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In September I988, the base year for the constant price estimates 

in the United Kingdom national accounts was changed from 1980 

to 1985. This article gives details of the effects of this rebasing 

on the expenditure and output based measures of gross domestic 

product (that is GDP(E) and GDP(O)) . The effects of rebasing 

on the index of output of the production industries (a major 

component of GDP(O)) will be described in a separate article. 

The third measure of gross domestic product at constant prices, 

the income-based measure (GDP(I)), is obtained by deflating the 

sum of factor incomes at current prices by the implied deflator 

for GDP(E) at factor cost. Consequently the effects of rebasing 

on GDP(I) are proportionally identical to the effects on GDP(E). 

A short section at the end of this article summarises the effects 

on all three measures as well as on the average measure of GDP. 

The rebased annual estimates were first published in United 
Kingdom National Accoums, 1988 Edition, otherwise known as 

the CSO Blue Book. Quarterly figures (mainly consistent with 

these annual data but, in the case of GDP(O), containing some 

later data) appeared in an article entitled National Income and 
Expendiwre in the second quaner of 1988 in the October issue 

of Economic Trends. The last complete set of 1980 based estimates 

was published in the July 1988 edition of Economic Trends. 

A summary of the effects of rebasing is shown in Chart I which 

shows, for each GDP measure, the growth observed between 1983 

and 1987 as published in the July issue of Economic Trends at 1980 

prices; the growth that would have appeared in the 1988 Blue Book 

had it been compiled at 1980 prices; and the actual growth rates 

based on estimates at constant 1985 prices which appeared in the 

Blue Book. The difference between the July Economic Trends and 

the CSO Blue Book estimates as they would have been at 1980 

prices reflects data and methodological changes made this summer: 

the difference between the Blue Book estimates as they would have 

been at 1980 prices and the published Blue Book estimates reflects 

the impact of rebasing. 

Data and methodological changes increased the growth between 

1983 and 1987 observed by all GDP measures. Rebasing reduced 

the growth rates for all measures and in all cases more than 

cancelled out the effect of data and methodological changes made 

last summer. In the July issue of Economic Trends the average 

estimate of the gross domestic product was shown to have grown 

12.3 per cent between 1983 and 1987: this estimate was revised 

to 12.1 per cent in the Blue Book, the net increase in growth 

reflecting data and methodological changes increasing growth by 

0.5 per cent and rebasing reducing it by 0.7 per cent. 

GDP growth rate changes 1983-1987 
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Background to rebasing 

The theoretical background to, and the reasons for, rebasing were 
described in an article in the March issue of Economic Trends 1

• 

As explained in that article, the purpose of constructing constant 
price estimates is to measure changes in the volume of goods and 
services produced or sold. This involves measuring production 
and expenditure in each period at the prices of a single period, 
this period being called the base period. It is important that this 
base period should reflect the price structure of the period over 
which volumes are being compared as closely as possible. To keep 
abreast of changing price structures therefore a sequence of base 
years is chosen. each of which is used for changes over defined 
periods surrounding that base year. The constant-price series are 
therefore re-weighted estimates for later years and linked to existing 
estimates for earlier years. In the rebasing on 1985, the estimates 
have been re-weighted according to average 1985 relative prices 

only for the period from 1983 onwards. 

For the years up to and including 1982 the estimates calculated 
on earlier base years have simply been re-scaled (or 're-referenced') 
and linked to the new series at 1983, without re-weighting: or where 
there have been data or methodological changes revised estimates 
continue to be weighted together according to relative prices of 
the old base year. Thus, although estimates at constant prices before 
1983 are now expressed in terms of 1985 prices (or, in the case 
of index numbers with 1985= 100), their growth rates have not been 
changed, except where data revisions and methodological changes 

have been made in the light of later and more complete information. 
One consequence of this approach is that, for periods before 1983, 
sub-totals and totals do not equal the sums of their components: 
in other words, the constant price figures do not 'add up' in an 
accounting sense. Although this can be an inconvenience, it is 

necessary if the correct weighting of the estimates is to be 
maintained. To obtain new sub-totals as the sums of the re
referenced components would amount to re-weighting between 
components at 1985 prices, and would therefore be contrary to 

the principles already outlined. 

In theory, the effects of rebasing on GDP(E) and GDP(O) should 
be the same. It will be seen later in this article that, in practice. 
they are slightly different because GDP(E) and GDP(O) are 
constructed completely independently, using different methods of 
computation and separate data sources at varying levels of detail. 
Consequently, the two measures are subject to differing amounts 
of measurement error and to variations in the detail at which 
components are weighted together in producing total GDP. Such 
differences cause the impact of rebasing on the two measures to 

differ. 

Estimating the size of the effects of rebasing 

The differences between the last estimates at 1980 prices 
published in the July issue of Economic Trends and the first 
estimates at 1985 prices published in the Blue Book reflect revisions 
to basic estimates at current prices and the effects of certain changes 
in methodology as well as the effects of rebasing. Unless otherwise 
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stated, the figures at 1980 prices which are given in the text and 
tables in this article are not taken from the July Economic Trends 
but instead have been adjusted as far as possible to take account 
of data revisions and changes in methodology. To the extent that 
this has been achieved, the differences between the figures at 1980 

prices and those at 1985 prices are entirely the result of rebasing 
i.e. re-weighting. However, it should be borne in mind that the 
1980 based figures could not always be fully adjusted and 
consequently that the estimated effects of rebasing are subject to 
a certain, albeit generally relatively small , margin of error. The 
main cases, such as the output-based measure of GDP, where full 
adjustments have not been possible are mentioned in the text. 

