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The Economlc and trlnanclal Situatlon in Luxembourg

PART I
THE ECONOMIC AND FINANCIAL SITUATION

IN LUXEMBOARG

(). INTRODUCTION

Luxembourg has outperformed the economies of other
Member States and in particular those of its neighbour
cormtries formore than a decade. Good growthperformance
and a steady increase in employment have been accom-
plished with modest inflation. The rate of unernployment is
l.60/o andby far the lowest in the Commr:nity. The deficit on
the visible trade balance is exceeded for by an important
srphs on the services balance and the current accourt conti-
nues in surplus. The government budget showed a modest
deficit in 1991 after eight corsecutive years ofsurplus and
the gross public debUGDP ratio is only around 3%. Luxem-
bourg fulfills all five EMU convergence criteria and short-
term prospects seem to be better than forany otherMember
States.

This good overall performance was accomplished in spite c,f
a Community-wide decline, since the middle of the 70s, of
the steel indusfy, once the counf5l's major source of value

added. The Luxembourg steel industry, however, had begun
restructuring as early as 1974. Further restructuring at the

beginning of the eighties was zupported by effective govem-

ment (and Community) intervention measures. From the
sixties already, a more general policy for encouraging indus-
hial diversification has been pursued. Private investrnent in
sectors other than steel has been encouraged by a mixture of
direct financial incentives and a policy of flexibility provi-
ding generally favourable business conditions.

Besides industrial diversification, there was also the impres-
sive rise in financial services, particularly enhanced by
liberal banking laws and tax provisions. However, the autho-
rities have been well aware of the risk involved if the
economy were again to become too dependent on one single
branch of economic activity and they continue to advance

investment in other industry sectors. All in all, it appears that

a strong basis lor further economic growth has been estab-

lished.

Graph 1: Relatlve performance of Luxembourg

GDP growth, 1980=100 GDP at constant prlces
per person employed, 1980=100

t25

120

Itd

t tc

ro3

tm

3UA€ WD r XLl{ri G..ilaal.r &.rki

Prlce deflator private consumption

:H:: y"o.:,::,* .*."*

Government receipts and net lending (+)/net
borrowing (-), as a % of GDPennual 7o

aal tanalrbd..

?0

30

60

ao

to
a\i*:*e

h.l.& la.rbi

,o f2 ,a 7G 7A OO

Suna-a wD f Xl
lOca Oc.rlaalca &.rbaa

MWilWnilffiiwilwilffiffiw
ro ar !, et ea l3 ra a, L rc co cr t2 e3



The Economlc end Flnanclal Situetlon ln Lurembourg

I. MACROECONOMIC PERFORMANCE
AND PROSPECTS

Good economlc performance

Between 1980 and l99l outprtr increased by an average of
t.4Yo pr yar and from I 986 to I 99 I annual growth of GDP
was even 4.ff/0. Employment grew by 2.0% per year be-
tween 1980 and l99l W3.6% from 1986 to l99l). Unern-
ployment peaked in 1983 at a level as low as 3.5% of the

labonr force and is cunently l.6Vo,by far the lowest in the

Community. Prospects for 1992 and 1993 are also better than
in most other Member States. After a buoyant 1989 with a
6.9/orise in domestio product, grounh slowed somewbat in
1990, but in l99l economio activity accelerated ag6in. In
spite of a considerable slowing of grourth in neighbouring
counries, total orsput is expectedto increase by tbo$2.T/o
rn1992and2.ff/oin 1993.

Ttroughout the period 1980 to 1991 private consumption
has been an important source of growth in demand" In l99l
private consumption was boosted by a sipificant reduction
of income taxes. Private inrastnent has been showing con-
siderable fluctuations, which is not srrprising given the
limited size of the oconomy. In the las few years buoyant
private inveshnent, both in equipment and constnrctioq has

boosted domestic demand. The ratio oftotal gross fixed capi-
tal formation to GDP amounts now !o more than 25o/o, co*
siderably more than in the surrounding counties or other
Member States.

