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Countries 
B 
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D 
GR 
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UK 
EUR9 
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BFR 
DKR 
DM 
DR 
ESC 
FF 
HFL 
IRL 
LFR 
LIT 
PTA 
UKL 
USD 
SFR 
YEN 
CAD 
6s 

Belgium 
Denmark 
Federal Republic of Germany 
Greece 
Spain 
France 
Ireland 
Italy 
Luxembourg 
The Netherlands 
Portugal 
United Kingdom 
European Community excluding Greece, Spain and Portugal 
European Community excluding Spain and Portugal 
European Community, 12 Member States 

European currency unit 
Belgian franc 
Danish krone 
Deutschmark 
Greek drachma 
Portuguese escudo 
French franc 
Dutch guilder 
Irish pound (punt) 
Luxembourg franc 
Italian lira 
Spanish peseta 
Pound sterling 
US dollar 
Swiss franc 
Japanese yen 
Canadian dollar 
Austrian schilling 

Other abbreviations 
ACP 
ECSC 
EDF 
EIB 
EMCF 
EMS 
ERDF 
EUA 
Euratom 
Eurostat 
GDP (GNP) 
GFCF 
LDCs 
Mio 
Mrd 
NCI 
OCTs 
OECD 
OPEC 
PPS 
SMEs 
SOEC 
toe 
UA 

African, Caribbean and Pacific countries having signed the Lome Convention 
European Coal and Steel Community 
European Development Fund 
European Investment Bank 
European Monetary Cooperation Fund 
European Monetary System 
European Regional Development Fund 
European unit of account 
European Atomic Energy Community 
Statistical Office of the European Communities 
Gross domestic (national) product 
Gross fixed capital formation 
Less-developed countries 
Million 
I OOO million 
New Community Instrument 
Overseas countries and territories 
Organization for Economic Cooperation and Development 
Organization of Petroleum Exporting Countries 
Purchasing power standard 
Small and medium-sized enterprises .,, 
Statistical Office of the European Communities 
Tonne of oil equivalent 
Unit of account 
Not available 
Nil 
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Introduction and summary 

1991-92: two years of slower growth 

World economic growth practically ground to a halt in 1991: 
+ 0,2 _% in real terms. Cyclical factors, reinforced by the 
negative effects of the Gulf crisis, have pushed into recession 
the economies of many important industrialized countries: 
the United States of America, Canada, some EFT A 
count_ries and the United Kingdom. In addition, the far
reachmg transformation occurring in Central and Eastern 
Europe is inevitably provoking a temporary, but substantial 
decline in output in those countries: however, the impact o~ 
the Community remains limited. The end of the recessionary 
phase in output in some countries and a certain improvement 
m world trade lead to the expectation of a recovery to 
growth rates of about 2 % in 1992. 

The economy of the European Community has also been 
affected by these factors, but it has withstood them much 
better than many other world regions. The fundamental 
improvement in the functioning of the Community economy 
which took place during the 1980s a~d the strong positive 
growth impulses stemming from German unification have 
ensured the continuation of growth, albeit at a reduced rate. 
!he rate of growth in the Community is estimated to drop 
m 1991 to about It% from the 2,8 % recorded in 1990. 1992 
should see a slight improvement of growth-about 2! % for 
the Community as a whole-as the expected recovery in the 
United Kingdom is offset by a slowdown in Germany once 
the effects of unification peter out. 

The current economic slowdown must be seen against the 
backdrop of the strong growth which preceded it. The Com
n_iunity economy has been growing at a satisfactory pace 
smce 1984. The last few years have been characterized by 
unusually high rates of growth of investment which were 
difficult to sustain: in 1990 the amount of investment in 
equipment made by Community firms was about 50 % 
higher in real terms than that of 1984. The expectations 
created by the internal market programme may, in 1987-89, 
have led firms to bring investment forward in anticipation 
of the actual internal market effects. These effects will be 
felt in the years to come as the political and legislative 
decisions already taken are implemented and lead to an 
actual dismantling of the residual internal barriers. 

Slower growth involves risks for the major 
Community projects 

The current economic slowdown carries a double economic 
policy message for the Community. 

Introduction and summary 

Table 1 

The EC economy - Key indicators 
(annual% change, unless otherwise stated) 

Average Average 1990 1991' 19921 19931 
1983-87 1988-89 

Real GDP 2,4 3,7 2,8 1,3 2Y. 2 y, 

Inflation2 5,9 4,3 5,2 5,0 4Y, 4Y. 
Real compensation per 
head 1,3 1,6 2,3 2,0 1 y. 1 y. 

Employment 0,1 1,6 1,4 0,5 y. Y, 

Unemployment 
(% of active population) 10,5 9,3 8,4 8,6 9 9Y. 
Budget deficit3 (% of GDP) 4,9 3,3 4,1 4,4 4Y, 4Y. 

Current account balance 
(% of GDP) 0,7 0 -0,2 -0,8 -1 - '!. 

I Economic forecasts. autumn 1991. 
2 Private consumption deflator. 
J General government net borrowing. 
Source: Commission services. 

(i) On the one hand, it represents an un~elcome develop
ment which is reducing the margin for manoeuvre for 
economic policy in many countries. The lower rates of 
growth are leading, already in 1991, to an increase in 
unemployment, thus bringing to a halt the continuous 
downward trend evident since 1986. Social resistance to 
change risks increasing as the positive consequences of 
the present structural adjustment take more time to 
materialize and thus become less visible than the tempor
ary negative ones. Convergence is interrupted in the run
up to economic and monetary union (EMU) and slower 
growth further complicates the task of budgetary con
solidation where this is still necessary and creates less 
favourable conditions for a rapid catching-up process. 

(ii) On the other hand, it constitutes a powerful reminder 
that the economic policy adjustment which took place 
during the 1980s, although substantial, was not sufficient 
or complete. Wage moderation helped improve the pro
fitability of investment which had deteriorated substan
tially in the wake of the two oil-price shocks and of the 
unsettled conditions which followed them. This positive 
trend, however, came to a halt in 1990 when the correc
tion was not yet complete. Further efforts are necessary 
to bring investment profitability back at least to its level 
of the 1960s. 

The strong growth of 1988-90 was not exploited to 
further the adjustment process where this was necessary. 

3 
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In some Member States the rates of inflation, even if 
substantially reduced by comparison with the beginning 
of the 1980s, were at the end of the decade still too 
high for the stated ambition of moving rapidly towards 
economic and monetary union. A sufficient level of 
structural adjustment had not taken place. The strong 
employment growth of 1988-90 led to unwarranted wage 
increases in 1990 notwithstanding still high unemploy
ment. Equally worrying is the situation in the budgetary 
area. The strong rates of growth offered a golden oppor
tunity, which was not seized, to take bold steps to 
consolidate the budgetary position at little cost. In many 
cases, strong consolidation would have helped in pre
venting overheating with positive consequences on in
flationary pressures. In some countries there remained 
problems of external competitiveness as shown by con
tinuing fragile external positions. Very often efforts were 
interrupted too soon in this area as well. 

The policies which have brought about the turn-round in 
the performance of the Community economy during the 
1980s must be implemented again with more determination. 
In an interdependent world economy, healthy fundamentals 
and a flexible economy go a long way towards ensuring that 
the effects of adverse external developments do not put in 
danger the pursuits of fundamental Community economic 
policy objectives. 

With appropriate policies, medium-term 
perspectives remain good 

The rate of growth of the Community economy is currently 
expected to pick up to about 2! % in 1993. The slow pace 
of the recovery constitutes a reflection of the fact that many 
Member States are expected to embark upon policies aimed 
at resuming the adjustment efforts. Under these conditions, 
the Community economy could return to stronger rates of 
growth sustainable in both economic and environmental 
terms. 

The processes launched with the great Community pro
grammes---completion of the internal market, transition to 
economic and monetary union, reinforcement of economic 
and social cohesion-are irreversible. Bold decisions and 
determined actions would have a substantial positive effect 
on the confidence of economic agents and-give an immediate 
impulse to economic growth. 

The efforts to complete the internal market have resulted in 
the most wide-ranging supply-side initiative in the history 
of the Community. Most of the required decisions have been 
taken. Their transposition into national law, however, is 
lagging behind and a number of difficult issues have still to 
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be solved. The recent agreement on the setting-up of a 
European Economic Area will extend and reinforce the 
effects of the internal market programme. 

Economic and monetary union will result in an amplification 
of the type of economic benefits that follow from the 1992 
programme. Indeed, only a single currency will allow the 
full potential benefits of the single market to be achieved. 
The primary aim of EMU is therefore to strengthen the 
integration of the Community and improve its economic 
performance. After many years of remarkable progress, the 
trend towards the degree of nominal convergence necessary 
for a smooth transition to EMU has come to a halt in 1989/ 
90. Few Member States are yet in a position to make the 
transition to EMU without considerable adjustment. Re
cognizing the need to resume the movement towards greater 
convergence, Member States have agreed to embark upon 
ambitious convergence programmes. It is important that 
these programmes be implemented in a resolute way. The 
Member States in which the adjustment needs are still great 
will be encouraged in their determination by a successful 
and clear outcome of the Maastricht meetings, by the results 
already achieved by their partners and by enhanced coordi
nation procedures at the Community level. 

The Community policy priorities require 
a consistent implementation of appropriate 
macroeconomic policies and policies 
for structural adjustment 

Continued efforts are required in all countries to improve 
the flexibility of the economy. The coexistence of very high 
overall levels of unemployment and bottle-necks in certain 
sectors of the labour market suggest that greater efforts must 
be deployed to improve training and reduce skill mismatches. 
At the same time, greater flexibility will be needed both in 
wage determination and the wage structure. It is important 
to review wage-setting procedures so as to make them more 
responsive to macroeconomic considerations and to the need 
of furthering structural adjustment. 

The Community, and the whole world, is facing a shortage 
of savings which risks becoming more acute in the years to 
come. Notwithstanding a subdued demand for investment 
in the industrialized world, real long-term interest rates in 
1991 are high which points to the fact that available savings 
are insufficient to meet the demand for capital. This situation 
risks becoming even less favourable once investment activity 
picks up again and the huge pent-up capital demand from 
Central and Eastern Europe translates into actual demand 
for funds. Authorities should embark on a systematic review 
of all structural impediments to saving. 



The single most important contribution to increased national 
saving, however, would be a significant reduction in public 
deficits in most countries. Various Member States (Greece, 
Italy, Portugal, Belgium, the Netherlands, Ireland and Ger
many) present, to different degrees, unsatisfactory budgetary 
positions. These positions must be corrected to improve 
macroeconomic conditions in the countries concerned and 
to allow for a smooth transition to EMU. The necessary 
progress towards these goals would also help to reduce 
the overall shortage of savings and would ease the burden 
presently carried by monetary policy. 

The success of monetary authorities in preserving price and 
exchange-rate stability within the Community has been ac
knowledged by the markets and interest-rate differentials 
among the EMS currencies have come down substantially. 
They have all but disappeared at the short end of the market 
between the currencies of the initial narrow-band partici
pants. Under these conditions the room for manoeuvre at 
the national level is extremely reduced. It is, therefore, all 
the more urgent to move to full EMU. Given the continued 
strength of inflationary pressures in the vast majority of 
Member States, however, overall monetary policies should 
remain cautious. 

Given the constraints that the high degree of economic 
integration and exchange-rate stability now prevailing in the 
Community exert on monetary and budgetary policy, the 
task of creating conditions conducive to a harmonious devel
opment of all Community countries and regions falls more 
on policies for structural adjustment. Such policies need to 
be supported by appropriate policy measures in key sectors 
of the economy to facilitate the required adjustment. Mem
ber States and the Community must ensure that supply 
conditions improve everywhere to create additional employ
ment. Conditions must be created which will attract job
creating investment where unemployment is high. Such con
ditions would also contribute to the catching-up process 
which could be further reinforced by a strengthening of the 
Community's cohesion policies. Better infrastructure, closer 
cooperation, less-rigid Jabour markets and tax structures 
which do not penalize entrepreneurial activities are all par
ticularly important factors. Member States should give the 
improvement of supply policies a prominent place in their 
economic policy concept. Cooperation at the Community 
level and supply-side policies in Member States are a necess
ary complement to macroeconomic strategies. 

Improvement of supply conditions must go hand in hand 
with maintaining open and undistorted competition. Public 
subsidies can threaten the functioning of a competitive mar
ket process by confining specific advantages to competing 
companies. In the run-up to EMU, State aids should come 

I - Economic situation and outlook 

under closer scrutiny to improve convergence. The Com
mission strives to limit subsidization and to incorporate it 
in a context of restructuring. 

A commitment to increased discipline on subsidies would 
also contribute to the achievement of a more open inter
national trading system. A timely conclusion of the Uruguay 
Round would not only ensure market access and reduced 
protection in the traditional areas of trade negotiation but 
also allow the extension of multilaterally agreed rules to 
new areas of great relevance for the Community : services, 
intellectual property rights and international investment. It 
is important to improve access to our trade markets for 
those products with which Central and Eastern European 
countries can compete effectively on the world stage: agri
culture, textiles, coal and steel. This improvement in market 
access will not be carried out at the expense of existing 
commercial relations with other partners, in particular de
veloping countries. Only a strong, competitive and open 
Community economy will be able to satisfactorily assist the 
developing world and Central and Eastern Europe in their 
development. 

I - Economic situation and outlook 

1. 1991 : a phase of slower growth 

1.1. A less dynamic world economy 

Over the last two years the Community has had to operate 
in an increasingly unfavourable economic climate. After 
peaking in 1988 at around 4 % , the growth of world output 
excluding the EC has been slowing continuously and was 
near zero in 1991, the weakest rate since 1982. The growth 
in the volume of world trade (again excluding the EC) has 
declined even more from a rate in excess of 7 % in 1988 to 
Jess than 2 % in 1991 (Table 2). The decline in activity has 
been more pronounced than assumed at the beginning of 
the year with the expected recovery less forthcoming. The 
previous assessment of the economic outlook has been 
clearly too optimistic. 

1.2. A diversified growth pattern in the Community 

The picture of the Community is rather differentiated : rela
tively weak activity in France, Italy and a recession in the 
United Kingdom, which seems to have reached its bottom, 
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Table 2 

Real GDP, domestic demand and world trade 
( annual % change) 

1981-85 1986-89 1990 1991 1 19921 1993 1 

GDP 

World 
(excluding EC) 2,6 3,8 1,8 -0,2 2,1 3,1 
USA 2,9 3,5 0,9 -0,4 2,1 2,2 
Japan 3,9 4,4 5,6 4,6 3,5 3,5 
EC 1,5 3,2 2,8 1,3 2,2 2,4 

I Domestic demand 

1JsA 3,7 3,0 0,5 -1,0 2,1 2,1 
Japan 2,9 5,6 5,8 3,4 3,7 3,7 
EC 0,9 4,2 2,9 1,1 2,2 2,6 

World trade 

World imports 
(excluding EC) 3,0 6,0 3,0 1,8 5,1 6,1 
German imports 1,6 6,1 11,4 12,8 5,0 4,7 
EC imports2 2,0 8,8 4,7 2,5 5,2 5,5 

Current account (% of GDP) 

USA -1,2 -2,8 -1,6 -0,1 -0,7 -0,6 
Japan 1,9 3,2 1,2 1,5 1,6 1,7 
EC3 -0,1 0,5 -0,2 -0,8 -0,9 -0,8 

I Economic forecasts, autumn 1991. 
2 EC excluding Germany. 
3 EC including unified Germany from 1991 onwards. 

Source: Commission services. 

contrast sharply with continued rates of expansion in Germ
any, Luxembourg and Spain, while the other countries hover 
between these extremes. 

1.2.1. Continuing expansion, particularly in Germany, but at 
a slowing rate 

Germany continued its buoyant growth path under the im
pact of the significant expansionary impulse of fiscal policy 
stemming from unification. Fiscal policy gave a strong boost 
to private consumption, while the investment performance 
was underpinned by investors' intentions to widen pro
duction capacities in order to serve the market of the five 
new Lander. These demand pressures could not be met by 
domestic supply, which resulted in a strong spill-over to 
foreign suppliers implying a swing in the current account 
position from a surplus of 4,7 % of gross domestic product 
(GDP) (West Germany) in 1989 to a deficit of 1,1 % of GDP 
(unified Germany) in 1991. 
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However, even this strong external leakage of domestic de
mand was not sufficient to prevent internal pressures from 
developing. A number of factors, including indirect tax in
creases, have contributed to an upward movement of the 
price level. Core inflation crept up and inflation in West 
Germany is now above 4 %. Wage agreements were con
cluded that granted pay-rises of 6 to 7 %. With productivity 
growth declining, this resulted in an increase of unit labour 
costs of almost 6 % with profit margins declining, although 
from high levels. 

On account of the strong rise of transfer payments in the 
context of unification, the fiscal balance has shifted from 
equilibrium in 1989 to a deficit of 3,6 % of GDP in 1991, 
despite revenue-increasing and expenditure-dampening 
measures of about 2 % of GDP adopted in early 1991. 

Since about mid-1991, the growth process has been losing 
momentum as the expansionary impulse from unification is 
petering out and as it had to be flanked with a restrictive 
monetary policy intended to quell inflationary expectations. 
Furthermore, the outlook for profitability has deteriorated 
following the increase in unit labour costs. At the same time, 
the capacity-widening effect of the investment of recent years 
has led to some fall in the high rate of capacity utilization 
since the spring of 1991. Although the danger of demand
led inflation has eased somewhat, there are considerable 
risks of tax and cost-push inflation implied in the present 
fiscal policy choices, which have relied unduly on the revenue 
side. 

1.2.2. Slower growth in the rest of the Community 

The United Kingdom registered a deep recession in 1991, 
with GDP declining by close to 2 %. Private consumption 
and particularly investment declined significantly under the 
delayed influence of the restrictive monetary ,policy pursued 
in 1989 and 1990 to cool off the overheating of the economy 
in the previous consumer boom. 

The rest of the Community registered a more subdued rate 
of growth of 1,5 % compared to 2,7 % in 1990. Overall, it 
was, in particular, the growth of private consumption and 
exports which retreated, while investment even stagnated. 
Confidence of consumers and industry has been low since 
the outbreak of the Gulf crisis and has since shown a limited 
recovery (Graph I). 

Investment stagnated for the first time after a particularly 
strong investment boom during the last five years, in the 
course of which the European capital stock grew by close 
to 15 % in real terms. Such a pause for breath was 
almost unavoidable after the first wave of investment in 



anticipation of the completion of the internal market. The 
effects of the internal market measures will be felt in the 
years to come as the political and legislative decisions already 
taken are implemented and lead to an actual dismantling of 
the residual internal barriers (Table 3). 

Table 3 

Key indicators of the EC economy 
( annual % change) 

1983-87 1988-89 1990 1991 1 19921 19931 

GDP growth 2,4 3,7 2,8 1,3 2,2 2,4 
Employment 0,3 1,6 1,4 0,5 0,3 0,5 
Real compen-
sation2 1,3 1,6 2,3 2,0 1,3 1,4 
Inflation3 5,8 4,3 5,2 5,0 4,5 4,2 
Real unit labour 
costs -1,1 -1,0 0,5 0,6 -0,7 -0,7 
Investment 2,6 7,9 4,1 -0,5 2,2 3,7 
of which: 
equipment 4,9 9,9 4,7 -0,4 2,6 4,8 

I Economic forecasts. autumn 1991. 
2 Real compensation of employees per head (private consumption denator). 
J Private consumption dcflator. 

Source: Commission services. 

I - Economic situation and outlook 

However, the dent in growth would have been more pro
nounced in the absence of German unification. Indeed the 
growth performance of the Community countries was 
strongly sustained by the demand effects coming from the 
German economic expansion. The total impact of German 
unification on the other Community countries is estimated 
at 0,5 of a percentage point per year on average over the 
period 1990-91 (see box). 

The slowdown in growth was largely cyclical in countries 
such as Spain, Portugal, the Netherlands, Belgium, Luxem
bourg, Ireland, Italy and France. The cyclical downswing 
has brought out underlying structural weaknesses in some 
countries. Italy and France would have had difficulty in 
maintaining a more sustained pace of economic activity 
relative to their trading partners in view of the fragility of 
their external accounts. Price competitiveness has signifi
cantly deteriorated in Italy. In France, the sectoral compo
sition of the trade balance gives reason for c<;mcern: while 
the surplus on agricultural products is growing, its surplus 
on manufactured goods of the mid- l 980s has turned into a 
significant deficit, although some improvement could be 
noticed in recent months. 

The lower growth performance has had, of course, signifi
cant consequences for the employment situation in the Com
munity, which had developed favourably over the 1980s with 
a net addition of9 million jobs since 1984 (Table 4). Despite 
the fact that growth became more employment-intensive, 
employment growth slowed down markedly for the first 
time since 1982, resulting in a significant increase in the 
unacceptable high level of unemployment. 

None the less, despite the greater slack in the labour market, 
wage pressures abated only marginally: nominal compen
sation per employee rose by 7 % in 1991, a rate only mar
ginally below that of 1990 (7,6 %). With the cyclical slow
down in productivity growth, this resulted in a new increase 
in nominal unit labour cost and, due to the inability to raise 
prices sufficiently, in a further rise in real unit labour costs 
with a consequent negative impact on profitability and inter
national competitiveness. 

Despite this decline, profitability remains at a high level. 
However, while unit profit rates per value added have reco
vered to levels prevailing in the period 1961-73, this is not 
also the case as regards the profitability of the capital stock. 
The productivity of capital declined sharply from 1970 to 
1983 and only recovered slowly from 1985 onwards. As a 
consequence, the profitability of fixed capital is still below 
its 1961-73 level so that further efforts are needed to achieve 
a full restoration of profitability (Graph 2). 

7 
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Economic consequences of German unification for the Community 

In general terms, German unification had both real effects 
via intra-Community trade impulses and monetary effects via 
interest-rate and exchange-rate movements. 

On the real side, the transmission mechanisms are working via 
real trade balance effects: the considerable current and capital 
transfers in favour of the five new Lander is partly converted 
into additional demands mostly addressed to West German 
firms, given their comparative advantages (geographical proxim
ity, common language, common currency). The induced boost 
on West Germany's final demand in turn results in increased 
imports addressed to the rest of the world and, notably to the 
other Member States of the Community, with positive impacts 
on their own final demand and GDP growth, all other things 
being equal. 

The amplitude ·of these positive effects, of course, depends not 
only on the relative importance of exports to Germany in total 
exports but also on the share of exports in GDP (see Table 
I). Thus, the smaller, open economies having close ties with 
Germany, like the Benelux countries and Denmark, are likely 
to be more positively affected, in relation to GDP, than the 
larger countries. 

Table 1 

Impact of German unification on the growth rate of the other 
member countries 

Memorandum items 1990 

Share of exports Share of 
to Germany exports 

in total in GDP(%) 
exports(%) 

BLEU 19,8 75,3 
Denmark 18,2 35,1 
Greece 25,1 23,4 
Spain 11, I 17,7 
France 18,7 23,4 
Ireland 12,2 63,5 
Italy 17,4 20,6 
Netherlands 28,1 56,4 
Portugal 15,8 37,3 
United Kingdom 12,7 24,8 

EUR 11 12,8 28,0 

1 Second semester, in yearly terms. 

Source: Commission services. 

Impact on 
rate of growth 

in •/o points 
per year 

19901 1991 

+0,6 + 1,0 
+0,4 +0,7 
+0,2 +0,4 
+0,3 +0,5 
+0,4 +0,7 
+0,3 +0,8 
+0,3 +0,6 
+0,7 +0,9 
+0,3 +0,4 
+0,2 +0,5 

+0,4 +0,6 

In the first 12 months since unification, trade movements con
firmed the estimates made in May/June 1990: purchases of the 
five new Lander from the rest of the world including West 
Germany went up from DM 18 billion to about 130 billion, an 
amount close to the equivalent of public transfers received by 
these Lander. At the same time all other EC countries except 
Greece registered considerable upswings in their bilateral trade 
with Germany (see Table 2). 

Table 2 

Quarterly bilateral exports to Germany 
(% change over same quarter of the previous year) 

1990 1991 

II III IV II 

BLEU 7,8 3,2 12,1 31,9 · 28,8 27,0 
Denmark 10,8 8,8 22,5 31,2 33,9 29,2 
Greece 3,4 -2,7 3,5 8,4 8,1 4,9 
Spain 16,3 9,5 30,5 38,0 48,7 41,2 
France 15,9 -8,4 15,1 10,6 21,0 38,7 
Ireland 9,0 5,8 11,7 6,9 13,6 13,3 
Italy 13,0 8,0 17,5 20,1 22,0 19,1 
Netherlands 5,7 -0,5 8,7 17,1 20,9 18,5 
Portugal 21,5 14,8 17,5 20,1 22,5 21,5 
United Kingdom 6,7 -0,5 7,1 13,4 17,5 21,6 

Source: Bundcsbank, monthly report, supplement 3, 1991. 

From these elements, it can be estimated that the growth impact 
for the Community in 1990 (second semester) and 1991 would 
be respectively around 0,4 and 0,6 points (see Table I). Smaller 
and more open economies generally display a higher impact, 
particularly in the second year when they also benefit from the 
indirect effects of unification. 

In May/June 1990, it was expected that unification would cause 
a general rise in German interest rates and a revaluation of the 
Deutschmark, movements that would have to be followed by 
all other ERM countries with negative effects on their growth 
rates. The reaction of financial markets in the first quarters of 
1990 seemed to confirm those views. Since then, however, the 
effective exchange rate, after its initial revaluation, fell back near 
its pre-unification level and nominal interest rates, both long
and short-term for most EC countries, followed the same profile 
of an initial rise followed by a decrease. 

It may therefore be estimated that the monetary effects of 
unification on Member States will be somewhat weaker than 
initially expected and will not have much impact on the estimates 



presented in Table I. Thus, although ceteris paribus reasoning 
is always difficult in economics, it may be estimated that, without 
the unification effect, Germany would have followed the same 
downward cyclical movement as the other countries and the EC 
economy would have registered very low growth in 1991. 

It is moreover to be noted that in this document all historical 
data labelled Germany are for West Germany only, since major 
statistical problems impede the presentation of a reliable picture 
for the whole of Germany. However, there are a few noteworthy 
exceptions to this general rule, implying a methodological break 
in the time-series concerned. First, trade figures based on cus
toms data cover exports and imports of goods of unified Germ
any. Second, the forecast of the general government account 
includes public transfers to the five new Lander as well as the 
deficit of the territorial authorities of these Lander from 1991 
onwards. Third, current account data relate also to unified 
Germany. When expressed as a percentage of GDP, in these 
three cases the GDP of the unified Germany is used. 

Obviously, the aggregation of national data to an EC total takes 
into account the retained treatment for Germany. In the table 
below, an idea is given as to what extent the forecasts for unified 
Germany, uncertain though they are, affect the aggregates for 
the Community as a whole, in particular with regard to real 
growth, the unemployment rate and inflation. 

Table 4 

Employment in the Community 

Total employment 

(million) 

1980 128,0 

1984 124,8 

1990 133,6 
19913 134,2 
19923 134,6 

19933 135,3 

I As % of the civilian labour force. 
2 Average 1980-84. 
3 Economic forecasts, autumn 1991. 
Source: Commission services. 

(% change) 

-0,62 

1,4 

0,5 

0,3 

0,5 

Unemployment 
rate1 

6,0 

10,7 

8,4 
8,6 

9,1 

9,2 

I - Economic situation and outlook 

EC 
EC1 

EC 
EC1 

EC 
EC1 

EC 
EC1 

EC 
EC1 

1991 1992 1993 

Real GDP growth (% p.a.) 

1,3 2,2 2,4 
0,9 2,2 2,5 

Unemployment rate 

8,6 9,1 9,2 
9,3 9,8 9,9 

Inflation (% p.a.)2 

5,0 4,5 4,2 
5,3 4,7 4,3 

Net borrowing3 

-4,3 -4,3 -4,1 
-4,4 -4,4 -4,3 

Current account balance4 

-0,3 -0,3 -0,4 
-0,8 -0,9 -0,8 

EC including the new five Gennan Lander. 
Deflator of private consumption. 

3 General government; as % of GDP. 
' As% of GOP. 

The deterioration of profitability in 1990 and 1991 is cer
tainly not dramatic (Table 5). However, while relative factor 
prices and profitability have only a limited impact over the 
short term on investment, their impact becomes stronger in 
the longer term. A continuation of this tendency of faltering 
profitability would therefore be detrimental for a recovery 
in investment and employment. Since 1985, investment has 
strongly recovered on the basis of significantly improved 
profitability: real investment is now about one-third higher 
than in 1985. Nevertheless, the investment GDP ratio is still 
more than a full percentage point below the average level of 
the 1961-73 period. Further progress in this ratio is still 
warranted with a view to reducing the high level of unem
ployment in the Community. 

Sustained wage pressures and increases in taxation in some 
countries did not allow price increases to abate despite 
the cyclical slowdown. Consumption prices and the GDP 
deflator increased at the same pace as in 1990 at around 
5%. 

9 
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2. The outlook for 1992 and 1993: 
a gradual recovery 

After bottoming out in the second half of 1991, activity is 
expected to pick up moderately in 1992 mainly because 
of domestic factors. Although the external environment is 
expected to improve as a result of a take-off of world output 
and trade, the Member States of the Community may only 
benefit to a limited degree from this recovery, since this 
positive development would be compensated by the petering 
out of the demand-pull effect of German unification. The 
foreign balance, therefore, is not expected to support GDP 
growth significantly in most countries. Still, extra-Com
munity markets are expected to play a more important part 
in the growth of Community exports than in the last few 
years. The preservation of external competitiveness is, there
fore, crucial. 
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Table 5 

Supply-side factors in the Community 
(annual% change, unless otherwise stated) 

1981-86 1987-89 1990-91 1991 1 19921 

Total investment 0,1 7,1 1,8 -0,5 2,2 
of which: 

Equipment 1,7 9,4 2,2 -0,4 2,6 
Construction -1,0 4,9 1,7 -0,5 1,8 

Capital stock 2,3 2,7 2,9 2,8 2,8 
Capital productivity -0,6 0,7 -0,8 -1,5 -0,6 
Real compensation 

per employee2 0,9 1,7 2,1 2,0 1,3 

Real unit labour costs -1,0 -0,7 0,5 0,6 -0,7 
Profitability3 73,8 90,2 92,5 91,6 92,9 
Real long-term interest 
rate4 4,3 5,0 5,3 5,1 

Economic forecasts, autumn 1991. 
Adjusted by the private consumption deflator. 

J Net return on net capital stock (1%1-73 = HlO). 
4 Adjusted by the GDP deflator. 

Source: Commission services. 

Confidence is expected to be restored gradually leading to a 
modest recovery in private consumption and investment in 
1992. With the pursuit of sound policies, the price and cost 
performance is expected to improve, reversing the deterio
ration in profitability during the period 1990-91. 

As a result of slower activity, employment growth is expected 
to slow down further from 1,5 % on average over the period 
1988-90 to 0,5 % in 1991 and 0,3 % in 1992. Combined with 
the sustained growth of the labour force in the Community, 
this slower employment growth will lead to a further increase 
in the unemployment rate from 8,6 % in 1991 to 9,1 % in 
1992. 

For 1993 a further strengthening of the recovery is antici
pated with real GDP growth rising to around 2t %. Still, 
the higher level of activity is not yet expected to result in 
sufficient job creation to match the rise in the labour force 
resulting in a further, but marginal, rise in the unemployment 
rate. 

The risk factors surrounding the outlook lie clearly more 
within the Community than outside it, although external 
uncertainties could still affect significantly the outcome in 
the Community. The outlook for a gradually strengthening 
recovery is very much predicated on the maintenance of 
adequate policies. 



An improvement in the cost performance after the deterio
ration in 1990-91 is likely to support a gradual pick-up of 
investment. But if this improvement were not to materialize, 
it is uncertain how investment would respond. Stronger 
growth is, however, needed to reduce the still high level of 
unemployment and to facilitate the structural adjustment in 
relation to the completion of the internal market and the 
transition towards economic and monetary union. 

II - Progress in economic convergence 
is stalling 

1. Nominal convergence is slipping, 
but fundamentals remain positive 

After deteriorating significantly in 1990, price convergence 
(measured by the dispersion of private consumption defla
torsl) has improved somewhat in 1991 but on a less-favour
able inflation average than in the period 1987-89 (Graph 3). 
This was mainly due to an increase of the average inflation 
in the original narrow-band countries (EUR 7) attributable 
essentially to special developments in Germany and the 
Netherlands, while price performance generally improved in 
the other ERM (exchange rate mechanism) countries. In the 
countries not originally belonging to the narrow band, price 
increases declined, particularly in the United Kingdom. Price 
developments in the Community are, however, still a matter 
of concern, because the average level of inflation is still near 
5 % at a moment of slowing down of economic activity. 

Wage developments and tax increases seem to be the main 
factors responsible for the slip in price performance. Among 
the original narrow-band countries, wage developments have 
been unsatisfactory in 1991 (Graph 4) and in Germany, in 
particular, there is a potential risk of the development of 
cost-push inflation. 

The growing tendency to rely more on the revenue side 
to correct budget deficits is not without danger for price 
performance, as it may re-ignite the struggle over the distri
bution of income. 

In the framework of EMU, the Community's price and cost 
performance is still unsatisfactory. For EMU it would be 
desirable to have average price inflation down to the 2 to 
3 % range, with divergence being reduced at the same time. 

Dispersion is measured as the unweighted mean of the absolute deviation 
from the weighted mean. 

II - Progress in economic convergence is stalling 

In the budgetary area the lack of improvement in conver
gence, as in the field of prices and costs, is due mainly to a 
less-favourable situation in countries that performed well in 
previous years. In 1990, the budget situation worsened in 
most countries, despite a still sustained level of activity, but 
the deterioration was particularly marked in Germany and 
the United Kingdom (Table 6). In 1991 again, the less
favourable budgetary position in the Community as a whole 
is mainly due to the widening deficit in the UK and in 
Germany. In most other countries the deficit more or less 
stabilized in terms of GDP, in a context of slower activity. 
Hence, even automatic stabilizers have not been allowed to 
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exert their full effect. This was needed to prevent a further 
increase of the budget deficits. 

German unification has also contributed to a significant 
change in the external position of the Community. The EC 
current account position has deteriorated continuously since 
1986 from a surplus of 1,4 % of GDP to an expected deficit 
of close to 1 % of GDP in 1991 (Table 7). This is due to a 
weakening of the current account in most countries, except 
Denmark, Ireland and the Netherlands. The deterioration 
was particularly marked in the United Kingdom (from 1986 
to 1989), Spain (from 1987 to 1989) and Germany (from 
1989 to 1991). In France and Italy, the external accounts 
also weakened significantly. This deterioration resulted in 
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Table 6 

General government net lending ( +) or borrowing ( - )1 

(as% of GDP) 

1981 1985 1989 1990 1991 2 19922 

EC -5,3 -5,2 -2,9 -4,1 -4,4 -4,4 

Greece -11,0 -13,8 -18,3 -19,8 -17,3 -14,0 
Italy -11,4 -12,5 -10,1 -10,6 -9,9 -9,33 
Belgium -12,8 -8,5 -6,7 -5,6 -6,3 -6,2 
Portugal -9,3 -10,1 -3,4 -5,8 -5,4 -4,6 
Netherlands -5,5 -4,8 -5,2 -5,3 -4,4 -4,1 
Germany -3,6 -0,9 0,2 -1,9 -3,6 -3,4 
Ireland -13,4 -11,2 -3,5 -3,6 -4,1 -4,1 
Spain -3,9 -6,9 -2,7 -4,0 -3,9 -3,6 
United Kingdom -2,6 -2,8 1,3 -0,7 -1,9 -3,6 
Denmark -6,9 -2,0 -0,5 -1,5 -1,7 -1,5 
France -1,9 -2,9 -1,2 -1,6 -1,5 -1,7 
Luxembourg -3,5 5,3 4,3 4,7 1,9 2,0 

I Countries are ranked by size of deficit in 1991. 
2 Forecasts on the basis of unchanged policies. 
J Does not fully incorporate the effect of the measures of the convergence programme. 

Source: Commission services. 

most countries from high domestjc demand in relation to 
production potential. 

The most outstanding development of recent years in the 
external accounts is the complete disappearance of the Ger
man current account surplus. The counterpart of the disap
pearance of this surplus is not to be found fully within the 
Community. About half of the demand impact of German 
unification seems to have leaked outside the Community. 
The deterioration in the external accounts is particularly 
marked in the trade of manufactured goods: extra-Com
munity imports of manufactured goods have grown on aver
age more rapidly than intra-EC imports; among high-tech 
products more specifically, Community producers seem to 
have conceded some ground to extra-EC producers. Also on 
the export side the growth of export of manufactures has 
been modest, well below the rate of growth of intra-EC 
export volumes. This trend points to a reorientation of trade 
flows to a particularly dynamic internal market. 

However, of great concern is the fact that this deterioration 
in the external account also signals a reduced level of com
petitiveness, particularly in third markets and, even more 
disquieting, in the high-tech segment of the market. The 
Community's currencies have, on balance, continuously ap
preciated in real terms since 1984, leading to a loss of market 
shares. This development raises questions about the strength 
of the economy in some Member States, and its capacity to 



Table 7 

Balances on current transactions 
(as% of GDP) 

1980 1986 1990 1991 1 19921 

EC -1,2 1,4 -0,2 -0,8 -0,9 

Belgium -4,3 2,1 1,0 1,0 1,1 
Denmark -3,7 -5,4 0,8 1,4 2,2 
Germany -1,7 4,4 3,2 -1,1 -0,9 
Greece 0,5 -5,3 -6,1 -4,1 -3,4 
Spain -2,4 1,6 -3,5 -3,1 -3,2 
France -0,6 0,5 -1,0 -0,7 -0,8 
Ireland -11,8 -2,9 3,4 2,3 2,0 
Italy -2,2 0,5 -1,4 -1,3 -1,5 
Luxembourg 18,7 39,4 31,2 28,1 26,l 
Netherlands -1,5 2,7 3,8 4,1 4,4 
Portugal -5,9 2,4 -0,3 -1,1 -1,5 
United Kingdom 1,5 -0,9 -'--2,6 -1,1 -1,4 

I Economic forecasts, autumn 1991. 
Source: Commission services. 

compete effectively with the outside world. Wage competi
tiveness is therefore an issue that certainly warrants closer 
scrutiny in the cases of France and Italy, where the external 
position remains fragile. 

In order to improve convergence during Stage I of EMU, 
Member States have therefore been called upon to draw up 
so-called convergence programmes that are to be discussed 
and agreed upon at the Community level in the context 
of multilateral surveillance. Such programmes have been 
presented or are in the process of being formulated by most 
Member States, with a view to achieving lasting progress on 
convergence. 

2. Real convergence is slowing 

Over recent years, the countries which are in the process of 
catching up, with the exception of Greece, have succeeded 
in reducing their income gap with the Community average 
(Table 8). Appropriate domestic policies and the doubling 
of resources made available through the structural Funds 
have contributed to this outcome. 

In Spain and Portugal, catching-up was led by investment 
as a result of strongly improved profitability and the opening 
up of the Community market. The share of investment in 

II - Progress in economic convergence is stalling 

GDP expanded by almost a quarter between 1986 and 1990 
(Table 9). Domestic savings were inadequate to support such 
expansion so that the current account of the balance of 

Table 8 

The catching-up process in the Community 
(GDP at current market prices and PPS per head of population; EC= JOO) 

Spain Greece Ireland' Portugal 

1975 81,9 57,3 62,7 52,2 
1980 74,2 58,1 64,0 55,0 
1986 72,8 55,9 63,4 52,5 
1991 2 79,0 52,5 68,9 56,3 
19922 79,9 52,1 68,9 56,3 

Differences 

1986-80 -1,4 -2,2 -0,6 -2,5 
1991-86 6,2 -3,4 5,5 3,8 

1 Reference to GDP may overstate progress to the extent that income transfers to abroad 
may have outpaced nominal GDP growth. 

2 Economic forecasts, autumn 1991. 
Source: Commission services. 

Table 9 

Investment and export shares and real unit labour costs in the 
countries which are catching up 

GR E IRL p EUR4 EURS 

Investment shares (% of GDP) 

1986 18,5 19,5 18,1 22,1 19,6 18,9 
1990 18,9 24,4 18,6 26,7 23,7 20,3 
19921 18,5 24,1 18,7 26,0 23,4 19,6 

Export shares (% of GDP) 

1986 22,4 19,9 55,2 33,2 23,8 28,0 
1990 22,6 17,2 62,1 36,4 22,8 28,9 
19921 21,2 17,3 65,0 30,0 22,0 29,9 

Real unit labour costs (1961-73 = 100) 

1986 102,3 91,l 92,8 98,4 94,2 98,1 
1990 102,4 87,5 88,9 93,8 90,8 96,8 
19921 95,0 86,3 92;5 97,6 90,0 96,9 

I Economic forecasts, autumn 1991. 

Source: Commission services. 
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payments moved to a significant deficit. The continuation 
of the catching-up process in these countries will therefore 
rely, among other important factors, on the generation of 
adequate domestic saving resulting mainly from further re
ductions in public dissaving. 

In Ireland, however, the acceleration of growth was mainly 
export-led. Budget consolidation efforts and moderate wage 
developments dampened domestic demand while at the same 
time improved competitiveness boosted exports. This export
led expansion made Ireland more vulnerable than Spain and 
Portugal to the deterioration in the international economic 
climate. Now that Ireland has established a sound basis for 
further catching-up, more emphasis should be given to the 
development of domestic production potential. The invest
ment ratio is still relatively low and has not increased much. 
The supply side of the economy, in particular, needs further 
improvement. 

In Greece, the catching-up process has receded over recent 
years as a result of inadequate policies. The 1991 stabiliza
tion and structural adjustment programme adopted by the 
government is a serious effort to reverse the country's macro
economic decline and restore its production potential. The 
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broad aims of the programme are fiscal reform and struc
tural renewal. The measures for fiscal adjustment and struc
tural reform are interdependent and if applied effectively 
should allow Greece to exploit the gains from the process 
of European integration. Recent developments indicate, 
however, that the implementation of the programme has 
encountered serious difficulties and delays. Failure to fully 
implement the programme will further delay the resumption 
of the catching-up process. 

III - Priorities of economic policy 
in the Community 

With the international environment likely to improve only 
moderately in the year ahead, it is particularly important for 
the Community to reinforce its internal potential. Economic 
policies should therefore contribute to the swift realization 
of the major Community projects. 

The completion of the internal market remains an immediate 
priority for the Community and the remaining work is still 
considerable: of the 282 White Paper measures, 69 still 



IV - Macroeconomic policies and policies for structural adjustment 

require a Council decision. The transposition of Directives 
into national law needs to be speeded up. A total of 166 
White Paper measures have entered into force of which 134 
require national implementing measures. Of these national 
measures, on average 71 % have already been taken 
(Graph 5). Member States seem to have recognized their 
responsibilities and the need for greater haste. 

The internal market programme has already been a decisive 
driving force in adding to EC growth prospects and pros
perity : economic agents have already to some extent antici
pated the highly competitive environment and the new op
erating conditions and opportunities that will prevail by 
1993. This has resulted in a strong expansion of investment 
in the period 1986-90. 

The real effects of the internal market measures will be felt 
in the years to come, especially as residual internal barriers 
are actually dismantled. Determined actions and decisions 
would have a substantial positive effect on the confidence 
of economic agents and give a new impulse to economic 
growth. 

An economic and monetary union in the Community will 
result in an amplification of the economic benefits that will 
follow from the 1992 programme. Indeed only a single 
currency will allow the full potential benefits of a single 
market to be achieved. 

The primary aim of EMU is to strengthen the integration 
of the Community and improve its economic performance. 
EMU will ensure a climate of stability so that the process 
of self-sustaining growth would be strengthened. The experi
ence of the 1980s has clearly confirmed that there is no long
term trade-off between higher inflation and lower unemploy
ment. On the contrary, a climate of stability is increasingly 
perceived as an essential prerequisite for an improved real 
economic performance. 

The income gap between the countries which are catching 
up and the Community average remains sizeable and it will, 
therefore, take many years to bridge the gap. This process 
can only be built on the basis of sound growth, which 
increases domestic production potential. 

Policies at the national and Community level have to provide 
the basis for a continuous relative stronger growth of real 
GDP, without inflationary pressures and unsustainable in
ternal and external imbalances. First and foremost, responsi
bility for rapid economic and social convergence lies for the 
most part in the least favoured countries themselves. Recent 
developments have confirmed that sound macroeconomic 

policies are an essential condition to improve their internal 
growth conditions by all available means. 

The economically stronger countries must also contribute to 
this process by supporting dynamic medium-term growth. 

The Community shall take into account _the objective of 
strengthening economic and social cohesion in the im
plementation of its common policies and of the internal 
market. The economic policy actions at Community level 
must act in a synergetic way to national policies to strengthen 
economic performance in the least favoured member 
countries. The structural Funds and other financial instru
ments, provided they are efficiently used in a conducive 
national framework, will considerably improve both supply 
and demand conditions in the recipient countries. These 
instruments should be reinforced to take account of previous 
developments and the stronger integration in the Com
munity. 

The environment and its importance in the overall context 
of the quality of life is increasingly becoming a matter for 
Community preoccupation. The Commission has recently 
outlined a coherent Community strategy aiming to stabilize 
carbon dioxide (C02) emissions in the Community by the 
year 2000 at their 1990 level. The strategy consists of a range 
of regulatory, voluntary and possible fiscal measures taken 
at the Community level in combination with complementary 
national programmes. The envisaged reliance on fiscal in
struments, notably a new combined C02/energy tax, which 
respects fiscal neutrality, is considered an important con
dition for reaching the Community's C02 emission stabiliza
tion objective in the most cost effective way. By giving the 
right price signals all economic agents will be induced to 
adopt environmentally sound behaviour. It is in the interest 
of long-term economic sustainability and prosperity, as well 
as of the environment, that environmental considerations are 
satisfactorily integrated into the Community's other policies, 
notably in the fields of energy, transport and agriculture. 

IV - Macroeconomic policies and policies 
for structural adjustment 

1. Monetary policy and the European 
Monetary System (EMS) 

The aim of the EMS is to contribute to achieving price 
stability and nominal convergence in the Community 
through exchange-rate stability and an appropriate monet
ary policy. The conditions for attaining this have become 
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more difficult over the past year. In the autumn of 1990, 
monetary conditions in the Community were tightened in 
response to rising oil prices. But during the course of 1991 , 
monetary conditions appear to have eased again. This easing 
occurred against a background in which inflationary press
ures in several countries of the Community persisted or even 
strengthened despite the fall in oil prices after the Gulf crisis. 

With the Community economy slowing in 1991, a certain 
easing of monetary conditions was welcome and does not 
appear to have adversely affected long-term inflation expec
tations : yield curves have tended to shift downwards this 
year rather than simply steepen in response to the easier 
monetary policy, and long-term rates in most markets are 
somewhat lower than a year ago. Despite this easing, monet
ary policies still remain tight. It is indeed essential to ensure 
that nominal convergence goes together with an absolute, 
not a relative, standard of price stability and that the func
tioning of the EMS remains a powerful force for preserving 
price stability up to a full EMU. 

In this respect, the mechanism through which monetary 
policy in the Community appears to have eased this year 
presents some difficulties. During the 1980s, the disinflation 
process in the Community was determined by Germany and 
transmitted through the exchange-rate discipline of the EMS 
to other ERM narrow-band countries. This link was re~ 
inforced after the last realignment in January 1987, when 
anticipation of further realignments gradually disappeared. 
The German strategy was based on fiscal consolidation 
and the successful targeting of monetary aggregates. This 
strategy left underlying inflation at low, if gradually rising, 
levels even when monetary targets were applied with greater 
flexibility in response to external circumstances. 

The progressive disappearance of realignment expectations 
have significantly altered this configuration. The consider
able expansionary swing in fiscal policy in Germany as a 
result of unification coupled with the pursuit of a stability
oriented monetary policy leads to a real appreciation of the 
currency as real demand exceeds real domestic supply. This 
policy mix and the impossibility of allowing the ensuing real 
appreciation to take place through a nominal exchange-rate 
adjustment in the ERM, put considerable additional pressure 
on interest rates in Germany. Indeed the excessive demand 
pressures have had a strong influence on the wage-bargaining 
process, feeding creeping price rises. This process has been 
exacerbated by the heavy reliance on revenue measures to 
limit the fiscal impact of unification. 

Uncertainty over the extent to which the Bundesbank will 
be able to preserve the same policy strategy as in the past 
has at times surfaced in the markets. These uncertainties and 
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the expectations of stable exchange rates and decreasing 
inflation differences have resulted in a significant reduction 
within the ERM in interest-rate differentials vis-a-vis the 
Deutschmark, where the exchange-risk premium has more 
or less disappeared. 

Given that inflationary pressures remain significant in the 
Community as a whole, any further loosening of the stance 
of overall monetary policy is at present unwarranted. The 
necessary collective character of the EMS implies that mem
bers of the ERM other than Germany, and in particular the 
bigger countries, must accept a share of responsibility for 
achieving a monetary policy in the Community consistent 
with the lowest level of price increases and with continued 
downward convergence by the high-inflation countries. 

In the two countries not yet participating in the ERM, 
Portugal and Greece, inflation is in double digits although 
it has recently decelerated in both countries. In Portugal, 
the immediate priority is to maintain monetary policy which 
is tight enough to reduce overheating in the labour market. 
Given the scale of capital inflows, this will probably have to 
involve some continued upward flexibility, for a time, of the 
real exchange rate. The aim should be to adhere to the ERM 
at a time when sufficient steam had already been taken out 
of the economy to ensure that the ERM constraint did not 
lead to an inappropriate loosening of monetary policy. 

In Greece, monetary policy must continue to try to contain 
the inflationary pressures created by a clearly excessive 
budget deficit. But monetary policy cannot cope indefinitely 
with the consequences of the public finance problem. Only 
adherence to the budget ceilings laid down in the stabiliza
tion programme can hope to ensure early and lasting nomi
nal convergence in Greece. 

2. Budgetary policy 

Since budgetary authority will remain at the level of the 
Member State, progress towards EMU necessitates increased 
coordination by reference to principles or rules which ensure 
that fiscal policy will not undermine stability in the Com
munity. 

A first group of countries (Greece and Italy) has been show
ing excessive budget deficits for many years and steadily 
increasing public debt burdens (Table 6 and Graph 6). 

In Greece, budgetary developments in 1991 show a departure 
from previous trends as a result of the implementation of 
the new three-year convergence programme. Budgetary ad
justment and reform will, however, fall short of the targets. 
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The programme needs to be implemented more vigorously 
to ensure a significant reduction of the budget deficit and a 
stabilization of the public debt ratio. 

The budgetary performance of Italy, continues to diverge 
from the other narrow-band members of the ERM. The 
budget deficit has remained persistently above 10 % of GDP 
despite repeated attempts to correct it. As a result the public 
debt/GDP ratio passed the 100 % mark in 1990 and has 
continued to increase since then. There has clearly been 
no lack of adjustment programmes but rather of forceful 
implementation. More emphasis should be laid on the instru-

ments that will be used to meet the targets and on structural 
measures to improve the public finances. Even if forcefully 
implemented, the present programme still risks falling short 
of the announced targets as it rests on a very positive growth 
scenario. Moreover, this programme is markedly tax-cen
tred. The forward shifting of increases in direct taxation, on 
the part of tax-payers, on to higher wage claims could 
contribute to inflationary pressures. It is encouraging, how
ever, that the Italian Government has confirmed its willing
ness to take corrective measures should targets not be met. 

A second group of countries (Belgium, the Netherlands, 
Portugal and Ireland) still has sizeable deficits and excess
ively high public debt ratios. In Belgium, consolidation ef
forts undertaken during the period of strong growth (1988-
90) were not sufficient to prevent a new rise of the public 
debt ratio in 1991, when economic activity slowed down. 
The double government norm aimed at freezing real non
interest expenditure and keeping the central government 
deficit constant in nominal terms, is clearly insufficient and 
needs to be extended to all levels of government, including 
social security. A significant reduction of the deficit is needed 
to bring the public debt ratio, which is still double the 
Community average, on to a clearly declining trend. 

Consolidation efforts in the Netherlands have also been 
inadequate during the period of strong growth (1988-90). 
Additional measures have been taken in 1991 so that public 
finance targets will be reached. The persistence of public 
dissaving, however, would warrant a tightening of govern
ment medium-term targets in order to reduce the public debt 
ratio. 

The reduction in public finance imbalances in Portugal in 
recent years reflects the complete overhaul of the tax system 
which increased its efficiency, an effort of expenditure re
straint, the cyclical upturn of the economy and the privatiza
tion process. However, the relative size of both the general 
government deficit and public debt are above the Com- · 
munity average. Consequently, and also in order to assist 
the disinflationary process, fiscal adjustment remains one of 
the main priorities of economic policy and should continue 
to be vigorously implemented. 

Ireland has been remarkably successful in consolidating its 
public finances in the late 1980s. Further consolidation has 
since been slowed down because of the effects of weaker 
growth on revenue and pressures on public expenditure from 
rising unemployment and increases in public sector pay. 
Consolidation efforts should be maintained over the medium 
term to keep the public debt ratio on a firm downward path. 

Germany and the United Kingdom are separate cases. 
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In Germany, as a direct consequence of the large financing 
needs arising from unification, the swing in the public sector 
accounts has been significant - close to 4 % of GDP be
tween 1989-91 despite a sustained level of activity. Even if 
the present deficit is less a matter of concern, apart from 
contributing to a biased policy mix, the medium-term pros
pects for bringing the deficit under control are rather dis
quieting. Even if consumption-supporting outlays are re
duced, they will gradually be replaced by large-scale infra
structural investment; the dynamics between steeply rising 
public sector indebtedness and interest charges will put fur
ther pressure on outlays. Fiscal consolidation will therefore 
be a major policy challenge for the years to come. 

Moreover, considerable emphasis has recently been laid on 
increasing revenues. Higher direct or indirect taxes are, how
ever, very likely to be reflected in higher wage demands to 
compensate for the income loss. In these conditions, excess
ive reliance on tax increases may initiate a new cycle of ever
rising claims on income distribution. There is still consider
able scope on the expenditure side to reduce the budget 
deficit. In addition, income support schemes should be de
signed in such a way as to ensure their temporary character. 

In the United Kingdom, deterioration in the budget balance 
is primarily due to the working of the automatic stabilizers 
during the severe recession. The authorities' medium-term 
objective remains that of attaining a broad budgetary bal
ance on a cyclically adjusted basis. A cautious policy stance 
remains appmpriate to maintain compliance with the me
dium-term objective of a balanced budget and continued 
positive public saving. 

In the last group of countries (Denmark, Spain, France and 
Luxembourg), budget balances and public debt burdens are 
broadly under control. These countries have positive public 
savings, meet the golden rule and have a public debt ratio 
below the Community average. There is still a need to 
maintain a cautious policy stance in these countries since 
some of them have strong inflationary pressures and large 
external deficits (Spain) or a high foreign debt (Denmark). 

The insistence on budget consolidation is motivated by sev
eral considerations: first it is intended to redress the presently 
lopsided policy mix of a relatively loose fiscal policy com
bined with a relatively restrictive mon~tary policy. Even 
when budget deficits are justifiable by temporary and excep
tional factors, it would still be appropriate to reduce them 
as fast as possible to achieve a more balanced policy mix. 
Second, there is a need for higher saving within the Com
munity for which the reduction of public deficits should 
provide a significant contribution. Finally, a more restrained 
fiscal policy is likely to result in more balanced wage develop
ments, which would contribute to better convergence. 
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A desired additional increase in the investment ratio to 
increase growth and employment raises the issue of the 
adequacy of saving. Although there are few signs that the 
low level of saving has had major repercussions on economic 
performance so far, it has contributed to keeping real long
term interest rates high. The inadequacy of saving, however, 
risks becoming a more decisive constraint on growth in the 
future, particularly for the newly liberalizing countries in 
Eastern and Central Europe and the developing world. A 
saving surplus can only be realized if the considerable public 
dissaving in the Community and in the other major Western 
countries is reversed. The generation of sufficient public 
saving is, therefore, also an essential precondition for a 
successful take-off of market economies in Central and East
ern Europe. 

Finally, in a full-fledged economic and monetary union, 
fiscal policy and particularly monetary policy will have less 
room for manoeuvre. Therefore, more emphasis will have 
to be laid on structural measures to bring about the necessary 
adjustment in the Community economies. 

3. Policies for structural adjustment 

The efforts to establish an internal market have resulted in 
the most wide-ranging supply-side initiative in the history 
of the Community. The dynamic of the internal market has, 
however, not only increased the growth potential of the 
Community; it has also highlighted the still sizeable rigidities 
present in markets. Such rigidities become more visible when 
competition increases. In the present less-supportive inter
national environment, it is also important for the Com
munity to reinforce its own domestic growth. 

Policies of structural adjustment, supported by adequate 
industrial policies, improve the adaptability and efficiency 
of the Community economies. In line with the implemen
tation of the 1992 programme, the Commission has emphasi
zed the need for industrial policy measures in various im
portant sectors and has put forward proposals to this effect. 
Policies of structural adjustment must accompany the com
pletion of the internal market in order to ensure that its full 
benefits are actually forthcoming. 

Furthermore, in EMU the nominal exchange rate will no 
longer be available between full participants as an instrument 
for adjustment. Increased flexibility in all markets will there
fore be necessary to ensure a balanced development of all 
areas of the union. In EMU, adaptability of the labour 
market will be an important element for adjustment if one 
wants to avoid further increases in unemployment. 
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Both national and Community policies for structural adjust
ment will have to play an even more important role. Together 
with prudent macroeconomic policies and the Community 
policy on economic and social cohesion which will have to 
be reinforced, this must constitute the Community's response 
to restore sustainable growth rates above 3! % a year in 
order to reduce the still high level of unemployment. Four 
areas in particular deserve further structural improvements: 
cooperation, the labour market, competition policy and in
ternational trade. 

Cooperation can improve the underlying conditions within 
which companies operate and strengthen the Community's 
international competition by mustering energies and inno
vation. A policy to improve infrastructure, and especially 
transportation, is an indispensable element in the creation of 
the internal market. It is equally an element in the cohesion 
process in the sense that a better working infrastructure 
lowers transportation and communications costs and brings 
the peripheral regions closer to the centre of the Community. 

Further efforts will also have to be undertaken in the area 
of innovation, research and development. Research and de
velopment policies will stimulate the competitiveness of the 
Community companies, but, in a period of intense techno
logical change often involving massive development costs, 
the results of such efforts must be spread more widely 
through increased cooperation. This will hasten the adjust
ment of our economies to new technological advances. Also 
in the area of industrial restructuring and the environment, 
increased cooperation is likely to facilitate adjustment. Co
operation in these areas should allow the Community to 
better face international competition. The Community can 
play an important stimulating role in bringing enterprises 
together. 

Labour markets in the Community have been showing 
greater adaptability, but this improvement is still insufficient. 
Rising wage pressures at a time when more than 9 % of 
the civilian labour force is still unemployed suggest that 
significant structural problems persist in labour markets. 

The completion of the internal market at a time of reduced 
growth in the Community economy and increased compe
tition from abroad means that companies and workers have 
to adapt working methods and practices to these new circum
stances. Flexibility in companies' responses to the new op
erating environment have to be matched by flexibility in the 
labour market in terms of training and skills as well as in 
the employment conditions and practices. 

In most countries, the adjustment of wage costs is still 
insufficient to ensure full employment. If increased unem-

ployment is to be avoided, the social partners must take the 
need for adjustment more into account in their negotiations. 
Member States' authorities should therefore make their pol
icy objectives more visible so that macroeconomic prospects 
can be better taken into consideration in wage negotiations. 
Credible commitment to convergence by the governments 
of the Member States provides one such approach. 

Rigid wage structures, employment practices and lack of 
training have accentuated the problems of those outside 
the workforce. The large number of untrained unemployed 
illustrates the problem of cost and adequate skills in relation 
to their productive potential. Member States should examine 
labour market regulations and social security provisions in 
order to rectify features that impede entry or re-entry into 
the labour market. 

Finally, there seems to be a good case for encouraging a 
more active labour market policy with greater emphasis on 
retraining than on the provision of unemployment support. 

Competition is bound to intensify with the completion of 
the internal market as barriers are systematically reduced. 
European companies must be prepared for this greater com
petition, which has already generated a ·wave of merger 
activities within the Community. To avoid dominant pos
itions that reduce competition and lower overall welfare, the 
Community pursues an active competition policy. 

Increased competition may also lead to calls for more aid 
to defend companies or industries that are coming under 
pressure from such competition. State subsidies, however, 
can threaten the functioning of the market process by confin
ing specific advantages to competing companies. They also 
risk preventing the necessary restructuring of industry. 
Therefore, the Commission strives to limit subsidization and 
to incorporate it in a context of restructuring. 

The economically stronger countries in the Community 
should resist the temptation to compensate by domestic 
subsidies the greater competition resulting from the opening 
of markets. Indeed such subsidies risk cancelling out the 
competitive advantages gained by the least favoured 
countries in specific sectors. 

Free and undistorted competition in the Community requires 
efficient surveillance of State aids. The Commission has 
undertaken two surveys on public aids in the European 
Community in 1988 and in 1990 and is consistently striving 
for greater transparency in this field. Public aids still absorb 
a significant share of public resources in Member States 
(Table 9). The second survey identified total national public 
aids amounting to 2,2 % of Community GDP, or more 
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Table 10 

State aids in the Community1 

As% of As% of 
GDP public 

expenditure 

B 3,2 5,8 
DK 1,0 1,7 
D 2,5 5,3 
GR 3,1 6,5 
E 2,3 5,5 
F 2,0 3,8 
IRL 2,7 5,2 
I 3,1 6,2 
L 4,1 7,6 
NL 1,3 2,1 
p 2,3 5,3 
UK I, I 2,6 

( average /986~8) 

Granted in the form of: 

public 
expenditure 

(%) 

89 
100 
36 

100 
100 
82 
63 
64 
91 
70 
41 
94 

tax 
expenditure 

(%) 

11 
0 

64 
0 
0 

18 
37 
36 
9 

30 
60 
6 

I Refers to subsidies that are subject to Community rules. The total of subsidies granted is 
difficult to establish due to the various forms which subsidies can take and the lack of 
comprehensive national data. 

Source: Commission, second survey on State aids. 

than twice the Community budget. The differences between 
Member States are considerable, with Denmark and the 
United Kingdom spending just I% of their GDP, but 
Belgium, Greece, Italy and Luxembourg spending 3 % and 
more. 

State aids are heavily concentrated: the manufacturing sec
tor took 41 %, the transport sector 30 %, the coal industry 
16 % and agriculture (national aids) 13 %. 

In the run-up to EMU, national expenditures on subsidies 
should come under closer scrutiny to improve convergence. 
A commitment to more discipline on subsidies would also 
contribute to the achievement of a more open international 
trading system. 

The resurgence of protectionist tendencies in international 
trade is a worrisome development. Friction among trading 
partners has been intense, particularly with regard to the 
subsidization of agriculture and some declining industries. 
The use of non-tariff measures to protect domestic products 
has intensified in various parts of the world. The Community 
is committed to achieving by the end of 1991 an ambitious, 
global and balanced result to the Uruguay Round, which is 
presently in a crucial phase. This is necessary in order to 
strengthen the multilateral trading system and to reverse the 
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trend towards protectionism. Further delays could under
mine the adjustment strategy of many developing and Cen
tral and East European countries which have adopted an 
outward-looking market-oriented approach to growth and 
development. The major industrial countries carry a large 
responsibility in this area and should strive for an early 
conclusion of the Uruguay Round. 

A successful outcome of the Round would not only serve 
the interests of the Community by ensuring market access 
and reduced protection in the traditional areas of trade 
negotiations. It would also allow the extension of multilat
erally agreed rules to new areas of great relevance for the 
Community: services, intellectual property rights and inter
national investment. 

The negotiations between the Community and EFT A 
countries with the aim of erecting a European Economic 
Area have been concluded and will increase the benefits of 
the internal market to an even greater area. By facilitating 
the flow of goods, services, capital and labour between the 
EC and EFT A, the agreement will make a further contri
bution to more competition and the improvement of the 
supply side of the economy. 

The Community is actively involved in assisting Central and 
East European countries to advance political and economic 
reforms. The Commission not only manages the Com
munity's own programmes of assistance, but is also coordi
nator for the Group of 24 (G-24), which comprises all major 
industrialized countries. 

Assistance takes a variety of forms, including support for 
economic reconstruction, food aid and emergency assistance, 
technical assistance, balance of payments support, invest
ment finance and export credits. The Community has be
come the main source of funds for Central and East Euro
pean countries, providing about half of the total aid they 
receive. Moreover, the Community has completed nego- · 
tiations for European agreements establishing relations of 
association with Hungary, Poland and Czechoslovakia. 
These agreements will enable Central and East European 
countries to participate in the process of European inte
gration. They are of overriding political and economic im
portance, at a time when these countries' reforms are at a 
crucial stage and their main traditional export market (the 
USSR) has collapsed. The establishment of free trade will 
encourage private investment in these countries, which is 
one of the main conditions for the economic reforms to be 
successful. The Community is ready to negotiate similar 
agreements with other Central and East European countries 
which satisfy the necessary political and economic con
ditions. 



IV - Macroeconomic policies and policies for structural adjustment 

The Community has shown its willingness to improve access 
to its markets to Central and Eastern Europe for products 
with which these countries can compete effectively on world 
markets including agriculture, textiles, coal and steel. Ac
count should be taken of the implications and difficulties of 
this improved access for the sectors and regions concerned 

in the Community. This improvement in market access will 
not be carried out at the expense of existing commercial 
relations with other partners, in particular developing 
countries with which the Community has cooperation agree
ments. Such market access is critical for the successful devel
opment of these economies. 
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Main economic indicators, 1989-93 

Community, USA and Japan 

(a) GDP at constant prices1 

(annual% change) 

1989 1990 

B 3,9 3,7 
DK 1,2 2,1 
D 3,3 4,7 

GR 2,8 -0,3 
E 4,8 3,7 
F 3,6 2,8 

IRL 5,9 5,7 
I 3,2 2,0 
L 6,1 2,3 

NL 4,0 3,9 
p 5,4 4,0 
UK 2,2 0,8 

EC 3,3 2,8 

USA 2,8 0,9 
Japan 4,9 5,6 

(c) Deflator of private consumption 
(annual% change) 

1989 1990 

B 3,5 3,5 
DK 5,1 2,5 
D 3,1 2,6 

GR 14,7 20,2 
E 6,6 6,4 
F 3,5 2,9 

IRL 3,9 2,6 
I 5,8 6,2 
L 3,4 4,2 

NL 2,9 2,5 
p 12,8 13,6 
UK 5,9 8,4 

EC 4,9 5,2 

USA 4,5 5,0 
Japan 1,7 2,4 

1 GNP for USA and Japan from 1990 onwards. 
2 Based on the forecasts of autumn 1991. 

Source: Commission services. 
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19912 

1,3 
1,8 
3,3 

0,7 
2,5 
1,3 

1,3 
1,1 
3,0 

2,3 
2,0 

-1,8 

1,3 

-0,4 
4,6 

19912 

3,2 
2,4 
3,5 

18,3 
5,8 
3,0 

3,0 
6,4 
3,4 

3,2 
11,7 
6,5 

5,0 

4,4 
2,8 

19922 19932 

2 y. 2Y, 
3 3 y. 
2Y. I 'I• 
I Y. 2 
3 3Y. 
2Y. 2 y, 

2Y. 2'!. 
2 2Y, 
3Y, 3Y, 

I Y. 2 
I :Y. 2 
2 2'!. 
2Y. 2Y, 

2 2Y. 
3Y, 3Y, 

19922 19932 

3Y, 3Y, 
2 y. 2Y, 
4Y. 4 

14Y. II 
SY, 5 y. 
3 2'!. 
3 2:Y. 
SY. SY. 
331. 3Y. 

3Y, 3Y. 
9Y, 7:Y. 
4Y, 4 

4Y, 4Y. 
4'!. 5 
2Y, 2Y, 

(b) Domestic demand at constant prices 
( annual % change) 

1989 1990 1991 2 19922 19932 

B 4,9 3,4 1,2 2Y. 2Y. 
DK 0,3 -0,7 0,4 2 3Y. 
D 2,7 5,0 3,0 2Y. 2 

GR 3,3 3,3 -0,3 2Y. 
E 7,8 4,6 3,1 3Y, 3 Y, 
F 3,2 3,2 1,1 2 2Y. 

IRL 6,0 5,4 0,6 I y. I'!. 
I 3,6 1,9 1,5 2Y. 2'!. 
L 7,8 3,4 4,3 3'/. 3'/• 

NL 4,9 3,6 2,1 y. I Y, 
p 4,0 5,8 4,6 3 v. 3y. 
UK 3,1 -0,1 -3,0 2Y. 3 

EC 3,7 2,9 1,1 2Y. 2Y, 

USA 2,2 0,5 -1,0 2 2 
Japan 5,7 5,8 3,4 3:Y. 3:Y. 

(d) Balance on current transactions 
(as% of GDP) 

1989 1990 19912 19922 19932 

B 1,1 1,0 1,0 I y. 
DK -1,2 0,8 1,4 2Y. 2Y, 
D 4,7 3,2 -1,1 -1 - 'I• 

GR -4,8 -6,1 -4,1 -3Y. -2:Y. 
E -3,2 -3,5 -3,1 -3Y. -3Y. 
F -0,1 -1,0 -0,7 - :y. - 'I• 

IRL 1,3 3,4 2,3 2 I 'I• 
I -1,4 -1,4 -1,3 -1 Y, -1 :Y. 
L 34,4 31,2 28,1 26 25Y2 

NL 3,3 3,8 4,1 4Y, 4:y. 
p -2,9 -0,3 -1,1 -1 Y, -2Y, 
UK -4,8 -2,6 -1 ,1 -1 Y, -I y. 

EC -0,1 -0,2 -0,8 -1 - '!. 

USA -1,9 -1,6 -0,1 - '!. - :y. 
Japan 2,1 1,2 1,5 I Y, 1 '!. 
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(e) Number of unemployed as % of the (f) General government lending and 
civilian labour force borrowing (as % of GDP) 

1989 1990 1991 I 19921 1993 1 1989 1990 1991 1 

B 8,5 8,1 8,6 8 y, 8Y2 B -6,7 -5,6 -6,3 
DK 7,8 8,2 9,5 9Y2 9 DK -0,5 -1,5 -1,7 
D 5,5 5,1 4,6 5 5Y2 D 0,2 -1,9 -3,6 
GR 7,5 7,5 8,8 9y. 9'!. GR -18,3 -19,8 -17,3 
E 17,1 16,1 15,8 15Y2 15Y. E -2,7 -4,0 -3,9 
F 9,4 9,0 9,5 10 lOY. F -1,2 -1,6 -1,5 
IRL 16,0 15,6 16,8 18 l8Y2 IRL -3,5 -3,6 -4,1 
I 10,7 9,8 9,4 9Y2 9Y. 12 -10,1 -10,6 -9,9 
L 1,8 1,7 1,6 1 Y2 1 Y2 L 4,3 4,7 1,9 
NL 8,7 8,1 7,2 7'!. 7'!. NL -5,2 -5,3 -4,4 
p 4,8 4,6 4,0 4Y. 4'!. p -3,4 -5,8 -5,4 
UK 7,0 6,4 8,4 9'!. 10 UK 1,3 -0,7 -1,9 
EC 8,9 8,4 8,6 9 9Y. EC -2,9 -4,1 -4,4 
USA 5,3 5,5 6,7 7 6'!. USA -1,7 -2,4 -2,3 
Japan 2,3 2,1 2,2 2Y. 2Y. Japan 2,5 2,2 1,8 

(g) Total employment (h) Real compensation of employees per head3 

( annual % change) (annual "lo of change) 

1989 1990 1991' 19921 1993 1 

B 1,6 0,9 -0,3 0 Y. B 
DK -0,6 -0,4 -1,0 0 1 DK 
D 1,4 2,8 2,8 1 y. D 

GR 0,4 0,2 -0,8 -0 y. GR 
E 3,6 2,6 0,7 1 y. 1 Y2 E 
F 1,1 1,2 0,4 -0 Y2 F 

IRL -0,1 1,3 0,0 Y. :Y. IRL 
I 0,2 1,0 0,9 Y2 :y. I 
L 4,0 4,2 1,9 1 Y2 1 Y2 L 

NL 1,6 2,1 1,0 - Y. 0 NL 
p 1,0 1,1 1,1 0 - Y2 p 

UK 2,8 0,4 -2,3 - :y. Y2 UK 
EC 1,5 1,4 0,5 y. Y2 EC 

USA 2,3 0,5 -0,8 1 Y2 USA 
Japan 1,9 2,0 1,6 1 Y2 1 Y2 Japan 

1 Based on the forecasts of autumn 1991. 
2 I 992 and 1992: does not fully incorporate the effects of the measures of the convergence programme. 
l Deflated by the deflator of private consumption. 

Source: Commission services. 

1989 

0,1 
-1,6 
-0,2 

2,9 
-0,5 

1,2 

2,2 
3,0 
3,0 

-2,4 
0,8 
2,8 

1,1 

-1,0 
2,5 

1990 1991' 

2,8 1,9 
1,0 1, 1 
1,5 2,6 

0,0 -1,7 
1,2 1,8 
1,9 1,5 

5,9 3,5 
3,9 1,7 
1,0 1,3 
1,1 1,5 
3,7 6,6 
2,7 1,7 

2,3 2,0 
-0,1 0,3 

1,8 1,0 

19921 19931 

-6Y. -5'!. 
-1 Y2 - Y2 
-3Y. -3:Y. 

-14 - lOY. 
-3Y2 -3Y. 
-1 '!. -1 Y2 
-4 -4 
-9Y. -9Y2 

2 2 
-4 - 3:Y. 
-4Y2 -4 
-3Y2 -3Y. 

-4Y2 -4Y. 
-2 -1 Y2 

2 2 

19921 19931 

2Y. 2 
1 y. 1 Y2 
1 Y2 1 Y2 

-2Y. - :y. 
1 y. 1 Y. 
1 1 

3 2Y. 
1 Y2 1 Y2 
1 y, 1 :Y. 

1 Y2 2 
4Y, 2 
1 Y. 1 Y2 
1 y. 1 Y. 

-0 - y. 
1 1 
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(i) Investment in construction at constant prices 
(annual o;. change) 

1989 1990 1991' 19921 

B 8,9 6,7 -1,4 3Y. 
DK -4,6 -6,1 -6,5 -1 
D 5,1 5,3 3,5 2Y2 

GR 2,0 2,1 -5,0 2Y2 
E 14,9 10,7 5,3 4 
F 5,3 2,3 1,2 2 

IRL 9,8 8,4 -2,9 4 
I 3,6 2,5 0,4 1 '!. 
L 4,4 5,9 5,9 4Y, 

NL 1,6 1,3 -0,6 -1 
p 3,5 6,5 4,5 3 
UK 2,5 -1,1 -12,9 - :y. 

EC 5,3 3,6 -0,5 1 :Y. 

(k) Gross fixed capital formation at constant prices 
( annual % change) 

1989 1990 

B 13,6 8,3 
DK 0,2 -1 ,9 
D 7,1 8,8 

GR 8,6 4,8 
E 13,7 6,7 
F 5,8 3,8 
IRL 11,3 7,5 
I 5,1 3,0 
L 13,4 9,4 
NL 3,0 4,2 
p 7,5 7,5 
UK 4,8 -2,4 

EC 6,7 4,1 
USA 2,7 0,9 
Japan 11,0 10,9 

' Based on the forecasts of autumn 1991. 
Source: Commission services. 
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1991 1 19921 

0,6 3 
-1,9 2 
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-0,6 1 :y. 
-0,4 3'!. 
-0,4 2Y, 

6,2 4:Y. 
1,1 -1 
4,5 3 

-12,8 - :y. 

-0,5 2Y. 
-4,4 4Y, 

4,6 3Y2 

19931 

2'!. 
4 
1 '/• 
5 
4 
3 

4 
1 Y. 
3Y. 

1 Y. 
4 
4:Y. 

2:Y. 

19931 

2:Y. 
7Y. 
3 
SY, 
4 
3y. 

4'!. 
3 
4 

2 
3:Y. 
6Y1 

3:Y. 

SY1 
4 

(j) Investment in equipment at constant prices 
( annual % change) 

1989 1990 1991 1 19921 19931 

B 18,2 10,3 3,0 2:Y. 2:Y. 
DK 6,3 3,0 3,0 5 10 
D 10,0 12,9 10,0 5 4Y1 

GR 17,4 7,9 3,0 4Y1 6 
E 13,0 1,2 -2,5 3 4 
F 5,8 5,0 -1,8 1 Y2 3Y2 

IRL 15,3 6,8 1,8 3:Y. 4Y1 
I 6,2 3,5 -1,1 3Y2 4Y1 
L 26,3 13,7 6,4 4:Y. 4'!. 

