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International comparisons of public sector
financial balances
Introduction
The size and rate of change of the very large public sector defi
cits incurred by major industrial countries during the recession 
has attracted considerable interest. Unfortunately in this, as in 
other areas, meaningful international comparisons are difficult. 
This is for two main reasons.

First, there are wide variations between countries in concept 
and presentation. In the United Kingdom the public sector is 
defined to comprise the central government, local authorities, 
the nationalised industries and other public corporations such 
as the British Airports Authority and the British Broadcasting 
Corporation. Tliis is an unusually wide definition. Some coun
tries exclude nationalised industries and public corporations 
from their budget accounts, though some include them in the 
public sector in their national income accounts. In principle, 
given sufficiently disa^regated data, difficulties of this type 
could be tackled by using for international comparisons a stan
dardised statistical concept such as ‘general government’ as de
fined in the United Nations System of National Accounts 
(SNA). This comprises central government, state, provincial 
and local government, social security institutions and other non- 
profit-making government controlled bodies. It is broadly the 
same as the concept o f‘combined public authorities’ used in the 
UK National Income Blue Book, In practice, however, suffici
ently detailed figures are not always available, particularly for 
the recent past. A further difficulty centres on whether the 
accounts are designed primarily to show a financial surplus/ 
deficit or a borrowing requirement. In the United Kingdom 
the most commonly discussed balance has been the borrowing 
requirement but in other countries discussion often centres 
on the financial balance. Some, such as the United States, do 
not publish a borrowing requirement as such. In Germany the 
concept is used but the definition is different from that used in 
the United Kingdom.

The second main reason for difficulty in making inter
national comparisons is that, even if data for public enterpri
ses were available for adaptation, the range of public enterprises 
varies considerably from one country to another. Similarly, 
countries differ in the extent to wliich the provision of services 
such as health care or education is divided between the govern
ment and private sectors. There is little that can be done to 
overcome this type of problem.

This article describes some of the main ways in which the 
presentation of the various concepts of public financial balan
ces in other countries differs from that in the United Kingdom. 
It is not concerned with discussing which of these concepts is 
appropriate for different purposes nor with the means of finan
cing such balances. The first two sections briefly describe UK 
practice and the coverage of public sector accounts here and in 
other countries. The third concentrates on the restricted 
concept of central government. The diversity of central govern
ment revenue and expenditure between countries is so great that 
it is impossible to do more than illustrate major areas where 
differences occur. The fourth section briefly discusses official 
projections of budget balances. The final section attempts to 
derive a statistically consistent set of estimates of financial 
balances for calendar year 1975 and earlier years based on the

SNA concept of general government. These need to be inter
preted in the light of the remarks made about the problems of 
comparing countries with widely differing institutional struc
tures. But the broad conclusion is that the recent general 
government deficit in the United Kingdom does not look out 
of line with developments in a number of other major industrial 
countries. There are also two appendices. Appendix 1 lists the 
major international sources for data and Appendix 2 describes 
the efforts which are being made to achieve greater compara
bility. Some notes on definitions and budgetary procedures in 
selected countries can be provided on request to the Editor of 
Economic Trends.

UK practice*
The most familiar of the main balances of the public sector 
accounts in the United Kingdom is the public sector borrowing 
requirement (PSBR). This indicates the extent to which the 
public sector borrows from the personal and corporate sectors 
and from overseas to finance the difference between its ex
penditure (including acquisition of financial assets) and receipts. 
Its relation to the other main concepts is shown below.

Public sector accounts 1974/75 and 1975/76
£ million

Current receipts 
Less Current expenditure

= Current balance (surplus)
Less Capita) expenditure on physical assets 
Less Capital transfer payments (net)

= Financial balance (deficit)*
plus Increase in financial assets 

(mainly net lending)
= Borrowing requirement

« • •  •

1974/75 1975/76

35,726 45,301
34,234 43,799

1,492 1,502
8,030 9,628

127 100

6,665 8.226
1,247 2,547

7,912 10,773

Source

Note

1974/75 Financial Statistics, April 1976.
1975/76 Financial Statement and Budget Report 1976/77,

April 1976.Estimated outturn.
The deficit for genera) government included in this line is 4,594 

in 1974/75 and 5,346 in 1975/76.

