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Economic trends

Stagnation of the Community’s GDP in the second quarter. —
Quarterly national accounts data for the four largest Member
States point to an estimated 0,2 9% decline in the Community’s
GDP (in annual volume terms) between the first and second
quarters of 1983, compared with an increase of 2,1 % in the first
quarter. The stagnation of the Community’s GDP in the second
quarter was due mainly to weak domestic demand : growth rates
declined for both private and especially public consumption,
while fixed investment contracted once again, although less than
in the first quarter. Stockbuilding slowed down, so that
aggregate final demand contracted by 1,1 9%, compared to an
increase of 5,29 in the first quarter. The real external balance
improved by the equivalent of 0,9 % of GDP in annual terms
(see Table 1 and Graph 2).

The Community figure results from fairly varied performances
in the four largest Member States. In two of them, the Federal
Republic of Germany and France, GDP actually increased ; in
the other two-it declined fairly sharply. In particular, growth in
the Federal Republic was 4,3 % in relation to the previous
quarter. The rise was due to an upturn in gross asset formation,
while private consumption contracted slightly.

GDP growth was more moderate in France at 2,0 %. It was
almost entirely due to the 119 rise in exports. Private
consumption expanded by 1,9 9, after contracting during the
previous quarter, and fixed investment declined at a rate
equivalent to 12 9% in annual terms.

The second quarter was characterized in Italy by a 6,59
contraction in GDP. Domestic demand contracted by 7,7 %,
but the external balance improved slightly owing, in particular,
to the dynamism of exports, although they expanded by only
3,9 9%, much less than the previous quarter’s rate of 19,7 %,.
In the United Kingdom, GDP contracted by 6,0 % ! owing to a
decline in all the components of demand except private

I According to the expenditure measure; according to the output measure GDP was
unchanged between the first and the second quarter (see note to Table 1).

_— This month:

Quarterly national accounts,
— second quarter 1983;
The trend of working hours 1972-82

consumption, which increased by 6,2 9 in the second quarter
after contracting slightly in the first. Gross fixed asset formation
was 21,29 down. Contractions were less pronounced for
exports (down 5,9 %), stockbuilding (down 2,7 %) and public
consumption (down 2,5 %).
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Graph 2 : Major supply and demand components (1975 prices) and price developments, EC total
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TABLE 1: Major supply and demand components at constant prices
(Percentage change on preceding period, annual rates; seasonally adjusted)

