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Foreword

This report sets out the principles, definitions and meth-
ods of estimations used in drawing up the United King-
dom balance of payments. It was prepared by Mr

H. Stanton in cooperation with the Statistical Office

of the European Communities and has been approved

by the United Kingdom authorities responsible for the
balance of payments.
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Introduction

The study is arranged in the same way as similar studies
prepared for other countries of the European
Communities and consists of the following three parts:

Part| — General principles
Part Il — Description of the headings
Part Il — Methods of estimation

Some detailed supplementary information is contained
in five annexes, the last of which contains a glossary.

Statistics of the overseas trade of the United Kingdom
have been published since the middle of the last
century, but it is only in this century that attempts have
been made to measure overseas transactions of other
kinds. Up to the second World War, these were
fragmentary and incomplete, but since 1946 complete
balance of payments accounts have been prepared,
initially by the Bank of England and in more recent years
by the Central Statistical Office; the accounts, and the
statistical information from which they are derived have
been continuously improved and extended.

A full set of accounts, together with some supporting
analyses, is published annually. This publication, entitled
‘United Kingdom Balance of Payments’, is commonly
known as the balance of payments ‘Pink Book’, and is
so referred to below. It also contains detailed notes and
definitons of all the items in the accounts.

Quarterly balance of payments estimates in less detail
than in the 'Pink Book’, are published in the March,

June, September and December issues of the monthly
government publication ‘Economic Trends’ and also
appear in the Quarterly Bulletin of the Bank of England.
Both the quarterly and annual figures are subject to
revision in subsequent editions as later information
becomes available, or as new statistical series are in-
troduced and retrospective amendments made.

The United Kingdom balance of payments estimates
rely to a large extent on the direct collection of
information from industry and commerce, as well as
from banks and other financial institutions. The form of
the accounts as well as the content of the headings is
influenced by the form of the underlying inquiries. Where
the figures do not exactly accord with the recommenda-
tions of the International Monetary Fund (IMF), this often
means that they represent as close an approximation as it
has been practicable to obtain, rather than that an
alternative treatment has been preferred. In such cases,
Part 1l describes what the figures actually represent, not
the definition — preferred in principle — to which an
approximation was sought. Significant departures from
IMF recommendations are described in Part |
References to the IMF Manual are to the Third Edition,
which is in force at the time of writing.

This study is based principally on the definitions, meth-
ods of estimation, and presentation employed in pre-
paring the 1964 — 1974 edition of the Pink Book (pub-
lished in September 1975). Wherever these differ from
those of earlier editions, however, this is mentioned in
the appropriate sections. The figures relating to 1974
given in Annexes |, Il and Il are taken from the 1964 —
1974 edition.






| — General principles

PRELIMINARY REMARKS

The object of the UK balance of payments accounts is
to identify and record transactions between residents of
the United Kingdom and residents overseas (non-resi-
dents) to provide a statement suitable for analysing the
economic relations between the United Kingdom and the
rest of the world. The balance of payments is a system of
accounts in which it is intended to record systematically:

(a) flows of real resources, that is, of goods, services
and property income, between the United Kingdom
and the rest of the world;

{b) changes in the United Kingdom’s foreign assets
and liabilities that arise from economic transac-
tions, and :

{c) transfer payments, which are the counterpart of
real resources or financial claims provided to, or
received from, the rest of the world without any
‘quid pro quo’.

When balance of payments accounts are constructed, a
number of general issues have to be considered, whose
application in the UK accounts is discussed below.
These are:

— definition of resident and non-resident

— territorial definition

— recording of gross or net figures

— structure of the accounts

— concept of the global balance

— choice of the transactions or payments basis

— sector analyses

— geographical analyses

— treatment of changes in exchange rates.

1. THE DEFINITION OF RESIDENT AND NON-
RESIDENT

In general, the residents of a country are considered to
be the individuals and legal entities whose centre of
economic interest is situated in that country, whatever
their nationality.

Individuals or entities with the nationality of the country
concerned and living there permanently do not pose
problems (without doubt, they are residents). Nor do in-
dividuals passing temporarily through a country, such as
travellers (they are non-residents). It can, however, be
difficult to determine the residence of individuals whose

centre of economic interest is divided, such as migrant
workers.

The current IMF recommendations, and the European
System of Integrated Economic Accounts', treat those
expecting to spend at least a year outside their own
country as having changed their country of residence,
regardless of any other circumstances.

United Kingdom practice accords with this principle. It
follows, to take one important example, that the
expenditure of United Kingdom residents going abroad
is taken into account only if the visit is for less than a
year. If it is for a year or more, the visitor is regarded as
having become a non-resident, whose earnings and ex-
penditure abroad do not enter into the United Kingdom
balance of payments. Visitors to the United Kingdom
from abroad are treated similarly.

The United Kingdom follows the usual practice of treat-
ing its administrative, diplomatic and military establish-
ments abroad as resident, and similar establishments of
overseas governments or international institutions in the
United Kingdom as non-resident. Overseas branches
and subsidiaries of United Kingdom companies are
treated as non-resident, and United Kingdom branches
and subsidiaries of overseas companies as resident.

The United Kingdom largely follows the IMF Manual
conventions and recommendations on simplified treat-
ments which are necessary in practice on items such as
freight, insurance, transfers of overseas claims and lia-
bilities between sectors, etc. which means that the UK
accounts, like those of other countries, inevitably in-
clude some transactions between two UK residents or
between two non-residents. The most significant of
these transactions are set out in part |l.

Certain transactions between residents and non-resi-
dents, although not omitted deliberately, are not
covered by the UK system of direct reporting. The more
important omissions are mentioned in part Il.

2. TERRITORIAL DEFINITION

The notions of resident and non-resident can only be
applied with respect to a specified area.

1 This is the Community version of the United Nations System of
National Accounts.



For balance of payments purposes, the United Kingdom
consists of England, Wales, Scotland, Northern Ireland,

“the Isle of Man, the Channel Islands, and the United
Kingdom part of the Continental Shelf.

3. RECORDING OF GROSS OR NET FIGURES

A full balance of payments account should record over-
seas transactions gross, without netting off transactions
of the same class, or associated transactions, in opposite
directions. In some circumstances, however, it is
not always possible or desirable to apply this principle
comprehensively, and the IMF Balance of Payments
Manual indicates some cases where net figures should
be taken. Where use is made of payments records,
some netting off is unavoidable.

The general aim in the United Kingdom has been to rec-
ord transactions gross where it is meaningful and prac-
ticable to do so. The outcome may be summarized as
follows:

Visible trade — Figures are gross.

Services — There is a mixture of gross and net
recording.

Direct Investment Income — Total earnings are recorded, whether

or not they are remitted. They are
net of tax paya'ble locally (a trans-
action between overseas residents).
Profits are net of losses.

Other Investment Income — Is net of tax payable locally.
Investment and other Capital — With minor exceptions, the figures
Flows represent acquisitions net of dispo-

sals (in the main, following IMF re-
commendations). There are a few
headings within which assets and
liabilities are not distinguished.

Within services, sea transport transactions are recorded
gross of overseas expenses (here denominated 'disbur-
sements’), which are shown separately. The civil aviation
account is in a broadly similar form, though it includes
one item, for settlements under pooling arrangements
with overseas airlines, which is reported net. The travel
account figures are also gross, relating as they do to two
separate sets of transactions. ’

Other services are recorded net of associated overseas
payments where these exist, sometimes entailing a de-
parture from IMF recommendations. The figures for in-
surance underwriting represent the net balance of pre-
miums less claims, and are net also of balances on
reinsurance business ceded to overseas companies.
Under the heading for Merchanting, which is included
with services in the United Kingdom presentation, it is
the profits on third country trade which are recorded (the
treatment in this instance according with the IMF
Manual). For services rendered between parent compa-
nies and their overseas affiliates, figures are net of ex-
penses, but separate totals are given for the flows either
way.

The one class of investment for which gross figures are
available is Official long-term capital.
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4. STRUCTURE OF THE ACCOUNTS

The main categories distinguished in the United King-

dom summary are set out below opposite those
appearing in the reports made to the IMF.

Goods, services and income Visible trade
Unrequited transfers Invisibles

Investment and other
capital flows

Capital except reserves and
related items

Reserves and related items Official financing.
Invisibles consist of transactions in services, investment
income (‘Interest, profits and dividends’ in the UK no-
menclature) and transfers, both public and private. The

balance on visible trade and invisibles taken together is
described as the Current balance.

The current balance, however, excludes ‘Capital trans-
fers’, a heading introduced in 1973 to accommodate
payments made under the guarantee clauses of the
Sterling Agreements in respect of sterling balances held
by other countries. Two other items which fall outside
the main structure set out above, both of which are
treated separately in the IMF system also, are the alloca-
tion of Special Drawing Rights, and net errors and omis-
sions (or the balancing item, in the UK nomenclature).
A third appearing in some past years was for the coun-
terpart of gold subscriptions to the IMF.

The United Kingdom category 'Official Financing’ in-
cludes changes in the reserves of gold and overseas
currencies, and transactions which directly support the
reserves. It differs from the IMF category of ‘Reserves
and related items’ which is based, as regards liabilities
of the compiling country, largely on the reserve assets of
foreign creditor countries.

Within the main categories, there are many differences
of detail between the United Kingdom and IMF head-
ings, both in arrangement and in content, resulting from
the practical rather than theoretical basis of the United
Kingdom system. It is, however, possible, by regrouping
and with the use of estimation, for the United Kingdom
to provide figures according very much more closely
with the IMF system of accounts than those appearing
in its own publications. The correspondence between
the headings of the two systems is shown in Annex Il.

The difficulties of reconciling the United Kingdom and
IMF systems are greatest in the capital account, where
there is not available in the United Kingdom a full analysis
either by sector (see section 7 of this note) or by type
and duration. The UK figures for direct investment ex-
clude that of oil companies, which is included with
‘Other Investment’. For other types of investment, a
broad distinction can still be made between long-term
and short-term investment, but it is far from exact. The



IMF system itself provides some headings which cover
both long and short-term elements, e. g. for changes in
inter-company indébtedness; but in the United King-
dom, there are others as well, which are described in
Part Il.

5. THE CONCEPT OF THE GLOBAL BALANCE

Since balance of payments accounts are constructed on
the double-entry principle, total credits and total debits
balance each other, and the sum of all the items appear-
ing in the accounts, having regard to the signs attached
to them, and inclusive of the balancing item, is zero.
When reference is made to a balance of payments sur-
plus or deficit, what is meant is the balance between
credits and debits for transactions of certain broad
classes. Wherever the line is drawn, the balance of trans-
actions above the line will be matched by an equal bal-
ance, but with opposite sign, for transactions below the
line.

Of the various types of balance which may be identified,
three may be mentioned:

(a) The balance of current transactions

This may take account of transfers as well as of goods
and services traded abroad, and of investment income.
It broadly indicates whether or not a country is living
within its overseas income, and whether, as a result, it is
adding to or reducing its stock of capital assets held
overseas (or reducing or adding to its overseas liabili-
ties).

(b) The balance of current and long-term capital
transactions (the ‘basic balance’)

These are thought of as more stable and less transitory
transactions, requiring to be financed by short-term
capital movements both public and private.

(c) The balance of official financing
(the ‘overall balance’)

This represents the impact of all overseas transactions,
both current and capital, on official financing.

In the United Kingdom, attention tends to be concen-
trated on the current balance. This takes into account
most transfers, as well as income and expenditure re-
sulting from transactions in goods and services, and in-
vestment income. The figures for transfers, because of
identification difficulties, include some transactions of a
capital nature, except for the special category of ‘capi-
tal transfers’ which is shown separately and excluded
from the computation of the current balance.

As one of a number of changes in presentation made in
1970, the United Kingdom ceased to publish sub-totals
for the balance of long-term capital; and for the basic

balance. This change was due partly to growing prob-
lems of distinguishing long-term from short-term capi-
tal and to the close links existing in some cases between
borrowing recorded in the one category and investment
recorded in the other (in particular, foreign currency
borrowing to finance overseas investment); and partly
to its having become increasingly misleading to think of
the basic balance as representing those transactions re-
quiring to be financed by changes in short-term capital
{previously described in aggregate as ‘monetary move-
ments’). Some monetary items represented a require-
ment for, rather than a provision of finance, and the re-
verse was true of some items included in the long-term
capital accounts.

The other aggregate now distinguished is the net sum
of the current balance together with capital transfers,
investment and other capital flows and the balancing
item, described as the ‘Total currency flow'. It broadly
represents the total impact of overseas transactions on
official financing or ‘overall balance’. In some vears,
however, total currency flow and total official financing
shown in the tables differ by amounts which are shown
separately in respect of the allocation of Special Draw-
ing Rights, and of gold subscriptions to the IMF.

6. CHOICE OF THE TRANSACTIONS OR PAYMENTS
BASIS

This choice is between two recording systems which
balance of payments accounts can be constructed. The
first seeks to measure the flows of real resources be-
tween a country and the rest of the world, whether they
are accompanied by overseas payments, or whether
they give rise to changes in claims on, or in liabilities to,
the rest of the world. The second measures payments
which have taken place between the national banking
system and the rest of the world.

The two systems do not necessarily exclude each other
and would lead to the same result if each economic
transaction {delivery and receipt of merchandise and
services, purchase and sale of financial assets, issue and
repayment of loans, provision and receipt of unrequited
transfers) corresponded to a simultaneous payment.

In general, balances drawn up for the same country and
same period according to the two methods show differ-
ences which may arise in the following ways:

(a) When a certain economic transaction is not paid
for at the moment when it is supposed to take
place (for example: at the time of change of owner-
ship of a good) but before this moment (in the case
of payment on account) or after (in the case of a
deferred payment).

1 A fuller discussion of the 1970 changes and the reasons for them
can be found in ‘Economic Trends’ for March 1970 and in the
Quarterly Bulletin of the Bank of England for September 1970.
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(b)

{c)

(d)
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Lags between an economic transaction and pay-
ment for it represent, in the broad sense of the
term, a short or long-term ‘commercial credit’ prov-
ided or received by residents through an advanced
or deferred payment, in the form of a bank loan or
in another form. It follows that a balance of pay-
ments drawn up on the basis of payments carried
out through the national banking system gives re-
sults which do not distinguish economic transac-
tions from commercial credits linked to them,

Thus, for example, in a balance drawn up on the
basis of payments, an entry relating to merchandise
trade covers both the ‘real’ aspect of the transac-
tion and any trade credit associated with it.

The coverage of operations in a balance on trans-
actions basis is generally wider than in a balance
drawn up according to payments, since transac-
tions not giving rise to payments through the
banking system would generally not be included on
the latter basis. The main examples of this sort of
transaction are:

— barter transactions

— gifts in kind and other non-monetary transac-
tions without counterparts (e. g. non-monetary
transactions between parent companies and
subsidiaries)

— investment taking the form of goods and serv-
ices provided without a quid pro quo, of the
transfer of patents or of undistributed profits

— operations concerning the goods, services, pat-
ents or profits making up this investment

— merchandise transactions which, although hav-
ing taken place during the period of reference,
were prepaid or paid at a later date

— trade credits arising from pre- or post-payment
with respect to the period in which the goods
concerned were imported.

Balance of payments data on a transactions basis
are normally more detailed than those on a pay-
ments basis. In the latter form of balance, the re-
cording of gross flows is more difficult because
quite often the net amount of several transactions
in opposite direction are settled by a single pay-
ment (e.g. settlement of an account between a
resident parent company and a foreign subsidiary
after netting out of gross receipts and payments).
Alternatively a single payment may cover several
transactions of different types (e.g. payment cover-
ing at the same time the value of merchandise,
transport costs, insurance or other services linked
to the merchandise).

The two methods of drawing up the balances exhibit
the difference that, while the payments method
leads to an accounting balance, the transactions
method uses different sources for the two entries re-
lating to one transaction, and thus necessitates the
introduction of an additional item of adjustment to
ensure an accounting balance.

This heading which is often designated ‘Errors and
omissions’, gives an amount which broadly corre-
sponds to the balance between the totals of the
amounts relating to economic transactions and to
payments.

The IMF recommend the use of the transactions basis in
drawing up balance of payments statements, and the
United Kingdom accounts are, in principle, on this basis.
No attempt is made, as in some other countries of the
European Communities, to construct a complete set of
accounts from payments data.

In the United Kingdom, the drawbacks of the use of
payments data described under (c) above apply with
particular force because of the large volume of inter-
national business done in the City of London, in the ship-
ping and commodity markets as well as in insurance
and finance; and the consequent wide range and variety
of international settlements made there.

