





C.54 The OBR has applied a range of fiscal multipliers to key Budget measures
to help inform its judgement on the overall impact of the Budget forecasts.
These multipliers are shown in Table C8. A figure of 0.6, for example, means
that a measure which has a direct effect of raising revenue by 1 per cent of
GDP is estimated to reduce GDP by 0.6 per cent in the short run. The
multipliers are based on a range of empirical studies’” which, together with
judgement, can be applied to specific policy changes. The table shows the
impact multipliers, which show the immediate effect of the change. We
assume that the immediate effect is reduced over time through a number of
processes as the economy adjusts. These include a monetary policy response
as well as real wage adjustments which allow those who have become
unemployed to find jobs elsewhere and higher private sector investment as
the private sector expands its capacity in order to make use of the resources
no longer employed in the public sector.
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Long-run effect
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of capital for new investment is lower for all non-financial companies, and the
rate of return from the existing capital stock is higher. Our judgement is that
this measure will promote a higher level of business investment throughout
the forecast than would otherwise have been the case.

C.58 An appropriate multiplier has informed the judgement on the effect of
the increase in the rate of VAT on demand. The initial incidence of an increase
in the rate of VAT will depend on how selling prices change in response. If
firms leave their price net of tax unchanged the increase in VAT will be fully
reflected in prices; alternatively if they reduce this price some of the incidence
will be borne by firms in lower profits. Drawing on evidence of domestic

and international changes in VAT rates, we judge that around two thirds of
the VAT increase will be passed on relatively quickly to prices, with further
adjustment in the following year. The increase in prices lowers real incomes
and hence, all else equal, consumption. The remaining incidence of the VAT
increase is borne by the firm.

C.59 It could be argued that the impact multipliers for policies which have
been pre-announced for later years should be smaller since people and firms
will have had longer to anticipate them and act accordingly, but we have not
made any adjustment for that possible effect. Against that, the multipliers
may be larger if cuts to benefits, for example, affect households without ready
access to credit. The multipliers we have used go some way to correcting the
potential error in using what might be inconsistent assumptions on interest
rates in the pre-Budget forecast since they are partly estimated over periods in
which there has been a monetary policy response to fiscal tightening.

C.60 Itis possible for policy changes to have permanent effects to the extent
that they improve or worsen the supply-side performance of the economy. Our
judgement on the effect of the Budget policy package is based on the
assumption that trend output will not be changed.

Comparison of the pre-Budget and Budget
fiscal forecasts

C.61 Table C9 reconciles our pre-Budget and Budget forecasts by
summarising the changes in PSNB and the cyclically-adjusted current budget
for the period to 2014-15.

C.62 As Table C9 shows, PSNB is £33 billion lower in 2014-15, compared
with the pre-Budget forecast, because:

e the direct effects of total policy decisions, excluding debt interest savings,
reduce PSNB by £37 billion in 2014-15;

e debt interest payments, excluding the effect of moving to updated interest
rates, reduce borrowing by £3 billion in 2014-15;

e the updated market assumptions reduce borrowing by £2 billion in 2014-
15. This includes the effect of updated interest rates, which reduce debt
interest costs by around £1 billion; and

other changes raise borrowing by £9 billion in 2014-15.

C.63 Table C9 also shows the change in the cyclically-adjusted current
balance in 2014-15 between the pre-Budget and Budget forecast. Our



forecast is for a slightly larger output gap than in the pre-Budget forecast. This

means that a larger proportion of total borrowing is estimated to be cyclical
rather than structural in the Budget forecast.

Table C9: Changes to the fiscal aggregates since the pre-Budget forecast

£ billion
Estimate Forecasts
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

Public sector net borrowing

Pre-Budget forecast 156.1 155 127 106 85 71
Direct effect of total policy decisions' 0.0 -8 -16 -23 -31 -37
Changes from updated market assumptions 0.0 0 -1 -2 -2 -2
rDai(l:: interest, excluding effect of updated interest 0.0 1 1 g B 3
Other changes -1.5 2 5 9 9 9
Budget 154.7 149 116 89 60 37
Per cent of GDP

Cyclically-adjusted surplus on current budget

Pre-Budget forecast -5.3 -5.2 4.2 -3.1 -2.3 -1.6
Direct effect of total policy decisions' 0.0 0.5 1.0 1.4 1.8 2.1
Other 0.1 -0.2 -0.1 -0.2 -0.2 -0.1
Budget -5.3 -4.8 -3.2 -1.9 -0.7 0.3

" Equivalent to the ‘total policy decisions excluding debt interest savings’ line in Table 2.1.

Changes

in receipts
compared to
the pre-Budget
forecast

C.64 Table C10 shows the changes in the key fiscal aggregates compared to
the pre-Budget forecast. Tables C11 to C14 show the detailed Budget
forecasts for receipts and expenditure, and the changes compared to the
pre-Budget forecast. The key changes to the receipts forecast are:

income tax and NICs are around £10 billion lower than in the pre-Budget
forecast by 2014-15. This is primarily the direct effect of the increases in
the employer NICs threshold and the personal allowance. It is also partly
due to the effect on receipts of our Budget forecast for earnings and
employment;

