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Extracted from Economic Trends No. 214, August 1971

MM lodity analysis of central government current expenditure
on goods and services

lotroductioD

This article presents the results of a special survey carried 
out in 1970 by the Central Statistical Office into the 
commodity composition of central government expendi
ture. In order to assess the effects of price changes on 
government expenditure and to estimate the demands 
made by the government on the various industries it is 
necessary to know the types of goods and services which 
are being purchased by the central government. For many 
years government expenditure has been classified into the 
various economic and functional categories shown in the 
annual publication National Income and Expenditure 
(the National Income Blue Book), but until recently 
relatively little detailed information was available about 
departmental spending on specific commodities. Such 
information is generally not required for government 
departments’ accounting procedures, which are geared to 
the requirements of parliamentary control via the 
published Estimates and Appropriation Accounts. For this 
purpose a department’s expenditure is divided into one 
or more ‘votes’, each relating to a range of services, and 
each vote is subdivided into sub-heads which show the 
purpose of the expenditure. Some sub-heads contain 
information relating to expenditure on broad categories 
of commodities such as fuel and light, stores, machinery, 
etc., but the categories generally are much too vague to 
permit any complete and comprehensive analysis of 
expenditure on commodities to be compiled from these 
sources.

A commodity analysis based on information in the 
published accounts has nevertheless formed the main 
basis for weighting together the price indices by which 
government expenditure is revalued at constant prices, 
for which approximate commodity groupings can be used 
since the results are not very sensitive to errors in the 
weights and only broad aggregates are published. For the 
preparation of the 1963 input-output tables, such an 
analysis was supplemented by some special analyses of 
defence expenditure and of national health service ex- 
pendititfe, in order to provide the more detailed com
modity analysis needed.(‘) However, the results were 
necessarily approximate and when plans were made for 
a more detailed input-output study relating to 1968 it was 
decided that a more accurate and comprehensive com
modity analysis was necessary to provide information 
about central government purchases corresponding to 
that collected about industry’s purchases and sales in the 
census of production for 1968.

( See Table 9 of Input-output tables for the United Kingdom 1963, 
Studies in Official Statistics No 16.

Procedures of the survey
Period covered. The main purpose of the enquiry was to 
provide data for the year 1968. However, departmental 
accounting records are geared to financial years so that 
the period of the first enquiry was the financial year 
1968/69. By the time the arrangements for carrying out 
the survey were completed, the financial year 1969/70 was 
drawing to a close and it was decided that it would be 
convenient to cover the year 1969/70 in the same survey. 
This also provided the opportunity to examine what 
differences there were in the pattern of expenditure be
tween the two years. The survey was undertaken in 1970 
in conjunction with the Treasury’s annual survey of 
public expenditure for that year.

Accuracy. Departments did not have all the information 
necessary to provide figures with financial accounting 
accuracy and some departments had difficulty in esti
mating their expenditure on certain commodities. On 
accoimt of this factor the figures in the tables may not 
always be accurate to the nearest £ million, as shown. 
More important, the figures for calendar years include an 
element of approximation because of the assumptions 
needed to make estimates for calendar years.

Definition o f expenditure. The expenditure for which the 
commodity classification was required is that which is 
classified in the national accounts as central government 
current expenditure on goods and services other than 
salaries, wages and employers’ contributions to national 
insxu^nce, superannuation, etc., selective employment 
tax payments and imputed rent. It corresponds to the 
‘Other payments’ shown in the table overleaf and in Table 
45 of the 1971 Blue Book.(^) The table in the Blue Book 
covers expenditure by loc^ authorities as well as by the 
central government, but central government expendjttire 
accounts for about four-fifths of total expenditure by 
public authorities within this category. Expenditure on 
fixed capital formation and stocks was not covered by the 
enquiry, but it should be borne in mind that nearly all 
expenditure on buildings and equipment for the Forces is 
treated in the national accounts as current expenditure on 
goods and services and is therefore covered by this 
analysis.