However, there are some headings to which the trans-
actions basis is not appropriate, and others where it has
not been found practicable to adopt it. For many finan-
cial items — for example, drawings on or repayments of
loans — it is the flow of payments which is significant.
For a number of items, chiefly minor ones, the only basis
of estimation continues to be Exchange Control rec-
ords of payments. Furthermore, even when the figures
are collected directly, it has sometimes proved more
convenient to obtain information about payments rather
than about transactions.

The transactions basis applies then principally to visible
trade; to most services; to the profits of overseas subsid-
iaries and associates (which include profits retained
overseas as well as those remitted to the investing com-
pany); and to change in inter-company indebtedness.

A distinctive feature of the United Kingdom accounts is
that they include direct estimates of changes in credit
extended or received in connection with the export or
import of goods. So, following the usual ‘double entry’
principle, an export, recorded with a positive sign under
visible trade, gives rise to a claim on the overseas buyer,
recorded with a negative sign under export credit; and
the eventual payment for it leads to a positive entry can-
celling out the export credit, and, if payment is in foreign
currency, to a negative entry under official financ-
ing. In principle, therefore, allowance is made for differ-
ences in timing between the export of goods, and the
payment for them {(except for relatively small difference
between the time when exports or imports are recorded
and the time of transfer of ownership).

No similar allowance is made in respect of services. Serv-
ices supplied to overseas residents generally give rise
to a credit entry when they are recorded, and to a debit
entry when they are paid for. Such timing differences
contribute to the net item covering all errors and comis-
sions, which in the UK balance of payments accounts is
termed the ‘balacing item’.



7. SECTOR ANALYSIS

The analysis of the international economic relations of a
country includes consideration of a breakdown by sec-
tor of the domestic economy engaged in the internatio-
nal transactions. Similar transactions may be motivated
differently according to the sector to which the transac-
tor belongs.

A balance of payments usually has a basic breakdown
between public and private sectors. The distinction be-
tween public and private sectors is made, in general, not
according to the legal character of the unit, but accord-
ing to its objectives. The public sector comprises units
serving the general interest (mainly the satisfaction of
collective needs and the redistribution of income) while
units belonging to the private sector pursue individual
interests, whether profit-seeking or not. In applying this
criterion, publicly owned or controlled enterprises may
belong to the private sector, in particular, if they are
profit-seeking.

Most balance of payments systems are also broken
down, at least for short-term capital movements, be-
tween the monetary sector and non-monetary sectors. In
general, the monetary sector comprises:

— the monetary authorities (central bank, exchange
equalization fund, and, to the extent that it carries
out monetary transactions, the government)

— the credit institutions.

The allocation of a transaction to a sector or sub-sector
is generally made according to the classification of the
resident transactor. Depending on the type of transac-
tion, the sectoral allocation is carried out by applying
one of the two general criteria proposed by the IMF: the
‘domestic transactor principle’ or the ‘domestic creditor/
debtor principle’.

The sectoral allocation poses certain problems in two

particular cases:

— a resident sells to a non-resident a security which he
himself has not issued (e.g. a security issued by the
national government is sold to a non-resident by a
resident belonging to the private sector). This trans-
action may be allocated to the private sector to
which the resident concerned belongs or to the pub-
lic sector to which the domestic debtor belongs

— a resident acquires a foreign claim and, subsequent-
ly, sells it to another resident belonging to a different
sector {e.g. a commercial bank buys a foreign treas-
ury bill and subsequently sells it to the central bank).
The transaction between two residents may be ig-
nored on the principle of the ‘domestic transactor’
criterion, or registered as a purchase of a foreign
asset by the public sector and a sale of the same as-
set by the private sector. In this case, one would be
applying the ‘domestic creditor’ principle.

The sector analysis is of greater interest in some parts
of the balance of payments accounts than in others.

There is relatively little interest in an analysis of visible
trade, which is predominantly private, and among serv-
ices the main interest is in distinguishing major govern-
ment receipts or expenditure, e.g. military expenditure.
The IMF recommendations reflect these considerations.
Within investment income, the IMF ask for a partial split
between private and official, and within transfer pay-
ments, for central government transfers to be distin-
guished. In all these respects, United Kingdom practice
follows the IMF recommendations.

It is in the capital account that the IMF ask for the full-
est analysis, distinguishing the following five sectors:

— Private

— Local government

— Central government

— Central monetary institutions
— QOther monetary institutions

In this section of the accounts, the United Kingdom
does not publish the whole of the analysis recom-
mended by the IMF.

The extent of sector analysis in different parts of the
United Kingdom accounts is as follows:

® Goods and Services

There is no sector split in respect of goods, or of serv-
ices provided commercially. There are separate head-
ings for services, principally military, which are provided
only by or to the United Kingdom government.

® Transfers

Government and private transfers are distinguished, the
breakdown being carried out according to the domestic
transactor principle.

@ Interest, profits and dividends

The totals are split between the private sector and the
public sector, comprising central and local government
and public corporations.

The allocation is carried out according to the domestic
transactor principle.

® Investment and Other Capital Flows

A partial analysis by sector is available.

For direct investment, there is none (as the IMF recom-
mend). A small amount of direct investment by public
corporations is here included with that of the private
sector.
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Within other predominantly long-term investment, there
are distinguished inter-government loans; certain other
official lending, largely representing aid to developing
countries; and inward investment in the public sector,
for which a sector split is given. There is no sector split
of portfolio or other kinds of predominantly long-term
investment, as these mostly again concern the private
sector.

For short-term liabilities and claims, sector analyses are
given in supplementary tables, though not always in re-
spect of each of the headings which are distinguished.

Account is taken of transfers of external claims and lia-
bilities between other financial institutions and the Bank
of England.

Where a choice of principle has to be made, the sector-
al allocation of ‘Investment and Other Capital Flows' is
made according to the domestic creditor/debtor prin-
ciple.

8. GEOGRAPHICAL ANALYSIS

In analysing international economic relationships, a re-
gional breakdown of balance of payments transactions
can be an important source of data.

Such a breakdown can give details of transactions of a
country with its principal partners, shown individually,
or with groups of countries with similar economic char-
acteristics (e.g. developing countries, oil-producing
countries etc.) or with groups of countries belonging to:
— acommon monetary area (e.g. sterling area)

— an international organization (e.g. OECD)

— ageographical framework (e.g. North America)

— a political framework {e.g. Sino-Soviet area).

To be consistent with the recommended method of
drawing up global balance of payments statements, re-
gional figures should be drawn up on a transactions ba-
sis. As such they might differ considerably from data on
financial flows, since the source and destination of
these do not necessarily reflect the underlying economic
relationships.

In order to reflect these relationships, balance of pay-
ments transactions should be allocated according to the
following principles:

® The external transactor principle (real flows)

According to this principle, a given transaction is allo-
cated to the country or group of countries in which the
foreign party to the transaction is resident. Trade in
goods should be allocated to the country of residence
of the new or former owner, services should be attribut-
ed to the country whose resident rendered or acquired
the service and, in the case of income items, whose res-
ident received or paid the income.
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The external transactor principle can also be applied in a
way corresponding to the payments method of drawing
up a balance, by allocating transactions according to
the country of residence of the buyer or seller.

® The external creditor/debtor principle

According to this principle, which can only be applied to
capital movements, a transaction is allocated to the
country or group of countries where the foreign creditor
or debtor is resident, which may or may not be the
same as the direct foreign party to the transaction (e.g.
transaction between a resident of the reporting country
and a Swiss resident in a security issued by a French res-
ident would not be attributed to Switzerland, but to
France).

In practice, the information necessary to apply these
principles of allocation is not always available, and allo-
cation can sometimes only be made on the basis of the
currency in which the transaction is carried out.

If a complete regional account is drawn up in this way,
on the basis of the different principles of allocation, it
will not sum to zero, so that an item for multilateral set-
tlements needs to be added in order to balance the ac-
count. This represents the financing of an imbalance in
the flows of real resources with one foreign region, by a
transfer, to or from that region, of claims on or liabilities
to another region.

In the United Kingdom, the extent of geographical anal-
ysis varies in different parts of the accounts, according
to the availability of information necessary to carry out a
regional allocation and to the importance of the contri-
butions of different areas to the various economic
flows. The extent of the analysis is described in Annex IV,

The problems of following the desired allocation criteria
are particularly great in the United Kingdom. On one
hand, there are conceptual difficulties because of its po-
sition as a centre for international settlements and its
extensive involvement in international banking transac-
tions. On the other hand, there are also practical diffi-
culties arising with data supplied voluntarily by the
transactors or by associated organizations who do not,
or cannot, provide country information.

To take as an example one area of transactions only,
UK residents may act as intermediaries for a whole
range of financial and allied activities where the princi-
pals involved are non-resident and where the full pay-
ments may be made via UK intermediaries. In an era of
large commercial organizations operating internationally
through a network of branches, subsidiaries and associ-
ates, it has become increasingly difficult to identify the
country to whom, conceptually, the transactions should
be allocated or over which group of countries, and in
what proportions, the value of the transaction should be
spread, e. g. a UK broker may earn commission on ar-
ranging the charter of a Norwegian ship for the carriage



of goods between an American parent company and its
French subsidiary. Payment for the charter plus the
broker’s commission may be made to the broker in Lon-
don through a British subsidiary, with consequential
settlements over inter-company accounts and between
the broker and the shipping company. The difficulties of
allocating these transactions correctly are obvious.

For these reasons, it has not been general practice in
the United Kingdom to draw up complete balance of
payments statements with other countries or groups of
countries. In the 1975 Pink Book, as an exceptional
measure, estimates were made of the United Kingdom’s
transactions with the rest of the European Communi-
ties. These estimates were considered to provide no
more than a general indication of the regional dimen-
sions of the UK balance. The difficulties of allocation
exist throughout the regional account but mis-alloca-
tions are greater for some headings than for others. In
particular, sea transport, other services, interest, profits
and dividends {other than direct), private investment
(other than direct), and overseas currency borrowing by
UK banks are thought subject to mis-allocations. The
net balance of all these mis-allocations is indistinguish-
ably contained within the heading for the balancing item
and multilateral settlements; since this heading will also
include genuine multilateral settlements and some part
of the balancing item from the global account, no
meaning can be attached to the figures given against
the heading.

The following notes set out the methods by which fig-
ures of the United Kingdom’s global balance of pay-
ments have been subdivided to produce estimates of
the UK balance of payments with the European Com-
munities. With few exceptions' the uncertainties are
such that a regional subdivision is not normally at-
tempted.

A. Visible trade

Imports are allocated according to the country of con-
sigment, which is defined as the country from which the
goods were originally despatched to the United King-
dom with or without breaking bulk in the course of
transport, but without any commercial transaction in an
intermediate country.

Prior to 1974 exports were also allocated to the country
of consignment. From January 1974, however, exports
are allocated to the country of destination, which is de-
fined as the country which, at the time of exportation, is
the final country to which the goods are being des-
patched from the United Kingdom (in practice, there is
little difference between this and the consignment
basis).

1 The major items for which good figures for individual countries are
regularly available are visible trade, government services and trans-
fers, travel (and certain minor other services), inter-government
loans, and direct investment.

Exports of newly built sea-going ships are normally clas-
sified as despatched to the country of registration.
Goods consigned direct to the United Kingdom from
fishing vessels other than those of UK registration are
classified as consigned from the country in which the
vessel is registered.

B. Invisibles

Where possible, the external transactor principle is ap-
plied, but for some items where the necessary informa-
tion is unobtainable, conventions are adopted to provide
an estimate, sometimes on a basis which is far from
firm.

{I) Sea transport

In respect of freight on ships owned by and on charter
to UK operators, the allocation is based on the port of
discharge of goods. The classification of overseas oper-
ator's transactions is partly estimated and partly based
on the flag of the vessel. The latter will, however, be
misleading in all cases where the ship is owned by, or
has been chartered to, an operator in another country.

(I1) Civil aviation

Transactions with overseas airlines are allocated by na-
tionality of airline but receipts by UK airlines from over-
seas passengers are allocated to the country in which
the ticket is purchased. In the case of payments for
freight on imports, the only estimates available relate to
the country of origin of the imports and not to the na-
tionality of the carrier.

(1) Travel

UK residents’ expenditure abroad are allocated to the
country in which most time was spent or, if this cannot
be determined, the furthest country visited.

(IV) Other services

Methods of allocation vary between components. Some
transactions such as royalties can be classified on the
basis of information from regular enquiries, but in classi-
fying others, such as financial services, there is con-
siderable scope for error.

(V) Interest, profit and dividends

Direct investment earnings are based on the country of
the immediate overseas parent company or location of
overseas affiliate. Portfolio investment earnings are
allocated on the basis of information on stocks of in-
vestment, with respect to outward investment, and on
the basis of the outstanding level of liabilities (from Ex-
change Control records) for investment in the United
Kingdom. The allocation of other investment earnings
for which no data are available poses many difficulties
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of recognition of the external transactor, so that the
estimates made may have a considerable element of
error. ,

C. Investment and other capital flows

Where possible, these transactions are allocated accord-
ing to the 'foreign creditor/debtor principle’, but for
some items this cannot be systematically applied:

() Overseas investment in UK public sector and in com-
pany securities

Difficulties can arise if the nationality of the investor is
concealed, when the investments are made through
nominees or when transactions in UK liabilities take
place between non-residents. Foreign currency issues
and borrowing abroad by public corporations and local
authorities are generally allocated to the creditor coun-
try but exceptionally according to the country whose
currency is received or repaid.

(11} Overseas currency borrowing (net) by UK banks

The problem of the intermediary role of banks similarly
applies to the allocation of these transactions, when UK
banks on-lend borrowed funds to non-residents, or
when overseas banks are involved in a series of trans-
actions. There are also difficulties in allocating regionally
the adjustment applied to eliminate the effect of ex-
change rate changes.

(1} Trade credit and other short-term flows

Only limited information is available on which to base
regional estimates.
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D. Official financing
These transactions can generally be classified regionally

on the basis of the creditor/debtor principle without dif-
ficulty.

9. TREATMENT OF CHANGES IN EXCHANGE
RATES

In principle, transactions denominated in overseas cur-

rencies are converted to the domestic currency at the

rates prevailing at the time they take place. When there
is an interval between the recording of a transaction and
the corresponding payment, the entries may not match,
and any difference will contribute to the balancing item.

Another consequence of variations in exchange rates is
that the value shown for capital transactions during a
period will not necessarily be equal to the change in the
amounts outstanding at the beginning and end of the
period. This applies, in particular, to changes in official
reserves.

In the United Kingdom, it has not always been found
possible to convert at the rates prevailing at the time,
and some transactions are converted at the average
daily rate for the quarter in which they occurred. In other
cases, capital flows are measured by taking the differ-
ences between amounts outstanding at the beginning
and end of a period, in which balances denominated in
overseas currencies are converted at rates prevailing at
the reporting dates. In these cases, adjustments are
made to exclude that part of the change in the amounts
outstanding which is due to exchange rate changes.
The item most seriously affected is that relating to the
overseas currency borrowing, or lending of United King-
dom banks. Others are changes in indebtedness be-
tween parent companies and their overseas affiliates
and in import and export credit.



Il — Description of the headings

1. VISIBLE TRADE'

With a few exceptions noted below, the figures rep-
resent the fob values of goods leaving or entering
the United Kingdom and whose ownership is trans-
ferred between United Kingdom and overseas residents.
In principle, they are at market values. They are based
on the trade statistics compiled from. customs’ records,
to which are made certain adjustments described in Part
Il1, and tabulated in Annex II.

Though the underlying trade statistics are now compiled
on the 'special trade’ as well as the ‘general trade’ basis,
the balance of payments figures remain on the general
trade basis adopted by the IMF, and which has tra-
ditionally been used in the United Kingdom. That is to
say, goods are recorded when they cross the political
frontier, not the customs frontier (when these are not
the same), as the definition given in the previous para-
graph implies. All goods imported are recorded, whether
or not intended for use in the United Kingdom, and
whether or not entered under bond. Goods in transit
through British ports are not included but goods re-ex-
ported (including goods exported from bonded ware-
houses) are recorded, though not separately distin-
guished.

No allowance is made for differences between the time
when goods are recorded in the trade statistics and the
time when ownership is transferred. It is believed that
exports are recorded around the time of change of
ownership, but that imports tend to be recorded some-
what in arrears.

