








Labour costs, total economy

Labour costs in industry

TABLE |: Labour cost indicators — % change on preceding year & index (1975 = 100)
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TABLE A.!l: Industrial production (a)
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TABLE A.6: Short-term interest rates (m)

1986 1987 1986 1987 Change
1982 1983 1984 1985 1986 I n m v ; P— F— .y P ——
% (¢)
B 14,1 10,5 11,5 9,6 8,0 93 7.3 7.3 7,5 7,4 7,3 7.4 7,4 7,5 78 1,7 7.4 -1,9
DK 16.4 12,1 11,5 10,0 9,1 9,1 9,1 9,2 9,2 10,7 9,2 9,2 9,2 9,2 11,0 11,0 10,7 1,6
D 8,8 5.8 6.0 5.4 4,6 46 4,6 46 48 40 4,6 4,7 4,7 48 4,1 4,0 4,0 -0,6
GR 20,2 19,4 15,7 17,1 19,9 21,8 22,1 15,8 18,9 233 15,8 17,0 20,8 18,9 14,4 19,4 23,3 1,5
E 16,3 20,1 14,9 12,2 11,6 11,8 125 11,5 12,1 16,2 11,5 11,5 11,5 12,1 12,5 12,5 16,2 44
F 14,6 12,5 11,7 99 7,8 8,3 7,2 7,3 85 7,9 7,3 7.4 7,6 8,5 8,6 8,3 7,9 0,4
IRL 17.5 14,1 13,3 11,9 12,6 14,5 9.0 11,0 139 13,3 11,0 13,9 144 139 14,1 14,3 13,3 -1,2
I 20,1 18,1 17,2 15,1 12,7 14,8 12,1 10,9 11,6 10,6 10,9 11,3 11,6 11,6 11,8 11,4 10,6 —4,2
NL 83 57 6,1 6,4 5,7 5,4 6,1 54 6,4 5.5 5,4 5,4 5,8 6,4 5.4 5,4 5,5 0,1
P 16,8 20,9 22,5 21,0 15,4 16,0 13,7 149 14,1 13,2 14,9 14,2 13,3 14,1 13,4 13,4 13,2 -2,8
UK 12,2 10,1 10,1 12,3 10,9 11,4 98 10,9 11,2 9.9 10,9 11,2 11,4 11,2 11,1 10,8 9,9 -1,5
EUR12(n) 13,8 12,0 11,2 10,5 9,0 9,7 8,7 8,5 9,1 8,8 8,5 8,7 8,9 9,1 9,0 8,8 8,8 -0.9
USA 10,6 8,7 9,5 1,5 6,0 6,5 6,1 54 58 58 5.4 53 5,5 5,8 5.8 5,6 58 -0,7
JAP 6.8 6,5 6,3 6,5 5,0 5.3 4,7 48 43 4,0 48 48 43 43 43 38 4,0 -1,3
TABLE A.7: Long-term interest rates (o)
: 1985 1986 1986 1987 Change
1982 1983 1984 1985 1986 v 1 1l 1 v Aug.  Sept.  Oct.  Nov.  Dec. Jan. Feb. 12 months
% (e)
B 13,5 11,8 12,0 10,6 7,9 9,6 8.4 79 7.4 7,5 7,2 7,4 7,3 7,4 7,7 7,6 7,6 -1,8
DK 20,5 144 14,0 11,6 10,6 9.9 9,5 10,2 11,1 11,6 11,4 11,1 11,0 11,7 11,6 11,3 12,4 29
D 9,0 7.9 7.8 6,9 5,9 6,5 59 5,9 5,8 5,9 5,7 58 6,0 6,1 5,9 58 5,7 0,5
GR 15,4 18,2 18,5 15,8 15,8 15,1 15,1 17,1 13,6 14,7 18,2 13,6 14,5 14,7 14,7 17,7 17,2 2,2
E 16,0 16,9 16,5 13,4 11,4 12,3 12,2 11,0 11,1 10,4 11,5 11,1 10,2 10,3 10,4 10,7 10,6 -1,7
F 15,6 13,6 12,5 10,9 8,4 10,5 8,4 8,0 7.8 8,9 7,6 78 8,1 8,7 8,9 8,9 8,8 0,1
IRL 17,0 13,9 14,6 12,7 11,1 11,8 9,4 9,3 12,5 13,0 10,8 12,5 13,7 13,5 13,0 12,6 12,4 1,7
I 209 18,0 149 13,0 10,5 13,1 12,4 9.7 9,3 8,9 9,9 9,3 9,2 9,1 89 8,8 8,7 —4,2
L 10,4 98 103 9,5 8,7 93 9.1 8,7 8,5 8,1 8,1 8,5 8,5 8,5 8,1 8,1 : -1,1
NL 10,5 8,8 8,6 7,8 6,8 7,5 6,9 6,9 6,5 6,9 6,5 6,5 6,7 6,7 6,9 6,7 6,8 -0.4
P 25,3 30,4 32,5 254 17,9 22,1 20,3 19,4 15,6 16,0 16,0 15,6 14,9 15,0 16,0 14,8 15,0 -59
UK 12,7 10,8 10,7 10,6 9.8 10,5 8,9 9,3 10,6 10,3 9,4 10,6 10,6 10,8 10,3 10,0 9,6 0.4
EURI2(n) 144 12,8 12,1 10,6 8,9 10,2 9,2 8,6 8,6 8,7 8,5 8,6 8,6 8,8 8,7 8,7 8,6 -1,1
USA 12,2 10,8 12,0 10,8 8,1 9,6 8,0 8,2 8,1 1,7 7,7 8,1 8,0 7.8 1,7 7,6 1.7 -14