GDP! Imports? Exports? Foreign Domestic Change Final Gross Govern- Private
balance? 3 demand in stocks3 domestic fixed ment con-
demand investment con- sumption
sumption .
EC4
1980 QI 3,5 11,8 11,2 =0,2 3,6 -04 4,1 39 2,7 4,5
Q2 — 35,0 —9.1 -10,8 —-04 -4,5 -0,4 —4,2 -84 11 —44
Q3 -1,4 =70 =6,9 0,1 =1,5 -3,0 1,9 =1,8 23 2,5
Q4 0,1 -08 1,5 0,6 —0,5 -0,8 0,4 -0,2 0,7 0,5
1981 QI 0,6 -0,7 8,4 23 =17 =Ll =106 =0,7 5,6 -0,3
Q2 o g —1.8 12,3 3.7 ~5,3 —4,1 -1,2 =30 —4,7 0,5
Q3 1,9 11,0 13,1 0,7 1,2 -0,8 21 0,5 5.3 17
Q4 2,8 5,6 10,0 1.2 1,5 2,6 =141 —4, -14 0,0
1982 Q1 03 53 -70 ~35 39 3,7 0,2 -48 30 1,0
Q2 0,1 22 -34 - 1,6 1,5 1,3 0,2 1,7 -1,7 0,3
Q3 -2,8 -94 -7,5 0,6 -34 -3, -0,3 -0,2 -0,9 -0,1
Q4 22 -2,9 83 3.1 -08 -27 1,9 1.8 1,8 2,0
1983 QI 2,1 6,8 -4,2 =30 52 52 0,0 -6,0 3,2 1,0
Q2 =02 =13 2,0 0,9 =1;1 -1,4 0,3 -1,0 0,2 0,7
Federal Republic of Germany
1982 Q1 -36 16,5 -40 =57 2,3 6,1 -39 -17,6 46 -1,6
Q2 -05 -71 -15 1,7 -22 0,1 -24 7,5 -62 -43
Q3 -30 -84 -8l -03 -29 -0.6 -23 40 -38 -39
Q4 -0,6 -14 4,7 38 —4.5 —5.3 1,1 53 0,7 0,2
1983 QI 2,5 6,0 =52 —-34 6,4 5,1 1,0 —15;5 13 7.5
Q2 . 43 10,2 0,4 =27 7 Ao 2,5 4,8 24,5 1,3 ~0,2
France
1982 Q1 1,0 -56 -19,7 -38 47 03 45 2,0 1,1 6,0
Q2 2,8 16,0 -10,5 =61 9,4 5,0 43 6,8 2,2 39
Q3 = | =76 9,7 4,1 =59 —5,5 -0,6 —3,2 0,0 0,2
Q4 3,3 0,6 14,8 3,1 0,1 =13 1,4 =9,2 2,1 34
1983 Q1 -0,6 7,6 -18,1 -63 6,1 6,6 -04 2,0 2,1 =17
Q 2,0 -197 11,0 7.9 -55 -43 -14 -12,0 0,0 1,9
United Kingdom 4
1982 QI 21 -0,7 —5,7 -14 3,7 1,1 2.5 18,8 4,0 —2,0
Q2 1,4 7,5 3,3 -04 1,8 1,5 0,3 —8,6 1,0 2,6
Q3 2,1 =162 —14,0 0,4 157 ~5.9 8,2 20,0 2,2 7.3
Q4 9,1 -04 17,5 4,6 4,5 -0,4 4.9 =13 43 6,9
1983 QI 59 21,8 -08 -50 11,7 8,7 2,6 10,7 7,5 -1,2
Q2 -6,0 4.6 -59 -27 -34 -27 -0,7 -212 -25 6,2
Italy
1982 Q1 59 72 40 -0,5 6,7 7,1 -0,7 -6,7 08 0,7
-56 -26 -78 -1,5 -44 -27 -1.6 -9, 09 -0,1
Q3 -87 -59 -20,1 -4, -49 -0,5 -4 -188 0,8 -1,6
Q4 -0,7 -1,5 -1,7 -0,1 -0,7 -16 0,9 12,1 0.8 -17
1983 Ql 1,7 =87 19,7 6,5 =47 n.a. n.a —13,8 n.a. n.a
Q2 —6,5 0,0 39 1,0 ~ Tl —6,8

! FR of Germany: GNP.

2 Goods and services; including intra-Community trade; FR of Germany: including factor incomes.

3 Change on previous period as a percentage of previous period’s GDP.

4 The GDP series for the United Kingdom present the estimates from the expenditure side. The estimates from the output side give, for the period considered, substantially different results:

1982 1983
GDP change estimated from the side of Q1 Q2 Q3 Q4 Ql Q2
Expenditure ¢ | 1,4 2,1 9,1 59 -6,0
Output 0,0 2,0 29 0,4 32 0,0

Source : Estimates by the Commission services based on national accounts data for the Federal Republic of Germany (Bundesbank), France (INSEE), Italy (ISCO) and the United Kingdom
(CSO). Figures for Germany do not include the adjustment for calendar irregularities.

Slight contraction in industrial output. — The Community’s ’

industrial output declined in August by 0,3 % relative to July GRAPH 3 : Unemployment (s.a.), EC 9

(see Table A.1). However, as the three-month moving average 2 Number unemployed as 7

increased slightly, the underlying trend of the index was still ¢ of eyt Yo iiingg g
rising. In relation to August 1982, industrial output has
expanded by 0,7 %. Most Member States record expansion over

the past twelve months, in some cases fairly substantial (8,1 9 in i
Denmark, 5,9 % in Belgium, and 6,6 %, in Ireland), more modest

in others (4,0 % in France, 2,3 9, in the Netherlands and 3,5 % in

the United Kingdom). There was no change on a year previously 10
in the Federal Republic of Germany, while output declined by

5,19 in Luxembourg and by 0,9 % in Italy.