NL 4,5 7,7 3,0 -1 y. 2Y, 
p 10,0 8,5 4,5 3 3 Y2 
UK 8,3 -3,6 -12,8 -1 8 

EC 8,5 4,7 -0,4 2Y:z 4'!. 

(I) GDP per head 
(EC = 100) at current prices and purchasing power standards 

1960 1973 1986 19921 19931 

B 95,4 101,2 100,6 103,4 103,8 
DK 118,3 113,1 117,0 110,2 111,4 
D 117,9 111,1 114,0 113,6 112,3 
GR 38,6 56,8 55,9 52,1 52,0 
E 60,3 79,0 72,8 79,9 80,7 
F 105,8 110,4 110,1 108,8 108,8 

IRL 60,8 58,9 63,4 68,9 69,2 
I 86,5 93,3 103,0 103,2 103,4 
L 158,5 141,9 126,2 130,0 132,6 

NL 118,6 113,1 106,0 102,7 102,0 
p 38,7 56,4 52,5 56,3 56,2 
UK 128,6 108,5 105,4 102,1 102,5 

EC 100,0 100,0 100,0 100,0 100,0 

USA 189,6 161,6 155,7 146,8 145,9 
Japan 55,8 96,2 110,6 124,3 125,6 
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Introduction 

1991 has been a year of markedly slower growth for the 
Community economy as a whole, with rising unemployment 
and with investment expected to fall in absolute terms for 
the first time since the 1981-82 recession. Only a relatively 
slow recovery in output growth is foreseen for 1992, with a 
further modest acceleration in 1993, and unemployment is 
forecast to continue rising in both years. 

In part the sharp deterioration in performance in 1991 can be 
explained by the particularly adverse international economic 
environment. The chief factor here was the abrupt decline 
in business and consumer confidence internationally which 
followed the invasion of Kuwait. Despite the short duration 
of the eventual conflict and the avoidance of a major oil
price shock, confidence has been slow to recover. 

In addition (and only partly as a consequence of the Gulf 
crisis) a substantial number of export markets were subject 
to recession in their respective economies: notably the United 
States of America and Canada but also smaller economies 
such as Australia, Sweden, Finland and Switzerland. Separ
ately, demand from Eastern Europe collapsed as ·the com
mand economies broke up. Overall, world output growth 
including the Community may turn out to have been only 
marginally positive, with extra-Community world trade 
growth of under 2 % . 

Within the Community, individual member countries have 
recorded very diverse performances in 1991. This is most 
true for Germany and the United Kingdom. Germany ex
perienced the first full year of unification, with still buoyant 
internal demand growth supporting EC output via a con
tinued spillover into imports from other Community 
countries. In contrast, the performance of the United 
Kingdom depressed overall Community results, with the 
economy experiencing severe recession, the expected GDP 
fall of almost 2 % being the most severe among the major 
international economies. 

Other member countries' performances lie between these 
extremes, although some cyclical slowdown was a common 
experience. In France and Italy GDP is expected to grow by 
about 1 to It%, with structural weaknesses evident in both 
economies. The increase in demand from the enlarged Ger
man market has helped underpin moderately strong growth 
in the Benelux countries, Denmark and Portugal. In Spain, 
still relatively strong domestic demand growth has helped a 
more sustainable rate of growth after the very high rates of 
recent years. For Greece, 1991 marked the first year of a 
medium-term structural adjustment programme and output 
remained depressed. 

Introduction 

The economies of both Germany and the United Kingdom 
are expected to grow at a rate more in line with the rest of 
the Community during 1992 and 1993. The tailing-off of the 
impetus from higher demand in the enlarged Germany will 
lead to slower growth in West Germany with similar effects 
in Germany's main trading partners. However, recovery in 
the United Kingdom, the reversal of cyclical effects in other 
countries and a more buoyant external environment (with 
extra-Community world trade growing at 5 % or more) 
should result in Community growth overall accelerating. 
Growth is thus expected to strengthen significantly in all 
member countries other than Germany and the Netherlands, 
and Portugal where the authorities are pursuing a policy of 
consolidation in preparation for EMU. 

The upturn foreseen for 1992 and 1993 is relatively weak, 
as a consequence of the slow re-establishment of internal 
balance and the pursuit of fiscal and monetary consolidation 
in many member countries. The achievement of greater 
nominal convergence in terms of inflation and fiscal deficits, 
arrested in 1990, is nevertheless still largely postponed as 
underlying structural weaknesses continue to weigh heavily 
on performance. 

Further deceleration of inflation, after the uptick recorded 
in 1990, is decidedly modest in 1991 and 1992 and no overall 
progress is foreseen in 1993. Among several of the original 
ERM narrow-band countries, performance is deteriorating. 
This result stems largely from continuing high wage and unit 
labour cost increases; in 1991 wage increases accelerated 
particularly significantly in Germany and the Netherlands. 
Progress in Italy and the newer ERM members has been 
somewhat more encouraging, with a particularly large re
duction in inflation in the United Kingdom (there aided by 
the recession). Inflation is also on a downward trend in 
Greece and Portugal where both countries are pursuing 
stabilization policies. 

The picture for stabilization of government deficits is simi
larly unencouraging. After the increase in government net 
borrowing as a percentage of GDP in 1990, which broke an 
improving trend in the late 1980s, the position worsened 
further in 1991. This result owes largely to a very substantial 
increase in borrowing by Germany to finance transfers to 
the eastern Lander and to the deterioration in the UK 
budgetary position, there mainly due to the depth of the 
recession. Other member countries affected by economic 
slowdown have taken discretionary steps to offset the full 
effect of automatic stabilizers, while, as noted above, in the 
context of entry into Stage II of EMU, certain countries 
are pursuing medium-term fiscal consolidation policies. For 
1992, despite some economic recovery, most countries' 
budget positions are e'Xpected to record only modest im-
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provement, while at the Community level this is likely to be 
offset by a further substantial deterioration in the UK. 
The latter reflects partly assessment and payment lags in 
corporate taxation and continuing labour market weakness. 
For 1993 only slight further progress in reducing deficits is 
expected. 

The disappointing picture for nominal convergence in view 
of further planned steps towards EMU is not lightened 
by significant progress in rectifying real imbalances. Chief 
among these is an undynamic labour market performance. 
After employment growth in the Community averaging I to 
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It% in the four years after 1986, employment is forecast to 
expand by t % p.a. or under in 1991-93. Similarly to the 
picture for output, individual countries' performances are 
very diverse, with a sharp contraction in employment in the 
United Kingdom and higher growth in Germany and Spain. 
Low employment growth overall implies a continuing 
growth in unemployment in many countries, partly reversing 
the improvements of the late 1980s. 

A fuller assessment of developments and important policy 
issues in each of the national economies of the Community 
is given in the following sections. 



Belgium 

Marked slowdown in economic growth 

In the period from 1988 to 1990 the Belgian economy perfor
med remarkably well. Growth averaged over 4 % per year, 
nearly one percentage point above the EC average. Employ
ment creation, favoured by real wage moderation, brought 
the Belgian unemployment rate below the EC average. De
spite high real interest rates, both discretionary policy action 
and the economic cycle allowed for some progress to be 
made in correcting the major public finance imbalances. 

In 1991 growth decelerated sharply to about 1,5 % , reflecting 
the weakening of the principal components of domestic 
demand: private consumption and investment. The slowing 
down of private consumption reflects, to a large extent, the 
deterioration of consumer confidence associated with the 
unfavourable outlook for the labour market. In 1991, the 
average rate of unemployment (Eurostat definition) rose to 
8,6 % (8, 1 % in 1990). 

Table 1 

Belgium: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP (% change) 1,5 3,6 3,7 1,3 2,1 2,5 

Total domestic demand 
(% change) 1,9 4,3 3,4 1,2 2,2 2,3 

Employment(% change) 0,4 1,2 0,9 -0,3 0,0 0,3 

Unemployment rate(%) 11,9 10,0 8,1 8,6 8,6 8,4 

Inflation(%) 4,0 2,4 3,5 3,2 3,4 3,6 

Balance of current 
account (% of GDP) 0,6 1,3 1,0 1,0 1,1 1,2 

For definitions. see Table 3. 

In recent years, the strong growth in all categories of private 
investment indicated the increased speed of adjustment be
tween actual and desired capital stock levels, following the 
general improvement in the economic situation and in firms' 
profitability and financial position. In 1991, the investment 
climate deteriorated with the economic slowdown and uncer
tain international conditions. As a result private investment 
expenditures practically stagnated. Residential construction 
expenditures, after a staggering accumulated increase of over 
40 % between 1987 and 1990, declined by around 5 % in 
1991, partly reflecting the high level of real interest rates. 

Belgium 

Table 2 

Belgium: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 15,8 18,2 20,6 20,5 20,7 20,7 
(% change) 2,3 10,9 8,3 0,6 3,0 2,8 

of which: 
Construction (% change) - 1,3 8,4 6,7 -1,4 3,3 2,7 

Equipment(% change) 7,0 13,0 10,3 3,0 2,8 2,8 

Exports of goods have benefited in 1991 from the impact of 
German unification and, despite weaker demand in other 
markets, are estimated to have risen in volume by about 
4 %. Belgian export performance compares satisfactorily 
with that of its main European competitors. The current 
account has remained in a surplus of close to 1 % of GDP. 

Table 3 

Belgium: Economic policy indicators 

1984-86 1987-89 1990 1991 1992 1993 

Money growth 
(% change) 7,9 9,2 6,9 4,6 5,5 6,2 

Short-term interest rate 9,7 7,5 9,8 9,3 9,4 9,0 

Long-term interest rate 10,2 8,1 10,1 9,3 9,0 8,9 

Competitiveness I 101,4 103,5 104,8 102,7 102,6 102,6 

Budget balance 
(% of GDP) -8,9 -6,9 -5,6 -6,3 -6,2 -5,8 

Gross public debt 
(% of GDP) 

Nominal wages per head 
(% change) 

Real wages per head 
(% change) 

1 BLEU 1985 = 100. 

Definitions: 

118,8 130,6 

5,2 2,7 

1,2 0,3 

Unemployment rate: harmonized Eurostat definition. 
Inflation: private consumption deflator. 
Money growth: broad money (M2/M3). 

127,3 129,4 129,6 128,9 

6,4 5,2 5,7 5,6 

2,8 1,9 2,2 1,9 

Competitiveness: nominal unit wage cost (total economy) relative to 19 industrial countries 
double weighting of exports. 1985 = 100. • 

Budget balance: net lending/borrowing of general government. 
Gross public debt: general government. 
Nominal wages: compensation of employees per head. 
R~al wages: compensation of employees per head deflated by private comsumption prices. 
Figures for 1991-93 are forecasts made by the Commission services. November 1991. 
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Consumer price inflation in 1991 was kept at around 3,2 %, 
which compares favourably with the average inflation rate 
in the countries participating in the narrow band of the 
ERM. Real wage increases averaged just under 2 %, but 
productivity growth slowed down in parallel with the econ
omic cycle. On balance, price competitiveness has moved 
satisfactorily in 1991, partly because of nominal effective 
exchange-rate movements and relatively high wage settle
ments in other competitor countries. 

In 1992, real growth is expected to recover somewhat to 
about 2 %, as both private consumption and investment will 
pick up moderately. However, employment will stagnate 
and the rate of unemployment is not expected to resume a 
downward trend. The profitability of the enterprises will 
begin to improve again, reflecting both the cyclical increase 
in productivity and wage moderation. 

Fiscal consolidation remains the main priority 
of economic policy 

The main policy objective since the mid- I 980s has been the 
consolidation of the public finances. The goal was first 
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to arrest the snowball effect of debt accumulation, and 
subsequently to reduce the debt/GDP ratio to sustainable 
levels. In the period 1989-91 , the Belgian authorities im
plemented a fiscal consolidation strategy based on the fol
lowing double norm for the national government budget: 
(i) a zero real growth rate for non-interest expenditures, and 
(ii) no increase in the nominal deficit. Ideally, the process 
of fiscal consolidation should be conducted for general 
government as a whole so as to avoid any slackening of 
discipline through offsetting developments at subnational 
level or in the social security system. However, the federal 
structure of the Belgian State makes the fixing of normative 
global targets more difficult. The 1988 constitutional reform 
involved a wide devolution of powers to communities and 
regions. Coordination mechanisms to guarantee the overall 
consistency of policies were put into place with the 1989 law 
on the financing of regions and communities. The reports 
of the 'Conseil superieur des finances, section besoins de 
financement des pouvoirs publics' have partly contributed 
to the creation of the required political consensus by provid
ing the economic rationale for a prolonged effort at fiscal 
consolidation. Nevertheless, institutional Jinks between the 
national government and the social security system could be 
further explored in the designing of any new normative 
strategy. 

' · 



In 1989 and 1990, the ratio of public debt to GDP declined 
slightly, reflecting a sustained effort at fiscal consolidation 
in a favourable economic environment; at the end of 1990 
however, the public debt/GDP ratio of 125,4 % was still by 
far the highest in the Community. In 1991, both the slow
down in economic activity and the impact of the reform of 
personal taxation have contributed to the deterioration of 
the fiscal position; the general government deficit has wid
ened by 0,7 percentage points to an estimated 6,3 % of GDP. 
The efforts at fiscal consolidation will have to resume in 
the years ahead until the burden of servicing the debt has 
decreased to acceptable levels. At present, by pre-empting 
about one quarter of general government receipts, interest 
expenditures crowd out other public outlays with a poten
tially high rate of return; this, in tum, has detrimental 
consequences for Belgium's international competitive pos
ition. The scope for using the public finance stabilizers is 
also substantially reduced, as revenue-raising considerations 
have become of paramount importance. Several factors 
point to the desirability of concentrating the efforts at fiscal 
consolidation in the first half of the 1990s to minimize 
adjustment costs: the setting of minimum rules for budgetary 
convergence in Stage II of EMU, the current high levels of 
real interest rates, and the prospect of an ageing population 
at the tum of the century. 

GRAPH2: ....... -

Belgium 

Important reforms in the financial markets 

The Belgian authorities announced a 'franc fort' policy in 
May 1990. This policy involves the pegging of the Belgian 
franc to the stronger currencies in the ERM. Since then, the 
Belgian franc has been managed inside an implicit band of 
± 0,5 % around its central rate against the Deutschmark. 
The Belgian authorities are also committed to maintaining 
the central parity of the BFR/DM exchange-rate in the event 
of an EMS realignment. The hardening of Belgian exchange
rate policy was part of a package of measures aimed at: 
(i) eliminating the risk premium and increasing the attract
iveness of assets denominated in Belgian francs; and (ii) 
modernizing financial markets. 

This new exchange-rate policy and the lowering of the with
holding tax on interest earnings - in March 1990, from 25 
to 10 % - contributed to the strengthening of the Belgian 
franc within the narrow EMS band, allowing the authorities 
to reduce substantially the short-term interest-rate differen
tial against the Deutschmark. This differential has by now 
virtually disappeared, while it amounted to about 150 basis 
points in mid-1990. In contrast, the long-term interest-rate 
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differential has only been marginally reduced, partly re
flecting Belgium's fiscal imbalances. 

A policy of modernizing Belgian financial markets was pur
sued in 1991. The main challenge is to prepare the Belgian 
financial system for increased competition within the single 
European market. After the successful introduction of a new 
liquid long-term government security (obligations lineaires 
(OLOs)) in 1989, followed in 1990 by the restructuring of 
the secondary bond market, involving the nomination of 
primary dealers, a comprehensive reform of money markets 
was implemented on 29 January 1991. The reorganization 
of the money market has basically two objectives: (i) the 
harmonization of Belgian instruments of monetary policy 
with those already in use in most other industrialized 
countries; and (ii) improvements in the financing of the 
budget deficit. 

The two main aspects of the financial reform are: (i) the 
changes introduced in the Treasury Certificate market; and 
(ii) a new framework for monetary policy. Before this reform 
the conduct of monetary policy relied solely on the Treasury 
Certificate market, which was also central to the short-term 
refinancing of the public debt. The interest rate on Treasury 
Certificates was set by the National Bank in concert with 
the Minister for Finance, to minimize the costs of financing 
the government debt subject to the exchange-rate constraint. 
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This arrangement had two main drawbacks: (i) it pursued 
potentially conflicting goals, which might limit the autonomy 
of the central bank; and (ii) interest rates were not competi
tively determined. The modernization of the money market 
will put further pressure on the profitability of the banking 
sector; in consequence, the Belgian Prices Commission has 
authorized banks to charge limited fees on standard payment 
transactions. 

An important legal framework for long-term capital mar
kets, the so-called 'mammoth law', was published on 
4 December 1990. This legislative package will bring changes 
in many aspects of the capital markets, inter alia, reducing 
brokerage fees, ending the stockbrokers' monopoly, lower
ing transaction costs, tightening information requirements 
for corporations listed on the Stock Exchange, allowing for 
new categories of investment funds, and defining insider 
trading. 

The present momentum of financial reform is expected to 
continue as the authorities are considering draft legislation in 
a number of important areas, including credit securitization, 
mortgage lending (allowing for some flexibility of interest 
rates), and the insurance sector, where the competitive pos
ition of firms is widely judged as weak in the context of the 
single European market. 



Denmark 

Danish economy completes an important 
adjustment process. 

After several difficult years, Denmark appears to be coming 
to the end of a very important adjustment process. In the 
second half of the 1980s, the hard currency option adopted 
by Denmark gained credibility. The subsequent narrowing 
in the interest-rate differential vis-a-vis Germany was a clear 
indication that markets increasingly believed that the Danish 
exchange rate would remain unchanged against the Deutsch
mark. However, during the period of transition to nominal 
convergence, an inflation differential persisted and Danish 
competitiveness deteriorated. Therefore, the dampening im
pact of tight fiscal and monetary policy on domestic demand 
was reinforced by falling external demand due to a real 
appreciation. Disinflation was accompanied by weak growth 
in the economy over the late 1980s during which unemploy
ment rose strongly. 

Increasingly, however, labour market behaviour in Denmark 
has taken into account the challenge arising from economic 
integration within the Community. Since 1988 nominal wage 
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Denmark 

moderation has been the key element in reversing the negative 
trend in competitiveness. As productivity growth appears to 
have accelerated, the profitability of Danish enterprises has 
improved considerably. The economic fundamentals appear 
to point to a sustained improvement in the two persistent 
problems in the Danish economy: high unemployment and 
the high interest burden on foreign debt. 

The two-year wage settlements of spring 1991 showed a 
continued recognition within the labour market that wage 
moderation is the most important factor for supply-led im
provement in the performance of the economy. A further 
fall in real unit labour costs is expected yielding an improve
ment in profit margins. Competitiveness vis-a-vis partner 
countries is boosting external performance, and the very 
favourable evolution of the trade balance should be consoli
dated in the coming years. 

High productivity growth, a low inflation rate, stable unit 
labour costs and falling interest rates are features of the 
currently favourable economic situation and outlook. As the 
completion of the single market approaches and the external 
environment is expected to improve, the Danish economy 
should be able to reap the fruits of its internal adjustment 
process. 

35 



The national economies 

Table 1 

Denmark: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP (% change) 4,1 0,7 2,1 1,8 3,0 3,3 

Total domestic demand 
(% change) 5,5 -1,2 -0,7 0,4 2,0 3,2 

Employment(% change) 2,3 0,1 -0,4 -1,0 0,0 1,0 

Unemployment rate(%) 7,2 6,6 8,2 9,5 9,6 8,9 

Inflation (%) 4,5 4,8 2,5 2,4 2,2 2,4 

Balance of current 
account(% of GDP) -4,4 -1,8 0,8 1,4 2,2 2,5 

For definitions, see Table 3 for Belgium. 

In the short term, gains in competitiveness should contribute 
to an acceleration in exports; this is in addition to the 
German unification effect on Danish exports, which will 
continue to be significant. As domestic demand will remain 
fairly weak in the short term, net exports will contribute to 
the improving growth performance. In particular, producer 
surveys suggest that exporters envisage an increase in vol
umes rather than prices indicating gains in market shares. 
Some branches of Danish manufacturing industry may even 
be able to absorb price reductions on their export markets. 
Given the very moderate wage increases and strongly rising 
productivity, such price reductions do not necessarily imply 
a reduction in profit margins. 

Despite the weakness of total domestic demand, investment 
in equipment has been quite dynamic for several years. 
This increased investment did not for the most part add to 
employment potential, but partly reflected capital deepening 
especially in some services sectors (banking, insurance) lead
ing to high productivity gains. Rationalization has also been 
fuelled by important mergers and acquisitions within the 
Danish service sector. The implied greater efficiency of the 
Danish economy has led to a continuous fall in real unit 
labour costs, so that in spite of a fairly high level of real 
wages in Denmark compared to other Community countries, 
the expected real rate of return does not now appear to be 
lower than in those countries. This is a crucial precondition 
for attracting investment in the internal market and thus for 
securing growth and reducing unemployment in the medium 
term. 

Survey evidence suggests that consumers remain cautious 
and the saving ratio is on a rising trend (improving half a 
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Table 2 

Denmark: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 19,1 19,3 18,0 17,3 17,1 17,8 
(% change) 14,2 -3,4 -1,9 -1,9 2,0 7,1 

of which: 
Construction(% change) 11,8 -2,7 -6,1 -6,5 -1,0 4,0 
Equipment(% change) 16,9 -4,4 3,0 3,0 5,0 10,0 

~ercentage point over the last 12 months}, perhaps re
mforced by several measures aimed at increasing private 
sector savings. However, as the general economic climate 
should significantly improve over the next year or so, con
sumer expenditure - in particular on durable goods - is 
likely to accelerate. 

Keeping inflation low and the external account 
in surplus 

The economic objective in the last five years has been to 
solve ~ co_mpetitiveness problem and high unemployment 
by mamtammg a hard currency stance. Appropriate wage 

Table 3 

Denmark: Economic policy indicators 

1984-86 1987-89 1990 1991 1992 1993 

Money growth 
(% change) 14,0 4,6 7,2 4,5 5,1 5,7 

Short-term interest rate 10,2 9,2 10,8 9,6 9,4 9,0 

Long-term interest rate 12,0 10,9 11,0 10,1 9,1 8,9 

Competitiveness 101,7 112,7 112,0 105,0 101,3 99,5 

Budget balance 
(% of GDP) -0,9 0,8 -1,5 -1,7 -1,5 -0,5 

Gross public debt 1 

(% of GDP) 75,2 65,8 66,4 66,7 65,8 63,8 

Nominal wages per head 
(% change) 4,9 5,0 3,5 3,5 3,5 3,9 

Real wages per head 
(% change) 0,3 0,2 1,0 1, I 1,3 1,4 

I Before consolidati.on of government debt held by public-sector pension funds; if consolidated 
the debt/GDP ratio would now be below 60%. 

For definitions, see Table 3 for Belgium. 



adjustment is essential to this process, as the inflation rate 
of the partner countries must be initially undershot and 
profit expectations should not suffer if investment and thus 
job creation are not to be threatened. In the Danish experi
ence, nominal wage moderation and a healthy growth trend 
in productivity were the key elements in achieving disin
flation and improving medium-term employment prospects. 

Low wage-price pressure and high productivity growth will 
continue to support Denmark's low-inflation performance 
as does the lowering of indirect taxation induced by the 
Community's internal market programme. However, the 
very low economic growth rates experienced over recent 
years have also helped in achieving low inflation. It will 
be essential that the Danish economy is able to maintain 
moderate pay rises during the expected recovery in economic 
activity. If not, the economy may well experience a setback, 
similar to 1987 when excessive wage growth led to a sharp 
drop in competitiveness and necessitated a costly adjustment 
thereafter. 

Current account balance: 
maintaining a solid surplus 

After 26 years of continuous current account deficits, the 
trend turned in 1990. This year, the Danish current account 
balance will again show a comfortable surplus of some It% 
of GDP, allowing Denmark to continue redemption of its 
large external debt. Servicing these external liabilities is very 
costly; net interest payments in 1991 represented some 4 % 
of GDP and offset most of the surpluses on the trade and 
services balances. 

The surplus on the trade balance has improved considerably 
in recent years, and a large surplus is expected to be sus
tained. The services balance - in particular tourism - now 
also contributes significantly to the current account surplus. 
The rising trend observed in recent years is also expected to 
continue next year. 

Long-term prospects for the current account are also posi
tive. Even though imports will increase more rapidly as 
domestic demand picks up, exports are also expected to 
increase provided the improvement in competitiveness is 
maintained. 

High real interest rates not a major impediment 
to achieving stronger growth 

Interest rates in Denmark have been on a declining trend 
over the last decade; however, inflation has also fallen so 
that real interest rates remain high. Even though Danish 

Denmark 

interest-rate differentials are now narrowing vis-a-vis the 
Deutschmark, the inflation rate in Denmark has been below 
that in Germany for some time. As a result real interest rates 
in Denmark remain higher. 

An apparently positive effect of high real interest rates is 
that the Danish savings rate has been improving over the 
last few years, thus closing the domestic investment/saving 
gap. However, a more important explanation is the incen-
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tives provided by 1987 tax reform in which the deductibility 
of interest payments was reduced through a reduction of the 
tax rate (and value of tax relief) on capital income. 

Given that the high rate of return on physical capital is 
appropriate, real interest rates do not necessarily impede 
investment. In liberalized capital markets, the level of real 
interest rates is mainly determined by world market con
ditions and, in a small open economy, a lowering of domestic 
real interest rates is only possible by lowering the risk pre
mium attached to the domestic currency. As the mobility of 
capital will probably increase further, the only way to cope 
with high real interest rates is to improve supply perform
ance, thereby rendering investment more attractive. 

High real wages require a high level 
of productivity 

In Denmark, wage costs are among the highest in the Com
munity despite the recent wage moderation. The high level 
of wages would certainly be a disincentive to investment 
were it not accompanied by a high level of productivity. 
Labour productivity may even be supported by high real 
wages as the opportunity costs of losing a well-paid job are 
high and the incentive of being well-rewarded for one's 
services may induce greater work efficiency. 

As capital constraints are alleviated, higher efficiency in the 
allocation of capital will lead to a higher average real rate 
of return. Therefore, it is even more important for Denmark 
to establish high microeconomic credibility and favourable 
private sector expectations, as this will lead to increased 
investment and thus higher growth and employment. Apart 
from stable labour market conditions, over which the 
government has only partial influence, such policies include 
a stable exchange rate, good infrastructure and a favourable 
taxation system. 

The challenge of reducing unemployment 

Unemployment has been a persistent problem in the Danish 
economy since the first oil crisis. No lasting improvement in 
the unemployment rate has been evident in recent years. In 
1984, unemployment began to decline as economic activity 
accelerated; however, as growth slackened, the unemploy
ment rate rose again in 1988 and remains on a rising trend. 
However, there is some hope for gradually solving the prob
lem, if capital-widening investment is encouraged by im
provements in profitability. 
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Structural rigidities are still evident in the Danish labour 
market. Both geographical and occupational mobility are 
much lower than might be expected in a small country with 
a relatively highly educated labour force. The first of these 
structural problems can be explained in part by a high 
participation rate among women. As it is common in Den
mark for both adults in a family to work, a person affected 
by unemployment may be reluctant to take a job in another 
part of the country. The problem of occupational immobility 
can be explained by the Danish system of unemployment 
benefits, which does not provide adequate economic incen
tives for the unemployed to seek new work immediately after 
losing a job. This is especially true in the lower and middle 
wage-brackets. In addition, fairly liberal rules allowing com
panies to lay off workers temporarily during periods of low 
activity have contributed to high average unemployment 
rates. A general restructuring of the labour market in Den
mark appears to be a prerequisite for improvement in em
ployment creation. Reforms in this direction are now under 
active consideration. 



Germany 

Slowdown in the West but recovery in the East 

After a period of extraordinarily buoyant growth in West 
Germany, the economy slowed down in 1991. While in the 
latter part of the 1980s growth was led by vibrant domestic 
and foreign investment in preparation for the internal mar
ket, growth over the last 18 months has been supported by 
the strength of domestic demand as a consequence of Ger
man unification. However, as external demand has become 
quite sluggish and the expansionary impulses from German 
unification are fading out other fundamental factors, such 
as higher interest rates, efforts to consolidate the public 
finances and rising unit labour costs are gaining in import
ance, factors which will restrain West German growth to 
about 2 % in the remainder of 1991 and in each of the next 
two years. Over the same period, inflation will temporarily 
exceed 4 %, employment growth is likely to taper off and 
unemployment could once again reach 2 million. The slow
down in West Germany could, furthermore, complicate the 
necessary process of budgetary consolidation and reduce the 
scope for redistribution in favour of East Germany. 

Private consumption, boosted by significant tax cuts in 1990, 
is expected to grow more moderately from the third quarter 
of 1991 despite a significant reduction in the household 
saving rate; in 1991 there has been a temporary increase in 
direct and indirect taxation and a rise in social security 
contributions. Further tax increases in 1992 and 1993 may 
again limit the expansion of consumption. 

A major driving force behind the recent acceleration of West 
German growth has been the performance of investment. 
While strong growth is continuing in 1991, especially for 
investment in equipment, slower growth in West German 
investment is expected in the next couple of years, because of 
the high level of interest rates, the absence of any additional 
demand impulse from East Germany, and a tendency for 
many important West German investors to shift at least a 
part of their investment budget to the territory of the former 
GDR, thereby reducing investment in West Germany. 

GDP growth may reach 3,3 % in 1991, more than 1 percent
age point of which can be ascribed to the unification effect. 
In 1992, growth is forecast to reach only 2,2 % as the 
stimulating demand push from the former GDR will have 
petered out and both fiscal and monetary policy will work 
as contractive forces in West Germany. In 1993, there could 
even be a slight contractionary impact from East Germany 
on growth in West Germany. Economic developments in the 
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Table 1 

West Germany: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP 
(% change) 2,4 2,9 4,7 3,3 2,2 1,8 

Total domestic demand 
(% change) 2,1 3,1 5,0 3,0 2,1 2,0 

Employment(% change) 0,8 1,0 2,8 2,8 1,0 0,3 

Unemployment(%) 6,8 5,9 5,1 4,6 5,0 5,6 

Inflation(%) 1,4 1,7 2,6 3,5 4,2 4,0 

Gross capital formation 
% of GDP 19,9 20,4 21,8 22,3 22,7 23,0 
% change 1,4 4,8 8,8 6,6 3,8 3,1 

Budget balance 
(% of GDP) -1,3 -1 ,3 -1,9 -3,2 -2,5 -2,8 

Nominal wages per head 
(% change) 3,3 3,0 4,2 6,2 5,8 5,6 

Real wages per head 
(% change) 1,8 1,2 1,5 2,6 1,5 1,6 

Competitiveness 101,6 105,8 103,5 103,9 105,9 107,2 

For definitions. see Table 3 for Belgium. 

five new eastern Lander and the response of economic policy 
to this shock explain most of the variations in West German 
growth between 1989 and 1993. 

The East German economy is still passing through a painful 
adjustment process in the aftermath of unification: output 
fell dramatically until mid-1991, a large and persistent labour 
market imbalance has emerged, inflation has reached two
digit rates due to the progressive return to market prices and 
budget deficits have soared. Although public and private 
investment began to rise rapidly this summer, the economic 
structure is still far from being competitive and recent stabili
zation of output has mainly been the result of public inter
vention, e.g. public investment expenditure and large-scale 
export supporting measures. 

Nevertheless, as the framework for a functioning market 
economy has now been installed and there are credible 
commitments from both the public and the private sector to 
large-scale investment, the decline in East German economic 
activity is likely to be followed by a significant recovery 
from the end of this year. 
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Table 2 

East Germany: Macroeconomic performance1 

1989 1990 1991 1992 1993 

Nominal GDP (billion DM) 234 178 159 213 262 

GDP(% change) -19 -20 7 9 

Total domestic demand 
(% change) -5 27 7 2 

Imports(% of GDP) 23 57 133 110 93 

GDP-deflator (%) -6 12 25 13 

Inflation(%) -5 18 14 9 

Budget balance (% of GDP) -9 -14 -13 

Employment (million)2 9,4 8,3 5,9 5,6 5,6 

Unemployment (million)2 0,6 1,7 1,7 1,6 

Short-time workers (million)2 0,8 1,6 0,6 0,2 

Productivity/head(% change)2 -9 13 13 9 

Productivity /head 
(% of West German pro-
ductivity)2 32 29 32 36 38 

I Figures for all years are forecast estimates made by the Commission services. November 
1991. 

2 50 % of all short-time workers are treated as actually unemployed. 
For definitions, see Table 3 for Belgium. 

The recovery in East Germany will be led by the construction 
and the services sectors. For a sustainable recovery, indus
trial production will also have to grow rapidly; however, 
prospects for this sector remain quite gloomy for the years 
ahead. Existing East German enterprises have not achieved 
a productivity level in line with salary developments, leaving 
them ill-equipped to face world market competition. Real 
growth in East Germany may exceed 6 % in 1992, strength
ening further in 1993. 

In aggregating West and East German economic perform
ance different regional developments are smoothed out and 
growth rates become less volatile. The pattern of all-German 
economic activity shows a steady growth of 2 to 2t % 
between 1989 and 1993 with a certain weakness in 1991. The 
current account, which showed a surplus of 4,5 % of West 
German GDP in 1989, has swung to a deficit of some 1 % 
of unified GDP. 

Inflation has been pushed up by wage 
and tax increases 

In 1990, wage increases started to accelerate in West Ger
many, putting an end to a long period of wage moderation 
during which nominal wages per head rose by about 3 % 
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Table 3 

Unified Germany: Macroeconomic performance1 

1989 1990 1991 1992 1993 

Nominal GDP (billion DM) 2455 2583 2751 2981 3200 

GDP(% change) 2,3 1,4 2,5 2,3 

Total domestic demand 
(% change) 4,0 5,4 2,7 2,0 

Imports (% of GDP) 25 25 26,6 26,5 26,5 

GDP-deflator (%) 2,8 5,0 5,8 5,0 

Inflation(%) 2,1 4,6 5,2 4,6 

Budget balance (% of GDP) 0,1 -1 ,8 -3,6 -3,4 -3,7 

Employment (million)2 37,0 36,8 35,1 35,1 35,2 

Unemployment (million)2 2,0 2,5 3,4 3,5 3,6 

Productivity/ head(% change)2 3,2 6,3 2,4 2,0 

Balance of current account (% of 
GDP) 4,6 3,1 -1,1 -0,9 -0,7 

I Figures for all years are forecast estimates made by the Commission services, November 
1991. 

2 50 % of all East German short-time workers are treated as actually unemployed. 
For defin itions. see Table 3 for Belgium. 

leading to steadily declining real unit labour costs and a 
significant improvement in profitability. Led by the public 
sector, 1991 brought several agreements with wages rising 
by 7 % or more, which pushed average wages per head up 
by more than 6 % on the previous year. Furthermore, the 
combination of a slowdown in economic activity and con
tinued job creation has pushed unit labour costs up by about 
5,5 % in 1991. The rise in indirect taxes required to help 
finance the transfers to East Germany has also added to the 
inflation rate. Consequently, the inflation performance in 
West Germany has significantly worsened, despite the 
favourable development of import prices. In July, the 12-
month increase in the CPI exceeded 4 % for the first time 
since late 1982 and it is expected to peak in early 1992. 
Forthcoming wage negotiations will be crucial for the me
dium-term inflation outlook. Only if there is nominal wage 
moderation, with almost no rise in real incomes, will the 
deteriorating trend in inflation be reversed, allowing in
flation rates to dip below 3 % in the course of 1993. 

As regards East German inflation figures, the trend is still 
distorted by the switch towards market-oriented prices. 
While the price of tradables adjusted almost immediately to 
West German levels, as a consequence of market integration, 
the price of non-tradables, which are no longer subject to 
administrative regulations, have been moving in line with 
cost developments. 



The latter are, however, rising quite sharply as East German 
wages are rising faster than productivity in an attempt to 
catch up with West German levels. Several price regulations 
still exist, of which the most important is for accommo
dation. A first adjustment of rents and the introduction of 
charges for running costs of accommodation in October 
have led to a month-on-month increase in the CPI of 20 %. 

Very significant labour market disequilibria 
have emerged 

In West Germany, job creation has accelerated sharply. The 
excellent labour market performance led to a reduction in 
the number of registered unemployed, despite growth of the 
labour force mainly due to immigration. As wage formation 
in West Germany has not yet been affected by high unem
ployment in East Germany and productivity has risen much 
more slowly in 1991, the coming years will see less favourable 
labour-market developments. 

The East German labour market is, at present, under press
ure from three sources. Firstly, plunging output due to 
the loss of both domestic and export markets implies a 
corresponding reduction in employment, mainly in manufac
turing industry. Secondly, the shift from inefficient central
planning to more efficient market-oriented management and 
production methods is also likely to reduce employment 
significantly in all sectors. Finally, East German wage forma
tion is less related to the productivity and profitability of 
East German enterprises than to corresponding wage levels 
in West Germany. 

Total employment has already dropped quite dramatically, 
pushing the number of registered unemployed and short
time workers up to about 25 % of the 1989 labour force. 1 

However, the adjustment in employment is not nearly com
pleted. With GDP falling in volume by about 25 % between 
end-1989 and end-1991 and the need for substantial pro
ductivity improvements within surviving East German en
terprises, a total reduction in employment of 4 million jobs 
may have occurred before the hoped-for recovery of output 
will reverse the overall employment trend. 

Furthermore, about 1,9 million people formerly employed no longer 
appear in the East German labour-market statistics, having taken early 
retirement, re-entered the education system, emigrated or become cross
border commuters. 

Germany 
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Structural adjustment of the external balance ... 

The emergence of East Germany as a major importing 
economy without the capacity to export to Western markets 
has led to a structural adjustment of the German trade , 
balance. In 1990 and 1991, the external performance of 
Germany has been dominated by economic and monetary 
union, a slowdown in world trade and the collapse of the 
CMEA State-trade system. The latter led to an almost com
plete halt in East German demand for East European prod
ucts while West German producers ignored external demand 
and put their efforts into serving the East German market. 
As a consequence, West German exports to traditional mar
kets edged down by more than 1 % in 1991 while the exports 
of East Germany almost halved, implying a decline in all 
German exports of almost 4 % compared to 1990. 

A further deterioration in the external balance resulted from 
the extraordinary demand-supply gap in East Germany, 
sucking in about 17 % more imports during the 12 months 
following economic and monetary union in July 1990 than 
in the preceding 12 months. The trade surplus of unified 
Germany will have dropped from DM 144 billion in 1989 
to less than DM 30 billion in 1991. The current account 
balance, also affected by once-off unilateral transfers to the 
USA to help finance the Gulf war and rapidly rising transfers 
to East European countries, has swung from a surplus of 
more than DM 100 billion in 1989 to a significant deficit of 
some DM 30 billion in 1991. 

The next two years will probably see an improvement in the 
external position of Germany, however, depending upon 
economic developments in East Germany. Exports will re
cover in line with a more dynamic world economy and a 
more aggressive strategy by West German exporters, while 
imports will grow in line with final demand growth in the 
unified Germany . 

. . . supporting output performance 
in partner countries 

Partner countries in the EC were the main beneficiaries of 
the integration of East Germany into the world market and 
into the European internal market. In consequence, growth 
rates of exports to Germany almost tripled in the 12-month 
period following monetary union for several partner 
countries, i.e. Spain, Belgium/Luxembourg, Denmark and 
France. While most partner countries benefited from the 
demand-supply gap in East Germany, additional exports1 
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Additional exports are defined as the difference in the growth rates for 
the 12-month period after monetary union (July 1990-June 1991) as 
compared to the growth rates for the 12-month period before monetary 
union (July 1989-June 1990). So, additional exports of Spain were 26 % 
of total exports as the latter soared by 40 % in the period after monetary 
union, compared to a growth rate of 14 % in the corresponding period 
before monetary union. 
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to Germany supported, in particular, output in those partner 
countries where exports to Germany traditionally play an 
important role; this is true mainly of Belgium/Luxembourg 
and the Netherlands, where additional exports correspond 
to more than 2 and I % of respective GDP. 
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Dealing with the dramatic slump 
in East German employment 

Although the main purpose of labour market policy is to 
foster the creation of new and self-sustaining employment, 
there is little doubt that East German labour supply will far 
exceed demand over the next few years. Two different labour 
markets reflecting a dual economy will exist in East Germany 
for some time. On the one hand, there will be fast-growing 
sectors, e.g. services and those parts of manufacturing indus
try based on a modern and productive capital stock financed 
by post-unification investment. This part of the economy 
will be able to pay high wages, as productivity could be even 
above average West German levels. On the other hand, there 
will be declining sectors, e.g. agriculture, mining and parts of 
the manufacturing sector, still using pre-unification capital 
stock. The survival of these sectors and branches is already 
threatened at current wage levels. 

Germany 

In the context of a short-term response to unemployment, 
consideration has been given to the creation, on a temporary 
basis, of a 'parallel' labour market and economy, consisting 
of public job-creation programmes, publicly financed em
ployment companies (Beschaftigungsgesellschaften), etc. 
The goal has been to absorb as much of the unemployed 
labour force as possible in this temporary parallel economy. 
Production in this part of the economy is designed to inter
fere as little as possible with production in the private sector 
and mainly focuses on the provision of public goods or goods 
with positive externalities such as environmental recovery, 
social services, etc. Nevertheless, negative repercussions on 
the real economy cannot be avoided, given the size of the 
labour force likely to be employed in this ' parallel' market. 
However, negative effects will probably be less damaging 
than those related to other interventions designed to retard 
or avoid employment adjustment in the real economy, e.g. 
through special short-time working schemes or wage subsid
ies for parts of the private sector as the latter would increas
ingly act as a disincentive to the adjustment of existing 
enterprises, to privatization and to private capital inflows. 

Consolidating the public finances 

In the process of German unification, the public sector 
balance has deteriorated significantly despite expenditure 
cuts and substantial revenue increases. To limit public sector 
borrowing to the amount targeted at the end of 1990, higher 
social security contributions and tax increases were decided 
in early 1991, which partly offset the increase in the real 
disposable income of private households in West Germany 
as a result of the income-tax cuts of early 1990. Moreover, 
public transfers to East Germany have so far been mainly 
used to support consumption rather than to promote invest
ment. 

To support economic and social integration, fiscal resources 
corresponding to about 5 % of GDP per year were chan
nelled to East Germany. The public borrowing requirement 
of about 3-t % of GDP was financed without tensions on 
capital markets. However, a more solid financing basis is 
needed as annual transfers of this order of magnitude will 
be required for several years, hopefully falling over the 
period. For economic reasons such a redistribution should 
not be at the expense of private investment; thus the dispos
able income of private households must be targeted , e.g. 
through temporarily higher income-tax rates and social se
curity contributions or expenditure cuts. In consequence, it 
is desirable that the social partners do not seek compensating 
wage increases but take these requirements into account 
when negotiating new wage settlements in the early 1990s. 
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In view of the necessity for ongoing wage moderation and 
continued social consensus in Germany ~ preconditions for 
a positive investment climate - it may be difficult to reduce 
enterprise taxation beyond those measures already adopted 
in the course of the unification process. Nevertheless, a 
restructuring of enterprise taxation would also be useful. 

Preconditions for avoiding a further tightening 
of monetary policy 

Monetary policy in Germany has already become quite tight 
in the light of output and employment developments both in 
Germany and in its partner countries. As partner countries' 
interest rates are converging to German rates, lower rates in 
Germany would be welcomed in a phase of sluggish output 
in Europe to facilitate economic recovery. Furthermore, 
output is also losing momentum in West Germany as the 
expansionary demand effect from East Germany phases out 
and fiscal policy will increasingly reflect major consolidation 
efforts. 

If recorded inflation rates rise to well over 4 % at the 
beginning of 1992, they may be seen as a signal of strong 
inflationary pressure in West Germany, forcing the Bundes
bank to tighten monetary policy further despite a slowdown 
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Table 4 

Germany: Monetary policy indicators 1 

1984-86 1987-89 1990 1991 1992 1993 

Money growth(% change) 5,4 6,1 5,9 5,0 5,8 5,8 

Short-term interest rate 5,3 5,1 8,4 9,1 9,4 9,0 

Long-term interest rate 6,9 6,3 8,9 8,7 8,8 8,9 

I Unified Germany as from 1991. 
For defin itions, see Table 3 for Belgium. 

in economic activity. Crucial for German inflationary per
formance will be the response of wage developments and of 
fiscal policy to the challenge of large-scale redistribution. 
Close cooperation between those institutions in charge of 
designing monetary, fiscal and wage policy in the run-up to 
forthcoming wage rounds seems to be essential and could 
prevent the need for a temporary further tightening of mon
etary policy. Indeed, a policy mix of wage moderation and 
public expenditure moderation could bring down underlying 
inflation rates - i.e. inflation adjusted for tax increases -
to less than 3 % by the end of 1992. 
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Greece 

Slow growth but some progress on inflation 
and balance of payments 

1991 was the first year of the government's medium-term 
reform programme aimed at correcting macroeconomic, no
tably fiscal, imbalances on the one hand, and at structural 
reform on the other. Following a low output growth in 1990, 
GDP is estimated to have grown by i % in 1991 with 
a sharp rise in agricultural output ( + 11 % ) masking the 
recession in the urban sector of the economy (industrial 
production - 2 %; construction activity - 6 %). Domestic 
demand declined, reflecting a sharp slowdown in private 
consumption and investment accompanied by a decrease in 
public consumption. While exports increased by less than 

Table 1 

Greece: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP growth rate 
(% change) 2,4 2,1 -0,3 0,7 1,2 2,1 

Total domestic demand 
(% change) 1,2 2,8 3,3 -0,3 1,1 2,1 

Employment(% change) 0,5 0,6 0,2 -0,8 -0,1 0,2 

Unemployment rate(%) 7,8 7,5 7,5 8,8 9,3 9,7 

Inflation (% change) 19,4 14,8 20,2 18,3 14,3 11,0 

Balance of current 
account (% of GDP) -5,8 -3,3 -6,1 -4,1 -3,4 -2,8 

For definitions, see Table 3 for Belgium . 

Table 2 

Greece: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 18,5 17,0 18,8 18,4 18,8 19,5 
(% change) -2,4 2,6 4,8 -1,2 3,5 5,5 

of which: 
Construction(% change) - 1,6 0,7 2,1 -5,0 2,5 5,0 
Equipment(% change) -3,4 5,1 7,9 3,0 4,5 6,0 

Greece 

Greece's export markets, weak domestic demand and the 
des tocking of previously imported goods led to a greater fall 
in import volumes. In consequence, external demand made 
a positive contribution to GDP growth in 1991. Growth is 
set to remain low in 1992 on the assumption that adequate 
measures of fiscal consolidation are undertaken. Assuming 
that there will be significant progress in adjustment and that 
structural reform will begin to produce effects on the supply 
side, an upturn in activity is expected in 1993. 

Consumer price inflation decelerated throughout 1991 re
flecting both moderate wage increases and the slackening in 
demand. At the end of the year inflation could be running 
at close to 17 % (giving a yearly average of 18,3 % , compared 
with 20,4 % in 1990) while a further deceleration is forecast 
for 1992 and 1993. The current account improved in 1991, 
with the trade deficit declining as a percentage of GDP 
and net transfers from the EEC increasing by over 50 % 
(corresponding to 3,5 % of GDP in 1991). The improvement 
in the current account is expected to continue in the next 
two years, mainly due to a better performance in the services 
balance. 

Policy-induced distortions and the need 
for reform 

The economic problems facing Greece are the consequence 
of the interventionist and expansionary policies pursued over 
the last 15 years. The high degree of regulation of goods 
and factor markets reduced the responsiveness of economic 
agents to market signals and led to distortions which became 
more and more structural in nature. The pervasive influence 
of the State on economic behaviour diminished competitive 
forces and had deleterious consequences over the longer 
term on the competitiveness of domestic production. The 
distortions and rigidities increased in the 1980s and the 
expansionary policies pursued added to the already weak 
Greek economy the further problem of a growing public 
debt/GDP ratio. 

The poor growth performance of the Greek economy in the 
1980s, which sharply contrasted with Greece's own past 
record and coincided also with several years of strong activity 
in the Community, led to a reversal in the process of catch
ing-up with the rest of the Community; Greece's per capita 
income in 1990 was 53,4 % of the EC average against 58,2 % 
at the beginning of the 1980s. This compares unfavourably 
with the experience of the other less developed countries of 
the Community, especially Spain and Portugal. The low 
growth of the Greek economy was paralleled by weak invest
ment and a substantial decline in profitability (see Graph I). 
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Table 3 
Business profits have been squeezed directly through price 
and wage regulation and indirectly through administrative 
inefficiency and infrastructural deficiencies. The poor 
macroeconomic performance during the 1980s indicates that 
a permanent improvement can only be achieved if compre
hensive and radical measures are taken. A radical pro
gramme of adjustment and structural reform is needed to 
reduce the influence of the State on the economy through 
deregulation, liberalization and privatization so as to in
crease the supply responsiveness of the economy. 

Greece: Economic policy indicators 

1984-86 1987-89 

Money growth 
(% change) 25,1 23 ,8 

Short-term interest rate 17,5 16,5 

Long-term interest rate 16,7 

Competitiveness 95,2 85,3 

Budget balance 

1990 1991 1992 1993 

14,6 1,4 9,2 10,1 

19,9 21 ,7 18,5 17,5 

19,5 17,5 

94,1 90,5 88,7 86,6 

Implementation of the medium-term 
adjustment and reform programme in 1991 

(% of GDP) -12,2 - 15,0 -20,4 -17,9 -14,4 -10,5 

Following the measures taken in 1990 the government drew 
up a three-year comprehensive programme of macro
economic adjustment and structural reform. The programme 
was presented to the Community in the context of an appli
cation for balance-of-payments assistance and in March 
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Gross public debt 
(% of GDP) 60,3 

Nominal wages per head 
(% change) 18,7 

Real wages per head 
(% change) - 0,6 

For definiti ons, see Table 3 for Belgium. 

79,7 

15,5 

0,6 

93,7 96,4 99,0 98,2 

20,2 16,2 11 ,6 10,2 

0,0 -1 ,7 -2,3 - 0,8 



1991 a loan of ECU 2 200 million was agreed and a first 
tranche of ECU I OOO million was disbursed. The pro
gramme of adjustment and reform was designed to rectify 
the substantial internal and external imbalances in the Greek 
economy and to achieve greater convergence between the 
Greek economy and those of its Community partners. The 
implementation of the programme so far, however, has been 
inadequate and Greece is now seriously out of line with the 
targets of the adjustment programme. 

Fiscal adjustment, one of the two pillars of the programme, 
was planned to be brought about by strict control on expen
diture and increased revenue. In the course of 1991, however, 
it became increasingly obvious that the deficit targets would 
be substantially overshot, despite the improvement achieved 
in the primary balance. On the expenditure side, overruns 
were observed mainly in debt servicing. The large shortfall 
in revenue, on the other hand, is due to various factors: a 
deeper than expected recession in the urban sector of the 
economy reflecting inter alia the negative effect of an adverse 
international environment on tourism and other services; 
the fight against tax evasion, which was expected to yield 
sizeable amounts of revenue, has not been successful due to 
strong resistance from those groups evading tax payment; 
the administrative inefficiency of the tax-collection mechan
ism and the time-lags involved; and non-tax revenue from 
the sale of public assets was not realized because of legal 
obstacles to privatization and inadequate administrative 
preparation. 

With respect to structural reform, there has been less pro
gress than planned despite a number of substantive meas
ures. The programme of privatization has been slow to build 
up due to legal and administrative problems. Other areas 
where reform is progressing slowly are the deregulation of 
goods and services markets (oil, housing, insurance), the 

Greece 

reform of the taxation system and especially an overhaul of 
the social security system. In addition, an improvement in 
the tax-collection mechanism, which is vital if a significant 
and continuous rise in tax rates is to be avoided, is urgently 
necessary. 

Some progress has been made in a number of areas: 

(i) In the financial area, several initiatives have been taken: 
the compulsory investment by commercial banks in Trea
sury bills was reduced, long-term capital movements 
were liberalized, restrictions on consumer credit and on 
foreign currency loans to residents were lifted. In ad
dition, a forward exchange market will be set up as from 
the beginning of 1992 and legislation to incorporate 
the Community Directives on banking and the Stock 
Exchange into national law is in preparation; 

(ii) in the labour market the most important development 
has been the abolition of the wage-indexation scheme 
from January 1991 and the restoration of free collective 
bargaining. Moreover, the tightening of public recruit
ment and the very restrictive wage policy in the public 
sector, while dictated by the urgent need for fiscal con
solidation, will at the same time contribute to making 
employment in the public sector less attractive and thus 
enhance competitive conditions on the labour market. 

Overall, however, the reform programme has been lacking 
coherence and impetus and there is a risk that the supply
side improvement, which is so necessary if the catching-up 
process is to be restored, will not be realized. The failure to 
achieve adequate fiscal adjustment and the slow pace of 
necessary and complementary structural reform leave Greece 
facing the prospect of continued and widening nominal and 
real divergence from the rest of the Community. 

47 



The national economies 

Spain 

Activity now expanding more moderately 

After a period of strong growth in output and employment, 
the Spanish economy has entered a phase of more moderate 
expansion. The slowdown in economic activity, already ap
parent in 1990, intensified in 1991 when output increased by 
2,5 % and employment rose by a modest 0,7 %, well below 
the annual average growth rates of 4,5 % and 3,1 % in 
output and employment respectively between 1986 and 1990. 

The restrictive policy measures implemented in 1989 and the 
negative expectations effect of the Gulf crisis were the main 
sources of weakness in the economy in 1990. In 1991, the 
restrained growth of the economy has also reflected the 
combined impact of the deteriorating international environ
ment, persistent internal cost pressures on competitiveness 
and increased exposure to external competition. With profi
tability being squeezed by decelerating demand and rising 
wages, the slowdown in plant and machinery investment has 
become pronounced, with a negative growth rate for 1991 
as a whole. Construction has been supported by public sector 
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infrastructure investment, although activity in the residential 
sector has been much less buoyant than in previous years. 
Consumption, mainly of non-durables, has provided the 
most significant impetus to growth in the economy; private 
consumption increased by 3 % despite slower employment 
creation and public consumption expanded by more than 
4%. 

The weakness in equipment investment has Jed to stagnation 
in imports of capital goods, leaving consumption as the main 
source of import growth. Reduced internal demand has 
facilitated a shift in output towards external markets, re
inforcing the trade dynamism created by German unifi
cation; half of the increase in the value of total merchandise 
exports in 1991 went to Germany. As a result, Spain has 
gained about five points in world market share. 

Prospects for faster growth next year have been enhanced 
by: (i) the removal of restrictive monetary measures since the 
beginning of the year (quantitative restrictions on domestic 
credit were lifted in January and constraints on foreign 
borrowing were abolished in April); (ii) the reduction in 
interest rates by some two to three points; (iii) the improve
ment in expectations due to the anticipated international 



Table 1 

Spain: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP 
(% change) 2,4 5,2 3,7 2,5 3,1 3,2 

Total domestic demand 
(% change) 2,7 7,7 4,6 3,1 3,4 3,5 

Employment(% change) - 0,8 3,9 2,6 0,7 1,2 1,5 

Unemployment rate (%) 21 ,2 18,9 16,1 15,8 15,5 15,3 

Inflation (%) 9,2 5,8 6,4 5,8 5,6 5,2 

Balance of current 
account (% of GDP) 1,5 - 1,4 - 3,5 -3,1 -3,2 -3,2 

For definit ions, see Table 3 for Belgium. 

recovery; and (iv) optimism specifically related to special 
events scheduled for 1992 (i.e. the Olympic Games and the 
Universal Fair). 

The very substantial catching-up in consumption, mainly for 
durable goods, and investment which occurred during the 
second half of the 1980s suggests that growth in the next 
few years is likely to be less hectic than experienced in the 
period following accession to the Community. In conse
quence, the risk of re-emergence of disequilibria on the scale 
experienced in the late 1980s will be much less. Moreover, 
the persistence of existing imbalances and the requirements 
for entry to EMU preclude any possibility for expansionary 
economic policies. So, while growth will remain above the 
Community average (real GDP should expand at a rate 
slightly above 3 % in 1992), the economy can now be said 
to have entered a new phase in which real activity and 
employment will expand at a more moderate pace. 

Table 2 

Spain: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 19,2 22,8 25,5 25,4 25,5 25,7 
(% change) 2,6 13,9 6,7 2,2 3,6 4,0 

of which: 
Construction(% change) 1,0 12,3 10,7 5,3 4,0 4,0 
Equipment(% change) 4,8 16,2 1,2 - 2,5 3,0 4,0 

Spain 

Employment growth is reflecting the slowdown 
in the economy but inflation and the current 
account deficit have been slightly reduced 

The slowdown in economic activity has not affected all 
productive sectors uniformly. The service sector remains 
more protected from external competition, so cost pressures 
are translated into higher prices. The more exposed manufac
turing sector is already narrowing profit margins to maintain 
or increase market share, and rising costs are increasingly 
reflected in much slower employment creation. Meanwhile, 
the strong employment performance in services, in particular 
non-tradables, explains the gap between the fall in manufac
turing employment (- 2,6 % in 1991) and the small but 
positive increase (0,7 %) in total employment. 

However, the impact of lower employment creation on un
employment has been mitigated by a fall in the activity 
rate, and the unemployment rate has continued to decrease 
slightly from 16,1 % in 1990 to 15,8 % in 1991. The struc
tural difference between labour productivity in the service 
and industrial sectors also explains why unit labour costs in 
the total economy have recorded a slower decline than might 
be suggested by the deceleration in employment, despite an 
increase of 3,2 % in manufacturing labour productivity. 

The wide disparity between the trend in manufacturing 
prices, where convergence with narrow-band ERM countries 
has already been achieved, and price trends in services per
sisted in 1991 ; this divergent trend supports the view that 
the hard core of Spanish inflation is located in services and 
particularly in non-tradables. Having absorbed the effects 
of the rise in oil prices caused by the Gulf crisis, consumer 
prices have now resumed their earlier more moderate trend. 
The rate of inflation, measured by the annual average growth 
in the private consumption deflator, fell to an estimated 
5,8 % in 1991 from 6,4 % in 1990. Reduced internal demand 
pressures and falling import prices have contributed to the 
price deceleration, whereas nominal wages have increased at 
the same rate as in 1990. 

Cost pressures on the tradable sector from the non-tradable 
sector are preventing improvements in competitiveness and 
further correction in the external deficit. Despite the buoyant 
export performance, the trade deficit remains very high 
(around 5,5 % of GDP); this deficit has been only partially 
offset by a recovery in tourism receipts. The resulting current 
account deficit is about 3,0 % of GDP. While these figures 
imply some improvement on the deficit recorded in 1990 
( - 3,5 % of the GDP), there is still a substantial call on 
foreign resources to supplement Spain's domestic saving 
which does not yet match investment needs. 
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In the absence of a 'competitiveness pact', 
monetary and fiscal policy experience 

Spain: Economic policy indicators 
difficulties in correcting imbalances 

1984-86 1987-89 1990 1991 1992 1993 As catching-up has proceeded and, in particular, since the 
second half of 1988 when problems of overheating arose, 

Money growth monetary policy has assumed an active role in correcting 
(% change) 12,8 12,3 11 ,9 8,6 8,3 6,8 disequilibria with little assistance from fiscal policy. Even 
Short-term interest rate 12,9 14,2 15,2 13,2 12,0 10,9 though a continuous overfinancing of the current account 
Long-term interest rate 13,8 12,8 14,7 12,4 11 ,9 11 ,5 deficit and the ERM constraint implied limited room for 
Competitiveness 100,9 110,2 124,0 124,0 124,3 125,8 manoeuvre in monetary policy, the burden of nominal ad-

Budget balance justment has been borne by high interest rates and, finally, 
(% of GDP) - 6,1 -3,0 - 4,0 - 3,9 - 3,6 - 3,2 m 1989, quantitative controls on domestic and external 

Gross public debt credit. The current slowdown in economic activity has al-
(% of GDP) 43 ,8 44,6 44,5 45,6 46,4 46,9 lowed some easing of monetary conditions in 1991 as well 
Nominal wages per head as further progress in the liberalization of the capital move-
(% change) 9,6 6,3 7,7 7,8 7,0 6,5 ments. 
Real wages per head 
(% change) 0,3 0,5 1,2 1,8 1,3 1,2 However, the failure of workers, employers and government 

For definiti ons, see Table 3 for Belgium . 
to agree a 'competitiveness pact', aimed at ensuring low 
growth in domestic costs and prices, places an even heavier 
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burden on monetary and fiscal policy to correct imbalances 
in the economy. Taking into account that with quasi-fixed 
exchange rates and total freedom of capital movements the 
role of monetary policy is limited, fiscal policy and structural 
reforms should share the responsibility for leading the econ
omy to a non-inflationary and sustained growth path. 

With regard to fiscal policy, the operation of the automatic 
stabilizers in the downward phase of the economic cycle has 
meant higher expenditures and lower receipts than planned 
in 1991. The target for the public deficit was abandoned in 
mid-year at the same time as specific measures aimed at 
containing the overrun in expenditures were implemented. 
Consequently, a reduction in net borrowing by general 
government has not been achieved and the outturn for 1991 
will be around the same level as in 1990, i.e. 4 % of GDP. 

Moreover, the target of a zero non-financial State sector 
deficit in 1992 has been postponed. Further increases in 
current transfers, responding to social requirements, and 
expanded infrastructure investment (despite some envisaged 
cutbacks in 1992) will involve continued upward pressure 
on expenditure in the coming years. On the income side, 
implementation of fiscal reform implies reduced direct tax 
receipts although losses may be offset by an increase in 
indirect taxes in line with the tax approximation throughout 
the Community, and by higher employers' social security 
contributions. However, the rise in indirect taxes planned 
for January 1992 and January 1993 will delay further an 
accelerated reduction in the inflation rate. Persistent fiscal 
fraud is an additional factor contributing to the difficulties 
in substantially reducing the budget deficit. 

Spain 

Increased competition in the service sector and 
flexibility in the labour market are needed to 
accelerate nominal and real convergence 

Structural reforms and a greater degree of competition seem 
to be essential for improving the efficiency of the productive 
factors and eliminating obstacles to the convergence process. 
In this respect, special attention should be paid to the service 
sector and the labour market. The first , which is still quite 
closed to foreign competition and which also has a low 
degree of internal competition, is clearly disturbing relative 
prices in the rest of the economy, making it more difficult 
to improve external competitiveness. 

On the other hand, structural deficiencies remain in the 
labour market. The absence of regional and professional 
mobility of the labour force, the lack of pay differentials 
between regions, the inadequacy of education and training 
programmes, high severance payments and an accentuated 
market segmentation between permanent and non-perma
nent workers are reducing wage competition and explain 
why nominal wages have not responded to the persistently 
high levels of unemployment. 

However, a major contribution from budgetary policy and 
wage moderation seems essential to achieve a better allo
cation of resources which can be translated into productivity 
and external competitiveness gains. At the same time, this 
could help prevent such supply-side improvements leading 
to an excessive new surge in demand. 
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France 

French economic activity has recently slowed ... 

After a period of relatively strong growth, economic activity 
slowed down in 1991. External events, in particular the 
Gulf war and slower world trade, have affected domestic 
economic activity over the recent past. As demand and 
corporate profits have fallen, investment projects have been 
cancelled or delayed. In order to restore profitability, en
terprises will need to improve cost efficiency, especially in 
those sectors open to international competition, such as 
manufacturing industry. However, despite a marked slow
down in industrial production since the end of 1989, there 
was a lagged effect on employment which did not fall signifi
cantly until the beginning of 1991. 

The growth of nominal wages has been slow to decelerate 
partly due to factors external to the wage formation process; 
wages per head should increase by about 4 % in 1991. As 
labour productivity has increased only very moderately, 
mainly due to cyclical factors, cost pressures are relatively 
high. The implied deterioration in profit margins, together 
with gloomy demand prospects, has strongly affected cor
porate investment, although there has been a pronounced 
increase in capital formation by public utilities. 

The labour market weakness together with higher rates of 
social security contributions have limited the increase in 
households' disposable income. Two other factors acting to 
restrain consumption have been the increase in precaution
ary savings due to the gloomy employment prospects and, 

Table 1 

France: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP 
(% change) 1,9 3,1 2,8 1,3 2,3 2,5 

Total domestic demand 
(% change) 2,4 3,4 3,2 1,1 1,9 2,3 

Employment (% change) -0,4 0,7 1,2 0,4 0,0 0,5 

Unemployment rate(%) 10,1 9,9 9,0 9,5 10,1 10,2 

Inflation (%) 5,5 3,3 2,9 3,0 2,9 2,8 

Balance of current 
account (% of GDP) 0,2 -0,2 -1,0 -0,7 -0,8 -0,7 

For definitions. see Table 3 for Belgium. 
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to a lesser extent, the restricted supply of housing and 
consumer finance to highly indebted households. This slow
down in private consumption and residential construction 
has only partly been compensated by general government 
consumption and investment. 

... but a marked recovery may occur 
under certain conditions 

The key condition for a sustained recovery in economic 
activity in France is the continuation of the improving trend 
in profitability which was interrupted in 1991. In the internal 
market the rates of return on physical assets will have to 
adjust as the return on investment in France relative to 
partner countries will determine medium-term employment 
prospects. Therefore, in order to attract the investment 
needed to create jobs, the decline in profitability indicated 
by the marked increase in real unit labour costs this year 
must be reversed. The expected recovery of economic activity 
which is forecast for 1992 and 1993 depends crucially on the 
assumption made for wages and labour productivity. As 
wage moderation is expected to continue and productivity 
growth to reach 2 %, enterprises should be able to increase 
profit margins next year. Investment is expected to remain 
at a high level and the slowdown in consumer expenditure 
could come to an end. 

As external competitiveness is also improving and a recovery 
is expected to take place in some partner countries, especially 
the United Kingdom, exports should grow more rapidly in 
1992. As import growth will be moderate, the external side 
should contribute positively to GDP growth. 

Despite some cuts in central government expenditure decided 
during the year, lower fiscal receipts imply that the budget 
deficit will exceed not only the target of the 1991 Finance 
Act but also the observed deficit in 1990. Moreover, the 
social security accounts are beginning to deteriorate again 
under the influence of slower growth in contributions and 
increasing expenditure on unemployment benefits. Thus, the 
automatic stabilizers are playing a role. 

Prospects for inflation remain very promising. Consumer 
prices will increase by about 3 % per year over the period 
1991- 93. The progressive integration of goods markets to
gether with stable exchange rates have led enterprises to 
moderate their price increases in order to remain competitive 
on both domestic and external markets. In contrast to devel
opments this year, low inflation is expected to be consistent 
with a recovery in profits during 1992 and 1993. Real wage 
growth should be below labour productivity growth and the 
decline in profit margins experienced this year is likely to be 
reversed. 



Nominal performance improving 
and sustainable 

The hard currency option followed by the French authori
ties, wage moderation partly facilitated by the high level of 
unemployment and a relatively tight budgetary policy have 
contributed to the lowest recorded inflation rate among the 
major EC countries. In 1991, for the first time, the falling 
French inflation rate dipped below the German rate, which 
has risen partly due to the consequences of unification. The 
growing credibility of French stability-oriented macro
economic policy has also been illustrated by a significant 
decline in Jong-term interest rates, which decreased by 200 
basis points during the past 12 months. 

Integration of goods markets suggests that price competition 
has increased and unfavourable cost developments will be 
felt more directly in terms of declining profit margins or 
losses in market share. The coincidence oflimited increases in 
producer prices of manufactured goods due to international 
competition, and the relatively greater increase in unit labour 
costs suggests a significant squeeze on profit margins of 
French exporting sectors. In order to remain 'competitive' 

France 

on external markets, French manufacturing industry has 
only slightly increased its export prices, selling with lower 
profit margins than on the domestic market. This export 
price behaviour is similar to that of European competitors, 
indicating stronger competition during a slow growth phase. 

In an environment of liberalized capital movements the 
meaning of current account developments has changed, as 
these increasingly reflect ex ante investment and saving de
cisions. As investment has been strong over recent years, 
some deterioration in the trade balance was to be expected 
and the small current account deficit should not be taken as 
an indicator of structural weakness. Only very recently has 
the trade deficit stabilized, not least due to growing exports 
to Germany. The growing trade deficit in manufactured 
goods was nevertheless not reflected in a growing overall 
trade deficit. A growing surplus on agricultural trade (both 
commodities and also manufactured food products) and 
lower prices for imported energy compensated for the un
favourable trends in the trade of manufactured goods. 

The current account deficit has been easily financed by 
capital inflows without major changes in exchange-rate ex-
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pectations. Significant net foreign direct investment outflows 
have been counterbalanced by large net portfolio capital 
inflows; the implication is that an increase in net interest 
outflows, in addition to a larger trade deficit was a major 
factor in the deterioration of the current account balance 
in 1990. This result seems to suggest that macroeconomic 
credibility has been largely established and is attracting 
portfolio investment, while supply-side problems still persist. 
In the absence of such supply-side problems, the macro
economic adjustment process in the late 1980s would have 
been less difficult. 

The structure of capital flows implies that any reduction in 
the return on financial assets due to either a cut in interest 
rates or to a loss in credibility of macroeconomic policy 
could very quickly affect the basic balance by a shift from 
domestic to overseas assets . This could lead to a disequilib
rium in the balance of payments as direct investment flows 
are less volatile. In order to reduce this constraint, the 
appropriate response would be to attract more direct inward 
investment, which is also needed to improve employment 
prospects. Structural reforms are thus required to reduce the 
micro-risk premium demanded by foreign direct investors . 

... a_nd profitability of enterprises improving 
agam 

In addition to the remarkable achievements as regards nomi
nal convergence, the French economy has undergone im
portant reforms aimed at improving market economic be
haviour. Internal and external liberalization of goods and 
financial markets has been the precondition for preparing 
the French economy for integration into the single market. In 
particular, profitability of investment improved remarkably. 
Indeed, since the mid-1980s real unit labour costs were on a 
declining trend and since 1986 investment in equipment 
has been the most dynamic domestic demand component. 
Although investment has been fairly sluggish this year the 
investment ratio is still high in a historical perspective. 

In order to achieve a higher underlying growth trend the 
financial performance of the French corporate sector has to 
be improved further. The recovery of investment stopped in 
1991, despite the need for further strengthening of the supply 
side, especially in manufacturing. All in all, a higher underly
ing growth rate can only be obtained by further wage moder
ation, perhaps undershooting the equilibrium real wage level. 
Improved profitability should foster investment and 
strengthen supply-side credibility. As new investment will 
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improve the potential to increase efficiency, the underlying 
growth rate should rise. During this process, the real wage 
level could start to adjust to its equilibrium level; however, 
it should be noted that the process would be put in jeopardy 
by an acceleration of wage growth ahead of productivity. 

Unemployment: the most serious 
macroeconomic disequilibrium 

Having fallen for three years (1988- 90), the unemployment 
rate increased again in 1991, under the influence of the 
slowdown in economic activity. Until the mid-1980s, weak 
actual as well as potential output growth appears to have 
been one of the main factors behind low job creation. Since 
1988, output growth has accelerated substantially, reversing 
the trend in employment. Nevertheless, some rigidities have 
reduced the efficiency of the labour market and have affected 
the level of unemployment, by limiting nominal and real 
wage adjustment, flexibility in employment, and an efficient 
use of the capital stock. 



Table 2 

France: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 19,3 20,9 21 ,7 21,3 21,2 21 ,4 
(% change) 1,8 6,1 3,8 -0,6 1,8 3,3 

of which: 
Construction(% change) 0,1 5,3 2,3 1,2 2,1 2,9 
Equipment(% change) 4,5 7,0 5,0 - 1,8 1,6 3,5 

One of the specific features of wage formation in France is 
the minimum wage regulation ('SMIC'). The crucial question 
is whether the minimum wage creates or aggravates the 
insider-outsider problem. In a situation of rising unemploy
ment, the least skilled workers are crowded out by better 
skilled workers, thus leading to disproportionately high un
employment among the low-skilled workers. As wage flexi
bility is particularly low in these wage groups because of the 
SMIC regulation, the crowding-out problem is aggravated. 
The growing number of employees paid under the SMIC 
regime indicates that the issue might be relevant in France. 
Moreover, the prospect of being paid for most of their 
working lives under this regulation does not help to motivate 
workers. Finally, the SMIC regulation is also an obstacle 
to regional labour mobility, as it establishes a minimum 
threshold throughout the country: thus, regional wage differ
entiation is very limited. 

Social security contributions also play a major role. Taking 
all social security contributions together, they are much 
higher for low wages, increasing the wage costs for low 
productivity workers. Therefore, a broader base for social 
security contributions might alleviate cost pressures for such 
workers. A first step in this direction has been the institution 
of the 'cotisation sociale generalisee', which finances the 
social security system using the total income of the taxpayer 
as a basis. As regards unemployment benefits, the French 
system is characterized by fairly generous access to benefits. 
A relatively short period of work qualifies the unemployed 
to receive unemployment benefits for a duration of 6 to 
24 months. Moreover, there is no ceiling on the level of 
pay in employment beyond which unemployment benefits 
(calculated as a proportion of such pay) are curtailed. 

Rigidities in hiring and firing conditions very often work as 
an impediment to flexible adjustment of the labour force. In 
France the environment for a flexible employment policy has 
improved during the last few years. Nevertheless, important 

France 

rigidities remain. For example, social plans for people about 
to be made redundant remain a requirement and employers 
must offer retraining programmes on very strict conditions. 
Moreover, public enterprises in the competitive sector must 
negotiate their large-scale redundancies with government 
authorities; thus, their flexibility in the face of changing 
market conditions is reduced. The low level of skills among 
French job-seekers stems from an underdevelopment of tech
nical education, affected also by the absence of an interface 
between schools and enterprises. The government has, there
fore, recently decided to improve the conditions of appren
ticeship in enterprises and to increase the quality of the 
education system through more financial resources. This 
point is very important because of the significant influence 
of education on labour productivity. 

Improvement of supply-side performance 
urgently needed 

The internal market and the consequent growing inter
national mobility of investment necessitates a further im
provement in supply conditions, in order to enhance the 
competitiveness of the French economy and so boost em
ployment creation. The measures taken in the course of 1991 
to enable private capital to acquire a minority interest in 
public firms in the competitive sector goes in this direction. 
In fact the central government no longer favours significant 

Table 3 

France: Economic policy indicators 

1984-86 1987-89 1990 1991 1992 1993 

Money growth 
(% change) 7,5 7,5 7,5 5,9 5,9 6,9 

Short-term interest rate 9,8 8,5 10,3 9,5 9,4 9,0 

Long-term interest rate 10,6 9,1 9,9 9,0 9,0 8,9 

Competitiveness 100,3 99,1 100,2 96,1 93,2 91 ,3 

Budget ba lance 
(% of GDP) -2,8 - 1,6 -1,7 -1 ,5 -1 ,7 -1 ,5 

Gross public debt 
(% of GDP) 45,0 47,3 46,6 47,2 47,5 47,5 

Nominal wages per head 
(% change) 6,5 4,2 4,9 4,6 3,8 3,8 

Real wages per head 
(% change) 0,9 0,9 1,9 1,5 0,9 1,0 

For definitions. see Table 3 for Belgium. 
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direct financing of investment by public enterprises, above 
all in sectors where research and development expenditure 
is very high (the computer and electronic industries, for 
example). It was also necessary to reduce the debt financing 
of investment, during a period of high real interest rates, 
and already very high debt to equity ratios. Moreover, public 
sector enterprises were financially and legally constrained in 
the restructuring process within the productive system, which 
is leading to an increasing number of mergers and acqui
sitions, at domestic and international level. Nevertheless, 
despite a privatization programme of a few billion francs in 
the 1992 Finance Act, nearly all public sector enterprises will 
remain under the majority control of the State. 

Difficult access to external finance and continuing heavy 
interest charges also discourage investment by private en
terprises. Concerning the supply of funds, taxation of savings 
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still creates some distortions in financial resource allocation. 
Taxation in respect of shares, despite a tax credit system, 
has taxed dividends more highly than interest income on 
marketable assets. This could partly explain the small size 
of the French equity capital market. For this reason, the 
French Government has decided in the 1992 Finance Act to 
reduce the corporate tax on distributed profits from 42 to 
34 %, the existing rate for non-distributed profits. With 
growing capital mobility in the internal market, these na
tional differences in corporate taxation will imply that more 
highly taxed enterprises have to enjoy a higher pre-tax profi
tability than their lower taxed foreign competitors in order 
to enjoy the same post-tax rate of return. This result can be 
reached by lower unit labour costs as a result of either 
stronger productivity or a lower nominal wage bill. There
fore , the adjustment to different tax burdens at the inter
national level will demand either an improved allocation of 
capital or greater flexibility in wages inclusive of social 
contributions. 



