure is accepted as a corollary to this.

But there is nothing in this method which limits its application to war-time. In 
peace-time, too, such an approach to any large change in expenditure whether public 
or private, on armaments, for example, or capital equipment is both possible and, in 
view of the Government's employment policy, necessary. For, as is pointed out in 
Cmd. 6527 the problem of maintaining employment is very largely the problem of 
maintaining total expenditure, public and private, and in an economy where this is 
accepted as one of the prime aims of government policy it becomes peculiarly 
important to have not only statistics adequate to measure that expenditure, but 
a method of bringing them together and of classifying them which makes possible 
the necessary comparisons with the immediate past and with the present position in 
other countries.
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Attention is again drawn to the continuing nature of the enquiries wliich form 
the basis of this analysis. This year has brought with it several new sources of 
information not previously available and the treatment of the main categories of 
national income and expenditure has been re-examined to ensure that the niethods 
adopted make use of the figures and other evidence available with as much consistency 
as possible. The effect of the consequent changes is set out in section IV below.

The tables have been prepared in the Central Statistical Office witli the collabora­
tion of the Treasury.
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INTRODUCTION

It is well known that the aggregate or national income of a country can be 
defined in a number of different ways, and these differences sometimes seem to form 
an arbitrary and even an unnecessary complication in a subject which is in any event 
sufficiently involved. Much of the difficulty arises because the results of aggregating 
incomes and expenditures are unfamiliar. This introduction is intended to show 
how such concepts as national income and expenditure are built up from other and 
more familiar concepts.

Aggregate personal income is largely free from the disadvantage of unfamiliarity 
for apart from one component it consists simply of the sum of the incomes of all 
the individuals normally resident in a country. These incomes may arise from 
work or from the ownership of property or they may be received from public 
authorities, as are old-age pensions, unemployment benefit and the interest on the 
national debt, without the receivers participating in current economic activity. 
Receipts of a capital nature are naturally not included and in the figures given here 
gifts between persons are excluded unless they are given to or received from persons 
abroad.

Personal income as here defined includes, in addition to the income received by 
individuals, the income accruing to charities and other non-profit-making bodies ; 
for to separate these would involve complications, particularly in dealing with 
expenditure, in return for which very little advantage would be gained.

Corresponding to this concept of personal income before tax there is a concept 
of outlay. This is composed of personal expenditure on consuiners’ goods and 
services, personal payments of direct taxes and the balance, or saving, which forms 
a net addition to personal wealth.

Saving as thus defined appears as a residual figure, being what is left of personal 
income after deducting outlay on consumers' goods and services and direct taxes. 
It can also be regarded as the sum of net personal lending and personal capital 
formation. Looked at in this way saving appears as the sum of the cash outlays 
by persons on all forms of assets and financial claims including assets that have just 
been produced, such as new houses. This is a net sum in the sense that personal 
sales of such items are reckoned as negative outlay.

An account can thus be formed which shows on one side the sources from which 
persons get their income and on the other the way in which they spend it. 
set out for 1938 in table I. This and the following eight tables all relate to 1938. 
which is chosen as an example since it is the only peace-time year in the senes and 
the only year for which sufficient information is at present available on all aspects 
of the British economy. Wherever information can be provided for the war yeap 
a reference (in square brackets) is given to the number of the corrpponding item in 
the main tables, 31 to 35. These numbers are intended solely for reference pur­
poses and the concept referred to may appear positively in one place and negatively 
in the other. Throughout, the annual figures relate to the United Kingdom and 
to the calendar and not the financial or fiscal year except where otherwise stated.

Remittances from abroad, item 4, are here included, as is natural, in personal 
income before tax and are similarly included in private income before tax m tab e 3 
The estimate is necessarily rough and it has proved impossible to make sin 1 
estimates for the more recent, years. Accordingly elspvhere and particular!) m 
tables 10 and 32, these remittances are excluded from income and to preserve the 
balance of the account are deducted from consumers' expenditure. An allowance 
for this adjustment is included in item 13 of table 21.
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TABLE 1
Personal Income and Outlay 

United Kingdom 1938
{£ million)

1. Rent, interest and profit re­
ceived by persons [19] ... 1,612
Wages, salaries and the pay 
and allowances of the Forces
[20+ 21] ..............................

Personal expenditure on con­
sumers' goods and services 
([7] or [27+28+29] plus item 
4 opposite) 4,178

2,913 7. Direct taxes [30+31+32] ... 468

Transfer payments from 
public authorities other than 
national debt interest in­
cluded in item 1 above [22 
to 2o] ... . - • • • • • • •

8. Saving [33 +  34] 183

4. Remittances from abroad (de­
ducted from outlay in [7] 
and [27]) ..........................

5. Personal income before tax
{[26] plus item 4 above) ... 4,829

9. Personal outlay ([35] plus 
item 4 above).............. 4,829

In this table personal saving (item 8) is obtained as a residue ; that is, by sub­
tracting the sum of items 6 and 7 from item 5. As explained above, the figures 
could in principle be arrived at by a more direct approach, but not enough informa­
tion is avaUable on the purchase and sale of assets and claims by persons to permit 
anything more than a broad check of the general size and movement of the estimates
obtained indirectly.

In addition to personal income there is also some other private income, mainly 
composed of the undistributed profits of companies, which is either added to business 
savings or used to pay taxes on business income such as National Defence Contribu­
tion, Excess Profits Tax and income tax on business saving. The sums involved in 
1938 are shown in table 2.

TABLE 2
Other Private Income and Outlay 

United Kingdom 1938
[£ million)

Other private income before 
tax [36] ... . • • ...

3. Direct taxes [38+39] •  # 77
259

4. Saving [40+41] ... 182

2. Other private income before
tax ... ... ... ... 259 5. Other private outlay 259

These two accounts may be added together. The resulting table shows the income 
accruing to the private sector of the economy (i.e. persons and businesses other than 
those operated by public authorities) and the disposition of this income between 
consumption, direct taxes and net additions to accumulated wealth. The bulk of 
these incomes is earned in productive activity ; that is, in the production of goods
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and the rendering of services of one kind or another. But a part is obtained as a 
transfer from public authorities and another (much smaller) part as a transfer from 
abroad It will be observed that if the amounts transferred to persons from pubUc 
authorities, such as interest on the national debt or old age pensions, are increased 
pnvate income is correspondingly increased even though the public authorities cover 
thcir expenditure by taxes or by borrowing from the private sector, *

In a similar the greater part of outlay is spent on home production of one
sort or another. But a part is spent on imported goods (including those imports
such as raw materials, which are incorporated in home production) and a part is
transferred abroad in the form of remittances. Yet another part is transferred to
public authorities in the form of taxes, while the balance, saving, is used to finance
capital formation or the borrowing of other sectors of the economy, notably in war 
time, the central government.

The result of adding together the items in tables 1 and 2 is presented in table 3. 
In this table some of the items are further subdivided under headings to which 
reference will be made later. The subdivisions -in this and the following three tables 
are m some cases necessarily more approximate than the main totals but they serve 
to demonstrate the interrelations of different parts of the economic system.

TABLE 3
Private Current Account 

United Kingdom 1938
{£ million)

1. Income from economic 
activity [6 -5 6 ] 4,592

Transfers from public author! 
ties [72]—
(a) National debt interest .. 
(i) Other ........................

Remittances from abroad (de­
ducted from outlay in [7] and 
r2711

^  j  /  • • • 25

5. Personal expenditure on con­
sumers’ goods and services 
([7] or [27+28+29] plus item 
3 opposite)—
(а) Factor cost—

(i) Home production— 
(a) Current factor 

cost
(/9) Depreciation and 

maintenance
(ii) Imports ..............

(б) Indirect taxes ..............
(c) Remittances abroad

2,670

269
668
561

10

6. Direct taxes [48] ♦  • 545

7. Saving [85+86] 365

4. Private income before tax
([43] item 3 above) ... 5,088

8. Private outlay ([44] plus item
3 above) .........................5,088

Some of the items in this table call for comment. It will be noticed that item 2, 
transfers from public authorities, includes national debt interest along with health 
and unemployment benefits, etc., comprehended under the term " other.” It may 
be wondered why the interest received on money lent to the government in return 
for securities which form part of the national debt is regarded as a transfer and not 
as income from economic activity as is the return on commercial lending. The 
answer lies in the fact that with trifling exceptions the national debt has been incurred
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in war-time and the money borrowed has been devoted to meeting the costs of \var. 
As a consequence the debt has very little counterpart in the form of productive 
assets. Speaking generally commercial interest can be paid because the money 
borrowed is put to a use which yields a measurable return while if the asset purchased 
with the money becomes worthless or disappears, the interest pym ents can only 
be paid from some otlier sources available to the borrower. In the case of the 
national debt the money borrowed has mainly been absorbed m rneeting the costs 
of war and almost no assets yielding a measurable return exist. Accordingly, it is 
thought to be less misleading to treat these interest payments as a transfer than to 
force the analogy: with commercial interest payments.

This method of treatment has certain other advantages. For example, the 
measure adopted for income from economic activity on this basis is independent 
of the methods adopted to finance past wars. If national debt interest were 
included in income earned from productive activity the measure of this income m 
1938, for example, would be made to depend on the extent to which the war of 1914-18 
had been financed by borrowing rather than taxation even though this difference 
had no effect on the economic activity actually going on in 1938.

The interest on other forms of borrowing by public authorities is included in 
income from economic acti\ity. It is only interest on the national debt that is 
excluded in \iew- of the special circumstances described above.

The total amount which consumers spend on goods and services of all kinds is 
the sum of the items included in item 5. The reason for giving the particular analysis 
shown lies in the relationship between the transactions shown in this table and those 
appearing in the three tables that follow. The important point at the moment is 
that this classification is exhaustive.

The term “ current factor cost " comprises those elements in the value of 
consumers' purchases w’hich form the remuneration of all in the United Kingdom 
w’ho contribute whether by labour, management, enterprise or property, i.e., the 
factors of production, to the total value of goods and services of all kinds bought 
by consumers. But in addition to these charges and profits, other elements of cost 
must be met out of sales proceeds; namely, depreciation and maintenance, the 
value of imported goods and services entering into consumers' purchases and indirect 
taxation. These items cover the whole cost of what consumers buy from producers 
and distributors in this country. In addition, however, consumers import certain 
goods and ser\ices direct from abroad and make certain remittances abroad. These 
transactions appear as part of item 5 (a) (ii) and in item 5 (c).

The taxes shown in table 3 appear under two heads ; indirect taxes in item 5 {b) 
and direct taxes in item 6, This distinction accords fairly closely with ordinary 
usage ; direct taxes are taxes levied on income, such as income tax, surtax, and 
Excess Profits Tax, and on accumulated wealth, such as death duties ; while indirect 
taxes are those levied on goods and services and chargeable as a cost against 
the proceeds of sale, such as customs and excise duties, purchase tax and local rates. 
The purpose of a distinction of this kind is to separate those taxes which directly 
affect relative prices from those which do not. A clear line of division cannot be 
attained in practice and this simple line of demarcation is adopted from practical 
considerations.

Table 3 covers a wide range of transactions but by no means the whole field. For 
example, the receipts and payments of public authorities lie largely outside this 
statement and appear in part and only incidentally in items 2, 5 (6) and 6. Accord­
ingly, an account similar to table 3 is set up for public authorities in table 4.

The term '* public authorities ” in this context comprises the central government, 
certain extra-budgetary funds such as the national health insurance funds and the 
various war risks insurance accounts, besides a host of smaller accounts, and local
la— 22270
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TABLE 4

C urren t Account of Public A uthorities
United Kingdom 1938

{£ million)
9. Income from public pro­

perty, trading, etc. [56] ... 27

10. Direct taxes [48] 545

11. Indirect taxes [52]
{a) Private—

(i) Current account ... 561
(ii) Capital account ... 19

(i) Public authority—
(i) Current account ... 28

(ii) Capital account 8

W Overseas .............. 22

Goods and services [76]—
(fl) Factor cost—

(i) Home production— 
(a) Current factor

cost ..............
(/?) Depreciation and 

maintenance ...
(ii) Imports ..............

634

Indirect taxes 28
Debt interest and other 
current payments abroad 10

Subsidies [65] 15

Transfers to the private 
sector [ 7 2 ] ......................... 471

Saving [80-60] or [87] 90

12. Income of public authorities 1,210 Outlay of public authorities 1,210

authorities. Table 4 shows that apart from certain profits received from 
participation in economic activity, nearly the whole of the income of public authorities 
is derived from taxation ; that is, from transfers mainly from the private sector of the 
economy. It will be seen, for example, that item 10 on the income side of table 4 
may be set against item 6 on the outlay side of table 3, while items 11 (a) (i) and 5 (b) 
also correspond.

On the outlay side, item 13, which relates only to current goods and services 
and excludes goods of a capital nature, is subdivided on the same general lines as 
item 5 of table 3. It will be seen that a part of the cost of goods and ser\uces pur­
chased by public authorities is indirect taxation and that accordingly item 13 (i) 
corresponds to item 11 (6) (i) on the opposite side of the account.

Item 14, subsidies, is peculiar to this account. The term is used here to mean 
a charge incurred by a public authority with the object of enabling the general public 
to buy a commodity or service at less than the price which would othenvise have to be 
paid. It does not include expenditure by public authorities in financing public 
services such as education or hospitals.

There are in practice four main types of public authorities’ transactions. Such 
a transaction may be regarded either as a trading loss, or as a purchase of goods or 
services which are then provided free or at less than cost to the recipients, or as a 
subsidy in the sense in which the term has just been used, or as a transfer payment 
in kind.

If the transaction were a private one, the excess of the buying over the selling price 
would normally be regarded as a loss. The same is true in the case of a public
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authoritv if the transaction in question is intended to be a commercial one ; that is if the authoritv is operating a commercial concern such as an electiicity undertaking, with the object of covering its costs or malang a profit, and in fact 
makes a lo^. But with public authorities this is not the common case.

It may be. as in the second case above, that the public authority is wholly financing 'or helping to finance a common service. This is the case, for exarnple. with expenditure on education since it would clearly be inappropriate to regard the excess of the cost over the receipts from fees as a loss. Such expenditure therefore is regarded simply as expenditure on goods and ser\dces by the public authority in
question.

The third possibility is that in buying high and selling low the public authority is incurring a charge in order to provide a subsidy in the sense defined above. Subsidies may take the form either of a payment to producers in relief of costs or as is more usual in war-time, of a differential in the buying and selling price of the public
authority pairing the subsidy.