Differences between the time when ownership is trans-
ferred and when payments are made imply that trade
credit is extended or received. Measures of changes in
export and import credit are included under /nvestment
and other capital flows. To the extent that these are in-
complete or inaccurate, part of the changes in overseas
credits is reflected in the balancing item.

If goods purchased abroad for account of a UK importer
are carried from the foreign factory to the port of ship-
ment by a UK road haulage firm, a transaction between
residents is included in the value of imports, This is not
offset by any estimate of the amounts earned abroad.

1 Numbers correspond to those given in Annex | (Part 2).

Similarly, transactions between overseas residents
would be included under exports if to the extent that
insurance and transport of UK exports within the United
Kingdom were carried out by foreign undertakings. The
insurance element is small.

Though, in principle, trade is recorded at market values,
and adjustments are made to convert other valuations
to this basis, this cannot always be done satisfactorily,
especially in respect of trade between United Kingdom
companies and their overseas parents or affiliates. There
are difficulties also in valuing series of export consign-
ments forming parts of single large contracts.

The coverage of the figures includes the following:

— Electricity supplied to or by other countries.
— Goods sent by post.

— Ships and oil rigs built abroad for United Kingdom
owners (whether delivered abroad or to the United
Kingdom)

— Additions and alterations to ships.

— Fish landed in the United Kingdom by foreign
vessels.

In the 1964 — 1974 Pink Book an adjustment to exports
and imports was introduced to incorporate non-mon-
etary gold (gold coin together with gold dealers’ sales to
and purchases from industrial and commercial users).
Previously this item had been included in ‘other serv-
ices’ and had omitted trade in gold coin.

The figures exclude:

— Goods supplied to ships or aircraft operated by over-
seas companies (included under Sea transport or
Civil aviation).

— Fish landed abroad by United Kingdom vessels (the
value of which is small).

2. INVISIBLES

2.1 Government services

This group of headings does not include government
transactions in services which can be allocated to the

specific headings elsewhere in the accounts. For ex-
ample, the cost of overseas travel by Government offi-
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cials stationed in the United Kingdom is included in
‘travel’ and the values of freight, insurance and commis-
sions on goods shipped on government account are in-
cluded in sea or on transport and ‘other services’'.

2.71 U.S. and Canadian forces’ expenditures (credits)

This item covers receipts for supplies and services to
United States (and previously Canadian) forces sta-
tioned in the United Kingdom.

2.12 Other military

Credits include:

— Contributions from overseas governments towards
common defence projects.

— The value of goods transferred to overseas contries
by United Kingdom forces abroad;

— The value of military services (e.g. training) prov-
ided in the United Kingdom to overseas residents;
Also included in past years were payments made by the
United States government for equipment supplied to

United Kingdom forces {‘offshore sales’).

Debits consist of:

— The local expenditure of United Kingdom forces
overseas;

— United Kingdom contributions to common defence
projects overseas.

2.13 European Communities’institutions (credits)

These are receipts by the United Kingdom government
for its activities as an agency for the collection of con-
tributions to the European Communities’ institutions.

2.14 Other

Credits include:

— The value of services provided in the United King-
dom to overseas residents under economic aid pro-
grammes (for which there is a counterpart entry
under Economic grants);

— Miscellaneous receipts not allocable elsewhere.

Debits include:

— The local costs of operating diplomatic establish-
ments abroad;

— The personal expenditure of diplomatic and other
non-military government staff stationed abroad;

— Miscellaneous payments not allocable elsewhere.

2.2 Government transfers

221 Economic grants (debits)

This heading includes:
— Cash grants;
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— The value of technical assistance to developing
countries;

— The value of goods and services of a non-military
nature provided to developing countries without
charge.

2.22 Military grants (debits)

This heading includes:

— Cash grants;

— The value of goods and services of a military nature
provided to overseas countries and international or-
ganizations without charge.

2.23 Subscriptions and contributions
to international organizations

® European Communities’ institutions

Debits consist of current United Kingdom contributions
to the European Communities’ institutions.

Credits consist almost entirely of receipts by the United
Kingdom Intervention Board for Agricultural Produce.

® Other international organizations (debits)

These include subscriptions towards the administrative
expenses of both military and non-military organi-
zations, and to international organizations, for multi-
lateral economic assistance to developing countries and
for other international projects.

Subscriptions to the International Development Asso-
ciation, the European Investment Bank and regional
development banks are not included here, but under
Official long-term capital.

2.24 Other transfers (debits)

There are national insurance benefits and pensions paid
to overseas residents, and some small miscellaneous
payments.

Payments in implementation of the guarantee clauses of
the Sterling Agreements are not included here, but
shown separately below as Capital transfers.

Nothing is included in respect of fixed assets transferred

to other countries without charge, except where the
transfer has been financed by economic or military aid.

2.3 Private services
2.31 Sea transport

The figures cover on one hand the overseas earnings of
United Kingdom shipping companies from carrying ex-



ports and in the cross-trades (that is, between third
countries) and from carrying overseas residents, with
their overseas disbursements as a contra item. On the
other hand, they cover amounts payable to overseas
shipping companies for the carriage of imports and for
carrying United Kingdom residents with their disburse-
ment in the United Kingdom as a contra item.

The assumption is made (in accordance with the IMF
manual) that, whatever arrangement is made for the
payment of freight charges, they are ultimately borne by
the importer of the goods to which they relate.

The earnings include those of foreign ships chartered by
United Kingdom shipping companies, whether on long
or short term charters; and account is taken of charter
payments both out and in. Up to 1971, ships on short
term (or voyage) charter to United Kingdom shipping
companies were regarded as still operated by the
owner, and payments for them were treated as freight
payments. Since then, payments for voyage charters
have been treated in the same way as payments for
time charters, as the attempt to distinguish between
them proved increasingly artifical.

The figures for United Kingdom shipping companies re-
late to voyages completed in the year.

The overseas disbursements taken into account include
amounts made available to crew members (in particular,
non UK nationals on ships operated by United Kingdom
shipping companies) for use abroad.

Earnings of United Kingdom shipping companies from
carrying overseas residents are approximated by pas-
senger revenue collected abroad; any revenue coliected
abroad from United Kingdom residents is not deducted,
nor is revenue collected in the United Kingdom from
overseas residents added.

On the credit side, an estimate is included for receipts
from overseas passengers’ expenditure on board ships
operated by United Kingdom shipping companies.

The following are excluded:

— Amounts payable to foreign shipping companies
operating in the British coastal trade, and their disbur-
sements in the United Kingdom.

Expenditure by United Kingdom passengers on board
ships operated by overseas shipping companies (in-
cluded under Travel).

— Payments by United Kingdom passengers to over-
seas shipping companies for journeys not beginning
or ending in the United Kingdom (e.g. on cruise
ships).

2.32 Civil aviation

This account differs from the sea transport account in
that the figures reported by the United Kingdom civil
aviation industry are on a payments basis. The content
of the account is similar to that for sea transport, with

the addition of overseas receipts or payments for the
carriage of mail, and under pooling arrangements be-
tween British and overseas airlines.

Because of the differing relative importance of the vari-
ous items, the civil aviation account is not presented in
quite the same way as the sea transport account, the
items being grouped in a somewhat different way.

As for sea transport, passenger revenue collected
abroad by British airlines is taken as an approximation
to earnings from overseas residents. It covers journeys
between third countries as well as to or from the United
Kingdom; but no account is taken of any payments to
overseas airlines for journeys between third countries.

Receipts from overseas passengers while travelling
within the United Kingdom by British airlines are not in-
cluded here but are in the travel account (which also in-
cludes figures for the spending of British passengers be-
tween or within overseas countries).

Road transport and fares paid abroad

No estimates have yet been included on either side of the
account for the value of international freight transport
by road. Receipts and expenditure in respect of passen-
ger fares abroad are included, but not distinguished,
under Travel.

2.33 Travel

The figures represent overseas expenditure by visitors
other. than on passenger fares by air or sea to or from
the United Kingdom. All kinds of expenditure are in-
cluded, whether on accommodation, meals, travel with-
in the country visited, purchases in shops or anything
else, with the exception of cars purchased (which are
included in Visible trade).

The visitors covered are those who have concluded vis-
its of less than twelve months for any purpose other
than to take up employment, including day visitors.

An analysis by purpose of visit distinguishes holidays,
business, and others; the final category includes visits
made for more than one purpose in which none pre-
dominates as well, for example, as visits to friends and
relatives, and visits for purposes of health, study, religion
or to attend sporting events. '

Estimates are included for the expenditure of British
passengers on board ships operated by overseas
shipping companies and on board aircraft, and for the
expenditure in overseas countries of British passengers
on cruise ships.

The figures do not cover expenditures of merchant sea-
men or airline personnel {included under Sea transport
or Civil aviation), or those of military personnel travelling
on duty (included under Government services).
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2.34 Other services

Insurance (credits only are distinguished)

The classes of business covered are marine, aviation
and transit insurance written by British insurance com-
panies; all kinds of overseas business undertaken by
Lloyd’'s underwriters; and commissions earned by British
insurance brokers on foreign business.

Cargo insurance is treated according to the IMF simp-
lified system, under which the whole of the net earnings
of UK insurers from underwriting risks on international
cargoes, whether from overseas or United Kingdom res-
idents, are credited, and the estimated cost of all pre-
miums on imports, whether paid to British or overseas
insurers, is debited under 'Other services’'. There are
thus entries on both sides of the account in respect of
cargo insurance undertaken by British insurance com-
panies for British importers, which approximately offset
each other or align the figures of visible trade and in the
capital account when cargoes fail to reach their desti-
nation or are damaged in transit.

The figures for insurance companies’ marine, aviation
and transit business are effectively on a cash basis. Ac-
count is taken of both direct and reinsurance business
undertaken, net of reinsurances ceded.

Lloyd’s underwriters deal with the difficulty of estimat-
ing their outstanding liabilities by deferring the prep-
aration of their full accounts for three years. The only
up-to-date figures are those of payments, and what is
reported is the excess of premiums over claim pay-
ments. The figures entered in the balance of payments
accounts are three-year averages, taken as approximat-
ing to the earnings on a transactions basis and the differ-
ences between the three-year averages and the net pay-
ments and receipts are included in the capital account.
For practical reasons, insurance brokers’ commissions
are those earned in foreign currencies plus sterling from
the Republic of Ireland, are taken as approximating to
those earned from overseas residents.

Overseas earnings of British insurance companies other
than those derived from marine, aviation and transit
business are not included here. The most important are
earnings on reinsurance business with overseas insur-
ance companies, which are included with the profits of
overseas branches, subsidiaries or agents under Inter-
est, profits and dividends on direct investment. Little
long-term business is written directly by British insur-
ance companies for overseas residents, and no account
is taken of the earnings from it, which besides being
small are difficult to measure.

1 See page 22
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Banking (credits only are distinguished)

The earnings from banking services, include banking
charges and commissions, and arbitrage and under-
writing commissions; no account is taken here of interest
receipts and payments.

The figures cover the earnings of United Kingdom bran-
ches and subsidiaries of overseas banks other than from
their parents.

Earnings from overseas parents and affiliates are not in-
cluded here, but under Services rendered to United
Kingdom enterprises.

Merchanting (credits only are distinguished)

This heading includes only the estimated profits on
trade between countries other than the United Kingdom
arranged by British intermediaries. Profits on goods im-
ported and subsequently re-exported are not included
here, these transactions being included in visible trade.

Brokerage etc. (credits only are distinguished)

This heading includes: ‘

— The net eamnings of the Baltic Exchange from com-
missions, brokerage, fees, etc. in respect of the char-
tering or sale of ships and aircraft, and from asso-
ciated activities;

— Net Stock Exchange earnings e.g., from fees, com-
missions, arbitrage, or underwriting commissions;

— Overseas earnings of Lloyd’s Register of Shipping.

Commissions etc. on exports and imports

These are commissions payable to selling agents, to-
gether with the value of after-sales service provided by
them.

Telecommunications and postal services

These are receipts and expenditure in respect of tele-
phone, telegraph and telex services, communications
satellites, submarine cable work and postal services.

Films and television

The figures represent amounts earned or expended by
way of royalties, rentals and purchase of films and tele-
vision material, together with amounts payable for pro-
duction overseas. Foreign film companies’ earnings in
the United Kingdom which are used to finance film pro-
duction there, are included both as debits and credits.



Royalties etc.

This heading is broadly defined, and covers all kinds of
charges for the use of processes and other information,
including those relating to patents, trade marks, designs
and copyrights; for manufacturing rights and the use of
technical ‘’know-how’; and for the reproduction of print-
ed matter, sound recordings and performing rights (ex-
cept for the showing of films and television material, in-
cluded under the previous heading).

Mineral royalties are included, but not oil royalties
(which are usually paid locally by overseas subsidiaries,
and so deducted in arriving at the figures reported un-
der Interest, profits and dividends).

Changes for the value of information supplied {'’know-
how’) are omitted in cases where they cannot be sep-
arately identified. One example is the export or import of
capital goods, when the value of information supplied
may be included under visible trade; in particular in res-
pect of large contracts for the supply of complete
plants, the knowledge of how to operate them may
form an integral part of the contract. Another example
is the provision of information to overseas affiliates
without charge, when profits recorded as direct invest-
ment income may be inflated by amounts really proper
to this heading.

Services rendered by or to United Kingdom enterprises

These are services rendered to or by overseas parents or
affiliates. All kinds of services are covered other than
those separately provided for above. The figures report-
ed are the net charges between each United Kingdom
enterprise and its parent of affiliates in each overseas
country.

Banks are included, but oil and insurance are excluded.

Agency expenses, advertising and other commercial services

These mainly represent sales promotion costs other
than selling agents’ commissions (for which there is a
separate heading).

Computer services are not included here, but under
Other credits.

Services of these kinds to overseas affiliates are not in-
cluded here, but under the previous heading.

Construction work overseas (credits only)

These earnings are all net of associated overseas expen-
diture.

They cover the earnings of United Kingdom contractors
and Government Departments on overseas projects man-
aged from the United Kingdom, together with the fees
of consulting engineers, architects and gquantity survey-
ors engaged on overseas projects.

Earnings on projects managed by overseas branches or
subsidiaries are not included here, but as direct invest-
ment income under Interest, profits and dividends.

Expenditure by overseas students and journalists (credits only}

This figure represents the estimated expenditure of
those who are in the United Kingdom for twelve months
or more. It includes an estimate of receipts for the main-
tenance and education in the United Kingdom of the
children of United Kingdom nationals who are resident
abroad.

Overseas governments’ and non-territorial organizations’
expenditure (credits only)

This figure represents the local costs of operating dip-
lomatic and consular offices in the United Kingdom, to-
gether with the personal expenditure of their non-resi-
dent staff; and similar expenditure by non-territorial or-
ganizations.

The corresponding expenditure by the United Kingdom
is included under debits for Government services above.

Non-governmental receipts from foreign military forces
(credits only)

This figure represents the personal expenditure in the
United Kingdom of members of these forces, together
with purchases from the private sector by foreign mil-
itary establishments in the United Kingdom.

Governmental receipts from foreign military forces, and
military expenditure overseas, are included under Gov-
ernment services above.

Services associated with UK Continental Shelf activities
(net) n.e.i.

This item appears separately for the first time in the
1964 — 1974 Pink Book, previously having been included
with the oil companies’ entries in interest, profits and
dividends. It covers services associated with oil com-
panies’ exploration, development and operational activi-
ties on the UK Continental Shelf.

Other (credits)
Since for a number of items, credits are distinguished

but not debits, this heading differs in coverage from
‘Other’ (debits).
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The main items included are:

— Remittances from United Kingdom residents work-
ing temporarily overseas;

— Professional consultants’ fees not included above;

— Earnings for computer services;

— Pensions payable to United Kingdom residents from
abroad;

— Overseas subscriptions to United Kingdom profes-
sional associations;

— The value of private services (except education) pro-
vided to overseas residents in the United Kingdom
and paid for out of United Kingdom; government
grants (there is a counterpart entry under Economic
grants).

Other (debits)
This heading differs in coverage from ‘Other’ {credits).

The main intems included are:

— The estimated cost of all insurance premiums on im-
ports (see note under Insurance above);

— Other payments for insurance, banking, and other fi-
nancial services;

— Expenditure overseas by British journalists and stu-
dents;

— The net earnings of overseas contractors in the

United Kingdom;

— Remittances by foreign residents working temporar-
ily in the United Kingdom;

— Fees paid to overseas professional consultants;

— Private pensions payable abroad.