Unemployment levels off. — The seasonally adjusted rate of
unemployment rose by only one-tenth of a point in the
Community as a whole in September, to 10,7 %, compared with 8
10,6 % in August (see Table A.2 and Graph 3). While
unemployment as a percentage of the labour force has hardly

changed since March, it is still 8,2 %, up on September of last 7
year, in sharp contrast to the decline of 11,4 9 recorded for the

same period in the United States. The rate has been practically

stable in most member countries: Belgium, Denmark and the 6
Federal Republic recorded increases of one-tenth of a point.

Slightly higher rises were recorded in Ireland, where the rate rose

to 15,3 %, and especially the United Kingdom, where the rate of 5 Men : i
unemployment rose to 12,0 % in September after a temporary
fall in July and August. There was no change in unemployment
in France, Italy or the Netherlands.
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Decline in retail sales. — After two months of growth in May
and June, the volume of retail sales (seasonally adjusted)
contracted by 4,0 % in July. For the first time in several months
it also contracted in the United States, although US retail sales
have expanded by 6,99 over twelve months while the
Community recorded a contraction of 3,0 9% over the same
period. The volume of retail sales contracted in almost all the
member countries from June to July, although to varying
extents (see Table A.4).

Continued narrowing of inflation divergence within the Com-
munity. — The index of consumer prices in the Community rose
by 0,8 9 in September following a rise of 0,4 9 in August; on a
year-to-year basis, the rise was 8,4 % (Table A.3). The trend of
inflation, measured as the seasonally adjusted increase over six
months, picked up again slightly with moderately-rising trends
in the lower inflation countries (Germany, Netherlands and the
United Kingdom). On the other hand, in Italy, where almost
half the month-to-month increase in September was due,
mainly, to the annual indexation of rents, Greece and France, a
continued fall in the trend rate was recorded. These develop-
ments resulted in a marked fall in the divergence of inflation
rates within the Community, as measured by the standard
deviation of the trend rates, to the lowest level since January
1979.

Trend in trade balance improves. — Although the Community’s
deficit on visible trade, seasonally adjusted, is estimated to have
risen somewhat in July (to 1 485 million ECU), compared with
the downward-revised estimate for June (1 186 million ECU),
the trend as measured by a three-month moving average of the
seasonally-adjusted figures, showed a renewed improvement.
The improvement evident during the course of 1983 represents
the resumption of a trend which had petered out during 1982. In
July, the major movements in the balances of the Member States
were a sharp fall in Germany’s surplus and an increase in the
United Kingdom’s deficit (although the figures for August
indicate an improvement in that month for these two countries),
outweighing substantial reductions in the deficits of Italy and
Greece. Also noteworthy in July was the estimate of a small
trade surplus in Ireland following a rapid correction of what had
been an extremely large deficit.

Slight increase in monetary expansion in July. — The seasonally
adjusted money supply in the Community rose by 1,1 % in July
compared with 1 9 in June. Monetary expansion speeded up in
the Federal Republic of Germany and in France, because of a
major increase in bank credit to the economy in both countries,
and in Ireland, but the rate was unchanged in Italy and slowed
down in Denmark, Greece, the Netherlands and the United
Kingdom. The July slowdown in Denmark was short-lived, and
the rate of expansion rose again in August and September
because of the combined effects of all the counterparts of the
money supply. On the contrary, the expansion of M3 slowed
down considerably in August and September in Germany
because of a major increase in banks’ non-monetary commit-
ments. In the United Kingdom the July slowdown was
confirmed in August and actually preceded a contraction in
September, which brought sterling M3 back within the target
range after the overshooting of earlier months.

Interest rates stable. — Average Community short-term interest
rates remained stable at 10,59 in October (see Table A.7).
Variations were very slight except in Denmark, where the
authorities lowered the discount rate by half a point to 7 %, from
27 October, and in Greece. There was a slight rise in Belgium,
the Federal Republic of Germany, Ireland and Italy, and a slight
drop in France, the Netherlands and the United Kingdom—
where the banks reduced their base rate by had a point early in
October. The yield on US Treasury bonds was two-tenths of a
point lower by the end of the month than it had been a month
previously. In September the average yield on long-term public
securities declined by two-tenths of a point to its level of April
because of the fall in rates in Belgium, Denmark, Italy, the
Netherlands and the United Kingdom (see Table A.8).