(•) National Income and Expenditure 1971, to be published in 
September 1971.
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Military
defence

National
health
service

Other
services Total

1968

Wages, salaries, ctc.t 1,043 648 596 2,287
Selective employ

ment tax 21 38 23 82
Imputed rents 7 26 37 70
Other payments (net) 1,299 662 366 2,327

Total 2,370 1,374 1,022 4.766

1969

Wages, salaries, etc.f 1,068 709 654 2,430
Selective employ

ment tax 27 52 33 112

Imputed rents 8 29 34 71
Other payments (net) 1,162 704 410 2,276

Total 2,265 1,494 1,130 4,889

797/. tob eF
is

t  Including employers' contributions to national insurance.
superannuation, etc.

Government accounts, for reasons of parliamentary 
control, arc kept almost entirely on a cash basis. The 
figures returned by departments for financial years there
fore represent cash disbursements except in the case of 
the national health service for which accounts on a 
payable-receivable basis are available. The figures are at 
the prices paid by departments, that is at purchasers' 
prices, and therefore include, where applicable, purchase 
tax and other indirect taxes.
Commodity classification. The commodity classification 
used for the survey is defined in terms of the principal 
products of industries as defined by the Minimum List 
Headings of the Standard Industrial Classification, 1968. 
Purchases arc classified according to the industry generally 
producing the commodity and not by the industrial 
classification of the supplier. Thus purchases of clothing 
from a wholesaler are classified to clothing and not to 
distribution. Purchases of goods imported into the 
United Kingdom have been classified by commodity in 
the same way as purchases of home-produced goods and 
no distinction has been made between them. The amount 
of detail required in the commodity classification was 
largely determined by the needs of the input-output 
analysis and amounted in total to about lOO separate 
commodity groupings, mostly by single Minimum List 
Headings. In the table showing the results this detail has 
been summarised into broader groupings, mainly at SIC 
Order level.
Government trading services and industrial establishments. 
Purchases from government trading services have been 
treated in the same way as purchases from other busi
nesses and classified according to the commodities or 
services provided by the trading service. The operating 
expenditure of these trading services is not part of current 
expenditure on goods and services and is not included in 
the analysis; only the value of their output purchased by 
the central government appears. Certain government 
departments have industrial establishments, such as naval 
dockyards, building and civil engineering establishments.

the Stationery Office, etc., which although not classified 
as trading services in the national accounts are engaged 
in the prt^uction of goods and are covered by the census 
of production. In contrast to the treatment of purchases 
by trading services, purchases by these establishments 
(excluding salaries and wages, etc.) have been classified 
by commodity in the same way as the current expenditure 
on goods and services of other central government non
trading establishments. This treatment is consistent with 
Table 45 of the 1971 Blue Book. However, these industrial 
establishments are regarded for input-output purposes as 
analogous to trading enterprises and are treated in the 
input-output analysis as selling output to central govern
ment; the commodity analysis of their purchases appears 
in the intermediate transactions part of the input-output 
tables. In the input-output tables, therefore, an amount 
equal to the whole of the current expenditure of such an 
establishment (including salaries and wages, etc.) less its 
sales outside central government is included as a sale to 
the central government against the industry heading to 
which the establishment has been classified in the census 
of production. This method of treating the expenditure of 
these establishments has not been adopted for this survey 
where consistency with the census of production and the 
input-output tables, is not required.

Results
The results of the survey are presented in Tables I and 2. 
Table 2 gives figures for the calendar years 1968 and 1969 
in order to present the results so that they may be used 
in conjunction with the figures published in the National 
Income Blue Book. The derivation of calendar year 
estimates from the financial year data necessarily involved 
some approximation. The calendar year figures of 
government expenditure published in the National Income 
Blue Book are largely based on quarterly departmental 
returns of vote expenditure which arc analysed by ihe 
economic or functional nature of the expenditure, but 
not, of course, by commodity. The assumption was made 
that the commodity analysis of expenditure for the 
calendar years 1968 and 1969, was, for particular votes 
or groups of votes, in the same proportion as shown by 
their returns for 1968/69 and 1969/70 respectively. This 
procedure is necessarily approximate because payments 
are often made at longer periods than regular quarterly 
intervals and sometimes at the end of a financial year. In 
certain cases, particularly in the field of defence expendi
ture, timing adjustments are made to the quarterly cash 
figures in compiling the Blue Book figures of expenditure 
for the purpose of dealing with certain areas of expendi
ture where it is known that there arc substantial and 
variable time lags between provision of the goods and 
services and the submission and payment of bills. Where 
the timing adjustments could lx allocated to specific 
goods or services, this has been done but otherwise these 
adjustments have been spread pro rata over all goods and 
services. The margin of error in the calendar year figures 
is therefore rather greater than that in the financial year 
figures from which they arc derived but the extent of this 
error cannot be estimated.

