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NATIONAL INCOME AND EXPENDITURE IN 
THE THIRD QUARTER OF 1986 
Gross domestic product at current and constant prices 

The provisional estimate of the average measure of gross domestic 
product at constant factor cost, GDP(A), for the third quarter of 
1986 suggests that the level of economic activity was about Vi per 
cent higher than in the second quarter and some 2 per cent higher 
than in the conesponding quarter of 1985. (First estimates of growth 
rates are liable to be revised in the light of farther information. 
See the Notes for guidance on the possible range). 

Provisional estimates for the three broadly independent measures 
of GDP at constant factor cost (based on expenditure, income and 
output) from which the average measure is derived continue to 
show different profiles. The output-based measure, usually 
considered the most appropriate way of measuring changes in the 
short term, indicates an increase of a little over 1 per cent between 
the second and third quarters of 1986 and a rise of nearly 3 Vi per 
cent over the year to the third quarter. The expenditure and income 
based measures have remained broadly unchanged in the first three 
quarters of the year following the sharp rises from their end-1985 
levels. (The discrepancies in constant price growth rates, which 
are the subject of continuing investigations, are discussed in the 
Notes.) 

This article presents quarterly estimates of national imome ami 

expenditure up to the third quarter of 1986. Estimates ol the 

components of GDP at constant prices are given here in terras 

of average 1980 prices. 

Provisional summary measures of GDP were first issued on 19 

December 1986. , ' 

A general description of national accounts statistics, togcrhiit with 

details of sources, methods and definitions used, is given in United 

Kingdom National Accounts: Sources and Methods (HMSO' 1985). 

Subsequent changes are described in notes to the 1986 Blue Book. 

A l l commentary is in terms of seasonally adjusted data. 

The average measure of GDP at current market prices ("money 

GDP") rose by nearly 6 per cent betwen the third quarters of 19H5 
and 1986. 

T A B L E A N A T I O N A L A C C O U N T S A G G R E G A T E S 

Index numbers : S e a s o n a l l y Ad jus ted 1 

Gross domestic product 
1SW - 100 

At current 
market At currant At constant factor cost 
prices factor cost 1980 prices 

Average 
Based on Based on Based on Based on Based on 

Average expenditure income Average expenditure income output 
estimate data data estimate data data 1 data 

1980 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1981 110.0 109.3 108.8 98.8 99.1 98.7 98.5 
1982 120.3 117.9 118.9 100.3 99.9 100.8 100.3 
1983 130.7 129.2 130.0 103.8 103.7 104.3 103.3 
1984 139.9 137.7 140.4 106.6 106.6 107.7 106.6 
1985 153.6 151.7 153.2 110.3 109.6 110.7 110.7 

1983 1 127.6 127.0 126.1 102.8 103.7 102.9 101.9 
2 128.0 125.8 128.2 102.9 102.3 104.3 102.1 
3 132.2 130.9 131.4 104.2 104.1 104.5 104.0 
4 134.9 133.3 134.1 106.1 104.7 105.3 105.2 

1984 1 137.0 136.4 136.7 106.9 106.5 106.5 105.8 
2 137.7 136.6 137.9 106.7 104.7 106.4 105.9 
3 140.9 137.9 142.0 107.0 105.4 108.6 106.9 
4 144.3 142.0 145.1 108.0 106.8 109.1 107.9 

1985 1 148.5 148.2 148.0 109.4 109.4 109.3 109.6 
2 162.3 150.0 152.7 110.7 109.7 111.7 110.7 
3 155.1 152.8 154.8 110.6 109.8 111.2 110.7 
4 168.6 155.7 167.2 110.5 109.5 110.6 111.6 

1986 1 160.4 158.4 159.1 112.0 111.7 112.2 112.2 
2 160.8 157.0 158.3 112.4 111.6 112.5 113.1 
3 164.1 159.1 160.6 112.8 111.5 112.5 114.5 

Percentage change, latest quarter on previous quarter 4 

1988 3 2.1 1.4 1.5 0.4 - 0.1 - 1.2 

Percentage Changs, latest quarter on corresponding quarter of previous year 4 

1988 3 5.8 4.1 3.8 2.0 1.5 1.3 3.4 

Gross national Implied gross domestic 
disposable product deflator ^' 
Income at -r—^ 
1980 market At factor At market 
prices cost prices-