Ireland 

Problems in labour market 
and public finances re-emerge 
as the economic environment deteriorates 

After four years of strong growth, the performance of the 
Irish economy has deteriorated in 1991. Growth is expected 
to slow to 1,3 % this year, recovering only moderately to 2 to 
2t % in 1992. The deceleration in economic activity mainly 
reflects external rather than internal influences. The domestic 
macroeconomic policy mix of exchange-rate stability, fiscal 
restraint and wage moderation, which has been applied 
with considerable success since 1987, remains unchanged. 
However, economic performance has been subdued by the 
moderation in world trade, high international interest rates 
and by the recession experienced in the neighbouring United 
Kingdom. 

Table 1 

Ireland: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP 
(% change) 2,1 4,7 5,7 1,3 2,3 2,8 

Total domestic demand 
(% change) 1,0 1,8 5,4 0,6 1,1 1,8 

Employment(% change) -1,3 0,3 1,3 0,0 0,3 0,6 

Unemployment rate(%) 17,7 17,1 15,6 16,8 18,1 18,6 

Inflation (%) 5,5 3,2 2,6 3,0 3,0 2,8 

Balance of current 
account (% of GDP) -4,2 1,4 3,4 2,3 2,0 1,7 

For definitions. see Table 3 for Belgium. 

The slowdown in the economy has been accompanied by a 
deterioration in the previously favourable trends in the lab
our market and the public finances. As the pace of employ
ment creation has declined and emigration has ceased due 
to low labour demand in the United Kingdom and the 
United States of America, the reduction in unemployment 
achieved between mid-1988 and mid-1990 has not been 
sustained; in 1991, the unemployment rate has climbed to 
an historical high. Despite the prospects of a moderate 
economic recovery, problems in the labour market are un
likely to ease significantly in 1992 and 1993. The rise in 
unemployment, reduced tax buoyancy and the increase in 
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the public sector wage bill have put pressure on the public 
finances. Budgetary drift this year has ended the progressive 
reduction in underlying net borrowing by general govern
ment (i.e. exclusive of one-off privatization receipts) relative 
to GDP since 1987; medium-term budgetary targets, which 
were recently reaffirmed by the authorities, now seem in
creasingly difficult to achieve. 

Competitiveness performance remains a more positive fea
ture of the economy. The average inflation rate in 1991 was 
below that of Germany and is likely to remain low in 1992 
and 1993. The successful implementation of the terms of the 
social consensus is maintaining an appropriate overall trend 
in wages relative to productivity, despite the more rapid 
increase in public sector wage rates; thus, the evolution of 
unit labour costs relative to other trading partners continues 
to be favourable. In this respect, the economy remains well 
positioned to exploit medium-term opportunities for acceler
ated growth as the international environment improves. 

Table 2 

Ireland: Investment performance 

1984-86 1987-89 1990 1991 1992 

Gross capital formation 
(% of GDP) 19,8 18,0 18,9 18,6 18,9 
(% change) -4,1 4,3 7,5 -0,4 3,8 

of which: 
Construction (% change) - 4,0 0,0 8,4 -2,9 3,9 
Equipment(% change) -2,6 7,0 6,8 1,8 3,7 

Convergence lays the basis for sustainable 
economic growth 

1993 

19,2 
4,2 

3,9 
4,5 

Ireland's favourable inflation performance, mirrored in sig
nificantly reduced interest-rate differentials relative to other 
ERM currencies and an apparently robust external surplus, 
would suggest that nominal convergence has now been 
achieved (see Graph !). Price stability has been secured 
through exchange-rate discipline supported by an appropri
ate macroeconomic policy regime. The process of disin
flation, in the first half of the 1980s, was accommodated by 
constraints on activity in the real economy. Output growth 
was modest and unemployment increased sharply as tight 
monetary and discretionary fiscal policies combined to de
press internal demand while export performance was dam
pened by real appreciation. However, once achieved, price 
stability in the economy laid the basis for a subsequent 
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acceleration in real convergence between 1987 and 1990 by 
improving competitiveness and boosting business confi
dence. In these four years, per capita GDP in Ireland rose 
by four points relative to the Community average, while 
employment creation led, albeit assisted by high emigration 
rates, to a fall in unemployment (see Graph 2). 

The spillover effects of the recent deterioration in the inter
national environment on the domestic economy will militate 
against further accelerated progress in catching up and in 
reducing unemployment in the short term. Nevertheless, 
maintaining low inflation and a strong competitiveness per
formance through an appropriate macroeconomic policy 
regime is essential, if a recovery in the external economy is 
to be translated into a resumption of real convergence in 
Ireland. 

Fiscal restraint and structural reform are 
required in the approach to EMU 

The main problems facing the Irish economy in the approach 
to EMU are the substantial overhang of public debt and the 
severe disequilibrium in the labour market; both of these 
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pose a threat to Ireland's successful participation in a more 
integrated Community. While the public debt/GDP ratio is 
falling, it remains substantially above the Community aver
age. In the context of EMU with fully-integrated markets 
and fixed exchange rates, further improvement is essential 
to minimize interest-rate differentials, reduce the vulner
ability of the economy to external shocks and to provide an 
adequate fiscal margin to react to such shocks. Recent drift 
in the net borrowing requirement is a cause of some concern 
and further budgetary tightening in 1992 and 1993 will be 
required if the medium-term targets of a public debt/GNP1 

ratio of 100 % by 1993 and 75 % by 2000 are to be achieved. 

The problem of a persistently high unemployment rate must 
be addressed within the framework of the necessary fiscal 
restraint. Nevertheless, the negative incentive effect implied 
by the currently heavy tax burden on labour income suggests 
that there is an important public finance aspect to tackling 
the unemployment problem. In the first half of the 1980s, 
the tax burden on labour income increased steadily as part 

Official budgetary targets are expressed in terms of GNP; the equivalent 
ratios in terms of GDP are about 90 % in 1993 and 70 % in 2000. 



of the. fiscal adjustment effort and was reflected in the 
application of very high rates at low thresholds. In conse
quence, a very substantial divergence emerged between the 
gross wage cost to employers and the net wage enjoyed by 
employees; these divergent trends will have acted as an 
impediment to both labour demand and supply. A revenue
neutral restructuring of taxation, involving a widening of 
the tax base to ensure a more even distribution of fiscal 

Table 3 

Ireland: Economic policy indicators 

1984-86 1987-89 1990 1991 1992 1993 

Money growth 
(% change) 4,8 7,4 15,4 8,5 9,2 9,9 

Short-term interest rate 12,5 9,6 11,4 10,4 9,4 9,0 

Long-term interest rate 12,8 9,9 10,1 9,2 9,0 8,9 

Competitiveness 101,8 98,5 98,5 96,9 97,3 96,9 

Budget balance 
(% of GDP) -10,7 -5,9 -3,6 -4,1 -4,1 -3,9 

Gross public debt 
(% of GDP) 111,3 117,5 103,0 102,8 100,4 98,0 

Nominal wages per head 
(% change) 7,7 5,8 8,6 6,6 6,1 5,2 

Real wages per head 
(% change) 2,0 2,5 5,9 3,5 3,0 2,4 

For definitions. see Table 3 for Belgium. 

Ireland 

pressure across the economy, is clearly desirable. Progress 
in this regard has been made in recent years, but a more 
radical approach may be necessary if a serious impact is to 
be made on labour market performance. A critical examin
ation of the role of social transfers in discouraging re-entry 
into employment at lower wage leYels may also provide 
scope for improvement in the incentive structures within the 
labour market. The interaction of relatively high effective 
tax rates on labour income and generous unemployment 
compensation may partly explain the failure of persistently 
high unemployment rates to be reflected in more significant 
real wage adjustment. 

A further important aspect of Ireland's unemployment prob
lem relates to the development strategy adopted for the 
economy. Since the mid-1970s, Ireland has been engaged in 
an intensive industrialization programme, based largely on 
attracting direct inward investment. In terms of investment 
volumes, the strategy has been successful but has failed in 
its main objective of providing high rates of employment 
growth. Much of the problem can be traced to the concen
tration of inward investment in capital-intensive activities 
and the failure of the more labour-intensive indigenous sec
tors to emulate the performance of the successful foreign
based sectors. The weakness of indigenous industry, com
bined with a high rate of profit repatriation among foreign
based enterprises, has resulted in a diminution of the effec
tiveness of industrial policy in raising national income and 
employment. In this respect, recent undertakings to review 
the operation of industrial policy to ensure a more neutral 
treatment of labour and capital and to more actively pro
mote indigenous industrial development are to be welcomed. 
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Italy 

Slowdown m 1991 to be followed by gradual 
recovery 

After the marked slowdown in the second part of 1990, 
economic activity remained stagnant in the first half of 1991 , 
with signs of recovery gaining strength in the later part of 
the year. Real GDP growth had already fallen from 3,2 % 
in 1989 to 2,0 % in 1990 and is likely to be just over 1 % in 
1991. The outlook for 1992 and 1993 points to a gradual 
acceleration of growth. 

Table 1 

Italy: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP 
(% change) 2,7 3,5 2,0 1,1 2,0 2,5 

Total domestic demand 
(% change) 3,4 4,5 1,9 1,5 2,3 2,7 

Employment (% change) 0,7 0,5 1,0 0,9 0,5 0,7 

Unemployment rate( % ) 9,8 10,6 9,8 9,4 9,5 9,3 

Inflation (% ) 8,8 5,3 6,2 6,4 5,2 5,2 

Balance of current 
account( % of GDP) -0,4 - 0,8 -1 ,4 - 1,3 - 1,5 -1 ,7 

For definitions, see Table 3 for Belgium . 

Domestic demand has lost momentum in 1991 , suffering 
mainly from the down-swing of the investment cycle. By 
contrast, the deceleration of consumer expenditure has been 
mild , although the dynamics of household consumption were 
negatively influenced by the slowdown in disposable income 
and the rising uncertainty about economic perspectives that 
prevented a reduction in the saving rate. Despite a restrictive 
fiscal stance which should affect disposable income nega
tively, private consumption is likely to become more buoyant 
in 1992, benefiting from slower inflation and the improve
ment in consumer confidence. 

In the course of 1990 the period of rapid growth in fixed 
capital formation which started in 1986 came to a halt: 
following an overall increase of about 20 % between 1986 
and 1990, real investment is likely to show a small decline 
in 1991 . The downward revision of demand prospects in the 
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industrial sector and the fall in capacity utilization, given 
that much of the earlier investment had been designed to 
enlarge the productive base, explain the weakness in capital 
formation . Investment is expected to recover gradually next 
year, benefiting from a more buoyant growth of domestic 
and external demand. Furthermore, Jhe fall in profitability 
experienced in recent years is likely to trigger an increasing 
effort in productivity-enhancing investment, both in industry 
and in market services. 

While in 1989 and 1990 the slowdown of domestic demand 
went along with a neutral contribution to growth of net 
exports, this year imports are outpacing exports, yielding a 
negative contribution of about half a percentage point of 
GDP. The increase in import penetration and the gradual 
loss of market shares by Italian exports can both be traced 
back to a general worsening of price competitiveness. Al
though the sectors facing international competition have 
maintained their price increases significantly below the rise 
in direct costs, the appreciation of the real exchange rate, 
according to most measures available, has been significant 
in the 1989- 91 period. As this competitiveness loss is not 
likely to be reversed in the near future, the acceleration of 
exports next year will probably be gradual and insufficient 
to offset the increase in imports. 

Nominal wage rigidities and the sheltered sector 
hamper inflation convergence 

Although slowing down in the second half of the year, 
consumer inflation should be close to 6t % on average in 
1991 , a slight increase with respect to the previous year, with 
the inflation differential vis-a-vis the original ERM countries 
remaining broadly unchanged (above three percentage 
points). 

Table 2 

Italy: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 20,7 21 ,5 22,2 21 ,9 22,0 22,1 
(% change) 2,5 5,9 3,0 -0,4 2,4 2,9 

of which: 
Construction(% change) -0,1 1,2 2,5 0,4 1,2 1,2 
Equipment(% change) 5,8 10,0 3,5 - 1,1 3,5 4,5 
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Some progress in price convergence is expected in I 992, 
conditional on the hypothesis of a tight income policy in the 
public sector and the absence of inflationary impulses from 
controlled prices and indirect taxes. 

Among the forces shaping the persistence of inflation in 
Italy, two deserve particular attention: on the one hand, the 
deeply rooted nominal rigidities in wage behaviour; on the 
other, the role played by the sheltered service sector, where 
fast-rising costs feed directly into prices. 

After a sharp acceleration in I 989 and I 990, the rise in 
labour costs slowed marginally during 1991: the increase in 
unit labour costs in the economy as a whole remains close 
to 8 %. The increase in per capita wages fell by about one 
percentage point, mainly because of the fading out of the 
effects of pay awards in the public sector, whereas the impact 
of new wage settlements pushed up salaries in the private 
sector. Nevertheless, wage growth has continued to be higher 
in public administration than in the private sector, increasing 
the relative wages of public servants. 

In manufacturing industry, productivity growth has been 
subdued in I 990 and I 99 I, because of the cyclical downturn. 

Italy 

Wage increases have been shaped by inflation and, in 1991, 
by the impulse of the triennial wage round. As a result, unit 
labour cost increases have been very high (around 7 % for 
the year on average), significantly exceeding the rise in out
put prices, which remain tightly constrained by international 
market conditions. 

In the market service sector, unit labour costs grew faster 
than in industry until I 988, mainly reflecting structurally 
weaker productivity growth. Since 1989, changes in unit 
labour costs have roughly equalized across sectors, reflecting 
similar patterns both in wage and productivity evolution. 
Because of the lack of competitive pressures, also deriving 
from widespread regulation and State intervention, service 
prices tend to reflect fully increases in labour costs. Between 
I 988 and I 99 I the unit labour cost and the value-added 
deflator showed almost the same rate of growth (over 6 % 
a year) in market services, while in industry the opening of 
the gap between price and cost evolution resulted in a severe 
profit squeeze. 

As far as the 1992 and 1993 outlook is concerned, labour 
cost developments are likely to be more favourable, taking 
advantage both of the reduction in wage increases built 
into current wage settlements and of a gradual productivity 
rebound. Nevertheless, the dampening of wage inflation is 
not likely to yield further improvements in terms of con
sumer price rises beyond 1992, unless structural measures 
are implemented. Above all, structural policies aimed at 
enhancing product market competition in the sheltered sec
tor are urgently needed. These should go along with a 
reduction in the speed of the pass-through of prices to wages, 
possibly linking wage increases to forward-looking inflation 
targets. 

Compared with the slow pace of economic activity, employ
ment growth has been particularly strong, showing an in
crease close to 1 % in both 1990 and 1991. This evolution 
was coupled with a very slow development of labour supply, 
partly attributable to the diminishing pressure of demo
graphic factors. As a result the unemployment rate in I 990 
underwent the first substantial reduction since the beginning 
of the I 980s and declined further this year ( the drop between 
1989 and 1991 was about 1,5 percentage points). Employ
ment growth has been particularly buoyant in market ser
vices, but in the manufacturing sector labour input has been 
progressively reduced, giving rise to significant job losses in 
1991. 

In I 992 and 1993 the need for a recovery in productivity is 
likely to prevent any employment increase in industry and 
to curb job creation in the service sector. Taking also into 
account the planned freeze in public sector employment, the 
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unemployment rate is expected to remain broadly unchanged 
in the next two years. 

Structural measures are needed to achieve fiscal 
consolidation 

Following the end of the Gulf war in March 1991, the 
strengthening of the lira on the international exchange mar
kets allowed an easing of monetary conditions consistent 
with the weakness prevailing in domestic economic activity. 
This trend was confirmed in May by a one-point cut in 
the official discount rate (from 12,5 to 11,5 %), which was 
immediately reflected in the reduction of bank interest rates. 
The short-term interest-rate differential with the Deutsch
mark, which stood at above three points in February, had 
fallen by almost one point by May; it has remained rather 
stable since then. 

A rapidly shrinking capital account surplus in the second 
half of 1991, however, may signal that there is no room for 
a further reduction in the interest-rate differential vis-a-vis 
the other ERM currencies. The constraints placed by the 
narrow-band obligations on the conduct of monetary policy 
might thus begin to exert pressure, unless the markets are 
reassured by a successful pursuit of fiscal adjustment. 

Public finance continues to be the major area of divergence 
between Italy and the other ERM countries. 

Compared to other countries, especially those with major 
fiscal imbalances in the first half of the I 980s, Italy stands 
out for its failure to reduce significantly the budget deficit, 
which, as a percentage of GDP, is still close to 10 % and, 
in absolute terms, is as large as the deficits in all other 
Community countries combined (1990 data). Unlike its 
ERM partners, Italy continued to run primary deficits 
throughout the I 980s: 199 I will probably be the first year 
to show a small primary surplus. 

This, along with the high real interest rates which have 
characterized the decade, has resulted in a steady growth of 
the debt/GDP ratio, which hit 100 % of GDP in 1990 (more 
than twice the average in the rest of the ERM group), and 
is still incn::asing. Under any plausible as:mmptiom ab.:,ut 
interest rates and the growth rate of the economy, the present 
level of deficits implies a debt ratio which continues to 
increase over time. 

Against this background of structural fiscal imbalances the 
Italian Government has institutionalized a medium-term 
approach to budgetary adjustment. Deficit targets in the 
past, however, have been repeatedly missed and revised 
upwards. 
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The deficit targets recently confirmed by the government in 
its convergence programme for the period I 992-94 aim at 
achieving the stabilization of the debt ratio by end- I 993. 
Although the achievement of this objective also depends on 
trends in real interest rates and economic growth, respect of 
the deficit targets would set Italy on a course that, if pursued 
beyond the I 994 horizon, would fulfil the conditions of 
convergence which are generally considered as necessary for 
transition to Stage III of EMU. It is thus important that the 
Italian Government has committed itself to hit the deficit 
targets in nominal terms, irrespective of the accompanying 
macroeconomic developments. Keeping within the commit
ment, especially in the face of a macroeconomic scenario 
which may be less favourable than that projected by the 
government, will not prove easy. Some of the measures on 
which the budgetary adjustment for I 992 is predicated might 
yield less than expected in terms of deficit reduction, and 
measures for later years and over the wide range of areas 
for reform identified in the convergence programme have 
still to be developed concretely (e.g. pension reform, re
duction of State aids). 

Along with the disequilibria in public finances, the underde
velopment of the South (the Mezzogiorno) is frequently 



Table 3 

Italy: Economic policy indicators 

1984-86 1987-89 1990 1991 1992 1993 

Money growth 
(% change) 10,8 9,4 9,4 9,6 9,0 9,2 

Short-term interest rate 15,0 11 ,8 12,3 12,1 12,0 12,0 

Long-term interest rate 13,6 12,1 13,4 12,9 13,0 13,2 

Competitiveness 102,2 111,3 123,5 124,3 125,7 127,6 

Budget balance1 

(% of GDP) - 11,9- 10,7 -10,7 -9,9 -9,4 -9,4 

Gross public debt I 
(% of GDP) 81,2 93,4 98,6 101,2 103,9 106,2 

Nominal wages per head 
(% change) 9,8 8,9 10,4 8,2 6,8 6,7 

Real wages per head 
(% change) 0,9 3,4 3,9 1,7 1,5 1,5 

I Does not incorporate fully the policy intentions announced in the Italian convergence 
programme. 

For definitions. see Table 3 for Belgium. 

indicated as the major unsolved issue in the Italian economy. 
There is in fact a close reiationship between the two problems 
which deserves scrutiny, although no simple analysis is likely 
to do justice to the complexity of the problem. 

Forty years of development policies have failed to bring 
about any sizeable and lasting catching-up of the Mezzo
giorno with the rest of the Italian economy. The South can 
no longer, however, be defined as poor, not only in terms 
of absolute per capita output (its per capita GDP exceeds 
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that of the peripheral countries of Europe with the exception 
of Spain), but also, and possibly more important, in terms 
of relative per capita consumption (the South/North-Centre 
ratio is about 70 %, against 55 % for per capita GDP). The 
overall failure of industrialization policy means that the 
Mezzogiorno is a structurally dependent economy, whose 
consumption levels are kept high by a large transfer of 
resources from outside (net imports of goods and services 
amount to over 20 % of Southern GDP). Only such a trans
fer allows the Mezzogiorno to maintain total (private and 
public) consumption close to 100 % of GDP and still have 
an investment ratio higher than the rest of the country. 
The counterpart of this transfer is large imbalances in the 
distribution of public revenue and expenditure across the 
country: as revenues tend to be proportional to income and 
expenditure to be equalized on a per capita basis, the North
Centre is running a huge primary surplus which is more than 
offset, however, by the deficit attributable to the South. 

The process of causation between underdevelopment and 
public finance disequilibria does not run necessarily in one 
direction: not only does the Mezzogiorno contribute deficits 
as expenditure there falls dramatically short of revenue, but 
also public deficits arguably contribute to the underdevelop
ment of the Mezzogiorno, as transfers have turned the struc
ture of the economy away from a market-oriented develop
ment path. 

A policy of retrenchment, consistent with a shift from income 
maintenance to industralization (and the upgrading of infra
structure), while addressing the main problem of conver
gence between Italy and its ERM partners, could thus also 
prove fruitful in tackling the catching-up problem inside the 
Italian economy. 
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Luxembourg 

Strong economic performance 

The Luxembourg economy continues to show a better 
growth performance than in neighbouring countries. After 
a buoyant 1989 with a 6,3 % rise in gross domestic product, 
growth slowed down to 2,3 % in 1990. In 1991 activity is 
again accelerating and for the whole year a 3,0 % growth 
rate is expected. In 1992 and in 1993 a further rise of GDP 
of 3,4 % should be achievable. The excellent performance is 
mostly explained by continuing strong investment demand, 
from both public and private sources and, additionally, from 
1991 , by rising private consumption because of reduced 
income tax rates. Inflation, after peaking at 4,2 % in 1990, 
is expected to slow slightly to a level of around 3,5 % in 
1991, and in 1992 and 1993 prices are expected to rise by 
about the same rate. Employment increased strongly in 1989 
and 1990 (4 % p.a. on average) and will continue to rise, 
albeit at a more modest pace. In the four-year period 
1988- 91, employment increased by 10 %, adding almost 
20 OOO net jobs. The number of jobs in the financial services 
sector increased by 20 % in the period, but has now come 
to an abrupt slowdown. Shortages for certain categories of 
labour have caused the wage bill to rise fairly rapidly, but 
this year's tax reliefs should reduce some of the cost-push 
pressure. 

Table 1 

Luxembourg: Macroeconomic performance 

1984-S6 1987-89 1990 1991 1992 1993 

GDP 
(% change) 4,4 5,0 2,3 3,0 3,4 3,4 

Total domestic demand 
(% change) 3,0 5,7 3,4 4,3 3,9 3,6 

Employment(% change) 1,5 3,3 4,2 1,9 1,5 1,4 

Unemployment rate(%) 2,9 2,2 1,7 1,6 1,6 1,6 

Inflation(%) 4,0 2,6 4,2 3,4 3,7 3,2 

Balance of current 
account (% of GDP) 40,8 33,2 31,2 28,1 26,1 25,4 

For definitions, see Table 3 for Belgium. 

The government budget has been in surplus since 1983. 
These surpluses are allocated to various investment funds. 
The public debt, 6 % of GDP, is the lowest in the Com
munity. In January 1991 direct tax rates were lowered. The 
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Table 2 

Luxembourg: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 20,1 23,6 25,4 26,2 26,5 26,6 
(% change) 5,9 7,2 9,4 6,2 4,7 3,9 

of which: 
Construction(% change) -0,3 7,4 5,9 5,9 4,5 3,2 
Equipment (% change) 15,2 6,1 13,7 6,4 4,9 4,8 

top income-tax rate was reduced from 57 to 50 % and other 
tax rates proportionately. The total burden of direct taxes 
on households and enterprises should be reduced by 23 % 
and tax revenue should fall by LFR 10 billion. The budget 
should, nevertheless, continue in surplus. 

The steel industry has gone through a few difficult years with 
prices and demand falling. After a poor 1990, production fell 
again by 5 % in the first three quarters of this year. Since 
the summer there has been a minor improvement, however, 
and the outlook for next year seems a little better. Financial 
services are still one of the major growth areas, but the 
period of double-digit growth in employment and output is 
over. 

A labour market situation out of the ordinary 

Luxembourg has only 2 100 unemployed and the unemploy
ment rate stands at 1',3 % which can probably be considered 
as a technical minimum. Strong employment demand and 
resulting high wage levels continue to attract labour from 
other countries. Private sector wages are, on average, 25 % 
higher than in Beigium and up to 40 % higher than in 
France. When considered relative to the Belgian and French 
regions bordering Luxembourg, the difference may be even 
greater. Resident foreigners make up one quarter of the total 
labour force. Additionally, there is a large and still increasing 
number of daily commuters from the neighbouring 
countries. Frontier workers account for half of the observed 
rise in employment in the last few years. Their total number 
will exceed the 40 OOO mark in 1992, 20 % of the country's 
total labour force. Almost half of all jobs in the financial 
services sector are occupied by foreigners. The precise impli
cations of this example of regional integration at a European 



level are not yet entirely clear. One area concerns the conse
quences for the government budget as both government 
revenue and expenditure are affected. 

Table 3 

Luxembourg: Economic policy indicators 

19S4-86 1987-89 1990 1991 1992 1993 

Long-term interest rate 9,5 7,6 8,6 8,2 

Budget balance 
(% of GDP) 4,0 2,8 4,7 1,9 2,0 2,1 

Gross public debt 
(% of GDP) 14,2 10,0 7,3 6,9 6,4 5,9 

Nominal wages per head 
(% change) 5,3 4,6 5,2 4,7 5,1 5,1 

Real wages per head 
(% change) 1,3 1,9 1,0 1,3 1,4 1,8 

For definitions, see Table 3 for Belgium. 

Luxembourg 

Policy of industrial diversification continued 

The Luxembourg authorities are continuing their policy of 
industrial diversification. Between 1980 and 1990, employ
ment in the steel sector almost halved, while employment in 
the financial services sector doubled. At present, the financial 
sector accounts for 15 % of GDP and 8 % of employment. 
Well aware of the risks involved if the country were again 
to become too dependent on one single industry sector -
this time financial services - the government is further 
encouraging investment in other service industries with a 
high value-added content, such as air transport, telecom
munications and the entertainment industry. But also the 
financial services sector is preparing for a future where 
further integration of the European market is likely to make 
it increasingly exposed to competition. The sector's trans
formation and diversification are well under way. Euro
money and Eurobond dealings are still predominant, but a 
mutual fund market and general client banking are being 
developed. Taking account of the current labour market 
situation and the age structure of the population, these 
initiatives should be aimed at activities with high value
added, particularly value-added per person. 
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Netherlands 

Economic growth is losing momentum 

In the last few years the Dutch economy has shown satisfac
tory GDP growth (with 1990 seeing a 12-year record of 
3,9 % ), fuelled by investment and export demand and, par
ticularly in 1989 and 1990, by buoyant private consumption. 
In the period 1986 to 1990 consumer prices rose by 1 % a 
year on average. Among the factors accounting for this 
remarkable result are, apart from wage moderation, low 
import prices in 1986 and 1987 and lower VAT rates in 1989. 
Between 1986 and 1990 employment grew by a record 1,7 % 
per year and 615 OOO jobs were added. Additionally, export 
performance was excellent with exports rising by 6,7 % in 
1989 and 5 % in 1990. For 1991 a further rise of 5 % is 
expected, mostly fuelled by increased demand from Ger
many. 

Table 1 

Netherlands: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP 
(% change) 2,6 2,5 3,9 2,3 1,3 1,9 

Total domestic demand 
(% change) 2,3 2,6 3,6 2,1 0,2 1,5 

Employment(% change) 1,1 1,5 2,1 1,0 -0,1 0,0 

Unemployment rate(%) 11 ,0 9,3 8,1 7,2 7,7 7,8 

Inflation(%) 1,5 0,8 2,5 3,2 3,5 3,3 

Balance of current 
account(% of GDP) 3,7 2,4 3,8 4,1 4,4 4,8 

For definitions. see Table 3 for Belgium. 

A buoyant fourth quarter of 1990, when domestic product 
was 4,2 % higher than a year earlier, was followed by a fall 
in GDP in the first quarter of 1991 and an expansion of 
0,8 % in the second. However, output in the first six months 
of 1991 was 2,3 % higher than a year earlier. For the whole 
of 1991 a growth rate of 2,2 % is expected, slowing down 
to only 1,3 % in 1992. Inflation is edging up to 3,5 % in 
1991 and for 1992 the same figure is expected. Between 1 
and 1,5 percentage points of the rise in prices is accounted 
for by government policies involving subsidy cuts and in
creases in excise duties while wage rises will add another It 
percentage points on average. Employment growth of90 OOO 
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Table 2 

Netherlands: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 19,3 21 ,3 21,6 21,4 20,9 20,9 
(% change) 6,6 4,6 4,2 1,1 -1,1 1,9 

of which: 
Construction(% change) 2,9 5,0 1,3 - 0,6 -1,0 1,3 
Equipment(% change) 11,5 4,0 7,7 3,0 -1,2 2,6 

in 1991 is expected to come to a halt in 1992 when there 
may be a small rise in unemployment. 

The main factors underlying the growth slowdown include, 
firstly, a domestic cyclical effect. Gross fixed investment, for 
instance, has slowed this year and may well decline in 1992 
after four years of strong growth: from 1988 to 1990 invest
ment expenditure increased by 6 % per year. Secondly, fiscal 
consolidation policies involve spending cuts involving lower 
direct government spending than earlier projected and a fall 
( or smaller rise than earlier projected) in disposable income 
for civil servants and for beneficiaries of welfare and social 
security measures. One of the domestic industry sectors 
particularly suffering from the envisaged budget policies is 
construction. Thirdly, the effect of the growth slowdown in 
other countries will be felt. In 1991 domestic contraction 
factors were still being offset by strong export demand from 
Germany, but this latter effect is now expected to weaken. 
Exports to Germany, which account for more than one 
quarter of total Dutch exports, rose by 18 % in the first half 
of 1991. That rise is now coming to a halt and the increase 
for the whole of 1991 is likely to be about 10 %. 

Growth is expected to resume in the second half of 1992 and 
1993 should see an increase in GDP of at most 2,0 %. The 
depressing effect of fiscal consolidation should be felt for 
several years while it may take a considerable period of 
time before the structural improvement brought about will 
actually produce the envisaged behavioural response in pri
vate sector activity. 

Two persistent problem areas: 
the labour market and public finance 

In spite of a strong rise in employment in the second half of 
the 1980s - which is continuing into this year, albeit at a 
more modest pace - the labour participation rate, measured 



in numbers employed is around the Community average. 
However, labour participation on a man-year basis, most 
recently estimated at 48 % is one of the lowest in the Com
munity and definitely the lowest of the northern Community 
countries. This situation is the outcome of several special 
features of which the most important are: the high incidence 
of part-time work (30 % of employment in 1989 against 13 % 
for the Community on average), the high numbers of people 
on disability programmes, the considerable numbers unem
ployed and having taken early retirement and the low activity 
rates offemales compared to several other Member States. 

Full-time working as a proportion of the total population 
is very low by comparison with the rest of the Community. 
The ratio (number working: full-time job equivalents) was 
1,25 in 1990 and is still rising. The inverse of this ratio, 0,8, 
indicates that, on average, hours worked per job represent 
not more than 80 % of a full-time job. The 180 OOO ad
ditional jobs created in 1990 accounted for only 100 OOO full
time job equivalents. 

Particularly worrying is the number on the disability pro
gramme which has now reached almost 900 OOO, or nearly 
9 % of the population of working age and 15 % of those 

Netherlands 

who work. There is evidence that the latter figure is twice 
as high as comparable figures for Belgium and Germany. 
The authorities have recently announced drastic changes in 
the disability scheme and in the rules for sickness absence. 
They envisage maintaining the AA W part of the scheme 
('Algemene Arbeidsongeschiktheidswet'), which involves 
guaranteed benefits of 70 % of the minimum wage for all 
disabled, but to reduce the WAO supplement ('Wet op de 
Arbeidsongeschiktheid'). Until now, this supplement has 
brought the benefit up to 70 % of the salary earned before 
disability. In the new system it will be determined according 
to age. The definition of 'alternative employment oppor
tunities' will be widened, which should facilitate re-entry to 
the labour market, and a penalty system is envisaged for 
firms according to the number of staff entering the disability 
scheme. Additionally, measures have been announced for 
reducing the incidence of sickness absence. Taken together 
these measures should result in HFL 4, 1 billion in annual 
cost reduction in 1994. 

The government finance situation has for many years been 
plagued by substantial deficits, an increasing debt ratio 
(78 % of GDP in 1990) and high transfer payments to 
households. The authorities have committed themselves in 
1989 to reducing the central government deficit by half a 
percentage point of net national income (NNI) each year 
until 1994, giving a target of 3! % of NNI (2,9 % of GDP) 
for that year. The 1990 deficit target of 5,25 % of NNI 
(4,7 % of GDP) was met, mostly because of strong GDP 
growth. The debt/GDP ratio is tending to stabilize. 

Table 3 

Netherlands: Economic policy indicators 

1984-86 1981-89 1990 1991 1992 1993 

Money growth 
(% change) 7,9 10,6 8,0 4,2 4,0 5,0 

Short-term interest rate 6,0 5,9 8,7 9,2 9,4 9,0 

Long-term interest rate 7,4 6,6 9,0 8,9 8,9 8,9 

Competitiveness 102,8 106,0 101 ,9 99, l 98,8 98,8 

Budget balance 
(% of GDP) - 5,7 - 5,7 - 5,3 - 4,4 -4,1 - 3,7 

Gross public debt 
(% of GDP) 69,1 77,0 78,3 78,4 79,5 79,1 

Nominal wages per head 
(% change) 1,1 1,1 3,6 4,7 5,0 5,3 

Real wages per head 
(% change) -0,4 0,3 1,1 1,5 1,4 1,9 

For definitions, see Table 3 for Belgium. 
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With a view to keeping their deficit reduction policy on 
course, the authorities announced last February a HFL 17 
billion 'mid-term review' package ('tussenbalans'). It in
volved measures which by 1994 should result in HFL 12,5 
billion in annual savings (including reductions in earlier 
planned expenditure rises) and an annual increase in taxes 
and social security contributions of HFL 4,5 billion. In the 
1992 budget, presented in September, the mid-term review 
proposals were elaborated in greater detail and additional 
reduction measures were proposed. The budgetary measures 
in 1992 total HFL 10· billion, HFL 6 billion of which is 
expenditure cuts. The target for the central government 
deficit of 4,25 % of NNI (3,8 % of GDP) would be met as 
would be this year's 4,75 % . The total burden of taxation is 
expected to edge up a little. The proposed policy measures 
in the area of sickness absence and disability are of a more 
structural nature and will have limited direct effect on next 
year's budget. 

Expenditure cuts in 1992 concern reductions in subsidies 
(to public transport, housing and schools and universities), 
lower defence spending, lower salary increases for civil ser
vants than previously projected and across-the-board cuts 
in purchases. Revenue is to be increased by accelerated tax 
collection, higher excise duties on fuels and tobacco, higher 
fines, by not adjusting tax rates for inflation and the sale of 
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State property. Revenue from the latter accounts for half a 
GDP percentage point of deficit reduction. 

Some structural problems hampering growth 

Although short-term indicators, apart from a cyclical down
turn next year, appear to signal that the economy is in a 
fairly healthy state, there remain a number of questions of 
a more structural nature. Firstly, per capita GDP growth, 
when considered over a longer period, is lagging behind 
other Community countries. Secondly, in spite of substantial 
budget deficits - which are now declining - and a rise in 
the public debt, public investment has reached a worryingly 
low level. Thirdly, the high and persistent current account 
surplus (more than 4 % of GDP), although usually seen as 
illustrating a good competitiveness performance, could also 
be considered as an indication that investment spending 
is too low. The latter may be related to the low labour 
participation rate referred to above. 

A number of interrelated supply factors of a structural 
nature seem to prevent the economy from growing and 



developing its full potential. The high rate of taxation, par
ticularly on labour, is an obvious candidate for mention in 
this context. However, in view of the present budget situation 
the continuation of the deficit reduction policies should 
receive priority for the time being. Additionally, there are a 
number of institutional factors relating to competition and 
the functioning of markets. The government has a long 
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tradition of taking a relaxed stance towards cartels and 
other restrictive arrangements among enterprises, such as 
measures to discourage new entrants or to divide markets. 
The European integration process should enhance business 
exposure to both competition and Community competition 
legislation and hence improve competitiveness and growth 
potential. 
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Portugal 

The continuation in the 1990s 
of the good economic performance 
of recent years requires greater efforts 

The Portuguese economy enjoyed a strong economic per
formance in the second half of the 1980s. Assisted by a very 
favourable set of external conditions (large terms of trade 
gains, the overall effects of the country's accession to the 
Community, the buoyancy of international trade, etc.), Por
tugal was able to achieve economic growth well above the 
Community average, based on rapid investment expansion 
and notable gains in the market share of its exports. Further
more the economy came progressively closer to a situation 
of full employment, the external accounts remained well 
under control and the national authorities were able to secure 
a substantial reduction in the public finance imbalances. On 
the other hand, disinflation proved to be a much more 
difficult process than anticipated and no major improvement 
in the price front has taken place since 1986. 

Table 1 

Portugal: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP 
(% change) 1,7 4,9 4,0 2,0 1,7 2,0 

Total domestic demand 
(% change) 0,7 7,2 5,8 4,6 3,3 3,3 

Employment (% change) -1,4 0,5 1,1 1,1 0,0 -0,4 

Unemployment rate(%) 8,6 5,7 4,6 4,0 4,2 4,7 

Inflation(%) 20,4 10,9 13,6 11,7 9,5 7,8 

Balance of current 
account (% of GDP) 0,9 -0,3 -0,3 -1,1 -1,5 -2,4 

For definitions, see Table 3 for Belgium. 

The continuation of the very encouraging progress achieved 
will certainly become less easy as external conditions return 
to a more normal pattern. However, fuelled by their recent 
experience, the expectations of economic agents regarding 
future improvements in their standard of living remain, in 
some cases, at unjustifiably high levels. 

Some recent developments in the Portuguese economy are 
an indicator of the difficulties that lie ahead and which 
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require a cautious but determined and long-term oriented 
stance of economic policy. 

GDP growth has been recording a clear deceleration since 
the second half of 1990 and should not amount to much 
more than 2 % in 1991 . Exports in particular recorded a 
sharp slowdown; their growth in real terms should turn out 
to be slightly negative this year and, for the first time since 
1981 , a loss in market share looks to have taken place. 
Export weakness seems to be associated with emerging prob
lems in some traditional sectors, hurt by the large cumulative 
real appreciation of the escudo in recent years, and the 
slowdown of economic activity in some important partners. 

Table 2 

Portugal: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 22,7 27,3 29,6 30,3 30,7 31,3 
(% change) - 4,0 12,5 7,5 4,5 3,0 3,7 

of which: 
Construction(% change) -2,5 7,6 6,5 4,5 3,0 4,0 
Equipment(% change) -8,4 19,8 8,5 4,5 3,0 3,5 

Investment, which together with exports was the engine 
behind the Portuguese growth performance, has also been 
faltering. Particularly in the industrial sector, the main re
asons are likely to be the high real interest rates faced by 
enterprises together with reductions in profitability. How
ever, at 27 % of GDP, gross fixed investment is an exception
ally large component of demand and reflects a low marginal 
productivity of capital; a further rise in this ratio is certainly 
not a worthwhile objective as it would raise the question of 
the dynamic efficiency of the economy. 

Portugal also benefited in the last decade from a substantial 
improvement in profitability. Although nominal wage in
creases remained high, along with inflation, in real terms 
wage increases were moderate and real unit labour costs 
declined. Not surprisingly, given the very tight situation in 
the labour market existing for some years already, a clear 
acceleration in both nominal and real wages occurred since 
the beginning of 1990. This development is common to both 
the private and the public sectors, being associated in the 
latter case with the reform of the civil service pay system, 
prompted in part by increasing problems of recruiting quali
fied staff. As a result private and public consumption remain 
buoyant, and may even have displayed an acceleration in 



1991. Since it is difficult to forecast a marked loosening of 
the overall labour market conditions, particular attention 
needs to be paid to ways of achieving wage increases compat
ible with both nominal and real convergence. 

Disinflation and fiscal consolidation remain 
the main priorities 

The national authorities identified nominal convergence with 
the Community and fiscal consolidation as the main priorit
ies of their medium-term strategy, the Quantum programme 
(framework for Portuguese participation in EMU), which is 
now being revised. For this reason, all the instruments of 
economic policy are currently being employed to reduce 
price pressures in the economy. 

The upward trend of inflation evident since 1988 was re
versed from the end of 1990. However, so far, disinflation 
has been more gradual than projected, particularly after 
taking account of special factors which adversely affected 
prices in 1990. The change of exchange-rate policy in October 
1990, from a pre-announced crawling-peg of the escudo 
(some 3 % p.a. effective depreciation) to a situation of 'sha
dowing' the EMS and consequently of nominal stability was 
a major step in the fight against inflation. 

Portugal 

However, there are risks, even for the success of the disin
flationary process in a medium to long-term perspective, of 
allowing a too fast and too large real appreciation of the 
currency. Fighting inflation will depend on much more than 
managing the exchange rate. The Portuguese authorities are 
aware of this potential problem, as their successive inter
ventions in the foreign-exchange market to prevent further 
appreciation of the domestic currency indicate. Their objec
tive continues to be, once a marked reduction has been 
achieved in the inflation differential with the Community 
average, a relatively rapid entry of the escudo into the 
EMS. This move, given its impact on economic agents' 
expectations, could by itself reinforce the disinflationary 
process, but it could also create difficulties, as with the 
Spanish experience, if high nominal interest rates have to be 
maintained. 

In a situation in which the rapid process of financial inte
gration of the Portuguese economy has reinforced the degree 
of capital mobility, the nominal stability of the exchange rate 
is not compatible with the present large interest differential 
in favour of Portuguese assets. In particular, the resulting 
spontaneous capital inflows would undermine the indispens
able restrictive stance of domestic monetary policy. Conse
quently in 1991 not only the existing restrictions on capital 
inflows were maintained but a new one, concerning purchase 
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of floating-rate bonds by non-residents, was introduced. 
However, these are temporary measures which need to be 
replaced in due course by more market-conforming policies. 

The process of fiscal consolidation remains crucial to the 
success of disinflation and, from an overall point of view, 
to the Portuguese participation in the construction of EMU. 
Substantial progress has been made in the field of public 
finances since 1984, as far as both the size of the budget 
deficit and the level of total liabilities of the public sector1 

are concerned. This occurred as a result of several factors: 
favourable external developments (reduction in international 
interest rates and lower prices of some imports which allowed 
increased indirect taxation, a reduction in subsidies and 
improved profitability of public enterprises); a complete 
overhaul of the tax system which increased its efficiency and 
reduced tax evasion; and an effort, albeit only partially 
successful, of expenditure restraint. In addition, steps were 
taken to improve the transparency of public finances and to 
increase the financing of public indebtedness on market 
terms. 

However, notwithstanding the results already achieved, the 
fiscal adjustment process still has some way to go. On the 
one hand, the relative size of both the general government 
deficit and public debt are well above the Community aver
age. On the other hand, the progress achieved benefited 
substantially from a cyclical upturn and, to a lesser extent, 
from a temporary factor, i.e. the privatization programme. 
Consequently the medium-term fiscal adjustment strategy 
set out in the Quantum programme should be vigorously 
implemented. In particular the budget deficit should be 
further reduced through limiting expenditure and, perhaps, 
an increase in indirect taxation associated with tax harmoniz
ation at the Community level. 

The structural adjustment process is more than 
ever on the agenda 

The challenges faced by the process of real convergence of 
the Portuguese economy are not likely to decrease in the 
next few years. The preparation for the Community internal 
market needs to be stepped up and the progressive emergence 
of new market economies in Central and Eastern Europe 
should imply an upgrading of the economic structure of the 
country. Furthermore, the continuation of a non-accommo
dative exchange-rate policy will increasingly put some sectors 
of the economy under pressure. 

The latter were far in excess of recognized public debt by the mid-l 980s. 
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Table 3 

Portugal: Economic policy indicators 

1984-86 1987-89 1990 1991 1992 1993 

Money growth 
(% change) 26,7 13,5 19,4 15,0 12,0 9,0 

Short-term interest rate 19,7 13,9 16,9 17,7 16,0 14,5 

Long-term interest rate 14,8 16,8 17,1 16,1 14,6 

Competitiveness 99,7 103,7 113,5 128,4 140,8 146,3 

Budget balance 
(% of GDP) -9,8 -5,2 -5,8 -5,4 -4,6 -4,0 

Gross public debt 
(% of GDP) 67,6 73,3 68,2 64,7 62,7 61,6 

Nominal wages per head 
(% change) 21,8 15,0 17,8 19,1 14,4 9,9 

Real wages per head 
(% change) 1,1 3,7 3,7 6,6 4,5 2,0 

For definitions. see Table 3 for Belgium. 

Under these circumstances, industrial restructuring, particu
larly in the traditional export sector, is becoming a major 
issue. A number of production units will inevitably disap
pear, since they will no longer be competitive in the single 
European market. They will progressively be replaced by 
new, technologically more advanced industries. This struc
tural adjustment process is assisted directly (via the Pedip 
programme) and indirectly, by the Community structural 
Funds. But more important than the size of the associated 
investment effort is its efficiency and allocation. In this 
respect it cannot be overemphasized that a level of gross
fixed capital formation in the export sector which allows for 
clear gains in the market share of Portuguese exports remains 
the key to a successful real convergence. 

Further efforts to develop and liberalize the financial system 
could also contribute to an improvement in the supply side 
of the economy. The differential between lending and bor
rowing rates remains very large by international standards 
and certainly implies large efficiency losses for both house
holds and non-financial enterprises. This situation could still 
reflect a privileged financing of public sector debt but it 
seems to have been increasingly associated with inefficiencies 
and rents in the banking sector. A progressive increase in 
the level of competition faced by the domestic financial 
sector, implying a rapid disappearance of the existing capital 
controls, would allow not only significant overall efficiency 
gains but also a better preparation of the sector for the 
challenges of the European financial area. 



United Kingdom 

A severe adjustment following accumulated 
imbalances 

By mid-1991, the United Kingdom appeared to be reaching 
the trough of the severe recession entered a year earlier. 
Output in the second quarter of 1991 as measured by average 
GDP was 3t % below that of its peak four quarters earlier; 
manufacturing output fell 6t % over the same period. Em
ployment declined from early 1990, and unemployment rose 
swiftly. 

The recession was the second most serious in the post-war 
period, between those of 1974-75 (in which GDP fell 2i % 
from peak to trough) and 1980-81 ( - 4t % peak to trough). 
It nevertheless differed from these earlier two in being less 
concentrated in manufacturing and in the unprecedented 
role played by a sharp autonomous downturn in private 
consumption expenditure (see Table 4). 

The recession was undoubtedly aggravated by external 
factors: the Iraqi invasion of Kuwait which produced a gen
eral downturn in business and consumer confidence and the 
recession in North America. Nevertheless, it seems reason
ably clear that its origins were a response to the domestic 
financial imbalances accumulated during the period of ex
cessive demand growth in the late 1980s and the consequent 
progressive tightening of monetary policy from 1988 on. 
Such imbalances essentially took the form of high and acce-

Table 1 

United Kingdom: Macroeconomic performance 

1984-86 1987-89 1990 1991 1992 1993 

GDP 
(% change) 3,2 3,8 0,8 -1,8 2,0 2,8 

Total domestic demand 
(% change) 3,3 5,4 -0,1 -3,0 2,3 3,0 

Employment(% change) 1,0 2,6 0,4 -2,3 -0,7 0,4 

Unemployment rate(%) 11,4 8,6 6,4 8,4 9,8 10,0 

Inflation (%) 4,9 5,0 8,4 6,5 4,6 4,1 

Balance of current 
account (% of GDP) -0,2 -3,8 -3,5 -2,1 -2,4 -2,1 

For definitions. see Table 3 for Belgium. 

United Kingdom 

lerating levels of household and corporate indebtedness, with 
evidence of speculative overshooting of certain asset prices 
(e.g. residential property). 

Monetary policy began to ease from October 1990, coinci
dent with sterling's ERM entry and . when the pronounced 
weakening of nominal demand and activity was becoming 
evident. By September 1991 short-term interest rates, at 
10,5 %, were 4,5 % lower than a year earlier, while sterling's 
position within the 6 % ERM margins had been maintained 
without difficulty. Inflation, as discussed in the following 
section, continued on the downward trend from the peak 
reached in the third quarter of 1990. Wage growth also 
decelerated markedly under the influences of slowing price 
inflation (this being particularly pronounced for 'headline' 
retail price inflation (RPI)), fast-rising unemployment and 
employers' competitive need for cost constraint. 

Table 2 

United Kingdom: Investment performance 

1984-86 1987-89 1990 1991 1992 1993 

Gross capital formation 
(% of GDP) 16,9 18,7 19,0 16,9 16,4 17,0 
(% change) 4,8 9,6 -2,4 -12,8 -0,9 6,4 
of which: 

Construction (% change) 3,1 7,7 -1,1 -12,9 -0,7 4,7 
Equipment(% change) 6,6 11,3 -3,6 -12,8 -1,1 8,1 

The adjustment undertaken by the private sector in recent 
quarters has been substantial, in part provoking the recession 
and in part in reaction to it. As regards the personal sector, 
the saving ratio has more than doubled from the trough of 
under 5 % reached in 1988. Fixed investment by the personal 
sector, principally residential, has fallen in nominal terms. 
In consequence the sector's financial balance, which reached 
an unprecedented deficit of 4t % of GDP in 1988, has been 
in substantial surplus since mid-1990 for the first time since 
the mid-1980s (see Graph 1). Non-financial companies in
itially delayed their response, but fixed investment expendi
ture has been pared severely since mid-1990 and destocking 
appears to have been substantial (see Graph 2). 

The outlook for the recovery is mixed. After the financial 
liberalization of the mid- l 980s it is unlikely that the private 
sector will wish to continue the financial adjustment of recent 
quarters to the point of reducing debt-income ratios to the 
levels of a decade ago. Confidence indicators have also 
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moved away from t)leir trough and that for consumers is 
back to its historical average. In addition the policy stance 
is favourable to recovery: nominal interest rates are much 
lower and fiscal policy appears to have been at least accom
modating; in addition to operation of the automatic stabiliz
ers, there is evidence of discretionary easing of fiscal policy 
in 1990 and 1991 and, on current plans, that 1992 will see 
further easing. 

On the other hand, there are significant restraints. The 
financial difficulties already experienced by the private sector 
are likely to induce greater caution than hitherto in a fresh 
build-up of net borrowing. Further, real personal income 
growth will need to remain restrained if success is to be 
achieved in reducing nominal wage rises towards the low 
levels required within the ERM, and by a poor short-term 
outlook for the labour market. Even moderately rising pri
vate consumption will probably entail some fall in the house
hold saving ratio. Prospects for business investment are also 
handicapped by currently low capacity utilization rates and 
by substantial stock overhangs of commercial and residential 
property. 

The outlook may be thus for a weaker upturn than conven
tional past experience might suggest. 1992 should see positive 
growth contributions from an end to substantial destocking 
(although much of this might be neutralized by higher im
ports) and from higher private and public consumption, and 
some turnaround in housing investment; the forecast return 
to higher growth of world trade and continued good UK 
trade performance should also support output. By 1993 
further movement towards a more balanced medium-term 
growth profile should be attainable, although the consider
ations below suggest that caution is required, and the labour 
market may still show weakness for some time. 

The challenge of achieving low-inflationary 
growth 

1991 has seen a remarkable reduction in price inflation and 
slower growth of wages and unit labour costs. Measurement 
of consumer prices is obscured by recent indirect tax 
changes, l but indicators of the 'underlying' rate of inflation 
nevertheless point to a deceleration from a peak of over 
St % in the autumn of 1990 to a forecast of around 5 % in 

These changes were the abolition of domestic property taxes in 1990 
and a 2,5 percentage points VAT increase in 1991. These moves were 
linked, respectively, with the introduction and subsequent reduction of 
the 'community charge' (poll tax) which is treated as a national accounts 
transfer and thus excluded from market price GDP, although included 
in the 'headline' consumer price index (RPI). 
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the year to the fourth quarter of 1991.2 The reduction in the 
headline RPI, which is typically most influential in wage 
negotiations, has been greatly distorted but much more 
dramatic: from an autumn 1990 peak of just under 11 % on 
a year earlier, to a level of below 4 % in October. Wage 
bargaining also shows a significant reduction in settlement 
levels, with many negotiations delayed or frozen during the 
course of 1991. Wage settlements in manufacturing recorded 
by the employers' organization (CBI) fell to St% by the 
third quarter, with about one in five agreements subject to 
some 'pause'. The official underlying data for whole econ
omy earnings (which by nature is a lagging indicator) showed 
growth of 7{ % in the year to the third quarter, down from 
a peak of over l O % p.a. in 1990. 

While ERM entry may have played some role in this deceler
ation (perhaps mainly through permitting a faster reduction 
in interest rates and thus tending to reduce the RPI), it seems 
probable that the depth of the recession, with weak final 
demand and fast-rising unemployment, has been the main 
contributor. The challenge for the United Kingdom within 
the ERM context is to consolidate this improvement and, 
indeed, to continue it still further through the upturn and 
into the medium term. 

Table 3 

United Kingdom: Economic policy indicators 

1984-86 1981-89 1990 1991 1992 1993 

Money growth 
(% change) 14,2 17,7 12,0 6,0 7,7 11 ,0 

Short-term interest rate 11 ,0 11 ,3 14,8 11 ,5 9,9 9,0 

Long-term interest rate 10,4 9,5 11 , 1 9,9 9,4 8,9 

Competitiveness 97,3 101 ,1 112,5 116,1 113,8 113,4 

Budget balance 
(% of GDP) - 3,1 0,3 - 0,7 - 1,9 -3,6 - 3,3 

Gross public debt 
(% of GDP) 58,9 50,4 42,8 43 ,8 45,6 46,6 

Nominal wages per head 
(% change) 7,1 8,1 11 ,3 8,3 5,8 5,6 

Real wages per head 
(% change) 2,1 2,9 2,7 1,7 1,1 1,4 

For definitions, see Table 3 for Belgium. 

The indicators are of underlying RPI inflation used by the UK Treasury. 
Up until the March 1991 Budget the indicator used was the rise in the 
all-items RPI excluding mortgage interest payments and the Community 
charge: this increased by a peak 8,4 % in the year to October 1990. 
From the March 1991 Budget, with its VAT -Community charge tax 
switch, underlying RPI inflation was redefined as the rise in the all
items RPI excluding only mortgage interest payments. 
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The national economies 

Table 4 

United Kingdom: the 1974-75, 1980-81 and 1990-91 1 

recessions compared 
( % changes) 

1974-75 1980-8 1 1990-911 

(1975 QJ/ 1974 Q2) (1981 Ql /1 979 Q4) (1991 Q2/1990 Q2) 

Fall in GDP2 -2,8 -4,6 -3,6 

of which, output of: 
Manufacturing -11 ,8 - 15,6 - 6,6 
Construction - 7,7 - 11,6 -9,4 
Services +1 ,5 -1,3 -1,9 

of which, contribution 
to GDP change from : 

Private consumption -0,2 -0,2 -1 ,1 
Fixed investment 0,0 -3,0 -2,7 
Des tocking - 3,3 - 2,4 -1,9 
Net exports 0,0 +2,5 +1,7 

I To second qua rter, 199 1. 
2 Average measure at market prices. 

Note: 1974-75 and 198()..8 1 expenditure component contributions are indicative only of relative 
magnitudes, because of statistical rebasing in 1985. 
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For much of 1992 the upturn foreseen , taken together with 
the substantial reduction in employment in course, will pro
duce a strong productivity performance and moderation of 
unit cost growth. However, beyond this cyclical phase, a 
sustained recovery with strengthening demand, the wish to 
restore profit margins and a slower rise in unemployment 
may all tend to weaken the disinflationary process. In the 
absence of other factors it thus seems possible that there 
may be at least a temporary interruption of the progress 
achieved so far. 

This implies that the constraints of the ERM, and the need 
for external competitiveness, need to be more widely appreci
ated. The rates of price and wage inflation forecast by the 
Commission services for 1992, which are likely to remain 
higher than those in most ERM narrow-band countries, will 
still be excessive. Further progress, buttressed by cautious 
macroeconomic policies, is required. 

The need for higher investment 

The share of UK GDP accounted for by investment has 
typically been lower than elsewhere in the Community 



through the post-war period. Improved UK economic per
formance in the mid- I 980s was partly reflected in sharply 
higher non-residential capital productivity- exceptional in 
international comparison - offsetting some of this weak
ness. However, to secure a firm basis for higher medium-term 
growth, it will ultimately be essential to raise the investment 
share. 

Only at the cyclical peak of 1987- 88 did the UK share rise 
towards the Community average, and since then corporate 
sector adjustment has taken the form of sharply cutting 
investment in real terms (see Graph I and Table 2). Net non
residential fixed investment rose in the late 1980s, but even 
at its peak in 1989 reached only just under 8 % of net 
domestic product (i.e. GDP less capital consumption); the 
Commission's current forecasts suggest that this share may 
fall to around 4 % in 1992 and 5 % in 1993, little different 
from a decade earlier. Graph 3 shows the evolution over a 
longer period of total net fixed investment: although the 
recent widening of the difference between the UK and the 
rest of the Community is exaggerated by the UK cyclical 
downturn, the trend gap is still large. 

The achievement of higher investment shares, while avoiding 
the strains of the 1987-88 period, almost certainly calls for 
higher domestic saving. In the absence of higher saving, the 
alternative - of accepting sustained high capital inflows -
could be difficult to realize at desired interest rates, given 

United Kingdom 

the outlook for high real rates as international capital flows 
to Eastern Europe; it would, moreover, imply slower growth 
of national income as returns on capital were transferred 
overseas. 

There may be some medium-term recovery in household 
saving as portfolio adjustment to financial liberalization is 
completed. As regards policy, experience in many countries 
suggests that specific measures to increase household saving 
have in the past proved relatively ineffective. However, fiscal 
distortions encouraging higher borrowing should be recon
sidered; in this context, the still remaining significant fiscal 
distortions favouring the borrowing for and acquisition of 
residential property need to be re-examined. 

Encouraging national savings will thus mainly require higher 
corporate saving through higher profitability while the 
government's fiscal position needs to remain sound and 
oriented towards medium-term stability. Higher profitability 
needs to be fostered through better working methods re
sulting in higher productivity, and by restrained real wage 
increases below the rate of productivity growth. In the me
dium term the need for significantly higher investment and 
saving through moderate real wage growth thus indicates a 
shift in the growth pattern away from the rapid private 
consumption growth which characterized the 1980s. Further, 
a permanent return to large-scale public borrowing needs to 
be averted. 
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Summary 

Summary 

The reduction in exchange rate variability which took place progressively during the 1980s within the Community and, more 
recently, the commitment to achieve full economic and monetary union have increased the importance of wage trends as an 
economic variable. 

Wage behaviour in the last decade can be analysed by subdividing this decade into three distinctive periods : 

( i) the years 1980-85 when progress in achieving a substantial deceleration in wages and prices was essentially obtained through 
a tightening of monetary policies accompanied by a wide-ranging restructuring of the European economy; 

(ii) the years 1986-88 when the Community benefited from an unexpected large improvement in its terms of trade and economic 
growth was picking up strongly. Further spectacular reductions in growth rates of wages and prices were achieved and the 
initial participants in the ERM narrow-band emerged as a homogeneous group; 

( iii) the years 1989-90 when results fell short of expectations. Prices and wages increased faster as a result of the depreciation, 
in 1989, of European currencies which resulted in an increase in Community import prices, the relaxation of monetary 
policy in the wake of the stock market crash of October 1987, the tight demand conditions in 1988-89, and in 1990 a 
substantial fiscal impulse. 

At the beginning of the last decade, the heritage of the 1970s called for a significant wage adjustment throughout the Community 
to reduce the rate of inflation and to improve the profitability of investment and the external competitive position. Although 
Member States tried to attain these aims in different ways, some general patterns are discernible : 

(i) All governments tried to set a credible macroeconomic framework within which the two sides of industry could exercise 
their autonomy. 

(ii) Most governments tried to influence wage-setting procedures directly. While safeguarding the autonomy of the two sides 
of industry in this area, many governments tried to obtain a deceleration of wages in line with the expected deceleration of 
price increases by some form of direct intervention rather than simply letting unemployment and a profit squeeze work 
their way through the wage-setting process. In some cases, the existing wage indexation procedures were partially or totally 
suspended. 

(iii ) Due to the closer integration of the European economies and to the greater degree of exchange rate stability, the awareness 
of the two sides of industry of the interaction between trends in labour costs, international competitiveness and employment 
grew throughout the Community. 

(iv ) Exchange rate poiicy played a substantial role in bringing about the necessary adjustment. Some countries supplemented 
their anti-inflationary strategies with a hard currency option. Other countries, more worried about external competitiveness, 
sought the necessary wage adjustment with either 'once-and-for-al/' exchange rate devaluations or more protracted 
depreciations. 

Despite the clear progress achieved, the overall degree of convergence in the Community at the end of the decade was still 
insufficient given the stated intention of Member States to move rapidly towards the final stages of economic and monetary 
union. Only two years remain for Member States to prepare themselves for the scheduled commencement of Stage II of EMU. 
In particular, the recent reversal of the wage moderation trend which has characterized most of the I980s requires significant 
changes in the policy stances in a number of Member States. 
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Study No 1 - Wage adjustment in the European Community: The experience of the 1980s 

1. Introduction 

The reduction in exchange rate variability which took place 
progressively during the 1980s within the Community and, 
more recently, the commitment to achieve full economic and 
monetary union have increased the importance of wage 
trends as an economic variable. The constraints that the 
gradual movement towards EMU impose on national mon
etary and fiscal policies imply that Member States' individual 
economic performances and the geographical distribution of 
activity within the Community will depend more than in the 
past on relative wage trends. In addition, wage trends will 
be a crucial variable in the achievement of the degree of 
nominal convergence necessary to a smooth transition to 
the final stage of EMU. 

During the 1960s wage developments in the Community 
were consistent with macroeconomic requirements. Wages 
per head increased substantially in both nominal and real 
terms (nominal wages increased on average in the 1961-69 
period by 8,7 % a year1 and real wages2 by 4,8 % a year; see 
Graph I), but this was justified by high productivity in
creases which resulted in modest increases in nominal unit 
labour costs. As a result, inflation was low, employment 
increased and unemployment remained low despite an in
crease in the labour force. 

Towards the end of the decade, wage increases started acce
lerating throughout the industrialized countries ('the world
wide wage explosion of 1969') due to the effects of the 
general loosening of economic policies. The oil-price shock 
of 1973, the failure of the authorities to prevent a general 
struggle over the redistribution of income and the second 
oil-price shock of 1979-80 led to a sharp acceleration of 
inflation and uncontrolled wage increases. Nominal wages 
per head in the Community increased much faster than in 
the previous decade: 14,2 % a year on average over the 
period 1970-79. However, given the simultaneous acceler
ation of inflation, real wages rose less than in the preceding 
period. At the same time productivity increases slowed down 
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Throughout this study the Community figures refer to the present 
Community of 12 Member States. 
Change in 'real wage' is used in this study to refer to the rate of increase 
in nominal wages deflated by the rate of increase in the deflator of 
private consumption, i.e. the rate of increase in the real value of wages 
to wage earners. Change in 'real unit Jabour costs', on the other hand, 
refers to the rate of increase in nominal unit labour costs deflated by 
the rate of increase of the deflator of GDP. This is a distribution measure 
which gives an indication of the direction in which profit margins 
and, capital productivity and other factors being equal, investment 
profitability move; increases in real unit labour costs imply a reduction 
in profit margins and real unit Jabour cost decreases imply an improve
ment in profit margins. 

so that nominal unit labour costs increased very rapidly by 
10,8 % a year on average and profit margins were strongly 
squeezed notwithstanding high inflation. In 1980, the Com
munity was experiencing a very high rate of inflation (13,6 %, 
deflator of private consumption), much reduced investment 
profitability (71,1 on an index where the period 1961-73 is 
put equal to 100; see Table I in Study 2), slow growth and 
rising unemployment. 

During the 1980s, the Community, like most industrialized 
countries, embarked on a determined effort to correct the 
disequilibria accumulated during the 1970s. This effort was 
remarkably successful. In some cases results were achieved 
which were better than those of the 1960s, in other cases 
more effort is still required. This study looks at the signifi
cant wage adjustment which took place during the 1980s 
and its contribution to the achievement of greater economic 
convergence. The experience of these years contains many 
important lessons for the years to come. The wage adjust
ment still necessary in some countries to facilitate the tran
sition to EMU is not easy to achieve, but it is often smaller 
than that achieved during the 1980s. Useful lessons can also 
be drawn from the less successful experiences. 

Nominal convergence in the Community progressed con
tinuously until 1987. As a consequence of the strong rate of 
growth and of a certain loosening of economic policy this 
progress came to a halt in 1988 and some setbacks, especially 
as far as the average rate of inflation is concerned, were 
registered in 1989 and 1990. It is difficult to identify the 
turning point: inflation reached its lowest level in 1987, 
nominal unit labour costs reached their lowest rate of in
crease in 1988 and nominal wages per head started to acceler
ate worryingly in 1990. However, the years 1989-90 stand 
out clearly as a period when nominal convergence fell short 
of expectations and of what was desirable to meet EMU 
requirements. 

It is useful to subdivide the period of progress towards 
convergence so as to distinguish : 

(i) the years 1980-85 when progress was essentially obtain
ed through an autonomous effort and against a de
pressed economic background with rapidly rising import 
prices; 

(ii) from the years 1986-88 when the Community benefited 
from an unexpected large improvement in its terms of 
trade and economic growth was picking up strongly; 
and 

(iii) from 1989-90, the years when results fell short of expec
tations. 
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Study No 1 - Wage adjustment in the European Community: The experience of the 1980s 

2. 1980-85 

Wage moderation and improved price and cost convergence 

Wage moderation and improved price and cost convergence 
were achieved despite a deterioration in the terms of trade 
and against a background of slow growth and rapidly rising 
unemployment. 

The principal reason for the remarkable results obtained 
during this period was the change in direction of economic 
policy which took place throughout the industrialized world 
in the wake of the second oil-price shock. Practically all 
governments recognized that any effort to achieve higher 
growth at the price of higher inflation was doomed to failure 
beyond the very short term. Broadly similar results in reduc
ing the rates of inflation were obtained in most industrialized 
countries. The Community's GDP deflator fell on average 
from 13 % per annum in 1980 to 6, I % in 1985 while in the 
United States of America the rate of inflation was reduced 
from 9,2 % in 1980 to 2,7 % in 1985. Japan, which had been 
more successful in averting imported inflation, reduced its 
rate over the same period from 3,8 % to 1,4 %. The EFT A 
countries reduced the average rate of increase in the deflator 
of GDP from 9,2% in 1981 to 4,6% in 1985. 

A tightening of economic policies ... 

Economic policy became very restrictive throughout the 
Community. Fiscal policy managed to prevent a significant 
deterioration of budget deficits which, given the diree;t im
pact of the extremely low economic growth rates on govern
ment revenues, implies that a significant amount of dis
cretionary tightening took place. Monetary policy was also 
tightened, partly for internal reasons and partly to follow a 
world-wide trend. Nominal interest rates reached, in 1981, 
the record level of 15,1 % (average for EUR 12) at both 
the short and long ends of the market and remained high 
throughout the period. In real terms the tightening was more 
progressive with real interest rates moving from near zero 
in 1980 to about 5 % in 1985 and remaining at that level 
throughout the remainder of the 1980s. 

... accompanied by a wide-ranging restructuring of the 
European economy 

This stabilization effort went hand in hand with a deep 
restructuring of European industry made necessary by the 
substantial change in the relative price of energy induced by 
the oil-price shocks and by the need to adapt to a new world 
production structure. The transitional costs of this two-
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pronged process, which laid the basis for the much improved 
economic performance to the end of the 1980s, were high : 
the average Community rate of growth over the six-year 
period 1980-85 was only 1,5 % and the rate of unemployment 
went up from 6,0 % of the active population in 1980 to 
10,8 % in 1985. 

Against this difficult economic background, tight economic 
policies and rising unemployment, wages adjusted rapidly 
thus preventing the fall in inflation from taking place at the 
expense of investment profitability. The increase in nominal 
unit labour costs fell from 13,9 % in 1980 to 5 % in 1985, 
averaging 8,6 % per annum over this period. The average 
increase in the GDP deflator was 9,3 % over the same period. 
As a result real unit labour costs fell by 4,4 % between 1980 
and 1985, thus leading to a recovery in gross unit profits. 

Economic growth was modest and notwithstanding a signifi
cant shedding of labour due to the resulting shake-out, 
productivity increases were small by the standards of pre
vious periods: 1, 7 % a year on average during the period 
1980-85 against 3 % during the 1970s and 4,6 % during the 
1960s. Thus, the rapid deceleration in nominal unit labour 
costs was obtained essentially through a sharp deceleration 
in the rate of increase in wages per head rather than through 
productivity increases. 

Nominal wages decelerated rapidly throughout this period. 
The rate of increase of nominal wages fell by eight percentage 
points (from 15,0 % in 1980 to 7 % in 1985), broadly in line 
with the deceleration of inflation (see Tables 1 and 2). Real 
wage increases remained positive but very small: 0, 7 % on 
average for the six-year period 1980-85 against 2, 7 % for the 
six years 1974-79 (3,8 % for the period 1970-79). 

The average rate of inflation in the Community was more 
than halved dropping from 13,6 % (deflator of private con
sumption) or 13,0 % ( deflator of GDP) in 1980 to about 
6 % in 1985 for both deflators. The success in reducing 
inflation was all the more remarkable since during the six
year period 1980-85, and especially during the first two 
years, import prices rose faster than domestically generated 
inflation: 11 % on average for the deflator of imports of 
goods and services and 9,3 % for the deflator of GDP (see 
Tables 2 and 7) . 

A common trend with small country differences 

The rapid reduction in the average rate of inflation in the 
Community was accompanied by similar reductions in the 
divergence amongst the individual inflation performances. 
The dispersion (unweighted average of the individual rates 
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Table 1 
Deflator of private consumption 

( Annual percentage change) 

B DK D GR E F IRL L NL p UK EC Dispersion Dispersion 
related to related to 
average1 stability 

(EC) standard2 

(EC) 

Average 1961-69 3,2 5,7 2,7 2,4 5,9 4,2 4,4 3,7 2,5 4,1 2,8 3,7 3,7 1,3 1,9 
Average 1970-79 6,7 10,0 5,1 11,3 14,1 9,1 13,3 13,1 6,2 7,2 15,4 12,3 10,0 3,4 8,2 

1979 3,9 10,4 4,0 16,5 16,5 10,9 14,9 14,5 5,0 4,3 25,2 13,7 10,9 5,2 9,4 
1980 6,4 10,7 5,8 21,9 16,5 13,5 18,6 20,4 7,5 6,9 21,6 16,3 13,6 5,4 11,6 
1981 8,7 12,0 6,0 22,7 14,3 13,4 19,6 18,2 8,6 5,8 20,2 11,2 12,1 4,7 11,2 
1982 7,8 10,2 4,7 20,7 14,5 11,8 14,9 16,9 10,6 5,5 20,3 8,7 10,7 4,3 10,0 
1983 7,2 6,8 3,2 18,1 12,3 9,7 9,2 15,1 8,3 2,9 25,8 4,8 8,6 4,8 8,1 
1984 5,7 6,4 2,5 17,9 11,0 7,9 7,3 11,9 6,5 2,2 28,5 5,0 7,3 4,7 7,2 
1985 6,0 4,3 2,1 18,3 8,2 6,0 5,0 9,0 4,3 2,2 19,4 5,4 6,0 3,6 5,3 

Average 1981-82 8,2 11,1 5,3 21,7 14,4 12,6 17,2 17,5 9,6 5,6 20,2 9,9 11,4 4,5 10,6 
Average 1980-85 6,9 8,4 4,0 19,9 12,8 10,3 12,3 15,2 7,6 4,2 22,6 8,5 9,7 4,6 8,9 

1986 0,5 2,9 -0,2 22,1 8,6 2,9 4,3 5,7 1,1 0,2 13,8 4,4 3,8 4,3 4,5 
1987 2,0 4,6 0,8 15,5 5,7 3,3 3,2 4,9 1,6 -0,9 10,0 4,3 3,6 2,9 3,3 
1988 1,6 4,9 1,3 14,2 5,1 2,9 2,5 5,2 2,8 0,4 10,0 4,9 3,7 2,7 3,0 
1989 3,5 5,1 3,1 14,7 6,6 3,5 3,9 5,8 3,4 2,9 12,8 5,9 4,9 2,6 3,7 
1990 3,5 2,5 2,6 20,2 6,4 2,9 2,6 6,2 4,2 2,5 13,6 8,4 5,2 3,7 4,1 

Average 1986-88 1,4 4,1 0,6 17,3 6,4 3,0 3,3 5,2 1,8 -0,1 11,3 4,5 3,7 3,3 3,6 
Average 1989-90 3,5 3,8 2,8 17,4 6,5 3,2 3,2 6,0 3,8 2,7 13,2 7,2 5,1 3,1 3,9 

I Unweighted mean of the absolute deviation from the weighted mean. 
2 Unweighted mean of the absolute deviation from the stability standard (defined as the average of EUR 7 over the period 1986-90); 

(EUR 7 = initial narrow-band countries; i.e. B, DK, 0, F, IRL, L, NL). 

Table 2 
GDP deflator 

( AMual percentage change) 

B DK D GR E F IRL L NL p UK EC Dispersion Dispersion 
related to related to 
average1 stability 

(EC) standard2 

(EC) 

Average 1961-69 3,3 6,2 3,3 3,1 6,3 4,3 5,0 4,3 2,9 5,1 2,9 3,8 4,1 1,5 1,9 
Average 1970-79 7,2 9,7 5,6 12,3 14,5 9,3 13,3 13,5 7,1 7,7 14,3 12,8 10,4 3,8 7,9 

1979 4,5 7,6 4,0 18,6 17,1 10,2 13,7 15,3 6,4 3,9 19,4 14,4 10,9 5,2 8,3 
1980 3,8 8,2 4,8 17,7 14,2 11,6 14,7 20,0 7,9 5,7 20,9 19,5 13,0 5,4 9,5 
1981 4,7 10,1 4,0 19,8 12,0 11,4 17,4 18,6 7,2 5,5 17,6 11,4 10,9 4,6 8,7 
1982 7,1 10,6 4,4 25,1 13,8 12,0 15,2 17,1 10,8 6,1 20,7 7,6 10,6 4,8 9,6 
1983 5,6 7,6 3,3 19,1 11,6 9,6 10,7 14,9 6,8 1,9 24,6 5,2 8,5 5,0 7,3 
1984 5,2 5,7 2,0 20,3 10,9 7,3 6,4 11,4 4,4 1,9 24,7 · 4,6 6,8 4,9 6,2 
1985 6,1 4,3 2,2 17,7 8,5 5,8 5,2 8,9 3,0 1,8 21,7 5,7 6,1 3,9 5,0 

Average 1981-82 5,9 10,3 4,2 22,4 12,9 11,7 16,3 17,8 9,0 5,8 19,1 9,5 10,7 4,7 9,2 
Average 1980-85 5,4 7,7 3,4 19,9 11,8 9,6 11,5 15,1 6,7 3,8 21,7 8,9 9,3 4,8 7,7 

1986 3,7 4,6 3,1 17,4 11,1 5,3 6,3 7,7 4,4 0,5 20,5 3,6 5,6 4,1 4,8 
1987 2,3 4,7 2,0 13,8 5,9 2,9 2,5 5,9 -0,2 -0,4 11,2 5,0 4,1 3,1 3,1 
1988 1,7 4,5 1,6 15,7 5,6 3,3 3,2 6,2 2,0 1,7 11,6 6,7 4,6 3,1 3,2 
1989 4,6 4,3 2,6 14,0 6,9 3,6 5,1 6,3 5,1 1,5 12,8 6,9 5,1 2,5 3,5 
1990 3,0 2,3 3,4 18,2 7,3 2,7 1,6 7,5 2,9 2,8 15,0 8,4 5,7 4,0 3,8 

Average 1986-88 2,6 4,6 2,2 15,7 7,5 3,8 4,0 6,6 2,0 0,6 14,4 5,1 4,8 3,4 3,7 
Average 1989-90 3,8 3,3 3,0 16,1 7,1 3,2 3,4 6,9 4,0 2,2 13,9 7,6 5,4 3,3 3,7 

I Unweightcd mean of the absolute deviation from the weighted mean. 
2 Unweighted mean of the absolute deviation from the stability standard (defined as the average of EUR 7 over the period 1986-90); 

(EUR 7 = initial narrow-band countries; i.e. B, DK, D, F, IRL, L, NL). 
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relative to the reference value) relative to the average rate 
of inflation fell from 5,4 in 1980 to 3,6 in 1985 (see Table 1) 
while that relative to the so-called 'stability standard' 1 fell 
from 11,6 to 5,3. The dispersion in the rates of increase of 
nominal unit labour costs was also similarly reduced (see 
Table 5). 