Non-monetary gold
Prior to the 1964 — 1974 Pink Book, non-monetary gold

was included in ‘other services’ but is now accounted
for within visible trade. (See page 17).

2.4 Interest, profits and dividends

These are all net of taxes payable locally.

241 Earnings of direct investment’

The figures include branch earnings, interest on loans,
and the total profits of subsidiary and associated com-
panies accruing to overseas shareholders. Profits not re-
mitted home to the parent appear again on the opposite
side of the account under /nvestment and other capital

flows.

The figures shown for profits are net of losses.

1 Direct investment, and subsidiary and associated companies, are
defined in Annex VI.
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Where an overseas subsidiary or associate is not wholly
owned, only that part of its earnings accruing to the in-
vesting company is included.

The figures cover all important industrial and commer-
cial companies with overseas affiliates, including prop-
erty companies but excluding oil companies, for which
estimates are included under ‘Other investment in-
come’. Banks and insurance companies are also cov-
ered.

The overseas earnings of insurance companies are
those estimated to have accrued during the year on gen-
eral business, after making allowance for unearned
premiums, unexpired risks, and outstanding claims, to-
gether with income on funds invested by overseas affil-
iates. They include the profits of branches, subsidiaries
and agents, together with the net earnings on reinsur-
ances accepted from or ceded to overseas insurance
companies. Earnings on overseas long-term business
have not been considered sufficiently important to justify
their being reported.

Apart from the allowance made for reinsurance busi-
ness done with United Kingdom insurance companies,
nothing is inciuded in respect of the earnings in the
United Kingdom of overseas insurance companies,
which have been found to be small.

2.42 Earnings of portfolio investment

All the entries relate to amounts remitted during the
year.

Credits cover interest and dividends received by finan-
cial institutions, industrial and commercial companies
and the personal sector.

Debits cover interest paid on overseas holdings of the
following:

— United Kingdom government and government guar-
anteed stocks (other than those held by central
monetary institutions and international organiza-
tions);

— Local authorities’ securities and mortgages, and
loans to them from banks etc., abroad (excluding
short-term deposits);

— Public corporations’ issues abroad, and loans to
them from banks etc. abroad;

— United Kingdom ¢company securities (dividends as
well as interest).

243 Earnings of other investment

This heading covers income derived from some other
types of long-term lending or borrowing, as well as from
short-type lending or borrowing of all kinds.



The categories included (but not separately distin-
guished) are:

— Interest on government lending and borrowing not
included under portfolio investment income;

— Oil companies’ earnings;

— Interest on direct borrowing abroad by United King-
dom companies;

— Earnings on the external liabilities and claims of
United Kingdom banks and the money market;

— Interest on trade credit;

— One or two miscellaneous items, in part relating to
the private sector.

Government interest payments and receipts comprise:

— Interest on inter-government loans and other official
investment (including interest on foreign currency
reserves);

— Interest on official currency liabilities;

— Net charges for the use of Special Drawing Rights;

— Charges on drawings from the International Mon-
etary Fund.

Oil companies’ earnings and investment are reported
and dealt with separately from the earnings and invest-
ment of other industrial companies.

On the credit side, earnings themselves are not report-
ed, but a proximate figure is obtained as the difference
between net overseas remittances in the year and the
balance of the figures reported in respect of visible
trade, shipping and investment. As well as profits the fig-
ure so obtained reflects the value of other transactions
with overseas affiliates, in particular the value of serv-
ices other than shipping services supplied or received,
and therefore does not exactly represent the profits
earned in the year. The effect of this treatment is that
errors or omissions in the oil figures included elsewhere
in the accounts are compensated in the figure included
here; the entries in the accounts as a whole for the
United Kingdom oil companies sum to their net remit-
tances in the year.

Oil debits are recorded on a similar basis to other direct
investment debits.

The interest on company borrowing debited is that on
borrowing arranged directly and not through overseas
affiliates, other than by the issue of securities (interest
or dividends on which are included under Portfolio in-
vestment income).

Interest on trade credit covers provided by banks and by
suppliers, other than interest on credit provided to over-
seas parents and affiliates (which is included under
Direct investment income).

Interest and other earnings on external liabilities and
claims are computed separately according to whether
they are in overseas currencies or in sterling. The former
include interest charges on borrowing on behalf of the
UK public sector, and to finance UK investment over-

seas. The latter include interest on exchange reserves
held in sterling by other countries. The coverage is des-
cribed in detail under /nvestment and other capital flows
below.

The other income included is that arising from property
owned abroad (other than by the overseas subsidiaries
of property companies); and income from trust funds in-
vested abroad by persons or institutions (including
Lioyd’s underwriters).

2.5 Private transfers

What is recorded here is the counterpart to entries re-
corded above in respect of goods and services supplied
to or by overseas residents for which no charge is
made, and to cash gifts and other assets changing be-
tween United Kingdom and overseas ownership other-
wise than by purchase.

The main classes of transaction included are:

— Legacies;

— Migrants’ assets (other than personal and household
belongings);

— Sums transferred by charitable organizations;

— Remittances by United Kingdom residents to their
dependants overseas and from overseas residents to
their dependants in the United Kingdom;

— QGifts of goods sent by parcel post.

3. CAPITAL TRANSFERS

This heading covers only payments made in implemen-
tation of the guarantees against exchange rate loss con-
tained in the Sterling Agreements relating to sterling bal-
ances held by other countries.

4, INVESTMENT AND OTHER CAPITAL FLOWS

4.1 Official long-term capital

4.11 Inter-government loans

The entries represent drawings on and repayments of
long-term loans between the United Kingdom govern-
ment and overseas governments. Currently, its principal
constituents are loans by the United Kingdom repre-
senting official economic aid (or their repayment), and
the continuing repayment by the United Kingdom of
loans received from the United States and Canada
shortly after the war.

4.12 Other official long-term capital

Included here is the making or repayment of loans
(other than to overseas governments) by the United
Kingdom government or by certain public authorities,
mainly representing official economic aid.
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The transactions for 1964 — 1974 included:

United Kingdom subscriptions to:

— The International Development Association;

— Regional development banks;

— The International Bank for Reconstruction and Dev-
elopment (BRD);

— European Investment Bank;

— The repayment of the United Kingdom subscription
to the European Fund;

—- Changes in the investments of the Commonwealth
Development Corporation;

— Capital and interest payments in respect of loans
made by IBRD to Rhodesia and guaranteed by the
United Kingdom government;

— The repayment by Alcan Aluminium Ltd of Canada
on war-time loan:

— A capital contribution to the reserves of the Euro-
pean Coal and Steel Community.

4.2 Overseas investment in the UK public sector

This class of inward investment includes portfolio in-
vestment and direct borrowing from abroad.

The figures are net of disinvestment.

The following are included:

— Transactions in United Kingdom government and
government guaranteed stocks (other than those
held by central monetary authorities or international
organizations);

— Transactions in local authorities’ securities and mort-
gages;

— Public corporations’ and local authorities’ net issue
abroad;

— Public corporations’ and local authorities’ direct bor-
rowing from banks etc.

4.3 UK private sector investment

The separate headings for inward and outward invest-
ment both distinguish four main sub-divisions:

— Direct investment (ohter than oil);

— Investment in UK company securities;

— Portfolio investment;

— Other investment (including oil).

The figures throughout are net of disinvestment.

4.31 Direct investment

This is investment in branches, subsidiaries, or assoc-
iated companies. Subsidiaries are companies controlled
by the investing company. In associated companies, the

investing company has a substantial and continuing inter-
est falling short of full control.’

1 Fuller definitions are given in Annex V.
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Included are investment in banking; and (on the out-
ward side only) investment by insurance companies and
by public corporations. Partial information about inward
investment in insurance, which is not very large, is in-
cluded under Other investment.

Separate figures are shown for four main components:
— Changes in branch indebtedness;’
— Unremitted profits of subsidiaries and associates;
— Acquisition of share and loan capital, less redemp-
. _2
tions;
— Changes in inter-company accounts.’

Some of the figures for outward investment by insur-
ance companies, e.g. for changes in indebtedness, are
not obtained directly but as the difference between to-
tal net overseas remittances in the year and figures re-
ported in respect of profits or other capital account
items; the capital account consequently includes items
omitted from the current account, e.g. charges for serv-
ices.

Details of outward direct investment activities are given
in an Annex to the Pink Book.

4.32 Investment in UK company securities

This item covers changes in overseas holdings of UK
company securities, including securities issued abroad.?

4.33 Portfolio investment

Outward portfolio investment covers investment by fin-
ancial institutions, industrial and commercial com-
panies and the personal sector, and includes dealings in
securities issued by overseas residents on the London
Market as well as overseas.

4.34 Other investment

The figures for oil included under this heading are simi-
lar in scope to those recorded as direct investment, and
include reinvested profits.

The remaining inward investment consists of:

— United Kingdom companies’ borrowing from banks
and commercial companies overseas arranged dir-
ectly;

— ldentified investment in insurance;

— ldentified investment in property (other than through
United Kingdom affiliates).

1 The trade credit component of these changes is separately distin-
guished elsewhere.

2 Together with the value of shares transferred between parents and
overseas affiliates.

3 Qverseas portfolio investment in the UK public sector is included
under an earlier heading.




The remaining outward investment takes account of:

— Identifiable investment in property (other than
through overseas affiliates);

— Investment by the Commonwealth Development Fi-
nance Company.

Compensation payments to United Kingdom residents
in respect of overseas assets which have been national-
ized are taken into account as disinvestment.

4.4 Overseas currency borrowing or lending by
United Kingdom banks

These figures are reported by all banks and similar insti-
tutions in the United Kingdom authorized to deal in
overseas currencies.

They mainly represent the net balance of payments ef-
fect of the banks’ external borrowing and lending in the
euro-currency market. They cover also changes in
claims on overseas residents in the form of commercial
bills denominated in overseas currencies and owned by
the banks, and in respect of bills accepted by the banks
on behalf of overseas customers; and transactions in
overseas notes and coin.

What is recorded is the net change of external liabilities
and claims to or from overseas residents, whose counter-
part represents the net amount in overseas currencies
made available to the banks’ UK customers and used,
either within the United Kingdom or to finance overseas
investment, together with the net amounts switched by
the banks themselves from overseas currency assets
into sterling or vice versa.

Under the main heading separate figures are given for

the following sub-headings:

— Borrowing to finance UK investment overseas;

— Borrowing to finance lending to the UK public sec-
tor;

— Other borrowing or lending (net).

The first two are identified (by reference to the corre-
sponding lending) because of the economic importance
of these transactions; but this does not mean that the
borrowing is specifically designated for or allocated to,
these purposes.

The borrowing to finance lending to the public sector
includes borrowing on behalf of public corporations and
local authorities.

The great majority of the loans are short-term (with an
original maturity of 12 months or less), but a small pro-
portion is for longer.

Claims include holdings of overseas Treasury bills or sim-
ilar short-term assets. Liabilities include negotiable

dollar certificates of deposit issued in London and held
by banks on behalf of overseas customers.

Since the official liabilities in foreign currencies arising
from short-term loans by UK banks to the United King-
dom government (like those from drawings on facilities
provided by overseas central banks) are included under
Official financing, the external liabilities of UK banks
corresponding to this element of their assets are exclud-
ed here.

4.5 Exchange reserves in sterling

Under this heading are recorded changes in liabilities to
overseas central monetary institutions and to internatio-
nal organisations other than the International Monetary
Fund in respect of their sterling reserves, in the main
forms in which these are held. The figures thus broadly
reflect the reserve role of sterling.

Separate figures are given in respect of exchange

reserves represented by holdings of British government

and government guaranteed stocks. The remaining

change is that in mainly short-term holdings of various

kinds, described as ‘banking and money market liabilities

in sterling’ and comprising the following:

— Current and deposit accounts, and sterling certifi-
cates of deposit;

— Temporary loans to, and bills drawn on, local author-
ities;

— Deposits with hire purchase finance companies;

— Non-interest bearing notes held by international or-
ganizations (other than the IMF).

The figures exclude sterling reserves held in some

forms, e.g. in equities; nor do they correspond exactly,

for overseas sterling countries, to the amounts guaran-

teed against exchange loss under the Sterling Agree-

ments.

In order to show the correspondence between UK and
IMF headings, a breakdown of this item supplementary
to that given in the Pink Book is provided in Annex |
(Part 3).

4.6 Other external banking and money market lia-
bilities in sterling

Changes in these holdings by overseas residents other
than central monetary institutions and international
organizations are shown separately from changes in the
corresponding short-term sterling claims. The items cov-
ered are the same as those listed above in the previous
note.

In order to show the correspondence between UK and
IMF headings, a breakdown of this item supplementary
to that given in the Pink Book is provided in Annex I
(Part 3).
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4.7 External sterling claims of UK banks

This covers sterling claims of UK banks on overseas res-
idents other than export credit, and is included in

‘other short-term flows’ in the Pink Book.

4.8 Import and export credit

This heading records changes in trade credit extended
by supplying countries less changes in credit received in
the form or advance and progress payments.

Both short and longer-term credits are covered. Though
for most goods exported or imported payment is re-
quired within not more than six months, in terms of the
value of credit extended, or of changes in it, the greater
part is represented by longer term credit, whose term
can be five years or more.

Besides export credit provided by suppliers, the figures
include, and distinguish, credit provided by the banking
' sector, including credits guaranteed by the Export
Credits Guarantee Department (ECGD). Where advance
and progress payments to United Kingdom exporters
are financed by United Kingdom banks under ECGD
buyer credit schemes, charges are recorded both as
credit extended by UK banks and as credit received by the
exporters {netting out within export credit as a whole).

Bank credit refinanced with ECGD is shown in the first
table in Annex 1 of the Pink Book.

The figures cover credit provided by merchants as well
as by manufacturers, including credit relating to third
country trade. They do not cover credit transactions of
the public sector, with the exception of the public cor-
porations, for which figures are included. Once again,
oil companies are treated exceptionally — changes in
credit extended or received by them being included in
the oil component of Interest, profits and dividends, and
not here.

The figures entered under this heading are limited to
changes in credits with unrelated concerns. Changes in
credits with overseas parents or affiliates are included
under Direct investment as changes in inter-company
indebtedness, and not here.

In 1968 and 1969, allowance was made under the import
credit heading for the value of import deposits paid di-

rectly to H. M. Customs and Excise by overseas sup-
pliers, and in 1970 and 1971 for their repayment.

4.9 Other short-therm flows

This heading covers some miscellaneous items which
do not fit in elsewhere, both official and private.
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In several earlier years figures have been included here
in respect of changes in certain liabilities to the Inter-
national Monetary Fund, arising from:

— Charges on United Kingdom drawings credited in
sterling and its subsequent repurchase;

— The Fund’s administrative and operational expendi-
ture in sterling;

— IMF gold deposits in the United Kingdom from 1965
to 1967 to alleviate the impact of gold purchases
from the United Kingdom by other Fund members
to meet increases in their gold subscriptions,’

There were no transactions of these kinds in 1973 or
1974.

5. BALANCING ITEM

This is the amount included in the accounts in order to
bring the sum of all entries to zero. It represents the to-
tal of all errors, omissions and unrecorded timing differ-
ences.

Errors may arise anywhere in the accounts because en-
tries which in principle should correspond are derived in
practice from different sources, and therefore do not do
so. As will be seen, the records of some transactions do
not exactly correspond to the calendar year. The valua-
tions put on exports and imports may not correspond to
the amounts paid for them, and though credits ex-
tended or received are in principle allowed for, errors re-
main, the estimates of changes in trade credit being far
from precise. Recent experience suggests that the main
errors in identifying fluctuations both in the balances of
the accounts and in their absolute levels are now likely
to be in the account for investment and other capital
flows.

6. EEA LOSS ON FORWARD COMMITMENTS

This item appeared only in 1967 and 1968. It represented
the loss arising because forward commitments of the
Exchange Equalization Account in the market were re-
corded as being settled on maturity at a new parity.

The following two headings appear in the accounts sep-
arately from the main categories of /nvestment and
other capital flows and Official financing:

7. ALLOCATION OF SPECIAL DRAWING RIGHTS
This is the counterpart of the addition to official re-

serves resulting from the allocation of Special Drawing
Rights.

1 These deposits were liquidated in 1972.



8. GOLD SUBSCRIPTION TO IMF

This is the counterpart of the reduction in official gold
reserves resulting from increases in quotas in certain
years. This item represents an obligation arising from
United Kingdom membership of the International Mone-
tary Fund, and is kept distinct from the transactions
with the IMF included under Other short-term flows or
Official financing.