The balance of receipts and expenditure on current account 
measures the public sector’s gross savings. The financial balance 
(surplus or deficit) indicates the extent to which these savings 
finance it’s net capital expenditure. The difference between 
this and the borrowing requirement arises because the public 
sector in the United Kingdom not only borrows to finance its 
own deficit, but is also a net lender to other sectors and needs 
to borrow to finance this and any cash expenditure on com
pany securities. Separate figures are published for the financial

' The first part of this section is a shortened version of an article which 
appeared in Economic Progress Report No. 69 December 1975: 
Information Division.HM Treasury.
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balances of the central government and the two other parts of 
the public sector so that estimates for general government are 
readily compiled.* But it is on tlie borrowing requirement of 
the public sector as a whole that attention has tended to focus 
in public debate. The PSBR as defined in the United Kingdom 
dil'fers from the general government borrowing requirement 
to the extent that public corporations borrow directly from 
the private or overseas sectors.

Coverage of public sector accounts
As Table 1 shows,there are differences between major countries 
in the presentation of these accounts. The United Kingdom 
is almost alone in including public enterprises. The table shows 
the widest definition for which aggregate accounts are normal
ly published in the country concerned.

Coverage of public sector accounts

balances of the public sector 
IS the public sector bonowing 
ates the extent to tdiich the 
Jersonal and corporate sectors 
tie difference between its ex- 
)f financial assets) and receipts, 
icepts is shown below.

; 1974/75 and 1975/76
C million

1974/75 1975/76

TABLE 1

Central States,
or provinces Social

Publicfederal and local security
Country government government system enterprises

UK IN IN IN IN
USA IN IN IN OUT
Canada IN IN IN Partly IN
Japan IN IN IN IN
Germany . . IN IN IN Mostly OUT
France IN IN IN OUT
Italy IN IN IN OUT
Australia IN IN IN Partly IN
Ireland IN IN IN Partly IN
Belgium IN IN IN OUT
Netherlands IN IN IN Mostly OUT
Denmark IN IN IN Partly IN

1975/76-

;penditu«"\5SSS»«;Sferbe?te n iw * .
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Almost all countries make a distinction between the accounts 
drawn up for the parliament for budgetary purposes and the 
national income accounts. In general, although details of the 
rest of the public sector may also be included, budgets and 
accounts presented to the parliament lay greater stress on the 
central government and it is the central government deficit 
and/or borrowing requirement which attracts most attention 
in the press and elsewhere.

Central government
Even within the narrower concept of central government, wide 
differences between countries exist. The main source of income 
for central government in the United Kingdom (defined to 
include the National Insurance Fund, certain publicly con
stituted boards such as the Atomic Energy Authority and 
certain productive and trading enterprises such as the Forestry 
Commission) is from various forms of taxation and socid 
security contributions. Out of this income it has to pay for 
the services it provides including, for example, defence, social

* Estimates of the central government borrowing requirement (CGBR) 
ate compiled monthly and are published first by press notice and 
then in Financial Statistics (about a month in arrearsXStatistics for 
borrowing by local authorities and public corporations are compiled 
only quarterly and the PSBR figures are first published in press 
notice some U) weeks after the period to which they relate. Quarter
ly figures for the PSBR and CGBR are also subsequently published 
in some detail in Financial Statistics and in the Bank o f  England 
Quarterly Bulletin.

security benefits, the operating costs ot the national health 
service, housing subsidies and the construction of motorways. 
The central government also pays interest on past borrowings 
and makes grants and loans to the rest of the public sector, to 
private industry, individuals and the overseas sector.

