
The financing of the public sector deficit, 1960 

1 ht" Un!\11,11 m.ctph hy the ruhlk. ~,,or r,,~m IJ ,,111,,n. 

,1lhtr rl'):Ul,11 lomi, or m,·011it und crn.110 c.1p11.1l llCIII\ \\C:n: 

10 l"',(1 J\ tn r l'C'\ t1lU~ )('.i f'\ 1n,ull1~•~nl to lill'CI lite: j'IUhhc 

"''''r', t' \ pc11'111urc on current nnJ r,1pitJI (ll'COtrnt in tot.ti. 

"ere 111 19<0 :is i,1 19.SIJ m the fonn of nattont1I <ia\•tn 
ltX-JI o1u1horuy dcht . gs and 

nu: lurg~, ah~olutc chJngcs bct\\ecn 1959 and 19ro 

in Un1,1!Jl government. and government guarani~ sccu ~~•c 

nnd in fom,m mervcs. Thert \\'ill a net saleorBriti~h go:! 

menl and iovcmm_ent guumntL't'J sccum,cs by lhc: puhlic 

M.'CIOr o( £1~ million m 1900 compared \\11h n nc1 rcpa 

menl of £J03 million in 19.59. There \\ US an increase in l 
fon:ign rcscn·cs or the United Kingdom of £175 million c 

1960, compared wrt.h a reduction m the rc~rvcs of £1~~ 

million rn 1959 (a ttductron in the rrscnt:S rC)tJflS in an 

,ncrcu~ 11JT1ount of srerhng bcmg 11vallablc to the public 

sector). 

Th,, Mir Jt'.1111 \\llh the \\ ;'Ip in ,,tuch thl\ tklk11 \\ 11\ 

fmJn,'CJ and rro, 11IC'\ !1~ 11 ~ fr•r the pcru'IJ l~S6- I %0. A 

nntc t1n 1hr tmJncin~ or the r ubhc ""-'for 195~-19~'1 pub­

h,hcJ 111 / n .,1o.inur 1 rrml,. JunuJI) 1%1, contums more 

Jct.uh \ln the Jct1n1 11on, nnJ MlUI'\~ or info nn,11,on U!.c.-d 11, 

1hc tJhlc,. !)\,,nc of tht' c-.11mat~ for the )tJI") 19~ to 1959 

h.1,'t' bct-11 ~ ' 1-.cd, m:unly follo\\ ,ng the rcv1~1ons g1,'tfl in 

chc NIJnt"t of p:,ymcnt\ nnd ni111vnnl mcorne ,,lute p.1pcrs. 

The dch,11 L\ mec tty the ~,le or the v.inous fonns of 

fin.,n1:1,1l a""°b \\hlcll Cl1nm1 mo,tl) of the d1tTercnt kinds of 

ruhl~ ~ 1,1r J ehl, The publJC MX:tor In this note j,) dc_Oucd as 

m the natronal income Blllt' 8(}(1/J and compnscs the Cen1rJJ 

G,wanmcnl (indm.hng the National Insurance funds and 

the ,~~ Ocf\l"mcnt of the B.1nk of Entllnnd~ local author-

1t1cs and public, c-orpora1,on, (mcludrng the 83nling Ocp:i:rt­

mcnt or lhc B.tnl.. or England~ Jt 15 lhU) \\-1Jcr IMO the field 

ro,t'rl'd b) the bchcqucr financing tables published in the 

\ fonrltll' D1grrt ,~/ Sta11.,wcs. 

A new Item in 1900 wn.s lhe ~pcc-ial deposits with 1hc Bank 

or [ngl:ind m:ide by the London clearing banks and lhc 

Sco1t1sh banks-{£ 1.S2 million). There wu_s in 1'960 a net 

rep.iyment of Treasury bills by the public sector of £42 

million compared .. ,th a nc~ ~le of £95 million in 1959. 