Finally the transaction may be regarded as a transfer payment in kind. This method of treatment has been adopted in the case of certain goods provided free of charge such as medical benefits under the national health insurance schemes.
These examples indicate the sort of problem that arises in any attempt at an economic classification of the transactions of public authorities. Border-line cas^ will always occur in which a particular transaction could with equal propriety be classified one way or another, but the distinctions that have just been drawn seem 

from experience, to form a useful basis for classification.
No more need be said of item 15, transfer payments, except to note that it 

corresponds to item 2 in table 3.
Item 16, savring, is equal to the net capital formation of public authorities less their net borrowing. The fact that the figure is negative means that public authorities did not cover the whole of their current expenditure out of revenue ; in other w'ords, their net borrowing was in excess of their net capital formation (mainly buildings, roads and equipment for public utilities and services). It should be noted, however, that no part of war expenditure is treated as capital formation even if it is.on such things as factories and lorries. In view of the practical difficulties of deciding how far w'ar expenditure adds to the country's capital wealth it is thought less misleading to regard all war expenditure as current and to include assets in capital formation only when they are disposed of for some peace-time purpose. This is not an important matter in 1938, but the consequences of this method of treatment should be borne in mind in interpreting war-time figures of the expenditure by public authorities on current goods and services.
Tables 3 and 4 show the current income and outlay of the two sectors, private and public authority, which together cover the whole of the British economy. Only incidentally, however, do they provide any information on capital transactions and in order to bring these into the picture it is necessary to introduce a combined capital account. This is provided in table 5.
Table 5 shows on the outlay side the gross additions to the country's capital equipment of all kinds including stocks and work in progress and the net balance of capital transactions with countries overseas. On the receipts side it shows the extent to which saving and allowances for depreciation and maintenance respectively financed the total outlay. It should be noted that the amount shown in item 19 represents all such sums w'herever they may occur on the outlay side of tables 3 to 6 and not simply the sums shown in the two items on the opposite side of this account which relate solely to depreciation and maintenance incurred in the production of
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TABLE 5

Combined Capital Account United Kingdom 1938
(£ million)

18. Saving-
{a) Private [85-f 86]
(6) Public authority [87]...

19. Sums allowed for deprecia­tion and maintenance [88] ......................... 440

21. Domestic gross capital forma­tion—
(а ) Private [91]—

(i) Factor cost—
(a) Home production—

(1) Current factor cost
(2) Depreciation and maintenance

, (̂ ) Imports
(ii) Indirect taxes

(б ) Public authority [93]—
(i) Factor cost—

410
4  4 41

80
19

(a) Home production—
(1) Current factor cost
(2) Depreciation and maintenance

(/5) Imports
(ii) Indirect taxes

188
• » • 19

20 
8

09
20. Saving and sums allowed for depreciation and main­tenance ... ... ... 715

Net lending to or purchase ofassets and financial claims
 ̂ _from overseas [9 4 ] .............. 70

23. Gross capital formation 715

capital equipment and works. The net addition to the capital position at home and abroad can be obtained by subtracting item 19 from item 23. The result of this calculation is, of course, equal to item 18.
Finally, it is necessary to introduce an account showing the transactions of the rest of the world with the United Kingdom. This is done in table 6 which sets out receipts by countries abroad from the United Kingdom on the left-hand side and payments to the United Kingdom on the right.
Most of the items in table 6 have already appeared in tables 3 to 5. For example, payments for imports entering into consumers’ goods and services are included in item 5 of table 3 while the corresponding receipts by countries abroad appear in item 24 of table 6. Again, net interest and profits on British overseas investments appear as a payment by countries abroad in item 29 of table 6 and as a receipt by the private current account included in item 1 of table 3. The principal exception is item 28, payments for British exports of all kinds, but even here some of the components have already appeared. For example, item 28 (fe) corresponds to item 11 (c). The " imports ” shown in item 28 relate to the imports contained in 

British exports.
Between them, these four accounts (tables 3 to 6) cover the whole economy and they have been numbered consecutively to emphasise their essential unity. It
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TABLE 6 
Overseas Account

Transactions of the Rest of the World with the United Kingdom 1938

Receipts by countries abroad from the United Kingdom for merchandise, serxdces and dues, including tourists' ex­
penditure—
[a) Private—

25. Receipts by countries abroad from the United Kingdom government in respect of debt interest and other current payments
26. Remittances received from theUnited Kingdom ..............

{£ million)

... 4i (i) Current ... 668

... s. (ii) Capital ... 80
I9 (6) Public authority—

(i) Current ... 80
(ii) Capital ... 20

::ost (c) Overseas.............. ... 100

10

10

27. Receipts by countries abroadfrom the United Kingdom 968

Paj'ments to the United King­dom by countries abroad for merchandise, services and dues, including tourists’ ex­penditure—
(а ) Factor cost—

(i) Home production—
(a) Current factorcost ... ...
( )̂ Depreciation and maintenance

(ii) Imports
(б ) Indirect taxes

29. Interest and profits on United Kingdom overseas invest­ments, less commercial in­terest and profits received by countries abroad from the United Kingdom
30. Remittances to the United Kingdom
31. Net lending to or purchase of assets and financial claims from the United Kingdom ro4iI I

497

205

25

70
32. Payments to the United King­dom by countries abroad ... 968

ole econ"®-' ential un.tl •

would, of course, be possible to subdivide some of the accounts so as to show the interactions of receipts and payments in greater detail. It would also be possible to extend the system so as to take account of transactions which are not as it were on the surface but take place within the business and financial system. Information for these extensions is not available, but even so the present set of accounts makes it possible to compile most of the more important national income, product and expenditure tables and to show how these are related to the simpler accounts from which they are built up.
Broadly, there are three national income or product concepts that need to be considered. They may be called the net national income (or product at factor cost), the net national product at market value and the gross national product. The first is set out in table 7.
The numbers in round brackets refer to the items in tables 3 to 6 from which this tabic is derived.
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TABLE 7
Net National Income

Income from do­
mestic activity—
(a) Private (1-29) ... 4,387
(&) Public authority

(9) 27
2. Interest and profits 

on United Kingdom 
overseas investinents 
les$ commercial in­
terest and profits re­
ceived abroad from 
the United Kingdom 
(2̂ \ 205

(or Product at Factor Cost) 
United Kingdom 1938

{£ million)
4. Domestic expenditure 

on United Kingdom 
goods and services at 
current factor cost—
(a) Current—

(i) Private
(5aia) ... 2,670

(ii) Public autho­
rity (13aia
-1-14)

(i») Capital (gross)—
(i) Private

(21aial) ...
(ii) Public autho­

rity  (21fciol)

and Expenditure

Personal expendi­
ture on consumers' 
goods and services 
at market prices (5) 4,178

less Remittances 
from abroad (3) -2 5

9.
649

410

Expenditure by 
public authorities 
on current goods 
and services at 
market prices (13) 814

5. Expenditure by the 
rest of the world—

188 10. Domestic gross
capital formation
( 21)  .......................... 785

(а) On United King­
dom goods and 
services at cur­
rent factor cost 
(28aia) ...

(б) Interest and
profits on United 
Kingdom over­
seas investments 
less commercial 
interest and 
profits received 
by countries 
abroad from the 
United Kingdom 
(29) ................

II.

497

less Sums allowed 
for depreciation 
and maintenance 
(19) ft f  # -440

Net lending to or 
purchase of assets 
and financial
claims from over­
seas (22) ♦ ft ft -7 0

13. Subsidies (14) •  ft ♦ 15

205

14. less Indirect taxes
(11) ...............-6 3 8

3. Net national income 
(or product at factor 
cost) ... ... 4,619

6. Income - generating
expenditure ... 4,619

15. Net national expen­
diture at factor cost 4.619

The first and third columns of this table build up to the net national income 
and expenditure totals on the basi§ used in table 31 of section V for the years 
1938-44. The income column does not distinguish between income from different 
sources such as wages, profits, etc., only because in order not to overload tables 3 
to 6 with unnecessary detail these distinctions were not made there. The middle 
column is a variant of the final one which from certain points of \dew is the more 
useful, since it shows the extent to which current resources are used up in meeting 
different types of need.

The net national income column, i.e., the first of table 7, is obtained by picking 
out from tables 3 to 6 those items which form part of the income from economic 
activity accruing to any sector of the British economy. Clearly, such income cannot 
appear on the receipts side of a capital or overseas account and will be confined 
therefore to the first two of the four main accounts. From the left-hand side of 
table 3 only item 1, income from economic activity, is selected since the remaining 
items arise not from any participation in economic activity but simply as transfers 
from public authorities and overseas respectively. Similarly, in table 4 only item 9, 
income from public property, trading, etc., is required since all the remaining items 
are transfers of one kind or another and do not accrue to public authorities from 
their participation in economic activity.
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In a similar way the items in the second column in table 7 are obtained by picking 
out those items in the right-hand side of tables 3 to 6 which give rise to British 
incomes from economic activity. Such items arise on each of the four accounts. 
In table 3 there is only one, namely, the current factor cost of home-produced goods 
and services, which appears in item 5, since all the remaining items are transfers to 
other accounts. In table 4 not only the current factor cost of home-produced goods 
and services, which appears in item 13, but also subsidies, item 14, come into this 
category since subsidies are here regarded as charges incurred to enable the general 
public to make certain purchases at less than the cost to the producer. In tables 5 
and 6 three items composed of the current factor cost of home-produced goods and 
ser\dces which appear in items 21 (a), 21 (6) and 28 are required along with the 
net interest and profit on British overseas investments which appears in item 29 
of table 6.

The third column is obtained by a rearrangement of the items of the basic tables 
and corresponds to the form of presentation previously adopted and shown for each 
year since 1938 in section V, table 31. The general procedure can be seen from the 
case of consumers’ expenditure. This item is put down in its entirety, that is item 7 
of table 7 corresponds to the sum of the elements of item 5 in table 3. But deprecia­
tion and maintenance are deducted in item 12, imports and remittances abroad in 
item 13 and indirect taxes in item 15. A similar line of argument applied to the 
other elements of the table demonstrates that the components of items 6 and 15 of 
table 7 are derived from different arrangements of exactly the same elements.

From many points of view the net national income (or product at factor cost) 
and expenditure are the most important of all these aggregates. They record the 
value of the product of British labour and capital at home and overseas, as measured 
by the incomes received from economic activity or by the expenditures which give 
rise to these incomes. It is this total that is divided year by year between con­
sumption. whether by consumers or public authorities, and additions to capital 
wealth, whether at home or abroad. If it is necessary to increase one item of 
expenditure, say, government expenditure on goods and services, which has increased 
very greatly since 1938 even after allowance for the rise in prices, then either the 
total value of the product must be raised, for example, by employing resources more 
fully, or other forms of expenditure must be reduced, for example, by the direct 
restriction of certain types of output and imports.

Looked at from a longer term point of view it is this same sum which, when 
adjusted for changes in the value of money, measures the net value of the production 
of goods and services of all kinds and therefore the amount of the product in terms 
of the common denominator money which is available either for raising the material 
standard of living or for increasing the country's capital wealth.

The income (or product) and expenditure totals of table 7 are qualified by the 
term " net In the first column this means that the rent and profit components 
of income are reckoned after deduction of sums allowed for depreciation and main­
tenance. In the third column the same amount is deducted (in item 11 of table 7) 
from the sum of current expenditure and gross capital formation, since otherwise 
it would appear twice, once in sales proceeds and again in gross capital formation. 
In the second column the whole of gross capital formation duly appears, as it should, 
as part of income-generating expenditure irrespective of how it is financed.

The expenditure total shown in item 15 of table 7 is said to be " at factor cost 
This means that from the total actually spent indirect taxes are deducted since this 
^ o u n t  of the sales proceeds is taken by the taxing authority and is treated as a 
business cost and not as a part of income, while subsidies are added on since they 
represent a source of income available to producers in addition to the proceeds of 
sale. The resultant, or “ factor cost ”, represents what producers and distributors 
their employees, landlords and creditors, in a word the factors of production, receive 
lor the sale of their products and services after duplication has been removed An 
example wiU make this clear. Out of the price of 2s. 4d. paid for twenty cigarettes

3— 22270

1 •

#



S  I

/

'k

I

,  I

I  «

I
»'1
I

i

■t
si

14

approximately Is. 9d. goes to the Exchequer in the form of tobacco duty, and other 
minor levies which are here treated as indirect taxes, such as rates on business 
premises and employers’ national insurance contributions, have also to be deducted 
from the remainder. Thus out of the original 2s. 4d. rather less than 7d, is the 
factor cost left over to be paid in wages, salaries, interest and rent or retained as 
gross profit by the makers and distributors of the cigarettes and the materials and 
services which enter into them.

It is convenient at this point to describe the treatment of lend-lease and mutual 
aid which become of great importance in the war years. In general, assistance of 
this kind received by this country is excluded altogether, being regarded as part of 
the product of the giving rather than the receiving country. In the case of warlike 
stores which are retained by the government for war purposes no difficulty arises 
since the figures are simply omitted from all elements of the national expenditure. 
Where the goods received are sold to the public, as in the case of foodstuffs, the 
position is more difficult. The value of foodstuffs sold naturally appears in con­
sumers' expenditures but apart from the distributors’ margin, no corresponding 
income is generated in this country as a result of the sale. -Accordingly, it is neces­
sary to deduct an amount equal to the government’s proceeds from the sale of lend- 
lease goods from govemmeht expenditure on goods and services. The interpretation 
of this deduction is that to the extent of the sales proceeds British government 
expenditure is met indirectly from lend-lease sources and not out of taxation or
Id owin^

Conversely, the value of goods and services provided by the United Kingdom 
to Allies under mutual aid is included in government expenditure on goods and 
services since it forms part of the product of this country’s resources.

The other concepts relating to national income, product and expenditure may 
readily be derived from the tables so far presented. To obtain the second concept, 
namely, the net national product at market value, it is necessary to add mdirect 
taxes to, and to deduct subsidies from, the net national income (or product) shown 
in item 3 of table 7. Correspondingly, on the expenditure side it is necess^  to 
include items 7 to 12 of table 7 and omit items 13 and 14. The result is that the net 
national product at market value tends to increase when indirect taxation replac^ 
direct taxation, and vice versa, since the former affects market values in a way m 
which the latter does not. Thus to some extent both the indirect taxation m d ^so 
the expenditure it finances enters into the final result. These changes lead to the
following table :—

TABLE 8
Net National Product at M arket Value, United Kingdom 1938

(£ million)
1. Net national product 

at factor cost [6] ... ...4,619

2. Indirect taxes [52] ... 638

3. less Subsidies [65] ..._ 15

5. Personal expenditure on con­
sumers’ goods and services less 
remittances from abroad [7]... 4,153

6. Expenditure by public authori­
ties on current goods and 
ser\dces [8] ......................... ^14

7. Domestic net capital forma­
tion [9+10] .........................

8. Net lending to or purchase of
assets and financial claims from 
overseas [1 3 ].........................

4. Net national product 
at market value ... ...5.242 9. Net national expenditure . . - 5,242

The third concept, namely, the gross national product is 
allowed for depreciation and maintenance to the net national product at market
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while on the expenditure side domestic gross capital formation is substituted for 
the net figure shoxvn in table 8. As the second column of table 7 shows, the 
expenditure on renewals and replacements actually carried out is already included 
in the net national product. Thus the gross national product includes both the 
financial provision for depreciation and maintenance and also the cost of work done 
out of this provision. These changes lead to the following table :—

TABLE 9
Gross National Product at Market Value, United Kingdom 1938

{£ million)
1 Net national product at 

market value ... 5,242

Sums allowed for deprecia­
tion and maintenance [88] 440

Gross national product at 
market value .............. 5,682

4. Personal expenditure on con­
sumers’ goods and services, 
less remittances from abroad
[7] ............... ' ...............4,153

5. Expenditure by public au­
thorities on current goods
and services [8] ............... 814

6. Domestic gross capital forma­
tion [91+93] ...............

7. Net lending to or purchase 
of assets and financial claims
from overseas [ 9 4 ] ..............  —70

8. Gross national expenditure... 5,682
It can thus be seen that all the main national income, product and expenditure 

totals can be extracted from the preceding tables 3 to 6. Table 10 shows as briefly 
^  possible the relationship between the main income and product totals introduced 
in the foregoing tables. Figures are given for each of the seven years 1938-44,

TABLE 10
Main Income and Product Totals, United Kingdom 1938-44

{£ million)

1. Personal income before 
tax [26]........................
phts Other private .in­
come before tax [37] ... 
Private income before 
tax [43] ....................

4. plus Income of public au­
thorities from public pro­
perty, trading, etc. [56]

5. less Transfer payments 
from public authorities 
to the private sector [72]

6. Net national income (or 
product at factor cost) [6]

7. plus Indirect taxes and 
similar levies net of 
subsidies [52-65]

8. Net national product at
market v a lu e .............

10

plus Sums allowed for 
depreciation and main­
tenance [88] .............
Gross national product 
at market value

1938 1939 1940 I94I 1942 1943 1944

4,804 5,042 5,744 6,436 7.088 7,684 8,043

259 369 615 919 962 980
#

975
5,063 5,411 6,359 7,355 8,050 8,664 9,018

. 27 23 30 45 84 69 47

-471 -464 -476 -523 -580 -654 -731
4,619 4,970 5,913 6,877 7.554 8,079 8,334

623 687 846 1,097 1,208 1,286 1,260
5,242 5,657 6,759 7,974 8,762 9.365 9,594

440 450 465 475 475 ’ 475 475
5,682 6,107 7,224 8,449 9,237 9,840 10,069
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These different totals are useful for different purposes. Thus in any problem 
relating to the demand for different commodities by all consumers in the country 
it would be natural to start with personal income (item 1 of table 10) and perhaps 
deduct direct tax payments since these represent an unavoidable commitment. 
The same would be true if it were necessary to estimate how personal saving would 
vary if “ income ” varied by a given amount. On the other hand if a comparison 
is made (as in section III(B) below) of the total of taxes with the " income " out of 
which it is paid it is clearly right to take pnvate income before tax (item 3 of

any problem turning on the availability or use of resources is b ^ t  handled 
in terms of the net national income (or product) (item 6 of table 10) and the 
associated measure of expenditure. It will be noticed that in table 7 in which a 
further analysis is given of expenditure in this sense, the component items follow 
substantially the’same lines as were adopted in the White Paper on Employment
Policy (Cmd. 6527 of May 1944). , , ,  u / w

The remaining two totals (items 8 and 10 of table 10) may be useful for certain
purposes and have the advantage of being broacEy comparable \vith figures frequently
quoted in other countries in discussions of national income and product.