This remarkable growth performance was accomplished
with relatively modest inflation The early eig[tties saw price
rises ofup to lff/o per year, and average inflation for the

whole period 1980 to l99l is S.2P/o,bnl after 1985 the pace

of price rises eased. Between 1986 and l99l umual inllation
was I point higher than in Germany, 0.5 point more than in
Belgium and a little lower than the Frpnch inflation ra!e. In
1982 the system whereby wages were indexed according to
inflation was zuspended and pay rises were very modest for
a few years. In 1984 uage indexation was reestablished,
however, and in variors wage rounds the "losses" which oc-

cr:rred in the previous years were gradually made up for.
Wages have increased considerably in the last fav yean and

further uprmrd wage presslre is one of the ftw possible me-
dium-term risk factors, particularly if shortages were to
occur in the supply of labour. In the light of the modest size

of the economy, Luxembourg has linked its money to the

Belgian franc and has no independent monetary poliry of its
owIL

This overall picture of good performance should be r.nder-

stood agairxt the background of Luxembourg's size and lo-
cation. Economic outprt is 0.1% oftotal EC outpa. Withort
the sizable inflows of cross-frontier worlcers (relatively im-
portant, but modest in absolute numbers) this continuous
shong growth of production and unployment together with
low unemployment and modest inflation would have been

inconceivable. Resident and non-resident foreign labour rep
resent 45olo ofall jobs. Non-residentworkers account fortwo
thirds of the observed rise in employment in the last few
years and now represent more than 20Yo of total ernploy-
ment.

Since 1986 the level ofGDP per head ofthe population has

been the highest in the Communif and it continues to in-
crease more rapidly than in other Member States. Productiv-
ity growth, expressed as the growth of total ouput (GDP) per
person employed" is one ofthe few areas where there are in-
dications of a less favourable development. Between 1986

and l99l productivity increased by les than l% per year,

which is, along with the Netherlands, the lowest productivity
growth in the Comrnunity. At the same time GDP per person

employed increased by I .6%o pa year in the Cormnunity as a
whole. Some qualiffig remarks should be made here, how-
ever. First, the logic ofthe national accounts definitions im-
plies that the contribution of the banking sector to the
econuny is rnderestimated in the case of Luxembourg. In a
nurnber of cases GNP might be a better measure for output
than GDP (see box on page l0). Second, the incidence of
part-time work has increased. Third the high strare of cross-
frontier workers blurs the interpretation of the GDP per
capita figure. While contributing to GDP;cross-frontier
workers are not accormted for in the population figure, the

demominator in the GDP per head ratio.

Graph 2: Employment
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The Economlc and Flnancld Sltueflon ln Lurembourg

The Monetary Assoclaflon wlth Betglum

One of the particular feahres of the Luxernbourg economy is the monetary association with Belgirmr which has existed
since 1922. Since the second world war, the monetary association has never been questioned except in 1982, wtren the
Belgian franc was devalued. The fact that the Belgian franc in addition to the Luxernbourg franc is legal tender in
Lruembourg has some implications wtrich are both interesting by themselves and in the wider context of Er:ropean
Econornic and Monetary Union.

First of all, Lrxembourg cannot conduct an independent monetary policy. The creation of Luxunbor:rg francs by the
Luembourg Monotary Institute is limit€d by regulation in order not to jeopardize liquidity rnanagement in the mon-
etary union by the National Bank of Belgiuru The range of policy inshuments at the disposal of the Luxernbourg
Monetary Institrxe is limited to direct credit control. This possibility has never been used.

Second, the Belgian and Lrxembourg money markets are unified, as are the foreign exchange markets. Becawe of the
special position of Luxernbourg as an intemational financial centre, its banks play an important role in the money
market and Luxenrbourg is a substantial contihsor to the balance of paymurts of the union. The Luxembotrg banla
typically have a net position in the money market reflecting the reinvesbnent of Belgian deposits attracted by fiscal
considerations. The liquid position of the Luxemborrg banks does not appear to have crealed particular difficrdties for
the conduct of monetary policy in the union as a wtrole, wtrich is explained by the fact that the Belgian Luxernbourg
Economic Union is a price-taker anyhow in credit and goods markes and that for a large part these deposits are rein-
wstedinBelgium.

While it appear-s that Lrxembourg's financial centre has not created particular difficulties for monetary poliry in the
rmioq this seerns less so for its neighbours, to the extent that cross border holdings of deposis could obscure the

relation betrveen the national definition ofthe monetary supply and ultimate targets. The explanation for this differen-
tial impact can be attributed to the price-taking behaviour cf the Belgian-Luxunbourg Economic Union while some of
Luxembourg's neighbours dispose of a certain degree of freedom to formulate an independent money zupply target,

wtrose realisation could be affected by ooss-border holdings of deposits. To the extent that the latter problem exists,

Luxembourg does not seem to be the cause ofit (see chapter 2 ofPart II).