9. OFFICIAL FINANCING

9.1 Net transactions with overseas monetary
authorities

9.11 International Monetary Fund

This heading represents the balance of United Kingdom
drawings of overseas currencies from the Fund and of
repurchases of sterling, together with the balance of
transactions in sterling by other countries.

From July 1972, it is limited to the effect of transactions
in the credit tranche, that is to say, transactions affect-
ing IMF holdings of sterling between 100 % and 200 %
of the United Kingdom quota. Prior to that date,
changes in the United Kingdom's reserve position in the
Fund (the amount by which the UK quota exceeds the
Fund’'s holdings of sterling) were also included here;
since then, the more usual practice has been followed
of including this item with changes in the reserves of
gold and overseas currencies, since the reserve position
in the Fund represents an automatic drawing right.

9.12 Other monetary authorities

This heading (nil in 1973 and 1974 covers borrowing
from and repayments to overseas central banks and

other central monetary authorities except the Interna-
tional Monetary Fund.

It includes changes in sterling liabilities representing the
counterpart of assistance in the form of currency swap
arrangements and any borrowing in the form of over-
seas currency deposits. Also included in 1971 and 1972
were amounts swapped forward into later months.

9.2 Foreign currency borrowing by H. M.
government

This item appears for the first time in the 1964 — 1974
Pink Book. It covers drawings on a euro-dollar facility
arranged by the Bank of England with UK clearing
banks and their associates on behalf of H. M. Govern-
ment to borrow $ 2500 million for a period of up to 10
years.

Transfer from dollar portfolio to the reserves

This item appeared only in 1966 and 1967. It represented
the counterpart of the addition to the reserves resulting
from the sale of the official portfolio of dollar securities.

9.3 Drawing on or addition to official reserves

The figures represent the sterling equivalent of changes
in the official reserves of gold and overseas currencies
(including Special Drawing Rights), together with
changes in the United Kingdom reserve position in the
International Monetary Fund (from July 1972 on).

Conversion to sterling is at the rates of exchange at
which transactions have taken place.
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Il — Methods of estimation

PRELIMINARY REMARKS

The balance of payments estimates for the United King-
dom are built up from a wide variety of sources. For vis-
ible trade, they are mainly derived from customs rec-
ords. For the most important categories of invisibles,
and for long-term capital, information is specially col-
lected in a number of inquiries of varying scope and
coverage to which a number of Government Depart-
ments contribute. For official transactions, "there are
official records. For monetary items, use is made of
Bank of England records and of returns made to the
Bank of England by the banking sector. For other items,
use is made of related indicators, of Exchange Control
records, and of partner country information.

Though there are many advantages in collecting bal-
ance of payments information directly, there are some
attendant drawbacks (leaving aside the cost). The in-
formation collected has to be limited to what can be
provided without undue difficulty: many of the inquiries
are voluntary, and many are limited to a sample. The
figures reported are subject to the limitations of the ac-
counting records from which they are derived, which
may leave some room for doubt (e. g. as to exactly how
profits are arrived at), or relate to periods other than the
calendar year. There are problems in respect of trans-
actions between parent companies and their overseas
affiliates. It is not always possible to obtain a satisfac-
tory geographical or sector analysis {or even any at all).

Despite these drawbacks, the United Kingdom authori-
ties are satisfied that the whole range of overseas eco-
nomic transactions of the United Kingdom is best esti-
mated by the kind of methods they have developed —
certainly better than by relying solely on payments data,
for the reasons given in Part | in the discussion of the
use of the transactions basis.

Within the current account (on which most attention is
focussed), the majority of the estimates are regarded as
adequate. Those for visible trade and for government
services and transfers are reckoned good, and those for
the main categories of services as at least reasonably
satisfactory. The weakest components are some of the
estimates for Other services and for Private transfers.

A limitation on the extent to which the figures can be
analysed is imposed by the need sometimes encoun-
tered to avoid disclosure of certain details, either for ad-
ministrative or commercial reasons. This may limit the

amount of information published, e. g. where the provi-
sion of more detailed figures would reveal particulars re-
lating to individual undertakings.

1. VISIBLE TRADE

The balance of payments figures are based on the sta-
tistics of overseas trade compiled by H. M. Customs
and Excise. These represent in the main-a summation of
the particulars contained in the declarations made by
importers and exporters, to which is added information
for certain items obtained from other sources; e. g. for
electricity (from the Central Electricity Generating
Board), and for parcel post (numbers of overseas par-
cels are reported by the Post Office and their average
value determined by a sample inquiry).

A number of adjustments are made to the overseas
trade statistics in order to obtain the figures incorpo-
rated in the balance of payments accounts. The 1974
adjustments are set out in Annex Ill. The following notes
describe the sources of information used.

() Valuation adjustments
{(a) Freight, insurance and port charges

The import values declared to customs are on a cif
basis. To convert them to the balance of payments fob
basis, estimates of the values of freight and insurance
must be deducted, together with charges at United
Kingdom ports included in the cif valuation.

Freight on imported cargoes other than oil is estimated
by use of a large sample of freight rates applicable to
particular commodities. Information about freight on oil
is supplied by the oil companies. Air freight is estimated
from examination of a sample of customs records.
These also provide the basis for estimates of the cost of
insurance on goods imported (together with information
supplied by the insurance industry), and of port
charges.

(b) Other valuation adjustments
Adjustments are made where the values of imports rec-
orded in the trade statistics are known to differ from

market values, and there is a basis for estimating the
difference.
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They apply to some goods supplied by overseas compa-
nies to their parents or affiliates in the United Kingdom,
and to certain classes of goods imported on consign-
ment. Estimates may be based on examination of de-
tailed customs records, on later corrections to initial im-
port declarations, or on comparison between customs
and Exchange Control records.

(11} Coverage adjustments

(a) Second-hand ships and aircraft (apart from certain
small vessels)

These do not appear in the trade statistics, and the ap-
propriate values need to be added to both exports and
imports. Information about second-hand ships is ob-
tained from official records, including the records of
ships registered in the United Kingdom, and from trade
publications. Information about second-hand aircraft is
obtained from customs’ records.

{b) Ships delivered abroad

Information comes from the same sources as for sec-
ond-hand ships.

{c) Supplies to the Navy, Army and Air Force Institute
(NAAFI)

The value of these supplies, which are for the use of
United Kingdom forces overseas, is deducted from the
value of exports. It is reported by the Institute.

(d) Returned Goods/Goods for processing and repair

These goods can beidentified in customs records when
they enter the United Kingdom and exemptions from
Customs’ duty is claimed. In the balance of payments,
their import value is deducted from both imports and
exports in the period in which they are imported.

(e) Other coverage adjustments
These consist of the following:

Source
Trade in atomic energy ma- Atomic Energy Authority.
terials omitted from the trade
statistics.
Exports by letter post. The Publishers’ Association (for books)

and a sample inquiry made by the Post

Office.
Additions and alterations to For exports, returns made by the ship-
ships. building industry; for imports, official re-

turns of capital expenditure.
Forces parcels (values de-  Returns of numbers of parcels out and
ducted from trade statistics). in, and sample inquiries to determine
average values.
Non monetary gold (see For Coins, returns to customs and excise;
p.17). for other non-monetary gold, a Bank of
England inquiry to gold dealers.
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For a number of years, adjustments have been made to
correct for the under-recording of exports due to the
failure of some exporters or their agents to submit ex-
port documents to customs. The extent of the shortfall
is estimated by checks of customs documents against
ship and aircraft manifests, and subsequent reference
back to the firms concerned. In 1969 and 1971, adjust-
ments were made also to eliminate an artificial increase
in recorded exports resulting from a speeding up in the
submission of export documents.

The part of the Ekofisk pipeline from Teeside lying on
the UK continental shelf is treated as Norwegian in-
vestment rather than UK investment. As & result the
1964 — 1974 Pink Book figures contain an adjustment
to UK exports in 1973 to include pipe laid in the UK sec-
tor of the continental shelf.

A number of other adjustments, now discontinued,
have been made in past years.

2. INVISIBLES
2.1 Government services

2.2 Government transfers

The figures are based on the records of the Depart-
ments which have transactions with overseas residents.
Some degree of estimation is involved for some items.

2.3 Private services

2.31 Sea transport

The main source of the figures is an inquiry carried out

by the United Kingdom Chamber of Shipping among its

member companies on lines agreed with the Govern-

ment. Every fourth year (most recently for 1974) infor-

mation is collected from all shipping companies; in the

intervening years, information from a sample, including

all the largest shipping companies, is grossed up by ref-

erence to the last full inquiry by use of the ratio method,

account being taken also of changes in the size of the .
fleet.

The inquiry provides directly figures for earnings from
carrying exports and in the cross trades, for carrying
overseas residents, and from chartering ships out to
overseas shipping companies; and for disbursements
(including crews’ expenditure) abroad and for the cost
of ships chartered in from overseas shipping companies.

The cost of the carriage of imports by overseas shipping
is obtained, except for oil, by deducting British shipping
companies’ receipts for carrying imports (which are re-



ported in the inquiry) from the estimate of total freight
on imports by sea used in converting from cif to fob val-
ues. For ail, it is based on separate returns made to the
Bank of England by those oil companies which do not
have a tanker fleet of their own.

The debits for passenger fares payable is estimated
from the International Passenger Survey (see under
Travel below), in which a question is included about
payments for passenger fares by sea.

There are also a number of separate inquiries relating to
the expenditure of overseas shipping companies in Brit-
ish ports. For some items, notably oil bunkers, informa-
tion is obtained every year; for others it is collected on a
sample basis every few years, and the estimates
brought up to date by reference to the weight of cargo
carried by foreign vessels and to changes in the price
level.

Though the quality of the estimates is generally quite
good, there is a problem in valuing those tanker trans-
actions which take place between shipping departments
or subsidiaries and oil companies belonging to the same
group, which collectively predominate in the tanker ac-
count, and for which no market value exists. Some oil
‘tompanies make use of a weighted average of spot and
time charter rates described as AFRA (Average Freight
Rate Assessment), which is compiled by a panel of
London shipping brokers; others apply their own valua-
tions. The unavoidable use of valuations which are to
some extent artificial reduces the significance of the
estimates contained in the tanker account, though it
does not affect the balance of payments in aggregate
(see notes on oil under Interest, profits and dividends.
other investment, in Part || above).

2.32 Civil aviation

The overseas receipts of British airlines are reported to
the Civil Aviation Authority. Besides the major item of
passenger revenue, the figures cover freight on exports
and in the cross-trades, and receipts from the carriage
of overseas mail, from the leasing of aircraft, and from
overseas airlines under pooling arrangements. In the
same inquiry, information is provided also about over-
seas disbursements, including charter payments, crews’
expenditure abroad, and payments to overseas airlines
under pooling arrangements.

Amounts payable to overseas for carrying United King-
dom passengers are estimated by applying average
fares to numbers of passengers on different routes by
class and type of fare, obtained from the International
Passenger Survey, or from Republic of Ireland statistics
(see under Travel below). The estimate of freight on
imports carried by overseas airlines is derived from the
estimate of total freight on imports by air used in con-
verting from cif to fob values; the total figure is sub-
divided in proportion to the total weights of import car-

goes carried by British apd overseas airlines, which are
derived from customs records. Payments to overseas
airlines for the carriage of United Kingdom mail are re-
ported by the Post Office.

The figures for the expenditure of overseas airlines in
the United Kingdom are based on information supplied
to the Civil Aviation Authority by the more important of
them, supplemented by information supplied by the air-
port authorities about airport charges.

2.33 Travel

The travel estimates are mainly based on a large sample
of passengers entering or leaving the United Kingdom
by air or sea. Information from this survey is used also
in the shipping and civil aviation accounts, to provide an
analysis of trends in overseas tourism, and in estimating
the numbers of migrants to and from the United King-
dom.

The survey does not cover travel between the United
Kingdom and the Irish Republic, for which use is made
of estimates provided by courtesy of the Government of
the Irish Republic.

The survey covers those making day trips. Travellers in
transit through the United Kingdom, who pass through
immigration and customs control, are also covered.

In 1974, some 300 000 passengers were interviewed, re-
presenting rather more than 7 % of the total numbers,
but only half the interviews — those with returning, not
with outgoing passengers — yielded information about
expenditure. The very large size of the sample results
from the need to obtain within it a satisfactory sample
of migrants, rather than from balance of payments re-
quirements.

The sampling scheme is a complex one, involving three
stages. At selected airports, interviews are carried out
with a random sample of passengers at selected periods.
On selected sea routes, a random sample of pas-
sengers are interviewed on selecting sailings. Long air
and sea routes are more heavily sampled than short
ones. Estimates for non-sampled ports, routes or times
are generally made in proportion to the known total
numbers of passengers from data for a similar traffic
flow which is surveyed.

Because of the very large sample size, sampling errors
are probably less important than reporting errors, or
errors in estimating for non-sampled traffic;, the esti-
mates are considered as reliable as those for other in-
visible earnings or expenditure of the private sector.
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2.34 Other services

Insurance

Information is collected by the British Insurance Asso-
ciation from its members, and supplied by the Corpora-
tion of Lloyd’s for Lloyd’s underwriters, on lines agreed
‘with the Government. Insurance brokers make direct re-
-turns to the Department of Industry.

For cargo insurance written by insurance companies in
the UK the total surplus or deficit is recorded on busi-
ness done with both overseas and United Kingdom resi-
dents. What is reported is the balance of premiums
credited less claims debited in the company’s accounts
during the year, irrespective of the period to which the
insurance cover related — approximating to the cash
surplus or deficit in the year.

For Lloyd’s underwriters, the figures are also on a pay-
ments basis, and a three-year average taken. The ésti-
mate for the most recent year makes use of a forecast
for the following year, and is, consequently, especially
subject to revision.

Insurance brokers could not without great difficulty
distinguish their commissions on business for overseas
residents, and consequently they report commissions
payable in foreign currencies, which can more readily be
distinguished.

Banking

Charges for banking services are estimated by the Bank
of England. A full scale inquiry is conducted every three
years among banks doing overseas business, and sup-
plemented by simpler information obtained each
quarter.

Merchanting

Estimates of profits on third country trade are made by
the Bank of England, based partly on Exchange Control
information.

Brokerage etc.

Some of the organizations concerned supply informa-
tion about their overseas earnings, e. g. stockbrokers to
the Stock Exchange Council, Lloyd’s Register of Ship-
ping to the Bank of England. For others, estimates are
made by the Bank of England using Exchange Control
records or other information available to them.
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Commissions etc. on imports and exports

For imports, these are estimated by applying appro-
priate percentages to the cif values of imports in dif-
ferent categories. The percentages are determined
partly from examination of customs’ records and partly
from information supplied by traders.

For exports, the estimates are based on Exchange Con-
trol records. They are incomplete and not fully con-
sistent with the values of exports included under Visible
trade.

Telecommunications and postal services

The figures are based on returns made by the Post
Office and on Exchange Control records of overseas
payments made by private cable companies.

Films and Televisions

information is collected annually from the major film
companies, and from the British Broadcasting Corpo-
ration and the independent television companies.

Royalties etc.

Annual inquires are carried out, addressed to all enter-
prises known to have significant earnings or expenditure
of this kind. The coverage is, however, not absolutely
complete. Information about royalties etc. between
United Kingdom companies and their overseas parents
or affiliates is collected in a separate inquiry, together
with information about charges for other services {see
next item).

Services rendered by or to United Kingdom enterprises

Information about these transactions between related
companies in the United Kingdom and overseas is col-
lected in an annual inquiry addressed to all important in-
dustrial and commercial companies, other than oil com-
panies, which have overseas affiliates or parents (that is,
to enterprises based in the United Kingdom with direct
investments overseas, and to United Kingdom branches,
subsidiaries or associates of overseas enterprises).
Similar information is collected by the Bank of England
from the banking sector.

Agency expenses, advertising and other commercial services
)

The estimates are based on information supplied by
trade associations in the advertising industry, Exchange
Control records, and other information.



Construction work overseas

Private contractors and Government Departments re-
port their net earnings from overseas projects annually.
Net earnings of consulting engineers are estimated as a
proportion of the value of the overseas contracts on
which they have worked. Net fees earned by architects
and surveyors are reported only occasionally, and proj-
ected forward by use of related indicators.

Expenditure by overseas students and journalists

The estimates are principally made by applying figures
for assumed average annual expenditures to the num-
bers in the United Kingdom. The British Council report
the number of students, and the Foreign Press As-
sociation the number of journalists. The addition made
in respect of the children of United Kingdom nationals
resident abroad is a national one.

