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How to use PESA

This document is designed to help users understand the information contained within the Public
Expenditure Statistical Analyses (PESA) National Statistics release.

What is PESA?

PESA provides a range of information about public spending, using two Treasury-defined
frameworks. Thus, PESA contains different presentations of two data sets. The key elements of
these frameworks are shown in Table i.1, with detailed explanations provided in Annex C and

Annex E respectively.

Table i.1 Spending frameworks used in PESA

Budgeting
This framework provides information on central government departmental
budgets, which are the aggregates used by the Government to plan and

control expenditure. It covers departmental own spending as well as support

to local government and public corporations.

Expenditure on services

This framework is used in PESA for statistical analysis. It is based on
National Accounts definitions and covers spending by the whole of the
public sector. It therefore has wider coverage than the budgeting
framework and is also more stable over time.

Table i.2 shows which framework each chapter or table is presented under. A short summary of
each section is then provided below. The chapter text contains further details.

Table i.2 Frameworks against which chapters/tables are presented

Section Chapter Budgeting Expenditure on
framework services framework
Budgets 1. Departmental budgets All tables -
2. Economic analyses of budgets All tables -
3. Changes in departmental budgets All tables —
Public sector spending | 4. Trends in public sector expenditure - Al tables
5. Public sector expenditure by function, sub-function and economic category |— All tables
Sectoral analyses 6. Central government own expenditure Tables 6.1-6.3 Tables 6.4-6.6
7. Local government financing and expenditure Tables 7.1-7.3 Tables 7.4-7.8
(financing) (expenditure)
8. Public corporations Tables 8.1-8.2 Tables 8.3-8.5
(CG support) (expenditure)
Country and regional | 9. Public sector expenditure by country, region and function - All tables
analysis 10. Public sector expenditure by country, function and sub-function — All tables
Budgets

There are two main presentations within this section:

e departmental budgets — the key central government departmental budgets that the
government uses to control spending. Departments have separate resource and capital
budgets. Each of these is divided into Departmental Expenditure Limits (DEL) and Annually
Managed Expenditure (AME). Resource DEL is further divided into administration and

programme; and

e budgets by economic category — this shows spending in budgets against categories

such as pay, procurement and grants.
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Public sector

This section uses the expenditure on services framework to show spending by the whole of the
public sector. There are two main presentations of public sector spending in this section (but
also see the country and regional analysis section below):

¢ by function/sub-function — public spending is shown against ten functions (e.g.
education, health, defence, etc.) that are then further divided into more detailed sub-
functions (education is split into primary, secondary, etc.). These classifications are based
on the UN's Classification Of the Functions Of Government (COFOG), which is explained
further in the FAQ section below and in Annex A; and

e by economic category — as in the budgets section, spending by the public sector is
divided into pay, procurement, etc. The main difference between this and the budgeting
breakdown is that the latter shows the grants paid to local authorities whereas this analysis
shows how local authorities subsequently spend this funding.

Sectoral analysis

This analysis splits the data from the above sections by sector of government (central
government, local government and public corporations). Specifically:

e budgeting data is presented as central government own spending, plus support to the local
government and public corporation sectors; and

e for the public sector data, the sectoral breakdown shows the spending of each sector.

Country and regional analysis

The country and regional analysis (CRA) show identifiable public sector expenditure by country
and region. The CRA is presented in Chapters 9 and 10 of PESA and the information for

these tables was gathered in a separate data collection exercise during the summer of 2020.
Therefore, the figures in these chapters are not entirely consistent with the figures in other PESA
chapters. Chapter 9 contains more detail on the analysis process.

e Chapter 9 shows spending by function, country and English region; and

e tables in Chapter 10 show more detailed sub-functional analyses mainly at country level.

Period covered by PESA tables

All data series in PESA are annual and for financial years. Tables in PESA 2021 normally cover the
years 2016-17 to 2021-22, although some show only the latest year of outturn (2020-21) and
some are presented over a longer historical period.

Public Spending Statistics (National Statistics) updates
Key outturn series are updated three times a year. These are:
e Total Managed Expenditure, by budgetary category (PESA 2021, Table 1.1);

e resource and capital elements of Departmental Expenditure Limits and Annually Managed
Expenditure by departmental group (PESA 2021, Tables 1.3 and 1.8);

e public sector expenditure on services by function (PESA 2021, Table 4.2); and

e public sector expenditure on services by economic category (PESA 2021, Table 5.3).

Public Expenditure Statistical Analyses 2021



Further updates will take place in November, February and May. Most series in PESA are only
published annually.

We would be interested in readers’ views on how PESA might be developed to further increase
its value to users. Please write to:

The Editor, PESA

Government Financial Reporting
Floor 2 Red Zone

HM Treasury

1 Horse Guards Road

London

SW1A 2HQ

e-mail: pesa@hmtreasury.gsi.gov.uk

Frequently asked questions

How much did the government spend on x?