Finally, to the extent that separate monetary indicators exist for Lrxernboug (for example : the money srpply or loug-
t€rm interest rates), they are not relevant for the monetary stance of Luxembourg which largely imports its monetary
conditions. They seem to be more relevant for the situation of the association as a whole or of the larger parhrer. LFR
long-term interest rates, for example, carmot be used to construct a leld curve in order to say something on inflationary
expectations in Luembourg. They appear in conjunction with ttrc evolution of long-term BFR rates more informative
on the evaluation by marlcets of the Belgian economic situation (see chapter 2 of Part II) although attention should be
paid to the relative absence ofthe Luxemborrg Govemment in domestic capital market when comparing interest rates.

Can the experience with the monetary association between Belgirm and Luxernbor.ng, wtrich cu be judged positive

based on its survival for so many 1cars, be extrapolated to the project of monetary union at the European level? A
transposition is difficult, especially because of the big difference in size between the two countries involved, making
the Lu,rembourg economy heavily dependent on factor mobility and an obviors candidate for forming a monetary
rnion, according to the Optimum Cunency Area Theory. Hence, the cost for Lruernbourg of losing the monetary pol-
icy insruments is minimal. This can be illustrated by the low degree of real exchange rate variability which exists

between Belgium and Luxembourg, suggesting that strocla affect both economies in a similar uay. The standard devi-
ation ofthe real exchange rate (based on yearly data on rmit labour coss betwe€m l97l and l99l) is 5 between Belgium
and Luxembourg while it is 6.1 between Luxanboug and the Netherlands, 6.9 between Luxernbourg and France and

7.2 beturcen Luxemboug and Germany.

Nevertheless, some concluions can be drawn from the Belgian-Luxernbourg experience. The advantage of the associ-

ation in terrrs oftansactions cosls and in the stability ofthe rate are clear. Its existence oraer such a long period suggess
that the monetary association has not impeded the economic development of both parhers and in particular that the

impossibility of conducting an independent monetary policy by Luxunbourg was not a drawback. Furthermore, it il-
lustrates that asymmetric shocls are a thrcat to a monetary rniorl even if;, as in the case of the Belgian Luxunbourg
Economic Unioq the smaller region is e)dremely open to the larger. The deterioration of the competitive position of
the union during the seventies affected Belgium much more than Luxembourg also becaue of divergent policy re-
spotses : a fiscal expansion to compeosats for increased unernploymart in Belgirrn and stnrctural measures to encou-
age the development of the intemational banking sector in Luxembourg. Hence, Luxanbourg seerned to have needed

less the derrahution of 1982 for budgetary or economic reasoqs. Indee4 breqking ttrc monetary assocation between the

two countries would have had sigrrificint costs, be'iarse of the openess ofthe smaller region to the larger. In addition,
the Luxerrbourg banks, having a large net position in Belgian francs, would haVe inoned severe losses in case of a
revaluation of the LER vis-i-vis the BFR with possibly important consequences for the economy given the relative size
of the banking sector.
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Since the decline in the steel industry in the seventies, the
tade balance has bee,n in deficit. The intemal dynamisn of
the last few years spuned imports and a cyclical fall in prices
and demand on the steel market depressed exports. The
deficit in visibles has been rising and was LFR 60 billion in
1991. Given the current wealness of the international steel
market and the continuing strength of domestic demand the
fade deficitrnay increase firther. The surphs onthe servicps

balance, an imporAnt part of whictr is from capital earnings
from abroad" is about twicB the size ofthe goods deficit and
the cunent account surplus is sorne 2flo of GDP. In additio4
exports of services - air transport telecornnnnications and
audiovisual services are growing.

A healthy publlc flnence sltuatlon

With the exception of the years 1980 and l98l ttre govern-
ment budget was in surplu for more than two decades. The
public debUGDP ratio is around 3%, the loncst in the Com-
munity. Taking into account the variors investment funds
that exist, the net debt of the central government is actrully
negative. Although the total burden of taxation has gradnlly
been decreased from 58% in 1985 to its current 5270, it is still
among the highest in the Community. h January l99l direct
taxes were srbstantially reduced and the tax s)6tem simpli-
fied. The top income-ta( rate was brouglt doum fiom 56% to
50% and other tax rates reduced accordingly and tax pro-
gfesivity was mitigated. The tax decreases led to a central
government deficit of LFR 8.0 billion (2.0% of GDP) in
l99l which could rise to LFR l5 billion in1992. The exist-
ence of accrrmulated reserves allows, however, for a con-
tinuors neptive bonowing requirement.