Some of these, most obviously, defence and central ad
ministration, are inevitably also covered by the central 
government accounts in other countries. But even here differ
ences can arise depending, for example, on the extent to which 
administration is centralised. Greater difficulties arise in moving 
outside this relatively restricted area. It may be helpful to 
single out three particular areas.

First, in some countries significant items of capital ex
penditure which on UK definitions would count towards the 
central government financial deficit are excluded from the 
central government budget. A prime example is Japan, where 
budgetary practice is markedly different from that of the 
United Kingdom. The General Account budget,'  ̂ does not 
cover an important part of the central government’s capital 
expenditure. Such expenditure is included in the Fiscal Invest
ment and Loan E^ogramme (FILP). This is not a formal budget, 
but it is presented to the Diet at the same time as the General 
Account budget. Its expenditure is largely of a capital nature 
and is financed chiefly from savings deposited in the Post 
Office and national pension funds. It acts as a channel for 
funds to certain of the Special Accounts (for such items as 
urban redevelopment, national hospitals and national schools) 
and for the capital operations of the government affiliated 
agencies, local government and public corporations. In these 
respects the FILP bears a certain resemblance to the National 
Loans Fund in the United Kingdom. But it differs in its financ
ing and is not a channel for financing the deficit of the 
General Account.

Certain items of capital expenditure are also excluded from 
the central government accounts(Le Loi de Finances) in France. 
For example the toll auto routes are built by joint state/ 
private sector companies and financed by loans raised inde
pendently on the capital market while the low cost flat and 
housebuilding programme is financed by the Caisse des DepSts 
et Consignations, a separate state credit institution which is 
not included in the official definition of either the central 
government or the public sector as a whole.

Secondly, there are marked variations between countries 
in the extent to which the operations of central government 
include social welfare provisions. In the United Kingdom,expen
diture on the national health service and all social security pay
ments (but not rebates) are included in central government ex
penditure in nearly all presentations. In some countries, 
particularly those with a federal structure of government, 
social welfare is partly the responsibility of state or provincial 
governments. Moreover in a number of countries, v/elfare ser
vices, particularly those concerned with health, are provided to 
a much greater extent than in the United I^gdom  by the 
private sector. This is perhaps the best example of the general 
problem of making statistical comparisons between countries 
with widely different institution^ structures. Again some 
countries have established social security funds which, although 
state run, are only partially shown in the central government 
accounts. In the case of Germany and Italy, for example, the 
central government accounts include only subsidies to tlieir

 ̂ There are 56 Special Accounts established by law in addition to the
(jeneral Account. They relate to activities such as postal service^
welfare insurance and government affiliated agencies such as rail
ways and the Eximbank. In total they are very important.
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respective social security systems and not their receipts and 
expenditure separately.

Finally, there are other major differences in the relationship 
between central government and the rest of the public sector. 
This is partly a question of the sharing of responsibility for the 
provision of various services; for example in Denmark the 
state railways are part of central government but electricity 
works and most of the gas and water supply works belong to 
the local governments (municipalities). Differences also arise 
on financing. In Japan, for example, some General Account 
expenditure is transfers to local authorities, and the FILP is 
also a channel for transfers and loans to them. In France the 
central government (Treasury) budget includes operating sub
sidies and advances for the capital operations of the nationalised 
industries through the Fonds de Developpement Economique 
et Social (FDES), but the greater part of loan finance for the 
French nationalised industries is raised from the market by 
loans under a government guarantee. Since the nationalised 
industries are defined in France as part of the private sector 
such borrowing is also excluded from any definition of public 
borrowing.

Table 2 is intended to summarise in a simplified fashion 
some of the differences in central government expenditure 
discussed above for some countries.

Considerable variations also exist on the revenue side. 
These include a wide spectrum of different types of revenue 
sharing schemes between central and local governments and, 
in France the system of hypothecated accounts, the most 
important of which is the special fund for road investment 
funded from a special tax on petroleum products.

