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2. The index of production fell by 1.0 per cent in the fourth quarter of 1986 compared

with the previous quarter, but rose by 1.0 per cent compared with 19850Q4.

3. Manufacturing output rose by 1.0 per cent in the fourth quarter of 1986 compared with

the previous quarter, and by 1.9 per cent compared with 198504.

4, Recent movements

percentage changes 198604 198604 December 1986Q4 198604 198604
on on on on on on
1986Q3 198504 November 198302 1981Q1 1979H1
trough
Index of Production -1.0 //-l:. 0 -0.6 +8.8 +15.1 +2.4
within which:

Manufacturing +1.0 +1.9 +0.4 +10.7 +13.9 -3.9
Energy and Water -5.5 -1.2 /  =3.2 +4.7 +18.3 +21.7
5. For 1986 as a whole, output ef the production industries increased by 1.4 per cent over

1985, following growth of 4.7 per cent between 1984 and 1985, (0.6 per cent and 2.7 per cent

respectively after allowing for the coal strike). Manufacturing output grew by 0.3 per cent

compared with 3.1 per cent between 1984 and 1985.
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then RESTRICTED

'. The CSO's assessment is that manufacturing output reached at least a temporary peak

in 1985Q2 and then fell almost 2 per cent by 1986Q1. However, during the remainder of
1986 output more than recovered, and in the fourth quarter was 1 per cent higher than in

1985Q2 and also 1 per cent higher than in 1986Q3.

7. Energy sector trends are proving difficult to analyse, with short term movements in oil
extraction caused by seasonal maintenance work, and reduced production at the end of the
year due to a pipeline leak. However, the underlying output of the energy sector appears, at

best, to be flat, and indeed may have declined slightly towards the end of last year.

8. The underlying output of all production industries in 1985H2 was 1 per cent below the
level reached in the first half of that year, but since then underlying output has increased
steadily, mainly reflecting the improvement in manufacturing output. The decline in the
published index between 1986Q3 and Q4 of 1 per cent is mainly the result of lower oil
extraction, and about half of this fall can be attributed to the pipeline leak.

Lines to take

Positive

8. Continued growth in manufacturing output. Up 1 per cent in 1986Q4 on previous

quarter and up 3 per cent since beginning of year (1986Q1-4).

Defensive

9. Fall in total production between third and fourth quarters of 1986 indicates faltering

growth?

No. Fall in Q4 reflects weakness in energy sector output which was distorted by pipeline

C=

R D KERLEY

leak. Manufacturing output continues to grow strongly.
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - DECEMBER AND
POURTH QUARTER 1986

The Chancellor has seen and was grateful for your minute of
13 February.

Moome. Nease
MEENA HENSON
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - DECEMBER 1986
The provisional index 'of the output of the production industries for December 1986
will be published at 11.30 am on Monday 16 February. A copy of the Press Notice is
attached. '

Latest figures

The December 1986 index of the output of the production industries - energy and
manufacturing - is provisionally estimated at 109.0 (1980=100, seasonally adjusted),
a decrease of 3 per cent on November. For manufacturing the index was 106.0, an

- increase of 3 per cent on November (see also paragraph on bias adjustment below).

In the fourth quarter of 1986 the output of the production industries was 1 per cent
lower than in the previous quarter, with manufacturing output 1 per cent higher.
Some industry detail is given in the attached Table A.

Assessment

Manufacturing output reached a temporary peak in the second quarter of 1985 and then
declined almost 2 per cent by the first quarter of 1986. However, during the
remainder of 1986, output more than recovered this lost ground, and in the fourth
quarter was 1 per cent higher than in the second quarter of 1985 and also 1 per cent
higher than in the third quarter of 1986.

Trends in the energy sector are difficult to determine, particularly due to
short-term movements in oil extraction caused by seasonal maintenance work and, at
the end of the year, by reduced production due to a pipeline leak. However output in
recent months has shown some decline.

The underlying output of all production industries in the second half of 1985 was
approximately 1 per cent below the level reached in the first half, but since then
underlying output has increased steadily - mainly reflecting fthe improvement in
manufacturing output. Published figures declined between the third and fourth
quarters of 1986 as a result of a reduction in energy output (mainly lower oil
extraction).

1986- as a whole

Between 1985 and 1986 output of the production industries increased by 13 per cent
(allowing for the effects of the 1984/85 coal dispute this would be 3 per cent).
Manufacturing output grew by 2 per cent between the two years.



Bias adjustment for manufacturing output

In line with revised procedures introduced in January last year, figures of
manufacturing output for the latest six months include adjustments to try to allow
for underestimation in the provisional estimates (see also Note 10 of Notes to
Editors of Press Notice).

Figures for January 1987

Figures for January 1987 are scheduled for publication on Tuesday 17 March.

D C K Stirling
13 February 1987
Central Statistical Office
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Table A

Copy No.
++ PERSONAL AND CONFIDENTIAL until release of Press Notice at 11.30 am on February 16 1987 and thereafter unclassified ++
Index of output of the production industries 1980=100
SUMMA' Total Energy and Total Metals Other Chemicals Engineering Food, drink Textiles, Other
production  water supply manufacturing minerals and and man-made and allied and tobacco footwear, manufacturing
industries industries mineral fibres industries clothing and
products leather
1885 108. 1 120.1 103.8 113.9 94.3 119.0 104.1 101.1 101.7 98.8
1986 109.6 125.1 104.1 111.0 96.6 119.4 102.6 101.7 102.7 103.0
1985 3 108.3 120.9 103.8 115.8 94.0 118.3 103.6 100.5 102.8 100.0
4 108.4 121.8 103.6 112.6 95.8 117.2 103.1 101.8 102.6 99.9
1986 1 109.1 127.2 102.6 110.3 93.6 118.2 101.4 100.7 102.6 100.0
2 108.3 125.3 103.5 110.0 96.9 118.3 102.0 101.1 103.4 102. 1
3 110.6 127.4 104.6 107.7 97.3 120.3 103.1 102.2 102.0 104.6
4 109.5 120.4 105.6 116.1 98.4 121.0 103.9 102.7 102.8 106.2
1986 O 109.7 122.6 105.1 112 97 122 103 103 102 105
N 108.7 121.3 105.6 117 99 120 104 103 104 106
D 109.0 117.4 106.0 119 100 121 105 103 102 105
Percentage change latest 3 months on:
previous 3 months
=10 =5.5 +1.0 *7.58 1.1 +0.6 +0.8 +0.5 +0.8 +0.6
a year earlier
+1.0 =}.2 +1.9 3.1 +2.7 +3.2 +0.8 +0.9 +0.2 +5.4
1st quarter 1981(a)
+16.11 +18.3 +13.9 +16.8 £10.2 +25.5 +15.8 +3.1 +13.0 +12.6
1st half 1879(b)
+2.4 22T -3.9 Hiles] =8, +11.4 -65.3 +2.8 “14,2 =bu8
DETAILED Coal and Extraction Mineral oil Other energy Metals Other Chemicals Man-made Metal goods
ANALYSIS coke of mineral processing and water minerals and fibres not
oil and supply mineral elsewnere
natural gas products specified
1985 67.2 150.3 98.6 105.9 113.9 94.3 120.4 74.2 99.3
1986 79.2 152.8 99.7 113.8 111.0 96.6 120.9 68.3 96.2
1985 3 80.5 145.8 98.1 108.6 115.8 94.0 119.5 76.0 100.1
4 81.2 148.8 98.4 106.6 112.6 95.8 118.5 73.0 98.3
1986 1 80.2 1561 95.6 162 110.3 93.6 119.5 74.5 95.9
2 79.4 151.9 103.1 113.0 110.0 96.9 119.7 69.8 96.5
3 78.3 158.6 101.0 110.8 107.7 97.3 121.9 66.7 96.1
4 79.1 145.9 99.2 107.3 116.1 98.4 122.7 62.2 96.6
1986 O 80 152 - 97 106 112 97 124 65 96
N 80 148 99 108 117 99 121 64 96
D 78 139 102 108 119 100 123 57 98
Percentage change latest 3 months on:
previous 3 months
) -8.0 =18 o 1A +7.8 *1.1 +0.7 =87 +0.6
a year earlier
=2.8 1.8 +0.8 +0.7 +3.1 $250 +3.5 -14.8 21,8
1st auarter 1981(a)
-18.8 +35.9 +3.1 +10.9 +16.8 +1U.2 +27.0 -30.8 +8.8
1st half 1973(b)
=175l +54.7 =1252 +2.4 =1 G =Bt +13.9 =bA7 -21.4
DETAILED Mechanical Electrical Motor Other Food Drink and Textiles Clothing, Paper, A1l other
ANALYSIS engineering and vehicles and transport tobacco footwear and printing and manufacturing
cont inued instrument  parts equipment leather publishing
engineering
1985 92.7 130.8 86.3 94.7 104.0 95.1 98.3 104.7 98.1 99.7
1986 92.7 129.7 82.5 92.6 104.6 95.6 99.1 105.8 101.7 104. 4
1985 3 91.7 129.3 88.9 93.4 104.0 93.4 99.4 105.7 98.7 101.4
4 93.9 129.4 81.7 93.0 104.7 95.8 99.6 105.2 99.3 100.5
1986 1 93.0 125.6 80.7 93.6 104.0 93.8 98.6 108. 1 99.5 100.5
2 93.3 127.2 82.5 92.1 103.5 96.3 99.4 106.8 101.5 102.9
3 92.6 132.2 80.9 92.7 105.4 95.5 97.7 105.7 102.3 107.2
4 91.8 133.9 85.9 92.0 105.6 96.6 100.8 104.5 103.6 107.2
1986 O 93 132 84 92 105 97 99 105 103 107
N 92 135 85 92 106 97 102 106 104 108
D 91 135 89 92 106 97 1 103 104 107
Percentage change latest 3 months on:
previous 3 months
=0.9 +1.2 +6.2 -0.8 +0.2 12 +3.2 = 1, #1:2 =0.1
a year earlier
=20l +3:5 €651 =1l +0.9 +0.9 A g -0.6 +4.3 +6.6
1st quarter 1981(a)
5.1 +44.7 +11.9 -12.8 +7.0 -4.6 *11.3 +14.3 +9.1 +16.7
1st half 1979(b)
-16.6 +29.6 -30.2 2.0 +5.9 -3.6 =182 9.5 -3.1 =78

(a) Last trough for production industries (b) Last peak for production industries
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Outpul of Lhe production industries in the fourth quarter of 1986 is
provisionally estimated to have fallen by 1 per cent from the level of the prcvious

quarter; manufacturing output rose by 1 per cent.

OQutput of production industries (to December 1986)

The December index of the output of the production industries - energy and
manufacturing - is provisionally estimated at 109.0 (1980=100, seasonally adjusted).
In the fourth quarter of 1986, production industries' output was 1 per cent lower
than in the previous quarter but 1 per cent higher than in the same period a year

earlier.

Manufacturing output in the latest quarter was 1 per cent higher than in the
previous gquarter and 2 per cent higher than in the same period a year earlier (see
also note 10 of Notes to Editors). Within manufacturing, the output of the metals
industry increased by 8 per cent between the latest two quarters; the output of all
the other broad industry groups increased by about 1 per cent except for food, drink

and tobacco, which was little changed.

The output of the energy sector in the latest quarter was 53 per cent lower than

in the previous quarter and 1 per cent lower than in the same period a year earlier.

By market sector, the output of fthe consumer goods industries increased by 13
per cent between the latest two quarters but the output of thé intermediate goods
industries fell by 23 per cent; the output of the investmentlgoods industries was

little changed.

prepared by the Government Statistical Service
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. The output of the production industries in the fourth quarter of 1986 was 15 per
cent higher than at its trough in the first quarter of 1981; manufacturing output was

14 per cent higher.

1986 as a whole

Between 1985 and 1986, output of the production industries inecreased hy 13 per
cent, following growth of 43 per cent between 1984 and 1985. Allowing for the
effects of the 1984/85 coal dispute, comparisons are 3 per cent and 23 per cent

respectively.

Manufacturing output grew by 2 per cent between 1985 and 1986 compared with 3

per cent between 1984 and 1985. Within manufacturing, however, "othcr manufacturing"
industries showed a 4 per cent increase in output compared with 1985 and other

minerals a 2 per cent rise, while the metals industry recorded a 3 per cent fall.

Output of the energy sector increased by 4 per cent between 1985 and 1986
following a 9 per cent rise between 1984 and 1985. After adjusting for the effects
of the coal dispute, these comparisons reduce to 12 per cent and 2 per cent

respectively.

Output of production and construction industries (to Q3 1986)

Output of the construction industry in the third quarter of 1986 is estimated to
have been 3 per cent higher than in the previous quarter. Ountput of the production
and construction industries in the third quarter was 12 per cent higher than in the

previous quarter, and 16 per cent above the trough in the first quarter of 1981.

Revisions

Estimates have been revised to take account of long-run revisions to data and
the twice-yearly updating of seasonal factors. In 1986 the index of production has
been revised up by about 1 per cent in May and down by around 3 per cent in
September. The index of manufacturing output has been revised downwards by about 3

per cent in both September and October.
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OUTPUT OF THE PRODUCTION INDUSTRIES(1)

(1980=100)
TABLE 1
Broad industry groups Market sectors
Product ion industries Energy(2) Manufacturing Consumer Investment Intermediate
goods goods goods
Division 1-4 Division 1 Division 2-4
Weights 1000 264 736 245 243 512
1981 96.6 103.8 94.0 96.4 91.3 99.2
1982 98.4 110.0 94.2 95.8 92.4 102.3
1983 101.9 115.9 96.9 98.8 92.9 107.6
1984 103.2 110.1 100.7 101.6 97.1 106.8
1985 108.1 120.1 103.8 103.6 103.2 112:8
1986 109.6 125.1 104.1 105.0 101.1 115.7
Seasonally
adjusted
1981 1 8511 101.8 92.7 96.0 89.9 97.1
2 95.8 103.3 93.2 95.5 90.6 98.4
3 97.3 103.8 95.0 97.4 91.9 99.6
4 98.3 106.5 95.3 96.7 92.9 101.7
1982 1. 97.2 104.1 94.7 96. 1 92.9 99.8
2 98.9 110.0 84.9 95.8 93.7 102.9
3 99.2 113.3 94.1 85.9 92.3 103.8
4 98.2 112:5 83.1 95.6 90.7 102.8
1983 1 100.3 112.8 95.8 97.6 83.5 104.8
2 100.6 115.0 95.4 97.4 90.8 106.7
3 102.8 117.6 97.5 100.0 92.8 108.0
4 104.0 118.0 98.9 100.4 94.5 110.1
1984 1 104.0 116.8 99.4 100.5 94.3 11Q:2
2 102.6 109. 1 100.3 101.7 96.4 106. 1
3 102.4 105.3 101.4 102.4 97.9 104.6
4 103.7 108.4 101.7 102.0 93.6 106. 4
1985 1 106.4 115.0 103.3 103.4 102.2 108.8
2 108.3 122.6 104.5 103.2 105.4 114.1
3 108.3 120.9 103.8 104.1 102.6 113.0
4 108.4 121.8 103.6 103.8 102.7 113.4
1986 1 108.1 127%2 102.6 103.0 101.4 115.4
2 108.3 125.3 103.5 104.4 100.6 115.5
3 110.6 127.4 104.6 105.7 101.2 T2
4 108.5 120.4 105.6 107.1 101.1 114.5
1984 D 104.2 109.1 102.4 102.2 100.6 106.6
1985 J 106. 1 115.0 102.9 103.1 101.6 109.6
F 105.8 113.4 108.1 103. 1 101.5 108.9
M 107.4 116.7 104.0 104.0 103.4 110.8
A 109.0 122.2 104.2 102.8 105.0 113.9
M 108.8 124.8 104.4 102.9 105.8 115.2
J 108.1 120.8 104.9 104.0 105.5 113.3
J 107.7 119.3 103.5 103.6 102.4 lireAa
A 108.2 120.0 104.0 104.5 102.5 112.8
S 108.0 123.5 103.8 104.3 102.9 114.1
0 108 .5 123.0 103.3 102.7 103.2 113.9
N 109.5 126.3 103.5 104.3 101.6 115.9
D 107.1 116.2 103.9 104.3 103.2 110.5
1986 J 10R 3 124.6 102.4 102.2 101.3 114.2
E 108.8 129.7 102.7 103.5 101.3 116.7
M 109.2 127.4 102.6 103.2 101.6 115.3
A 110.89 130.1 104.0 104.8 101.2 118.2
M 108.2 126.0 103.2 104.0 100.5 116.6
J 107.7 119.7 103.4 104.4 100.2 112.6
J 110.2 126.1 104.5 105.4 101.3 116.5
A 111.1 130.2 104.2 105.8 100.3 118.5
S 110.5 125.9 105.0 105.9 101.9 116.7
0 108.7 122.6 105. 1 106. 1 101.2 115.4
N 109.7 121.3 105.6 108. 1 100.8 114.7
D 109.0 117.4 106.0 107.0 101.3 113.5
% 3-month on
3-month g1 20! =55 #1350 +1.3 =051 =2.3
change (3)

(1) Output index numbers include adjustments, as necessary, to compensate for the use of sales indicators (see Notes to Editors).
(2) Includes water supply
(3) Average of October to December 1986 compared with the average of July to September 1986.



OUTPUT OF MANUFACTURING INDUSTRIES
(1980=100)

TABLE 2
Metals Other minerals Chemicals and Engineering and Food, drink Textiles, clothing Other
and mineral man-made fibres allied industries and tobacco footwear and leather manufacturing
products(1)
Class 21-22 Class 23-24 Class 25-26 Class 31-37 Class 41-42 Class 43-45 Class 46-49
Weights 25 41 68 325 99 b2 126
1981 106.0 89.0 93.6 91.8 98.3 92.7 93.2
1982 103.2 90.9 99.7 82.9 99.8 g91.2 90.8
1983 104.7 93.9 107.4 94.9 100.9 94.6 93.7
1984 108.2 85.0 113.9 99.3 101.9 97.9 97.7
1985 113.9 94.3 118.0 104.1 10715 101.7 98.8
1986 111.0 96.6 119.4 102.6 101.7 102.7 103.0
Seasonally
adjusted
1981 1 99.4 89.3 96.4 89.7 99.5 91.0 93.5
2 104.3 88.6 98.2 90.8 97.1 92.1 93.1
3 107.4 89.9 102.4 93.0 98.2 93.2 93.1
4 1138.1 88.4 101.3 93.7 98.3 94.4 92.9
1982 1 110.4 90.0 99.8 93.7 99.1 918 91.1
2 108.3 92.0 99.7 93.6 100.3 91.2 91.3
3 100.4 91.0 99.5 92.6 100.5 91.4 90.7
4 93.8 90.7 99.7 91.7 99.4 90.5 90.2
1983 1 98.8 93.3 104.1 94.6 99.9 92.7 92.59.
2 104.8 91.4 106.8 93.1 98.8 93.3 92.8
3 105.4 95.3 108.9 95.0 103. 1 95.0 93.6
4 110.0 95.4 109.9 96.8 101.8 97.86 95.6
1984 1 112.1 94.6 111.4 87.1 101.8 96.6 97.2
2 104.8 95.1 112.1 98.6 102.7 97.5 98.3
3 108.9 95.9 115.8 100. 4 102.0 98.5 97.2
4 107.0 94.5 116.3 101.0 101.2 99.2 98.2
1985 1 111 93.2 120.1 103.7 101.8 99.9 97.9
2 116.1 94.3 120.6 106.0 100.2 101.7 97.6
3 115.8 94.0 118.3 103.6 100.5 102.8 100.0
4 112.6 95.8 117.2 103.1 101.8 102.6 8.9
1986 1 110.3 93.6 118.2 101.4 10027 | 102.6 100.0
2 110.0 96.9 118.3 102.0 101.1 103.4 102.
3 107.7 97.3 120.3 103.1 102.2 102.0 104.6
4 116.1 98.4 121.0 103.9 102.7 102.8 105.2
1984 D 108 96 117 102 101 100 99
1985 J 108 93 120 103 102 99 98
il 109 92 120 103 102 99 98
M 115 95 120 104 102 102 98
A 115 94 122 106 100 101 97
M 117 95 119 106 100 101 98
J 116 94 121 106 100 103 98
J 116 94 119 103 100 103 100
A 118 93 118 104 101 103 100
S 113 95 118 104 101 103 100
0 112 96 17 103 102 101 99
N 114 96 118 102 101 105 101
D 112 95 117 104 103 102 100
1986 J 11 g5 119 101 100 102 100
F 110 92 119 101 102 104 100
M 110 93 116 102 101 102 100
A 109 97 118 103 102 104 102
M 1m 96 118 102 101 102 102
J m 98 118 101 101 104 103
J 108 96 119 103 102 101 105
A 107 98 120 102 102 103 104
S 107 98 121 104 102 102 105
0 112 97 122 103 103 102 105
N 117 99 120 104 103 104 106
D 118 100 121 105 103 102 105
% 3-month on
3-month +7.8 +114 +0.8 +0.8 +0.5 +0.8 +0.6

change (2)

(1) Mainly building materials
(2) Average of October to December 1986 compared with the average of July to September 1986.