Dollar lower in October. — The month-average value of the
dollar, in terms of the ECU, fell by 1,6 %, in October after being
stable in September. Within the month, it was falling during the
first half, but partly recovered in the second half. The yen rose

GRAPH 4: Consumer prices EC 10
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further against the ECU in October (by 2,4 9% in month-average
terms) to stand 25 %, higher than in October 1982. In effective
(trade-weighted) terms the yen in October 1983 showed a rise of
21,59% over October 1982 and the USD an appreciation of
2,8 9%, as against an effective depreciation of the ECU of 9,1 %,.
Within the EMS, the Belgian franc remained near the floor of
the narrow fluctuation band throughout October. The other
currencies in the narrow fluctuation band were closely grouped
near the ceiling for much of the month, but the Deutschmark fell
back somewhat the end of the month. Although there was some
intervention during the month by the Belgian National Bank,
pressure on the Belgian franc was not heavy and the spread
between the convertible and financial Belgian francs was slightly
less at the end of the month than at the beginning. The position
of the lira remained little changed during the month. Sterling
was falling slightly against the ECU at the beginning of October
but, later in the month, recovered somewhat.

22 November 1983
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The trend of weekly working hours 1972-82

The average working week was shortened by 7,4%, from 43,2
hours to 40 hours, in the Community as a whole between 1972
and 1982; this represents an annual average rate of contraction
of 0,8%; (see Table 2).! This trend is fairly close to the generally
accepted long-term trend rate of a reduction of about 1%, a year.
However, the movement seems to have gathered momentum
since 1979: from 1972 to 1979, the annual average rate of
reduction was 0,7%; it rose to 0,9% from 1979 to 1982.

During the ten-year period 1972-82, working hours were
reduced substantially (and by much more than the Community
average) in Belgium, France and Luxembourg, in that order.
Developments in Belgium were a case apart: the working week
was quite drastically cut (by 6,0%) from April 1980 to April
1981, and then lengthened again from April 1981 to April 1982.
This is an example of the combination of cyclical effects and
collective agreements. Industrial output fell by 2,3% in 1981,
while collective agreements on shorter working hours (based on
government proposals made in October 1980) came into force;
their effects were mainly apparent early in the year. A relative
improvement in the cyclical situation in late 1981 and early 1982
explains the subsequent increase in working hours.

In France there was no reversal in the declining trend of the
number of hours worked per week. On the contrary, there was ?
remarkable 2,79 reduction in the working week from April 198

"to April 1982, directly associated with a series of sectoral

agreements (following a preliminary agreement between the two
sides of industry in July 1981) and with the order of January
1982 that reduced the statutory working week to 39 hours.

1 The table shows hours offered by employers to manual workers, except those who were absent
for personal reasons (sickness or strikes) during the reference period. The figures include
normal working hours and overtime, but exclude hours not worked for technical or economic
reasons. The data in the table thus reflect changes in working hours due to changes in the
economic situation of firms, and to changes in working hours determined by collective
agreement.

TABLE 2: Average nunber of hours offered to workers per week 1

In Luxembourg, on the other hand, the main cause of the
reduction in the working week, which was particularly rapid
from 1981 to 1982, seems to have been the very adverse cyclical
trend reflected in a 6,8/ drop in industrial output in 1981. The
trend was no doubt reinforced by the ban on overtime and
insplc(:ctions to ensure respect for the provisions on the 40-hour
week.

In other countries the annual rate of reductions in working
hours from 1972 to 1982 was much closer to the Community
average (as in Italy and the Netherlands) or even well below it
(as in the Federal Republic of Germany). In Italy and the
Netherlands, the possibility of reducing working time through
industrial negotiations was not considered until late 1982 or
early 1983. In some Member States, however, the consequences
of the recession caused by the second oil shock are fairly clear,
and show, for example, in the reduction in hours worked from
April 1980 to April 1981: 3,39 in Italy, 1,79 in the Federal
Republic of Germany and 1,99 in Ireland.

Among the countries where the average reduction in weekly
hours worked has been particularly weak, developments in the
United Kingdom seem to merit special attention. A significant
3,19 decline occurred from 1979 to 1980, probably associated
with the collective agreements finalized in several sectors in the
second half of 1979 and the first half of 1980. The number of
hours offered to workers increased, however, to 41,3 for 1981 as
a whole (data for 1982 are not yet available). The United
Kingdom and Ireland are thus the only countries where the
working week exceeds 41 hours. In two other Member States,
the Federal Republic of Germany and the Netherlands, it
exceeds 40 hours, while in the remaining countries the working
week is even shorter. The working week is, thus, 39,5 hours in
France, 38,9 hours in Luxembourg and 38,1 hours in Italy, while
the shortest working week in the Community is Belgium’s 35,6-
hour week.