Details of presentation
Further complications in making comparisons are caused by 
differences in the details of national presentations of ‘public 
sector’ financial accounts. For the past this need not be an 
insuperable problem, since accounts are sometimes available, 
as in the United Kingdom, on several different bases. But it caii 
hamper attempts to compare forecasts.

The financial year differs from country to country. In the 
United Kingdom, Canada, Japan and Denmark it runs from 
1 April to 31 March. In Australia from 1 July to 30 June. In 
Germany, France, Italy, Belgium and (since 1975) in Ireland it 
coincides with the calendar year. In the United States the 
fiscal year has run from 1 July to 30 June, but from this year 
will run from 1 October to 30 September in order to fit in

Coverage of central government budgetary expenditure i

TABLE 2
s .

Country

Capital expenditure Health and social security

IN IN
IN, but not 
distinguished

Canada < . • . IN

IN, but substantially different 
system and some in the 
accounts of states and 
local governments
IN, but some within 
provincial governments. 
Public health not completely 
covered

Japan Partly IN

Germany . . IN

IN, but substantially different 
system
Includes subsidies to the 
social security system but 
not its receipts and expen
diture

France Partly IN Includes subsidies to the 
social security system but not 
its receipts and expenditure

Italy IN Includes subsidies to the 
social security system but 
not its receipts and expen
diture

Grants and loans to

Local governments Public enterprises

IN IN
Partly IN Partly IN

IN IN

Partly IN Partly IN

IN Partly IN

Partly IN Partly IN

IN IN

Australia . . IN

Ireland I N

Belgium IN

IN. but substantially different 
system
IN, but substantially different 
system
IN, but substantially different 
system

IN IN

IN IN

IN IN

Netherlands •  4 IN Health IN but social security 
mainly OUT

IN IN

Denmark . . •  4 IN Includes Subsidies to the 
social security system but 
not its receipts and expen
diture

IN Partly IN
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better with new Congressional procedures for examining the 
budget proposals."* The gap between the financial years 1976 
and 1977-that is, the third quarter of calendar year 1976- 
will be known as the ‘transitional quarter’ and will be treated as 
a separate fiscal period.

Secondly, there is the fact that some accounts are presented 
on a cash basis and others are on some form of an accruals 
basis. Countries differ in their procedures and some use more 
than one presentation. In the United States and Canada, for 
instance, a national accounts presentation is published as well 
as the Federal cash budget. In the United Kingdom the borrow
ing requirement is a cash concept, but the government’s 
financi^ balance is defined in national accounting terms.

A final important difference in practice between countries 
is whether their accounts primarily show a fmancial deficit/ 
surplus or a borrowing requirement. As noted in the introduc
tion the most commonly discussed balance in the United 
Kingdom has been the widely defined public sector borrowing 
requirement. In other countries the balance most often dis
cussed is a fmancial balance whether of central or general 
government. In the United States, for example, the term 
Federal government deficit refers to the difference between 
Federal government receipts and expenditure as set out in the 
budget. This balance is not a borrowing requirement in the 
United Kingdom sense because it does not include a number 
of expenditures attributable to the Federal government which 
are reflected in changes in tlie Federal 'government’s debt. 
A principal exclusion is ‘off budget’ agencies which, since 
1971, have been hived off from the budget. They include the 
Postal Service Fund, the Rural Telephone Bank, the US 
Railway Association, the Pension Benefit Guarantee Corpora
tion and most importantly, the Federal Financing Bank. In 
general these are involved in credit activities. They account 
for most Federal lending to other sectors (although some of 
this lending is included within the budget). In order to arrive 
at a figure more comparable with the UK’s CGBR, the 
overall balance of the ‘off budget’ agencies has to be added 
to the Federal deficit. In Germany, estimates of a borrowing 
requirement are published relating to a relatively wide defini
tion of the public sector (including state and local authorities 
and the social security system as well as central government) 
but it is not a simple figure. It is influenced by changes in the 
contra cyclical reserves held by the Federal and Lander 
authorities and other special adjustments are made.