OUTPUT OF PRODUCTION AND CONSTRUCTION INDUSTRIES (1)

(1980=100)
TABLE 3
Production and Construction Production industries Energy(2) Manufacturing 0il and gas
construction extraction
Division 1-5 Division 5 Division 1-4 Division 1 Division 2-4 Class 13
Weights
(parts per thousand 424 63 361 95 266 44
of GDP(0))
1981 95.6 89.9 96.6 103.8 94.0 110.3
1982 97.4 91.6 98.4 110.0 94.2 125.6
1983 100.9 95.3 101.9 118:9 96.9 137.6
1984 102.5 98.6 103.2 110.1 100.7 147.1
1985 106.9 99.8 108. 1 120.1 103.8 150.3
1986 = = 109.6 125.1 104.1 152.8
Seasonally adjusted
1981 1 94.8 92.4 95.1 101.8 92.7 107.3
2 94.8 89.5 95.8 103.3 93.2 108. 1
3 96.3 90.9 97.3 103.8 95.0 111.4
4 96.7 86.9 98.3 106.5 95.3 114.4
1982 1 96.1 89.1 97.2 104.1 94.7 113.2
2 97.6 90.6 98.9 110.0 94.9 126.7
3 98.1 92.6 99.2 113.3 94.1 131.5
4 97.7 94.3 98.2 112.5 83.1 131.1
1983 1 99 .4 93.7 100.3 112.8 95.8 131.2
2 99.2 92.1 100.6 115.0 95.4 132.8
3 102.0 97:17 102.8 117.6 97.5 141.9
4 103. 1 97.8 104.0 118.0 98.9 144.5
1984 1 103.1 97.0 104.0 116.8 99.4 147.6
2 101.6 98.1 102.6 109.1 100.3 146.1
3 102.2 100.5 102.4 105.3 101.4 143.7
4 103. 1 98.7 103.7 108.4 101.7 1511
1985 1 105.4 99.5 106.4 115.0 103.3 154.1
2 107.9 100.0 109.3 122.6 104.5 152.5
3 106.9 99.1 108.3 120.9 103.8 145.8
4 107.3 100.8 108.4 121.8 103.6 148.8
1986 1 107.5 98.1 109.1 12752 102.6 155.1
2 108.2 102.0 109.3 125.3 103.5 151.9
3 109.8 104.9 110.6 127.4 104.6 158.6
4 & = 109.5 '120.4 105.6 145.9

(1) The long run series in column 3-5 are consistent with Table 1.
(2) Includes water supply



NOTES TO EDITORS

1. index numbers of output of the production and construction industries in this Press Notice are on the base 1980 = 100
and ified to the 1980 revision to the Standard Industrial Classification (SIC). These industries account for 42 per cent
of gross domestic product; production industries alone accounts for 36 per cent. The index numbers were first published in this
form in September 1983. The monthly index for the production industries covers only the energy (and water supply) Division 1
of the SIC, and manufacturing industries, Divisions 2 to 4 of the SIC. An 1index of production and construction broadly
equivalent to the previously published "all industries” index of production' is available only quarterly. These changes were
described in advance in March 1983 Economic Trends. A further article describing the effects of rebasing appeared in October
1983 Economic Trends.

2. The purpose of the index numbers is to measure changes in net output or value added (that is total outputs less total inputs)
at constant (1980) prices. Conceptually, this should be estimated as the difference between outputs and inputs, each valued at
the appropriate prices of the base year. However, this approach, known as double deflation, is difficult to apply reliably since
it requires a great deal of information. In practice, movements in net output at constant prices are generally estimated by
movements in gross output at constant prices. This yields satisfactory estimates, provided the ratio of gross to net output
remains largely unchanged, as will generally be the case in the short-term. Further discussion of the concepts of measurement may
be found in "Sources and Methods, Studies in Official Statistics No 37" (HMSO, 1985).

3. The index of production is a weighted average of 330 separate indicators, each of which describes the activity of a small
sector of industry. These indicators are obtained monthly where possible but for a number of sectors, representing 17 1/2 per
cent of activity, only quarterly data are available. Two Occasional Papers, one describing the weights and indicators and the
other the sources used in compiling the index, are available.

4, Many of the basic series used to construct the index of production measure either final production or deliveries. Neither
type of series takes account of changes in work in progress and series based on deliveries do not take account of changes in
stocks of finished goods. All of the index numbers in this Press Notice have been adjusted where necessary, for estimated
changes in stocks. An Occasional Paper describing these calculations is available.

5. More detailed tables on the index of production are published regularly in "British Business" and the 'Monthly Digest of
Statistics".

6. Estimates of the output of the construction industry are compatible with those published by the Department of the Environment
which are available only quarterly, one month in arrears of the corresponding quarters” estimates for the output of production
industries. The aggregate index numbers no longer make use of preliminary estimates for the construction industry based, in
advance of receipt of regular returns from the industry, on broad indicators of activity; they are thus delayed by one month
but are better founded.

e The index numbers in this Press Notice are all seasonally adjusted, to remove annually recurring month-to-month variations
owing for example, to the incidence of holidays and other regular seasonal patterns of behaviour. The adjustments can only be
derived from analysis of past data and may not be completely appropriate when holiday patterns change sharply. Unadjusted data
may be obtained from CSO.

8. Estimates for the latest few months are always based on partial information and should be regarded as provisional and subject
to revision as more complete data become available. During the 1lifetime of the 1975-based 1index, the average revision
(regardless of sign) to the all-industries index for the latest month was one half of 1 per cent. It is recommended that, to
obtain an assessment of short-term change, attention should be directed to the three-month-on-three month changes. The average
revision to this latter measure was one quarter of a percentage point over the same period. An Occasional Paper 1is available
from CSO describing the effects of revisions.

9. Occasional Papers (price £2.50 each) and off-prints of Economic Trends articles (price £1.50 each) are available from the
Central Statistical Office.

In an attempt to allow for understatement in the provisional figures, an improved system of adjustments to manufacturing output
was introduced in January last year. Some detail was included in note 12 of Notes to Editors in the January 1986 Press Notice and
a fuller note on the methodology of the adjustment procedure is available on request from the CSO. The adjustment procedure makes
use of smoothed monthly CBI figures on expectations of growth in output. The bias adjustments included in the manufacturing
figures this month are:

1986
July August September October November December

- +0.1 +0.1 +0.1 +0.2 +0.3
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - JANUARY 1987
This will be published at 11.30am on Tuesday 17 February.
e The index of production fell by 0.7 per cent in the three months to January compared

with the previous three months, but rose by 1.4 per cent compared with the same period a

year earlier and by 0.4 per cent between December and January.

3. Manufacturing output rose by 0.5 per cent in the three months to January compared

with the previous three months, and by 2.2 per cent compared with the same period a year

earlier but fell 2.2 per cent between December and January.

4, Recent movements

percentage changes

Index of Production

within which:

Manufacturing

Energy and Water

Latest 3
months on
previous 3

Latest 3
months on

same period December

months year earlier
-0.7 +1.4
+0.5 +2.2
_3 . 5 "0 . 4

January Latest 3 Latest 3 Latest 3
on months on months on months on
1983Q2 198101 1979H1
trough
+0.4 +9.1 +15.4 +2.7
-2.2 +10.5 +13.7 -4.0
+7.2 +6.0 +19.8 +23.2



PERSONAL AND CONFIDENTIAL
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5. The CSO's assessment is that manufacturing output reached at least a temporary peak

in 1985Q2 and then fell 2 per cent by 1986Q1. However, during the remainder of 1986

output more than recovered, and in the fourth quarter was 1% per cent higher than in
1985Q2 and also 1% per cent higher than in 1986Q3. The decline in January is thought to be

largely an effect of the severe weather in that month.

6. Energy sector trends are difficult to determine, with short term movements in oil
extraction caused by seasonal maintenance work, and reduced production at the end of the
year due to a pipeline leak. January output was high reflecting the high demand for energy
during the severe weather together with the repairing of the oil pipeline. However, the
underlying output of the energy sector appears, at best, to be flat, and indeed may have

declined slightly towards the end of last year.

7. The underlying output of all production industries in 1985H2 was approximately
1 per cent below the level reached in the first half of that year, but since then underlying
output has increased steadily, mainly reflecting the improvement in manufacturing output.
The decline in the published index between 198603 and Q4 was mainly the result of lower oil
extraction. In January increased energy output was broadly offset by lower manufacturing
output, so that the published index for production industries remained the same as that for

the fourth quarter.

8. Although not part of the index of production, the press notice will contain figures for
fourth quarter construction industry output. The output of the construction industry is
estimated to have risen by 0.8 per cent between the third and fourth quarters of 1986 to a
level 3.4 per cent above its level in the fourth quarter of 1985. Output in 1986 as a whole

was 2.2 per cent higher than in 1985.

Line to take

9. Fall in manufacturing output between December and January indicates faltering

growth?

No. January index distorted by severe weather in that month. Underlying trend in

.

R D KERLEY

manufacturing still strongly upward.
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - JANUARY 1987

You asked for a graph of industrial production and manufacturing output (Mrs Ryding's

minute of 16 March).

2. I attach graphs showing quarterly movements since 1970 and the three-month moving

average since 1979.

/l) W ﬂ”) l) R D KERLEY
U!
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cc: Miss O'Mara
INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - JANUARY 1987

The Chancellor was grateful for your minute of 13 March. He would

be grateful to see a graph of this as soon as possible.

CK

CATHY RYDING
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - JANUARY 1987

The Chancellor was grateful for the charts attached to your minute

of earlier today (copies attached for copy recipients).
2 The Chancellor has commented that the main point to note is
that industrial production has now exceeded its previous peak (ie

both 198603 and 1986Q4 are higher than 197902) . "Industrial
production at all-time record levels".

€

CATHY RYDING
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INDEX OF PRODUCTION

3 monthly moving overage 1980=100
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PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 17 MARCH 1987

JO505

MR D NORGROVE
Prime Minister's Office

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - JANUARY 1987

The provisional index of the output of the production industries for January 1987 will be
published at 11.30 am tomorrow, Tuesday 17 March. A copy of the Press Notice is attached.

Latest figures

The January 1987 index of the output of the production industries - energy and manufacturing
- is provisionally estimated at 109.8 (1980=100, seasonally adjusted), an increase of 3 per cent
on December. For manufacturing the index was 103.9, a decrease of 2; per cent on
December, with the severe weather thought to be largely responsible for this decline (see also
paragraph on bias adjustment below).

In the three months to January 1987 the output of the production industries was 3 per cent
lower than in the previous three months, with manufacturing output 3 per cent higher. Some
industry detail is given in the attached Table A.

Assessment

Manufacturing output reached a temporary peak in the second quarter of 1985 and then
declined 2 per cent by the first quarter of 1986. However, during the remainder of 1986,
output more than recovered this lost ground, and in the fourth quarter was 13 per cent higher
than in the second quarter of 1985 and also 13 per cent higher than in the third quarter of
1986. The provisional figure for January shows a decline but this is thought to be largely the
effect of the severe weather in that month.

Trends in the energy sector are difficult to determine, particularly due to short-term
movements in oil extraction caused by seasonal maintenance work and, at the end of last
year, by reduced production due to a pipeline leak. However output in recent months has
shown some decline. January output was high reflecting the high demand for energy during
the severe weather together with the repairing of the oil pipeline. :

The underlying output of all production industries in the second half of 1985 was 1 per cent
below the level reached in the first half, but since then underlying output has increased
steadily - mainly reflecting the improvement in manufacturing output. Published figures
declined between the third and fourth quarters of 1986 as a result of a reduction in energy
output (mainly lower oil extraction). In January, the increased energy output was broadly
offset by lower manufacturing so that the published index for production industries remained
the same as that for the fourth quarter.

Bias adjustment for manufacturing output

In line with revised procedures introduced in January last year, figures of manufacturing
output for the latest six months include adjustments to try to allow for underestimation in the
provisional estimates (see also Note 10 of Notes to Editors of Press Notice).

Figures for February 1987

Figures for February 1987 are scheduled for publication on Tuesday 14 April.
ff D C K stirling

16 March 1987
Central Statistical Office



Table A

Copy No.
++ PERSONAL AND CONFIDENTIAL until release of Press Notice at 11.30 am on March 17 1987 and thereafter unclassified ++
. Index of output of the production industries 1980=100
SUMMARY Total Energy and  Total Metals Other Chemicals Engineering Food, drink Textiles, Other
production water supply manufacturing minerals .and and man-made and allied and tobacco footwear, manufacturing
industries industries mineral fibres industries clothing and
products leather
1985 108. 1 120.1 103.8 113.9 94.3 119.0 104.1 101.1 101.7 98.8
1986 108.7 125.2 104. 1 110.9 96.5 119.8 102.8 101.6 102.5 108. 1
1985 3 108.3 120.9 103.7 115.8 94.0 118.3 103.6 100.5 102.8 100.0
4 108.4 121.8 103.5 112.6 95.8 117.2 103. 1 101.8 102.6 99.8
1986 1 108.0 127.2 102.5 110.8 93.6 118.2 101.2 100.7 102.7 100.0
2 108.2 125.3 103.5 110.0 96.8 118.3 102.0 101.2 103.5 102.2
3 110.6 127.5 104.6 107.6 97.2 120.2 103.0 102.4 101.8 104.8
4 108.8 120.6 106.0 116.7 98.3 122.4 104.9 102.0 101.9 105.4
1886 N 110.1 121.4 106. 1 117 99 121 105 103 103 106
D 109.4 117.9 106.3 118 99 123 106 101 100 106
1987 J 109.8 126.4 103.9 110 88 117 104 102 100 105
Percentage change latest 3 months on:
previous 3 months
-0.7 -3.5 +0.5 +5.7 re:d =1.2 + 1.2 =01 =14 +0.6
a year earlier
+1.4 -0.4 £2.:2 +2.4 -0.3 R0 Q e +2.1 o -1.8 +5.4
1st quarter 1981(a)
+15.4 +19.8 +13.7 +15.6 +6.5 +24.6 +16.6 +2.6 #11.2 +12.6
1st half 1979(b)
L +23.2 -4.0 -11.8 =110 +10.7 -4.6 +2.3 -16.6 -5.2
DETAILED Coal and Extraction Mineral oil Other energy Metals Other Chemicals Man-made Metal goods
ANALYSIS coke of mineral processing and water minerals and fibres not
0il and supply mineral elsewhere
natural gas products specified
1985 87.2 150.3 98.6 105.9 113.9 94.3 120.4 74.2 99.1
1986 79.2 153.0 99.9 111.86 110.8 96.5 121.3 68.4 96.5
1985 3 80.5 145.8 98.1 108.6 115.8 94.0 119.5 76.0 99.8
4 81.2 148.8 98.4 106.6 112.6 95.8 118.5 73.0 98.1
1986 1 80.2 155..1 95.6 115.2 110.3 93.6 119.5 74.5 96.0
2 79.4 151.9 103. 1 113.0 110.0 96.8 119.7 69.7 96.7
3 78.3 158.86 101.0 110.8 107.6 97.2 121.8 66.7 96.5
4 79.2 146.3 99.7 107.3 116.7 98.3 124.2 62.9 96.9
1986 N 80 148 99 108 117 99 123 64 96
D 78 140 103 108 118 99 125 60 98
1987 J 75 155 99 115 110 88 118 63 96
Percentage change latest 3 months on:
previous 3 months
o SHET *1.2 ~0.2 +5,7 =24 =-1.1 +5.6 0.7
a year earlier
-4.1 -0.3 2.8 +0 4 +2 4 +0.3 +2.3 =15.6 -0.8
1st quarter 1981(a)
-20.3 +37.2 +4.2 +14.1 +15.6 +6.5 +26.2 -30.6 +9.3
1st half 1879(b)
= +56.2 -11.3 +5.3 =118y S 4 O +13.1 -54.6 =213
DETAILED Mechanical Electrical Motor Other Food Drink and Textiles Clothing, Paper, A1l other
ANALYSIS engineering and vehicles and transport tobacco footwear and printing and manufacturing
cont inued instrument parts equipment leather publishing
engineering
1985 92.7 130.8 86.3 ya./ 104.0 95.1 98.3 104.7 98 1 99.7
1988 g92.2 130.1 82.8 93.9 104.8 94.9 99.0 105.5 102.2 104.1
1885 3 91.6 129.3 89.0 93.4 104.0 93.4 99.4 105.7 98.7 101.4
4 93.9 129.4 81.7 93.0 104.7 95.8 99.6 105.2 99.2 100.6
1986 1 92.8 125.3 80.7 93.7 104.0 94.0 98.7 106. 1 99.2 100.8
2 93.0 126.8 82.5 93.0 103.5 96.4 99.7 106.9 101.6 103.0
3 92.0 132.0 81.0 93.9 105.7 95.6 97.5 105.5 102.5 107.4
4 91.1 136.2 87.1 94.9 105.9 93.7 100.2 103.5 105.5 105. 1
1986 N 91 137 86 95 107 a5 102 104 106 106
D 90 137 90 95 105 93 99 101 106 105
1987 J 90 136 82 94 106 96 100 101 105 104
Percentage change latest 3 months on:
previous 3 months
=1:B +2:5 5.8 +0.4 =0: 1 -0.4 +1.9 =355 +2.3 ~1.2
a year eerlier
b T +7.0 +4.,2 +1.8 +1.6 +0.3 i -4.2 2 26,:2 +4.3
1st quarter 1981(a)
+3.7 +47.6 +12.1 -10.3 +7.3 -6.9 +10.9 +11.4 +11.2 +14.3
1st half 1979(b)
#17.3 +32.2 -30.1 +0.9 +6.3 -6.0 -19.6 =11.8 -1.3 -8.5

(a) Last trough for production industries (b) Last peak for production industries
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - JANUARY 1987

Output of Lhe production industries in the three months to January 1987 is provisionally
estimated to have fallen by 3 per cent from the level of the previous three months;

manufacturing output rose by 3 per cent.

Output of production industries (to January 1987)

The January index of the output of the production industries - energy and manufacturing
- is provisionally estimated at 109.8 (1980=100, seasonally adjusted). In the three months to
January 1987, production industries' output was 3 per cent lower than in the previous three

months but 13 per cent higher than in the same period a year earlier.

Manufacturing output in the latest three months was 3 per cent higher than in the

previous three months and 2 per cent higher than in the same period a year earlier (sec also

F o
e

(@]

iote 10 otes to Editors). Within manufacturing, the output of the metals industry
increased by 6 per cent and that of engineering and allied industries and '"other manu-
facturing" industries by 1 per cent between the two latest three-month periods. The output
of chemicals, however, and of textiles and clothing fell by 1 per cent and that of minerals by

2 per cent. There was little change in the output of food, drink and tobacco.

The output of the energy sector in the latest three months was 33 per cent lower than
in the previous three months and 3 per cent lower than in the same period a year earlier.
By market sector, the output of the consumer goods industries increased by 3 per cent
between the two latest three-month periods but the output of the intermediate goods
industries fell by 1% per cent; the output of the investment goods industries was little

changed.

prepared by the Government Statistical Service

GoB




l The output of the production industries in the three months to January 1987 was 151 per

cent higher than at its trough in the first quarter of 1981; manufacturing output was 131 per

cent higher.