Rate of change

1972 1979 1980 1981 1982 1979 1980 1981 1982 1982 1982

1972 1979 1980 1981 1972 1972

® 34

B 41,7 37,1 36,9 34,7 35,6 —11,0 -0,5 -6, 2,6 ~ 14,6 -16

D 43,2 41,9 41,8 41,1 40,8 -30 -0,2 -17 =07 =56 —0,6

F 45,0 41,1 40, 40,6 39,5 -87 -0,5 -0,7 -2,7 =122 -1L3
IRL : 43,0 422 414 414 — -1,9 -19 0,0 — —

1 419 39,0 39,2 37,9 38,1 -69 0,5 -33 0,5 =91 -09

L 439 40,3 40,7 40,5 38,9 —-82 1,0 -0,5 -40 —-114 -1,2

NL 439 41,0 410 40,6 40,6 —6,6 0,0 ~1,0 0,0 =75 =038

UK 43,0 42,02 40,72 41,32 : =23 -31 1,5 : —-4,0 —04

EC8 43,2 41,1 40,7 40,3 40,0 -49 -1,0 =10 -0,7 -74 -038

; 'gf %z;a are for April of the relevant year, except those for 1972, which refer to October.
tober.

3 United Kingdom: 1981/1982.

4 Annual average rate of change.

Source: Burostat and Commission services.




TABLE A.1: Industrial production! - Percentage change on preceding period (s.a.)
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TABLE A.2: Unemployment rate - Number of unemployed as percentage of civilian labour force (s.a.)

Change over
12 months
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TABLE A.3: Consumer price index - Percentage change on preceding period
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TABLE A .4: Volume of retail sales - Percentage change on preceding period (s.a.)
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TABLE A.5: Visible trade balance - fob/cif, million ECU (s.a.)
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TABLE A.6: Money stock® - Percentage change on preceding period (s.a.)

1979

1980

1981

1982

1982

Change over

=
=

<

b
=1

]
g
e
E

12 months
Sept. %2

[ D
b PPN

et s B3

—_—

[yt

—

[S TN T

o e e e

—_
—n
-

W

N
g,

|8
<

comoodee..

Py

43
232
(13’2)
84
18,2
( 9’2)

9,2

26
©,2)

~0,4

[y e

=00 oW IO

—

PO BRSPS
tololo| vty

—ON0| WNO =B b oW
O OWONNJ0O\O

—

—

~1\0 O cm_\]l\.}v—‘\o\lb—ﬁkﬂ
\DORNID| W O\O IO — LD

BIDIDI| P =i o fa B Lh =t L0 2
NGO LA BN IR O

=N NOAN— O NS

A= =L RRRRLNS

|
AR RMNO N S

LNOD| AR ULNODWOOLI =

=N LI N g 1 =
TR R TY. RV Y- oY

COL I PWO—OOON. .

AL | SONRN— A

o OO —O—.
RO o Ok

O OoON—,NON.
NS LA =\

—~—

—
P

|
Rt odont Ralotoat=l =1t =1 7" P
NS NN RAR = =N
No= | mivanalclo

10,6
(12,3)

7,1

TABLE A.7: Short-term interest rates!'0

1978

1979

Change over
12 months

—
<

—
=]

-
=
=]

o
g
a

%

—
RS

.

—

f———

—_

[ o G

—_—

[EEE—,

b et ot

—

[EEFON

[Erpeyay—

oot oo

—

.

[SE
Pty St A

o ot ot it

11

—
AN NN . W)
ERpVROLOK AW

——
VOSD| LRSS, .