Average 
estimate 

100.0 
99.5 

101.0 
104.9 
107.8 
111.3 

104.4 
102.9 
106.1 
106.1 

107.3 
106.7 
107.7 
109.6 

109.6 
111.5 
112.5 
111.9 

113.4 
113.0 
113.6 

0.5 

1.0 

expenditure 
data 3 

100.0 
110.3 
118.0 
124.6 
130.4 
138.4 

122.6 
122.9 
125.7 
127.4 

128.4 
129.6 
130.8 
133.0 

136.4 
136.8 
139.2 
142.2 

141.8 
140.6 
142.7 

2.5 

Based OQ 
expenditure 
data ' 

100.0 ! 
111.6 
120.1 
126.2 
131.3 ' 
139.4. 

124.3 
124.6 i 
127.1 
128.6 , 

129.4 
130.2 
131.9 
133.7 

136.7 
138.0 
140.3 
143.3 

143.3 
142.9 
144.9 

3.3 

1 These estlmetes are given to one decimal place but this does not Imply that thay can be regarded as accurate to the last digit shown 
2 Income data deflated by the implied GDP deflator at factor cost based on expenditure data. 
3 Also known as the Index of total home costs. 
4 These estimates of change cannot be regarded as any more accurate than Is implied by the general statements made In the text, where figures 

are given In rounded form. This is because of the provisional nature of the estimates from which the figures are derived. 
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I t e ieal income of the United Kingdom, as shown by gross national 
imosable income at constant market prices, increased by 1 per 
r^frpuesn the third quarters of 1985 and 1986. 

fhe increase from a year earlier in the implied factor cost GDP 

jlaflntrtr ("index of total home costs") was 214 per cent to the third 
j-urter of 1986. The corresponding increase of nearly 3 Vi per cent 

Qpp deflator at market prices reflects higher local authority 
-gjjgi duty and receipts of other taxes on expenditure in 1986. 

Estimates of GDP at current and constant prices, of real national 

disposable income and of the implied GDP deflators are given in 

index number form in Table A . 

Expenditure at current and constant 1980 prices (Table 1) 

At current prices, the expenditure measure of gross domestic 

product at fector cost, GDP(E), rose by nearly VA per cent in 

the third quarter of 1986 to a level 4 per cent higher than a year 

earlier. 

At constant 1980 prices, the provisional figures suggest the 
expenditure measure was broadly unchanged between the second 
aod fliirtl quarters of 1986 and 1V4 per cent higher than in the third 
quarter Of 1985. The profile of GDP(E), which has been flat since 
foe first quarter of 1986, has been affected by the sharp movements 
ill capital formation, which contributed to the very substantial rise 
fn the first quarter of 1986, and in the balance of overseas trade, 
Where the deterioration in die latest quarter had a downward effect 

«.GDP(E). 

At constant prices, consumer's expenditure increased by VA per 
Cent in the third quarter of 1986 to reach a level nearly 5 per cent 
above tim of a year earlier. Further details are given below. General 
government final expenditure was broadly unchanged between the 
second and third quarters of 1986; compared with the third quarter 
of 1985 it was nearly 2 Vi per cent higher. The uneven path of fixed 
invesi merit in the past two years reflects the response to the phased 
withdrawal of first year capital allowances in Apr i l of 1985 and 
1986. Fixed investment over the first three quarters of 1986 was 
at much the same level as that over the corresponding period last 
year. There was a small amount of destocking in the third quarter 
of 1986, following little change in stocks in the previous quarter, 
and stockbuilding of more than ZVi billion in the first quarter of 
1986. The balance of overseas trade in goods and services moved 
into deficit in the third quarter following the high surplus in the 
second quarter. Exports grew in real terms by 1 per cent between 
the two quarters but imports rose by nearly 6 per cent. 

Income at current prices (Table 2) 

At current prices the income measure of gross domestic product 
>t fector cost, GDP(I), rose nearly 4 per cent in the third quarter 
°f 1986 compared with a year earlier. Income from employment 
increased by 7 Vi per cent over the same period. The gross trading 
*Uiplus of public corporations fell back in the third quarter of 1986 
Mowing a high second quarter figure. Company profits before 
deduction of stock appreciation rose 3 per cent in the third quarter 
°f 1986 following f i l l s of 10 per cent in each of the previous two 
loarters, reflecting the fell in North Sea oil prices and profits. In 

third quarter, total company profits were 16 per cent lower than 
* year earlier. Other income, largely self-employment income and 
" " • ' i rose £400 million between the second and third quarters of 

to a level some 10 per cent higher than a year earlier. 