JAP 83 7.8 7.3 6,5 52 5,8 47 5,1 57 52 5,0 57 55 5,4 5,2 5,0 5,0 2
TABLE A.8: Value of ECU = ... units of national currency or SDR
1986 1987 1986 1987 Change
1982 1983 1984 1985 1986 I 11 m v I Sept.  Oct.  Nov.  Dec. Jam. Feb. March 12 months
% ()
BFR/LFR 44,68 4544 4544 4491 4378 4435 4393 43,65 4327 42,87 4345 4325 4333 43,28 42,87 42,73 42,99 -29
DKR 8,15 8,13 8,15 8,02 1,94 7,98 796 7,94 7,86 7,81 7,93 7,85 7,87 7,86 783 7,79 7,81 -2,1
DM 2,38 2,27 2,24 2,23 2,13 2,17 2,15 211 2,08 2,07 2,10 2,08 2,09 2,08 2,06 2,06 2,08 —4,0
DR 65,30 78,09 8844 1057 1374 1332 1350 1379 1434 151,1 1389 140,7 1433 146,6 1498 151,3 1521 13,3
PTA 107,6 127,5 126,6 129,1 1375 .1362 1369 1370 1397 145,0 1377 138,6 140,1 140,6 1440 145, 4 1457 7,1
FF 6,43 6,77 6,87 6,80 6,80 6,66 685 6,87 6,82 6,89 6,87 6,82 6,82 6,83 6,88 6,87 6,81 39
IRL 0,690 0715 0726 0,715 0,734 0,715 0,708 0,745 0,765 0,775 0,763 0,765 0,765 0,765 0,772 0,775 0,777 8,7
LIT 1324 1350 1381 1447 1462 1476 1476 1454 1443 1469 1448 1442 1443 1443 1463 1468 1476 0,4
HFL 2,62 2,54 2,52 2,51 2,40 2,45 2,42 238 2,35 2,33 2,37 2,35 2,36 2,35 2,33 2,33 2,34 -39
ESC 78,0 98,7 1163 1302 147,1 141,3 143,8 1490 1539 159,4 1508 1528 1538 1552 158,5 160 0 1599 12,6
UKL 0,561 0,587 0,591 0,589 0,672 0,642 0,636 0,681 0,727 0,729 0,698 0,729 0,723 0,727 0, 738 0, 740 0,711 9,1
USD 0981 0,890 0,789 0,762 0,984 0924 0959 1,013 1,038 1,125 1,028 1,040 1,029 1,045 L2 1130 1,132 18,6
YEN 2435 2114 1870 1805 1650 1733 1628 1578 1664 172,2 159,0 162,5 167,7 169,5 171 9 1734 71,3 0,5
DTS 0,888 0833 0,767 0,749 0,838 0,821 0,828 0,842 0,859 0,895 0,849 0, 858 0,858 0,865 0, 897 0,896 0,892 74
TABLE A.9: Effective exchange rates: export aspect (p) — Percentage change on preceding period
1986 1987 1986 1987  Change
1982 1983 1984 1985 1986 1 1 1l v 1 Sept.  Oct.  Nov.  Dec Jam. Feb. March 12 months
% (e)
B‘% 92 -28 -2,2 0,9 6.4 2,0 1,3 1,5 1,7 2,6 0,6 09 -0l 04 2,1 06 -08 6,2
D —4.4 -0,6 -3,7 1,2 7.5 2,3 0,6 0,6 2,7 2,7 0,3 1,9 -0,1 0,5 2,1 09 -08 7.2
D 5.0 40 -1,5 0,4 11,3 3,7 1,2 1,9 2,9 3,1 0,8 1,3 0 0,7 2,5 05 -09 94
GR -80 -18,1 -142 -157 -204 -3,1 -1,1 34 -3,1 -3,2 -0,7 09 ~-1,7 -19 -0,7 -06 -07 -8,7
E -6,0 -17.2 -2,3 -2,2 -0,5 1.5 01 -14 0,8 -1,4 -0,2 -0,1 -1,0 0,1 -0,7 05 -0, -2,1
F 83 -7l —47 1,1 5.5 29 29 0,7 1,9 1,2 0,2 1,4 0,2 0,2 0,9 06 -08 A
IRL -1,1 —4,1 —4,2 1,1 48 2,7 1,2 -2,6 -0,7 0,6 -0,2 1,0 -0,2 0,6 0,6 0 -1,1 -3l
I -6,9 -38 =51 =51 4,7 31 04 2,8 2,1 0,3 0,5 1,0 0 0,5 0,2 01 -08 4,1
NL 5,1 2,0 -1,5 0,3 8,2 2,6 1,1 2,5 1,9 2,2 0,4 0,9 0 0,5 2,0 02 -08 6,8
P -129 -21,1 -17,3 -114 -6,7 -04 -1,3 -2,1 -2,0 -1,7 -0,7 -0,7 -0,6 -0,5 -0,7 06 -03 -74
UK 44 70 47 02 67 -6,0 16 -55 =56 -2,2 -14 40 09 01 0,4 0,1 42 4,0
EUR1Z 70 -85 91 -13 1038 34 04 20 20 44 04 08 03 09 32 08 —072 73
USA 120 57 78 40 -184 57 46 41 03 57 02 02 16 -09 44 -14 -09  -123
JAP =50 109 55 30 288 73 87 16 -38 12 06 -l4 =31 03 25 01 09 10,5