Overseas governments’ and non-territorial
organizations’ expenditure

The estimates are made by applying assumed average
expenditures to the known numbers of diplomatic and
consular staff, and from information provided by the
non-territorial organizations.

Non-governmental receipts from foreign military forces

The figures are based on information supplied by the
countries concerned.

Services associated with UK Continental Shelf activities (net)
{n.e.i.)

The estimates are based on information supplied by oil
companies operating on the UK Continental Shelf, Prior
to the 1964— 1974 Pink Book, the data was included
unidentifiably within the oil companies’ entries in inter-
est, profits and dividends.

Other credits / Other debits

Specific sources of information exist for relatively few
of the items included under these headings, e.g., among
credits for gold dealers’ purchases from non-monetary
users, for which figures come from the Bank of Eng-
land; and among debits, for insurance premiums on im-
ports, which are those estimated in converting from cif
to fob values. Estimates for most other items are based
on Exchange Control records.

Non-monetary gold

Prior to the 1964— 1974 Pink Book, non-monetary gold
was included in ‘other services’, but is now included in
visible trade.

2.4 Interest, profits and dividends

2.41 Earnings of direct investment

Information is collected in an inquiry carried out annually
by the Department of Industry, addressed to all import-
ant industrial and commercial companies, other than oil
companies, which have overseas parents or affiliates.
Returns are obtained from about 1300 enterprises, and
for others returns are constructed from published ac-
counts or other information. The same set of inquiries
covers royalty payments and charges for services be-
tween United Kingdom companies and their overseas
parents or affiliates, and capital flows. United Kingdom
companies which are subsidiaries or associates of over-
seas enterprises and which themselves have direct in-
vestments in third countries make dual returns.

Similar information is collected by the Bank of England
from the banking sector and (with a somewhat different
scope noted in Part |l above) by the British Insurance
Association from its members.

2.42 Earnings of portfolio investment

Receipts are mainly estimated from the records required
for tax purposes. The-figures for payments are based on
Exchange Control records.

2.43 Earnings of other investment

The figures included for oil companies are based on re-
turns made by them to the Bank of England.

Estimates for other private sector items included are
largely made by applying appropriate percentage rates to

average amounts outstanding. For government lending
or borrowing, the figures are based on official records.

2.5 Private transfers

The values of gifts sent by parcel post are estimated
from a sample inquiry. Estimates for other components
of this item are mainly based on Exchange Control rec-
ords or partner country information.

3. CAPITAL TRANSFERS
The figures come from official records.

4. INVESTMENT AND OTHER CAPITAL FLOWS

4.1 Official long-term capital



4.11 Inter-government loans

4.12 Other official long-term capital

The figures are derived from official records.

4.2 Overseas investment in the UK public sector

The figures are derived from direct inquiries carried out
by the Bank of England and from financial returns made
by local authorities. Information about indirect holdings
through banks or their nominee companies is obtained
in the Bank’s inquiry into external sterling liabilities, but
is not complete.

4.3 UK private sector investment

For Direct investment, information is obtained in the
same inquiries as for direct investment income.

The inquiry to industrial and commercial companies in-
cludes a question about the effect of exchange rate
changes on inter-company balances expressed in ster-
ling. It is supplemented by a special inquiry to ascertain
the amounts payable in respect of the takeover of Brit-
ish by overseas companies.

Insurance companies report their overseas remittances
each quarter and their overseas profits, together with
certain capital flows, each year; the balance of pay-
ments debits are obtained by combining these two sour-
ces of information.

The figures for Investment in UK company securities
and for Portfolio investment are based on an inquiry
carried out by the Bank of England among dealers in sec-
urities, and on Exchange Control information.

For the constituents of Other investment apart from oil,
the estimates are mainly based on Exchange Control
records. The figures for oil investment are supplied by the
Bank of England on the basis of information provided
by the oil industry.

4.4 Overseas currency borrowing or lending by
United Kingdom banks

4.41 Borrowing to finance United Kingdom investment
overseas

The figure is obtained from Exchange Control records.

4.42 Borrowing to finance lending to the UK
public sector

The information is available from Bank of England
records.
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4.43 Other borrowing or lending

The figure is obtained by deducting the amounts rec-
orded under the two previous headings from the net
change in total external liabilities and claims, adjusted to
eliminate the effect of exchange rate changes.

Liabilities and claims in overseas currencies at the end
of each quarter are reported to the Bank of England by
all banks and similar institutions doing overseas busi-
ness.

4.5 Exchange reserves in sterling

4.6 Other external banking and money market lia-
bilities in sterling

4.7 External sterling claims of UK banks

The figures are based on returns made to the Bank of
England by some 300 banks, including United Kingdom
nominee companies owned by banks, and by certain
other financial institutions including the Crown Agents
for Overseas Governments and Administrations (who
engage in borrowing or lending operations in the United
Kingdom on behalf of their principals).

4.8 Import and export credit

The main source is a statistical inquiry by the Depart-
ment of Industry addressed to all major importers and
exporters. Supplementary information is provided by
ECGD., the Bank of England, and British Airways, and
use is made of a Department of Industry inquiry into the
capital expenditure of shipping companies.

In the main inquiry, information is obtained from more
than 1500 enterprises. That relating to credit transac-
tions with overseas parents or affiliates is obtained at
the same time as information about overseas direct in-
vestment and investment income (and incorporated in
the direct investment figures). Enterprises with overseas
parents or affiliates are asked to make a separate return
in respect of trade credit with unrelated overseas con-
cerns,

Total figures derived from the inquiry are grossed up to
allow for non-response and for the smaller traders who
are not covered — a process subject to some uncertain-
ty in the absence of a complete register either or export-
ers or of importers. Use is made of previous returns, and
of information about the value of exports published in
companies’ accounts. The estimates are more reliable
for export than for import credit.

In the inquiry, traders are asked to state the amounts by
which the sterling values of credit outstanding have



been increased or decreased in consequence of changes
in the exchange rates used to convert amounts denomi-
nated in overseas currencies; and adjustment is made
for these amounts in arriving at the totals used.

ECGD figures are used for longer term export credits
which are insured by them.

The Department of Industry capital expenditure inquiry
provides in respect of each ship purchased abroad parti-
culars of the payments made both before and after it is
delivered.

British Airways supply details of their purchases of air-
craft abroad.
4.9 Other short-term flows

Information is obtained from both official and commer-
cial sources.

5. BALANCING ITEM

This is calculated in such a way as to bring the sum of
all entries to zero.

6. EEA LOSS ON FORWARD COMMITMENTS

7. ALLOCATION OF SPECIAL DRAWING RIGHTS

8. GOLD SUBSCRIPTION TO IMF

9. OFFICIAL FINANCING

All these figures come from official records.






Annex | — part 1

The balance of payments of the United Kingdom 1974

Summary

(£ million)

CURRENT ACCOUNT
Visible trade — 5234
Invisibles + 1566
Current balance — 3668

CURRENCY FLOW

Current balance — 3668
Capital transfers — 75
Investment and other capital flows + 2716
Balancing item + 462
Total currency flow — 565

OFFICIAL FINANCING
Net transactions with overseas monetary authorities —
Foreign currency borrowing by H. M. Government + 644
Net drawing on ( +) or addition to (—) officiai reserves — 79
Total official financing + 565
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Annex | — part 2

The balance of payments of

Credit Debit Balance
1. Visible Trade (Table 2} 15 886 21 120 —5234
2. Invisibles (Table 7) 9 975 8 409 1566
2.1 Government services (Table 8) 94 653 —559
2.11 U.S. and Canadian forces )
expenditures 18 — 18
2.12 Other military 22 556 —534
2.13 European Communities’ Institutions 19 _ 19
2.14 Other 35 97 — 62
2.2 Government transfers (Table 8) . 130 451 —321
2.21 Economic grants - 118 —118
2.22 Military grants — 3 - 3
2.23 Subscriptions and contributions to inter-
national organizations 130 272 —142
2231 Military — 10 — 10
2.232 European Communities’ Institutions 130 186 — 56
2.233 Multilateral economic assistance — 20 — 20
2.234 Other — 56 — 56
2.24 Other transfers - - 58 — 58
2.3 Private services (Table 7) 6 225 5 040 1185
2.31 Sea transport (Table 10) 2 621 279 —170
2.311 U.K. dry cargo operators .
{Table 43) 1041 607 434
2.3111 Freight on exports 306 - - .
2.3112 Freight on cross-trades 425 — 306
2.3113 Charter receipts and 425
payments 231 82 149
2.3114 Passenger revenue 79 — 79
2.3115 Disbursement abroad - 525 —525
2.312 U.K. tanker operators .
(Table 43) 1264 1237 27
2.3121 Freight on exports 21 - 21
2.3122 Freight on cross-trades 1003 - 1 003
2.3123 Charter receipts and
payments 240 716 —476
2.3124 Disbursement abroad - 521 —521
2.313 Overseas operators (Table 10) 316 947 —631
2.3131 Freight on imports - 910 —910
2.3132 Passenger revenue — 37 - 37
2.3133 Disbursement in the U.K. 316 — 316
2.32 Civil aviation (Table 11) 619 561 58
2.321 U.K. Airlines 451 290 161
2.3211 Passenger revenue 345 - 345
2.32111 Visitors to
the U.K. 217} — {217)
2.32112 Other passengers (128) - {128)
2.3212 Freight on exports and
cross-trades 7 — 71
2.3213 Other receipts 35 — 35
2.3214 Disbursement abroad - 230 —290
2.322 Overseas airlines 168 7 -103
2.3221 Passenger revenue — 201 —201
2.32211 Visitors from the UK. {(—) (178) (—178)
2.32212 Other passengers {—) (23) {— 23)
2.3222 Freight on imports - 65 — 65
2.3223 Other payments = 5 -~ b
2.3224 Disbursement in the U.K. 168 - 168

References 1o tables indicate table numbers in the 1975 issue of Pink Book (1964 — 1974 figures).
: Not separately available.



the United Kingdom 1974

(£ million)
Credit Debit Balance
2.33 Travel (Table 12) 833 682 151
2.331 Holiday 361 438 - 77
2.332 Businesses 200 139 61
2.333 Other 272 106 167
2.34 Other services {Table 13) 2 152 1006 1146
2.341 Financial and allied services
{n.e.i.) 630
2.3411 Insurance 244
2.3412 Banking 109
2.3413 Merchanting 18
2.3414 Brokerage, etc. 159
2.342 Commissions, etc. on imports and
exports 378 123 255
2.343 Telecommunications and postal
services 96 9 5
2.344 Films and television 26 27 -1
2.345 Royalties, etc. (a)
2.3451 From/to overseas parent com-
panies, branches, subsidiaries
and associates
2.3452 From/to other overseas concerns 367 307 60
2.346 Services rendered by/to UK enter-
prises (a)
2.3461 To/by overseas parent com-
panies
2.3462 To/by overseas branches,
subsidiaries and
associates
2.347 Agency expenses, advertising and other
commercial services 58 121 — 63
2.348 Miscellaneous services (b) 597 337 260
2.3481 Construction work
overseas 172 - 172
2.3482 Expenditure by overseas
students and journalists 88 - 88
2.3483 Overseas government and
non territorial organisations’
expenditure 92 — 92
2.3484 Non governmental receipts
from foreign military
forces 70 — 70
2.3485 Services associated with U.K,
Continental Shelf activities
(net) {n.e.i.) — 200 —200
2.3486 Other (c} 175 137 38
2.4 Interest, profit and dividends (Tabie 14) 3171 1819 1352
2.41 Earnings of direct investment {excl. oil}
{Table 16) 1539 608 931
2.411 Profits of branches 192 11 81
2.412 Profits of subsidiaries and
associates 1319 477 842
2.4121 Dividends remitted 447 165 282
2.4122 Unremitted profits 872 312 560
2.413 Interest received or paid 28 20 8
2.42 Earnings of portfolio investment
(Table 14) 231 235 — 4
2.43 Earnings of other investment {incl. oil)
(Table 14} 1401 976 425
2.5 Private transfers (Table 7) 355 446 - 91
Current balance (Iltems 1 +2) 25 861 29 529 — 3668
3. Capital transfers (Table 1) - 75 — 75

a} Preliminary estimates. Separate figures for the two headings become available later.
b) This heading, which does not appear in the Pink Book, has been added for reasons of presentation.

c) The coverage of credits and debits is not the same.



Annex | — part2 (cont'd)

Assets

Liabilities

4. Investment and other capital flows

4.1

4.2
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Official long-term capital (Table 3}
4,11 Inter-government loans (Table 17)
4.111 Loans by the United Kingdom
4.1111 Loans made by the U.K.
4.1112 Loans repaid to the U.K.
4.112 Loans to the United Kingdom
4.1121 Loans made to the U.K.
4.1122 Loans repaid to the U.K.
4.12 Other official long-term capital {Table 18)
4,121 Subscriptions to international lending bodies
4.1211 International Development Association
4.1212 Regional development banks
4.1213 International Bank for Reconstruction and Development
4.1214 European Investment Bank
4.122 Repayment of subscription to the European Fund
4.123 Loans and investment by Commonwealth Development
Corporation
4.124 Capital repayments to and disinvestment by C.D.C.
4.125 Repayment on loans to Rhodesia guaranteed
by U.K. Government
4.126 Repayment by Alcan Aluminium Ltd. of Canada on
war-time loan

4.127 Capital contribution to the reserves of the European Coal and Steel

Community
Overseas investment in the U.K. public sector (d} (Table 19)
4.21 British government stocks
4.22 Local authorities’ securities and mortgages
4.23 Net issues abroad
4.231 Public corporations
4.232 Local authorities
4.24 Net borrowing abroad from banks, etc.
4.241 Public corporations
4.242 Local authorities
U.K. Private sector investment (d) (Table 20)
4.31 Directinvestment (e) (f) (Table 22)
4.311 Change in branch indebtedness
4,312 Unremitted profits of subsidiaries
4.313 Net acquisition of share and loan capital
4.314 Change in inter-company accounts

4.32 Investment in U.K. company securities (Table 20)

4.321 Issues abroad (net}
4.322 Other securities

4.33 Portfolio investment (Table 20}

4.4

4.5

4.331 London Market Loan — net new issues
4.332 Other
4.34 Other (including oil} (f) (Table 20)
QOverseas currency borrowing or lending by U.K. banks {g} {Table 24)
4.41 Borrowing to finance U.K. investment overseas
4.42 Borrowing to finance lending to U.K. public sector
4.43 Other borrowing or lending
Exchange reserves in sterling (h) (Table 24)
4.51 British Government stocks
4,52 Banking and money market liabilities
4.521 External deposits
4.5211 Banks
4.5212 Local authorities
4.5213 Finance houses
4.522 Treasury bills

—108

— 69

— 23

-7

— 8
—872
—303
—-276

29
738

—116

—1540

767

—355

—7 581

—9 825
— 191

—-1128

—7581

568
—107

336
20

276

— 12
312
390

74

462

1072

105

356

312

764

1212

594

7 082

—124
1534

12541
— &

764

2110

7876

1410

d) Net of disinvestment.
e) U.K. direct investment overseas includes investment by public corporations.

f) Direct outward investment in insurance is included under ‘Other’ (investment}, not under ‘Direct investment’.

g} The Pink book combines the figures for assets and liablities. An exchange rate adjustment of —f 273 millions, which cannot be split between assets and liabilities, has been made to the liabilities item.
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(£ million}

Assets Liabilities

4.6 Other external banking and money market liabilities in sterling (h)
(Table 24) 148
4.61 External deposits 146
4.611 Banks . 163
4.612 Local authorities - 16
4.613 Finance houses -1
4.62 Treasury bills 2
4.7 External sterling claims of U.K. banks (j) {Table 24) —149 |-
4.8 Import and export credit (Table 25) —720 348
4.81 Credit extended by U.K. banks —415
4.811 Identified long-term —-423
4.8111 ECGD Buyer credit schemes —379
4.8112 ECGD Specific bank guarantees — 4
4.812 Other 8
4.82 Suppliers’ credit 271
4.83 Identified long-term credit received — 4
4.84 Other creditreceived 119
4.85 Advance and progress payments by overseas customer 233
4.851 Buyer credit schemes 135
4.852 Other 98
4.86 Advance and progress payments by U.K. businesses — 34
4.861 Identified long-term credit - #
4.862 Other 0
4.9 Other short-term flows (j) (Table 24) — 56 -3
4.91 Other official assets and liabilities —
4.92 Other commercial short-term transactions — 56 —
4.93 IMF expenditure and receipts in sterling

o8

Batances

Balancing item (Table 1) 462

E.E.A. loss on forward commitments (Table 3) 0

Total currency flows {Items 1+2+3+4+5 +6) (Table 1) —b565

Allocation of special drawing rights (Table 1) 0

Gold subscriptions to I.M.F. (Table 1) 0

Total {ltems 1 +2 +3+4+5+6 +7 +8) (Table 1} —565

Official financing (Table 26} 565
9.1 Net transactions with overseas monetary authorities 0
9.11 International Monetary Fund 0
9.111 U.K. drawings 0
9.112 U.K. repurchases 0
9.113 Other net drawings 0
9.12 Other monetary authorities 0
9.121 Foreign currencies . 0
9.122 Sterling . 0
9.2 Foreign currency borrowing by H.M. Government 644
9.3 Drawing on (+} / addition to { —) official reserves - 79
9.31 Gold (Table 32)
9.32 Special drawing rights (Table 32) . -
9.33 Convertible currencies (k)
9.34 Reserve position in the IMF (Change in account with IMF) {Table 45) -

Fwlo

These two items are broken down further in Annex | — Part 3.

