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1. PUBLIC SECTOR BORROWING REQUIREMENT (PSBR) 

The PSBR has been renamed to avoid confusion with other debt measurement statistics and is 
now referred to as the Public Sector Net Cash Requirement (PSNCR).  
 
The Office for National Statistics states: “The Public Sector Net Cash Requirement indicates the 
extent to which the public sector borrows from other sectors of the economy and overseas to 
finance the balance of expenditure and receipts arising from its various activities. The flows which 
count towards the PSNCR are measured on a cash basis (with a minor exception of interest on 
National Savings instruments).” 
 
The PSNCR measurement includes central government, local government and public corporations 
as ‘public sector’. It is important however to note that this is not the measure that is required to be 
used when determining whether the UK has adhered to the terms of the Maastricht Treaty 
requirements in relation to government borrowing.  
 
2. MAASTRICHT TREATY REQUIREMENTS 

In signing up to the Maastricht Treaty (1992) the UK government agreed to the ‘Stability and 
Growth Pact’. Article 104, the ‘Excessive Deficit Procedure’, set the following targets that all 
member states are expected to comply with:-  
 

• Government deficit (net borrowing) – maximum 3% of GDP 
• Government Debt : 60% of  GDP (GDP = Gross Domestic Product) 

 
3. MEASUREMENT OF GOVERNMENT DEFICIT AND DEBT 

In complying with the Maastricht Treaty European governments are expected to provide Eurostat, 
the European Commission’s statistics office, with deficit and debt figures every 6 months (March 
and September).  In providing these figures EU governments are expected to comply with the 
European System of Accounts (ESA95) and refer to the manual “ESA95 Manual on Government 
Deficit and Debt”. This includes guidance on applying the definitions of what should be included in 
‘government debt’. Therefore in response to the query from Alex Neil MSP all European community 
countries should be compiling government deficit and debt figures on the same basis.  
Additional points to note are : 

a) Government Debt relates to ‘general government’ which is defined in ESA95 (S. 13) as 
central government, state government, local government and social security funds. It does 
not necessarily apply to all publicly owned organisations (eg nationalised industries may 
not always be included) since this depends on whether the institution is regarded as being 
a market sector organisation. 

b) Debt is measured at nominal (face) value not market value. 
 
4.  OFFICE FOR NATIONAL STATISTICS 

From 1 April 2008 the Office for National Statistics (ONS) is accountable to the UK parliament via 
the UK Statistics Authority. The ONS is responsible for compiling the UK’s deficit and debt data for 
Eurostat. The data is based on the ONS interpretation of the ESA95 requirements.  
 
5.  POSITIONING OF FINANCING VEHICLES 

The decision as to whether to treat debt as part of general government or not is carried out under 
ESA95. For example the ONS have reviewed the following finance and capital spend initiatives : 

• Local Improvement Finance Trusts (LIFT) – used to invest in English NHS infrastructure. 
The related borrowing is not regarded as part of general government debt. 

 



CIPFA Supplementary 

• Building Schools for the Future (BSF) – used to invest in schools infrastructure. The ONS 
has ruled that each scheme needs to be examined on its own merits. Related borrowing for 
some, but not all, BSF schemes is treated as government debt. 

The “ESA Manual on Government Deficit and Debt” paragraph 1.2 states “The sectorization of non-
profit institutions (NPIs) constitutes a particular case: to be considered as public, a NPI must be 
both controlled and mainly financed by the general government.”  
 
Paragraph 4.1 however states that “Owning more than half the shares of a corporation are a 
sufficient, but not a necessary, condition for control. In addition, government exercises control over 
a corporation as a result of special legislation decree or regulation that empowers the government 
to determine corporate policy or to appoint the directors.” 
Where there are concerns over the treatment of financing vehicles the ONS is responsible for 
discussing the issues with Eurostat which carries out a quality assurance process. As such it is 
likely that any new vehicle for capital financing will at some point require agreement from Eurostat 
on whether it should be part of government debt or not. 
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