The s,zeablc incr-...tSC in the loans for house purchase Wit$ 

almost cnurcly due lo the inc~sc in loans by the Central 

Govcmmc:nr 10 building societies; lhe loans for howc pur­

ch11sc by local 1ulbont1cs in 1960 were only slightly larger 

than In 1959. 
Tran~rtJons bctWttn the Central Go\-cmmenl. IOC3l 

au1hon1,cs and pubhr rorporn11ons ore chminnted when 

~0"1n1 the 1r.ms.1ct1ons for the publrc scctor and so the 

wblcs show che ~ cs or financral ~<,tlS by the public s;cetor 

as J whole 10 the rni of 1hc economy (the pnvatt' sector) and 

lo O\~ l'l'\IJcnlS 

Table HI 
Table Ill shows the net acquisition by other scctol"5 of the 

various ty~ of finnncia.l assets sold by 1hc public sccror. 

The fim1nciul assets arc mostly liab,lhics of the publJc sector 

(such as Trcusury bills or local authority dcbl) but al_)() 

include gold, "hkh is 1rca1cd as a financial a.uct, und some 

li:iblliues of other sectors such as fordgn nchangc re)Cn'Cs 

and the deposit habilitics of banks. Any one sector may 

acquire such assets either directly from 1hc public sector or 

from any other seclor. The 101al net ucquisitions of e~i;h type 

of financial asset by all 1hc other sectors in any g1\'CII pcnod 

Three tables a~ gl\cn m thlS note. Table I !ummariscs the 

~ \mp :,.nJ c.up1ta.l fonnaLJOn or the pubhc and priv111c: sec­

to~ of the economy sho~ing as a b.Jloncing 11em for e,ich 

~or the nct 4cqubiL1on of financ,aJ assets and net inVC)I• 

men1 abro.id. The bJlancing i1cm for the rubhc sector 1s 

negauvr, reprc4ienling a dcfitn that is met by the net sales or 

financial Jj.~l\. that LS. sa.k:s less purchases and repayments. 

The tcnn sale of finanC'laJ &5ClS as u~ in this note and m 

the nauon,ll mcome acx:ounts mcludcs all forms of borrowing 

und the IC'rm aCi.fU1SJt1on of financial assets CO\'crs rer,ay­

ment.s or debt and all forms of lendmg. Table tr analyses the 

net sales or financia.l assets by the publ1e sector by lypc of 

"U5oet. TilbJe IJl Jiows the ncquisrtion of financiaJ os.scu by 

1hc- other sectors corre,pondmg to the net sales by the public 

)ICCtor. F1£1,1rcs ha\'t' bct:n shown in the tables lo the nearcs1 

mrlhon but thls docs not UTlply tlwt they can all be regarded 

as ac:cu111c: to the last digit. 
The follov., ng P3ragraphs giYC f unher notes on these 

tables. 

Tabltf 

1s equal 10 the net sales of that type of financial a55,e1 by the 

public sector. Thus. for example, the net acquisition of 

British government securities in 1900 by the privute s«tClr. 

as shown in Table Jll, e~cecdcd 1he net sales of such sccun· 

ties by the public sector as shown in Table II. r n that year, 

howe\'er, there was a compensating negative figure for rhe 

net acquisition of British government securities by the Rad• 

clilfc banks and the identified overseas holders in 101.tl. 

The Radcliffe banks compri!!t the following goups of 

banks (including discounl houses) in the private scc1or: 

London clearing banks, the Scotti\11 bctnks. banking offices 

in Northern r rcfand. aa:cpring houses which arc rru:mbcrs of 

the Acct'pling Hou.scs Comnt.1llec. discount hou~ ~hich are 

members of the London Disc-0unl Markel Associ.a1ion and 

ccruin 'overseas banks', 1ha1 is, the offices in the United 

Kingdom of the members or 1hc British Overseas Banks 

A,!,()Ciation, the American banks in London and members 

of the Foreign Dantes und Afliliates As.sociauon. 

The RndclifTe banks. which continued to expand advances 

on a considerable scale. hud. in J960 as in 1959. a large net 

sale of pubhc scc1or debt (o ne1 sale by the banks or about 

!.363 million in 1960 compared with £321 million in 1959). 