When deflated by the implied index of total costs, GDP(I) rose 
slightly over 1 per cent between the third quarters of 1985 and 1986. 

Output at constant 1980 prices (Table 3) 

The output measure of gross domestic product at constant factor 
cost, GDP(O), rose by a little over 1 per cent between the second 
and third quarters of 1986. In the third quarter it stood nearly VA 
per cent above its level of a year earlier. 

Output of the production industries rose by VA per cent between 
the second and third quarters. Manufacturing output increased by 
1 per cent. Oil and gas extraction was 6 per cent up but there were 
fells elsewhere within the energy industries. 

Construction output increased by nearly 3 per cent between the 
second and third quarters. 

Output of the service industries as a whole increased by about 
1 per cent between the second and third quarters. In particular, 
distribution output rose strongly for the second successive quarter. 

Personal income and saving (Table 4) 

Real personal disposable income (RPDI) increased by around VA 
per cent between the second and third quarters of 1986 to reach 
a level which was 5 per cent higher than the third quarter of 1985. 
Percentage changes in the components of personal income are 
shown in Table B. 

Total wages and salaries, which had increased by around 2 per 
cent in both the first and second quarters of 1986, rose by a further 
2 per cent in the third. In the year to the third quarter, total wages 
and salaries grew by about 8 per cent. Total personal income rose 
by around 2Vi per cent between the second and third quarters, 
reflecting increases in other types of personal income. 

Personal disposable income increased by 3 per cent between the 
second and third quarters of 1986. Prices, as measured by the 
consumers' expenditure deflator, rose by around VA per cent in 
the same period and, as a result, RPDI increased by about VA 
per cent. 

Between the second and third quarters of 1986, consumers' 
expenditure at current prices increased at much the same rate as 
personal disposable income and the saving ratio remained at around 

10V4 per cent. 

Consumers' expenditure (Table 5) 

At current prices, consumers' expenditure grew by 3 per cent 
between the second and third quarters of 1986 and by 9 per cent 
over the year (see Table 1). 

The l'A per cent rise in consumers' expenditure at constant prices 
between the second and third quarters took spending to a level 
5 per cent higher than in the third quarter of 1985. 

Within this total, the volume of expenditure on durable goods 
showed an 11 per cent growth over the year. Spending rose on all 
the main categories of durable goods: on vehicles it grew 8 per 
cent, on furniture and floor coverings it rose by a further 3 per 
cent from the high third quarter figure of last year, and on other 
durable goods it showed a very sharp rise of 19 per cent over the 
year. Spending on food rose VA per cent between the third quarters 
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of 1985 and 1986; there was only a small increase in spending 

on drink over this period and spending on tobacco continued to 

decline. Among other goods, spending on clothing rose 9 per cent 

betweeerj the third quarters of 1985 and 1986 while that on footwear 

increased by 2 per cent. The growth in expenditure on energy 

products represented a 3 per cent increase over the period. 

Industrial and commercial companies (Table 7) 

The decline experienced in industrial and commercial company 

profits over the first half of 1986 appears to have halted in the third 
quarter. 

Between the second and third quarters of 1986 profits (net of 

stock appreciation) of UK industrial and commercial companies 

are provisionally estimated to have risen by 1 per cent. Within 

this, profits of North Sea oil companies continued to fall (by a 

further 3 per cent) while profits of other industrial and commercial 

companies rose by 2 per cent. In the third quarter of 1986 profits 

of North Sea oil companies were some 60 per cent lower than a 

year earlier; over this period non-North Sea industrial and 

commercial companies' profits rose by 7 per cent. UK industrial 

and commercial companies' income from abroad rose by 20 per 

cent in the third quarter. 

Payments of dividends on orxlinary shares rose in the third 

quarter. In the first three quarters of 1986 total payments of 

dividends on ordinary shares were 36 per cent higher than in the 

corresponding period of 1985. There was a substantial (13 per cent) 

fell in payments of UK taxes on income in the third qu.irfcr of 

1986. This drop was more than accounted for by the rediiumn of 

payments of petroleum revenue tax by North Sea oil companies 

(net of refunds of advance petroleum revenue tax). 

