





Table 1:

Hourly labour cost in industry (manual and non-manual workers, annual averages) O

=
Country 19812 198402 1988 19922
Belgique / Belgié 12.08 13.09 15.43 201
Danmark 9.63 11.9 15.45 19.27
Deutschland 10.93 14.14 18.11 23.14
(old Lander) )
Deutschiand 11.96
(new Lander)
Hellas 3.91 5.69 5.23 6.79
Espana : : 8.95 14.4
France 9.63 12.17 14.95 18.79
Ireland 6.03 7.51 10.33 12.36
Italia 7.4 10.39 13.7 :
Luxembourg 9.71 10.96 13.49 17.17
Nederland 10.73 13.59 16.31 19.2
Portugal : 2.29 2.87 5.34
United Kingdom 7.11 8.84 10.82 12.81
Osterreich & 8.13 10.99 14.75 19.19
Suomi / Finland @ : : : 17.57
Sverige @ ©) 11.89 14.43 19.02
usa ®®© : : : 14.93
Japan & 7.10 10.43 14.51 16.03(8)

(1) Nace B (Total industry except 16 and 17) in establishments with 10 or more employees. ‘

(2) For the EEC 12 Members States, results from Labour Cost Survey 1981, 1984, 1988 and 1992.

(3) Figures requested directly to countries.

(4) Excluding Bremen.

(5) Only manual workers in establishments with 5 or more employees.

(6) All size establishmentes; excluding vocational training and further expenditure.

(7) Manual and non- manual workers in establishments with 30 or more employees.

(8) 1991.

Table 2:

ECU exchange rates from 1988 to 1992 (annual averages) EV;
Country Currency 1988 1989 1990 1991 1992
Belgié/Belgique BEF 43,4284 43,3806 42,4252 42,2232 41,5947
Danmark DKK 7,95152 8,04928 7,85645 7,90852 7,80966
Deutschland DEM 2,0744 2,07015 2,05211 2,05076 2,02038
Espana ESP 137,601 130,406 129,316 128,469 132,513
France FRF 7,03643 7,02387 6,91416 6,97334 6,84881
Hellas GRD 167,576 178,84 201,412 225,216 246,981
Ireland IEP 0,775671 0,776818 0,767769 0,767808 0,760738
Luxembourg LUF 43,4284 43,3806 42,4252 42,2232 41,5947
Nederland NLG 2,33479 2,33526 2,31214 2,31097 2,2749
Portugal PTE 170,059 173,413 181,108 178,614 174,698
United Kingdom UKP 0,664434 0,673302 0,713856 0,701012 0,737558
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Significant rise in labour costs in Portu-
gal and Spain

A comparison of trends in the various Member States
reveals that, between 1988 and 1992 in ECU terms,
Portugal experienced the highest growth rate for labour
costs (86.1%), followed by Spain (60.9%) and Belgium
(30.2%). At the other end of the scale, the Netherlands
recorded the lowest growth rate over the period consi-
dered (17.8%), with the United Kingdom experiencing a
very similar trend.

It should be emphasized that the effects of the monetary
crisis which broke in September 1992 are not reflected
to any great extent in the published figures7. It is highly
probable, for example, that the 1993 data expressed in
current ECU for these countries would show a very
different picture. Today, the effects of exchange rate
movements® are a matter of discussion among the Mem-
ber States. It may well be that certain countries whose
currency depreciated partly or fully compensated, or
even over-compensated, for cost increases in domestic
currency terms by lowering their exchange rates”.

Graph 3:

Two Member States, Greece and the United Kingdom,
were particularly affected by exchange-rate fluctuations
between 1988 and 1992'°. During the period under
review, the ECU rise by 47.4% against the Greek drach-
ma and 11% against sterling. Greece has therefore to a
great extent offset, in ECU terms, the considerable do-
mestic increase in labour costs: the growth rate in ECU
over the four years was 29.8% in comparison with 91.4%
in domestic currency terms. The effect of exchange-rate
movements on growth of labour costs in the United
Kingdom, though far smaller than in Greece, is nonethe-
less significant: 18.4% in ECU as against 31.4% in
domestic currency between 1988 and 1992.

Tables 3 and 4 show:

- the relative position of the various countries in 1992
(hourly labour costs in industry in each country are
expressed in terms of the costs in every other country)
(Table 3);

- the growth factor between 1988 and 1992 (e.g. at the
intersection of the "Luxembourg” row and the "Den-
mark" column is the figure 1.02, which means that the
growth of hourly labour costs in industry between
1988 and 1992 was about 2% higher in Luxembourg
than in Denmark) (Table 4).

Hourly Labour Costs in Industry - 1988 and 1992 expressed in current and 1988 ECUS
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of currency fluctuations on the Intemal Market".

If we also include non-EU countries for which figures are available, Japan is the country with the lowest growth in Labour Costs.
The exchange rate used in this report is the annual average, see Table 2.
These effects have been the subject of a recent Commission Communication to the European Council (COM (95) 503 final): *“The impact

9 The effects of exchange-rate fluctuations between 1988 and 1992 are shown in Graph 4, in which hourly Labour Costs for 1992
(measured in 1988 ECUs) are compared with 1988 and 1992 costs in current ECUs.

10  See graph 3.



Graph 4 below shows the positions of the various coun-
tres relative to the European averages in 1988 (X axis,
where X=0 represents the European average in 1988)
and 1992 (Y axis, where Y=0 represents the European
average in 1992). Over the period in question, the growth
rate of the countries to the left of the diagonal was higher
than the European average, and that of the ones to the
nght was lower. For example, hourly fabour costs in
industry in Spain were 64.9% of the European average
in 1988 and 82.3% of the average in 1992.

Major changes in the structure of labour
costs

It is very difficult to give an overall interpretation of the
global trends in the structure of labour costs for the

1988-1992 period. Of the fourteen European countries
for which data are available for both 1988 and 1992

Graph 4:

(EUR12 minus ltaly, plus Austria, Finland and Sweden),
seven recorded an increase in the percentage of total
labour costs generated by indirect costs, and seven a
reduction.

The structure of labour costs varies considerably from
country to country'’, mainly owing to differences in
national tax, pension and social security systems and
schemes. A comparison between the situations of Fran-
ce and Denmark provides the most striking example of
this. In France, employers pay a large share of social
securit! contributions, which account for 26.7% of labour
costs'%. In Denmark, in contrast, social protection is
financed mainly by the state: Danish income tax rates
are considerably higher than those of the other Member
States, which largely accounts for the small percentage
of indirect labour costs in this country, as social security
adds only 3.5% to total labour costs.

Positions of the Member States relative to EUR-11 averages (1988 and 1992)
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11 Seegraph 5.

12 The reduction of this figure lies at the heart of the debate on ways of promoting employment in France.