THE EFFECI'S OF REBASING ON GDP(E) 

For many types of expenditure, the normal expected effects of 
rebasing are to reduce slightly the estimated growth in volume. 
This is a reflection of price elasticities; the growth in the volume 
of demand is generally expected to be greatest for those goods 
and services where unit prices have grown least. On rebasing the 
fall in the relative price of these goods and services results in their 
volume growth receiving less prominence than hitherto. 

This is indeed what has happened. Rebasing has reduced the 
estimated growth in the volume of the gross domestic product 
between 1983 and 1987 by 0.7 per cent compared with what it would 

have been if rebasing had not taken place. 

The sections which follow describe in greater detail the effects 
of re basing on each major component of GDP(E) and on GDP(E) 
itself at both market prices and factor cost. The effects on the index 
of total home costs (the GDP(E) deflator) and on the consumers' 

expenditure deflator are also g iven. 

Consumers' expenditure 

Rebasing reduced the overall growth of consumers' expenditure 
between 1983 and 1987 by Jll.z per cent. This reduction , which 
is the main explanation of the reduction in overall growth rate of 
GDP(E) caused by rebasing, reflects the extent to which growth 
in the volume of consumers' expenditure between 1983 and 1987 
was concentrated on items which showed a decline in their relative 
price (i.e. their prices rose less than the consumers' expenditure 
deflator) . This accords with economic theory which indicates that 
people tend to substitute goods with a relatively falling price for 

ones with rising prices. 

As shown in Table A overleaf rebasing reduced the estimated 
growth of consumers' expenditure between 1983 and 1987 from 
18 per cent at 1980 prices to 161/.z per cent at 1985 prices. About 
two-fifths of this decline can be attributed to changes in relative 
prices between the categories of expenditure shown in Table A. 
Two major examples are 'other durable goods' and 'clothing'. 
Between 1983 and 1987 the volume of spending on clothing by 
consumers rose 331/.z per cent at 1980 prices (only slightly less 
at 1985 prices) which may have reflected, at least in part, a decline 
in the relative price of clothing: the implied price index for clothing 

1 'Rebasing and reclassifying the national accounts: the reasons and the likely effects', Economic Trends, No. 413, March 1988 (HMSO). 
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TABLE A 

Percentage increases in components of consumers' expenditure, 1983-1987 

C million 
Percentage increase at 1980 prices Percentage increase at 1985 prices 

1985 1983-1985 

Total durables 20 370 5.3 
Cars, motor cycles and 

other vehicles 9 992 - 0.2 
Furniture and floor 

coverings 4 198 0.5 
Other durables 6 180 18.4 

Food 30 064 0.7 
Beer 8 416 0.4 
Other alcoholic drink 7 235 9.8 
Tobacco 7 006 - 6.0 
Clothing 12 047 14.4 
Footwear 2 765 10.1 
Energy products 18 629 5. 7 
Other goods 23 233 10.3 
Rent, rates and water 

charges 26 922 2.4 
Other services 58 580 8.4 

Running costs of vehicles 6 830 4.3 
Travel and communications 10 896 10.2 
Catering (meals and 

accommodation) 13 860 8.9 
Other services nes 28 736 11.4 
Foreign tourist expenditure - 6 282 18.0 
Consumers' expenditure 

abroad 4 540 2.0 

Total consumers' expenditure 215 267 5.9 

rose only 18 per cent between 1980 and 1985 compared with an 
increase in the consumers' expenditure defiator of 40 per cent . 
This substantial decline in relative price means however that the 
one-third growth in the volume of expenditure on clothing takes 
a lower weight in the rebased series of consumers' expenditure 
than hitheno. The 'other durable goods' category shows a similar 
effect: a growth in the volume of expenditure of well over a third 
between 1983 and 1987 receives a lower weight because of a decline 
in the relative price of these goods between the 1980 and 1985 
base years: the implied defiator for other durable goods rose only 
3 per cent between 1980 and 1985. 

Table A also shows how rebasing has changed the growth rates 
of the volume of expenditure of individual categories of consumers' 
expenditure. These changes account for about three-fifths of the 
overall reduction in the rate of growth of consumers' expenditure 
at 1985 prices compared with figures at 1980 prices. The largest 
reductions occurred in respect of 'other durable goods', food , 
alcohol other than beer, 'other goods' and consumers' expenditure 
abroad. These changes in growth rates refiect the fact that these 
categories are not groupings of homogeneous goods and services 
- if they were relative price changes within the group and, 
therefore rebasing effects, would be small or non existent - but 
groupings of goods and services containing within them different 
goods and services experiencing different price trends and volume 
growth. 

An example is the 'other durable goods' category which show 
a decline in estimated growth between 1983 and 1987 from 39 per 
cent at 1980 prices to r7 per cent at 1985 prices. This category 
comprises white goods (eg domestic electric appliances such as 
washing machines, cookers and refrigerators) and brown goods 
(covering televisions, radios, cameras, hi-fi and microcomputers). 
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1985-1987 1983-1987 1983-1985 1985-1987 1983-1987 

15.7 21.9 4.0 15.5 20.1 

18.7 18.4 - 1.0 18.9 17.7 

5.9 5.4 - 0.5 5.9 5.3 
17.3 38.8 17.4 16.4 36.8 
4.3 5.1 - 0.3 3.6 3.3 
1.1 1.5 0.0 0.8 0.9 