There wen: large reductions in the banks' holdin8,' or Trea­

sury bills and ffritiJI government and government guan1~-

1ccd ~ntics which were partly offset by the increase 111 

Table I 1s b.L-.cd on lhe wble 'f'inanong of [n\'c~lmenr' in 

1hr national income Blue BoolJ \\hich 5hows for ra1hcr more 

~ton Lhe ttlalionshlp between savinp and investment 

(fable 47, Bl~ Book 1900). Jn 1960 the public scctor dcfidt 

" a\ b rgt"r by about £136 mt.Ilion than lhal for 1959. There 

\\ .U httle change in the pubhc s«tors' investment In rc.il 

assets .bet,.ecn the two )tars, the main chan~ being the full 

of £1 28 m1lh011 m the savings on current account. There was 

a reduced surplus for the pnva1c sector, the substan11al 

tncrtasc ,n sav,ngs bcmg lcs.s than chc ,cry large increa~ in 

real mvcstmcnt at home for the United Kingdom as a 

whole Lbcrc "'~ a sub~t11n1,al deficil on the CJJrre,u bJlanct 

of payments comp.md \\1th surpluses in the prcvtous four 

)cars. 

special dcposit.s. . . 

ThefC' w-.-s a large negat ive :imounl for the total of idenu• 

ficd items held by the overseas sector shown in Tobie Ill for 

1900 but this was prob.ibly offset by tr.msactions shown _as 

those of uoulcnciti.ed over!lell.5 holders and so included wnh 

those of the private sector. Tablt If 
Table lJ sho~ for the pub he 5«tor its net sales or fin;incinl 

asscls by type. The lnrgcst sums l"JI~ by the public sector A no1able (carure in 1960 was the in<:rtrue of around £52-1 

X 



. . the sales or financinl as.sets to lhc private sector 
aulhon in unidentified ovcrsc:ls holders). There was prob­
{1ncluJ~tt c increase in the unidentified oversc..is items (one 
ably 3.ch r!,as £Ill million transferred to the United King• 
or wh_i nncction wilb the purchase or Ford sh:sttS). The 
dOl'll 1~ co ges in t 960 compared wilh J 959 m the types of 
n,:lU1 • i3~ ssets acquired by the private sector (Including 
fin.ana~fi~ overseas holders) were in British Government 
unJdcn nuncnt guaranteed 5CCUriLics, an acquisition of 
and go~. n comp:sred wilh £80 million in 1959, unJ in 
£432 m :alls a net acquisition or £246 mmion an 1900 
Trta!UI)' J "~th a net ,eduction of £1 million in 1959. The 
Qom~.7' on of national !lavinss and local nuthority debt by 
acquisi 

I 
le sector continued at a high level in 1960 although thc pnv.tunl-S >A~re somewhat smaller than in 1959. the amo 

~~bovc tables deal with the financing ?r the public 
d •Acit A complementary study of the m,·i:stmenl of sector e ' · · ( I d' h ,he financial surplus or the pnv:tte s«tor cxc u mg t c 

banks but including un1drn11ficd oveBCaS holdcl') 1s 10 be 
gmn m the Quarrtrl)' Bu/f,.,111 for Ju~ 1961, pubh~cd by 
the Bank or England. The ddi011ion of the banking sccior 
adopted in the l:mcr stud> com pm.cs the Radcliffe banks and 
the Banking Dcp.,nmcnl of lhc Bank or England whereas 
in the pre.cot 5tudy the figures for the Banking Ot-panmcnt 
an: included m the public sector ciggn:gat~ The dcfi01t1on 
of the pnv:ue sector (including unidentified O\'Cl"SC'JS holders) 
is the same .in bo1h ,1ud1cs. 

The l\llO studies together do no1 provide a complc1c pic­
tun: of the net acquis1t1on or fi nancial assets by the pubhc 
sector, the R,u.khfTc banks., the mt of the pmatc sector nnd 
the ovcr)CaS sector. e\en for those l)'J>CS of finanoal asscu 
idcn11ficd m the l3blcs. ThtS is beciu.sc. firstly the infonn:uion 
on the net ncqu15JLIOO or financial l)SCIS by the 0VCl"SC3S 
5CC\or from lhc Una1cd Kingdom $«tors IS hmitcd 10 ~rtain 
iJcn1ificd 11cins .ind. secondly. the total nc1 acquis11ion of 
finanaal ~Ls by the Radcliffe banks is not covered by 
either study. 