Sources : for Community countries: Eurostat, unless otherwise specified: for the USA and Japan: national sources.

(a)

(k)
(U]

National sources., except for the Community, Denmark. Ireland. Belgium and Luxemburg. Because of differences in mcthods of scasonal adjustment, the change in the EUR index, adjusted by
Eurostat and given in Table 1 may differ from the change in the EUR index obtained by aggregating national indices. Data arc adjusted for working days. They do not include building; data for
France do not include food products and drinks.

% change over 12 months on the basis of the non-adjusted nominal series of the most recent figure given.

Change on corresponding month in previous year; seasonally adjusted.

Change over 12 months in scasonally adjusted figures of the most recent figure given for each country.

Difference in relation to the same month of the previous year.

Changes in the coverage of these series occurred in 1984 for the Netherlands and in 1985 for Belgium.

As % of 1otal labour force.

Monthly scries calculated by linear interpolation.

Unadjusted figures.

The scasonally adjusted position for the Community does not correspond to the sum of other Member States: it is obtained by scasonal adjustment of the sum of gross figures for the various countrics’
exports and imports.

National sources for Belgium, Denmark. Germany, Spain. France, Portugal and the United Kingdom; seasonal adjustment by Eurostat for Greece, Ircland, Italy and the Netherlands.

Average of monthly changes, scasonally adjusted. weighted by GDP at 1980 prices and purchasing power parities. The monthly change in Belgium is obtained by lincar interpolation of quarterly
data.

(m) National sources; threc-month interbank rate except: Belgium: yield on issuc of four-month Fonds des Rentes certificates; Denmark: daily money market rate {(monthly average); Portugal, 6 month

(n}
(0}

(p)

deposits: from 8/85. 3 month Trcasury Bills. Annual average, end quarter and end month.