5.6 16.0 8.8 4.8 14.0 
- 3.5 - 9.3 - 6.0 - 3.5 - 9.3 

16.6 33.4 14.2 16.5 33.1 
8.1 19.0 10.1 8.2 19.1 
5.5 11.5 6.0 5.5 11.8 

16.9 29.0 10.0 15.8 27.4 

2.4 4.9 2.5 2.6 5.2 
19.6 29.7 8.4 19.1 29.0 
8.4 13.1 4.6 8.2 13.1 

16.6 28.4 8.9 16.9 27.3 

14.7 24.9 8.9 14.6 24.8 
19.9 33.6 11.5 19.4 33.1 
0.8 18.9 18.0 1.3 19.5 

33.4 36.1 4.5 27.9 33.7 

11.5 18.1 5.4 10.8 16.7 

Over the four years the volume of sales of white goods grew 30 
per cent whilst the volume of brown goods sold increased 45 per 
cent. Between 1980 and 1985 however the price of brown goods 
fell both in absolute terms and relative to the price of white goods. 
This decl ine in the relative price of brown goods means that their 
stronger growth in volume receives less prominence at 1985 prices 
than 1980 prices. It is interesting that by comparison the growth 
in expenditure on furniture and noor coverings showed vinually 
no reduction on rebasing. It seems likely that, within this grouping, 
differential price movements have not been so marked as between 
brown and white goods. 

There have been a number of changes in the relative prices of 
different foods which has resulted in consumers switching into 
foods which have become relatively cheaper. Overall the growth 
in the volume of expenditure on food between 1983 and 1987 was 
reduced from 5 per cent at 1980 prices to 3 Yz per cent at 1985 
prices. 

Budgetary changes probably lie behind the reduced growth rate 
for alcohol other than beer at 1985 prices compared with 1980 
prices. These raised the duty on table wines by 20 per cent between 
1980 and 1985 whereas the duty on heavier wines increased by 
about 80 per cent over the same period. This was accompanied 
by a rapid growth in the consumption of table wines whilst 
expenditure on fonified wines has remained static or fallen. At 
1985 prices this rapid growth in consumption of table wines 
receives a lower weight. 

Reductions in growth rates for other categories of consumers' 
expenditure, including consumers' expenditure abroad, refiect 
similar effects to the ones already described. 



TABLE B 

Percentage increases in components of general government f inal consumption, 1983-1987 

£million 
Percentage increase at 1980 prices Percentage increase at 1985 prices 

1985 1983-1985 

Total general government 73 995 
consumption of whoch: 

Central government 45 976 
local authorities 28 019 0 

General government final consumption 

Rebasing had no overall effect on estimated movements in the 
total volume of general government consumption between 1983 
and 1987: nor any significant effect on estimated changes for the 
central government and local authorities subsectors. A brief 
summary of the figures appears in Table B. 

Gross domestic fixed capital formation 

Rebasing increased the rate of growth of gross domestic fixed 
capital formation by 2 per cent between 1983 and 1987 with most 
of the effect occurring between 1983 and 1985. The effects on the 
different types of asset are shown in Table C. 

Rebasing has had little effect on estimated growth of fixed 
investment in vehicles, ships and aircraft between 1983 and 1987, 
with a small increase in the estimated growth rate between 1983 
and 1985 offset by a small increase in the estimated decline in this 
type of fixed investment between 1985 and 1987. The impact of 
rebasing on estimates of fixed investment in plant and machinery 
was much more marked. The estimated growth of expenditure on 
plant and machinery between 1983 and 1987 has increased by 6 
per cent, with this increase spread equally over the two halves 
of the four year period. This increased growth rate reflects 
increased weights for computers in the price indices used to deflate 
this type of investment, combined with downward revisions to 
estimates of computer prices. Computer prices are now estimated 
to have fallen between 1983 and 1987, both in cash terms as well 
as relative to other plant and equipment. The increased growth 
of fixed investment in plant and machinery is the major contributor 
to the total rebasing effect for gross domestic fixed capital 
formation. 

Rebasing has also had a significant impact on the estimated 
growth of fixed investment in dwellings between 1983 and 1987 
increasing the estimated rate of growth by about 3 per cent. 

TABLE C 

1985-1987 1983-1987 1983-1985 1985-1987 19831987 

3 4 3 4 

0 2 T 0 2 
7 7 0 7 7 

This reflects the increased weight which expenditure on home 
improvements receives in the 1985 based series, due to substantially 
faster price increases between 1980 and 1985 for this type of 
investment compared with investment in the new dwellings, and 
faster growth in expendirure on home improvements compared with 
expenditure on new dwellings. This relative rise in the price of 
home improvements was in pan due to the imposition of VAT on 
home improvements in the 1984 Budget. For other new buildings 
and work there was a small decline in the estimated growth of 
expenditure between 1983 and 1987, concentrated in the second 
half of this period. 

Stockbuilding 

Assessment of the impact of rebasing on changes in the volume 
of stocks (stockbuilding) presents special difficulties. Paradoxically, 
estimates of changes in physical stocks at current prices are affected 
by rebasing as well as estimates at constant prices. This is because 
the rebased price indices are themselves used to disaggregate 
changes in book values into the value of the physical change in 
stocks and stock appreciation. If, for example, a rebased price index 
used to deflate one type of stocks increased faster during a period 
than the unrebased index this would result in the estimate of stock 
appreciation being raised: and, if the estimated book value change 
in stock levels was unchanged, this would reduce the current price 
estimate of the physical change in the volume of stocks compared 
to what it would have been prior to use of the rebased indices. 