Graph 3: Publtc flnence
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With a view to harmonizing taxes in ihe integrated market
VAI rates and excise duties are being increased in a two step
exercise. On lst January 1992 the higher VAI rate was raised
to 15% (from the previous lz%).Tbe overall increase in in-
direct taxation (and prices) is more modest however, than
this rise would suggest. For a nunber of items VAI rates
were actually reduced as they were shifted to lower rate ca-
tegories. In order to limit the effect of tax harmonization on
cross-border shopping the same approach is taken for excise
dutieg which are adapted progressively since 1.1.1992 and
in 1993 will attain the minimum levels agreed on the Euro-
pean level. Some easing of the underlying inflation rate
seems appareot u,hich should facilitate the accommodation
of these measures by the economy. Total annual tax revqlu€
strould ircrease by abou LFR 4 billion; the crrnulated rry-
war{pressure on inflation in this two-year period should not
be more ttran 0.8 percentage points.

The contibrlion from the gorremment budget to social se-
curity provisions is as high as 4V/o and this "fiscalization"
shows a rcndency to increase. Legislation has been voted
which envisages curbing the gradual "fiscalization" of
health care financing. The share in GDP of transfers to
hotseholds declined for a number ofyears after it pealced at
26.3% n I 98 I . It is now rising again an d at 23.T/o of GDP in
l99l it is secmd only to the Netherlands and several points
higher than ir5 for instarrce, France andBelgunn O$lays re-
lated to pensions are particularly generous and becoming in-
oeasingly costly. Given the ageing of the population the
persion s)6tern appears to need revision in the longer term;
either contibutions need to be raised or paynrents lonrered.

2. INDUSTRIALDIVERSIFICATIONAND
REGIONAL INFLUENCE

Before the EC wide crisis in the srcel industry, the Luxem-
bourg arttrorities had recognized the risks involved with the
economy's over-dependemce on the steel industry. Firstly, the
cplical morrements in ttre world steel market implied major
fluctuations in u economy with over 3(P/o of its GDP com-
ing from this branch of induSry; secondly, it uas felt that
both a slowing of long-term denrand for steel on world mar-
kets and increased competition from newly industializing
countries were to put constraints on the sector's long-term
growttr potential. With a vial to steering and accommodat-
ing the structural changes that were considered nooessaq/,
the govemmemt embarked, therefore, on a poliry for indus-
tial diversification This policy approach is pursued at pres-

ent within a context of regional cooperation.

Strong growth in splte of e dbcllne tn the steet tndusEy

The good overall performance in the eighties is, remarkable
since it uas accomplistrcd during a period of a Community-
wide decline and important resmchring of the steel indus-
try once the country's major source of value added.
Resfucnring began as early as 1974, honurcr, when other
producers in Europe were still expanding their production
capacities. kt 1974, employment in the Luxenrbourg steel
seclor peaked at 28 000, but in 1980 it had already fallen to
l8 000. Furtherreshucturing and capacity cuts were requir€d
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at the beginning of the eighties. Between l98l and 1990 the

steel sector's sture in GDR which was still 29% in 1970, fell
further frun l2o/o to 7 .5o/o and its share in total employmant

decreased from ll% to under 5%.

Graph 4: Indushld shocture 7c shares ln value
rdded (1)
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Rationalization and capacity cuts at the beginning of the

eighties were supported by an overall government "Steel
Plan" and subsequently by Community-wide measures

within the European Coal and Steel Community framework.

Sigrrificant stat€ aids were given and the govemment took a

3T/oputicipation in the capital of the major steel company.

With the support of laborr representatives redundant steel-

workers were tsed in the realization of public works instead

of being laid off. With a view to balance the budget, the costs

concerned were not to be financed from bonowing and a

'tolidarity tax" was imposed involving a l0% rise in direct

and indirect taxesl, wtrich was latier reduced to 5% and then

to its actual2.5%.

Pollcy of lndusElal dlverslllcatlon

Investment is encouraged by providing direct financial in-
centives and, on the other hand, by a strengthening of zup-

ply-side factors.