Inflation and nominal per capita wage increase came down 
in an almost uninterrupted trend since 1980 in most of 
the Community. Portugal and Greece constitute the only 
exceptions to this general trend since in 1985 inflation and 
nominal wages were still rising as fast as in 1980 in the 
former and actually faster than in 1980 in the latter. Indeed, 
whereas in 1980 the rate of increase of the deflator of GDP 
in these countries was about one and a half to twice the 
Community average, in 1985 it was almost three to four 
times the much reduced Community average. Yet their rates 
of economic growth coincided almost exactly with the Com
munity average (1,4% a year for Greece, 1,5% a year for 
Portugal and the Community). Over the period 1980-85, the 
best results in reducing inflation were obtained by Germany, 
the Netherlands and Luxembourg, on the one hand, and by 
Ireland and the United Kingdom, on the other. Italy, France, 
Denmark and Spain also obtained significant reductions, 
while in Belgium the full effects of the policies implemented 
were felt somewhat later. 

At the beginning of the 1980s, almost all Member States 
embarked on broadly similar stabilization programmes. 
Given that the poor state of the Community economy was 
largely due to an external shock, this hardly appears surpris
ing. Yet, in the aftermath of the first oil-price shock the 
reactions had been widely divergent. Indeed, the experience 
of the second half of the 1970s largely explains the greater 
convergence in the orientation of economic policies which 
emerged at the beginning of the 1980s. 

Whatever the extent of agreement on the general thrust of 
economic policy, the Member States were confronted by 
different degrees of severity in their macroeconomic imbal
ances and their reactions were determined by different insti
tutional and political arrangements. All countries tried to 
reduce the rate of inflation while maintaining, or improving, 
their external competitive position and restoring investment 
profitability which had deteriorated everywhere. While most 
of them managed to reduce the rate of inflation and obtain 
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The average inflation performance of the participants in the ERM 
narrow band during the period 1986-90: 2,2 %, deflator of private 
consumption. Any inflation 'standard', including the proposed one, is 
largely arbitrary and open to criticism. The value used here presents the 
advantage of representing the actual five-year performance, during a 
period of satisfactory growth, of a representative group of industrial 
countries. 

a significant degree of wage adjustment, the results achieved 
were significantly different. The following paragraphs com
ment briefly on the results obtained country by country and 
highlight the main features of the policies followed. 

2.1. Germany and the Netherlands 

Germany and the Netherlands which were in 1980, together 
with Belgium and Luxembourg, already among the lowest 
inflation performers, adjusted more rapidly and effectively 
than elsewhere. The rate of increase in nominal wages de
celerated rapidly from the beginning of the period and actu
ally faster than the rate of inflation. Real wages per head had 
already decreased substantially in 1980-81 in the Netherlands 
and in 1981-82 in Germany. 

The reduction in the rates of inflation was helped by the 
substantial appreciation of the German and Dutch cur
rencies vis-a-vis those of the other Community partners 
throughout the period 1980-85. This resulted in average 
increases in the detlator of imported goods and services that 
were half the Community average. The hard currency option 
followed by the authorities reinforced the credibility of their 
anti-inflationary commitment and helped obtain further sub
stantial decelerations of nominal wages with the result that 
nominal unit labour costs increased on average during the 
period 1980-85 by 2,8 % a year in Germany and only 1,6 % 
a year in the Netherlands. This remarkable labour cost 
performance more than offset the negative effects of the 
appreciation of the currencies on the external competi
tiveness of the two countries which actually improved sub
stantially between 1980 and 1985 both vis-a-vis their Com
munity partners and vis-a-vis the most important industrial 
countries. 

The remarkable wage adjustment which took place in these 
two countries resulted also in substantial reductions in real 
unit labour costs which fell over the period 1980-85 by 0, 7 % 
a year on average in Germany and as much as 2, I % in the 
Netherlands, the largest reduction in the Community. The 
resulting increase in the gross rate of profit per unit of output 
helped improve substantially the profitability of investment 
in both countries (see Table 2 in Study 2). 

2.2. Belgium and Denmark 

Belgium and Denmark, given their close integration with 
Germany and the Netherlands and their longstanding mon
etary cooperation dating back to 1972 (creation of the 
'Snake'), might have been expected to follow the course 
outlined above. Their competitive positions, however, had 



deteriorated strongly. during the 1970s as a result of failure 
to contain internal costs in the presence ·of an exchange rate 
constraint and both countries were facing serious current 
account disequilibria. As a result, the authorities chose to 
complement the tight macroeconomic policy stance with 
substantial depreciations vis-a-vis their ERM partners. In 
the Belgian case this turned out to be a 'once-and-for-all' 
depreciation of 8,5 % at the beginning of 1982. However, in 
the case of Denmark, the process was more protracted with 
the Danish krone being devalued twice in the course of 1979. 

This choice prevented decelerations in the rate of inflation 
as rapid as those recorded in Germany and the Netherlands 
while leading, none the less, to a substantial slowing down 
of wage increases. The rate of increase in nominal wages 
was cut by half and the pace of the deceleration was such 
that over the period 1980-85 real wages per head not only 
failed to increase but even declined by 0,1 % a year on 
average in both countries. In 1984-85, nominal unit labour 
costs were increasing by just over 4 % a year in Belgium and 
by less than 3 % a year in Denmark. Real unit labour costs 
declined substantially in both countries over the period 1980-
85: - 0,6 % a year on average in Belgium and - I, I % a 
year in Denmark. 

The success in moderating wage increases in these two 
countries owes much to direct government intervention in 
wage-setting procedures. In February 1981, the Belgian 
government succeeded in obtaining a collective agreement 
covering all sectors of the private economy and introducing 
a substantial degree of wage moderation. In February 1982 
the wage indexation mechanism was temporarily suspended. 
A similar measure was taken in Denmark. But while in 
Belgium, the indexation mechanisms were eventually al
lowed to resume, in Denmark they were definitively suppres
sed in 1986. 

Thanks in large part to the size of the wage adjustment, the 
profitability of the capital stock increased in both countries 
(see Table 2 in Study 2). The success in moderating the rate 
of increase in labour costs while the currencies were devalued 
resulted also in a significant improvement in the competitive 
position of both countries. Thanks also to the depressed 
level of internal demand Belgium managed to eliminate, by 
1985, its current account deficit, while in Denmark the strong 
growth of 1984-85 considerably delayed the achievement of 
this target. 

2.3. France and Italy 

In 1980, inflation in France and Italy was substantially 
different: France had an inflation rate (13,5%, deflator of 

1980-85 

private consumption) close to the Community average, while 
Italy was experiencing one of the highest rates of increase in 
the Community (about 20 %). These two countries, however, 
present the similarity that notwithstanding a certain delay 
compared to their Community partners in commencing a 
strong anti-inflationary drive, good results were achieved by 
the mid-1980s. 

The case of France is particularly interesting for the sharp
ness of the policy change. Until 1982-83, the country experi
enced little or no deceleration in the rates of increase in 
nominal wages, nominal unit labour costs or of consumer 
and producer prices. In 1982, real wages per head increased 
by 2 % whereas they were declining throughout most of the 
Community. The exchange rate depreciation accommodated 
partially the inflation differentials with the rest of the Com
munity. 

In late 1982 and in the course of 1983, the country changed 
the orientation of its economic policy with spectacular re
sults. Wages and prices were frozen for some months and 
after the realignment of March 1983 the depreciation of the 
currency was practically halted. The fast growing credibility 
of the government's anti-inflationary commitment, sup
ported by the pursuit of appropriate monetary policies, 
resulted in wage negotiations taking as a reference, the 
government inflation targets instead of past results. Accord
ingly, increases in nominal wages and nominal unit labour 
costs were almost halved between 1982 and 1984. By 1985, 
the gap vis-a-vis the Community average inflation rate, which 
had appeared in the period 1981-83, had been reabsorbed. 
In the years 1984 and 1985, real unit labour costs fell substan
tially, making up for the ground lost initially. Profitability 
of investment, which continued to deteriorate in 1980 and 
1981 started to recover and in 1985 reached a level slightly 
higher than that of 1980 (see Table 2 in Study 2). 

The cyclical position of Italy in the early 1980s was different 
to that of the rest of the Community. Growth was still 
very strong in 1980 and nominal wage increases went on 
accelerating until 1981. The tightening of economic policy 
also took place somewhat late and real interest rates only 
reached levels comparable with the Community average in 
1983. Notwithstanding substantial realignments, Italy's real 
effective exchange rate index vis-a-vis its Community part
ners was, in 1985, more than 20 % above its 1979 level. 
Exchange rate policy as a result only partially accommo
dated inflation differentials and played a substantial anti
inflationary role. 

A deteriorating macroeconomic situation, a tighter econ
omic policy stance and a partially accommodating exchange 
rate policy brought about substantial progress in reducing 
the rate of increase in nominal wages. Thanks also to a 
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temporary government-induced partial restnct10n of the 
wage indexation scheme and to higher productivity increases, 
nominal unit labour cost increases fell from 21 ,4 % in 1981 
to 8,2 % in 1985. In contrast to the experience of other 
countries, the deceleration of nominal wages was brought 
about more by external constraints than as a result of a 
change in wage-setting behaviour. As a result, real unit 
labour costs declined only modestly over the period 1980-
85 and the resulting improved gross profitability was insuf
ficient to offset the decrease in capital productivity which 
took place during these years. Therefore, Italy was one of 
the few countries where the profitability of the capital stock 
declined between 1980 and 1985. 

2.4. Spain 

Spain stands out for the consistency of its wage adjustment 
effort which continued at a brisk pace throughout the first 
half of the decade. The rate of increase in nominal wages 
was reduced from 19 % in 1979 to 9,4 % in 1985. Real wages 
increased only modestly, 0,4 % a year on average during the 
1980-85 period. Productivity rose by a very high 3,2 % a 
year on average which led to a substantial decrease in real 
unit labour costs throughout this period. Accordingly, Spain 
found itself in a very favourable position to exploit accession 
to the Community in 1986 : the current account was showing 

Table 3 

Nominal compensation per employee 

B DK D GR E 

Average 1961-69 7,6 10,5 7,8 9,8 14,6 
Average 1970-79 11 ,9 11 ,6 9,0 17,6 19,6 

1979 5,5 9,4 5,4 23,4 19,0 
1980 9,6 10,0 6,6 16,1 17,3 
1981 6,3 9,2 4,5 21,5 15,3 
1982 7,8 11 ,9 3,4 27,7 13,7 
1983 6,3 8,2 3,4 21,4 13,8 
1984 6,5 5,5 3,3 20,7 10,0 
1985 4,6 4,7 3,0 23,4 9,4 

Average 1981-82 7,1 10,6 4,0 24,6 14,5 
Average 1980-85 6,8 8,2 4,0 21 ,8 13,2 

1986 4,6 4,4 3,5 12,5 9,5 
1987 2,1 7,9 3,0 9,8 6,7 
1988 2,4 3,9 3,0 18,8 6,2 
1989 3,6 3,3 2,8 18,1 6,1 
1990 6,4 3,5 4,2 20,2 7,7 

Average 1986-88 3,0 5,4 3,2 13,6 7,4 
Average 1989-90 5,0 3,4 3,5 19,2 6,9 
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a surplus and investment profitability had very much im
proved. The subsequent investment boom which Spain was 
to experience (a real increase of more than 60 % over the four 
years 1986-89) occurred against this favourable background. 

Crucial to the success of this remarkable wage adjustment 
was the tripartite social dialogue which worked very effec
tively until 1986. The government either took part in the 
signing of various national wage agreements or encouraged 
them indirectly. The indexation schemes still existing were 
suspended or based on the expected rate of inflation. Fiscal 
policy and reductions in social security contributions were 
used as instruments to encourage wage moderation. 

2.5. Ireland and the United Kingdom 

During the first half of the decade, Ireland and the United 
Kingdom obtained the most spectacular results in terms of 
the reduction in the rates of inflation : in Ireland the increase 
in the deflator of private consumption was reduced from 
18,6 % in 1980 to 5 % in 1985 and in the United Kingdom 
from 16,3 % in 1980 to 4,8 % in 1983. These results were, 
however, obtained by different macroeconomic policies. 

At the beginning of the 1980s the government of Ireland 
embarked on an ambitious stabilization programme aimed 

( AMual percentage change) 

F IRL L NL p UK EC 

9,4 9,1 10,2 5,8 10,4 8,3 6,4 8,7 
13,3 18,1 17,8 11,2 11,5 22,4 15,4 14,2 

13,0 18,9 19,9 6,7 6,0 20,0 15,3 13,0 
15,3 21 ,1 21,4 9,0 5,5 25,6 19,7 15,0 
14,3 18,1 22,6 8,5 3,5 21 ,0 14,0 13,0 
14,1 14,2 16,2 6,9 5,8 21 ,6 8,5 10,9 
10,1 12,8 16,0 6,9 3,2 21 ,8 8,8 9,7 
8,2 10,7 11,8 7,1 0,2 21 ,2 5,6 7,5 
6,6 7,8 10,1 3,5 1,4 22,5 7,3 7,0 

14,2 16,I 19,3 7,7 4,6 21 ,3 11,2 11 ,9 
11,4 14,0 16,3 7,0 3,2 22,3 10,5 10,5 

4,6 4,7 7,5 5,2 1,6 21 ,6 8,4 6,4 
3,6 5,6 8,4 3,9 1,5 17,9 7,4 5,6 
4,1 5,5 9,3 3,3 1,5 13,4 7,9 5,9 
4,8 6,2 9,0 6,5 0,5 13,8 8,9 6,1 
4,9 8,6 10,4 5,2 3,6 17,8 11,3 7,6 

4,1 5,3 8,4 4,1 1,5 17,6 7,9 6,0 
4,8 7,4 9,7 5,8 2,1 15,8 10,! 6,8 



1980-85 

Table 4 

Real compensation per employee (deflated by private consumption deflator) 
( Annual percentage change) 

B DK D GR E F IRL L NL p UK EC 

Average 1961-69 4,3 4,6 4,9 7,2 8,3 5,0 4,5 6,3 3,2 6,1 5,4 2,6 4,8 
Average 1970-79 4,9 1,5 3,8 5,7 4,8 3,8 4,2 4,2 4,7 4,0 6,1 2,8 3,8 

1979 1,6 -0,9 1,4 5,9 2,1 1,9 3,5 4,7 1,6 1,6 -4,1 1,5 2,0 
1980 3,0 -0,6 0,7 -4,7 0,6 1,6 2,1 0,8 1,4 -1,3 3,3 3,0 1,2 
1981 -2,2 -2,5 -1,4 -1,0 0,8 0,9 -1,3 3,7 -0,1 -2,2 0,7 2,5 0,8 
1982 0,0 1,5 -1,2 5,8 -0,7 2,0 -0,6 -0,6 -3,3 0,2 1,1 -0,2 0,1 
1983 -0,8 1,3 0,2 2,8 1,3 0,4 3,2 0,8 -1,2 0,2 -3,2 3,8 1,1 
1984 0,8 -0,8 0,9 2,4 -0,9 0,4 3,2 -0,1 0,5 -1,9 -5,6 0,6 0,2 
1985 -1,3 0,4 0,9 4,3 1,1 0,6 2,7 1,0 -0,7 -0,8 2,6 1,8 1,0 

Average 1981-82 -1,I -0,5 -1,3 2,4 0,1 1,4 -0,9 1,5 -1,7 -1,0 0,9 1,2 0,4 
Average 1980-85 -0,I -0,I 0,0 1,5 0,4 1,0 1,5 0,9 -0,6 -1,0 -0,3 1,9 0,7 

1986 4,0 1,5 3,7 -7,9 0,8 1,7 0,3 1,8 4,0 1,4 6,8 3,8 2,5 
1987 0,1 3,1 2,2 -5,0 0,9 0,3 2,4 3,3 2,3 2,4 7,2 3,0 2,0 
1988 0,8 -0,9 1,7 4,0 1,1 1,1 2,9 4,0 0,5 1,1 3,1 2,9 2,1 
1989 0,1 -1,6 -0,2 2,9 -0,5 1,2 2,2 3,0 3,0 -2,4 0,8 2,8 1,1 
1990 2,8 1,0 1,5 0,0 1,2 1,9 5,9 3,9 1,0 1,1 3,7 2,7 2,3 

Average 1986-88 1,6 1,2 2,6 -3,1 0,9 1,0 1,9 3,0 2,3 1,6 5,7 3,2 2,2 
Average 1989-90 1,4 -0,3 0,7 1,5 0,3 1,5 4,0 3,4 2,0 -0,6 2,3 2,7 1,7 

Table 5 

Nominal unit labour costs 
( Annual percentage change) 

B DK D GR E F IRL L NL p UK EC Dispersion Dispersion 
related to related to 
average 1 stability 

(EC) standard2 

(EC) 

Average 1961-69 3,4 6,7 3,3 1,2 7,1 4,2 4,6 3,7 2,4 6,4 1,8 3,7 3,9 2,4 3,1 
Average 1970-79 8,5 9,7 5,9 12,3 14,9 10,0 13,6 14,3 9,7 8,1 16,8 12,9 10,8 3,9 9,8 

1979 4,6 7,0 2,9 19,7 17,1 9,6 19,0 14,8 4,8 4,8 16,0 13,8 10,3 5,6 9,4 
1980 5,0 10,0 6,8 15,6 12,3 13,8 18,6 18,8 8,9 5,3 19,7 22,1 13,9 5,0 11 ,3 
1981 5,3 8,8 4,2 27,4 12,6 12,3 13,3 21,4 9,4 2,6 20,3 11,0 11 ,6 5,5 10,6 
1982 4,8 9,1 2,8 26,2 11 ,3 11,7 11 ,9 16,4 5,5 4,6 16,8 4,8 9,1 5,2 8,7 
1983 4,8 5,8 0,5 22,2 11,2 8,8 10,7 15,5 3,5 -0,2 20,6 3,6 7,3 5,9 7,7 
1984 4,1 2,8 0,7 17,9 5,5 5,7 4,1 8,9 1,5 -2,9 21,7 5,4 5,1 4,5 5,5 
1985 4,3 2,9 1,7 20,7 5,6 4,4 2,6 8,2 2,0 0,4 19,1 4,9 5,0 4,2 4,8 

Average 1981-82 5,1 8,9 3,5 26,8 11 ,9 12,0 12,6 18,9 7,4 3,6 18,5 7,8 10,3 5,4 9,6 
Average 1980-85 4,7 6,5 2,8 21 ,6 9,7 9,4 10,1 14,8 5,1 1,6 19,7 8,4 8,6 5,1 8,1 

1986 3,8 3,3 2,5 11,3 7,6 2,2 5,4 5,7 3,5 1,6 13,6 4,3 4,3 2,6 3,6 
1987 0,3 8,5 2,1 10,2 5,6 1,9 1,9 5,6 3,2 2,1 12,6 4,4 3,8 3,0 3,3 
1988 -0,6 3,3 0,1 15,9 4,5 1,2 1,9 6,0 0,9 0,2 9,1 6,5 3,4 3,5 3,5 
1989 1,4 1,5 0,9 15,3 4,8 2,2 0,2 5,9 4,5 -1,8 9,1 9,6 4,3 3,7 3,8 
1990 3,6 1,0 2,3 20,8 6,6 3,2 4,1 9,3 7,1 1,8 14,5 10,8 6,2 4,6 5,5 

Average 1986-88 1,1 5,0 1,6 12,5 5,9 1,8 3,1 5,8 2,5 1,3 11 ,8 5,1 3,8 3,0 3,5 
Average 1989-90 2,5 1,3 1,6 18,0 5,7 2,7 2,1 7,6 5,8 0,0 11,8 10,2 5,2 4,1 4,7 

Unwcighted mean of the absolute deviation from the weighted mean. 
Unwcighted mean of the absolute deviation from the stability standard (defined as the average of EUR 7 over the period 1986-90); 
(EUR 7 = initial narrow-band countries; i.e. B, DK, D, F, IRL, L, NL). 
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at reducing the rate .of inflation and curbing the extremely 
high current account deficit. This programme strongly em
phasized the importance of wage moderation to economic 
progress and succeeded in convincing both sides of industry 
accordingly. 1 As in most other countries experiencing high 
rates of inflation, the programme involved a generalized 
tightening of monetary and budgetary policy and an ex
change rate policy which accommodated inflation differen
tials to a very small extent thus resulting in a significant real 
appreciation of the currency. The Irish case, however, was 
different from that of many other Community countries in 
that the high level of investment which had taken place in 
the second half of the 1970s, and which was partly respon
sible for the high trade deficit, started paying dividends 
through a strong increase in exports of manufactured goods. 
As a result, the Irish stabilization programme took place 
against a background of continued export-led growth: 2,5 % 
a year on average during the six-year period 1980-85 against 
1,5 % a year for the Community as a whole. Nevertheless, 
this restructuring involved a high employment cost: between 
1980 and 1985 employment fell by more than 6 % and 
unemployment rose from 8 % in 1980 to 18,2 % in 1985 
despite the resumption of large-scale emigration in 1983. 

The rise in nominal wages was reduced by more than half 
between 1980 and 1985 and, thanks to large productivity 
advances, the increase in nominal unit labour costs was cut 
dramatically from 18,6 % in 1980 to 2,6 % in 1985. By 
1985, consumer price inflation was, at 5 %, well below the 
Community average. The gains in productivity were so large 
that they allowed both a substantial increase in real wages 
per head (1,5 % a year on average) and a very significant 
improvement in investment profitability thanks to a large 
reduction in real unit labour costs ( - 1,3 % a year on average 
over the 1980-85 period). In spite of the real appreciation of 
the currency, the current account deficit was cut from 13,4 % 
of GDP in 1979 to 4% of GDP in 1985. 

In 1980, the United Kingdom had a rate of inflation slightly 
lower than the Irish one, and, thanks also to its position as 
a net oil exporter, it was experiencing a small current account 
surplus. The stabilization programme initiated in 1979 relied 
essentially on a tightening of macroeconomic policy, es
pecially monetary policy, and no direct attempt was made 
to intervene in the wage-setting process. This programme 
led to a sharp appreciation of the currency (more than 20 % 
between 1979 and 1981 vis-a-vis its Community partners in 
effective terms) which contributed strongly to the reduction 
in consumer price inflation. However it also imparted a 
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While Ireland reverted to free collective bargaining in 1981, the im
portant contribution of wage moderation to competitiveness continued 
to have a major influence on pay settlements. 

severe jolt to the economy which moved into a deep recession 
in 1980-81. Over the period 1980-85, the average rate of 
growth of the United Kingdom was slightly below that of 
the rest of the Community. The industrial sector felt the full 
brunt of increased competition and embarked on large-scale 
restructuring which resulted in strong productivity increases 
and a correspondingly large shedding of labour. Employ
ment declined by almost 4 % between 1980 and 1985 and 
the unemployment rate went up from 4,6 % in 1979 to 
11,4% in 1985. 

Nominal wages decelerated sharply under the pressure of 
the deteriorating economic situation and the rapidly falling 
consumer price inflation brought about by the appreciation 
of the currency. The United Kingdom and Ireland were the 
only Member States where over the period 1980-85 the 
deflator of imports of goods and services rose less than the 
deflator of private consumption. In the case of the United 
Kingdom, the improvement in the terms of trade resulting 
from its position as a net energy exporter allowed for faster 
increases in the deflator of GDP than those of the deflator 
of private consumption (8,9% and 8,5% a year on average 
respectively over the period 1980-85). Therefore, notwith
standing the rapid real wage growth (1,9% a year on average 
over the period 1980-85, the highest increase in the Com
munity) average real unit labour costs could decrease slightly 
during the first half of the 1980s. 2 

2.6. Greece and Portugal 

In the first half of the decade, Greece and Portugal failed 
to reduce their rates of inflation with however, significant 
differences in performance. Although between 1980 and 
1985, nominal compensation of employees grew, on average, 
at similar rates in both countries (21,8% a year in Greece 
and 22,3% in Portugal), productivity increases were very 
different (GDP per person employed rose in Portugal by 
2,2% a year on average against only 0,1 % in Greece). As a 
result, nominal unit labour costs rose faster in Greece 
(21,6%) than in Portugal (19,7%). Both countries allowed 
their currencies to depreciate strongly against those of their 
Community partners: I 0% a year on average over the 
period 1980-85 in the case of Portugal and 11 % for Greece. 
However, Portugal, notwithstanding the failure to reduce 
the rate of inflation, managed to achieve a substantial real 
wage adjustment with real wages decreasing by 0,3% a year 
on average during the period 1980-85 while in Greece they 
increased by 1,5% a year. Therefore, notwithstanding the 

These composite figures hide substantial differences in the oil and non
oil sectors of the economy. 
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slightly stronger depreciation of its currency, the competitive 
position of Greece deteriorated while that of Portugal im
proved. The same was true for profitability with a substantial 
decrease in Portuguese real unit labour costs ( - 1,6% a year 
on average) contrasting with significant increases in Greece 
(1,4% a year). 

These opposing trends in competitive positions and in the 
contribution of wages to the improvement of investment 
profitability resulted in very different macroeconomic per
formances. While the overall rates of growth were very 
similar, the current account of Greece moved from equilib
rium in 1980 to a deficit equivalent to more than 8 percentage 
points of GDP in 1985, whereas Portugal moved from a 
deficit of almost 6 percentage points of GDP to equilibrium. 
Furthermore, while the negative impact of the slowdown on 
investment in both countries was much stronger than in the 
rest of the Community, investment during the period 1980-
85 declined less in Portugal than in Greece and in the two 
subsequent years it continued to decline in Greece, but 
increased very strongly in Portugal. 

3. 1986-88 

Further spectacular reductions in inflation rates under the 
favourable impact of sharply declining import prices; 
emergence of the initial narrow-band countries1 as a homo
geneous group 

In 1986, the substantial reduction in the price of oil, ampli
fied by the decline of the US dollar, gave the convergence 
process an unexpected powerful boost. Import prices fell by 
more than 10 percentage points in 1986 and remained 
broadly stable in 1987-88. Economic policy remained cau
tious until the end of 1987 when monetary policy was relaxed 
to counter the expected adverse effects of the stock-market 
crash of October 1987. Growth remained modest in 1986 
and in the first half of 1987. Subsequently it picked up 
vigorously and in 1988 the Community experienced its 
strongest growth since 1976 (4%). 

Nominal wages decelerated further in 1986, to just over 6% 
for the Community as a whole, and continued to increase 
at about the same rate until 1989. Nevertheless, growth in 
real wages was substantial, especially in 1986, partly as a 
result of the unanticipated deceleration in the rate of in
flation. Productivity improved somewhat and nominal unit 
labour costs decelerated continuously reaching their lowest 

These countries are: B, DK, D, F, IRL, L, NL. 

1986-88 

increase in 1988 (3,4%). The average annual increase of 
consumer prices in the three years 1986-88, 3,7%, was lower 
than that recorded during the 1960s. The GDP deflator rose 
somewhat more (4,8% a year on average). Due to the large 
improvement in the terms of trade during these years high 
real wage increases coexisted with continuously falling real 
unit Jabour costs. There was growing convergence (see 
Tables I, 2 and 5) between Member States. 

Three important features characterized these years: the 
emergence of the ERM narrow-band members as an increas
ingly homogeneous group, the unexpected degree of ex
change rate stability throughout the Community and the 
emergence of a public debt dilemma due to disinflation. 

(i) During these years, the price convergence performance 
of the countries whose currencies respected the narrow 
band of fluctuation of the ERM improved considerably. 
The average rate of inflation in these countries became 
very low, between I and 2%. In Germany in 1986 and 
in the Netherlands in 1987 private consumption prices 
even fell slightly. The GDP deflator for this group of 
countries was just above 2% in 1987 and 1988, and in 
1988 the rate of increase in nominal unit labour costs 
was just 0,6%. The dispersion of the individual 
countries' rates also became very low (see Table 2). 

(ii) The EMS experienced its last two general realignments 
in April 1986 and January 1987 and the currencies 
outside the ERM fluctuated Jess. Indeed, the successful 
'shadowing' of the ERM in these years laid the basis for 
the institutional changes of 1989-90 : full participation 
of the pound sterling and the peseta in the system and 
the entry of the lira to the narrow band. Building on 
the much improved convergence performance and newly 
found exchange rate stability, the Community initiated 
the EMU process in 1988 at the European Council in 
Hanover. 

(iii) For the countries with continuing large budget deficits, 
the sharpieduction in inflation brought about a relative 
debt explosion. The reduction in the rate of inflation 
implied a sharp deceleration in the rate of increase of 
nominal GDP while large amounts of public debt were 
continuing to be added to the stock of national debt. 
As a result the public debt/GDP ratio increased sharply 
in all countries except Denmark, Luxembourg and the 
United Kingdom which had managed to reduce signifi
cantly their budget deficits or were even running sur
pluses. The increase was particularly strong in Belgium 
(from 120% of GDP in 1985 to 131 % in 1987), Ireland 
(from 105% in 1984 to 122% in 1987) and Italy (from 
70% in 1983 to 91 % in 1987) where the public deficits 
were large and the deceleration of inflation sharp. 
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While economic developments throughout the Community 
during these years were very much synchronized, some indi
vidual country developments still stand out. A spectacular 
fall from 6 to only 0,5% in the deflater of private consump
tion took place in Belgium between 1985 and 1986. This 
was due to the combination of various factors: a partial 
suspension of the wage indexation schemes in 1985, the 
decision by the government not to compensate for the decline 
in the price of oil with tax increases and the effects of the 
existing wage indexation system which rapidly translated 
the deceleration of consumer prices into decelerating wage 
increases. In 1987, the Irish Government negotiated with the 
two sides of industry the 'Programme for national recovery'. 
One central element of this programme was moderate wage 
increases (2,5% a year) aimed at defending the international 
competitive position of the country and creating conditions 
conducive to economic growth. Denmark, on the other hand, 
was experiencing a different cyclical development. Economic 
growth had been strong in 1984-86 and unemployment had 
come down substantially, from 9,3% of the active population 
in 1983 to 5,6% in 1986. As a result, wage increases acceler
ated strongly, reaching almost 8% in 1987, and inflation 
failed to fall as in the other European countries. 

In Italy, wages decelerated further in 1986 due to a reduction 
in the coverage of the wage indexation scheme1 which none 

The coverage of the indexation was limited to about 50% of wages. 

Table 6 

Real unit labour costs 

B DK D GR E 

Average 1961-69 0,1 0,5 0,0 -1,8 0,7 
Average 1970-79 1,2 0,0 0,3 0,0 0,4 

1979 0,1 -0,6 -1,1 0,9 0,0 
1980 1,2 1,7 1,9 -1,8 -1,6 
1981 0,6 -1,2 0,2 6,4 0,5 
1982 -2,1 -1,3 -1,5 0,9 -2,2 
1983 -0,8 -1 ,7 -2,7 2,6 -0,3 
1984 -1,0 -2,7 -1,3 -2,0 -4,9 
1985 -1,7 -1,3 -0,5 2,6 -2,8 

Average 1981-82 -0,8 -1,3 -0,6 3,6 -0,9 
Average 1980-85 -0,6 -1,1 -0,7 1,4 -1,9 

1986 0,1 -1,2 -0,5 -5,2 -3,2 
1987 -1,9 3,6 0,0 -3,1 -0,3 
1988 -2,3 -1,2 -1,5 0,2 -1,1 
1989 -3,1 -2,7 -1,6 1,1 -2,0 
1990 0,6 -1,3 -1,1 2,2 -0,6 

Average 1986-88 -1,4 0,4 -0,7 -2,8 -1,5 
Average 1989-90 -1,2 -2,0 -1,3 1,6 -1,3 

1986-88 

the less led to a rapid translation of the deceleration in 
import prices. However, the annual rate of increase in nomi
nal wages remained high by comparison with the ERM 
partners. Wage increases fell substantially in Greece and 
Portugal. Greece had embarked in 1985 on an ambitious 
stabilization plan to curb the rate of inflation and reduce 
the very high current account deficit. Wage increases were 
severely limited and real wages per head fell by over 6 % a 
year in 1986-87. Notwithstanding poor productivity gains, 
nominal unit labour cost increases moderated and inflation 
(private consumption deflater) was brought down to about 
14% in 1988. 

The Portuguese Government tried to implement the anti
inflationary policy successfully applied by France, i.e. fixing 
an inflation target and convincing economic operators to 
orient their behaviour to the attainment of this objective. It 
is not clear to what extent this policy was successful. Nomi
nal wage increases declined, but not as much as necessary. 
A substantial contribution to the reduction of inflation came 
in any case from productivity increases. Accession to the 
strongly growing Community market led to a surge of ex
ports and strong growth. GDP per person employed in
creased by an annual average of 5,2% over 1986-88. As a 
result, the increases in real wages could be largely absorbed 
and the rate of increase of the deflater of private consump
tion fell from over 27 % in 1983-84 to 10% 1987-88. 

( Annual percentage change) 

F IRL L NL p UK EC 

0,0 -0,4 -0,5 -0,5 1,2 -1,1 -0,1 -0,2 
0,6 0,3 0,7 2,4 0,4 2,2 0,1 0,4 

-0,5 4,7 -0,4 -1,5 0,9 -2,9 -0,5 -0,6 
1,9 3,4 -1,0 0,9 -0,3 -1,0 2,2 0,8 
0,8 -3,5 2,4 2,1 -2,7 2,3 -0,3 0,6 

-0,3 -2,9 -0,6 -4,8 -1,3 -3,3 -2,6 -1,4 
-0,7 0,0 0,5 -3,1 -2,0 -3,2 -1,5 -1,1 
-1,5 -2,1 -2,3 -2,8 -4,6 ,2,4 0,7 :-1,7 
-1,4 -2,5 -0,6 -1,0 -1,4 -2,2 -0,8 -1,0 

0,3 -3,2 0,9 -1,4 -2,0 -0,5 -1,5 -0,4 
-0,2 -1,3 -0,3 -1,5 -2,1 -1,6 -0,4 -0,6 

-2,9 -0,8 -1,8 -0,8 1, 1 -5,7 0,7 -1,3 
-1,0 -0,6 -0,2 3,4 2,5 1,3 -0,6 -0,3 
-2,0 -1,2 -0,2 -1,1 -1,5 -2,2 -0,1 -1,1 
-1,3 -4,7 -0,4 -0,6 -3,2 -3,3 2,6 -0,8 

0,5 2,4 1,7 4,1 -1,0 -0,4 2,3 0,5 

-2,0 -0,9 -0,8 0,5 0,7 -2,3 0,0 -0,9 
-0,4 -1,2 0,6 1,7 -2,1 -1,9 2,4 -0,2 
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Table 7 

Deflator of imports of goods and services 
( Annual percentage change) 

B DK D GR E F IRL L NL p UK EC 

Average 1961-69 2,0 1,9 0,8 0,5 2,8 1,3 2,1 0,9 1,1 0,2 0,2 2,5 1,3 
Average 1970-79 6,8 9,7 4,8 13,5 11 ,8 10,5 13,9 16,5 7,7 7,0 17,4 13,3 10,7 

1979 8,9 13,7 8,0 17,7 7,2 11 ,4 13,7 19,7 7,5 10,9 30,5 9,3 12,4 
1980 13,6 21 ,7 12,3 35,2 37,9 22,0 18,0 29,0 7,8 14,5 31 ,3 10,0 19,3 
1981 13,9 17,7 11 ,6 19,5 29,8 19,3 !8,6 28,0 10, I 14,3 25,6 7,7 17,6 
1982 13,3 10,1 2,9 24,0 13,0 12,8 7,5 12,4 13,9 1,3 18,1 7,0 9,3 
1983 7,4 3,7 0,6 17,6 21 ,5 8,5 5,2 5,3 8,0 0,4 29,9 7,5 7,1 
1984 8,1 7,9 4,7 22,8 11 ,5 10, I 9,4 10,8 7,4 5,7 31 ,2 8,8 9,4 
1985 2,1 3,2 2,0 17,8 3,8 2,3 2,6 7,6 2,9 1,2 13,0 4,0 4,1 

Average 1981-82 13,6 13,9 7,2 21 ,8 21,1 16,0 12,9 20,0 12,0 7,6 21,8 7,3 13,4 
Average 1980-85 9,6 10,5 5,6 22,7 19,0 12,3 10, I 15,I 8,3 6,1 24,6 7,5 11,0 

1986 -12,3 -9,2 -11 ,7 8,4 -14,8 -12,3 - 10,2 -14,9 -4,0 -16,2 -6,8 -4,4 -10,7 
1987 -4,4 -2,4 -4,7 0,4 0,8 
1988 2,8 2,4 1,5 6,4 1,1 
1989 6,9 6,7 4,8 12,8 2,3 
1990 -1 ,0 -2,0 -0,7 10,2 -1,2 

Average 1986-88 -4,8 -3,2 -5, I 5,0 -4,6 
Average 1989-90 2,9 2,2 2,0 11 ,5 0,6 

4. 1989-90 

End of the period of wage moderation? 

In 1989, the Community inflation rate rose to 4,9% (deflator 
of private consumption) and remained broadly at this level 
in 1990. This acceleration in inflation was partly due to 
a depreciation of European currencies which resulted in 
Community import prices increasing by 6,1 %. Additional 
causes, shared with most other OECD countries which also 
experienced similar increases in inflation, were the relaxation 
of monetary policy in the wake of the stock-market crash 
of October 1987 and the tight demand conditions in 1988-
89. 

In the Community, an additional impulse came in 1990 from 
budgetary policy with the average budget deficit rising to 
4, I% from 2,9% in 1989, essentially as a result of German 
unification. The strong rates of increase of final demand 
brought capacity utilization to record levels. Employment 
also rose strongly (1 ,5% per cent in 1989 and 1,4% in 1990) 
and bottlenecks appeared in certain sectors of the labour 
market. 

Nominal wages per head rose by 6,1 % in 1989 and 7,6% in 
1990. In 1990 the rise in nominal unit labour costs exceeded 
the growth of the GDP deflator, thus bringing a temporary 
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-0,4 
2,6 
6,5 

-1 ,5 

-3,6 
2,5 

1,1 -0,4 -2,5 -4,6 12,6 2,6 -0,9 
6,3 4,5 2,1 -0,3 11 ,6 -1,0 2,1 
6,7 7,2 4,3 6,2 7,7 6,4 6,1 

-4,5 3,0 0,6 -1 ,8 4,6 2,1 0,4 

-1 ,2 -4,0 - 1,5 - 7,3 5,4 -1 ,0 -3,3 
1,0 5,1 2,5 2,1 6,2 4,2 3,2 

halt to the process of continuous improvement in investment 
profitability which had started in 1981 (see Table 2 in Study 
2 and Graph 4). The acceleration in average rates of inflation 
and in nominal wage increases was accompanied by a de
terioration of the dispersion of country performances 
(Tables I and 2). 

Over the two years 1989-90, the inflation performance of the 
initial members of the ERM narrow band remained broadly 
satisfactory. Nominal wages per employee and nominal unit 
labour costs accelerated steadily, but by 1990 the situation 
was not yet giving cause for concern. The deflator of GDP 
increased by just over 3% in both years, and the trend of 
the deflator of private consumption was strongly influenced 
by the acceleration in import prices of 1989 and by their 
subsequent weakening. In 1990 the average deflator of pri
vate consumption of this group of countries was still below 
3% . 

This positive picture is overshadowed by worrying wage 
trends which appeared in some countries in the course of 
1990 and seem to be continuing in 1991. In West Germany, 
the strong growth provoked by the unification process led 
to bottlenecks in certain sectors of the labour market and 
to steep increases in wage claims leading to an acceleration 
in the rate of growth of nominal wages from 2,8 % in 1989 
to 4,2% in 1990 and an estimated 6,2% in 1991. Given the 



weight of Germany within the Community and the degree 
of exchange rate stability within the ERM this has raised 
fears that this deterioration might spread to its most im
portant trading partners. The out-turn for 1990 did not 
confirm these fears though wage increases have accelerated 
sharply in the Netherlands and Belgium. The acceleration 
in Belgium led to the possibility of a first-time application 
of the 1989 law on the 'safeguarding of the competitive 
position of the country' which empowers the government to 
intervene directly in wage-setting procedures in case of cer
tain thresholds being exceeded. 

Wage increases remained moderate in Denmark where the 
process of clawing back the negative consequences of the 
1987 slippage continued. Thanks to a favourable pro
ductivity trend, the Danish inflation rate dropped substan
tially in 1989-90 and at the end of the period it was one 
of the lowest in the Community. Ireland and France also 
improved their inflation performances. In 1990, rates of 
inflation in this group of countries were very similar. How
ever, traditional relative positions had changed with Ireland 
experiencing the lowest rate of inflation (1,6% deflator of 
GDP), followed by France and Denmark, while Germany 
recorded the 'highest' rate (3,4%). 

The 1989-90 performances of the United Kingdom, Spain and 
Italy, which in an EMU perspective should have improved 
further, were extremely disappointing. In 1990, the average 
deflator of GDP for these three countries was more than 
twice as high as that for the previous group of countries 
(7,8 and 3,0%, respectively). Wage increases accelerated 
following a period of strong growth and governments, either 
because of a deliberate choice not to intervene in wage
setting procedures or because of the failure of attempts to 
do so, resorted to a severe tightening of monetary policy. In 
an effort to increase the credibility of their anti-inflationary 
resolve the governments of Spain and of the United 
Kingdom committed their currencies to the ERM while Italy 
accepted the increased constraint of the narrow band. 

Following the overheating of 1987 and 1988, provoked larg
ely by a loosening of economic policies and particularly 
monetary policy, wages rose strongly in the United 
Kingdom. The increase in nominal wages, which was already 
high at 7,4% in 1987, accelerated to 11,3% in 1990 notwith
standing a markedly deteriorating economic situation. The 
Spanish economy in 1987-89 was clearly overheating with 
annual rates of growth of GDP in excess of 5% and internal 
demand expanding by about 7,5%. Wage increases started 
to accelerate and the social dialogue, which had proved so 
effective for a number of years, practically broke down. In 
1990, the rate of increase in nominal per capita wages jumped 

1989-90 

to 7,7% from just over 6% in 1988 and 1989. In Italy, 
notwithstanding lower growth than that experienced by the 
United Kingdom and Spain, wage increases also accelerated 
and reached double figures in 1990. The observed acceler
ation in wages between 1989 and 1990, however, can be 
attributed entirely to the strong public sector pay rise. 

As the budgetary position in the United Kingdom and Spain 
did not call for drastic measures while in Italy political 
difficulties were preventing significant action in this area, 
the stabilization task was assigned to monetary policy sup
ported by a stronger commitment to exchange rate discipline 
within the ERM. Monetary conditions in both Spain and 
Italy could not, however, be tightened as much as required 
because of the need to keep the currencies from appreciating 
above the upper limits of their fluctuation bands. Mean
while, high rates of inflation led to a substantial loss of 
competitiveness with significant consequences for the rela
tive price increases in the tradeable and non-tradeable sectors 
and for the intersectoral allocation of resources. 

The case of Portugal is similar to that of the three preceding 
countries; wage and price increases accelerated from already 
high rates following a period of strong growth. However, 
the government's attempts to moderate the trend of nominal 
wages with tripartite agreements were relatively more suc
cessful than in Spain and Italy. The strong growth of 1989, 
coupled with the continued lack offlexibility in the economy, 
created the conditions whereby firms could increase prices 
over and above the increase in labour costs. While pro
ductivity increased by over 4 %, real wages per head in
creased by less than 1 %. Unfortunately in 1990, trends 
favourable to investment profitability, and therefore to the 
acceleration of the catching-up process of this country, could 
not be maintained in the light of rapidly increasing nominal 
wages which rose by nearly 18 %, resulting in a real wage 
increase of more than 3,7 %. The government reinforced its 
anti-inflationary commitment with the decision to follow a 
much less accommodating exchange rate policy to prepare 
for early participation in the ERM. 

In Greece, the negative consequences arising from the aban
donment of the stabilization programme of 1986-87 became 
fully visible in 1989 and 1990. In 1990, the rate of increase 
of nominal wages, nominal unit labour costs and the deflator 
of GDP were all above 18 %. Therefore, in May 1990, a new 
and ambitious stabilization programme was decided by the 
Greek Government. On the labour market policy agenda, 
real wage cuts and measures to improve labour market 
flexibility figured in a prominent position. The exchange rate 
policy became significantly less accommodating than in the 
past. 
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5. General features of the 1980s 

At the beginning of the decade, the heritage of the 1970s 
called for a significant wage adjustment throughout the 
Community to improve the profitability of investment and 
the external competitive position. The former aim was com
mon to all countries since investment profitability had de
teriorated significantly everywhere while the latter was par
ticularly pressing in those countries experiencing large exter
nal deficits. Member States tried to attain these aims in 
different ways, but some general patterns are discernible: 

(i) Most governments tried influencing wage-setting pro
cedures. While safeguarding the autonomy of the two 
sides of industry in this area, many governments tried to 
obtain a deceleration of wages in line with the expected 
deceleration of price increases by some form of direct 
intervention rather than simply letting unemployment 
and a profit squeeze work their way through the wage
setting process. In some cases, the existing wage indexa
tion procedures were partially or totally suspended. In 
1981, the Commission had contributed to these actions 
by addressing to Member States a communication on 
the risks and dangers involved in the operation of in
dexation schemes.1 In 1986, however, the indexation 
mechanisms in Italy and Belgium helped to accelerate 
the translation of decelerating wages into decelerating 
consumer prices. The United Kingdom Government, on 
the other hand, chose explicitly to refrain from direct 
intervention in the wage-setting process, therefore rely
ing uniquely on macroeconomic instruments. At the 
beginning of the 1980s, however, the government had 
taken various legislative measures to reduce the power 
of the unions. 

(ii) All governments tried to set a credible macroeconomic 
framework within which the two sides of industry could 
exercise their autonomy. Macroeconomic policy was 
more and more formulated in a medium-term context. 
This was necessary since experience had proven the 
futility of trying to fine-tune the economic cycle, but it 
also helped to provide stable points of reference for 
microeconomic decisions. The effectiveness of these at
tempts differed as some governments experienced more 
difficulty than others in convincing economic agents of 
the seriousness of their interventions. It is no accident 
that wage adjustment was most rapid in those countries 
which had the best initial inflationary performances 
since these were the countries where the anti-inflationary 
credibility of the authorities was highest. Some of the 
initial difficulties in establishing credible frameworks 

Communication to the Council , 23 July 1981. 
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were also linked to the choice of targets which, in some 
cases, were so ambitious as to appear unrealistic. The 
importance of the 'credibility' factor is such that in some 
of the countries where results are still unsatisfactory the 
debate has extended to the possibility of institutional 
changes that might increase the .credibility of the anti
inflationary commitment of the government. 

(iii) Due to the closer integration of European economies 
and to the greater degree of exchange rate stability, the 
awareness of the two sides of industry of the interaction 
between trends in labour costs and the external position 
of the economy grew throughout the Community. As is 
logical, this awareness is stronger in the smaller open 
economies. Already at the beginning of the 1980s, ex
plicit references to the need to maintain and improve 
the external competitive position of the economy were 
found regularly in national agreements in Belgium, Ire
land2 and Denmark. In Belgium in 1989, these consider
ations found their way into the already mentioned law 
'for the safeguarding of the competitive position of the 
country' . But even the larger countries recognized in the 
course of the 1980s the effectiveness of the external 
constraint. In France, to mention the most obvious 
example, the social partners have now accepted for 
many years the need to maintain the competitive pos
ition of the country vis-a-vis Germany, its most im
portant trading partner. There is anecdotal evidence 
that the extension of the ERM discipline to Spain, the 
United Kingdom and Italy is producing similar results. 

(iv) Exchange rate policy played a substantial role in bring
ing about the necessary adjustment. As was seen at the 
beginning of the 1980s, some countries (Germany, the 
Netherlands) supplemented their anti-inflationary stra
tegies with a hard currency option. Other countries, 
more worried about external competitiveness, sought 
the necessary wage adjustment with either 'once-and
for-all ' exchange rate devaluations or more protracted 
depreciations. 

All these experiences highlight the usefulness of the 
exchange rate instrument and its limitations if wages do 
not adjust promptly. In Germany and the Netherlands, 
the prompt wage adjustment of 1980-81 sparked off 
a virtuous circle where external competitiveness and 
investment profitability improved despite the appreci
ation of the currency which, in tum, was reinforcing the 
deceleration of prices and costs. In the United Kingdom, 

Foreign competitiveness was explicitly included in the 1987 programme. 
But even if it was not explicitly included in former programmes, im
plicitly, it played an important role since an influential and widely 
quoted official study stressed the crucial role of foreign competitiveness 
already in 1981. 



where the initial apprec1at10n of the currency was 
stronger and where wages had adjusted much less, the 
policy had to be reversed and the currency allowed to 
depreciate. Belgium and Denmark experienced some 
difficulties in obtaining the wage adjustment hoped for, 
witness the renewed acceleration of wage increases in 
1982, but eventually succeeded, thus creating the con
ditions for a durable improvement in external positions. 
France and Italy failed to complement the initial de
preciations of their currencies with the appropriate wage 
developments and the positive effects of the depreciation 
were quickly dissipated by strong inflation. 

By and large, however, the experience of the early 1980s 
went in the direction of convincing governments of the 
virtues of exchange rate stability, both for its intrinsic 
usefulness, whereby it adds to the stability of the macro
economic framework, and for the advantage of linking 
the country's inflation performance to those of more 
successful partners. This is evidenced by the change of 
policy in France in 1983, by the adhesion of Spain and 
the United Kingdom to the ERM, by the passage of the 
lira to the narrow band and by the changes in the 
exchange rate policies of Portugal and Greece. 

The success of the policies implemented during the 1980s in 
influencing wage developments is still a subject of hot debate. 
There is little doubt that during the 1980s, and especially 
during the first half of the decade, wages increased very 

Table 8 

Real gross domestic product 

B DK D GR 

Average 1961-69 4,8 4,7 4,4 7,6 
Average 1970-79 3,4 2,5 3,1 5,3 

E 

7,7 
3,7 

1979 2,1 3,5 4,2 3,7 -0,1 
1980 4,3 -0,4 1,4 1,8 1,2 
1981 -1 ,0 -0,9 0,2 0,1 -0,2 
1982 1,5 3,0 -0,6 0,4 1,2 
1983 0,4 2,5 1,5 0,4 1,8 
1984 2,1 4,4 2,8 2,8 1,8 
1985 0,8 4,3 2,0 3,1 2,3 

Average 1981-82 0,3 1,0 - 0,2 0,2 0,5 
Average 1980-85 1,3 2,1 1,2 1,4 1,4 

1986 1,5 3,6 2,3 1,4 3,2 
1987 2,2 0,3 1,7 -0,5 5,6 
1988 4,6 0,5 3,7 4,1 5,2 
1989 3,9 1,2 3,3 2,8 4,8 
1990 3,7 2,1 4,7 - 0,3 3,7 

Average 1986-88 2,8 1,5 2,6 1,6 4,7 
Average 1989-90 3,8 1,6 4,0 1,3 4,2 

General features of the 1980s 

moderately by historical comparisons. The degree to which 
pay settlements adjusted to the deterioration of the economic 
climate is particularly impressive when account is taken of 
two additional elements. 

(i) First, the rate of inflation declined steeply throughout 
the period. Even if the determination of the authorities 
to fight inflation was clear, employees could reasonably 
have doubts on the attainment of official targets. If their 
perception of the expected rate of inflation was higher 
than that effectively recorded (and used today in calculat
ing real wage increases) the degree of moderation actually 
shown is greater than that captured by the statistics. 
Hence, if the calculation of the real wage increases of 
this period is done using the rate of inflation of the 
previous year instead of that of the current year (admit
tedly a crude measure of inflationary expectations), the 
average rate of increase for the years 1980-85 drops from 
0,7% to zero. 

(ii) Second, the discretionary measures taken to reduce 
budget deficits resulted in an increase in taxes on wages. 
Tax receipts expressed as a percentage of GDP increased 
by two points between I 980 and I 985 : from I I ,3 % to 
12,3% for direct taxes and from 13,7% to 14,6% for 
social security contributions. Even in the absence of more 
precise information on the share of the burden falling on 
wage earners, this suggests that the real increase of net 
wages was significantly lower than that of gross wages. 

I Annual percentage change) 

F IRL L NL p UK EC 

5,5 4,4 5,8 3,7 5,0 6,3 2,9 4,8 
3,7 4,7 3,9 2,7 3,4 5,0 2,4 3,3 

3,2 3,1 6,0 2,3 2,4 5,6 2,8 3,5 
1,4 3,1 4,2 0,8 0,9 4,6 -2,2 1,3 
1,2 3,3 1,0 -0,6 -0,6 1,6 -1,3 0,2 
2,3 2,3 0,3 1,1 -1,4 2,1 1,7 0,9 
0,8 - 0,2 1,1 3,0 1,4 -0,2 3,7 1,6 
1,5 4,4 3,0 6,2 3,1 -1,9 2,1 2,3 
1,8 2,5 2,6 2,9 2,6 2,8 3,6 2,5 

1,7 2,8 0,6 0,3 -1,0 1,9 0,2 0,5 
1,5 2,5 2,0 2,2 1,0 1,5 1,2 1,5 

2,4 -0,4 2,5 4,3 2,0 4,1 3,9 2,7 
2,0 4,4 3,0 3,4 0,8 5,3 4,7 2,9 
3,6 3,9 4,2 5,5 2,7 3,9 4,6 4,0 
3,6 5,9 3,2 6,1 4,0 5,4 2,2 3,3 
2,8 5,7 2,0 2,3 3,9 4,0 0,8 2,8 

2,7 2,6 3,2 4,4 1,8 4,4 4,4 3,2 
3,2 5,8 2,6 4,2 4,0 4,7 1,5 3,1 
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Table 9 

Labour productivity ( = GDP per person employed) 

B DK D GR 

Average 1961-69 4,0 3,6 4,4 8,5 
Average 1970-79 3,2 1,7 2,9 4,7 

1979 0,9 2,3 2,4 3,1 
1980 4,4 0,0 -0,2 0,5 
1981 0,9 0,4 0,3 -4,7 
1982 2,9 2,6 0,6 1,2 
1983 1,4 2,2 3,0 -0,6 
1984 2,3 2,6 2,7 2,4 
1985 0,3 1,7 1,2 2,2 

Average 1981-82 1,9 1,5 0,4 -1,8 
Average 1980-85 2,0 1,6 1,2 0,1 

1986 0,8 1,0 0,9 1,0 
1987 1,8 -0,6 1,0 -0,4 
1988 3,1 0,5 2,9 2,5 
1989 2,2 1,8 1,9 2,5 
1990 2,7 2,5 1,9 -0,5 

Average 1986-88 1,9 0,3 1,6 1,0 
Average 1989-90 2,5 2,2 1,9 1,0 

What is being debated is whether this wage moderation was 
the result of a lasting change of behaviour by both sides of 
industry or whether it was simply the effect of the difficult 
economic environment. The evidence is not conclusive. Some 
studies show an absence of structural breaks; the wage 
moderation experienced during the 1980s could well be ex
plained by the trends in the classic determinants (unemploy
ment, economic policy stance, etc.). Yet there is plenty of 
anecdotal evidence showing that some behavioural changes 
have occurred. It is difficult to deny that the 1980s have 
brought a greater awareness of macroeconomic consider
ations, especially of competitiveness, to the wage-bargaining 
process. The experience of the last two years is also incon
clusive. Wage increases have certainly accelerated in 
response to stronger growth, but this acceleration has been 
rather modest by comparison with other periods of above 
trend growth. 

6. Conclusions 

Significant wage moderation was achieved in the Com
munity throughout most of the 1980s. This process under
pinned the parallel favourable developments in terms of cost 
and price convergence which occurred. Despite the clear 
progress achieved, the overall degree of convergence in the 
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7,0 
4,0 

1,6 
4,4 
2,4 
2,2 
2,3 
4,3 
3,7 

2,3 
3,2 

1,8 
1,0 
1,7 
1,2 
1,0 

1,5 
1,1 

( Annual percentage change) 

F IRL L NL p UK EC 

4,9 4,2 6,3 3,3 3,8 6,5 2,6 4,6 
3,1 3,9 3,0 1,4 3,1 4,8 2,2 3,0 

3,1 -0,1 4.4 1,8 1,1 3,5 1,3 2,5 
1,3 2,1 2,2 0,1 0,1 4,9 -1,9 0,9 
1,8 4,2 1,0 -0,9 0,8 0,6 2,7 1,3 
2,1 2,1 -0,2 1,4 1,1 4,1 3,6 1,6 
1,2 1,9 0,5 3,3 3,3 1,0 5,0 2,3 
2,4 6,3 2,6 5,6 3,2 -0,4 0,2 2,3 
2,1 5,1 1,7 1,5 1,0 2,8 2,3 1,9 

2,0 3,2 0,4 0,3 1,0 2,3 3,1 1,5 
1,8 3,6 1,3 1,8 1,6 2,2 1,9 1,7 

2,3 -0,7 1,8 1,6 0,0 7,0 4,0 2,1 
1,7 3,7 2,6 0,7 -0,6 4,7 2,9 1,7 
2,8 3,5 3,2 2,4 1,3 3,9 1,3 2,4 
2,5 6,0 3,0 2,0 2,3 4,3 -0,6 1,7 
1,6 4,3 1,0 -1,8 1,8 2,9 0,4 1,4 

2,3 2,1 2,5 1,6 0,2 5,2 2,7 2,1 
2,1 5,2 2,0 0,1 2,1 3,6 -0,1 1,6 

Community at the end of the decade was still insufficient 
given the stated intention of Member States to move rapidly 
towards the final stages of economic and monetary union. 
Lack of progress over the 1980s was exacerbated by un
favourable wage developments which started to emerge at 
the end of the decade and continued unabated into 1990. 
Nominal unit labour costs moved upwards over the last two 
years with a consequent deterioration in the overall nominal 
convergence situation in the Community as a whole. This is 
all the more worrying since the degree of wage adjustment 
achieved in some countries was not yet sufficient as the 
continuing high levels of unemployment and the fragility of 
some external positions show. 

The recent reversal of the wage moderation trend which had 
characterized most of the 1980s requires significant changes 
in the policy stances in a number of Member States. In
creased wage pressures in national labour markets at a time 
of slowing economic activity and rising unemployment point 
to continued structural difficulties in such markets. The 
responsiveness of wages to labour market demand and sup
ply conditions is clearly inadequate and issues such as skill 
shortages and long-term unemployment must be addressed 
by the Member States concerned. 

In EMU, wages will have to evolve so that increases in 
nominal unit labour costs are as low as possible and that 



movements in the level of prices can remain small thus 
guaranteeing a stable and sound macroeconomic environ
ment. Wage trends should also lead to changes in real unit 
labour costs which safeguard profitability where it is already 
satisfactory, or increase it further if this is still necessary, so 
that the growth process, underpinned by investment with a 
high employment content, continues. At the same time, wage 
trends should lead to movements of prices and costs relative 
to those in the rest of the Community which maintain 
the competitiveness of individual countries and regions or 
improve it if necessary. 

Adherence to these criteria would lead to a convergence of 
the trends of unit labour costs in the individual countries 
which safeguards internal stability while maintaining, or 
improving where necessary, the external equilibria. The con
tinuing large differences in wage and unit labour cost trends 
within the Community should certainly be reduced signifi
cantly, but this does not imply that even in the final stage 
of EMU these factors have to move absolutely in parallel. 
Differences in productivity increases may warrant differ
ences in nominal wage increases. Similarly different trade 
patterns may make small differences in unit labour cost 
trends acceptable. Indeed, in the countries where income 

Conclusions 

levels are lowest it is possible to improve profitability and 
to achieve simultaneously high real wage increases if growth 
and productivity gains are high enough. Under these circum
stances, real wages can grow more rapidly than in the rest 
of the Community so that the catching-up process also takes 
place with regard to wages. 

As progress towards EMU is made, wage trends will have 
to become more responsive to changes in the economic 
situation. Changes in real exchange rates (which in EMU 
could only be brought about by different trends in costs and 
prices) may be necessary to respond to external shocks which 
affect the Community in an asymmetric way or to counteract 
the appearance of regional imbalances. 

Wage trends will have to be monitored closely, with the help 
of enhanced coordination procedures, since in full EMU 
unjustified wage adjustments will very rapidly bring about 
regional problems. Excessive wage increases will lead to 
unemployment and migration via falling competitiveness 
and declining investment. Increased transfer payments -
even if they were introduced - are unlikely to eliminate 
these undesirable developments. They could, however, risk 
treating the symptoms at great expense without bringing 
about a lasting reduction of the underlying divergences. 
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Summary 

Summary 

The evolution of profits as a macroeconomic aggregate has until now essentially been analysed in terms of income shares and 
profit per unit of output, either directly or as a complement to the evolution of wages. 

Economic analyses, on the other hand, reserve an important role for profitability in the determination of investment and therefore 
in the evolution of productive capacity. Data on capital stock and profitability, however, are not easily available and difficult to 
build, which makes them less frequently used than they should be. 

This study will present a set of indicators for the profitability of the fixed capital stock both at the level of the whole economy 
and at the level of the private and manufacturing sectors. The analysis will be presented for the Community as a whole, for its 
member countries and, wherever possible.for the USA and Japan . 

Through these indicators, a clear and statistically robust link could be established between the observed evolution of profitability 
and the resulting variations in the growth of the fixed capital stock. 

The evolution of profitability at the level of member countries also reflects the divergences observed in exonomic policies adopted 
following the first and second oil-price shocks. It also highlights the relationship between profitability and the catching-up process 
in which the least-favoured countries of the Community are or should be engaged. 

1. Introduction 

The concept of profit plays an important role in market 
economies. Expected profits are a prerequisite for most 
productive activities and realized profits are a source of 
financing for these activities. For these reasons, profitability 
indicators, suitably defined, may be seen as an indicator of 
the healthiness of the economic climate. 

In the present study, profitability will be analysed at two 
levels, i.e. average net operating surplus per unit of output, 
which will be referred to as the unit profit rate and net 
operating surplus per unit of net fixed capital stock, desig
nated as profitability of capital. 

At the microeconomic level, the optimal behaviour of firms 
is traditionally determined by the profit maximization con
dition, in the short and/or long run, whatever might be 
the kind of market (perfect competition, oligopolistic or 
monopolistic market, ... ) on which the firm is acting. 

Contemporary revisions on the basis of microeconomic the
ory1 have somewhat tempered the classical view of a firm 
exclusively driven by profit maximization and have emphasi
zed the existence of multiple short and long-term targets 
(gain of market shares, elimination of competitors, barriers 
to entry, etc.) which may lead to behaviour in some way 

See for instance, Koutsoyianis, A. Modern Microeconomics (2nd ed.), 
McMillan Press Ltd, London, 1980. 

divergent from mere profit maximization. However, all these 
approaches also recognize that the managers of these mul
tiple-target firms remain subject to a minimum profit con
straint in order for the firm to survive in the long run. 
Furthermore, one may note that the present evolution of 
public monopolies acting in the market sector of the econ
omy also demonstrate that even those firms apparently insu
lated from competition cannot ignore indefinitely the need 
for a minimal profitability in their activities for fear of 
accumulating an unsustainable indebtness in the long run. 

At a more macroeconomic level , the analyses of past econ
omic evolution and future perspectives for the Community 
have also emphasized the important role played by the 
profitability of capital, both during the slowing-down of the 
growth trend in 1973-81 and during the recovery of I 982-
90, through its effects on fixed capital formation .2 

It is therefore appropriate to develop specific indicators of 
unit profit rates and of capital stock profitability in order 
to improve the statistical coverage of the supply side of 
the economy and help in the analysis of general economic 
developments. 

The construction of these two profitability indicators raises 
important methodological issues which are dealt with in the 
box appended to the study. However, despite their imperfec-

See for instance, European Economy No 46, Analytical study No 1, pp. 
83-105, December 1990. 

113 



Study No 2 - The profitability of fixed capital and its relation with investment 

tions, the available statistics do provide a consistent view of 
the evolution of profitability which has a clear link with 
the development of fixed capital formation and ultimately 
economic growth. 

2. The macroeconomic evolution of profitability 

2.1. Chronological evolution 

The evolution of capital profitability is given in Table I for 
the EUR 12 aggregate and Table 2 for member countries. If 
one excludes the four least-favoured countries (which will 
be dealt with below) the broad evolutions are quite similar 
having passed through three different stages. 

(i) During 1961-73, unit profit rates, and the measures of 
profitability, intensity and productivity remained re
markably stable, with the exception of some slight cycli
cal movements. This picture was in line with the usual 
growth model paradigm of full-employment, steady
state equilibrium, where capital and output grow at the 
same pace, supported by high and constant rates of 
productivity and profitability. At the same time, the 
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labour market was practically in full employment equi
librium with unemployment rates limited to what could 
be considered as the irreducible minimum of frictional 
unemployment. For that reason, 1961-73 will be used 
as the reference period for the analysis of further years. 

(ii) In 1974-81, the effect of the deterioration in the overall 
economic evolution of the Community in the wake of 
the 1973/74 and 1979/80 oil-price shocks 1 also appears 
in the specific indicator of fixed capital formation. 

In terms of its components, the decline in profitability 
in 1981 to about two-thirds of its average 1961-73 level 
is due to the accumulation of three negative factors: 

(a) in terms of income distribution, the delays in the 
adjustment of real wages to the new productivity 
and employment conditions, especially after the first 
oil-price shock, translated into a reduction of the 
share of profits in GDP and a fall in unit profit 
rates; 

See European Economy No 46, Analytical studies Nos 2 and 4, pp. 109-
21 and 145-50, December 1990. 



The macroeconomic evolution of profitability 

Table 1 

Indicators of rate of profit per unit ofoutput and fixed capital profitability, EUR 12 (Index: 1961-73 = I 00, unless otherwise indicated) 

Gross unit Net unit Fixed capital 
profit ratea profit rateb productivity< 

1961 97,3 98,1 101,2 
1962 97,2 97,8 101,2 
1963 96,5 96,3 100,9 
1964 97,3 97,3 101,9 
1965 99,0 99,4 101,3 
1966 100,1 100,2 100,3 
1967 102,6 102,9 98,9 
1968 105,1 106,3 99,4 
1969 106,8 109,1 100,4 
1970 100,7 100,5 100,0 

1971 99,3 97,8 98,2 
1972 100,3 98,6 97,6 
1973 98,0 95,9 98,8 
1974 89,7 83,3 96,0 
1975 84,1 73,0 91,1 
1976 87,4 78,0 92,0 
1977 90,0 81,2 91,5 
1978 91 ,7 83,5 91,4 
1979 91,9 83,9 91,6 
1980 89,2 79,2 89,8 

1981 87,7 75,5 87,2 
1982 91,4 79,8 85,6 
1983 94,5 83,6 85,0 
1984 98,2 88,5 85,1 
1985 100,8 92,0 85,3 
1986 104,9 97,7 85,8 
1987 106,2 99,5 86,4 
1988 108,7 103,3 87,8 
1989 110,7 106,2 88,3 
1990 110,7 105,9 88,3 

a Gross operating surplus per unit of GDP. 
b Net (of depreciation) operating surplus per unit of GDP. 
' GDP per unit of fixed capital stock. 
d Net operating surplus per unit of fixed capital. 
c Ratio of real fixed capital stock to real GDP, in percentage. 
f Annual average rate of growth of fixed capital, in percentage. 
g Annual average rate of growth of real GDP, in percentage. 

Sources: Eurostat and Commission services. 

(b) the average labour productivity growth fell in real 
terms from 4,4 % per year in 1961-73 to 2, l % per 
year in 1974-82; 

(c) the restructuring of the capital stock to the new 
energy situation and the deterioration of the relative 
cost of labour with respect to capital (due in part to 
the maintenance in 1974-81 of very low or even 
negative real interest rates), both induced a strong 
process of substitution of labour by capital and 
hence a rise in capital intensity. 

Fixed capital Capital Growth of Growth of 
profitabilityd output ratioc fixed capital' real GDP• 

99,2 3,0 4,7 5,5 
98,9 3,0 4,8 4,7 
97,2 3,0 4,8 4,5 
99,2 3,0 5,1 5,8 

100,6 3,0 4,9 4,4 
100,5 3,0 4,9 3,9 
101,8 3,0 4,8 3,5 
105,6 3,0 4,9 5,3 
109,5 3,0 5,1 6,0 
100,5 3,0 5,1 4,7 

96,0 3,1 4,9 3,2 
96,2 3,1 4,8 4,3 
94,8 3,1 4,9 6,1 
79,9 3,1 4,4 1,9 
66,5 3,3 3,6 -1,0 
71,8 3,2 3,5 4,7 
74,3 3,2 3,3 3,0 
76.3 3,3 3,3 3,2 
76,8 3,2 3,3 3,5 
71,1 3,3 3,2 1,3 

65,8 3,4 2,7 0,2 
68,3 3,4 2,4 0,9 
71,0 3,5 2,2 1,6 
75,3 3,5 2,1 2,3 
78,5 3,4 2,1 2,5 
83,9 3,4 2,2 2,6 
86,0 3,4 2,3 2,9 
90,7 3,4 2,7 3,8 
93,8 3,4 2,9 3,3 
93,5 3,4 3,0 2,9 

The latter aspects also acted on the discrepancy between 
gross and net profits: due to the increased degree of 
capitalization of the economy, the share of depreciation 
allowances in GDP also increased. Thus, at the EUR 12 
level, whereas the level of gross unit profit rates fell by 
five points between 1973 and 1981, the net unit profit 
rate was reduced by 15 percentage points during the 
same period. Profitability of fixed capital was therefore 
affected by a triple negative shock and this factor, com
bined with mediocre growth in final demand, brought 
down fixed investment and reduced the growth rate of 
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the stock of fixed capital at the start of the eighties 
to about 2,3 % , i.e. less than one half of its 1961-73 
average. 

(iii) In 1982-90, the redirection of economic policies, the 
modification of wage behaviour, the improvement of 
the external environment (Reagan boom and counter 
oil-price shock) and the positive expectation effects of 
the major Community projects, 1 all combined to pro
duce a reversal in the growth pattern of the Community 
and in the profit indicators. 

The most evident element was the direct impact of 
wage moderation on unit profit rates for EUR 12 which 
recovered both in gross and net terms to a level in excess 
of the 1961-73 average on two occasions, 1984 and 1988. 

The profitability of capital, however, did not recover as 
quickly since the capital stock reacted only with a lag 
to the new conditions. 

6 

4 

2 

• 
-2 

196S lffl 

Lprod: apparent laboar prodta:ti,,111. 
Kprod: appueat llxed capital pu l1C1trlty. 
K/L: capilll intcmity. 
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See European Economy No 46, Analytical study No I, pp 85-90, 
December 1990. 

In particular, the productivity of fixed capital, which de
clined in absolute value from 1970 to 1983, stabilized in 1984 
and became positive only from 1985, and at a rather low 
rate. This factor may be linked to the fact that labour 
productivity did not accelerate either during the period due 
to the appearance at global level of a more labour-intensive 
growth pattern. 

The improvement in capital profitability in fact only came 
from the change in capital intensity linked to the switch to 
a more labour-intensive production process for the economy 
as a whole. Given that capital intensity involves stocks rather 
than flows (total employment and capital stock), it exhibits 
more inertia than, say, the unit profit rate. 

As a consequence, the profitability of fixed capital in 1990 
was still below its 1961-73 level and further efforts will be 
required in order to achieve in the 1990s the culmination of 
the process of restoration of profitability conditions which 
commenced in 1982. 

As regards member countries2 a distinction should first be 
made between the four least-favoured countries (GR, E, 
IRL, P) and the other eight. 

Among the latter, the evolutions are mutatis mutandis the 
same as those indicated for the Community above. One 
may, however, note, that the fall in profitability is least 
pronounced in the two countries (D and NL) which, from 
the outset gave priority to combating inflation and control
ing wage costs, as against those countries which tried to 
compensate for the income losses due to the oil-price shocks 
by pursuing more expansionary fiscal and monetary policies 
and/or by maintaining (de facto or de Jure) wage indexation 
schemes. 

Among the least-favoured economies, the situation is more 
heterogeneous and is strongly influenced by the presence or 
absence of catching-up periods between 1961 and 1990. In 
other words, for these countries, the 1961-73 period is not 
necessarily the best reference base. For these countries also 
the statistical problems are more acute than in others, most 
notably in respect of the share of self-employed in total 
employment, especially for Greece and Portugal where the 
assumption of equal implicit wage for self-employed as for 
wage-earners may induce considerable bias in the measure 
of corrected profit shares. 

Be that as it may, the evolution of profitability in those 
countries confirms that among other factors, a strong and 

The evolution in the United States of America is broadly the same as 
in the Community until 1973, with a faster recovery afterwards. 



The macroeconomic evolution of profitability 

Table 2 

Profitability of fixed capital stock, economy as a whole, 1961-90" (Index: 1961-73 = 100) 

B DK D GR E F 

1961 109,2 102,3 115,7 76,4 92,5 89,9 
1962 104,2 103,9 107,5 69,5 99,2 93,2 
1963 100,0 100,8 101,1 91,1 98,7 92,8 
1964 104,1 110,4 105,6 95,2 96,6 96,3 
1965 102,0 102,7 103,9 105,1 105,9 97,6 
1966 97,9 98,5 98,9 97,2 104,5 100,6 
1967 96,1 97,0 97,7 92,9 93,7 102,I 
1968 98,4 97,6 103,1 91,0 99,3 101,1 
1969 102,3 102,5 107,2 109,0 104,2 107,6 
1970 104,0 95,2 92,9 111,8 102,5 105,5 

1971 94,4 89,4 88,7 115,0 98,1 103,9 
1972 92,7 101,4 89,8 112,5 101,8 104,6 
1973 94,6 98,3 87,8 133,3 103,0 104,9 
1974 85,1 73,9 77,4 105,4 95,5 88,5 
1975 71,4 68,1 74,1 103,3 78,7 72,8 
1976 70,4 75,9 81,6 101,3 72,9 71,9 
1977 66,0 74,5 82,4 80,7 74,1 69,4 
1978 65,0 75,6 83,9 70,3 72,0 71,5 
1979 63,2 76,2 84,9 64,4 67,0 71,8 
1980 61,4 67,0 75,7 63,8 66,8 63,9 

1981 56,3 64,8 71,0 45,8 58,8 60,6 
1982 60,5 69,4 71,5 46,6 64,4 60,8 
1983 60,8 72,8 77,1 36,0 62,6 61,6 
1984 64,0 80,8 79,6 41,7 75,9 64,8 
1985 68,1 84,1 80,8 34,8 84,5 68,8 
1986 69,9 89,5 84,2 43,5 101,8 76,6 
1987 75,2 81,0 84.6 49,5 108,6 78,2 
1988 82,3 80,7 89,3 52,9 114,5 84,1 
1989 90,2 83,8 93,0 48,8 124,7 88,0 
1990 89,4 84,7 96,9 44,3 126,6 87,9 

• Net operating surplus per unit of fixed capital (see box on methodological problems). 

Source: Eurostat and Commission services. 

sustainable catching-up process requires a high investment 
ratio supported by a high return on capital, such as that 
achieved in the 1960s by Japan. I 

Thus, the fact that the 1960s were a catching-up period in 
Greece, Spain and Portugal is likely to give an extremely 
high value to the 1961-73 average, especially in Greece and 
Portugal (Spain, being a larger economy and having the 
highest per capita income of the group is closer in its evol
ution to the EUR 12 average). 

In Japan, GDP per capita which represented 56 % of the EUR 12 level 
in 1960 went up to 96 % of that level in 1973. At the same time the 
profitability index went from 69,5 % in 1960 to 139,2 in 1970 
(1961-73 = 100). 