Output of production and construction industries (to Q4 1986)
Output of the construction industry in the fourth quarter of 1986 is estimated to have

been 1 per cent higher than in the previous quarter. Output of the production and

construction industries in the fourth quarter was 3 per cent lower than in the previous

quarter, but 15 per cent above the trough in the first quarter of 1981.
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QUTPUT OF THE PRODUCTION INDUSTRIES(1)

(1980=100)
TABLE 1
Broad industry groups Market sectors
Production industries Energy(2) Manufacturing Consumer Investment Intermediate
goods goods goods
Division 1-4 Division 1 Division 2-4
Weights ’ 1000 264 736 245 243 512
1981 96.6 103.8 94.0 96.4 91.3 99.2
1982 98.4 110.0 94.2 95.8 92.4 102.3
1983 101.9 115.9 96.9 98.8 92.9 107.6
1984 103.2 110.1 100.7 101.6 97.1 106.8
1985 108. 1 120.1 103.8 103.6 103.2 112.6
1986 108.7 125.2 104.1 105.0 101.2 115.8
Seasonally
adjusted
1981 1 95.1 101.8 92.7 96.0 89.9 97.1
2 95.8 103.3 93.2 95.5 90.6 98.4
3 97.3 103.8 95.0 97.4 91.9 99.6
4 98.3 106.5 95.3 96.7 92.8 101.7
1982 1 87.2 104.1 94.7 96.1 92.9 99.8
2 98.9 110.0 94.9 95.8 93.7 102.9
3 99.2 113.3 94.1 85.9 92.3 103.8
4 98.2 112.5 93.1 95.6 80.7 102.8
1983 1 100.3 112.8 95.8 97.6 93.5 104.8
2 100.6 115.0 95.4 97.4 90.8 106.7
3 102.8 117.6 97.5 100.0 92.8 109.0
4 104.0 118.0 98.9 100.4 94.5 110.1
1984 1 104.0 116.8 99.4 100.5 94.3 110.2
2 102.6 109.1 100.3 101:7 96.4 106. 1
3 102.4 105.3 101.4 102.4 97.9 104.6
4 103.7 109.4 101.7 102.0 99.6 106.4
1985 1 106.4 115.0 103.3 103.4 102.1 108.8
2 109.3 122.6 104.5 103.2 105.3 114.1
3 108.3 120.9 103.7 104.2 102.6 113.0
4 108.4 121.8 103.5 103.7 102.7 113.4
1986 1 108.0 1272 102.5 103.0 101.2 115.4
2 109.2 125.3 103.5 104.5 100.5 115.4
3 110.6 12155 104.6 105.8 101.1 117.2
4 108.8 120.6 106.0 106.6 102.1 115.0
1985 J 106. 1 115.0 102.9 103.1 101.6 108.6
E 105.8 113.4 103. 1 103.1 101.6 108.9
M 107.4 116.7 104.0 104.0 103.1 110.8
A 109.0 122.2 104.2 102.8 104.9 113.9
M 109.8 124 R 104.4 102.9 105.7 115.1
J 108.0 120.8 104.8 104.0 105.4 113.3
J 1077 119.3 103.5 103.6 102.4 12.1
A 108.2 120.0 104.0 104.6 102.5 112.8
S 108.9 123.5 103.7 104.3 102.8 114.1
0 108.5 123.0 103.3 102.6 103.2 113.9
N 109.5 126.3 103.4 104.3 101.6 115.9
D 107.1 116.2 103.9 104.3 103.2 110.%5
1986 J 108.2 124.6 102.3 102.1 101.1 114.2
F 109.8 129.7 102.6 103.6 mni 116.7
M 108. 1 127.4 102.5 103.2 101.5 115.3
A 110.8 130.1 103.9 104.8 101.1 118.1
M 109.2 126.0 103.2 104.0 100.4 115:6
J 107..7 119.8 103.4 104.6 100. 1 112.6
J 110.2 126.2 104.5 105.4 101.3 116.5
A 111 130.2 104.2 106. 1 100. 1 118.5
S 110.6 126.0 105.1 106.0 101.8 116.7
0 110.0 1?2 A 105.5 105.7 102.3 115.7
N 110.1 121.4 106. 1 107.8 101.7 115.2
D 109.4 117.9 106.3 106.2 102.2 114.2
1987 J 109.8 126.4 103.9 105.8 100.7 116.0
% 3-month on
3-month 0.7 =3.5 +0.5 +0.6 +0.1 -1.6

change (3)

(1) Output index numbers include adjustments, as necessary, to compensate for thefuse of sales indicators (see Notes to Editors).
(2) Includes water supply.
(3) Average of November 1986 to January 1987 compared with the average of August to October 1986.



OUTPUT OF MANUFACTURING INDUSTRIES

(1980=100)
TABLE 2
Metals Other minerals Chemicals and Engineering and Food, drink Textiles, clothing Other
and mineral man-made fibres allied industries and tobacco footwear and leather manufacturing
products(1)
Class 21-22 Class 23-24 Class 25-26 Class 31-37 Class 41-42 Class 43-45 Class 46-49
Weights 25 41 68 325 99 52 ; 126
1981 106.0 89.0 99.6 91.8 98.3 92.7 93.2
1982 103.2 90.9 99.7 92.9 99.8 91.2 90.8
1983 104.7 93.9 107.4 94.9 100.9 94.6 93.7
1984 108.2 95.0 113.9 99.3 101.9 97.9 97.7
1985 113.9 94.3 119.0 104.1 101.1 101.7 98.8
1986 110.9 96.5 119.8 102.8 101.6 102.5 103.1
Seasonally
adjusted
1981 1 98.4 89.3 96.4 89.7 99.5 91.0 93.5
2 104.3 88.6 88.2 90.8 97.1 92.1 93.1
3 107.4 89.9 102.4 93.0 98.2 93.2 93.1
4 113.1 88.4 101.3 93.7 98.3 84.4 92.9
1982 1 110.4 90.0 99.8 93.7 99.1 91.8 91.1
2 108.3 92.0 99.7 93.6 100.3 91.2 91.3
3 100.4 91.0 99.5 92.6 100.5 91.4 90.7
4 93.8 90.7 99.7 91.7 99.4 90.5 90.2
1983 1 98.8 93.3 104.1 94.6 99.9 92.7 92.7
2 104.8 1.4 106.8 93.1 98.8 93.3 92.8
3 105.4 95.3 108.9 95.0 103.1 95.0 93.6
4 110.0 95.4 109.9 96.8 101.8 97.6 95.6
1984 1 12.1 94.6 111.4 97.1 101.9 96.6 97.2
2 104.8 95.1 112.1 98.6 102.7 97.5 98.3
3 108.9 95.9 115.8 100.4 102.0 98.5 97.2
4 107.0 94.5 116.3 101.0 101.2 99.2 98.2
1985 1 1111 93.2 120.1 103.6 101.8 99.9 97.9
2 116.1 94.3 120.6 105.9 100.2 1007 97.6
3 115.8 94.0 118.3 103.6 100.5 102.8 100.0
4 112.6 95.8 117.2 103.1 101.8 102.6 99.8
1986 1 110.3 93.6 118.2 101.2 100.7 102.7 100.0
2 110.0 96.8 118.3 102.0 101.2 103.5 102.2
3 107.6 97.2 120.2 103.0 102.4 101.8 104.8
4 115.7 98.3 122.4 104.9 102.0 101.8 105.4
1885 J 109 93 120 108 102 99 98
F 109 92 120 103 102 99 98
M 115 85 120 104 102 102 98
A 115 94 122 106 100 101 97
M 117 95 118 106 100 101 98
J 116 94 121 106 100. 103 98
J 116 94 119 103 100 103 100
A 118 93 118 104 101 103 100
S 113 95 119 104 101 103 100
0 112 96 117 103 102 101 99
N 114 96 118 102 101 105 101
D 12 95 117 104 103 102 100
1986 J 11 95 119 101 99 102 100
F 110 92 118 101 102 104 100
M 110 93 116 102 101 102 100
A 109 97 118 100 101 U5 102
M 111 96 118 102 101 102 102
J 11 98 119 101 101 104 103
J 109 96 119 103 102 101 105
A 107 98 120 102 103 103 104
S 107 98 121 104 102 102 105
0 113 97 123 104 102 103 105
N 117 99 121 105 103 103 106
D 118 99 123 106 101 100 106
1987 J 110 88 117 104 102 100 105
% 3-month on
3-month #5757 =2.4 =198 2302 =01 ol P +0.6

change (2)

(1) Mainly building materials
(2) Average of November 1986 to January 1987 compared with the average of August to October 1986.



OUTPUT OF PRODUCTION AND CONSTRUCTION INDUSTRIES (1)

(1980=100)
. TABLE 3
Production and Construction Production industries Energy(2) Manufacturing 0i1 and gas
construction extraction
Division 1-5 Division 5 Division 1-4 Division 1 Division 2-4 Class 13
Weights
(parts per thousand 424 o) D3 361 85 266 44
of GDP(0))
1981 95.6 89.9 96.6 103.8 94.0 110.3
1982 97.4 91.6 98.4 110.0 94.2 125.6
1983 100.9 85.3 101.9 115.9 96.9 137.6
1984 102.5 98.6 103.2 110:1 100.7 147.1
1985 106.9 99.8 108. 1 120.1 103.8 150.3
1986 108.5 102.0 108.7 125,2 104.1 153.0
Seasonally adjusted
1981 1 94.7 92.4 95.1 101.8 92.17 107.3
2 94.9 89.5 95.8 103.3 93.2 108. 1
3 96.3 90.9 97.3 103.8 95.0 111.4
4 96.6 86.9 98.3 108.5 95.3 114.4
1982 1 96.0 89.1 g7.2 104.1 94.7 113.2
2 97.7 90.6 98.9 110.0 94.9 126.7
3 98.2 92.6 99.2 113.3 94.1 131.5
4 97.6 94.3 98.2 112.5 93.1 131.1
1983 1 99.3 93.7 100.3 112.8 95.8 131.2
2 99.3 92.1 100.6 115.0 95.4 132.8
3 102.0 97.7 102.8 117.6 97.5 141.9
4 103.1 97.8 104.0 118.0 98.9 144.5
1884 1 103.0 97.0 104.0 116.8 99.4 147.6
2 101.9 98.1 102.6 108.1 100.3 146. 1
3 102.1 100.5 102.4 105.3 101.4 143.7
4 103.0 98.7 103.7 108.4 101.7 151.1
1985 1 105.4 99.5 106.4 115.0 103.3 154.1
2 107.9 100.0 109.3 122.6 104.5 152.6
3 106.9 99.1 108.3 120.9 103.7 145.8
4 107.3 100.8 108.4 121.8 103.5 148.8
1986 1 107.4 98.2 109.0 127.2 102.5 185. 1
2 108.1 102. 1 108.2 125.3 103.5 151.9
3 109.5 103.4 110.6 127.5 104.6 158.6
4 108.0 104.2 109.8 120.6 106.0 146.3

(1) The long run series in column 3-5 are consistent with Table 1.
(2) Includes water supply.

\



NOTES TO EDITORS

«le ndex numbers of output of the production and construction industries in this Press Notice are on the base 1980 = 100
and cl fied to the 1980 revision to the Standard Industrial Classification (SIC). These industries account for 42 per cent
of gross domestic product; production industries alone accounts for 36 per cent. The index numbers were first published in this
form in September 1983. The monthly index for the production industries covers only the energy (and water supply) Division I
of the SIC, and manufacturing industries, Divisions 2 to 4 of the SIC. An 1index of production and construction broadly
equivalent to the previously published "all industries” index of production" is available only quarterly. These changes were
described in advance in March 1983 Economic Trends. A further article describing the effects of rebasing appeared in October
1983 Economic Trends.

2. The purpose of the index numbers is to measure changes in net output or value added (that is total outputs less total inputs)
at constant (1980) prices. Conceptually, this should be estimated as the difference between outputs and inputs, each valued at
the appropriate prices of the base year. However , this approach, known as double deflation, is difficult to apply reliably since
it requires a great deal of information. In practice, movements in net output at constant prices are generally estimated by
movements in gross output at constant prices. This yields satisfactory estimates, provided the ratio of gross to net output
remains largely unchanged, as will generally be the case in the short-term. Further discussion of the concepts of measurement may
be found in "Sources and Methods, Studies in Official Statisties No 37" (HMSO, 1985).

3. The index of production is a weighted average of 330 separate indicators, each of which describes the activity of a small
sector of industry. These indicators are obtained monthly where possible but for a number of sectors, representing 17 1/2 per
cent of activity, only quarterly data are available. Two Occasional Papers, one describing the weights and indicators and the
other the sources used in compiling the index, are available.

4. Many of the basic series used to construct the index of production measure either final production or deliveries. Neither
type of series takes account of changes in work in progress and series based on deliveries do not take account of changes in
stocks of finished goods. All of the index numbers in this Press Notice have been adjusted where necessary, for estimated

changes in stocks. An Occasional Paper describing these calculations is available.

Se More detailed tables on the index of production are published regularly in "British Business" and the '"Monthly Digest of
Statistics".

6. Estimates of the output of the construction industry are compatible with those published by the Department of the Environment
which are available only quarterly, one month in arrears of the corresponding quarters” estimates for the output of production
industries. The aggregate index numbers no longer make use of preliminary estimates for the construction industry based, in
advance of receipt of regular returns from the industry, on broad indicators of activity; they are thus delayed by one month
but are better founded.

7. The index numbers in this Press Notice are all seasonally adjusted, to remove annually recurring month-to-month variations
owing for example, to the incidence of holidays and other regular seasonal patterns of behaviour. The adjustments can only be
derived from analysis of past data and may not be completely appropriate when holiday patterns change sharply. Unadjusted data
may be obtained from CSO.

8. Estimates for the latest few months are always based on partial information and should be regarded as provisional and subject
to revision as more complete data become available. During the 1lifetime of the 1975-based index, the average revision
(regardless of sign) to the all-industries index for the latest month was one half of 1 per cent. It is recommended that, to
obtain an assessment of short-term change, attention should be directed to the three-month-on-three month changes. The average
revision to this latter measure was one quarter of a percentage point over the same period. An Occasional Paper 1is available
from CSO describing the effects of revisions.

9. Occasional Papers (price £2.50 each) and off-prints of Economic Trends articles (price £1.50 each) are available from the
Central Statistical Office.

10. Bias adjustments for the index of manufacturing output

In an attempt to allow for understatement in the provisional figures, an improved system of adjustments to manufacturing output
was introduced in January last year. Some detail was included in note 12 of Notes to Editors in the January 1986 Press Notice and
a fuller note on the methodology of the adjustment procedure is available on request from the CSO. The adjustment procedure makes
use of smoothed monthly CBI figures on expectations of growth in output. The bias adjustments included in the manufacturing
figures this month are:

1986 1987
August September October November December January

- +0.1 +0.1 +0.2 +0.3 +0.6
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - FEBRUARY 1987

The provisional index of the output of the production industries for February 1987 will
be published at 11.30 am tomorrow, Tuesday 14 April. A copy of the Press Notice is
attached.

Latest figures

The February 1987 index of the output of the production industries - energy and
manufacturing - is provisionally estimated at 112.6 (1980=100, seasonally adjusted), an
increase of 13 per cent on January. For manufacturing the index was 107.6, an
increase of 2 per cent on January (see also paragraph on bias adjustment below).

In the three months to February 1987 the output of the production industries was
cent higher than in the previnis three months, with manufacturing outpul also
cent higher. Some industry detail is given in the attached Table A.

per
per

Nll—‘\,h_.

Assessment

Manufacturing output reached a temporary peak in the second quarter of 1985 and then
declined 2 per cent by the first quarter of 1986. However, during the remainder of
1986, output more than recovered this lost ground, and in the fourth quarter was nearly
3 per cent higher than in the second quarter of 1985 and also 23 per cent higher than in
the third quarter of 1986. The provisional figure for February 1987 suggests a level of
output broadly unchanged from the fourth quarter, folluwing the decline recorded in
January, which it is thought, largely reflected the effect of severe weather.

Trends in the energy sector are difficult to determine, due particularly to short-term
movements in oil extraction caused by seasonal maintenance work and, at the end of
last year, by reduced production due to a pipeline leak. Output in the last quarter of
1986 showed some decline but output was high in both January reflecting the high
demand for energy during the severe weather together with the repairing of the oil
pipeline, and February.

The underlying output of all production industries in the second half of 1985 was
approximately 1 per cent below the level reached in the first half, but since then
underlying output has increased steadily - mainly reflecting the improvement in
manufacturing output. Published figures were little changed between the third and
fourth quarters of 1986, a reduction in eneryy vutput (mainly lower oil extraction) being
offset by an increase in manufacturing. In January 1987 this pattern was reversed due
to the effect of the severe weather, but the published index for production industries
for February recorded a further increase as manufacturing output recovered.



Bias adjustment for manufacturing output

In line with revised procedures introduced in January last year, figures of manufacturing
output for the latest six months include adjustments to try to allow for underestimation
in the provisional estimates (see also Note 10 of Notes to Editors of Press Notice).

Revisions
There have been upward revisions to the index of production of about 1 per cent in the
fourth quarter of 1986 and in January 1987; for manufacturing industries there have

been upward revisions of about 15 per cent in the same periods.

Figures for March 1987

Figures for March 1987 are scheduled for publication on Tuesday 19 May.

FPf D C K Stirling
13 April 1987

Central Statistical Office
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. Copy No.

++ PERSONAL AND CONFIDENTIAL until release of Press Notice at 11.30 am on April 14 and thereafter unclassified ++

Index of output of the production industries 1980=100

SUMMARY Total Energy and Total Metals Other Chemicals Engineering Food, drink Textiles, Other
production water supply manufacturing minerals and and man-made and allied and tobacco footwear, manufacturing
industries industries mineral fibres industries clothing and

products leather

1985 108. 1 120.1 103.8 113.9 94.3 118.0 104.0 101.1 101.9 98.8

1986 110.0 125.2 104.6 11120 96.8 120.2 103.2 102.0 103.2 103.6

1985 3 108.2 120.9 103.6 115.8 94.0 118.3 103.3 100.5 102.8 100.0

4 108.4 121.8 103.6 112.6 95.8 117.2 103.2 101.7 103.3 99.9

1986 1 108.1 1272 102.8 110.3 93.3 118.0 101.5 100.7 102.8 100.0

2 109.3 125.3 103.5 110.0 96.1 118.1 102.1 101.4 103.6 102.2

3 110.8 127.5 104.8 107.6 97.3 120.1 103.3 102.7 101.9 104.9

4 110.8 120.7 107.4 115.9 100.3 124.6 105.7 103.3 104.7 107.3
1986 D 110.5 112.9 107.9 118 101 125 107 103 103 108
1987 J 110.8 126.1 105.3 107 90 123 105 102 104 106

F 112.6 126.4 107.6 112 97 126 106 104 105 108

Percentage change latest 3 months on:
previous 3 months

+0.3 +0.1 +0.4 =0.1 =30 *1:2 +0.8 -0.3 0.7 +0.9
a year earlier
*2.6 - +3.8 +1.3 +2.4 +5.4 +3.5 #1.5 +0.8 +7.6
1st quarter 1981(a)
#17.0 +21.3 +15.4 +12.9 +7.8 +29.4 +11.8 *3.2 +13.9 +14.8
1st half 1979(b)
+4.1 +24.8 27 -14.0 -10..7 +14.9 -3.6 +2.8 -13.5 -3.4
DETAILED Coal and Extraction Mineral oil Other energy Metals Other Chemicals Man-made Metal goods
ANALYSIS coke of mineral processing and water minerals and fibres not
oil and supply mineral elsewhere
natural gas products specified
1988 67.2 150.3 98.6 105.8 113.89 94.3 120.4 74.2 99.2
1986 7852 153.0 99.9 1116 111.0 96.8 121.7 68.2 96.7
1985 3 80.5 145.8 98.1 108.6 115.8 94.0 119.5 76.0 89.9
4 81.2 148.8 98.4 106.6 112.6 95.8 118.5 73.0 98.4
1986 1 80.2 155.1 95.6 115.2 110.3 93.3 119.3 74.2 96.4
2 79.4 151.9 103.1 113.0 110.0 96. 1 119 5 A9 5 Q7.2
3 78.3 158.6 101.0 110.8 107.6 97.3 121.8 66.4 97.2
4 79.2 146.5 99.7 107.3 115.9 100.3 126.4 62.9 96.0
1986 D 78 140 103 108 118 101 127 60 97
1987 J 75 154 99 115 107 0 125 63 95
F 76 157 96 112 12 97 128 65 98
Percentage change latest 3 months on:
previous 3 months
-3.5 0.2 120 1T =01 =378 +1.2 =2(2 +0.6
a year earlier
-4 .8 +0 7 +4.1 -0.3 +1.3 +2.4 +5.7 -13.8 =0.5
ist quarter 1981(a)
-21.4 +39.9 +3.2 +15.5 +12.9 +7.8 +31.0 -30.1 +9.1
1st half 1979(b)
=-18.1 +59.3 =E +6.6 -14.0 10,7 +17.5 -54.3 =214
DETAILED Mechanical Electrical Motor Other Food Drink and Textiles Clothing, Paper, A1l other
ANALYSIS engineering and vehicles and transport tobacco footwear and printing and manufacturing
continued instrument parts equ ipmert leather publishing
engineering
1985 92.4 130.8 86.3 94.7 103.9 95. 1 98.3 105.0 98.1 99.7
1986 92.5 130.9 82.8 93.9 105.2 95.5 99.1 106.8 102.3 105.1
1885 3 90.5 128.3 89.0 93.4 104.0 93.4 99.4 105.7 98.7 101.4
4 94.0 129.4 81.7 93.0 104.5 95.9 99.6 106.4 99.2 100.6
1986 1 93.2 125.5 80.7 93.7 103.8 94.3 98.7 106.5 99.1 101.0
2 93.3 126.6 82.5 93.0 103.8 96.2 99.6 107.0 101.5 103. 1
3 92.2 132.5 81.0 93.9 106. 1 95.7 97.4 105.7 102.6 107.5
4 91.5 138.9 87.1 95.0 107.0 95.7 100.6 108.2 106.0 108.9
1986 D 91 141 90 85 107 95 100 105 107 109
1987 J 91 139 82 94 106 93 102 105 104 107
E 91 141 84 94 108 94 101 107 107 110
Percentage change latest 3 months on:
previous 3 months
-1.2 +2.6 +1.2 0.1 +0.5 -2.4 +1.4 2.5 +1.5 +0.2
2 year earlier
=2:9 +10.6 +4.1 * 4 ¥2:5 =0:7 +2.4 *0.5 +7.1 +8.2
ist quarter 1981(a)
%4531 +51.7 +11.6 -10.4 +8.4 =734 b 1) 7 +15.6 +11.:8 +18.4
ist half 1979(b)
=17 .4 +35.9 -30.4 +0.7 +7.4 6.5 =18.9 =8.5 =0,7. ~6..2

(a) Last trough for production industries (b) Last peak for production industries
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - FEBRUARY 1987

This will be published at 11.30am on Tuesday 14 April.