The answer varies depending upon which levels of government you are interested in, and what
sort of spending.

The list of tables below takes transport as an example. The chapter text gives a more precise
definition of the contents of each table:

e Table 4.2 shows the total UK public sector spending on transport for a long run of
years. This includes spending by devolved administrations, local government and public
corporations, as well as by the Transport departmental group (details of the departments
included in this group are given in Annex B). Tables 4.3 and 4.4 show spending in real
terms and as a percentage of GDP;

e Table 5.2 shows the total UK public sector spending on more detailed categories of
transport, such as national and local roads;

e Table 5.4 shows the total UK public sector current and capital spending on transport,
and Tables 6.6, 7.4 and 8.4 provide a breakdown according to whether it is central
government, local government or public corporations responsible for the spending;

e Table 1.10 shows the total DEL spending of the Transport departmental group. Tables 1.3
and 1.8 show the resource and capital spending respectively of the Transport group;

e Table 9.8e presents spending on transport by country and region. Chapter 10 tables
present country spending on the more detailed categories such as national and local roads.

The second list of tables takes pay as an example:
e Table 5.3 shows the total UK public sector spending on pay;

e Table 6.5 shows pay for central government and Table 7.8 shows local government pay
by country. All public corporation current spending (except debt interest) is included as
part of the gross operating surplus calculation, which scores on the revenue side of the
National Accounts and is not therefore included as spending within the expenditure on
services framework;

e Table 2.1 shows central government pay (as in Table 6.5), but split between departments’
DEL and AME budgets.
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How can | compare spending on x to previous years?

Chapter 4 contains long-run series (from 1997-98) for public sector expenditure on services
by function. Expenditure on services by function are better suited to presentation in long-run
series than budgeting aggregates as they are less impacted by restructuring of government
departments and the movement of spending programmes between departments.

Users are strongly advised against simply splicing data together from different editions of
PESA, as data is unlikely to be directly consistent due to changes in coverage and classification.
Departments and the devolved administrations maintain five years of live outturn data. For
years prior to the latest five years of outturn, the PESA team maintain a summarised version of
historical data on a consistent basis for the production of the long-run series.

What are departmental groups?

Departmental groups are listed in Annex B. The departments are broadly grouped in line with
ministerial responsibility.

How are the functions defined?

The functions are based on the United Nations’ Classification Of the Functions Of Government
(UN COFOG). Tables that show spending by function are consistent with UN COFOG level 1, but
additionally show some HM Treasury-defined functions as ‘of which’ lines (see below). Tables
that show spending by sub-function are broadly consistent with UN COFOG level 2. Definitions
of the UN COFOG classifications are available in an Annex document produced by the IMF '. The
mapping between the HM Treasury functions and UN COFOG level 2 is as follows:

HM Treasury functions UN COFOG level 2
1. General public services, of which: public and 1.1 Executive and legislative organs, financial and fiscal affairs, external affairs
common services (excluding external affairs)

1.3 General services

1.4 Basic research

1.5 R&D general public services

1.6 General public services n.e.c.

1. General public services, of which: international services | 1.1 Executive and legislative organs, financial and fiscal affairs, external affairs
(external affairs part only)

1.2 Foreign economic aid

1. General public services, of which: public sector 1.7 Public sector debt interest

debt interest
4, Economic affairs, of which: enterprise and economic | 4.1 General economic, commercial and labour affairs (excluding labour affairs)
development 4.3 Fuel and energy

4.4 Mining, manufacturing and construction

4.6 Communication

4.7 Other industries

4.9 Economic affairs n.e.c.

4. Economic affairs, of which: science and technology 4.8 R&D economic affairs

4. Economic affairs, of which: employment policies 4.1 General economic, commercial and labour affairs (labour affairs part only)
4. Economic affairs, of which: agriculture, fisheries 4.2 Agriculture, forestry, fishing and hunting

and forestry

4. Economic affairs, of which: transport 4.5 Transport

How do | get real terms numbers/proportion of GDP?

A number of the tables in this publication give figures in real terms. Real terms figures are the
actual (known as nominal) spend adjusted to exclude the effect of general inflation, as measured
by the GDP deflator at market prices. The real terms figures in this publication are given in
2020-21 prices. The GDP deflators and GDP actuals used in this publication are those given in
Annex F. The most up-to-date deflators and GDP numbers are available on the gov.uk website?.

' https://www.imf.org/external/pubs/ft/gfs/manual/pdf/ch6ann.pdf
2 https://www.gov.uk/government/collections/gdp-deflators-at-market-prices-and-money-gdp
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Departmental budgets

1.1 This chapter brings together information on public expenditure within the current budgeting
and control framework. This comprises departmental budgets, including all control totals,

as well as reconciling from the budgetary framework to the fiscal aggregates in the National
Accounts.