The tables show the percentage distribution of total 
expenditure as well as the analysis in value terms. 
Separate figures are also given for the broad functional 
groupingsofmilitary defence, national health service and
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other central government services as defined in the 
National Income Blue Book.

In considering the figures given for the separate 
functional headings it should be noted that they are 
affected by inter-departmental transactions, both actual 
and imputed as allied services. For example, one depart
ment may incur expenditure on goods and services in 
providing services for another department on repayment 
terms. The commodity classification of this expenditure 
is therefore included in the table under the functional 
heading to which the first, or purchasing, department is 
classified, and not under the functional heading of the 
department to which the expenditure is finally charged. 
If the department finally bearing the expenditure is 
classified under a different functional heading in the 
table, the settlement between the two departments is 
reflected in the table by corresponding negative and 
positive entries in the line ‘Sales by final buyers’. Expendi
ture incurred in providing departments with certain 
common services is analysed by commodity in the table 
under the functional heading o f‘Other services*. Although 
these facilities are provided to departments free of charge, 
in the national accounts their cost (including wages, 
salaries, etc. as well as other payments) is allocated to the 
various services receiving them (as allied services expendi
ture). The allocation of this allied services expenditure 
from ‘Other services’ to military defence and the national 
health service is similarly accomplished in the tables by 
means of imputed negative and positive entries in the line 
‘Sales by final buyers’. This treatment corresponds to the 
classification by service of wages, salaries, etc. and other 
payments in Table 45 of the 1971 Blue Book(^); it should 
be noted that the corresponding negative and positive 
entries for inter-departmental transactions included in 
‘Sales by final buyers’ therefore cover wages, salaries, etc. 
as well as other goods and services.

The figures in Table 2 show that in 1968 there were 
eight commodity groups on each of which there was 
expenditure of more than £100 million. These eight groups 
accounted for two-thirds of the government’s expenditure 
in the United Kingdom on home-produced and imported 
goods and services. The largest item of expenditure was 
on aerospace equipment, most of which was for military 
defence. Expenditure on aerospace equipment fell back 
in 1969 mainly as a result of lower expenditure on 
American aircraft and it was superseded as the largest 
item by the group of services covered by insurance, 
banking, finance, business services, professional and 
scientific services and miscellaneous services. More than 
half of the expenditure on this group of services is for the 
national health service and largely consists of the pro
fessional fees (some £250 million a year) paid to doctors, 
dentists and opticians for the general medical, dental and 
ophthalmic services which they provide. Of the amount 
included in the column ‘Other services’, the largest single 
item of expenditure relates to payments by the Depart
ment of Health and Social Security to the Post Office for 
agency services, mainly for the sale of national insurance 
stamps and the payment of social security benefits. Also 
included in this item are the grants in aid paid to various 
bodies providing services to industry, such as the British

(’) Described on page 325 of Nafional Accounts Statistics: 
Sources and Methods, Studies in Official Statistics No. 13.

Standards Institution and the Industrial Training Boards 
These bodies are partly, but not wholly, supported by the 
government and the payments to them are treated as 
government purchases of goods and services by analogy 
with the services to industry provided directly by the 
government and whose cost is treated as government 
current expenditure on goods and services.

It can also be seen from the table that, apart from the 
payments for aerospace equipment already mentioned 
expenditure for military defence is mainly on electrical’ 
engineering products, mechanical engineering products 
ships and marine engines, construction work and expendi
ture overseas. As mentioned above, this expenditure on 
construction work includes nearly all expenditure on 
buildings for the Forces which is classified as current 
expenditure; the overseas expenditure relates to expendi
ture by United Kingdom military bases abroad. Expendi
ture on the food, drink and tobacco group is of minor 
importance because prior to the introduction of the 
military salary on 1 April 1970 expenditure on food for 
the Forces was treated as part of income in kind within
‘Wages, salaries, etc.’ and is, therefore, excluded from this 
analysis.