This is what has happened at this rebasing: there were significant 
changes in the stock price indices for the manufacturing and 
distribution industries which have led to significant changes in 
estimates of the values of the physical increase in stocks at current 
prices. The changes in the stock price indices are due not only 
to the construction of these indices using 1985 instead of 1980 
weights but also to changes in their methods of calculation which 
bring them closer to the producer price indices. 

Percentage increases in components of gross domestic fixed capital formation 1983-1987 

Types of asset 
Vehicles, ships and aircraft 
Plant and machinery 
Dwellings 
Other new buildings and 

works 
Total gross domestic fixed 

capital formation • 

£million 
1985 

6 433 
23 744 
11 928 

18 178 

60 283 

• lncludong transfer costs of land and buildings. 

Percentage increase at 1980 prices 

1983-1985 1985-1987 1983-1987 

22 - 3 TB 
20 5 26 

- 4 T2 7 

9 6 T6 

TT 6 TB 

Percentage increase at 1985 prices 

1983-1985 1985-1987 1983-1987 

24 - 5 TB 
22 8 32 

- 3 T2 TO 

9 5 T5 

T2 6 20 
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TABLED 

Contributions of stockbuilding to estimated growth 
rates of GDP(E) 

1983-1985 1985-1987 1983-1987 

Stockbuilding at 
1980 prices - 0.0 - 0.1 - 0.2 

Stockbuild1ng at 
1985 prices - 0.3 - 0.0 - 0.3 

Difference (ie rebasing 
effects) - 0.2 + 0.1 - 0.1 

Changes in the stock price indices. for both these reasons. 

contributed substantially to the estimates of rebasing effects which 

appear in Table D. The impact of the changes in methods of 

calculation of the stock price indices is not of course a rebasing 

effect but it is included indistinguishably with the estimated 

rebasing effect because it has not been possible to measure it 

separately. Table D shows the impact of rebasing on stockbuilding 

(including changes in method of calculation) in terms of its impact 

on GDP(E) growth rates: not in terms of the rate of growth of 

stockbuilding itself since this would be meaningless when stocks 

are sometimes increasing, sometimes decreasing. It will be seen 

that the rebasing of stockbuilding has reduced the growth of the 

expenditure measure of GDP by about 0.1 per cent over the four 

years 1983 to 1987, with a reduction in the growth of expenditure 

of 0.2 per cent in the first half of the period offset by an increase 

of 0.1 per cent in the second half. 

Exports and imports of goods and services 

Rebasing has not had a large impact overall on estimates of 

exports and imports at constant prices. Estimates of the growth 

TABLE E 

between 1983 and 1987 of exports have been increased slightly 

whilst estimates of the growth of imports have been reduced by 

a small amount. 

Between 1983 and 1987, the volume of exports of goods and 

services is estimated to have grown by 24 per cent at 1985 prices, 

compared with 23 per cent at 1980 prices. For exports of goods, 
the growth rate was slightly lower at 1985 prices than at 1980 prices, 

but for exports of services it was significantly higher, rising from 

18 per cent at 1980 prices to 21 per cent at 1985 prices. This higher 

figure for services is largely due to financial services, exports of 

which grew by 78 per cent at 1985 prices, compared with 64 per 

cent at 1980 prices. This, in turn, was the combined effect of a 
very large growth in exports of insurance and banking services 

which are mainly priced in US dollars and of these services having 

a larger weight at 1985 prices than at 1980 prices as a result of 

the fall in the exchange rate of sterling against the US dollar 

between 1980 and 1985. 

The volume of imports of goods and services is estimated to 

have grown 27 per cent at 1985 prices between 1983 and 1987 
compared with 29 per cent at 1980 prices. This change arises from 

a re-weighting of the estimates for goods and services: there was 
no change in the estimated growth rates for either goods or services 

individually. The reduced growth rate for imports of goods and 
services as a whole reflects the faster growth of imports of goods 

compared with services whilst the prices of goods have risen more 

slowly than the prices of services. 

Rebased estimates of visible trade have been compiled by 
reweighting at an aggregate level of around 100 commodity groups. 

Later this year these estimates will be refined when new samples 
of products are used to estimate price movements for these groups. 

Percentage increases in components of imports and exports of goods and services, 1983-1987 

£million 
Percentage increase at 1980 prices Percentage increase at 1985 prices 

1985 1983-1985 1985-1987 1983-1987 1983-1985 1985-1987 1983-1987 

Imports 
Goods 80 334 15 15 31 15 14 31 
of which-

Non-oil 72 321 14 15 31 14 15 31 
Oil 8 013 24 12 39 24 12 39 

Services: 
Government 1 780 6 1 7 6 1 7 
Sea transport 4 435 - 1 12 11 3 14 11 
Civil aviation 2 925 4 22 27 4 22 27 
Travel 4 871 5 30 37 5 30 37 
Financial and other 

services 4 821 7 - 2 4 7 - 3 4 
All serv1ces 18 832 4 14 18 3 14 18 

All goods and services 99 166 12 14 29 13 14 27 

Exports: 
Goods 77 988 14 9 25 14 9 24 
of which -

Non-oil 61 874 14 11 26 13 11 26 
Oil 16 114 17 1 19 17 1 19 

Services: 
Government 481 - 9 - 1 - 70 - 9 2 - 10 
Sea transport 3 271 - 9 1 - 9 - 8 1 - 7 
Civil aviation 3 078 11 5 17 10 6 16 
Travel 5 442 19 1 20 19 1 20 
Financ1al 4 436 18 40 64 23 45 78 
Other services 8 086 6 7 13 5 6 12 
All services 24 794 8 10 18 9 11 21 

All goods and services 102 782 13 9 23 13 9 24 
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TABLE F 

Percentage increases in adjustment to factor cost, 19B3-19B7 

£million 
Percentage increase at 1980 prices Percentage increase at 1985 pnces 

1985 1983-1985 

Taxes on expenditure 1 56 724 6 
Subsidies 2 7 202 
AdJUStment to factor cost 49 522 7 

1 Deducted to convert GDP at market prices to GDP at factor cost. 
2 Added to convert GDP at market proces to GDP at factor cost. 