II .—CENTRAL GOVERNMENT EXPENDITURE AND THE
NATIONAL ECONOMY

The magnitude of the economic and financial problem of directmg a l^ge 
proportion of the country's resources to war purposes can be seen by compamg 
Lpenditure on goods and services by public authorities with an appropnately
defined national product as set out in section I. , j  •

Table 11 shows the expenditure of all public authonti^ on goods^d-servic^ 
of all kinds. After adjustment for indirect t^ e s  and subsidies this total is compared
with the net national income (or product), item 3 of table 7.

Expenditure on
TABLE 11

Goods and Services by Public Authorities 
United Kingdom 1938-44

{£ miUion)

1 Central government
(а) War [122].............
(б) O ther [123+124] ... 
Extra-budgetary funds 
and local authorities
(а) War .............
(б) Other .............

3. Total at market value
[76+80] ................

4. less Net indirect taxes 
included in market value

5. Total adjusted for net
indirect ta x e s .............

6. Net national income (or 
product at factor cost)
[6] 4 » %

7. (5) as a percentage of (6)

1938 1939 1940 1941 1942 1943

353 743 2.471 3.571 3,944 4,552
116 130 135 142 151 149

5 52 104 129 118 95
465 435 371’ 362 364 355

939 1,360 3,081 4,204 4.577 5,151

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

903 1,306 2.945 3.984 4.343 4,913

4.619 4,970 5,913 6,877 7.554 8.079

20 26 50 58 57 61

1944

4,591
148

5.179

-2 3 5

4,944

8.334
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Tliis expansion in the expenditure of public authorities on goods and services 
is partly due to the war-time rise in prices, which has also affected the value of 
the net national product. The expansion has, however, been large even when 
allowance is made for this fact, and has in part been made possible by an increase 
in the country’s output of goods and services. This has in turn been due to a rise 
in employment and in average hours of work and also to shifts in industrial structure 
and the increases in output per manhour which have taken place in certain industries* 
The following table shows the level of employment in Great Britain in all occupations, 
except private domestic service, including the armed forces and whole-time civil 
defence services. Women doing part-time work, who at the middle of 1944 amounted 
to some 900,000, are each counted as* a half in this table.

TABLE 12
Numbers Employed at Midyear including Members of the Armed

Forces and Whole Time Civil Defence
Great Britain

(Million)

Males aged 14-64 

Females aged 14-59 ft ft

Total of above

1938

13-2

17-8

1939

13*6

4-8

18-4

1941

151

2 M

1942

15-1

22-0

1943

15-0

22-2

1944

14-9

7-1

22*0

Average hours of work have risen since before the war and in the industries
covered by the Ministry of Labour earnings enquiries have changed as follows 
since 1938

y

12

51

1944

149,

18
64

95! 
3551

87

0

7/

34

43

3,151 i
235

5/ ,
61

59

TABLE 13
Average Weekly Hours Worked in the Principal Industries

United Kingdom

Males

Females

October
1938

Total ft •

July
1943

50

January
1944

July
1944

48J

I The factor of output per manhour cannot be measured satisfactorily even within
nroditT. ' ' ‘T  that have taken place in the character of different
products. In certam industnes large increases are known to have- taken place
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whilst in others war-time difficulties of one sort or another such as changes in the type 
of labour available appear to have prevented any rise and in some cases even to 
have led to a fall. On the average it seems probable that some rise has taken place. 
But there seems little doubt that the main sources of increased output per manhour 
are to be found in the shift of employment from industries with a relatively low to 
those with a relatively high output per head and in the economies that have arisen 
through the greatly increased scale of war industries.
$

It would not have been sufficient simply to rely on a rise in employment, hours 
of work and productivity to provide or release resources for direct war purposes. 
It has also been necessary to curtail current consumption as far as possible and to 
live on accumulated wealth by failing to maintain buildings, equipment and stocks 
not essential for war purposes and by selling assets and financial claims abroad.

It can be seen from table 11 that even before account is taken of the rise in prices 
there was a decline in the expenditure on goods and services other than for war 
purposes by public authorities. Consumers’ expenditure, which is dealt \rith in 
greater detail in the following section, rose in money terms but fell when account 
is taken of the rise in prices. This change is brought out in table 14 which shows 
the market value of consumers’ expenditure adjusted for indirect taxes and subsidies 
at current and constant prices.

TABLE 14

C onsum ers’ Expenditure Adjusted for Indirect Taxes and Subsidies
United Kingdom 1938-44

1938 1939 1940 1941 1942 1943 1944

Consumers’ expendi­
ture adjusted for 
indirect taxes and 
subsidies ...

(a) At current prices 
{£ m i l l i o n )
[274-28J 3,607

1

3,672

i

3,762 3,813 3,953 3,972 4,183

(&) At 1938 prices 
(;£ million) 3,607 3,612 3.176 2,920 2,894 2,79S 2.898

(c) Index of
(a) ; 1938= 100 100 102 104 106 no 110 116

[d] Index of
(6): 1938=100 100 100 88 81 80 78 80

It has not been possible during the war to measure directly the extent to which 
the country has lived on domestic capital but an indirect measure can be obtained. 
The estimates of private domestic net capital formation (included in item 3 of table 15) 
are obtained as a residue (except in 1938) after all the other elements in the net 
national income (or product) and expenditure have been taken into account. These 
figures and the net change in the overseas position are brought together in table 15.
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TABLE 15

Net Changes in Capital Wealth 
United K ingdom  1938-44

{£ million)

1938 1939
1

1940 1941 1942 1943 1944

1. Gross capital for­
mation at home 
[91 + 92+93] ... 785 827 541 394 397 352 287

2. less Sums allowed 
for depreciation 
and maintenance 
[88] -440 -450 -465 -475 -475. -475 -475

3. Net capital for­
mation at home 
and war losses 
made good 
[9+10+11 + 12] 345

%

377 76

s

-81
/

-78 -123 -188
4. N e t l e n d i n g  

abroad and pur­
chase of assets and 
financial claims 
from overseas [94] -  70 -250 -796 -795 -666 -684 -655

5. Total (sum of 
items (3) and (4)) 275 127 -720 -876 -744 -807 -843

4

J

In this table no deduction is made for loss or damage due to enemy action. Thus 
Ae sums shown for depreciation and maintenance are simply the normal allowances. 
On the other hand, as stated in section I, page 9, no government capital expenditure 
for war purposes is included in capital formation.

Thus, apart from receipts under lend-lease and mutual aid, real resources are 
made available for war purposes either by increased production, by other parts of 
the economy ” doing without ”, by living on accumulated wealth, or by borrowing 
from abroad. But this is only one way of looking at the problem. From a financial 
point of view an increase in production does not by itself put more resources at the 
msposal of the government ; what happens in financial terms is that total income 
IS raised, so that with given rates of taxation more revenue will accrue to public

 ̂given tendency to save more will be saved. At the same time, 
the financial counterpart to the economic transfer of resources is seen in increased 
revenue from taxes, due to higher incomes and to higher rates of taxation, and 
mcreased borrowing by pubUc authorities either out of increased saving, the disposi- 
lon to which has been greatly stimulated, or out of the sums released by running 

down equipment and stocks or by selling assets and borrowing from abroad.
{ financial approach to the problem is essentially the one adopted in table A 

01 Lmd. 6520 which set out the sources of the finance of central government expendi-
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ture. The relation between the expenditure of all public authorities on goods and 
services as shown in item 3 of table II and total central government expenditure 
is shown in the following table :—

piecoifll îtion ofcentialgo'*

TABLE 16 »  “ “ " S
Relation betw een the Expenditure of all Public Authorities on Goods and

Services and Total Central Government Expenditure
United Kingdom , 1940-44

( /  million)

1940 1941 1942 1943 1944

1. Expenditure of all public 
authorities on goods and 
services at market prices 
[76-h80} ... 3,081 4,204 4,577 5,151 5,179

2. less Expenditure by extra- 
budgetary funds and local 
authorities on goods and 
services [74 + 75 + 78 + 79]. -475 -491 -482 -450 -440

3. p lu s  Expenditure other 
than on goods and ser­
vices by the central 
government including 
transfers to other public 
authorities [65 + 69+125]

*

738 914 1,011 1,080 1,175

4. Total central government 
expenditure [61] . 3.344 4,627 5,106 5,781 5.914

!
1. Income tax ••• 4 4 *

. 1  Surtax 4 * ^

4 * 4

^  4  4

,  Defence to tr ib o O
' Excess Profits Tax

1 Death duties ...
5. Customs and excise duties oi

aiid tobacco ...

•  4  4

1
^ Purchase ta x ..........
7. Entertainments duw
8. Other customs and excise dut
9. Motor vehide d u t i s ..........

i 11  Receipts under the railw'ay agi 
; i 11. Other revenue ..........
I

' j H Central government revenue
ij 49t 53] .. . . . . . . . . . . . . . . . . . . .

Ihe ultimate sources of centra

.t

Of the total in item 4, the following amounts were raised from revenue and from j 
net borrowing respectively :—

TABLE 17

r

The Sources of Ce
Unite

]
I

The Sources of Central Government Finance
United Kingdom , 1940-44

( /  million)
I

Saiing»_

1940 1941 1942
1

1943
1

1944

1. Revenue [45 + 49 + 53] ... 1,254
1

1.831 2,343
1

2,881 3,154

2. Net borrowing by the 
central government [57]... 2,090 2,796

4

2,763 2,900 2,760

3. Central government ex­
penditure [61] 3,344 4,627 5,106 5,781 5.914

1 Mans

*̂a
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^  acladL
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The composition of central government revenue is shown below :

5.151

1944

5.179

-450 -440

1,175

5.781 5.914

from reveime and from

?inance

The
TABLE 18

Composition of Central Government Revenue
United Kingdom, 1940-44

(£ million)

1940 1941 1942 1943 1944
1. Income tax ...................................... 469 664 850 1,114 1,2652. Surtax ...................................... 78 77 72 74 743. National Defence Contribution and 

Excess Profits T a x .......................... 68 231 348 483 5194. Death d u tie s ...................................... 79 88 94 96 1075. Customs and excise duties on drink 
and to b a c c o ...................................... 334 426 573 708 7456. Purchase t a x ...................................... 97 113 93 95

7. Entertainments duty .............. 8 15 27 40
sJO
468. Other customs and excise duties ... 128 135 138 149 2019. Motor vehicle duties.......................... 37 38 32 27 28

10. Receipts under the railway agreement 10 54 66 4911. Other revenue .......................... 53 50 42 31 25
12. Central government revenue [454 

■i9+53] .....................................
•

1,254 1,831 2,343 2.881 3.154

The ultimate sources of central government net borrowing are shown in table 19.

TABLE 19
The Sources of Central Government Net

United Kingdom, 1940-44
(£ million)

Borrowing

1. Saving—
{a) Private (including allowance for 

accrued taxation) [85+86]
(6) Extra-budgetary funds and local 

authorities [78+79—58—59] ...
2. Sums released by running down 

domestic capital equipment and 
stocks including any unspent com­
pensation in respect of war risks 
claims—
(a) Private [6 6 -1 0 -1 1 -1 2 ]
(b) Local authorities [79] ...............

3. Net sale of assets and increase in 
liabilities to countries abroad [94] ...

4. Central government net borrowiner
(deficit) [5 7 ] .....................................

1940 1941 1942 1943 1944

1,149 1,491 1,619 1,765 1,698

167 170 175 131 100

-1 5 316 272 276 257
- 7 24 31 44 50

796 795 666 684 655

2,090 2,796 2,763 2,900 2,760

4
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The excess of direct tax liabilities on private income over payment is included 
in item 1 (a) because it forms part of saving in the short run. These sums represent 
the amount of tax liability which accrues in the period but remains unpaid. In the 
long run such sums will find their way to the tax collector, but in the short run they 
appear in additions to past savings.

Item 2 also requires explanation. If sums are set aside to replace equipment, 
but for one reason or another the replacement has to be postponed until a later 
period, then these sums are available for some alternative purpose. The same is 
true of money obtained by the sale of stocks without replacement and of compensation 
received in respect of war risks claims which is not spent in the period. When allow­
ance has been made for other calls on these sums the total described in the heading 
to item 2 is reached. Put more precisely, the sums in question have been provided
from the following sources :

Tie Chanfl̂ '*

!|
1, Ftoiw ^  ■

• * •

II

Additions to depreciation, obsolescence and similar funds held by firms, 
institutions and persons ; i

Depletion of stocks and work in progress held under private finance 
measured by the reduction in their value as reckoned in the calculation of
profits ;

funds
Receipts from the sale of fixed capital assets such as sites and buildings to 

the central government;

^  r c a .- in s  Certificat 3 NatioMl
inchidmg mcrea^e m
interest...

4. Defence Bonds... -
5. Other public issues (net)
6. Increase in fiducian' e
7. Inaease in Treasury bills oi 

side government departm er 
and Bank W a\s and Means

8. Treasury deptst receipts 
9 Tax resM\^ certificates

Compensation received in,respect of war risks claims , 10. Central govOTunent borrowi

less Private gross capital formation including replacement of war lo^es 
and the increase in work in progress on government contracts which, 
being ultimately recoverable from the Exchequer, is sho\vn separately
in item 10 of table 31.

[106+115] ...

(g) less Gross capital formation of local authorities.
Attention is d raw  to the statement under (b) above that the net change m 

stocks and work in progress is measured by the change m then value as reckon^ 
in the calculation of profits. While the practice m this respect is not uniform the 
measure given here approximates more closely to the change m the vdue of stocfe 
than to the value of the quantitative change and to some extent therefore the b ^ ^  
of valuation of stocks differs from the one adopted for other forms of capital assets. 
In other words, the calculation of profits takes accoimt of changes m the value rather 
than in the quantity of stocks. WhUe information is not available * a t  would m ^e

on the other side of the table 31 this adjustment would require an equivalent down 
ward adjustment to the figures of profits and therefore, also, of income.

Since part of item 2 of table 19 is obtamed by difference m table 31, it absorb 
the errors^in all the other items of that table in so far as they do not cancel out 
It is therefore a very precarious figure and will remain so until

apart from changes of definition, the sum of the balancing iterns in ables 31 and 32 

balancing items 2 e  taken together with items

These sums can also be classified according to the channels through which they reached 
the Exchequer:
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The
TABLE 20

Channels of Central Government Net
United Kingdom, 1940-44

{£ million)

Borrowing

) /

2.

I I
n  funds held by fin®,} *

under private finance ’ : 
led in the calculation o( i

ids by local authorities; [:
IS sites and buildings to

Finance through government 
agencies [106] ...
Post Office and Trustee Savings 
Banks ... ... ... ...
National Savings Certificates 
including increase in accrued 
interest ... ...
Defence Bonds..........................
Other public issues (net) 
Increase in fiduciary issue 
Increase in Treasury bills outr 
side government departments 
and Bank Ways and Means ... 
Treasury deposit receipts 
Tax reserve certificates

s
ilacement of war losses I

10. Central government borrowing 
[106+115] ..........................

1940

540

119

129
338

2,090

1941 1942 1943 1944

243 187 -  73 -  34

214 234 301 325

214 232 297 265
174 134 121 112

1,031 1,047 1,060 898
150 170 150 150

279 151 433 537
474 155 434 394

17 453 177 * 113

2,796 2,763 2,900 2,760

iment contracts whi4 j j ,, It is not possible by looking at these tables in isolation to judge how far the
er, is shown separatayHsituation is satisfactory. There can be no heading in any of them called “ in-

j flationary ” sources because accounting knows nothing of such matters. A very 
high figure of personal saving may arise because consumers have foregone a great 
deal of consumption, because by increased effort they have raised their total income 
or because a general increase in prices has resulted in a rise in saving and everything 
else expressed in terms of money. To see the position more clearly other considerations 
must be taken into account.

