











TABLE 2: Indicators of output and economic sentiment

Range Range 1985 1985 1986 1985 1986
Peak Trough Peak Trough 111 v 1 Oct Nov. Dec Jan. Feb. March
1972/73 1974/75 1979/80 1981/83
B gross domestic product 1980=100 : : : : : : : : : :
index of industrial production 102,5 76,5 106,3 924 103,7 103,1 106,1 104,3 109,7 104,4 : : :
1. industrial confidence indicator +19 -56 -4 =35 -13 -13 -11 -12 -10 -10 -12 =11 —-12 -12
2. construction confidence indicator +9 136 -7 —65 -40 —-38 -36 -36 -37 -33 -37 —-38 -—-35 -34
3. consumer confidence indicator (c) 7,0 — 18,0 -7,0 =31,0 -21 =21 -19 -20 -17 =20 =21 -18 =22 -20
4. share-price index (c) 155,1 98,0 1143 750 1853 176,6 219,7 240,3  208,1 2243 226,7 220, 234,6 266,1
= 5. economic sentiment indicator 1079 99,4 103,0 97,5 101,6 101,7 103,0 103,3 103,2 103,2 102,7 103,2 102,7 1039
DK gross domestic product 1980=100 : : : : : : : : :
index of industrial production 107,7 95,5 121,0 124,2 126,5 130,9 126,2 1224 127,1
1. industrial confidence indicator =22 +13 +14 +9 +5 +9 : : +5 : :
2. construction confidence indicator : : =36 +11 +15 +14 +14 +14 (+14) (+14) +14 (+14) (+14)
3. consumer confidence indicator (c) -16 50 =22 +4 3 7 7 7 Q) Q) 7 (O] Q)
4. share-price index (c) : : : 426,0 447,5 483,6 4836 482,0 480,9 4878 4727 4753 502,0
= 5. economic sentiment indicator 104,6 104,7 103,9 : 104,0 1039 103,8 103,5 103,4
D gross domestic product(b) 1980=100 85,1 833 101,2 98,9 : 107,2 : : B : :
index of industrial production 92,0 82,4 103,1 914 105,0 106,1 106,7 108,4 108,7 103,1 105,8 :
1. industrial confidence indicator +10 —49 +2 —40 -6 ) -2 -4 -4 -2 -1 -3 —4 -6
2. construction confidence indicator -4 -72 +11 —64 —54 —49 —38 —41 —38 —38 —41 —-42 -39 -41
3. consumer confidence indicator (c) o =222 9,0 —31,0 -7 -7 —4 0 -3 -5 -5 -2 0 1
4. share-price index (c) 109,0 75,2 1156 976 2094 2138 256,3 2953 2430 2579 268,0 2999 2879 2982
= 5. economic sentiment indicator 103,83 97,0 103,6 94,7 102,1 102,8 103,7 104,9 103,5 103,7 103,9 104,9 104,8 104,9
F gross domestic product 1980=100 854 842 99,8 1024 : 106,0 : : : : :
index of industrial production 96,7 82,2 105,2 94,8 100,06 101,0 101,0 100,8 103,0 99,2 98,4
1. industrial confidence indicator +29 —49 +5 -39 —-17 -15 —-13 -15 -13 —-14 -12 -18 —-15 =12
2. construction confidence indicator : : -17 -57 —38 -32 -32 -27 =32 (—32) (—-32 =27 (=27) (—27)
3. consumer confidence indicator (c) : -9,0 30 —270 =23 -30 -17 -12 =17 (=17 (-17) =12 (—12) (-12)
4. share-price index (c) 86,6 53,6 101,2 82,7 201,7 2042 2143 283,11 199,2 223,1 245,1 265,8 267,1 316,5
= 5. economic sentiment indicator 107,8 97,6 101,8 95,1 96,6 96,0 98,2 100,2 97,2 983 990 99,4 100,0 101,2
IRL gross domestic product 1980=100 : : : : : : : : : :
index of industrial production 80,4 72,3 103,8 99,6 126,3 122,8 126,4 124,5 129,5 125,1
1. industrial confidence indicator —4] +20 —40 -7 -2 -6 -6 -4 -7 -7 -6 —4 -9