VAT receipts are higher than the pre-Budget forecast by £11 billion by
2014-15. This is due to the direct yield of the increase in the VAT rate,
with a partial offset from the change to the forecast of real consumption;

onshore corporation tax is around £2'% billion lower than the pre-Budget
forecast in 2014-15. The direct effects of the Budget enterprise package
reduce corporation tax by around £1" billion by 2014-15. In addition,
corporation tax receipts are affected by the lower Budget forecast for
company profits;

offshore corporation tax is around £1 billion higher in 2014-15 than in the
pre-Budget forecast. This is due to updating oil price futures to 3 June
2010; and

further changes to receipts primarily reflect the direct effect of Budget
policy measures, such as the yield from the new bank levy. There is also an
increase in VAT refunds as a result of the VAT rate change, which is fiscally
neutral as it is offset in AME.
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Changes in
expenditure
compared to
the pre-Budget
forecast
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C.65 The key changes to the components of AME are:

social security is around £6 billion lower than in the pre-Budget forecast
by 2014-15. This is primarily due to the direct effects of the Budget social
security policy measures. There is a partial offset from the change to the
Budget forecast for inflation;

tax credits are around £2 billion lower than in the pre-Budget forecast in
2014-15, predominantly due to the tax credit reforms announced in this
Budget;

debt interest costs are £4 billion lower in 2014-15 than in the pre-Budget

forecast. Approximately £1 billion of this is due to the use of updated
interest rates from 3 June. The remaining £3 billion is due to the lower
borrowing profile as a result of the Budget policy measures; and

o further changes to AME include small changes to pensions, local authority
self-financed expenditure and other capital expenditure reflecting the

effects of Budget policy measures, and an increase in VAT refunds which is

offset by higher receipts.

C.66 The Budget sets out the Government'’s overall spending plans in the
period to 2015-16, with public sector current expenditure (PSCE) rising to

£711 billion and public sector gross investment (PSGI) falling to £43 billion in

2013-14, before rising to £46 billion in 2015-16. In 2014-15, the plans for
PSCE are £28 billion lower than in our pre-Budget forecast, which assumed

that PSCE grew at the same nominal rates as in the March Budget. The plans

for PSGIl in 2014-15 are £2 billion lower than in our pre-Budget forecast

which was based on the March Budget assumption for PSNI as a share of GDP.

C.67 Our Budget forecast shows implied Resource DEL (RDEL) derived as
the difference between Resource AME and PSCE, and implied Capital DEL

(CDEL) derived as the difference between PSGI and Capital AME. They do not

represent the Government’s plans for RDEL and CDEL.

C.68 Compared to the pre-Budget forecast implied RDEL is lower by £15.5
billion in 2014-15. This is derived from the lower PSCE plans offset by the
reduced Resource AME forecast. Similarly, implied CDEL is £1.6 billion below

the pre-Budget forecast, derived from lower PSGI plans offset by the reduced

Capital AME forecast.



Table C10: Changes to the fiscal forecast

Outturn  Estimate Forecasts

2008-09 2009-10 2010-11 2011-12 2012-13

2013-14 2014-15

Surplus on current budget (£ billion)

March Budget -48.9 -116.6 -124 -102 -84 -67 -51
Change -0.4 10.2 10 4 3 3 3
OBR pre-Budget forecast -49.3 -106.4 -114 -98 -80 -63 -48
Change -04 0.7 4 10 15 23 31
June Budget -49.7  -105.6 -110 -88 -65 -40 -17
Net investment (£ billion)

March Budget 47.2 50.0 40 29 26 22 23
Change 0.0 -0.3 1 0 0 0 0
OBR pre-Budget forecast 47.2 49.7 41 29 26 22 23
Change -0.8 -0.6 -2 -2 -2 -2 -2
June Budget 46.4 49.0 39 27 24 20 21
Net borrowing (£ billion)

March Budget 96.1 166.5 163 131 110 89 74
Change 0.4 -10.4 -8 -4 -3 -4 -3
OBR pre-Budget forecast 96.5 156.1 155 127 106 85 71
Change -0.4 -1.5 -6 -12 -17 -25 -33
June Budget 96.1 154.7 149 116 89 60 37
Net borrowing (per cent of GDP)

March Budget 6.7 11.8 111 8.5 6.8 5.2 4.0
Change 0.0 -0.8 -0.7 -0.3 -0.2 -0.2 -0.1
OBR pre-Budget forecast 6.7 11.1 10.5 8.3 6.6 5.0 3.9
Change 0.0 -0.1 -0.4 -0.8 -1.1 -1.5 -1.8
June Budget 6.7 11.0 10.1 7.5 5.5 3.5 2.1
Cyclically-adjusted surplus on current budget (per cent of GDP)

March Budget -2.5 -4.8 -4.6 -3.4 -2.5 -1.8 -1.3
Change -0.6 -0.5 -0.6 -0.8 -0.7 -0.5 -0.3
OBR pre-Budget forecast -3.1 -5.3 -5.2 -4.2 -3.1 -2.3 -1.6
Change 0.0 0.1 0.4 0.9 1.2 1.6 1.9
June Budget -3.1 -5.3 -4.8 -3.2 -1.9 -0.7 0.3
Cyclically-adjusted net borrowing (per cent of GDP)

March Budget 5.8 8.4 7.3 5.3 4.1 3.1 2.5
Change 0.6 0.5 0.6 0.8 0.7 0.5 0.3
OBR pre-Budget forecast 6.4 8.8 8.0 6.1 4.7 3.5 2.8
Change 0.0 -0.1 -0.5 -1.0 -1.4 -1.7 -2.0
June Budget 6.3 8.7 7.4 5.0 34 1.8 0.8
Net debt (per cent of GDP) '

