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PUBLIC EXPENDITURE: 1968-69 to 197/3-74

FOREWORD

In April this year the Government proposed that “there should be pub-
lished towards the end of each calendar year a White Paper which will
present to Parliament the results of the Government’s consideration of the
prospect for public expenditure” (Cmnd. 4017, paragraph 5).

This proposal was welcomed by the Select Committee on Procedure In
their Report on the Scrutiny of Public Expenditure and Administration (H.C.
410). In the debate on this Report on 21 October the Government announced
their Intention to produce the first White Paper In the new series In the near

futme, and this was foreshadowed also In the Queen’s Speech. The present
White Paper fulfils this intention.

December, 1969
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PART 1
PUBLIC EXPENDITURE—THE GENERAL PROSPECT

Introduction

Government
diture for the current financial year 1969-70 and for the next two years. It
also gives allocations of expenditure on a provisional and approximate basis
for the two subsequent years, 1972-73 and 1973-74, for which ithe Goveroment
have not yet taken decisions. These plans and allocations give expression to
the Government’s policy that expenditure on public services shall! expanad

throughout the period broadly In line with the growth of ithe nation s resources
as a Waliole.

Public expenditure 1s a generic term for a large number of pro-
grammes and services administered by individual departments, local authori-
ties, nationalised industries, and other public corporations and agencies, all
financed In varying degrees by the Govern
to central influence or control. At any one tune It reflects the results of a
complex of decisions, some stretching back several years, the effects of which
will often be felt for many years to come. Basic reviews of policy are made
In particular programmes from time to time. But most of the decisions which
the Government take on public ex™nditure from year to year are directed
to the questions: what modifications should be made to existing pro-
grammes? How much provision should be made for new policies or for
developments of existing programmes? What Is the sensible allowance to
Include for further developments of policy, or to meet unexpected turns of
events?

In making their plans and carrying the: Government

Ibroad. They
have to allow for special features of the programmes themselv”. For some
programmes, expenditure depends In part on Government decisions but In
part also on what happens beyond the reach of government. Examples are
sickness benefit, where the Government decides the rate of benefit but the
occurrence of sickness determines whether benefit Is paid; or invesi

grants, where the rate of grant is decided by the Government but iIts payment
depends on the amount of Investment done by industry. In other cases
a probable call for additional spending can 'be foreseen, but not the precise
timing and scale of that expendi'ture—™Mor example, support for future, as
yet unformulated, technological projects. Then, for nearly 30 per cent of
total public expenditure, local authorities, with their own degree "of
autonomy, share responsibility with the Government; broadly, their capital
expenditure which 1s financed by borrowing requires central sanction, but
they have power to decide how much current expenditure to iIncur, In the
5 guidance which 'the Government are able to (give on the standards
of services and on the relative priorities between services and of the volume
of Government funds available to them in support of their own revenue
(see App>endix ).

For all these reasons any forward plans for public expenditure as a
whole need to be flexible, and the figures In which plans are expressed at
any one time should be interpreted with this in mind. The next sections of
this paper briefly trace how expenditure has moved In recent years, and
then set out the future prospects.
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lon to me expouanui™ v  —mmmmme SOME
corporations, excluding the capital expenditure of the nationalised
ifiniictries NNU ucol xutvxvou | NE total on this basis In 1968-69 was about

£16,000 million at today’s pricesO- The total if the capital expenditure of
nationalised industries and debt iInterest are Included was about £19,500
two

>f resources. The
million consists almost entirely of transfer

and Industrial subsidies; It Is the recipients
payments, not the public

The following table shows In broad terms how, within
composition of public expenditure was

expenditure by groups of programmes

1964-65 TO 1968-69
TABLE U

Average

annual
1968-69 Increase

provi-  per cent
1064-65 1965-66 1966-67 1967-68  sional 1964-65

outturn outturn outturn outturn to
ouét#]rn £m £m £m £m 1968-69

At 1969 Survey prices
Defence and external re-

lations .. oo
Commerce and mdustry ()
Environmental services

Social services

Other services _
Nationalised industries, etc

capital expenditure
Debt interest

Relative price effect and
other adjustments (ii) .. 412

At 1969-70 outturnprices
Total (1)

Annual increase per cent (i)
(I) The fibres fo, .his

SU’SfeSrlh Sl1oS . “0

excludin'g these new expenditures.

11.74
(1) “Relative price

.JcoSaT prieSL te

Appendix 11, paragraphs 11-14.

Increases In the succeed
tively—see paragraph 14 below.

guestion.



Between 1964-65 and 1968-69 the Government’s new defence policies
brought about a fall in defence expenditure in real terms. In the civil sector,
regional development policy was combined with measures to modernise and
restructure industry, and with expenditure on other items under this heading,
Including scientific and technological research and other measures in support
of Industry and employment, this became the fastest rising group of pro-
grammes—9.0(") per cent per annum. Priority was also given to the social
services on which expenditure was Increased by an average annual rate over-
all of 6.0 per cent, including 4.9 per cent on education, 3.9 per cent on health
and welfare and 8.3 per cent on social security.

8. Nationalised industries’ capital expenditure rose at an average of 2.4
per cent a year overall. Capital expenditure by the electricity industry turned
downwards towards the end of the period; investment by the coal industry
continued to decrease.

The net effect of all these movements was to produce an average
annual Increase In total public expenditure between 1964-65 and 1968-69 of
5.9 per cent (including the relative price effect(®)), with expenditure on defence

beginning to fall and civil expenditure, particulairly on the social and econo-
mic services, rising faster than before.

Prospective growth of resources

Over the past decade a rising labour force contributed about } per
cent a year to the Increase In total output (which at constant—1963—prices
averaged just under 3 per cent a year), the balance coming from iIncreased
productivity.

11. During the next few years, little change Is expected In the size of the
working population, but In 1973 and 1974 the raising of the school-leaving
age will reduce the numbers of young people joining the work force. Thus
rising output can only come from rising productivity. It seems that the
underlying rate of increase In productivity Is now about 3 per cent a year or a
little less.

“The Task Ahead” envisaged an iIncrease of total output within a
range of just under 3 per cent to about 4 per cent a year. In settling the levels
of public expenditure over the next few years, the Government have based
their decisions on the assumption that the rate of growth of the nation’s
resources will be at the lower end of this range. They have made this
assumption because they consider it wise to take a cautious view of the
resources available. Despite the marked recent improvement in the country’s
overseas earnings, there remains the overriding need to make available a
sufficient share of these growing resources for maintaining an adequate sur-
plus on the balance of payments and a higher level of private Investment.
But If experience were to show that a higher rate of growth could be achieved
at the same time as the other objectives of the Government’s economic
policies, then it would become a matter for decision how far this additional

(2) The rates of Increase given for particular programmes do™not take account of
the relative price effect. This Is Iincluded In the rates of increase given for public sector
expenditure as a whole and accounts for about J per cent per annum spread over the

programmes other than the capital investment of the nationalised industries, etc., and
debt interest.

(™ See footnote (ii) to Table 1.1.



output should be used to expand public expenditure programmes or in other
ways.

The general prospect for public expenditure up to 1971-72

13. The prospect for public expenditure and receipts up to 1971-72 iIs
summarised In Table 1.2C). The figures are here presented In the new
way explained in the Government’s Green Paper of April, 1969C).

14. The movement of total public expenditure is shown In line 14. The
rates of increase between one year and the next from 1968-69 to 1971-72
are 2.4 per cent. 3.5 per cent and 3.2 per cent, respectively—an average
of 3.0 per cent for this period as a whole.

15. The Government have In the past published limitsf) against which
all public expenditure was to be counted except the capital expenditure of the
nationalised industries and debt Interest, though without adjustment for the

relative nrice effect. Expressed at 1969 Survey prices these limits have been;

£ million
1968-69 1969-70 1970-71
16,098 16,252 16,757

The corresponding totals in this White Paper are within these limitsO, as

follows: o
£ million

1968-69 1969-70 19/70-71

15,822 {provisional 16,214 {estimate) 16,722 {estimate)
outturn)

Detailed analyses of the figures in Table 1.2 are given on pages 21 to 28 In
1.7-1.10 each of the years 1968-69 to 1971-72, distinguishing expenditure, and receipts

also, so far as this i1s relevant.
a Presentation” (Cmnd

I -
©6) “ Public Expenditure in 1968-69 and 1969-70" (Cmnd Public
Expenditure 1968-69 to 1970-71 ° (Cmnd. 3936).

(™ The composition of these totals Is explained in Appendix I,



PUBLIC EXPENDITURE AND RECEIPTS: 1968-69 TO 1971-/2

table 12
Recelpts
| 1968-69 1969-70 1970-71 1971-72
Line provisional _ _
outturn estimate estimate estimate
1 A. Resources Purchase of resources for current and capital
purposes
. Deduct charges
Net expenditure on resources
B. Transfers, taxation, etc. Grants and subsidies
Debt interest(i)
Taxes . 13,458 14,723 15,133 15,567
Contributions:
(a) National Insurance 1,923 2,044 2,302 2%%2
Ib) Other 280 281 285
Other receipts oo, 2,584 2,648 2,628 2,864
Total 18,245 19,696 20,348 21,015
Balance of Sections A. and B. (“ Balance of resources, transfers, taxation, etc.”)
C, Assets Net purchase of land, existing buildings and
11 financial assets
17 Taxes on capital and miscellaneous
borrowing, etc. 1,072 J03 306
. Total 1,072 903 306

Total Expenditure

Total Receipts (Lines 3, 9 and 13) (Public Expenditure)

21,395 |
(Lines 9 and 13) 20,654

Total Balance .- i _ )

(1) Excluding debt interest paid abroad, which is included In Section A “Resources

Expenditure

1968-69
provisional
outturn 1 estimate

12,940

-400

12,540

6,725
1,020

330

330

19,595
-21738

13,311
-439

12,872

0,841

| 1969-70 | 1970-71

13,876
-4338

13,438

5,237
1.685

0,922
-12

394

o |

£ million at 1969-70 outturn prices

| 1971-72

| estimate | estimate

14,560
-469

14,091

6,988
.64

341

3/\

20057 1 20,754 1 21,420

542 ]-

-100 I

-25



The programnies In 1968-69 were well within the target to some extent
because expenditure provided for In the year was not actually met xintil the
following year. Mainly for this reason the actual increases in these aggregates,
which exclude the capital expenditure of the nationalised Industries, etc., and
debt Interest, between 1967-68 and 1969-70 are now estimated at about 2} per
cent In each year, and between 1969-70 and 1970-71 at about 3™ per cent.

Detalled comparisons between the programme estimates for 1969-70 and

1970-71 given In the White Paper “ Public Expenditure 1968-69 to 19/0-71 ”
loct PpMimiyvv In thk White Paoer are shown in Appendix

In Table 1.2 expenditure and receipts are classified under three main
headings—Resources; Transfers, taxations etc.; and Assets. The distribution

of the contingency reserve, by Its nature, cannot be forecast. It has been
arbitrarily included as a whole under Resources since its implications for
demand would be greatest If it were all required for purchases of resources;
but some of It might in the event be required for expenditure on either of the

other classes.

Net expenditure on resources, which i1s the class having the most
powerful effect on demand, Is shown In line 3 to rise by 4 per cent per annum.
Of this, about } per cent Is attributable to the contingency reserve and
per cent to the relative price effect. Net expenditure on assets, the cate-
gory which has the least impact on demand In the short term, IS shown In
line 11 to rise at an annual rate of a little over 1 per cent; but this Is a
small element in the total. Expenditure on transfers Is shown In lines 4 and
5 as rising by about IJ per cent a year; but the figures will be affected by
whatever decisions are eventually taken on the uprating of social security
benefits In the period (see section 17 of Part 2 on social security).

The receipts side of the table, unlike the expenditure side, shows
projections which do not represent expUcit Government decisions. Changes
In tax rates are among the main instruments for the short-term regulation
of the economy; Ithere may have to be modifications In the light of the situation
as It develops from year to year and the Government cannot commit them-
selves In advance. The projections of receipts are therefore based on certain
assumptions. These may not In the event be realised; but they indicate the
trend as It would be iIf no further changes were made In the system. Thus
the yield of Government taxes has been calculated on the assumptions that
present tax rates and allowances will continue unchanged and that the gross
national product will grow as postulated. Changes In tax rates which were
made In the Budgets of 1968 and 1969 are, of course, allowed for. National
Insurance contributions are projected to rise so as to match, together with the
Exchequer supplement, the assumed growth of expenditure on benefits. Simi-
larly, projections of income from local rates are related to projections of the
expenditure of local authorities and assume that the existing system of grants
to those authorities continues.

The average annual Increase in total receipts over the period Is
estimated on these assumptions at 3} per cent. There Is a large Increase,
of 9-| per cent, in the yield of taxes between 1968-69 and 1969-70, shown
In line 6; this results partly from budgetary changes which have already taken
place and partly from the growth of the economy. In the following year the
rate of Increase still owes something to recent changes In tax rates. The



change between 1970-71 and 1971-72 I1s put at about 3 per cent;
Increase Is not significantly influenced by past changes In tax rates.

20. Line 15 shows the balance between total receipts and total expendi-
ture. In the current financial year the public sector as a whole is forecast to
have a surplus of receipts over expenditure of over £5600 million. In the past
the public sector has normally had a deficit financed by borrowing. The
change from a public sector deficit in 1968-69 to a sizeable surplus In
1969-70 has played an important part in creating the financial conditions
necessary for achieving a surplus on the balance of payments. The prospect
IS that at existing tax rates total receipts and total expenditure will be roughly
In balance during the following two years.

21. A second balance is struck in line 10 by excluding transactions In
assets (line 13) from total receipts and total expenditure. Movements In this
second balance—the balance of resources, transfers, taxation, etc.—consti-
tute a better guide than the balance of total receipts and total expenditure to
the impact of public sector operations on real demand In the short term.
This balance, too, shows a large favourable swing between last year and the
current year. This improvement In the balance of public sector transactions
(other than In assets) has contributed to the switch of resources Into the balance
of payments which has already taken place. Its maintenance over the coming
period will help to consolidate the Improvement in our overseas position and to
set free resources for a further increase In private investment.

expenditure winles up to 1971-72

The plans for public expenditure programmes up to 1971-72 show a
continuation of the same broad pattern as has been developing over recent
years. The real cost of defence will continue to fall as changes in defence policy
take effect. At the same time the Government are planning for an increase Iin
civil programmes. Environmental and social services increase from 61 per cent

of total public expenditure In 1968-69 to 64 per cent In 1971-72. But these
developments are planned within a total of public expenditure which will be

growing at an average annual rate of 3 per cent, compared with 5.9 per cent
over the last four years.



The following table summarises the figures.

EXPENDITURE BY GROUPS OF PROGRAMMES
1968-69 TO 1971-/72

TABLE 1.3
1
1968-69 Average
provisional 1969-70  1970-71  1971-72 annual
outtiu-n  estimate  estimate  estimate percentage
£m £m £m £m INncrease

At J969 Survey prices
Defence and %)I?ternal relations 2,772 2,688 2,635 2,965 -2-6
Commerce and industry 1,498 1,678 1,688 1,697 4%2
Environmental services 3,223 3,299 3,500 3,699 A"l
Social services 7,317 7,698 8,039 8,321 4-4
Other services .. 843 902 948 081 5%2
Nationalised Industries etc.

capital expenditure .. 1,510 1,439 1,474 1,436 -1-7
Debt interest (1) ....cccccvvvvveeeeennn, 2,051 2,050 2,050 2,025 —0-4
Relative price effect and other

adjustments .. 381 303 345 521
Contingency reserve 75 15 1
At 1969-70 outturn prices |
Total .. . X e. 1 19,595 20,057 20,754 21,420 i 30

1

(1) The forward figures of debt interest involve the neutral assumption that interest

rates continue at their present levels; this is, of course, not a forecast. Allowance Is
made for some reduction In the total volume of debt, and for the refunding of current
debt.

24. The detall lying behind this summary Is set out In table
which distinguisihes 20 main programmes, most of which comprise a large
number of individual projects or services. This classification brings together
expenditure of the various spending authorities—Government, local authorities
and public corporations other than nationalised industries—which Is directed
to single broad objectives, e.g., education and housing. The public expenditure
of Northern Ireland and the capital expenditure of nationalised Industries are
brought together under single headings, and so Is debt Interest. Part 2 of this
White Paper provides a commentary on each of the programmes.

25.  The contingency reserve, shown In this table in line 25, makes pro-
vision for new expenditure which may have to be incurred but the precise
nature, scale and timing of which cannot be foreseen. It Is also needed to cover
any excess over present estimates, in particular for programmes where expendi-
ture Is partly determined by factors not under the spending authority’s own
control, and to provide an element of flexibility should the economy not

develop as Is assumed In the plans. Since these uncertainties Increase over
time, provision has been made on an increasing scale.