2. construction confidence indicator : : : -27 -29 =28 -24 —28 (—28) (—28) =24 (—24) (-29)
3. consumer confidence indicator (c) 1 —41,0 12,0 —440 -29 -27 =27 —28 =27 (=27) (-27) —28 (—28) (—28)
4. share-price index (c) 858 299 1122 794 1489 1550 169,8 2348 1559 169,7 1838 191,3 189,8 2232
= 5. economic sentiment indicator 109,1 96,7 103,6 98,1 100,2 100,5 100,7 100,9 100,5 100,6 100,7 100,8 100,8 101,2
I gross domestic product 1980=100 804 772 101,2 98,2 : 104,0 : : : : :
index of industrial production 87,9 72,6 104,7 98,1 96,5 96,4 959 948 98,3 947 96,6
1. industrial confidence indicator +31 —-59 +13 —41 -10 -10 -8 —-12 -6 -9 -8 -11 -14 =12
2. construction confidence indicator -8 —-56 -5 =151 -29 -29 —26 -29 -21 —-29 -28 -27 =26 -34
3. consumer confidence indicator (c) c =390 -—12,1 =296 —12 -10 -—14 -8 -15 —-12 -16 -9 -10 -5
4, share-price index (c) 169,6 68,5 1850 116,9 286,8 3159 363,0 4745 3419 359,0 388,0 413,0 4422 5683
= 5. economic sentiment indicator 103,8 97,4 101,6 97,6 101,7  102,2 101,9 103,3 101,9 102,1 101,7 102,8 102,7 104,3
NL  gross domestic product 1980=100 : : : : : : : : : : :
index of industrial production 94,8 87,1 117,5 90,7 104,0 101,7 103,7 102,0 110,0 99,0 104,0
1. industrial confidence indicator +12 —44 +4 =31 -2 -2 -3 -3 -4 -1 -4 -2 -5 -4
2. construction confidence indicator +3 —47 +3 —46 (—-19) (—20) -—-15 -8 -17 —-18 —11 —12 -9 -2
3. consumer confidence indicator (c) 6,0 —15,0 5,0 —37,0 -7 -4 -1 +6 -1 (=1 (-1 +6 (+6) (+6)
4. share-price index (c) : 86,3 1228 928 2551 259,3 2758 3047 257,3 278,5 2874  308,1 298,3 307,77
= 5. economic sentiment indicator 107,8 100,7 105,3 97,1 106,4 106,8 107,9 109,9 107,2 107,9 108,7 109,6 109,7 110,3
UK  gross domestic product 1980=100 946 91,0 102,5 97,7 : 108,3 : : : : :
index of industrial production 92,7 89,6 110,0 938 108,1 108,6 108,9 108,8 110,3 107,7 109,4
1. industrial confidence indicator +9 -60 0 0 0 -6 0 0 0 -8 -2 -7
2. construction confidence indicator : +7 —60 —-25 —-24 —18 -15 —18 (—18) (—18) =15 (~15) (—15)
3. consumer confidence indicator (c) : =325 144 =255 -10 - 10 -7 —11 -7 -7 -7 -7 -4 -11
4, share-price index (c) 78,5 23,3 11,6 1044 2423 2375 256,7 280,3 2484 2623 2593 2603 273,0 3076
= 5. economic sentiment indicator 1038 97,7 1049 98,8 102,3 102,4 102,9 102,8 102,8 103,0 103,0 102,7 102,7 103,0
EUR gross domestic product (axb) 1980=100 85,1 85,5 101,1 101,0 : 106,4 : : : : :
index of industrial production 92,9 83,0 103,2 94,6 103,2 103,2 104,0 104,0 1054 102,5 104,0
1. industrial confidence indicator +16 —49 +3 -36 -7 -7 =5 -8 -5 -6 -5 -9 -8 -8
2. construction confidence indicator : : -1 —48 —38 -3 -29 —-26 =29 (—-29) (-30) —27 (—26)(-28)
3. consumer confidence indicator (c) 4,6 —16,7 08 —220 -—13 -13 -10 =7 -10 -10 -10 -8 -8 -6
4. share-price index (c) 47,0 1154 111,7 2388 2404 2672 3036 2547 270,4 276,5 2892 2939 3277
= 5. economic sentiment indicator 107,5 96,6 104,1 97,4 101,1 101,8 101,6 102,2 101,5 101,6 101,7 101,9 102,1 102,7