March Budget 43.8 541 63.6 69.5 73.0 74.5 74.9
Change 0.2 -0.6 -1.5 -1.3 -1.1 -0.8 -0.5
OBR pre-Budget forecast 44.0 53.5 62.2 68.2 71.8 73.7 74.4
Change 0.0 0.0 -0.3 -1.1 -2.0 -3.4 -5.0
June Budget 44.0 53.5 61.9 67.2 69.8 70.3 69.4

Note: Totals may not sum due to rounding.
" Debt at end March; GDP centred on end March.
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Table C11: Current receipts

HM Revenue and Customs

£ billion

Outturn Estimate
2008-09 2009-10

Forecasts

2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Income tax (gross of tax credits) 153.5 1456 150.2 156.3 1676 1814 1952 2085
of which:  Pay as you earn 128.5 122.9 130.1 133.3 137.7 147.6 158.4 169.2
Self assessment 22.5 21.7 21.5 24.2 29.2 32.5 35.1 37.1
Income tax credits -5.6 -5.6 -5.8 -6.1 -6.0 -5.8 -5.9 -5.9
National insurance contributions 96.9 95.6 98.9 102.6 106.4 113.9 120.9 127.7
Value added tax 78.4 70.1 80.7 96.3 99.1 102.6 106.7 111.0
Corporation tax® 43.7 36.5 43.3 46.7 50.8 54.1 56.9 59.7
of which:  Onshore 33.4 30.9 35.7 384 42.1 45.2 48.3 51.4
Offshore 10.4 56 7.6 8.3 8.7 8.9 8.6 8.3
Corporation tax credits® -0.6 -0.7 -0.8 -0.8 -0.8 -0.8 -0.8 -0.8
Petroleum revenue tax 2.6 0.9 1.7 1.8 1.8 1.7 1.6 1.4
Fuel duties 24.6 26.2 27.3 28.9 30.3 31.8 33.4 34.7
Capital gains tax 7.8 2.5 2.6 3.3 2.7 3.3 3.9 4.3
Inheritance tax 2.8 2.4 2.2 2.3 2.4 2.6 2.9 3.1
Stamp duty land tax 4.8 49 5.8 7.1 9.3 1.1 12.5 13.5
Stamp taxes on shares 3.2 2.9 3.1 3.2 3.4 3.6 3.9 4.2
Tobacco duties 8.2 8.8 9.4 9.5 9.5 9.7 9.9 10.1
Spirits duties 2.4 2.6 2.6 2.6 2.7 2.8 2.9 3.0
Wine duties 2.7 2.9 3.2 3.3 3.5 3.7 4.0 4.3
Beer and cider duties 3.4 3.5 3.7 3.7 3.8 3.9 4.1 4.2
Air passenger duty 1.9 1.9 2.3 2.9 3.0 3.3 3.5 3.8
Insurance premium tax 2.3 2.3 2.3 2.8 2.7 2.8 2.8 2.8
Temporary bank payroll tax 0.0 0.0 2.5 0.0 0.0 0.0 0.0 0.0
Bank levy 0.0 0.0 0.0 1.2 2.3 2.5 2.4 2.3
Other HMRC receipts” 6.1 5.9 6.4 6.8 7.1 7.3 7.6 7.7
Total HMRC 439.1 409.1 4417 4744 501.8 5355 568.2 599.6
Vehicle excise duties 5.6 5.6 5.9 6.0 6.1 6.2 6.3 6.4
Business rates 22.9 24.3 24.9 26.0 26.9 28.1 29.3 30.2
Council tax 24.4 25.0 25.3 25.6 26.6 27.7 28.9 29.8
VAT refunds 12.0 11.2 13.5 13.7 15.2 15.2 15.3 15.8
Other taxes and ro\/alties5 4.0 4.5 4.3 5.4 6.1 8.3 8.6 9.1
Net taxes and NICs 508.0 479.7 5155 551.2 5827 621.0 656.5 690.8
Accruals adjustments on taxes -4.7 6.7 2.7 1.2 4.2 3.2 3.2 3.3
Less own resources contribution
to EU budget -5.1 -3.8 -4.8 -4.8 -5.0 -5.1 -5.3 -5.5
Interest and dividends 7.7 3.5 4.5 5.5 7.5 9.0 10.5 11.6
Gross operating surplus 23.3 23.9 24.7 25.9 27.0 28.0 29.0 30.1
Other receipts® 4.6 4.5 5.1 5.3 5.5 5.9 6.2 6.6
Current receipts 533.8 5146 547.7 5842 6219 6619 700.1 737.0
Memo:
Current receipts (% of GDP) 37.2 36.6 37.2 38.0 384 38.7 38.8 38.7
UK oil and gas revenues 4 12.9 6.5 9.4 10.2 10.6 10.5 10.1 9.7

" Income tax includes PAYE and Self Assessment receipts, and also includes tax on savings income and other minor income tax components.

2 National Accounts measure, gross of enhanced and payable tax credits.

% Includes enhanced company tax credits.

“ Consists of landfill tax, climate change levy, aggregates levy, betting and gaming duties and customs duties and levies.

® Includes EU ETS receipts and money paid into the National Lottery Distribution Fund.