Zs The index of production rose by 0.3 per cent in the three months to February compared

with the previous three months, by 2.6 per cent compared with the same period a year

earlier and by 1.6 per cent between January and February.

3 Manufacturing output rose by 0.4 per cent in the three months to January compared

with the previous three months, by 3.8 per cent compared with the same period a year

earlier and by 2.2 per cent between January and February.

4, Recent movements

percentage changes Latest 3 Latest 3 February Latest 3 Latest 3 Latest 3
months on months on on months on months on months on
previous 3 same period January 198302 198101 1979YH]1

months year earlier , trough

Index of Production +0.3 +2.6 +1.6 +10.6 +17+0 +4.1

within which:

Manufacturing +0.4 +3.8 +2.2 +12.1 +15.4 2.7
Energy and Water +0 o) 0.0 +0.2 +7.4 +21.3 +24.8
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}>{\\ 5. Manufacturing output has been revised upwards by 1.4 index points in 198604 and in

January 1987, with the result that output grew by 3 per cent between the two halves of 1986
and by 2% per cent between the third and fourth quarters. Further growth, however, has not
yet appeared in the figures for 1987. Although the low January index is thought to have

been weather affected, the February index is little changed from the Q4 figure.

6. Energy sector trends are difficult to determine, with short term movements in oil
extraction caused by seasonal maintenance work, and reduced production at the end of 1986
due to a pipeline leak. Output in 1986Q4 showed some decline but was high in January,
reflecting the high demand for energy during the severe weather together with the repairing

of the oil pipeline, and also in February.

i Since 1985H2 underlying output of all production industries has increased steadily,
mainly reflecting the improvement in manufacturing output. The upward revisions to
manufacturing output led to a 1.1 upward revision in the index of production, and as a result
the published figures were little changed between 198603 and Q4, with a reduction in energy
output (mainly lower oil extraction) being offset by an increase in manufacturing. In
January this pattern was reversed due to the effect of the severe weather, but the published
index for production industries for February recorded a further increase as manufacturing

output recovered.
8. The revisions the index of production currently stands, both on a monthly and on a

three monthly basis, at its highest ever level. Manufacturing output in February was

2 per cent, and in the three months to February 2.7 per cent, below its 1979H1 level.

oty

R D KERLEY



% €SO

k. INFORMATION SERVICE y
" i
CENTRAL STATISTICAL OFFICE

GREAT GEORGE STREET PRESS CALLS ONLY 01-270 6357
LONDON (AFTER 1800 HRS  01—270 3000
\ SW1P 3AQ OTHER ENQUIRIES 01-270 6363/6364 -
COPY N01
Cs0(87)34
PERSCMAL AND CONFIDENTIAL until release 14 April 1987

of Press ?;Jtiie a‘.\l.SO pd“n. OE‘....‘.&...‘.&.J.m.....m.

and thereafter unclassified
INDEX OF OQUTPUT OF THE PRODUCTION INDUSTRIES - FEBRUARY 1987

Output of the production industries in the three months to February 1987 is provisionally
estimated to have increased by 3 per cent from the level of the previous three months;

manufacturing output also rose by 3 per cent.

Output of production industries (to February 1987)

The February index of the output of the production industries - energy and manu-
facturing - is provisionally estimated at 112.6 (1980=100, seasonally adjusted). In the three
months to February 1987, production industries' output was ;3 per cent higher than in the
previous three months and 23 per cent higher than in the same period a year earlier.

Manufacturing output in the latest three months was 3 per cent higher than in the
previous three months and 4 per cent higher than in the same period a year earlier (see alsn
note 10 of Notes to Editors). Within manufacturing, the output of the chemicals industry, of
engineering and allied industries and of "other manufacturing" industries all increased by 1 per
cent between the two latest three-month periods. The output of textiles and clothing,
however, fell by 1 per cent and that of other minerals by 3 per cent. There was little change

in the output of the metals and food, drink and tobacco industries.

The output of the energy sector in the latest three months was little changed from that

both in the previous three months and in the same period a year earlier.

By market sector, the output of the investment goods industries increased by 1 per cent
between the two latest three-month periods and that of the intermediate goods industries by 3

per cent; the output of the consumer goods industries fell by 3 per cent.

prepared by the Government Statistical Service
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The output of the production industries in the three months to February 1987 was 17 per
cent higher than at its trough in the first quarter of 1981; manufacturing output was 153 per

cent higher.

Output of production and construction industries (to Q4_1986)

Output of the construction industry in the fourth quarter of 1986 is estimated to have
been 1 per cent higher than in the previous quarter. Output of the production and
construction industries in the fourth quarter was little changed from that in the previous

quarter, but 16 per cent above the trough in the first quarter of 1981.
Revisions
The index of production has been revised upwards by about 1 per cent in the fourth quarter of

1986 and in January 1987; the index of manufacturing output has been revised upwards by

about 13 per cent in the same periods.
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. OUTPUT OF THE PRODUCTION INDUSTRIES(1)

(1980=100)
TABLE 1
Broad industry groups Market sectors
Production industries Energy(2) Manufacturing Consumer Investment Intermediate
goods goods goods
Division 1-4 Division 1 Division 2-4
Weights 1000 264 736 245 243 512
1981 96.6 103.8 94.0 96.4 91.3 9g.2
1982 98.4 110.0 94.2 95.8 92.4 102.3
1983 101.9 115.9 96.9 98.8 92.9 107.8
1984 103.2 110.1 100.7 101.6 97.1 106.8
1985 108. 1 120.1 103.8 103.6 103. 14 112.6
1986 110.0% 125.2 104.6% 105.5+% 101.8 115.9%
Seasonally
adjusted
1981 1 95.1 101.8 92.7 96.0 89.9 97.1
2 95.8 103.3 83.2 95.5 90.6 98.4
3 97.3 103.8 95.0 97.4 91.9 99.6
4 98.3 108.5 95.3 96.7 92.9 101.7
1982 1 g7.2 104.1 94.7 96.1 92.8 99.8
2 98.9 110.0 94.9 95.8 93.7 102.9
3 - 99.2 113.3 94.1 95.9 92.3 103.8
4 98.2 112.5 93.1 95.6 90.7 102.8
1983 1 100.3 112.8 95.8 97.6 93.5 104.8
2 100.6 115.0 95.4 97.4 90.8 106.7
3 102.8 117.6 97.5 100.0 92.8 109.0
4 104.0 118.0 98.9 100. 4 94.5 110.1
1984 1 104.0 116.8 99.4 100.5 94.3 110.2
2 102.6 108. 1 100.3 101.7 96.4 106. 1
3 102.4 105.3 101.4 102.4 97.9 104.6
4 103.7 109. 4 101.7 102.0 99.6 106. 4
1985 1 106. 4 115.0 103.3 103.4 102.1 109.8
2 109.3 122.6 104.5 103.2 105.3 114.1
3 108.21 120.9 103.61 104. 1 102. 1t 113.0
4 108.4 121.8 103.6 103.8 102.7 113.4
1986 1 109. 1 127.2 102.6 103.0 101.6 115.4
2 108.3 125.3 103.5 104.6 100.7 115.3%
8 110.8 127.5 104.8 106.0 101.5 117:2
4 110.9 120.7¢ 107.4 108.3 103.4 115.7
1985 F 105.8 113.4 108.1 108. 1 101.6 108.9
M 107.4 116.7 104.0 104.0 103. 1 110.8
A 109.0 122.2 104.2 102.8 104.9 113.9
M 109.8 124.8 104.4 102.9 105.7 115.1
A 109.0 120.8 104.8 104.0 105.4 113.3
J 107.6% 119.3 103. 4+ 103.6 102.01 112.1
A 108. 1 120.0 103.8 104. 4% 102.0 112.8
S 108.9 123.5 103.6 104.3 102.3 114.1
0 108.6 123.0 103.4 102.8 103.2 113.9
N 109.5 126.3 103.5 104.3 101.7 115.9
D 107.2 116.2 104.0 104.4 103.3 110.5
1986 J 108.3 124.6 102.4 102.1 101.5 114.2
F 109.8 129.7 102.7 103.7 101.4 116.7
M 109.2 127.4 102.6 103.3 101.8 115.2%
A 110.9 130.1 104.0 104.9 101.3 118.0
M 108.2 126.0 103.2 104.1 100.6 115.5
d 107.7 119.8 103. 4 104.7 100.3 112.5
J 110.4 126.2 ":104.7 105.5 101.7 116.5
A 11.2 130.2 104.4 106.4 100.5 118.5
S 110.7 126.0 105.2 106.2 102.2 116.7
0 111.0 122.6 106.8 107.4 103.3 116.4
N 1.2 121.6t 107.5 109.6 103.0 115.9
D 110.5 117.9 107.9 108.0 103.8 114.8
1987 J 110.8 126.1 105.3 106.4 103. 1 116.6
F 112.6 126.4 107.6 107.9 104.3 118.6
% 3-month on
3-month +0.3 +0.1 +0.4 ~0.3 10.9 +0.3
change (3)

(1) Output index numbers include adjustments, as necessary, to compensate for the use of sales indicators (see Notes to Editors).
(?) Includes water supply.
(3) Average of December 1986 to February 1987 compared with the average of September to November 1986.

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



‘ OUTP.UT OF MANUFACTURING INDUSTRIES

(1980=100)
TABLE 2
Metals Other minerals Chemicals and Engineering and Food, drink Textiles, clothing Other
and mineral man-made fibres allied industries and tobacco footwear and leather manufacturing
products(1)
Class 21-22 Class 23-24 Class 25-26 Class 31-37 Class 41-42 Class 43-45 Class 46-49

Weights 25 41 68 325 99 52 126
1981 106.0 89.0 99.6 91.8 98.3 92.7 93.2
1982 103.2 90.9 99.7 92.9 99.8 91.2 90.8
1983 104.7 3.9 107.4 94.9 100.9 4.6 93.7
1984 108.2 95.0 113.9 98.3 101.9 97.9 97.7
1985 113.9 94.3 119.0 104. 01 101.1 101.9% 98.8
1986 11.0t 96.81 120. 21 108.2 102.0t 103.2 103. 6
Seasonally
adjusted
1981 1 99.4 89.3 96.4 89.7 99.5 91.0 93.5

2 104.3 88.6 98.2 90.8 () S2.1 93.1

3 107.4 89.9 102.4 93.0 98.2 83.2 93.1

4 118.1 88.4 101.3 983.7 98.3 94.4 92.8
1982 1 110.4 90.0 99.8 83.7 99.1 91.8 91.1

2 108.3 92.0 93.7 83.6 100.3 91.2 g91.3

3 100.4 91.0 99.5 92.6 100.5 91.4 90.7

4 93.8 90.7 99.7 91.7 99.4 90.5 80.2
1983 1 98.8 83.3 104.1 94.6 99.9 92.7 92.7

2 104.8 91.4 106.8 93.1 98.8 93.3 92.8

3 105.4 95.3 108.9 85.0 103. 1 95.0 93.6

4 110.0 95.4 109.9 96.8 101.8 97.6 95.6
1984 1 1120 94.6 111.4 97,71 101.8 96.6 97.2

2 104.8 95.1 112451 98.6 102.7 97.5 98.3

3 108.9 95.9 115.8 100.4 102.0 88.5 g97.2

4 107.0 94.5 116.3 101.0 101.2 99.2 98.2
1985 1 110 93.2 120.1 103.6 101.8 99.9 87.9

2 116.1 94.3 120.6 105.9 100.2 101.7 97.6

3 115.8 94.0 118.3 103. 3t 100.5 102.8 100.0

4 112.8 95.8 117.2 103.2 101. 7% 103. 3t 99.9t
1986 1 110.3 93.3% 118.0% 101.5 100.7 102.8 100.0

2 110.0 96.1 118.1 102. 1 101.4 103.6 102.2

3 107.6 g87.3 120.1 103.3 102.7 101.8 104.9

4 115.9t 100.3 124.6 105.7 103.3 104.7 107.3
1985 F 108 92 120 108 102 99 98

M 115 95 120 104 102 102 98

A 115 94 122 106 100 101 97

M 17 95 18 106 100 101 98

J 116 g4 121 106 100 103 98

J 116 94 119 103 100 103 100

A ii8 93 118 104 101 103 100

S 113 95 119 103t 101 103 100

0 112 96 117 103 102 102t 99

N 114 96 118 102 101 £iEk106 101

D 112 95 17 104 103 102 100
1986 J 1M1 95 118 101 99 102 100

F 110 - 92 118 101 102 104 100

M 110 93 116 102 101 102 100

A 108 96t 118 103 102+ 105 102

M 1 95 118 102 101 102 102

J m 97 119 101 101 104 103

J 109 96 119 103 103 101 105

A 107 98 120 102 103 103 104

S 107 98 121 104 102 102 105

0 113 99 126t 105 103 105 1071

N 117 101 123 106 104 107 108

D 118 101 125 107 103 103 108
1987 J 107t 90 123 105 102 104 106

F 112 97 126 106 104 105 109
% 3-month on
3-month =g. 4 -3.0 +1.2 +0.8 -0.3 -0.7 +0.9
change (2)

(1) Mainly building materials
(2) Average of December 1986 to February 1987 compared with the average of September to November 1986.

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



OUTPUT OF PRODUCTION AND CONSTRUCTION INDUSTRIES (1)

(1980=100)
TABLE 3
Production and Construction Production industries Energy(2) Manufacturing 0i1 and gas
construction extraction
Division 1-5 Division 5 Division 1-4 Division 1 Division 2-4 Class 13
Weights
(parts per thousand 424 63 361 95 266 44
of GDP(0))
1981 95.6 89.9 96.6 103.8 94.0 110.3
1982 97.4 91.6 98.4 110.0 94.2 125.6
1983 100.9 95.3 101.9 115.8 96.9 137.6
1984 102.5 98.6 103.2 110.1 100.7 147.1
1985 106. 8+ 93.8 108. 1 120.1 103.8 150.3
1986 108.8 102.0 110.0% 125.2 104.6% 153.0
Seasonally adjusted
1981 1 94.7 92.4 95.1 101.8 92.7 107.3
2 94.9 89.5 95.8 103.3 93.2 108.1
3 96.3 90.9 97.3 103.8 95.0 11.4
4 96.6 86.9 98.3 106.5 85.3 114.4
1982 1 96.0 89.1 97.2 104.1 94.7 113.2
2 97.7 90.6 98.9 110.0 94.9 128.7
3 98.2 92.6 99.2 113.3 94.1 131.5
4 97.6 94.3 98.2 112.5 83.1 131.1
1983 1 99.3 93.7 100.3 112.8 95.8 131.2
2 99.3 92.1 100.6 115.0 5.4 132.8
3 102.0 Q7.7 102.8 117.6 87.5 141.9
4 103. 1 97.8 104.0 118.0 98.9 144.5
1984 1 103.0 97.0 104.0 116.8 99.4 147.6
2 101.9 98.1 102.6 109.1 100.3 146. 1
3 102.1 100.5 102.4 105.3 101.4 143.7
4 103.0 98.7 103.7 109.4 0¥ 15121
1985 1 105.4 99.5 106.4 115.0 103.3 154.1
2 107.8 100.0 109.3 122.6 104.5 152.5
3 106.81 99.1 108. 21 120.9 103.6t 145.8
4 107.3 100.8 108.4 121.8 103.6 148.8
1986 1 107:5 98.2 109.1 1272 102.6 185.:1
2 108.2 162 .51 109.3 125.3 103.5 151.9
3 108.7 103.4 110.8 127.8 104.8 158.6
4 109.9 104.2 110.9 120.7¢ 107.4 146.5t

(1) The long run series in column 3-5 are consistent with Table 1.
(2) Includes water supply.

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



NOTES TO EDITORS

1. The index numbers of output of the production and construction industries in this Press Notice are on the base 1980 = 100
and classified to the 1980 revision to the Standard Industrial Classification (SIC). These industries account for 42 per cent
of gross domestic product; production industries alone accounts for 36 per cent. The index numbers were first published in this
form in September 1983. The monthly index for the production industries covers only the energy (and water supply) Division 1
of the SIC, and manufacturing industries, Divisions 2 to 4 of the SIC. An index of production and construction broadly
equivalent to the previously published "all industries” index of production" is available only quarterly. These changes were
described in advance in March 1983 Economic Trends. A further article describing the effects of rebasing appeared in October

© 1983 Economic Trends.

2. The purpose of the index numbers is to measure changes in net output or value added (that is total outputs less total inputs)
at constant (1980) prices. Conceptually, this should be estimated as the difference between outputs and inputs, each valued at
the appropriate prices of the base year. However , this approach, known as double deflation, is difficult to apply reliably since
it requires a great deal of information. In practice, movements in net output at constant prices are generally estimated by
movements in gross output at constant prices. This yields satisfactory estimates, provided the ratio of gross to net output
remains largely unchanged, as will generally be the case in the short-term. Further discussion of the concepts of measurement may
be found in "Sources and Methods, Studies in Official Statistics No 37" (HMSO, 1985).

3. The index of production is a weighted average of 330 separate indicators, each of which describes the activity of a small
sector of industry. These indicators are obtained monthly where possible but for a number of sectors, representing 17 1/2 per
cent of activity, only quarterly data are available. Two Occasional Papers, one describing the weights and indicators and the
other the sources used in compiling the index, are available.

4e Many of the basic series used to construct the index of production measure either final production or deliveries. Neither
type of series takes account of changes in work in progress and series based on deliveries do not take account of changes in
stocks of finished goods. All of the index numbers in this Press Notice have been adjusted where necessary, for estimated
changes in stocks. An Occasional Paper describing these calculatlons is available.

5. More detailed tables on the index of production are published regularly in "British Business" and the '"Monthly Digest of
Statistics".

6. Estimates of the output of the construction industry are compatible with those published by the Department of the Environment
which are available only quarterly, one month in arrears of the corresponding quarters” estimates for the output of production
industries. The aggregate index numbers no longer make use of preliminary estimates for the construction industry based, in
advance of receipt of regular returns from the industry, on broad indicators of activity; they are thus delayed by one month
but are better founded.

7. The index numbers in this Press Notice are all seasonally adjusted, to remove annually recurring month-to-month variations
owing for example, to the incidence of holidays and other regular seasonal patterns of behaviour. The adjustments can only be
derived from analysis of past data and may not be completely appropriate when holiday patterns change sharply. Unadjusted data
may be obtained from CSO.

8. Estimates for the latest few months are always based on partial information and should be regarded as provisional and subject
to revision as more complete data become available. During the lifetime of the 1975-based index, the average revision
(regardless of sign) to the all-industries index for the latest month was one half of 1 per cent. It is recommended that, to
obtain an assessment of short-term change, attention should be directed to the three-month-on-three month changes. The average
revision to this latter measure was one quarter of a percentage point over the same period. An Occasional Paper 1is available
from CSO describing the effects of revisions.

9. Occasional Papers (price £2.50 each) and off-prints of Economic Trends articles (price £1.50 each) are available from the
Central Statistical Office.

10. Bias adjustments for the index of manufacturing output

In an attempt to allow for understatement in the provisional figures, an improved system of adjustments to manufacturing output
was introduced in January last year. Some detail was included in note 12 of Notes to Editors in the January 1986 Press Notice and
a fuller note on the methodology of the adjustment procedure is available on request from the CSO. The adjustment procedure makes
use of smoothed monthly CBI figures on expectations of growth in output. The bias adjustments, which are additive, included in
the manufacturing figures this month are:

R
- 1986 1987
September October November December January February
o= +0.1 +0.2 +0.4 +0.4 +0.8



RH12.44 RESTRICTED

&

FROM: A P HUDSON
E: 15 April 1987

MR KERLEY cc Chief Secretary
Financial Secretary
Economic Secretary
Minister of State
Sir P Middleton
Sir T Burns
Mr Cassell
Mr Monck
Mr Burgner
Mr Scholar
Mr Sedgwick
Mr Culpin
Mr Gray
Miss O'Mara
Mr S J Davies
Mr Pickford
Mr Naisbitt
Mr Patterson
Mr Dyer
Mr Cropper
Mr Ross Goobey
Mr Tyrie
Mr Stirling - CSO
Mr Kingaby - CSO
Mr Lang - CSO

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - FEBRUARY 1987
The Chancellor has seen your 13 April minute.

28 He has asked whether the revision to manufacturing output
which you mention in paragraph 5 is likely to feed through to a GDP

revision.

3. In future, he would like a graph always to be included in this
note, since it enables the position to be assessed much more

clearly.

4. Has there been any change in the estimate of when
manufacturing output will get back to its level when the Government

took office? s

A P HUDSON
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES — FEBRUARY 1987

You asked two questions following Mr Kerley's minute of 15 April.