These preliminary estimates suggest a rise between the latest 

two quarters in the broad measure of undistributed income (U ) a l 

is, before deducting stock appreciation or net unremitted pu>fits 

from and due to related overseas concerns) of UK industrial and 

commercial companies. However, over the first three quark-is 0 f 

1986, undistributed income was some 15 per cent lower ihjn j n 

the corresponding period of 1985. 

Financial companies and institutions (Table 8) 

First estimates suggest that the total income of financial comp mi s 

and institutions in the latest six months was 5 per cent lower 

compared with the second and thud quarters of 1985. This d^vline 

can be attributed largely to a fall in interest receipts, reflcctinn 

lower interest rates. Comparing the same two half years, lower 

interest payments led to a 10 per cent fall in total allocations of 

income and, as a result, the undistributed income of financial 

companies and institutions rose by nearly £V4 billion. 

Public corporations (Table 9) 

The gross trading surplus (net of stock appreciation) of public 

corporations fell back in the third quarter of 1986 from the 

unusually high level experienced in the second quarter. The sitphii 

was marginally below its level in the third quarter of 1985 bin the 

decline is more than accounted for in the reduction in subsidies 

between the two periods. 

TABLE B 
CHANGES I N PERSONAL INCOME 

Seasonally adjusted 

Percentage change 

Over previous quarter Over same 

quarter in 

previous 

year 

1985̂  1986 ^ 

Q4 Ql Q2 Q3 Q3 , 

Total personal income 

of which: Wages, salaries and forces' pay 

Employers' contributions 

Current grants from 

general government 

Other income 

UK taxes on income 

Social security contributions 

Total personal disposable income 

Consumers' expenditure implied deflator 

Real personal disposable income 

2*4 IVi VA 2V4 8V4 
\XA 2 2 2 8 

1 IVi 1<A 2 6 

I'A 2*4 1 2% 8 

7 -V4 - % 5 13 

2 1% 2 1% 7 'A 

-V4 l'A 3 2 6'A 

3 2 1 3 9 
1 1% 0 VA 4 

2 V4 1 VA 5 
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OBlral government (Table 10) 

reen the third quarters of 1985 and 1986, total central 

l i n i m e n t receipts rose by 2 per cent or some £600 million. 

S^jin this total, taxes on income and rent and royalties were both 

' n j l l V £400 rnillion and £300 niillion, respectively) due to the 

m North Sea taxes and royalties. Among other receipts, taxes 

expenditure rose £1 billion and national insurance and other 

ntributions by £400 million; but interest and dividend receipts 

£100 million lower than in the third quarter of 1985. 

over the same period, total current expenditure rose by more 

than £1K billion, or 5 per cent. A rise of VA billion occurred 

in final consumption (mainly higher national health service 

expenditure); national insurance benefits and other personal sector 

gofrent grants rose by £900 million; local authority current grants 

wens higher by £400 million; and an increase of VA billion in debt 

interest payments was broadly offset by lower subsidies and current 

giants paid abroad. 

Local authorities (Table ID 

Between the third quarters of 1985 and 1986 total current receipts 

by local authorities rose by £900 million. Approximately half of 

this increase consisted of higher rate income and almost another 

45 per cent was accounted for by increased current grants from 

central government. Over the same period total current expenditure 

increased by £800 million and was accounted for by the rise in 

educational and other final expenditure. 

Gross domestic fixed capital formation at 1980 prices (Tables 

Hand 15) 

The profile of fixed investment over the last two years has been 

distorted by the reductions in capital allowances announced in the 

1984 Budget. This led to high expenditures in the first quarters 

of I98*i and 1986, in anticipation of the phased reduction in first 

year capital allowances in each Apri l , followed by a fall back in 

spending in the second quarters of those two years. A comparison 

of the first three quarters of 1986 with the corresponding period 

in 1985 suggests litde change in the level of fixed investment. 