PUBLIC EXPENDITURE BY PROGRAMME:
1968-69 TO 1971-72

TABLE 14
1
1968-69 Average
rovisional 1969-70  1970-71 1971-72 annual
i{) outturn estimate  estimate  estimate percentage
£m £Em £m £m INcrease
At 1969 Survey prices
Defence and external relations
1. Defence Budget 2,292 2,252 2,211 2,161 -1-9
2. Other military defence 146 85 66 28 -42-4
3. Overseas aid (1) 206 224 234 251 6-8
4. Other overseas services 128 127 124 125 -0-8
Commerce and industry
5. Technological services 190 205 226 207 2-9
6. Other assistance to employ-
ment and Industry 857 954 025 937 3-0
7/, Research Councils, etc. 90 08 105 111 7-2
8, Agriculture, fisheries and
forestry....oooeveecccnnnnnn, 361 421 432 442 70
Environmental services
9. Roads and public lighting 610 629 691 758 -5
10. Transport 251 242 244 247 -0-5
11. Housing ..., 1,095 1,073 1,141 1,202 3-2
12. Local environmental services 693 742 769 797 4-8
13. Law and order 558 595 635 673 6-4
14, AES. o, 16 18 20 22 11-2
Social services 1
15. Education........cccoeeveueeeenn.. 2,232 2,300 2,381 2,499 3-8
16. Health and welfare 1,790 1,853 1,920 2,002 3-8
17. Social security (i) 3,295 3,945 3,738 3,820 51
Other services
18. Financial administration .. 219 225 220 212 - M
19. Common services .. 164 186 205 223 10-8
20. Miscellaneous services 57 65 80 95 185
21. Northern lreland 403 426 443 451 3-8
22. Nationalised industries etc.
capital expenditure 1,510 1,439 1,474 1,436 -1*7
23. Debt interest 2,051 2,050 2,050 2,025 —0-4
24. Relative price effect and
other adjustments 381 303 345 521
25. Contingency reserve : - 75 175
At 1969-70 outturn prices
Total 19,595 20,057 20,754 21,420 30

(1) At outturn prices—see Appendix Ill, paragraphs 7, 9 and 15

An analysis of the programmes by spending authority Is given for each
of the four years In Tables 3.1-3.4 on pages 64 to 67. These tables distinguish
those elements of expenditure to be Incurred by the Government (showing
Vote-financed expenditure separately from that financed from the National
Insurance Funds and other funds), by local authorities, and by public
corporations, Including, Iin addition to the nationalised Industries, the broad-
casting authorities, the new town corporations, and a number of other

Individual bodies.



21. The totals of the expenditure of those three groups of spending
authorities are planned to move as shown In the following table which also
distinguishes capital and current expenditure: (®

PUBLIC EXPEINDrrURE BY SPENDING AUTHORITY, DISTINGUISHING
CURRENT AND CAPITAL EXPENDITURE: 1968-69 TO 1971-72
TABLE 15

Average
1968-69 1969-70 1970-71 1971-72 annual
percentage
£m £m £m £m INncrease
provisional estimate  estimate  estimate
outturn
At 1969 Survey prices
central government 10,719 11,215 11,557 11,761 31
o f which— Current 9,444 9,769 10,021 10,107 2*3
Capital 1,275 1,446 1,536 1,654 91
local authorities 4,752 4,832 5,028 5,274 3-5
o f which— Current 3,027 3,140 3,244 3,376 37
Capital 1,725 1,692 1,784 1,898 32
public corporations
Capital 1,692 1,657 1,699 1,664 -0-6
Debt interest 2,051 2,050 2,050 2,025 -0-4
Relative price effect and other
adjustments .. 381 303 345 521
Contingency reserve 75 175
At 1969-70 outturn prices
Total .. 19,595 20,057 20,754 21,420 3-0

28. The growth of current expenditure by the Government Is mainly In
social security (partly because of recent increases In benefit, partly because
of Increased numbers), the National Health Service, and the universities; and
the growth In capital expenditure mainly In roads and transport, investment

grants, hospitals, offices, computer centres and other Government buildings,
and lending under the overseas aid programme.

29. Local authorities are responsible for the greater part of expenditure,

current and capitail, on local environmental services (96 per cent), law and
order (81 per cent), and housing (79 per cent)—"that Is, In nearly all the main
programmes In the environmental services group which, with an average
annual rate of Increase of 4.7 per cent (see Table 1.3), Is the major group
planned to grow most rapidly in the period. Within the social services group,
local authorities have the major part of expenditure In education (84 per
cent). These various services, together with roads, are also individually the
largest to be run by local authorities. Together they account for over 90 per

C?nt of local authorities’ expenditure, 40 per cent of It going on education
alone.

30. The figures quoted In Table 1.5 for the current expenditure of local
authorities differ from the figures of relevant expenditure on which rate

support grant Is paid in Great Britain In that the former Include some items

(® The aggregates of public expenditure and the individual programmes for each

year 1968-69 to 1971-72 are analysed In detail by economic category In tables 3.5 and 3.6
on pages 69 to 72.



(madnly rate fund contributions to council bouse rents) which do not come

within “ relevant expenditure ”, but exclude loan charges and some other
Items which do; moreover Table 1.5 covers Northern Ireland, wihich Is outside

the Great Britain rate support grant settlements. The total of Great Britain
relevant expenditure to attract rate support grant in 1969-70 and 1970-71 was
determined last winter. For 1971-72 the elements of local authority relevant
expenditure (other than loan charges) Which are included In the programmes
Imply, when brought together, a growth of 4 per cent In real terms above the
total which was accepted for 1970-71 under the 1968 rate support grant settle-
ment(®). This Is the rate of Increase which the Government will regard as an
acceptable basis for Ithe next rate support grant determination; and they
consider ‘that the resources available to local authorities after such a deter-
mination will enable them to achieve the programmes which are embodied In
this White Paper, Including as the largest among them the education
programme

Capital expenditure by the nationalised industries reflects the chang-
The
programme Is that of the Po
meet the rapid increase In demand for telecommunications services. The capital
expenditure of the industries as a whole Is expected to fall slightly between
1968-69 and 1971-72 as a result of a substantial reduction In capital expendi-
ture by the electricity industry, which will more than offset rising expenditure

by other industries.

Public expenditure in 1972-73 and 1973-74

The Government have not yet taken decisions on the levels for indi-
planning

basis that the total of public expenditure will grow broadly in line with the

forecast growth of the economy as a whole. In table 1.6 there are

shown provisional allocations among the programmes of a total of public

expenditure which rises by about 31 per cent in both years. Decisions on the

programmes will be made In due course by the Government at the time and

will be laid before Parliament.

33 All the figures In table 1.6 are provisional, and the margins of esti-
mation vary from one programme to another. The allocation made to the
Defence Budget on this basis of £2.070 million in 1972-73 is simply carried for-
ward at the same level for 1973-74. For Overseas Ald, as further steps towards
the UNCTAD target (), the Government have aimounced a programme total-
ling £270 million for 1972-73 and £305 million for 1973-74. For a number
of programmes Information Is necessarily incomplete at this stage: the Tech-
nological Services programme cannot be settled until much nearer the time
because new technological projects may come forward In the meanwnhile
which should be considered for places In the programme. The amounts
to be spent on other assistance to employment and industry will be affected by

the course of private Investment attracting investment grants; and dec”ions
. . £ «:1 Kp In snrnftssive annual Farm

For an explanation of the financial arrangements between the Government and
local authorities see Appendix I.
See 2.3, paragraph 4.



Price Reviews. Environmental and social services, except social security,
Involve large expenditures by local authorities whose own decisions may

affect the amounts to be spent and their distribution between programmes.
The course of expenditure on social security will be mainly determined by the

extent of upratings.

PUBLIC EXPENDITURE BY PROGRAMME:
PROVISIONAL ALLOCATION, 1972-73 AND 1973-74 (1)

TABLE 1.6 £ million
1972-73 1973-74
provisional provisional
allocation (i)  allocation (1)
At 1969 Survey prices
Defence and external relations .
1 Defence Budget 2,070 2,070 ()
2. Other Military d € FEN C e v, 20 29
3. OVEISEAS QIO (111 vveveeeeeeeeeeeeeeeee et eeee et e e e e e e 270 305
4. Other overseas services 125 125
Commerce and industry
5. Technological SErViCesS....ccoviiiee i, 190 170
6. Other assistance to employment and industry 920 900
7. Research Councils, etc. 115 115
8. Agriculture, fisheries and forestry ..o 445 450
Environmental services
9. Roads and public lighting ~ .oceeeeieeeee, 830 370
10, TFANSPON T eieieieeeeeee ettt e et ettt e et e e er e e e, 240 245
11 Housing 5 ) 1,260 1,290
12. Local environmental services 830 860
13. Law and order 700 730
14. Arts - 25 25
Soclal services
15. Education . 2,550 2,600
16. Health and welfare 2,070 2,120
17. Social security (iii) 3,920 4,060
Other services
18. Financial administration 215 210
19. Common services .. 245 260
20. Miscellaneous services 80 30
21, Northern Ireland 465 480
22. Nationalised industries, etc. capital expenditure 1,570 1,640
23. Debt interest (1V)....cccccccvvvvvvnnnnnnn, 2,000 2.000
24. Relative price effect and other adjustments (v) 665 820
25. Contingency reserve 350 500
At 1969-70 outturn prices
22,170 22,950

(1) See paragraphs 32 and 33 as to the provisional status of the figures in relation to
iIndividual programmes, and In particular their relation to eventual decisions on the
programmes by Government and their consideration by Parliament

(1) The provisional allocation to this programme of £2,070 million for 1972-73 is
simply carried forward at the same level in 1973-74.

111) At outturn prices—see Appendix Il1, paragraphs 7, 9 and 15. | |
Iv) The forward figures of debt Interest involve the neutral assumption that interest
rates continue at their present levels; this is not, of course, a forecast. Allowance I1s made

for some reduction in the volume of debt and for the refunding of current debt.
(v) See Appendix Ill, paragraphs 11 to 14

34. Renewed growth in capital expenditure by the nationalised industries
Is likely In 1972-73 and 1973-74 following four years in which there will
have been little change In the total of this expenditure. In a num'ber of
programmes, for Instance telecommunications, there will be continuing

Increases, and the level of capital expenditure by the electricity industry will
begin to rise again.



35. Decisions on the pattern of expenditiure in 1972-73 wiU be taken In
next year’s annual review and embodied In the White Paper for that year.
At that time provisional allocations will again be made for 1973-74. and for
a further year 1974-75. As the programmes are rolled forward In this way

each year, and as calls are made on the contingency reserve, changes are to
be expected In tlie individual totals.
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PART 2: THE INDIVIDUAL PROGRAMMES

Part 1 of this White Paper was concerned with the general prospect for
public expenditure. This Part supplements the broad analysis with more
detalled explanation relating to the individual programmes. A number of
suggestions put forward by the Select Committee on Procedure In their
recent Report have been itaken Iinto account.

DEFENCE BUDGET

£ million
TABLE 21 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
Defence Budget . . 2,291-7 2,252-0 2,211-4 2,160-8
1 In the period up to 1972 defence expenditure Is being reduced as a

result of the Ipolicy changes which have been reported .to Parliament In the
annual Statements on Defence Estimates. The most important of (these changes
are the reduction of defence commitments East of Suez and the winding up of
military bases In South East Asia and the Persian Gulf. The savings In
defence expenditure which will be achieved In consequence will not attain
their full extent until 1972-73, but the targets which have now been set for
the earlier years—1970-71 and 1971-72—reflect continuous efforts to ensure
that the new defence policy Is carried out In the most efficient and econo-
mical manner possible. Thus It has been found possible to reduce expendi-
ture at a quicker rate than was envisaged In January 1968 when the current
policy was announced (Cmnd. 3515). In particular the target for the Defence
Budget Iin 1970-71 1s £7/6 million less than the estimate made In February
1969 (Cmnd. 3936). Detailed information about the Defence Budget for
1970-71 and developments In defence plans will be reported to Parliament In
the 1970 Statement on Defence Estimates.

OTHER MILITARY DEFENCE

£ million
TABLE 2.2 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
(f) Militarya 1d ......................... 14-5
b) Allied services 790
(

(c) United States military aircraft
(Ig Purchases.........ccocoeennne,

(1) Repayments
(d) Other (1)

Total



Military aid

1 This heading covers the provision of training courses In the United
Kingdom for the service personnel of other countries, the provision of British
service training teams on loan or secondment to developing countries (mainly
members of the Commonwealth) and in some cases the cost of capital equip-
ment, although this type of expenditure Is being run down. A small amount
of police training particularly In South East Asia Is also Included.

Allied services

2. Under this heading the main items are zccommodation for head-

quarters staff, superannuation for civilian staff, stationery and recruitment
publicity.

United States military aircraft

3. Delivery of these aircraft will be completed during 1969-70 but sup-
port costs and final settlements will extend through 1970-71 into 1971-72(0.

OVERSEAS AID

£ million
TABLE 2.3 at outturn prices (i)
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
(a) Aid programme 1990 2050 205-0 .
(b) Other overseas aid 9-5 21-9 30-1 J- 2510
(c) Total Government expenditure
on overseas aid 208-5 226-9 235-1 251-0
(d) Of which, aid which does not
count towardsthe UNCTAD
(i) target..ee.... 2-8 7-5 7-5 60
(e) Total Government expenditure
on overseas aid counting to-
wards the UNCTAD (ii)
target (line(c) minus(d)) .. 205-7 219-4 227-6 2450
(/) Other net Investment by the
Commonwealth  Develop-
ment Corporation (1ii) -2-5 -2-8 -1-2
(g) Total public expenditure on
overseas aid (line (c) and line
(0 ) i, 206-0 224-1 233-9 251-0

(1) See Appendix Ill, paragraphs 7 and 15,

(11) United Nations Conference onjTrade and Development—see paragraph 4 below,
(1) Difference between Government loans to the CDC from the aid programm

the Investment by the CDC,

The treatment of the payments In respect of these aircraft is as follows:

(@) Progress payments In respect of the purchase and associated research and de-
velopment costs are included in line c(i); they constitute the public expenditure
cost as defined in the national accounts. The United States Credits from which

they are financed are treated as receipts in the national accounts.

(b) Repayments of the Credits are charged to the Defence Budget when they occur;
but since to include both these and the progress

expenditure would Involve double counting, the former are offset by ~ual but

negative entries in line c(if). Similarly payments of Interests on the Credits, which
are charg” to the Defence Budget and are also included within the overall total
of debt Interest, are offset by a negative entry in line c(i).

ayments In the total of public



Since 1967-68 there has been a basic aid programme of £205 million
a year In cash terms (l.e. without adjustment for changes In money values)
covering normal multilateral and bilateral aid and technical assistance. Some
special 1tems of aid expenditure have been undertaken separately In addi-
tion to this programme.

2. Within the basic programme multilateral aid consists of contributions
to the International Development Association, the United Nations Develop-
ment Programme and other Institutions such as the United Nations Children’s
Fund, the World Food Programme and the Regional Development Banks
for Asia, Africa and Latin America. Bilateral aid by way of grants and loans
goes mainly to Commonwealth countries and takes a variety of forms iIn-
cluding aid for development projects, assistance towards a general import
programme, balance of payments support (sometimes including debt relief)
and, for a few countries and on a declining scale, budgetary aid to maintain
minimum services. Technical assistance Is given to a great many developing
countries In the form of skilled people to fill executive and advisory appoint-
ments, and also by way of consultancies and research and training In the
United Kingdom and overseas. As opportunity offers Government policy Is
to increase the proportion of aid given multilaterally and in the form of tech-
nical assistance. For 1970-71 planned expenditure within the basic aid pro-

gramme Is as follows:—
Bilateral grants and loans

Commonwealth and Dependencies £102 million
Foreign £12 million
Multilateral contributions million
Technical assistance million
Commonwealth Development Corporation million
Contingency reserve million

The figures shown above for the Commonwealth Development Corporation
represent gross advances by “fthe Ministry of Overseas Development. An
adjustment, which may be positive or negative, Is made (see line (f) in Table
2.3) to take account of the Corporation’s net investment with other funds and

thus to show the effect of its transactions as a whole on United Kingdom
resources.

3. Of the special items additional to the basic aid programme the
largest 1s the £75 million of economic aid to Singapore and Malaysia which Is
being provided over five years from 1968-69 to mitigate the effects of the
United Kingdom military withdrawal. There is also provision for an extra £7
million annually for three years ending in 1971-72 towards the increased United
Kingdom contribution to the Second Replenishment of the funds of the Inter-
national Development Association, and three annual contributions of £6
million from 1968 under the Rome Food Aid Convention.

4. In 1968 the Government joined with the governments of other Western
countries who provide aid In accepting a recommendation of the Second
United Nations Conference on Trade and Development (UNCTAD) that
developed countries should endeavour to reach a target of 1 per cent of gross
national product at market prices for financial flows to developing countries
comprising Governmental aid, private Investment and guaranteed export
credits, all net of capital repayments. No date for implementation was given



and the United Kingdom’s acceptance of the recommendation was subject to
balance of payments considerations. All of the present overseas aid expenditure
counts towairds the tareet excent thrt nart nf _a

Malaysia which may be used to purchase defence equipment.

5. The basic programme of £205 million a year and the additional items
will continue In 1969-70 and 1970-71, producing total aid expenditure of
£226.9 million and £235.1 million In casih terms In these years, of which
£219.4 million and £227.6 million (gross) Is expected to count towards the
UNCTAD target. For 1971-72, in order to make a move towards that target,
the Government have decided to Increase gross ald expenditure counting
towards 1t to £245 million in cash terms, and total aid expenditure accordingly
to £251 million. From that year aid expenditure will be treated as one compre-
hensive programme, providing for all items of development assistance.