® Includes TV licences and business rate payments by local authorities.
7 Consists of offshore corporation tax and petroleum revenue tax.
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Table C12: Changes to current receipts since the pre-Budget forecast

Changes since the pre-Budget forecast (£ billion)
Outturn Estimate Forecasts
2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

HM Revenue and Customs

Income tax (gross of tax credits)’ 0.0 0.0 -0.1 -3.4 -5.5 -4.1 -3.8
of which:  Pay as you earn 0.0 0.0 -0.1 -3.5 -5.0 -4.3 -4.0
Self assessment 0.0 0.0 0.0 0.2 -0.3 0.5 0.5
Income tax credits 0.0 0.0 0.0 0.0 0.2 0.3 0.4
National insurance contributions 0.0 0.0 -0.1 -4.1 -5.6 -6.2 -6.2
Value added tax 0.0 0.0 0.1 9.9 9.9 10.2 10.7
Corporation tax’ 0.0 0.0 0.1 -0.2 -0.6 -0.7 -1.4
of which:  Onshore 0.0 0.0 -0.4 -1.3 -1.6 -1.7 -2.4
Offshore 0.0 0.0 0.5 1.1 1.1 1.1 1.0
Corporation tax credits’ 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Petroleum revenue tax 0.0 0.0 0.1 0.2 0.2 0.2 0.2
Fuel duties 0.0 0.0 -0.1 0.1 0.0 0.0 0.0
Capital gains tax 0.0 0.0 0.0 0.1 0.1 0.2 0.2
Inheritance tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Stamp duty land tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Stamp duty reserve tax 0.0 0.0 0.0 0.0 -0.1 -0.1 0.0
Tobacco duties 0.0 0.0 0.0 0.1 0.1 0.1 0.1
Spirits duties 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Wine duties 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Beer and cider duties 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Air passenger duty 0.0 0.0 0.0 -0.1 -0.1 -0.1 -0.1
Insurance premium tax 0.0 0.0 0.0 0.4 0.4 0.4 0.4
Temporary bank payroll tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Bank levy 0.0 0.0 0.0 1.2 2.3 2.5 2.4
Other HMRC receipts® 0.0 0.0 0.0 0.1 0.1 0.1 0.1
Total HMRC 0.0 0.0 -0.1 4.1 1.5 2.8 3.1
Vehicle excise duties 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Business rates 0.0 0.0 0.0 -0.1 0.2 0.2 0.2
Council tax 0.0 0.0 0.0 -0.6 -0.6 -0.6 -0.6
VAT refunds 0.0 0.0 -0.3 -0.1 1.1 0.9 0.8
Other taxes and royalties’ 0.0 -0.3 0.0 -0.2 -0.2 -0.2 -0.2
Net taxes and NICs 0.1 -0.3 -0.4 3.2 2.1 3.1 3.3
Accruals adjustments on taxes -0.5 0.7 1.8 -0.6 -0.2 0.1 0.2
Less own resources contribution
to EU budget 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Interest and dividends 0.0 -0.3 -0.1 0.0 0.0 -0.2 -0.3
Gross operating surplus -0.2 -0.7 0.0 0.0 0.0 0.0 0.0
Other receipts® 0.4 0.1 0.0 0.0 0.0 0.0 0.0
Current receipts -0.2 -0.7 1.2 2.7 1.9 3.0 3.2
Memo:
Current receipts (% of GDP) 0.0 0.0 0.2 0.1 0.1 0.2 0.2
UK oil and gas revenues ’ 0.0 0.0 0.6 1.3 1.3 1.3 1.2

" Income tax includes PAYE and Self Assessment receipts, and also includes tax on savings income and other minor income tax
components.

2 National Accounts measure, gross of enhanced and payable tax credits.

7 Includes enhanced company tax credits.

“ Consists of landfill tax, climate change levy, aggregates levy, betting and gaming duties and customs duties and levies.

® Includes EU ETS receipts and money paid into the National Lottery Distribution Fund.

® Includes TV licences and business rate payments by local authorities.

” Consists of offshore corporation tax and petroleum revenue tax.
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Table C13: Total Managed Expenditure

£ billion
Outturn Estimate Forecasts
2008-09 2009-10 2010-17 2011-12 2012-13 2013-14 2014-15 2015-16
CURRENT EXPENDITURE
R Departmental Expendit
Li‘:?t:fce cpartmental BXpEnAtire 3135 3348 3427 3431 3414 3412 3377 340.0

Resource Annually Managed

) 251.3 265.8 2946 308.0 323.1 3374 355.0 3714
Expenditure

of which:

Social securitv benefits? 149.7 163.7 169.3 174.2 178.2 180.8 186.5 194.4
Tax credits? 19.9 22.9 23.9 24.8 25.3 25.9 27.1 28.5
Net public service pensions’ 3.1 3.1 4.0 5.1 5.8 7.3 8.9 10.3
National Lottery 1.0 0.9 0.9 0.9 1.0 0.7 0.7 0.7
BBC domestic services 3.4 3.5 3.7 3.8 3.9 4.1 4.2 4.3
Other departmental expenditure 1.3 0.0 -0.5 2.0 2.0 2.0 2.0 2.1
.Net'expendnure transfers to EU 31 6.4 33 33 33 93 103 3.7
institutions

Locally-financed expenditure 26.8 26.4 27.6 27.0 28.1 29.4 30.5 31.7
ﬁigtzgovemme”t gross debt 305 309 433 465 524 578 630 665
Accounting adjustments 12.6 7.9 14.1 15.3 18.1 20.1 21.8 24.0
Public sector current expenditure 564.7 600.6 637.3 651.1 6645 678.6 692.7 711.4
CAPITAL EXPENDITURE