Forecasts
Comparisons of forecasts can be even less reliable than com
parisons of figures for the past. Budgetary presentations and 
procedures are rooted in the needs and arrangements of each 
country.

In the United States, for example, the forecasts prepared 
by the Office of Management and Budget and presented to 
Congress by the Administration may be changed as a result 
of Congressional debate. Changes made by Congress give rise 
to a constant stream of Congressional budget forecasts, while, 
at the same time, the Office of Management and Budget con
tinues to publish its own forecasts of what the outturn ol the 
budget wUl be. In France, the authorities do not re-budget for

In the United States the financial year ending on 30 June 1976 is 
^ e d  FY 1976. The first year under the new system, ending 30

y '"  “ ding31 March 1977 is, by contrast, known as FY 1976.

expenditure authorised but not spent in the previous year so 
that the outturn of the central government accounts on a cash 
basis for a year can differ substantially from the year’s budget. 
In Italy there is a complex system of arrears (revenue and 
expenditure liabilities outstanding from previous years), and 
in Japan a supplementary budget is often needed in the 
autumn. Countries also vary in laying emphasis on a financial 
surplus/deficit (France and the United States for example) or 
a borrowing requirement (United Kingdom or Germany).

Secondly, forecasts are inevitably subject to error; and 
forecasts of balances that are the differences between much 
larger flows of revenue and expenditure are necessarily vulner
able. Forecasts can be a bad guide to outturn in a period, 
such as 1975 when the economic conditions do not develop 
as assumed when the budget was prepared.

In the United States in recent years the outturn of the 
Federal budget deficit has differed significantly from the 
initial forecast, sometimes showing a greater and sometimes 
a smaller deficit. The largest discrepancy was in the year 
ending in mid-1975, when the deficit was about five times 
the initial forecast. In France the budget, Le Loi de Finances, 
is presented very close to balance. The outturn has varied in 
recent years from small surplus to a major deficit in 1975. 
In Germany too, although the initial estimates of the Federal 
budget voted by the parliament were small deficits in the years 
to 1975, the actual deficit was usually larger than forecast and

Estimates of financial balances of the 
general government sector as a percentage 
of GDP/GIMP
TABLE 3

1971 1972 1973 1974* 1975*

At m arket prices
United States (1) - 2

-  i — -  i - 4
Japan (2) - 1 i - 2 J - 7
Germany (3) u - 1 - 6
France (4) i i 2 - 3
Italy (5) - 4 i - 6 i - 8 - 5
Canada (6) -  i i H - 3
Denmark (7) 3 3 i 4 i 3 i 9 9

United Kingdom (8) n - 2 i - 4 i - 5
A t factor cost
United Kingdom u - 2 - 3 - 5 - 5 i
‘ Provisional.
Estimates for all countries (except United Kingdom and Japan) for 1971 to 
1973 derived from Yearbook of National Accourits Statistics. 1974: United 
Nations.
Estimates for United Kingdom. Japan and 1974 and 1975 data for all 
other countries derived from :-

(1) Annua! Report of the Council of Economic Advisers: January 
1976.

(2) Budget in Brief— 1975: Ministry of Finance : Figures relate to 
fiscal years and include public enterprises and financial agencies.

(3) Bundesbank Monthly Report: March 1976.
(4) Rapport sur les Comptes de !a Nation, 1974: 1975 figure 

estimated.
(5) OECD Economic Survey: January 1976.
(6) National Income and Expenditure Accounts, Fourth Quarter, 

1975: Statistics Canada.
(7) Unpublished Danish estimates.
(8) Financial Statistics and Economic Trends.
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in 1975 there was a major difference between forecast and 
outturn.