2. On the first question, the CSO have raised their estimate for 1986 Qk
GDP by 0.3% on the output measure, and 0.1% on the average measure. For
1986 as a whole GDP growth is now 2.9% (previously 2.8%) on the output measure
and remains at 2.6% on the average measure. Over the year to 1986 Q4 GDP
rose by 3.5% on the output measure, and 3.4% on the average measure. The
revised GDP figures will appear in the article on the National Accounts that
is due to appear in the April issue of Ecomomic Trends, and are for public

use now.

3 On the second question, when manufacturing output is 1llkely to get
back to its level when the Government took office, T feel very uncertain.
The various measures taken by the CSO and BSO to correct the problem of bias
in the monthly manufacturing output series have been found wanting the first

time they have been tested by a period of sharply rising output. Given the



N 3

N

. nature of the revisions seen in the last two months there must be a significant

chance of some further upward revision to the fourth quarter figures, and
to the figures for the first two months of this year. If there are no such
revisions to the recent past it seems likely that manufacturing output will
reach its 1979 HI average level during the second half of this year. But
it is more probable that the current level of output is higher than the
published figures suggest, and in that case the 1979 HI average could well
be reached by the end of the first half of this year. There is of course,
quite a bit further to go to reach the strike-distorted 1979 Q2 level, which
was 2%% higher than the 1979 H1 average.

90

S J DAVIES
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FROM: N G FRAY
DATE: 22 April 1987

MR S J DAVIES

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - FEBRUARY 1987

The Chancellor has seen and was grateful for
16 April.

your minute of

/

ol
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PERSONAL AND CONFIDENTIAL
until 11.30am 19 May 1987
then RESTRICTED
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FROM: R D KERLEY
DATE: 18 May 1987

cc Chief Secretary Mr Pickford
Financial Secretary Mr Naisbitt
Economic Secretary Mr Dyer (+1
\ Minister of State for No 10)
| Sir Peter Middleton Mr Tyrie
| Sir Terence Burns Mr Stirling -
/ Mr Cassell CSsO
/  Mr Monck Mr Kingaby -
/4 Mr Burgner CsO
/‘/ Mr Scholar Mr Lang - CSO
' Mr Sedgwick HB/02
Mr Culpin
Mr S J Davies
Mr Gray

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - MARCH AND

FIRST QUARTER 1987

This will be published at 11.30am on Tuesday 19 May.

2. The index of production rose by 1.4 per cent in 1987Q1 compared with the previous

quarter, by 2.8 per cent compared with the same period a year earlier and by 0.4 per cent

betwecen February and March.

S Manufacturing output fell by 0.1 per cent in 1987Q1 compared with the previous

quarter, but rose 4.3 per cent compared with the same period a year earlier and by

0.3 per cent between February and March.

4, Recent movements

percentage changes

Index of Production

within which:

Manufacturing

Energy and Water

Latest 3
months on
previous 3

months

+1.4

-0.1
+5.0

Latest 3 March
months on on
same period February

year earlier

+2.8 +0.4
+4.3 +0.3
-0.3 +0.6



PERSONAL AND CONFIDENTIAL
until 11.30am 19 May 1987
then RESTRICTED

5. Manufacturing output reached a temporary peak in the second quarter of 1985 and
then declined 2 per cent by the first quarter of 1986. However, output had recovered this
lost ground by the third quarter of 1986 and then showed further significant growth into the
fourth quarter, rising by a further 2 per cent. Although the first quarter of 1987 was
marginally lower, this largely reflects the severe weather in January and the provisional

figures for February and March suggest continued growth.

6. Energy sector output in 1986Q4 showed a decline of over 5 per cent from the
third quarter, due particularly to reduced oil extraction after a pipeline leak, but recovered

in 1987Q1 to the average level for 1986Q1-Q3.

T Since 1985H2 underlying output of all production industries has increased steadily,
mainly reflecting the improvement in manufacturing output. Published figures were little
changed between 1986Q3 and Q4, with a reduction in energy output (mainly lower oil
extraction) being offset by an increase in manufacturing. In 1987Q1 output increased again

reflecting the recovery in the energy sector.

8. New figures for manufacturing productivity and unit wage costs will be released by DE

to coincide with the publication of the index of production. In the first quarter of 1987
output per head in manufacturing was 6.6 per cent higher, and unit wage costs were

1.2 per cent higher, than in 1986Q1.

9. The CSO have specifically asked us to point out that during the election period they
will not normally meet requests from the public or press for advice or analysis of statistics,

although factual answers to specific questions may be given.

Qe

R D KERLEY
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MANUFACTURING OUTPUT
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PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 19 MAY 1987

JO584

COPY NO Q/

MR D NORGROVE
Prime Minister's Office

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - MARCH 1987

The provisional index of the output of the production industries for March 1987 will be
published at 11.30 am tomorrow, Tuesday 19 May. A copy of the Press Notice is attached.

Latest figures

The March 1987 index of the output of the production industries - energy and manufacturing -
is provisionally estimated at 113.1 (1980=100, seasonally adjusted), an increase of 3 per cent
on February. For manufacturing the index was 107.9, an increase of 3 per cent on February

(see also paragraph on bias adjustment below).

In the first quarter of 1987 the output of the production industries was 13 per cent higher
than in the previous quarter, with manufacturing output little changed. Some industry detail
is given in the attached Table A.

Assessment

Manufacturing output reached a temporary peak in the second quarter of 1985 and then
declined 2 per cent by the first quarter of 1986. However, output had recovered this lost
ground, by the third quarter of 1986 and then showed further significant growth into the
fourth quarter. In the fourth quarter output was 2 per cent higher than in the third quarter
and 2% per cent higher than in the second quarter of 1985. Although the first quarter of 1987
was marginally lower, this largely reflects the severe weather in January and the provisional
figures for February and March suggest continued growth.

Trends in the energy sector are more difficult to determine. Output in the last quarter of
1986 showed a decline due, particularly, to reduced oil extraction after a pipeline leak but
fully recovered in the first quarter of 1987.

The underlying output of all production industries in the second half of 1985 was approxi-
mately 1 per cent below the level reached in the first half, but since then underlying output
has increased steadily - mainly reflecting the improvement in manufacturing output.
Published figures were little changed between the third and fourth quarters of 1986, a
reduction in energy output (mainly lower oil extraction) being offset by an increase in
manufacturing. In the first quarter of 1987 output increased again reflecting the recovery in
the energy sector.

Bias adjustment for manufacturing output

In line with revised procedures introduced in January last year, figures for manufacturing
output in the latest six months include adjustments to try to allow for underestimation in the
provisional estimates (see also Note 10 of Notes to Editors of Press Notice).

Figures for April 1987

Figures for April 1987 are scheduled for publication on Thursday 18 June.

D C K Stirling
18 May 1987
Central Statistical Office



Table A

Copy No.
++ PERSONAL AND CONFIDENTIAL until release of Press Notice at 11.30 am on May 18 1987 and thereafter unclassified ++
” Index of output of the production industries 1980=100
SUMMARY Total Energy and Total Metals Other Chemicals Engineering Food, drink Textiles, Other
production water supply manufacturing minerals and and man-made and allied and tobacco footwear, manufacturing
industries industries mineral f ibres industries clothing and
products leather
1985 108. 1 120.1 103.7 113.9 94.3 119.0 104.0 101.1 101.9 98.8
1986 110.0 125=2 104.5 111.0 96.9 120.3 102.9 102.1 103.1 103.6
1985 4 108.4 121.8 103.6 112.6 85.8 112.2 103.2 1037 103.4 99.9
1986 1 109.1 127.3 102.6 110.4 93.7 118.0 101.4 100.7 102.8 100.0
2 109.2 125.8 103.5 110.1 96.4 118.2 102.0 101.3 103.5 102.2
3 110.8 127.6 104.8 107.8 97.8 121.0 103.2 102.9 102.3 104.8
4 110.7 120.8 107.1 115.8 100.0 124.2 105.2 103.7 104.0 107.4
1987 1 112.2 126.8 106.9 117.3 96.8 124.6 104.9 103.7 104.3 107.4
1987 J 110.9 126.4 105.3 108 92 124 104 102 104 106
F 112.6 126.7 107.6 125 98 126 105 104 104 108
M 113.1 127.4 107.9 120 101 125 106 105 105 108
Percentage change latest 3 months on:
previous 3 months
+1.4 +5.0 =01 +1.3 -3-2 +0.3 -0.3 - +0.3 =
a year earlier
+2.8 -0.3 +4.3 +6.3 +3.3 +5.6 +3.5 +3.0 +1.5 +7.4
1st quarter 1981(a)
+18.0 +24.6 +15.4 +18.0 +8.4 +29.3 +16.9 +4.2 +14.6 +14.8
1st half 1979(b)
+4.9 4238, & =27 =0 1 =10.2 +14.8 -4.4 +3.8 “12:9 -3.4
DETAILED Coal and Extraction Mineral oil Other energy Metals Other Chemicals Man-made Metal goods
ANALYSIS coke of mineral processing and water minerals and fibres not
0il and supply mineral elsewhere
natural gas products specified
1985 67.2 150.3 98.6 105.9 113.8 94.3 120.4 74.2 99.2
1986 79.2 153.0 93.9 111.8 111.0 96.9 121.8 67.9 97.1
1985 4 81.2 148.8 98.4 106.6 112.86 95.8 118.5 73.0 98.4
1986 1 80.2 155. 1 95.6 115.4 110.4 93.7 119.3 74.2 96.5
2 79.4 151.9 103.1 113.1 11044 96.4 119.6 69.5 972
3 78.3 15R8. R 101.0 111.1 107.8 97.6 122.6 66.4 97.3
4 79.2 1486.5 99.7 107.6 115.8 100.0 126.0 61.6 Qa7 5
1987 1 75.9 154.8 95.2 116.5 117.3 $6.8 126:5 59.1 99.0
1987 J 75 154 98 116 108 92 125 62 97
F 76 157 96 113 125 98 128 64 100
M 76 153 92 121 120 101 127 52 100
Percentage change latest 3 months on:
previous 3 months
=4 +5.7 -4.5 +8.3 +1.3 =3,2 +0.4 -4.0 *1.5
a year earlier ]
5.3 =02 -0.4 +1.0 +6.3 +3.3 +6.1 -20.3 +2.6
1st quarter 1981(a)
=22.1 +44.2 =1..Q +20.4 +18.0 +8.4 +31.0 -34.2 +11.9
1st half 1979(b)
= +64.1 =157 *11:1 =10. 1t =10.2 +17.4 =87.0 =195
DETAILED Mechanical Electrical Motor Other Food Drink and Textiles Clothing, Paper, A1l other
ANALYSIS engineering and vehicles and transport tobacco footwear and printing and manufacturing
cont inued instrument parts equipment leather publishing
engineering
1485 92.3 130.8 86.3 Qa 7 103.9 85.1 98.3 105.0 98.1 99.7
1986 92.4 130.4 82.7 93.3 105. 1 95.9 98.4 V6.8 102.4 105.0
1985 4 94.0 129.4 81.7 93.0 104.5 95.9 99.6 106.5 88.2 100.6
1986 1 93.1 125.5 80.7 93.1 103.8 94.3 98.7 106.3 99.1 101.0
2 93.1 126.6 82.5 92.6 103.8 96.0 99.6 106.9 101.5 103.0
3 92.1 132.5 80.8 93.3 106.0 96.5 97.4 106. 4 102.6 107.83
4 91.2 137.0 86.7 94.2 106.9 97.0 99.8 107.7 106.3 108.5
1987 1 92.2 135.7 82.5 95.4 107.5 95.8 101.6 106.7 105.7 109.3
1987 J 92 135 81 95 106 94 102 106 104 108
F 92 136 82 85 109 96 100 107 107 1M1
M 93 137 84 96 108 99 103 107 107 109
Percentage change latest 3 months on:
previous 3 months
1 -0.9 -4.8 1.8 +0.6 =12 +1.8 -0.9 «0.6 +0.7
a year earlier
-0.9 +8.2 2.2 +2.4 +3.6 LT +2.9 +0.3 +6.7 +8.2
1st quarter 1981(a)
+5.6 +46.7 +7.6 =9.6 +8.9 =bi4 *12.:2 +16.6 +11.4 +19.0
1st half 1979(b)
-16.3 +31.4 -32.9 +1.6 +7.8 -4.4 -18.6 =~ -1.1 ~Biid

(a) Last trough for production industries (b) Last peak for production industries



Personal numbered copies of the minute and attachment to:

Treasury (Principal Private Secretary
(Sir Peter Middleton

Cabinet Office (Mr Jack Hibbert

Department of Trade and Industry (Private Secretary
Secretary of State's Office

e

(Private Secretary
to Geoffrey Pattie

(Private Secretary
to Giles Shaw

(Private Secretary
to John Butcher

(Sir Brian Hayes
(Mr H H Liesner
(Mr A Whiting
(Mr N Harvey

(Mr S W Treadgold

Bank of England (Mr R Leigh-Pemberton



ps7/25L UNCLASSIFIED
’

N G FRAY
‘19 May 1987

MR R D KERLEY

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - MARCH AND FIRST
QUARTER 1987

The Chancellor has seen and was grateful for your minute of 18 May.

N @.\@ﬁ



AND. CSO

\ INFORMATION SERVICE
r
CENTRAL STATISTICAL OFFICE
GREAT GEORGE STREET PRESS CALLS ONLY 01-270 6357
LONDON (AFTER 1800 HRS  01-—270 3000
\ SW1P 3AQ OTHER ENQUIRIES 01-270 6363/6364
COPY No.. %o
PERSONAL AND CONFIDENTIAL until release CSO(87)43

e ~ 19 May 1987
of Press Notice atl1.30 g¢.m. cl(('llé/g/} .......... V

and thereafter unclassified

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - MARCH 1987

Output of the production industries in the first quarter of 1987 is provisionally estimated
to have increased by 13 per cent from the level of the previous quarter; manufacturing output

was little changed.

Output of production industries (to March 1987)

The March index of the output of the production industries - energy and manufacturing -
is provisionally estimated at 113.1 (1980=100, seasonally adjusted). In the first quarter of
1987, production industries' output was 13 per cent higher than in the previous quarler and 3

per cent higher than in the same period a ycar earlier.

Manufacturing output in the latest quarter was little changed from Lhe previous quarter
but 43 per cent higher than in the same period a year earlier (see also note 10 of Notes to
Editors). Within manufacturing, the output of the metals industry increased by 1 per cent
between the latest two quarters. The output of other minerals fell by 3 per cent. There was

little change in the output of the other broad industry groups.

The output of the energy sector in the latest quarter was 5 per cent higher than in the

revious quarter but % per cent lower than in the same period a vyear earlier.
p q 2 P p b

By market sector, the output of the intermediate goods industries increased by 2} per
cent between the latest two quarters and that of the investment goods industries by 3 per

cent; the output of the consumer goods industries fell by 1 per cent.

prepared by the Government Statistical Service
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.The output of the production industries in the first quarter of 1987 was 18 per cent
higher than at its trough in the first quarter of 1981; manufacturing output was 153 per cent

higher.

Output of production and construction industries (to Q4 1986)

Output of the construction industry in the fourth quarter of 1986 is estimated to have
been 1 per cent higher than in the previous quarter. Output of the production and
construction industries in the fourth quarter was unchanged from that in the previous quarter,
but 2 per cent higher than in the same period a year earlier and 16 per cent above the trough

in the first quarter of 1981.
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QUTPUT OF THE PRODUCTION INDUSTRIES(1)

. (1980=100)
TABLE 1

Broad industry groups Market sectors
Production industries Energy(2) Manufacturing Consumer Investment Intermediate
gooas goods goods
Division 1-4 Division 1 Division 2-4
Weights 1000 264 736 245 243 512
1981 96.6 103.8 94.0 96.4 91.3 99.2
1982 98.4 110.0 94.2 95.8 92.4 102.3
1983 101.9 115.9 96.9 98.8 g2.9 107.6
1984 103.2 110.1 100.7 101.6 97.1 106.8
1985 108. 1 120.1 103. 7 103.6 103.0% 112.6
1986 110.0 125.2 104.5 105.41 101.5 116.0t
Seasonally
ad justed
1981 2 95.8 103.3 93.2 85.5 90.6 98.4
3 97.3 103.8 95.0 97.4 91.9 99.6
4 98.3 106.5 95.3 96.7 92.9 101.7
1982 1 97.2 104.1 94.7 96. 1 92.9 99.8
2 98.9 110.0 94.9 95.8 93.7 102.9
3 99.2 113.3 94.1 95.9 92.3 103.8
4 98.2 112.5 93.1 95.6 90.7 102.8
1983 1 100. 3 112.8 95.8 97.6 93.5 104.8
2 100.6 115.0 95.4 97.4 90.8 106.7
3 102.8 117.6 97.5 100.0 92.8 108.0
4 104.0 118.0 98.9 100.4 94.5 110.1
1984 1 104.0 116.8 99.4 100.5 94.3 110.2
2 102.6 108. 1 100.3 101.7 96.4 108. 1
3 102.4 105.3 101.4 102.4 97.8 104.6
4 103.7 108.4 101.7 102.0 99.6 106.4
1985 1 106.4 115.0 103.3 103.4 102.1 109.8
2 109.3 122.6 104.5 103.2 105.3 114.1
3 108. 11 120.9 103.51 104.1 101.91 113.0
4 108.4 121.8 103.6 103.91 102.7 113.5%
1986 1 109.1 127.3% 102.6 103.0 101.4 115.4
2 108.2 125.3 103.5 104.5 100.5 115.4
3 110.8 127.8 104.8 108.3 101.3 117.4
4 110.7 120.8 107.1 107.8 102.7 115.8
1987 1 112.2 126.8 106.9 106.8 103.2 118.8
1985 M 107.4 118.7 104.0 104.0 103. 1 110 8
A 109.0 122.2 104.2 102.8 104.9 113.9
M 109.8 124.8 104.4 102.9 105.7 115.1
J 108.0 120.8 104.8 104.0 105.4 112.3
Y 107.5% 119.3 103.3t 103.6 101.8t 1121
A 108. 1 120.0 103.8 104.4 101.8 112.8
S 108.8 123.5 103.5 104.3 102.2 114.1
0 108.6 123.0 103.4 102.8 103.2 113.9
N 109.5 126.3 103.5 104. 41 101.6 115.9
D 107.2 116.2 104.0 104.4 103.3 110.61
1986 J 108.3 124.6 102.4 102.1 101.4 114.2
F 109.9 129.8t 102.7 103.7 101.3 116.7
M 108.2 127.4 102.6 103.3 101.8 115.3
A 110.8 130.1 103.9 104.9 101.1 118.1
M 109.2 126.1 103.1 104. 1 100.4 115.6
J 107.7 119.8 103.4 104.6 100. 1 112.6
J 110.5 126.3 104.8 105.9 101.5 116.7
A 11.2 130.3 104.4 108.5 100.4 118.6
S 110.8 126.1 105.3 106.4 102. 1 116.8
0 110.9 1287 106.6 108.8 102.7 116.6
N 111.0 121.7 107.2 109.0 102.4 116.1
D 110.2 118.0 107.4 107.6 102.9 114.8
1987 J 110.9 126.4 105.3 105.8 102.5 117.1
F 112.6 126.7 107.6 107.1 103.1 119.6
M 1138.1 127.4 107.9 107.5 104.1 119.8
% 3-month on
3-month +1.4 +5.0 -0.1 -0.9 +0.6 +2.6

change (3)

(1) Output index numbers include adjustments, as necessary, to compensate for the use of sales indicators (see Notes to Editors).
(2) Includes water supply.
(3) Average of January to March 1987 compared with the average of October to December 1986.