(a) Weighted total of quarterly figures for the Federal Republic of Germany, France, Italy and the UK.
(b) For the Federal Republic of Germany. gross national product for quarterly data.
(c) Not scasonally adjusted.




TABLE 3: Monthly survey of manufacturing industry — Monthly questions and the composite industrial confidence indicator (a)

Balances: i.e. differences between the percentages of respondents giving positive and negative replies (s.a.)

Range(b) Range(b) 1985 1985 1986 1985 1986
Peak Trough Peak Trough uI v i Oct. Nov. Dec Jan. Fcb.  March
1972/73 197475 1979/80 1981/83

B Production expectations +31  -56 -4 =37 -6 -5 -4 -6 -2 -6 -5 -4 -8 -5
order books +13 -74 -14 -49 —24 —-25 -20 —21 =23 -17 =21 —-20 -20 -24
export order-books +15 —82 —-19 =55 =27 -27 -28 —-27 -30 -—-26 -—28 —-26 —-27 -—28
stocks of finished products —-14 +37 +2 +18 +10 +9 +8 +8 +6 +7 +10 +8 +8 +7
selling-price expectations +64 —10 +39 +12 +19 +20 +13 +21 +16 +14 +11 +9 +8 +3
industrial confidence indicator +19 —36 -4 =35 —13 -13 -11 —-12 -10 —-10 -12 =11 —-12 =12

DK Production expectations : : : +8 +18 +17 +16 +11 +16 +11

order books : : . —34 +25 +29 +22 +15 +22 +15

export order-books : : o +14 +24 +30 +16 +2 +16 +2

stocks of finished products : : © +24 +4 +5 +10 +12 + 10 +12

industrial confidence indicator : : - 22 +13 +14  +9 +5 +9 +5
D Production expectations +17 —32 +10 —30 +3 +2 +6 +4 +4 +7 +7 +7 +5 +1
order books +5 =73 -6 —59 -14 —-12 -9 —11 -1 =10 -7 -10 —-10 —12
export order-books : : —-14 =50 -9 -8 -7 —13 -6 -6 -8 -8 —-15 -17
stocks of finished products -7 +43 -2 +31 +7 +7 +4 +6 +4 +4 +4 +6 +7 +6
selling-price expectations +55 +4 +38 +4 +17 +14 415 +9 +13 +17 +16 +12 +9 +5
industrial confidence indicator +10 —49 +2 40 -6 -6 -2 —4 —4 -2 -1 -3 -4 -6
GR  Production expectations : : : : +21 +21 +19 +24 +23 +14 +19 +20 +28 +23
order books : : : : ~24 -22 -18 -11 —-26 —-14 -—16 —16 -5 -13
export order-books : : T —33 —-27 30 —22 —-35 -—-30 -26 -29 -—-14 -24
stocks of finished products : : : : +10 +8 +10 +10 +7 +13 +9 +6 +7 +16
selling-price expectations : : : : +32 +29  +42 +25 +34 +45 +46 +27 +33 +14
industrial confidence indicator : : : : -4 -3 -3 +1 -3 -4 -2 -1 +5 -2
F Production expectations +33 —-29 +18 —20 -3 0 0 0 +1 -1 +1 —4 +3 0
order books +26 —69 0 -56 =30 —28 -—24 =27 -23 =27 =21 -31 -28 =21
export order-books +24 —66 +10 —52 -20 —-18 =22 —24 —-15 =26 —24 =27 =30 -—16
stocks of finished products —-14 450 +3 442 +19 +16 +16 +18 +18 +14 +16 +19 +19 +16
selling-price expectations +76 +15 +62 +17 +29 +28 +19 +18 +30 +14 +14 +20 +16 +19