Financial balance of the general government sector
As indicated in the introduction, it is possible to make better 
comparisons if standardised statistical concepts are used. Table 
3 provides approximate estimates of the financial balance 
(called alternatively net lending or budget balance) of the 
general government sector as defined at the beginning of this

APPENDIX I
International sources for government accounts
United Nations
Accounts for the general government sector appear in the 
Yearbook o f National >lccou«rs Statistics published annually 
by the Statistical Office of the United Nations. The 1974 
edition, published in 1975, contains figures up to and including 
1973 for most countries providing such accounts. These con
form as far as possible to the definitions set out in the United 
Nations System of National Accounts (SNA), though in practice 
there are a number of departures from it (indicated by foot
notes). Not all member countries of the United Nations are 
included. Countries with centrally planned economies use a 
different system of national accounting and less developed 
countries generally provide less detailed statistics, though 
these are still in principle consistent with the SNA. A capital 
transactions account for the general government sector showing 
net lending (which is the SNA term for the financial balance) 
is published for quite a number of countries, mainly members 
of the OECD. In most cases a similar account is also published 
for the central government sector separately. For rather fewer 
countries the capital transactions account is extended to show 
the financial transactions making up net lending.

OECD
General government accounts for OECD countries are presented 
in two OECD publications. The 1975 edition of National Acc
ounts o f  OECD Countries coniains'mcomQ and outlay accounts 
(combining current and capital items) for general govertiment 
(Table 7) and central government for most countries up to and 
including 1973. They follow the SNA and are in fact compiled 
from returns sent jointly to the United Nations and OECD by 
member countries. No accounts are shown for New Zealand, 
Spain and Switzerland and for Denmark only a central govern
ment account is presented. The accounts for Belgium, Greece 
and Japan are incomplete and do not contain figures of net 
lending.

The OECD Financial Statistics concentrates on financial 
accounts (or flow of funds) and amongst these shows the 
financial transactions of the general government sector. An 
abbreviated current and capital account is also shown; these 
are also compiled according to the SNA. The current edition 
(Bulletin No. 9), published in 1975, contains figures up to 
1974 for most countries. In this publication the emphasis is 
on net financial saving, which only differs in concept from 
net lending because of a different treatment of the ‘statistical 
discrepancies’ item. No financial transactions figures are shown

article as a percentage of GDP/GNP for some of the major in
dustrial countries for the years 1971 to 1975. The financial 
balance of the general government sector excludes transactions 
of public corporations and also borrowing for on-lending by 
general government to them and other sectors.(This on-lending 
corresponds to the increase in financial assets in the table on 
page 80). In the United Kingdom for example, as noted in the 
table on page 85 the financial deficit of general government has 
recently been of the order of half the total borrowing re
quirement of the public sector as a whole.

HM Treasury

for any part of general government for Austria, France, Greece, 
Norway, Portugal and Switzerland. There are considerable 
differences in the way that the accounts are presented for the 
other OECD countries. Table A13 in the relevant country 
sections shows the financial transactions of central govern
ment and state and local government separately for Belgium, 
Canada, Finland, Italy, Japan, Netherlands, Sweden, the 
United Kingdom and the USA. But the figures for Finland, 
United Kingdom and the United States of America include social 
security funds as part of central government. The transactions 
of such funds are shown separately for other countries (Table 
A14). For Italy separate figures are also shown for the financial 
transactions of the Central Post Office Savings Fund (Table 
A122.3) and the autonomous central government agencies 
which, like social security funds,should on SNA principles be 
included within the general government sector. In the case of 
Japan, non-financial public corporations are included within 
the local government sector in Table A13.

In addition the OECD’s annual Economic Surveys of in
dividual countries often include useful data on public sector 
operations.

EEC
General government accounts for all EEC countries up to and 
including 1973 are contained in the Statistical Office of the 
European ComnwxmXies National Accounts Yearbook for 1974 
(No. 2) published in 1975. For most countries a complete set 
of accounts (distinguishing net lending in the capital account) 
is shown for the general government sector and its com
ponent sub-sectors. The accounts are annual and as far as 
possible conform to the European System of Accounts (ESA), 
which is a development of the SNA. Comprehensive accounts, 
including capital and financial transactions accounts, are pre
sented for France, Germany, Italy, Netherlands and the 
United Kingdom. In the case of Belgium the financial trans
actions accounts of the central government and state and 
local government sectors are combined and figures for financial 
transactions are lacking after 1972. No financial transactions 
figures at all are shown for Denmark, Ireland and Luxembourg 
and the Danish figures are for general goverrunent only.