Capital D t tal E dit

Li?npi'tj epartmental Expendrture 485 566 516 414 396 370 387 408

Capital Annually Managed

. 16.6 12.1 7.8 7.3 6.9 6.3 6.2 5.2
Expenditure

of which:
National Lottery 0.5 1.0 0.9 0.7 0.6 0.6 0.6 0.6
Locally-financed expenditure 7.5 6.3 5.4 4.8 4.6 4.4 4.4 3.6

Public corporations'

own-financed capital expenditure 7.1 7.7 7.4 7.4 7.3 7.3 7.3 7.3
Central government grants
to public sector banks 9.4 4.7 0.0 0.0 0.0 0.0 0.0 0.0
Other capital expenditure 0.2 1.3 2.1 1.6 1.6 1.6 1.6 1.6
Accounting adjustments -8.2 -8.8 -7.9 -7.1 -7.2 -7.5 -7.7 -7.9
Public sector gross investment 65.1 68.7 59.5 48.7 46.5 43.3 44.9 46.1
Less public sector depreciation -18.7 -19.7 -20.6 -21.6 -22.5 -23.4 -243 -25.2
Public sector net investment 46.4 49.0 38.9 27.2 24.0 19.9 20.6 20.9

TOTAL MANAGED EXPENDITURE * 629.8 669.3 696.8 699.8 711.0 722.0 7375 757.5
of which:
Departmental Expenditure Limits "> 350.4 378.0 380.0 370.2 366.7 363.8 362.0 366.5

Annually Managed Expenditure © 279.5 291.2 3168 329.6 3444 358.1 3756 391.0
Memo:

TME (% of GDP) 43.9 47.5 47.3 45.5 43.9 42.2 40.9 39.8
RDEL if grown in line with general economy inflation 342.7 349.4 3573 366.6 3764 386.5
CDEL if grown in line with general economy inflation 51.6 52.7 53.8 55.3 56.7 58.3

Note: All measures on a Clear Line of Sight basis.

! Implied DEL numbers from 2011-12 onwards. Calculated as the difference between Resource AME and PSCE in the case of Resource DEL, and
between Capital AME and PSNI in the case of Capital DEL.

2 For 2008-09 to 2010-11, child allowances in Income Support and Jobseekers' Allowance have been included in the tax credits line and excluded
from the social security benefits line.

3 Net public service pensions expenditure is reported on a National Accounts basis.

? TME is equal to the sum of PSCE, PSNI and public sector depreciation, on a basis which excludes temporary effects of financial interventions.

® Total DEL is given by resource DEL plus capital DEL less depreciation in DEL.
® Total AME is given by resource AME plus capital AME plus depreciation in DEL.
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Table C14: Changes to Total Managed Expenditure since the pre-Budget forecast

Changes since the pre-Budget forecast (£ billion)
Outturn  Estimate Forecast
2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

CURRENT EXPENDITURE
E?Ts]ciitsjrce Departmental Expenditure 0.0 0.0 34 54 93 115 155
Resource Annually Managed 0.2 1.5 0.9 1.6 -4.0 86  -124
Expenditure
of which:
Social security benefits 0.0 0.0 0.0 -0.8 -1.0 -3.7 -5.6
Tax credits 0.0 0.0 0.0 -0.1 -0.9 -1.4 -1.9
Net public service pensions 0.0 0.0 0.0 -0.4 -0.4 -0.7 -0.5
National Lottery 0.0 0.0 0.0 0.0 0.0 0.0 0.0
BBC domestic services 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other departmental expenditure 0.0 0.0 0.0 0.0 -0.1 -0.2 -0.3
.Net‘expend|ture transfers to EU 00 00 00 00 0.1 0.1 0.1
institutions
Locally-financed expenditure 0.0 0.0 0.0 -0.6 -0.6 -0.4 -0.4
Central government gross debt interest 0.0 0.0 1.1 0.4 -1.8 -2.8 -4.2
Accounting adjustments 0.2 -1.6 -0.3 -0.1 0.9 0.7 0.5
Public sector current expenditure 0.2 -1.5 -2.5 -7.1 -13.3 -20.1 -27.9
CAPITAL EXPENDITURE
Capital Departmental Expenditure
Limits' 0.0 0.0 -1.5 -1.5 -1.5 -1.6 -1.6
Capital Annually Managed Expenditure -0.8 -0.6 -0.4 -0.5 -0.4 -0.4 -04
of which:
National Lottery 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Locally-financed expenditure 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Public corporations' own-financed
capital expenditure -0.7 0.9 0.0 0.0 0.0 0.0 0.0
Central government grants to public
sector banks 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other capital expenditure 0.0 0.0 -0.3 -0.5 -0.6 -0.6 -0.6
Accounting adjustments -0.1 -1.5 0.0 0.0 0.2 0.2 0.2
Public sector gross investment -0.8 -0.6 -1.8 -2.0 -1.9 -1.9 -2.0
Less public sector depreciation 0.0 0.0 0.0 -0.1 0.0 0.0 0.0
Public sector net investment -0.8 -0.6 -1.8 -2.1 -1.9 -1.9 -1.9
TOTAL MANAGED EXPENDITURE -0.6 -2.1 -4.4 -9.1 -15.2 -22.0 -29.9
of which:
Departmental Expenditure Limits 0.0 0.0 -4.9 -6.9 -10.8 -13.1 -17.1
Annually Managed Expenditure -0.6 -2.1 0.5 -2.2 -4.4 -8.9 -12.8
Memo: TME (% of GDP) 0.0 -0.1 -0.2 -0.6 -0.9 -1.3 -1.7