Average weighted by GDP at 1980 prices and purchasing power parities.

Yicld on public sector bonds. Annual average. Average for the last month of quarter and monthly average for Germany, italy, Luxemburg and the Netherlands. End quarter and end month for the
other Member States.

Weighting cocflicients are calculated 50 us to allow not only for bilateral trade but also for competition on third markets and on the domestic market of the exporting country.

Note: (s.a.) = seasonally adjusted : = data not available () = estimated.




Principal economic policy measures - March 1987

Community (EUR)

9.3 The Council (Economic and Financial Affairs) conducted the first quarterly examination
of the economic situation in the Community in accordance with Article 2 of the 1974 decision
on convergence and on the basis of the Commission Communication of 25 February 1987
(Supplement A, March 1987). The Council shared the Commission’s opinion that there was
no need at present to modify the economic pohcy guldelmes contained in the Annual Report
1986 — 87 adopted by the Council in December 1

Belgium (B)

10.3 The central bank cuts the interest rate on one-, two-, and three-month Treasury
certificates from 7,75 % to 7,50 % and on 12 March lowers the discount rate from 8,50 %
10 8 % and the rate for advances from 8,75 % to 8,25 %.

13:3 The Cabinet decides on measures adjusting the 1987 budget. The Treasury borrowing
requirement is now estimated at BFR 420 000 million, which remains in line with the
Government's target of 8 % of GNP. The adjustments involve additional non-tax revenue of
BFR 6 000 million and a BFR 14 000 million cut in expenditure.

Denmark (DK)

17.3 Nationalbanken lowers its money market intervention rate by 1/2 % point to 10 1/2 %
as capital inflows begin to pick up. The rate was reduced by another 1/2 % point to 10 % on
26 March. It had been increased from 9 1/4 % to 14 % in January as the DKR came under
pressure and lowered to 11 % in the wake of the realignment.

Federal Republic of Germany (D)

None.

Greece (GR)

13.3 The Minister for Trade announces that, for 1987 and until the tax system is reformed,
the tax exemption in respect of exporting firms” costs not supported by documentary evidence
will be increased by two percentage points to 3 %.

Spain (E)

4.3 The Bank of Spain raises the compulsory reserve ratio from 18 % to 19 % of bank and
savings bank liabilities. The remunerated tranche of the ratio is also increased by 1 point
from 15,5 % to 16,5 % of liabilities.

13.3 The Bank of Spain will no longer require administrative authorization for the agreement
of foreign lending of up to PTA 1 500 million. The central bank also completely liberalizes the
ogeralions whereby financial institutions obtain funds and invest them in foreign currencies,

olishes the existing limits on foreign currency liabilities, raises the "country risk’ provisions
to 25 % of the risk total and increases the compulsory pension provisions.

13.3 A ministerial decree liberalizes expenditure by Spanish nationals travelling abroad.
Spanish residents will be permitied to take with them up to PTA 450 000 (of which
PTA 350 000 in foreign currencies) per person per journey, without prior administrative
authorization and without having to observe an annual ceiling. The new ministerial decree
sets no limits on bank transfers and the use abroad of credit cards. However, production of
supporting documents could be required at any time within the following threc years.

France (F)

18.3 The Government takes a number of measures to assist the long-term unemployed:

— abolition of the two- to four-month waiting period, i.e. the period during which an
unemployed person who is ineligible for the unemployment insurance scheme does not
yet qualify for State assistance. This will cost the State FF 400 million;

— unemployed persons registered with the ANPE (national employment agency) for over a
year will be eligible for a two-year employment contract which will include 600 hours’
training by the firm offering the contract. Those eligible will be paid at least the guaranteed
minimum wage (SMIC) but the State will bear the entire cost of the training and
the employer’s social security contributions for one year. These contracts which offer
reintegration into working life by alternating work and training could concern 15 000 to
20 000 persons and would cost some FF 500 million in a full year;

— the long-term uncmployed in particular difficultics will be cligible for 600 hours® training
over a [ive-month period. They will be paid the guaranteed minimum wage (SMIC) but
will not be given an employment contract. The State will bear the cost of their training
and pay their wages and social security contributions. Some 20 000 to 25 000 persons
could be eligible for these training courses which would cost FF 600 million in a full year.