OTHER OVERSEAS SERVICES

£ million
TABLE 2.4 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
Overseas representation 60-0 61-2 ol-4 62-9
Overseas Information 28-3 30-7 30-2 29-6
Other external relations 39-5 35-3 32-4 32-7
Total.oeeeeeiiiiinnn, 127-8 127-2 124-0 125-2

The expenditure on “ Other Overseas Services ” shows no significant

trend from 1969-70. Part of the expenditure Is governed by international
commitments and the Report of the Duncan Committee(”), whose recommen-
dations are under consideration by the Government, bears on the remainder.

Overseas representation

Almost all of this expenditure Is required to meet the cost of the
Diplomatic Service, its accommodation and associated expenses In represent-

Ing British Interests internationally.

Overseas Information

This covers three main elements.

(a) Britisih Council expenditure to promote a wider knowledge of the
United Kingdom and the English language abroad and to develop
closer cultural relations between the United Kingdom and other
countries. (Another part of the Council’s expenditure Is shown In Table

2.3, Overseas aid.)

(b) The cost of the B.B.C.’s External Services and associated expenditure
Involved In broadcasting news and views to other countries; and

(c) The cost of staff at posts overseas involved In political and commercial
otiH of ttip cnnnnrtina services of the Central Office

Information
Overseas Representation 1968-69 (Cmnd

32



Other external relaticHis

4. This expendi-lure mainily comprises mtemational oommitmen'ts
subscriptions, Including the United Kingdom’ assessed contributions tc
budgets of the United Nations Organisation and the Organisation

Economic Co-operation S |

TECHNOLOGICAL SERVICES

£ million
TABLE 25 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
Category I:
Technological support programme
(I—Bleadquarters (civil) - and
overnment research an
development .. 67-4 71-0 70-9 06-8
Direct support for industrial
technoll?)gy 150 19-5 20.5 25-3
Total Category | 330 96-5 97-3 98-2
%a’hegory _III: ol
ther civil technology:
Aircraft projects and assistance.. 83-2 87-6 79-0 ?%%
Other oo, 18*7 17-6 35-1 a o
Allowance for new schemes 3-0 14-0 -
Total Category I o 101-9 108-2 128-1 109-0
Grand Total .. 189-9 204-7 225-6 207-2

The Ministry of Technology’s civil expenditure on technological ser-
vices Is divided Into two categories for the control of expenditure.

Category | covers activities which by their nature are amenable to some
flexibility in detailed financial management from year to year, and can thus
be programmed ahead with reasonable assurance within an overall alloca-

tion of finance.

Category Il covers major schemes of financial assistance to industry, and
certain exp>enditure of -the Atomic Energy Authority, which by their
nature are not amenable to flexibility in financial management, and for
which, subject to major changes In policy, finance has to be provided for
tine whole period of each project. Some general provision has also been
made for new projects.

Government research and developr

The Industrial research establishments work for Government depart-

ments, for other public authorities and In support of industry. The total net
expenditure of the multi-purpose establishments (the National Physical Lab-
oratory, National Engineering Laboratory and Warren Spring Laboratory) Is
expected to remain at its present level. A small increase may be expected at
the other, more specialised, establishments to meet growing demands upon



them. All the establishments are being encouraged to alter the balance of work
In favour of those programmes which are directly related to specific needs In
Industry,™ particularly work on repayment. A proportion of the cost of the
Ministry s aviation research and development establishments and of aerospace
research in Industry Is allocated to this heading because of the value of this
work to civil industry. Total net expenditure on civil research and develop-
ment by the Atomic Energy Authority will gradually decline. Within this

total, more work Is being done at the Authority’s establishments In support
of non-nuclear industry. Within the nuclear field the main emphasis IS now
on the fast reactor.

Industrial

3. Increasing provision Is planned for support of the engineering Indust-
ries and for productivity and information services, which benefit a wide range
of industries. The work of the National Research Development Corporation
on the exploitation of Inventions made In Government establish-
ments and by the Research Councils, and in helping to finance research and
development projects In industry, will be fully maintained. A ceiling has been
placed on the total of grants to the Industrial research associations; adjust-
ments of annual grants to Individual associations are being made within the
total In accordance with the priority of their needs as grant agreements come
up for reassessment.

Category 11

The heading “ Aircraft projects and assistance ” covers expenditure on
the development, proving and production of civil aircraft including the UK
share of the Concorde project. The heading “ Other ” Includes the UK con-
tribution to International space programmes; assistance to the shipbuilding
Industry; other major mdustrial support schemes; capital expenditure on
major reactor projects and trading and other expenditure of the Atomic Energy
Authority. Whilst a demand for new schemes can be foreseen, the precise
timing and scale of expenditure are uncertain.



OTHER ASSISTANCE TO EMPLOYMENT AND INDUSTRY
£ million

TABLE 2.6 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
Assistance to persons
Employment services 600 68-5 73-0 75-3
Redundancy Fund payments 52-0 41-3 37-1 37-1
Total.......coeeenre, 112-0 109-8 110-1 112-4
Promotion of local employment
(sross - ox o0 *x H5o-7 73-1 32-1 39-3
Loan repayments, rent and sales -17-2 -18-4 -23-2 -26-2
Net 38-5 54-7 59-5 63-1
Industrial Reorganisation
Corporation 340 46-0 34-0 18-0
Other specific grants and loans to
Industry (trade, exports, tourism.
etc.
’\)I ross .. . . oo 30-1 27-9 33-9 33-3
RepaymentsS......ccccoeeevvevnnnnnn. -18-1 -7 -4 -4-0 -0-5
Net e, 120 20-5 29-9 32-8
Investment Grants......................... 448-4 530-0 520-0 554-0
S.E. T.—Additional payments 52-9 21-2 8-1 M
Regional employment premiums 103-1 104-1 105-3 105-3
Board of Trade and Ministry of
Technology services 20-5 22-6 23-2 24-1
Assistance to the coal industry 29-9 31-8 27-8 18-8
Other 5-9 6-8 6-9 7-0
Grand total 857-2 953-5 024-8 936-6

Assistance to persons

Expenditure on employment services consists of the expenditure of
the Department of Employment and Productivity and the expenditure of local
authorities on services (including the youth employment service) for which the
Department makes grants. The main elements are Departmental admini-
strative costs (including employment exchanges. Government training centres
and the factory inspectorate), and training and rehabilitation schemes, and
services for the seriously disabled. Provision Is made In the programme for
the further development of the placing and advisory services, both for adults
and young persons; a higher level of assistance towards industrial training,
especially Iin development and iIntermediate areas; the continued expansion
of Government training centres (to about 13,000 places by the end of 1972-73);
and the introduction of an employment medical advisory service.

2. The estimates for the Redundancy Fund from 1969-70 onwards take
Into account the effect of the Redundancy Rebates Act 1969 In reducing the
rebates payable to employers from the Fund.

lotion of local employment

local
and grants by the Ministry of Technology to firms which provide additional



employment in the development areas, and the cost of the building of fac-
tories and development of industrial estates by the Ministry of Technology
Itself. Gross expenditure in 1969-70 Is expected to be £17.4 million higher
than In 1968-69. The demand for loan finance and {to a smaller extent) the
number of large projects going to the development areas have both increased.

Expenditure will continue to rise, largely as a result of the Government’s
decisions on assistance to the intermediate areas, but the Increase will be to

recelpts

Industrial Reorganisation Corporation

The functions of the Industrial Reorganisation Corporation (IRC) are
to promote Industrial reorganisation and development in the general Interest
of the economy. Its main sources of capital are loans from the National Loans
Fund and Public Dividend Capital from a Vote of the Ministry of Technology:
the Corporation pays interest on the former, and Is to make periodic payments

of dividend on the latter. The Corporation has made a first dividend pay-
ment of £750,000 gross for 1968-69.

Under the Industrial Reorganisation Corporation Act 1966, a limit of
£150 million was sot to the aggregate of the public funds available to the IRC.
The nature of the IRC’s operations, which include support for industrial
mergers, the outcome of which depends on the course of commercial nego-
tiations, makes 1t difificult to programme Its expenditure In advance. In the
longer run, the Corporation Is expected to rely heavily on revolving Its existing

capital as a means of re-financing itself, but it will take some years to build up
annual repayments.

For these reasons, the estimates In Table 2,6 of the annual phasing
of lending by the IRC are tentative. They show the final £18 million of the
£150 milhon made available by the Government imder existing legislation as
being lent In 1971-72. The Table does not anticipate future legislation by
showing any lending In excess of the £150 million. But the Government intend
to enable the IRC to maintain approximately its current level of operations
beyond that date, and to introduce legislation In due course to increase the
existing limit of £150 million. Decisions on the liming of the legislation, on
the increase In the limit and on the phasing of drawings against the new limit
will be taken nearer the time, In the light of the actual course of the IRC’s
financial operations. Any expenditure beyond the present £150 million ceiling
will be a claim on the contingency reserve.

Industry

.. This heading covers Board of Trade services on the promotion of
trade and exports, Including expenditure by the Tourist Boards set up under
the Development of Tourism Act 1969; expenditure on the new hotel loms
and grants scheme (which Is expected to rise to a peak of about £8.5 million
In 1971-72); grants to the British National Export Council; expenditure on

firQ* nd loans bv the National Film Finance Corporation. It also
I the years 1969 to 1971 to the aluminium
Ministry of Technology Is now responsible.

Investment grants

8. The figures Investment grants assume that paymel
will be in respect ~ four quarters’ Investment expenditure



standard rate of grant will remain at 20 per cent, and the development area
rate at 40 per cent. The figures take accoimt of the latest evidence on the
trend In capital investment by industry, the proportion of i1t that will be
eligible for Investment grant, and the proportion of It that will attract the
higher development area rate of grant. Forecasts of this expenditure have
been unavoidably uncertain as It depends not only on the way In which these
factors develop, but also on the timing of applications for grant. It Is now
clear that substantial additional grant expenditure will be required in 1969-70,
as compared with previous estimates, and the present figure for that year
Included In Table 2.6 allows for the further provision which, pending a final
appraisal, will be proposed In a Winter Supplementary Estimate.

9. It is also clear that some of these factors will require a higher level
of grant expenditure than had previously been forecast in 1970-71 and 1971-
72 also. One factor In this revision of estimates IS the experience gained as
to the proportion of industrial investment which iIs eligible for grant at the
national and Development Area rates of grant under the terms of the scheme.

Another 1s the higher rate of growth In certain categories of capital expendi-
ture. Allowance has now been made for these factors in the figures for 1970-71

and 1971-72, though the revised forecasts remain subject to variation.

10.  While the growth In productive Investment which the grant scheme
was designed to stimulate I1s to be welcomed, this additional grant expendi-
ture has entailed a substantial charge on the contingency reserve, which must
militate strongly against further measures to increase or accelerate the flow
of grant payments to Industry in present circumstances. In the longer term
account will have to be taken of current studies on the relative cost effective-

ness of +e scheme.

SET additional payments and regional employment premiums

11. The bulk of additional payments under the selective employment
tax (SET) arrangements and regional employment premiums are paid by the
Department of Employment and Productivity to qualifying private employers
In the development areas. A relatively small amount Is paid by other Depart-
ments to nationalised Iindustries In respect of those parts of their undertakings
which qualify In the development areas. SET additional payments are being
abolished with effect from 1 April 1970 but because payment Is made In
arrears some provision Is necessary In 1970-71 and, for belated claims, again

In 1971-72. The regional employment premium will continue to be paid.

Board of Trade and Ministry of Technology services

12.  The administrative expenses of the Board of Trade on their services
to Industry and trade, and those of the Ministry of Technology on investment
grants, promotion of local employment and some other services, come under
this heading.

Assistance to coal industry.

13.  Under the Coal Industry Act 1967 measures to alleviate social hard-
ship are due to end In March 1971, although some expenditure will spill
over Into 1972 and 1973. It was announced In the Queen’s Speech that a Bill
will be introduced to continue after March 1971 the Government’s powers
under the 1967 Act. The estimate of £18.8 million for 1971-72 In Table 2.6
takes account of this new commitment.



RESEARCH COUNCILS, ETC.

. £ million
TABLE in at 1969 Survey prices

1968-69

. . 1969-70 1970-71 1971-72
prg&/{aﬁﬂal estimate estimate estimate
(@) Research Councils (other than
Soclal Science) etc. 86-0 02-5 08-8 104-0
(b) Agricultural research, Scotland 2-4 2-1 3-0 3-3
(c) Social Science Research Councll 16 2-4 3-3 | 4-0
Total.......i 90-0 O7*6 105-1 111-3

The Council for Scientific Policy advises the Secretary of State for
Education and Science on the allocation of money for the “science budget
to the respective votes of the Agricultural, Medical, Natural Environment
and Science Research Councils and for the British Museum “Natural His-
tory), for Grants and Services for Science and for the Documentation Process-
Ing Centre. The distribution i1s shown In the following table (excluding 1971-
72, for which a breakdown cannot be given until a decision has been taken iIn
the light of the advice of the Council for Scientific Policy on the proposals of
the Research Councils etc. for that year):

£ million

TABLE 2.7a at 1969 Survey prices

I8 196970 197071

P outturn estimate allocation
Agricultural Research Council (ARC) .. 14-1 14-7 15-5
Medical Research Council (MRC) _ X 16-1 17-1 18-5
Natural Environment Research Council (NERC) 9-7 11-7 130
Science Research Council (SRC) 43-5 45-8 47-9
Natural History Museum(i) 1-2 1-2 1-9
Science Grants and Services i 1-3 1"5 w2

Documentation Processing Centre 0-1 0-3

Total * 86-0 02-5(11) 08-8

1) Includes provision for major building. o _
I1) Includes an unallocated price adjustment of £0.2 million for selective employment tax.

The Councils are responsible for encouraging and supporting funda-
mental and applied research m their own establishments, m units wnicn tney
suppiort at universities, and by bodies to which they make grants. They sup-
port university research by grants to research workers and by awards to post-
graduates for research training and for advanced courses In science and tech-
nology. Grants for scientific purposes, Including international fellowships,
are given to the Royal Society and to the Royal Society, Edinburgh.

3. The science budget also covers subscriptions to international scientific

bodies. In 1969-70 these amount to £12.2 milhon. The Science Research Coun-
cil 1s responsible for United Kingdom contributions to the European Space



Research Organisation (ESRO), the European Organisation for Nuclear Re-

search (CERN) and to the NATO Scientific Research and Training Pro-
gramme; the Medical Research Council for the contribution to the Inter-

national Agency for Research on Cancer; and the Department of Education
and Science for that to the European Molecular Biology Conference.

4.  The main fields of research covered by the Councils are plants, ani-
mals, food and agricultural engineering (ARC); biological, clinical and tropi-

cal medicine research (MRC); geology, hydrology, oceanography, marine bio-
logy. fisheries and conservation (NERC); astronomy, space and radio, nuclear

physics, engineering, chemistry and sciences not covered by the other Coun-
cils (SRQ. The Coimcil for Sdentific Policy and the individual Coimcils have
encouraged research which brings economic benefit, though this iIs seldom
Immediate; for example, research relating to animals and crops; minerals;

and polymers and enzymes.

5. Within the field of agricultural research a number of Institutes In
Scotland are financed separately on Scottish votes although their programmes
of research are co-ordinated with the Agricultural Research Council.

6. The Social Science Research Council, which receives its funds after
direct negotiation with the Department of Education and Science, supports
research in economic and social matters including management and industrial

relations, statistics, psychology and social administration.

AGRICULTURE, FISHERIES AND FORESTRY

£ million
TABLE 2.8 at 1969 Survey prices
190869 196970 197071 1971-72
P outturn estimate estimate estimate
Agricultural support 263-7 317-0 326-0 327-0
Other assistance to agriculture 51”8 54-3 53-2 59-5
FISNErieS e, 8-8 10-2 10-5 10-2
Forestry 30-5 39-2 42-5 45-1
Total .. . . 360-8 420-7 432-2 441-8

1 Table 2.8 above covers most of the expenditure of the Ministry of
Agriculture, Fisheries and Food (MAFF) and the Department of Agricul-
ture and Fisheries for Scotland (DAFS) along with that of the Forestry Com-
mission and some minor items of other Departments and local authorities.

Agricultural support

2. This expenditure covers the implementation of the price guarantees,
the provision of grants and subsidies to farmers, and the associated admini-
strative costs. There are special difficulties about forecasting the future cost
of agricultural support. The levels of the guarantees and subsidies wUl be
affected by changes made at future Farm Price Reviews. But, even If there
were no changes In guaranteed prices, the cost of implementing the guarantees
would be liable to marked variations according to the levels of supply and of



market prices. The figures for agricultural support have therefore been pre-

pared on the following conventional basis, and do not attempt to predict future
variations.

3. The figures for 1969-70 correspond to the Estimates for the year as
submitted to Parliament before the 1969 Price Review, adjusted to take
account of the estimated effect of that Review In that financial year. The
figures for 1970-71 and subsequent years take account of the estimated full-
year effects of the 1969 Price Review but, in most other respects, project an
unchanged figure for agricultural support. In practice, the cost of agricultural

support may result an ‘higher or lower expenditure than the figures in Table
2.8, depending on the factors described above.