Note: See footnotes to Table C13.
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Table C15; Historical series of public sector balances, receipts and debt

1970-71
1971-72
1972-73
1973-74
1974-75
1975-76
1976-77
1977-78
1978-79
1979-80
1980-81
1981-82
1982-83
1983-84
1984-85
1985-86
1986-87
1987-88
1988-89
1989-90
1990-91
1991-92
1992-93
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09"

Per cent of GDP
Cyclically- Cyclically- Net taxes
Public ~ adjusted Public ~ adjusted Public and  Public  Public  Public
sector surplus on sector public sector national  sector ~ sector  sector
current current net sector net net cash insurance  current net net
budget  budget' borrowing borrowing' requirement contributions  receipts debt’  worth’
6.8 -0.6 1.2 36.3 43.3
4.2 1.1 1.4 35.0 41.5
2.0 2.8 3.6 32.6 39.0
0.4 -0.7 4.9 6.0 5.8 31.9 39.5
-0.9 -2.5 6.5 8.1 8.9 34.5 421 52.1
-1.4 -1.6 7.0 7.2 9.2 35.3 42.7 53.8
-1.1 -0.6 5.5 5.0 6.3 35.1 43.0 52.3
-1.3 -1.2 4.3 4.1 3.6 341 41.3 49.0
-2.5 -2.3 5.0 4.8 5.2 33.1 40.1 471
-1.8 -1.7 4.1 4.0 4.6 33.5 40.5 43.9
-2.9 -1.5 4.8 3.4 5.1 35.5 42.2 46.0
-1.3 2.5 2.3 -1.5 3.3 38.0 45.4 46.2
-1.4 2.9 3.0 -1.4 3.1 38.2 451 44.8
-1.9 1.8 3.7 0.0 3.1 37.7 441 451
-2.1 0.9 3.6 0.6 3.0 38.2 43.9 45.3
-1.2 0.6 2.4 0.6 1.6 37.4 42.7 43.5
-1.4 -1.2 2.0 1.9 0.9 37.0 41.6 41.0
-0.4 -1.7 1.0 2.2 -0.7 36.8 40.6 36.8 74.0
1.6 -1.0 -1.3 1.3 -3.0 36.1 40.2 30.5 79.0
1.4 -1.4 -0.2 2.6 -1.3 35.4 39.4 27.7 70.9
0.3 -1.2 1.0 2.6 -0.1 34.9 38.4 26.2 60.1
-2.0 -1.5 3.7 3.3 2.3 33.8 38.1 27.4 52.8
-5.6 -3.7 7.4 5.5 5.8 32.7 36.3 31.4 40.2
-6.3 -4.0 7.7 5.4 6.9 31.8 354 36.5 29.7
-4.8 -3.3 6.2 4.7 5.2 33.0 36.4 40.1 28.9
-3.3 -2.4 4.7 3.8 4.2 33.6 37.2 41.9 21.6
-2.7 -2.2 3.4 2.8 2.9 34.0 36.4 42.5 17.7
-0.1 -0.1 0.7 0.6 0.1 35.1 37.5 40.6 15.3
1.2 0.9 -0.5 -0.2 -0.7 35.5 37.8 38.4 14.4
2.2 1.7 -1.6 -1.1 -0.9 355 38.0 35.6 17.4
2.4 1.6 -1.9 -1.1 -3.7 36.3 38.6 30.7 23.0
1.2 0.9 0.0 0.2 0.4 35.8 37.8 29.7 29.6
-1.0 -0.6 2.3 1.9 2.2 34.3 36.3 30.8 28.2
-1.5 -1.2 2.9 2.6 3.3 34.3 36.5 32.1 28.5
-1.6 -1.4 3.3 3.1 3.2 35.2 37.3 34.0 28.6
-1.1 -0.9 2.9 2.8 3.2 35.9 38.3 35.3 28.7
-0.4 -0.4 2.3 2.3 2.6 36.1 38.6 36.0 28.9
-0.3 -0.6 2.4 2.6 1.5 36.4 38.6 36.5 28.9
-3.5 -3.1 6.7 6.3 4.2 35.4 37.2 44.0 22.4

Source: Office for National Statistics and HM Treasury

" The outturn for the cyclically-adjusted measures are based on HM Treasury estimates of the output gap, and do not necessarily represent the OBR's view
of the cyclical position of the economy between 2006-07 and 2009-10.
2 At end-March; GDP centred on end-March.

3 At end-December; GDP centred on end-December.
? All measures are presented on the basis which excludes the temporary effect of financial interventions for 2008-09 except net worth which is presented
on the basis that includes ﬁnancig/ interventions.
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Table C16: Historical series of government expenditure