International Monetary Fund
The \}AFsIntemational Financial Statistics contains figures for
government finance for most member countries. For the 
majority of industrial countries the figures are monthly and
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show government revenue and expenditure, the resulting 
deficit or surplus and a net borrowing figure. The amount of 
detail shown varies from country to country; the figures are 
usually based on national concepts but are sometimes adjusted 
by the IMF to conform with their concepts as far as possible.

APPENDIX II
Developments in comparability
Some important proposals are being considered which could 
eventually improve comparability. First, the Statistical Office 
of the United Nations has prepared a draft manual on public 
sector statistics for international discussion which is intended 
to emphasise an extra dimension to the present (1968) UN Sys
tem ofNational Accounts (SNA); there is, in fact, provision for 
such public sector statistics in the present UN system but the 
new manual brings together all the relevant classifications, 
definitions etc into a form for implementation. The extended 
system proposes that the non-financial enterprises sector (com
panies and larger unincorporated businesses) should be sub
divided to distinguish those enterprises that are publicly owned 
and/or controlled; the financial institutions sector is to be 
similarly subdivided. The UN system of accounts already 
includes standardised income and outlay accounts and capital 
finance accounts (equivalent to the UK current and capital, 
including financial, accounts) and in the draft manual it is 
proposed that countries may wish to produce such accounts 
for public non-financial enterprises and public financial insti
tutions. Consolidated income and outlay and capital finance 
accounts for the public sector, defined to comprise the two 
new public subsectors together with general government and the 
central monetary authorities are also proposed. These consoli
dated public sector accounts would remove some of the 
problems which arise when international comparisons are made 
on the basis of the general government sector alone. Thus, the 
fact that in some countries general government raises the 
finance needed by the publicly controlled enterprises whereas 
in others such enterprises borrow independently (sometimes 
under government guarantee) would not hamper comparisons.

The income and outlay and capital finance accounts for the 
public sector will be identical to those for the sectors in the 
existing UN system of national accounts. The capital finance 
account is dividecfinto two sub-accounts; financial transactions 
are displayed in the second account which is linked to the first 
by net lending, equivalent to the United Kingdom concept of 
net acquisition of financial assets. The financial transactions 
account is relatively detailed showing on one side accumulation 
of financial assets classified by type of instrument and on the 
other the liabilities financing this accumulation, similarly 
classified by type of instrument. No attempt is made to distin
guish instruments financing a ‘borrowing requirement’ or
forming part of policy-determined ‘public expenditure’. Indeed 
the United Nations capital finance account would not be 
sufficiently detailed for the United Kingdom ‘public sector 
borrowing requirement’, which is a somewhat unique concept, 
to be obtained from it.

Secondly, the International Monetary Fund have recently 
published a draft manual on Government Finance Statistics. 
This manual is a specification for a comprehensive system of 
financial statistics for both central and general government and 
the object is that countries should make returns on this basis to 
the IMF, which will eventually be published.
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The IMF system concentrates on the financial impact of the 
government on the rest of the economy and thus differs from 
the SNA statistics for central or general government which are 
more concerned to show the government’s contribution to the 
national product, consistent with statistics for other parts of the 
economy. Tlie structure of accounts adopted by the IMF 
differs from the SNA and of particular interest for international 
comparisons is the fact that the government’s deficit (or 
surplus) is struck after taking account of net lending for policy 
purposes. Explicitly the government’s deficit is equal to revenue 
(current and capital) less expenditure on goods and services, 
and capital formation and net lending for policy purposes; it 
represents the amount the government must finance by 
borrowing or by drawing on liquid assets. Clearly this concept 
has a good deal in common with the UK national concept of 
the borrowing requirement.