IRL NL p UK EUR 12 USA JAP 

93,7 107,9 107,8 104,8 96,I 99,2 88,1 69,5 
88,9 109,5 104,8 104,6 94,9 98,9 95,9 67,8 
93,1 100,0 99,3 105,2 96,7 97,2 100,2 72,3 
94,4 87,6 105,8 106,5 103,7 99,2 103,7 83,5 
99,3 92,2 105,4 110,7 104,7 100,6 110,7 78,6 
86,9 101,7 96,4 109,3 101,9 100,5 112,4 92,4 
94,9 107,6 100,3 97,4 104,6 101,8 107,3 107,1 

105,7 112,5 106,7 110,8 108,0 105,6 107,4 125,8 
112,4 116,8 103,9 110,4 107,5 109,5 98,5 134,2 
96,0 103,0 96,4 90,I 99,3 100,5 89,6 139,2 

95,5 89,0 89,8 80,5 99,2 96,0 93,6 114,4 
116,5 86,8 92,1 79,2 95,0 96,2 94,7 112,0 
122,8 85,3 91,4 90,7 88,5 94,8 97,8 103,1 
68,9 79,3 81,9 61,3 65,6 79,9 84,3 72,3 
69,1 52,6 71,5 17,1 57,3 66,5 80,6 53,8 
79,9 61,0 81,5 18,4 65,9 71,8 84,7 56,8 
97,1 62,1 81,0 31,5 77,1 74,3 86,4 57,2 
93,9 65,8 78,7 41,0 79,8 76,3 85,8 64,7 
71,8 69,4 72,7 44,6 80,6 76,8 79,4 64,4 
50,7 71,6 69,2 44,0 71,6 71,1 72,0 62,9 

69,1 60,1 70,3 37,9 70,0 65,8 75,4 61,3 
82,2 59,0 71,1 40,1 80,2 68,3 65,2 60,0 
80,9 59,1 74,5 41,1 87,6 77,0 75,2 59,0 
93,4 66,3 83,9 42,5 87,0 75,3 90,4 67,3 

102,5 68,0 87,3 44,9 91,1 78,5 94,7 76,8 
105,5 76,3 85,9 53,6 90,9 83,9 94,9 77,2 
110,5 79,4 79,0 53,0 96,0 86,0 98,1 76,3 
113,9 83,1 81,7 54,9 99,5 90,7 103,0 79,3 
135,5 85,6 85,9 60,0 95,2 93,8 108,4 80,1 
131,1 81,2 89,6 62,1 90,1 93,5 109,6 83,5 

Nevertheless, the restoration (or in the case of Ireland at 
any rate, the commencement) of a sustainable catching-up 
process in the second half of the 1980s is clearly evidenced 
in the profitability indicators for those countries. Greece, by 
contrast, has shown marked macroeconomic imbalance at 
the end of the 1980s which kept profitability at a very low 
and erratic level, putting the catching-up process in jeopardy. 

2.2 Relations between profitability 
and investment 

In economic theory, the link between profitability and invest
ment may either be only implicit (as in the pure neo-classical 
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model) or located at either end of the capital formation 
process. 

(i) In the cruder version of Keynesian theory, profits appear 
at the end of a dynamic process chiefly determined by 
other factors ('animal spirits' on the part of entreprene
urs, accelerator effect of demand changes, etc.) 

(ii) In more recent approaches1 profits have been accorded 
a more direct causal role in determining capital formation 
together with final demand (accelerator effect) and rela
tive factor costs (substitution effect). In financial terms, 
profits are then seen as a way of financing capital expan
sion through retained earnings, hence limiting the in
debtness and the external control of the firm. 

These studies also found that among these determinants of 
investment final demand variations have a strong impact in 
the short term and are therefore the main element of the 
cyclical variability of investment. Relative prices and profita
bility, however, have a more limited impact initially but 
become stronger in the long run and have therefore a struc
tural influence. 

See Catina! et al., 'The determinants of investment', European Economy 
No 31 , March 1987. 
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As a consequence, the direct relation between profitability 
and the yearly rate of growth of investment for the 1961-90 
period is not likely to give good results, except if one applies 
a smoothing filter to the investment series. 

Such smoothing can, however, be automatically obtained by 
looking not at investment but at its end-result, i.e. the capital 
stock. At that level, the ex-post measured relation turns out 
to be very good between the rate of growth of the real net 
capital stock in year t (k

1
) and the rate of profitability per 

unit of capital stock, lagged one period (pr
1

_ 1) , in order to 
take into account the unavoidable delays between changes 
in profit conditions and the effective realization of resulting 
investment decisions (see Graph 5). A straightforward linear 
regression over the 1961-90 period for the EUR 12 aggregate 
gives 

k1= -2.88+0.85 . pr
1

_ 1 R2=0.73 
(0 .10) 

It should be emphasized that such a regression should not 
be taken as a full analysis but as a test of the ex-post relation 
between two magnitudes, since of course the evolution of 
profitability, as indicated above, is dependent upon patterns 
emerging in a complex array of interlinked factors. Neverthe-
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less, the relation is highly significant and implies that vari- It has therefore seemed worth while to compare the global 
ations in profitability and its underlying determinants ex- indicators with the more disaggregated measures available. 
plain about three-quarters of the variability of the capital 
stock during 1961-90. 

Thus, despite remaining theoretical uncertainties and statisti-
3.1. Private sector 

ea! approximations, a strong link between capital formation In 1991, the OECD produced a Business Sector Database 
and profitability conditions can be safely postulated. (BSD) giving for the whole of the private sector1 value-

added, wages, price, employment and capital stock data. 

3. The sectoral evolution of profitability 
The latter, however, are only given in gross terms and are 
based either on national estimates or on OECD-computed 

Although the global macroeconomic indicators seem to be 
series compatible with the methodology used in national 

consistent with observed evolution and are easy to update 
in line with new forecasts or medium-term scenarios, they Keese, M., Salou, G. and Richardson, P., 'The measurement of output 
nevertheless cover a highly heterogeneous aggregate and and factors of production for the business sector in OECD countries', 
their representativeness might be questioned. Working Paper No 99, May 1991, OECD, Paris. 

Table 3 
Private sector - gross profitability rate, in percentagea (Gross operating surplus/gross capital stock) 

B DK D GR E F IRL NL p UK EUR 12 USA JAP 

1961 12,3 15,2 7,4 5,6 13,3 4,8 15,7 
1962 11,3 14,2 6,6 5,4 13,7 4,4 17,0 
1963 10,3 13,6 10,0 9,8 5,8 12,6 4,7 11,5 17,6 
1964 12,1 14,3 11,0 25,1 11,4 5,6 11,6 4,8 12,1 18,3 
1965 11,2 14,2 11,6 23,4 11,9 6,5 12,4 5,3 12,2 19,7 15,5 
1966 10,7 13,5 9,9 22,4 12,4 4,6 13,4 5,3 11,6 20,4 17,2 
1967 10,2 13,1 9,4 18,7 13,1 5,3 13,8 4,7 11,8 19,9 19,4 
1968 10,2 14,7 7,7 19,0 13,9 6,2 14,7 4,9 11,9 19,6 21,6 
1969 10,9 14,8 9,5 19,8 14,9 6,3 15,6 4,8 11,4 18,4 22,6 
1970 15,9 10,2 13,6 10,8 18,7 15,1 5,0 14,l 15,9 4,5 10,6 13,7 16,9 22,8 

1971 13,6 9,5 13,5 10,5 17,4 15,1 4,8 12,4 14,8 4,0 11,0 13,2 17,3 18,8 
1972 13,6 11,3 13,7 10,1 15,9 15,5 7,4 13,0 15,3 3,9 11,0 13,4 17,8 18,3 
1973 14,3 11,8 13,6 15,4 15,7 16,0 6,9 13,0 15,7 4,2 11,2 13,6 19,0 17,1 
1974 13,1 9,7 12,3 14,8 15,5 14,1 3,5 12,2 14,8 2,2 9,5 12,3 17,4 12,7 
1975 11,3 8,6 11,8 12,7 14,1 12,1 3,6 10,0 12,9 -0,2 . 8,5 10,9 16,5 10,1 
1976 11,1 9,4 12,9 11,9 13,1 11,8 3,8 10,6 14,6 -0,1 9,4 11,3 16,9 10,1 
1977 10,4 8,9 12,9 8,8 12,7 11,9 5,8 10,7 14,3 0,6 10,1 11,4 17,5 9,8 
1978 10,6 8,8 13,4 7,7 12,8 12,1 6,6 11,4 14,1 1,2 10,3 11,7 18,0 10,7 
1979 10,2 8,5 13,5 7,1 12,2 11,9 5,5 12,3 13,5 1,5 9,7 11,6 17,8 10,7 
1980 10,2 7,5 12,5 8,7 12,0 10,8 3,7 12,3 13,1 1,3 8,7 10,9 16,4 10,8 

1981 9,0 7,5 11,8 6,7 10,4 10,4 4,9 11,4 13,5 1,2 8,3 10,3 16,4 10,5 
1982 9,6 8,6 11,8 5,8 11,0 10,4 5,6 11,3 14,0 1,4 9,2 10,5 14,6 10,5 
1983 10,0 8,9 12,7 3,5 10,0 10,5 5,2 11,2 14,7 1,5 10,0 10,8 16,0 10,3 
1984 10,3 9,9 13,3 4,6 11,4 10,9 5,6 12,2 16,5 1,7 10,2 11,5 17,9 10,3 
1985 10,9 10,1 13,6 4,1 12,0 11,4 6,4 12,6 17,2 1,7 10,6 11,9 18,5 11,0 
1986 11,6 10,0 14,1 5,3 13,1 12,8 6,7 13,8 16,8 1,8 9,9 12,5 18,4 12,0 
1987 12,0 9,2 14,1 5,9 14,0 13,0 7,5 13,9 15,5 1,8 10,4 12,7 19,1 12,3 
1988 13,2 9,5 14,8 6,1 13,8 14,0 16,1 10,6 19,8 12,2 
1989 10,3 15,3 14,4 14,0 17,1 10,1 20,6 12,8 
1990 20,6 

a Gross operating surplus on gross capital stock, from OECD data and definitions. 
Source: The OECD Business Sector Database. Working paper No 99, May 1991. 

119 



Study No 2 - The profitability of fixed capital and its relation with investment 

Table 4 

Private sector - gross profitability index• (Index 1961-73 = I 00, unless otherwise indicated) 

s• DK D G R E' f<' 

1961 112,6 108,6 74,1 
1962 103,5 101 ,4 66,1 
1963 94,3 97,1 100,1 72,3 
1964 110,8 102, l 110,1 128,0 84,1 
1965 102,5 101 ,4 116,1 119,3 87,8 
1966 98,0 96,4 99,1 114,2 91 ,5 
1967 93,4 93,6 94,1 95,4 96,6 
1968 93,4 105,0 77,1 96,9 102,5 
1969 99,8 105,7 95 ,1 101 ,0 109,9 
1970 110,8 93,4 97,1 108,1 95,4 111 ,4 

1971 94,8 87,0 96,4 105,1 88,7 111 ,4 
1972 94,8 103,5 97,9 10 1, 1 81,1 114,4 
1973 99,7 108,0 97,1 154,1 80,1 118,0 
1974 91,3 88,8 87,9 148,1 79,0 104,0 
1975 78,7 78,7 84,3 127,1 71 ,9 89,3 
1976 77,4 86,1 92,1 119,1 66,8 87,1 
1977 72,5 81,5 92, 1 88,1 64,8 87,8 
1978 73,9 80,6 95,7 77,1 65 ,3 89,3 
1979 71 ,1 77,8 96,4 71,1 62,2 87,8 
1980 71,1 68,7 89,3 87,1 61 ,2 79,7 

1981 62,7 68,7 84,3 67,1 53,0 76,7 
1982 66,9 78 ,7 84,3 58,0 56,1 76,7 
1983 69,7 81 ,5 90,7 35,0 51 ,0 77,5 
1984 71 ,8 90,6 95,0 46,0 58, 1 80,4 
1985 76,0 92,5 97, 1 41 ,0 61 ,2 84, I 
1986 80,8 91 ,5 100,7 53 ,0 66,8 94,4 
1987 83,6 84,2 100,7 59,0 71 ,4 95,9 
1988 92,0 87,0 105,7 61 ,0 101 ,8 
1989 94,3 109,3 106,2 
1990 

a Index of gross operating surplus on gross capital stock, from OECD data and definitions. 
b 1970-73 = 100. 
' 1964-73 = 100. 
d 1963-73 = JOO. 

' 1965-73 = 100. 

Source: The OECD Business Sector Database. Working paper No 99, May 199 1. 

estimates, i.e. cumulation of very long gross investment series 
weighted by a statistical survival function . 

The indicator is, therefore, not the same since it relates to 
the ratio of gross operating surplus to gross capital. 

At the global macroeconomic level, it appears (see Graph 
1) that the overall profiles of gross versus net operating 
surplus are not basically different except for a widening 
discrepancy between the two. Given the orders of magnitude 
depreciation is a much larger proportion of gross operating 
surplus than of gross capital. One may thus expect the gross 
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IRL NL• p UK• EU R 12• USA JAf'C 

96,6 99,6 103,5 85,9 
93,1 102,6 94,9 :93,0 

100,0 94,4 101 ,3 100,2 :96,3 
96,6 86,9 103,5 105,4 100,1 

112,1 92,9 114,3 106,3 107,8 80,5 
79,3 100,3 114,3 101 ,0 111 ,6 89,3 
91 ,4 103,3 101 ,3 102,8 108,9 100,8 

106,9 110,1 105,6 103,6 107,2 112,2 
108,6 116,8 103,5 99,3 100,7 117,4 
86,2 105,6 103,1 97,0 92,3 101 ,9 92,5 118,4 

82,8 92,9 95,9 86,2 95,8 98,0 94,7 97,6 
127,6 97,4 99,2 84, 1 95,8 99,2 97,4 95,0 
119,0 97,4 101 ,8 90,5 97,5 101,0 104,0 88,8 
60,3 91 ,4 95,9 47,4 82,7 91,3 95,2 66,0 
62,1 74,9 83,6 -4,3 74,0 80,6 90,3 52,5 
65,5 79,4 94,7 -2,2 81 ,9 83,9 92,5 52,5 

100,0 80,1 92,7 12,9 88,0 84,4 95,7 50,9 
113,8 85,4 91,4 25,9 89,7 86,7 98,5 55,6 
94,8 92,1 87,5 32,3 84,5 86,1 97,4 55,6 
63,8 92,1 84,9 28,0 75,8 81 ,3 89,7 56, l 

84,5 85,4 87,5 25,9 72,3 76,4 89,7 54,5 
96,6 84,6 90,8 30,2 80,1 78,3 79,9 54,5 
89,7 83,9 95,3 32,3 87, l 80,3 87,5 53,5 
96,6 91 ,4 107,0 36,7 88,8 85,4 97,9 53,5 

110,3 94,4 111,5 36,7 92,3 88,5 101 ,2 57,1 
115,5 103,3 108,9 38,8 86,2 92,8 100,7 62,3 
129,3 104,1 100,5 38,8 90,6 94,1 104,5 63,9 

104,8 104,4 92,3 108,3 63,4 
104,8 110,9 88,0 112,7 66,5 

112,7 

profitability per unit of gross capital to be somewhat higher 
than the net equivalent ratio and the discrepancy between 
the two to be growing through time. 

Finally, the chronological coverage is less homogeneous than 
in the whole economy database which makes comparisons 
somewhat awkward. It appears, however, from Table 3 and 
from Graph 6, that the evolutions are quite similar, with the 
gross private sector series systematically above the net, whole 
economy series. At country level, the conclusions arrived at 
in Section 3 also seem to hold as regards Germany and 



The Netherlands vs. the other most favoured countries and 
between the catching-up countries. 

Finally, according to the OECD experts, the series are based 
on comparable items from country to country and should 
therefore be usable for cross-country comparisons in terms 
of the effective level of the profitability rate, except for the 
usual restriction about the imputed wage of self-employed. 
Table 3 gives therefore the computed profit rates . As can be 
seen for the Community between 1970 and 1988, the gross 
profitability rate fluctuated within a fairly narrow margin, 
between a maximum of 13, 7 % in 1970 and a minimum of 
I 0,3 % in 1981. Among countries, the highest rates in recent 
years are measured for West Germany and The Netherlands 
(which is consistent with the observations made in Section 
3), together with Spain. At the other end, the lowest rates 
are observed in Ireland, Greece and Portugal, a fact which, 
for the latter two countries, is probably strongly linked to 
both the uncertainties about self-employed imputed income 
and to the still important weight of the agricultural sector. 

3.2. Manufacturing industry 

The Eurostat sectoral database also contains gross capital 
stock series for a large number of sectors according to the 

Conclusions 

NACE-CLIO nomenclatures. Those series are presently re
estimated but not yet fully available for all countries. 

However, since a full sectoral analysis of profitability would 
go much beyond the scope of this study, the existing material 
may also provide a basis for comparison, at least for the 
four major countries and for aggregate 30-industry- of the 
nomenclature. The latter represents about I /4 of the private 
sector as a whole. 

Here again, the data cover different periods and the evol
ution of the profit rate since the 1960s for Germany seems 
surprising (see Table 5). As a rule, however, this industry 
indicator also confirms the general evolution given by the 
former one, i.e. a strong decline from the beginning of the 
1970s to the beginning of the 1980s and a recovery after
wards. It is worth noting, however, that for manufacturing 
industry, profitability rates for the average of the main four 
countries are still significantly below the rates prevailing in 
1970. 

As a whole thus, the profitability index computed for the 
whole economy by a simple and somewhat crude approach 
is not contradicted by more disaggregated and sophisticated 
approaches when it comes to assessing global evolutions of 
a structural nature over a medium-term horizon. They may 
thus be integrated into the ususal macro-indicators used in 
policy analysis. 

4. Conclusions 

The available statistics permit estimation of profitability 
indicators for the whole economy which are consistent with 
more disaggregated analysis. The major results are that in 
net terms, the profitability of the fixed capital stock for the 
economy as a whole was at 94 % of its 1961-73 level in 1990. 

Thus, although some effort will still be required to achieve 
further improvement, profitability conditions at the thres
hold of the 1990s were compatible with the resumption of 
sound, sustainable growth in the new decade. 

Up to now, the cyclical downturn registered in the Com
munity in 1991 does not constitute a threat to these achieve
ments. Even though profitability does exhibit a slight decline 
in 1990-91 , this bears no comparison with the outright col
lapse of these indicators in 1973/74 and 1979/81. 

The profitability conditions necessary to maintain the 
growth of the capital stock as a basic determinant of the 
Community's medium-term growth prospects are therefore 
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secure and hold out the promise that the current slowdown 
in the rate of growth will only be temporary. This favourable 
conclusion could, however, be severely jeopardized if the 
cyclical trend discernible in 1990-91 were to extend into the 

Table 5 

medium term. Control over the growth in unit labour costs 
should therefore continue to be an economic policy priority 
so as to ensure that the profitability conditions essential to 
a recovery in growth are preserved. 

Gross profitability of fixed capital stock in manufacturinga (Gross operating surplus/gross fixed capital stock) 
( Levels ( in %) and indices) 

D F UK EUR4 

Level lndexb Level lndexc Level lndexb Level Indexc Level Index 

1961 24,8 126,4 23,2 115,9 
1962 21,5 109,6 20,9 104,4 
1963 19,7 100,4 19,1 95,4 
1964 21,1 107,5 18,3 91,4 
1965 20,5 104,5 19,2 95,9 
1966 18,6 94,8 20,4 101,9 
1967 18,6 94,8 20,5 102,4 
1968 20,5 104,5 21,3 106,4 
1969 21,8 111,1 20,9 104,4 
1970 18,6 94,8 15,7 98,4 22,1 110,4 16,4 111,2 18,2 108,7 

1971 17,0 86,6 15,7 98,4 18,6 92,9 14,8 100,3 16,5 99,0 
1972 16,5 84,1 15,6 97,8 17,8 88,9 15,3 103,7 16,3 97,5 
1973 15,9 81,0 16,8 105,3 18,0 89,9 12,5 84,7 15,8 94,8 
1974 15,1 77,0 14,8 92,8 18,0 89,9 9,0 61,0 14,3 85,5 
1975 13,6 69,3 11,5 72,1 13,5 67,4 7,3 49,5 11,6 69,4 
1976 14,6 74,4 12,1 75,9 16,4 81,9 8,3 56,3 12,9 77,4 
1977 14,4 73,4 12,4 77,7 16,5 82,4 10,4 70,5 13,4 80,5 
1978 13,8 70,3 13,1 82,1 17,1 85,4 10,3 69,8 13,6 81,3 
1979 13,1 66,8 13,1 82,1 18,8 93,9 9,1 61,7 13,5 80,8 
1980 11,1 56,6 10,8 67,7 20,6 102,9 8,1 54,9 12,5 75,0 

1981 10,0 51,0 9,5 59,6 19,6 97,9 7,9 53,6 11,6 69,5 
1982 10,4 53,0 9,4 58,9 19,0 94,9 9,3 63,1 11,9 71 , I 
1983 11,9 60,6 9,6 60,2 18,4 91,9 9,8 66,4 12,3 73,8 
1984 12,1 61,7 9,8 61,4 19,5 97,4 9,9 67,1 12,7 76,1 
1985 13,0 66,2 10,4 65,2 20,6 102,9 10,5 71,2 13,5 80,9 
1986 13,5 68,8 12,1 75,9 21,0 104,9 11 ,5 78,0 14,4 86,3 
1987 12,7 64,7 
1988 12,7 64,7 

a Based on Eurostat data and definitions. 
b 1961-73 = 100. 

' 1970-73 = 100. 
Sourn•: Eurostat and Commission services. 
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Box: Methodological problems 

An adequate and economically meaningful definition of the rate 
of profit and its interpretation for a given economic problem 
raises a number of conceptual and measurement issues. More 
specifically the very definition of the profit rate retained is 
conditioned by the kind of analysis for which it will be used. 

The measures of profitability used in this study can - with the 
exception of the capital stock - be constructed from infor
mation available in national accounts (gross operating surplus, 
depreciation and gross domestic product). Conceptual and 
measurement problems arise, therefore, mostly from the ac
counting conventions underlying the definition of gross op
erating surplus. Therefore, we will discuss this component and 
its suggested modification in more detail. 

Gross operating surplus is commonly defined as GDP at factor 
cost minus the total wage cost of employees. Using GDP at 
factor cost rather than at market prices takes account of the 
fact that the return of enterprises is increased by subsidies. On 
the other hand, indirect taxes are excluded from profits since 
this is the part of value-added that goes directly to the State. 
Turning first to the conceptual problems of this measure as 
regards its role in determining investment it is useful to look at 
its counterpart at the firm level, namely gross profits defined as 
revenue minus variable costs - including wages, financial 
charges and intermediate material inputs. 

Gross profits can also be regarded as the sum of 'normal' profits 
(in the sense of that rate of profit able to keep firms in operation 
in a perfect competition, long-term equilibrium) and rents. Part 
of normal profits are capital costs or in other words a market 
return on capital which includes a risk premium, the cost of the 
renewal of the capital stock used up, a return on entrepreneurial 
activities and the income of the self-employed. 

On top of covering normal profits a firm may earn rents due to 
favourable market conditions like for example a temporary 
leadership in product or technological innovations. Another 
reason for rents could, however, also be the existence of imper
fect market structures which preclude the entry of new competi
tors into the specific market segment. The prospect of earning 
extra rents must theoretically be regarded as the main driving 
force for net investment on the firm level. As long as the 
(expected) return at new investment projects does not exceed 
capital costs there is no incentive for firms to invest in risky 
projects. 

Seen from this perspective only a fraction of profits would be 
relevant for investment decisions and the broad definition of 
profits as suggested above is only a rough indicator of investment 
determination. Unfortunately the individual components of pro
fit are only partially observable which makes it difficult to 
separate them. This discussion suggests that at least depreciation 
of the capital stock and the income of the self-employed should 
be subtracted from profits since they clearly represent a cost 
component. Obeying standard conventions these components 
are observable up to some measurement errors. 

Conclusions 

Whether capital costs should be subtracted from profits is less 
clear. While theoretically it is a cost component, there are at 
least two reasons for including it in a profit measure. The first 
reason is because of measurement problems : the computation 
of capital costs requires consideration of marginal corporate tax 
rates, investment tax credits and depreciation allowances which 
require a detailed knowledge of national tax systems in order to 
make meaningful comparisons of capital costs across countries 
and over time. 

On the other hand, it can also be argued that the global measure 
of profits including capital costs may be relevant for investment 
decisions if the firm faces financing constraints, i.e. if capital 
markets are not perfect. Under these circumstances retained 
earnings become an important source of finance for investment, 
thus making of the 'extensive' definition of profits a better 
indicator for investment than theory suggests. 

For practical purposes and given the theoretical ambiguities, 
gross operating surplus net of depreciation (net operating pro
fits) and corrected for the income of the self-employed will be 
the macroeconomic measure of profit used in this study. 

Additional measurement problems arise in looking at the rate 
of profit from an aggregate perspective when one wants to relate 
it to the stock of fixed capital. 

Profits as reported in national accounts do not only contain 
earnings of the corporate sector but also the imputation of 
rents to the owners of houses. In the same way, profits of the 
agricultural and banking sector appear in the nominator of 
the profit rate, but are to a large extent the return from land 
and from financial assets which are excluded from the stock 
of fixed assets which constitutes the denominator of the profi
tability indicator. However, when the aim of the analysis is a 
macroeconomic evaluation of the profitability of the economy 
as a whole, the national accounts definition remains appro
priate. 

Correcting profits for the income of the self-employed poses 
some statistical difficulties. The imputed labour income of the 
self-employed is commonly based on the assumption that their 
income is equal to average wage costs of employees. The 
relevance of the measurement problem using aggregate data 
depends crucially on the relative size of sectors with a high 
fraction of self-employed, such as retail trade and agriculture. 
By comparing profit rates over time and across countries it 
should therefore be kept in mind that the sectoral composition 
and changes therein can bias the comparisons, a problem that 
seems acute only in some of the smaller countries of the EC, 
most notably Greece. 

Problems may also arise for the measurement of depreciation 
which is necessary for the construction of net operating sur
plus and the net capital stock. Here the problem is mainly due 
to the heterogeneity of the capital aggregate, which includes 
capital goods with very different lifetimes. Usually, only very 
limited information about the actual service lives of capital 
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goods are available and uncertain assumptions on time-et~ 
ficiency profiles and survival rates must be made. Also de
preciation depends in principle on economic conditions and 
should vary with changes in relative factor costs. In practice 
constant survival functions are used which do not take these 
factors into account. This may affect the cyclical behaviour 
of the profitability indicators but should have little effect on 
the overall trends. 

Finally, on the aggregate level the treatment of the govern
ment sector needs special attention. An aggregate measure of 
income from profit and wealth should not include interest 
payments on the government debt. Under the usual account
ing conventions government interest payments do not appear 
as part of gross operating surplus. While they are included in 
the income accounts of households and the corporate sector, 
they are subtracted from the government profit income before 
calculating the government contribution to national income. 

In the present study, these qualifications should have limited 
impact at the global level which is the main focus of the analysis 
and the construction itself of a net operating surplus aggregate 
does not run into problems of statistical availability since all 
constituent elements are published in the National accounts 
statistics and in sectoral databases. A profit rate per unit of 
value-added can thus readily be computed as 

Net operating surplus 
Unit profit rate = 

Value-added 

The link between profit and investment requires, however, the 
construction of a profitability indicator for fixed capital and, 
hence, fixed capital stock data which are not published in the 
National accounts system and have to be constructed. Due to 
problems of statistical availability, all measurements, either at 
a sectoral or at global level, require strong assumptions about 
the length of life and survival rate of capital goods that can 
generally not be checked against the data. 

Should the length of life and survival rate be known, the con
struction of gross capital stock data in real terms would require 
the cumulation of past real gross fixed capital formation over 
the maximum length of life of the capital goods and weighted 
by their probability of still being in operation. It is clear that, 
as soon as buildings and similar assets are included in the capital 
stock, the length of time period to be covered by the fixed 
investment data can easily exceed 50 years and implies a con
siderable amount of extrapolation and data mining. This ap
proach, however, is the one retained by the OECD and Eurostat 
for their sectoral estimates. 

The net capital stock can then be derived by deducting de
preciation with its attendent measurement problems referred to 
earlier. The justification for using net rather than gross concepts 
is the fact that the gross measure is not capital advanced. Indeed 
the fraction of gross capital already accounted for as capital 
consumption is no longer part of the immobilized funds since it 
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has been incorporated into costs and recovered within unit 
receipts, i.e. prices. 

For the overall macroeconomic measure of domestic fixed capi
tal profitability for the whole economy, the direct approach 
could not be retained since it would have required real total 
investment series going back to 1870 for all member countries 
(plus United States and Japan for comparison purposes) which 
makes the data problem intractable. 

A simplified approach has therefore been used, using a perpetual 
inventory technique based on a benchmark rather than on 
cumulation. Real net capital stock series (KN) were built as 

KN
1

_ 1 + VB
1 

- D
1 

real gross fixed capital formation, National 
account definition 

D1 real depreciation, National account definition 

This formula requires, of course, a starting value, i.e. an estimate 
of the capital stock in the initial year of the period covered, in 
this case 1960. This benchmark may either result from a directly 
available estimate or on an assumption based on all existing 
information on the capital-output ratio prevailing in 1960. The 
latter approach has been retained here. 

It must be pointed out that although it makes the starting levels 
of the capital stock somewhat arbitrary, the influence of this 
initial value quickly diminishes as time goes on, since towards 
the end of the period, the net capital stock is mostly determined 
by the cumulation of net investment which are made up of 
observed data. Furthermore a sensitivity analysis has shown 
that even substantial variations of the capital-output ratio (from 
2,5 to 3,5 around a retained value of 3.0 in 1960) do not affect 
the overall profile of the profitability series although, of course, 
their absolute levels differ. 

For these reasons, the profitability rate of the fixed capital stock 
will not be given in the tables and graphs as a proportion of the 
fixed capital stock but as an index, using as basis the average 
profitability of the full-employment, high-growth period 1961-
73. The uncertainty about the profitability level also explains 
why they cannot be compared from country to country in a 
given year. Thus only the chronological evolution over 1961-90 
can be used for inter-country comparison. 

It should be noted that unit profit rate and profitability of the 
fixed capital stock are related since the profitability of fixed 
capital is equal to the profit rate per unit of GDP times the 
average productivity of capital (itself equal to the inverse of the 
capital output ratio). 

More formally, we have 

Net operating surplus 

Capital stock 

Net operating surplus 

Value-added 
X 

Value-added 

Capital stock 



Given the presence of the capital productivity terms, the two 
series are not equivalent and may have divergent evolution 
through time as, for instance, when the unit profit rate goes 
up in a period of capital deepening depressing the apparent 
productivity of the capital stock. It may, therefore, happen that 
a strong recovery of unit profit rate will not be sufficient by 
itself to restore fully the profitability of capital. 

This fact can be better appreciated by pushing the decomposition 
further : the capital productivity term itself can be broken down 
into the product of the average labour productivity times the 
inverse of capital intensity 

Value-added 

Capital stock 

Value-added Employment 
X 

Employment Capital stock 

Thus, the evolution of capital profitability will be influenced by 
three interlinked factors. All other things being equal, profita
bility will increase if 

(i) the share of profit in GDP increases 
or (ii) labour productivity increases 
or (iii) capital intensity decreases 

or any combination of the three. 

Conclusions 

Since these factors may sometimes act in conflicting directions, 
the restoration of capital profitability may be more elusive than 
the improvement of the unit profit rate. 

Thus, to take but a small sample of stylized cases, profitability 
will at best barely improve 

(a) if the increase in profit shares due to wage moderation goes 
together with a fall in the average productivity of labour; 

(b) if an increase in labour productivity comes only via an 
increase in the capital intensity of the production process. 

Conversely, a growth of real wages at a rate higher than average 
productivity, resulting in a fall of unit profit rates will not (or 
hardly at all) cause a decrease in capital profitability if it goes 
together with a reduction of capital intensity. In other words, 
in such circumstances, although it might appear paradoxical, 
substitution of labour by capital (hence an increase in capital 
intensity) will be counterproductive in the medium term for 
profitability if there is no reversal of the gap between real wages 
and productivity growth. 
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Summary 

Summary 

The growth of total employment in the Community between 1983 and 1990 was by far the largest registered since its creation. 
Unemployment, however, remains very high. This state of affairs results both from supply and demand factors. On the supply 
side, the expansion of the labour force remained significant as in former years but showed a marked change in structure with a 
larger contribution of net migration and, for the first time, an absolute decline in the number of workers less than 25 years old 
as a result of the ageing of the workforce. On the demand side, growth became considerably more labour-creating than had been 
the case since 1960 as a result of numerous combined factors linked to the composition of growth in terms of the utilization of 
production factors, the increased share of part-time work and service activities, wage moderation and the general stance of 
economic policies. However, the level of real GDP growth achieved in those years proved too low, despite its high labour 
intensity, to both absorb the expansion of the labour force and simultaneously reduce unemployment by a large amount. The 
analysis of the unemployment structure also shows that some specific rigidities still exist on the EC labour market. It will thus 
be the task of future policies, both general and labour-market oriented, to further improve the flexibility of the market and to 
ensure the maintenance of a sound, sustainable and labour-intensive growth path in the medium term in order to fully restore in 
the Community the full employment conditions that prevailed during its first JO years of existence. 

1. Introduction 

Two features have dominated the evolution of the EC labour 
market since 1983: 

(i) The longest period of uninterrupted growth in total em
ployment since 1960 was registered between 1983 and 
1990. Furthermore, the amount of net employment posts 
created is, at 9 million, twice as large as the maximum 
ever reached in former employment growth periods (4,5 
million in 1968-74) and represents 75 % of the total 
net employment creation in the Community since its 
creation. 

(ii) Unemployment, however, remained very high through
out the period and fell by only 1,3 million people between 
1983 and 1990, still leaving more than 12 million out of 
work in the EC in 1991 as against 3 million in 1960. 

At first glance, it might thus seem that, while in restoring 
the basis for a sound and durable growth process, the Com
munity won a clear victory on the labour creation front, it, 
at the same time, somehow lost the battle against unemploy
ment. 

Since the latter results from a discrepancy between the supply 
and demand of labour, both elements need to be analysed 
before turning to the structure of unemployment itself in 
order to better understand the 1983-90 evolutions. 1 

Section 2 of the study will thus deal with the evolution of 
labour supply and with its main determinants, i.e. demogra
phy, net migration and participation rates. 

The main elements of the evolution of labour markets in the EC 
are covered regularly and in more detail in Employment in Europe, 
Commission of the European Communities, Directorate-General for 
Employment, Industrial Relations and Social Affairs. See notably the 
1989, 1990 and 1991 issues. 

Section 3 will present the most likely explanations of the 
strong acceleration of labour demand in 1983-90 and analyse 
in turn the impacts of the changes in the relation between 
employment and output growth, in the composition of em
ployment itself, in the structure of output and finally the 
changes in the relative use of factors of production. 

Section 4 will consider the structure of unemployment and 
the evolution of specific problems that appeared during the 
1970s and beginning of the 1980s, such as the discrepancy 
between male and female unemployment, youth unemploy
ment and long-term unemployment. It will be followed by 
the conclusions. 

Finally, it should be noted that, in order to maintain the 
homogeneity of the data for all time periods used in this 
study, the definition of the Community and of the EUR 12 
statistical aggregates is the one prevailing before the unifi
cation of Germany. 

2. Evolution of labour supply in the EC 
since 1983 

For the economy as a whole, labour supply results from two 
determinants: 

(i) demography and migration both determine total popu
lation and the number of people in the conventional 
working age groups (15 to 65 years old) which may be 
called for short 'potential' labour supply, and 

(ii) the participation rate which measures the willingness of 
the members of the potential labour supply to actually 
seek employment and become part of the effective lab
our supply, also called active population which is equal 
by convention to the sum of employment and registered 
unemployment. 
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Before analysing the behaviour of these determinants be
tween 1983 and 1990, it should be understood that the study 
of labour supply is inherently complex since it involves not 
only economic factors but also social values and cultural 
elements which may vary considerably from country to coun
try. The overall EC evolution may therefore hide wider 
differences between Member States in the field of Jabour 
supply than in the employment domain. 

Table 1 

Decomposition of growth in the labour force, EUR 12 
( contribwion to average annual growth rates in percentage points) 

1975•80 1980·85 1985·88 

Change in population 

Both sexes 15-24 0,33 0,14 -0,11 
25-54 0,38 0,45 0,52 
~55 0,14 0,15 0,15 
all ages 0,86 0,74 0,56 

Change in participation 

Both sexes 15-24 -0,04 -0,10 0,06 
Men 25-54 -0,21 -0,10 -0,14 
Women 25-54 0,41 0,45 0,58 
Men ~55 -0,21 -0,20 -0,16 
Women ~55 -0,04 -0,08 0,00 
Both sexes all ages -0,10 -0,02 0,34 

Total growth 0,74 0,71 0,90 

Source: OECD employment outlook. 

2.1. Demographic factors 

2.1.1. Total population 

Between 1983 and 1990, total population in the EC grew 
from 320 to 328 million people, i.e. by 0,35 % per year on 
average. This growth can be attributed equally between 
natural increase and net migration. 

The equal weight of natural increase and migration is pecul
iar to the 1983-90 period since in earlier periods the share 
of net migration was much lower. Two elements contributed 
to this new development: 

(i) since all EC countries (except Ireland) at present have 
fertility rates lower than the critical threshold (2, I chil
dren per woman) ensuring the renewal of generations, 
the contribution of natural increase to population growth 
is on a decreasing trend; 
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(ii) net migration was strongly influenced in 1988-90 by the 
large inflow of East European migrants of German origin 
into Germany. I 

Compared to former periods the growth of total population 
is the same as in 1975-83 (0,36 % p.a.) but about half that 
registered in 1960-75 (0,72 % p.a.). 

Future perspectives,2 based on the maintenance of present 
fertility rate and a progressive return to a zero rate of net 
migration, assume a slight positive rate of growth (0, 11 % 
p.a.) until the year 2000, followed by a decrease of total 
population which should fall by 2020 to its 1990 level. 

Such projections should, however, be taken with great care 
since former 'baby boom' experiences have shown that fer
tility rates may recover as unexpectedly as they fell and 
quickly restore a high rate of natural increase. 

Besides, as already shown in 1988-90 in Germany, net mi
gration may offset a falling natural increase and, in that 
domain, projections are even more problematic. Indeed, the 
migration question is already creating serious social and 
political problems in some Member countries and official 
policies in this field are not always clearly defined. Further
more, the potential supply of external migrants is not under 
control of the EC since it is strongly influenced by political 
and economic developments abroad. The question is there
fore extremely complex and goes beyond the scope of the 
present study. 

To sum up, it appears that population growth in 1983-90 is 
neither smaller nor larger than in the previous eight-year 
period but may slow down considerably in future years, with 
net migration as a major source of uncertainty. 

2.1.2. Population in working age groups 

The share of the population in working age groups in total 
population increased from 66,1 % in 1983 to 67,3 % in 1990. 
Potential labour supply grew thus at a faster rate (0,55 % 
p.a.) than total population: in fact, by its very definition, 
the population in working age groups reacts to decreases in 
fertility rates with a 15-year lag. However, the 1983-90 period 
already shows a strong deceleration with respect to 1975-83 
(when the impact of the post-war baby boom was still fully 

Whereas net migration per I OOO inhabitants remained stable or de
creased in the 11 other Member countries, it grew from 1,5 in 1985 to 
15,7 in 1989 in West Germany. 
Eurostat, Demographic statistics, 1991. 



felt) and the deceleration process will amplify in the future: 
under the same assumptions as for total population, poten
tial labour supply should reach its maximum around I 995-
96, remain broadly constant to the year 2000 ( at about 222 
million people) and fall afterwards to only 211 million in 
2020, as against 220,5 million presently. 1 

This quantitative evolution should go together with a far
reaching qualitative change in terms of average age of the 
workforce. 

The population in working age groups covers a very broad 
range and is more conveniently subdivided into three stan
dard categories: 

(i) young workers (15 to 24 years old) 

(ii) prime age workers (25 to 54 years old) 
(iii) older workers ( 55 years and above) 

The evolution of these categories since 1970 (see Table 1) 
shows that the present slowdown in the growth of the poten
tial labour supply is mostly due to a decline in young workers 
cohorts that is not fully compensated by increases in the 
prime age group. 

The ageing of total population and potential labour force 
will affect the EC countries in numerous ways. As regards 

Eurostat, Demographic statistics, 1991. 

Table 2 

Participation rates of specific groups 

Men and women 
aged 15-24 

1983 1986 1989 1983 

B 40,2 38,7 33,1 56,6 
DK 59,7 70,5 70,4 85,6 
D 50,4 55,0 55,6 53,3 

GR 39,1 35,6 36,4 41,0 
E 42,2 42,8 
F 48,2 46,2 41,3 63,8 

IRL 54,8 50,7 45,7 28,9 
I 44,2 43,7 44,4 43,7 
L 51,6 53,6 48,6 36,4 

NL 44,3 47,0 54,1 39,9 
p 57,5 54,8 
UK 58,5 64,1 67,2 60,9 

EURloa 49,7 51,5 51,5 53,9 
EUR 12 50,5 50,4 

• EUR 12 without Spain and Portugal. 

Source: Eurostat. Labour force survey, 1983, 1986 and 1989. 

Evolution of labour supply in the EC since 1983 

the labour market, opinions converge towards a net negative 
impact through a general loss of dynamism, entrepreneurial 
spirit and willingness to take risks. Labour mobility, which is 
already fairly low in Europe, would further decline, affecting 
negatively the efficiency of the labour market in reallocating 
labour. Finally, the maintenance of promotion systems based 
on seniority in the face of an ageing labour force would 
increase the average cost of labour and create serious prob
lems among the (few) young workers who would see their 
promotion possibilities severely limited. 

Given the 15-year lag in the reaction of the potential labour 
supply to changes in fertility rates, the ageing of the popu
lation in working age group cannot be reversed in the short 
or even in the medium term, except by net migration. It will, 
therefore, become increasingly evident in the 15 to 20 years 
to come. 

2.2. Participation rates 

The effective labour supply grew in 1983-90 at an average 
annual rate of 0,8 %, i.e. significantly faster than the popu
lation in working age groups. This resulted from an increase 
by one percentage point in the average participation rate,2 

Defined as the ratio of active population over population in working 
age groups. 

(in%) 

Married women Men 
aged 25-49 aged 50-64 

1986 1989 1983 1986 1989 

60,3 62,7 64,9 55,2 51,7 
87,2 88,7 75,1 74,7 76,7 
54,8 56,6 75,1 71,7 72,0 

45,7 50,2 78,0 73,7 70,0 
29,9 39,1 74,4 70,8 
67,2 68,3 64,9 60,2 57,5 

31,5 36,7 80,7 77,4 74,7 
46,5 50,8 68,7 66,2 63,2 
37,9 39,7 58,8 59,4 55,5 

41,0 51,7 65,1 56,5 60,1 
62,5 67,9 72,3 72,4 
67,5 71,9 78,6 75,8 75,7 

57,4 60,9 71,7 67,9 66,7 
54,6 58,8 68,8 67,4 
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from 65,2 % in 1983 to 66,2 % in 1990. In absolute amounts, 
the increment between these two years represented 7,8 
million people, a figure quite similar to the 1975-83 increase 
(7,9 million). 

The impact of the change in participation rates may be 
measured by assuming the maintenance of the 65,2 % rate 
for the whole period, all other things being equal. In that 
hypothetical case, the increment in labour supply would 
have been 5,5 million. 

Thus, in 1983-90, about 70 % of the expansion of labour 
supply came from demographic factors and 30 % from the 
increase in the average participation rate. 

The latter, however, is not homogeneous across the age and 
sex distribution of the labour force (see Table I, bottom 
and Table 2). ln fact, most of the change in the global 
participation rate is due to a single category, i.e. prime 
age female workers, whereas the participation of other age 
groups of both sexes either declined or remained stable. 

Changes in participation rates are linked to economic, as 
well as cultural and sociological factors . 

(i) Economic factors - In economic analysis, the partici
pation rate is linked to the phase of the business cycle. 
During recession, the participation rate would decline due 
to 'discouraged worker' effect1, the lengthening of schooling 
or training periods in order to avoid or delay youth unem
ployment, pre-retirement schemes, etc. 

Conversely, expansionary phases of the cycle would corre
spond to increases in participation rates due to such factors 
as new entrants into the labour force or faster exit from the 
educational system. 

The evolution of the participation rate in 1983-90 is consist
ent with these 'economic' explanations since the EC regis
tered during those years the longest uninterrupted expansion 
phase of its history. 

(ii) Cultural and sociological factors - Cultural and socio
logical factors are mostly linked to the large increase in the 
female participation rate, which originates from, as far back 
as, the end of World War II . This phenomenon is linked to 
many factors from which one may enumerate the follow-up 
of women's massive participation in the labour force during 
the war period, the wish to become more financially indepen-

Killingsworth, M. R. , Labour Supply , Cambridge University Press,1981. 
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dent, the increased proportion of single or divorced women 
who need a professional income, the improvement in female 
education levels, better availability of part-time activities, 
etc. 

Against that must be weighted the considerable pressure of 
social and cultural values and particularly the attitude of 
major religions with respect to female professional activities 
which results in huge differences in female participation rates 
across Europe (see Table 2). 

(iii) Policy effects - Finally, labour market and social poli
cies may also affect participation rates, particularly of 
younger or older workers through the lengthening of the 
compulsory schooling period and decreases in the legal re
tirement age, or via the pre-retirement schemes used in some 
countries to statistically reduce old-age unemployment. 

The evolution of the participation rates in specific subgroups 
confirms these caveats (see Table 2). 

(i) The participation rate of married women in the prime 
age group increased significantly and continuously in 
the EC, but country rates still range from 39 % in Spain 
to 88 % in Denmark, the EC average being 59 %. There 
is therefore a large amount of unexploited labour poten
tial in the EC female population. As an example, an 
increase by I O points in the EC female participation rate 
(which would still leave it well below the rates prevailing 
in Scandinavian countries or in the UK) would bring 
11 million new entrants into the labour force . This 
hypothetical example demonstrates that the slow growth 
of population in working age groups expected for the 
next 15 to 20 years would not necessarily mean that 
labour supply would also dry up. 

(ii) The participation rate of older workers has effectively 
declined in all countries except Denmark, despite the 
ageing of the labour force . 

(iii) The trend for younger workers is, however, much less 
clear and does not reflect the expected impact of longer 
school attendance and larger participation in post-sec
ondary education. Besides country-specific reasons, this 
lack of a trend may be due to the appearance of a larger 
amount of work opportunities for young workers in 
the increased flexibility of the labour market that went 
together with the 1983-90 strong job creation phase. 
Another explanatory factor might be found in the attain
ment of a degree of saturation in the demand for higher 
education in some countries. 

To sum up, labour supply in 1983-90 was thus marked 
by an overall expansion which in absolute figures is the 



same as in the former 1975-83 period (about 8 million 
people) but with a lower demographic component com
pensated by an increased participation rate. The period 
also shows a clear decline in the young workers group 
within the labour force. 

3. Evolution of labour demand in the EC 
since 1983 

Between 1983 and 1990, the Community registered the most 
remarkable expansion of employment ever achieved, since 
its creation, in any sub-period. 

Total employment, which had declined from a peak of 127,7 
million people in 1980 to a minimum of 124,5 million in 
1983, started to recover from that year onward, exceeded its 
former maximum in 1987 and reached 133,6 million in 1990. 
In relative terms, this represented an average annual growth 
rate of I % during seven consecutive years, a rate twice 
as large as those reached in former periods of continuous 
expansion in labour demand. 1 Finally, the 1988-90 average 
of 1,6 % per year is higher than any individual yearly rate 
of growth observed from 1960 to 1985. 

Former rates: 0,4% in 1960-65, 0,6% in 1968-74 and 0,4% in 1975-
80. 

Table 3 

Employment thresholds for the Communitya 
(in% per year ) 

Country 1961-73 1973-79 1979-85 1985-91 

B 4,5 2,2 1,8 1,3 
DK 2,4 0,8b 1,4 1,3 
D 4,0 2,8 1,5 1,5 

GR 8,1 2,4b 2,1 0,8b 
E 7,5 4,3 1,8 2,6 
F 4,9 2,1 2,0 2,0 

IRL 4,3 4,4 2,7 3,2 
I 5,5 -0,7b 0,6b 2,6 
L 3,2 1,6b 1,9b 1,3 

NL 2,5 3,6 _l,5 1,8b 
p 7,0 3,6 2,4 4,0 
UK 3,0 1,4b 1,7 . 1,5 

EUR 12 4,4 2,2 1,9 1,6 

a Constant term in a seven.year moving average linear regression of real output growth on 
employment growth. 

b These estimates are statistically uncertain and may have a large margin of error. 

Source: Commission services. 

Evolution of labour demand in the EC since 1983 

Of course, real GDP also grew continuously at ever-increas
ing rates during the same period but its average rate of 
growth (2,9 % p.a.) was in fact smaller than in the former 
periods of labour demand expansion. 2. 

Thus, output growth had become, in 1983-90, considerably 
more labour-creating than ever before, as confirmed by the 
evolution of the employment threshold, i.e. the minimum 
rate of growth of real GDP that must be reached before 
employment starts growing. The latest estimates by sub
period (see Table 3) exhibit a clear decreasing trend in most 
countries. At the EUR 12 level, the employment threshold 
declined from 4,4 % in 1961-73 to 1,6 % in the second half 
of the 1980s. 

Among the possible explanatory factors of this remarkable 
evolution, five may be taken as most relevant. Since they 
are partly interdependent and overlapping, it would be ex
tremely difficult to measure precisely their respective influ
ence, but they all contributed to the greater labour intensity 
of output growth. 

Table 4 

Average weekly hours worked per person employed 

1983 1986 1989 

B 40,2 39,6 38,5 
DK 37,2 36,9 35,7 
D 39,9 39,7 39,1 

GR 45,9 43,8 43,7 
E 41,2 
F 40,1 39,2 39,2 

IRL 43,3 43,6 43,2 
I 39,9 39,6 39,8 
L 40,6 40,2 40,1 

NL 37,7 37,0 33,2 
p 44,4 43,8 
UK 38,5 38,7 38,9 

EUR 10a 39,7 39,3 39,0 
EUR 12 39,3 

• EUR 12 without Spain and Portugal. 

Source: Eurostat. Labour force survey, 1983, 1986 and 1989. 

(i) Reduction in average working time 

For a given level of GDP and productivity per hour worked, 
a reduction in effective working time per worker will increase 
the level of employment expressed in number of employees 

Former rates: 5,0 % in 1960-65, 4,4 % in 1968-74 and 3,1 % in 1975-
80. 
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needed to reach the same level of output. In practice, how
ever, reductions in working time generally go together with 
productivity gains so that the net employment creation is 
somewhat less than proportional to what the reduction in 
working time would suggest. 

For the Community as a whole, the reductions observed in 
1983-89 are somewhat limited. For the EUR 10 aggregate, 1, 

average weekly hours worked by all persons employed fell 
from 39,7 hours in 1983 to 39,0 in 1989, a cumulative 
reduction of 1,8 % . Since total employment growth over the 
same interval was about 6 % and taking into account the 
usual hourly productivity gains, it does not seem that the 
reduction in working time can explain a large share of the 
net employment creation. 

(ii) Increase in the share of part-time work. 

Mutatis mutandis, a shift from full-time to part-time work 
for a given level of output would have the same impact on 
employment as a reduction in working time. 

Table 5 

Share of part-time employment among employees 
( in percentage) 

1983 1986 1989 

men women men women men women 

B 1,9 20,7 2,1 25,2 1,8 28,0 
DK 7,1 46,3 9,2 42,7 9,9 40,6 
D 1,1 29,6 1,5 29,7 1,7 30,4 

GR 3,3 8,5 2,6 7,8 2,1 6,8 
E 1,0 11, I 
F 2,0 18,7 3,2 22,5 3,3 23,6 

IRL 2,4 11,9 2,8 12,4 3,4 15,3 
I 1,5 7,5 2,2 7,7 2,5 10,0 
L 1,0 17,1 1.9 16,5 1,8 16.4 

NL 6,8 49,5 6,1 49,8 14,8 58,4 
p 1,3 8,1 0,9 7,7 
UK 3,1 41,8 4,4 44,6 4,6 43,5 

EUR 10 2,3 27,8 3,1 29,6 3,8 30,8 
EUR 12 3,4 28,9 

Source: Eurostat. Labour force survey. 1983, 1986 and 1989. 

In this field, the changes between 1983 and 1989 as given in 
the EC Labour force survey are more significant than for 
working time, especially for female workers (see Table 5). 
From these data, the contribution of part-time jobs to total 
employment creation may also be derived (see Table 6). 

EUR 12 without Spain and Portugal. 
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Table 6 

Contribution of part-time employment and full-time employment to 
total employment creation• 

1983-86 1986-89 

Total Full-time Part-time Total Full-time Part-time 
(%) (% points) (%) (% points) 

B 3,1 1,5 1,6 1,8 0,7 I, I 
DK 10,0 9,1 1,0 -0,5 -0,1 -0,5 
D 2,1 1,5 0,6 3,5 2,5 1,0 

GR 6,9 3,2 3,6 1,9 3,3 -1,3 
E 12,6 11,9 0,6 
F 0,6 -1,6 2,2 1,1 0,7 0,4 

IRL -3,9 -3,1 -0,8 2,0 0,5 1,5 
I 0,4 0,0 0,4 0,6 -0,2 0,8 
L 2,8 2,8 0,0 3,4 2,7 0,7 

NL 7,9 5,6 2,2 12,3 -1,5 13,8 
p 8,1 7,7 0,4 
UK 4,7 I, I 3,6 8,0 6,2 1,8 

EUR 10 2,5 0,8 1,8 3,9 2,2 1,7 

. The sum of full-time and part-time contributions might not be equal to the total rate of 
growth due to rounding. 

Source: Eurostat. Labour force survey and Commission services. 

During the first half of the period (1983-86), the contribution 
of part-time activities to net employment creation was no 
less than 75 %. In 1987-89, this contribution was somewhat 
lower but still quite important (45 %). 

This evolution is consistent with the expansion of the services 
sector (see below) where part-time activities are easier to 
accommodate than in manufacturing. It may also corre
spond to a risk-averse behaviour from employers which, at 
the end of a recession and during the initial, uncertain phase 
of a recovery, would delay full-time recruitment (with its 
associated hiring and firing costs), preferring part-time work 
on account of its flexibility and lower cost. As time goes on 
and as the recovery appears durable, full-time employment 
would progressively become the norm again. 

The precise status of part-time activities is ambiguous, how
ever. These activities may, indeed, correspond to a wish for 
greater flexibility both for employers and employees and 
attract people who would not have been job-seekers in the 
absence of such opportunities. But it also happens that firms 
confronted with loss of output resulting from loss of market 
share, inadequate product mix or any other similar reasons 
may be tempted to reduce their labour costs by replacing 
full-time by part-time posts even though their manpower 
would prefer to work full-time . In that case, part-time work 
becomes a form of hidden unemployment. 



Table 7 

Satisfaction with part-time and full-time work in 1989 

would you prefer would you prefer would you prefer 
part·time to work to work full-

employment? full-time? or pan-time? 
(full-time workers) (part-time workers) (unemployed) 

No Yes Yes No Full- Part-
time time 

B 77 13 19 47 51 30 
DK 84 13 6 89 52 27 
D 83 17 8 92 22 19 

GR 86 14 78 22 89 10 
E 73 24 63 35 72 24 
F 77 19 89 II 28 70 

IRL 90 7 48 44 87 II 
I 68 32 49 51 
NL 86 12 18 78 39 54 
p 70 24 40 29 76 23 
UK 75 25 II 89 71 20 

EUR 12 77 22 37 61 52 35 

Source: Developments on the labour market in the Community. Results of a survey covering 
employers and employees, European Economy No 47, March 1991 , p.31. 

Table 8 

Sectoral shares in total employment 

1983 

Agriculture Industry Services Agriculture 

B 3,4 33,5 63,2 3,2 
DK 7,4 27,8 64,8 6,0 
D 5,7 41,2 53,1 5,0 

GR 30,0 27,1 42,9 28,5 
E 16,2 
F 8,4 33,3 58,3 7,6 

IRL 17,5 30,6 51,9 16,1 
I 12,0 36,0 52,0 10,5 
L 4,9 32,4 62,7 3,8 

NL 5,6 28,9 65,5 5,1 
p 21,5 
UK 2,5 35,9 61,6 2,2 

EUR 10a 7,7 35,8 56,6 6,8 
EUR 12 8,1 

• EUR 12 without Spain and Portugal. 
Source: Eurostat. lAbour force survey, 1983, 1986 and 1989. 

Evolution of labour demand in the EC since 1983 

Some quantitative appreciation of the share of desired versus 
undesired part-time activity may be derived from the ad hoe 
survey made by the Commission services in 1989 (see Table 
7). According to this survey, it appears that only 61 % of 
part-time workers do indeed prefer to work part-time, as 
against 77 % of full-time workers happy with their status. 

Thus, on this evidence, it seems that the expansion of part
time work in 1983-90 contributed significantly to the expan
sion of total employment and met the preferences of a large 
number of new entrants in the labour force, particularly 
among the female potential labour supply. However, the 
degree of dissatisfaction revealed by surveys about part
time jobs also points toward a substantial share of hidden 
unemployment among part-time workers. 

(iii) Changes in the structure of output 

As the degree of prosperity of an economy increases, a 
growing proportion of national income is spent on service 
activities. Since the services sector is generally more labour
intensive than manufacturing, an increase in its share in 
total output biases upwards the employment content of the 
growth process. 

( in percentage) 

1986 1989 

Industry Services Agriculture Industry Services 

32,0 64,8 3,3 31,4 65,2 
28,7 65,3 5,7 27,4 66,9 
40,3 54,7 3,9 40,2 56,0 

26,2 45,3 25,3 25,7 48,9 
31,8 52,0 13,2 32,7 54,2 
31,3 61,1 6,9 30,3 62,8 

29,7 54,2 15,5 28,8 55,8 
33,2 56,4 9,2 32,0 58,8 
30,0 66,2 3,8 29,2 67,0 

26,8 68,1 4,8 26,7 68,5 
33,9 44,5 19,3 34,6 46,0 
34,0 63,8 2,2 32,6 65,1 

34,0 59,2 5,9 33,1 60,9 
33,8 58,1 7,1 33,2 59,8 
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As shown by economic development models, the shift away 
from agriculture towards industry and, later on, away from 
these latter two towards services is a secular one in developed 
economies. The 1983-90 period is no exception to this trend 
and was marked by a four percentage point increase in the 
share of employment in services, which now represents 60 % 
of total employment (see Table 8). The major part of this 
change took place between 1983 and 1986 when, in fact, the 
growth of employment in services alone sustained the growth 
of total employment since, at that time, both agricultural 
and industrial employment were still declining. 

From 1986 to 1990, employment in agriculture continued to 
decrease but industrial employment recovered somewhat 
thanks to the considerable expansion of fixed investment and 
final demand during those years. Employment in services 
continued to grow at about the same rate as in the former 
period. 

Thus, the fast expansion of services and the corresponding 
larger potential for part-time activities were leading elements 
in the employment performance of the 1983-90 period. 

Table 9 

Sectoral employment performance" 

1983-86 

Total Agriculture Industry 

(%) (%points) 

B 3,1 -0,1 -0,5 
DK 10,0 -0,8 3,1 
D 2,1 -0,6 -0,0 

GR 6,9 -0,7 -0,2 
E 
F 0,6 -0,8 -1,8 

IRL -3,9 -2,2 -2,2 
I 0,4 -1,4 -2,7 
L 2,8 -0,7 -1,4 

NL 7,9 -0,1 -0,1 
p 
UK 4,7 -0,2 -0,6 

EUR 10 2,5 -0,6 -1,0 
EUR 12 

(iv) Labour market policies 

The appearance in the late 1970s of two-digit unemployment 
rates, the lengthening of the average unemployment period 
for some professional groups, the inadequacy revealed in 
some branches of professional teaching, the problem raised 
by old-age unemployment and other similar issues led 
governments in all Member States to launch specific labour 
martet programmes aiming at promoting employment, 
either in general or for specific groups. 

The net employment impact of these policies is difficult to 
assess since they took various forms that are not always easy 
to identify or to isolate from other programmes (in regional 
policy, for instance) which also have direct or indirect effects 
on employment. Nevertheless, they should undoubtedly be 
included into the whole range of factors that made the EC 
economy more labour intensive. 

(v) Changes in the combination of factors of production 

On the domestic side, the economic recovery in 1983-90 was 
not driven by private consumption but by fixed investment1• 

See European Economy No 46, Analytical study No I, pp. 85-7, 
December 1990. 

1986-89 

Services Total Agriculture Industry Services 

(%) (% points) 

3,7 1,8 0,2 0,0 1,6 
5,5 -0,5 -0,2 -0,8 2,7 
2,8 3,5 -1,0 1,3 3,2 

3,6 1,9 -2,7 0,0 4,6 
12,6 -1,2 5,2 9,5 

3,1 l, l -0,6 -0,8 2,3 

-0,1 2,0 -0,3 -0,4 2,8 
4,6 0,6 -1,2 -1,0 2,8 
4,8 3,4 0,0 0,7 4,0 

8,1 12,3 0,3 3,5 9,6 
8,1 -0,7 3,5 5,2 

4,8 8,0 0,2 1,8 7,6 

4,0 3,9 -0,6 0,5 4,2 
4,8 -0,7 1,0 4,7 

. Total employment increase in percentage per year and contribution of agriculture, industry and services in percentage points. The sum of the contributions might not be equal to the total rate 
of growth due to the presence of a residual in the survey data. 

Source: Eurostat. Labour force survey, 1983, 1986 and 1989. 
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An important determinant of that expansion was the impact 
of wage moderation on profit rates and on the profitability 
of fixed capital I Furthermore, the very high level of real 
interest rates during the 1980s combined with wage moder
ation to reverse the relative position of factor costs with 
respect to the 1970s, when real labour costs were high and 
real interest rates negligible or even negative. 

Table 10 

Supply-side indicators relevant to the labour market 
( annual average rate of change or yearly average level) 

1960-73 1973-83 

Profitability of fixed capitaJa 100,0 73,9 

Real wage cost per wage earner 4,5 2,1 

Labour productivity 4,4 2,1 

Capital intensityb 4,6 3,3 

Labour-capital substitutionc 1,6 1,1 

Wage share in GDP at factor costs 73,7 75,1 

• Net operating surplus per unit of fixed capital (index 1960-73 = 100). 
b Real GDP per person employed (% per year). 
' Real fixed capital per person employed (% per year). 

1983-90 

85,9 

1,1 

1,9 

1,5 

0,5 

71,4 

d Discrepancy between labour productivity and weighted average of labour and capital 
productivity ( = total factor productivity). 

Source: Commission services. 

As a consequence, fixed capital formation became capital 
widening rather than deepening as is evident from the evol
ution of capital intensity and the substitution of labour by 
capital in the 1983-90 period when compared to earlier 
periods (see Table 10); and the factor mix in the production 

. process became more labour intensive. 

Thus, the change in behaviour in the wage determination 
process, supported by the stability-oriented stance of monet
ary and fiscal policies and by the expectation effects linked 
to the main Community projects (internal market, economic 
and social cohesion, EMU) all combined to restore the 
expansion of fixed capital needed for a strong and sustain
able medium-term growth process and to make it more 
conducive to employment creation than ~ver before. 

The cyclical downturn registered by most EC countries in 
1991 will negatively affect labour demand and create a pause 

See this volume, Analytical study No 2. 

Evolution of unemployment since 1983 

in its strong expansion. However, until now, the basis for a 
future recovery and, notably, the considerable lowering of 
the employment threshold do not seem to be in question. 
Indeed, despite an expected GDP growth of only 1,3 % for 
the EC in 1991 and about 2,2 % in 1992, the growth of 
employment will remain positive during these two years. 
Thus, with the maintenance of sound policies and wage 
behaviour and the progressive restoration of the confidence 
of economic agents, employment will be able to recover a 
favourable growth path in the medium term. 

4. Evolution of unemployment 
in the EC since 1983 

4.1. Overall evolution 

Despite the high growth of labour demand since 1983, high 
unemployment remains a dominant feature and problem of 
the EC economy when compared to its major trading part
ners and especially to the other members of EFT A. 

Table 11 

Total unemployment rates in the Community 
(unemployed as percentage of civilian labour force, annual a11erages) 

Total Men Women 

1984 1990 1984 1990 1984 1990 

B 12,5 8,1 8,4 5,2 19,3 12,8 
DK 8,7 7,9 7,4 7,2 10,2 8,8 
D 7,1 5,1 6,1 3,9 8,6 7,0 

GR 8,1 7,5 6,0 4,6 12,1 12,4 
E 20,6 16,1 19,4 11,9 23,3 24,1 
F 9,8 9,0 7,9 6,7 12,3 11,9 

IRL 16,8 15,6 16,3 15,0 18,0 16,8 
I 9,5 9,8 6,2 6,5 15,2 15,7 
L 3,1 1,6 2,4 1,2 4,4 2,5 

NL 12,3 8,1 11,0 5,8 14,8 11,9 
p 8,7 4,6 6,5 3,2 11,9 6,3 
UK 11,3 6,4 11,9 6,9 10,6 5,7 

EUR 12 10,7 8,4 9,4 6,5 12,7 11,1 

Source: Eurostat. Harmonized unemployment data. 
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From 1985 (when it reached its highest level) to 1990, the 
EC rate of unemployment slowly decreased from 10,8 % of 
the civilian labour force to 8,4 %. Thus, a 6,7 % increase in 
total employment resulted in a 2,4 percentage point decrease 
in the unemployment rate. 

This may seem, and probably is, disappointing but, when 
compared to the 1975-83 period, it none the less shows 
considerable progress. 

As already noted in Section 2.2, the expansion of labour 
supply in numbers of people in 1975-83 and 1983-90 was 
practically the same at around 8 million. But in 1975-83, 
employment decreased so that the number of registered 
unemployed increased by 8,5 million. In other words, the 
equivalent of the total increase in labour supply during eight 
years went into unemployment. In 1983-90, on the other 
hand, the net creation of employment posts was able to fully 
absorb 8 million job-seekers and still reduce unemployment 
by 1,3 million. However, this leaves little room for com
placency: the number of unemployed remains well above 12 
million persons in 1991 and represents a considerable social 
cost and waste of productive resources. 

Thus, as regards 1983-90 the major problem resided neither 
on the supply side (no more pressure than before) nor on 
the demand side (twice as large as ever before) but rather at 
the level of GDP growth or the employment threshold . Since 
the latter fell considerably and is now very low by historical 
standards, GDP growth seems to be the issue: despite the 
large fall in the employment threshold, a 2,9 % growth 
average is not sufficiently above what might be called the 
'unemployment decreasing' threshold. To take a hypotheti
cal example, an average rate of GDP growth in 1983-90 of 
3,5 % (a figure which is definitely not unrealistic with respect 
to 2,9 %) would, all other things being equal, have brought 
the unemployment rate slightly below 5 % in 1990. 

The 1991-92 cyclical movement of the EC economy will 
unfortunately interrupt the progress made since 1985: given 
the low growth of GDP and employment forecast for these 
two years, the unemployment rate should rise above 9 % in 
1992. However, as indicated above (Section 3), with appro
priate policies and behaviour, the present growth recession 
should be short-lived and should not affect the basis for 
strong and sustainable growth of output and employment 
in the future . In that way, unemployment should, in the 
medium term resume its downward trend. 
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4.2. Compositional aspects 

As regards the structure of unemployment, three specific 
issues are particularly striking in the period covering the 
I 970s and early 1980s: 

(i) the discrepancy between male and female unemploy
ment rates; 

(ii) the high unemployment rates among young workers; 
and 

(iii) the lengthening of the duration of unemployment. 

Female unemployment 

As a rule female unemployment rates in the Community are 
about twice as high as the rate for male workers (see Table 
1 I) . Furthermore, the 1984-90 evolution if anything, accen
tuated that discrepancy since male unemployment decreased 
by nearly 3 percentage points as against 1,6 points for the 
female rate. Thus, although women benefited more than 
men from the expansion of part-time work (see Section 3(ii) 
above) their relative position in terms of unemployment risk 
worsened during the period. 

Youth unemployment 

All unemployment analysts agree that to start one's partici
pation in the labour force by being unemployed is a particu
larly frustrating experience. In that field , the performance 
of the Community at the beginning of the 1980s was less 
than brilliant, to say the least: in 1984, the unemployment 
rate among workers less than 25 years old reached 23,8 % 
with little difference between men and women (see Table 
12). 

From I 984 to 1990, the youth unemployment rate was more 
strongly reduced than the overall rate but, at I 6, I % in I 990, 
it still remained far above the average. Besides, part of this 
reduction may partly be due to the absolute decrease in the 
population in this age group. 

The problem of youth unemployment thus remains acute at 
the beginning of the 1990s. 

Long-term unemployment 

The evolution of unemployment of Jong duration is perhaps 
the most worrying of the three issues analysed here. Labour 
market surveys (see Table I 3) point out that the proportion 
of job-seekers searching in excess of 12 months actually 



Table 12 

Youtha unemployment rates 
( unemployed as percentage of civilian labour force, annual averages) 

Total Men Women 

1984 1990 1984 1990 1984 1990 

B 27,7 16,0 22,3 12,2 33,4 20,3 
DK 13,8 10,9 12,0 10,6 15,8 11,3 
D 11,4 4,5 10,6 4,1 12,2 5,0 

GR 23,9 24,8 17,5 16,9 31,7 33,9 
E 46,9 31,9 45,6 26,0 48,6 39,1 
F 26,0 18,6 22,2 15,4 3,0 22,0 

IRL 24,2 21,6 26,4 23,3 21,5 19,5 
I 31,7 29,2 25,9 23,7 38,6 35,6 
L 6,8 3,9 6,7 2,9 7,0 5,0 

NL 21,3 11,8 21,7 10,3 20,8 13,3 
p 19,7 10,0 15,3 7,5 25,1 13,1 
UK 19,2 9,3 20,6 10,5 17,5 7,9 

EUR 12 23,8 16,1 22,2 14,0 25,7 18,4 

a Persons younger than 25. 

Source: Eurostat. Harmonized unemployment data. 

Table 13 

Evolution of labour demand in the EC since 1983 

increased by 5 to 10 percentage points (according to sex and 
age groups) between 1983 and 1989. Furthermore, in all 
groups, the share of long-term unemployed has reached or 
passed the 50 % mark. 

Two elements contributed to this unfavourable evolution: 

(a) all other things being equal, employers will accord pri-
ority to people having _short unemployment duration 
deeming them to be less likely to have lost their pro-
fessional edge. As a consequence, when unemployment 
goes down, the short-term unemployed will be the first 
to benefit and the proportion of long-term unemployed 
will mechanically increase; 

(b) some long-term unemployed increasingly lose contact 
with the labour market and, in some sense, are no longer 
part of the normal labour market turnover. 

Since the problems raised by unemployment oflong duration 
are clearly neither solved nor solvable by market mechanisms 
alone, they require more than ever specific policy measures 
in order to avoid a disastrous marginalization of millions of 
EC citizens. 

Share of job-seekers with declared duration of search of 12 months or more 

(in percentage) 

1983 1986 1989 

14-24 25-49 ;,,50 14-24 25-49 ;,,50 14-24 25-49 ;,,50 

B 50,3 74,1 76,8 51,7 77,3 83,5 57,1 81,6 86,0 
DK 21,3 38,0 38,4 13,4 37,5 39,0 10,9 28,0 37,4 
D 29,7 41,9 50,5 32,9 50,7 63,0 28,6 46,4 69,3 

GR 32,8 37,6 30,0 44,0 46,3 35,9 48,8 56,4 48,9 
E 57,8 60,1 56,2 59,1 62,4 57,1 
F 33,3 43,3 67,3 37,2 50,2 71,1 31,6 51,2 69,8 

IRL 27,4 40,9 49,9 56,4 68,7 76,8 55,8 70,4 77,5 
I 55,8 59,8 39,4 66,5 67,3 51,3 70,8 70,9 53,4 
L 27,2 40,3 

NL 39,6 54,3 60,0 43,3 67,3 68,1 25,1 56,7 73,4 
p 56,1 57,5 48,9 43,6 53,3 49,0 
UK 40,8 48,6 56,0 36,1 48,2 58,2 25,0 40,2 63,1 

EUR 10 41,7 48,9 56,0 46,8 55,1 62,7 46,7 53,8 66,0 
EUR 12 49,8 56,1 61,8 49,6 55,5 64,2 

Source: Eurostat. Labour force survey, 1983, 1986 and 1989. 
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5. Conclusions 

The employment creation performance of the Community, 
which was abysmally poor during its first 25 years of exist
ence, achieved a remarkable turnaround in the second half 
of the 1980s. The employment threshold of GDP growth is 
now lower than it has ever been and, for the first time since 
1965, the growth of employment in 1983-90 became larger 
than the growth of labour supply (without any slowdown in 
the latter), initiating at long last a fall in the number of 
unemployed (see Table 14). 

Table 14 

Changes in employment and unemployment 

1960-65 

1965-68 

1968-74 

1974-75 

1975-80 

1980-83 

1983-90 

1960-90 

Periods 

Sources: Eurostat and Commission services. 
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Changes in 
employment 

+ 2 163 

- 1 076 

+ 4 579 

- 1433 

+ 2 547 
- 3 214 

+ 9 071 

+ 12 637 

(£UR 12. in thousand people) 

Changes in 
unemployment 

- 589 

+ 874 

+ 261 

+ 1 570 

+ 2 938 

+ 5 531 

- 1 273 

+ 9 312 

Unemployment, however, is still high since the average GDP 
growth during that period, despite its higher employment 
intensity, was not sufficient to both absorb the expansion of 
labour supply and reduce unemployment by a large amount. 

The present cyclical downturn of the Community economy 
will unfortunately cause a break and reversal in the evolution 
of the unemployment rate. However, provided that this 
cyclical adjustment remains short-lived and that economic 
policies remain oriented as in the second half of the 1980s 
towards stability and the full completion of the main Com
munity projects, the medium-term growth potential of the 
Community should not be hampered. 

As regards the labour market, the policy stance and behav
ioural changes that led so powerfully to a much more labour
intensive growth process will have to be maintained in order 
to preserve the gains of the 1980s and to be able to exploit 
fully the acceleration in GDP growth that can be expected 
in the framework of the internal market and of the EMU in 
terms of a prompt and appreciable reduction in unemploy
ment. 

Within the structure of unemployment, some elements (dis
satisfaction about full-time or part-time job status, female, 
youth and long-term unemployment, ... ) which reflect per
sisting rigidities in the labour market and inadequacies in 
the education and training systems will have to be addressed 
and made to contribute to the progressive restoration of a 
strong, sustainable, full-employment growth process in the 
Community. 
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Summary 

Summary 

The 1980s have been characterized by strong global trade expansion, led by sustained economic growth in developed countries 
and dynamic economies of Asia. The Community's trade structure reveals that it increasingly trades with other developed 
countries, whose share of Community trade has increased from 48 % in 1980 to 60 % in 1990. This shift has occurred almost 
entirely at the expense of OPEC countries, which, in 1990, accounted for only 9 % of Community trade compared to 23 % a 
decade earlier. Trade with Central and East European countries still represents a relatively small fraction of EC external trade 
(9 % in 1990 ). None the less, after the demise of the intra-CM EA (Council of Mutual Economic Assistance) trade system, the 
EC market has become of increasing importance to several Central and East European countries. 

In terms of product composition the Community continues to principally export manufactured products ( about 80 % of total 
merchandise exports), whereas its traditional import pattern has progressively moved away from commodities and raw materials 
towards processed manufactures. The relative degree of trade openness of the Community appears to be comparable with the 
United States of America and remains well above Japan's. 

· This study also focuses on recent developments in Community import and export volume!!, separating the extra- and intra-EC 
trade components. Since 1982, EC import volumes (intra- plus extra-EC) have been growing at a sustained rate,fuelled mainly 
by dynamic domestic final demand. Fears of an inward-looking Community as a result of the completion of the internal market 
programme do not seem to be justified: between 1986 and 1990, extra-EC imports of manufactures, in volume terms, have in 
fact grown on average more rapidly ( + 9,4 % ) than intra-EC imports ( + 7,1 % ) . Community imports of high-tech products 
from the rest of the world have increased at 7,7 % per year between 1982 and 1990. Although on average foreign exporters 
have been able to meet a larger share of the Community's import demand of high-tech products, in certain sub-sectors, and in 
certain years, EC high-tech products have enjoyed comparable or better performances than their extra-EC counterparts. 