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



‘ TABLE 2

OUTPUT OF MANUFACTURING INDUSTRIES

(1980=100)

Metals Other minerals Chemicals and Engineering and Food, drink Textiles, clothing Other
and mineral man-made fibres allied industries and tobacco footwear and leather manufacturing
products(1)

Class 21-22 Class 23-24 Class 25-26 Class 31-37 Class 41-42 Class 43-45 Class 46-48
Weights 25 41 68 325 99 52 126
1981 106.0 89.0 99.6 91.8 98.3 92.7 93.2
1982 103.2 90.9 98.7 92.9 99.8 91.2 90.8
1983 104.7 83.9 107.4 94.9 100.9 94.6 93.7
1984 108.2 95.0 113.9 99.3 101.9 97.9 97.7
1985 113.9 94.3 119.0 104.0 101.1 101.9 98.8
1986 11.0 96.9t 120.3t 102.9t 102. 1 103. 1t 103.6
Seasonally
adjusted
1981 2 104.3 88.6 98.2 90.8 87.1 92.1 93.
3 107.4 89.9 102.4 93.0 98.2 93.2 93.1
4 113.1 88.4 101.3 93.7 98.3 94.4 92.9
1982 1 110.4 90.0 99.8 93.7 98.1 91.8 91.1
2 108.3 92.0 99.7 93.6 100.3 91.2 91.3
3 100. 4 91.0 99.5 92.6 100.5 91.4 90.7
4 93.8 90.7 99.7 91.7 93.4 90.5 90.2
1983 1 98.8 93.3 104.1 94.8 99.9 92.7 92.7
2 104.8 91.4 106.8 93.1 98.8 93.3 92.8
3 105. 4 95.3 108.9 95.0 103.1 95.0 93.6
4 110.0 95.4 109.8 96.8 101.8 97.6 95.6
1984 1 112.4 94.6 111.4 97.1 101.9 96.6 97.2
2 104.8 95. 1 19251 98.6 102.7 97.5 98.3
3 108.9 95.9 115.8 100. 4 102.0 98.5 97.2
4 107.0 94.5 116.3 101.0 101.2 99.2 98.2
1985 1 111 93.2 120.1 103.6 101.8 99.9 97.9
2 116. 1 94.3 120.6 105.9 100.2 101.7 97.6
3 115.9t 94.0 118.3 103. 11 100.5 102. 7t 100.0
4 112.6 95.8 11742 103.2 101.7 103.4 99.9
1986 1 110.4 93.71 118.0 101.4 100.7 102.8 100.0
2 110.1 96.4 118.2¢ 102.0 101.3% 103.5 102.2
3 107.8 97.6 121.0 103.2 102.9 102.3 104.8%
4 115.8 100.0 124.2 105.2 103.7 104.0 107.4
1987 1 117.3 96.8 124.6 104.9 103.7 104.3 107.4
1985 M 115 95 120 104 102 102 98
A 115 94 122 106 100 101 97
M 117 95 119 106 100 101 98
J 116 94 121 106 100 103 98
J 116 94 119 103 100 103 100
A 118 93 118 104 101 102+ 100
5 113 S5 118 103 101 103 100
0 112 96 117 103 102 102 99
N 114 96 118 102 101 106 101
D 112 95 117 104 103 102 100
1986 J 11 95 119 101 98 102 100
F 110 g3t 118 101 102 104 100
M 110 94 116 102 101 102 100
A 109 96 118 103 102 104 102
M 11 96 118 102 101 102 102
J m 97 119 101 101 104 103
J 109 97 1201 103 103 102 105
A 107 98 121 102 1041 103 104
S 108t 98 122 104 103 102 105
0 113 99 125 105 103 104 107
N 17 100 122 105t 104 106 108
D 118 101 125 106 104 102 108
1987 J 108 92 124 104 102 104 106
F 125 98 126 105 104 104 108t
M 120 101 125 106 105 105 108
% 3-month on
3-month +1.8 -3.2 +0.3 -0.3 - +0.3 =
change (2)

(1) Mainly building materials

(2) Average of January to March 1987 compared with the average of October to December 1986.

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



OUTPUT OF PRODUCTION AND CONSTRUCTION INDUSTRIES (1)

‘ (1980=100)

TABLE 3
Production and Construction  Production industries Energy(2) Manufacturing 0il and gas
construction extraction
Division 1-5 Division 5 Division 1-4 Division 1 Division 2-4 Class 13
Weights
(parts per thousand 424 63 361 95 266 a4
of GDP(0Q))
1981 95.6 89.9 96.6 103.8 94.0 110.3
1982 97.4 91.6 98.4 110.0 94.2 125.6
1983 100.9 95.3 101.9 115.8 96.9 137.6
1984 102.5 98.6 103.2 110.1 100.7 147.1
1985 106.8 99.8 108. 1 120.1 103.71 150.3
1986 108. 71 102.0 110.0 125.2 104.5 153.0
Seasonally adjusted
1981 2 94.9 89.5 95.8 103.3 93.2 108. 1
3 96.3 90.9 97.3 103.8 95.0 11.4
4 96.6 86.9 98.3 106.5 95.3 114.4
1982 1 96.0 89.1 97.2 104.1 94.7 113.2
2 97.7 90.6 98.9 110.0 94.9 126.7
3 98.2 92.6 99.2 113.3 94.1 181.5
4 97.6 94.3 98.2 112.5 93.1 131.48
1983 1 89.3 93.7 100.3 112.8 95.8 131.2
2 99.3 92.1 100.6 115.0 95.4 132.8
3 102.0 97.7 102.8 117.86 7.5 141.89
4 103.1 97.8 104.0 118.0 98.9 144.5
1984 1 103.0 97.0 104.0 116.8 99.4 147.6
2 101.9 98.1 102.6 108. 1 100.3 146.1
3 102. 1 100.5 102.4 105.3 101.4 143.7
4 103.0 98.7 103.7 109.4 101.7 i o1 655 |
1985 1 105.4 99.5 106.4 11520 103.3 154.1
2 107.9 100.0 109.3 122.6 104.5 152.5
3 106.8 99.1 108. 1+ 120.9 103.5t 145.8
4 107.3 100.8 108.4 121.8 103.6 148.8
1986 1 107.5 98.2 109.1 127.87 102.6 155. 1
2 108. 1+ 102. 1 109.2 125.3 103.5 151.9
3 109.7 103.4 110.8 1278 104.8 158.6
4 109.7 104.2 110.7 120.8 107.1 146.5
1987 1 - - 112.2 126.8 108.9 154.8%
(1) The long run series in column 3-5 are consistent with Table 1.
(2) Includes water supply.

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



' NOTES TO EDITORS

" The index numbers of output of the production and comstruction industries in this Press Notice are on the base 1980 = 100
and classified to the 1980 revision to the Standard Industrial Classification (SIC). These industries account for 42 per cent
of gross domestic product; production industries alone accounts for 36 per cent. The index numbers were first published in this
form in September 1983. The monthly index for the production industries covers only the energy (and water supply) Division 1
of the SIC, and manufacturing industries, Divisions 2 to 4 of the SIC. An index of production and construction broadly

_equivalent to the previously published Y211 industries” index of production" is available only quarterly. These changes were
described in advance in March 1983 Economic Trends. A further article describing the effects of rebasing appeared in October
1983 Economic Trends.

2. The purpose of the index numbers is to measure changes in net output or value added (that is total outputs less total inputs)
at constant (1980) prices. Conceptually, this should be estimated as the difference between outputs and inputs, each valued at
the appropriate prices of the base year. However , this approach, known as double deflation, is difficult to apply reliably since
it requires a great deal of information. In practice, movements in net output at comstant prices are generally estimated by
movements in gross output at constant prices. This yields satisfactory estimates, provided the ratio of gross to net output
remains largely unchanged, as will generally be the case in the short-term. Further discussion of the concepts of measurement may
be found in "Sources and Methods, Studies in Official Statistics No 37" (HMSO, 1985).

3. The index of production is a weighted average of 330 separate indicators, each of which describes the activity of a small
sector of industry. These indicators are obtained monthly where possible but for a number of sectors, representing 17 1/2 per
cent of activity, only quarterly data are available. Two Occasional Papers, one describing the weights and indicators and the
other the sources used in compiling the index, are available.

4. Many of the basic series used to construct the index of production measure either final production or deliveries. Neither
type of series takes account of changes in work in progress and series based on deliveries do not take account of changes in
stocks of finished goods. All of the index numbers in this Press Notice have been adjusted where necessary, for estimated
changes in stocks. An Occasional Paper describing these calculations is available.

5. More detailed tables on the index of production are published regularly in "British Business" and the "Monthly Digest of
Statistics". The data in this Press Notice can be obtained in computer readable form via the CSO Databank service which provides
macro-economic time series on magnetic tape. Details of the service offered and the Schedule of Charges may be obtained from
the Database Manager, CSO Branch 9, Room 52/4, Government Offices, Great George Street, London SWIP 3AQ (telephone:
01-270-6386). CSO does not offer direct on-line access for these data, but a list of host bureaux offering such a facility is
available on request from CSO.

6. Estimates of the output of the construction industry are compatible with those published by the Department of the Environment
which are available only quarterly, one month in arrears of the corresponding quarters” estimates for the output of production
industries. The aggregate index numbers no longer make use of preliminary estimates for the construction industry based, in
advance of receipt of regular returns from the industry, on broad indicators of activity; they are thus delayed by one month
but are berrer founded.

7. The index numbers in this Press Notice are all seasonally adjusted, to remove annually recurring month-to-month variations
owing for example, to the incidence of holidays and other regular seasonal patterns of behaviour. The adjustments can only be
derived from analysis of past data and may not be completely appropriate when holiday patterns change sharply. Unadjusted data
may be obtained from CSO.

8. Estimates for the latest few months are always based on partial information and should be regarded as provisional and subject
to revision as more complete data become available. During the lifetime of the 1975-based index, the average revision
(regardless of sign) to the all-industries index for the latest month was one half of 1 per cent. It is recommended that, to
obtain an assessment of short-term change, attention should be directed to the three-month-on-three month changes. The average
revision to this latter measure was one quarter ol a peicCentage point over the eame perind. An Occasional Paper 1is available
from CSO describing the effects of revisions.

9. Occasional Papers (price £2.50 each) and off-prints of Economic Trends articles (price £1.50 each) are available from the
Central Statistical Office.

10. Bias adjustments for the index of manufacturing output

In an attempt to allow for understatement in the provisional figures, an improved system of adjustments to manufacturing output
was introduced in January last year. Some detail was included in note 12 of Notes to Editors in the January 1986 Press Notice and
a fuller note on the methodology of the adjustment procedure is available on request from the CSO. The adjustment procedure makes
use of smoothed monthly CBI figures on expectations of growth in output. The bias adjustments, which are additive, included in
the manufacturing figures this month are:

1986 1987
October November December January February March
+0.1 +0.1 +0.3 +0.6 +0.8 +1.5



PERSONAL AND CONFIDENTIAL UNTIL 11 30 AM ON 18 JUNE 1987

JO636

MR D NORGROVE
Prime Minister's Office

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - APRIL 1987

The provisional index of the output of the production industries for April 1987 will be
published at 11.30 am tomorrow, Thursday 18 June. A copy of the Press Notice is attached.

Latest figures

The April 1987 index of the output of the production industries - energy and manufacturlng -
is provisionally estimated at 112.6 (1980=100, seasonally adjusted), an increase of 3 per cent
on March. For manufacturing the index was 108.1, an increase of 3 per cent on March (see
also paragraph on bias adjustment below).

In the three months to April 1987 the output of the production industries was 13 per cent
higher than in the previous three months, with manufacturing output 1 per cent higher. Some
industry detail is given in the attached Table A.

Assessment

Manufacturing output reached a temporary peak in the second quarter of 1985 and then
declined 2 per cent by the first quarter of 1986. However, output had recovered this lost
ground by the third quarter of 1986 and in the fourth quarter the level of output was 23 per
cent higher than in the second quarter of 1985. Although the first quarter of 1987 was
marginally lower, this largely reflects the severe weather in January, and the provisional
figures for the latest three months (February to April) are 3 per cent higher than in the
fourth quarter of 1986.

Trends in the energy sector are more difficult to determine. Output in the last quarter of
1986 showed a decline due, particularly, to reduced oil extraction after a pipeline leak but
fully recovered in the first four months of 1987.

The underlying output of all production industries in the second half of 1985 was approxi-
mately 1 per cent below the level reached in the first half, but since then underlying output
has increased steadily - mainly reflecting the improvement in manufacturing output.
Published figures showed a small decline between the third and fourth quarters of 1986 a
reduction in energy output (mainly lower oil extraction) being almost offset by an increase in
manufacturing. In the- first four months of 1987 output increased again reflecting the
recovery in the energy sector and continued growth in manufacturing.

Bias adjustment for manufacturing output

In line with revised procedures introduced in January last year, figures for manufacturing
output in the latest six months include adjustments to try to allow for underestimation in the
provisional estimates (see also Note 10 nf Notes to Editors of Press Notice).

Figures for May 1987

Figures for May 1987 are scheduled for publication on Tuesday 14 July.

D C K Stirling
17 June 1987
Central Statistical Office

N



Table A

Copy No.
++ PERSONAL AND CONFIDENTIAL until release of Press Notice at 11.30 am on June 18 1987 and thereafter unclassified ++
Index of output of the production industries 1980=100
SUMM!RY Total Energy and Total Metals Other Chemicals Engineering Food, drink Textiles, Other
production water supply manufacturing minerals and and man-made and allied and tobacco footwear, manufacturing
industries industries mineral fibres industries clothing and
products leather
1985 108. 1 120.1 103.8 113.9 94.3 118.0 104.0 101.1 101.9 98.8
1986 110.1 1252 104.6 111.0 97.0 120.8 103.1 102.3 103.1 103.7
1985 4 108.5 121.8 103.7 112:6 95:8 117.2 103.3 1017 103.4 99.9
1986 1 108. 1 127.3 102.6 110.4 93.6 118.0 101.5 100.6 102.8 100.1
2 108.3 125.3 103.6 110.1 96.5 118.2 102.1 101.2 103.5 102.3
3 1130 127.86 105.0 107.8 97.8 121.0 103.4 102.9 102.3 104.8
4 110.8 120.8 107.3 1167 100.2 124.2 105.3 104.3 103.9 107.6
1987 1 1129 126.3 107.0 116.0 98 0 124.8 1056.5 103.4 102.8 106.9
1987 F 112.9 126.7 107.9 124 100 126 106 104 103 108
M 112.3 125.7 107:8 118 101 125 1086 103 103 107
A 112.6 12541 108. 1 117 101 125 107 104 104 108
Percentage change latest 3 months on:
previous 3 months
+1.5 +3.1 +0.9 +4.6 +2.4 +1.3 +1.0 =0.2 S0 +0.4
a year earlier
+2.4 =255 +4.6 +8.9 +7.0 +6.5 +4.1 +2.4 0.5 +6.6
1st quarter 1981(a)
+18.4 +23.6 +16.3 +19.9 TR +29.9 +18.5 +4.3 +13.2 #1541
ist half 1879(b)
#5.8 # B P =149 -8.6 =Bt +15.4 3.1 +3.9 -14.0 =312
DETAILED Coal and Extraction Mineral oil Other energy Metals Other Chemicals Man-made Metal goods
ANALYSIS coke of mineral processing and water minerals and fibres not
0il and supply mineral elsewhere
natural gas products specif ied
1985 67.2 150.3 98.6 105.9 113.9 94.3 120.4 74.2 99.2
1986 79.2 153.0 89.9 111.8 111.0 97.0 121.9 67.9 97.1
1985 4 81.2 148.8 98.4 106.6 112.86 95.8 118.5 73.0 98.4
1986 1 80.2 1S5 95.6 115.4 110.4 93.6 118.3 74.2 96.5
2 79.4 151.9 103.1 1138.1 110.1 96.5 119.6 69.5 97.2
3 78.3 158.6 101.0 1331 107.8 97.8 122.6 66.4 g7.2
4 79.2 146.5 89.7 107.6 11527 100.2 126.0 61.6 97.4
1987 1 76 0 154.3 85.1 115.5 116.0 98.0 126.7 59.1 99.7
1987 F 76 157 96 113 124 100 128 64 101
M 76 152 92 118 116 101 127 52 101
A 73 158 98 108 . 117 101 127 70 103
Percentage change latest 3 months on:
previous 3 months
-3.3 *5.5 -4.9 1.9 +4.6 +2.4 1.3 +1.0 +3.9
a year earlier
-5.8 =1..0 =3.8 -4.4 +8.9 +7.0 +6.8 =145 +3 17
1st quarter 1981(a)
=PZ4Y +44 .8 a2 +18.8 +19.8 *#12.7 +31.6 137 +14.7
150 half 19/9¢b)
-21.8 +64.9 +15.8 72T -8.6 =6.7 +18.0 <55.0 =174
DETAILED Mechanical Electrical Motor Other Food Drink and Textiles Clothing, Paper, All other
ANALYSIS engineering and vehicles and transport tobacco footwear and printing and manufacturing
cont inued instrument parts equipment leather publishing
engineering
1985 2.5 130.8 86.3 94.7 103.8 95.1 98.3 105.0 8.1 99.7
1986 82.6 130.6 82.7 Qa3 3 105.2 96.1 98.8 106.8 102.2 105.4
1985 4 94.2 129.4 81.7 93.0 104.5 95.9 99.6 106.5 99.2 100.6
1986 1 93.3 125.6 80.7 83.1 103.7 94.3 98.7 106.3 98.9 101.4
2 93.3 126.7 82.5 92.6 103.8 $6.0 99.6 106.9 101.4 103.4
3 82.3 132.7 80.8 93.3 106.0 96.5 97.4 106.4 102.5 107.8
4 91.4 137.3 86.7 94.3 107.5 97.7 98.6 107.6 106. 1 109.2
1987 1 91.9 137.5 83.5 S4.7 107.2 85.5 100.5 104.8 104.7 109.3
1987 F 92 137 83 95 109 96 100 105 106 111
M 92 139 86 95 107 96 101 104 105 109
A 93 138 86 96 107 96 100 107 1086 110
Percentage change latest 3 months on:
previous 3 months
+1.1 +0.4 =0.2 O #0..2 =2 =023 oyt +0.2 0.6
a year earlier
=3 +9.3 +5.4 *2:4 +3.4 = +0.6 1.5 +5.8 *7.5
1st quarter 1981(a)
57 +49.2 +11.0 -10.0 +8.0 =B 4 +10.8 +15..1 +11.3 #1955
1st half 1979(b)
-16 +33.7 -30.8 #1322 +7.9 -4.4 -18.6 =8.9 =151 =53

(a) Last trough for production industries (b) Last peak for production industries
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - APRIL 1987

Output of the production industries in the three months to April 1987 is provisionally
estimated to have increased by 13 per cent from the level of the previous three months;

manufacturing output rose by 1 per cent.

Output of the production industries (to April 1987)

The April index of the output of the production industries - energy and manufacturing -
is provisionally estimated at 112.6 (1980=100, seasonally adjusted). In the three months to
April 1987, production industries' output was 13 per cent higher than in the previous three

months and 23 per cent higher than in the same period a year earlier.

Manufacturing output in the latest three months was 1 per cent higher than in the
previous three months and 43 per cent higher than in the same period a year earlier (sce alsu
notc 10 of Notes to tditors). Within manufacturing, the output of the metals industry
increased by 5 per cent, that of other minerals by 2 per cent and that of the chemicals and
enagineering and allied industries by 1 per cent between the two latest three-month periods.
The output of textiles and clothing, however, fell by 1 per cent. There was little change in

the output of the food, drink and tobacco and 'other manufacturing' industries.

The output of the energy sector in the latest three months was 3 per cent higher than

in the previous three months but 23 per cent lower than in the same period a year earlier.

By market scctor, the output ot the intermediate goods industries increased by 23 per
cent between the two latest three-month periods and that of the investment goods industries

by 13 per cent; the output of the consumer goods industries fell by 1 per cent.

prepared by the Government Statistical Service

B




The output of the production industries in the three months to April 1987 was 183 per
cent higher than at its trough in the first quarter of 1981; manufacturing output was 163 per

cent higher.