Other assistance to Niculture

This includes the bulk of the remainder of the expenditure of MAFF
and DAFS on agricultural and horticultural services, and administrative costs;
It Includes the advisory services. Here again, as with agricultural support,
some expenditure has been estimated on a conventional basis with no attempt
to predict future variations, e.g. stabilising payments to the bacon curing
Industry, animal disease compensation, payments under the Anglo-Irish Free
Trade Agreement. The iIncrease over the forecast period Is due mainly to the
development of policies under the Agriculture Act 1967 In respect of farm
amalgamations and rural development policy, and to the modernisation of
wholesale horticultural markets.

Fisheries

reflects the higher level of support for the industaw
authorised by the Sea Fisheries Act 1968. The a
from year to year cannot, however, be forecast with accuracy because it
depends on operating results and In the case of the inshore fleet on decisions
taken by Ministers in an annual review. As part of the Government’s support
policy for the iIndustry provision has also been made for a higher level of
expenditure on grants and loans for vessels and equipment.

Forestry
The estimate covers support for iprivate and state forestry. The period

will see an expansion In the Forestry Commission’s planting programme.
particularly in Scotland.



ROADS AND PUBLIC LIGHTING

£ million
TABLE 2.9 at 1969 Survey prices
prlo?/?gi-c?r?al 1969-70 1970-71 1971-72
outturn estimate estimate estimate
New construction and improvements 00 2o N—— R
Major roads
Other roads .. o0™3 43*2 46*1 50-1
Other expenditure N
(including lighting) 18*1 21*2 259 29-5
Total 37TM 406*4 449-5 494*9
e 55-8 52*8 56-7 610
Major roads - -
Ot hJe Ir roads 105*4 98*0 1063 116*1
Other expenditure
(including lighting) 21*3 21*9 23-1 27-0
Total 182*5 172*7 186-1 204*1
Administration
Central government
administration .. 4*3 40 4*2 4’;3
|_ocal authority administration 36*0 29*1 335 36*7
Selective Employment Tax paid
by local authorities 163 1741 17-4 1738
Grand total .. 610*2 629*3 690*7 7/57*8

1 Table 2.9 covers expenditure by the Government and by local authori-
ties. Government wholly finance the construction, improvement, maintenance
and lighting of trunk roads (motorways and all-purpose roads) and make
specific grants (normally 75 per cent) towards the cost of constructing and
Improving principal roads. All other expenditure (including maintenance and
lighting of principal and non-principal roads, as well as improvement of non-
principal roads) Is a local responsibility.

2. The number of vehicles using the roads continues to rise by about 5 per
cent every year and It Is estimated that by the end of 1971-72 nearly half the
5,400 miles of trunk roads will be very heavily loaded. Urban traffic is also
steadily Increasing. These factors call for an expanding programme of road

expenditure.

3. Continuing Improvements to routes which carry the bulk of the traffic

and the relief of urban congestion are essential to promote the economic and
social well-being not only of the individual regions but of the country as a

whole.

4. The planning, design and construction of major road schemes can take
seven years or more so that decisions on policy are of a long-term nature.
Current land use and transportation studies will establish the framework for
future public Investment In urban road and traffic management schemes. The
Green Paper “ Roads for the Future,” published in March 1969, with Its new
approach to inter-urban road planning, seeks to establish guidelines into the
1980s. Similarly, in Scotland and Wales future plans have been drav/n up after



consul'lalion warn ‘tire miterests aflected. giving emphasis to the importance ol
roads In promoting regional development—see “ The Scottish Economy

&965-70” (Cmnd. 2864), “ Scottish Roads In the 19/0s” (Cmnd. 3953) anc
Wales, The Way Ahead ” (Cmnd. 3334).

Other expenditure Includes provision for research and development
which will reflect the expansion of work on road building and the greater
emphasis being put on road trafiBc and transportation. More use will be made
of extra-mural research contracts particularly with industry.

6. Local authority expenditure on Improvement and maintenance of
roads, lighting and car-parks Is expected to rise slightly as a result of some
relaxation of the restrictions imposed In 1968-69 and 1969-70. This expenditure
IS assisted through the rate support grant but iIs not directly subject to central
control.

TRANSPORT
£ million
TABLE 2.10 at 1969 Survey prices
prlo?ﬁsgi'fﬁal 1969-70  1970-71 1971-72
outturn estimate estimate estimate
Ministry of Transport, Scottish
Development Department and
Welsh Office: _
Support to nationalised indtostries 145-0 119-6 86-9 79-4
Other surface transport
Ports .. y oo 3 3M 36-1 40-3 4072
Bus fuel grants............cccceeunn... 10*1 20-4 21-4 21-4
New bus grants 1-7 5-2 8-4 8-4
Rural bus and ferry grants .. 0-4 1-2 2-3
Infrastructure expenditure 55 8-3 12-2 24-6
Other passenger transport 120 13-6 29-1 24-3
Miscellaneous transport
Services o _ 5-9 4-3 6-7 778
Departmental administration.. 10-1 11-2 11-4 11-8
Total 76-4 99-5 130-7 140-8
Board of Trade: _
Civil aviation services 23-2 25-8 30-4 31-3
Shipping services 6-1 -2-5 -4-4 -4-3
Grand total 250-7 242-4 243-6 247-2
1. Table 2.10 covers the main elements of Transport expenditure exclud-

Ing expenditure on roads, which Is covered in Table 2.9.

The largest element in the programme Is grants to British Rail for
maintenance of unremunerative railway passenger services. However, expel
ture of about £62 million In 1969 on these will be gradually reduced

measures are taken to increase operating efiSdency and to dose down sc
services which represent poor value for money. It Is also expected that there

will be some assumption of financial responsibility by local communities for
services which they wisin to maintain In their areas.



3. Another Government
grants which are being paid for a limited period as an incentive to the elimina-
tion by the Board of surplus track and signalling capacity. This surplus capa-
city cannot be eliminated overnight and a five-year programme has been
agreed, now well under way, for its gradual disposal. Again, these grants will

gradually taper away, from £15 million Iin 1969 to £5 million In 1973 after
which thev * 1 cease.

4. A similar system of tapering grants has been instituted In respect
jrofitable activities which the National Freight Corporation (NFC) tc
r from British Ralil relating to rail freight sundries. The Transoort J
1968 enables grants to be made to the NFC of up to £60 million In all <
their losses In this respect In the five years 1969 to 1973, and It IS In
to run down the grants from the opening level of £17 million to a fi
of that amount In 1973, If the losses have not been eliminated by then.

5. The main element of the Transport programme outside the nationalised
Industries Is port investment, which is put at about £40 million for each of the
years 1970-71 and 1971-72, based on estimates provided by individual port
authorities adjusted In the light of recent experience. In the longer term port
Investment will depend In the main on the policies of the proposed National
Port Authority announced In the White Paper on the Re-organisation of the
Ports (Cmnd. 3903). This Authority will control the major ports of the country
which handle about nine-tenths of the seaborne trade of the United Kingdom,
and will be responsible for reviewing the investment plans for these ports. But
this Is unlikely to affect the pattern of investment much before 1973-74.

6. The Government intend to continue their substantial support of bus
operators through the rebate of bus fuel duty, estimated at about £21” million
In 1970-71 and 1971-72. In addition bus operators are expected to receive
about £8”" million each year through the new bus grant scheme introduced by
the Government. Local authorities who make grants for rural bus and ferry
services will receive a 50 per cent contribution from the Government.

/. Other major expenditure on public transport will arise from the scheme
Introduced by the Government to allow grants to be paid to public authorities
In respect of expenditure on Infrastructure projects which assist the develop-
ment of urban passenger transport facilities. Expenditure for this purpose IS
likely to rise from about £5J million Iin 1968-69 to about £12 million in 1970-71
and to some £241 million in 1971-72. The Increase in these exnenditures reflentc
a growing appreciation of the important role of public transpoi
practical and acceptable solutions to urban transport problems.

3. From 1 January 1970 onwards the figures for “ other passenger trans-
port ” Include expenditure by the Greater London Council on London Trans-

port, which for earlier periods Is included with the capital expenditure of the
nationalised Industries (Table 2.22).

9. Expenditure on road safety and research is increasing and giving a
good return in social and economic terms. In particular road safety publicity

and road user training Is helping to maintain the improvement in road casualty
figures which occurred towards the end of 1967.

Civil aviation and shipping services cover expenditure at aerodromes
operated by the Board of Trade, on air navigation and miscellaneous services



provided by the Board, capital expenditure by local authorities at municipal

aerodromes. Board of Trade expenditure on shipping services and net loans to
the shipping Industry.

HOUSING
£ million
TABLE 211 at 1969 Survey prices
190809 196070 197071 1971-72
P outturn estimate estimate estimate

Investment and Improvements In-

cluding 3rants to the private

sector and mortgage lending (net) 862-2 802-7 828-3 862-4
Subsidies 232-7 270-0 312-8 3394

Total 1.094-9 1,072-7 1,14M 1,201-8

The figures In Table 211 are broken down Into Investment in new
dwellings together with improvements and net mortgage lending on the one
hand and subsidies on tine other. The estimates of expenditure on housing In-
vestment In the public sector and improvement grants and mortgage ad-
vances to the private sector reflect action taken to Increase or improve the
housing stock both public and private. The figures for subsidies do not bear
a similar relationship to work done In the years In question, though they
are an essential feature of housing policies. These latter figures, as well as
those for mortgage advances, are on an outturn price because of the
problems which arise In adjusting them to constant prices. O

Investment and unprovwnents

2. The larger element In these figures represents the capital expenditure
(mainly financed out of borrowing) on public sector housing by local authori-
ties and new town corporations. It embraces new house building, the acquisi-

tion of slums for clearance or old houses for improvement, and improvements
siv.trvr “hoiisine stock. A smaller dement consists of pal

Improvement grants to the private sector.

3. There will be some shift of emphasis from new construction to the re-
habilitation of older houses following the Housing Act of 1969. In England,
the 135 priority authorities with the worst housing problems of over-crowding
and slum clearance will continue to be allowed to build to capacity, and else-
where priority will be given to the replacement of slums, overspill and hous-
Ing for old people. In Scotland and Wales provision has been made to meet
the continuing need for new houses to replace slums, to provide for economic
growth, and to overcome local shortages and maldistribution of the existing

housing stock.
4 The estimates also Include the net cost (after taking account of repay-
ments received by local authorities In discharge of previous loans) of mort-

gage lending by local authorities to private persons and housing associations
New advances by local authorities in 1969-70 will be at the £55 million level

for England and Wales announced In July 1969 and the same figure has been

(3) See Appendix Ill, paragraph 7
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Included In the 1971-72 estimate; this item, however, can be varied more
readily than others and the Government have already announced (that the ceil-
Ing on new advances by local authorities in 1970-71 will be increased by
£45 million: the figures take this into account.

Subsidies

S. The subsidy figures In these estimates comprise two elements. The first,
and larger, represents subsidy payments by the central government to local
authorities. These payments are made under a series of Acts, the most recent
of which Is the Housing Subsidies Act 1967. Under this Act (and the equiva-
lent legislation in Scotland) subsidies are directed towards the cost of interest
on loans raised by local authorities to finance approved building programmes
and are designed to bridge the gap between a 4 per cent Interest rate and
representative actual rates of interest. The smaller element consists of contri-
butions from the local authorities’ General Rate Funds to lower the level of

rents charged.

LOCAL ENVIRONMENTAL SERVICES

£ million
TABLE 2.12 at 1969 Survey prices
190889 106970 197071 1971-72
P outturn estimate estimate estimate
Capital expenditure; |
Public health and avoidance of
pollution 214-2 221-3 232-3 251-3
Improvement of the environment
and local facilities 101-8 107-5 108-1 109-0
New towns, industrial and com-
mercial development, etc. 14-1 27-7 29-8 29-8
Total 330 1 356-5 370-2 390-1
Current expenditure:
All services ., 363-1 385-0 398-5 406-7
Grand total 693-2 741-5 768-7 796-8

1 The heading ‘local environmental services’ covers a wide variety of
services which are almost entirely the responsibility of local authorities. They
can be divided broadly into the three groups shown under ‘Capital expendi-
ture’ in the table above. In so far as capital expenditure by local authorities
IS financed by borrowing, it requires loan sanction from the central govern-
ment.

2. The first group, which covers basic and essential services, IS con-
cerned with public health and the reduction or removal of pollution. It In-
cludes water supply, sewerage and refuse disposal, miscellaneous public health
expenditure and clean air policy. The pressure for increased expenditure on
these services Is considerable. Industrial growth, Increase In population and
Improved standards of living create an inescapable and rapidly rising demand
for water, sewerage and refuse disposal. As the scale of these services Increases,
the technical problems also increase and they become more costly. For In-



slaliuc, LLCIi«iug uemanu lor waxer involves getting supplies from less acces-
sible sources. It also Involves a higher standard of purification of the effluents

turn means that the replacement of over

_ _ sewage purification plant becomes Incxeas
Ingly urgent. On refuse disposal

for tipping requires Increased expenditﬁre on Incinerators, plant and vehicles.

3. The second group comprises a variety of services for the improve-
ment of the environment. It includes playing fields and swimming baths and
other recreational areas such as country parks, as well as expenditure on
town and country planning, which is primarily the redevelopment of central
urban areas but also the reclamation of derelict land. The administrative costs

local authorities, expenditure on local authority offices and on computers

0 come In here. Despite the strong case for expenditure on this group of

vices, they are generally less urgently required than the first group, and
expenditure on them Is expected In total to be kept roughly level In order
to allow room for the extra growth required for the first group.

The third group comprises direct expenditure by new town develop-
ment corporations mainly on industrial and commercial development. Other
public expenditure on new towns IS grouped with the main programmes
such as roads and housing (water and sewerage for new towns fall within the
first group of local environmental services). The figures for this group show
some growth as the work on the more recent of the new towns gathers momen-

Similar considerations apply to current expenditure. The figures here
are only an estimate of what local authorities in aggregate will spend and a
detalled sub-division Is not attempted.



LAW AND ORDER

£ million
TABLE 2.13 at 1969 Survey prices
rovisional 196970 197071 197172
outturn estimate estimate estimate
Capital expenditure: _
Home Departments’ services
(i) Police i, 21*0 25-7 28-1 32-8
(1) Prisons 90 10-5 12-5 17-2
(1i1) Probation and after care 0-5 0-3 0-3 0-4
(iv) Child care......ccccevereenee.n. 4* 4-2 5-5 6-0
(v) Fire services 9-5 10-6 11-2 11-8
(vi) Other services 0-3 3-9 51 3-5
Total .. oo oo oo 44-9 59-2 62-7 71-7
Law Courts, etC........ccovvrevvervennes 6-3 4-9 6-9 8-4
Total (capital expenditure) 51-2 60-1 69-6 80-1
Current expenditure:
Home Departments’ services:
(I Police 258-4 274-2 289-3 304-6
(11) Prisons 37-9 40-3 43-8 45-4
(111) Probation and after care.. O-8 11-4 12-1 12-9
(iv) Child care.. 54- 60-0 63-4 66-9
(v) Fire services 57-2 57-3 58-4 60-5
(vi) Other services 3-3 5-9 8-1 O-7
(Vil) DeCIJartmentaI
administration 10-3 11-3 12-4 12-8
Total .. X . . 431-8 460-4 487-5 512-8
Law Courts, etC..........cceevvvvvvvnnnnnn, 35-0 34-8 36-1 38-3
Legalaid ......cccooeeeeeennnnn, 12-6 12-7 13-3 14-0
Parliament and the Privy Council 6-5 6-8 6-9 7-0
Parliamentary election expenses 01 0-3 2-1 0-3
Selective employment tax paid
by local authorities 21-0 19-5 19-8 20-2
Total (current expenditure) 507-0 534-5 565-7 592-6
Grand total .. 558-2 594-6 635-3 672-7

1 Most expenditure on law and order services Is governed by social and
demographic considerations such as the levels of crime and traffic, the number
of prisoners, the needs of children In public care and the growth of fire risks
and In the Incidence of fires. The load which all these Impose Is increasing
and, despite improvements in methods, organisation and equipment, calls for
more expenditure, especially on staff in the services concerned. Most of the
expenditure Is incurred by local authorities; the central government contribute
by way of the rate support grant, and for certain services (notably the police)

by specific grants.
Police

2. The forecasts assume increases In police and civilian strengths (includ-
Ing traffic wardens).

Prisons

It Is assumed that the prison population will continue to rise (from
nearly 39,000 at the beginning of the period); that there will be a progressive



Increase ot statt to deal with the increased population and new estabhshments;
and that capital provision will be made for new prison places to relieve over-

crowding and to carry forward the long overdue modernisation of existing
prison buildings.

Probation and after-care

The estimated Increase In expenditure 1s mainly the result of an
expected increase in the number of probation officers. Provision Is also made
for an annual increase In the number of places In voluntary after-care hostels.

Child care

Expenditure arising from the implementation of the Children and
Young Persons Act 1969 will be first felt in 1970-71. Provision 1s made for
Increases in the number of children cared for, in staff, and in the costs of main-
taining children in residential establishments.