Cm11af Stat1Jtica/ 0/firt 

Investment and saving 

TABLE I £ milhon 

195' 1957 1958 19S9 1960 

Public H<tor 
6'3 84'4 909 816 7'48 Sn•ni,(1) ... 
164 116 181 212 236 Tues on ap,ul 

- 61 -46 - 57 -47 - 60 up1ul tnndtn 

Fund\ anlbblt for lm,utmcnt 798 974 1,03-4 t,041 924 

1,621 1.171 l.·497 l,SI I 1,602 ln'tt$Unent In rHI meu at home~2) ••• •• • ••• •·· •·· •·· ) -sn - SU -m - 561 - 697 Net acquisition of flnandal assets p us net Investment abr~d(l) (Siles ol aueu-

1.04 1 924 798 974 I.Ol4 Toul invenment 

Prmte sector (lndud ins: b.1nkJ) 
1,730 2.841 1.7-40 3,076 3,794 Sivin&s(I) ••• 
-166 - 176 -182 - 212 - 236 Taxes on apltal 

7S so ~ 49 61 upltal transfers ... 
FU!ld.s aval1able ror lnves1ment l.639 2.715 1.616 l.913 3,619 

l.167 2.188 3,053 l .078 l.189 lllffltmtru In re-al uscts at home ••• ... ... ··· S61 52.6 +49 625 S66 Ntt acq111tit1on of flnancla\ wees pli,s net Investment abroad 

2.715 1.616 1,913 3,619 1,639 Total Investment 

United Klncdom ),685 J,649 J,951 4,s-41 ).,413 
-1] -213 Sa,lrip : from sector accounts 9) 161 319 P.esldual error 

),968 3.939 4,)29 
3,Sl6 l .846 

1 I Tottl savin1, ... ... . .. 14 4 I 
Cap1t;;al transfers from abroad 

3.850 ) ,969 3,941 -4.llO 
funds av1l11ble for investment 3,530 

N broad from uetor - 18 64 -131 et acqul1lt1on of financial aneu plus net Investment 1 . .. -12 l 
)19 - 13 - 21] 11«ounu ,.. ... ••• 93 161 

Residual trr~; 
291 SI -34'4 

81 164 
3,678 3,890 4,67◄ Tout net lrivestment abroad(') ) ,449 ),686 

lnllllment in real useu u home 
].850 ] ,969 3,941 4,330 

Tota1 Investment J,530 -
d tu: d111idtnd and lnterul ratNCS. l~ rovidl111 for dep~ciition an ' ro1rw. (~ ~vine,, after providinc for stock appreciation but bef~re/ hysic:al rncrcue ,n &iO(kl and work ,n Ph chanae In si,n. 

• Gross flxed capital formation u home plus the nlue o t e p hown in Tables II and Ill apart from~• ce ol paymenu. fl) Equals the sa1H of financial usets (ntl) by the public sector u s d fl d In the white pipers OIi the an 111 E I ccount as e ,nc 1 qul to the ~lance of payments surplus on current 1 
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Net sales of financial assets by the public sector 

l Afll.( ii 
{. mt11,0f\ 

Type o( f1nanu1I -.~t 1956 19S7 "58 1959 ,~ 
" ln °' '""u o r lnt1"U1• In h1btllt111 ( +) 

ld~riufitod 1c.1M 

Note, ,and co.11 In clrtvl1t1011 124 12.6 42. BS 123 
~poJJts w,11' tl\c 8anlc of Eniland(l) --40 -38 - 7 116 a T ru1IU'J b,11, .. . -179 11 47 95 - 42 
Brst,,h C0"9mll'M!nt ind 10Y11mrnent 1u1r"lntNd 1e<urlun 38 -ll Ul - lOl 144 

Spco11l dcpOIID ... IS2 
Ta~ ritt~ antfl(;ltn - 17 s lJ -25 JS 
Nlt1on1J n.,,nti -· , .. ... 2) ◄ I 174 36'4 2'2 
local autllority debt (tl(dud•na bank advances and loa11,) 369 3-49 326 3+4 314 

8orrow1n1 Oft ballk •d1tlll(.U an.d loaM ... 76 --42 10 40 76 
ll'Oft and n«I d,spouh fcM' cuh ... 28 .. , 3 2 ' H1.allanc-ovs home ~~pea ... ... ... 20 - 27 so 32. ss 

forc11n raervt:t -39 -2◄ -m ll6 -175 
lntet-tOYcrnm~nl lcwu -SI n -◄S -118 -9l 
lau1S lrom ceru,n non--ccrrru,r,al or-c1n1At1oru ... 191 -1) - 16 - 159 -160 
MiJ~UneC>ld ovtnus rec:c_lpta JO -21 -7 ◄l 13 

las UW\$ for ho113 purchue - SO -3) -27 -13 -63 
Ad.-.nco bf lhe &nit o( &l&land to d11coum houses 2S l) 3 -10 - s 
Tnd.c a:nd hlrt pu~.hue debt 11 bom. (Mt) , .. 29 19 -8 - ) l 