Output of the production and construction industries (to first quarter of 1987)

Output of the construction industry in the first quarter of 1987 is estimated to have
been 5 per cent higher than in the previous quarter. Output of the production and
construction industries in the first quarter was 13 per cent higher than in the previous
quarter, 4 per cent higher than in the same period a year earlier and 18 per cent above the

trough in the first quarter of 1981.
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OUTPUT OF THE PRODUCTION INDUSTRIES(1)

(1980=100)
TABLE 1
Broad industry groups Market sectors
Production industries Energy(2) Manufacturing Consumer Investment Intermediate
goods goods goods
Division 1-4 Division 1 Division 2-4
Weights 1000 264 736 245 243 512
1981 96.6 103.8 94.0 96. 4 91.3 9g.2
1682 98.4 110.0 94.2 95.8 92.4 102.3
1983 101.8 115.9 96.9 98.8 92.9 107.6
1984 103.2 110.1 100.7 101.6 97.1 106.8
1985 108.1 120.1 103. 8+ 103.6 103. 11 112.6
1986 110. 1% 125 2 104.6 105.6t 101.6 116.0
Seasonally
adjusted
1981 2 95.8 103.3 93.2 95.5 90.6 98.4
3 97.3 103.8 95.0 97.4 91.8 99.6
4 98.3 106.5 95.3 96.7 92.8 101.7
1982 1 97.2 104. 1 94.7 96.1 92.8 99.8
2 98.9 110.0 94.9 95.8 93.7 102.9
3 99.2 113.3 94.1 95.9 92.3 103.8
4 98.2 112.5 93.1 95.6 90.7 102.8
1983 1 100.3 112.8 95.8 97.6 93.5 104.8
2 100.6 115.0 95.4 97.4 90.8 106.7
3 102.8 117.6 97.5 100.0 92.8 108.0
4 104.0 118.0 98.9 100. 4 94.5 110.1
1984 1 104.0 116.8 98.4 100.5 94.3 110.2
2 102.6 108. 1 100.3 101.7 96.4 106. 1
3 102.4 105.3 101.4 102.4 97.9 104.6
4 103.7 109. 4 101.7 102.0 99.6 106.4
1985 1 106.4 115.0 103.3 103.4 102. 21 109.8
2 109.3 122.6 104.5 103.2 105. 4 114.1
3 108. 2% 120.8 103.6+1 104.1 102.0 113.0
4 108.5 121.8 103.7 103.9 102.8 113.5
1986 1 108. 1 127.8 102.6 103. 2+ 101.5 115.4
2 108.3 125.3 103.6 104.7 100.6 115.4
3 111.0 127.6 105.0 106.5 101.4 117.4
4 110.8 120.8 107.3 108. 1 102.8 115.91
1987 1 112.1 126.3t1 107.0 106. 4 103.7 118.6
1985 A 108.0 122.2 104.2 102.8 105.0t 113.9
M 109 8 124.8 104.4 102.9 105.8 115.1
J 109. 11 120.8 104.9t 104.0 105.5 113.3
J 107.5 119.3 103.3 103.6 101.9 112.1
A 108. 1 120.0 103.8 104.4 101.9 112.8
S 108.9 123.5 103.6 N4 3 102.3 114.1
0 108.6 123.0 103.4 102.8 103.3 113.9
N 108.5 126.3 103.5 104.4 101.7 115.9
D 107.3 116.2 104.1 104.4 103.4 110.6
1986 J 108.3 124.6 102.4 102.21 101.5 114.2
F 109.9 129.8 102.8 103.8 101.4 116.7
M 108.2 127.4 102.6 103.5 101.7 115.3
A 5 110.9 130.1 104.0 105.0 101.1 118.1
] 109.3 126.1 103.2 104.3 100.5 115.6
d 107.8 119.8 103.5 104.8 100.2 112.6
J 110.6 126.3 104.9 106. 1 101.8 116.7
A 111.4 130.3 104.6 106.6 100.5 118.6
S 110.9 126.1 105. 4 108.7 102.1 116.8
0 110.9 122.7 106.7 107.0 102.7 116.6
N .2 121.7 107.4 109.3 102.5 116. 2+
D 110.4 118.0 107.7 108. 1 103.2 114.8
1987 J i 126.4 105.6 106.0 103.0 117.2
F 112.9 126.7 107.9 106.9 N3 7 119.8
M 112.38 125.7t 107.5 106.2 104.3 118.8
A 112.8 125.1 108. 1 107.1 104.8 118.8
% 3-month on
3-month +1.5 +3.1 +0.9 =150 +1.4 +2.6
change (3)

(1) Output index numbers include adjustments, as necessary, to compensate for the use of sales indicators (see Notes to Editors).
(2) Includes water supply.
(3) Average of February to April 1987 compared with the average of November 1986 to January 1987

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



OUTPUT OF MANUFACTURING INDUSTRIES

(1880=100)
TABLE 2
Metals Other minerals Chemicals and Engineering and Food, drink Textiles, clothing Other
and minerail man-made fibres allied industries and tobacco footwear and leather manufacturing
products(1)
Class 21-22 Class 23-24 Class 25-26 Class 31-37 Class 41-42 Class 43-45 Class 46-49
Weights 25 41 68 325 99 52 126
1981 106.0 83.0 98.6 91.8 98.3 92.7 93.2
1982 103.2 90.9 99.7 92.9 89.8 91.2 90.8
1983 104.7 93.8 107.4 94.9 100.8 94.6 93.7
1984 108.2 95.0 113.9 99.3 101.9 97.9 97.7
1985 113.9 984.3 118.0 104.0 101.1 101.9 98.8
1986 111.0 97.07 120.3 103. 11 102.3%1 103.1 103.7¢
Seasonally
adjusled
1981 2 104.3 88.6 98.2 90.8 97.1 92.1 93.1
3 107.4 83.9 102.4 983.0 98.2 93.2 93.1
4 113.1 88.4 101.3 93.7 98.3 94.4 92.9
1982 1 110.4 90.0 93.8 93.7 98. 1 81.8 1.1
2 108.3 92.0 99.7 83.6 100.3 91.2 91.3
3 100.4 g91.0 99.5 92.6 100.5 91.4 90.7
4 93.8 90.7 98.7 91.7 98.4 90.5 90.2
1983 1 98.8 93.3 104. 1 84.6 ge.g 92.7 82.7
2 104.8 91.4 106.8 93.1 98.8 93.3 92.8
3 105.4 g85.3 108.S 85.0 103.1 95.0 93.6
4 110.0 95.4 108.8 96.8 101.8 97.6 95.6
1984 1 112.1 94.6 111.4 97.1 101.9 96.6 97.2
2 104.8 95.1 112.1 98.6 102.7 97.5 98.3
3 108.9 95.8 115:8 100.4 102.0 98.5 97.2
4 107.0 94.5 116.3 101.0 101.2 99.2 98.2
1985 1 10 93.2 120.1 103.6 101.8 99.¢ 97.9
2 116.1 94.3 120.6 106.0t1 100.2 101.7 97.6
3 115.9 94.0 118.3 103.2 100.5 102.7 100.0
4 112.6 95.8 572 .103.3 101.7 103.4 9e.9
1986 1 110.4 93.6t1 118.0 101.5 100.6t 102.8 100. 14
2 110.1 96.5 118.2 102. 1 101.2 103.5 102.3
3 107.8 g7.8 121.0 103.4 102.9 102.3 104.8
2 116.7¢ 100.2 124.2 105.3 104.3 103.91 107.6
1987 1 116.0 98.0 124.8t 105.5 103.4 102.8 106.9
1985 A 115 94 122 106 100 101 97
M 31 95 118 106 100 101 98
J 116 94 121 106 100 103 98
J 116 94 118 103 100 103 100
A 118 93 118 104 101 102 100
S 113 g5 119 103 101 103 100
(0] 112 96 117 103 102 102 99
N 1124 96 118 102 01 106 101
D 112 95 117 104 103 102 100
1986 J 1m 95 119 101 99 102 100
F 110 92+ 118 101 102 104 100
M 110 93 116 102 101 102 1011
A 108 96 118 103 1011 104 102
M 11 96 118 102 101 102 102
) m 98 119 101 101 104 103
1! 109 97 120 103 103 102 105
A 107 98 121 103+ 104 103 104
S 108 98 122 104 103 102 105
0 1124 99 125 105 104 104 107
N 117 101 122 105 104 106 108
D 118 101 125 106 105 102 108
1987 J 107 93 124 105 103 103t 106
F 124 100 126 106 104 103 108
M 116 101 125 106 103 103 107
A 1% 101 125t 107 104 104 108
% 3-month on
3-month +4.6 +2.4 +1.3 +1.0 ~0.2 =~0.1 +0.4
change (2)

(1) Mainly building materials
(3) Average of February to April 1987 compared with the average of November 1986 to January 1987

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



OUTPUT OF PRODUCTION AND CONSTRUCTION INDUSTRIES (1)

(1980=100)
TABLE 3
Production and Construction Production industries Energy(2) Manufacturing 0il and gas
construction extraction
Division 1-5 Division 5 Division 1-4 Division 1 Division 2-4 Class 13
Weights
(parts per thousand 424 63 361 95 266 44
of GDP(0))
1981 95.6 89.9 96.6 103.8 94.0 110.3
1982 97.4 91.6 98.4 110.0 94.2 125.8
1983 100.9 95.3 101.8 115.9 96.9 137.6
1984 102.5 98.5| 108.2 110. 1 100.7 147.1
1985 106.91 99.8 108.1 120.1 103. 8t 150.3
1986 108.9 102.1 110. 1% 125.2 104.8 153.0
Seasonaliy adjusted
1981 2 94.9 89.5 95.8 103.3 93.2 108. 1
3 96.3 90.9 97.3 103.8 95.0 111.4
4 96.6 86.9 98.3 106.5 95.3 114.4
1982 1 96.0 89.1 97.2 104. 1 94.7 113.2
2 97.7 90.6 98.9 110.0 94.9 126.7
3 98.2 92.6 99.2 113.3 94.1 131.5
4 97.6 94.3 98.2 112.5 93.1 181.1
1983 1 99.3 93.7 100.3 112.8 95.8 131.2
2 99.3 92.1 100.6 115.0 95.4 132.8
3 102.0 97.7 102.8 117.6 97.5 141.9
4 103.1 97.8 104.0 118.0 98.9 144.5
1984 1 103. 11 97.8t% 104.0 116.8 99.4 147.6
2 102.0 98.3 102.6 108.1 100.3 146.1
3 102.0 98.6 102.4 105.3 101.4 143.7
4 102.9 98.2 103.7 108.4 101.7 1511
1985 1 105.5 100.3 106.4 115.0 103.3 154.1
2 107.9 99.6 108.3 122.86 104.5 15208
3 106.8 98.7 108. 21 120.8 103.6t 145.8
qric 107.4 100.8 108.5 12118 103.7 148.8
1986 1 107.8 89.0 108.1 127.3 102.6 155.1
2 108.2 101.8 108.3 125.8 103.6 151.9
3 109.8 102.7 111.0 127.6 105.0 158.6
4 110.0 10571 110.8 120.8 107.3 146.5
1987 1 1119 110.4 Tr2st 126.31 107.0 154.3%

(1) The long run series in column 3-5 are consistent with Table 1.
(2) Includes water supply.

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



NOTES TO EDITORS

1e The il‘Qnumbers of output of the production and construction industries in this Press Notice are on the base 1980 = 100
and classified to the 1980 revision to the Standard Industrial Classification (SIC). These industries account for 42 per cent
of gross domestic product; production industries alone accounts for 36 per cent. The index numbers were first published in this
form in September 1983. The monthly index for the production industries covers only the energy (and water supply) Division 1
of the SIC, and manufacturing industries, Divisions 2 to 4 of the SIC. An index of production and construction broadly
equivalent to the previously published "all industries” index of production'" is available only quarterly. These changes were
described in advance in March 1983 Economic Trends. A further article describing the effects of rebasing appeared in October
1983 Economic Trends.

2. The purpose of the index numbers is to measure changes in net output or value added (that is total outputs less total inputs)
at constant (1980) prices. Conceptually, this should be estimated as the difference between outputs and inputs, each valued at
the appropriate prices of the base year. However , this approach, known as double deflation, is difficult to apply reliably since
it requires a great deal of information. In practice, movements in net output at constant prices are generally estimated by
movements in gross output at constant prices. This yields satisfactory estimates, provided the ratio of gross to mnet output
remains largely unchanged, as will generally be the case in the short-term. Further discussion of the concepts of measurement may
be found in "Sources and Methods, Studies in Official Statistics No 37" (HMSO, 1985).

X 19 The index of production is a weighted average of 330 separate indicators, each of which describes the activity of a small
sector of industry. These indicators are obtained monthly where possible but for a number of sectors, representing 17 1/2 per
cent of activity, only quarterly data are available. Two Occasional Papers, one describing the weights and indicators and the
other the sources used in compiling the index, are available.

4, Many of the basic series used to construct the index of production measure either final production or deliveries. Neither
type of series takes account of changes in work in progress and series based on deliveries do not take account of changes in
stocks of finished goods. All of the index numbers in this Press Notice have been adjusted where necessary, for estimated
changes in stocks. An Occasional Paper describing these calculations is available.

5. More detailed tables on the index of production are published regularly in "British Business" and the '"Monthly Digest of
Statistics". The data in this Press Notice can be obtained in computer readable form via the CSO Databank service which provides
macro-economic time series on magnetic tape. Details of the service offered and the Schedule of Charges may be obtained from
the Database Manager, CSO Branch 9, Room 52/4, Government Offices, Great George Street, Llondon SWIP 3AQ (telephone:
01-270-6386). €SO does not offer direct on-line access for these data, but a list of host bureaux offering such a facility is
available on request from CSO.

6. Estimates of the output of the construction industry are compatible with those published by the Department of the Environment
which are available only quarterly, one month in arrears of the corresponding quarters” estimates for the output of production
industries. The aggregate index numbers no longer make use of preliminary estimates for the construction industry based , in
advance of receipt of regular returns from the industry, on broad indicators of activity; they are thus delayed by one month
but are better founded.

7. The index numbers in this Press Notice are all seasonally adjusted, to remove annually recurring month-to-month variations
owing for example, to the incidence of holidays and other regular seasonal patterns of behaviour. The adjustments can only be
derived from analysis of past data and may not be completely appropriate when holiday patterns change sharply. Unadjusted data
may be obtained from CSO.

8. Estimates for the latest few months are always based on partial information and should be regarded as provisional and subject
to revision as more complete data become available. During the lifetime of the 1975-based index,. the average revision
(regardless of sign) to the all-industries index for the latest month was one half of 1 per cent. It is recommended that, to
obtain an assessment of short-term change, attention should be directed to the three-month-on-three month changes. The average
revision to this latter measure was one quarter of a percentage point over the same period. An Occasional Paper 1is available
from CSO describing the effects of revisions.

9. Occasional Papers (price £2.50 each) and off-prints of Economic Trends articles (price £1.50 each) are available from the
Central Statistical Office.

10. Bias adjustments for the index of manufacturing output

In an attempt to allow for understatement in the provisional figures, an improved system of adjustments to manufacturing output
was introduced in January last year. Some detail was included in note 12 of Notes to Editors in the January 1986 Press Notice and
a fuller note on the methodology of the adjustment procedure is available on request from the CSO. The adjustment procedure makes
use of smoothed monthly CBI figures on expectations of growth in output. The bias adjustments, which are additive, included in
the manufacturing figures this month are:

1986 1987
November December January February March April

+0.1 +0.2 +0.5 +0.5 +0.7 +1.3
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - APRIL 1987

This will be published at 11.30am on Thursday 18 June.

2. The index of production rose by 1.5 per cent in the three months to April compared

with the previous three months, by 2.4 per cent compared with the same period a year

earlier and by 0.3 per cent between March and April.

35 Manulacturing output rose by 0.9 per cent in in the three months to April compared

with the previous three months, by 4.6 per cent compared with the same period a year

earlier and by 0.6 per cent between March and April.

4, Recent movements

percentage changes Latest 3 Latest 3 April Latest 3
months on months on on months on
previous 3 same period March 1979111
months year earlier
Index of Production +1.5 +2.4 +0.3 +5.3

within which:

4

Manufacturing +0.9 +4.6 +0.6 -1.9
Energy and Water +3.1 -2.5 -0.5 $2T.2



PERSONAL AND CONFIDENTIAL
until 11.30am 18 June 1987
then RESTRICTED

. 5. After falling back from the 1985Q2 temporary peakj manufacturing output grew
strongly during 1986 to a level in Q4 4% per cent above Ql. Although the first quarter of
1987 was marginally lower, this largely reflected the severe weather in January and the
provisional figures for the three months to April are over % per cent higher than the fourth

quarter of 1986.

6. Energy sector output in 1986Q4 showed a decline of over 5 per cent from the
third quarter, due particularly to reduced oil extraction after a pipeline leak, but recovered
in 1987Q1 to the average level for 1986Q1-Q3. The fall in April reflected a rise in oil

extraction more than offset by low coal and electricity output.

7. After the small decline in industrial production between 198603 and Q4, output has
increased again in the first four months of 1987 reflecting the recovery in the energy sector

and continued growth in manufacturing.

8. Figures for 1987Q1 UK construction output will be published along with the index of
~production. These figures are largely a reflection of the GB construction figures published
by the Department of the Environment on 12 June. Construction output in 1987Q1 is
estimated to have risen by 5 per cent compared with 1986Q4, and by 112 per cent compared
with the same period a year earlier. [NOT FOR USLE: In view of the severe weather in
January this is a very surprising figure. Construction output figures are often subject to
revision and industrial action and computer problems at DoE resulted in the figure being
based on a smaller sample than usual. Thus significant revisions to this figure may well

occur in due course.]

Tt

R D KERLEY
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - MAY 1987

This will be published at 11.30am on Tuesday 14 July,

2. The index of production rose by 1.2 per cent in the three months-to May compared

with the previous three months, by 2.6 per cent compared with the same period a year

earlier and by 1.2 per cent between April and May.

3. Manufacturing output rose by 1.0 per cent in in the three months to May compared

with the previous three months, by 4.6 per cent compared with the same period a year

earlier and by 1.0 per cent between April and May.

4. Recent movements

percentage changes Latest 3 Latest 3 May Latest 3
months on months on on months on
previous 3 same period April 1979H1

months year earlier

Index of Production +1:2 236 +1 2 +5.4

within which:

Manufacturing +1.0 +4.6 +1.0 -1.4
Energy and Water +1.5 =8 +1.5 +26.1



PERSONAL AND CONFIDENTIAL
until 11.30am 14 July 1987
B then RESTRICTED ) 3

5% The series have been revised this month to take account of long-run revisions to data

and the twice-yearly updating of seasonal factors.

6. After falling back from the 1985Q2 temporary peak, manufacturing output grew
strongly during 1986. After falling back in January 1987, thought to be largely a reflection
oI the severe weather in that month, output has continued tc; grow. The May index is the
highest since December 1979,

Te Energy sector output in 1986Q4 showed a decline of 41 per cent from the
third quarter, due particularly to reduced oil extraction after a pipeline leak. Output has
recovered again in 1987, although it has still not reached the levels experienced in the first

three quarters of 1986.

8. After the flatness in industrial production between the third and fourth quarters, of
1986, output has increased again in the first five months of 1987, reflecting the recovery in

the energy sector and the continued growth in manufacturing.

Rt

R D KERLEY
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¢ PERSONAL AND CONFIDENTIAL UNTIL 11 30 AM ON 14 JULY 1987
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MR D NORGROVE \/
Prime Minister's Office

INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - MAY 1987

The provisional index of the output of the production industries for May 1987 will be published
at 11.30 am tomorrow, Tuesday 14 July. A copy of the Press Notice is attached.

Latest figures

The May 1987 index of the output of the production industries - energy and manufacturing - is
provisionally estimated at 113.3 (1980=100, seasonally adjusted), an increase of 1 per cent on
April. For manufacturing the index was 109.1, an increase of 1 per cent on April (see also
paragraph on bias adjustment below).

In the three months to May 1987 the output of the production industries was 1 per cent higher
than in the previous three months; manufacturing output was also 1 per cent higher. Some
industry detail is given in the attached Table A.

Assessment

Manufacturing output reached a temporary peak in the second quarter of 1985 and then
declined by over 1% per cent by the first quarter of 1986. However, output had recovered
this lost ground by the third quarter of 1986 and in the fourth quarter the level of output was
2% per cent higher than in the second quarter of 1985. The provisional estimates for the
three months to May suggest continuing growth in output, after the decline in January, which
is thought to have been largely a reflection of the severe weather in that month.

Trends in the energy sector are more difficult to determine. Output in the last quarter of
1986 showed a decline due, particularly, to reduced oil extraction after a pipeline leak.  In
the first five months of 1987, output has recovered again though not quite to the level of the
first half of 1986.

The underlying output of all production industries in the second half of 1985 was approxi-
mately 1 per cent below the level reached in the first half, but since then underlying output
has increased steadily - mainly reflecting the improvement in manufacturing output.
Published figures showed no change between the third and fourth quarters of 1986, a reduction
in energy output (mainly lower oil extraction) being offset by an increase in manufacturing.
In the first five months of 1987 output increased again reflecting the recovery in the eneray
sector and continued growth in manufacturing.

Bias adjustment for manufacturing output

In line with revised procedures introduced in January last year, figures for manufacturing
output in the latest six months include adjustments to try to allow for underestimation in the
provisional estimates (see also Note 10 of Notes to Editors of Press Notice).

Figures for June 1987

Figures for June 1987 are scheduled for publication on Thursday 13 August.