Fire services

Provision Is made for a moderate increase In the numbers of full-time
firemen together with proportionate increases in supporting civilian staffs.

COourts

Expenditure Is expected to rise because of the continuing increase In the
d the extension of the fixed penalty system(*). The
criminal leeal aid assume that the number of rasec
In which legal aid Is obtained will continue to rise.

Other services

Most of the Increase In expenditure Is attributable to the urban pro-
gramme, a new programme of expenditure on community services Iin areas of
special social need. This programme also provides the funds for the community
development project, which Is an experimental project to evaluate the social
and community services in a limited number of deprived areas and to consider
how to make these services more effective. Increases In expenditure also arise
from the criminal Injuries compensation scheme as a result of a continued rise
which Is expected In the number of applications.

Expenditure on the remaining services included under this heading, of
which the Women’s Royal Voluntary Service Is the largest, Is expected to
remain about the sa e.

(*) The projected expeoditure on law courts includes no extra provision for the imple-
mentation of the Report of the Royal Commission on Assizes and Quarter Sessions.
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ational Museums, Galleries and
Libraries(i) _
Staff, administration, etc.
Annual purchase grants (i) ..

Total

The Other Arts o _ _
Arts Council, British Film Insti-

tute and other grants  (iv) .. 8-G
National Theatre. South Bank .. 0-9
Total .. M 12-5
Grand Total .. 15*6 17-8 201 21-9

(1) This includes the National Central Library and excludes the British Museum

(Natural History) and Geological Museum which are included in Table 2-7.
(11) These figures are currently under review.

(111) Expenditure relating to Englsnd und Scotland on new buildings, maintenance and
running expenses, stationery, superannuation etc. Is included under the heading Common

Seryices_In . Table 2*19. . . HKe ] t> A
YIV) This alncludes grants to the British Institute of Recoréléd Soun%l, ?EHe Royal

Geographical Society, the Scottish Film Council, the Royal Scottish Geographical
Society and assistance to local museums In carrying out co-operative schemes.

1. The expenditure on the arts, rising from £15.6 million in 1968-69 to
£21.9 million In 1971-72, which Is shown In this table, excludes expenditure by
local authorities but includes the contribution of the Greater London Council
to the National Theatre referred to below.

2. The expenditure on the national museums, galleries and libraries allows
for the maintenance of and additions to the collections.

3. The grantto the Arts Council, which includes provision for the Scottish
and Welsh Arts Councils, has trebled between 1963-64 and 1969-70, thus
carrying out the Government’s declared policies(™) of sustaining the best In the
arts and of making the arts more widely available.

4.  The National Theatre Act 1969 raised to £3.75 million the Govern-
ment contribution towards the building of the National Theatre, on which work
has started. This will be matched by a similar contribution from the Greater
London Council, which has also provided the site. The figures In the table
show the expected joint expenditure on the project during the period to
1971-72.



EDUCATION

£ million
TABLE 2.15 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
Ca i’hal elxpenditure
chools .. 195-4
Further education 51-2 2%32
Teacher training .. 10-0 01
Universities ;e 19- 75-2
Youth service and sport %—3 1
L_ocal libraries 6-3 %.6
Total (capital .. 350-6 353-7 372-5
_ expenditure)
Current expenditure
Schools:
Primary 421-6 435-6 445-6 465-1
Secondary 471-4 486-7 503-6 58%—5
Other .. 121-5 126-6 131-0 133-3
Further education (i) 225-2 236-8 247- 2 253-9
B%g;il\(;gﬁsri 'Ere%"EiI)ng (i) 89-0 |IA-O 105-2 108-5
: .. 23] - 233- - -
Youth service and sport %63 %8—% 2%?—34 2(25%%1
Meals and milk (ir) 08-5 97-8 92-0 03-4
Other education .. 5-6 51 4-7 5-9
Administration .. 69- 71-5 74-1 76-6
L_ocal libraries 47-4 51-5 54-0 56-2
Selective employment tax paid
by local authorities .. 800 79-9 81-3 82-8
Total (current .. 1,881-6 1,946-5 2,008-4 2,087-7
expenditure)
Grand total - 2,232-2 2,300-2 2.380-9 2,498-8

_ 1(55)71T7h2ese Items Include expenditure on grants to students, forecast at over £120 million
IN -12.

(11) Despite rising numbers expenditure Is expected to fall between 1968-69 and
1971-72 because of the increase of 3d. Iin the charge for school meals from April 1970.

Table 2.15 above shows details of expenditure on education and local
library services In the period 1968-69 to 1971-72. In 1968-69 this expenditure
was over £2,200 million—equivalent to more than 6 per cent of the size of the
gross national product—and local authorities, with the help of rate support
grant, spent more than 80 per cent of It. These services employ well over one
million people, half of them teachers.

This expenditure covers the complete range of provision from nursery
education to computers for university research. The main determinant of the
growth In expenditure Is the Increase In numbers of pupils and students at
every level. Between 1968-69 and 1971-72 total numbers in schools will rise by
about 7 per cent—In primary schools by 6 per cent from 5.34 million to 5.66
million and In secondary schools by over 9 per cent from 3.33 million to 3.63
million. Expenditure incurred to meet these increases needs to be planned well
In advance: major decisions on educational expenditure generally have their
main effect on the education service in the period roughly four to eight years

later.
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3. There will be a further large increase In numbers In secondary schools
from the beginning of 1973 following the raising of the school leaving age. The
Government has authorised new building work worth £120 million for this
purpose. This and other capital expenditure on secondary schools will help
reorganisation on comprehensive lines.

4., Numbers of students (full-time equivalents) In further and higher
education as a whole, which embraces the range from part-time day release
courses to work at postgraduate level, are expected to rise by over 10 per cent
between 1968-69 and 1971-72. Universities and colleges of education and
further education will continue to expand accordingly. Between 1967 and
1971 the proportion of the age-group entering full-time and sandwich courses
In higher education Is expected to rise from 14 per cent to about 20 per cent.
This expansion and the corresponding contribution from part-time students

will Increase the flow of highly qualified manpower to the economy.

5. To maintain standards of provision for rising numbers current expendi-
ture on schools must rise over the period to 1971-72 by about 8 per cent and
on post-school education by rather more than 10 per cent. Table 2.15 shows
that current expenditure on primary and secondary schools Is expected to rise
by 11 per cent and on further and higher education by 15 per cent. Some
margin of expenditure Is therefore available for the improvement of standards.

6. In the schools, the number of qualified teachers available Is expected
to rise by 12 per cent between 1968-69 and 1971-72, nearly twice the rate of
Increase expected in the number of pupils. This will make possible a continued
reduction In the number of over-large classes, especially in primary schools, a
major objective of education policy. Resources will also continue to be made
avallable for the replacement of some old school and university buildings and
to improve facilities In colleges of education and further education, particu-

larly at the polytechnics.

/. The range of the education services will be widened when the Open
University’s first courses begin in January 1971. Nursery education in socially
deprived areas will benefit under the Urban Programme(®), and there will be a

steady growth In expenditure on sport, the youth service, adult education and
public libraries.

(®) See Section 2.13, paragraph 8.



HEALTH AND WELFARE

£ million
TABLE 2.16 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
Capital expenditure
Hospitals .. 121-7 127- 135-5 15]-
Family practitioner services 0-4 0-4 0-7 6—%
Community health and welfare
Services............ e 35-1 35-4 A4-1 41-7
Other central services and grants
departmental administration. 3-9 4-2
Total (capital expenditure) 161-1 167-8 174-6 198-6
Current expenditure
Hospitals .. | 037-3 975-2 1,011-3 1,048-1
Family practioner services 398-3 403-6 413-4 424-7
Community health and welfare
Services .. 200-7 220-6 232-3 240-9
Welfare foods 40-3 39-4 38-7 39-1
Other central services and grants
departmental administration . 29-8 29-5 32-0 32-9
Selective employment tax paid by
local authorities 16-9 17-3 17-7 180
Total (current expenditure) . 1,629-3 1,685-6 1,745-4 1,803-7
Grand total .. 1,790-4 1,853-4 1,920-0 2,002-3

About 60 per cent of this expenditure IS on hospitals, 22 per cent
on general practitioner services, 14 per cent on community health and welfare
services and 4 per cent on welfare foods and other services. This pattern will
broadly continue over the next five years. Expenditure at constant prices on

the service as a whole Is planned to Increase by about 3.5 per cent in 19/0-/71
over 1969-70 and 4.3 per cent in 1971-72 over 1970-71.

Hospital capital expenditure

Progress In replacing and modernising hospital buildings will continue
on the lines set out In the Hospital Building Programme (England and \Wales)
(Cmnd. 3000) and the Review of the Hospital Plan for Scotland (Cmnd.
2877). The programme Is Intended not only to match the movement and
Increase In population but also to tackle progressively the problem of obso-
lescence; the total number of beds available will not significantly increase.
Expenditure covers a wide range of schemes from small projects affecting
parts of hospitals, completed Iin a few weeks, to new hospitals, taking several
years to plan, build and bring into use. Maximum value for money Is sought
through control of costs and the setting of standards. Work on the intro-

duction of industrialised building techniques and the use of standard designs
IS being developed.

Hospital running costs

It IS expected that the numbers of In-patients treated will continue
to Increase at a rate of about 3 per cent per annum during the period, but



that this can be met without increase In the number of beds by improvements
In efficiency. The cost of the hospital services will continue to rise with the
Increasing use of drugs and supporting services such as pathology and X-rays,
the use of new forms of treatment, the provision of improved facilities, and
the need to devote more resources to hitherto deprived classes of patients,
particularly the mentally handicapped. The cost of staff represents about
/0 per cent of the total expenditure on running hospitals, and increased
automation and improved training and deployment will enable them to be
used to the best advantage. The numbers of highly trained and senior staff
to run the service are largely determined by decisions taken years before,
and the training arrangements will be directed to ensuring that the numbers
and quality of staff required In the late 1970s and the 1980s are available.
These aims can be achieved only through continuing attention to savings
which can be made by Increasing productivity, economy In the use of re-
sources and by Improved efficiency In organisation, management, and the
deployment of services.

services

4, This
ophthalmic services provided under the National Health Service. Expenditure

Is largely determined by the demand for treatment and the developing capacity
to meet It. Increased provision reflects small increases In the number of
doctors and dentists, improvements In their practice arrangements which
enable more and better treatment to be given, and the tendency for prescrip-
tion numbers to increase and for more effective, and usually dearer, drugs

to be developed.(0

Community health and welfare services

5. It IS expected that the main growth points In these local authority
services will be the building of health centres, which an increasing number
of general practitioners are using, and the development of those services
which particularly meet the needs of the mentally disordered, the elderly
and the handicapped. About half the capital expenditure under this heading
will continue to go to providing homes for the elderly.

O The dental and ophthalmic services would have cost more but for increased
charges for dentures and lenses introduced in August 1969.



SOCIAL SECURITY

£ million
TABLE 2.17 at outturn prices (i)
1968-69 1969-70 1970-71 1971-72
provisional  estimate estimate estimate
outturn
National insurance:
Retirement pensions 1,543-3 1,635 0 1,785-0 -
Sickness benefit .. 348-4 381-0 418-0 12%03)8
Unemployment benefit .. | 123-3 134-0 124-0 124-0
Other national insurance benefits 203-0 221-0 230-0 231-0
Industrial Injuries payments 103-6 107-0 113-0 114-0
War pensions _ 124-8 125-5 130-6 126-3
Supplementary benefits .* 428-9 467-0 457-0 466*0
Family allowances .. 297-1 342-0 346-0 352-0
Administration 122-7 132-9 134-6 145-8
Total y 3,295-1 3,545-4 3,738-2 3,820-1

(1) See Appendix Ill, paragraphs 7, 9 and 15.

The schemes of social security cash benefits make up the largest of
the public expenditure programmes. National insurance benefits (principally
retirement pensions) account for over two-thirds of total expenditure on these
schemes. The non-contributory schemes, financed wholly from general taxa-

tion and consisting of war pensions, supplementary benefits and family allow-
ances, make up the balance apart from administration.

2. Table 2.17 above shows, on the basis of existing benefit levels, the

estimated distribution of expenditure between the various benefits up to 1971-
72, compared with how It was distributed In 1968-69.

Demographic factors

3. At present there are 7.1 million retirement pensioners; by the end of
1972, because of Increasing numbers of old people, with a larger proportion
entitled to pension, and because of a continuing trend towards earlier retire-
ment, as well as lighter mortality, there are expected to be 7.6 million. At
present there are 6.9 million children for whom family allowances are pay-
able; by 1972 it 1s expected that there will be 7.3 million. In the field of
short-term benefits, allowance has had to be made for an underlying upward
trend In sickness benefit claims. For all these reasons there would, as Table
2.17 1llustrates, be a substantial increase In the future cost of social security
benefits even apart from changes In the levels of benefit.

Increases and Improvements

The Government’s policy Is to maintain the value of contributory
benefits and to do everything possible to ensure that pensioners and other
beneficiaries should continue to share In the nation’s rising living
standards. It Is not however practicable to forecast the exact date and amount
of future benefit increases, which have to be settled in the light of the circum-
stances at the time. The forecasts of social security expenditure in Table 2.17,
while taking full account of all the known demographic factors and of the
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new eamings-related scheme(™). are therefore purely illustrative so far as levels
of benefit are concerned. They Indicate how costs would rise even at existing
levels of benefit, and do not of course imply that benefits will stay at the same
level during the period under review.

5. Unlike the other major public exipenditure programmes a decision to
change the levels of social security benefit (as distinct from the fundamental
structure of the scheme) need only be taken a few months before the new
rate 1s payable. The rates can therefore be adjusted to take account of the
growth In national income and the developing needs of the community. But
Increased expenditure on socilal security benefits has to be met by higher
Insurance contributions and taxation raised from “the nation as a whole. The
extent to which 1t will be possible to make further real improvements in the
level of benefits, over and above expenditure required to take account of
price movements(”), therefore depends on the rate of growth of the national
wealth; and such improvements represent an important potential call on the

Contingency Reserve.

National Superannuation

6. The target for the Introduction of the new earnings related scheme Is
April 1972,

FINANCIAL ADMINISTRATION

£ million
TABLE 2.18 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
Tax and rate collection 167-5 168*6 171-1 173-3
Royal Mint (including decimalisa-
tion, etc.) .. o _ 8-8 15-9 10-4 1-4
Other financial administration, etc. 23-8 22-1 21-6 21-2
Post-war credits 18-8 18>0 17-0 16-0
Total 218-9 224-6 220-1 211*9

1 The estimates for 'tax and rate collection assume a continuation of exist-
Ing policies and make no provision for additional fiscal measures. More than
half of the total Is for the Inland Revenue, with smaller sums for Customs
and Excise, the Ministry of Transport and local authorities. The Increases are
mainly In respect of the estimated grovnh of existing work, and the progress
of automation, which will eventually yield savings. The estimates for the
Royal Mint provide for a new Mint at Llantrisant, which will eventually
replace the Tower Hill Mint. In addition, the forecasts from 1969-70 to 1971-
72 Include a sum of the order of £17 million for the production of the new
decimal coins. “Other financial administration, etc.” includes the expenses of
the Treasury, and of the Department for National Savings In administering the
National Savings Bank, National Savings Certificates and Premium Bonds.

® See Nataanal Superannuation and Social Insurance
(®) See Appendix 11, paragraph



COMMON SERVICES

£ million
TABLE 2.19 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
(@) Accommodation (Home):
(1) Capital expenditure 22-1 26-6 32-9 391
(1) General maintenance and
~running costs 63-1 77-0 83-8 85-1
(11) Rates on government pro- _
Perty e 37-0 J 38-7 39-2 39-7
Total 127-2 142-3 1559 1639
{b) Stationery Office (Home):
(jg Capital expenditure 11-5 14-4 20%1 24-6
(11) Supply of stationery, print-
Ing, etc. .. 24-9 26-9 28-71 30-9
(111) Repayments In respect of
computer purchases —31 -4-6 -8-6 -11*6
Total 33-3 36-7 40-2 43-9
(c) Home publicity services 6-7 8-6 10-2 10-0
Ed) Soclal SUTVeY ...cocovvveinnene, 1-0 1-0 1-0 1-1
e) Superannuation 74-9 79-2 79-9 83-7
Grand total 243-1 267-8 287-2 302-6
Less:
(/) Allied services (defence) (see
Table 2*2) -79-0 -81-4 -81-9 -79-5
Grand total net of (/).. 164-1 186-4 205-3 223-1
Accom (Ho

This covers expenditure by the Ministry of Public Building and Works
on accommodation occupied by Government Departments and expenditure on
rates (including contributions in lieu of rates) on Government property. The
largest part of the MPBW expenditure relates to office buildings, with smaller
provisions for Government training centres, scientific and research buildings
and building research and development work, museums and galleries and mis-
n~nanpoiis bnildinss such as the Roval Mint and the Stationery Office.