Firms which employ a person who has completed either of these training schemes will qualify
for a 50 % reduction in the employer’s social security contribution for one year.

Ireland (IRL)

31.3 The Annual Budget aims at reducing the Exchequer Borrowing Requirement for 1987
by just over 2 percentage points to 9 3/4 % of GDP. The Budget confirms the increases,
made in January. in cxcise duty on cigarettes and petroleum products and docs not index
income tax bands and allowances for inflation. In rcgard to current expenditure, the Budget
plans to hold the increase in the public service pay bill to somewhat over 5 % through staff
wastage and 1o achieve wide-ranging economies, many of an individually small nature, in the
health. education and social welfare areas. Social welfare benefits are, however, to be increased
by 3 % from July. The Budget plans barely any nominal increase in capital spending by the
public sector. the volume cuts falling mainly on building and construction activity by the
Local Authoritics.

Italy (1)

13.3 Acting on a proposal by the Governor of the Bank of Ttaly, the Minister for the Treasury
decides to reduce the central bank discount rate from 12 % to 11,5 %.

13.3 The Bank of Italy decides for the first time to make foreign currency deposits subject to
reserve requirements. The ratio will be 25 % to be applied to the monthly variation in the
averages of daily figures in lire cquivalents calculated at the current exchange rate. The
deposits subject to reserve requirements will be remunerated at the rate of 5.5 %. This
mcasure has been necessitated by the fact that, after the currency realignment and the Paris
Summit. foreign currency credits, on which a lower interest rate is payable, have expanded
far more sharply than lire credits.

Luxembourg (L)

/1.3 The Government formulates a series of measures to assist the steel industry. The main
ones arc the early retirement, on request, of workers of 57 years of age and above, application
of the new invahdity rules, additional employment in the building industry and adaptation
of vocational training. The total cost of these measures is estimated at LFR 4 400 million.

Netherlands (NL)

/3.3 The Nederlandsche Bank and the banks reach an agreement on bearer savings certificates.
In order to limit anonymity, the banks will have to state customers’ identity and the
registration number and amount of savings certificates issued on the registration document.

Portugal (P)

16.3 The Government decides to cut key interest rates by 0,5 %. At the same time, administrat-
ive control on interest rates is relaxed with the setting of a maximum lending rate (19.5 %)
and a minimum rate of 14,5 % for six-month to one-year time deposits.

United Kingdom (UK)

17.3 The Chancellor of the Exchequer presents the Budget for 1987 — 88 to Parliament. The

main features arc:

— the target range for growlh of narrow money, Mg, in 1987 —88 is sct at 2—6 %, as
foreshadowed in last year's medium-term financial slralcgy (MTFS);

— no target has been set for broad money, sterling M, but along with the exchange rate it
will continue to be watched in assessing monetary conditions;

— the likely outcome for the public sector borrowing requirement (PSBR) in the 1986 — 87
financial year just ending is UKL 4 000 million (1 % of GDP); the PSBR for 1987 — 88 is
also set at UKL 4 000 mi]lion in both years the PSBR is well below the UKL 7 000
million figure given in last year's MTFS;

— the basic rate of income tax is to be reduced by 2 percentage points to 27 %; this will
apply to income in the 1987 — 88 financial year and will already be reflected in net earnings
from the middle of May;

— the main income tax allowances are to be raised by 3,7 %, in line with statutory indexation
provisions;

— tax reliefs are to be introduced to encourage profit-related pay arrangements;

— no changes are announced in the main excise dutics (which are usually indexed for
inflation);

— other minor, mainly technical changes are to be introduced in inheritance tax, taxation
of pension plans, corporation tax, petroleum revenue tax, and the administration of VAT
for small business;

— the total cost of the tax measures (after allowing for indexation) in 1987 — 88 is estimated
at UKL 2 600 million (0.6 % of GDP).

Prices (excluding VAT) in Luxembourg

ECU BFR IRL UKL usD
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(11 issues per year)

Complete series of supplements 33,60 1 450 25,60 24 35,50 These are surface mail rates; for air subscription
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OFFICE FOR OFFICIAL PUBLICATIONS
OF THE EUROPEAN COMMUNITIES

X

L-2985 — Luxembourg

LIV

CB-AS-87-004-EN-C