Apart from the payments to doctors, dentists, etc. 
already mentioned, the major item of expenditure on the 
national health service relates to chemicals and allied 
products. A large part of this item is in respect of 
medicines and drugs provided on prescription. That part 
of the cost of prescriptions which is attributable to 
chemists’ dispensing fees, however, is included against the 
item distribution services. Nothing else is included in the 
row for distribution services; this results from the basis 
of the commodity classification described above.

The most important item under ‘Other services* is the 
groupof ̂ rvices described above. Aerospace equipment is 
also an important item, covering the development and 
proving of civil aircraft, including Concorde. Expenditure 
on the item ‘Metal goo^  not elsewhere specified* includes 
thecost of production of United Kingdom coin. The Royal 
Mint (a central government trading body) is regarded as 
selling UK coin at cost to the central government and the 
cost is included here as a commodity purchase. The 
increase in expenditure between the two years arises from 
the preparations for the introduction of decimal coinage.

In addition to purchases of goods and services, govern
ment expenditure includes the allowances paid to its 
employees to cover the expenses of their travel and sub
sistence while on duty. These allowances have been 
treated as direct government expenditure on the appro
priate commodities; payments for public transport have 
been classified to transport and communication while 
expenditure on subsistence allowances (to cover the cost 
of meals and accommodation) has been classified to 
miscellaneous services in accordance with the classifica
tion of hotels and restaurants in the Standard Industrial 
Classification. Expenditure on car mileage allowances has 
been allocated to the various commodity groups related 
to the running costs of vehicles.

The item overseas expenditure does not include the 
purchase of goods imported into the United Kingdom, 
which as already mentioned have been classified to the 
appropriate commodity group. This item relates mainly 
to expenditure by United Kingdom military bases and 
embassies abroad on the purchase of goods and services
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localJy. and the payment of salaries and wages to locally 
engaged staff.

Sales by final buyers to one another mainly consist of 
receipts from the sale of goods and services by non- 
trading branches of the government, including receipts 
from overseas, which arc deducted in arriving at current 
expenditure on goods and services. In total, this item 
includes as positive entries (a) payments to local authori
ties for services provided and (b) payments for works of 
art and secondhand goods. As negative items it includes 
(a) receipts from patients in the national health service 
and (b) proceeds from the sale of surplus stores and 
secondhand goods. The figures in the columns under the 
individual functional headings also reflect the net effects 
of the intcr-dcparimcntal transactions referred to above. 
These intcr-dcpartmcntal transactions disappear on con
solidation and do not affect this item in total, apart from 
a small residual due to differences in timing.

The pattern of expenditure at current prices docs not 
appear to have changed significantly between the two 
years, apart from the fall in expenditure on aerospace 
equipment. Two years’ data does not provide suflicient 
evidence as to whether this relative stability is likely to 
continue, however, and it is hoped that in future similar 
surveys will be carried out fairly frequently.

Use of the results for input-output analysis
The preliminary results of this survey have already been 
used in preparing the provisional input-output tables for 
1968 published in the January 1971 issue of Economic 
Trends. When the detailed input-output tables for 1968 
are published they will include an analysis of central 
government expenditure by commodity similar to that

published with the 1963 tabIes.(*)Thc procedure followed 
for that analysis differs from the procedure for the analysis 
published here in the following main ways:

1 ^ .
>y\4
i i  •

(a) the input-output analysis covers total current expendi
ture ongoodsand services, including expenditure on wages 
and salaries, etc. (allocated to public administration. 
dcfcncc,hcalthandcducalion)and Imputedrcnts(a!Iocated 
to miscellaneous services)
(b) the analysis is in terms of sellers’ prices net of taxes on 
expenditure and not purchasers’ prices; the distributors’ 
margin is attributed to the distributive trades and taxes 
on expenditure less subsidies deemed to fall directly on 
the expenditure are shown separately
(c) the analysis by commodity excludes expenditure on 
imported goods and services which is shown separately 
as one item

\
t .

j

(d) in the input-output analysis purchases from govern
ment industrial establishments covered by the census of 
production are treated in the same way as those from 
government trading bodies (sec paragraph ‘Government 
trading services and industrial establishments’ above); 
this difference in treatment has a considerable effect on 
the figures for purchases of ships and marine engines and 
construction work.