It has been the practice in previous years to point to the “ residue ” of expenditure 
not covered by .revenue, saving, borrowing from or sales of assets to other countries

tha t the net change a  
their value as reckon^ 
r>ect is not uniform, t«  
^ in  the value of s t ^  
itent therefore the b ®

of capital and some other'minor sources. This residue was‘derived principally from the
4.K/1 irflllie T' • m im in g  dow n ;^nd n^in^r n n  r\i p rm inm pnt TKp Av+^anf ix/ViiaViin the

lilable that WOold make
: runnmg down and using up of domestic capital equipment. The extent to which 
l^the use of such resources is necessary for war purposes may indicate an inflationary

"L _ _ J_   J 1. i l l  1*1 * 1  . i l  • ^  ^  %  A  9correct the |  ̂ k>ut, on the other hand, it may simply represent the using up of stocks held

woui on resources has driven up prices, rates of remuneration and incomes and in this waysure based on
C
a

[lie an

â io41 Similarly' « provided the source of the higher money saving.

e in ta W '!  Uncel

132
teins m0” Ses 31 ^

against emergencies. A better test, perhaps, is the extent to which the pressure

III.—CHANGES IN THE COMPOSITION OF PRIVATE OUTLAY

IS tha t J^ t̂ely.

It is clear from the preceding section that increased tax pa3ments and saving 
' out of private income have provided the greater part of the finance of the expenditure 
of public authorities. These increases have come about, partly as a result of changes 
m rates of tax and partly because money expenditure on goods and services by 

 ̂ consumers has not kept pace with the rise in their income. Further, it is only in 
cuirent money terms that consumption has risen ; when measured at constant prices 

j it is seen to have fallen by approximately 20 per cent, between 1938 and 1944.
Private outlay comprises consumption, taxation and saving; each of these 

components is treated separately in the following paragraphs.
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(A) Consumers’ Expenditure
The following table, 21, shows the composition of personal expenditure on  ̂

consumers’ goods and services at current market prices.

TABLE 21
Personal Expenditure on Consumers’ Goods and Services at Current

Market Prices, United Kingdom 1938-44
{/ milUon)

• »

Food—
(а) Household expenditure—

(i) Bread and cereals, etc.
(ii) Meat, bacon, etc.

(iii) Fish, fresh and canned
(iv) Oils and fats
(v) Sugar, preserves and 

confectionery
(vi) Dairy produc

(vii) Fruit, fresh, canned and 
dried

(viii) Potatoes and vegetables 
(ix) Beverages not included

• below ...
(x) Other manufactured 

food ... ...
(б) Other personal expenditure 
Alcoholic beverages—
(а) Beer, etc.
(б) Other 
Tobacco—
(а) Cigarettes
(б) Other 
Rents, rates and water charges
Fuel and light—
(a) Coal

• « •

7.

8 .

(6) Electricity
G'as ... ... •••

(if) Other ...............
Durable household goods
(а) Furniture and furnishings...
(б) Hardware 
Clothing—
(a) Footwear 
{b) All other clothing-

(i) Men’s and boys’ wear...
(ii) Women’s, girls’ and in­

fants’ wear ...............
Travel, including the purchase of 
privately-owned vehicles and 
their running expenses ... 
Services not included above— 
(a) Entertainments
(6) Postal, telephone and tele­

graph services
(c) Acquisition and transfer of 

property and life assurance 
(ti) Other 
Other goods
Income in kind of the armed 
forces ... ...
Total of above items ...............
Adjustment

14. Total [7]... • 4

1938 1939 1940 1941 1942 1943 1944

IQS'] 220 244 246 225 232
275 256 241 275 273 305

43 39 46 36 35 41
98 65 59 57 57 59

108 128 112 n o 105 101
189 - 1,168- 1 183 194 213 203 202

79
11

62 32 41 35 43
84 85 119 125 126 134

54 52 51 50 46 48

33 57 51 44 37 42
77 78 90 109 121 119 135 •'

180 195 253 319 374 428 457
88 94 100 116 121 138 130

144 168 215 264 343 412 427
32 36 47 55 72 79 79

491 510 520 515 510 508 508

105 104 117 126 122 116 118
33 35 38 40 42 40 43
39 40 46 48 52 55 59
15 17 19 20 21 21 24

152 146 139 128 II4 83 68
82 77 73 69 60 56 56

73 78 90 91 97 87 90

127 131 137 116 123 101 125

246 249 269 245 267 241 279

284 263 181 200 214 222 223

68 64 61 83 111 131 140

29 29 32 37 40 48 54

66 66 66 67 68 68 68
404 406 405 389 364 346 3»2 •-
280 286 297 307 300 311 32o

17 29 81 135 146 185 199
4 160 4,269 4.423 4,628 4,879 4,937 5,166

—7 5 30 50 ,50

4.153 4,264 4.423 4,633 4,909 11 4,987 5,216
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1943 1944

110
213

105
203

101
202

50 46 4S

428
138

97

123

267

87

101

241

90

279

214

111

40

222

131

48

223

140

54

146
4.879

30

185
.50

Numerous revisions in detail have led to small changes compared with the 
figures previously given in Cmd. 6520 (table B, p. 5). In interpreting these figures 
and those of tables 22 and 23 the following' definitions should be borne in mind.

First, the figures relate as far as possible to expenditure met out of personal 
income including that of charities and other non-profit-making bodies as well as 
individuals. The figures for individual categories relate to purchases in this country 
even when made by tourists or Dominion and Allied troops. On the other hand 
they do not include consumers’ expenditure abroad out of British personal income. 
A rough adjustment for these factors is included in item 13 of the table.

Second, expenditure on consumers’ goods and services by businesses and public 
authorities is, as far as possible, excluded except in certain cases where the object 
purchased is resold to persons as part of a composite product or service. Thus, 
personal expenditure on meals in restaurants and hotels is spread over several 
categories; the cost to the establishment of the food used appears in item 1 (6), 
food : the rent of the building in item 4, rent, rates and water charges ; the chinaware 
and cooking utensils purchased in item 6 (6), hardware, and an allowance for the 
purely service and managerial element of expense in item 9 (c), other services.

Third, the figures represent the expenditure of consumers in the above sense on 
goods and services of ail kinds whether these are provided out of new production 
or from stock. Secondhand goods are not included, but an allowance is made in 
item 9 (c), other services, for the costs, including profit, of handling and reconditioning 
exclusive of the sums paid to the original owners.

The composition of the sub-groups is set out below :—
(1) Food—comprises purchases of food, including such beverages as tea, coffee 

and cocoa, by households together with the cost of food used in canteens,
restaurants and hotels.

Alcoholic beverages :—
(а) Beer, ale, stout and porter.
(б) Wines, spirits and other alcoholic drink.

Tobacco:—
(а) Home-produced cigarettes.
(б) Home-produced pipe tobacco, cigars, snuff, etc., and all imports of 

finished tobacco products.
Rent, rates and water charges—includes an allowance in respect of buildings 

occupied by non-profit-making bodies, hotels, boarding houses, etc., in 
addition to private dwelling houses.

Fuel and light:—
(d) Coke, paraffin, firewood, etc.

Durable household goods :—
(а) Furniture, furnishings, household textiles, floor coverings and musical 

instruments (including wireless sets, gramophones and accessories).
(б) Pottery and glassware, ironmongers’ goods, electrical goods, heating 

and cooking appliances, sewing machines and refrigerators.
Clothing:—

{a) Footwear covers all new boots, shoes, slippers, etc., but not socks and 
stockings, repairs or repair materials.

(6) All other clothing covers all kinds of garments, dress materials, 
millinery, haberdashery, etc. The expense of making-up customers 
materials is included, but not alterations or repairs. AU dress 
materials are allocated to (6) (i), and so are such things as knitting 
wool and general haberdashery. Infants for this purpose are 
children under about four years of age.

Travel—includes all travel paid for out of personal income, and therefore 
the travel of members of the armed forces when at their own expense, in

I >-*

4

•l -

.. y



I

« I

% %..r̂  %

. V

r. >

26

all public conveyances, together with the purchase of vehicles by persons 
and running expenses incidental to their use.

Services not included above :—
(a) Entertainments—includes theatres, cinemas, music halls, concerts, 

sporting events and all forms of recreation and amusement.
This item was previously shown separately and not included in 

consumers’ expenditure.
Includes, foi example, the services of doctors, nurses, undertakers, 

domestic servants, hairdressers, etc., hotel and restaurant services, 
repairs (except house repairs), dealers’ margins on secondhand 
goods, and the hire of domestic heating and cooking equipment. 

Other goods—includes chemists’ wares, stationery, books and newspapers, 
fancy goods, jewellery, etc., travel goods, toys and sports goods, soap[ 
polishes, candles and matches, etc.

This item relates to food and clothing only.
Adjustment—the figures in all the previous categories include expenditure 
in the United Kingdom by tourists from overseas and Allied troops 
temporarily resident in this country and exclude expenditure abroad by 
British tourists and members of the armed forces. An adjustment is 
needed to convert the total to a total of purchases out of British income. 
The adjustment given here also includes a rough allowance for the excess 
of remittances abroad from this country over remittances received in this 
country from overseas.

In previous years figures have been given of aggregate consumers’ expenditure 
in terms of constant prices. It is now possible to provide this information in greater 
detail. The changes that have taken place in the more important series are given 
in the following table :—

Personal Expenditure
TABLE 22

on Consumers’ Goods and
Price Changes 

United Kingdom 1938-44
(£ million at 1938 values)

Services corrected for

1. Food ..............................
2. Alcoholic beverages—

(а) Beer, e tc ..........................
(б) O t h e r ..............................

3. Tobacco—
(а) C igarettes .................
(б) O t h e r ..............................

4. R ent, ra tes  and  w ater
c h a r g e s ..............................

5. Fuel and  light
6. D urable household goods—

(а) F u rn itu re  and  furnish­
ings ...

(б) H ardw are ................
7. Clothing—

(а) Footw ear .................
(б) All o ther clothing

(i) M en’s and  boys’ w ear
(ii) W om en's, girls' 

and infants ' wear
8. Travel, including th e  p u r­

chase of privately-ow ned 
vehicles and th e ir  running 
e x p e n s e s ..............................

9. Services no t included above 
10. O ther goods • # ♦ 4 ♦

1938 1939 1940 1941 1942 1943 1944

1,205 1,216 1,030 941 994 939 998

180 187 186 213 215 219 228
88 91 82 83 67 66 60

144 150 149 165 174 174 175
32 32 30 32 32 29 28

491 505 508 503 497 496 495
192 194 197 198 194 183 183

152 144 105 70 48 36 30
82 75 59 45 33 29 29

73 76 68 58 56 53 53

127 127 103 70 69 57 69

246 241 201 147 148 137 153

284 262 164 168

•

180 186 187
567 563 492 450 423 403 403
280 282 261 225 1 196 198 1 205
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Table 22 shows that the steepest reductions during the war have been in durable
household goods, to which should be added the durable component of the travel 
category ; i.e., the purchase of new vehicles. This way of freeing productive resources
for the war effort has the advantage that the public can, for a time, “ make do 
with their old furniture and vacuum cleaners without suffering anything like the 
hardships that would be involved if current production of less durable goods were 
similarly curtailed.

Durability is not, however, the only criterion. The supply of goods or services 
which do not meet an essential need has been drastically curtailed, even though 
the public have no old model in their possession to give some sort of service. The 
fall in certain services illustrates this po in t; for some services such as beauty treat­
ment, hotels and domestic service, are largely non-essential, however desirable, 
and the public's consumption of these has simply been reduced.

By way of contrast there are several categories which have been reduced very 
little, or have even shown increases, notably beer, cigarettes, entertainment, rent, 
etc., and fuel and light. The first three of these can conveniently be considered 
together. From the consumers’ point of view the increased purchases represent a 
relief from the rigours of war-time life ; on the production side the diversion of 
resources from the war effort, though not negligible, was small compared w th  the 
money sums involved—mainly because so much of the expenditure (even in 1938) 
represented indirect taxation ; from the general economic standpoint they absorbed 
a great deal of surplus purchasing power. It is worth noting that in table 22 the 
rise in beer consumption reflects the volume consumed. In terms of alcohol content 
the rise has been much less, and on this basis the figure for 1944 at 1938 prices 
is £194 million instead of £228 million.

The category “ fuel and light ” consists of perishables which mainly serve an 
essential purpose, so that a large drop was not to be expected. Expenditure on 
rent and rates reflects the occupation of houses which already exist, and therefore
requires very little by way of current resources.

Food and clothing are the principal constituents of the intermediate group. 
Food as a whole obviously serves an essential need and is highly perishable, but 
it is possible in war-time to provide an adequate diet at a reduced cost in terms 
of real resources. Foods with little nutritive value in proportion to their cost can 
be replaced by simpler types which call for less expenditure of resources ; in general, 
the diet can be made plainer without sacrificing essential nourishment. Rationing 
has served to limit the claims of the wealthier classes and to ensure a fair distribution
of the limited supplies.

Clothing on the pre-war scale obviously contained a non-essential component 
especially as much of it is relatively durable, so that the life of each garment could 
be prolonged. Rationing has enforced a general reduction in purchases, though 
this is smaU in the case of children. The present ration provides adults with about 
half their pre-war consumption, reckoned by quantity. Under rationing the sale 
of the cheapest types has been greatly reduced, and this shift up the quaJity sea e 
accounts for the smallness of the falls shown for 1943, when the number of coupons 
available to the public was much reduced ; the rises in 1944 mainly reflect the 
fact that it was a “ normal” year in relation to coupon releases, whereas 1943
happened to be a very depressed one. . . .  i.- xu- 4. ui

The following qualifications should be borne in mind m interpreting this table.
First, as far as possible and in nearly all cases of merchandise sales the value 

of expenditure at 1938 prices takes account of the changed quality of the goods 
sold, but not of the services rendered in selling them ( .̂g., wrapping and delivery, 
and the provision of a range of choice). In the case of services it has been impossib e 
to allow for quality changes ; railway transport provides an illustration oi t le
importance of this factor. * . , ..

Second, the “ weights” used to combine the different items m the composite
groups such as food are essentially prices and this fact is reflected m the serie^ 
Thus, to take food as an example, an index of the nutritional value of food consumedA
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It is possible to show the extent to which certain direct taxes fall on different 
ranges of income. The table below is a revision of the one given in Cmd. 6520 on 
p. 14. This table has not been brought up to date since the introduction of the 
" pay as you earn " scheme has rendered the basic material for 1943 more uncertain 
than it would otherwise be. It is anticipated that at a later date the scheme will 
provide more accurate estimates of the distribution of certain incomes than have 
hitherto been available.

TABLE 25
Distribution of Private Income by Ranges of Income showing 

Effect of Changes in Income Tax and Surtax, 1938-1942
United Kingdom, 1938

the

Range of income 
before tax

Number
of

incomes

Aggregate
income
before

tax
1938

£ ^

Aggregate 
income after 

income tax  and 
surtax a t

Propoi 
income 
tax re 

after de 
of ta:

rtion of 
5 before 
ttained 
iduction 
ices at

£ OOO's

1938-39 
rates (̂ )

£ ^

1942^3
rates

1938-39
rates

% ■

1942-43
rates

%
Private income a t the dis­

posal of individuals which 
can be allocated to differ­
ent ranges :—

Under 250 «  #  % 2,706 2.701 2.641 99*8 97*6
250-500 1.745 595 578 499 971 83-9
500-1.000 500 350 311 244 88*9 69*7

1.000-2,000 195 270 224 160 83*0 59-3
2,000-10.000 97 360 256 170 7 M  ‘ 47-2

10,000 and over 8 170 84 35 49-4 20-6
Unallocated private income 612 (>) 506 t** 82*7 «  ^  •

Total private income ■ 5,063 4.660 92*0

United Kingdom, 1942

Ml t I MM * '

k

Range of income 
t^fore tax

Number
of

incomes

Aggregate
income
before

tax
1942

£ ^

Aggregate 
income after 

income tax  and 
surtax a t

Proportion of 
income before 
tax retained 

after deduction 
of taxes at

£ 000's

1938-39 
rates (̂ )

£m

1942-43 
rates
£ ^

1938-^9
rates

0//o

1942-13
rates

%
Private income at the dis­

posal of individuals which 
can be allocated to differ­
ent ranges :—

Under 250 •  % • 3,347 3,339 3.245 99-8 97-0
250-500 5,500 1,854 1,803 1,584 97*3 85*4
500-1,000 1,110 740 664 533 89*7 72-0

1,000-2.000 295 413 343 253 831 61-3
2,000-10.000 102 366 263 176 71*9 481

10,000 and over
1

8 170 84 35 49*4 20*6
Unallocated private income 1.160 (>) «  »  ♦ 508 % % ♦ 43-8
Total private income — 8,050 •  »  « 6.334 % % % 78*7

1
•'-i

(1) All rates used in this table are the rates current in the fiscal years 193S-39 and 1942-43.
(®) Including all liabilities for National Defence Contribution and Excess Profits Tax, which 

are deducted together with income tax  in arriving a t retained income.
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These tables, which relate to income received in 1938 and 1942, show the amount 
of private income at the disposal of individuals which can be allocated to different 
ranges. The category of unallocated private income is not the same as other private 
income shown in item 37 of table 32 since while the undistributed profits of companies 
and all liabilities for National Defence Contribution and Excess Profits Tax are 
common to both, the figures in this table contain in addition all personal income 
(including the income of non-profit-making bodies) which cannot be allocated to 
ranges of income. Examples are the investment income of charities, the increase 
in assurance funds and certain allowances and income in kind the precise distribution 
of which is unknown. On the other hand, other private income includes while
unallocated private income excludes, the business saving of traders, farmers and 
other individuals.