T ota.J of 1d.ntmed l~ms sn ◄n "89 565 6f7 

Ow,ces In ash babntts and un1der,c,"ed Items ,., - ◄ 51 -11 -◄ 

S.les d finanoaJ wees (n~) CZ) 573 Sll ~n 561 697 

(I) Excludes •~•aJ dtl)OSltt. 
r) Includes~ mi&II amount al nfl lnvaunent abroad In rul fixt-d JJHU, 
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Financing the public sector deficit: analysis by sectors acquiring assets 

T.49LE Ill 

- Type of financial uset 

of U Or rncn»e In lla.bllldes ( +) 
Sa/CS &11' 

A,6cJlff• banks 
c»h and balances at Bank or Ensland 

Trusury bills ..• 
spe<lll deposits •. . •.• •.• •.• .• . . .• 

a,,ush aonrnment and iovernment &UJranittd securities 

AdYarKes and loans to pub lie sector •.. • ,. . .. 

Ins Adnnccs by the Bank of Encland to discount howa 

Total ... 

OwtneU sector: ldenclned Items 

forel111 reserves •.• •·· • •· • •· 

()Ko<Jal o-.entu holdfn&i of Treasury bills 

Otriclal overseas holdlnp of British &ovtrnment and sovemmenc au:annttcd 

MClmtles ••• 
lnttr·IOYtmmfllt loans . .. ... •.• . •• 

LOIN from certaJn non-territorial ori~lsatlons •.. 

Mlsttllaneous oveneu recelpa 

Tau.I •. , 

,r1nte M<tor and unidentified oveneu holdtl"l(l) 

Noces and coln , .. 
Trusury bills ••• 

llnush &overnment a.nd iovtmmcmt 1u1nnteed securities 

Tu rtKrvt cenlflates 

N1t10nal Savtn11 
loul 1u1horlcy debt ... 
lion and It tel dl1pouls ••• 

Other ldentified recelpts(l) . , . 

las lmns for house purchase , . . .•. . •. 

T~de and hire purchase debt at hotne (net) ... 

Tot&I ... 

1956 

5 
- 138 

- 59 
76 
25 

- 91 

- 39 
-J.4 

17 
- 51 

191 
JO 

114 

75 

- 7 
80 

-17 

23 
)69 

2B 
24 

-50 
29 

SS4 

19$7 19S8 1959 

30 _, .. 46 
217 - 1~ 31 

- 32 1+4 -'418 
-•1 70 40 

ll l - 20 

196 13 -321 

- 24 -271 136 
-106 70 65 

-19 -181 35 
72 -◄S - 118 

-13 -26 -159 
-21 - 7 ◄2 

-t II - 461 

S4 SI 134 
-92 167 - 1 

20 180 80 
5 23 -25 

41 174 364 
349 326 344 
47 l 2 

-ll 48 23 

-ll -27 - ll 
19 - 8 - 3 

387 937 885 

Chances In ash balances and other unidentified Items - 4 SI - 12 - ◄ 

lm,11,on 

1960 

l2 
- 253 

ISl 
- l6S 

76 
- s 

-363 

- 175 
- JS 

n 
- 91 

-160 
3.5{1) 

- 3-f9 

101 
246 
432 
JS 

292 
302 

9 
Sl 

-63 
2 

1,409 

~ d l'lnanclal iuets (net) by the public sector ... 573 Sll 4n 561 697 

rJ Includes for 1960 borrow! from overseas b . local authorit ies so far u this can rudlly be identified. In prevlout )'tan the whore of local 

authority debt (~dudin1 ;:nk advances and ~ns) as shown In Table II is attributed to the priv1te sector and unidentified owersns holden 

In Table Ill. 

(l) bdudln1 Radclife banks. 

(~ l11tcellaneous receipts In Table II plus increue In deposits with the Bank of En1l1nd (ocher than deposlcs by th, Raddlrre banks). 
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