On the same comparison, fixed capital formation by general 

government increased by 13 per cent, in part due to a reduction 

in the level of sales of local authority dwellings and other land 

and buildings, while fixed investment by public corporations fell 

10 per cent; fixed investment by the private sector was broadly 

unchanged. Analysed by type of asset, expenditure on vehicles, 

ships and aircraft dropped 16 per cent while investment in dwellings 

ruse 6 per cent; fixed investment in plant and machinery was 

virtually identical in the two periods. Analysed by industry, there 

were lalls in mineral oil and gas extraction (down 13 per cent), 

in transport and communication (down 7 per cent), and in financial 
a »u business services (down 3 per cent). Little change occurred 

in the level of expenditure elsewhere except in dwellings (up 6 

P01" cent) and in other industries and services (up 2 per cent). 

tbluc of physical increase in stocks and work in progress at 

•fcS" Prices (Table 16) 

The ajM-regate level of stocks over all industries fell by nearly £200 

"•ilium in the third quarter of 1986 following httle change in stocks 

in the previous quarter and stockbuilding in excess of VA billion 
! n the first quarter of 1986. The destocking in the third quarter 

y& mainly in wholesale distribution; stock changes in other 

wdustries were mostly rather small.. 

NOTES ON T H E F I G U R E S 

GDP estimates 

1. Although estimates of gross domestic product (GDP) based 

on expenditure, income and output should in principle give the 

same result, in practice there are often variations between them. 

The output measure is usually the best indicator of quarter to 

quarter movements; for comparisons over periods of more than 

a year the average of the three measures is preferred. Investigations 

continue into the discrepancies between growth in the three 

measures. The problems of consistency, particularly in terms of 

timing, between the different types of administrative and statistical 

records used in compilation have an important bearing on 

reconciliation of the largely independent estimates of GDP. 

Caution in interpretation 

2. In the interpretation of quarterly and annual national accounts 

estimates, special attention needs to be paid to the higher margins 

of error attaching to series estimated at constant prices when the 

rate of inflation is changing significantly. Rapidly changing 

exchange rates may also affect the valuation of international 

transactions and the measurement of profits derived from them. 

Appendix tables 

3. The tables in the Appendix give series of quarterly figures 

back to 1983. Where an obelus appears this indicates that the data 

are new or have been revised with the period so marked the earliest 

to have been revised. I f the obelus appears against the first figure 

in a column this implies that earlier data may also have been 

revised. Such earlier data can be obtained from the CSO Databank, 

which contains all the series given in the Appendix tables. 

The CSO Databank 

4. The CSO Databank is a collection of macro-economic time-

series sold to the public in computer readable form. Associated 

with each series is a code consisting of four letters: in the Appendix 

tables, the Databank code is included at the head of each column 

of figures. The Databank contains long runs of data, in many cases 

starting in the 1940s or 1950s, and the latest figures are available 

over a month in advance of the publication of Economic Trends. 

The service is run on CSO's behalf by Wharton Econometric 

Forecasting Associates Ltd, who sell the data directiy to end users 

on magnetic tape, by on-line transfer, on microfiche and on 

computer printout. They and other bureaux offer on-line access. 

Further details can be obtained from WEFA Ltd, Ebury Gate, 23 

Lower Belgrave Street, London SW1W 0NW, Tel: 01-730 8171. 

Revisions 

5. Estimates of GDP are subject to revisiqn as more information 

becomes available. Early estimates are particularly uncertain. An 

analysis of revisions experience, published in the July 1985 issue 

of Economic Trends, showed that revisions to growth rates of GDP 

data published for 1971 to 1979 were, on balance.upwards though 

not uniformly so. 

I f past revisions experience were to continue - and this is not certain 

since compilation methods are regularly reviewed and modified 

as necessary - the analysis suggests a range within which the 

eventually revised value of the growth rate is likely to lie. Table 

C shows the first estimates of the growth rates of current and 

constant price GDP (average measure), together with the ranges 

within which the revised values might be expected to lie on two 

thirds of occasions some five years after first publication, that is, 

i f future revisions are similar to the past. 
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T A B L E C 

Percentage c h a n g e s (at annual rate)(1) 

C h a n g e b e t w e e n Range 
t h e t h i r d b a s e d on 

quarters of ^ a s t 
1 9 8 5 and 1 9 8 6 exper ience 

Constant prices 

G D P - average m e a s u r e at 

cons tan t factor c o s t 2 1 y 3y 

Current prices 
r \ • 

G D P - average m e a s u r e at V 

current market pr ices (2) 5 % 6 % - 8 % 1 

m EES""' o n i n d i v i d u a l q u a r t B r a v a r v from q u a r t e r t o " u a r t - a n d « ° « « • » — « t h e — ; r 
(2) The range shown is based on the analysis of revisions applicable to GDP at current factor cost It is unlikelv that 

the regions performance of GDP at current market prices differed significantly from Zt abactorTst 
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