Since the early 1980s, growth of extra-EC export volumes has been relatively modest ( + 0,7 % between 1982 and 1990), well 
below the rate of growth of intra-EC exports ( +5,1 %). On the one hand, this divergent trend points to a reorientation of EC 
exports towards a dynamic internal market. On the other hand, it also signals a reduced level of competitiveness, which has 
contributed to Community's market share losses in third markets over the last decade. Also in the field of high-tech products, 
Community exports to the rest of the world have been sluggish ( + 2 % between 1982 and 1990) , especially when compared to 
intra-EC exports ( + 7,5 % ) . 

Movements in real effective exchange rates have contributed to the reduction of current account imbalances, particularly in the 
United States and Japan. In this regard, there may be a risk for the Community of finding itself in a position similar to that 
experienced by the United States during a large part of the 1980s, under the combined effect of short-term developments 
( economic growth differentials) with the longer term impact of effective exchange rates on trade flows. 

The Community trade evolution in the 1980s has been largely influenced by both cyclical and structural factors : sustained 
economic growth, large swings in key commodity prices, and exchange rate movements that have affected the competitiveness 
of Community exports. The wide swings in real effective exchange rates, whose development has been largely unfavourable 
during the second half of the 1980s, in part explain the modest performance of ( extra-) EC exports and the rapid increase in 
extra-EC imports. However, the real depreciation in Community currencies during the first three-quarters of 1991 has somewhat 

. enhanced the competitive position of EC exports. Community external trade perspectives in the short term remain overshadowed 
by the expected modest recovery in most industrialized countries and temporary difficulties in East European markets. 

1. Recent trends in world trade 

The last decade has been characterized by strong output 
growth and even stronger trade growth at the world level. 
In the period 1983-89, the volume of world trade grew much 
faster (at an average annual rate of 6 %) than world output 

. (4 %). For the decade as a whole, world trade volume in-

creased about 50 %, while rising some three-quarters in value 
terms. Since 1983 economic growth in Western Europe, 
North America and Asia has fuelled international trade 
expansion. Rapidly expanding world markets have created 
great opportunities for export expansion, while at the same 
time increasing the pressures for domestic restructuring. 
Relative specialization of countries has been affected, new 
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competitors have emerged world wide, while countries pre
viously in a leading position in specific sectors have experi
enced an erosion of their ranking in the world Ieague. 1 

Growth of merchandise trade in volume terms slowed to 
5 % in 1990 from 7 % in 1989, while world output growth 
slipped from 4 to 3 %. Though the uncertainty caused by 
the Gulf war may have contributed to the slowdown of the 
world economy, its impact has probably been modest. 

To give a general idea of the reshuffiing of the sectoral specialization 
in the world markets, without going into the detail of individual 
countries, it is worth recalling the result of a recent analysis carried out 
by the GA TT Secretariat : ·one out of four of the 25 top merchandise 
exporters in 1989 had moved up 10 ranks or more since 1979. On 
average, nearly one out of six product groups exported by developed 
countries to one another in 1989 was not on the list of principal export 
products in 1979, and an even larger proportion of the developing 
countries' 1989 exports to developed countries involved new product 
groups. Between the beginning and the end-0f the decade, eight markets 
(one in five) disappeared from the typical developed country's list of 
principal export markets, and four new markets were added' . (GATT 
(1990), International trade 89-90, Geneva, Vo!. I, p. 2.) 

Table 1 

Merchandise trade for selected countries, 1989-90 

Value 
Billion USD 

1990 

World 3470 

Developed countries 2 495 
of which : 

Japan 285 
North America 525 
Western Europe I 615 
EC 1 360 
EFTA 225 

Developing countries 735 
of which : 

Leading Asian exporters 320 
of manufactures• 

OPEC 185 
Other 230 
Central and Eastern Europeb,c 55 

• Hong Kong. South Korea. Malaysia. Singapore, Taiwan and Thailand. 
• Excludes former GDR. 

The value of merchandise world trade reached USO 3,5. 
trillion in 1990, up 13 % from the previous year.2 Export 
growth in 1990 has been particularly strong in the developed 
economies, partly due to the effects of US dollar depreciation 
(see Section 7.1 below) vis-a-vis most European currencies.3 
One noticeable exception has been Japan, whose export 
growth in 1989 and 1990 was well below world trade expan
sion. 

In 1990 OPEC members generally benefited from the 25 % 
increase in oil prices, while the rise in export receipts of the 
leading Asian exporters of manufactures slowed down below 
the growth rate of imports. Divergent trends in commodity 
prices have, to a large extent, determined the export perform
ance of the other developing countries : export growth aver
age was above the world average in African developing 
countries and below in Latin America. 

GA TT Secretariat estimates, 199 l. 
Trade values in 1990 have been partly boosted by the US dollar's 
depreciation against the other major currencies, with the effect of auto
matically increasing the US dollar value of world trade. 

Exports Imports 

Annual change Value Annual change 
(%) Billion USD (%) 

1989 1990 1990 1989 1990 

7,5 13 3600 8,5 13,5 

7 14,5 2 625 8 14,5 

3,5 4,5 235 12 11,5 
10,5 8,5 635 7 3,5 
6,5 19,5 I 685 7,5 21 
7 20 1 415 8 21,5 
5,5 20 230 6 16,5 

13 13 720 11 ,5 15 

12 9 330 15 15,5 

23 25,5 120 3 15,5 
8,5 10 270 12 14 

-5 -14 55 -5,5 -6,5 

c Given the difficulties involved in convening data expressed in national currency into US dollars the figures are to be regarded as rough approximations. 
Source : GATT. 1991. · 
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The ongoing economic reforms towards a market-oriented 
economy in Central and East European countries, combined 
with the breakdown of previous trade relations within the 
CMEA, have heavily affected both their level and regional 
pattern of trade. 

2. EC trade by main geographic area · 
and product: 1958-90 

The economic size of the Community, about one quarter 
of world GDP, and the considerable importance of intra
Community trade are such that its growth prospects depend, 
to a large extent, on its own dynamism. Yet, in an increas
ingly integrated world, favourable economic developments 
depend more and more on a healthy international environ
ment. This applies not only to merchandise trade, but also 
to trade in services and foreign direct investment, which 
increasingly add to the external economic dimension of the 
Community. As the world's largest exporter and importer, 
the Community has a manifest interest in the preservation 
of an open, multilateral trading system. 

Community merchandise trade with third countries accounts 
for about one-fifth of world trade. In 1990, extra-EC exports 
and imports of merchandises reached ECU 420 and 463 
billion, respectively, representing 8,9 % and 9,8 % of Com
munity GDP. Over the last three decades an increasing share 
of the Community's merchandise trade has been accounted 
for by developed countries, both as an export market and a 
source of import supply. 

During the second part of last decade, Community trade 
has benefited from a favourable external environment. Econ
omic growth in North America, the dynamic Asian econom
ies and EFT A countries more than offset the adverse impact 
on Community exports of poor economic performances in 
heavily indebted countries of Latin America and Africa, and 
in the Middle East. 

However, in 1989-90 an exceptionally long period of sus
tained economic growth in the industrialized countries came 
to an end. An inversion of the cyclical movement has over
shadowed the outlook for the Community, in part due to 
the temporary rise in oil prices caused by the Gulf war. 
Although these developments will not necessarily have a 
lasting influence on economic conditions in the Community, 
they none the less harm the short-term prospects. For 1992, 
Community external trade perspectives remain moderated 
by expected modest recovery in the other industrialized 
countries and likely short-term difficulties in East European 
markets. 

EC trade by main geographic area and product: 1958-90 

2.1. Community imports by origin 

In 1990, industrialized countries' share of Community im
ports reached 60 % (62 % in 1988), 12 percentage points 
higher than at the inception of the Common Market (see 
Table 2). In fact, most of this change occurred during the 
second half of the 1980s. 

In 1990, EFT A countries as a whole represented the largest 
import supplier, accounting for 23 % of total Community 
imports. Although the USA remained the single most im
portant trading partner, its share of Community imports has 
stagnated during most of the last three decades (around 
18 %). Japan's share rose sharply particularly during the 
1980s: from 1 % in 1958 to 5 % in 1980 and to 10 % in 1990 
(11 % in 1988). 

Community imports from the (former) 'Eastern Bloc'1 have 
stagnated (at about 8 %) over the entire period without 
major changes (see also Section 3 below). 

Largely due to the sharp fall in oil prices during 1986 and 
1987, the OPEC countries' share of Community imports has 
fallen considerably, from 27 % in 1980 to 10 % in 1990. 
Imports from heavily indebted countries in Latin America 
and Africa have also declined. By contrast, the share of the 
four Asian NIEs2 has grown significantly from I % in 1958 
to 3 % in 1980, reaching 6 % of EC imports by 1990. 
Changes in the relative shares of the other developing 
countries have been much less dramatic.3 

2.2. Community exports by major area 
of destination 

The geographic pattern of Community exports strongly re
sembles that of imports described above. Largely as a result 
of increasing intra-industry trade, especially during the 

See list of countries in Table 2. 
See definition in Table 2. 
EC import demand of manufactures in fact has been particularly ben
eficial to the developing countries. During the 1980s, EC imports of 
manufactures from developing countries more than doubled in volume 
terms, compared to only a 60 % rise in total extra-EC import demand 
for manufactures; in value terms, EC imports of manufactures from 
developing countries were in 1989 about 2,5 times as high as in 1980. 
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Table 2 

The structure of Community trade by major trading partner and product, 1958-90 
( current prices) 

Import share(%) Export share(%) 

1958 1980 1988 1990 1958 1980 1988 1990 

Origin Destination 

By geographic area 

Other industrialized 
countries 48 46 62 60 48 50 61 60 
of which: 
EFTA 14 17 23 23 20 25 27 27 
USA 18 17 18 18 13 13 20 18 
Japan I 5 II 10 I 2 5 5 

Eastern Bloc• 6 8 8 9 7 9 8 8 

Other countries 46 46 30 31 44 41 31 32 
of which: 
OPEC 17 27 8 10 12 18 9 8 

ASEAN 3 3 3 4 3 3 3 4 
Asian NIEsb I 3 6 6 2 3 8 6 
Mediterranean basin 7 8 8 9 12 13 10 II 
Latin America 10 6 6 6 9 6 4 4 

By product 

Primary products: 
Food, beverages, tobacco 30 9 9 8 9 8 7 8 
Fuel 16 35 II 15 
Other raw materiaJsc 30 II 10 8 8 7 5 4 

Manufactures 
Machinery and transport 

equipment 6 14 28 29 37 37 39 40 
Chemicals 9 10 12 12 
Other manufacturesd 17 24 35 35 37 32 31 31 
Miscellaneous, etc. I 7 7 5 0 6 6 5 

' Includes Albania. Bulgaria. Czechoslovakia. GDR. Hungary, Poland, Romania, the USSR. China, Cuba, Mongolia. North Korea and Vietnam. 
b Includes Hong Kong. Singapore, South Korea and Taiwan. 

' EC exports include fuel products. 
d EC imports include chemicals. 
Source: Eurostat. 

1980s, the share of total exports going to industrialized 
countries has increased substantially : 48 % in 1958, 50 % in 
1980 and 60 % in 1990. More or less in line with imports, 
Community exports to EFT A, the USA and Japan expanded 
notably throughout the last three decades. In 1990, EFT A 
markets accounted for close to one-third of Community 
exports. Despite rapid growth of exports to Japan (up to 
5 % in 1990, from 2 % a decade earlier), Switzerland (10 %), 
Austria (6 %) and Sweden (6 %) each still represented larger 

. outlets for Community merchandise exports. 

ISO 

Since 1958, the developing countries' share of EC exports 
has decreased by 12 percentage points, to 32 % in 1990. The 
substantial fall of exports to both OPEC (from 12 % to 8 %) 
and Latin American countries (from 9 % to 4 %) outweighed 
the marked increase of exports to the Asian NIEs during 
the 1980s (their share more than doubled from 3 % a decade 
earlier). In fact, fast-growing Asian countries (Asean plus 
Asian NIEs) as a group, have now become a more important 
trading partner for the Community than the Eastern Bloc 
countries as a whole . 



2.3. Product composition of Community 
imports and exports 

Product composition of Community imports has changed 
substantially over the last three decades. The most remark
able feature has been the relative decline in imports of 
foodstuffs and non-fuel primary products, whose combined 
share has fallen from 60 % in 1958 to 20 % in 1980 and 
16 % in 1990. This was outweighed by the corresponding 
vigorous expansion of manufactured imports: their share 
rising from 24 % in 1958 to 45 % in 1980 and 69 % in 
1990. The impact of the common agricultural policy, the 
introduction of natural resource-saving technologies, as well 

Box: Intra-Community trade 

Trade among Member States is of increasing importance as a 
part of total Community trade: it rose from 35 % in 1958 to 
49 % in 1980 and 60 % in 1990 (at current prices). The removal 
of tariff barriers to trade stemming from the creation of the 
Common Market provided an initial boost to trade between 
Member States. Since the early 1970s the expansion of intra-EC 
trade stagnated, partly due to the rise in the relative price 
of commodities (including mineral fuels) imported from third 
countries. Since the mid-l 980s, however, the decline in oil prices, 
the entry of two new Member States, sustained domestic demand 
and a reorientation of EC exports towards other Member States 
(partly in response to the 1992 programme) have given a new 
stimulus to intra-EC trade (see Graph 1). 

Driven by rapid expansion in the manufacturing sector, the 
product structure of intra-EC trade has also changed signifi
cantly : the share of manufactured products rose from 61 % in 
1958 to 78 % in 1990. The most rapid growth was in machinery/ 
transport equipment and chemicals, whose respective shares of 
total trade rose from 22 % and 7 % in 1958 to 35 % and 12 % 
in 1990. Conversely, the share of primary goods (SITCI 0-4) 
decreased significantly during the 1980s; the share of fuel also 
fell sharply from 1986 onwards due to lower energy product 
prices. 

I Standard International Trade Classification. 

EC trade by main geographic area and product: 1958-90 

as increasing imports of highly processed goods from Japan . 
and the four Asian NIEs contributed significantly to these 
developments. 

In contrast, the product composition of Community exports 
has remained relatively stable during the period I 958-90. In 
I 990, manufactures still represented sorrie 80 % of total 
exports, the same as three decades earlier, while the share 
of primary goods fell by five percentage points to 12 %. 
Within the group of manufactures, exports of machinery, 
transport equipment and chemicals have increased their rela
tive weight significantly. 

GRAPH I : Intra-Community trade, 1958-90' 
(as a percentage of total EC trade) 
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3. EC trade with Central 
and Eastern Europe 

Although trade with Eastern Europel has recently increased, 
it has traditionally accounted for a relatively small fraction 
of EC external trade. In 1990 the share of Community trade 
(imports plus exports) accounted for by Eastern Europe was 
still relatively small, representing 7 % of total extra-EC trade 
(6,4 % in 1989).2 The relative market shares of individual 
East European countries have not moved much compared 
to the pre-upheaval period (see Table 3). 

In 1990, the Community's main eastern trading partners 
were the USSR with 3,9 % and 3,2 % of total extra-EC 

The definition 'Eastern Europe' used in the text refers to eight countries: 
Albania, Bulgaria, Czechoslovakia, GDR, Hungary, Poland, Romania, 
and the USSR. This definition is somewhat different from that in Table 
3 which also includes Yugoslavia and excludes the former GDR. 
To put the share in perspective, in 1990 Switzerland alone accounted 
for 8,6 % of EC external trade. 

Table 3 

Community trade with East and Central European countries, 1988-90 

(a) Community imports from Czechoslovakia Poland 

Millions of ecus 1988 2 211 3 361 
1989 2 557 3 858 
1990 2 786 5 278 

Percentage of total (Eastern Europe) 1988 7,5 11,4 
1989 7,4 11,2 
1990 7,4 14,0 

Percentage of extra-EC 1988 0,6 0,9 
1989 0,6 0,9 
1990 0,7 1,2 

(b) Community exports to Czechoslovakia Poland 

. Millions of ecus 1988 2 169 2 756 
1989 2 384 3 944 
1990 2 909 4 934 

Percentage of total (Eastern Europe) 1988 8,6 10,9 
1989 7,6 12,6 
1990 8,3 14,2 

Percentage of extra-EC 1988 0,6 0,8 
1989 0,6 1,0 
1990 0,7 1,2 

Source: Eurostar. 
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imports and exports, respectively, Poland with 1,2 % for 
both, and Czechoslovakia and Hungary with some 0,7 % 
for both. 3 The latter three countries together accounted in 
1990 for 2,6 % of both Community imports and exports 
(2,0 % and 2,3 %, respectively, in 1989). Trade with Yugo-

Share of the EC in total exports of Central and East European 
countries (in percentage) 

1989 1990 

Bulgaria 8 
Czechoslovakia 16 27 
Hungary 24 35 
Poland 31 46 
Romania 18 
Soviet Union i6 

Note: Given the difficulties involved in converting data expressed in national currency into 
US dollars the figures are to be regarded as rough approximations. 

Community trade with the former GDR accounted in 1989 for 0,4% 
of both imports and exports, excluding inter-German trade (about 1,2 % 
including inter-German trade). 

Hungary Bulgaria Romania USSR Yugoslavia Albania Total 

2 158 462 2 234 12 990 5 892 72 29 380 
2 587 531 2 548 15 164 6 997 100 34 343 
3 004 593 I 617 16 749 7 684 37 711 

7,3 1,6 7,6 44,2 20,1 0,2 100,0 
7,5 l,5 7,4 44,2 20,4 0,3 100,0 
8,0 1,6 4,3 44,4 20,4 100,0 

0,6 0,1 0,6 3,3 1,5 0,0 7,6 
0,6 0,1 0,6 3,4 1,6 0,0 7,7 
0,7 0,1 0,4 3,9 1,8 8,8 

Hungary Bulgaria Romania USSR Yugoslavia Albania Total 

2 355 1406 615 10 114 5 714 66 25 195 
2 988 I 477 689 12 603 7 031 121 31 237 
3 220 I 034 615 13 614 8 521 34 847 

9,3 5,6 2,4 40,l 22,7 0,3 100,0 
9,6 4,7 2,2 40,3 22,5 0,4 100,0 
9,2 3,0 1,8 39,l 24,5 0,0 100,0 

0,6 0,4 0,2 2,8 1,6 0,0 6,9 
0,7 0,4 0,2 3,1 1,7 0,0 7,6 
0,8 0,2 0,1 3,2 2,0 8,3 



slavia accounted in 1990 for 1,8 % and 2,0 % of Community 
imports and exports, respectively (1,6 % and 1,7 % in 1989). 

Viewed from an East European perspective, trade with the 
Community is much more important. As indicated above, 
in 1989 the Community accounted for a significant pro
portion of exports for several East European countries. With 
the demise of the intra-CMEA trade system and depressed 
levels of economic activity due to the transformation process 
in most of these countries, their exports have become increas
ingly directed towards the EC. In 1990 the Community 
accounted for 35 % of exports from Hungary and 46 % of 
exports from Poland (the latter jumped to 54 % during the 
first quarter of 1991), with similar trends in other East 
European countries. 

Share of manufactures in EC trade with Eastern Europe, 1990 
(in percentage) 

" EC cxpons EC impons 

Bulgaria 82 59 
Czechoslovakia 84 74 
Hungary 89 67 
Poland 77 59 
Romania 61 71 
Soviet Union 80 19 

The product composition of Community exports to Eastern 
Europe is substantially different from the composition of 
EC imports from that area. As shown above, in 1990 manu
factures accounted for about 80 % of Community exports 
to all Eastern Europe, with the exception of Romania (where 
EC exports of food products were particularly prominent). 
The share of manufactures in EC imports from East Euro
pean countries was substantially lower, with important dif
ferences among individual countries. Manufactures rep
resented only 19 % of the Soviet Union's exports to the EC 
- energy accourited for the bulk of Soviet exports. Among 
the remaining countries, manufactured products had a rela-

. tively lower weight in the case of Bulgaria (59 %) and Poland 
(59 %), whose exports of food products are particularly 
significant. 

4. Trade by individual Member States 

The main trends described thus far for the Community as a 
whole are in fact the sum of wide differences of trade levels 
and intensities among its Members States. These differences 
are, to a large extent, due to the different size of Member 

. States' economies and to their different location (centre/ 

Trade by individual Member States 

periphery) with respect to the rest of the Community. In 
1990, total trade to GDP ratios 1 ranged from a minimum 
of 14,4 % (Spain) to a maximum of60,I % (Belgium-Luxem
bourg) (see Graph 2a). Considering extra-EC trade only, the 
range varies between 5,5 % (Spain) and I 6, I % (Belgium
Luxembourg) (see Graph 2b). 

In 1990, seven of the 12 Member States, namely the four 
larger and the Benelux countries, accounted for 90 % of 
total EC exports (see Graph 3). Germany alone accounted 
for almost one third (29,3 %) of total EC exports. Despite 
having a population less than half that of France, in I 990 
the Benelux countries enjoyed a significantly larger share of 
Community exports (18,6 % against 16, I % for France). 
During the 1980s, the relative shares of Portugal, Ireland, 
Spain, Italy and Germany have increased, while those of 
Greece, Belgium/Luxembourg, The Netherlands and the UK 
have shrunk. The shares of Denmark and France have 
remained virtually unchanged. In spite of a significant rise 
during the last decade, Spanish exports have a still relatively 
modest weight (4,3 % in 1990) in total Community exports, 
largely due to the inward-looking character of the Spanish 
economy before its entry into the Community. 

Between I 960 and I 990, total trade openness has increased 
very rapidly; albeit from very different initial levels, in Portu
gal ( + 16,6 percentage points), France ( + 8,8) and Spain 
( + 8,3). Denmark is the only country whose trade openness 
has actually declined ( - 0,5). Whereas in the I 970s all Mem
ber States experienced an increase in their level of trade 
openness, the I 980s have been characterized by an overall 
stagnation, resulting from opposite trends: a reduction in 
Belgium/Luxembourg, Italy and the UK, and small increases 
in most of the remaining Member States. 

As noted above, the creation of the Common Market has 
led to a general strengthening of Member States' trade with 
each other, with the corresponding effect of reducing the 
share of extra-EC trade. In fact, extra-EC trade is of rela
tively minor importance in five smaller countries (Belgium
Luxembourg, Ireland, The Netherlands, and Portugal), ac
counting in I 990 for less than 30 % of their total merchandise 
exports (see Graph 2c). 

Among the larger Member States, France and Spain have 
relatively lower trade links with third countries, their extra
EC component representing 37 % and 34 % of their total 
exports in 1990, respectively. On the other hand, extra-EC 
markets still represent a substantial outlet for British (47 %), 

Total trade includes extra-EC as well as intra-EC merchandise trade. In 
the text, the definition 'trade openness' is also used to indicate the trade 
to GDP ratios. 
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GRAPH 2c: Extra-EC export mares (as a percentage of . 
Member States' total exports) 
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Trade openness of the EC compared to the USA and Japan 

GRAPH 3: EC exports by Mllllller State (share in total1 EC exports) 

NL 
10,7 

t Intra· plus extra-EC: current prices. 
Sour«: Eurostat. 

GR · 
0,8 

1980 

p 
0,7 

Danish and German (both 46 %) exports, though also on a 
declining path. 

On the import side, the picture is similar, with the exception 
of The Netherlands and Spain whose share of extra-EC 
imports is relatively larger than in the case of exports (see 
Graph 2d). 

5. Trade openness of the EC compared to the 
USA and Japan 

The share of the Community's merchandise (extra-EC) im
ports as a percentage of GDP has been subject to great 
variability over the last three decades (see Graph 4). The 
value of such a ratio has, to a large extent, been determined 
by changes in the price of the non-manufacturing com
ponent t of the Community imports, and the value of the US 
dollar, in which commodities are usually priced. Thus, the 
significant decrease in the share of imports observed for the 
Community as a whole in the mid-1980s can be put down to 
the sharp fall in the oil price and the US dollar depreciation. 

The non-manufacturing component of EC imports includes: agriculture, 
hunting, forestry, fishing (NACE Class 0), and energy (NACE Class l ). 
All together they account for about one-third of total Community 
imports. 

NL 
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DK 
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GR 
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1990 
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1,2 

To .avoid measurement problems due to commodity price 
volatility, Graph 5 compares Community imports of manu
factures as a share of GDP with the United States and 
Japan. This measure of trade openness shows a clear upward 
trend for the Community. Since 1960, the Community has 
consistently recorded a somewhat higher level of trade open
ness than the US, until the recent import surge pushed up 
the American imports to GDP ratio above the Community's 
level. While the EC and especially the US have come to 
rely increasingly on imported manufactures, Japan has been 
characterized by a downward trend which further reduced 
an already low level of import penetration (in 1988 the 
Japanese ratio was half the value of the US), in spite of the 
relatively smaller size of the Japanese economy. 

6. Recent trends in Community import volumes 

Since the early 1980s, final demand in the Community has 
been growing at a sustained pace (an annual average rate of 
3,0 % between 1982 and 1988), stimulating total Community 
imports, whose growth ( + 4,6 % on average) has been well 
above that of final demand (see Table 4). In 1989 and 1990 
total Community imports have continued to expand rapidly 
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( + 7,4 % and + 5,5 %), despite a relative slowdown in Com
munity final demand below its 1988 peak ( + 5,0 %). Until 
the mid-1980s growth has been stronger for intra-EC im
ports, but since 1986 the extra-EC component has gained 
momentum, overtaking the intra-EC imports rate. 

Import volumes by major product category. Manufactured 
products (S1TC1 5-8) account for more than two-thirds of 
the total merchandise imports. Manufactures ( + 7,6 % per 
year on average between 1985 and 1990) have led the sus
tained growth of total Community imports during the second 
half of the decade (see Table 5). Imports of machinery and 
equipment (SITC 7 : + 8,0 % ) and especially other manufac-

Standard International Trade Classification. 
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Table 4 

Community imports and final demand in volume terms, 1982-90 

Final demand• 

Imports of goodsb 
Intra-EC 
Extra-EC 
Total 

• Including stocks. 
b SITC 0-8. 

1988 1986 

1982 

3,0 3,9 

5,5 4,4 
4,8 6,2 
4,6 4,3 

' Source: Euros/al , Trend. until 1985: EUR 10. 

1987 1988 1989 1990 

4;0 5,0 3,7 2,8 

6,3 5,9 8,6 5,6 
6,7 9,6 6,2 5,7 
6,4 7,5 7,4 5,5 

Note: Due to the statistical techniques used to derive the volume indexes. the growth rates for 
trade with the world may lie outside the interval comprised between the intra-EC and 
extra-EC growth rates. 

Souru : Commission services. 



tured products (SITC 8: + 10,l %) have increased faster 
than in the other sectors. Fears of an inward-looking Com
munity as a result of the completion of the internal market 
programme are not supported by evidence in import vol
umes: in fact extra-Community imports of manufactured 
goods have grown on average more rapidly ( + 9,4 % be
tween 1985 and 1990) than intra-EC imports ( + 7,1 %). 

EC non-manufacturing imports have consistently lagged be
hind during most of the 1980s, with some recent occasional 
drops as in the case of mineral fuels (SITC 3 : - 2,3 % in 
1988) and raw materials (SITC 2 + 4: - 3,0 % in 1990). 

Imports of high-tech products account for more than one 
third of total Community imports of manufactures. Extra-

. EC imports of high-tech products have been growing at 

Table 5 

Community import volumes by SITC groupings, 1982-90 

1982 

SITCo+ I Intra 5,7 
Food, beverages and tobacco Extra 2,3 

Total 4,1 

SITC 2+4 Intra 0,9 
Raw materials Extra -1,4 

Total -0,9 

SITC 3 Intra -1,3 
Fuels Extra -6,0 

Total -4,8 

SITC 5-8 Intra 1,9 
Manufactured products Extra -0,8 

Total 1,0 

SITC 5 Intra 2,7 
Chemicals Extra 0,2 

Total 2,1 

SITC 6 Intra -1,4 
Basic manufacturing Extra 3,3 

Total 0,1 

SITC 7 Intra 4,2 
·Machinery and equipment Extra -3,2 

Total 1,9 

SITC 8 Intra 1,7 
Other manufacturing Extra -2,5 

Total -0,1 

SITC 0-8 Intra 2,0 
Total excluding goods not elsewhere Extra -2,5 

specified Total 0,2 

. The 1987 structure is with respect to SITC ().8 (first column) or to total (second column) . 

1983 

2,9 
-1 ,3 

1,1 

9,3 
1,4 
3,5 

Recent trends in Community import volumes 

7,7 % per year between 1982 and 1990 (see Table 6), faster 
than the average rate for manufacturing (6,7 %). In many 
subsectors, intra-EC high-tech imports .have progressed at a 
similar or faster rate, although on average ( + 7,3 %) less 
than their extra-EC counterpart. This suggests that Com
munity exporters of high-tech products have conceded some 
ground to extra-EC producers, who have profited from the 
buoyant internal demand. Sectors where extra-EC imports 
have grown particularly fast include computers (at an aver
age rate of + 11,6 %, though intra-EC imports grew at the 
even faster rnte of + 12, 7 % ), electrical machinery ( + 9,6 % ), 
and plastics ( + 9,4 %). With the sole exception of pro
fessional and scientific equipment, the 1990 figures indicate 
that extra-EC high-tech products ( + 8,3 %) are continuing 
to enjoy a relative competitive advantage with respect to 
intra-EC imports ( + 5,9 %). 

(annual percentage change) 

1984 1985 1986 1987 1988 1989 1990 1990 Structure (1987)' 

1982 (%) 

4,3 10,2 4,2 4,1 5,2 3,7 4,2 4,9 12,6 65,2 
0,7 2,6 -0,8 5,2 3,2 0,6 7,8 2,3 9,6 34,8 
2,7 7,0 2,0 4,2 4,5 2,5 5,2 3,7 11,4 100,0 

5,5 7,1 0,1 7,4 2,8 7,1 1,0 4,6 4,3 38,6 
1,7 3,7 -1,2 4,1 0,9 0,3 -5,1 0,5 10,1 61,4 
2,6 4,8 -0,9 5,2 1,6 3,1 -3,0 1,8 6,7 100,0 

9,2 10,0 7,5 -2,1 -1 ,8 -9,6 -3,7 3,6 1,3 5,0 30,0 
-6,7 0,8 -0,1 -1 ,3 0,1 1,4 6,5 3,0 -0,3 17,6 70,0 
-2,7 3,3 2,0 -2,5 0,0 -2,3 3,8 3,4 0,0 10,1 100,0 

2,3 5,7 5,6 5,0 7,3 7,1 10,0 6,1 5,7 77,8 65,I 
2,9 9,0 2,8 8,2 9,1 13,3 8,3 7,9 6,7 62,1 34,9 
1,8 7,2 4,0 5,4 7,7 9,4 9,2 6,5 5,8 71,5 100,0 

7,7 9,2 5,6 5,5 5,4 6,6 5,9 5,7 6,0 12,6 73,4 
5,7 12, I 6,0 5,2 5,3 7,5 8,5 4,8 6,1 6,8 26,6 
7,5 10,2 6,1 5,3 5,5 6,7 6,4 4,9 6,1 10,2 100,0 

3,2 6,4 3,5 3,6 6,5 7,8 8,0 5,8 4,8 19,4 65,6 
1,0 9,9 -0,2 9,6 3,6 10,7 9,4 4,6 5,8 15, I 34,4 
1,0 7,4 1,7 5,4 5,1 9,0 7,8 4,9 4,7 17,7 100,0 

-0,3 3,9 6,7 4,1 7,6 8,0 13,0 4,7 5,8 33,7 65,2 
3,2 8,6 4,3 4,9 8,8 17,7 7;4 9,0 6,7 26,8 34,8 
0,4 6,1 4,5 3,1 8,0 11 ,7 10,7 6,3 5,9 30,9 100,0 

0,8 6,0 6,4 9,1 9,1 3,5 9,7 11,l 6,4 12,2 57,4 
2,5 6,6 1,9 15,3 18,7 . 10,2 8,3 11,5 8,0 13,5 42,6 
1,5 6,5 4,3 11,2 12,9 6,4 9,2 11,0 7,0 12,7 100,0 

3,4 6,1 6,5 4,4 6,3 5,9 8,6 5,6 5,4 100,0 59,8 
-0,8 4,7 2,4 6,2 6,8 9,6 6,2 5,7 4,3 100,0 40,2 

0,9 5,4 4,0 4,3 6,4 7,5 7,4 5,5 4,6 100,0 100,0 

Nole : Due to the statistical methodology used to derive the volume indices, the growth rates for trade with the world may lie outside the interval determined by the intra· and extra-EC growth rates. 
Source: Eurostat Trend. Comext. Until 1985: EUR 10. Classification used: SITC Rev. 2. 
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Table 6 

Community import volumes of 'high-technology' categories, 1982-90 
( annual percentage change) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1990 Structure ( I 987)> 

1982 (%) 

SITC 54 Intra 1,4 7,6 7,0 8,4 3,5 -0,4 9,4 7,0 6,4 5,6 4,7 62,8 
Pharmaceuticals Extra 0,2 8,0 3,7 7,2 4,7 0,6 11 ,0 7,9 7,4 5,6 4,0 37,2 

Total 1,0 7,8 3,7 7,9 3,9 -0,3 10,0 7,6 6,7 5,4 4,3 100,0 

SITC 58 Intra 3,7 11,0 9,1 8,8 8,8 7,3 10,6 6,7 5,2 7,9 15,2 82,4 
Plastics, etc. Extra 2,0 8,3 13,6 9,7 7,5 3,7 16,8 15,2 7,4 9,4 4,8 17,6 

Total 3,4 10,7 9,7 9,1 8,7 6,6 11,8 8,3 5,2 8,2 10,9 100,0 

SITC 71 Intra -0,7 -9,2 1,0 7,7 1,6 2,5 -6,1 13,2 1,9 1,3 8,0 54,6 
Power equipment Extra 7,2 4,5 -3,5 0,5 -0,2 9,0 24,8 0,7 5,5 5,4 9,8 45,4 

Total 3,0 -3,4 -0,4 4,3 -0,6 4,8 6,6 7,9 2,9 2,8 8,6 100,0 

SITC 72 Intra 0,3 -4,9 7,4 5,2 0,6 5,6 11,2 7,1 -2,l 3,4 13,8 69,7 
Specialized machinery Extra -10,5 -5,6 5,0 2,8 -0,1 8,l 16,7 5,0 0,5 2,4 8,8 30,3 

Total -3,4 -4,9 6,8 4,4 0,1 6,3 13,0 6,4 -1,4 3,0 11,5 100,0 

SITC 75 Intra 10,0 16,5 21,8 14,4 1,8 15,3 11,0 15,3 8,0 12,7 16,5 53,7 
Computers etc. Extra 4,0 17,1 26,1 2,7 2,0 19,6 18,4 -3,l 8,2 10,6 20,8 46,3 

Total 7,2 17,1 24,7 8,0 1,6 17,1 14,8 6,2 7,7 11,6 17,9 100,0 

SITC 76 Intra -2,4 4,4 4,6 8,7 13,1 8,9 15,6 15,5 20,5 9,9 6,7 41,3 
Telecoms and consumer electronics Extra -11,8 7,6 -5,9 3,9 12,0 21,0 18,2 3,6 17,0 7,3 14,0 58,7 

Total -7,9 6,1 -2,4 5,6 11,9 15.,8 17,0 8,8 17,6 8,l 9,7 100,0 

SITC 77 Intra 4,5 2,7 9,5 7,5 6,5 4,0 12,9 6,5 10,4 7,2 19,7 62, l 
Electrical machinery Extra 5,2 3,1 20,2 3,3 4,6 9,8 18,9 10,0 11,5 9,6 17,6 37,9 

Total 4,7 3,3 15,3 5,1 4,9 5,6 14,5 7,7 10,l 7,9 19,0 100,0 

SITC 79 Intra 26,8 6,1 -16,0 -8,7 -16,7 3,8 80,7 32,0 -17.l 10,l 4,9 55,7 
Ships, aircraft Extra -21,9 l,l -l ,9 19,3 -9,4 -15,4 - 80,0 37,8 -0,2 9,9 5,7 44,3 

Total 6,8 -2,9 -4,8 -11,3 -25,8 -4,8 72,0 26,1 -4,4 5,7 6,2 100,0 

SITC 87 Intra 4,9 0,3 8,8 10,3 7,7 8,l l,5 6,9 l 1,3 6,6 6,4 53,7 
Professional and scientific equipment Extra -0,5 0,8 6,l 6,0 3,2 8,2 9,9 12,0 5,5 5,7 8,1 46,3 

Total 2,3 0,7 8,3 8,l 5,l 7,9 5,3 9,6 8,3 6,2 6,9 100,0 

SITC 88 Intra l,5 -0,9 4,4 10,0 2,5 9,2 7,1 7,9 9,4 5,7 4,0 47,8 
Photo and optical equipment Extra -3,l 2,3 5,5 6,2 6,8 17,0 6,6 :i,5 7,3 5,8 6,5 52,2 

Total -l,l 0,7 5, l 7,8 4,3 12,6 6,6 5,7 8,8 5,6 4,9 100,0 

Total · Intra 4,7 4,4 8,5 8,1 3,4 7,0 12,8 10,5 5,9 7,3 100,0 59,4 
High technology Extra -l,5 6,l 9,8 4,7 3,6 11 ,4 20,6 6,5 8,3 7,7 100,0 40,6 

Total 2,2 4,8 9,7 5,4 2,4 8,3 16,0 8,6 6,7 7,1 100,0 100,0 

' The 1987 structure is with respect to SITC 0-8 (first column) or to total (second column). 

Note: Due to the statistical methodology used to derive the volume indices, the growth rates for trade with the world may tie outside the interval detertnined by the intra- and extra-EC growth rates. 
Source: Eurostat Trend. Comext. Until 1985 : EUR JO. Classification used: SITC Rev. 2. 

7. Recent trends in Community export volumes Since the early 1980s, the growth of extra-EC export volumes 
has been relatively modest ( + 0, 7 % on average between 

The recent economic expansion in the Community has, to a 
1982 and 1990), well below the rate of growth of intra-EC 
export volumes ( + 5,1 %) (see Table 7). In 1990 extra-EC 

large extent, resulted from internal factors (between 1985 exports actually dropped in real terms (- 0,3 %). This trend 
and 1990 final domestic demand has increased at an average 

points to a reorientation of EC exports towards a particu-
annual rate of 3,9 % in volume terms). In most Member 
States, stability-oriented monetary and fiscal policies have larly dynamic internal market. On the other hand, it also 

favoured sustainable non-inflationary expansion. Improved signals a reduced level of competitiveness, particularly in 

supply side conditions have affected labour costs and im- third markets. Extra-EC export performance has been larg-
proved profitability. In addition, the completion of the in- ely influenced by the poor export growth of manufactures 
ternal market programme has stimulated investment activi- ( + 0,5 % on average over the same period), which account 
ties. for more than two-thirds of the total. 
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A similar pattern applies to the group of high-tech products. 
Although between 1982 and 1990 Community (intra- plus 
extra-EC) exports of high-tech products have grown at a 
faster pace ( + 4,6 % ) than manufactures ( + 3, I % ), most of 
this growth stemmed from intra-EC exports, which have 
grown at an annual average rate of+ 7,5 % during the same 
period (see Table 8). Despite a recovery in 1988-89, extra
EC exports of high-tech products have been lagging over 
the entire 1982-90 period ( + 2,0 % on average). During the 
same period, the average export growth (intra- plus extra
EC) of computers ( + 11,6 %), professional scientific equip
ment ( + 6, I % ), plastics ( + 6,0 % ), electrical machinery 
( + 5,9 %) and photo/optical equipment ( + 5,8 %) has been 
particularly dynamic, although subject to great variability. 

Table 7 

Community export volumes by SITC groupings, 1982-90 

1982 

SITC O+ 1 Intra 4,1 
Food, beverages and tobacco Extra -5,7 

Total 0,1 

SITC2+4 Intra -0,8 
Raw materials Extra -6,9 

Total -2,9 

SITC 3 Intra -1,9 
Fuels Extra 6,6 

Total 0,2 

SITC 5-8 Intra 2,7 
Manufactured products Extra -2,4 

Total -0,1 

SITC 5 Intra 5,6 
Chemicals Extra 0,2 

Total 1,2 

SITC 6 Intra -0,8 
Basic manufacturing Extra -6, l 

Total - 3,6 

SITC 7 Intra 4,1 
·Machinery and equipment Extra -2,5 

Total 0,5 

SITC 8 Intra 2,4 
Other manufacturing Extra 3,0 

Total 2,6 

SITC 0-8 Intra 2,2 
Total excluding goods not elsewhere Extra -2,0 

specified Total -0,2 

•. The 1987 structure is with respect to SITC 0-8 (first column) or to total (second column). 

1983 

2,1 
1,0 
1,6 

8,8 
7,9 
9,4 

10,4 
-2,3 

4,8 

0,9 
- 1,7 
- 0,4 

5,4 
8,2 
7,3 

1,7 
-0,4 

0,9 

-1,7 
- 6,4 
-4,5 

1,7 
3,6 
2,7 

2,5 
-1,2 

0,9 

Recent trends in Community export volumes 

Community export performance has been very poor in the 
specialized machinery (-1 %) and power equipment 
( + 0~3 %) subsectors. Exports of telecommunication equip
ment and consumer electronics have recovered substantially 
in 1989 ( + 14,7 %) and 1990 ( + 14,4 %), fuelled mostly by 
its intra-EC component ( + 17,7 % and + 21 %). In fact, in 
many subsectors, the good export performance has often 
been limited to the Community internal market, while Com
munity exporters seem to have found it more difficult to 
expand into third markets. In 1990 Community exports 
experienced . volume drops in several sectors : plastics 
( - 0,2 % ), specialized machinery ( - 2,3 % ), computers 
( - 0, I % ), and especially ships and aircraft ( - 16,9 % ). 

( annual percentage change) 

1984 1985 1986 1987 1988 1989 1990 1990 Structure ( 1987)' 

1982 (%) 

7,1 4,8 5,8 3,5 2,5 5,3 3,7 4,3 13,0 71,6 
8,6 3,4 - 9,3 2,5 - 0,2 5,7 -2,0 0,4 7,6 28,4 
7,8 4,3 0,5 2,8 1,8 5,5 2,1 2,9 10,8 100,0 

4,0 7,6 -0,5 8,4 6,8 4,2 -1 ,1 4,1 4,0 71 , l 
9,8 5,1 -7,1 9,7 3,1 1,0 -3,5 2,1 2,5 28,9 
6,0 6,7 -2,9 8,1 4,5 3,4 -1,9 3,4 3,4 100,0 

7,3 5,8 -1,7 -4,9 -9,6 -3,3 0,1 0,2 5,2 71 ,6 
-2,4 0,4 4,8 -7,2 -0,6 -3,1 5,6 0,2 3,0 28,4 

3,6 3,8 -1,6 -4, l -5,8 -0,9 2,4 0,3 4,4 100,0 

6,6 5,5 5,0 6,9 7,3 9,7 4,7 5,5 77,7 56,7 
8,1 4,5 -7,0 -2,8 0,6 5,5 -0,2 0,5 87,0 43,3 
7,4 4,5 -0,9 2,6 4,1 8,1 2,5 3,1 77,2 100,0 

8,8 6,2 3,6 6,5 5,7 3,9 5,3 5,7 11 ,4 58,2 
8,2 4,9 -6,6 0,9 2,5 -0,3 -1,5 · 1,8 12,0 41,8 
9,0 5,7 -0,5 4,3 4,1 2,8 2,0 4,0 11 ,6 100,0 

6,9 3,3 4,1 4,3 6,8 7,9 5,0 4,4 19,7 60,2 
8,2 0,7 -9,3 -0,7 2,2 5,3 - 2,6 - 0,3 19,l 39,8 
7,3 2,1 -2,4 2,3 5,0 7,1 2,0 2,3 19,4 100,0 

5,6 6,4 4,3 8,0 10,1 13,2 2,6 5,8 34,3 54,8 
6,0 4,2 -7,5 5,6 -0,5 6,1 0,1 0,6 41 ,6 45,2 
5,6 4,2 -2,0 1,5 4,9 10, l 1,6 2,4 37,3 100,0 

6,2 5,9 9,2 8,6 1,4 8,2 9,8 5,9 12,4 55,8 
16,1 10,8 - 4,5 -1,0 - 0,4 9,4 3,5 4,5 14,3 44,2 
11,0 8,3 2,5 4,1 0,7 8,8 6,7 5,3 13,2 100,0 

6,6 5,6 4,7 5,8 6,0 8,4 4,2 5,1 100,0 59,5 
7,5 4,4 - 5,9 - 2,1 0,7 5,0 -0,3 0,7 100,0 40,5 
6,9 4,6 0,1 2,6 3,7 7,2 2,3 3,1 100,0 100,0 

Note : Due to the statistical methodology used to derive the volume indices, the growth rates for trade with the world may lie o utside the interval determined by the intra- and extra-EC growth rates. 

Source: Eurostat Trend, Comext. Until 1985: EUR 10. Classification used : SITC Rev. 2. 
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Table 8 

Community export volumes of 'high-technology' categories, 1982-90 
I annual percentage change) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1990 Structure ( 1987)' 

1982 (%) 

SITC 54 Intra 5,5 3,0 6,7 8,1 3,3 1,5 9,5 1,3 8,5 5,3 4,6 43,0 
Pharmaceuticals Extra 1,1 0,8 7,1 3,3 -2,5 -3,7 1,5 -0,4 -0,2 0,8 7,1 57,0 

Total 2,2 1,6 7,4 5,1 -0,5 -1 ,4 5,5 3,4 4,0 3,0 5,6 100,0 

SITC 58 Intra 6,5 10,7 7,9 8,9 7,8 8,6 15,0 5,0 2,8 8,1 14,3 67, I 
Plastics, etc. Extra -1,4 11,7 8,0 3,4 -4,4 1,0 7,7 -0,5 -7,0 2,1 8,2 32,9 

Total 1,3 11,0 8,0 6,9 3,2 6,0 14,4 3,4 -0,2 6,0 .11 ,3 100,0 

SITC 71 Intra -3,9 -8,2 1,5 5,1 -3,0 -0,5 15,8 14,8 0,2 2,4 7,8 44,3 
Power equipment Extra -4,6 -10,8 -0,9 1,5 -8,1 -4,2 9,4 2,7 5,5 -1 ,1 11,4 55,7 

Total -4,4 -9,8 0,8 2,6 -6,6 -3,0 11,6 8,2 2,8 0,3 9,1 100,0 

SITC 72 Intra 0,1 -5,3 4,5 5,4 0,3 5,1 8,6 8,1 -3,2 2.6 14,1 42,9 
Specialized machinery Extra -10,3 -14,1 3,2 5,9 -5,2 -10,2 -3,5 8,5 -1 ,5 -3,0 21,9 57, I 

Total -7,2 -11 ,5 3,7 5,7 -3,2 -4,4 2,3 8,2 -2,3 -1,0 17,0 100,0 

SITC 75 Intra 9,7 15,9 26,9 11,7 5,3 19,1 7,2 12, l 0,9 12,l 17,6 70,3 
Computers etc. Extra 11 ,8 17,1 35,6 19,0 -0,2 5,0 1,3 4,7 -2,7 10,2 8,6 29,7 

Total 10,6 16,0 30,3 14,2 3,0 14,8 5,7 10,0 -0,1 11,6 12,9 100,0 
SITC 76 · Intra -0,5 0,3 4,3 9,3 14,5 11,4 11 ,8 17,7 21,0 10,0 6,6 53,2 
Telecoms and consumer electronics Extra 4,4 -9,8 6,0 6,2 -8,4 2,5 -11,6 9,9 7,0 0,7 6,7 46,8 

Total 2,2 -4,6 3,1 6,9 1,9 6,4 -0,2 14,7 14,4 5,0 6,7 100,0 
SITC 77 Intra 6,8 2,1 11,2 8,8 6,9 6,4 14,5 5,9 7,3 7,8 19,2 57,3 
Electrical machinery Extra 5,9 0,2 7,6 6,6 -0,8 -0,5 8,6 7,9 5,8 4,6 16,6 42,7 

Total 6,2 0,9 9,6 7,5 2,8 3,2 9,2 6,3 7,9 5,9 18,4 100,0 
SITC 79 Intra 22,9 -27,7 13,3 -14,1 -19,9 3,6 97,8 36,9 -19,4 10,4 5,5 47,6 
Ships, aircraft Extra 1,0 3,9 11,5 -25,3 -24,l -3,8 46,2 20,7 -10,6 2,2 7,0 52,4 

Total 10,6 -8,9 14,5 -23,4 -21,2 1,6 . 44,9 29,6 -16,9 3,4 8,1 100,0 
SITC 87 Intra 4,2 2,4 10,9 13,0 8,3 6,7 3,0 5,5 6,1 6,7 6,3 46,2 
Professional and scientific equipment Extra 3,3 3,1 19,1 20,4 -3,4 0,2 2,7 2,2 4,5 5,8 8,6 53,8 

Total 3,5 2,7 16,0 17,2 1,1 3,0 3,2 3,4 5,0 6,1 7,1 100,0 
SITC 88 Intra 1,4 1,1 6,9 6,7 1,2 9,7 9,6 9,5 3,5 5,5 3,9 53,9 
Photo and optical equipment Extra 5,2 4,2 15,6 9,1 -6,2 2,9 7,4 15,1 -2,8 5,6 3,9 46,I 

Total 3,0 2,3 11,8 7,6 0,0 6,2 8,2 12,0 0,8 5,8 3,9 100,0 
Total Intra 5,5 2,2 11,0 7,5 3,8 8,3 15,8 10,2 2,8 7,5 100,0 53,7 
High technology Extra 0,0 -1 ,8 9,7 5,4 -5,5 -2,5 5,6 6,7 0,5 2,0 100,0 46,3 

Total 2,5 0,0 10,6 5,5 -1,4 3,1 10,0 9,3 1,5 4,6 100,0 100,0 

. The 1987 structure is with respect to SITC 0-8 (first column) or to total (second column) . 

Note : Due to the statistical methodology used to derive the volume indices. the growth rates for trade with the world may lie outside the interval detennincd by the intra- and extra-EC growth rates. 

Source: Eurostat Trend, Comext. Until 1985: EUR 10. Classification used : SITC Rev. 2. 

7 .1. Export and cost performances m the EC, 
USA and Japan 

An unfavourable geographic and product composition of 
Community exports1, combined with a substantial US dollar 
depreciation, was partly responsible for the substantial drop 
in Community (extra-EC) export volumes in 1986 (-5,8 %) 
and 1987 .( - 2, I % ), and their stagnation in 1988 ( + 0, 7 % ). 
Community exports recovered in 1989 ( + 5,0 %) but drop
ped again in 1990 ( - 0,3 % ). 
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See European Economy No 42, Analyiical study No 6, pp. 208-15, 
November 1989. 

The modest performance of Community exports in third 
markets is reflected in its market share of world exports, 
which has been declining until very recently (see Table 9). 
In this regard, there is some similarity with the pattern 
observed for the American market share. After a substantial 
decline (from 25,5 % in 1980 to 22,5 % in 1988 for the EC, 
and from 18,9 % in 1981 to 14,4 % in 1986 for the USA), 
in the late 1980s their export market shares (as a share of 
total OECD exports) have either stabilized or recovered. 
Since 1986 the recovery of the American market share has 
been relatively stronger, although the 1990 figures point 
towards a drop, while a continued (albeit modest) improve
ment appears in the Community market share. 



The relatively poor performance of the Community's exports 
during most of the 1980s is largely related to changes in the 
relative competitiveness of its manufacturing sector, which 
dominates EC merchandise exports. Within manufacturing, 
market share losses have been particularly large for motor 
vehicles ( - 6,6 percentage points between 1980 and 1988), 
electrical equipment ( - 6,2), metal products ( - 6,2), agri
culture machinery ( - 4,6) and processed food products 
(- 5,5). 

In contrast, during the 1980s Japan's market share followed 
a trend opposite to that of both the Community and the 
USA. In fact, the sharp rise in its market share between 1980 
and 1986 (from 10,8 % to 14,7 %) was followed by a gradual 
deterioration during the rest of the decade ( of about three 
percentage points by 1990). 

A relevant factor behind the relative export performance of 
the EC, Japan and the USA (and the increase and subsequent 
partial reduction of their payments imbalances) has been 
the very large swings in their external competitiveness, one 
measure of which is provided by the real effective exchange 
rate (see Graph 6a). For the Community as a whole, the 
temporary depreciation of the nominal exchange rate in 
1988-89 was not sufficient to reverse the overall decline in 
external competitiveness, caused by a substantial nominal 
exchange rate appreciation in the second half of the decade 
(of some 36 % between the first quarter of 1985 and the 
fourth quarter of I 990). This appreciation was accompanied 
by steadily rising (relative) unit Jabour costs (see Graphs 6b 
and 6c). More recently, the competitive position of the 

Table 9 

Community, United States and Japan shares in world exports, 1980-9&1 

1980 1981 1982 1982 

ECb 
Manufactures 26,7 25,9 25,9 25,3 
Total goods 25,5 25,2 25,0 24,4 

USA 
Manufactures 16,2 17,6 16,9 16,1 
Total goods 17,7 18,9 18,3 17,3 

Japan 
Manufactures 12,3 14,9 14,4 15,3 
Total goods 10,8 12,8 12,3 13,1 

' As a percentage or OECD"s total exports. 
b Extra-EC exports. . 1988-90 data from OECD. Monthly statistics of foreign tra<k, various issues . 

Sour<·e : 1980 to 1988: Volimex. 

Recent trends in Community export volumes 

Community has been somewhat enhanced by the real de
preciation of Community currencies during 1991, which is 
likely to contribute positively to the timid recovery in the 
EC export share observed in 1989 and 1990 (see Table 9). 

At the other end, changes in the competitive positions within 
the Community, where nominal exchange rates have been 
fairly stable, largely reflect differences in the price and cost 
performances between individual Member States. 

The strong improvement in the US competitive position 
since 1985 has largely been brought about by a large nominal 
US dollar depreciation ( - 42 % between the first quarter of 
1985 and the fourth quarter of 1990), combined with stable 
and/or declining unit labour costs relative to its main trading 
partners. Concerns that the US dollar over-depreciated have 
eased somewhat, given a 10 % nominal appreciation during 
the first three-quarters of 1991. Japan's competitive position 
since 1985 has deteriorated considerably on account of a 
rapidly appreciating yen ( + 62 % in nominal terms by the 
end of 1988) which has more than offset its better perform
ance in terms of unit labour costs. 

7.2. The correction of trade imbalances 

Although not the only factor affecting trade flows, move- . 
ments in real effective exchange rates have had a major 
(albeit lagged) effect on the reduction of current account 
imbalances. As illustrated by Table 10, the Community has 

1984 1985 1986 1987 1988 1988· 1989· 1990• 

24,6 24,9 24,7 24,3 23,1 
23,7 24,0 24,2 23,8 22,5 20,6 21,2 21,4 

16,2 15,6 13,5 13,2 14,4 
17,6 16,6 14,4 14,5 16,0 16,2 17,1 16,0 

16,6 16,4 16,3 15,1 15,2 
14,3 14,3 14,7 13,6 13,9 13,4 12,9 11,7 
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moved from a current account surplus with the rest of the 
world of 0,7 % of GDP in 1985 to an expected deficit of 
-0,8 % for 1991. Within the Community, very different 
performances have been recorded among the individual 
Member States. The overall deficit forecast for 1991 is in 
part related to unforeseen developments, namely German 
unification which has led to a surge in imports. Germany is 
in fact expected to move from a 3,2 % GDP surplus on its 
current account (West Germany) in 1990 to a 1,1 % deficit 
for 1991 (unified Germany). In fact, there may be a risk 
in the years to come that the combination of short-term 
developments (economic growth differentials) with the 
longer term impact of effective exchange rate movements on 
trade flows places the Community in a position similar to 
that of the United States in the 1980s. 

Table 10 

Balance of current transactions as a percentage of GDP at market 
prices, 1985-91 

1985 1988 1989 1990 1991' 

EC 0,7 0,1 -0,1 -0,2 -0,8 

United States -2,9 -2,5 -1,9 -1,6 -O,lb 

Japan 3,7 2,8 2,1 1,2 1,5 

11 Forecast. 
b The marked improvement in the American balance in I 991 is also due to the financial 

transfers received by the USA to support the war effort in the Gulf. 

Improving US compet1t1veness has slowly helped reduce 
its current account deficit, although the recent domestic 
recession has also played an important role. The American 

· deficit has fallen from -2,9 % of GDP in 1985 to -1,8 % 
in 1990, and is expected to continue to improve in 1991. In 
contrast, the appreciating yen has helped reduce the Japanese 
current account surplus from 3,7 % of GDP in 1985 to 1,2 % 
in 1990. 
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Summary 

Summary 

German unification exposed the East German economy to three 'big bangs' : (i) the immediate abolition of protectionist 
instruments as a consequence of economic and monetary union, (ii) the sudden and complete integration of the East and West 
German labour market as restrictions on migration were lifted, and (iii) the imposition of the legal and institutional framework 
of a developed market economy as a consequence of political unification. The source of greatest impact on output and employment 
was the sudden abolition of State controls on trade accompanied by the replacement of the non-convertible Ostmark with a fully 
convertible and overvalued ( in relation to East German productivity) Deutschmark. As a consequence, East German producers 
lost virtually their entire domestic market overnight. Trade diversion from East to West Germany quickly reached very high 
levels, while East German retailers began to substitute West German for East German goods. In consequence, the unprepared 
East German producers were quickly bankrupted. A further slump in domestic production followed the transformation of East 
European trade relations and the lack of hard currency available to other East European countries. 

The loss of the domestic and the eastern markets for East German producers led to a significant downward adjustment of 
production and employment in East Germany. While agricultural production about halved, industrial production slumped by 
about 60 to 70 % within the first 12 months airer monetary union came into effect. Only the construction sector's output 
declined by less than JO% while the services sector, traditionally underdeveloped in communist economies, benefited from the 
transformation of the East German economy. The labour market came quite fast under pressure from three sources: plunging 
output, the need to improve productiviiy, and wage increases ahead of productivity developments. Although with some time-lag, 
employment has started to adjust significantly downwards. Despite large-scale public labour-market interventions, special early 
retirement" schemes and a rapidly growing cross-border labour market, registered unemployment surpassed the benchmark of 
one million already in spring 1991 and by the end of 1993 four to five million jobs will probably be lost. 

The goal of economic policy is to transform the East German economy into a competitive .and dynamic market economy, 
preferably with more labour-intensive production methods and avoiding a slump in purchasing power. The results, up to now, . 
however, have been mass unemployment, a sharp fall in GDP and very high public sector deficits. These disappointing results 
were, however, unavoidable considering the conditions prevailing in East Germany. The main purpose of labour market policy is 
to foster a self-sustaining employment-creating growth path. Nevertheless, there is little doubt that East German labour supply 
will far exceed demand over the next years. Two different labour markets reflecting a dual economy will exist in parallel in 
East Germany for some time. In the context of a short-term response to unemployment, consideration has been given to the 
creation, on a temporary basis, of a 'parallel' labour market and economy, consisting of public job-creation programmes and 
publicly financed employment companies (Beschiiftigungsgesellschaften). Furthermore, large-scale private and public investment 
will be needed to transform the East German economy. The performance of neither public nor private investment to date has 
been adequate. However, as political, social and legal uncertainties - constituting a major obstacle to new investment:_ have 
been eliminated in the course of 1991 and large-scale investment-supporting measures have been adopted, prospects for a recovery 
in East Germcny are all in all quite favourable. This holds especially for the construction and for the services sector. Quite 
gloomy are prospects for existing enterprises of the manufacturing sector. 
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1. On the road to unification 

The opening of Hungary's western border in mid-1989 was 
the trigger for dramatic changes not only in Germany but 
throughout Europe. Within months, the migration of thou
sands of East German citizens to West Germany, at first via 
Hungary but later via Czechoslovakia and Poland also, led 
to the fall of the Berlin Wall and ultimately to the overthrow 
of the communist regime in East Germany. Within three 
weeks of the fall of the Berlin Wall, Chancellor Kohl outlined 
his vision of a gradual evolution of common institutions 
between the FRG and the then GDR, leading to a federation 
of the two German States. On 6 February 1990, the Chancel
lor proposed negotiations on the creation of a monetary 
union which began in the following month. 

It was the rapidly accelerating migration from East to West 
Germany which provided the main impetus to early unifi
cation. The scale of migration flows was explained by two 
main factors. Firstly, the younger and more highly skilled 
members of the East German labour force perceived an 
opportunity to obtain a well-paid job in West Germany; this 
would facilitate almost immediate access to the wealth of 
the West German economy. Secondly, migrants from the 
East were legally entitled to support from a very generous 
system of public allowances on taking up residence in West 
Germany (e.g. integration allowances, unemployment and 
other social security benefits, public accommodation). The 
transaction costs of emigrating from East to West Germany 
were low relative to the potential economic benefits so that 
the risks attached to migration were not very significant. 

After the change of political regime in the GDR in March 
1990 (in the general elections of 18 March, the CDU obtai
ned an overwhelming majority as the party favouring full 
unification at the earliest possible date) the first State treaty 
between East and West Germany was negotiated; this pro
vided for the creation of a monetary, economic and social 
union effective from I July 1990. The treaty made the 
Deutschmark the sole legal tender in East Germany and 
assigned responsibility for East German economic policy to 

. West German authorities (Bundesbank, Ministry of Finance, 
Ministry of Economics, Ministry of Labour and Social Af
fairs). Financial support to East Germany was also provided 
through the 'German Unity' fund, which is designed to 
channel public transfers ofDM 120 billion to East Germany 
over the five-year period 1990-94. 

The State treaty was the first and most important step 
towards merging the respective economies and ultimately 
the political systems of the two German States. In fact, 
German economic, monetary and social union was conceiv-

. able only against a background of an anticipated political 
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unification. The signing of the Unification Treaty 
(31 August 1990) and the accession of the newly created East 
German Lander to the FRG on the basis of Article 23 of 
the Basic Law (3 October 1990) completed the unification 
process in legal and institutional terms. However, integration 
of the East German economy in terms of living standards, 
per capita income and the quality of public and private 
capital stock remains a major challenge. 

2. The economic approach to unification : Three 
simultaneous shocks and no transition period 

The chosen approach to unification was to expose the East 
German economy to three 'big bangs': (i) the immediate 
abolition of protectionist instruments as a consequence of 
economic and monetary union, (ii) the sudden and complete 
integration of the East and West German labour market as 
restrictions on migration were lifted and (iii) the imposition 
of the legal and institutional framework of a developed 
market economy as a consequence of political unification. 

While the effect of monetary union on nominal stability in 
Germany was extensively discussed, the implications for the 
real economy were more significant. The source of greatest 
impact on East German output and employment was the 
sudden abolition of State controls on trade accompanied by 
the replacement of the non-convertible Ostmark with a fully 
convertible and overvalued (in relation to East German 
productivity) Deutschmark. Overnight, East Germany was 
transformed from an economy characterized by repressed 
inflation to a market-oriented economy where demand for 
poor-quality domestic output virtually collapsed in the face 
of competition from West German imports. 

Not surprisingly, the heavily administered external trade 
system was ill-suited to the new market environment. Hard
currency imports soared because of changing preferences and 
the much wider availability of Deutschmarks; meanwhile, 
exports to Western countries remained negligible. The ab
rupt collapse of the centrally planned trading system also 
reflected low demand for the exports of the Comecon 
countries and the fact that exports from East Germany 
to these countries had to be paid for in hard currency. 
Consequently, the East German trade balance, almost in 
equilibrium in 1989, exhibited a deficit of about DM 120 
billion (70 % of East German GDP over the first 12 months 
after monetary union) . 
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3. Economic consequences for East Germany to 
date 

As a consequence of opening the border, East German 
producers lost virtually their entire domestic market over
night. Trade diversion from East to West Germany quickly 

. reached very high levels, while East German retailers began 
to substitute West German for East German goods. In 
consequence, the unprepared East German producers were 
quickly bankrupted. A further slump in domestic production 
followed the transformation of East European trade re
lations from a system of (non-convertible) transferable 
roubles to a system based on hard-currency which was 
intensified by the disappearance of old State regulations on 
trade and the lack of hard currency available to other East 
European countries. On a genuine market basis, exports of 
East German products to eastern countries collapsed almost 
completely after January 1991. 

3.1. The adjustment of output 

Empirical evidence based upon the estimates of private sec
tor institutions1 (such as the Berlin-based DIW) and other 
indicators (such as production indices, retail sales turnover, 
the evolution of the external balance vis-a-vis West Germany 
and figures from the labour market) clearly indicate a severe 
slump in output. In 1990, the dee.line in GDP volume may 
have been as much as 20 % and a further decline of as much 
as another 20 % is likely to occur in 1991. 

Official national accounts figures for East Germany do not show the 
slump in output as a result of currency union, as the statistical o~ce 
has not yet expressed existing national accounts figures for earlier 
periods in terms of Deutschmarks. 
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Table 1 

Output and productivity 

1989 

GDP (nominal, billion DM) 234 
GDP growth (real) 
GDP deflator (% change) 
Productivity per head (% change)2 

in % of West German productivity2 32 

Economic forecasts, autumn 1991. 
50% of all short-time workers are treated as actually unemployed. 

Source: Commission services. 

The abrupt shift in demand to imported products and the 
collapse of eastern export markets have led to a dramatic 
fall in industrial production; gross value-added of the manu
facturing sector still represented more than 44 % of total 
gross value-added in the second half of 1990 (West Germ
any: 40,5 % ). By late summer I 991, the level of production 
seems to have stabilized at about one-third of that recorded 
before monetary union. On the one hand, output of con
sumer goods for the domestic market (e.g. food and textiles) 
collapsed immediately after the introduction of the Deutsch
mark to some 30 % to 40 % of its earlier level. On the other 
hand, output of investment goods and exports declined by 
'only' between 20 % and 30 % in the initial phase of monet
ary union; these industries could still sell their products 
within the transferable-rouble system until the end of 1990 
and thus were not affected to the same extent by monetary 
union. However, the transferable-rouble system was aboli
shed in January 199 l and the suppliers of investment goods 
were then also exposed to hard-currency competition. Conse
quently, the fall in output of investment goods was only 
postponed for some months and output is now only about 
30 % of its previous level. Even these remaining exports rely 
to a considerable extent upon newly introduced subsidies 
especially favouring exports to the Soviet Union. 

Adjustments in the agricultural sector primarily reflect the 
integration of a centrally planned sector, organized like an 
industry, into the Community's common agricultural policy 
(CAP) and the West German agricultural policy framework. 
Output slumped for different reasons. Firstly, the collapse 
of the old regime left behind a vacuum, leading not only to 
a breakdown in the traditional distribution system but also 
to liquidity problems. Before market interventions under the 
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1990 1991 1 19921 19931 

178 159 213 262 
-19 -20 7 9 
-6 12 25 13 
-9 13 13 9 
29 32 36 38 

CAP could be made, the loss of domestic mar~ets and 
depressed agricultural incomes resulted in a sharp loss of 
employment in this significantly overmanned sector. Gross 
value-added .in the agricultural sector is estimated to have 
plunged by almost 50 % in the second half of 1990. Secondly, 
the transformation of this sector from collectives to small 
and medium-sized farms was hindered by East German . 
farmers' unwillingness or inability to accept entrepreneurial 
risks because of unclear property rights and a shortage of 
liquidity. Thus, the typical response has been to reduce 
agricultural activity by participating in set-aside programmes 
and by leasing land and farms to western investors. Finally, 
Community intervention prices are lower than those apply
ing under the previous regime. Early indications now suggest 
that agricultural output is about to stabilize at existing levels 
while the transformation to a structure in line with national 
and EC regulations and policy objectives is continuing 
slowly. 

The East German construction sector has been affected by 
the removal of centralized control of supply and demand 
conditions and enormous liquidity constraints on potential 
(private and public) investors. Nevertheless, construction 
activity has declined by only about 5 %, mainly as a result of 
reduced residential investment. The outlook for construction 
activity, which has been identified as potentially the main 
source of recovery for the East German economy, is very 
promising. New public orders rose sharply as a consequence 
of the 'upswing east' programme. However, residential con
struction is still restrained by severe liquidity constraints. 
Moreover, capacity problems may soon emerge as both the 
capital stock and the labour force adjust only slowly to the 
new demand profile. 
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On a disaggregated basis, the economic performance of 
the services sector has been variable. Developments are 
promising in areas traditionally underdeveloped in commu
nist economies (e.g. the financial sector and liberal pro
fessions) . Other services have suffered due to the difficulties 
in the manufacturing sector, gloomy macroeconomic pros
pects and the relatively low income levels of private house
holds compared to sharply increased prices. Furthermore, 
the turnover of East German retailers has been negatively 
affected by trade diversion across the old border and by 
mail-order sales. 

3.2. The adjustment of employment 

The East ·German Jabour market is, at present, under press
ure from three sources. Firstly, plunging output due to 
the loss of both domestic and export markets implies a 
corresponding reduction in employment, mainly in manufac
turing industry. Secondly, the shift from inefficient central 
planning to more efficient market-oriented management and 
production methods is also likely to reduce employment 

significantly in all sectors. The structure of East German 
employment was clearly not based on an efficient allocation 
of resources and the scope for increased productivity through 
a rationalization of labour must be exploited. Finally, East 
German wage formation is less related to the productivity 
and profitability of East German enterprises than to wage 
developments in West Germany; this implies a rapid catch
ing-up in East German wages to western levels. Therefore, 
the reorganization of existing enterprises may prove more 
costly in terms of employment losses than was originally 
anticipated. 

Total employment has already dropped quite dramatically, 
pushing the number of registered unemployed and short
time workers to about 25 % of the labour force in 1989.1 

However, the adjustment in employment is not nearly com
pleted. With GDP volume falling by 35 % between end-

Furthermore, about l,9 million people formerly employed no longer 
enter East German labour-market statistics, having taken early retire
ment, re-entered the education system; emigrated or become cross
border commuters. 
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1989 and end-1991 and the need for sharp productivity 
improvements within surviving East German enterprises, a 
reduction of total employment by 4 to 5 million jobs may 
have occurred before the hoped-for recovery of output will 
reverse the overall employment trend. 

Job losses will be concentrated in manufacturing industry, 
but will also occur in the agricultural and non-tradable 
sectors. On the other hand, employment creation as a result 
of expansion in the services sector could offset or even 
overcompensate for job losses in this sector. With respect to 
the overstaffed public sector, substantial rationalization of 
the labour force is unlikely for administrative, legal and 
political reasons. Furthermore, the implementation of West 
German laws and procedures requires a training and tran

. sition period for existing staff implying reduced 'pro
ductivity'. Finally, the legacy of the former communist ad
ministration, e.g. the resolution of numerous disputes over 
property rights, will require additional public sector em
ployees. Therefore, public sector employment may remain 
fairly high during a longer transition period. .• 
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3.3. The adjustment of wages and prices 

In the old GDR, prices and wages were not determined by 
demand-supply conditions but by political considerations. 
While prices for basic goods and services (food, housing, 
energy, etc.) were heavily subsidized, most other products 
were subject to very high luxury taxes and production levies 
designed to constrain demand to prevailing levels of supply 
and to finance subsidies in the other areas. 

Following monetary union, prices for tradables adjusted 
almost immediately (after some over- and undershooting) to 
West-German levels; this reflected the complete integration 
of the West and the East German goods markets. While the 
prices of previously subsidized goods doubled or even tri
pled, the prices of previously heavily taxed goods slumped 
by up to 80 %; the index for industrial products fell by about 
30%. 

Non-tradables prices, no longer subject to administrative 
regulations, have been moving in line with cost developments 

1991 1 1992' 
3 

1993' 1990 

- Employeesl - Self-employed - Job-creation 11:hcmc 

- Short-time worlten 

1 &onamicfONCUl.autwna l991. 
2 &dlNffllllllort-lawodcnud~---
So,,,rr:~NMCII. 

172 

- Rqiatend unemployed 



since unification. Other administered prices (in particular 
rents and transportation) were only partially deregulated 
but prices for telecommunication services, energy and public 
transport services have almost doubled over the last twelve 
months. Housing rents, still frozen at the level of the mid-
1930s, were subject to an initial moderate increase in 
October 1991 and charges for the running costs of accommo
dation have now risen to a more realistic level. The latter 
led to an enormous jump in the overall consumer price index, 
as running costs for accommodation had previously been 
borne by the government and have emerged as significantly 
above those which characterize other market-oriented econ
omies. Nevertheless, the rate of return on existing housing 
stock remains below that required to stimulate investment 
so that demand far exceeds the supply of appropriate accom
modation. 

The development of the overall cost-of-living index in East 
Germany indicates an initial and overall fall before monetary 
union came into effect; this trend reflects suppliers' attempts 
to run down stocks of East German ·products and the net 
downward effect of changes in the system of taxes and 
subsidies on prices. The overall fall in the consumer price 
index may imply some increase in purchasing power soon 
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after monetary union began. However, subsequent cost 
(wage) developments in services and the adjustment of admi
nistered prices led to a continuous and quite steep rise in the 
overall index which is now about 15 % above its level of one 
year ago. This steep rise is mainly a reflection of the still 
incomplete process of adjustment from administered prices 
to market prices. I 

German economic, monetary and social union as well as 
political union was triggered and driven by the integration 
of the two labour markets, implying a likely catching-up of 
East German wages to West German levels. The outcome 
of coHective wage agreements in East Germany differs from 
sector to sector with differentiation in the growth of salaries 
broadly in line with the overall economic situation and 
prospects facing each individual sector. Thus, branches with 
favourable prospects (such as the banking and insurance 
sector, the services sector, and also the construction sector) 

There is, in any case, an index number problem in assessing the overall 
rate of inflation, as the published index is still based upon a pre
unification basket of goods and services but major shifts in relative 
prices and changes in consumer preferences have resulted in a different 
pattern of expenditures. 
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have agreed wage levels of more than 60 % of the respective 
West German level in early 1991. Wage levels in industry 
generally remain below this benchmark. In the public sector, 
where productivity-related wage formation is difficult to 
apply, wage adjustment has proceeded slowly relative to 
other sectors. It should also be noted that statutory wage 
levels equal to 60 % of the West German level may be 
equivalent to less than 50 % of the effective West German 
wage. Finally, the coverage of statutory wage agreements in 
East Germany is less complete than in West Germany; only 
employers who belong to an employers' association are 
bound by these agreements. Consequently, wage levels in 
East German industry probably do not exceed 50 % of the 
West German level at present. Nevertheless, this level is 
certain to rise further in the near future and is not justified by 
relative productivity. Output per employee in East German 
industry is estimated to be about 30 % of the level in West 
German industry only. 

3.4. The adjustment of the savings-investment 
balance and the current account 

The dramatic shift within East German demand, the collapse 
of trade with Eastern Europe early in 1991 and the outdated 
East German capital stock have led to a considerable deterio-

Table 2 

The external performance of East Germany 

1989 

Exports of goods to West Germany 5,7 
Imports of goods from West Germany 7,5 
Exports of services to West Germany 3,0 
Imports of services from West Germany 4,5 

Trade balance with West Germany (goods and services) - 3,3 

Export of factor income to West Germany 
Import of factor income from West Germany 

Factor income balance with West Germany 

Exports of goods and services to abroad 
Imports of goods and services from abroad 

Trade balance with abroad (goods and services) 

Public transfers from West Germany 

Current account balance 

1 Economic forecasts. autumn 1991. 
Sourer: Commission services. 
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44,8 
40,9 

3,9 

5,1 

5,7 

ration in sectoral savings-investment balances and hence 
in the all-German external current account. With demand 
significantly in excess of domestic supply, East Germany has 
Had a huge deficit in its external trade and services balance 
from the outset of the unification process. Despite subsidiz
ing exports to CMEA partners, the trade deficit reached 
36 % of. estimated East German GDP in the second half of 
1990 and continues to rise. As huge public transfers from 
West Germany allow private households to maintain a level 
of consumption independent of changes in the domestic 
production system, there is effectively no current account 
constraint. 

The huge size and sudden emergence of the demand-supply 
gap in East Germany finds its main counterpart in a corre
sponding swing in the all-German public sector balance. 
Despite a comprehensive package of revenue-increasing 
measures, early in 1991, the surplus on the public sector 
balance in 1989 (0,2 % of West German GDP) was trans
formed into a deficit of 3,6 % of all-German GDP in 1991. 

A tentative assessment of the sectoral financial balances in 
East Germany in the first six months after monetary union 
(i.e. in the second half of 1990) shows a balanced situation 
for private . households; this is due to public transfers of 
about OM 40 billion (38 % · of East German GDP) from . 