=l lgonoow vunile

S—w| NS0
=X- N ECroNC N AR Y

—_ U
PP~ | SLAOIAN LN
O—= bl W= aIo htad

—

N0 [ O P AO~ININO Lh 0O N
SOV [ WOWRWWANWRNI U -

—

[= v oLl WM\]}RN#ML"\D
RNV AR RIRDSARWL

—

PO | WA n a0
Lhoo Lh| ~IRI L O\ O\ GO 00 ~J W

—

ARO[ LA NI B LD
SRS I IS REAe LR 1= X =) . ]

—
RO DN W INh ]

PN

—
OO MO I NI DN 10

thina| oo hince=Tl

—
PO | AN LA — 0

—on | Wi wo ot

]
oo comooS W

oooto | Whintooontuool| “n

: Lohg-term interest rates!!

1979

—
<

—t
—

5
s

—
E.
<

7]

1}
=}

o

.._
N
o

—

— ottt

—

P —
A e
ot

ot N ot ot ettt

[ Y UGPSR —

—

[N gy

—

[N .

—

———
SR P 0 b

—

—_

—
2N

——
| L3 b GO

—

—

— et et it ]

—_

._.
.
W

—

e
P90 00 pu =

._.....,..,_.._.._.
.00 00 B

[ ogvy
S

—

[N

—

=o' vl oot

—

SO | WO N L D — 1 N\
N0 | O NGO = =D R B~ =

bk |k ot
OO N‘O\IQ\UIU\I

ot |t ot [\ Bt ot et
o= —SOShn A
FNTYN ANV S0

— i |t

NORN| —HOSENR 0N
iee| ohlohinnxieoha

——
NORN| OSSO K s RSN
W= | OO BN IO B~

—

NON | OO0~ W 00 00
LA 10O R NO DN

——

~31 =N c\cm'\luhmoow-—
WO | =N ~ID O~ &

——

NON| SRomk A
S| cohihoWohah

——
NOR| Seoaw A

ive | avahlocoatohin

——

NON|SXONWR L=
=N Sl N Y N S AT )

bt ek
~1O N O\O‘\O\H))&OOOO
LAV | RO NAOO

| e
~R| e v R

o=t hwicwoivi-tn

el
Q0 == b '—‘\G;\O\)UO&OO

— RN =Ryl ¢

——

NWWO | i LN O W R T

O Om—NI— = O~

NN A AWNOULMOO

: Value of ECU —

1 ECU = ... units of national currency or SDR

1978

1979

1980

1981

1982

1983

1983

July

August

0,353

0,361

2,55
0,583

45,54

b

1,116
2454
0,946

0,981
2435
0,888

0919
216,0
0,848

S| WS
I Y N S

TABLE A.10: Effective exchange rates:

export aspect 12 - Percentage change on preceding period

1978

1979

1981

1982

1983

—
=
—

3

—
—

1
B

May

g

-0,9

Il
—IIN B  N A A N O

|
—_

|
oo

|
|
|
[
pb—l
1
oy
[

|
OO prrOpw—O
oot LWRlo—anoto~
|
oo|beer—oo

|
I SRR
|

bl
|
|
|
—_—— | NN OO
I
—_
|
|
11
11

P OO D
Masotatalo ooty
|
——OONWNO—O
[PPSR RN

P YRS PARY-LY N
OO | 10 = N = NI N
Lol whibhhbhiwaiotof =

[
|
|
|
|

B—= | SO = RO

PO Y Y Y R YCT
|
oleoocoowse

roo—aoao=0
|
£
|
|

we— —oooo——o0

—_

W oo hi—olinh| s

|

|

|

|

i |
(= et Pt ot =t = =g =]
oo | il e

|

|

R RV
|
&
11

D OROD =D
ool | wabhwwivive
|
[SERIFY R RN EREY S 'S

|
S
[=]

W‘EII
w\o

oo
|
|
(=]

-
o
|
At
00—

9
—-29
National sources for Belgium, Denmark, the Federal Republic of Germany, France, Ireland and the United Kingdom ; seasonally adjusted by Eurostat for Greece, Italy and The Netherlands.

=71

8 |

Average weighted by 1975 GDP at 1975 prices and purchasing power parities. For the money suj
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Principal economic policy measures — October 1983

Community (EC)

19.10 The Commission adopted its Annual Economic Report 1983-84 which
discusses, notably, the questions raised at the last meeting of the European Council
held in Stuttgart in June 1983.

This report is proposed to the Council for adoption, after consultation with the
European Parliament and the Economic and Social Committee. It is accompanied
by an Economic Review aimed at presenting a detailed analysis of economic trends
and psrospects. The Report and the Review are published in ‘European Economy’
No 18.