What's new

1.2 The ongoing pressures faced by some departments, due to the impact of the pandemic,
may again lead to delays in the laying of some annual reports and accounts (ARAs) this year'. As
a result, the 2020-21 outturn published in PESA may be subject to data quality issues, as not all
departments will have been able to align data to their ARAs. The public spending statistics (PSS)
release, published on a quarterly basis, will reflect any later revisions made by departments to
their 2020-21 outturn.

1.3 The Foreign and Commonwealth Office and Department for International Development
were merged on 2 September 2020. All outturn and plans data for both departments are now
shown within the totals for the Foreign, Commonwealth and Development Office.

1.4 At Spending Review 2020, the Resource DEL excluding depreciation budgetary control
was redefined to exclude the Scottish Block Grant Adjustments. These now form part of
the depreciation ringfence within Resource DEL. Total Resource DEL is left unchanged. The
reclassification is fiscally neutral and does not affect the spending power of the Scottish
Government.

1.5 The GDP deflator used for real terms calculations in PESA has been produced by the ONS
for outturn and by the OBR for plans, as per previous years. However, it should be noted that in
2020-21 and 2021-22 particularly, it reflects the impact of Covid-19 on calculations of GDP and
shows negative growth between the two years. The effects on UK GDP and difficulties involved
in calculating GDP at this time have been highlighted by the ONS and it should be noted that
the deflator is still subject to revision.?

The budgeting and reporting framework

1.6 Table 1.1 summarises public expenditure both in terms of the Treasury’s budgeting
and control framework?®, and in terms of the National Accounts aggregate Total Managed
Expenditure (TME) and its components. Table 1.2 presents the same information in real terms.

1.7 There is a fuller description of the budgeting and control framework in Annex C. This
chapter gives a brief overview.

! https://www.gov.uk/government/publications/financial-reporting-manual-addendum-2019-20
2 https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/articles/coronavirusandtheeffectsonukgdp/2020-05-06#practical-challenges
3 https://www.gov.uk/government/publications/consolidated-budgeting-guidance-2021-to-2022
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1.8 A clear distinction is made for budgeting between current and capital spending, with
departments having separate resource and capital budgets largely based on International
Financial Reporting Standards (IFRS). For part of their resource and capital budgets, departments
are given firm multi-year spending limits called Departmental Expenditure Limits (DELs), within
which they prioritise resources and plan ahead.

1.9 Spending that cannot reasonably be subject to firm multi-year limits, or that relates to
certain non-cash transactions, is included in Annually Managed Expenditure (AME). Table 1.1
sets out the main elements of AME. Departmental AME (which is contained in departments’
budgets) includes social security spending. Outside departments’ budgets, other AME consists
of net expenditure transfers to the EU, locally financed expenditure, debt interest, public
corporations’ own-financed capital expenditure, and accounting adjustments.

Reconciliation of budgeting and National Accounts aggregates

1.10 DEL and AME together make up TME, an aggregate that is drawn from the National
Accounts, and is defined in National Accounts terms as public sector current expenditure plus
public sector gross investment (measured net of sales but gross of depreciation). Note that
total public sector depreciation is modelled by the ONS for the National Accounts, while the
depreciation referred to in the footnote to Table 1.1 is depreciation in resource DEL, measured
on an IFRS basis.

1.11 Table 1.1 shows the reconciliation from the resource and capital budgets to the National
Accounts measures of public sector current expenditure and public sector gross investment,
respectively. With the deduction of depreciation, the latter reconciles to public sector net
investment. Table 1.2 presents the same information in real terms.

1.12 A breakdown of the accounting adjustments used for this reconciliation is shown in Table
1.14 and Annex D resource and capital budgets.

1.13 Table 1.3 shows the resource budget for each departmental group, with Table 1.4
presenting the same information in real terms. Resource DEL is a control total, which means that
departments must manage spending to keep within this total.

1.14 Table 1.5 shows resource DEL excluding depreciation as first presented in the Spending
Reviews of 2015 (from 2016-17 to 2019-20), Spending Round 2019 (2020-21) and Spending
Review 2020 (2021-22). The depreciation ringfence is a control total that departments must
manage. Table 1.6 presents the same information in real terms.

1.15 Table 1.8 shows the capital budget for each departmental group, with Table 1.9
presenting the same information in real terms. Capital DEL is a control total.

Administration budgets

1.16 Table 1.7 sets out details of administration expenditure in resource DEL for those central
government departments that are subject to administration budgets. Administration budgets are
set for most civil service departments and are designed to contain most back-office functions.
These budgets therefore help to drive economy and efficiency in the running of government.
Around 65 per cent of administration costs are accounted for by civil service pay, a further

30 per cent is accounted for by procurement of goods and services (e.g. accommodation,
equipment, travel). An analysis of administration budgets by economic category is shown in
Table 2.1.
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Total DEL

1.17 Table 1.10 shows Total DEL by departmental group. Total DEL is made up of resource DEL
excluding depreciation plus capital DEL. Table 1.10 is consistent with Table 1.5 plus Table 1.8.
Note that Total DEL is not a control total. Tab