( values. billion DM) 

1990 19911 19921 19931 

7,3 13,1 20,6 25,8 
48,1 144,0 163,8 174,1 

8,5 9,1 12,7 15,6 
28,6 48,2 49,3 43,3 

-60,9 . -170,3 -179,8 -175,9 

2,9 13,2 19,9 21,6 
0,2 0,5 2,2 2,4 

2,8 12,7 17,7 19,1 

42,2 26,5 22,3 25,1 
24,0 19,1 22,1 25,3 

18,2 7,4 0,2 -0,2 

43,0 90,0 100,0 100,0 

3,1 -60,2 -61,9 -5,7 



Table 3 

Sectoral savings-investment balances 

Private households 
Enterprise sector 
Public sector 
Current account 

Sources: Bundesbank. Commission forecast (Nov. 1991). 

West Germany. The public sector was also in balance, while 
the enterprise sector ran a deficit of OM 23 billion (22 % of 
East German GDP). The imbalance in the enterprise sector 
is not the result of a strong surge in investment but of a 
sharp slump in revenues due to a poor competitive position 
on the domestic market; thus, the financial accounts of East 
German enterprises are clearly in a most unhealthy state. In 
West Germany, the financial accounts of the enterprise sec
tor reflect a continuation of the very buoyant investment 
performance, with financial balances deteriorating but re
maining in a broadly favourable condition. Private house
holds increased their savings mainly as a consequence of tax 
cuts early in 1990. 

The most important factors determining the all-German 
current account balance were the deterioration of the East 
German enterprise balance sheet and the surge in public 
sector borrowing. Early in 1991, the latter increased further 
as a result of significant unilateral transfers to the United 
States (in the context of the Gulf war) and to the Soviet 
Union (related to the withdrawal of Soviet troops from East 
Germany). In consequence, the current account balance 
indicated a significant deficit of about OM 29 billion in 
the first eight months of 1991, compared to a surplus of 
OM 59 billion in the same period a year before. 

4. The need to establish a favourable 
economic-policy framework 

· The goal of economic policy is to transform the East German 
economy into a competitive and dynamic market economy, 
preferably with more labour-intensive production methods 
and avoiding a slump in purchasing power. All of this 

The need to establish a favourable economic-policy framework 

(in billion DM) 

1990 1991 1992 1993 

0,3 5 JO 15 
-23,4 -50,2 -41 ,9 -37 

0 -15 -30 -35 
-23,1 -60,2 -61,9 -57 

requires large-scale adjustment. The results up to now, how
ever, have been mass unemployment, a sharp fall in GDP 
and very high public sector deficits. These disappointing 
results were unavoidable considering the conditions prevail
ing in East Germany. Firstly, emigration remains an attract
ive option for much of the East German labour force so 
long as large-scale capital flows into East Germany do not 
materialize. Secondly, the East German economy, which 
has been isolated for decades from developments in world 
markets and with outdated capital stock and production 
methods, must now be rapidly transformed into a competi
tive market economy. Thirdly, after more than 40 years of 
central planning, East German society must now adjust to 
a system of decision-making at a decentralized or micro
level. Finally, the population is not willing to accept a 
collapse in purchasing power during the adjustment period. 
·Models of systems to tackle undesirable migration flows and 
to foster large-scale capital inflows exist (with some success 
in West Berlin but less so in the Mezzogiorno) but there is 
no prior experience on which to base a transformation from 
central planning to market-oriented economic management. 

4.1. Dealing with the dramatic slump 
in employment 

Although the main purpose of labour market policy is to 
foster the creation of new and self-sustaining employment, 
there is little doubt that East German labour supply will far 
exceed demand over the next few years. Two different labour 
markets reflecting a dual economy will exist in parallel in 
East Germany for some time. On the one hand, there will 
be fast-growing sectors, e.g. services and those parts of 
manufacturing industry based on a modern and productive 
capital stock financed by post-unification investment. This 
part of the economy will be able to pay high wages, as 
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productivity could be even above average West German 
levels. On the other hand, there will be declining sectors, e.g. 
agriculture, mining and parts of the manufacturing sector 
still using pre-unification capital stock. The survival of these 
sectors and branches is already threatened at current wage 
levels. As the economy is split into two extremely divergent 
sub-economies and a dramatic slump in employment has 
been unavoidable, a two-handed approach to labour-market 
management is necessary. 

The first element of this approach addresses the short-term 
management of mass unemployment. It does, however, not 
comprise general wage subsidies to facilitate a gradual ad
justment of the old capital stock, as they may prove costly 
in the long run, even if they are designed to be progressively 
phased out. Indeed, the implications for the relative competi
tive positions of subsidized and non-subsidized branches and 
enterprises will hinder new inve8tment in East Germany; 
this, in turn, will result in a slowing down in the adjustment 
process by supporting old non-competitive structures at the 
expense of new and more competitive structures. Therefore, 
the government should not try to retard the loss of economi
cally unsustainable employment. 

In the context of a short-term response to unemployment, 
consideration has been given to the creation, on a temporary 
basis, of a 'parallel' labour market and economy, consisting 
of public job-creation programmes, publicly financed em
ployment companies ( Beschiiftigungsgese/lschaften), etc. 
The goal is to absorb a significant part of the unemployed 
labour force in this temporary parallel economy. However, 
production in this part of the economy is designed to inter
fere as little as possible with production in the private sector 
and should mainly focus on the provision of public goods 
or goods with positive externalities such as environmental 
recovery, social services, etc. However, salaries in this 'paral
lel' labour market would need to be set so as to maintain a 
positive incentive to seek employment in the competitive 
labour market. Furthermore, public subsidies to employ
ment in the parallel labour market should be phased out over 
time. Negative repercussions on the real economy cannot be 
avoided, given the size of the labour force likely to be 
employed in this 'parallel' market. However, negative effects 
would probably be less damaging than those related to other 
interventions designed to manage mass unemployment. In 
general, the shift of official labour-market policy in the 
direction of job-creation programmes and employment com
panies, which took place in mid-1991, is to be welcomed. 
Nevertheless, such schemes need to be intensified, as alterna
tive schemes to retard or avoid employment adjustment in 
the real economy, e.g. through special short-time working 
schemes or wage subsidies for (parts of) the private sector 

176 

are increasingly acting as a disincentive to the adjustment . 
of existing enterprises, to privatization and to private capital 
inflows. 

Complementary to the 'parallel' labour market but of a 
more medium-term character would be large-scale retraining 
of the labour force, as the nature of labour demand in East 
Germany changes. At present, the most promising areas for 
retraining are construction and environment-related activi
ties as well as the services sector. Retraining facilities and 
programmes will also need to be provided by public sector 
institutions, as the scale of required retraining activities is 
enormous and not manageable by the private sector alone. 
Furthermore, the special nature of the labour force to be 
retrained demands a more flexible approach to retraining. 

4.2. Attracting private risk capital 
and privatization 

Large-scale private and public investment will be needed to 
transform the East German economy. However, the per
formance of neither public nor private investment to date 
has been adequate. Public investment remains hampered by 
the lack of administrative absorption capacities. With regard 
to private investment, there is no obvious reason to assume 
that investors would be more hesitant to invest in East 
Germany than elsewhere given the same expected rates of 
return. Consequently, the cautious approach of private in
vestors, despite the opening-up of a completely new market, 
must imply the existence of less visible disadvantages which 
have reduced the expected rate of return and so have dimini
shed the attractiveness of East Germany as a place of invest
ment. Indeed, until mid-1991, political, social and legal un
certainties, e.g. concerning property rights, constituted a 
major obstacle to new investment. 

Since mid-1991, however, the legal framework for investment 
has improved and the package of subsidies is expected to 
boost investment significantly since investment costs in East 
Germany are now reduced by up to 75 %. Nevertheless, 
some important obstacles to rapid investment growth still 
exist, namely shortcomings in public administration and in 
public infrastructure. While the former may improve within 
the coming year, the latter will continue to be felt for quite 
some time as a result of budgetary constraints and limitations 
on capacity in both the public and private sector. Neverthe
less, commitments to large-scale public infrastructure invest
ment, albeit delayed by planning constraints on behalf of 
the administration, could boost expectations and strengthen 
private investment. 



Box: Major investment-supporting measures (1990-91) 

Measures 

Reduce acquisition cost 

The need to establish a favourable ecopomic-policy framework 

Duration 

Investment grant for equipment (until 31 December 1991: 12 %, thereafter: 8 %) 
Investment grant (up to 23 %) from the joint programme 'Improvement of regional 
industry structure'; financed by: - the Federal Government and the five new Lander 

l July 1990 to 31 December 1994 

1 July 1990 to 30 June 1995 

- the European Communities 1 January 1991 to 31 December 1993 

Investment grant (up to 90 % for business-related municipal infrastructure) financed by: 

- the Federal Government and the five new Lander 1 July 1990 to 30 June 1995 
- the European Communities 1 January 1991 to 31 December 1993 

Special taxation allowances 

Two-year exemption from personal and corporat~ income tax up to DM 10 OOO for 
enterprises established before l January 1991 l January 1990 to 31 December 1990 

1 January 1990 to 31 December 1991 

1 January 1991 to 31 December 1994 

Creation of appropriations for tangible assets transferred to companies in the former 
GDR and for initial losses of the affiliates 

Additional (50 % ) depreciation for equipment 

Exemption from property tax and trading-capital tax and, for small and medium-sized 
enterprises, reduced trade-earnings tax Until December 1992 

Provision of concessional finance and guarantees 

Several programmes providing low-interest credits, liquidity credits and guarantees 
for liquidity loans 

Opportunities for private investment exist (i) in the mod
ernization of existing installations still mainly owned by 
the public 'Treuhandanstalt'; (ii) in the modernization and 
expansion of the housing stock and (iii) in the construction 
of completely new structures. At present, the outlook for 
attracting risk capital to set up completely new structures 
and capacities is most promising, as the comparative disad
vantages of East Germany as a location for production are 
offset by generous incentive schemes. If public infrastructu
ral investment plans are realized, these disadvantages may 
have disappeared by the time production in new sites begins 
in the mid- l 990s. 

The creation of a competitive and modern services sector 
does not require significant investment subsidies. There is 
already evidence of large-scale investment in this sector, 
including the banking, insurance and distribution sector, 
which began immediately after monetary union, i.e. before 
the various investment subsidies were announced. Neverthe
less, investment projects in the services sector are at present 
as heavily subsidized as corresponding projects in manufac
turing industry. 

The outlook for residential investment is also quite promis
ing despite the present low level of rents. As investment costs 
can be carried over to rents and since a gradual liberalization 
of tenant regulations began in October 1991, expected re
turns in this field are progressively improving. However, risk 
capital will come mainly from public and foreign sources 
as potential East German investors suffer from liquidity 
constraints. 

The outlook for attracting risk capital to modernize existing 
outdated capital stock is, however, far from being satisfac
tory. This mainly affects the manufacturing sector where 
enterprises still to be privatized carry special problems which 
make them unattractive to potential investors. Firstly, exist
ing enterprise debt, accumulated in the years of centrally 
planned management, must in principle be serviced by the 
new owners. Secondly, many enterprise locations are pol
luted and the new owners are expected to take responsibility 
for cleaning-up. Finally, the Treuhandanstalt has tended to 
interfere with the investment plans of new investors, so as 
to encourage the retention of as much of the labour force 
as possible, thereby hindering rapid and necessary increases 
in labour productivity. 
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Transforming existing enterprise debt and ecological risks 
into public debt and public risks could substantially acceler
ate the privatization process. The effect on the balance sheet 
of the Treuhandanstalt could even be positive and risk 
capital could be attracted more easily. Furthermore, it has 
emerged that new owners do not always wish to maintain 
production or to modernize production plants but sometimes 
acquire. production plants simply for speculative reasons (in 
expectation of soaring land prices) or to neutralize potential 
competition. 

4.3. Balancing public finances and stabilizing 
purchasing power 

. Up to now, German unification has been quite costly. The 
public sector balance has deteriorated very significantly and 
the increase in the real disposable income of private house
holds in West Germany as a result of the income tax cuts 
of early 1990 have already been offset by higher social 
security contributions and tax increases. 

The understandable decision by the authorities not to allow 
purchasing power to drop dramatically in East Germany 
has absorbed fiscal resources corresponding to about 5 % 
of GDP per year. Although it has been possible to borrow 
this money on capital markets, a more solid financing basis 
is needed as annual transfers of this order of magnitude will 
be required for five to ten years, hopefully falling over the 
period. This will require a correspondingly large domestic 
redistribu.tion in favour of transfer income. Such a redistri
bution should not be at the expense of private investment, 
so the disposable income of private households must be 
targeted, e.g. through temporarily higher income tax rates 
and social security contributions or expenditure cuts. In 
consequence, it is desirable that the the social partners do 
not seek compensating wage increases but should take these 
requirements into account when negotiating new wage settle
ments in the early 1990s. In view of the necessity for ongoing 
wage moderation and continued social consensus in Germ
any - preconditions for a positive investment climate - it 
may be difficult to reduce enterprise taxation over and above 
those measures already adopted in the course of the unifi
cation process. 

4.4. Regulations, subsidies. and supply-side 
policy 

In times of buoyant investment activity, regionally designed 
investment subsidies form an appropriate tool to attract risk 
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capital by changing the regional preferences of potential 
investors. In times of weak investment activity, however, it 
may be more promising to initially copcentrate on creating 
a positive and favourable investment climate. The investment 
climate in Germany is deteriorating at present. High interest 
rates, unsustainable trends in the public finances, tax in
creases and costly wage agreements together with quite slug
gish external demand prospects are negatively affecting ex
pected rates of return on new investment. Consequently, if 
regional subsidies are to have the desired effect on ipvest
ment, a consistent and significant package of supply-side 
measures must be introduced to prepare the ground for a 
longer-term dynamic investment performance in Germany. 
This package should include deregulation measures · (the 
report of the Deregulation Commission in early 1990 con
tains several relevant proposals), a significant reduction of 
sectoral subsidies and expenditure control in the public sec
tor to bring the public finances back on to a healthy path. 
Wage moderation in the public sector could, furthermore, 
have a positive demonstration effect on wage agreements in 
the private sector. It must also be kept in mind that any 
investment subsidy in West Germany acts as a disincentive 
to investment in East Germany. 

Also, more attention should be given to the potentially 
negative repercussions of privatization and subsidization 
in East Germany on the overall level of competition and 
profitability in Germany. The recent stance of economic 
policy in East Germany favours large-scale and capital
intensive investment, which is mainly coming from com
panies which have often already a dominant position in the 
West German market. This is true for all sectors, e.g. energy, 
car industry, banking, insurance or retailing sector. At the 
end of the adjustment process in East Germany, a completely 
altered economic structure with more oligopolistic markets 
and less competition and flexibility may have emerged in 
Germany as a whole in place of an economic structure 
dominated by competitive arid flexible small and medium
sized enterprises. 

Finally, the integration of the two parts of Germany requires 
enormous and enduring adjustments in behaviour in West 
Germany as well as East Germany. The scale of the challenge 
this poses to German society demands a large measure of 
economic and social consensus; otherwise, the necessary 
redistribution in favour of East Germany may result in 
severe and counterproductive disputes. The government, 
opposition, employers' associations, trade unions and all 
other important groups should seek to develop a social pact 
deriving from an agreed strategy for a successful catching
up in East Germany without endangering social stability in 
Germany as a whole. 
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Summary 

Summary 

Fiscal discipline is a key requirement for the proper functioning of economic and monetary union and for successful transition 
towards its implementation. Section 1 focuses on the implementation aspects of the three principles of budgetary discipline 
agreed upon in the Intergovernmental Conference on EMU, namely prohibition of direct or privileged monetary financing of 
budget deficits, no bailing out, and avoidance of excessive budget deficits. These principles, which have been defined to meet the 
needs of the final stage of EMU, will progressively be put into operation during the transitional phases, and will therefore 
contribute to fiscal discipline. In Section 2, recent public finance developments are reviewed. The widening of the Community 
average budget deficit in 1990 was mainly influenced by the deterioration of fiscal balances in Germany, because of the budgetary 
cost of unification, and in the United Kingdom, because of a recession-induced revenue shortfall. Fiscal policies were also 
somewhat accommodating in almost all Member countries. In 1991, afurther increase in the Community average budget deficit 
has taken place, mainly because of renewed worsening of deficits in Germany and the United Kingdom. Slower economic growth 
throughout the Community has had some negative impact on budget balances, which has, however, been limited by slightly 
restrictive budgetary policies in a large majority of Member States. Some deterioration of primary balances, along with higher 
interest payments on public debt and lower GDP growth, has generated an increase of the average public debt burden for the 
Community. Section 3 examines the compatibility of budgetary policies with the requirements for a successful first stage of 
EMU. In 1991, there has been no significant evidence of improvements in budgetary balances, nor have there been quantitative 
signs of more convergent budgetary performances. Corrective action towards sounder and more sustainable fiscal performances 
is therefore required in a majority of Member States. Germany and the United Kingdom have made the largest contributions to 
the further widening of the average budget deficit in the Community. Germany must scale down its deficit and a cautious policy 
stance is required in the United Kingdom. A second group of countries is made up of Member States (Greece and Italy) which 
show excessive budget deficits and steadily increasing public debts. In Greece, the three-year adjustment programme needs 
speedy implementation and in Italy, realization of the medium-term fiscal objectives is necessary. A third group of countries, 
comprising Belgium, The Netherlands, Portugal and Ireland, has high and barely stabilized or declining public debt ratio. 
Measures to reduce public debt burdens need to be initiated, continued or reinforced. In a last group of countries, consisting of 
Denmark, Spain , France and Luxembourg, budget balances and public debt burdens are broadly under control and these countries 
must maintain their present willingness to keep tight control on their budget outcome. 

1. Building up fiscal discipline in the Community 

1.1. Fiscal discipline and the move towards 
economic and monetary union 

Full EMU as well as the transition phases towards EMU 
require, in order to be successful, that sound budgetary 
policies be pursued and that fiscal discipline be generalized. 
The drive towards EMU would be put into jeopardy if some 
Member States were to allow unsustainable fiscal positions 
to persist, as this would put undue pressure on monetary 
policies, and generate cross-country externalities amplified 
by the growing interdependence of national economies. 
Economic and social cohesion as well as a common determi
nation to reach the final stage of EMU could then be put 
at risk . 

Fiscal discipline being a key requirement for the proper 
functioning of EMU and for successful transition towards 
its implementation, there is a definite need for it to become 
standard practice in the conduct of budgetary policies as 
soon as possible. 

Much thought has been given recently within the Com
munity institutions to the organization of fiscal discipline in 
the final stage of EMU and in the two preparatory stages. 

Firstly, it is widely acknowledged that market discipline has 
an important role to play in the adjustment of inappropriate 
national fiscal policies. This means that markets must be 
able to assess the risk of default in each country as accurately 
as possible, charge corresponding risk premiums, thus con
tributing to the generation of incentives leading to correction 
of unbalanced fiscal positions. 

Secondly, EC multilateral surveillance, as established by the 
Council Decision of 12 March 1990 on the attainment of 
progressive convergence of economic policies and perform
ance during Stage I of EMU, 1 organizes the procedure of 
coordinating budgetary policies with a view to attaining 
sound public finances, the aim being to reduce excessively 
high deficits and avoid monetary financing. Experience 

Decision 90/ 141 /EEC, Official Journal of the European Communities 
L 78, 24.3.1990, pp. 23 and 24. 
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gained in 1991 shows that multilateral surveillance needs to 
be actively pursued and reinforced because of an unsatisfac
tory convergence situation in the Community and the persist
ence of large fiscal imbalances in several member countries. 

In this spirit it has been decided to put forward 'convergence 
programmes' in order to ensure rapid improvement in con
vergence where this is needed. These programmes are pre
pared under the responsibility of Member States but are 
discussed, endorsed and monitored at Community level. 

Thirdly, it has been agreed that in full EMU, fiscal discipline 
also requires the formalization of and adhesion to some 
principles or rules, as monetary policy competence will pro
gressively be transferred and centralized in a single monetary 
authority (the European Central Bank), whereas budgetary 
authority will remain at Member State level. 

Three principles to be incorporated into the Treaty have 
been proposed : 

(i) The first one bans direct central bank financing and 
access to favourable financing of public deficits, by 
prohibiting the granting of central bank credit to 
governments, the obligatory purchase by banks of pub
lic debt instruments and privileged access by govern
ments to financial institutions. This principle is required 
to guarantee the independence of central bank credit 
policy, and to prevent the monetary authority from 
being forced to engage in budget financing under non
market conditions. 

(ii) The second principle, called the 'no-bailing out clause' , 
states that the Community and Member States shall not 
be liable for the commitments of other Member State 
governments, the purpose here being to allow financial 
markets to exert a degree of discipline on any Com
munity country pursuing unsound budgetary policies, 
by imposing differential terms on its paper, and ulti
mately by refusing to lend. 

(iii) The third principle consists of the avoidance of excessive 
budget deficits, that is of deficits which are large enough 
to threaten economic and monetary stability in a Mem
ber State and/or in the Community as a whole, or which 
generate an unsustainable public debt evolution. 

1.2. Implementation of the three principles 
of budgetary discipline 

The above principles for fiscal discipline must be applied 
early enough in the move towards EMU to contribute to 
the necessary convergence in economic performance among 
Member States. A consensus has been developing which 
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favours asking the Member States to comply with these 
principles already as from the start of Stage II 
(I January 1994). This requires that the necessary adjust
ment to the principles be undertaken as soon as possible. 

In the present situation, the first principle, no direct or 
privileged monetary financing of budget deficits, is not re
spected in several Member States. Greece, Spain and Italy 
still allow direct and automatic access by the Treasury to 
central bank financing and therefore need to adapt their 
borrowing behaviour at the Central Bank. Some adaptations 
have already taken place in some Member States: in 1991, 
Belgium has reduced its government's borrowing ceiling at 
the Central Bank from BFR 147 billion to BFR 20 billion; 
in Spain, the government has had, since 1990, to repay loans 
from the Central Bank at the end of the year; and in Portugal, 
borrowing at the Central Bank has been in principle forbid
den since 1990 except in some well-defined circumstances. 
Four Member States, namely: Greece, Spain, Ireland and 
Portugal, still apply compulsory investment ratios to banks 
as regards government paper. In 1991, Greece lowered its 
investment ratio and abolished the investment ratio designed 
for financing public enterprises. Spain has activated a pro
gramme of quarterly reductions of its ratio so as to arrive 
at zero by 1992. In Ireland and Portugal , the ratios do not 
presently act as a constraint as banks hold a larger pro
portion of public debt than implied by those ratios. In 
addition, the share of public debt held by the banks is 
relatively low compared to some other Member States, like 
Belgium, Germany or Spain. 

The second principle, the no-bailing out clause, will take the 
form of a solemn commitment by the Community insti
tutions to let the fiscal authorities bear the responsibility 
and cost of adjustment in case of an inappropriate policy 
stance. The role of this principle is in fact twofold: to prevent 
national budgetary authorities from taking advantage of 
access to the fully liberalized European capital market by 
adopting a free-rider attitude whereby as much as possible 
of the cost of a required fiscal adjustment is transferred on 
to other Member States, and to generate instead a strong 
announcement effect on financial markets, in order to pro
duce an adequate evaluation and corresponding market 
sanctions of the risk of default of each country. The im
plementation of this clause will involve delicate assessment, 
due to its preventive role and also because there is an inherent 
solidarity dimension in the contribution of the European 
Community to improved economic and social cohesion. The 
ultimate test of the efficiency of the no-bailing out principle 
will, in fact, rest on the observance of various elements, 
like whether or not national fiscal authorities adopt strong 
cooperative behaviour in the coordination of their budgetary 
policies, whether interest rate differentials on public securi
ties reflect the diversity of default risks, whether strict macro-



economic conditionality is attached to financial support 
schemes in favour of a Member State, and finally whether 
public finance crises are avoided, including those at sub
national budgetary levels, which in several Member States 
benefit from a large degree of fiscal autonomy. The no
bailing out principle is clearly instrumental to improved 
macroeconomic discipline and convergence, both in full 
EMU and in the transition phases towards EMU. 

The implementation of the third principle, avoidance of 
excessive budget deficits, is not a straightforward exercise. 
The concept of excessive or on the contrary acceptable 
deficit, although easy to grasp intellectually, is difficult to 
formalize operationally and to quantify. In standard macro
economic analysis, deficits are acceptable or excessive by 
reference to an optimal budgetary policy within a reasonable 
macroeconomic policy mix. Excessiveness is then identified 
through the analysis of the contribution of fiscal imbalances 
to domestic demand, national saving, external balance, 
prices and interest rates. Excessive deficits must also be seen 
in relation with high public debt ratios and with inadequate 
fiscal policies which jeopardize stability-oriented monetary 
policies, spill over to other Member States, and force partner 
countries to alter their policy mix. Such an identification of 
the acceptable or excessive character of budget deficits 
clearly belongs to the surveillance procedure, whereby Mem
ber States cooperate to pursue balanced and mutually con
sistent economic policies. 

Table 1 

Trends in EC public finances (general government) 

1970 

Current receipts 36,2a 

Total expenditure 35,9a 

Net lending ( + ) or borrowing ( - ) 0,3a 

Public debt/GDP ratio 45,5a 

' Communi ty excluding Greece and Portugal. 

Source: Commission services. 

Evaluation of recent public finance developments 

2. Evaluation of recent public finance 
developments 

2.1. The global fiscal picture in the Community 
in the late 1980s and early 1990s 

At the end of 1989, the public finance situation of the 
Community was still improving on average, following the 
marked reorientation which began in 1982. As Table 1 
shows, net borrowing peaked at 5,5 % of GDP in 1982, and 
was gradually reduced in the following years, to 2,9 % of 
GDP in 1989. This reduction was obtained through a slow
down in the growth of the public expenditure share in GDP 
between 1982 and 1984, followed by a reduction up to 1989 
and through a stabilization of current receipts from 1984 
onwards. 

Consolidation efforts weakened, however, throughout the 
1980s, although they differed widely in timing and intensity 
among Member States. Table 2 shows that, as Community 
GDP growth picked up throughout the 1980s, the average 
Community budgetary policy stance was made somewhat 
less restrictive and stronger economic performance was not 
seized as an opportunity for additional correction of budget
ary imbalances. 

In 1989, budgetary situations remained very divergent 
among Member States (see Table 3): while in Germany, the 

( in percentage of GDP) 

1982 1984 1989 

42,7 43,5 43,6 

48,2 48,8 46,5 

- 5,5 -5,3 -2,9 

50,5 56,9 60,9 
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United Kingdom and Luxembourg, the general government 
position was in surplus, all other Member States showed a 
deficit: less than 2 % of GDP in Denmark and France, 
between 2 and 4 % of GDP in Spain, Ireland and Portugal, 
between 5 and 7 % of GDP in The Netherlands and Belgium, 
over 10 % of GDP in Italy and above 18 % of GDP in 
Greece. Graph I also shows that large disparities built up 
among Member State debt/GDP ratios during the greater 
part of the 1980s, although the Community average public 
debt/GDP ratio grew more moderately from 1985 to 1987, 
and declined very slightly in 1988 and 1989. 

Table 2 

Changes in EC budget balances and the impact of economic activity 
(as percentage of GDP; cumulative changes over the period) 

I 982-85 I 986-89 

Actual change in budget balance (a) 

Impact of change in economic 
activity (b) 

Change in adjusted budget balance (c) 
(a)- (b) = (c) 

+ 0,1 

- 0,6 

+0,7 

A plus sign indicates an improvement . a minus sign indica tes a deteriora tion. 

Source: Commission services. 

+ 2,2 

+ 1,7 

+ 0,5 

There was a noticeable increase of the Community average 
net borrowing in 1990 from 2,9 % of GDP in 1989 to 4,1 %. 
Meanwhile, government receipts remained nearly unchanged 
at 43 t % of GDP and the share of government expenditure 
rose by almost a percentage point to 47 t %. Budget balances 
deteriorated in 10 member countries. In 1991 , net borrowing 
rose from 4,1 % of GDP in 1990 to an estimated 4,4 %, and 
the tax burden increased from 43,3 % of GDP in 1990 to 
43,9 %, while the share of public expenditure expanded 
noticeably from 47,4 % to 48,3 %. Budget balances have 
worsened in six member countries. 

2.2. Budgetary developments in 1990 and 1991 

2.2.1. Developments in Member States 

The widening of the Community average net borrowing to 
4, I % of GDP in 1990, following five years of limited but 
steady reduction of the deficit , had not been anticipated in 
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late 1989, at the time budgets had been prepared and ad
opted. The size of the deterioration of Germany's budget 
balance, which moved from a slight net lending position in 
1989 (0,2 % of GDP) to a net borrowing of 1,9 % of GDP 
in 1990 was primarily caused by the budgetary impact of 
German reunification, as budgetary transfers to East Germ
any rose to OM 43 billion that year. The expansionary effect 
of this new expenditure came in addition to the moderating 
effect on fiscal receipts from the implementation of the third 
stage of the income tax reform. The fiscal situation also 
worsened in the United Kingdom, which registered a net 
borrowing of 0,7 % of GDP against a net lending of 1,2 % 
of GDP in 1989, as the authorities decided not to compensate 
for the recession-induced revenue shortfall, and in Greece, 
where the deficit grew from 18,3 % of GDP in 1989 to 
20,4 %. In Denmark, the deficit widened by I GDP point 
to 1,5 %, although the objective of reducing the size of public 
receipts and expenditure in the economy was attained. In 
Spain, Italy and The Netherlands, deficits were also larger 
(at 4 %, 10,7 % and 5,3 % of GDP, respectively), mainly 
due to some slippage in expenditure in Spain and Italy, 
and lower fiscal receipts in Spain and The Netherlands. In 
France, net borrowing in 1990 was above the 1989 outcome 
(1 ,7 % of GDP against 1,2 %). In Ireland the deficit grew 
marginally by 0, 1 GDP point to 3,4 %, thus bringing to a 
halt the sustained pace of deficit reduction of previous years. 
In Portugal, there was a marked deterioration in the deficit 
(from 3,4 % of GDP in 1989 to 5,8 % in 1990), but the 
deficit figure for 1989 had been reduced in size by extraordi
nary gains in tax revenue that year, which were brought 
about by the transition to the new system of direct taxation. 

Some improvement was recorded in 1990 in Belgium (net 
borrowing fell by 1 GDP point to 5,7 %) and in Luxem
bourg, where net lending grew from 4,3 % of GDP in 1989 
to 4,8 %. 

The increase in the Community average budget deficit to 
4,4 % of GDP in 1991 has mainly been generated by a 
further substantial widening of the deficit in Germany (from 
1,9 % of GDP in 1990 to an estimated 3,6 % in 1991) and 
in the United Kingdom (from 0, 7 % of GDP in 1990 to an 
estimated 1,9 % in 1991). Budget balances have also wor
sened in Belgium, Denmark, Ireland and Luxembourg. They 
are expected to slightly improve in Greece, Spain, France, 
Italy, The Netherlands and Portugal. 

In 1991, the divergent public finance performance of two 
large member countries is the main determinant of the 
further worsening of the global public finance situation. The 
share of general government expenditure in Germany is 
estimated to grow this year by 2,3 GDP points to 48 % (the 
budgetary cost of German unification is forecast at OM 



100 billion) whereas receipts should expand by I GDP point 
following the increase in social security contributions, in 
mineral oil taxes and the application of an income tax 
surcharge for 12 months, effective as of I July. In the United 
Kingdom, the increase in the government expenditure share 
( + 0,9 point of GDP) reflects the budgetary impact of re
cession, which is also felt on public receipts, whose share 
diminishes by 0,3 GDP points. In the other countries, the 
share of public expenditure expands somewhat, except in 
Denmark where it is stable, in The Netherlands where it is 
expected to fall for the fourth consecutive year, and in 

· Greece, where some reduction is forecast, following the huge 
expenditure slippage of 1990. The share of current receipts 
in GDP is expected to rise in Greece, Spain, France, Ireland, 
Italy, The Netherlands and Portugal, and to slightly decrease 
in four Member States. 

Estimated budgetary developments in Greece in 1991 show 
some departure from trends in previous years, as this country 
is aiming with its adjustment programme at a drastic cut 
in its net borrowing, through extensive measures to cut 
government consumption, reduce grants and subsidies, in
crease tax receipts and phase out compulsory and direct 
monetary financing of the budget. Therefore, the reduction 

Table 3 

General government accounts: 1989-91 

Current receipts 

1989 1990 1991 ' 1989 

B 44,5 44,7 44,5 51,2 
DK 58,2 56,1 55,9 58,7 
D 45,4 43,8 44,8 45,2 

GR 31 ,6 34,2 35,1 49,9 
E 39,0 38,6 39,5 41 ,8 
F 48,3 48,4 48,9 49,5 

IRL 39,6 39,5 40,4 43,1 
I 41 ,6 42,6 43,8 51,7 
L 55,1 56,1 53,4 50,8 

NL 52,2 51,3 51 ,8 57,4 
p 39,5 38,3 39,9 42,9 
UK 39,1 38,4 38,1 37,9 

EC 43,6 43,3 43,9 46,5 

. Economic forecasts, autumn 1991. 
b Unified Germany. 

Source : Commission services. 

Evaluation of recent public finance developments 

of the very high budget deficit is due to come through the 
combination of increases in public receipts and expenditure 
cuts. 

2.2.2. Influence of economic activity and 
fiscal policy stance 

Macroeconomic developments in 1990 and 1991 show a 
noticeable weakening of the EC growth performance, as 
_Community real GDP growth slowed from 3,3 % in 1989 to 
2,8 % in 1990 and is estimated to fall further to 1,3 % in 
1991 . 

In 1990, only Germany grew notably more strongly than in 
the previous year ( + 4,7 % against + 3,3 %), because of 
the boost to demand caused by the German unification (see 
Table 4). Although slightly weaker, .growth in the Benelux 
countries remained sustained, as they also benefited from 
increased German demand. With the exception of Denmark, 
where an upswing was registered, the seven remaining mem
ber countries experienced a generally noticeable weakening 
of their growth performance. The slowdown was the most 
dramatic in Greece, as real GDP fell by 0,3 %, and in the 

(as percentage of GDP) 

Total expenditure Net lending ( +) or borrowing (- ) 

1990 1991' 1989 1990 1991' 

50,4 50,9 -6,7 -5,7 -6,4 
57,6 57,5 -0,5 -1,5 -1,7 
45,7 48,0 +0,2 -1,9 -3,6b 

54,6 53,0 -18,3 -20,4 -17,9 
42,7 43,5 -2,7 -4,0 -3,9 
50,1 50,4 -1 ,2 -1,7 -1 ,5 

43,1 44,5 -3,5 -3,6 -4,1 
53,2 53,7 -10,1 - 10,7 -9,9 
51,3 51,4 +4,3 +4,8 +2,0 

56,6 56,2 -5,2 -5,3 -4,4 
44,0 45,3 -3,4 - 5,8 -5,4 
39,1 40,0 +1,2 -0,7 -1 ,9 

47,4 48,3 -2,9 - 4,1 -4,4 
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Table 4 

Key macroeconomic variables 

Real GDP growth Growth of real 
(% p.a.) demand (% p.a.) 

1989 1990 1991' 1989 1990 1991' 

B 3,9 3,7 1,3 4,9 3,4 1,2 
DK 1,2 2,1 1,8 0,3 - 0,7 0,4 
D 3,3 4,7 3,3 2,7 5,0 3,0 

GR 2,8 -0,3 0,7 3,3 3,3 -0,3 
E 4,8 3,7 2,5 7,8 4,6 3,1 
F 3,6 2,8 1,3 3,2 3,2 1,1 

IRL 5,9 5,7 1,3 6,0 5,4 0,6 
I 3,2 2,0 1,1 3,6 1,9 1,5 
L 6,1 0,9 3,0 7,8 2,2 4,3 

NL 4,0 3,9 2,3 4,9 3,6 2,1 
p 5,4 4,0 2,0 4,0 5,8 4,6 
UK 2,2 0,8 -1,8 3,1 -0,1 -3,0 

EC 3,3 2,8 1,3 3,7 2,9 1,1 

. GDP price deflator . 
b Nominal interest rates adjusted for annual changes in the GDP price deflator. 

' Economic forecasts, autumn 1991. 
Sour<·e : Commission services. 

United Kingdom, which only grew by 0,8 %, as it ended 
the year in pronounced recession. In Portugal, however, 
domestic demand remained quite buoyant. Therefore, 1990 
saw growing disparities emerge in the respective cyclical 
positions among Member States. 

In 1991, GDP growth has been slowing down further and 
this movement has been widespread, although West Germ
any, Spain, Luxembourg, The Netherlands and Portugal still 

. retain growth rates equal to or above 2 %. The United 
Kingdom has been experiencing a large fall in its real GDP 
(estimated at 1,8 %). 

Table 5 presents estimates for 1990 and 1991 of the effect of 
economic activity on budget balance changes. By subtracting 
this effect from budget balance figures, a residual 'adjusted 
budget balance' is obtained and is used as a proxy for the 
change in the discretionary fiscal policy stance. 

Figures for 1990 show a loosening of the discretionary com
ponent of budgetary policy by 1,3 % percentage points of 
GDP for the Community as a whole, which is slightly larger 
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1989 

4,6 
4,3 
2,6 

14,0 
6,9 
3,6 

5,1 
6,3 
5,1 

1,5 
12,8 
6,9 

5, 1 

Inflation• Nominal long-term Real long-term 
(% p.a.) interest rates interest ratesb 

1990 199 1' 1989 1990 1991' 1989 1990 1991 ' 

3,0 3,1 8,7 10,1 9,3 4,1 7,1 6,2 
2,3 1,9 10,2 11 ,0 9,8 5,9 8,7 7,9 
3,4 4,3 7,0 8,9 8,6 4,4 5,5 4,3 

18,2 19,3 20,6 22,0 23,0 6,6 3,8 3,7 
7,3 6,6 13,8 14,7 12,5 6,9 7,4 5,9 
2,7 3,1 8,8 9,9 9,1 5,2 7,2 6,0 

1,6 2,1 9,0 10,1 9,0 3,9 8,5 6,9 
7,5 7,2 12,9 13,4 13,5 6,6 5,9 6,3 
3,7 3,3 7,7 8,6 8,2 2,6 4,9 4,9 

2,8 3,6 7,2 9,0 8,9 5,7 6,2 5,3 
15,0 14,6 14,9 16,8 17,2 2,1 1,8 2,6 
8,4 6,5 9,6 11 ,1 10,0 2,7 2,7 3,5 

5,7 5,5 9,9 11 ,2 10,6 4,8 5,5 5,1 

than the average budget balance deterioration, as economic 
activity was estimated to improve the budget balance of the 
Community last year by 0,1 % of GDP. The brunt of the 
discrepancy is borne by Germany, as the deterioration in 
the adjusted budget balance amounts to 3 percentage points 
of GDP. This is obviously due to the budgetary impact 
of German unification, which, however, represents a new 
structural feature and cannot be interpreted as an auton
omous modification of policy stance under unchanged con
ditions . But, apart from Luxembourg and Belgium, where 
adjusted budget balances improved, all other member 
countries loosened the stance of their budgetary policy. 

In 1991 , the pronounced slowdown in GDP growth is esti
mated to generate a negative impact of0,7 GDP point on the 
average budget deficit of the Community, which is somewhat 
above the actual rise in the deficit (estimated at 0,4 %), thus 
indicating a reorientation of budgetary policies towards a 
modest restrictive fiscal stance. This is, however, not the 
case in Germany, which continues to implement a highly 
expansionary fiscal stance, with the discretionary component 
of its budget balance deteriorating by a further 1,9 GDP 



points, and in Luxembourg. In Denmark and Belgium, the 
policy stance has been neutral or almost neutral. 

Elsewhere, fiscal stances were modestly tightened. In Greece 
the adjusted budget balance improved by 2,7 GDP points, 
thus confirming the reorientation of the Greek budgetary 
policy towards consolidation. 

2.2.3. Interest rates, interest payments and public debt 

Another channel of interaction between the macroeconomic 
environment and the budgetary situation is through interest 
rates: long-term interest rates are influenced by the demand 
for funds required to finance budget deficits, and at the same 
time they affect interest charges on public debt. A variation 
in long-term interest rates has a lagging impact on interest 
charges on public debt, which is a function of the average 
residual maturity of the debt and the extent of new bor
rowing. 

Table 5 

Evaluation of recent public finance developments 

A generalized increase in long-term interest rates occurred 
in 1990, under the combined effect of a deterioration in 
inflationary expectations and a newly perceived relative scar
city of capital due to the fall of the Iron Curtain (see Table 4). 
In 1991, this movement has subsided, as average long-term 
interest rates declined in most member countries, although 
they have often remained at a higher level than in 1989. In 
Greece and Portugal, long-term interest rates have continued 
to increase, due to the persistence of very high inflation 
rates. In Italy, long-term rates are expected to remain high 
on average for the year, following the peak registered during 
the early months of the year. 

'Real interest rates', measured by reference to the GDP 
deflator, also moved upwards in Member States in 1990, 
except in Greece, Italy and Portugal where they declined, as 
nominal rates did not react as much to the worsening of 
inflation. In 1991, real rates have fallen slightly, except in 
Italy, Luxembourg and Portugal and the United Kingdom. 

Budget balances in 1990 and 1991 and the impact of economic activity in the individual Member Statesa 

1990 

Budget Impact of 
balance economic 

activity 
(a) (b) 

B +1,0 +0,7 
DK -1,0 0,0 
D -2,1 +0,9 

GR -2,1 -0,6 
E -1,3 0,0 
F -0,4 +0,2 

IRL -0,1 + 1,4 
I -0,6 -0,2 
L +0,4 -1,8 

NL -0,1 +1,1 
p -2,4 +0,4 
UK -2,0 -0,9 

EC -1,2 +0,1 

a A plus sign indicates an improvement, a minus sign indicates a deterioration. 
b Economic forecasts, autumn 1991. 
c Unified Germany. 

Adjusted Budget 
budget balance 
balance 

(c)=(a)-(b) (a) 

+0,3 -0,7 
-1,0 -0,2 
-3,0 -1,7c 

-1,5 +2,5 
-1,3 +0,1 
-0,6 +0,1 

-1,5 -0,5 
-0,4 +0,7 
+2,2 -2,8 

-1,2 +0,9 
-2,8 +0,4 
-1,1 -1,3 

-1,3 -0,4 

The impact of the change in economic activity on the budget balance is measured by reference to a medium-term growth trend. 

Source: Commission services. 

( Annual changes in percentage of GDP) 

199Jb 

Impact of Adjusted 
economic budget 
activity balance 

(b) (c) = (a)-(b) 

-0,8 +0,1 
-0,2 0,0 
+0,2 -1,9 

-0,2 +2,7 
-0,5 +0,6 
-0,6 +0,7 

-1,2 +0,7 
-0,6 + 1,3 
-0,5 -2,3 

-0,1 +1,0 
-0,5 +0,9 
-2,5 +1,2 

-0,7 +0,3 
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Table 6 shows data for interest payments and for effective 
interest rates on public debt, along with primary budget 
balances and debt to GDP ratios. Actual interest payments 
on public debt worsened in 1990 for the Community as a 
whole to 5 % of GDP, against 4,8 % in 1989, in line with 
the increase in long-term interest rates, and have kept in
creasing in 1991, although interest rates have fallen some
what, because of the effect of lags and the persistence of 
high budget deficits. Similarly, effective interest rates on 
public debt have on average grown over the two years. 

Primary balances in percentage of GDP have deteriorated 
noticeably in 1990 and 1991 in Germany and in the United 
Kingdom, more modestly in Denmark, Spain, Ireland, and 
Luxembourg. They have improved a little in Italy and 
Belgium; and Greece has managed to reduce its large primary 
deficit. Broad stability has prevailed in France and The 
Netherlands, and movements in opposite directions over the 
two years have been recorded in Portugal. On average, there 
has been an overall deterioration of the Community primary 
surplus by 1,1 GDP percentage points of GDP, from 1,9 % 
of GDP in 1989 to 0,8 % in 1991. 

Table 6 

Determinants of variation in gross public debt 

Primary balance Interest payments 
(% of GDP) (% of GDP) 

1989 1990 1991' 1989 1990 1991' 

B 3,9 5,2 4,9 10,6 10,9 10,9 
DK 6,9 5,7 5,8 7,4 7,2 7,4 
D 2,9 0,7 -0,5 2,7 2,6 2,7 

GR -10,1 -8,4 -4,6 8,2 12,0 13,2 
E 0,7 -0,5 -0,3 3,4 3,5 3,6 
F 1,6 1,4 1,7 2,8 3,1 3,2 

IRL 5,6 4,8 4,2 9,1 8,4 8,3 
I -1,1 -1,0 0,3 9,0 9,7 10,2 
L 5,1 5,4 2,5 0,8 0,7 0,6 

NL 0,7 0,6 1,5 5,9 5,9 5,9 
p 3,8 2,4 3,1 7,1 8,2 8,5 
UK 4,8 2,7 1,2 3,7 3,3 3,2 

EC 1,9 0,9 0,8 4,8 5,0 5,1 

a Interest payments as percentage of gross debt t + (t - I) 
-2-

b General government, except Band NL: excluding social security; P : central government. 
C Economic forecasts, autumn 1991 . 

Source: Commission services. 

190 

When primary balances worsen in the absence of a reduction 
of interest payments on public debt, or when authorities do 
not compensate for an increase in interest payments by a 
large enough correction of their primary balance, the re
sulting deterioration of the budget balance translates into a 
less favourable evolution of the public debt/GDP ratio. The 
combined worsening of the primary balance and increase of 
interest payments has triggered a jump of the debt/GDP 
ratio in Germany in 1991, whereas in Greece and in Italy, 
the improvement of the primary balance has been insufficient 
to stop the sustained progression of the public debt burden 
(see Graph I). 

Portugal shows an apparently paradoxical situation, as the 
increase in its interest burden combined with some weaken
ing of its primary surplus in percentage of GDP has not 
materialized into a higher debt/GDP ratio. On the contrary, 
there has been a reduction of the debt/GDP ratio, because 

· of the use of privatization proceeds to reduce public d~bt 
and the large dampening effect of double-digit inflation on 
the debt ratio. In Denmark and The Netherlands, a limited 
pick-up of the public indebtedness ratio has taken place over 

Effective interest Gross public debt 
rate on public debt' (% ofGDP)b 

1989 1990 1991' 1989 1990 1991' 

8,5 8,8 8,7 128,4 127,3 129,4 
11,5 11,1 11,3 65,6 66,4 66,7 
6,4 6,3 6,2 43,0 43,6 45,6 

10,6 14,5 15,2 85,8 93,7 96,4 
8,3 8,2 8,4 44,2 44,5 45,6 
6,2 6,7 7,0 47,4 46,6 47,2 

8,3 8,2 8,2 110,1 103,0 102,8 
9,9 10,4 10,6 96,0 98,6 101,2 
8,7 8,6 8,5 8,5 7,3 6,9 

7,8 7,8 7,8 77,9 78,3 78,4 
10,6 12,7 13,7 72,0 68,2 64,7 
8,0 7,9 7,4 45,1 42,8 43,8 

8,3 8,6 8,7 60,3 60,4 62,0 



the last two years. A deterioration is also expected in 1991 
in Belgium, following an improvement in 1990. Ireland and 
the United Kingdom, which both managed to reduce their 
interest payment burden, were successful in inducing a fall 
of their debt/GDP ratio in 1990, although such a downward 
trend has slowed in 1991 in Ireland and come to a halt in 
the United Kingdom, following the quick reduction of their 
primary surplus. Spain and France recorded limited slippage 
of their relatively low public debt and the public debt situ
ation of Luxembourg has remained very satisfactory. 

Evaluation of recent public finance developments 

2.2.4. General government contribution to national saving 

Table 7 shows that general government gross saving, which 
was slightly positive in 1989 for the Community as a whole 
( + 0,7 % of GDP), turned negative in 1990 (- 0,1 % of 
GDP) and has deteriorated further in 1991 to - 0,6 % of 
GDP. As this fall in government saving has taken place 
while gross private saving remained broadly stable, the gross 
national saving rate has come down from 21,3 % of GDP 
in 1989 to 20, I % in 1991. This evolution has thus put an 
end to the very slow improvement of the Community na
tional saving rate recorded between 1983 to 1989. 

Countries faced with a public dissaving situation allow for 
the financing of part of their public current expenditure out 
of private saving, and this situation may hamper the capacity 
of their economy to invest and grow. If households do not 
compensate for public dissaving, by raising their saving 
rate accordingly - and this seems to be the case in the 
Community - a worsening of public saving may lead to a 
shortfall of domestic saving in relation to investment, which 
will be accommodated by capital inflows and interest rate 
increases. Eventually, however, it is likely that investment 
rates will be adjusted downwards, as statistical evidence 
shows a strong correlation between the evolution of national 
saving and investment rates in the Community. 

The concept of 'golden rule ' addresses this kind of concern, 
by preventing governments from running deficits larger than 
their investment expenditure. The golden rule allows govern
ment borrowing only for investment purposes, with the 
rationale that the addition to government capital improves 
the growth potential of the economy, and eventually yields 
additional revenue which helps meet the interest payments 
on borrowing. The golden rule therefore forbids govern
ments to dissave. 

Table 7 shows that Belgium, Greece, Ireland, Italy, The 
Netherlands and Portugal have not met the criteria for the 
golden rule in 1989, 1990 or 1991. Germany- although the 
golden rule is legally binding in this Member State in normal 
conditions - has breached it in 1991. There has been no 
significant reduction in the overshooting of the golden rule, 
which on the contrary has widened on average for the 
Community in 1991, thus confirming that many Member 
States do not feel inclined so far to adjust towards the 
discipline involved in adhering to this rule. 
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3. Compatibility of budgetary policies with the 
requirements for a successful first stage of 
EMU 

In 1991, the modest reorientation of fiscal policy stances has 
been insufficient to compensate for the negative effect on 
budget balances of the slowdown in economic activity and 
to prevent a further widening of the average budget deficit 
of the Community. There has been no significant evidence 
of improvements in budgetary balances, nor have there been 
quantitative signs of more convergent budgetary perform
ances. 

In 1991, Germany and the United Kingdom have again 
made the largest contributions to the further widening of 
the average budget deficit in the Community. 

In Germany, this has been a direct consequence of the large 
financing needs arising from unification, which must not 
translate into permanent budget imbalances. Germany must 
scale down its budget deficit, in order to stabilize its public 
debt/GDP ratio and return to meeting the golden rule in the 
next few years in the interest of preserving price stability. 

Table 7 

The United Kingdom, faced with recession, has allowed a 
deterioration in its budgetary position, which resulted from 
the working of automatic stabilizers. A cautious policy 
stance is required to maintain compliance with its medium
term objective of a balanced budget. This would ensure 
continued positive public savings and compliance with the 
golden rule in the medium term. 

A second group of countries is made up of Member States 
(Greece and Italy) which have been showing excessive budget 
deficits and steadily increasing public debt burdens for many 
years. Budgetary developments in Greece for 1991 show an 
as yet insufficient departure from previous trends, as Greece 
is involved in a three-year adjustment programme aimed at a 
drastic cut in its central government borrowing requirement, 
through extensive measures covering both public receipts 
and expenditure, which now need decisive and speedy im
plementation. 

The budgetary performance of Italy continues to diverge 
from other Member States in the ERM narrow band, as 
general government net borrowing has persistently remained 
close to 10 % of GDP and the public debt/GDP ratio has 

' passed the I 00 % benchmark and continues to increase. Italy 

General government contribution to national saving and respect of the 'golden rule' 

Gross J?rivate General government Gross national Respect of Current account 
saving gross saving saving golden rule' balance 

(% of GDP) (% of GDP) (% of GDP) (% of GDP) (% of GDP) 

1989 1990 1991b 1989 1990 1991b 1989 1990 1991b 1989 1990 1991b 1989 1990 1991b 

B 25,1 24,5 25,l -4,2 -3,3 -4,0 20,9 21,2 21,0 - 5,1 -4,1 -4,8 1,1 1,0 1,0 
DK 15,2 17,6 18,8 2,2 0,7 -0,1 17,4 18,3 18,7 1,6 0,5 0,3 -1,2 0,8 1,4 
D 22,9 24,1 23,4 3,6 1,5 0,8 26,5 25,5 24,2 2,5 0,4 -0,8 4,7 3,2 1,2 

GR 26,9 26,6 27,4 - 13,9 - 16,4 - 14,0 13,0 10,2 13,4 - 14,9 - 17,3 - 14,8 -4,8 -6,1 -4,2 
E 19,1 20,2 20,3 3,0 2,0 2,1 22,1 22,2 22,4 1,6 0,9 1,3 -3,2 -3,5 -3,1 
F 18,9 18,1 18,0 2,4 2,1 2,2 21,3 20,2 20,1 2,1 1,7 1,9 -0,1 -1,0 -0,7 

IRL 21,1 25,2 23,8 -1,4 -1,5 -2,0 19,7 23,7 21,8 -1,6 -1,7 -2,2 1,3 3,4 2,3 
I 25,8 25,5 24,8 -5,6 -5,8 -5,5 20,2 19,7 19,3 -6,5 -7,2 -6,5 -1,4 -1,4 -1 ,3 
L 50,2 47,2 47,6 10,7 11,4 8,8 60,9 58,6 56,4 10,0 10,7 8,1 34,4 31,2 28,1 

NL 25,3 25,9 25,6 -1,0 -1,4 -1,1 24,3 24,4 24,4 -2,8 -3,0 -2,1 3,3 3,8 4,1 
p 25,5 30,1 28,7 0,9 -1,5 -1,6 26,4 28,6 27,l -0,3 -2,8 -2,5 -2,9 -0,3 -1,1 
UK 12,6 12,9 12,6 3,0 2,5 0,6 15,6 15,4 13,2 3,0 1,6 0,1 -4,8 -2,6 -1,1 

EC 20,6 21,0 20,7 0,7 -0,1 -0,6 21,3 20,8 20,1 -0,1 -1,1 -1,4 -0,1 -0,2 -0,3 

. 'Golden rule' defined as not allowing general government net borrowing to exceed general government gross capital formation. Its respect is signalled by a positive value for the sum of gross 
capital formation and budget balance. 

b Economic forecasts. autumn 1991 . 
Source: Commission services. 
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must meet its public finance objectives, otherwise medium
term consolidation will be jeopardized. The convergence 
programme of autumn 1991 aims at halving by 1994 the 
State sector borrowing requirement in percentage of GDP 
and stabilizing the public debt ratio by end 1993. An effective 
implementation of and commitment to these guidelines is all 
the more necessary, as inflation also needs to be substantially 
reduced. 

A third group of countries, comprising Belgium, The Nether
lands, Portugal and Ireland, has high and hardly stabilized 
or declining public debt ratios. Measures to reduce public 
debt burdens need to be initiated, continued or reinforced. 

In Belgium, the deficit is still too large to guarantee the 
steady reduction of the enormous public debt ratio (nearly 
130 % of GDP). The double government norm, aimed at 
freezing real non-interest expenditure and keeping the central 
government deficit constant in nominal terms, should be 
applied strictly and extended to include the whole of the 
general government, in order to initiate a reduction of the 
public debt burden, which is still twice the size of the Com
munity average. 

In The Netherlands, where the public debt ratio is getting 
close to 80 % of GDP, additional measures have been taken 
in 1991, in order to reach medium-term public finance tar
gets. The persistence of public dissaving and failure to respect 
the golden rule also necessitate a strengthening of govern
ment medium-term guidelines, in order to stabilize and re
duce the public debt ratio. 

The fall of the public debt burden in Portugal reflects the 
use of privatization proceeds and of inflation tax due to 
double-digit price rises. The government medium-term fiscal 
strategy relies on public expenditure restraint and increased 
indirect tax revenues, but updated commitments are required 
to make sure that the public debt ratio continues to fall 
simultaneously with the reduction of inflation. 

Ireland has been remarkably successful in consolidating its 
public finances in the late 1980s, as the public debt ratio 
came down from 120,4 % of GDP in 1988 to 103 % in 1990. 
However, the downward path of annual borrowing has 
been arrested mainly because of the repercussions of slower 
growth, particularly in 1991. The public debt ratio has there
fore nearly stopped declining in 1991. Consolidation efforts 
must be continued for many years to keep the debt/GDP 
ratio on a firm downward path. 

In the last group of countries, consisting of Denmark, Spain, 
France and Luxembourg, budget balances and public debt 
burdens are broadly under control. The fiscal situation in 
these countries will not give rise to macroeconomic disturb
ances, as long as strict fiscal policy stances continue to be 
pursued, nor are they likely to present convergence problems 
at the Community level. These four countries have positive 
public savings, meet the golden rule and their public debt is 
close to or below the Community average. They must main
tain their present willingness to keep tight control on the 
budget outcome, and must continue to contribute to a satis
factory balance between saving and investment in the Com
munity over the medium term. 
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Summary 

Summary 

This study examines the important economic changes which have occurred since the start of Stage I of EMU in July 1990, and 
their impact on the conduct of monetary policy in the Community . 

An assessment is presented of the aggregate stance of monetary policy, based on various indicators: the overall money supply, 
nominal interest rates and a synthetic ecu-yield curve, exchange rates and real interest rates. It appears that monetary conditions 
in the ERM have become less tight over the period under review. 

The overall monetary stance is, however, not the outcome of a common monetary policy, but the result of the individual countries' 
monetary policy conduct. This depends in part on ERM considerations, even predominantly in countries such as Belgium and 
The Netherlands, and in part on domestic considerations. In Section 3, these are discussed in more detail. 

The following section examines the changing nature of the EMS. During the 1980s, the EMS was a powerful engine for 
disinflation in the Community. German economic policy, based on fiscal consolidation and the successful targeting of monetary 
aggregates stably related to final variables, brought a sharp reduction in underlying inflation, which was further accentuated by 
the fall in raw materials prices and in the US dollar. This disinflationary success was increasingly transmitted to other ERM 
narrow-band countries, particularly in the long period since the last realignment involving the original narrow band in January 
1987. 

Three factors have contributed to change this state of affairs. First, inflation has converged among the original narrow-band 
countries, allowing for reductions in interest-rate differentials vis-a-vis Germany. Second, the credibility of the parity grid has 
increased. Together with free capital movements, this has greatly reduced the autonomy of national monetary policies. Third, 
the strains on German monetary policy have considerably increased by the impact of German unification, which has also 
contributed to cyclical divergences among ERM members. 

In these circumstances, the question arises whether the identity of the currency imparting the required disinflationary discipline 
to the system may change, or whether this responsibility may be shared among several currencies. Given that the role of Germany 
in forcing others to convergence has - at least temporarily - been put into question, more explicit coordination of policies 
with Community-wide considerations in mind has become all the more necessary. 

1. General overview 

A number of important economic and political changes have 
occurred since the start of Stage I of EMU in July 1990. 
These changes have resulted in a rather different path for 
the world economy than foreseen at that time, even if this 
was partly due to a reinforcement of trends which were 
already evident before the summer of 1990. These include 
the Gulf war, the recession in the USA, the value of the US 
dollar, the price of oil and a reassessment of the economic 
situation in Eastern Europe and in the USSR. 

In the United States of America, the Federal Reserve was 
facing a serious policy dilemma during the second half of 
1990: on the one hand there were some inflationary press
ures, not only stemming from the jump of oil prices after 
the Iraqi invasion of Kuwait, but also from climbing wage 
costs, and on the other hand it became more and more 
evident that the economy was gliding into a recession. Since 

July 1990, monetary policy was eased progressively, but 
significantly in a series of small (25 basis points) cuts of the 
targeted Federal funds rate, from 8,25 % to 4,75 % now. 
The discount rate was cut in five steps from 7,00 % to 4,5 %. 
During most of the period, the dollar was weak, reaching a 
record trading low vis-a-vis the German mark on 8 February, 
quoting OM 1,45. However, following the end of the war 
with Iraq, this bearish sentiment changed rather abruptly, 
and the dollar recovered in a few weeks time. It reached a 
high ofDM 1,84 in early July and is now expected to remain 
within a relatively narrow band for the remainder of the 
year. The US recovery still appears to be weaker than hoped 
for earlier this year, and the immediate future is uncertain 
with early indicators pointing in opposite directions. Money 
stock M2 growth is very sluggish by historical standards: its 
year-on-year September increase stood at the bottom of its 
2,5-6,5 % target range, and fears exist that a weakened 
banking system is not creating enough money to finance 
even a moderate recovery. 
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Inflation performance has been improving: the consumer 
price inflation was down to 2, 7 % in August I 99 I compared 
to 6,1 % in 1990. All this has led the Federal Reserve to 
continue easing its monetary stance. The expansionary 
stance of monetary policy in the USA contrasts with the 
current tightness in Europe, reflected in a wide spread be
tween respective nominal and real interest rates. 

In Japan, the monetary stance has been relatively tight 
throughout 1990. The discount rate was last increased by 
75 basis points to 6,00 % on 30 August 1990. On I July 1991 
the discount rate was cut by 50 basis points to 5,50 %, and 
on 14 November 1991 to 5,00 %, in reaction to the marked 
slowdown in the economy and alleviating inflationary press
ures. Economic growth has slowed down to an inflation
adjusted 0,5 % in the second quarter of 1991 (2 % annuali
zed) and domestic prices have been stabilizing at around 
2,5 %. The Bank of Japan has been following a relatively 
easy policy stance, providing money markets with ample 
liquidity, and most observers are expecting further cuts in 
the official discount rate. 

Also in Japan, the growth of the money stock slowed con
siderably. The September 1991 growth figures (2,2 % from 
a year earlier) was the smallest since the Bank of Japan 
started publishing money supply data in I 968. As in the 
United States, the problems in the financial sector have led 
to fears for a credit crunch in Japan. 

In the Community, until the fourth quarter of 1990, monet
ary policy was gradually loosened in all countries. On 

Table 1 

Short-term interest rate differential vis-a-vis Germany 

1990 Jan. Feb. Mar. Apr. May 

EUR 12 2,42 2,40 2,18 2,03 1,90 

ERM• 1,89 1,86 1,65 1,47 1,33 

1991 Jan. Feb. Mar. Apr. May 

EUR 12 1,52 1,45 1,18 0,95 0,87 

ERM• 1,07 1,05 0,83 0,65 0,59 

' Without UK . 
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I November, the Bundesbank raised its Lombard rate, which 
led to a round of interest-rate increases in other countries. 
Around the end of January 1991, the German monetary 
authorities again increased the Lombard rate by 50 basis 
points; this step was, however, not followed by similar move
ments in other countries, but on the contrary led to lower 
interest rates in the other Member States. 

Several explanations can be given for the different reaction 
pattern in November 1990 and in February 1991. Firstly, 
the exchange-rate constraint prevented the countries other 
than Germany from loosening their policy in November, 
while in February, due to the German mark's weakness, 
interest-rate differentials with respect to Germany could 
be narrowed considerably without putting strains on the 
exchange-rate mechanism. Secondly, in February 1991 there 
were strong expectations that the Bundesbank would intro
duce a flexible Lombard rate, which was expected to lead to 
a significantly tighter stance of monetary policy in Germany. 
The increase in the conventional Lombard rate was taken 
by the markets as pre-empting such a 'flexibilization'; short
term rates actually fell as markets were reassured that official 
rates would not rise by more than 50 basis points. 

The phase of gradually loosening monetary policy was con
tinued until the summer, when short rates were nudged up 
by the Bundesbank, followed by an increase in the German 
Lombard rate by Y. point to 9,25 % on 15 August. The 
German mark has regained some strength and, except for 
the pound sterling, the lira and the peseta, short-term differ
entials to the German mark could not be decreased further, 
or in some cases even reversed (see Table !). 

June July Aug. Sept. Oct. Nov. Dec. 

1,84 1,87 1,82 1,72 1,52 1,46 1,59 

1,27 1,28 1,24 1,14 1,03 1,04 1,16 

June July Aug. Sept. Oct. 

0,94 0,99 0,90 0,76 0,61 

0,71 0,68 0,64 0,57 0,47 



2. Assessment of the ERM monetary stance 

In this section, an analysis is presented of the stance of 
monetary policy in the Community. This analysis is tenta
tive, since no straightforward monetary policy indicators 
exist on a Community level. Moreover, in spite of a certain 
degree of coordination, the stance of monetary policy at the 
Community level is the result of monetary policies conducted 
in the Member States, so that the overall picture could be 
blurred by divergent developments in different countries. 

2.1. Aggregates 

Traditionally, reliance was placed on a broad monetary 
aggregate as an indicator of the monetary stance. Unfortu
nately, there is no readily available broad monetary aggre
gate covering the whole Community. The harmonized series 
for M 1, which does exist, is less suitable as a policy indicator, 
since all countries except the UK base their monetary policy 
on broader aggregates. No attempt is made here to construct 
some series of a harmonized broad monetary aggregate for 
the Community. Instead, growth rates of different broad 
monetary aggregates are used to calculate an average Com
munity growth rate (weighted by the share of each currency 
in the ecu basket). The results of this calculation are shown 
in the following table. 

It appears that official monetary aggregates have slowed 
down over 1990. 1 This seems to contradict the findings based 

Figures for 1991 are a preliminary estimate, as data for some member 
countries are lagging behind, in particular Belgium. 

Table 2 

Money stock (year-on-year rates)a 

1990 Jan. Feb. Mar. Apr. May 

EUR 12 9,33 9,37 8,90 8,74 8,39 

ERMb 7,94 7,98 7,53 7,37 6,98 

1991 Jan. Feb. Mar. Apr. May 

EUR 12 11,5 11,1 11,4 10,6 11,0 

ERMb 12,6 12,4 12,6 12,0 12,2 

Assessment of the ERM monetary stance 

on the other indicators of the monetary policy stance, namely 
that a certain loosening has taken place in the Community 
during last year. The fall in the demand for money is, 
however, more likely to reflect a slowdown in nominal de
mand through the course of 1990 than a tighter monetary 
policy in the Community. In addition, the indicator function 
of monetary aggregates has become blurred by German 
monetary union, liberalization of capital movements and 
financial innovation, so that attention has shifted away from 
this indicator. 

2.2. Nominal interest rates and yield curves 

Difficulties with monetary targeting in Germany stemming 
from money demand fluctuations in the 1980s - and the 
growing importance of the ERM commitment - have Jed 
central banks to reaffirm that their primary policy instru
ment is the interest rate and apparently to pursue interest
rate policy directly towards the price stability objective. 
Interest-rate and yield curve movements have thus received 
an increasing amount of attention. In Table 3, the weighted 
average short-term interest rate (with the ecu weights) is 
shown over the last year, and Graph 2 shows the yield-curve 
developments for the Community. This concerns a synthetic 
ecu yield curve, calculated on the basis of yield curves for 
seven Member States (B,D,E,F,I,NL,UK) and its coverage 
is more than 95 %. For the purpose of assessing the stance 
of monetary policy, a synthetic ecu yield curve is more 
appropriate than a market ecu yield curve, as monetary 
policy is still determined at the national level, which is better 
reflected in the former; in addition ecu markets are still 
relatively thin. 

June July Aug. Sept. Oct. Nov. Dec. 

8,02 7,50 7,49 7,29 7,79 7,71 7,51 

6,55 6,01 6,08 5,99 6,81 6,69 6,80 

June July 

5,8 5,6 

6,1 6,0 

a Ecu-weighted averages. In case of missing data, an average has been calculated using the last available value for the individual country. From January 1991 , the German money supply statistics 
relate to the whole of the OM area; this introduces a break in the series in January 1991 and in June 1991. 

b Without UK. 
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Table 3 

Short-term interest rates 

EUR 12 

ERM• 

EUR 12 

ERM• 

1990 

199 1 

' Witho ut UK. 
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Jan. 

11 ,1 

10,4 

Jan. 

11,1 

10,4 

Feb. 

11 ,0 

10,4 

Feb. 

10,7 

10,2 

Mar. Apr. May 

11 ,0 10,7 10,6 

10,3 10,0 9,8 

Mar. Apr. May 

10,7 10,2 10,0 

9,9 9,8 9,7 

June July Aug. Sept. Oct. Nov. Dec. 

10,5 10,4 10,5 10,5 10,4 10,5 11,0 

9,7 9,6 9,8 9,7 9,7 10,0 10,4 

June July Aug. Sept. Oct. 

10,0 10,1 10,2 10,0 9,9 

9,7 9,8 9,8 9,7 9,8 

Since the beginning of 1990, monetary conditions in the 
Community have loosened significantly, in line with in
flationary expectations, as clearly indicated by the behaviour 
of the synthetic ecu yield curve (see Graph 2). From the first 
quarter 1990 to the second quarter 1991, the yield curve 
shifted continuously downward, with the exception of the 
third quarter 1990, when the general movement was inter
rupted by the Iraqi invasion of Kuwait. From the yield curve 
shifts the following conclusions emerge : 

(i) The easing of monetary conditions in the ERM area as 
a whole, 1 in spite of continued tightness in Germany, is 
mainly a result of nominal interest-rate convergence 
towards the lower German level. 

(ii) Inflationary expectations seem also to have converged 
towards a lower level, as indicated by the downward 
shift of the yield curve at the long end. Indeed, the curve 
became slightly inverted. Therefore, looser monetary 
conditions do not seem to have worsened the inflation 
outlook. 

(iii) The loosening of monetary conditions in the ERM has 
been much less pronounced than in the USA (and re
cently Japan). The corresponding yield curve for the 
USA has been positively sloped during the period under 
review and has moved down at the short end by some 
200 basis points compared to 125 points in Europe. In 
addition, the US yield curve has steepened markedly. 

2.3. Exchange rates 

Yield curve movements should, however, be interpreted with 
care. Monetary policy determines short-term interest rates 
but has relatively little impact on current inflation or very 

It should be noted, however, that the ecu yield curve does not cover the 
full ERM area, as only seven Member States are included. 
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short-term inflation expectations, while it can have a marked 
effect on longer-term inflation expectations. A monetary 
policy tightening, for instance, acting through increased 
short-term rates, will generally flatten the yield curve. Long
term nominal rates will rise to a lesser extent than short
term rates or may even fall, if longer-term inflation expec
tations are reduced while there is little or no increase in 
expected real long-term rates . However, not all movements 
in the yield curve result from changes in the monetary policy 

Table 4 

Nominal effective exchange rates (Feb. 1987 = IOO) 

1990 Jan. Feb. Mar. Apr. May 

EUR 12 102,4 103,8 l03,5 l05,0 l05,2 

ERM• 102,8 104,2 104,0 l05,6 105,8 

1991 Jan. Feb. Mar. Apr. May 

EUR 12 109, l 110,1 l05,6 IOl,3 I00,8 

ERM• 109,5 110,4 106,2 102,1 IOl ,7 

11i Without UK. 

Assessment of the ERM monetary stance 

stance. In particular, a perceived increase of the rate of 
return can significantly increase expected real long-term 
interest rates and steepen the yield curve, without a change in 
inflation expectations. Such a situation will tend to produce a 
currency appreciation, as the increase in the expected real 
long-term rates will attract capital inflows. Exchange-rate 
movements are thus the key factor in distinguishing between 
movements in real long-term rates and movements in in
flation expectations : the former will tend to produce a 
currency appreciation and the latter a depreciation. In 
Table 4, the effective exchange rate of the Community is 
shown over the last year. 

It appears that the loosening of monetary conditions in 
the Community was in part compensated by an effective 
exchange-rate appreciation in the second half of 1990, which 
was mainly the result of the sharp US dollar depreciation 
strongly influenced by the Gulf crisis. Nevertheless, the 
appreciation of the Community's effective exchange rate was 
not substantial enough to offset the loosening effects of 
monetary policy, especially as the Gulf crisis also raised oil 
prices. The compensation was, however, only temporary. 
After the end of the Gulf War the US dollar appreciated 
sharply and the nominal effective exchange rate of EUR 12 
(and the ERM) fell correspondingly. Its actual level (October 
1991) is some 2 % (1,6 % for the ERM) below its January 
1990 level. 

2.4. Inflation-adjusted long-term interest rates 

Inflation-adjusted long-term interest rates have decreased 
over the period under consideration (see Table 5), notable 
exceptions being Italy, Portugal and the United Kingdom. 

June July Aug. Sept. Oct. Nov. Dec. 

l04,8 l06,5 109,1 l07,2 108,0 l09,6 109,8 

l05,4 106,9 l09,5 107,5 l08,3 109,9 110,1 

June July Aug. Sept. Oct. 

98,5 98,1 99,6 IOl ,O 100,4 

99,4 99,0 100,4 101 ,7 101,2 
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Table 5 

Inflation-adjusted long-term interest rates 

1990 Jan. Feb. Mar. Apr. May 

EUR 12 5,36 5,92 5,90 6,04 5,95 

ERM• 5,79 6,38 6,34 6,60 6,66 

1991 Jan. Feb. Mar. Apr. May 

EUR 12 5,47 5,22 5,35 5,43 5,31 

ERM• 6,19 5,89 5,95 5,76 5,51 

. Without UK . 

Also the decline in 'real' interest rates is an indication of the 
relative loosening of monetary policy which took place over 
the period 1990-91. However, it has to be borne in mind 
that, from a historic perspective, inflation-adjusted rates are 
still at a very high level. Also as compared with the United 
States and Japan, inflation-adjusted interest rates in the 
Community are substantially higher, respectively by some 
100 and some 200 basis points. 

All in all, monetary conditions in the ERM have become 
less tight over the period under review. For the area as a 
whole, the current stance of monetary policy does not look 
inappropriate. At this stage, the ERM monetary stance is, 
however, not the outcome of a common monetary policy at 
the ERM level, but the result of the individual countries' 
monetary policy conduct. 1 This depends in part on ERM 
considerations, even predominantly in countries such as 
Belgium and The Netherlands, and in part on domestic 
considerations. In this respect, three different groups of 
countries can be distinguished. The first group comprises 
Germany and the countries shadowing its monetary policy 
(Belgium and The Netherlands), and Spain. In this group the 
monetary stance is dominated by the threat of accelerating 
inflation. The second group consists of countries where the 
budgetary situation is acceptable, inflation is slowing down 
or already at a low level, but growth is sluggish. These 
countries are already in a recession, or fears exist that they 
may slide into one. Monetary policy in this group is clearly 
directed towards a more easy stance. It comprises Denmark, 
France, the United Kingdom, and Ireland. The third group 
consists of the high-inflation countries, Italy, Portugal and 

Some coordination takes place, however, in the framework of the 
Committee of governors of the central banks. 
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June July Aug. Sept. Oct. Nov. Dec. 

5,89 5,68 5,66 5,58 5,21 5,48 5,72 

6,67 6,42 6,48 6,40 6,03 6,24 6,44 

June July Aug. Sept. 

5,13 4,87 5,16 5,38 

5,32 4,94 5,17 5,36 

Greece, where monetary policy has been relatively tight, but 
it has slightly eased over the last year or so. In Italy and in 
Greece, moreover, there exists a problem with the policy 
mix, as fiscal targets have been systematically overshot, thus 
counteracting the impact of monetary policy on inflation. 

In the next section, the individual country developments are 
examined more in detail. 

3. Developments in individual countries 

In Germany, the Lombard rate was raised on I November 
1990 for the first time since 5 October 1989 by 50 basis 
points to 8,50 %. The discount rate was left unchanged at 
6 %. The rise was presented as a technical move. The Lom
bard facility is supposed to be an emergency funding instru
ment to serve banks' very short-term liquidity needs. As the 
call rate and the repurchase agreement (repo) rate had been 
quite often above the Lombard rate, banks used this profit
able refunding facility in excess of what the Bundesbank 
considered as adequate. The Bank strengthened its anti
inflationary reputation by the Lombard move, which had 
not been expected a month before general elections. 

On I February 1991, both the Lombard and the discount 
rates were increased by 50 basis points, to 9 and 6,50 %, 
respectively. At the same time a fixed interest-rate tender 
was announced, signalling that an increase in market rates 
was not wanted. 

Subsequently, money market rates fluctuated around 9 %. 
Since the beginning of June, however, the Bundesbank de
cided to revert again to variable bid rates for its one-month 
repo tenders. This move should be seen as a return to normal, 
although it made the coming tightening easier. 



On 15 August, the discount rate was raised by I 00 basis 
points to 7,5 % and the Lombard rate by 25 basis points to 
9,25 %. The spread between the discount rate and market 
rates (which were close to 9 %) was exceptionally high by 
historical standards and implied a subsidization of the Ger
man banking system. 

Given that market rates were already at or close to the 
previous 9 % Lombard rate, heightening the ceiling created 
room to nudge market rates up further. Many analysts felt 
that the shift to small rate rises in quarter point increments 
- for the first time since 1959 - was a prelude to further 
hikes. 

In France, monetary policy has been on an easing track 
since early 1990 except for a short period around the turn 
of 1990-91. On 31 October, the central bank reduced the 5-
to JO-day emergency funding rate by 0,25 % to 10 %. At the 
same time it announced that the intervention rate at which 
the Bank supplied funds to the market was cut also by a 
quarter of a point to 9,25 %. It was the second relaxation 
in France in little over two weeks; on 16 October, the Bank, 
confronted with considerable dislocation of savings, reduced 
banks' reserve requirements by about FF 26 billion from the 
high FF 82 billion in September/October 1990. This move 
was soon followed by a cut in commercial banks' base 
lending rates and a repatriation of capital so that the Banque 
de France had, on that occasion, to drain from the market 
an equivalent amount of liquidity in order to keep money 
market rates from falling too low. 