The Pink Book heading ‘Other short-term flows’ combines these two items. -
This item is not shown separately in the Pink Book. It excludes changes in the value of convertible currencies and certain other official reserves resulting from currency realignments.
For this reason this figure cannot be derived directly from Pink Book Table 32 where outstanding amounts are valued at parity or middle rates.
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Annex | — part 3

The balance of payments of the United Kingdom 1974

Analysis of headings 4.5 ‘Exchange reserves in sterling’ and 4.6 ‘Other external banking
and money market liabilities in sterling’

(£ million)
U.K. headings
45 4.6
IMF headings Components ‘Exchange | ‘Other bank- Totals
reserves ing and
in sterling’” [money market
liabilities
in sterling’
Local government
13.2 Short-term liabilities Deposits with local authorities —107 — 16 —123
Central monetary institutions
15.6 Liabilities to official { British government stocks —122 (a) 926
U.K. Treasury bills and notes 1048 (a)
:5'7 Other foreian liabiliti { British government stocks — 2(b) 2
1% 9 er toreign hiabrities U.K. Treasury bills and notes 24 (b) 2
Other monetary institutions
16.3 Liabilities to official Deposits etc. with banks 537 (a) 537
23'4 Other foreian liabiliti Deposits etc. with banks 31 (b) 163 194 (c)
16.7 eign hiabriities Deposits with finance houses 1 -1 ¢
Totals 1410 148
(a) Other than those held by international organizations.
(b} Held by international organizations.
{c) Part only of the entries corresponding to these IMF headings which are made up as follows:
U.K. headings Assets Liabilities
4.4 — 7581 7 876
Part of 4.5 and 4.6
above 194
4.7 — 149
4.81 - 415"
— 8145 8 070
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Annex I

Correspondence between United Kingdom headings and those of the IMF (*)

1974 Figures

(£ million)

IMF headings

Credits

Debits

IMF UK

IMF UK

U.K. headings
{with reference to annex |, part 2)

A. GOODS AND SERVICES
1. Merchandise
1.1 Exports and imports, f.o.b.
1.2 Other merchandise (net)
2. Non-monetary gold
3. Freight and insurance on international

shipments
3.1 Freight

3.2 Insurance

4. Other transportation
4.1 Passenger fares

4.2 Other

15 886 15 886
118 118

306

425
21

1003

71

424

345

990

231

240

316

35

168

21120 21 120

975

910

65

238
37

201

2139

82
525

716
521

290

1. Visible trade (a)
2.3413 Merchanting

SEA TRANSPORT

2.3111 Freight on exports

2.3112 Freight on cross-
trades

2.3121 Freight on exports

2.3122 Freight on cross-
trades

2.3131 Freight on imports

} Dry cargo

] tankers

CIVIL AVIATION
2.3212 Freight on exports and cross-trades
2.3222 Freight on imports

SEA TRANSPORT
2.3114 Passenger revenue (U.K. operators)
2.3132 Passenger revenue (Overseas aperators)

CIVIL AVIATION
2.3211 Passenger revenue (U.K. airlines)
2.3221 Passenger revenue (Overseas airlines)

SEA TRANSPORT

2.3113 Charter receipts and
payments :

2.3115 Disbursement abroad

2.3123 Charter receipts and
payments

2.3124 Disbursement abroad .

2.3133 Disbursement in U.K. (Overseas operators)

} dry cargo

} tankers

CIVIL AVIATION

2.3213 Other receipts } UK.
2.3214 Disbursement abroad airlines
2.3223 Other payments Overseas
2.3224 Disbursement in U.K. } airfines

{(*) The headings are close to those prescribed in the Third Edition of the Manual which is in force at the time of writing. The 1374 figures for the United Kingdom are published by the IMF in
volume 27 of their Yearbook using a different form of presentation.

Not separately available.
{a) Includes non-monetary gold.



Annex ll (cont’d)

Credits Debits
. U.K. headings
IMF headings {with reference to annex [, part 2}
IMF UK IMF UK
5. Travel 833 833 682 682 2.33  Travel
6. Investment income
6.1 Direct investment income (b) 1539 7539 608 608 2.41  Earnings of direct investment
{excluding oil)
6.2 Other private (c) 1382 605
(231) 235) partial of 2.42 Earnings of portfolio investment
partial of 2.43 Earnings of other investment
(1401} (976) {including oil}
6.3 Other official 250 606
(231} (235) partial of 2.42 Earnings of portfolio investment
(1401} (976} partial of 2.43 Earnings of other investment
{including oil}
7. Government, not included elsewhere
7.1 Military transactions 110 556
18 211 U.S. and Canadian forces expenditures
22 556 2.12  Other military (services)
70 2.3484 Non-governmental receipts from foreign military
forces
7.2 Non-military transactions 146 97
19 2.13  European Communities Institutions (services)
35 97 2.14  Other (government services)
92 2.3483 QOverseas government and non-territorial
organizations’ expenditures
8. Other services
8.1 Non-merchandise insurance (d} 244 244 23411 Insurance
8.2 Workers earnings
8.3 Other } 1628 1008
109 2.3412 Banking
159 2.3514 Brokerage, etc.
378 123 2.342 Commissions, etc. on imports and exports
%6 91 2.343 Telecommunication and postal service
26 27 2.344 Films and television
2.345 Royalties, etc.
367 307 2.346 Services rendered by/to U.K. enterprises
58 121 2.347 Agency expenses, advertising and other com-
mercial services
172 2.3481 Construction work overseas
88 2.3482 Expenditures by overseas students and
Jjournalists
200 2.3485 Services associated with U.K. Continental Shelf
activities n.e.i. (net)
175 137 2.3486 Other
8. TRANSFER PAYMENTS
9. Private
9.1 Mlgrants" remittances } 355 355 446 446 26  Private transfers
9.2 Other private transfers
10. Central government 130 526
130 451 22 Government transfers
- 75 3. Capital transfers

{b) Excludes oil.
{c} Includes direct oil investment income.

{d) Including insurance on international shipments; coverage is incomplete.



{£ million)

Assets Liabilities
. U.K. headings
IMF headings {with reference to annex 1, part 2)
IMF UK IMF UK
C. CAPITAL AND MONETARY GOLD
11. Private long-term
11.1 Directinvestment le) —1540 —1540 764 764 4.31  Direct investment
11.2 Other common stocks
11.3 Other secyrities } 767 470
336 4,231 Public corporation (Net issues abroad)
134 4.32  Investment in U.K. company securities
767 4.33  Portfolio investment
11.4 Other trade credits N.A. — 4 — 4 4.83  Identified long-term credit received
11.5 Other assets and liabilities (f) —355 1488 4.241 Public corporation (Net borrowing abroad from
276 banks etc.)
—355 1212 4.34  Other fincl. 0if} (U.K. private sector investment)
12. Private short-term
12.1 Trade credits —305 352
-271 4.82  Suppliers’ credit
1718 4.84  Other creditreceived
233 4.85 Advance and progress payments by overseas
customers
- 4.86  Advance and progress payments by U.K.
businesses
12.2 Other assets and liabilities — 58 — 56 ] — 2% 4.92  Other commercial short-term transactions
13. Local government
13.1 Long-term assets and liabilities N.A. 47
— 9 4.22  lLocal authorities’ securities and mortgages
4.232 Local authorities (Net issues abroad)
20 4.242 Local authorities (Net borrowing abroad from
36 banks, etc.)
13.2 Short-term assets and liabilities N.A. —123 ’
— 107 4.5212 Local authorities (exchange reserves in sterling;
external deposits)
- 16 4.612 Local authorities (Other external banking and
money market liab. in £, external deposits)
14, Central government
14.1 Long-term issues abroad N.A. N.A.
14.2 Other long-term securities N.A. 105 105 4.21  British government stocks
14.3 Long-term loans, inter-government — 75 — 7 — 84 — & 4.11  Inter-government loans
14.4 Other long-term loans 116 NA
14.5 Other long-term assets and liabilities o
— 99 4.121 Subscriptions to internat. lending bodies
0 4.122 Repayment of subscriptions to the European Fund
4.123 Loans and investment by the Commonwealth
— 34 Development Corporation (C.D.C.)
10 4.124 Capital repayments and disinvest. by C.D.C.
4.125 Repayment on loans to Rhodesia guaranted by
- 3 the U.K. government
18 4.126 Repayment Alcan Aluminium Ltd. Canada on
war-time loans
- 8 4.127 Capital contribution to the reserves of the ECSC
14.6 Short-term assets and liabilities (g) - b - 5 4.91  Other official assets and liabilities

{e) Excludes oil; liabilities exclude insurance.

{f} Includes direct oil investment; liabilities include direct investment in insurance.
{g) The figures relates to both assets and liabilities.

N.A. = Not applicabile.



Annex |l (cont'd)

(£ milfion)
Assets Liabilities
. U.K. headings
IMF headings {with reference to Annex |, part 2)
IMF UK IMF UK
15. Central monetary institutions
15.1 Accounts with IMF — 45 0
0 4.93 IMF expenditures and receipts in sterling
0 8. Gold subscription to IMF
o 9.11  IMF (net transactions with)
— 45 9.34  Reserve position in the IMF {Change in account
with IMF)
15.2 Gold 0 0 N.A. 9.31 Gold
15.3 SDR holdings — 37 — 37 N.A. 9.32  Special drawing rights
15.4 Other freely usable assets 3 3 N.A. 9.33  Convertible currencies
15.5 Other reserves 0 0) N.A. Partial of 9. 122 Sterling (Net transactions with other
monetary authorities)
15.6 Liabilities to official N.A. 926
(—124) Partial of 4.51 British gov. Exchange
stocks [ reserves in
{1072) Partial of 4.522 Treasury bills sterling
Net transactions
(0) Partial of 4.121 Foreign currency with other
0) Partial of 9.122 Sterling monetary
authorities
15.7 Other long-terms loans
15.8 Other short-term loans N.A. 24
15.9 Other foreign assets and liabilities
(—124) Partial of 4.51 British gov. Exchange
stocks [ reserves in
{1072) Partial of 4.522 Treasury bills sterling
2 4.62  Treasury bills (Other external banking and
money market liabilities in sterling
16. Other monetary authorities
16.1 Gold N.A. N.A.
16.2 Other freely usable assets (h) N.A.
16.3 Liabilities to official N.A. 537
{568) Partial of 4.5211 Banks (Exchange reserves in sterling;
external deposits)
16.4 Short-term loans
16.5 Other short-term foreign assets
and liabilities —8145 8 070
16.6 Long-term loans — 149 4.7 External sterling claims of U.K. banks
16.7 Other long-term assets and iiabilities — 415 4.81  Credit extended by U.K. banks
— 75871 7876 44 Overseas currency borrowing or lending by
U.K. banks
7 4.5213 Finance houses {Exchange reserves in sterling,
external deposits)
Other external
banking and
163 4.611 Banks money market
- 1 4.613 Finances houses liabilities in ster-
ling; external
deposits
(568) Partial of 4.5211 Banks (Exchange reserves in sterling;
external deposits)
Balances
{IMF] [UK]
21. Allocation of SDR’s 0 0 7. Allocation of SDR’s
25. Errors and omissions 462 462 5. Balancing item

{h) Not distinguished from IMF headings 16.4 through 16.7.
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Annex Il

Adjustment of the United Kingdom trade statistics (1974)
to the balance of payments basis

(£ million)
EXPORTS IMPORTS
Exports (fob) and imports (cif}, as recorded in the
trade statistics 16 494 23117
Coverage adjustments
Second-hand ships 223 46
Second-hand aircraft 41 51
Ships delivered abroad 419
NAAFI supplies — 28
Returned goods — 220 — 220
Goods for processing and repair — 842 — 842
Other 136 201
Valuation adjustments
Freight, insurance and port charges — 1538
Other — 14
Net adjustment for recording of exports 82
Exports (fob) and imports (fob), as recorded in the
balance of payments accounts 15 886 21120
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Annex IV

SUPPLEMENTARY ANALYSES

This annex describes the most important supplementary
analyses covering different aspects of the United King-
dom balance of payments. Some of these are published
in the Pink Book, but additional detail is also published
elsewhere, for example in publications in the Business
Monitor series, or in articles in the weekly journal ‘Trade
and Industry’.

Except for the Quarterly Bulletin of the Bank of England
all the additional sources mentioned are official publica-
tions of Her Majesty’s Stationery Office. References to
the Pink Book are, except where otherwise stated, to
the 1964 —1974 edition. Articles in Trade and Industry
can be located by use of the index to statistics included
at the back of each issue, which gives references to the
latest issues in which statistical articles on particular
subjects appeared.

References to table numbers are to tables in the 1964 —
1974 Pink Book.

Geographical analyses

Many of the supplementary analyses concern the geo-
graphical breakdown of balance of payments data,
which varies widely from one part of the accounts to
another. Up to 1974 complete regional statements with
overseas countries of the sterling area and with the rest
of the world were drawn up, but in 1975 these were dis-
continued and a breakdown of UK transactions be-
tween the EEC (countries and institutions) and the rest
of the world was introduced'. Beyond this, three levels
of geographical analysis may be distinguished, for
which in this Annex the following terms are used:

fa) Broad geographical analysis
Only a few main areas are distinguished in the broad
analysis but, in the 1964— 1974 Pink Book, the break-

down itself was modified. The two breakdowns are as
follows:

1 Published in Annex 7 of the 1964— 1974 Pink Book.
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1963— 1973 edition
Overseas sterling countries
EEC countries

Other Western Europe
North America

Latin America

1964 — 1974 edition

EEC countries

Other Western Europe
North America

Other developed countries

Oil exporting countries

Rest of world. Rest of world.

These areas are as defined in Annex V.

(b) Detailed geographical analysis

This distinguishes the main areas together with impor-
tant individual countries.

fc) Full country detail

Separate figures for most countries, with only limited
exceptions, e.g. where to give them would involve com-
mercial disclosure, or where they are insignificant.

The supplementary analyses given for the various bal-
ance of payments headings are as follows:

Visible trade

The Pink Book contains broad analyses of the balance
of payments figures by area and by commodity group
(Tables 5 and 6). It also lists in Table 4, the adjustments
from the original trade statistics as compiled by HM
Customs to the balance of payments basis, as in
Annex lll.

Very much fuller analyses are made of the trade statis-
tics themselves, both geographically (with full country
detail) and by commodity groups in the monthly publi-
cation, 'Overseas Trade Statistics of the United King-
dom’ (the December issues of which contains provisional
annual figures}), and in the ‘Annual Statement of
Trade of the United Kingdom’, containing final annual
figures. The number of commodity headings was in-
creased during 1973 from about 6600 to about 9000 in
order to align them with the Brussels Tariff Nomencla-



ture. The Annual Statement of Trade contains detailed
cross-analyses by country/commodity and by commod-
ity/country.

Invisibles

The estimates for invisibles in total are broken down in
Table 7 by sector and by nature of the transaction.

Government services and transfers

The main categories are distinguished in Table 8, and a
detailed geographical analysis of debits is given in
Table 9.

Sea transport

Full details of these transactions are given in Table 10.
Separate figures for tanker and dry cargoes are given in
Table 43.

No geographical breakdown is published of overseas
revenue and expenditure. A detaiied analysis of overseas
seaborne trade by flag of carrying vessel is published
annually in ‘Trade and Industry’.

