










































average percentage changes at 1985 prices

THE ECONOMY

smaller than the service sector and employment in it will continue to
decline as a result of rising productivity. However, the value of its output
will rise and its importance will be vital. For we can no longer rely on large
net earnings from North Sea oil or invisibles, and increased exports of
manufactures will therefore be essential to pay for the imports expected by
2010 to grow to the equivalent of more than 40 per cent of GDP.

Hence manufacturing, which has, in general, been getting less
competitive internationally, will need to be strengthened. Key factors in
this will be higher investment, particularly in R&D, and improvements in
technology transfer and in education and training. If assumptions in the
forecasts are exceeded, the economy should grow faster.
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Government consumption was held down to less than half the rate ofgrowth ofgross domestic product in the late 1980s,
but is forecast to recover to around the same rate as GDP in the course of the 1990s.

Even if, on the assumptions used for the projections, the pace of
economic growth is not greatlydifferent in the next two decades from what
it was in the previous two, the cumulative effects will still be considerable,
with total output increasing by about one half. This will make possible
significant increases in consumers' expenditure and changes in life-styles.
These are considered in the next chapter.

There are two major considerations not allowed for in the forecasts
that may affect the outcome. One is the ending of the Cold War. The
projections are based on the cautious assumption that defence expenditure
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BRITAIN IN 2010

remains at the current level in real terms (ie that it does not rise in line with
economic growth). By 2010 this may be expected to bring savings of
somewhere in the region of £10bn a year.

If it proves feasible to make real reductions in defence expenditure,
then further large savings will be possible. If, for example, defence
expenditure is reduced to hill! the current level, the total saving of around
£20bn a year will be of the same order of magnitude as the total level of
government expenditure today on health and education. The long-term
impact on other areas could therefore be considerable, although it must be
remembered that there will of course be time-lags and problems of various
kinds in shifting resources to new uses.

Consumers Expenditure
1960-1990-2010
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Consumers' expenditure was allowed to rise substantially faster than gross domestic product in the 1979-1990 periol
In the period to 2010 it is forecast to rise at a rate slightly below that of GDP.

The other major development for which no allowance has been
made in the main projections is global warming. If targets are set for
substantial reductions in emissions of greenhouse gases and new measures
such as carbon taxes are introduced (as now seems likely in the course of
the next decade) this will not necessarily require a serious slowing down
in the pace of economic growth, as measured by CDP, but it will require
major changes, not only in the energy sector itself, but also throughout the
economy, particularly in transport and the more energy-intensive
industrial activities. Some of the possible implications of this are outlined
in Chapter 18.
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