industrial confidence indicator +29 —49 +5 -39 —-17 =15 -13 —-15 -13 —-14 -12 -18 =15 -12
IRL Production expectations =21 +40 —33 +6 +11 +7 +9 +9 +8 +4 +5 +11 +10
order books : —68 +18 —55 -20 -14 -17 —l6 -24 —13 -14 =15 —-13 =21
stocks of finished products 4135 —6 +33 +8 +3 +8 +12 -2 +15 +12 +9 411 +1S5
selling-price expectations o +64 +77  +20 +14 +12 +3 -1 -1 -1 +10 +2 +4 -9
industrial confidence indicator o —d4l +20 —40 -7 -2 -6 -6 —4 ~7 =7 -6 -4 -9
I Production expectations +40 —43 +24 —26 +8 +6 +13 +7 +12 +10 +17 +8 +7 +6
order books +30 -—-82 +7 —66 =21 -20 =21 —26 =19 -22 -22 -23 =29 =25
export order-books +13  —67 -6 —59 -30 —-30 -30 —-30 -29 =29 =3I -34 -28 -29
stocks of finished products —-24 +53 -8 +32 +16 +15 +15 +18 +11 +15 +19 +19 +20 +16
selling-price expectations +76 +10 +87 +37 +39 +36 +34 +26 +37 +34 +31 +29 +24 +25
industrial confidence indicator +31 —-59 +13 —4] —10 - 10 -8 —12 -6 -9 -8 =11 —-14 =12
L Production expectations +84 —80 +40 —66 -1 +3 -5 +3 +4 +6 —24 +12 -8 +4
order books : : +8 —70 +3 +6 +2 -6 +4 +6 -4 —10 -8 -1
export order-books : : +9 —80 -3 +9 21 —18 +6 —27 —42 —-22 —15 -16
stocks of finished products —-14 +74 0 +38 +3 +2 +3 +2 +3 +8 -2 0 +1 +4
selling-price expectations o —46 +74 —38 +17 +24 +18 —-20 +30 +22 +3 0 —13 -—48
industrial confidence indicator : : +16 —65 0 +2 -2 -2 +2 +2 -9 +1 -6 0
NL Production expectations +26 -—26 +20 -—13 +4 +2 +3 +3 +1 +7 +2 +5 0 +3
order books +7 —48 -5 —-42 -5 -5 -8 -8 —10 -8 -7 -5 -8 —11
stocks of finished products -3 +57 +3 +39 +4 +3 +4 +5 +3 +3 +6 +5 +6 +5
industrial confidence indicator +12 —44 +4 31 -2 -2 -3 -3 —4 -1 ~4 -2 -5 —4
UK Production expectations : : +29 52 +20 +19 420 +11 +21  +17  +21 +9  +17 +8
order books : : -2 -85 -7 -5 =5 —-12 -7 -3 -6 —13 -9 -14
export order-books : : -1 =72 -5 -5 -8 - 15 ~10 -4 -10 -15 —-14 -15
stocks of finished products : : -1 +42 + 14 +15 415 +16 +14 +14 +15 +19 +13 415
selling-price expectations : : +70 +7 +23 +20 +16 +14 +17 +16 415 +15 +13 +14
industrial confidence indicator : : +9 —60 0 0 0 -6 0 0 0 -8 -2 =17
EUR Production expectations +24  —30 +15 -20 +7 +7  +9 +6 +9 +8 +10 +5 +8 +4
order books +15 =70 -7 =56 -17 -16 -14 -17 -15 -14 -12 -8 =17 =17
export order-books : : -12 =50 =15 —-15 -16 -19 ~15 -~15 =17 -19 =20 -—19
stocks of finished products -10 +48 -1 +3l +12 +11 +11 +13 +10 +11 +12 +14 +14 +12
selling-price expectations +64 +9 +53 +22 +25 +22  +21 +16 +23 +20 +19 +18 +15 +14
industrial confidence indicator +16 —49 +3 =36 -7 -7 =5 -8 =35 -6 -5 -9 -8 ~8