Adjustment to factor cost 

The overall effect of rebasing on the growth of the adjustment 
to factor cost has, on this occasion, not been significant. A small 
decline in the estimated growth of taxes on expenditure between 

1983 and 1987, which was about 'h per cent lower when rebased 
compared with what it would have been unrebased, was offset by 
an increase in the estimated decline in subsidies between 1983 and 
1987 of about 3 per cent. This decline in subsidies offsets the 
decline in taxes because the factor cost adjustment is calculated 
as taxes less subsidies. 

Changes in the rate of growth of taxes and subsidies at constant 
prices do not reflect, at least directly, government tax and subsidy 

policies. The volume of subsidies at constant prices, for example, 
reflects only changes in the volume of the goods that are being 
subsid ised. A decline in subsidies expressed at constant prices 
therefore reflects a decline in the activity being subsidised. An 

increased decline in subsidies at constant prices on rebasing reflects 
a relative inc rease in subsidy rates in 1985 compared with 1980 

for activities which are growing least or declining quickest. 

Summary of effects of rebasing on GDP(E) 

The effect of rebasing on each of the main components of the 
expenditure measure of the gross domestic product are summarised 
and totalled in Table I of the Appendix. The effects on GDP(E) 
at factor cost are summarised in Table G. 

TABLE G 

Percentage increases in GDP(E) at constant factor 
cost, 1983-1987 

At 1980 prices 
At 1985 prices 

Rebasing effect 

1983-1985 1985-1987 1983-1987 

5.7 
5.3 

- 0.5 

6.7 
6.5 

- 0.2 

12.8 
12.1 

- 0.7 

The table shows that the overall effect of rebasing has been to 
reduce the growth of GDP (E) at constant factor cost between 1983 
and 1987 from around 12.8 per cent to 12.1 per cent. This reduction 
in growth is concentrated in the first half of the period. A summary 
of the contributions of the main components to the total effect of 
rebasing is given in Table H. This shows that the revised estimates 
of the growth of consumers' expenditure more than explain the 
overall reduction in the growth of GDP(E) because of rebasing. 
Their impact is partially offset by the increased growth of gross 
domestic capital formation at 1985 prices compared with 1980 
prices. 

1985-1987 1983-1987 1983-1985 1985-1987 19831987 

8 15 5 8 14 
- 3 - 2 - 3 2 - 5 

10 18 7 TO 18 

TABLE H 

Contributions to total effects of rebasing, 1983-1987 

Percentages of GDP(E) at 1985 
factor cost 

1983-1985 1985-1987 1983-1987 

Total effect on GDP(E) 
at factor cost - 0.5 - 0.2 - 0.7 

Consumers' expenditure - 0.4 - 0.5 - 1.0 
General government final 

consumption - 0.0 - 0.0 - 0.0 
Gross domestic capital 

formation 0.0 0.3 0.3 
Exports of goods and 

services 0.0 0.1 0.1 
Imports of goods and 

services 0.0 0.1 - 0.1 
Adjustment to factor 

cost - 0.0 0.1 0.1 
Reweighting between the 

components shown 
above - 0.2 0.1 - 0.1 

Whilst rebasing reduced the growth of GDP(E) between 1983 
and 1987 by 0.7 per cent compared with what it would have been 
if rebasing had not taken place (i.e. estimates had continued to 
be compi led at 1980 prices) revisions to the underlying estimates 

of GDP(E) at current prices had an approximately equal and 
opposite effect, so that the estimates of the growth of GDP(E) 
between 1983 and 1987, as last published at 1980 prices in the July 
issue of Economic Trends and are published at 1985 prices in the 
1988 Blue Book, are about the same. As may be seen in Table 
2 of the Appendix the pattern of revisions and rebasing effects did 
not however compensate each other at component level. Between 
the July issue of Economic Trends and the 1988 Blue Book the 
growth rate of consumers' expenditure between 1983 and 1987 was 
reduced from 18'h per cent to 16 1h per cent, which was almost 

entirely due to rebasing. On the other hand the growth of gross 
domestic capital formation rose from 15 per cent to 18 per cent , 
of which one half was due to revisions to basic data and methods 
and the other half to rebasing. The combined effects of rebasing, 

revisions and other changes are shown graphically quarter by 
quarter for each of the main components of GDP(E) in the charts 
in the Appendix. 

The effects of rebasing on the implied deflators 

Since rebasing affects the estimated growth in volumes, it follows 
that the implied deflators are also affected; and the effect on the 
deflators is equal and opposite in direction to the effect on volumes. 
The changes in two of the main deflators derived from the national 
accounts, the index of total home costs and the consumers' 
expenditure deflator, are shown in Table I overleaf. 
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TABLE I 

Percentage increases in implied deflators 

1983 1985 1983 
- 1985 - 1987 - 1987 

Index of total home costs 
1980 based, rescaled 10 6 7.5 18.9 
1985 based 11. 1 7. 7 19. 7 

Consumers' expenditure deflator 
1980 based, rescaled 10. 1 7.6 18.5 
1985 based 10. 7 8.4 19.9 

The effects of rebasing have been to increase both the growth 
in the index of total home costs and the growth in che consumers· 
expenditure deflator during 1983 to 1987. 