2. Three quarters of the total relates to current expenditure, including
rents, rates, maintenance, running costs of Government buildings and also
staff costs. As regards the rest, of the £39.1 million forecast for 1971-72 new
buildings account for £34.7 million. The iIncrease In capital expenditure Is
largely attributable to an iIncrease In expenditure on new building work,
mainly for computer centres and other office buildings. A considerable num-
ber of computer centre projects Is In hand. A programme to build nine
regional computer centres for the Inland Revenue was announced recently.
Besides providing a more efficient service this programme Is expected to save
eventually about 6,000 staff. Expenditure on other offices provides for schemes
to carry out the Government’s policy of dispersing staff from London, to
house additional staff and to replace accommodation which Is sub-standard

Oor uneconomic.



Stationery O (Ho

3. The figures show expenditure by the Stationery Office to meet the
requirements of Government Departments, together with the Stationery
Office’s administrative and other costs. The estimate of capital expenditure
IS based on known projects, and consists largely of provision for computers
and other office machinery for Government Departments. A deduction IS
shown for those computers which are purchased by the Stationery Office on

repayment by other Departments.

Home publicity services

4, This heading covers Central Office of Information home expenditure
and related Stationery Office expenditure which taken together reflect the
publicity needs of Government Departments. Provision of £10.2 million In

1970-71 allows for the publicity programme for decimalisation.

Social Survey
5. Provision is made for surveys carried out as an allied service to Gov-

ernment Departments.

Allied services (defence)

6. A total sum is offset for allied ser (defence) which appears
In Table 2.2 (“Other military defence”), line b.

MISCELLANEOUS SERVICES

£ million
TABLE 2.20 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
Records, registrations
surveys ) 200 21-4 22-1 29*4
Meteorological services 6-5 7-3 [-7 11-6
Civil defence | /-1 3-7 81 80
Land Commission (Land Acqul-
sition and Management Fund) 4-4 11-1 200 220
Royal Parks, historic buildings
and ancient monuments(i) .. 2-9 30 39 4-1
Other miscellaneous services .. 159 18-2 18 19-7
Total 56-8 65-3 799 94-8

(1) Provision for grants to owners of historic buildings and for contributions to the Redun
t Churches Fund is included at outturn prices, see Appendix Ill, paragraph 7.

cords, registrations and surveys

This Includes voted expenditure by the Land Registry, the Ordnance
Survey and other minor Departments, and includes provision of £6.4 million
In 1971-72 for the cost of the Census. Expenditure by local authorities IS

estimated at about £7 million per annum.



Meteorological services

The estimates include the United Kingdom’ contributions to the inter
national World Weather Watch programme. Provision has been made in 1971
72 for the purchase of a large computer, costing about £4 million.

Civil defence

3. This 1s based on the continuation of the policy of care and main-
tenance; the expenditure shown for 1969-70 is lower than In the other years
because It takes account of receipts from sales of certain stocks.

GHn (Land Acquisition and Management Fund)

4. The figures provide for substantia where it is
needed to relieve serious housing problems.

Royal parks, historic buildings and ancient monu

5. These figures cover expenditure by the Ministry of Public Building
and Works on the maintenance of Royal Parks and ancient monuments and
expenditure by the Ministry of Housing and Local Government and the Secre-
taries of State for Scotland and Wales on grants to owners of historic buildings.

Other miscellaneous services

This Includes expenditure by the Civil Service Department, the Cabl-
net OhSce, the National Economic Development Council, the Commission on
Industrial Relations and the National Board for Prices and Incomes; the sal-
aries and administrative costs of the Ministry of Posts and Telecommunica-
tions; War Damage payments; the Civil List; and annuities and pensions.

NORTHERN IRELAND

£ million
TABLE 221 at 1969 Survey prices
1968-69 1969-70 19/0-71 1971-72
provisional estimate estimate estimate
outturn
Northern Ireland .. 403-4 426-0 443-0 450-7

The public expenditure estimates for Northern Ireland which are
shown In Table 2.21 above have been prepared by the Northern Ireland De-
partments. The Northern Ireland Government Is responsible for the admini-
stration of these services and the expenditure Is not subject to detailed control
from Westminster. The bulk of the expenditure is met from Northern Ireland’s
assigned share of United Kingdom taxation, but this revenue Is supplemented
In particular cases under agreed arrangements. The level of expenditure on
these services Is In general determined on the basis of parity of services
between Northern Ireland and Great Britain. However, expenditure on assist-
ance to Industry and employment Is related to the level of unemployment
In Northern Ireland, which has been persistently much higher than In the

development areas of Great Britain.



2. The figures In table 2.21 represent public expenditure for which the
Northern Ireland Government Is responsible, and do not therefore include

expenditure on such items as defence and most agricultural support, which Is
contained In the relevant United Kingdom programmes. The figures include
the Increase In public expenditure in Northern Ireland announced In the Com-

munique Issued following discussions between the Home Secretary and the
Northern Ireland Government (Cmnd. 4178).

CAPITAL EXPENDITURE BY NATIONALISED INDUSTRIES, ETC.

£ million

TABLE 2.22 at 1969 Survey prices
1968-69 1969-70 1970-71 1971-72
provisional estimate estimate estimate
outturn
Expenditure onfixed assets 23678 4031 4686 4977
Post Office .. - - - -
National Coal Board 53-0 630 61-0 60-0
Electricity Council and Boards 500-0 436-5 370-0 335-0
North of Scotland Hydro-Electric
Board 7-9 8-/ 14-5 13-1
South of Scotland Electricity Board 61- 61-7 640 55-4
Gas Council and Boards .. 228-5 233-1 233 0 201-8
British Steel Corporation .. 69-0 105-0 135-0 180-0
British Overseas Airways Cor-
po r/\tion o0 X X o0 40-4 51-1 84-5 70-7
British European Airways 52-8 23-0 43-0 47-8
British Airports Authority.. 12-1 11-3 12-7 13-3
British Railways Board 84-0 75-0 77-0 80-5
London Transport Board 30-7 16-1
British Transport Docks Board 158 16-7 13-7 11-6
British Waterways Board .. 0-9 11 11 1-1
Transport Holding Company 20-6 0-5 0-9 1-2
National Freight Corporation 1-8 32-5 28-6 23-1
National Bus Company .. 2-3 13-5 15-8 15-2
Scottish Transport Group 1-5 41 3-7 3-6
Total expenditure on fixed assets
by nationalised Industries 1,556-0 1,558-5 1,627-1 1,611-7
Shortfall -100-0 -125-0 -1500
BBC, ITA, Covent Garden
Market Authority 14-8 20-6 199 21-6
Total expenditure on fixed assets 1,570-8 1,479-1 1,522-0 1,483-3
Sales of fixed assets -43-8 -36-0 -31-7 -27-1
Statistical adjustments(i) -11-5 -12-9 -12-5 -21-2
Total gross domestic fixed
capital formation 1,515-5 1,430-2 1,477-8 1,435-0
Other capital expenditure .. -5-5 8-4 -3-9 1-4
Total 1,510-0 1,438-6 1,473-9 1,436-4

(1) Deduction of certain central government capital grants to nationalised industries, and

of Post Office repayment services (included in local authorities capital expenditure), to avoid
double-counting.

1. The capital expenditure of the nationalised Industries has been rising
In the past decade and Is expected to continue at much the present level
from 1969-70 to 1971-72. An upward trend Is expected again thereafter. This
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overall pattern I1s the net result of a number of changes In the main
programmes.

Telecommunications

Demand for telecommunications both inland and overseas, requires a
high and rising level of investment throughout the period. The main objective

will continue to be the improvement of the quality of service. In addition to
the growth of traflBc and the connection of new customers, the capital pro-
gramme caters for further modernisation, the expansion of the data transmis-
sion service and measures to aid productivity. The estimates Include provision
for converting the few remaining manual telephone exchanges to automatic
working and extending subscriber trunk dialling (STD) to all customers.

Fuel

Investment by the fuel industries Is expected to decline until 1972-73.
Within this pattern the National Coal Board’s investment is likely to remain at

about present levels (subject to the development of its participation in oil and
gas exploration).

Electricity investment consists of a fairly steady rate of expenditure on
the distribution system and a variable element of expenditure on generation
and transmission. The latter iIs likely to go on falling until about 1972, while
demand for electricity in England and Wales moves into balance with the plant
expected to be available. The forecasts allow for ordering two new power
stations In 1970—Heysham In England and one In the West of Scotland. The

Government have recently approved the iInclusion of stations at Drax,
Sizewell, and the Isle of Grain, In the Central Electricity Generating Board’s
longer term programme. The case for starting a second station in England In
1970 will be reviewed early next year. The timing of later orders will be con-
sidered subsequently in the light of the demand forecasts and other relevant

factors.

The gas Industry’s expenditure Is directed to the rapid introduction of
natural gas through the establishment of a pipeline system for transmission of

the gas and the conversion of consumers’ equipment to use It: expenditure IS
expected to reach a peak in 1970-71 and to fall away gradually thereafter.

Steel

6. The British Steel Corporation’s investment plans for the long term are
still tentative and the estimates shown In Table 2.22 are preliminary figures.
Some Increase from the present level of expenditure seems likely In the next

few years.

Transport

/. The re-equipment of the two state airlines Is forecast to result in BEA’s
expenditure reaching a peak In 1971-72, and BOAC’s running at a high level

from 1970-71 onwards and rising to a peak at the end of the period.

The Investment of the other parts of the nationalised transport sector

will probably continue at a steady level throughout the period. The proposed
nationalisation of much of the ports industry will in due course have the effect
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of including the Iinvestment of the major ports In the figures for the nationalised
Industries sector, but this will not of course add to the total real demand on

resSources.

9. Of the other major transport undertakings, the National Freight Cor-
poration will direct much of its investment to replacing vehicles but some also
to making profitable use of opportunities as they arise. The National Bus
Company Is also concerned mainly with vehicle programmes, with their buses
needing replacement at a fairly even rate. Much of the annual investment of the
Scottish Transport Group also Is devoted to replacing buses, but in addition
they have a steady programme of expenditure on new ships to modernise the
fleets serving the Clyde and the Western Islands of Scotland.

10. The future course of British Rail's investment will depend on the
development of the Board’s corporate planning; In the meantime it Is assumed
that railway investment will continue at about the same rate as for the last few

years.

Shortfall

11. For the nationalised industries as a whole, experience shows that
capital expenditure In the aggregate tends to fall short of the approved figure.
For the purpose of forecasting total Investment by nationalised Industries,
therefore, reductions (shown as “ shortfall ””) of £100 million in 1969-70, £125
million In 1970-71 and £150 million In 1971-72 have been made from the
aggregate expenditure on fixed assets by the iIndividual Industries given In

Table 2.22.
SCOTLAND:

Expenditure within the Secretary of State’s responsibility
£ million

TABLE 2.23 at 1969 Survey prices
p}c?\ﬁgi'gr?al 1969-70  1970-71 1971-72

outturn estimate estimate estimate

Civil defence 1-0 06 06 06
Roads and public lighting 65-0 06-3 71-1 77-4
Transport 1-6 4-1 5-3 7-3

Other assistance to employment

and industry 23 3-6 41 4-5
Research Councils, etc. 2-5 2-1 3-0 3-3
Agriculture, fisheries and forestry.. 51-4 59-7 60-9 61-4
Housing 226-1 226-0 230-1 238-3
Local environmental services 84-5 80-2 88-6 89-3
Law and order 48-4 49-0 52-7 55-2
Education 213-9 219-8 229-4 239-8
Health and welfare 191-9 194-9 201-6 209-5
Miscellaneous services 4-8 4-5 4-8 4-9
Total 893-9 017-4 052-2 991-5

By Spending Authority—Central government 368-7
Local authorities 538-4
Public corporations 45-1



Table 2.23 provides separate expenditure figures relating to services In
Scotland for which the Secretary of State’s Departments are directly or
Indirectly responsible. Besides expenditure on national services such as de-
fence and overseas aid, for which allocations are possible only on an arbitrary

basis, they exclude expenditure by Great Britain Departments and the nation-
alised Industries In Scotland.

2. The Scottish figures show differences In the pattern of expenditure by
comparison with Great Britain as a whole, corresponding to differences In
circumstances and needs. One of the main differences Is In housing. Because of
Scotland’s reliance on rented housing and because the housing programme Is
being maintained at a high level to meet the needs of slum clearance, urban

renewal and industrial relocation. Scotland has a proportionately large share of
public sector housing Investment.

3.  The responsibilities of the Secretary of State’s Departments In relation
to civil defence, roads and public lighting, housing and local environmental
services are virtually the same as those of the corresponding English Minist-

ries. Differences In the coverage of other expenditure blocks are (briefly) as
follows:—

Transport: The Scottish figures cover only rural bus and ferry grants
Infrastructure expenditure, support to the Scottish Transport Group,
certain shipping companies, and departmental administration. They do
not Include fuel grants, new bus grants, support to British Rail, the

National Freight Corporation, the British Waterways Board, the port
authorities and civil aviation.

Other assistance to employment and industry: The figures relate only to
assistance to the coal Industry (by way of grants to the two Scottish
Electricity Boards for using extra coal) and to expenditure by the
Highlands and Islands Development Board and the Scottish Tourist
Board. They exclude Redundancy Fund payments, SET additional
payments, payments of regional employment premiums, investment
grants and certain other grants.

Research Councils: The figures cover only agricultural research in Scot-
land financed from Scottish Votes; they do not include Scotland’s
share of expenditure from the Science, Social Science, Medical, Agri-
cultural, and Natural Environment Research Councils.

Agriculture, fisheries and forestry: This includes the Scottish share of the
agricultural

met separately by the Department of Agriculture and Fisheries for

Scotland. Other expenditure on agricultural support, and on animal

health services which 1s met by the Ministry of Agriculture, Fisheries
and Food, Is excluded, as well as expenditure by the Forestry Com-

mission.

Education and local libraries: The figures include all expenditure by the
Scottish Education Department and local authorities, including expen-
diture on schools, further education, teacher training, youth service
etc. Expenditure by the University Grants Committee In Scotland Is

excluded.



Responsibility in respect of social work services, exercised in England
partly by the Home Office under the law and order head and partly by the
Department of Health and Social Security under the health and welfare head,
IS now grouped together in Scotland in view of the setting up of local authority
social work departments with effect from 17 November 1969 and the coming
Into operation (sometime towards the end of 1970-71) of the new system of
children’s hearings to replace the juvenile courts under Part IlIl of the Social
Work (Scotland) Act 1968. Total expenditure on social work services Is
expected to rise from just over £17| million in 1969-70 to about £20 million
In 1971-72. In all tables In this White Paper, however, this expenditure falls
partly under law and order and partly under health and welfare.

5. Scotland’s share of the nationalised Industries’ total Investment IS
covered by the Great Britain figures in Table 2.22.

WALES:
Expenditure within the Secretary of State's responsibility
£ million
TABLE 2.24 at 1969 Survey prices
pr%%?g'gr?al 1969-70 1970-71 1971-72
outturn estimate estimate estimate
Roads and public lighting 34-6 33-3 385 42-3
Housing 40-8 38-5 4M 42-8
L_ocal environmental services 37-2 42-7 44-1 46-3
Health and welfare 94-6 97-5 99-7 102-9
Other.. . 1-7 2-3 2-1 31
Total 208-9 214-3 226-1 237-4

1 The expenditure figures for Wales In Table 2.24 relate solely to ser-
vices for which the Secretary of State Is responsible. They include not only
expenditure which Is the direct responsibility of his Department but also
expenditure by local authorities, hospitals and other agencies operating In
Wales, for which the Secretary of State has indirect responsibility.

2. Table 2.24 shows that this expenditure was £209 million In 1968-69.
This Is expected to Increase to £237 million In 1971-72. Nearly 50 per cent
of the total Is expenditure by the Welsh Office, the remainder being expendi-
ture Incurred by local authorities and the other public bodies concerned.
Where there are differences In the pattern of expenditure in Wales compared

with that for Great Britain as a whole, they correspond with differences In
circumstances and needs.

3. The table does not show the full extent of public expenditure in Wales.
Other Government expenditure (for example, on education and social security)
and expenditure by the nationalised industries are also of great importance to
Wales and are of concern to the Secretary of State In view of his responsibilities
for the oversight of Goverment activities In general throughout the Principality.
Arrangements have therefore been made, to enable the Secretary of State not
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)k at his own |
sh programmes
programmes.

4, The Secretary of State’s responsibilities in relation to roads and public
lighting, housing, local environmental services and health and welfare are
virtually the same as those of the corresponding English Ministers.

5. The figures for “ other expenditure ” relate to a variety of items such
as rural bus and ferry grants and infrastructure expenditure on transport, the
expenditure by the Wales Tourist Board, and grants to the National Library
of Wales and the National Museum of Wales. They do not include expendi-
ture for which the Ministry of Transport and the Board of Trade are respon-
sible in support of British Rail, the National Freight Corporation, the British
Waterways Board, the port authorities and civil aviation. Nor do they include
Redundancy Fund payments, SET additional payments, payments of regional
employment premiums, Investment grants or certain other grants.