Since 1962, the furancial incentives system has been pro-
gressively evolving in time. Its main elements involve capi-

tal grants towards investnent costs (including investment in
non-tangibles), interest rebates, loans and the provision ofin-
dustrial sites and buildings. Partial tax exernptions for pro-
jects during the development phase may be granted for new

companies and new products. For the audiovisual industry

'tnvestment certificates" were created, which €mtitle inves-
tors to tax deductions. The sitrution as regards industrial pol-
icy provisions is relatively open and transparent. Subsidies to
the manufactr:ring indrsry are lower than in the EC on aver-
age. Nevertheless, specific factors like the diqproportionally
high cost ofthe public transport system, because ofthe small
size of the country, account for somewhat distorted overall
high subsidy figures.

A draft is now pending which is to adapt national indwtrial
policy provisions in line to new EC regulation. This implies
that investment activities, in order to be eligible for state

aids, strould serve regional policy aims, environmental pur-
poses, the enhancement of research and development acti-
vities. In addition, investnent incentives will continue to be

available for the SME's. The Luxembourg authorities stress

their [aditionally highly selective approach to new invest-
ment projects and related requests for financial support.
They do not, therefore, expect this regulatory change to have

much effect on their industrial policy practice.

Generally favourable supply factors and the flexible and re-
sponsive regulation by the Luxembotrg authorities may
have been of as much importance as the specific set of
measures more commonly labelled'tndustrial poliqy''. Lux-
embourg's greater autonomy compared with other'tegions"
of its size may have given it a comparative advantage in this
respect.

Among the more general supply side factors accormting for
the appeal Luxembourg has for investors, the authorities
stress the high level of education, the linguistic skills of the

population and" firthermore, the reliability and quality ofthe
labour force. Another factor that needs mention in this con-

text is the climate of social peace and stability Otat has been

achieved by a continuous effort of consersus building be-
tween governrnent, employers and labour. Another point par-

ticularly stressed by the Luxembourg authorities in
connection with the general business climate relates to their
cautious public finance policy. This policy sterns from the

view that an economy this size cannot afford to run deficits
or to lnve a debt problem without risking the loss of inves-

tors'confidence. A particular "scale advantage" concems the

accessibility of high officials up to minister level and the

possibility that licences and permissions can be delivered
rapidly.

The chernical industry (mainly rubber and plastics process-

ing) is the most noticeable among the'heu/'manufac'turing
activities. Today this sector accounts for 5000 jobs, about
l4%o of total industrial employment. Other'heu/' manufac-
hring activities concem, for instance, non ferrous metal pro-
ducts, machinery construction and glass. In a period of
barely two decades the Luxemboug economy has gone

through a process of very rapid'tertiarization". Between
1970 and l99l the total share of manufacturing in GDP (in-

cluding the steel sector) fell from 45Yo to 24%o; tu;t of the

I [r the aftermath of ttre 1973 oil strock many gonernments raised both their spending and, as taxes were not increased

accordingly, tbeir bonowing. The Luxembourg government also expanded its spending exc€ptionally rapidly, but

adapted taxes accordingly and the budget continued in surplus until 1980.

(2)
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senrioes sector expanded from 4lo/eto 650/o.The indusEial
policy has airned at prwenting the scissor effect by develo-
ping new manufacturing iodtrstries.

The ernergence of the financial sector fomrs a very visibte
sucoess ofthe approach taken since the early 1960's, but
various other service industries rapidly expanded as well.
Exanples are the air tansport indusry and, more reently,
telecommunications and medias. Notwithstanding this
strong growth in tbe teniary sector, output in non-steel
manufacturing has also developed favourably with growth
rates of4 to 5% a )rear throughor, the eighties; therefore, its
sbare in (the strmgly gowing) GDP has remaired a steady
16%. Total emplolment inaon-stoel manufacturinghas been
rising again tom 1984 and emplolment growlh has been
partiorlarly fast in ttte laS fewyears.