£ billion (2008-09 prices) Per cent of GDP

Public Public Public Public Public Public
sector sector sector Total sector sector sector Total
current net gross Managed current net gross Managed
expenditure  investment investment' Expenditure  expenditure investment investment' Expenditure
1970-71 195.3 37.3 59.7 254.9 32.7 6.2 10.0 42.7
1971-72 204.8 324 56.0 260.8 334 53 9.1 42.6
1972-73 213.1 31.2 55.7 268.8 33.2 4.9 8.7 41.9
1973-74 234.1 35.0 62.5 296.5 35.0 5.2 9.3 443
1974-75 258.1 37.5 66.4 324.5 38.7 5.6 10.0 48.6
1975-76 263.6 36.8 65.9 329.5 39.7 5.6 9.9 49.7
1976-77 270.8 30.2 60.3 331.1 39.7 4.4 8.8 48.5
1977-78 267.1 20.7 51.0 318.1 38.3 3.0 7.3 45.6
1978-79 275.1 18.0 491 324.2 38.2 2.5 6.8 451
1979-80 281.8 16.8 48.3 330.1 38.1 2.3 6.5 44.6
1980-81 290.0 13.5 455 335.5 40.6 1.9 6.4 47.0
1981-82 302.8 7.2 38.9 341.7 42.3 1.0 5.4 47.7
1982-83 309.7 11.4 42.2 352.0 42.3 1.6 5.8 481
1983-84 319.5 13.9 44.6 364.0 42.0 1.8 5.9 47.8
1984-85 327.8 12.2 414 369.2 42.2 1.6 53 47.5
1985-86 327.8 9.4 36.3 364.1 40.5 1.2 4.5 45.0
1986-87 333.1 5.7 32.7 365.8 39.7 0.7 3.9 43.6
1987-88 336.6 5.2 30.6 367.1 38.1 0.6 3.5 41.6
1988-89 329.1 3.2 28.6 357.8 35.8 0.3 3.1 38.9
1989-90 331.5 11.6 36.7 368.2 35.3 1.2 3.9 39.2
1990-91 333.7 12.6 35.6 369.3 35.6 1.3 3.8 394
1991-92 353.8 16.5 35.8 389.6 38.0 1.8 3.8 41.9
1992-93 371.5 17.2 36.1 407.6 39.8 1.8 3.9 43.7
1993-94 381.6 13.6 32.3 413.9 39.7 1.4 3.4 43.0
1994-95 3934 14.0 32.7 426.1 39.3 1.4 3.3 42.5
1995-96 398.8 14.0 31.9 430.7 38.7 1.4 3.1 41.8
1996-97 397.8 7.3 24.1 421.9 37.6 0.7 2.3 39.9
1997-98 397.3 6.2 22.2 419.5 36.2 0.6 2.0 38.2
1998-99 399.8 7.6 23.4 423.2 35.2 0.7 2.0 37.3
1999-00 407.5 6.9 22.8 430.3 34.5 0.6 1.9 36.4
2000-01 426.8 6.3 22.5 4493 35.0 0.5 1.8 36.8
2001-02 441.7 14.4 30.7 472.5 35.5 1.2 2.4 38.0
2002-03 461.0 16.1 33.0 4941 36.1 1.3 2.5 38.7
2003-04 484.3 17.8 34.8 519.1 36.8 1.3 2.6 394
2004-05 505.6 22.8 40.0 545.6 37.6 1.7 2.9 40.6
2005-06 526.7 25.5 43.3 570.0 38.2 1.8 3.1 41.3
2006-07 535.6 27.3 455 581.0 37.7 1.9 3.2 40.9
2007-08 549.3 29.6 48.0 597.3 37.8 2.0 3.2 411
2008-09° 564.7 46.4 65.1 629.8 394 3.2 4.5 43.9

Source: Office for National Statistics and HM Treasury

" Net of sales of fixed assets.

2 All measures are presented on the basis which excludes the temporary effect of financial interventions for 2008-09.
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List of Abbreviations

AEF
AME
AMLD
APD
APR

BCC
BRC
BRE

CAP
CBI
CCAs
CCL
CDEL
CFC
CGNB
CGT
CGNCR
CHP
CIPFA
co
CPI
CSR
crc
CTF

DCMS
DCSF
DEFRA
DEL
DfES
DFID
DIT
DH
DIUS
DMO
DTI
DVLA
DWP

Aggregate External Finance
Annually Managed Expenditure
Amusement Machine Licence Duty
Air passenger duty

Annual Percentage Rates

British Chamber of Commerce
Budget Responsibility Committee
Better Regulation Executive

Common Agricultural Policy

Confederation of British Industry

Climate change agreements

Climate change levy

Capital Departmental Expenditure Limits
Controlled Foreign Company

Central Government Net Borrowing

Capital Gains Tax

Central Government Net Cash Requirement
Combined Heat and Power

Chartered Institute of Public Finance and Accountancy
Carbon dioxide

Consumer Prices Index

Comprehensive Spending Review

Child Tax Credit

Child Trust Fund

Department of Culture, Media and Sport
Department for Children, Schools and Families
Department for Environment, Food and Rural Affairs
Departmental Expenditure Limit

Department for Education and Skills
Department for International Development
Department for Transport

Department of Health

Department of Innovation, Universities and Skills
Debt Management Office

Department of Trade and Industry

Driver and Vehicle Licensing Agency

Department for Work and Pensions
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EC
ECA
ECF
EEA
EFG
EFRBS
EFSR
EIS
EMI
EPC
ERA
ERG
ERP
ESA
ESA95
EU

EU ETS

FDI

FE
FINROF
FIR

FRS
FSA
FSBR
FSMA
FTI

G7

G8

G20

GAAP
GAAR
GAD
GCSE
GDP
GGNB
GLA
GNI
GO
GVA

HB
HGV
HIPC
HMRC
HMT

IAS
IB

European Communities

Enhanced Capital Allowance

Enterprise Capital Fund

European Economic Area

Enterprise Finance Guarantee

Employer Financed Retirement Benefit Schemes
Economic and Fiscal Strategy Report
Enterprise Investment Scheme

Enterprise Management Incentive
Economic Policy Committee

Employment Retention and Advancement
Efficiency and Reform Group

Energy Research Partnership

Employment and Support Allowance
European System of Accounts 1995
European Union

EU Emissions Trading Scheme

Foreign direct investment

Further Education

Funds Reporting in Non-Reporting Funds
Fortnightly Job Review

Financial Reporting Standard

Financial Services Authority

Financial Statement and Budget Report
Financial Services and Markets Act

Fast Track Initiative

A group of seven major industrial nations (comprising: Canada,
France, Germany, Italy, Japan, UK and US).