PART 3

ADDITIONAL STATISTICAL TABLES

PUBLIC EXPENDITURE BY PROGRAMME AND SPENDING AUTHORITY: 1968-

TABLE 3.1 (provisional outturn) £ million
Central |
Government L_ocal Public Total

Authorities Corporations
supply  Other

At 1969 Survey prices
Defence and external relations

1. Defence Budget 2,292 2,292
2. Other military defence 147 -1 - 146
3. Overseas aid (i) 191 / 8 206
4. Other overseas services 125 2 | 128
Commerce and industry
5. Technolo”cal services 182 0 2 190
Other assistance to employ-
ment and Industry 793 21 9 34 857
Research Councils, etc. .. 90 _ . 90
Agriculture, fisheries and
forestry .. 359 -2 4 361
Environmental services
9. Roads and public lighting 184 422 4 610
Transport..........ccceeennnnn.. 202 -6 48 I 251
Housing 148 -2 869 80 1,095
|_ocal environmental services 1" — 1 662 20 693
aw and order 104 2 452 558
Arts 4. . 16 16
Social services
15. Education........c..cocoueen..n. 348 -1 1,885 — 2,232
16. Health and welfare 1531 259 1,790
17. Social security (1) .. 889 2,406 - - 3,295
Other services
18. Financial administration . 155 44 20 219
19. Common services .. 174 -10 164
20. Miscellaneous services 41 6 10 > w> 57
21. Northern lreland . 265 112 20 403
22. Nationalised industries, etc
capital expenditure 1,510 1,510
23. Debt Interest 1,309 607 135 2,051
7,982 4,046 5,359 1,827 19,214
24. Relative price effect and
other adjustments 381
25. Contingency reserve
At 1969-70 outturn prices
Total o, 19,595

(1) At outturn prices—see Appendix I, paragraphs 7, 9 and 15.



PUBLIC EXPENDITURE BY PROGRAMME AND SPENDING AUTHORITY: 1969-/0

TABLE 3,2

At 1969 Survey prices

Defence and external relations

1 Defence Budget

2

3
A

5
0
2
8

9.

10
11

12.

J3
14

15
16

17

18.

19,
20.

21.
22.
23.

24,
25.

/i

. Other military defence
. Overseas aid (i)

. Other overseas services

Commerce and industry

. Technological services

. Other assistance to employ-
ment and industry

. Research Councills, etc.

. Agriculture, fisheries and
forestry ..

Environmental services

Roads and public lighting..

. Transport

. Housing

|_ocal environmental services

. Law and order

. Arts ..

Social services

. Education ..

. Health and welfare

. Soclal security (1)

Other services

Financial administration

Common services

Miscellaneous services

Northern lreland

Nationalised industries, etc.

capital expenditure
Debt interest

Price and other adjustments
Contingency reserve
(JUllurn priCCo

L
Xotftl

PR

(estimate)

Central
Government

2,252
86
211
124

194

516
98

413

224
180
181
12
114
17

350
1,981
975

167

197
46

9
8,312

Supply  Other

1,311
4,223

|_ocal

10

405

02
804
095
473

1,950
213
20

9
120

625
5.457

Public

Authorities Corporations

) BN

46

91
35

25

1,439
105

1,762

(1) At outturn prices—see Appendix Ill, paragraphs 7, 9 and 15.

£ million

Total

2 252
85

224
127

205

954
98

421

629
242
1,073
742
595
18

2,300
1,853
3,945

225
186

05
426

1,439
2,050

19,754
303

20,057



PUBLIC EXPENDITURE BY PROGRAMME AND SPENDING AUTHORITY: 1970-

TABLE 3.3

At 1969 Survey prices
Defence and external relations
1. Defence Budget

2. Other miliUry defence

3. Overseas aid (1)

4. Other overseas services
Commerce and industry

5. Technolo”™cal services

6. Other assistance to employ

ment and Industry
/. Research Councils, etc.
8. Agriculture, fisheries and
forestry ..

Environmental services

9. Roads and public lighting

10. Transport

11. Housing _

12. Local environmental service

13. Law and order

14, ArtS..coooviviiieeennn,
Social services

15. Education ..

16. Health and welfare

17. Social security (i)

Other services
18. Financial administration

19. Common services ..
20. Miscellaneous services
21. Northern lreland

22. Nationalised industries, etc.
capital expenditure
23. Debt interest

24. Relative price effect and
other adjustments
25. Contingency reserve

At 1969-70 outturn prices
Total

(estimate)
Central
Government
Supply  Other

2,211
6/ -1
220 4
119 3
225 -3
862 S
105
431 2
257
148 8
229 3
13
124 4
19
371
1,635 1
065 2,773
170 30
216 -11
49 22
294
34 1,251
8.470 4372

Local
Authorities

10

434

96
814
717
507

2,010
284

20

123

655
5,683

Public
Corporations

101
39

26

1,474
Nno

1,809

(1) At outturn prices—see Appendix Ill, paragraphs 7, 9 and 15.

o/

£ million

Total

925
105

432

091
244
1,141
769
635
20

2,381
1,920
3,738

220
205

80
443

1,474
2,050
20,334
345

75

20,754



PUBLIC EXPENDITURE BY PROGRAMME AND SPENDING AUTHORITY: 1971-

TABLE 3.4

At 1969 Survey prices
Defence and external relations
1. Defence Budget
2. Other military defence
3. Overseas aid (i)
4. Other overseas Services
Commerce and industry
5. Technological services
6. Other assistance to employ-
ment and Industry
/. Research Councils, etc. ..
8. Agriculture, fisheries and
forestry....oooeeveeeeeennnn,
Environmental services
9. Roads and public lighting..
10. Transport.........ccccceeee.
1. HOoUSING oo,
12. Local environmental services
13. Law and order
14. Arts ..
Soclal services
15. Education ..
16. Health and welfare
17. Social security (1) ..
Other services
18. Financial administration ..
19, Common services .
20. Miscellaneous services
21. Northern lreland

22. Nationalised Industries, etc.
capital expenditure
23. DeDbt interest

24. Relative price effect and
other adjustments
25. Contingency reserve

At 1969-70 outturn prices
Total .

(estimate)

Central
Government

Supply  Other

2,161
28
237
121

199

837
111

437

281
142
259
13
135
21

392
1,701
981
163

234
6l

32
8,990

o LWWw

19

297

1,173
4,370

|_ocal

Authorities

477

97
835
746
535

2,108
301

20
10
126

710
5,984

Public

Corporations

N el

20

16
112
36

28

1,436
no

1,774

(1) At outturn prices—see Appendix Ill, paragraphs 7, 9 and 15.

£ milUon

Total

0l
251

207
37
fof

442

758
247
1202
797
0l1
22

2 499
2,002
3,820
212
223
95
451

1,436
2,025

20,724
521
175

21,420



PUBLIC EXPENDITURE BY ECONOMIC CATEGORY: 1968-69 TO 1971-72

TABLE 3.5 £
w009 196970 1970-71 1971-27
P Ut estimate estimate estimate

At 1969 Survey prices
Current expenditure on goods and

services 7,641 7,741 7,894 8,009
Subsidies 862 910 908 908
Debt interest 2,051 2,050 2,050 2,025
Current grants to personal sector. 3,782 4,064 4,282 4,377
Current grants abroad 186 194 183 189
Gross domestic fixed capital forma

tion o0 o0 P ° 3,804 3,811 3,979 4,175
Increase in value of stocks 21 13 28 34
Capital ~ants to private sector . 685 782 776 831
Net lending to private sector 72 53 97 27
L_oans to overseas governments . 82 90 87 96
Drawings from United Kingdom

subscriptions to International

lendingbodies......cccoovvvennnn, 19 15 26 25
Other net lending and Investment

abroad .. . « -0 5 12 17
Cash expenditure on company

securities (net) 15 26 12 11
Relative price effect and other

adjustments ..o, 381 303 345 521
Contingency reserve — [ 175
At 1969-70 outturn prices

Total o0 [ Y ) [ Y ) [ ] 19,595 20,057 20,754 21,420
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PUBLIC EXPENDITURE BY PROGRAMME AND ECONOMIC CATEGORY:

TABLE 3.6 1968-69 to 1971-72 £ milUon
95809 196070 197071 197172
provisional : ! .
outturn estimate  estimate  estimate
At 1969 Survey prices
Defence Budget
Current expenditure on goods and services 2,245 2,214 2,173 2,121
Other current expenditure | 6 7 7 8
Gross domestic fixed capital formation .. 39 27 28 29
Other capital expenditure 2 4 3 2
Total 2,292 2,252 2,211 2,161
Other military defence
Current expenditure on goods and services 132 76 61 25
Other current expenditure 1 7 4 3
Other capital expenditure 3 2 1
Total 146 85 66 28
Overseas aid (1) |
Other current expenditure 100 112 111 118
Other capital expenditure 106 112 123 133
Total 206 224 234 251
Other overseas services _
Current expenditure on goods and services 100 102 101 102
Other current expenditure 22 18 17 18
Gross domestic fixed capital formation .. 1 1 1 1
Other capital expenditure 5 6 5 4
Total 128 127 124 125
Technological services _
Current expenditure on goods and services 119 125 153 143
Other current expenditure | 28 29 18 12
Gross domestic fixed capital formation .. 29 36 33 37
Other capital expenditure 14 15 22 15
Total 190 205 226 207
Other assistance to employment and industry
Current expenditure on goods and services 77 88 a1 96
Other current expenditure | 256 224 200 186
Gross domestic fixed capital formation .. 13 16 23 26
Other capital expenditure 511 626 611 629
Total 857 954 925 937
Research Counclls, etc. |
Current expenditure on goods and services 34 37 40 41
Other current expenditure | 40 43 46 49
Gross domestic fixed capital formation .. 11 12 13 14
Other capital expenditure 5 6 6 /
Total 90 98 105 111

(1) At outturn prices—"se Appendix Ill, paragraphs 7 and 15



PUBLIC EXPENDITURE BY PROGRAMME AND ECONOMIC CATEGORY—co/ll

TABLE 3.6—COttt. £ million
OLe0Y 196970 1970-71  1971-72
prg&’t',f‘t']?rr']a estimate  estimate  estimate
At 1969 Survey prices
Agriculture, fisheries andforestry _
Current expenditure on goods and services 44 45 45 46
Other current expenditure | 243 292 300 300
Gross domestic fixed capital formation .. / 9 / 1
Other capital expenditure 67 75 80 85
Total 36! 421 432
Roads and public lightin
Current Igxpenditgure ogn goods and services 2308 223 241 263
Gross domestic fixed capital formation .. 372 406 450 495
Total o 610 629 691 758
Transport
Curlzl)rent expenditure on goods and services 13 15 17 19
Other current expenditure | 171 158 130 124
Gross domestic fixed capital formation .. 62 13 103 110
Other capital expenditure 5 -4 -6 -6
Total oo oo .o 251 242 244 247
Housing | _
Current expenditure on goods and services 1 1 1 1
Other current expenditure .. 233 270 313 339
Gross domestic fixed capital formation .. 839 819 792 863
Other capital expenditure 22 -17 35 -1
Total oo oo oo *o 1,095 1,073 1,141 1,202
Local environmental services |
Current expenditure on goods and services 363 385 399 407
Gross domestic fixed capital formation .. 324 351 363 383
Other capital expenditure 6 0 7 7
Total 693 742 769 797
Law and order _
Current expenditure on goods and services 487 513 543 568
Other current expenditure | 20 22 23 25
Gross domestic fixed capital formation .. 50 59 68 79
Other capital expenditure 1 1 1 1
Total .. 558 595 635 673
Arts | |
Current expenditure on goods and services / / 8 9
Other current expenditure 8 9 10 1
Other capital expenditure 1 2 2 2
Total 16 18 20 22



PUBLIC EXPENDITURE BY PROGRAMME AND ECONOMIC CA:

TABLE 3.6—con/. £ mii]jo,,
1968-69  1969-70  1970-71 1 1971-72
provisional estimate  estimate | estimate
outturn
At 1969 Survey prices
Education
Current expenditure on goods and servi 1,531 1,557 1597 1 658
Other current expenditure.. L 350 390 411 230
Gross domestic fixed capital formation . . 244, 252 268 301
Other capital expenditure .. 107 101 105 no
Total > » 2,232 1 2,300 2,381 2.499
Health and welfare
Current expenditure on goods and services 1,623 1,679 1,738 1,796
Other current expenditure.. | 6 7 7 T
Gross domestic fixed capital formation ., 158 164 172 196
Other capital expenditure........................ 3 3 3 3
Total 1,790 1,853 1,920 2,002
Social security (ir)
Current expenditure on gooc 123 133 134 146
Other current expenditure.. 3,172 3,412 3,604 3674
Total 3,295 3,945 3,738 3,820
Financial administration |
Current expenditure on goods and services 199 206 203 196
Other current expenditure.. | 19 18 17 16
Gross domestic fixed capital formation .. 1 1 1 _
Total 4 219 225 1 220 212
Common services _
Current expenditure on goods and services 130 145 152 159
Gross domestic fixed capital formation . . 34 41 53 64
Total 164 186 205 223
Miscellaneous services |
Current expenditure on goods and servi 52 of 59 72
Other current expenditure.. | 2 1 2 2
Gross domestic fixed capital formation .. 5 11 19 21
Other capital expenditure .. -2 -4 o —
Total 57 1 80 95
Northern lreland |
Current expenditure on goods and services 123 132 136 141
Other current expenditure.. | 143 150 153 152
Gross domestic fixed capital formation .. 100 102 Nno 111
Other capital expenditure.............c........... 3/ 42 44 47
Total 426
Nationalised industries, etc. _
Gross domestic fixed capital formation ..
Other capital expenditure
Total 1,510 1,439 1,474 1,436
DebtinteresSt.......ccooevvveennn.... . 2,051 2,050 2,050 2,025
Relative price effect and other adjustments 381 303 345 521
Contingency reserve .. . . 5 175
At 1969-70 outturn prices
Grand Total 19,595 20,057 20,754 21,420

(1) At outturn prices—see Appendix Ill, paragraphs 7, 9 and 15.
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APPENDIX |

LOCAL AUTHORITIES FINANCIAL RELATIONSHIP WITH THE
GOVERNMENT

1. There are 1235 operating units of local government in England, 234 In
Scotland and 181 Iin Wales, and togetlier with the local authorities In Northern
Ireland they are responsible for some 30 per cent of total public expenditure
excluding debt interest. The great bulk of this expenditure Is Incurred by a rela-
tively £~ large authorities; for example over two-thirds of total local authority

expenditure in England is 'the responsibility of less than one-seventh of the total
number of authorities.

2. Local authorities are in the first instance responsible for most of
expendimre on roads (other than trunk roads), housing, local environmental
vices, law and order and (largest of all) education.

3. Many aspects of local government will be affected by the reorganisation

which i1s to take place in England and in Scotland following the reports of the
two Royal Commissions on local Government, and also in Wales.

4. The present financial arrangements between the central government and
local authorities differ between capital expenditure and current expenditure, with
closer control over capital. All such expenditure Initiated by local authorities on
projects financed by borrowing requires loan sanction. In some major programmes
—housing and schools—a specific approval i1s also needed for the start of projects.
Capital grants for principal roads are approved for individual schemes. Most
other projects do not receive capital grants, but the Government meets a substantial
part of the cost through continuing annual grants towards the interest charges
on the borrowing from which the projects are financed. There are special Govern-
ment subsidies towards the interest charges incurred on housing; &ese subsidies,
together with other Government subsidies and the subsidies paid from the rates
to balance the local authorities’ housing revenue accoimts, are shown in the
“Subsidies” figures In Table 2.11, with the capital costs of new houses shown
under the heading “ Investment and Improvements ”. Interest charges resulting
from other capital programmes count as part of the revenue expenditure which
receives rate support grant under the arrangements explained In paragraph 6

below; these Interest charges are not, however, apportioned to the tables for the
various functional programmes.

5. It 1s far from easy to translate programmes of these capital projects into
forecasts of annual expenditure. Generally speaking the estimates of the phasing
of the expenditure year by year are worked out by Departments from their
central experience rather than provided by the local authorities themselves. It Is
hoped that the development of the relationships between Departments and local

authorities following reorganisation will facilitate improved arrangements for
forward programmes.

6. Estimates of the total revenue expenditure of local authorities as a whole
are discussed with the local authority associations for the purpose of determining
rate support grant. These determinations take place every other year for the
coming .two-year period. The last was made In 1968 In respect of 1969-70 and
1970-71; the next Is due to be made next year, In respect of 1971-72 and 1972-73.
The total figures used In such determinations are accompanied by forecasts of
the revenue exj™nditure expected to be Incurred on each of the functional pro-
grammes, and iIndividual local authorities are thereafter expected to be guided
by this indication of relative priorities. However, ffie actual amount of revenue
expenditure incurred by an individual local authority, whether financed from its

rate revenue or from rate support grant, and the detailed allocation of this total
between individual services are In the hands of that authority.
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APPENDIX n

COMPARISON WITH PAST PUBLISHED ESTIMATES OF FORWARD
PROGRAMMES

"o compares the estimates in this White Paper of expendi-
ture In 1969-70 and 1970-71 with those given for the corresponding categories of
expenditure In the White Paper of February 1969 “ Public Expenditure 1968-69
to 1970-71 ” (Omnd. 3936) revalued at 1969 Survey prices.