Belgium (B)
30.9 The Government adopted the measures announced on T August when the
main lines of the 1984 budget were presented.

1. On the tax side: :

— the withholding tax on income from securities was raised from 207, to 257;; it
will be accepted in full settlement of liability, but recipients whose investment
income exceeds BFR 1 110 000 will be required either to reinvest the surplus in
new industrial shares or bonds, or to pay a compensatory contribution at
progressive rates;

— the tax on property will constitute full settlement of liability for new
accommodation purchased prior to first occupation;

— the maximum flat-rate allowance for occupational expenses will be raised from
BFR 75 000 to BFR 125 000 from 1985 (for income earned in 1984);

— entitlement to the deduction from tax of BFR 1.200 will be extended to all
taxpayers whose taxable incomes does not exceed BFR 400 000;

— the tax advantages granted to investors in shares or units of unit trusts will be
retained, but the amount deductible for each taxpayer will be reduced from
BFR 40 000 to BFR 35 000;

— the amount of interest from savings accounts exempt from tax was raised from
BFR 35000 to BFR 50 000 per year per househoid;

— tax exemption (‘sécurité fiscale’) will be granted on capital invested in 1984 and
1985 in tangible fixed assets (industrial machinery) or in new shares, on
condition the taxpayer also invests an amount equivalent to one eleventh of the
capital in the mon-interest-bearing five-year Treasury certificates specially
issued for this purpose.

2. On the social security side:

— the sickness insurance contribution of employees, civil servants, pensioners
and the self-employed is raised by 0,75%;

— the flat-rate contribution of BFR 900 payable by one person and childless
households, and the flat-rate deduction of BFR 500 for family allowances will
be reduced by 25%:

- twice-yearly holiday bonuses will be treated as wages; both employers and
workers will pay the same contributions on these bonuses as on wages (24,14%,
and 12,07°, respectively);

- indexation of pensions will apply only up to a limit of BFR 33 000; public
sector pensions will be index-linked up to BFR 34 064 a month, with any excess
being subject to a flat-rate increase.

3.10 The Government presented its draft budget for 1984. Altogether, allowing
for cash transactions, the net cash borrowing requirement amounts to BFR
507 400 million (11,3%, of GDP) compared with BFR 530 900 million (12,79 of
GDP) in 1983.

21.10 The Government adopted certain’ price measures, in particular:

— the selective price freeze was extended until 31 December 1984;

— percentage limits were set on the profit margin of distributors, which had been
frozen in absolute terms since 22 February 1982, except for small and medium-
sized firms; the profit margins of importers and producers are still subject to
limits expressed in absolute terms.

Denmark (DK)

17.10 The arrangements for fixing limits on private banks’ borrowing from the
Nationalbanken (at present 10%; of their net capital) are to be changed.

24.10 A majority in Parliament agreed to various amendments to the
government’s draft budget for 1984. The compromise will result in budgetary
improvements of DKR 5 500 million.

Total savings in 1984 should amount to DKR 8 000 million (compared with target
of DKR 10 000 million, which is still valid). Details of the parliament’s decision:

1. the personal tax allowance for taxes paid to the central government is raised
from DKR 20 000 to DKR 22 200 in 1984. The upper limit on the lowest tax
bracket is raised from DKR 103 200 to DKR 108 200, the tax rate being
14,4%; that on the second bracket is raised from DKR 172000 to DKR
179 000 and the rate applied 28,8% ; for taxable income above DKR 179 000,
the tax rate will be 39,6%,. The personal tax allowance for taxes paid to local
government was raised from DKR 18 700 to DKR 19900, under the
agreement of 7 September. On average, local government tax rates in 1984
should increase to 27,5%,. Compared to the draft budget, a higher personal tax
allowance will be given for each child under 10. The loss in revenue compared
to the draft budget will be DKR 400 million;

2. achange in taxation of married couples results in a shift of payments from
1984 to 1985; arrangements will be introduced to reduce its negative impact on
the budget for 1984 by about DKR 800 million;

3. the contribution to the sickness insurance scheme will be raised from 1% of
taxable income to 1,85%/, which increases government revenue by DKR 2 {00
million and should make the scheme balance;

4. payments by employees and employers to a vocational training fund should
raise revenue in 1984 by DKR 1 400 million;

5. amounts left on the budget for the social pension fund of the order of DKR
200 million and DKR 500 million in 1983 and 1984 respectively, will not be
spent;

6. payments for registration service (apart from the registration fee) could yield
DKR 500 million in 1984; .