The G8 is an informal group of eight countries: Canada, France,
Germany, ltaly, Japan, Russia, the UK and the US.

A group of 20 Finance Ministers and Central Bank governors
representing nineteen countries plus the European Union
Generally Accepted Accounting Practices

General Anti-Avoidance Rule

Government Actuary’s Department

General Certificate of Secondary Education

Gross Domestic Product

General government net borrowing

Greater London Authority

Gross National Income

Government Offices

Gross Value Added

Housing Benefit

Heavy Goods Vehicles

Heavily Indebted Poor Countries

Her Majesty’s Revenue and Customs
Her Majesty’s Treasury

International Accounting Standards
Incapacity Benefit



ICT
IDA
IEA
IFF
IFFIm
IFRS
IFS
IHT
ILO
IMF
IP
IPCC
IPT
ISA
ISB
UK
IWC

JSA

LABGI
LASFE
LATS
LBRO
LDA
LFS
LHA
LIBOR
LPG
LPL
LTCS
LTPFR
LSC

MDGs
MDRs
MDRI
MIG
MoD
MORI
MPC
MTIC

NAO
NCIS
NDYP
NEA
NEET
NEST
NHS
NICs
NIESR
NMW

Information and Communications Technology
International Development Association
International Energy Agency

International Finance Facility

International Finance Facility for Immunisation
International Financial Reporting Standards
Institute for Fiscal Studies

Inheritance Tax

International Labour Organisation
International Monetary Fund

Intellectual Property

Intergovernmental Panel on Climate Change
Insurance Premium Tax

Individual Savings Account

Invest to Save Budget

Infrastructure UK

In Work Credit

Jobseeker’s Allowance

Local Authority Business Growth Incentive
Local authority self-financed expenditure
Landfill Allowance Trading Scheme

Local Business Regulation Office

London Development Agency

Labour Force Survey

Local Housing Allowance

London Inter-Bank Offered Rate
Liquefied petroleum gas

Lower profits limit

Landfill Tax Credit Scheme

Long Term Public Finance Report
Learning and Skills Council

Millennium Development Goals

Marginal deduction rates

Multilateral Debt Relief Initiative

Minimum Income Guarantee

Ministry of Defence

Market and Opinion Research International
Monetary Policy Committee

Missing Trader Intra-Community

National Audit Office

National Criminal Intelligence Service

New Deal for young people

National Enterprise Academy

Not in Education, Employment or Training
National Employment Savings Trust

National Health Service

National Insurance Contributions

National Institute of Economic and Social Research
National Minimum Wage
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NTNIC
NVQ

OBR
ODA
OBR
ODPM
OECD
OFCOM
OFGEM
OFT
0GC
ONE
ONS
OPEC

PAC
PAYE
PBR
PCSO
PCT
PEP
PFI
PPF
PSA
PSCE
PSCR
PSal
PSNB
PSND
PSPC
PSNI

R&D
RDA
RDEL
REITs
RES
RPI
RPIX
RTFO

SBRI
SDLT
SDRT
SERPS
SFLG
SGP
SME
SMI
STEM

Net taxes and national insurance contributions
National Vocational Qualification

Office for Budget Responsibility

Overseas Development Assistance

Office for Budget Responsibility

Office of the Deputy Prime Minister
Organisation for Economic Cooperation and Development
Office of Communications

Office of Gas and Electricity Markets

Office of Fair Trading

Office of Government Commerce

One North East

Office for National Statistics

Organisation of Petroleum Exporting Countries

Public Accounts Committee

Pay As You Earn

Pre - Budget Report

Police Community Support Officers
Primary Care Trust

Personal Equity Plan

Private Finance Initiative

Pension Protection Fund

Public Service Agreement

Public Sector Current Expenditure
Public Sector Current Receipts
Public Sector Gross Investment
Public Sector Net Borrowing
Public Sector Net Debt

Public Sector Pay Committee
Public Sector Net Investment

Research and Development

Regional Development Agency

Resource Departmental Expenditure Limits

Real Estate Investment Trusts

Regional Economic Strategy

Retail Prices Index

Retail Prices Index excluding mortgage interest payments
Renewable Transport Fuels Obligation

Small Business Research Initiative

Stamp Duty Land Tax

Stamp Duty Reserve Tax

State Earnings Related Pension Scheme

Small Firms Loan Guarantee

Stability and Growth Pact

Small and medium-sized enterprise

Support for Mortgage Interest

Science Technology Engineering and Mathematics



TME Total Managed Expenditure
TOR Terms of Reference

TSB Technology Strategy Board

UKTI UK Trade and Investment

VAT Value Added Tax

VCT Venture Capital Trust

VED Vehicle Excise Duty

WGA  Whole of Government Accounts
WTC  Working Tax Credit
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