(a) The indicator is an average of the responses (balances) to the questions on production expectations, or&cr-books and stocks (the latter with inverted sign).
(b) These are the extreme (high and low) values of the balances of the different questions, reached in the course of 1972-1975 and 1979-1983, respectively.

Note: (s.a.) = seasonally adjusted. 1 = not available. { ) = estimated. Source: European Community business surveys.




TABLE 4: Consumer opinion on economic and financial conditions

1984 1985 1985 1986
March Apr. May June July Aug. Sept. Oct. Nov Dec Jan. Feb. March
B Consumer Confidence (a) ~27 -21 —-22 -21 —-17 =20 -21 —-18 —-22 -20
Financial situation of households
over last 12 months =31 -23 -28 -27 -19 —-16 -—18 -16 -—18 -16
over next 12 months —18 -13 -15 —-17 -10 -10 -7 -4 ~-10 -8
General economic situation
over last 12 months -57 -33 —42 -4 —-14 =25 =27 =27 —=32 =30
over next 12 months —33 —-17 . —26 —-25 : : : -2 -9 -13 -9 -17 ~14
Major purchases (at present) 6 —18 : 2 8 : : =37 —40 -—-38 —-34 -35 =33
D Consumer Confidence (a) —-10 -7 -9 —-10 -8 -—-10 -8 -7 —6 -3 -5 -5 -2 0 1
Financial situation of households
over last 12 months —11 -8 -0 -8 -9 -10 -8 -8 -7 -4 -7 =17 -2 =2 =3
over next 12 months -6 -4 -5 -5 -3 -4 -4 -3 -4 -1 -3 =2 -1 0 0
General economic situation
over last 12 months —14 -11 -15 ~-15 =13 —-17 —-12 —11 -8 -5 -6 -4 -1 0 3
over next 12 months —10 -6 -8 -8 -7 —-10 -8 -8 -5 -3 -2 -3 -1 0 2
Major purchases (at present) -9 -8 -§ -14 -9 -8 —-10 -6 -6 -4 -7 -8 -3 1 b
GR Consumer Confidence (a) —~4 -5 -2 —-16 -13 -16
Financial situation of households
over last 12 months ~8 -8 -1 -15 -18 ~19
over next 12 months 6 2 15 —11 -6 -6
General economic situation
over last 12 months —4 -10 1 : : : . =24 —-23 =26
_over next 12 months 10 3 19 : : : . —14 -3 =5
Major purchases (at present) —24 -20 —-23 - 18 -16 =22
| Consumer Confidence (a) —-15 -12 -16 —-12 -14 -12 -—-11 =11 -9 —-15 -12 -16 -9 -10 -5
Financial situation of households
over last 12 months —-12 —-10 -1 -1 -11 -10 -8 -8 -9 —-10 -—-10 -—12 -6 -8 -7
over next 12 months -3 =2 -5 -1 -2 =3 -2 -2 -2 -5 =3 -4 1 -1 0
General economic situation
over last 12 months —-31 -26 -3] -28 —-29 -26 —24 -—-24 -—-22 -30 -27 -30 —-24 -22 -16
over next 12 months -9 -8 —15 -7 —-10 =7 -4 -4 -3 -16 -9 -16 -3 -5 6
Major purchases (at present) -~ 15 —15 -16 -15 —-19 -14 -16 —-16 -8 —-13 -—-13 -—1I8 -13 -15 -9
UK Consumer Confidence (a) -4 —-10 -13 =11 —-11 =11 -=10 ~—12 -9 -7 -7 -7 -7 —-14 ~11
Financial situation of households
over last 12 months —15 -16 -18 ~20 -18 —-18 —-16 —19 —14 —-13 -—-14 -—12 =11 =17 -16
over next 12 months -3 -5 -6 -8 -8 -6 -5 -7 =5 -2 -4 =2 -4 -7 -6
General economic situation
over last 12 months -25 -37 —-47 —-33 —-35 -—-41 -—-38 -—38 -—-36 -—-31 -30 -27 -31 —-44 -37
over next 12 months - 10 - 16 -15 —-14 -16 -19 —-17 =20 —-16 —-13 —13 —12 -16 —-25 -20
Major purchases (at present) 31 24 24 18 24 28 26 25 24 25 24 17 27 24 23

(a) The indicator represents the arithmetic average of results for five questions, namely the two on the financial situation of the household. the two on the general cconomic situation and that concerning

major purchases at present.
Source: European Community consumer survey.

First results of a survey on labour market flexibility
in European manufacturing industry?!

The purpose of this survey. — The battle against unemployment
in Europe must be conducted from both the supply side (the key
phrases here are moderate increase of real wages, institutional
changes on the labour market, the completion of the internal
market, the promotion of innovation, etc.) and the demand
side (particularly private and public investment, tax reductions,
etc.)?. There is no longer any real dispute about a recommenda-
tion in this general form, but perhaps there are differences

! The national instutions which carry out the monthly EC business surveys
were responsible for the technical execution of the company survey. Altoge-
ther some 8,000 industrial firms took part in the survey, which was carried
out at the end of 1985. The results were weighted by size of company and
main manufacturing activity, so that any deficiencies in the sample could
be smoothed out. The large number of cases and the method of data
processing ensure that the survey results are representative of European
industry. Apart from Spain and Portugal which were not members of the
Community when the survey was designed, all the member countries except
Denmark took part. The full report on the survey in industry as well as
on the other surveys in retail and whole-sale trade and the one directed
to employees will be published in European Economy, No. 27 (forthcoming
in June 1986).

2 A detailed analysis can be found in the Commission’s Annual Economic
Report 1985-86, ‘A comparative growth strategy for more employment’,
European Economy no. 26, 1985.

concerning the weight which economic policy should attribute
to individual measures and the employment effects to be expec-
ted from them. Above all there is uncertainty as to how institu-
tional changes on the labour market, e.g. more fixed-term
contracts, more flexible working time arrangements, etc., would
affect the level of employment. In order to obtain some indica-
tion, the Commission services organized two special surveys in
the member countries. The first survey, the results of which
have already been published, was addressed to employees in
Europe?, and the second survey to companies.

e On average, European industrial companies judged the pre-
sent size of their workforce as still somewhat too large, except
in the Netherlands and the Federal Republic of Germany.
The excess of workers in European industry applies almost
exclusively to unskilled workers and office and sales staff.
Skilled workers and especially technicians and technologists
are in short supply in about one fifth of the companies
interviewed. This supports the view that vocational training
and advanced training should be stepped up.

e When asked why they did not employ more labour at present,
companies put as the first reason the insufficient level of

¥ Sec European Economy. Supplement B. October 19%5.