D C K Stirling
13 July 1987

Central Statistical Office
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Tabie A
Copy No.
++ PERSONAL AND CONFIDENTIAL until release of Press Notice at 11.30 am on July 14 1987 and thereafter unclassified ++
Index of output of the production industries 1980=100
SUMMARY Total Energy and Total Metals Other Chemicals Engineering Food, drink Textiles, Other
production water supply manufacturing minerals and and man-made and allied and tobacco footwear, manufacturing
industries industries mineral fibres industries clothing and
products leather
1985 108.1 120.1 103.8 113.4 94.5 118.9 104.0 101.0 101.9 99.0
1986 110.2 125.4 104.7 110.8 96.9 120.8 102.9 102.5 103.7 104.0
1985 4 108.4 122.2 103.4 112.2 95.6 116.8 103.0 101.3 102.8 99.8
1986 1 109. 1 126.8 102.8 109.3 93.6 118.4 101.5 100.9 103. 1 100.5
2 109.8 125.9 104.0 110.0 96.9 118.9 102.5 101.9 104.1 102.6
3 110.9 127.3 105.0 109.0 97.9 120.9 103.1 102.9 103.1 105.3
4 110.9 121.4 107.1 115.4 99.4 124.9 104.€ 104.4 104.5 107.6
1987 1 112.2 125.6 107.4 1186.3 98.2 125.8 105.7 103.8 104.8 107.4
1987 M 112.8 126.4 107.9 17 101 126 106 104 104 108
A 112.0 123.2 108.0 117 101 127 106 104 105 108
M 113.3 125.0 109.1 125 102 127 107 105 105 109
Percentage change latest 3 months on:
previous 3 months
1.2 *1.5 3120 +3.4 +3.8 +0.4 +1.3 +0.2 +0.1 +0.6
a year earlier
+2.6 =1.8 +4.6 +8.8 +6.3 +7.2 +4.1 +2.3 +1.0 +6.0
1st quarter 1981(a)
+18.5 +22.8 +16.9 +20.3 +13.5 +31.2 +18.8 +4.6 +14.8 #1558
1st half 1979(b)
+5.4 +26.1 -1.4 -8.3 6.2 +16.4 -2.9 +4.3 =127 =2 T
DETAILED Coal and Extraction Mineral oil Other energy Metals Other Chemicals Man-made Metal goods
ANALYSIS coke of mineral processing and water minerals and f ibres not
oil and supply mineral elsewhere
natural gas products specified
1985 67.2 150.3 98.6 105.9 113.4 94.5 120.2 74.0 99.4
1986 79.8 153.0 98.9 1922 110.9 96.9 122.3 67.9 97.2
1985 4 81.1 149.7 87.9 106.8 112.2 95.6 118.1 73.5 98.7
1986 1 80.1 154.3 96.3 114.9 109.3 93.6 118.7 74.6 86.1
2 79.6 152.8 103.1 113.4 110.0 96.9 120.4 68.9 97.5
3 78.3 157.8 101.0 118 109.0 97.9 122.5 65.8 97.5
4 79.1 147.1 99.0 108.7 115.4 99.4 126.7 62.4 97.8
1987 1 75.9 153.0 95.8 115.3 118.1 98.2 127.8 59.4 100.9
1987 M 76 154 93 117 117 101 128 53 102
A 73 153 98 108 117 101 128 63 101
M 75 156 100 110 125 102 128 64 102
Percentage change latest 3 months on:
previous 3 months
) +3.6 =18 =0.7 +3.4 +3.3 +0.4 =0:1 +1.3
a year earlier
=62 ~0.4 =579 -2 +8.9 +6.3 +7.6 -18.3 +3.9
1st quarter 1881(a)
-23.4 +43.6 +U.Y #15.6 +20.3 +13.5 +32.9 -31.4 +14.5
1st half 1979(b)
-21.9 +63.2 =144 +6.7 -8.3 -6.2 +19.1 -55.0 =17.8
DETAILED Mechanical Electrical Motor Other Food Drink and Textiles Clothing, Paper, A1l other
ANALYSIS engineering and vehicles and transport tobacco footwear and printing and manufacturing
cont inued instrument parts equipment leather publishing
engineering
1985 92.0 131.0 87.4 94.4 103.9 95.0 98.3 105.0 98.3 99.8
1986 92.7 129.9 82.6 93.6 105.5 96.4 98.8 108.0 102.6 105.6
1985 4 93.6 128.8 82.2 82.9 104.3 95.2 89.5 105.8 99.1 100.6
1986 1 82.9 126.0 81.4 93.6 103.7 95.1 98.5 107.2 99.4 101.7
2 94.6 126.7 82.1 92.5 104.6 96.3 938.1 108.4 101.6 103.8
3 92.0 131.5 81.3 94.0 106.0 96.6 97.5 108.0 103.2 107.8
4 5.2 135.5 85.6 94.3 107.6 97.7 100.1 108.3 106.3 108. 1
1987 1 91.5 138.0 84.2 94.9 106.4 98.3 101.8 107.4 105.3 108.7
1987 M 92 139 86 95 106 99 102 106 106 108
A 92 139 86 95 107 97 102 107 106 110
M 93 139 86 95 108 97 101 108 107 m

Percentage change latest 3 months on:
previous 3 months

+1.1 4155 #1.:2 +0.5 +0.2 = +0.3 =0..1 +0.6 +0.5
a year earlier

-2.6 +9.8 +5.4 +2.4 +2.6 +1.5 +3.0 -0.6 +5.4 +6.7
1st quarter 1981(a)
+5.6 +50.2 +11.6 -10.0 +8.7 -3.7 +12.2 +17.1 +12.0 +18.7
ist half 1979(b)
-18.2 +34.7 -30.4 +1.,2 +7.8 -2.6 -18.6 =7.2 -0.4 =52

(a) Last trough for production industries (b) Last peak for production industries
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INDEX OF OUTPUT OF THE PRODUCTION INDUSTRIES - MAY 1987

Output of the production industries in the three months to May 1987 is provisionally
estimated to have increased by 1 per cent from the level of the previous three months;

manufacturing output also rose by 1 per cent.

Output of the production industries (to May 1987)

The May index of the output of the production industries - energy and manufacturing -
is provisionally estimated at 113.3 (1980=100, seasonally adjusted). In the three months to
May 1987, production industries' output was 1 per cent higher than in the previous three

months and 23 per cent higher than in the same period a year earlier.

Manufacturing output in the latest three months was 1 per cent higher than in the
nd 4; per cent higher than in the same period a year earlier (see aiso
note 10 of Notes to Editors). Within manufacturing, the output of the metals industry and of
other minerals increased by 3 per cent and that of engineering and allied and 'other
manufacturing' industries by 1 per cent between the two latest three-month periods. There

was little change in the output of the other broad industry groups.

The output of the energy sector in the latest three months was 13 per cent higher than

in the previous three months but 2 per cent lower than in the same period a year earlier.

By market sector, the output of both the intermediate and investment goods industries
increased by 15 per cent between the two latest three-month periods; the output of the

consumer goods industries increased by i per cent.

prepared by the Government Statistical Service

8 |




Output of the production and construction industries (to first quarter of 1987)

Output of the construction industry in the first quarter of 1987 is estimated to have
been 5 per cent higher than in the previous quarter; output of the production and construction

industries was 13 per cent higher.

Revisions
The estimates have been revised to take account of long-run revisions to data and the

twice-yearly updating of seasonal factors.
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OUTPUT OF THE PRODUCTION INDUSTRIES(1)

. (1980=100)
TABLE 1

Broad industry groups Market sectors
Production industries Energy(2) Manufacturing Consumer Investment Intermediate
goods goods goods
Division 1-4 Division 1 Division 2-4
weights 1000 264 736 245 243 512
1981 96.6 103.8 94.0 96.4 91.3 99.2
1982 98.4 110.0 94.2 95.8 92.4 102.3
1983 101.8 115.8 96.8 98.8 83.0t 107.86
1984 103. 3t 110.2¢ 100.8+ 101.7¢ 87.4 106.8
1985 108.1 120.1 103.8 103.8 103.2 112.6
1986 110.2 125.4 104.7 108.0 101.5 116. 14
Seasonally
adjusted
1981 2 95.8 1038.3 93. 11 95.4+ 90.7¢ 98.4
3 97.3 103.8 85.0 97.4 82.0 98.6
4 98.3 106.61 95.3 96.7 92.7 101.7
1982 1 87.2 104.1 94.7 96.1 92.9 99.7t
2 98.8+ 110.0 94.9 85.7 3.7 102.9
3 98.2 113.2 94.1 95.9 92.4 103.7
4 98.3 112:8 93.1 85.6 90.6 103.0
1983 1 100.4 112.8 95.9 97.7 93.6 104.7
2 100.5 114.8 95.4 97.4 90.8 106.6
3 102.8 117.4 87.6 998.9 93.0 108.9
4 104.0 118.3 98.9 100.4 94.4 110.2
1984 1 104.2 116.8 99,7 100.7 95.0 11052
2 102.7 108. 1 100.4 101.8 86.6 106.1
3 102.5 104.9 101.6 102.4 98.3 104.5
4 103.7 108.8 101.6 101.9 99.6 106.6
1885 1 106.4 114.8 103.4 103.6 102.2 108.5
2 108.4 122.7 104.6 103. 4 105.6 114.2
3 108.2 120.86 103.7 104.0 102.2 113.0
4 108.4 122.2 103.4 103.4 102.7 113.5
1986 1 108.1 126.8 102.8 103.9 101.4 115.0
2 109.8 125.9 104.0 105.3 101.0 1156.9
3 110.9 127.3 105.0 106.5 101.0 117.5
4 110.8 121.4 107.1 108.2 102.4 116.1
1987 1 112.2 125.6 107.4 107.5 103.7 118.4
1985 M 108.5t 123.3% 104.5+ 103.0% 105.8 114,44
J 108.8 123.2 105. 1 104.2 105.9t 114.6
J 107.6 118.1 103.5 103.6 102.0 3
A 108.0 119.4 103.8 104.1 102.2 13257
S 108.0 123.4 103.8 104.4 102.3 114.3
0 108.7 123.8 103.3 mne 7 103.2 114.?
N 109.4 126.6 103.2 103.6 101.8 115.8
D 107.0 116.3 1038.7 103.8 103.0 110.5
1986 J 108.4 123.9 102.9 103.0 101.6 114.0
F 109.6 128.8 102.7 104.5 101.2 115.8
M 108.3 127.7 102.7 104.3 101.5 115.2
A 111.0 128.1 104.5 105.8 101.7 117.7
M 109.1 124.6 103.6 104.8 100.8 114.8
J 109.2 124.0 103.8 105.4 100.6 115.0
o 110.6 126.5 104.8 106.2 101.3 117.0
A ¥11.8 128.5 104.7 106.5 100.5 118.4
S 110.8 126.0 105.4 106.8 101.2 117.1
0 111.2 123.4 106.8 107.6 102.4 174
N 1111 122.4 107.0 108.8 102.3 116.3
D 110.3 118.5 107.4 108.2 102.4 114.8
1987 J 11.2 125.2 106.2 107.1 102.9 117.1
F 112.7 125.3 108.2 108.0 103.8 118.0
M 112.8 126.4 107.9 107.4 104.4 118.2
A 112.0 123.2 108.0 107.8 104.3 117.6
M 113.3 125.0 108.1 108.0 104.8 118.2
% 3-month on
3-month *1.2 +15 +1.0 +0.3 *1.4 +1.4

change (3)

(1) Output index numbers include adjustments, as necessary, to compensate for the use of sales indicators (see Notes to EQitors).
(2) Incluges water supply.
(3) Average of March to May 1987 compared with the average of December 1986 to February 1987

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



OUTPUT OF MANUFACTURING INDUSTRIES

(1980=100)
TABLE 2
Metals Other minerals Chemicals and Engineering and Food, drink Textiles, clothing Other
and mineral man-made fibres allied industries and tobacco footwear and leather manufacturing
products(1)
Class 21-22 Class 23-24 Class 25-28 Class 31-37 Class 41-42 Class 43-45 Class 46-42

Weights 25 41 68 325 99 52 126
1981 106.0 89.0 99.51 91.8 98.3 92.7 93.2
1982 103.2 90.8 99.6 82.9 99.8 g1.3t 90.8
1883 104.7 83.9 107.1 84.9 100.9 4.7 93.8t
1984 107.9t 95.11 113.9 99.5¢ 101.8 98.1 97.8
1985 113.4 84.5 118.8 104.0 101.0t 101.8 98.0
1986 110.8 96.9 120.8 102.9 102.5 103.7 104.0
Seasonally
adjusted
1981 2 104. 11 88.5t 88. 11 90.8 96. 9t 92.2¢ 93.1

3 107.4 80.0 102.3 93. 1+ 98. 1 93.4 93.1

4 113.3 88.6 101.4 83.6 98.5 84.3 82.8
1982 1 110.3 89.8 99.7 93.7 99.1 81.9 91.0%

2 108.1 91.8 88.5 93.6 100.2 91.3 812

3 100.4 91.3 99.2 82.7 100.4 91.6 90.8

4 93.8 90.8 98.8 91.6 99.6 90.3 90.2
1983 1 98.6 83.0 103.8 84.8 98.9 82.7 92.9

2 104.8 91.4 106.5 93.1 98.7 93.4 82.8

3 105.6 95.6 108.5 95.1 103.0 95.2 93.7

4 108.8 85.4 109.8 96.7 101.8 97.4 95.7
1984 1 111.5 94.3 111.3 97.7 101.8 96.8 97.3

2 104.5 95.4 § L v | 98.8 102.8 97.7 98.4

3 108.0 96.5 115.6 100.8 101.8 938.0 97.5

4 106.8 94.3 116.4 100.9 101.2 98.1 88.1
1985 1 110.1 83.0 120.0 103.8 101.8 100.0 98.1

2 115.5 94.9 12055 106. 1 100.4 101.7 97.8

3 11557 94.6 118.3 103.4 100.4 103.0 100.3

4 112.2 95.6 116.8 103.0 101.3 102.9 99.8
1886 1 108.3 93.6 118.4 101.5 100.9 103.1 100.5

2 110.0 96.9 118.9 102.5 101.8 104.1 102.6

3 108.0 97.8 120.9 103.1 102.8 103.1 105.3

4 115.4 93.4 124.89 104.6 104.4 104.5 107.6
1987 1 1153 88.2 125.8 105.7 103.8 104.8 107.4
1985 M 117 85 118 106 1014 101 98

N 1154 g5+ 121 106 101 103 98

J 116 95 118 103 100 103 100

A 118 94 118 104 100 102 101+

S 114 95 118 103 101 103 100

0 112 96 17 103 102 102 ]

N 113 96 118 102 100 105+ 100

D 112 25 117 104 102 103 100
1986 J m 96 1211 102t 99 102 100

F 108 92 118 101 102 104 100

M 110 93 116 102 102 103 101

A 109 97 118 104 102 105 103

M 11 96 118 102 102 103 102

J 110 98 120 102 102 104 103

J 110 97 120 103 103 102 106

A 108 98 121 103 103 104 105

S 108 98 122 104 103 103 105

0 113 88 126 104 104 105 107

N 116 100 123 105 104 105 108

D 118 100 126 105 105 103 108
1987 J 107 94 126 105 102 105 106

F 122 100 126 106 105 105 108

M 117 101 126 106 104 104 108

A 117 101 127 106 104 105 108

M 125 102 127 107 105 105 109
% 3-month on
3-month +3.4 +3.3 +0.4 +1.3 +0.2 +0.1 +0.6
change (2)

(1) Mainly building materials
(2) Average of March to May 1987 compared with the average of December 1988 to February 1987

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



OUTPUT OF PRODUCT?ON AND CONSTRUCTION INDUSTRIES (1)

(1980=100)
TABLE 3
Production and Construction Production industries Energy(2) Manufacturing 0i1 and ges
construction extraction
Division 1-5 Division 5 Division 1-4 Division 1 Division 2-4 Class 13
Weights
(parts per thousand 424 63 361 95 266 44
of GDP(0))
1981 95.6 83.8 96.6 103.8 94.0 110.3
1982 87.4 91.6 98.4 110.0 94.2 125.8
1983 101.0t1 95.3 101.8 115.9 96.9 137.6
1984 102.6 98.5 103. 31 110.2¢ 100. 8% 147.1
1985 106.8 98.8 108. 1 120.1 103.8 150.3
1986 108.0 102.1 110.2 125.4 104.7 153.0
Seasonally adjusted
1981 2 94.9 89.5 95.8 103.3 83. 11 108.1
3 9. 41 0.9 97.3 103.8 95.0 11.4
4 96.6 86.9 98.3 106. 6 95.3 114.5¢
1882 1 96.0 89.1 97.2 104.1 94.7 118.1
2 97.6 80.6 98.8t 110.0 94.9 126.6
3 88.2 92.6 99.2 113.2 94.1 131.2
4 97.7 84.3 98.3 112.8 93.1 131.6
1983 1 99.4 93.7 100.4 112.8 85.9 131.3
2 99.3 921 100.5 114.8 95.4 132.6
3 102.1 97.7 102.8 117.4 97.6 141.5
4 103.1 97.8 104.0 118.3 98.9 145.2
1884 1 103.3 87.8 104.2 116.8 99.7 147.7
2 102.1 98.3 102.7 109.1 100. 4 146.1
3 102. 1 99.6 102.5 104.9 101.6 142.8
4 102.8 98.2 103.7 109.8 101.6 151.8
1985 1 105.5 100.3 106.4 114.9 103.4 153.9
2 108.0 99.6 109.4 122.7 104.6 152.6
3 106.8 98.7 108.2 120.6 108.7 145.0
4 107.3 100.8 108.4 122.2 103.4 148.7
1986 1 107.6 89.0 108. 1 126.8 102.8 154.3
2 108.6 101.8 108.8 125.9 104.0 152.8
3 109.7 102.7 110.8 127.3 105.0 157.8
4 110.1 105.1 110.8 121.4 107.1 147.1
1987 1 112.0 110.4 112.2 125.6 107.4 153.0

(1) The long run series in column 3-5 are consistent with Table 1.
(2) Includes water supply.

An obelus in the table indicates that the data are new or have been revised. The period marked is the earliest in the table to
have been revised.



NOTES TO EDITORS

1. The index numbers of output of the production and construction industries in this Press Notice are on the base 1980 = 100
and classified to the 1980 revision to the Standard Industrial Classification (SIC). These industries account for 42 per cent
of gross domestic product; production industries alone accounts for 36 per cent. The index numbers were first published in this
form in September 1983. The monthly index for the production industries covers only the energy (and water supply) Division 1
. of the SIC, and manufacturing industries, Divisions 2 to 4 of the SIC. An index of production and construction broadly
equivalent to the previously published "all industries” index of production" is available only quarterly. These changes were
described in advance in March 1983 Economic Trends. A further article describing the effects of rebasing appeared in October
1983 Economic Trends.

2. The purpose of the index numbers is to measure changes in net output or value added (that is total outputs less total inputs)
at constant (1980) prices. Conceptually, this should be estimated as the difference between outputs and inputs, each valued at
the appropriate prices of the base year. However , this approach, known as double deflation, is difficult to apply reliably since
it requires a great deal of information. In practice, movements in net output at constant prices are generally estimated by
movements in gross output at constant prices. This yields satisfactory estimates, provided the ratio of gross to net output
remains largely unchanged, as will generally be the case in the short-term. Further discussion of the concepts of measurement may
be found in "Sources and Methods, Studies in Official Statistics No 37" (HMSO, 1985).

3% The index of production is a weighted average of 330 separate indicators, each of which describes the activity of a small
sector of industry. These indicators are obtained monthly where possible but for a number of sectors, representing 17 1/2 per
cent of activity, only quarterly data are available. Two Occasional Papers, one describing the weights and indicators and the
other the sources used in compiling the index, are available.

4. Many of the basic series used to construct the index of production measure either final production or deliveries. Neither
type of series takes account of changes in work in progress and series based on deliveries do not take account of changes in
stocks of finished goods. All of the index numbers in this Press Notice have been adjusted where necessary, for estimated
changes in stocks. An Occasional Paper describing these calculations is available.

5% More detailed tables on the index of production are published regularly in "British Business" and the '"Moanthly Digest of
Statistics". The data in this Press Notice can be obtained in computer readable form via the CSO Databank service which provides
macro-economic time series on magnetic tape. Details of the service offered and the Schedule of Charges may be obtained from
the Database Manager, CSO Branch 9, Room 52/4, Government Offices, Great George Street, London SWIP 3AQ (telephone:
01-270-6386). CSO does not offer direct on-line access for these data, but a list of host bureaux offering such a facility is
available on request from CSO.

6. Estimates of the output of the construction industry are compatible with those published by the Department of the Environment
which are available only quarterly, one month in arrears of the corresponding quarters” estimates for the output of production
industries. The aggregate index numbers no longer make use of preliminary estimates for the construction industry based, in
advance of receipt of regular returns from the industry, on broad indicators of activity; they are thus delayed by one month
but are better founded.

7. The index numbers in this Press Notice are all seasonally adjusted, to remove annually recurring month-to-month variations
owing for example, to the incidence of holidays and other regular seasonal patterns of behaviour. The adjustments can only be
derived from analysis of past data and may not be completely appropriate when holiday patterns change sharply. Unadjusted data
may be obtained from CSO.

8. Estimates for the latest few months are always based on partial information and should be regarded as provisional and subject
to revision as more complete data become available. During the 1lifetime of the 1975-based index, the average revision
(regardless of sign) to the all-industries index for the latest month was one half of 1 per cent. It is recommended that, to
obtain an assessment of short-term change, attention should be directed to the three-month-on-three month changes. The average
revision to this latter measure was one quarter of a percentage point over the same period. An Occasional Paper is available
from CSO describing the effects of revisions.

9. Occasional Papers (price £2.50 each) and off-prints of Economic Trends articles (price £1.50 each) are available from the
Central Statistical Office.

10. Bias adjustments for the index of manufacturing output

In an attempt to allow for understatement in the provisional figures, an improved system of adjustments to manufacturing output
was introduced in January last year. Some detail was included in note 12 of Notes to Editors in the January 1986 Press Notice and
a fuller note on the methodology of the adjustment procedure is available on request from the CSO. The adjustment procedure makes
use of smoothed monthly CBI figures on expectations of growth in output. The bias adjustments, which are additive, included in
the manufacturing figures this month are:

1986 1987
December January February March April May

+0.1 +0.4 +0.5 +0.6 +0.7 +1.3