THE EFFECTS OF REBASING ON GDP(O) 

The rebasing of GDP(O) is on theoretical grounds expected to 
result in a lower growth rate. This can be explained by considering 
an increase in che weight of a component series which occurs either 
because its output at constant prices grows more rapidly chan the 
rest of GDP(O) or because there have been changes in prices 
(increases in output prices or decreases in input prices) which raise 
the value added by the activity relative to the total economy. 
However it is fairly easy to see that if the relative price levels 
remain the same at rebasing, although there may be weigh! changes 
refleccing different races of growth in conscant price output, there 
will be no rebasing effec! on the overall race of economic growth. 
Thus it is only when relacive price changes take place that rebasing 
alters the estimates of economic growth. For reasons analagous 
to GDP(E), the growth in output is in general expected to be higher 
where the relative price level of the output is falling. As a result, 
there is a price instigated shift in weight towards the slower 
growing components which is expected to reduce overall growth. 

TABLE J 

In cone rase with the last rebasing where the estimate of growth 
was revised upwards by 0.4 per cent between 1978 and 1982. 
this rebasing has, in fact, resulted in a reduction of growth of 
about 1.4 per cent between 1983 and 1987 compared with whac 
it would have been at 1980 prices. 

Prior to rebasing, the last published 1980 based GDP(O) figures 
in the August 1988 issue of Economic Trends, showed growth 
of about 15.5 percent between 1983 and 1987. Revisions to source 
data would have raised this to 16.0 per cent in the 1988 Blue Book 
without rebasing. In fact the based series published in the 1988 
Blue Book showed an increase of 14.6 per cent. 

Table J shows the percentage increases in the main components 
of GOP(O) when last published at 1980 prices and as first 
published at 1985 prices with the reasons for changes in growth 
subdivided into: 

i. Revisions to source data and methodological changes (i.e. 
che introduction of new indicators); 

ii. Rebasing effects brought about by the change in base year. 

In the case of che produccion industries significant 
methodological changes have occurred in compiling the index of 
production and these coupled with data revisions are believed eo 
have been the main reason for the increase in estimated growch 
rates. Indeed all revisions to che index of production are assumed 
to result from data revisions and methodological changes, because 
of che difficulty of separacing out these effects from rebasing. 

Methodological changes are also important in the case of the 
construction oucput indicator which is now compiled as a !rue value 
added series in place of the original gross oucput indicator. As 
wich produce ion it is assumed that all changes to the rate of growth 

Revisions to estimated percentage increases in GDP(O) 

Last published 1988 Blue Book Net Effect of Effect of 
1980 prices 1985 prices change data changes rebasing 

1983-1985 

Agriculture, forestry and fishing 10.8 11.6 + 0.8 + 1. 1 - 0.3 
Producuon 6.0 5.6 - 0.4 - 0.4 o· 
Construction 4. 7 6.5 + 1.8 + 1.8 o· 
Distribution, catering etc 9. 7 9.0 - 0.7 + 1.2 - 1.9 
Transport and communications 9.8 7.6 - 2.2 - 1.0 - 1.2 
Other services 7. 1 5. 7 - 1.4 + 0. 1 - 1.5 

Total GDP(O) 7.2 6.4 - 0.8 + 0.2 - 1.0 

1985-1987 

Agriculture. forestry and fishing - 0.6 - 0.6 0 - 0.1 + 0. 1 
Production 4.6 6. 1 + 1.5 + 1.5 o· 
Construction 11. 1 87 - 2.4 2.4 o· 
Distribution. catering etc 12.6 10.2 2.4 1.8 - 0.6 
Transport and commun1cat10ns 11.6 10.9 - 0.8 + 0.2 - 1.0 
Other services 8.4 7.9 - 0.5 + 0. 1 - 06 

Total GDP(O) 7.8 7. 7 - 0. 1 + 0.3 - 0.4 

1983-1987 

Agriculture. forestry and f1sh1ng 10. 1 11.0 + 0.8 + 0.9 - 0.1 
Production 10.8 12.0 + 1.2 + 1.2 o· 
Construction 16.3 15. 7 - 0.6 - 0.6 o· 
Distribution, catering etc 23.5 20.1 - 3.4 - 0.7 - 2.6 
Transport and communications 22.5 19.3 - 3.2 0.9 - 2.3 
Other services 16. 1 14. 1 - 2.0 + 0.2 - 2.2 

Total GDP(O) 15.5 14.6 - 0.9 + 0.5 - 1.4 

• These effects are not separately estomat able and, as doscussed on the t ext, are assumed to be zero 
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TABLE K 

Percentage increases in output of the service sector 

Percentage increase at 1 980 prices Percentage increase at 1985 pnces 

1983-1 985 1985-1987 

D1stribut1on, catering etc. 9. 7 12.6 
Transport 7.7 11.0 
Communications 12.9 12.5 
F1nance and bus1ness 17 9 22.5 
Ownership of dwellings 2. 1 1.2 
Public admin1strat1on 0.5 1 2 
Education and health 0.7 3.1 
Other services 8.0 10.5 
Adjustment for financial services 16.6 26.0 

Total serv1ces 8.0 

of construction output are due to changes in the indicator, not 
rebasing itself. The introduction of a value added series for 
construction based on gross value added information on companies 

and public organisations from the Annual Census of construction 
and self-employment income from the Inland Revenue has resulted 
in an increase of 2 per cent in growth between 1983 and 1985 
with a fall of 2 112 per cent between 1985 and 1987. Over the whole 
period 1983 to 1987, the re is a net fall in g rowth of only Yz per 
cent. 