2. Of the larger changes In 1969-70 the estimate for *“ Other Assistance to
Employment and Industry ” incorporates a revised estimate of the proportion of
manufacturing Investment eligible for Investment grant. The increase In the
estimate for Agriculture, Fisheries and Forestry is largely attributable to the 1969
Farm Price Review. As against these increases in 1969-70, there are lower esti-
mates for Other Military Defence ” (a re-phasing of progress payments on
U.S.-bullt military aircraft, together with an overall reduction Iin the cost of the
programme) and Local Environmental Services (new assessment of expenditure
by local authorities). The small net iIncrease In the provision for Iidentified

expenditure programmes has been met from the Contingency Reserve which
originally stood at £75 muillion.

3. As regards 1970-71, there are, for the reasons explained In the preceding
paragraph, increases for “ Other Military Defence 7, * Other Assistance to Employ-
ment and Industry” and “ Agriculture, Fisheries and Forestry”. But these are
offset by reductions, including a reduction of £7/6 million in the Defence Budget,
which the Government have made In the plans for other programmes.



COMPARISON BETWEEN FEBRUARY 1969 ESTIMATE AND
LATEST ESTIMATE OF PROGRAMMES

£ million
1969-70 1970-71
February February
1969 L atest 1969 L atest
estimate  estimate  estimate  estimate
égfle?q%% %”J&'Sgtpr'ces 2,272 2,252 2,287 2,211
Other military defence 119 85 25 66
Overseas aid (i) y 228 224 235 234
Other overseas Services 125 127 126 124
Technological services 217 205 207 226
Other assistance to employment and industry 829 954 839 925
Research Councils etc. 98 98 106 105
Agriculture, fisheries and forestry 394 421 399 432
Roads and public lighting 611 629 704 691
Transport 254 242 2601 244
Housing N L 1,089 1,073 1,143 1,141
Local environmental services 769 742 e 769
| aw and order 536 595 643 635
Arts 18 18 20 20
Education . 2,294 2,300 2,386 2,381
Health and welfare 1,853 1,853 1,919 1,920
Social security (i) 3,533 3,545 3,765 3,738
Financial administration 223 225 222 220
Common services 187 186 204 205
Miscellaneous services 66 65 82 80
Northern Ireland 420 426 438 443
Price adjustments, etc. —3 -51 -219 -163
Contingency reserve .. 75 165 75
Total 16,252 16,214 16,757 16,722
Nationalised Industries, etc, capital ex-
penditure (ii 4 1,439 1,474
Debt interest (I1)  .vvvveeiiieveiriienee, 2,050 2,050
Relative price effect and adjustment to
1969-70 outturn prices (11).. 354 508
At 1969-70 outturn prices
Total . ‘s 20,057 20,754

(1) At outturn prices—see Appendix Ill, paragraphs 7, 9 and 15.

(11) Estimates for these items were not given In the Chancellor of the Exchequer’s
statement of 20th February 1969 (Cmnd. 3936).



APPENDIX ffl
NOTES ON METHODOLOGY

1. These notes explain the conventions and classifications used In this White
Paper. A fuller account of the principles underlying this presentation and of

certain technical aspects of it is given in the Government’s Green Paper of Aprll
1969 O, particularly in Appendix IlI.

Definitions and coverage

2. In order that the figures can be consistent as far as possible with “the
statistics and forecasts of national Income and expenditure, they follow the
methods, sources and definitions which the Central Statistical Office use for
public sector transactions in the national iIncome accounts”™. The public sector
comprises central government (including the National Insurance Funds), local
authorities and public corporations (including the nationalised Industries)."Apart
from transactions on operating account by the nationalised Industries and other
trading bodies, all current and capital transactions are covered. Transfers between
the public sector and other sectors are included but internal transfers, such as
central governnient grants and loans to local authorities and public corporations,
are generally eliminated. Indirect taxes, including selective employment tax paid
by public bodies, are included as part of the cost of the programmes to which
they relate and are credit”™ as receipts by the authority to which they accrue.

Subsidies to public authorities’ trading services and to public corporations are
also included, since thev are paid to their oneratine accounts

3. The figures In this White Paper exclude imputed rents which are used
In the national income statistics to measure the value of the use made of publicly-
owned fixed capital assets In the provision of public services; this Is because of
the difficulties of estimation and deficiencies of coverage. Since Imputed rents
would be entered both as a receipt and a payment, their inclusion would make

no difference to the figures for the balances In the tables which show both
receipts and expenditure by the public sector.

4. At the back of the Blue Book, “National Income and EXxj)enditure, 1969 9,
a table showing the Treasury analysis of public expenditure provides figures for
past financial years on a basis which iIs consistent with the calendar year figures
shown elsewhere In the Blue Book. Expenditure in this table 1s analysed by
profammes according to the classification used by the Government for taking
decisions on public expenditure. The same classification I1s used In the tables
analysing expenditure by programmes in this W liite Paper.

Price basis

5. The Blue Book shows expenditure for the past at outturn (or current)
prices; that iIs, the actual prices at which expenditure was incurred during the
year In question. But for the purpose of Government decisions the forward
estimates are made on a constant price basis. This enables comparisons to be
made of changes In demands on resources arising directly or indirectly from
public expenditure In successive years, and the growth of total public expenditure

to be related to what i1s acceptable in the light of the likely growth of the economy
as a whole.

6. The estimates of current expenditure on goods and services are on a
similar price basis to that used In the 1969-70 Supply Estimates, apart from
the Increase In rates of selective employment tax introduced iIin the April, 1969
Budget. Those for gross domestic fixed capital formation are mostly at March,
1969 prices. In some cases, however, such as roads and education, they relate

to the price basis currently in use for planning purposes which may differ from
March, 1969.

“ Public Expenditure: A New Presentation,” Cmnd. 4017.
2 Described In “ National Accounts Statistics: Sources and Methods,” HMSO, 1968.



/. The expression of transfer payments—payments which do not involve a
direct purchase of goods and services—at constant prices can only be on an arbi-
trary basis: for example, relating them to general purchasing power. Some grants
and subsidies, such as grants to universities and the aid programme, are expressed
IN money terms, that iIs, at the amount expected to be disbursed In each year,
Irrespective of price changes which may by then have occurred. Although this
treatment progressively overstates the demands on resources which such money
expenditure would transfer, there i1s nothing in the change in the amount of money
being provided from year to year that can be specifically attributed to the effect
of price changes. An overall adjustment related to the estimated movement in the
price level of the output of the economy as a whole (™ iIs therefore included In the
line “ Relative price effect and other adjustments ” In the relevant tables. Social
security benefits are treated differently, in the manner explained below. Where
subsidies are intended to reimburse deficits, the estimates may be entirely notional.
Agricultural subsidies are the most important example. The forward figures of debt
Interest involve the neutral assumption that interest rates continue at their present
levels* this 1s not, of course, a forecast. Allowance I1s made for some reduction In
the total volume of debt, and for the refxmding of current debt. These projections
are made at outturn prices and deflated to constant prices by the price deflator

applicable to the gross domestic product.

8. For reasons explained In paragraph 30 of the Green Paper estimates
of public sector receipts are in some tables set alongside the estimates of expen-
diture. Taxes and other receipts (other than social security contributions), includ-
Ing charges for goods and services, have In the first instance been estimated at
outturn prices. They have then been deflated to estimated 1969-70 outturn prices
In the manner described for those items of expenditure originally estimated at

outturn prices.

9. In all the tables showing expenditure by programmes social secmity
benefits are expressed In terms of existing levels of benefit since, as explained
In Section 2.17, 1t Is not practicable to forecast the exact date and amount of
future benefit Increases. But In order that the total of pubhc expenditure will
provide a measure of the estimated demand on resources, the line *“ Relative

price effect and other adjustments” contains a net entry for social security
comprising two elements—(a) a downward adjustment relating to the forecast
movement In prices and (b) a notional upward adjustment for biennial upratings
on account of such price movements. On the receipts side social security contribu-
tions have been calculated In a similar manner. The entries again” this item reflect
the continuation of existing rates of contributions, and a net adjustment to allow
for movements In prices and a notional biennial uprating Is made In the line
“Other receipts” In Table 1.2 and In the line *“ Taxes and other unallocated

receipts” in Tables 1.7 to 1.10.

10. In order that estimated receipts may be compared with estimated expen-
diture on a consistent price basis a further overall adjustment, included within
“Relative price effect and other adjustments ”, converts the expenditure figures

at 1969 Survey prices to estimated 1969-70 outturn prices.

Relative price effect

11. The definition of constant prices applied to the measurement of public
expenditure described above follows that used In the national income statistics.
This means that no account Is taken of possible increases In rates of pay beyond
the sum already agreed for the financial year 1969-70—and reflected In the
1969-70 Supply Estimates. The output of those employed In the public sector Is

taken as equal to their pay; productivity and pay are taken as constant.

12. As a result of the use of this convention, the estimates of public expendi-
ture as a proportion of gross domestic prodiict at constant prices will progressively
understate what the proportion would be at current prices. This IS because
Increases In productivity In the private sector will be reflected In increased output
at constant prices, while increases In productivity in the public sector will be

(® As measured by gross domestic product at factor cost.



ignored”™ except In cases where a given task I1s performed by fewer staff Further

earnings which tend to be matched by public sector real earni”s. N ® N

13. pne way of making aUowance for this situation is to add to the constant
price senes a growing amount equal to the expected future difference (derived
from past trends) between the share in total output of pubUc expenditSe onY S

rent goods and services at current prices and Its share at constant prices Approxi-
mate calculations suggest that this difference IS of the order of U to 2

year of public ex™nditure at factor cost on current goods and slices.”™ e rek-
tive size of the difference has, however, varied from year to year and mav be
expct”™ to wntinue to do so. This iIs the basis of the adjustment for the “ relative
price effect Insofar as it applies to public consumption (current expenditure on
goods and services). It has not yet proved possible to allocate it by programmes
though dearly the programmes which involve employing relatively large numbers
of people, e.g. health and education, will account for most of 1t. A similar adjust-
ment has been applied to those transfer payments which have been classified as
resources(0. The relative prices of other expenditures may also move differenti-
ally and adjustmente should in theory be made for these. But In practice the size

of the corrections Is not likely to be significant and some of them may be In a
downward direction; no allowance has, therefore, been made for them

14. The end product of all these adjustments k a set of projections which
discount the effect of general price changes, as do all constant price estimates, but

also attempt to allow for changes in relative prices which projections of quantities
and of employment alone cannot do.

Presentation of adjustments

15. The estimates for individual programmes have been entered In the de-
tailed tables of Pant 2 without any of the adjustments described In the preceding
paragraphs. They have been carried throu”™ on the same price basis into the
summary tables Iin Parts 1 and 3. With the exception of overseas aid and social
security these estimates are referred to as “at 1969 Survey prices”. The line
“ Relative price effect and other adjustments ” in the summary table includes all
the adjustments necessary to convert the expenditure estimates to 1969-70 outturn
prices, the basis on which the totals of public expenditure are expressed. The
adjustment line also includes an allowance for shortfall in the years 1969-70 and
1970-71 and for statistical adjustments (timing and roundings). The allowance for
shortfall Is included to correct a tendency towards over-estimation of the figures
in the early years of the period ahead. The total adjustment shown in the tables

for the years 1968-69 to 1971-72 i1s made up as follows:—
£ million

1968-69 1969-70 197/0-71 1971-72

provisional estimate estimate estimate
outturn

1. Adjustment of cash programmes

to constant prices (| (S) . 182 -113 -143
2. Adjustment to 1969-70 outturn

prices (ii) 392 354 362 371
3. Relative price effect (i) -140 - 146 298
4. Shortfall (iv) -50 -50 .
5. Statistical adjustments (Iv) -13 -1
Total 381 303 345 521

(1) Paragraphs 7 to 9.
O1) Paragraph 10.

(111) Paragraphs 11 to 14
dv) Paragraph 15.

(d See paragraphs 18 and 21 below.
/8



16. The table in Appendix Il compares programme by programme on a com-
narabile price basis the estimates of pubHc expenditure in 1969-70 and 1970-71 as
mven In W Chancellor of the Exchequer’ statement of 20th February 19690 with
Se latest estimates of expenditure. The basis of this comparison Is 1969 Survey
nrices and the capital expenditure of the nationalised Industries, debt I1”erest
and the relative price effect are excluded. Adjustments 1, 4 and 5 In the table In
the preceding paragraph have to be taken into account in making this comparison
and are accordingly included in the line * Price adjustments, etc.” In the table In
Appendix Il. The comparison iIs not affected by adjustments 2 and 3 and these
make up the entry in the line “ Relative price effect and adjustment to 1969-70 out-

turn prices

17 The reconciliation of the latest estimates of the totals to which the pub-
lished limits apply with totals of public expenditure shown In the tables elsewhere

In this White Paper Is as follows:—

£ million
1968-69 1969-70 19/0-71
provisional _ |
outturn estimate estimate
At 1969 Survey Prices
Total subject to limits .. . “ 15,822 16,214 1?2%
Nationalised industries, etc. capital expenditure 1,510 1,439 ’
Debt Interest ..., 2,001 2,050 2%2(2)
Adjustment to 1969-70 outturn prices .. 352 354 e
Relative price effect -140
At 1969-70 outturn prices
Total public expenditure 19,595 20,057 20,754

Classification by Resource Use

18. As explained In paragraph 34 of the Green Paper, In order to give a
broad indication of the use of resources implied by different types of pubhc
expenditure, the relevant transactions are set out In three groups”esources,
transfers, taxation, etc., and assets. The principles underlying the allocation of
items to these three groups are described In paragraphs 3 to 5 of Appendix 11
to the Green Paper. The actual allocation adopted In this White Paper, given
below, uses the data on public sector receipts and expenditure available at pr”~ent.
In the’ course of time further improvements and refinements should be possible.

Cmnd
79



Recelpts
A. Resources

Deduct
B. Transfers, taxation, etc.
Taxes
1. Taxes on Income and expenditure and
local rates.

Contributions

2. National Insurance.
3. Health service.
4. Other.

Other recelpts

5. Gross trading surpluses before deprecia-
tion and stock appreciation.

0. Rent, dividends and interest, other than
Interest receipts from abroad and imputed
rent.

/. Recelpts for capital works.

C. Assets

Taxes on capital and miscellaneous borrow-
Ing, etc.

1. Taxes on capital.

2. I(Borl)rowing from certain pension funds

net).

3. Northern Ireland Central Government
borrowing (net).

4. Miscellaneous financial transactions (net)

(including 1mport deposits and adjust-

ments for tax accruals).

Expenditure

Purchase of resources for capital and current
pUrposes.

1 Current expenditure on goods and ser-
vices (other than imputed rent), gross of
charges.

2. Gross domestic fixed capital formation

excluding transactions in land and existing

buildings.

Current and capital grants to private non-

profit making bodies.

Current 3rants to persons (education

health and research councils).

Capital grants to persons.

Net expenditure abroad—current grants,

debt interest and net lending less receipts
of interest.
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Charges

/. Charges and sales normally offset to
current expenditure on goods and services

(Including charges for school meals and
milk and welfare foods).

Grants and subsidies

1. Subsidies.

2. Current grants to persons (except under
education, health and research councils).
3. Capital grants to companies.

Debt interest
4. Debt interest, excluding payments abroad.

Net purchase of land, existing buildings and
financial assets.

1. Purchases less sales of land and existing
buildings.

2. Net lending to the private sector.

3. E:asgl expenditure on company securities
net).



Attribution of expenditure and receipts to programmes

19. All expenditure, Irrespective of the authority by which it Is Incurred,
has been allocated In die tables to one or other of twenty functional programmes.
The public expenditure of Northern Ireland and the capital expenditure by the
nationalised iIndustries (including the broadcasting authorities and the Covent
Garden Market Authority) are brought together under single headings; and so Is
debt interest. In Tables 1.7 to 1.10 all receipts from sales and charges and from
contributions (national Iinsurance, national health and Redundancy Fund) have
been allocated to programmes and as far as possible earnings (trading surpluses,
rent, dividends and interest) have also been attributed to programmes In accord-
ance with the allocation of the associated expenditure on assets. A relatively small
amount of rent, dividends and Iinterest, which i1t i1s not possible to allocate, Is

iInclud”™ with receipts from taxation and certain other miscellaneous items of
revenue in the line “ Taxes and other unallocated receipts

20. In the case of nationalised Industries and other public enterprises, gross
trading surpluses have to provide for Interest charges on capital and (where
appropriate) taX payments. This reduces the amount available to the public enter-
prises for gross capital formation. In order that their residual financing require-
ment should not be understated and that the expenditure totals should correspond
with previous presentations, the appropriate interest and tax payments have been
deducted from the trading surpluses and entered among unallocated receipts.

21. Expenditure on overseas aid Is Included within line 1 of category A
In Table 1.2 net of loan service payments: it represents the net resource cost
of this expenditure within the continuing aid programme. In ithe figures of total
public expenditure (line 14 of Table 1.2), and Iin the other tables of the White
Paper where this total appears, overseas aid expenditure Is included gross of loan
service payments; this i1s the basis on which the programme Is planned and con-
trolled, as representing the best measure of new expenditure Iin the form of trans-
fers and lending overseas. The remainder of public expenditure on overseas aid—
/.e., the balance between the figures in line 1 and those in line 14 of Table 1.2—
Is Included In line 4 of category B of that table; and line 8 of that table includes
the corresponding amount received In repayments of capital and payments of
Interest on earlier aid loans. This treatment of expenditure on overseas aid Is also

followed In Tables 1.7 to 1.10.
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