














Appendix

1992
1993
1994
1995

FINANCIAL PARAMETERS OF LABOUR’S PROGRAMME

CAPITAL CURRENT EBR GNP EBR as % oF GNP
BORROWING BUDGET
{EXCHEQUER) {DEFICIT)
£m. f£m, £m. fm. %
254 360 614 25,757 24
454 520 974 26,572 3.7
400 375 775 28,432 2.6
400 225 625 30,564 21

Inflation is projected to be 2% in 1993, 2.5% in 1994 and 3.5% in 1995.

16

The programme involves an increase in Exchequer borrowing for capital purposes of
£200 million in 1993 (including equity capital for state enterprises).

The EBR will rise to £974 million in 1993 because economic growth will remain weak due
to high interest rates until mid 1993, though will be higher than the 1% projected growth
without any stimulus.

A fall in German interest rates of 2% is forecast to take place in the second half of 1993
(which is a conservative view) leading to an additional increase in economic growth of
1.25%-1.5% per annum in each subsequent year.

It is assumed that the deflationary budgetary stance in economies other than Italy and
Germany will be reversed in 1994 and that the favourable trading conditions will result in
strong economic growth with lower interest rates.

The current budget deficit increases in 1993 because of existing commitments and higher
unemployment arising from returned emigrants reducing the impact of labour market
measures, and falls in subsequent years to yield a small surplus in 1996.

The recovery in the U.K. economy in 1994 halts the increase in unemployment and begins
to fall in 1995.

The EBR falls back to 2.1% of GNP in 1995, which is a conservative estimate, as the cur-
rent deficit benefits from a £100 million reduction per annum in 1994 and 1995 from the
2% reduction in German interest rates.

The Debt/GDP ratio as defined in the Maastricht Treaty does not increase in 1993 and
falls in 1994 and 1995.
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