A speclllc labourmrrket sltuedon

Resident and non-resident foreigp labor.r represents about
45%o of total employment (5P26 of employees) andTV/o of
new jobs are accounted for by non-resident forcip norkers.
These high perc€otage figrres repres€nt modest numbers in
absoh.te terms, however. The daily inflow of ooss-frontier
workers involves about 42 000 jobs in all. The surrotnding
r€gons have, so far, had little difficulty in coping with this
sitnation and wage lwels there arp still sore 30plo to SV/o
lonrer than in Luxeoborg Tinavelling distarces for the in-
creasing nunbers of daily cotrrmutors from Belgiu4 Ger-
many and France are probably no grealer than the distances
usully tavelled by worters to any other major city or rc-
gional centre in Europe. These flows of workers, although
snicrly spealcing an international phenomenoq should rather
be interpreted as the progressiw integration ofregional la-
born marke6. European integratim will further unphasize
this (inter) regional perspective. Oertain international as-
pects arc, rrcvertheless, involved relating to tatation and the
provision of public goods, e.g. edrstion and training, and
the financing of social security. According to calculations by
the Lrurernbourg authcities, tar( rev€orE might fall by ap
proxirnately 5% ofbudget roceipts wero the principle applied
thattax is paid in the country ofresidence, as proposed bythe
Cornmission.

After several years of strongly rising employmenl shortages
art now becoming apparent for certain categories of laborr.
Consraints may oocur evql on sryply in this "extended' la-
bour market in the long term and this could lead to upward
pressure on wages. A continrution of the qrrent situation
might also involve greater political fridions. Futhermorc,
land prices have gom up coruiderably and the physical avai-
lability ofland - a negative scale factor - is another potential
constraint on firture &velopment.

Pollcy lssues end prospectr

In spite of the possible futue constrainB referred to, the
policies for encouraging a diversified patt€m ofinvestrnent
are being furttrer pursued. tking account of the current la-
bour marftet situatior and the age stsucturs ofthe population,
these are aimed at activities with high value-added per per-
son. Wth a view to improving the infrastnrcture, the sbare of
public investment in GDP has grafually beeo increased to

4%. Priority is giventothe furttrer developme,nt ofhighways,
telecmrmrmications facilities and health and old age infra-
structures. The ar[horities have also offered to co-finance a
high speed train track in France from which the cormtry
would benefit The adtrorities also continue to lay stress m
education and training. Recently a training institute, at
uiwrsity level, for the banking sector has been established.
A cooperation arrangement has been establistred with the
sunouding rcgions with a view to joint adivities in the area
of industrial development and promotion and to provide a
frameuro* for avoiding bottle-necks.

The approach taken by tbe Luxe,mboug government has so
far be€n effective and successful in ensuring a strong basis
for economic growlh. Several questions can be raise4 never-
theless. They concern l) the extent to which government
measures may have distorted the working of market forces;
2) whether the policy of zubsidies represents an optimal rse
of Luembourg tax revenues and 3) ttrc policy approach to
be taken in future. The two latter points are accurhuted by
the increasingly strained situation in the labour market and
by the high level of taxation in Luxembourg. In this context,
it has been suggested that tax resourpes now used for subsi-
dizing industries might find higher returns in portfolio in-
vestment abroad.

The following points deserve consideration in this context.
Firstly, the rationalization and capacity cuts in the steel in-
dustry in the early eiglrties clearly required sigrificant gov-
ernrnent intervention measnres. During that period, given 0re
predomftunce of the steel in&lstry, state aids as a percentage

of GDP to the manufacturing sector were higher than the EC
a\rerage. From 1986, however, they have been lower. There-
fore, in spite ofthe emphasis the authorities put on industrial
policy, actual policy measures are possibly not much at vari-
ance with the approach taken by other govemments. Sec-
ondly, the policies punued (and the results accomplished)
should be seen in a regional context. Although they may
seem urusual in comparison with other Member States (es-
pecially the explicit emphasis they receive), they are less

shiking if compared with the approach taken by other re-
gional authorities. The growth performance, wtrich also ap-
pears exceptional in a nation-by-nation comparison is les
rmcornmon if compared with developnrcnts in other regions
performing well. h additiorq it could be argued that without
these policies - and givur the size of the econorny and the
decline of the steel industry Luxembourg might now not
have been a botm ar€a-

Considerations of competition policy and possible supply
constraints lead to questions about the future policy ap-
proacb. For the time being, one has to conclude that the crn-
rent policy has been successful. The effort to strengthen
cross-frontier regional coordination and cooperation may
provide an opportrmity for avoiding possible future bottle-
necks and frictions and enhancing the efficient use of re-
soursss. Furthermore, the adaptation of national law while
maintaining the principal policy irstnrnents particularly for
rcgional development will emphasiz investment of SME's.