Civil aviation

Details are shown in Table 11 and a geographical analy-
sis is published annually in ‘Trade and Industry’.

Travel

Table 12 gives a broad analysis by area and a split be-
tween holiday, business, and other purposes of travel.

The annual issue of Business Monitor M6 gives further
analyses of this item, including a detailed geographical
analysis, additional detail by purposes of travel, and a
split between these travelling by sea and by air.

Other services

Separate figures for the main categories are given in
Table 13.

For most of them, no geographical breakdown is avail-
able. The few exceptions are as follows:

Subject Source Geographical breakdown

Annual article in Broad
‘Trade and Industry’

Films and television

Royalities etc. Business Monitor M4 Detailed

Construction work Annual article in
overseas "Trade and Industry’

A broad analysis of
the value of work
done overseas

Interest, profits and dividends

The three main classes of income, on direct, portfolio
and other investment {including oil), are given in Table 14.

The same table sub-divides the total figures for interest,
profits and dividends (but not those for each of the
three classes) between the public and private sectors.

Additional detail is available only for income on direct
investment (excluding oil). Table 15 of the Pink Book
gives a broad geographical analysis and Table 16 an
analysis into the following components:
— Profits of branches
— Profits of subsidiaries and associates

® Dividends remitted

® Unremitted profits
— Interest paid or received.

Full country detail is given in Business Monitor M4,

Inter-government loans

Table 17 gives a broad geographical analysis of lendings
and repayments. Full country detail of amounts out-
standing is given in Tables 27 and 28. Table 28 also dis-
tinguishes the main classes of loans made by the United
States to the United Kingdom.

Other official long-term capital

Table 18 distinguishes the different kinds of loans and
repayments grouped together under this heading, in-
cluding subscriptions to various international lending
bodies; no geographical analysis is given of the re-
mainder.

Overseas investment in the UK public sector

Table 19 distinguishes the main categories of invest-
ment.

Overseas investment in the UK private sector / UK private
investment overseas

The main components of direct investment, portfolio in-
vestment, and other investment (including oil) are given
in Table 20. This table also distinguishes issues abroad
within inward portfolio investment, and London Market
loans within outward portfolio investment.

Estimates of the way in which outward investment has
been financed are given in Table 23.

Table 21 gives a broad geographical analysis of direct

investment, and Table 22 distinguishes the following
main components:
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— Changes in branch indebtedness;

— Unremitted profits of subsidiaries and associates;
— Net acquisition of share and loan capital;

— Changes in inter-company accounts.

Tables 38 — 41 give further particulars of financing and
also gross figures for investment and disinvestment.

Full country detail of direct investment is given in Busi-
ness Monitor M4, which also gives gross figures for dif-
ferent areas and countries, and an industrial analysis.

Overseas currency borrowing or lending by UK banks

The analyses relate to the amounts outstanding at the
year-end, not to transactions during the year. Table 29
gives separate totals for outstanding liabilities and out-
standing claims, with a split between the main curren-
cies, and a broad area analysis.

A more detailed geographical analysis of amounts out-
standing is given in the Quarterly Bulletin of the Bank of
England, which also gives a maturity analysis of out-
standing euro-currency borrowing or lending.

Exchange reserves in sterling / Other external banking
and money market liabilities in sterling

Changes in British government and government guaran-
teed stocks held as exchange reserves by other coun-
tries are distinguished in Table 3.

Changes in total banking and money market liabilities in
sterling (those held as exchange reserves together with
others) are analysed in Table 30 into their four main
components:

— Treasury bills;

— Deposits with:
® Banks
e Local authorities
® Finance houses.

Table 31 gives a geographical analysis of these two
headings. '

Import and export credit

Further analyses in Tables 25, 34 and 37 distinguish the
following:

Within export credit, that supplied by United Kingdom
business and by the banking sector. Table 25 shows
how much of the latter was refinanced with the ECGD.

Those longer term credits that can be identified.

Changes in advance and progress payments outstand-
ing. '
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Credits to or from overseas parents and to or from over-
seas affiliates (both of which are included under direct
investment).

No geographical analysis of import and export credit is
published.

Other short-term flows

The main categories are distinguished in Table 24. No
geographical analysis is published. .

Net transactions with the IMF

Further information is given in Tables 26, 33, 45 and 46,
including figures for other countries’ drawings and re-
purchases of sterling.

Net transactions with overseas monetary authorities

Table 26 distinguishes transactions in foreign currency
and in sterling, and a similar split of borrowings out-
standing at the end of the year is given in Table 33.
There were none in 1972, 1973 or 1974. Except for the
distinction in past years of amounts outstanding on a
Swiss loan, no geographical breakdown is given.

Reserves

End-year holdings are divided in Table 32 between:
— Gold

— IMF Special Drawing Rights

— Convertible currencies

— Reserve position in the IMF

General tables

The Pink Book also contains a few tables of a general
kind, not related to particular headings in the accounts.
These are as follows:

(a) Tables which show the relationship between the
balance of payments figures of investment and
other capital flows, and the change in the estimat-
ed values of the external assets and liabilities of the
United Kingdom between the end of one year and
the next. The figures of investment and other capi-
tal flows, regrouped for this purpose, are shown in
Table 34; and the estimates of the values of exter-
nal assets and liabilities at the end of the year in
Table 35. That part of the change between the end-



year figures which does not result from the figures
of capital flows is described as ‘Revaluation and
other changes’.

A fuller description of these estimates and the prob-
lems of interpreting them may be found in the
Quarterly Bulletin of the Bank of England for Sep-
tember 1964, September 1970 and subsequent
June issues.

(b) A table (Table 36) bringing together the figures for

{c)

United Kingdom official economic aid in develop-
ing countries.

A table (Table 42) bringing together the figures for
overseas earnings from financial services (such as
insurance, banking and merchanting) provided by
the UK, which are included under more .than one
heading in the accounts.
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AnnexV

GLOSSARY
With a few exceptions, this glossary does not repeat the

descriptions of the coverage of the headings given in
Part Ii.

Affiliates

Branches, subsidiaries or associated companies.

Associated companies

Companies in which the investing company has a sub-
stantial and continuing interest, which is classed as a
‘trade investment’. Investments in these companies are,

however, not defined in terms of a minimum percentage
equity share-holding.

Balancing item

The item included to bring the sum of all balance of
payments entries to zero.

Banking and money market liabilities

Current and deposit accounts and sterling certificates of
deposit, together with money market liabilities {q.v.)

Branch indebtedness

Amounts owed by a branch to its parent company (or
vice versa).

British

Appertaining to the United Kingdom.

British government stocks

Stocks issued or guaranteed by the British Government.
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Capital transfers

Payments made under the Sterling Agreements in re-
spect of sterling balances held by other countries.

Commonwealth Development Corporation

A public corporation which finances development pro-
jects overseas.

Currency flow

See Total currency flow.

Current balance

The balance of transactions in respect of visible trade
and invisibles (private and government services, inter-
est, profits and dividends, private and government
transfers other than capital transfers).

Direct investment

Investment in branches, subsidiaries or associated com-
panies. The direct investment figures exclude oil invest-
ment.

Disbursements

Expenditure outside their own countries by operators of
ships or aircraft.

ECGD

The Export Credits Guarantee Department, a British Gov-

ernment department whose main function is to provide
insurance cover for export credit transactions.

EEA
The Exchange Equalization Account, the Government

account of the Bank of England, in which transactions
in official reserves are recorded.



EEC

The European Economic Community (see Geographical
areas).

European Communities’ Institutions

These comprise the institutions of the European Eco-
nomic Community (EEC), the European Atomic Energy
Community (EURATOM) and the European Coal and
Steel Community (ECSC), and associated funds (such
as European Social Fund, European Agricultural Guid-
ance and Guarantee Fund (EAGGF), etc.)

European Fund

This fund was established in the 1950’s under the Euro-
pean Monetary Agreements to provide 2-year credits to
member countries to assist them to overcome balance
of payments difficulties. It has now been wound up.

Exchange Reserves in sterling

Reserves of other countries held in British Government
stocks or in the money market (excluding reserve hold-
ings of other kinds).

Geographical areas

The following are the principal areas distinguished in the
1964 — 1974 edition of the Pink Book:

fa) Overseas sterling countries

{1) British Commonwealth countries

Antigua, Australia, Bahamas, Bangladesh, Barba-
dos, Belize, Bermuda, Botswana, Brunei, Cyprus,
Dominica, Fiji, Ghana, Gibraltar, Guyana, Hong
Kong, India, Jamaica, Kenya, Lesotho, Malawi,
Malaysia, Malta, Mauritius, New Zealand, Nigeria,
Papua and New Guinea, Sierra Leone, Singapore,
Sri Lanka, Swaziland, Tanzania, The Gambia,
Trinidad and Tobago, Uganda, Zambia, British
dependent territories.

(2) Other countries

Abu Dhabi, Bahrein, Dubai, Iceland, Jordan,
Kuwait, Oman, P.D.R. of Yemen, Pakistan, Qatar,
Sharjah, Sikkim, South Africa, South West Africa.

The Irish Republic is included in figures up to 1972, but
from 1973 is included as an EEC country and not here.

(Note: Canada and Rhodesia are Commonwealth but
not sterling countries).

(b) EEC countries

The figures shown relate to the Six (Belgium,
France, Federal Republic of Germany, Italy, Luxem-
bourg, Netherlands}, up to 1972, with Denmark (in-
cluding Greenland) and the Irish Republic also co-
vered from 1973.

fc) Other Western Europe

Andorra, Austria, Faroe Islands, Finland, Gibraltar,
Greece, Iceland, Malta, Norway, Portugal {including
Azores and Madeira), Spain, Sweden, Switzerland,
Turkey, and Yugoslavia.

Denmark is included in figures up to 1972, but from
1973 is included as an EEC country and not here.
Gibraltar, lceland and Malta are included here only
in the 1964 — 1974 edition of the Pink Book.

(d) North America

The United States and dependencies, Canada.

fe) Latin America

Argentina, Bolivia, Brazil, Chile, Colombia, Costa
Rica, Cuba, the Dominican Republic, Ecuador, El
Salvador, Guatemala, Haiti, Honduras, Mexico, Ni-
caragua, Panama, Paraguay, Peru, Uruguay and
Venezuela.

(f) Developed countries

EEC countries, North America, Australia, Austria,
Finland, Iceland, Japan, New Zealand, Norway,
Portugal, South Africa, Sweden, Switzerland.

fg) Oil exporting countries

Algeria, Brunei, Ecuador, Gabon, Indonesia, Iran,
Irag, Kuwait, Libya, Nigeria, Oman, Qatar, Saudi
Arabia, Trinidad and Tobago, United Arab Emi-
rates, Venezuela.

Government
When used without qualification, means the British Gov-

ernment, that is to say, central and not local govern-
ment.
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Identified long-term import and export credit

Import:

Credit on dry cargo ships and on aircraft purchased
abroad by British Airways.

Export:

Credit under particular arrangements operated by
ECGD.

IMF

The International Monetary Fund.

fa) Credit tranche:

Transactions in the credit tranche are those (both
of the United Kingdom and other countries) which
affect the IMF’s holdings of sterling between
100 % and 200 % of the United Kingdom quota.

(b) Expenditure and receipts in sterling
{part of other short-term flows)

Charges on United Kingdom drawings credited in
sterling and its subsequent repurchase, together
with the Fund’s administrative and operational ex-
penditure in sterling.

fc) Gold deposits
Deposits to alleviate the impact of gold purchases
from the United Kingdom by other Fund members
to meet increases in their gold subscriptions.

(d) Gold tranche
Transactions in the gold tranche are those which
affect the IMF’s holdings of sterling below 100 %
of the United Kingdom quota.

fe) Reserve position in the fund
The amount by which the United Kingdom quota
exceeds the Fund'’s holdings of sterling.

(f) Total tranche position
The amount which the United Kihgdom may draw

without raising the Fund’s holdings of sterling
beyond 200 % of the United Kingdom quota,

Inter-company accounts

Accounts recording transactions between parent and
subsidiary or associated companies, and balances owed
by one to the other.

International organizations

The United Nations and its specialized agencies; the In-
ternational Bank for Reconstruction and Development
(IBRD), the International Finance Corporation (IFC), the
International Development Association (IDA) and other
international organizations. (Transactions with the IMF
are treated as separate items in the accounts.)

Intervention Board for Agricultural Produce

The United Kingdom agency which operates the sup-
port arrangements of the EEC Common Agricultural Pol-
icy within the United Kingdom.

Investment and other capital flows

All capital transactions both long and short-term other
than those classed as Official financing, except:
EEA loss on forward commitments (in 1967 and
1968).
Allocation of Special Drawing Rights.
Gold subscriptions to the IMF.

Invisibles

Transactions in services, interest, profits and dividends,
and transfers (other than capital transfers).

Latin America

See geographical areas.

Local authorities

Elected councils and other public bodies responsible for
the administration of certain services in particular areas
within the United Kingdom.

Money market liabilities

In the balance of payments context, this term is used to

denote the main forms in which overseas short-term

funds are commonly exployed in the United Kingdom,

outside the banking sector, namely:

— Temporary loans to, and bills drawn on, local author-
ities.



— Deposits with hire purchase finance companies.

— United Kingdom Treasury bills.

— Non-interest bearing notes held by international or-
ganizations.

NAAFI

The Navy, Army and Air Force Institute, which provides
goods and services for the use of the United Kingdom
forces overseas.

Non-monetary gold

Gold dealers sales to, and purchases from, industrial
and other non-monetary users.

North America

See geographical areas.

Official financing
Changes in the reserves, and transactions with overseas

monetary authorities which directly support the re-
serves.

Official records or transactions

Include these of the British government, and of the
Bank of England acting as agent for the government.

Overseas
Outside the United Kingdom. In some contexts, 'Exter-
nal’ or ‘Abroad’ are used, with the same meaning.

(‘Foreign’ connotes nationality, e.g. foreign ships
means ships registered abroad).

Overseas sterling countries

See geographical areas.

Parent

A company with direct investments in other companies.

Pink Book

The official annual publication, ‘United Kingdom Bal-
ance of payments’, compiled by the Central Statistical
Office.

Portfolio Investment

Investment in securities, other than direct investment.

Private sector

Privately owned companies and the personal sector (in-
cluding these operating as sole traders or in partner-
ship).

Public corporations

Public commercial and service undertakings which have
a substantial degree of financial independence. They are
publicly controlled to the extent the Government ap-
points, directly or indirectly, the whole or a majority of
the board of management.

Public sector

Central and local government and public corporations.

Refinanced export credit

Credit extended initially by banks and refinanced with
ECGD. In Tables 26 and 45, this is included under Credit
extended by banks in the UK; it is shown separately
only in Table 41.

Related companies

Branches, subsidiaries, associates or parents.

Related import or export credit

Credit between related companies.

Sterling Agreements

Agreements made in 1968 and renewed in 1971 under
which the British Government guaranteed certain ster-
ling holdings of other countries against exchange rate
loss.

Subsidiaries

Companies owned or controlled according to Section
154 of the Companies Act, 1948, broadly speaking, by
another company which either holds more than half the
equity share capital or controls the composition of the
board of directors. Also included are subsidiaries of sub-
sidiaries.



Third country trade

Trade between two countries other than the United
Kingdom, in which the United Kingdom may participate
as an intermediary or by providing transport or insur-
ance services.

Total currency flow

The net total entries in respect of:

— Visible trade

— Services

— Transfers

— Interest, profits and dividends

— Capital transfers

— Investment and other capital flows.

With the addition when necessary of entries inrespect
of the allocation of Special Drawing Rights and gold
subscriptions to the IMF, Total currency flow is equal to
Total official financing (with sign reversed).

Total official financing

See official financing.

Transfers
These represent the counterpart of real resources or fin-
ancial claims, provided to, or received from, the rest of

the world without any quid pro quo. Government
transfers exclude capital transfers (q. v.).

UK

The United Kingdom of Great Britain and Northern Ire-
land.

Treasury Bills

Three months bills issued by Her Majesty’s Treasury.

Visible Trade

Trade in goods.

Western Europe

See geographical areas.









Avant-propos

Le présent rapport expose les principes, les définitions
et les méthodes d’estimation appliqués pour I'établisse-
ment de la balance des paiements du Royaume-Uni. I

a été élaboré par M. H. Stanton en collaboration

avec I'Office statistique des Communautés européennes
et il a été approuvé par les autorités britanniques
responsables de I'établissement de la balance des paie-
ments.
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