Tlie IMF manual is a very rigorously defined cash-based 
accounting system covering most of the eventualities likely to 
occur in government financial dealings and there is no doubt 
that its general adoption would provide comparable inter
national statistics, at least insofaras similar transactions would 
be treated consistently. The manual distinguishes between gov
ernment and non-government functions and requires that the 
latter should be excluded from government statistics (with the 
necessesary adjustments made to maintain the balance of the 
accounts). Thus, if applied to the United Kingdom, trading 
activities such as those of the Atomic Energy Authority would 
not be counted as part of government but as a public enter
prise. Financial activities such as those of the National Savings 
Bank would be excluded from the public sector. Perhaps the 
main criticism that can be levelled at the approach in the IMF 
manual is that, by concentrating on government alone rather 
than the public sector, it tends to exaggerate the financing 
requirement of a country where the government borrows to 
on-lend to public enterprises as against the similar situation 
in which the public enterprises borrow on their own account 
with some form of government guarantee. However, the 
manual does provide for a subsidiary set of consolidated 
accounts for the general government and non-financial public 
enterprises combined which would partially cater for this point.

The body of published statistics available for central 
government, general government and the public sector as a 
whole is thus likely eventually to be much increased. Neither 
the UN nor the IMF proposals, however, provide the complete 
answer to international comparability. A new emphasis is given 
to the public sector by the UN draft manual but the key 
financial statistic that would be provided by the new accounts 
is the equivalent of the net acquisition of financial assets 
(financial balance) for the public sector. It is generally agreed 
that the borrowing requirement or some similar measure is the 
more useful summary statistic. The IMF proposal for a new sys
tem of government accounts, which includes the concept of the 
‘financing requirement’, is an important development but the 
emphasis is on general government rather than a wider concept. 
The extent to which the IMF proposals will produce the claimed 
simplification of analysis by restricting the scope of government 
according to function is questionable. TTie utility and practi
cability of both sets of proposals are being discussed inter
nationally during this year. Amalgamation of the two systems 
would, perhaps, be the ideal solution; at least statements of 
reconciliation between the statistics should be published. It will 
of course be some time before statistics on either basis become 
widely available.
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Finally, the statistical obligations of membership of the 
European Communities include efforts towards harmonisation 
and comparability. The Statistical Office of the European 
Communities (SOEC) operates the European System of Inte
grated Economic Accounts (ESA), which is a development of 
the United Nations System of National Accounts (SNA). Data 
supplied by member countries on-o r near to -the  ESA basis 
are published in the SOEC National Accounts Yearbook. 
The ESA does not use the concept of a wide public sector but, 
like the SNA only provides for general government, and public 
sector enterprises are indistinguishably included with private

sector enterprises; furthermore no concept of the borrowing 
requirement is incorporated in the accounts.

The Directorate-General for Economic and Financial Af fairs 
of the EEC is developing a harmonised presentation of bud
getary accounts for general government. This presentation has 
characteristics which are more closely related to the IMF draft 
manual than the UN draft manual, described above. The emph
asis is on cash reporting, and a borrowing or financing balance 
is shown. Member countries were asked to complete an experi
mental questionnaire last yearas a supplement to the annui 
ESA returns sent to the SOEC.

V  4

Km
'S'?'

W r t
A!

% • a

I » '
H . J

*  '  V

' - - • T k

hj
5

■ V . '

!V^

,'t7

, •  }

 ̂ SELLWOOP’

I^Introdoctioo

From f u  

Jn m d e  at the
of overseas trade.
account o f the
This press notice 
the month to wl 
trading country n
so quickly each m

The indices use 
first introduced oi
onl96I.T heseind
and Statistics Div

■

and Computer 0  
have been used I 
exports and imp( 
basis), published 
Income and Expei 
(in accordance w; 
the base year for 
constant prices. P 
be rebased on 19i

This article firs- •  _
construction o f th
the -|he difficulties ir 
indices and futur 
dien compares thi

f i

V:"

T

•  .

M'
. .

•i-- ■ 3

i

^