As in the case of income tax assessment, the incomes of a husband and wife are
reckoned as one income. Further, in the tables relating to 1942, for example the
aggregate net income at 1942-43 rates is the amount which would have resulted if all
taxpayers had during that year paid the full tax liability at 1942^3 rates on the
income actually received by them in that year. The figures in the corresponding
column headed 1938-39 do not relate to the income of that year, but to the income
that woifid have remained after tax in 1942, if the taxation of 1938-39 had been
in force in that year. The figures of income tax liabilities included in table 32 fall
■short of the full liability in the present sense since tax accruals in respect of
Schedule E are omitted from item 33 of that table for the reason given in the note 
on p. 50.

W

The whole of transfer payments other than national debt interest has been included 
in the incomes below £250.

The change in the distribution of income brought about by changes in taxation 
can be seen in another way by classifying individuals by ranges of income after 
tax, i.e., aggregate income as assessed to tax less the income tax and surtax payable 
thereon. This is shown for the fiscal years 1938-39 and 1942-43 in the following 
table which relates solely to incomes assessed to income tax :—

TABLE 26
Number of Individuals in Different Ranges of Net Income Assessed in

1938-39 and 1942-43

L ^
I • «

Range of income 
after tax

£
1938-39 1942-43

150-250 4,500,000 7,000,000
250-500 1,820,000 5,300,000
500-1,000 45OD0O 550,000

1,000-2,000 155,000 117,000*
2,000-4,000 56,000 31.750
4,000-6,000 12,000 1,170
6,000 and over 7,000 80

Total of above
%

7,000,000 13,000,000

I • As in table 25, each married couple is regarded as one individual
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The preceding tables show the effect of income tax and surtax on personal 
incomes in different income ranges, but ^ve no indication of the extent to which 
direct taxation falls on different types of income or property. An attempt has been 
made to provide this information in the following table :—

TABLE 27
Direct Taxation Paid in each Year in respect of the Possession of Different 

Types of Income or the Ownership of Different Types of Property
United Kingdom* 1938-44

{£ million)

1 Arising out of the possession of income 
{a) Rent of land and buildings—

(i) Income tax  ...............
(ii) Surtax ............................

Interest and profits—
(i) Income tax  ...............

(ii) Surtax ............................
(iii) N.D.C., E.P.T., etc.
Salaries—

(i) Income tax  ...............
(ii) Surtax • ............................

(iii) Employees’ contributions 
(d) Wages—

(i) Income tax  ................
(ii) Surtax ............................

(iii) Employees’ contributions

Arising out of the ovi*nership of property 
or claims thereto :—
(a) Land and buildings—

(i) Estate duties (estate legacy and
succession duties), corporation 
duty and land tax ...............

(ii) W ar Damage Act contributions
(Part I) ... ... ...........

Interest bearing securities, viz. : 
Government and municipal stocks, 
bonds, mortgages, debentures—
Estate duties and corporation duty .. 
Stocks, shares, etc. (excluding deben­
tures, mortgages, etc.) in all forms of 
productive, commercial, financial, etc., 
enterprise—
Estate duties and corporation duty 
Other forms of property—
Estate d u t i e s ...............

1938 1939 1940 1941 • 1942

399(»1
53

348

1943 1944

51 53 56

10 10

22

♦  •

3. Incapable of being allocated between the 
above headings :—

(i) Other direct taxes, etc., paid to the 
central government

(ii) Direct taxes paid to extra-budgetary 
funds not specified above

37

4. Total direct taxes [48]

30

22

10

28 112

61 65

II 11

23

37 37

C5

545

32

32 40

185

64

12

40

235

64

13

40

27 29 30

40 43 43

10 II

597 787

■ 8

11

35

47

20 20

43

1,231

12

19

14

1,522 1,912 2,104

(*) The introduction of Tax Reserve Certificates absorbed payments previously made in 
advance.
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It ^vill readily be understood that in the case of mixed incomes the allocation is 
to some extent arbitrary. Thus, for example, if income is derived from wages and 
interest-bearing securities, the assessments under these two headings are known 
separately but the £illocation of allowances between them can only &  done on an 
arbitrary basis.

(C) Private Saving
The table below brings together the information on private saving, personal and 

other, contained in table 32.
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941 1943

7

28
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31
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112

65

/

II

40

29

40

30

43

II

1944

05 i 120. : 125 I 125
S • 8 ; 8 8

399(*|! 537 
' 53 •' 54

348 : 483

30 I 219 I 267 ' 310
12 ' 11 ! 12 I 12

7

185 1235

64 , 64

12 13
40

35

i 43 

II

47

12

20

:6

1,3>

20

14

19

9
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TABLE 28
Personal and O ther Private Saving 

United Kingdom, 1938-44
Personal Saving

{£ million)

1938 1939 1940 1941 1942 1943 1944

1. Gross personal saving, 
including allow ance fo r 
accrued ta x a tio n  [3 2 +  
33 +  34] ................. 273 371 797 1,100 1,374 1,625 1,597

2. less D ea th  du ties, etc. 
[32] - 9 0

•

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

3. Gross personal sav ing  
a fte r allow ance for d ea th  
duties, e tc . [33 +  34] ... 183 284 712 1,006 1,274 1,521 1,484

4. Increase in allowance 
to  m eet accrued  ta x a ­
tion  (*) [33] ................. — 11 - 3 1 - 3 7 - 3 7 - 1 9 8 - 1 0 8 - 9 3

5. N et personal saving a fte r  
allowance fo r accrued  
tax a tio n  [34] ................. 172 253 675 969 1,076 1,413 1,391

O ther Private Saving 
{£ million)

1938 1939 1940 1941 1942 1943 1944

6. O ther gross p riv a te  sav ­
ing, including allowance 
for accrued ta x a tio n  [40 
+  41] 182 266 437 485 345 244 214

7. less Increaseinallow ance, 
to  m eet accrued  tax - 
ation{*) [40] ................. - 1 2 - 8 6 - 2 4 7 - 2 9 0 - 1 4 5 - 3 9 - 9

8. O ther n e t p riv a te  saving 
a fte r  allowance for ac­
crued tax a tio n  [41] ... 170 180 190 195 200 205 205

(*) This item shows the excess of the liability for direct taxes accruing on current incomes a t  
current rates of taxation over current direct tax  payments.
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Net Private Saving (Personal and Other)
{£ miUion)

10

N et personal sav ing  a fte r 
allowance for accrued
ta x a tio n  [34] .................
N et im personal saving 
a fte r  allow ance for ac­
crued  ta x a tio n  [41] ...

A ggregate n e t p rivate  
saving a fte r allowance 
for accrued tax a tio n  [85]

1938 1939 1940 ■ 1941 1942 1943 1944

172 253 675 969 1,076 1,413 1,391

170 180 190 195 200 205 205

342 433
____________________

865 1,164 1,276 1,618 1,596

The allowance to meet accrued taxation, e.g., income tax, in each year is the 
excess of tax liabilities accrued during the year, on the assumption that there wiU 
be no change in the rate of tax, over total pa3mients during the year in respect both 
of currently due and of arrears. Thus in order to obtain the total amount 
required at the end of 1944 to meet the taxation accrued and unpaid, though not 
necessarily due, at that date on personal income, the figures in item 4 must be added
together: that is to say, the aggregate at that date was 515 (=11+. . ..+93} plus
the amount accmed and unpaid at the end of 1937, plus or minus any adjustment
due to changes in the rate of tax between the dates of earning and of assessment.
The same applies to the increases in allow’ances to meet accrued taxation on other 
private income shown in item 7.

The series in item 11, i.e. the sum of items 5 and 8 above, has been obtained 
indirectly by deducting direct estimates of personal consumption and taxes met 
out of private income from direct estimates of private income. Other private saving 
in the present context is intended to include not only the net undistributed profits 
of companies, but also the saving arising in the business accounts of traders, farmers 
and other individuals. Great precision cannot be achieved in the estimation of the 
last-mentioned kinds of private saving, since in these cases there is not the line 
between distributed and undistributed profits that exists in the case of companies. 
Any revision of the item of other private saving would require an equal and opposite 
change in the estimate of personal savdn'g.

The estimates given last year of the distribution of bank deposits pro\dded by 
the courtesy of the Clearing Banks are continued in the following table:

TABLE 29
Deposits held by Clearing Banks

(£ million)

1. T o tal deposits held by  Clearing
B anks ..............................

2. less A dvances to  custom ers and
o th e r accounts » « %

3. T o tal deposits (net) .
4. Personal deposits (net)
5. O th e r deposits (net)

Dec. 31 
1942

4

Ju n e  30 
1943

Dec. 31 
1943

1

Ju n e  30 
1944

3,629 

-  773

i

3,630 

-  744

4,032 

-  743

4.100 

-  770

2,856 2.886 3.289 3,330
820 859 972 1,032

2.036 2,027 2,317 2.298

Dec. 31 
1944

4,545

-  754

3,791
1,158
2,633

f c . :i

■

• -J

¥

1̂

Vi

’ I

3  for
also bv th e

He f  fhui iten
(IKS'.? “®teines3 del*

■he dileteaces bewe<
a year ago in
on the one hand and reri:

of public authonues and,
the cafHtal fwination of J 
goods and senice by publ 
9 and U of table 1 of Cm 
the housing and trading i 
categor)'. This procedure 

‘ the cumnt e.\penditure ol 
Accordingh, the net non-̂  ̂
oat of the two items in wh 
in item 9 of table 31. Ase 
less misleading to regard 
espenditnre.

Thus the estimates of < 
ment (item 73 of table 3: 
in the eariier pan of the p 
prefioasly wroDgiv classb 
payments (item 69 of tab! 
expffidituie on goods and 
by the e^naon of net cai

authority n et b<
“P'W ex^dimJe ol 1«

nt now covets all the

« •  • i s , " * " ''
* + o ‘y trading s

has 1**“'  hgnres

^  t



T)
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Net personal deposits in item 4 exclude the accounts of businesses, financial 
institutions, public authorities, and also, for example, those of individual traders, 
shopkeepers, farmers and professional men where the accounts are known to be 
used for the purpose of business. Non-resident deposits and sundry accounts are 
also excluded. No attempt has been ijiade to adjust for the amount of bank accom­
modation obtained by the discounting of bills.

The figures in item 5 have been obtained by subtracting those in item 4 from 
those in item 3. Thus item 5 includes non-resident deposits and sundry accounts 
as well as the business deposits of which it is mainly made up.

IV.—A COMPARISON WITH Cmd. 6520

The differences between the figures given in this paper and those which appeared 
a year ago in Cmd. 6520 arise from two sources : changes in definition and treatment 
on the one hand and revisions and the use of new sources of information on the other.

The principal changes of definition arise this year in connection with the treatment 
of public authorities and, in particular, of their capital expenditure. Last year 
the capital formation of public authorities was divided between expenditure on 
goods and services by public authorities and private net investment at home (items 
9 and 11 of table I of Cmd. 6520), the capital expenditure of the Post Office and 
the housing and trading services of local authorities being placed in the latter 
category. This procedure made it impossible to observe the movement either of 
the current expenditure of public authorities or of private net capital formation. 
Accordingly, the net non-war capital formation of public authorities has been taken 
out of the two items in which it was previously hidden and is now shown separately 
in item 9 of table 31. As explained in discussing table 4 above {see p. 9) it is thought 
less misleading to regard all war expenditure, for the time being, as current 
expenditure.

Thus the estimates of expenditure on goods and services by the central govern­
ment (item 73 of table 33 below) are hardly changed from those given last year 
in the earlier part of the period. In the more recent years, however, certain sums 
previously wTongly classified, have been transferred from this item to transfer 
paymients (item 69 of table 33). In the case of local authorities, the estimates of 
expenditure on goods and services (item 75 of table 33) are more radically affected
by the exclusion of net capital expenditure.

On the receipts side of table 33, the item most affected by this change is item 
59, loccd authority net borrowing (deficit). The reason is that the whole of the 
capital expenditure of local authorities is now included (in item 79) so that the 
deficit now covers all the net borrowing of local authorities and not simply that 
part connected with rate fund services other than housing. The miscellaneous 
income of local authorities has been revised downwards mainly because in the 
past no allowance was made for the depreciation of the capital equipment of local
authority trading services.

In the case of the income in kind of members of the armed forces, extensive 
revisions of the figures have been made. In the first place, the scope of the item 
has been narrowed so as to include only food and clothing ; in the second, the whole 
basis of the calculation has been changed so as to ensure that only issues to members 
of the United Kingdom forces are included : the previous method of calculation, 
being based on figures of government expenditure, had the effect of including 
cerfain issues supplied under mutual aid as if they had been made to United 
Kingdom troops.

The other changes in the elements of the net national- income are principally 
due to revisions and in particular, in the cases of profits and salaries, to more recent 
estimates of income assessed to tax.
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In the case of personal expenditure on consumers’ goods and services (item 7 of 
table 31) numerous small revisions have been made, the effect of which has been 
on balance, to increase a number of the components. On the other hand, the down­
ward revisions to the figures for the issues in kind to the armed forces are reflected 
in this item. Attention is drawn here to the fact that the new adjustment item 
(see item 13 of table 21 and the note on p. 26 above) represents only an order of 
magnitude and will be revised as more information becomes available.

The estimates for the increase in work in progress on government account have 
been revised m the light of later information. The main changes are a switch of 
£50 million between 1940 a.nd 1941 and a reduction in the figures for later years.

The figures for the balance of payments with countries abroad (item 13 of table 
31) have been revised throughout the period and in most years show a slightly 
less favourable position than was shown by the estimates they replace. In 1938 
and the early part of 1939 this is largely due to a change in the treatment of silver 
bullion and equipment such as secondhand ships, the sale of which is here regarded 
as a transaction on capital account. In the war years the changes are due to 
additional information particularly on the sale of securities.

Estimates of the sums allowed for depreciation and maintenance are given for 
the years after 1938 in item 88 of table 34. Attention is drawm to the fact that 
these estimates represent no more than orders of magnitude. This is due partly 
to the lack of comprehensive information and partly to the difficulty of arri\Tng 
at a satisfactory concept of depreciation for which to try to obtain estimates. The 
figures given here are considerably higher than those given in section D of Cmd. 6520 
owing in part to the inclusion of expenditure on the maintenance of highways and 
bridges (£50 million in 1938), in part to the previous exclusion, which was incorrect, 
of any proper allowance for the depreciation of assets owned b}̂  public authorities 
and in part to a slight upward re\dsion of the figures given last year.

The preceding paragraphs have been concerned with the absolute differences 
between the new series and the old. The table below sets out a comparison of the 
relative movements of some of the main series from which it can be seen that the 
relative position is affected to a very much smaller extent.