7. government financing of social building and of rent subsidies to retired people
will be modified and should reduce expenditure in 1984 by DKR 200 million;

8. postal revenue will increase by DKR 300 million; o o

9. payment for child care will be reduced for lower income categories, implying a
smaller need for free care granted by the administration;

10. subsidies for dairy products are reduced by DKR 300 million;

11. the excise duty on mineral water, etc. is raised, yielding some DKR 200
million;

12. a minor change in social cash benefits for housing will take place;

13. other administrative expenditure cuts should save DKR 400 million;

26.10 Nationalbanken reduced its official discount rate by 0,5 points to 7%,.

Federal Republic of Germany (D)

26.10 The Federal Government announced its intention of selling part of its shares
inthe VEBA concern to the public thus reducing its share in the equity capital from
the present 433/,% to an eventual 25%.

Greece (GR)
None.

France (F)

22.10 The taxation side of the budget for 1984 was adopted by the national
assembly. The deficit was reduced from FF 125 800 million to FF 125 500 million
by an increase in revenue of FF 300 million. The main measure was the
introduction of a surtax for taxpayers whose income tax in 1983 exceeded FF
20 000; the surtax is at progressive rates up to 5% for tax between FF 20 000 and
FF 25 000, 5% from FF 25000 to FF 30 000 and 8, thereafter.

Ireland (IRL)
None.

Italy ()

30.9 The Government approved the statement of estimates setting out the main
lines of economic policy for 1984. The target for growth is 27, that for consumer
price inflation 10,59 as an annual average. To meet these targets, budgetary policy
will reduce the Treasury deficit to 15% of GDP, and incomes policy will limit the
increase in hourly labour costs to 10%,.

30.9 The Government approved the 1984 Finance Act, which sets the Treasury
deficit at LIT 92 865 000 million and includes some of the legal changes required to
achieve this result, in particular:

— therenewal of arrangements for the exceptional supplement to local income tax
(ILOR), for the tax on motor vehicle ownership, and for the increases in
payment in advance of personal income tax (now 92% of tax), corporation tax
(IREPEG) and local income tax (ILOR);

— an increase from 30%, to 36% in the corporate income tax rate;

— amendments to certain arangements for determining the income of
undertakings;

— a freeze on government service staffing;

— an introduction of degressive family allowances for ‘family allowances’ in
excess of LIT 28 million, and the discontinuation of these allowances when
family income exceeds LIT 34 million;

— the introduction of indexation of 75%, for pensions of over LIT 600 000 (full
indexation will still apply to pensions below this amount), and the dissociation
of pensions from wages until the end of 1986;

— the introduction of a ceiling of LIT 21 700 000 million on central government
contributions to the budget of the national social insurance institute;

— adoption of targets and financing arrangements for health expenditure in 1984,
1985 and 1986, of provisions concerning the financial competence of local
health authorities, review of the list of medicinal products eligible for
reimbursement so as to reduce expenditure on these products to LIT 4 000 000
million in 1984;

— an increase in employees’ sickness insurance contributions;

— a decision setting central government contributions to the railways and the
postal services at LIT 1 798 000 million and LIT 1 383 000 million respectively.

30.9 The Government adopted a Decree-Law increasing the withholding tax on

bank interest and income from ‘atypical securities’ (equity certificates) to 257, and

reducing that on bond interest to 10%;. .

30.9 The Government issued a communication announcing the budgetary

incidence of the above and subsequent measures, and of the Decree-Law on social

in§1|]1yance adopted in September; the total amount involved is LIT 47 700 000

million.

5.10 The Government adopted the Decree-Law on the amnesty for illegal

building, which defines the penalties applicable to guilty partics who come forward -

spontancously. )

Luxembourg (L)

The Committee of Benelux Ministers meeting in Luxembourg decided, among
other measures, to introduce a single Benelux document on the observation of
trade within Benelux, and to raise Belgian excise duties on wine.

Netherlands (NL)
None.

United Kingdom (UK)
None.
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