For components of GDP(O) other than production and 
construction , the effects of data revisions and methodological 
changes have been estimated by comparison of the database before 
and after updating with these changes. However it is believed that 
this comparison may have excluded some late revisions which are 
therefore confounded with rebasing changes. Outside the 

production and construction industries methodological changes 
were modest . mainly in the transport and communications sector. 
The net effect of methodological changes on non production 
GDP(O) is believed to be very small. 

Substantial changes to growth in the distribution and catering 
sector between 1983 and 1987 can be attributed to both data 
revisions and the effects of rebasing. Data revisions, particularly 
in the wholesale distribution sector, contributed to a decrease in 
growth of 112 per cent between 1983 and 1987. This reduction 
was however outweighed by a furthe r reduction of around 2 Yz 
per cent attributable to rebasing. This effect occurs markedly in 
distribution within which significant inte rnal weight changes took 
place. Within distribution there was a marked increase in the 

weight of retail distribution and an accompanying fall in the weight 
of wholesale distribution. 

In the transport and communications sector. the effect of data 
revisions and methodology changes has been to reduce growth 
by I per cent over the period. These changes have arisen primarily 
in the commumcations sector. Within the postal services, letters 
and parcels have been split into first, second class and overseas 
series to more closely represent the path of value added. Thts 
change appears to have resulted in a slight mcrease in growth 
whtch has been more than offset by data revisions to other 
components of the communications sector. A reduction of around 
2 5 per cent to growth over the whole period in the transport and 
communications sector can be attributed to rebasing. 

Other services mclude financtal, busmess and other private 
sector services together wtth public sector activities and ownership 
of dwellings. The net effect of data revisions and methodological 
changes has been very small. The rebasing ttself has tnmmed 

9.8 

1983-1987 1983-1985 1985-1987 1983 1987 

23.5 9.0 10.2 20. 1 
19.6 6.3 9.4 16.4 
27.0 9.7 13.2 24 1 
44.4 15.2 21. 1 39.5 

3.3 2. 1 1.3 3.4 
1.8 0.3 0.4 0.7 
3.8 0.2 3.4 3.7 

16. 1 6. 7 10.3 14. 1 
46.9 17.2 23.9 45.2 

18.6 6.7 8.8 16.1 

growth by 2 per cent over the period with the main reduction 

attributable to the financial and business services component which 
is the most rapidly growing pan of other services. Detailed figures 
for these industries are shown in Table K. 

As an example of the reduction in overall growth rate in output 
brought about by rebasing, it is of interest to consider the relative 

behaviour of banking and other business services (SIC 8395 which 
includes miscellaneous business services such as employment 
agencies). At 1980 prices, banking volume grew by 36.4 per cent 
between 1983 and 1987 (36.2 per cent at 1985 prices) while other 
business services output rose by 80.9 per cent at 1980 prices (81.2 
per cent at 1985 prices) over the same period. Between 1980 and 
1985, the two base years, there was a similar difference in growth. 

However despite its more rapid volume growth, the weight of 

other business services in GDP(O) increased only marginally while 
there was a very substantial increase in the weight allocated to 
banking. This shift in weight in favour of banking can be attributed 
to price increases relative to the other business services sector. 
As expected o n theoretical grounds the sector with the greater 

price increases has experienced the lower growth rate and this 
has reduced the overall g rowth rate of the financial and business 
services sector. 

Table L compares the 1980 and 1985 weights in parts per 
thousand for each of the components shown in Table J and K. 

The 1985 weights are consistent with the total income (less stock 
appreciation) for each industry presented in Table 2.1 of the 1988 
Blue Book. 

TABLE L 

Weights within GDP(O) 

Agriculture, forestry and f1shing 
Production 

of which extraction 011 and gas 
Construction 
Distribution, catering and repairs 
Transport and commumcat1ons 
Other serv1ces 

of which: 
Finance and business services 
Ownership of dwellings 
Public admimstratlon 
Education and health 
Other 192, 94 & 96-99 of SIC! 
Adjustment 

Total GDP!OI 

Parts per thousand 

1980 1985 
weight weight 

22 19 
361 344 

44 62 
63 59 

128 134 
72 70 

354 374 

1 16 155 
62 59 
69 71 
87 85 
61 59 
41 - 55 

1 000 1 000 
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TABLE M 
Percentage increases in GDP at constant factor cost 

Effects of 
Last revisions 

published and other Effect of Blue Book 
f1gures at changes - rebas1ng est1mates 

1980 percentage percentage at 1985 
prices points points prices 

1983-1985 
Expenditure measure (El 5.9 - 0.2 - 0.5 5.3 
Income measure (I) 5.4 0.4 - 0.5 5.3 
Output measure • (0) 7.2 0.2 - 1.0 6.4 
Average measure (A) 6.2 0.0 - 0.6 5.6 

19B5-1987 
Expenditure measure (E) 6.0 0. 7 - 0.2 6.5 
Income measure (I) 8.0 0.0 - 0.2 7.9 
Output measure • (01 7.8 0.3 - 0.4 7. 7 
Average measure (A) 7.2 0.4 - 0.2 7.4 

1983-1987 
Expenditure measure (E) 12.3 0.5 - 0.7 12. 1 
Income measure (I) 13.8 0.4 - 0.7 13.6 
Output measure • (01 15.5 0.5 - 1.4 14.6 
Average measure (AI 13.8 0.4 - 0.9 13.3 

• The effects of changes on methodology are included with those of rebasing. 