TABLE 30
Relative Movements of Some of the Main

United Kingdom, 1938-44
(1938 =  100)

1938 1939 1940 1941 1942 1943 1944

N et national income (or p ro ­
d u c t a t  fac to r cost) [6] ... 100 108 128 149 164 175 180

as given in Cmd. 6520 .
A

100 108 129 150 165 177

Personal expenditu re  on con­
sum ers’ goods and  ser­
vices [ 7 ] .............................. 100 102 107 112 118 120 126

as given in Cmd. 6520 . 100 103 106 112 119 122 % ft •

P riv a te  saving including
allowance for accrued ta x ­
ation  [85-1-86] 100 151 315 408 444 484 465

as given in Cmd. 6520 . 100 159 345 419 460 498
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THE MAIN TABLES
As in the earlier years the following tables show the movement and composition 

of various natiorial aggregates of income, expenditure and outlay since 1938. Apart 
from comparatively minor changes set out in the preceding section, tables 31 and 32 
are similar to the corresponding tables in Cmd. 6520. Table 33 shows the income, 
deficit and expenditure of public authorities. The non-war net capital formation 
of public authorities is now shown separately and, as explained in the preceding 
section, the scope of this concept has been enlarged. The general arrangement of 
table 33 differs from that of table 4 above in that the lefthand side shows income 
plus deficit (or net borrowing) while the righthand side shows net non-war capital 
formation (all expenditure on war goods and services being treated as current) in 
place of saving. This arrangement is solely one of convenience and simply involves 
the transfer of net borrowing from one side of the account to the other.

The information contained in the third main table of Cmd. 6520 has been distri­
buted over two tables, 34 and 35. The first of these, table 34, shows the sources and 
uses of capital funds- and, on the outlay side, reaches the same total as table 5, 
namely gross capital formation. Essentially similar information was previously 
provided on the lefthand side of the third of the main tables of Cmd. 6520. The 
simpler arrangement now adopted seems appropriate in view of the fact that the 
particular rearrangement of these figures necessary to show the sources of finance 
of the central government deficit has already been undertaken in section II and 
particularly in table 19.

Table 35 provides some additional information on the composition of central 
government expenditure and shows how far this expenditure was financed from 
revenue and net borrowing. The means by which this net borrowing (or deficit) 
was financed are shown in detail, as in the third main table on p. 23 of Cmd. 6520.

In table 31 item 11 (private net capital formation at home) is the balancing figure 
obtained by difference, and not (except in 1938) by direct estimation. In table 32 
item 34 (net personal saving) is the balancing figure. Tables 33 and 35 are mainly 
based on hctual figures taken from the Public Accounts, etc.

Notes on particular items appear at the end of the tables.
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TABLE

£  m illion
Estimates of Net National Income (or

R e n t of land  and  buildings

In te re s t an d  profits, including 
farm ing profits an d  profession­
al earnings ..............................

Salaries • #

1938 1939

. W ages

P ay  and  allowances (in cash 
and  kind) of m em bers Of H.M. 
Forces and  A uxiliary  Services

N et national income 
(or product) » «

1940 1941 1942

385 384

2,119 2,276

1943

384

2,346

1,332 1,381

r&44

ploduct) and

3 8 4 service
su®ers ^  in
“^Sn^dtransferofpi^

prices

2,376

at Dome

S o o d s  and services othe 
Z  U  included m  ne 
noB-war capital formation

1,434

4,619 4,970

9. Xet non-war capital form atia
of public authorities

1,473 ;  10. Increase in work in progr« 
on goim m ent account bel 
unda prhate finana

I  ■' 11. Pri\-ate net capital fonnatio
i {i! at hoQK and war losses mad

«• • ^ good not inclndcd below

2,419 2,708 2,916 2,930

y
i  ; 12. ^ n d itn r e  incorred in  ma

pg good war damage to buil(mgs ...
«« ft

t 13. Xet 1. 
chase

622

5.913 6,877

H. Subsidies

805 999 1,171
I  t  fcdixBCt

rat

^Empb

7.554 8,079

1̂* lesj n*
nisnmn

8,334 ft %
■  ‘S' Set

For notes on the items of this table, see pp. 48 to 50.
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,381

805

1,434 ,1,473

708

Product) and Expenditure, 1938-1944
£  m illion

1938

Personal ex pend itu re  on  con­
sum ers’ goods an d  services 
including sum s involved in  th e  
acquisition an d  tra n s fe r  of p ro ­
p e rty  an d  life assurance a t  
m ark e t prices 4.153

E xpend itu re  a t  hom e an d  
ab road  by  public au th o ritie s  
on all goods an d  services o th e r 
th a n  those included in n e t 
non-w ar cap ita l fo rm ation 814

9. N e t non-w ar cap ita l fo rm ation  
of public au th o rities 125

Increase in w ork  in  progress 
on  governm ent accoun t held  
under p riva te  finance •  •  «

^220
11. P riv a te  n e t cap ita l fo rm ation  

a t  hom e an d  w ar losses m ade 
good n o t included below

12. E xpend itu re  incurred  in  m ak ­
ing good w ar dam age to  b u ild ­
ings •  ♦  « •  •  •

13. N e t lending ab road  a n d  p u r­
chase of 2issets an d  financial 
claim s from  overseas ... ... I —70

14. Subsidies 15

15. less In d irec t taxes an d  ra te s  —584

16. less E m ployers' n a tio n a l in su r­
ance contribu tions - 5 4

17. less W ar risks insurance 
prem ium s •  •

I

18. N e t national expend itu re  ... 4,619

1939

4.264

1,266

94

(283)

- 2 5 0

20

- 6 3 8

- 5 5

- 1 4

4,970

1940

4.423

3,056

2 5

150

( - 9 9 )

- 7 9 6

70

- 7 3 4

- 5 8

- 1 2 4

5,913

1941

4,633

4,217

- 1 3

150

( -2 4 7 )

29

- 7 9 5

140

- 9 3 3

- 6 5

- 2 3 9

6,877

1942

4.909

4,597

•20

75

( -1 9 4 )

61

-6 6 6

175

- 1.111

- 7 3

- 1 9 9

7,554

1943

4,987

5,185

- 3 4

50

49

- 6 8 4

190

-1 .252

- 7 2

- 1 5 2

8.079

1944

5.216

5,221

- 4 2

(-20i

56

- 6 5 5

220

- 1 ,3 4

- 7 2

- 5 9

8.334
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4 0 TABLE
Estimates of Private Income

£  million
j P e rso n a l

i

1938 1939 1940 1941 1942 1943 1944

19. R en t, in te res t (including 
N ational D eb t in te res t and 
in te res t accrued on N ational 
Savings Certificates) and  p ro ­
fits received by  persons 1,612 1,671 1,769 1,784 1,907 2,025 2.132

20. W ages an d  salaries ... 2,835 2,976 3,321 3,751 4,089 4,350 4,403

21. P a y  and  allowances (in cash 
and  kind) of m em bers of H.M. 
Forces and  A uxiliary  Services 78 124 386

«
622 805 999 1,171

22. Pension paym ents 131 133 151 178 202 222 244

23. P aym en ts in respect of un ­
em ploym ent an d  th e  relief of 
p overty 112. 97 64 30 18 17 18

24. H ea lth  paym en ts 
%

35 35 35 33 40 45 51

25. O th er tran sfe r paym en ts 1 6 18 38 27 26 24

26. Personal incom e before ta x  ... 4,804 5,042 5,744 6,436 7,088 7,684 8,043

O th e r  P riv a te

16. O ther p riv a te  incom e before 
ta x •  » 259 369 615 919 962

•7. O ther p riv a te  incom e before 
ta x •  •  # •  « 259

9 S 0 975

369 '  615 919 962 980 975

P riv a te

3. P riv a te  income before ta x  
(sum of item s 26 and  37) 5,063 5,411 6,359 7,355 8,050 8,664 9,018

For notes on the items of this table sea pp. 50 and 51.

i /

3! 1 ,3 8 -1 9 4 4

jljCOlD®

iditoreon;^'

j  Personal e x ^  ^  transfer

of property and w e

.• goods

»

' personal income bat exduding 
. tax payments dne lor
: repavment after the war and
? deaA dnties, etc. ...........! death dnoes, eic. ............
i jj_ Income tax payments dne for 

repaTment after the war 
C. Death duties and stamps on  

tiie transfer of property 
Excess of direct tax Ikl

% %  V  T  •  9  Vf #
tax liabilities 

personal income over pay­
ments ...

Jl, Xet personal after
tmg aside the excess of direct 

^ tax liabilities over payments

t
Personal outlay

and

% %

•me
q

44,
i1 ' • 35 and (sum of j-
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tes of 41

and Outlay, 1938-1944

1,907

•1,089

2,025

4,350

805 999

2,132

4.403

202 222

U71

244

18 17 18

40

27

45 51

26 24

',088 7,684 !8.W3

962 9S0 975

970

In c o m e £  m illion

1938 1939 1940 1941

29.

30 .

27. Personal expend itu re  on  con­
sum ers’ goods an d  ser\dces, 
o ther th a n  those  included  in 
th e  follo\ving item , ad ju s ted  
for subsidies and  ind irec t 
taxes, ra tes, etc.

28. Personal expend itu re  involved 
in th e  acquisition  an d  tra n sfe r  
of p ro p erty  an d  life assurance 
Ind irec t taxes, ra tes , e tc ., less 
subsidies on consum ers’ goods 
and  services ...
D irect ta x  paym en ts  including 
W ar D am age A ct co n trib u ­
tions and  prem ium s m e t o u t of 
personal incom e b u t excluding 
income ta x  paym en ts d u e  for 
repaym ent a f te r  th e  w ar an d  
d ea th  duties, etc.

31. Incom e ta x  paym en ts  due  for 
repaym en t a f te r  th e  w ar

32. D eath  du ties an d  s tam p s on 
th e  tran sfe r of p roperty

33. Excess of d irect ta x  liabilities
on personal incom e over p a y ­
m ents ... ... ... ...

34. N e t personal saving a f te r  se t­
ting  aside th e  excess of d irec t 
ta x  liabilities over paym en ts

3.541 3.606 3.696 3,746 3,885 3,904 4.115

66 66

546 592

378 407

1942 1943

66 67 68

661 820 956 1,015 1.033

524 693 680

90 87

11 31

35. Personal ou tlay

10 125

85 94 100

37 37 198

(172) (253) (675) (969) (1,076) (1.413) (1.391)

4.804 5.042 5,744 6.436 7,088 7,684 8,043

68

1944

68

902 1,025

170

104

108

205

113

93

Other Private I n c o m e

38.

39

40

41

N ational Defence C ontribu tion  
and  Excess P rofits T ax  p a y ­
m ents ... ... ... ...
O ther d irect ta x  paym en ts 
including W ar D am age A ct 
contributions an d  prem ium s 
m et o u t of o th e r p r iv a te  in-
00ID6 ••• ••• •••
Excess of d irect ta x  liabilities 
on o th er p riva te  incom e over 
paym ents ... ... ...
O ther p riva te  n e t saving a fte r 
se tting  aside th e  excess of 
d irect ta x  liabilities over p ay ­
m ents •  •  «

42. O ther p riva te  o u tlay ... 4  m

15 .2 8 68 231 348 483

62 75 n o 203 269 253

12 86 247 290 145 39

170 180 190 195 200 205

259 369 615 919 962 980

519

242

205

975

I n c o m e

9
44. P riva te  ou tlay  (sum of item s 

35 and  42) 5,063 5,411 6.359 7,355 8,050 8,664 9,018
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TABLE ithoriti®®
1938-1^

/  m ill io n
The Income, Deficit and Expenditure

For notes on the items of this table see pp. 51 to 53.

* * %

1938 1939 1940 1941 1942 1943 1944 .

Direct taxes, War Damage Act
contributions, etc.

45. C entral govem m e^it ...  ̂ % 490 540 726 1,088 1,384 1,787 1,984
46. E x tra -b u d g e ta ry  funds 55 57 61 143 138 125 120
47. Local au thorities

48. T otal ... % t • 545 597 787 1,231 1,522 1,912 2,104

Indirect taxes, rates, war risks
insurance premiums, etc.

49. C entral governm ent ...  ̂ • 373 416 506 708 886 1,028 1,123
50. E x tra -b u d g e ta ry  funds 54 69 182 304 272 224 131
51. Local au thorities # « ft 211 222 228 225 225 224 226

52. T o tal ... ' ... « ft « 638 707 916 1,237 1,383 1,476 1,480

Miscellaneous income from  public
property, trading, etc.

53. C entral governm ent ... • ft ft 17 15 22 35 73 66 47
54. E x tra -b u d g e ta ry  funds ft ft ft ■ — , _i
55. Local au thorities ft ft ft 10 8 8 10 11 3 ■

56. T otal ................. ft ft ft 27 23 30 45 84 69 47

Deficit

57. C entral governm ent ... ft ft ft 147 513 2.090 2.796 2,763 2,900 2,760
58. E x tra -budgetary  funds ♦ ft ♦ - 2 2 - 5 4 - 1 4 6 - 1 4 9 - 1 5 3 - 1 2 3 - 1 0 0
59. Local au thorities # ft ♦ 90 58 -  14 — 45 -  53 -  52 -  50

60. T o t a l .............................. ft ft ft 215 517 1,930 2,602 2,557 2.725 2,610

Income plus deficit

61. C entral governm ent ... ft ft ft 1.027 1.484 3,344 4,627 5,106 5,781 5,914
62. E x tra -budgetary  funds ft ft ft 87 72 97 298 257 226 151
63. Local au thorities ft ft ft 311 288 222 190 183 175 176

64. T o t a l .............................. ft ft ft 1,425 1,844 3,663 5,115 5,546 6,182 6.241

' r

i vnenis

Central goveffluent 
£jtra-badgctiry w 
Local authorities

Total •• »  »  »

tiwfiT pa}Tnents

lie. Centralgô 'eriment ...
Eitia-bndgetary funds

n. Local antborities

Total ...

I^peaii/ur; on aH H'or and atrreni 
F m-Wi■mr ̂ oods and sen iu s

?3. Central Goremment... 
A. Eitra-bad̂ tary fnnds 
K. Local authorities

•  #

rt. Total^  «  I

«  4  •

XOR-tEOr fonnoHon

; s ^  SO'-mment ...

^DthoritiK

Total
> »  %

%  I

Central
« S f e  -' ̂ -9cal ^ds
84.

aothorttî
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'ficit and ExPfindiiurj ot Public Authorities, 1938-1944
£  m illion

1942 1943

1384 1.787
138 125

1,522
J  r

i 1,912 j
1
1

886

1

j

1,028 i
272 224 ;
225 224 ;

1,383 1,476

73 66

II 3

84
1

1944

1.984
120

2,763
-1 5 3
_  53

2.557

5,106
257
183

;546

13!
226

47

2,900 
-123 
-  52

2,725

5.781
226
175

2.760
-100
-  50

2,610

5,914
151
176

6,241

Subsidies, and payments in  respect 
of claims wider the mariyie and 
commodities war risks insurance 
schemes and the W ar Damage Act

65. C entral g o v e rn m e n t .................
66. E x tra -b u d g e ta ^  funds
67. Local au thorities

1938

•  «  «

68. Total •  ft ♦ •  ^  • •  •  ♦ % «

Transfer payments

69. C entral governm ent ...
70. E x tra -b u d g e ta ry  funds
71. Local au tho rities

15

15

312
136
23

1,480 I
—  i

: 72. Total •  «

• Expenditure on all war and current 
I non-war goods and services

73. C entral G overnm ent ...
74. E x tra -b u d g e ta ry  funds
75. Local au thorities

471

445
14

355

76. T otal ... 814

Net non-war capital formation

77. C entral governm ent ...
78. E x tra -b u d g e ta ry  funds
79. Local au thorities

24

101

80. T otal •  #

J
3 Total expenditure, excluding trans­

fers to other authorities hut in ­
cluding payments out o f transfers 
from other authorities

81. C entral governm ent ...
82. E x tra -b u d g e ta ry  funds
83. Lpcal au thorities

84. T otal .

125

796
150
479

1,425

1939

20

20

314
127
23

464

8 4 8
14

404

1,266

25

69

94

1,207
141
496

1,844

1940 1941 1942

70
36

140
248

175
214

106 388 389

340
117

19

408
101

14

464
105

11

476 523 580

1943

190
187

377

533
109

12

654

2,588 13,702 
13 15

455 1 500

4,084
14

499

3,056 4,217 4,597

18 11 11

- 2 4  - 3 1

25

3,016
166
481

3,663 .