Further, when the detailed input-output tables for 1968 
arc prepared it may also be necessary to make adjustments 
to the results of the survey presented here in order to 
reconcile them with the information on purchases and 
sales provided by industry in the 1968 census of pro
duction and other data on the total supply and demand for 
goods and services.

Mi *

JH

(*) See Table 9 of Input-output tables for the United Kingdom 1963, 
Studies in Official Statistics No. 16.

Central Statistical Office
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Current expenditure on goods and services

Analysis by commodity group
TABLE 1

1968/69 1969/70

Military
defence

National
health
service

Other
services Total Military

defence

£ million

Agricultural, forestry and fishing products 35

Coal and other mined and quarried 
products. . 16

Food, drink and tobacco products
Coal and p>etroieum products
Chemicals and allied products
Basic metal manufactures
Mechanical engineering products
Instrument engineering products
Electrical engineering products . .
Ships and marine engines
Aerospace equipment
Other vehicles ..........................
Metal goods not elsewhere specified
Textiles ......................................
Leather, leather goods and fur ..
Clothing and footwear
Bricks, pottery, glass, cement, etc.
Timber, furniture, etc.....................
Paper, board, printers’ and publishers 

products ..........................
Other manufactured goods

1 36

24

National
health
service

Other
services Total

Per cent £ million

1-4

Construction work 80 18

Gas, electricity and water 25 16

Transport and communication services 52

Distribution services 49

Insurance, banking, finance, business 
services, professional and scientific 
services and miscellaneous services 43 275

35 133

16 57

37 98

49

152 470

Rent and rates 15

Overseas expenditure 175

Total 1,305 736

Sales by final buyers 4 • ♦  • ♦  • 56 —60

Total current expenditure on goods and
service ( n e t ) t ....................................... I 1,249 676

65 86

36 38

17

Per cent

0-9

5 0 85

28

3-7 53

19 36 140

18 11 57

11 37 101

52

17-8 45

50 225

378 2,303

177

1,151

296 162 503 19-2

16

719

66 87

45

618 2,619 100-0

•216 347

402 2,272
tCorresponding to the calendar year figures for central 

Blue Book. government in the column headed ‘Other payments (net)’ in Table 45 of the 1971
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Current expenditure on goods and services by the central government

Analysis by commodity group
TABLE 2

1968

Military
defence

National
health
service

Other
services Total

£ million

Agricultural, forestry and fishing products

Coal and o 
products .. a •

Food, drink and tobacco products 
Coal and petroleum products 
Chemicals and allied products 
Basic metal manufactures 
Mechanical engineering products 
Instrument engineering products 
Electrical engineering products ..
Ships and marine engines 
Aerospace equipment
Other vehicles ..........................
Metal goods not elsewhere specified
Textiles .....................................
Leather, leather goods and fur .. 
Qolhing and footwear 
Bricks, pottery, glass, cement, etc. 
Timber, furniture, etc....................
Paper, board, printers' and publishers 

products......................................
Other manufactured goods

Construdion work

Gas, electricity and water

Transport and communication services

Distribution services

Insuran t, banking finance, business 
services, professional and scientific 
services and miscellaneous services

Rent and rates • 4

Overseas expenditure 4 •

Total

Sales by final buyers a •

Total current expenditure on goods and 
services ( n e t ) t ..................................... 1,299

— 33

4 15

1 21
47 10
14 178
7 1

96 2
25 28

179 5
99 —

418 —

37 4
6 1
4 12

4 10
1 5
5 6

5 5
11 6

86 17

27 16

56 9

— 49

44 273

7 14

190 —

,373 720

-7 4 —58

36

15

38

154

66

51

662 366

35

23

139

58

103

49

471

87

241

2,696

369

2,327

Per cent

13

0 9

17 4

8-9

1000

1969

Military
defence

National
health
service

Other
services Total

£ million

86

28

53

44

179

1,239

77

1,162

36

17

19

17

10

50

286

16

773

—69

704

36

II

37

166

65

46

626

—216

410

38

24

141

56

100

50

496

86

225

2,638

-3 6 2

2,276

tCorresponding to the figures for central government in the column headed 'Other payments (net)’ in Table 45 of the 1971 Blue Book

a

Per cent

1-4

0 9

5 3

3 8

1-9

187

1000

f 1.
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