The contribution of production to GDP(O) fell between 1980 
and 1985 because of a drop in the proportion of the economy 
accounted for by manufacturing. However within production the 
contribution of oil and gas extraction to the economy grew from 
4 'h per cent in 1980 to 6 per cent in 1985- this increase is related 
to a large increase in oil and gas extraction from the North Sea. 
If the output of oil and gas extraction is excluded, the remainder 
of the economy grew by 15 per cent between 1983 and 1987 at 
1985 prices compared to an increase of 16 per cent at 1980 prices. 
This suggests that the effect of rebasing on the non oil economy 
has been similar to the effect on the economy as a whole. 

SUMMARY OF EFFECTS OF REBASING ON ALL 
MEASURES OF GDP 

Table M summarises the effects both of rebasing and of data 
revisions and other changes on each of the three measures of GDP 
as well as on the average measure. The combined effects of 
rebasing, revisions and other changes are shown graphically 
quarter by quarter for each of the measures in the charts in the 
Appendix. 

As mentioned earlier, the proportional effects of rebastng on 
GDP(I) are identical to those on GDP(E) because GDP(I) is 
obtained by deflating the sum of factor incomes at current prices 
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by the implied GDP(E) deflator. Consequently, for both measures, 
the effect of rebasing has been to reduce the growth between 1983 
and 1987 by 0.7 per cent. Rebasing has had a bigger impact on 
GDP(O). for which growth between 1983 and 1987 has been 
reduced by 1.4 per cent. For the average measure of GDP, the 
effect of rebasing has been to reduce the estimated growth between 
1983 and 1987 by 0. 9 per cent compared with what it would have 
been. For all measures, data revisions and methodological changes 
had the opposite effect to rebasing, with the result that the total 
changes to GDP estimates between the July Economic Trends and 
the Blue Book was much less than the rebasing effect itself. 

lt is tntended that the next rebasing will be carried out in 1993 
and that the new base year will be 1990. 
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APPENDIX 
TABLE 1 

Percentage increases in components of gross dom estic product at constant f actor cost. 19B3-1987 

£million 
Percentage increase at 1980 prices Percentage increase at 1985 prices 

1985 1983-1985 1985-1987 1983-1987 1983-1985 1985-1987 1983 1987 

Consumers' expenditure 215 267 5.9 11.5 18.1 5.4 10.8 16.7 
General government final 

consumption 73 995 1.0 2.8 3 .9 1.0 2.8 3.8 
Gross domestic capital 

formation 60 852 10.9 5.2 16.7 11. 1 64 18.2 
Total domestic expenditure 350 114 5.7 8.6 14.8 5.3 8.3 14. 1 
Exports of goods and services 102 782 12.8 9.3 23.3 12.8 9.5 23.5 
Total final expenditure 452 896 7.2 8.8 16.6 6.9 8.6 16. 1 
Imports of goods and services 99 166 12.5 14.5 28.8 12.5 14.3 28.6 
GDP(E) at market prices 353 730 5.9 7.2 13.5 5.5 7.0 12.9 
Adjustment to factor cost 49 522 6. 7 10.4 17.8 6.8 10.0 17.5 
GDP(E) at factor cost 304 208 5.7 6.7 12.8 5.3 6.5 12.1 

TABLE 2 

Effects of rebasing compared with revisions and new methodology 

Percentage Percentage Percentage 
•ncrease Percentage •ncrease Percentage •ncrease Percentage 

1983 1985 Percentage po~nts tncrease1985 1987 Percentage pomts tncrease 1983 1987 Percentage po1nts 1ncrease 
at 1980 1983 1985 at 1980 1985·87 at 1960 1983 87 

pnces Effects of at 1985 pr1ces Effects of at 1985 pr1ces Effects of at 1985 
!July 1988 f8VISIOOS prtces !July 1988 rev•s•ons prtces tJuly 1986 f8VISIOOS pr~ces 

Econom•c and other Effect of !Blue Book Econom•c and other Effect of !Blue Book Economtc and other Effect o f !Blue Book 
Trendsl changes reb8SIOQ 19881 Trends I changes rebas•ng 19861 Trends! changes rebastng 19881 

Consumers' expend•ture 6.1 0 .2 0.5 54 115 0.0 0.8 108 183 0.2 I 4 16 7 
General government f•nal 

consumptiOn I 0 0.0 0.0 I 0 I 5 14 0. 1 28 25 14 0 I 38 
Gross domest•c cap•tal formation 10.8 0 . 1 01 Ill 3.9 1.3 I 2 6.4 15 2 I 5 15 18 2 
Total domesuc expend•ture 59 0 I 04 53 80 05 03 83 14 4 05 07 14 I 
Exports of goods and serv1ces 133 05 0 I 12.8 9 I 02 0.2 95 23 6 03 03 23 5 
Total f•nal expenditure 74 02 - 0.3 69 83 0.5 0.2 86 163 03 05 16 I 
Imports of goods and serv1ces 12.7 0.3 0.0 12 5 14 4 0.1 02 14 3 290 - 0.2 02 286 
GDPIEI at market prtces 60 0.2 - 0 4 55 66 0.6 02 70 130 04 06 12 9 
AdJUStment to factor cost 7 I 0.4 0.0 68 10.2 02 0.4 10.0 180 02 - 0 4 17 5 
GPPIEI at factor cost 5.9 02 0.5 53 6.0 07 02 65 123 05 07 12 I 
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Comparison of constant price aggregates 
1985:100 Seasonally adjusted 

1985 prices, as published 
October 1988 

1980 prices, as published in 
July Economic Trends, re-scaled 
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Comparison of constant price aggregates 
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