4,691
12

482

10

44

- 1 3 20

4,261
364
490

4,734
333
479

5,115 5,546

- 3 4

5,424
308
450

1944

220
111

331

603
116

12

731

4,731
13

477

5,185 5,221

8

- 5 0

- 4 2

5,562
240
439

6,182 6,241

g

J
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TABLE 34

m illion
Combined Capital lAccouô

1938 1939 1940 1941 1942 1943 1944

85. N e t p riv a te  saving  a fte r se t­
tin g  aside th e  excess of d irect 
ta x  liabilities over paym ents 342 433 865 1.164 1,276 1,618 1,596

86. Excess of d irect ta x  liabilities 
on p riv a te  incom e over p a y ­
m en ts ... ... ... ... 23 117 284 327 343 147 102

87. N e t saving of public au th o r­
ities ... ... ... ... - 9 0 - 4 2 3 -1 ,9 0 5 -2 ,6 1 5 -2 ,5 7 7 -2 ,7 5 9 -2 ,6 5 2

88. Sum s allowed for depreciation 
an d  m ain tenance

t

440 450 465 475 475 475 475

89. C om pensation received in re­
spect of claim s under th e  
m arine  an d  com m odities w ar 
risks insurance schem es and  
th e  W ar D am age A ct ■■ . . — 36 248 214 187 111

90. Saving an d  o th er sum s set 
aside «»* ••• «*• 715 577

1
- 2 5 5 -4 0 1 — 269 - 3 3 2 - 3 6 8

For notes on the items of this table see pp. 53 and 54

1938-44

:4

P ria te  domestic gross 
^ t B B  at home and w ar
loses made good -

Increase in work in prepress 
on go\-emment account held ’ 
under pri\ate finance ... •

93. Gross apital formation of 
public authorities ...........

W, Net lending akoad and pur­
chase of assets and financial 
claims from owr^Mc

Gross fonnatioD



Comi)
Table

Capital
34

Account, 1938-44
£  m illion

91 P riv a te  dom estic gross cap ita l 
form ation  a t  hom e an d  w ar 
losses m ade good

-2,5771-2,759

92. Increase in  w ork in  progress 
■ on governm ent accoun t held

-2,652

under p riv a te  finance

93. Gross cap ita l fo rm ation  • of 
public au tho rities  .................

475 475 475

94. N e t lending ab road  an d  p u r­
chase of assets an d  financial 
claim s from  oversezis ...

-2 6 9 -3 3 2 -368 95. Gross cap ita l form ation

1938 1939

^550 622

1940 1941

258 150

1942

236

150

235

-  70

205 133

- 2 5 0

715 577

- 7 9 6

150

94

- 7 9 5

- 2 5 5 - 4 0 1

75

86

-6 6 6

- 2 6 9

1943

231

1944

224

50

71

- 6 8 4

- 3 3 2

63

- 6 5 5

- 3 6 8

4

j



J *̂ s
 ̂ %

M' I »

H

! I  ̂• ̂ I .* •*
! i M'

1

. L

?v

4 %f',,

\  •

A  V

)

46

TABLE
Central Government Expenditure and the Channels

Finance

£  million

For notes on the items of Ihis table see pp- 54 and 55.

1938 1939 1940 1941 1942 1943 1944

96. C entral governm ent revenue 880 971 1,254 1,831 2,343 2,881 3,154

97. U nem ploym ent F und -  1 7 24 64 74 74 72
98. N ationa l H ea lth  Funds —  ■ 9 8 12 9 5
99. I.xDcal Loans F u n d  ... -  2 1 5 9 10 10 10

100. O th e r ex tra -b u d g e ta ry  re­
receip ts including w ar risks 
insurance an d  certa in  W ar
D am age A ct receipts, E x ­
change E qualisa tion  A ccount
and  reduction  in E xchequer

- 1 6 0 - 1 0 2B alance ' 257 186 516 72 - 5 8
101. R econstruction  F inance

- 1 1C orporation  ... i . 87 4 - 7

102. C anadian  G overnm ent in ­
- 4 - 1 3terest-free  loan ■ ■ ■ - 157

103. R eceip ts from  cap ita l tra n s ­
actions included in  m iscel­
laneous revenue, an d  ap p ro ­
p ria tions in a id  arising from  
cap ita l transactions, etc. ... 2 2 6 7 2 5 5

104. /ess S inking funds ... - 1 1 - 1 4 - 1 2 - 1 7 - 1 3 - 1 5 - 1 6

105. less O th er expend itu re  (net) 4 - 2 1 - 8 13 - 1 15 16

106. F inance th rough  governm ent 
agencies 249- 161 540 243 187 - 7 3 - 3 4

107. P o st Office and T rustee  Sav- 
• ings B anks ... 1 19 119 214 234 301

•
325

108. N ational Savings Certificates ♦
including increase in accrued 
j n te res t 3 21 167 214 232 297 265

109. Defence Bonds ■  -  - 22 180 174 134 121 112

n o .  O ther public issues (net) ... 73 10 567 1,031 1,047 1,060 898

111. Increase in fiduciary issue ...
112. Increase in T reasury  Bills

10 - 3 0 50 150 170 150 loO

held outside governm ent de­
p a rtm en ts  and  B ank W ays 
and  Means - 1 8 9 310 129 279 151 433 537

113. T reasury  deposit receipts ...
114. T ax  reserve certificates —

338 474
17

155 •
453

434
177

394
113

1J5. Public  borrowing a t  hom e ... - 1 0 2 352 1,550 2,553 2.576 2.973 2,794

116. C entral governm ent revenue 
plus  deficit ... 1,027 1,484 3,344 4,627 5,106 5.781 5,914

J17. Subsidies -

•

ecoQoniy

119. NoB-contribfltor>' pensions, 
and payments in respect of 
war pensions and sendee 
giants.. . . . . . . . . . . . . . . . . . . . . . . . . . . .

120. Unemployment and training 
allow ances....................

121. Other transfer payments ...

Esppditnie on goods 
services connected witl 
^  ..........

i23. Eipenditui
Knt goods

*̂et non.\
^n ...

' *“ “**>«■ public
* «  %

r'V-

••>2.

T w’
•  V |
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TABLe|3 5

the Cha through which it was Financed, 1938-1944

-5 8 -1 6 0

4 -7

157 - 4

187

3.3,

-11

-13

3,'

117. Subsidies «  •

118. N ational d e b t in te re s t and  
in te res t accrued on N ational 
Saving Certificates pa id  to  
th e  p riv a te  sector of th e  
econom v ...............................

119 N on-con tribu to ry  pensions, 
and  paym ents in respect of 
w ar pensions and  service 
g ra n ts ............................................

120. U nem ploym ent an d  tra in in g  
allowances ..............................

121. O ther transfer paym ents

122. E xpend itu re  on goods and  
services connected w ith  th e  
w ar

«  »  •

-31 1 123. E xpend itu re  on  o th e r cu r­
re n t goods and  services #  »  «

325 1  124. N et non-w ar cap ita l form a
tion  .................

125. N e t transfers to  o th e r public 
a u t h o r i t i e s ...........................

126. C entral governm ent expendi­
tu re  ...

1938

15

192

84

36

353

92

24

231

1,027

£  m illion

1939 1940 1941 1942 1943

20 70 140 175 190

193 208 244 293 344

85 98 120 142 161

30 19 15 13 13

6 15 29 16 15

743 2,471 3,571 3,944 4,552

105 117 131 140 139

25 18 11 11 10

277 328 366 372

1

357

1,484 3,344
0

4,627 5,106 5,781 t

1944

220

394

182

11

16

4,591

140

8

352

5,914

53'

1

. >
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NOTES ON PARTICULAR ITEMS IN THE
MAIN TABLES

TABLE 31

1 This item represents the income from the ownership of lands, houses, etc., as valued 
for tax  purposes, after allowance has been made for maintenance and repair. Incomes 
from these sources below the effective income tax  exemption limit are included, as also are 
those received by non-profit-making bodies. e,g., charities, colleges, etc. Premises occupied 
by their owners are treated on the same basis as rented premises.

2. A'^'^regate profits here are net. i.e., after current business losses have been deducted. 
This item%xcludes interest on the national debt and income due to foreigners, but includ^ 
miscellaneous government income such as trading profits and certain receipts from abroach 
I t  also includes profit and interest not brought into assessment, mcluding income m kmd 
and the amounts received by persons below the income tax  exemption limit or by non- 
profit-making bodies, and incomes, whether or not below the income tax  exemption limit, 
accruing to persons working on their own account.

3- Aggregate salaries include : {a) the whole of the earnings of shop assistants,
(6) small salaries below the income tax  exemption limit, (c) allowances of salary-eamere 
not brought, under assessment to income tax.

4 This item includes an allowance for the income in kind (food, lodging, etc.) of. 
e.g., domestic servants. The estimate of personal expenditure on consumption a t market 
prices <item 7) includes a similar allowance.

5 This item  includes the pay and cash allowances of. and the value of issues of food 
and clothing to. members of H.M. Forces and Auxiliary Sciences and the pensions and 
retired pay of former members of the armed forces other than pensions awarded for d ^ th  
or disability attributable to war service. The la tter appear as a transfer payment in 
item 22 of table 32. An amount equal to the value of issues m kind is included in the 
estimate of personal expenditure on consumption a t market prices (item 7).

6 This item is the sum of items 1 to 5 and is an estimate of the incomes received by 
factors of production in. or only temporarily absent from, the United 
course of producing the current output of goods and sciences of all kinds 
are before tax, since all taxes, direct and indirect, falling on them, whether paid dir^ctiy 
by individuals (including non-profit-making bodies) or through b u s in ^ ^  or 
authorities, will be paid out of them. The item is net in the sense
in items 1 and 2 exclude th a t part of gross receipts which is allowed in the calculation for 
tax  purposes of net rent and profit in respect of the maintenance and
of all existing capital equipment (such as houses, machmery and stocks) which is currently 
worn out or used up. ^

The estimates of labour income given in items 3 4 and 5 do not 
contributions to national insurance (unemployment, health and IJ^sions) 
ments are. however, included in the income figures for some countries and are therefore
shown separately in item 16 of this table.

7. This item shows the money value ot all consumers’ goods and services either bought 
by individuals and non-profit-making bodies or received
The figures shown here are therefore a t paces which include those indirect taxes, rates, 
e m p W rs^  contributions to national insurance and w âr risks ^^^urance premiums that 
aniSar !n  the S e t  value of these goods and ser^uces. They exclude cdsts which, being
m e^by government subsidies, do not enter into market fa c m S tiS
income on the factors of production taken up in providmg life assurance and facihtating
iheTcquSition and transfer of property is included here but shown separately in item 2S 
of table 32.

ft Thic; item excludes expenditure by public authorities which does not a r i^  from 
a direct demand for goods anrservices. Thus it excludes (1) by%hl
paid in respect of war losses, (ill) loan repayments,
a n tra l  government. Loan repayments and payments to sinking funds by local autnom  
on rate fund account are included in lieu ot depreciation allowances as part of the current
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cost of providing the ser\'iccs. Subsidies, which are shown in item 14 below, are excluded 
and so are operating expenses incurred in the provision of services such as postal services 
and local authority  trading services, which are sold to persons and businesses.

N et non-war capital expenditure is excluded from this item and appears separately in 
item 9. In previous years only a part of this expenditure was excluded, namely the net 
capital expenditure of the Post Office and of the housing and trading services of local 
authorities.

Lend-lease assistance and, in 1942, expenditure equivalent to the Canadian contribution
are excluded frorn this item. Thus, insofar as goods have been received under lend-lease
or have been paid for out of the Canadian contribution, this series is not a consistent
measure of the value of the to ta l am ount of goods and services currently a t the disposal
of public authorities since it includes resources obtained by borrowing from or sale of
assets and financial claims to  countries abroad, bu t not those obtained under lend-lease
provisions or as a result of the  Canadian contribution.*

9. This item is new. its elements having appeared previously either in the expenditure
on goods and services by  public authorities or in private net investm ent a t  home. I t  is 
restricted to  net non-war capital expenditure and is mainly composed of Post Office capital 
expenditure charged to  loan account, and the net capital expenditure undertaken by local 
authorities (other than th a t on war emergency services which is included in the preceding 
item). The latter is measured by taking capital expenditure on works less receipts from 
the sale of assets and sums repaid to  lenders and transferred to sinking funds. This last 
deduction is made in lieu of allowances for depreciation since there is a reasonable corres­
pondence between the life of the assets and the period over which the borrowing used to 
finance them is repaid. ° %

s

10. This item is shown separately since it is convenient to keep i t  distinct from other 
forms of private net capital formation a t  home. Unless separately accounted for it 
necessarily appears in the balancing item (item 11 in the war years) since there is included 
in the national income all income accruing as a result of current activity in producing
goods and services on government account, whereas only paym ents actually made are 
included in items 8 and 9.

11. This item relates only to capital formation of the private sector of the  economy 
I t  IS composed of (a) gross expenditure on fixed capital and its upkeep, i.e. new additions 
replacements and repairs (whether normal or resulting from war damage with the excep- 
tion of the sums shown separately in item 12 below), less (b) maintenance and depreciation 
^lowances which have been set aside in the  calculation of rent and profits in items 1 and 2 
less (c) receipts from the sale to  public authorities of existing privately-owned capital 
a ^ t s ,  such as land and buildings, plus {d) the  increase in stocks (including replacements 
of war losses) as valued for the calculation of profits in item 2, less {e) the increase in work 
in progress on government account held under private finance shown separately in item 10.

I t  has been impossible to make a direct estimate of the constituents of this item for the
war years “Die figures in brackets have been obtained by subtracting the sum of items 7
to 10 and 12 to 17 from item 6 and are therefore dependent on the accuracy of 
those estimates. ^

x}?' amount of compensation paid under P a rt I of the  W ar Damage Act
substantially all of which arises only where actual work is pu t in hand. This work includes 
a  small amount of equipment other than  buildings.

13. This item 'is an estimate of the net increase (or, when negative, decrease) in the 
^ e rse a s  assets of the United Kingdom and is equal to the United Kingdom balance of 
payments on current account. This balance represents the excess of payments over 
re^ ip ts  on current account and is required here since receipts for exports and similar 
^ r v i ^  which give r i ^  to income in this country do not appear elsewhere in expenditure 
whilst payments for imports and similar services which do not give rise to such income
S  n il  “ S'?" ^ ^ “  be deducted. Any liability i n c u r r S T a
result ot lend-le^e assistence is not taken into account in this item just as the value of the
gooa:^ and services received in this way is not included in item 8 above.

restricted to the following classes of payments made by the central 
government towards the cost of goods and services bought by the public • (i) agricultural 
^bsidies such as the beet sugar subsidy, milk sub.sidy, w h L  deficiency p a y S  ^nd

fertilizers, grassland ploughing and field drainage, (ii) acreage payments
o W a t °r I accounts of the Mints^ry of Food and the Ministry
Powe? and ( I f  ' subsidies m respect of coal paid by the Ministry of Fuel and
M°nkUv M ‘ clothing and fertilizers, m et by the.iinLstry of bupply. This item is included here since it represents payments in resnort 
of costs not appearing in the market value of goods and services.

t
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15. This and the  two item s following require to  be deducted from the sum of items 7 
to 13 {which is tlie ne t national expenditure a t  m arket value) since they  appear in 
m arket prices bu t do no t appear in any  of items 1 to  6 . The item  includes (i) all customs 
and excise duties, (ii) m otor vehicle duties on vehicles owned by businesses, (iii) stam p 
duties o ther th an  those on the  transfer of property  and (iv) local rates.

16. Compulsory contributions of employers to  the  national health and unemployment 
insurance and contributory  pensions schemes.

17. This item  shows the  premiums paid under the  commodities and marine war risks 
insurance schemes, bu t no t contributions and premiums under the W ar Damage Act 
which are treated  like direct taxes.

18. This item  is the  sum of items 7 to 17 and is an  estim ate of expenditure on the 
factors of production in, or only tem porarily absent from, the  United Kingdom. I t  is, 
therefore, by definition equal to item  6 .

T A B L E  32

19 This item  is composed of items 1 and 2 of table 31 plus national deb t interest 
received by the  private sector of the economy and accrued interest on National Savings 
Certificates less private income not accruing to  persons (item 37) less miscellaneous income 
from public property, etc. (item 56 of tab le  33).

20. The sum of item s 3 and 4 of table 31.

21. The same as item  5 of table 31.
*>2 N on-contributory and contributory  old age pensions, o ther contributory pensions, 

supplem entary pensions and cash paym ents in respect of w ar pensions and service grants.

23. Unemployment insurance benefits, unem ploym ent aUowances and outdoor reUef 
paid by local authorities.

24. Cash and medical benefits under the  National H ealth  Insurance Scheme.

25 BiUeting allowances, fireguards’ subsistence allowances, travelling and lodging 
allowances of transferred workers, trainees’ wages and lodging aUowances. etc.

The sum of items 22 to  25 plus th a t p a rt of the national debt interest and interest 
accrued on National Savings Certificates which is included in pnx^te  mcome is equal to 
the  to ta l of transfer paym ents shown in item  72 of table 33.

26. This item is the sum of items 19 to 25 and shows the to ta l of disposable income 
received by persons (including non-profit-making bodies).

27. This item is equal to item 7 of table 31 less items 28 and 29 of table 32.

28 Expenditure out of personal income on the  factors of production taken up in 
providing life assurance and facilitating the  acquisition and transfer of property.

29 T hat p a rt of the  excess of indirect taxes, etc. (items 15, 16 and I J  of table 31) over 
subsidies (item 14 of table 31) which falls on consumers’ expenditure.

10 This item includes paym ents of (i) income tax  in respect of private income (other 
t h a f  th a t paid by busSsse^^^^ respect of business saving, which is inclined in item 39. 
and the sums due for repaym ent after the \va.r which are showm m the im m ^ia te ly  ^ c c ^ ^ -  
ine item) (ii) surtax , (iii) employees’ contributions to national insurance,
Act L n trib u tio n s and premiums m et out of personal mcome. (v) m otor vehicle duties on
vehicles-owned by persons.

31. The am ount of income tax  payments for w'hich post-war credits are due.

32. Together w ith items 30 and 31 makes up  the to tal of direct tax , etc., payments met 
out of personal income.

«;bmvs the excess of the liability for the direct taxes included in items 30
to  3? a c ? ; ^ n ^ ”n “ u n c r e "  ? current ra ta l of taxation over a r r a n t  direct t .x  pay-
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39. This item is composed of 
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changing. Following th e  procedure adopted last year, income ta x  accruals in respect of
income a^essed  under Schedule E  (wages and  salaries) have been om itted throughout
the  period T ^ s  has been done to  avoid th e  d iscontinuity  which would otherwise have
been introduced in to  th e  figures as a  resu lt of the  introduction of the  “ pay  as vou earn  ” 
scheme in 1944. ^  ^ ^

34. This item  rep r^ en te  th e  excess of personal income over outgoings on consum ers' 
go«is and services and liability  for taxes, com pulsory contributions, etc., including d ea th  
duties I t  h ^  been obtam ed th roughout by sub tracting  th e  sum  of item s 27 to  33 from 
item  Zb, and therefore depends on th e  accuracy of those items.

35. This item  is th e  sum of item s 27 to  34. which show the  various ways in which
personal income is disposed of. Current income m ay  be either (a) spen t on consum ers'
goods and se rv ic^ . e ta .  (6) paid a ^ ^ y  in taxes and the  like, (c) se t tem porarily  aside
a p in s t  i n c r ^ ^  habdities to  te x . or {d) added to  past savings. Since th is list is exhaustive 
the  item  is by denm tion equal to  item  26 •

36. This item  is equal to  th a t  p a r t of th e  ne t national income (item 6 of tab le  31 above)
which IS n e i^ e r  paid out to  persons (in which case i t  enters, together w ith  transfer pav-
ments. into item  26). nor accrues to  public au thorities as miscellaneous income from public 
property, trading, etc. (item 56 of tab le  33). puuiu.

37. See preceding note.

38. The to ta l paym ents of N ational Defence C ontribution and Excess Profits Tax.

39. Tins Item is composed of o ther direct taxes such as income ta x  and  W ar Damage
premiums m et out of o ther p riva te  income. Together w ith  item s 

30, 31, 32 and 38, i t  is equal to  item  48 of tab le  33.

IS'® liab ility  for the  direct taxes included in item s
38 and 39 accruing on current income a t  current rates of taxation  over the  current pay-

explained in the  note to  item  33. accruals of th is kind a 4
current paym ents are m ade in respect of assessments 

based on the income earned in an  earlier period.

sa v in g : intended to  include no t only the  ne t

42. The sum of iferas 38 to  41 and  by  definition equal to  item  37.

33 t l s  item i r o £ t e b r 3 3 ^ ®  ® of tab le

44. The sura of item s 35 and 42.

T A B L E  33

a u t S f t i S S l  fK TT sta tem ent of the  income, deficit and  expenditure of'public
suchTs^ F vrh^^ United Kingdom. Transfers between one public au th o rity  and another

I® authorities, sim ilar contributions to  ex tra-budgetary
authorities of direct taxes are excluded from th e  i S c ^

Thus the  expenditure of th e  au th o rity  m aking the  transfer
authoritr^a^^^^^ authorities from Exchequer grants is a ttr ib u ted  to  locaiautnom ies an a  not to  the central governm ent.

of services is here net in  the sense th a t  i t  is a fte r deduction
e ith eM ^ TOr sold by  public authorities to  the  general public, which are included
home expenditure on consum ption or in p rivate  ne t capital form ation a t

income tax , a fte r deduction of the  small am ount paid by public
E x(!S I S t e ' T r x  anH property, surtax . National Defence C ontdbution,
d u S - i n c l u ^ ^ l ^  the  exception of those stam p

correspond K  gifts (ag ., s u n d r y - c o n t r i r u t l ^ n s T S t ^ ^
a ? f  here treated  ^  licencespersons. ^  direct taxes as also are m otor vehicle duties on vehicles owned by
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46 Employees' contributions to  national insurance and W ar Damage Act contributions 
and premiums.

48. The sum of item s 45 to  47 : equal to  the  sum of items 30, 31. 32, 38 and 39 of 
tab le  32.

49 Customs and excise duties, m otor vehicle duties not included in item 45 above 
stam p duties o ther than  those on the transfer of property  and appropriations-m-aid
corresponding to  indirect taxes.

50 Em ployers' contributions to  national insurance and premium paym ents under 
the  commodities and m arine w ar risks insurance schemes.

51 Composed of local rates and central government contributions in lieu of rates 
w ith the  exception of w ater rates, which are treated  as current receipts from a  trading
service.

52. The sum of items 49 to  51 : numerically e q u ^  to  the sum of items 15 to  17 of 
table 31.

53 Post Office net receipt less Post Office Vote of Credit expenditure, receipts from 
CroNvn Lands and from Sundry Loans, certain items appearing in miscellaneous revenue, 
such as contributions towards the cost of the  w ar received from colonial govemmente 
and peoples, and certain appropriations-m-aid, such as receipts under the railway 
agreem ent. In terest on national debt owned by public departm ents, etc., is excluded.

55 An estim ate of the  profits from trading services and c o ^ r a t io n  estates treated in 
such a w ay th a t  contributions to  ra te  fund accounts are included while transfers f ^ m  
ra te  fund accounts in aid of deficiencies are not. In  contrast to  the  treatm ent m Cmd. 
6520 central governm ent grants are not included.

from  th a t given in previous years since i t  includes borrow ng to  finance Post Office loan 
e X n d i t u r f  X h  S>pears iA net non-war capital formation of the centeal g o v e ^ e n t
t i t S i  77). Sums received through the Currency Deposit Account ^
^84 million are om itted from th is item  and a corresponding am ount is om itted from
expenditure.

58 This item  shows the excess of receipts over paym ents of the w-ar risks insurance
s c h e L s  the  Unemployment and National H ealth Insurance Funds ^
rSanrged by the National D ebt Commissioners. Since this item  is headed deficit . a
surplus naturally  requires a  negative sign.

59 This item  shows the ne t borrowing of local authorities. I t  is c o m b e d  of t o ^  
b o rro w il^ V s^  ^paym en ts! transfers to  link ing  funds and additions to  b a lan ce  ^  
exnlained in section IV above, it differs from the corresponding figures given m »tem ^  
of Cmd!6520, since borrowing to finance capital expenditure on housing and trading services
is no longer excluded.

61 The sum of items 45, 49, 53 and 57 : items 62 and 63 are obtained similarly.
65. This item is composed wholly of subsidies and has been fully described m the note 

to  iteni 14 of table 31.
66. This item  is composed wholly of paym ents in

modities and m arine war risks insurance schemes and the V a r  Damage Act.

fiq This item  includes (i) national debt interest paid to persons and b « s in e s^ . (i^iIS fS S S ilis i
70. Unemployment and National H ealth Insurance benefits and contributory pensions.

71. Public assistance (out-relief) in money and kind.

that” p a H o fr tio °n ilT b t1 n m r:J t^ a n T ^ te ^ ^ ^ ^ ^ ^ ^ ^
which is included in private income,

73. This item  comprises the whole of central government e.xpenditure on goods and 
services except the net capital formation showm in item 77.
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74. This item  is composed of fees paid to  agents under the  w ar risks insurance schemes 
and W ar Daanage Act (which are included in w ar expenditure in item 2 (a) of tab le  11) 
and of contributions tow ards adm inistration costs m ade by the  Unem ploym ent and National 
H ealth Insurance Funds, etc.

75. This item comprises all local au tho rities’ expenditure on rev'onue account o ther than  
th a t recoup>ed from the  private sector of th e  economy in the form of fees, rents, etc. plus 
capital expenditure on w ar emergency services. Loan repaym ents and paym ents to 
sinking funds are included as an  operating expense in lieu of depreciation allowances. . \1I 
expenditure (current and capital) on w ar emergency services is included in w ar expenditure 
in item  2 (a) of table 1 1 .

76. The same as item  8 of tab le  31.

77. This item is m ainly composed of Post Office loan expenditure and Road Fund 
expenditure on im provem ents and new construction. A small allowance is m ade to  cover 
normal additions to  governm ent buildings. In  previous years Post Office loan expenditure 
was included in private net investm ent a t  home (item 11 of table 1. Cmd. 6520) and other 
central governm ent capital form ation in expenditure by public authorities on goods and 
services (item 9 of tab le  I, Cmd. 6520).

79. Capital expenditure on works less receipts from th e  sale of assets and sums repaid to 
lenders and transferred to  sinking funds. As explained in the  note to item  9, th is last 
deduction is m ade in lieu of allowances for depreciation. In  Cmd. 6520 ne t capital 
expenditure on housing and trad ing  ser\dces was included in item  11 of tab le  I, p rivate  
net investm ent a t  home, and th e  rem ainder in expenditure by public authorities on goods 
and services (item 9 of table I). As implied in the note to item  75 no expenditure on war 
emergency services is included here.

80. The same as item  9 of tab le  31.

81. This item  excludes net transfers m ade by  the  central governm ent to  extra-budgetarv  
funds and local authorities which, in so far as th ey  are spent, appear in item s 82 and  83. 
I t  therefore differs from item 61 (which also appears as item  4 of tab le  16, item  3 of tab le  
17 and item 126 of table 35) which includes such transfers.

T A B L E  34

85. The sum of items 34 and 41 of tab le  32.

86. The sum of items 33 and 40 of table 32.

87. N et non-war capital form ation of public authorities (item 80 of tab le  33) less the 
net borrowing (deficit) of public authorities (item 60 of table 33). The fact th a t throughout 
the period this figure was negative means th a t public authorities were borrowing to finance 
current expenditure.

88. These estim ates are, so far as the  p rivate  sector is concerned, m ainly based on the 
allowances, as computed for income ta x  purposes, which were due each year, viz. 
allowances for repairs, etc., under Schedule A and wear and te a r  and obsolescence 
allowances under Schedule D. In  the  case of local authorities sums repaid to  lenders and 
transferred to  sinking funds are trea ted  as the equivalent of depreciation allowances 
as explained in the note to item  9. E xpenditure by public authorities on m aintaining 
highways and bridges is included, as is also Post Office capital expenditure charged to 
Vote. I t  will thus be seen th a t  these allowances are trea ted  here in a narrow  sense in th a t  
they exclude, except in the  case of buildings, highways and bridges, the  greater p a rt of 
outlays for current repair work. A wider trea tm en t of these allowances would, of cour.se, 
leave the figures for net capital form ation unaffected since the  gross figures (items 91 and 
93) would be increased to  the  same ex ten t as the  allowances.

89. The same as item  66 of table 33.

91. Composed of to tal expenditure on fixed capital, works, etc., by the private sector 
of the economy, together w ith the change in the  value of stpcks and work in progress as 
implied in the calculation of profits. As explained in the note to  item 88 th is item  is 
treated  here in a narrow sense since except in the case of buildings the  greater p a rt of 
private outlays on repair work is excluded.
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92. I 'he  same ius item 10 of table 31. 9
93. Capital expenditure on \vork.s /«ss receipts from the sale of assets plus maintenance 

of highways and bridges.

94. The same as item 13 of table 31.

TA BLE 35

96. This item, the  sum of item s 45, 49 and 53 of table 33. is composed of to ta l ordinary 
revenue {including throughout the  period the receipts from wireless licences but excluding 
receipts under the  W ar Damage Act, which appear in the  income of extra-budgetary funds, 
and the Canadian contribution) plus receipts from classes which m ay be appropriated in 
aid of Votes corresponding to gifts, taxes and income from property, less receipts from 
the Post Office Fund, which is trea ted  as an  extra-budgetary  fund, less Post Office receipts 
from the  Vote of Credit (which represent a transfer w ithin the  central government sector). 
less receipts from capital transactions included in miscellaneous revenue, which are properly 
regarded as a p a rt of the finance of the  deficit, less transfers between public authorities 
included in miscellaneous revenue, less departm ental receipts in excess of those appro­
priated in aid of Votes, since these appear in miscellaneous-revenue and also, so far as they 
are relevant, in receipts from classes which m ay be appropriated in aid of Votes corres­
ponding to  gifts, taxes and income from property.

97. 98 and 99. The net increase in these funds available for loan to  the Exchequer.

100. The net increase in governm ent securities held by other extra-budgetary funds 
and the Exchange Equalisation Account, certain receipts in respect of \var risks insurance 
and the W ar Damage Act, and the  reduction in Exchequer balance.

103. These items appear here since they are not included in item  96.

105. This item  includes net issues under various Acts, e.g,, N orth  Atlantic Shipping 
Act, 1934, Tithe Act, 1936, Anglo-Turkish (Armaments Credit) Agreement Act 1938, 
Overseas Trade Guarantees Act, 1939.

106. The sum of items 97 to  105 : represents the to ta l of sums used to finance the 
central government deficit which is received from government funds and similar sources 
as opposed to loans from the public.

107. The increase in investm ents from the  net deposits in the Post Office and Trustee 
Savings Banks.

108 and 109. Receipts less repayments.

110. Receipts from public issues, e.g., National W ar Bonds and Savings Bonds, and 
Other D ebt (net) less securities redeemed and excluding purchases of government securities 
(war or pre-war issues) by public departm ents. In  contrast to  the figures given in Cmd. 
6520 this item  now includes sums required to  finance Post Office Loan expenditure.

112. The increase in bills held by the m arket or by Empire Funds and in Bank W aj^ 
and Means Advances.

113, Receipts less repayments.

115. The sum of items 107 to  114 showing the am ount of public borrowing a t  home 
The sum of item 106 and this item is equal to  item  57 of table 33.

116. The sum of items 96, 106 and 115 ; equal to  item  61 of table 33

117. The same as item  14 of table 31 and item 65 of table 33.

118. This item forms p a rt of items 19 and 36 of table 32

119. This item forms part of item 22 of table 32.

120. This item forms part of items 23 and 25 of table 32

121. This item forms p a rt of item 25 of table 32. The sum of items 118 to  121 is equal 
to item 69 of table 33.
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122. Expenditure on goods and services ou t of Vote of Credit and J.)efence N otes and 
under the Defence Loans Acts. .Ml subsidies, transfer paym ents and sums transferred to 
other public authorities are excluded from th is item .

123. The sura of th is and the  preceding item  is equal to  item  73 of tab le  33.

124. The same as item  77 of tab le  33. I t  should be noted th a t  all w ar expenditure 
of a  capital natu re  is excluded from  th is item  and  included, together w ith  curren t expen­
diture. in item  122.

125. Equal to  item  61 of tab le  33 Uss item  81 of tab le  33.

126. This item  differs from item  81 of tab le  33 by  the inclusion of the net transfers 
to  other public au thorities shown in item  125 and  is therefore equal to  item  116, the  sum 
of central governm ent revenue and deficit.
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