On 18 March 1991, another 25 basis point decrease in 
the intervention rate was announced. On account of the 
weakness of the economy, there were strong incentives to 
cut rates, but the position of the French franc in the EMS 
band, where it had been at the bottom for some months, 
had prevented the authorities from reducing rates, until the 
pressure was released somewhat by a cut of Spanish interest 
rates on 15 March. The good inflation performance in 
France over the period under consideration has strengthened 
the country's exchange-rate credibility and has allowed the 
Banque de France to pursue a policy consisting of reducing 
the interest-rate differential vis-a-vis Germany as much as 
the EMS constraint would allow (see Graph !). The change 
of the Prime Minister had initially unsettled markets and 
the FF-DM interest-rate differential widened towards 80 
basis points again in June. Since then, however, economic 
fundamentals - the low rate of inflation, the favourable 
budgetary position - have regained dominance in market 
assessment of French credibility. The short differential is 
now in a narrow 10 to 20 basis points range, and a temporary 
reversal cannot be excluded for the time being. 

Developments in individual countries 

On 17 October 1991, another 25 basis point decrease in the 
intervention rate was announced, and French short-term 
market rates fell marginally below corresponding German 
rates. Given France's weak cyclical position, reflected in the 
French franc's position at the bottom of the band, monetary 
policy however cannot, despite France's own very low rate 
of inflation, reasonably be expected to bear the burden of 
providing a source of disinflation for the Community as a 
whole. 

In the United Kingdom, the clearing banks' base rate stood 
at 14 % in January 1991, having been cut from 15 % to this 
level on UK entry to the ERM (8 October 1990). Since then, 
six base rate cuts, each of 50 base points, have taken place, 
leaving the current rate at 10,5 %. In February, sharply 
rising unemployment (7,0 %) and falling output prompted 
one 50-base-point cut on 13 February and a further 50-base
point cut on 27 February. The strengthening of the pound 
sterling in the ERM during March - sterling moved up
wards as the DM weakened under the increasing costs of 
German unification eventually reaching second place in the 
grid - coincided with the next 50-base-point reduction to 
12,5 % on 22 March. The pound sterling's continued 
strength in the ERM during April, a sharp fall in headline 
inflation (from 8,24 % in March to 6,39 % in April) and 
gloomy economic forecasts by the CBI and NIESR in May 
all contributed to the subsequent 50-base-point cuts on 12 
April and 24 May. The next cut did not take place until 12 
July, with the pound sterling strengthening again in July, 
having weakened relatively within the grid in June. The 
Bundesbank's tightening of German monetary policy on 15 
August delayed the most recent reduction in the base rate 
until 4 September, when a further fall in the headline in
flation rate for August to 4,7 % encouraged a cut to 10,5 %. 
Given the present downward trend in the headline inflation 
rate, it is likely that the base rate will fall to 10 % by the 
end of the year. The three-month interbank rate has mirrored 
this decline in the base rate, falling from 13,97 % in January 
to around 10,25 % at present. The short-term interest differ
ential with Germany has also fallen markedly - from 471 
basis points in January to a current gap of 100 basis points. 

In Spain, the stance of monetary policy was kept tight 
throughout the second half of 1990 and the first months of 
this year on account of persisting inflationary pressures and 
a booming economy. The Banco de Espana came, however, 
under strong pressure from other ERM member countries 
to cut its interest rates, as the strength of the peseta prevented 
other countries from lowering theirs. On 13 February, 
15 March and 16 May 1991, the intervention rate was re
duced by 20, 100 and 75 basis points, respectively, to 
12,75 %. The main explanatory factors underlying the easing 
of the policy stance were the heavy upward pressure on the 
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peseta, together with inflation figures that were regarded by 
the government as relatively good (in August, the CPI annual 
growth figure stood at 6,0 %). In August, monetary policy 
was again eased: the overnight assistance rates were cut, 
additional liquidity was injected into the market and the 
intervention rate was further cut by 15 basis points to 12,6 %. 
The move was aimed at easing the upward pressure on the 
peseta, but also to support the Madrid bourse after a 8,25 % 
drop (19 August) and to support the sales of treasury bonds, 
whose primary yields were well below secondary market 
yields. 

Italy had been facing an 'EMS paradox' similar to Spain's 
during the first half of 1990, but the lira had depreciated since 
the beginning of the summer, as expectations deteriorated on 
the absence of economic policy measures fully consistent 
with the commitment implicit in the lira's narrow band 
adherence. The overall increase in interest rates in Europe 
stimulated outflows of foreign exchange in the autumn, but 
the Banca d'ltalia refrained from compensatory open market 
operations, which led to a significant tightening of monetary 
conditions. Since the beginning of 1991 , short-term rates 
have eased again, as the exchange-rate constraint was no 
longer pinching. From March onwards, the lira was back at 
the top of the narrow band, and the situation was very 
similar to that prevailing in the first half of 1990. On 12 May, 
the discount rate was cut by 100 basis points to 11,5 %, after 
the adoption of a package of spending cuts and revenue 
increases to put the 1991 public deficit back on target. In 
this framework, the discount rate cut presents an important 
support, as it helps to lower the government's borrowing 
costs. 

In The Netherlands, given the existence of a de facto monet
ary union with Germany, the monetary authorities sha
dowed the German policy moves. Hence, the increase in 
German official rates on I November 1990, 1 February and 
15 August 1991 were immediately followed. The first change, 
however, was only followed half-way. The Nederlandsche 
Bank increased its three key interest rates by 100 basis points 
leading to a discount rate of 8,00 %, a discount rate on 
promissory notes of 8,75 % and an interest rate on advances 
of 9,25 %. The exchange-rate commitment clearly domi
nated the less optimistic views on the business cycle. Never
theless, given the upward pressures on German rates, the 
short-term interest rate differential narrowed further. 

In Belgium, the reductions of the withholding tax in March 
1990 and the announced link of the Belgian franc to the 
German mark in May 1990 had permitted the Central Bank 
to decrease its key interest rate (the three-month Treasury 
Certificate) continuously in 15 steps by 125 basis points in 
total. However, as in The Netherlands the Belgian monetary 
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authorities only followed the Bundesbank half-way and in
creased the discount rate by 0,25 % to 10,50 % and the rate 
for advances to 11 %. This rise was followed on 15 Nov
ember by a 10 basis point increase of the three-month Treas
ury Certificate rate. 

On 29 January 1991 , the Belgian money market was funda
mentally reorganized. On the primary Treasury Certificate 
market, a tender system replaced the issue system on tap, 
and an active secondary market was created. In the new 
framework , the weekly tenders for advances give the orien
tation for monetary policy, while for fine-tuning in-between 
the most important instrument became the repurchase agree
ment on Treasury Certificates. The discount rate and ceilings 
were abolished. On 17 June 1991, however, the discount 
facility was reintroduced. The rate for advances on current 
account, increased to 11,5 % from 11 % in February 1991 
following the rise of the Bundesbank rates, failed to serve 
its purpose, as this borrowing facility was not sufficiently 
used. On 16 August the discount rate was increased from 
7,50 % to 8,0 %. The good performance of the Belgian 
franc in the exchange-rate mechanism permitted monetary 
authorities to further reduce the short-term interest rate 
differential vis-a-vis the German mark. In May and August 
1991, the short-term market interest rate differential even 
became occasionally negative, but this development was 
offset by the Central Bank, which has a policy rule not to 
let Belgian rates fall below German rates . 

In Ireland, large capital inflows during 1990 have resulted 
in an accumulation of external reserves. Consequently, mon
etary policy had loosened throughout 1990. However, on 24 
December 1990, falling external reserves following the gen
eral tightening of policy in Europe, led the Central Bank to 
respond by increasing the short-term facility rate (CBSTF
rate) by 75 basis points. As in most Community countries, 
tensions eased in the beginning of 1991, and the CBSTF
rate was cut four times by 25 basis points, on 28 March, on 
9 April, on 15 July and on 23 July. 

In Denmark, because of the high and recently increasing 
level of unemployment and the moderate price and wage 
developments (Denmark's inflation rate has been among the 
lowest in the Community during the period under review), 
the Nationalbank's intention is to keep interest rates as low 
as compatible with the participation in the EMS. This policy 
was reflected in cuts in the discount rate and the banks 
deposit rate at the Nationalbank whenever the krone's pos
ition in the EMS allowed so, and in increases when the krone 
moved to the bottom of the narrow band. The short-term 
interest rate differential with the German mark narrowed 



from four percentage points at the beginning of 1990 to just 
over I % by the end of last year. The narrowing continued 
in 1991 and remained within a range of O to 15 basis points 
in the June-to-August period. This development was possible 
only because Denmark's hard currency stance has gained a 
very high degree of credibility due to its development to a 
hard-core low-inflation country, the remarkable switch to a 
current account surplus, and the prospects of EMU. The 
developments in foreign-exchange markets during the sum
mer showed, however, that a further narrowing of the krone
OM interest differential was not achievable at the time. 
The Nationalbank had, therefore, to follow the Bundesbank 
move, and raised its interest rates with effect from 16 August 
1991. The three-months differential with the German mark 
widened to some 40 basis points in September and October, 
but narrowed again to some 10 basis points in November, 
after the latest official rate cut on 21 October. 

The entry of the UK into the ERM in October 1990 and the 
policy of pegging their exchange rates to the ECU by the 
Nordic countries, Norway as from October 1990, Sweden 
since 17 May 1991 (with a unilateral target range of± 1,5 %), 
and Finland since 7 June 1991 (with a ± 3 % band) is of 
particular importance for Denmark, as the UK as well as 
the Nordic countries are among its most important trading 
partners. Fluctuations in Denmark's effective exchange rate 
will be reduced. 

In 1990, for the first time, the Nationalbank has published 
a target range for domestic money creation of 4 to 7 % for 
the fourth quarter 1991 against the same quarter of the 
previous year, in the framework of strengthening economic
policy coordination between the Community countries. 

In Portugal, monetary policy remained tight in order to fight 
inflation. This resulted in high interest rates, which even 
slightly increased in the period under review. The three
month Treasury Bill rate rose from 17 ,2 % in January 1990 
to 17 ,9 % in August 1991. The efficiency of monetary policy 
was, however, undermined by capital inflows, attracted by 
high interest rates which more than compensated for the 
announced monthly depreciation rate of the escudo. As a 
consequence the inflation rate remained stubbornly high. 
Therefore, exchange controls on inward capital flows were 
reintroduced in July 1990. In addition, the crawling peg of 
the escudo was abandoned in October 1990 in favour of a 
managed-float oriented towards the ERM currencies and in 
preparation of entry. Since the change of exchange-rate 
regime the escudo appreciated in nominal effective terms vis
a-vis the ERM currencies by 4 %. 

In order to further enhance the efficiency of monetary policy 
the independence of the Central Bank from the Treasury 

The changing nature of the EMS 

was strengthened by a change in the Statutes of the Central 
Bank at the end of 1990, limiting Central Bank credits to 
the Treasury to exceptional circumstances. In the beginning 
of 1991, the credit ceilings were abolished and another sterili
zation operation of excess liquidity was finalized. The re
muneration of the minimum reserves has been harmonized 
in March 1991 in order to limit avoidance. The introduction 
of a facility of supplying end-of-day credits at a penalizing 
interest rate (21,75 % in July) and of absorbing excess end
of-day liquidity at a below-market interest rate (16,5 % in 
July) completed the transition towards a system of indirect 
monetary control. However, despite the modernization of 
the monetary policy instruments, and the change in ex
change-rate regime, capital inflows continued to hamper the 
fight against inflation. This led, on 5 July 1991, to a ban 
on non-residents buying indexed Portuguese Government 
bonds. In the mean time, thanks to the lowering of the 
inflation rate, the end-of-day intervention rates could be 
reduced to 20,25 % and 15,75 %, respectively in October. 

4. The changing nature of the EMS 

During the 1980s, the EMS was a powerful engine for 
disinflation in the Community. German strategy in the first 
half of the decade, based on fiscal consolidation and the 
successful targeting of monetary aggregates stably related to 
final variables, brought a sharp deceleration in underlying 
inflation, accentuated in 1986 in terms of consumer prices 
by the collapse in oil prices and in the US dollar. Thereafter, 
underlying inflation in Germany has, until very recently, 
remained at low levels, despite greater flexibility in the pur
suit of monetary targets (notably in 1986/87 as a result of 
dollar movements). 

This disinflationary success was increasingly transmitted to 
other ERM narrow-band countries, particularly in the long 
period since the last ERM realignment involving the original 
narrow band, in January 1987. 

Three factors have combined to modify this state of affairs: 

(i) inflation among the original narrow-band members has 
converged allowing reduction in the differentials with 
the German rates; 

(ii) the credibility of the parity grid has increased; 

(iii) the strains on German monetary policy have been con
siderably, and perhaps historically, increased by the 
impact of German unification which has also contrib
uted to cyclical divergence among ERM members. 
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4.1. Inflation convergence 

Since the oil-price-induced fall in prices in Germany in 1986, 
inflation in that country has steadily increased. Over the 
same period, inflation rates in most of the other original 
narrow-band countries have increased less, remained stable 
or, in some cases, declined further. Only in The Netherlands 
has the inflation rate accelerated more or less in step, up to 
now, with that in Germany.I 

In consequence, inflation rates in the original narrow-band 
countries have shown very considerable convergence: by the 
end of this year, in fact, German inflation could be the 
highest among this group of countries. 

It remains to be seen if, in some countries among this group, 
the authorities may, in circumstances of currently rather 
weak growth, be inclined to give less weight than in the past 
to achieving further reductions in inflation. For the moment, 
it is not the case. 

4.2. Increased credibility of the parity grid 

In much of the 1980s, the currencies with the highest interest 
rates tended to occupy low positions in the ERM band 
between realignments and to be involved in downward re
alignments (see Table 6). This reflected a lack of credibility 
in the ability of the authorities in countries with problems 
of high inflation and/or worrying budgetary situations to 
maintain the parity. In a sense, high interest rates were the 
price that had to be paid by such countries in their attempts, 
ultimately successful, to establish credibility. More recently, 
the convergence of inflation among the original narrow
band countries, the absence of realignments over a long 
period and the momentum of progress towards EMU have 
gone a long way to convincing markets that EMS realign
ments are a thing of the past. This has meant that countries 
with high interest rates have tended to be high in the band, 
a reversal of the previous pattern. Moreover, these countries 
have not wanted to decrease their interest rates, because of 
their anti-inflationary goal. 

4.3. Impact of German unification 

The immediate impact of German unification was to create 
an asymmetric demand shock, contributing to cyclical diver
gence among ERM members. The economic aftermath of 
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Part of this evolution is related to fiscal reforms: decrease of VAT in 
France, increase in Germany. 

Germany's unification in terms of budgetary costs and un
precedented regional unemployment problems, which were 
initially underestimated by many, and which may not even 
now be fully perceived, has raised doubts on financial (and 
possibly also on labour) markets, whether Germany's in
flation performance will, over the medium term, remain a 
model. 

In addition, the shock has profound medium-term impli
cations. Uncertainty increased as to what extent the Bundes
bank will be in a position to pursue the same policy strategy 
as in the past. There is first the indicator problem, as, with 
the extension of the DM currency area, broad money growth 
rates may be less closely linked to nominal demand as long 
as a significant monetary overhang persists. Moreover, it 
will be very difficult to assess the right stance of monetary 
policy for Germany as a whole as long as economic develop
ments in the two regions of the old and new Federal States 
continue to diverge. 

Next, the perceived prospect of continuing high budget defi
cits has tended to raise market doubts about the extent to 
which monetary policy can continue to act independently of 
fiscal constraints. Other ERM members - notably Belgium 
and Ireland - have already had to confront such problems. 
But in their cases, the commitment to an ERM whose 
attractions rested very largely on low German inflation has 
been a major factor in ensuring that public and political 
pressure was brought to bear more on the fiscal authorities 
to adjust than on the monetary authorities to relax. In 
the case of Germany, a similar external influence on the 
resolution of the possible problem of inconsistency, over 
time, between fiscal and monetary policy has not been experi
enced until now in the ERM. 

These medium-term factors, combined with a strong US 
dollar recovery (due also to the situation in Eastern Europe 
and the USSR) led in the spring of this year to a weakening 
of the German mark within the EMS. Only a relatively small 
part of the weakening took the form of a movement within 
the band : the major part of it was reflected in the use that 
some other narrow-band members made of German mark 
weakness to reduce differentials against the German mark 
(see Graph I). 

Some of the factors that have contributed to the relative 
weakening of the German mark may, of course, be reversed 
at some point: the dollar might weaken; the economy of the 
new Federal States might recover sharply and convincingly, 
and/or adequate measures might be taken to deal with the 
budgetary consequences of the union (indeed, the Bundes
bank might, through its monetary policy actions, influence 
budgetary decisions in this area). 



The changing nature of the EMS 

Table 6 

EMS realignments: ecu central-rate percentage changes and short-term interest-rate differentialsa 

B DK D GR• F IRL NL 

13 Mar. J 979c Central rates 39,4582 7,08592 2,51064 5,79831 0,662638 1148,18 2,72077 

29 Sept. 1979 Differential 4,55 9,45 3,55 9,49 3,38 1,80 
Changes(%) -0,97 -3,80 1,01 -0,97 -0,97 -0,97 -0,97 

30 Nov. 1979 Differential 4,70 4,07 2,60 7,97 2,97 5,10 
Changes(%) 0,14 -4,63 0,14 0,14 0,14 0,14 0,14 

23 Mar. 1981 Differential 3,62 1,82 -0,88 1,24 4,24 -3,08 
Changes(%) -2,47 -2,47 -2,47 -2,47 -2,47 -8,32 -2,47 

5 Oct. 1981 Differential 4.02 5.63 3,52 6,52 8,31 1,17 
Changes(%) 0,10 0,10 5,61 -2,90 0,10 -2,90 5,61 

22 Feb. 1982 Differential 4,25 0,29 4,27 9,19 10,18 -0,55 
Changes(%) -8,81 -3,33 -0,34 -0,34 -0,34 -0,34 -0,34 

14 June 1982 Differential 6,30 7,30 6,25 10,46 11,00 -0,39 
Changes(%) -0,61 -0,61 3,61 -6,32 -0,61 -3,34 3,61 

21 Mar. 1983 Differential 6,92 12.86 7,32 11,92 13,80 -1,02 
Changes(%) 1,36 2,36 5,36 -2,63 -3,63 -2,63 3,36 

18 May 1983 Differential 4,55 2,97 7,11 9,24 12,71 0,74 
Changes(%) -1,19 -1,19 -1,19 -1,19 -1,19 -1,19 -1,19 

22 July 1985 Differential 4,16 4,17 11,04 4,64 5,58 9,22 1,01 
Changes(%) 0,15 0,15 0,15 -13,14 0,15 0,15 -7,70 0,15 

7 Apr. 1986 Differential 3,76 4,66 17,26 3,12 7,14 9,27 0,79 
Changes(%) 2,65 2,65 4,68 -25,76 -1,42 1,63 1,63 4,68 

4 Aug. 1986 Differential 2,78 4,53 12,81 2,54 5,84 6,80 0,83 
Changes(%) 1,30 1,30 1,30 -1,01 1,30 -6,80 1,30 1,30 

12 Jan. 1987 Differential 3,26 6,51 9,89 4,09 9,45 7,14 1,22 
Changes(%) 1,54 -0,45 2,54 -9,11 -0,45 -0,45 -0,45 2,54 

a The pound sterling and the peseta do not figure in this table. as both currencies joined the ERM after the latest general realignment. 
b National central rates. 

' Initial parities at the start of the European Monetary System. 

Somewhat more favourable signs are already evident on a 
number of fronts (notably the dollar). None the Jess, an 
analysis of the situation in the EMS must take as its starting 
point a recognition that: (i) economic circumstances in Ger
many now certainly are, and political priorities may be, 
different from those that made Germany a disinflationary 
model for partners in the 1980s; (ii) in consequence, at least 
at present, the monetary policies of members other than 
Germany are somewhat less constrained than in the past by 
the policies pursued by the Bundesbank. In addition to these 
medium-term considerations, the initial impact of unification 
amounted to an asymmetric demand shock in Germany 
contributing to cyclical divergence among ERM members. 
But it is to be noted that inflation rates in most members of 
the narrow band have not increased since 1990. 

4.4. Implications for the disinflationary bias of 
the system 

These changes in the underlying fundamentals of the system 
have important consequences. 

First, the identity of the currency imparting the required 
disinflationary bias to the system can change and cannot be 
readily predictable. It will depend not so much, as it did in the 
past, on the inherited credibility advantage of the monetary 
authorities of one particular country but on cyclical varia
bility: assuming that the monetary authorities of all member 
countries act to prevent demand strength from becoming 
excessive and thus from provoking increased inflation, the 
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bias will be imparted by the country that happens to be 
experiencing the greatest cyclical demand strength. In turn, 
this means that the degree of disinflationary bias for the 
system as a whole cannot be predicted in advance: it will be 
in inverse proportion to the economic size and openness of 
the country imparting it. This result is very straigthforward. 
An aggregate demand shock (a boom) in a relatively small 
or relatively closed economy will have relatively little effect 
on aggregate demand in the system as a whole; a boom in a 
bigger or more open economy has a more expansionary 
effect for the area as a whole. But the contractionary monet
ary policy effect for the system as a whole of following an 
increase in interest rates in the booming country is the same 
irrespective of the size or openness of that country. 

Second, however, it may not necessarily be the case that all 
members of the system continue to accept its disinflationary 
bias irrespective of which currency is imparting it. For in
stance, for The Netherlands and Belgium rather explicitly, 
and the other narrow-band members implicitly, the external 
influence on their interest-rate decisions has been the Ger
man mark parity rather than the situation of the grid as a 
whole. When the German mark is weak, some other 
countries may - as has again been the case recently - use 
that weakness to reduce interest rates, tending to isolate the 
high interest-rate currency at the top of the band and thereby 
exerting pressure on that currency's central bank to reduce 
rates. 

Examples of these phenomena can be seen in the recent 
functioning of the EMS. The weakness of the German mark 
has been a major factor in pulling the EMS currencies 
down against the US dollar, although the dollar has shown 
independent strength on expectations (possibly over-opti
mistic) of an early, strong and sustained recovery in the 
USA. The disappearance, for a number of countries, of 
interest-rate differentials against the German mark, and the 
possibility that the markets might even accept or produce 
negative differentials may have induced some uncertainty in 
policy implementation in countries that have followed a 
straightforward rule of maintaining the minimum differen
tial consistent with tracking the German mark. 

At the same time, the reappearance of the peseta as the 
currency potentially imparting the required disinflationary 
bias to the system, has led to conflicting views about the 
appropriate policy-mix adjustment in Spain. The major ad
justment to have taken place so far has been a downward 
move in Spanish interest rates since March. 
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5. Conclusions 

Given that the primary aim of the EMS is to contribute to 
achieving price stability and convergence in the Community, 
the question of how best to respond to the current EMS 
situation, or to possible recurrences of such situations, can 
only be answered in the context of the monetary policy 
stance in the Community as a whole, even while recognizing 
that that stance is the outcome of the actions of the national 
monetary authorities. 

At the beginning of Stage I of EMU the Communit~ econ
omy was slowing, but the inflation rate was _movt~g up. 
However, monetary conditions in the Community (with the 
exception of Germany) have loosened: interest rates have 
fallen and Community currencies have depreciated sharply 
against the US dollar over a period in which there has been 
no offsetting fall in dollar commodity prices. Also, real 
interest rates declined although, from a historical perspec
tive, they are still at a very high level. Despite tax in~reases 
in Germany, the budgetary outlook remains uncertain, and 
budgetary overshoots seem likely in a number of o_ther 
Community countries. In these circumstances, and d~sptte a 
clear slowdown in economic growth in the Community, the 
stabilization of inflation for the low-inflation countries and 
moreover the convergence of the others may be at risk . 

Fundamental changes have taken place in the operation of 
the EMS. Inflationary pressures have, at least temporarily, 
emerged in Germany; there is a risk that, in the absence of 
an alternative source of disinflationary discipline, inflation in 
the original narrow-band countries might converge upwards. 
No alternative source of discipline has emerged. The dual 
aims of the system - price stability in the 'core' and down
ward convergence of the 'periphery' - met with a consider
able degree of success in the 1980s. With the exception of 
Germany and The Netherlands (but partly due to fiscal 
reasons) price stability remains the rule in the core group, but 
further convergence of the periphery has not been significant. 

Risks are posed for the process of convergence on low 
inflation that will be required for a successful passage to 
Stage 111. Given that the role of Germany in forcing others 
to convergence has - at least temporarily - weakened, 
more explicit coordination of policies with Community-wide 
considerations in mind becomes all the more necessary. 



Statistical annex 

Notes on the statistical annex 

General remarks 

This edition of European Economy gives in its statistical annex updated time-series of 
annual data. 

Unless otherwise specified, aggregates up to 1989 are defined for member countries as in 
the ESA (European system of economic accounts), and for the USA and Japan as in the 
SNA (UN-OECD system of national accounts). Figures for 1990, 1991, and 1992 are 
estimates and forecasts made by Commission staff using the definitions and latest figures 
available from national sources. They are not fully comparable with the corresponding 
figures for earlier years. However, in Tables I, 2, 4-10, 12-21, 23-36, 39, 40 and 61-73 
discontinuities have been eliminated. 

Community totals for national accounts data are aggregated using purchasing power 
parities, except in Tables 5, 8, 12, 15, 37, 38 and 41-45, where current exchange rates 
have been used. The data concerning Germany refer to West Germany. 
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Table 1 

Population; total 
(IOIIO) 

• DK D GR E ' IRL L NL • UI{ l:URIJ IJSA. ' 
1960 9153 4 S81 SS 433 8 327 30 SS9 45684 2834 SO 198 313,S 11483 8426 S2 372 279 364 180671 94118 

· 1961 9184 4612 S618S 8 398 30880 46163 2 819 SOS24 316,9 11637 8420 S2 807 281 94S 113 691 94965 
1962 9221 4647 S6837 8448 31133 46998 2830 . 844 320,8 11801 8410 S3 292 214 182 116 S38 9S8S3 
1963 9290 4684 S7 389 8480 3140S 47836 28SO SI 199. 324,I 11964 8466 S3 62S 287 S12 189242 96772 
1964 9 378 4720 S7 971 8 S10 31716 48330 2864 SI 601 327,8 12125 8SOS S3 991 290 039 191889 ff1791 
l96S 9464 4757 S8 619 8 SSI 32060 48778 2876 Sl988 331,S 12293 8 Sil S4 3SO 292 578 194303 98851 
1966 9S28 4797 S9148 8614 32427 49184 2884 52332 333,9 124SS 84'2 S4643 294838 196 S60 99 769 
1967 9 S81 4839 S9286 8716 32824 49S68 2900 Sl~7 m,o 12597 8486 S4 959 296 758 198 712 IGO 839 
1968 9619 4867 S9SOO 8 741 33 214 49915 2913 S2987 33S,9 12726 8• S'214 198 S28 280 106 IOI 999 
1969 9646 4893 60067 8773 33S40 SO 318 2926 S3 317 337,S 12173 BC SS 461 • 633 m 677 103 261 
1970 9 6Sl 4929 606Sl 8793 33849 som 29SO S3~1 339,2 13032 1432 SS 632 302 "2 205 cm 104 674 

1971 9673 4963 61284 8 831 34163 SI 251 2971 S40)5 342,4 131M 8312 5S 928 305-00S 'Jl11 '61 JOS 713 
1972 9709 4992 61672 8889 34471 SI 701 3024 S4400 346,6 13130 1364 .56097 386995 20919' 1071.56 
1'113 9739 S022 61976 8929 34783 52118 3073 S4779 3SO,, 13431 1368 S6 223 * 191 lU 909 ICll-660 
1974 9768 S04S 620S4 8962 3S 119 S2460 3124 SS 130 35S.I llS43 BC 5'6 236 310 2'19 213154 110168 
197S 9 79S S060 61829 9046 3S487 52699 3177 SS441 359,0 13661 87)7 56126 3H 516 21S ffl Ill S20 
1976 9811 S073 61 531 9167 3S 90IJ S2 90IJ 3228 SS701 360.8 13773 UG 56 2l6 312QO 218 035 112 710 
1m 9822 S088 61400 9309 36338 S314S 3272 SS930 361,4 13156 ,. 56190 313 756, 220 239 113 8IO 
1978 9830 S 104 61327 9430 36749 S3 376 3 314 S6127 362,1 13939 9 lOS '5'178 31041 222 SSS 114920 
1979 9837 S 117 613S9 9S48 37079 S3606 3368 S6292 363,0 ··- 9119 55 ,- 311 032 l2S OSS 11S BIO 
1980 9847 S 125 61~ 9642 37 3S6 S3880 3401 .56416 36C,4 141 .. ,. S6 330 317 36S m 757 11, aoo 

1981 98S3 S 122 61682 9730 37726 S4182 3443 S6503 56 iS2 318 .564 230 131 117 650 
1982 98S6 S 119 61638 9790 379SO S4480 3480 .56639 56 386 319 365 232 520 111450 
1983 98SS S 114 61423 9847 38142 S4728 3SOS S682S S6 347 330 022 234 '199 119 M 
1984 98SS S 112 6117S OOO 38311 S4947 3S29 sou '6461 3206!8 237011 12Hl8 
198S 98S8 S 114 61024 9934 38474 SS 170 3S40 S7121 .56 ,11 321 363 239 279 121 7JO 
1986 9862 S 121 61066 9964 38604 SS394 3 S41 S7221 S610 !22188 241625 12140 
1987 9870 S 127 61077 9984 38 716 SS630 3S42 S7 331 .,,. •• >Ota 1220,0 
1988 9879 5130 61449 10005 38809 SS884 3S38 S7 44J s, 065 m no • 307 122 610 
1989 9938 S 132 61990 10033 38888 S6161 3515 S7'2S ff 236 .325 et J48 762 123 120 
1990 9948 S 148 628S7 10046 38959 S6420 3527 S7(,37 s, 3M mm 250926 123 a 

1991 99S3 S 162 63618 10076 39044 S6680 3S4S 
1992 99S8 5171 64279 10106 39122 S6940 3 S'lO 

S-..: eu.-t.OECDud utlcal pablc,1-. 

214 





Table 3 

Unemployment rate 
( Percentage of cl.Uian labour force) 

B DIC D GR E F IRL L NL p UK EUR9 EUR12 USA J 

1960 3,1 1,6 1,0 0,7 4,7 7,2 0,1 0,7 1,6 2,5 5,4 1,7 

1961 2,5 1,2 0,7 0,6 4,3 6,6 0,1 0,5 1,4 2,2 6,5 1,5 
1962 2,0 1,1 0,6 0,7 4,2 5,5 0,1 0,5 1,9 2,0 5,4 1,3 
1963 1,5 1,5 0,7 0,7 4,5 5,1 0,2 0,6 2,3 2,1 5,5 1,3 
1964 1,5 0,9 0,6 1,4 0,6 4,3 5,2 0,0 0,5 1,6 1,9 5,0 1,1 

1964 1,4 1,2 0,5 4,6 2,8 1,2 5,2 4,0 0,0 0,5 2,5 1,4 1,6 1,9 5,2 1,2 
1965 1,6 0,9 0,4 4,8 2,6 1,5 5,0 5,0 0,0 0,6 2,5 1,2 1,8 2,0 4,5 1,2 
1966 1,7 1,1 0,5 5,0 2,2 1,6 5,1 5,4 0,0 0,8 2,5 1,1 1,9 2,0 3,8 1,3 
1967 2,4 1,0 1,4 5,4 3,0 2,1 5,5 5,0 0,0 1,7 2,5 2,0 2,5 2,6 3,8 1,3 
1968 2,8 1,0 1,0 5,6 3,0 2,6 5,8 5,3 0,0 1,5 2,6 2,1 2,6 2,7 3,6 1,2 
1969 2,2 0,9 0,6 5,2 2,5 2,3 5,5 5,3 0,0 1,1 2,6 2,0 2,3 2,4 3,5 1,1 
1970 1,8 0,6 0,5 4,2 2,6 2,4 6,3 5,1 0,0 1,0 2,6 2,2 2,3 2,4 4,9 1,2 

1964-70 2,0 1,0 0,7 5,0 2,7 2,0 5,5 5,0 0,0 1,0 2,5 1,7 2,1 2,3 4,2 1,2 

1971 1,7 0,9 0,6 3,1 3,4 2,7 6,0 5,1 0,0 1,3 2,5 2,7 2,5 2,6 6,0 1,2 
1972 2,2 0,8 0,8 2,1 2,9 2,8 6,7 6,0 0,0 2,3 2,5 3,1 2,9 2,8 5,6 1,4 
1973 2,2 0,7 0,8 2,0 2,6 2,7 6,2 5,9 0,0 2,4 2,6 2,2 2,7 2,6 4,9 1,3 
1974 2,3 2,8 1,8 2,1 3,1 2,8 5,8 5,0 0,0 2,9 1,7 2,0 2,8 2,8 5,6 1,4 
1975 4,2 3,9 3,3 2,3 4,5 4,0 7,9 5,5 0,0 5,5 4,4 3,2 4,0 4,0 8,5 1,9 
1976 5,5 5,1 3,3 1,9 4,9 4,4 9,8 6,2 0,0 5,8 6,2 4,8 4,7 4,7 7,7 2,0 
1977 6,3 5,9 3,2 1,7 5,3 4,9 9,7 6,7 0,0 5,6 7,3 5,1 5,0 5,1 7,1 2,0 
1978 6,8 6,7 3,1 1,8 7,1 5,1 9,0 6,7 1,2 5,6 7,9 5,0 5,1 5,3 6,1 2,3 
1979 7,0 4,8 2,7 1,9 8,8 5,8 7,8 7,2 2,4 5,7 7,9 4,6 5,0 5,4 5,8 2,2 
1980 7,4 5,2 2,7 2,7 11,6 6,2 8,0 7,1 2,4 6,4 7,6 5,6 5,4 6,0 7,1 2,0 

1971-80 4,6 3,7 2,2 2,2 5,4 4,1 7,7 6,1 0,6 4,4 5,1 3,8 4,0 4,1 6,4 1,8 

1981 9,5 8,3 3,9 4,0 14,4 7,3 10,8 7,4 2,4 8,9 7,3 8,9 7,1 7,7 7,6 2,2 
1982 11,2 8,9 5,6 5,8 16,3 8,0 12,5 8,0 2,4 11,9 7,2 10,3 8,3 9,0 9,7 2,4 
1983 .12,5 9,3 6,9 7,8 17,8 8,2 15,2 8,8 3,5 12,4 8,0 11,1 9,1 9,9 9,6 2,7 
1984 12,5 8,7 7,1 8,1 20,6 9,8 16,8 9,5 3,1 12,3 8,7 11,3 9,7 10,7 7,5 2,7 
1985 11,6 7,2 7,1 7,8 21,8 10,2 18,2 9,4 2,9 10,5 8,8 11,4 9,7 10,8 7,2 2,6 
1986 11,6 5,6 6,3 7,4 21,1 10,3 18,2 10,5 2,6 10,2 8,2 11,4 9,7 10,7 7,0 2,8 
1987 11,4 5,7 6,2 ;11 20,4 10,4 18,0 10,2 2,6 10,0 6,8 10,4 9,4 10,3 6,2 2,8 
1988 10,0 6,5 6,1 7,6 19,3 9,9 17,4 10,8 2,1 9,3 5,6 8,5 8,8 9,7 5,5 2,5 
1989 8,5 7,8 5,5 7,5 17,1 9,4 16,0 10,7 1,8 8,7 4,8 7,0 8,1 8,9 5,3 2,3 
1990 8,1 8,2 5,1 7,5 16,1 9,0 15,6 9,8 1,7 8,1 4,6 6,4 7,6 8,4 5,5 2,1 

1981-90 10,7 7,6 6,0 7,1 18,5 9,3 15,9 9,5 2,5 10,2 7,0 9,7 8,7 9,6 7,1 2,5 

1991 8,6 9,5 4,6 8,8 15,8 9,5 16,8 9,4 1,6 7,2 4,0 8,4 7,9 8,6 6,7 2,2 
1992 8,6 9,6 5,0 9,3 15,5 10,1 18,1 9,5 1,6 7,7 4,2 9,8 8,5 9,1 6,9 2,2 

Defrnltlmu: EC: Eurostat, from 1964 onwards: new definition. USA and Japan: OECD. 
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Table 4 

Gross domestic product at current market prices 
( National currency; Mrd) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1960 557,0 41,15 302,7 105 706 300,7 0,631 24 792 26,11 44,42 71,4 25;86 268,2 513,4 16011 

1961 592,4 45,66 331,7 119 804 328,0 0,680 27 573 26,12 46,90 76,9 27,42 292,1 531,8 19 336 
1962 633,7 51,45 360,8 126 929 366,2 0,736 30 979 27,50 50,49 81,8 28,82 319,4 572,2 21943 
1963 681,3 54,77 382,4 141 I 097 410,6 0,791 35 4 . 29,34 54,77 88,7 30,55 350,I 603,9 25 114 
1964 762,5 62,60 420,2 158 1 238 455,4 0,901 38 843 33,50 64,45 96,3 33,39 387,4 646,4 29 541 
1965 830,0 70,32 459,2 180 1441 490,3 0,959 41 796 35,10 71,98 107,5 35,96 422,8 701,4 32 866 
1966 892,1 77,18 488,2 200 I 667 530,7 1,010 45 286 36,88 78,38 117,8 38,28 456,9 768,3 38 170 
1967 955,4 84,81 494,4 216 I 872 573,3 1,104 49 884 37,12 85,99 131,6 40,30 487,4 812,4 44 730 
1968 1 022,3 94,36 533,3 235 2 099 623,1 1,245 54 071 40,61 95,35 145,7 43,67 530,4 887,7 52 976 
1969 1134,2 107,32 597,0 266 2 387 710,5 1,438 59 692 47,02 107,99 159,8 47,00 590,8 958,3 62 228 
1970 1 262,1 118,63 675,3 299 2 654 793,5 1,620 67 178 55,04 121,18 177,8 51,61 660,1 1 008,6 73 345 

1971 I 382,0 131,12 750,6 330 2 995 884,2 1,853 72 994 56,05 136,53 199,I 57,58 732,9 1 094,9 80 701 
1972 I 545,4 150,73 823,7 378 3 514 987,9 2,238 79 810 63,21 154,26 231,8 64,46 818,5 1203,1 92 395 
1973 I 755,0 172,86 917,3 484 4 237 1129,8 2,701 96 738 76,82 176,04 282,2 74,07 947,9 1 344,1 112 497 
1974 2 056,8 193,63 984,6 564 5 189 1 303,0 2,988 122 190 93,64 199,78 339,3 83,71 I 095,1 1455,2 134 244 
1975 2 271,1 216,26 I 026,9 672 6 091 1467,9 3,792 138 632 86,74 219,96 377,2 105,60 I 247,0 · I 582,4 148 328 
1976 2 578,9 251,21 I 121,7 825 7 329 I 700,6 4,653 174 869 99,81 251,93 468,9 125,03 1461,4 I 763,4 166 573 
1977 2 785,3 279,31 1197,8 964 9 298 I 917,8 5,703 214 398 102,56 274,93 625,8 145,74 I 683,6 I 966,0 185 622 
1978 2 987,5 311,38 1 285,3 I 161 11 376 2 182,6 6,757 253 536 112,22 297,01 787,3 168,15 1919,4 2 217,2 204 405 
1979 3 188,8 346,89 1 392,3 1429 13 305 2481,1 7,917 309 834 122,15 315,96 993,3 197,87 2 202,8 2 462,7 221 546 
1980 3 451,2 373,79 1478,9 I 711 15 379 2 808,3 9,361 387 669 132,93 336,74 1256,1 231,31 2 520,8 2 686,2 240 177 

1981 3 577,5 407,79 1 540,9 2 050 17 179 3 164,8 11,359 464 030 141,69 352,85 I 501,1 254,28 2 799,5 3 007,2 257 364 
1982 3 889,1 464,47 1 597,9 2 575 19 786 3 626,0 13,382 545 124 158,79 368,86 1850,4 278,17 3 121,7 3 118,6 269 628 
1983 4122) 512,54 1674,8 3 079 22 484 4 006,5 14,779 633 441 174,68 381,02 2 301,7 303,51 3 440,9 3 349,4 280 256 
1984 4429,3 565,28 1 755,8 3 806 25 392 4 361,9 16,407 727 225 193,67 400,25 2 815,7 324,26 3 762,6 3 717,8 297 947 
1985 4 738,3 615,07 I 830,5 4 618 28 201 4 700,1 17,691 812 751 205,26 418,18 3 523,9 355,04 4 088,8 3 962,2 316 303 
1986 4 984,3 666,50 I 931,4 5 498 32 324 5 069,3 18,737 897 281 223,33 428,61 4 420,4 381,94 4435,4 4176,1 330 025 
1987 5 214,1 699,91 2 003,8 6 228 36 125 5 320,8 20,041 978 858 230,53 430,17 5 174,7 419,94 4 749,9 4 452,9 343 422 
1988 5 548,5 735,52 2 110,7 7 502 40160 5 692,7 21,483 I 082 926 248,04 449,42 6 002,8 468,76 5 165,9 4 809,1 365 086 
1989 6 027,9 776,02 2 235,6 8 798 45 021 6 113,1 23,918 I 187 988 276,51 474,38 7 139,5 511,88 5 609,0 5 132,0 388 889 
1990 6 435,3 810,45 2 420,7 10 371 50 088 6 457,4 25,684 I 301 645 289,49 507,03 8 542,0 559,41 6 093,6 5 390,6 418 469 

1991 6 719,5 840,56 2 608,5 12 536 54 749 6 741,2 26,544 1411 472 307,87 537,20 9 978,1 585,31 6 513,3 5 589,2 445 598 
1992 7 108,1 885,04 2 785,9 14 378 59 685 7 092,8 28,020 I 515 048 329,32 558,51 11 304,8 625,62 6960,1 5 936,3 470 418 

Sources: see Table 1. 
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Table 5 

Gross domestic product at current market prices 
(ECU: Mrd) 

B DK D GR E F IRL L NL p ux EUR12 USA J 

1960 10,5 5,6 68,4 3,3 11,1 57,7 1,7 37,6 0,5 11,1 2,4 68,4 278,2 483,4 41,9 

1961 11,1 6,2 77,0 3,7 12,5 62,4 1,8 41,4 0,5 12,0 2,5 71,7 302,8 ·496,2 50,0 
1962 11,9 6,9 84,0 3,9 14,4 69,6 1,9 46,4 0,5 13,0 2,7 75,3 330,6 532,6 56,6 
1963 12,7 7,4 89,3 4,4 17,1 78,0 2,1 53,2 0,5 ·14,2 2,9 79,7 361,3 562,3 64,7 
1964 14,3 8,4 98,5 4,9 19,3 86,6 2,3 58,0 0,6 16,7 3,1 86,9 399,7 602,5 76,1 
1965 15,6 9,5 107,2 5,6 22,4 93,3 2,5 62,4 0,7 18,6 3,5 93,8 435,0 654,0 84,8 
1966 16,7 10,4 114,0 6,2 26,0 100,9 2,6 67,7 0,7 20,2 3,8 99,9 469,2 717,5 98,4 
1967 18,0 11,4 116,2 6,8 28,8 109,2 2,8 74,9 0,7 22,4 4,3 103,7 499,1 761,4 115,8 
1968 19,9 12,3 129,9 7,6 29,3 122,3 2,9 84,3 0,8 25,6 4,9 101,6 541,4 863,0 142,8 
1969 22,2 14,0 149,2 8,7 33,5 134,2 3,4 93,3 0,9 29,2 5,5 110,I 604,1 939,5 170,2 
1970 24,8 15,5 180,9 9,7 37,2 140,2 3,8 104,6 1,1 32,7 6,1 120,8 677,4 985,3 200,1 

1971 27,2 16,9 206,0 10,5 41,3 153,2 4,3 112,7 1,1 37,3 6,7 134,3 751,6 1 045,4 221,7 
1972 31,3 19,3 230,3 11,2 48,8 174,6 5,0 122,0 1,3 42,9 7,7 143,7 838,0 1072,6 271,7 
1973 36,7 23,3 280,4 13,3 59,2 206,7 5,4 135,0 1,6 51,4 9,3 147,7 969,9 1093,3 337,0 
1974 44,3 26,7 319,5 15,8 75,5 227,4 5,9 157,7 2,0 62,4 11,2 164,3 1112,7 1221,2 385,9 
1975 49,9 30,4 337,0 16,8 85,6 276,3 6,8 171,3 1,9 70,2 11,9 188,8 I 246,8 1 276,0 403,1 
1976 59,8 37,2 398,8 20,2 98,1 318,6 7,5 188,3 2,3 85,3 13,9 201,5 I 431,6 I 577,9 502,7 
1977 68,1 40,8 452,4 22,9 107,8 342,2 8,7 213,0 2,5 98,2 14,4 222,9 I 593,9 I 723,3 606,9 
1978 74,6 44,4 503,1 24,8 116,7 380,2 10,2 234,7 2,8 107,9 14,1 253,4 I 767,0 1 741,6 766,5 
1979 79,4 48,1 554,5 28,2 144,7 425,7 11,8 272,2 3,0 115,0 14,8 306,2 2 003,6 I 797,4 739,5 
1980 85,0 47,7 585,9 28,9 154,4 478,5 13,8 326,1 3,3 122,0 18,1 387,0 2 250,7 1932,1 764,6 

1981 86,6 51,5 612,9 33,3 167,3 524,0 16,4 367,5 3,4 127,1 21,9 460,5 2 472,5 2 697,4 1049,2 
1982 87,1 57,0 672,3 39,4 184,2 564,6 19,4 411,9 3,6 141,1 23,8 496,3 2 700,7 3 181,7 1107,3 
1983 90.7 63,0 737,7 39,4 176,5 592,1 20,7 469,4 3,8 150,2 23,5 517,0 2 884,0 3 762,6 1 326,5 
1984 97,5 69,4 784,6 43,1 200,7 634,8 22,6 526,5 4,3 158,6 24,3 548,9 3 115,2 4 719,7 1593,6 
1985 105,5 76,7 822,2 44,1 218,6 691,7 24,7 561,8 4,6 166,5 27,1 602,9 3 346,5 5 217,2 1 753,2 
1986 113,8 84,0 907,5 40,0 235,1 745,8 25,6 613,7 5,1 178,5 30,1 570,0 3 549,1 4 250,4 2000,2 
1987 121,2 88,8 967,3 39,9 254,0 767,9 25,8 655,0 5,4 184,3 31,8 596,0 3 737,4 3 860,2 2 062,0 
1988 127,8 92,5 1 017,5 44,8 291,8 809,1 27,7 704,4 5,7 192,5 35,3 705,6 4054,6 4 065,8 2410,1 
1989 139,0 96,4 1 080,0 49,2 345,3 870,4 30,8 786,4 6,4 203,2 41,2 760,7 4 408,8 4 658,4 2 561,2 
1990 151,7 103,2 I 179,7 51,5 387,0 934,0 33,5 855,3 6,8 219,3 47,2 783,6 4 752,8 4 240,5 2 278,8 

1991 159,1 106,3 1 271,1 55,7 426,4 966,4 34,6 921,4 7,3 232,3 56,0 836,3 5 073,0 4 556,6 2 696,9 
1992 168,6 111,9 1 360,5 59,3 462,3 1 016,1 36,6 989,5 7,8 242,1 64,2 889,3 5 408,2 4917,5 3 024,1 

Source,: sec Table I. 
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Table 6 

Gross domestic product at current market prices 
(PPS EUR 12; Mrd) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1960 8,4 5,2 62,7 3,1 17,7 46,4 1,7 41,7 0,5 13,1 3,1 64,7 268,2 328,9 50,4 

1961 9,1 5,7 67,7 3,5 20,4 50,5 1,8 46,6 0,5 13,9 3,4 68,9 292,1 348,8 58,3 
1962 10,0 6,3 74,1 3,8 23,3 56,3 1,9 51,7 0,5 15,1 3,8 72,7 319,4 383,5 66,3 
1963 10,9 6,7 79,8 4,3 26,6 62,2 2,1 57,2 0,5 16,4 4,2 79,2 350,1 419,3 75,4 
1964 12,2 7,6 89,1 4,9 29,5 69,1 2,3 61,5 0,6 18,6 4,7 87,3 387,4 464,3 88,1 
1965 13,2 8,3 98,3 5,6 32,8 75,7 2,5 66,4 0,7 20,5 5,3 93,6 422,8 514,3 97,5 
1966 14,2 8,9 105,2 6,2 36,5 82,8 2,6 73,2 0,7 21,9 5,7 99,1 456,9 562,1 112,1 
1967 15,2 9,5 · 108,3 6,7 39,3 89,4 2,8 80,9 0,7 23,7 6,4 104,5 487,4 592,8 128,4 
1968 16,4 10,2 118,1 7,4 43,3 96,3 3,1 89,0 0,8 26,1 7,2 112,4 530,4 638,1 149,8 
1969 18,3 11,4 133,4 8,6 49,6 108,3 3,5 99,3 0,9 29,2 7,8 120,5 590,8 689,7 177,0 
1970 20,8 12,4 149,7 9,9 55,1 122,2 3,8 111,6 1,0 32,9 9,0 131,6 660,1 735,5 209,2 

1971 23,2 13,7 165,8 11,4 62,0 137,8 4,3 122,0 1,1 36,9 10,3 144,4 732,9 817,2 234,8 
1972 26,2 15,4 185,1 13,3 71,8 153,6 4,9 134,2 1,2 40,8 11,9 160,1 818,5 919,7 272,6 
1973 30,3 17,4 211,4 15,6 84,3 176,6 5,6 156,8 1,5 46,6 14,5 187,3 947,9 1 051,2 320,8 
1974 35,7 19,6 240,2 17,0 100,7 205,7 6,6 187,4 1,9 55,0 16,6 208,7 1 095,1 1 183,0 359,2 
1975 40,4 22,4 271,9 20,7 116,4 235,8 8,0 209,9 1,8 63,2 18,3 238,3 1247,0 1 346,9 . 423,9 
1976 47,8 26,7 320,8 24,7 134,5 275,5 9,1 250,3 2,1 74,3 21,8 273,8 1461,4 1 580,7 497,1 
1977 53,7 30,3 369,6 28,6 155,0 319,2 11,0 289,6 2,3 85,1 25,8 313,5 1 683,6 1 847,4 585,7 
1978 61,0 34,0 420,1 33,7 173,8 364,6 13,0 331,8 2,6 96,3 29,3 359,1 1 919,4 2 145,8 680,2 
1979 69,1 39,0 485,2 38,7 192,5 417,2 14,8 389,9 3,0 109,4 34,3 409,6 2 202,8 2 426,7 793,5 
1980 81,4 43,9 555,6 44,5 220,1 477,8 17,3 459,1 3,4 124,6 40,6 452,6 2 520,8 2 739,0 936,1 

1981 89,4 48,2 617,1 49,4 243,5 536,1 19,8 514,0 3,8 137,3 45,7 495,3 2 799,5 3 106,0 1 078,1 
1982 100,3 55,0 677,9 54,8 272,5 606,4 22,4 570,1 4,2 149,6 51,6 556,9 3 121,7 3 345,9 1 225,8 
1983 109,2 61,1 746,2 59,7 300,8 662,9 24,2 625,3 4,7 164,5 55,9 626,4 3 440,9 3 771,0 1 371,3 
1984 119,2 68,1 819,8 65,5 327,2 718,8 27,0 688,3 5,2 181,3 58,6 683,6 3 762,6 4 317,9 I 538,7 
1985 127,4 75,4 . 86,8 71,7 355,l 776,2 29,4 749,2 5,7 197,3 63,9 750,9 4 088,8 4 752,5 1 709,0 
1986 136,5 82,5 958,3 76,7 387,0 839,4 30,9 811,2 6,4 212,5 70,2 823,7 4 435,4 5 178,3 1 849,0 
1987 145,3 86,1 1 014,5 79,5 425,4 891,0 33,6 870,2 6,7 222,9 77,0 897,7 4 749,9 5 580,9 2 009,8 
1988 158,9 90,5 1100,0 86,5 468,1 965,1 36,5 947,7 7,4 239,4 83,6 982,1 5 165,9 6100,5 2 221,6 
1989 173,5 96,2 1 193,8 93,5 515,6 1 051,2 40,6 1 027,4 8,4 261,6 92,6 1 054,5 5 609,0 6 589,5 2 449,4 
1990 190,1 103,8 1320,9 98,5 564,8 1142,0 45,3 1 106,8 8,8 287,3 101,8 1 123,4 6 093,6 7 027,3 2 733,1 

1991 203,2 111,5 1439,7 104,7 610,8 1220,4 48,4 1 181,2 9,6 310,1 109,6 1164,2 6 513,3 7 385,5 3 016,7 
1992 217,0 120,1 1 538,5 110,9 658,5 1 305,4 51,8 I 260,5 10,4 328,5 116,5 I 241,8 6 960,1 7 889,8 3 266,1 

Sources: see Table I. 
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Table 7 

Gross domestic product at current market prices 
( National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1961 6,4 11,0 9,6 12,8 13,9 9,1 7,7 11,2 0,0 5,6 7,6 6,0 8,9 3,6 20,8 
1962 7,0 12,7 8,8 6,2 15,6 11,7 8,3 12,4 5,3 7,7 6,4 5,1 9,3 7,6 13,5 
1963 7,5 6,4 6,0 11,7 18,0 12,1 7,5 14,5 6,7 8,5 8,5 6,0 9,6 5,5 14,5 
1964 11,9 14,3 9,9 12,3 12,9 10,9 13,8 9,5 14,2 17,7 8,5 9,3 10,7 7,0 17,6 
1965 8,8 12,3 9,3 13,8 16,4 7,6 6,5 7,6 4,8 11,7 11,7 7,7 9,1 8,5 11,3 
1966 7,5 9,8 6,3 11,2 15,7 8,3 5,4 8,4 5,1 8,9 9,6 6,5 8,1 9,5 16,1 
1967 7,1 9,9 1,3 8,1 12,3 8,0 9,2 10,2 0,6 9,7 11,8 5,3 6,7 5,7 17,2 
1968 7,0 11,3 7,9 8,5 12,1 8,7 12,8 8,4 9,4 10,9 10,7 8,4 8,8 9,3 18,4 
1969 10,9 13,7 11,9 13,6 13,7 14,0 15,5 10,4 15,8 13,3 9,7 7,6 11,4 8,0 17,5 · 
1970 11,3 10,5 13,1 12,2 11,2 11,7 12,6 12,5 17,1 12,2 11,3 9,8 11,7 5,2 17,9 

1961-70 8,5 11,2 8,4 11,0 14,2 10,2 9,9 10,'"s 7,7 10,6 9,5 7,2 9,4 7,0 16,4 

1971 9,5 10,5 11,1 10,5 12,9 11,4 14,4 8,7 1,8 12,7 12,0 11,6 11,0 8,6 10,0 
1972 11,8 15,0 9,8 14,4 17,3 11,7 20,7 9,3 12,8 13,0 16,4 12,0 11,7 9,9 14,5 
1973 13,6 14,7 11,4 28,2 20,6 14,4 20,7 21,2 21,5 14,1 21,7 14,9 15,8 11,7 21,8 
1974 17,2 12,0 7,3 16,5 22,5 . 15,3 10,6 26,3 21,9 13,5 20,2 13,0 15,5 8,3 19,3 
1975 10,4 11,7 4,3 19,1 17,4 12,7 26,9 13,5 -7,4 10,1 11,2 26,2 13,9 8,7 10,5 
1976 13,6 16,2 9,2 22,7 20,3 15,9 22,7 26,1 15,1 14,5 24,3 18,4 17,2 11,4 12,3 
1977 8,0 11,2 6,8 16,8 26,9 12,8 22,6 22,6 2,8 9,1 33,5 16,6 15,2 11,5 11,4 
1978 7,3 11,5 7,3 20,5 22,4 13,8 18,5 18,3 9,4 8,0 25,8 15,4 14,0 · 12,8 10,1 
1979 6,7 11,4 8,3 23,0 17,0 13,7 17,2 22,2 8,8 6,4 26,2 17,7 14,8 11,1 8,4 
1980 8,2 7,8 6,2 19,7 15,6 13,2 18,2 25,1 8,8 6,6 26,5 16,9 14,4 9,1 8,4 

1971-80 10,6 12,2 8,2 19,1 19,2 13,5 19,2 19,2 9,2 10,8 21,6 16,2 14,3 10,3 12,6 

1981 3,7 9,1 4,2 19,8 11,7 12,7 21,3 19,7 6,6 4,8 19,5 9,9 11,1 12,0 7,2 
1982 8,7 13,9 3,7 25,6 15,2 14,6 17,8 17,5 12,1 4,5 23,3 9,4 11,5 3,7 4,8 
1983 6,0 10,4 4,8 19,6 13,6 10,5 10,4 16,2 10,0 3,3 24,4 9,1 10,2 7,4 3,9 
1984 7,4 10,3 4,8 23,6 12,9 8,9 11,0 14,8 10,9 5,0 22,3 6,8 9,3 11,0 6,3 
1985 7,0 8,8 4,3 21,3 11,1 7,8 7,8 11,8 6,0 4,5 25,2 9,5 8,7 6,6 6,2 
1986 5,2 8,4 5,5 19,1 14,6 7,9 5,9 10,4 8,8 2,5 25,4 7,6 8,5 5,4 4,3 
1987 4,6 5,0 3,7 13,3 11,8 5,0 7,0 9,1 3,2 0,4· 17,1 9,9 7,1 6,6 4,1 
1988 6,4 5,1 5,3 20,5 11,2 7,0 7,2 10,6 7,6 4,5 16,0 11,6 8,8 8,0 6,3 
1989 8,6 5,5 5,9 17,3 12,1 7,4 11,3 9,7 11,5 5,6 18,9 9,2 8,6 6,7 6,5 
1990 6,8 4,4 8,3 17,9 11,3 5,6 7,4 9,6 4,7 6,9 19,6 9,3 8,6 5,0 7,6 

1981-90 6,4 8,0 5,1 19,7 12,5 8,7 10,6 12,9 8,1 4,2 21,1 9,2 9,2 7,2 5,7 

1991 4,4 3,7 7,8 20,9 9,3 4,4 3,3 8,4 6,3 6,0 16,8 4,6 6,9 3,7 6,5 
1992 5,8 5,3 6,8 · 14,7 9,0 5,2 5,6 7,3 7,0 4,0 13,3 6,9 6,9 6,2 5,6 

Sources: see Table I. 
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Table 8 

Gross domestic product at current market prices per head of population 
(ECU;EUR/2 = /00) 

B DK D GR E F IRL L NL p UK EURI2 USA J 

1960 115,4 123,2 123,8 39,8 36,3 126,9 59,1 75,2 158,0 97,0 28,0 131,1 100,0 268,7 44,7 

1961 112,4 124,5 127,7 40,9 37,7 125,8 58,7 76,3 143,6 96,4 27,7 126,4 100,0 251,5 49,0 
1962 110,7 128,6 127,3 39,9 40,0 127,5 58,5 78,7 138,2 95,2 27,3 121,7 100,0 245,9 50,9 
1963 109,0 125,5 123,8 41,0 43,2 129,8 57,6 82,6 134,5 94,2 27,1 118,2 100,0 236,4 53,2 
1964 110,5 129,7 123,3 41,9 44,1 130,1 59,4 81,5 138,9 99,7 26,6 116,8 100,0 227,8 56,4 
1965 110,8 134,1 . 123,0 44,0 47,1 128,6 58,5 80,7 133,8 102,0 27,6 116,0 100,0 226,4 57,7 
1966 110,4 136,7 121,1 45,4 50,3 128,9 57,4 81,3 130,3 102,0 28,3 114,8 100,0 229,4 62,0 
1967 111,8 139,8 116,6 46,1 52,1 131,0 58,2 84,6 124,3 105,6 30,1 112,1 100,0 227,8 68,3 . 
1968 114,I 138,8 120,3 47,9 48,6 135,1 54,8 87,7 129,8 110,9 32,0 101,5 100,0 237,1 77,2 
1969 114,4 142,3 123,6 49,4 49,7 132,7 57,3 87,1 135,6 112,9 32,2 98,8 100,0 230,7 82,0 
1970 115,0 140,1 133,3 49,5 49,1 123,4 57,4 87,1 142,7 112,2 32,2 97,0 100,0 214,7 85,4 

1971 114,1 138,2 136,4 48,3 49,1 121,3 58,9 84,7 130,7 114,8 32,6 97,5 100,0 204,3 85,1 
1972 118,1 141,9 136,8 46,3 51,8 123,7 60,4 82,2 135,3 117,8 33,5 93,8 100,0 187,2 92,9 
1973 119,9 147,6 144,0 47,4 54,2 126,3 55,8 78,5 145,9 121,7 35,5 83,6 100,0 164,3 98,8 
1974 126,6 147,5 143,6 49,1 59,9 120,9 52,3 79,8 158,6 128,5 36,9 81,4 100,0 159,2 97,7 
1975 127,2 150,0 136,2 46,5 60,3 131,0 53,3 77,2 132,6 128,4 34,1 83,9 100,0 147,6 90,3 
1976 133,1 160,1 141,5 48,2 59,7 131,5 50,7 73,8 140,1 135,3 33,9 78,3 100,0 158,0 97,3 
1977 136,6 157,8 145,0 48,5 58,4 126,7 52,5 75,0 136,7 139,5 31,3 78,1 100,0 154,0 104,9 
1978 135,2 154,9 146,2 46,9 56,6 126,9 54,7 74,5 137,9 137,9 27,6 80,4 100,0 139,4 118,8 
1979 127,3 148,4 . 142,6 46,5 61,5 125,3 55,4 76,3 132,2 129,2 25,5 85,9 100,0 126,0 100,7 
1980 121,7 131,4 134,2 42,3 58,3 125,2 57,4 81,5 126,7 121,6 27,4 96,9 100,0 119,6 92,3 

1981 113,3 129,5 128,0 44,1 57,1 124,6 61,5 83,8 121,0 115,0 30,2 105,3 100,0 151,0 114,9 
1982 104,5 131,6 129,0 47,6 57,4 122,5 65,9 86,0 115,0 116,6 29,9 104,2 100,0 161,8 110,5 
1983 102,2 136,8 133,3 44,4 51,3 120,0 65,5 91,7 116,7 116,0 27,4 101,8 100,0 177,8 123,4 
1984 101,8 139,7 132,0 44,8 53,9 118,9 65,9 95,1 119,9 113,2 26,2 100,1 100,0 205,0 136,7 
1985 102,8 144,1 129,4 42,6 54,6 120,4 67,I 94,4 119,7 110,4 27,0 102,3 100,0 209,4 139,4 
1986 104,7 148,9 134,9 36,5 55,3 122,2 65,6 97,4 125,7 111,2 28,1 91,2 100,0 159,7 149,5 
1987 106,1 149,7 136,9 34,5 56,7 119,3 63,1 98,7 124,9 108,6 28,2 90,5 100,0 136,8 146,0 
1988 103,4 144,1 132,4 35,8 60,1 115,7 62,6 98,0 122,3 104,3 28,9 98,8 100,0 132,0 157,1 
1989 103,2 138,7 128,6 36,2 65,5 114,4 64,7 100,9 124,9 101,0 31,0 98,1 100,0 138,2 153,6 
1990 104,9 137,9 129,2 35,3 68,4 113,9 65,3 102,1 124,5 100,9 33,1 94,0 100,0 116,3 126,8 

1991 103,5 133,5 129,5 35,8 70,8 110,5 63,2 103,3 125,1 99,9 37,0 94,1 100,0 116,7 140,8 
1992 103,4 132,1 129,2 .35,8 72,2 109,0 62,6 104,2 126,2 97,4 · 39,9 94,1 100,0 117,7 148,1 

Sourus: see Table I. 
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Table 9 

Gross domestic product at current market prices per bead of population 
/PPSEUR/l;EUR/1 = /00) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1960 95,4 118,3 117,9 38,6 60,3 105,8 60,8 86,5 158,5 118,6 38,7 128,6 100,0 189,6 55,8 

1961 95,4 119,6 116,4 40,7 63,8 105,7 61,3 89,0 150,5 115,4 39,0 125,9 100,0 183,3 59,2 
1962 96,5 121,0 116,2 39,6 66,7 106,8 60,8 90,6 141,5 114,1 40,2 121,6 100,0 183,3 61,7 
1963 96,5 116,6 114,2 42,0 69,5 106,7 61,1 91,7 138,1 112,6 40,8 121,2 100,0 182,0 64,0 
1964 97,5 120,6 115,0 43,2 69,6 107,0 60,2 89,2 140,9 114,8 41,5 121,0 100,0 181,1 67,4 
1965 96,7 120,9 116,0 45,5 70,8 107,4 59,0 88,4 136,3 115,2 43,2 119,1 100,0 183,2 68,2 
1966 96,1 119,5 114,7 46,4 72,7 108,7 57,6 90,2 132,8 113,2 43,6 117,0 100,0 184,5 72,5 
1967 96,5 119,1 111,2 47,I 72,8 109,8 59,0 93,5 132,0 114,6 45,8 115,8 100,0 181,6 77,5 
1968 95,7 117,7 111,8 47,8 73,4 108,6 60,7 94,6 132,4 115,4 47,7 114,6 100,0 178,9 82,7 
1969 96,7 118,2 113,0 49,8 75,3 109,5 60,8 94,7 140,4 115,3 47,0 110,6 100,0 173,2 87,2 
1970 98,9 115,2 113,2 51,6 74,7 110,4 59,5 95,4 141,4 115,8 48,9 108,5 100,0 164,5 91,7 

1971 99,9 114,7 112,6 53,7 75,6 111,9 59,6 94,0 130,8 116,4 51,2 107,5 100,0 163,8 92,4 
1972 101,1 115,9 112,6 56,1 78,1 111,4 60,3 92,5 133,6 114,9 53,5 107,0 100,0 164,3 95,4 
1973 101,2 113,1 111,1 56,8 79,0 110,4 58,9 93,3 141,9 113,1 56,4 108,5 100,0 161,6 96,2 
1974 103,5 110,0 109,7 53,7 81,2 111,1 59,5 96,3 152,8 115,0 55,4 105,2 100,0 156,7 92,4 
1975 103,1 110,5 109,9 57,3 81,9 111,8 62,7 94,6 126,7 115,5 52,2 105,9 100,0 155,8 95,0 
1976 104,2 112,4 111,5 57,6 80,1 111,4 60,0 96,1 125,7 115,4 52,3 104,2 100,0 155,1 94,3 
1977 101,9 111,0 112,2 57,2 79,5 111,9 62,4 96,5 119,1 114,4 53,1 104,0 100,0 156,3 95,8 
1978 101,8 109,3 112,4 58,6 77,6 112,1 64,3 97,0 119,4 113,4 52,8 104,9 100,0 158,1 97,1 
1979 100,8 109,4 113,5 58,2 74,5 111,7 63,2 99,4 118,6 111,8 53,6 104,5 100,0 154,7 98,2 
1980 104,1 107,8 113,6 58,1 74,2 111,6 64,0 102,5 118,5 110,9 55,0 101,I 100,0 151,4 100,9 

1981 103,2 107,2 113,8 57,8 73,4 112,6 65,4 103,5 117,1 109,7 55,6 100,0 100,0 153,6 104,3 
1982 104,1 109,8 112,5 57,3 73,5 113,9 65,8 103,0 118,7 106,9 56,0 101,2 100,0 147,2 105,9 
1983 103,0 111,1 113,0 56,4 73,4 112,6 64,3 102,3 118,3 106,5 54,7 103,4 100,0 149,4 106,9 
1984 103,0 113,6 114,2 56,4 72,8 111,5 65,2 102,9 120,7 107,1 52,1 103,2 100,0 155,2 109,3 
1985 101,6 115,8 114,2 56,7 72,5 110,6 65,2 103,1 122,4 107,0 52,0 104,2 100,0 156,1 111,2 
1986 100,6 117,0 114,0 55,9 72,8 110,1 63,4 103,0 126,2 106,0 52,5 105,4 100,0 155,7 110,6 
1987 100,1 114,2 112,9 54,2 74,7 108,9 64,5 103,2 123,1 103,4 53,6 107,2 100,0 155,6 111,9 
1988 100,9 110,7 112,3 54,3 75,7 108,4 64,7 103,5 124,4 101,7 53,7 108,0 100,0 155,4 113,7 
1989 101,3 108,8 111,7 54,1 76,9 108,6 67,0 103,6 129,7 102,2 54,9 106,9 100,0 153,7 115,4 
1990 102,6 108,2 112,8 52,6 77,8 108,6 69,0 103,1 125,6 103,1 55,7 105,1 100,0 150,3 118,7 

1991 103,0 109,0 114,2 52,5 79,0 108,7 68,9 103,1 127,8 103,9 56,3 102,1 100,0 147,3 122,6 
1992 103,4 110,2 113,6 52,1 79,9 108,8 68,9 103,2 130,0 102,7 56,3 102,1 100,0 146,8 124,3 

Sources: see Table I. 
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Table 10 

Gross domestic product at constant market prices 
( National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1961 5,0 6,4 4,6 11,1 11,8 5,5 5,0 8,2 4,4 3,1 5,2 3,3 5,5 2,8 12,0 
1962 5,2 5,1 4,7 1,5 9,3 6,7 3,2 6,2 1,4 4,0 6,6 1,0 4,7 5,3 8,9 
1963 4,4 0,6 2,8 10,1 8,8 5,3 4,7 5,6 2,6 3,6 5,9 3,8 4,5 4,3 8,5 
1964 7,0 9,3 6,7 8,3 6,2 6,3 3,8 2,8 1,5 8,3 7,3 5,4 5,8 5,9 11,7 
1965 3,6 4,6 5,5 9,4 6,3 4,8 1,9 3,3 1,7 5,2 7,6 2,5 4,4 5,9 5,8 
1966 3,2 2,7 2,9 6,1 7,1 5,2 0,9 6,0 1,7 2,7 3,9 1,9 3,9 5,1 10,6 
1967 3,9 3,4 -0,1 5,5 4,3 4,7 5,8 7,2 1,6 5,3 8,1 2,3 3,5 2,3 11,1 
1968 4,2 4,0 5,6 6,7 6,8 4,3 8,2 6,5 4,2 6,4 9,2 4,1 5,3 4,2 12,9 
1969 6,6 6,3 7,5 9,9 8,9 7,0 5,9 6,1 8,9 6,4 3,4 2,1 6,0 2,9 12,5 · 
1970 6,4 2,0 5,1 8,0 4,1 5,1 2,7 5,3 2,2 5,1 7,6 2,3 4,7 -0,1 10,7 

1961-70 4,9 4,5 4,5 7,6 7,3 5,5 4,2 5,1 3,6 5,1 6,4 2,9 4,8 3,8 10,5 

1971 3,7 2,7 2,9 7,1 4,6 4,8 3,5 1,6 2,7 4,2 6,6 2,0 3,2 3,2 4,3 
1972 5,3 5,3 4,2 8,9 8,0 4,1 6,5 2,7 6,6 3,3 8,0 3,5 4,3 5,1 8,4 
1973 5,9 3,6 4,7 7,3 1,1 5,4 4,7 7,1 8,3 4,7 11,2 7,3 6,2 4,8 7,9 
1974 4,1 -0,9 0,3 -3,6 5,3 2,7 4,3 5,4 4,2 4,0 1,1 -1,7 1,9 -0,7 -1,2 
1975 -1,5 -0,7 -1,6 6,1 0,5 -0,3 5,1 -2,7 -6,6 -0,1 -4,3 -0,8 -1,0 -1,0 2,6 
1976 5,6 6,5 5,4 6,4 3,3 4,4 1,4 6,6 2,5 5,1 6,9 2,7 4,7 4,9 4,8 
1977 0,5 1,6 3,0 3,4 3,0 3,5 8,2 3,4 1,6 2,3 5,5 2,3 3,0 4,4 5,3 
1978 2,7 1,5 2,9 6,7 1,4 3,4 7,2 3,7 4,1 2,5 2,8 3,7 3,2 5,1 5,1 
1979 2,1 3,5 4,2 3,7 -0,1 3,2 3,1 6,0 2,3 2,4 5,6 2,8 3,5 2,0 5,2 
1980 4,3 -0,4 1,4 1,8 1,2 1,4 3,1 4,2 0,8 0,9 4,6 -2,2 1,3 -0,1 4,4 

1971-80 3,2 2,2 2,7 4,7 3,5 3,2 4,7 3,8 2,6 2,9 4,7 1,9 3,0 2,7 4,6 

1981 -1,0 -0,9 0,2 0,1 -0,2 1,2 3,3 1,0 -0,6 -0,6 1,6 -1,3 0,2 2,3 3,9 
1982 1,5 3,0 -0,6 0,4 1,2 2,3 2,3 0,3 1,1 -1,4 2,1 1,7 0,9 -2,6 2,8 
1983 0,4 2,5 1,5 0,4 1,8 0,8 -0,2 1,1 3,0 1,4 -0,2 3,7 1,6 3,9 3,2 
1984 2,1 4,4 2,8 2,8 1,8 1,5 4,4 3,0 6,2 3,1 -1,9 2,1 2,3 7,2 5,0 
1985 0,8 4,3 2,0 3,1 2,3 1,8 2,5 2,6 2,9 2,6 2,8 3,6 2,5 3,8 4,7 
1986 1,5 3,6 2,3 1,4 3,2 2,4 -0,4 2,5 4,3 2,0 4,1 3,9 2,7 3,2 2,5 
1987 2,2 0,3 1,7 -0,5 5,6 2,0 4,4 3,0 3,4 0,8 5,3 4,7 2,9 3,5 4,4 
1988 4,6 0,5 3,7 4,1 5,2 3,6 3,9 4,2 5,5 2,7 3,9 4,6 4,0 4,5 5,1 
1989 3,9 1,2 3,3 2,8 4,8 3,6 5,9 3,2 6,1 4,0 5,4 2,2 3,3 2,8 4,9 
1990 3,7 2,1 4,7 -0,3 3,7 2,8 5,7 2,0 2,3 3,9 4,0 0,8 2,8 0,9 5,6 

1981-90 2,0 2,1 2,1 1,4 2,9 2,2 3,1 2,3 3,4 1,8 2,7 2,6 2,3 2,9 4,3 

1991 1,3 1,8 3,3 0,7 2,5 1,3 1,3 1,1 3,0 2,3 2,0 -1,8 1,3 -0,4 4,6 

1992 2,1 3,0 2,2 1,2 3,1 2,3 2,3 2,0 3,4 1,3 1,7 2,0 2,2 2,1 3,5 

Sourfes: see Table I. 
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Table 11 

Industrial production 
( Annual percentage change) 

B DK D GR E F IRL L NL p UK EURI2 USA J 

1961 6,1 5,1 6,2 5,6 8,7 10,9 2,9 3,8 0,3 -0,4 0,7 19,6 
1962 5,8 8,9 8,4 10,1 5,1 7,0 9,6 -4,2 3,5 1,0 5,1 8,4 8,5 
1963 7,4 1,2 3,6 10,7 12,0 7,0 5,9 8,8 0,9 5,0 3,3 6,1 5,9 11,2 
1964 6,5 11,5 7,6 10,9 11,0 6,2 7,7 1,2 9,1 9,8 8,2 6,7 6,6 15,8 
1965 2,5 6,6 5,2 8,4 14,4 1,8 4,3 4,6 0,9 4,3 2,8 4,6 10,0 3,8 
1966 2,1 2,9 1,4 16,1 15,1 5,6 2,7 11,4 -3,2 4,2 1,6 5,1 8,8 13,5 
1967 1,7 4,0 -2,5 4,3 6,1 2,3 8,3 8,2 -0,6 2,9 0,7 2,2 2,2 19,3 
1968 5,6 7,4 9,7 7,8 7,3 3,7 10,3 6,5 6,0 9,1 7,6 6,4 5,6 15,4 
1969 9,7 12,3 12,6 11,8 15,6 10,4 7,1 3,7 12,8 10,9 7,9 3,5 8,8 4,7 15,9 
1970 3,1 2,6 6,1 10,6 10,2 5,2 4,4 6,4 0,5 8,7 6,4 0,5 5,3 -3,4 13,9 

1961-70 5,0 6,2 5,7 5,3 6,6 7,1 2,4 6,2 2,9 5,0 4,9 13,6 

1971 1,8 2,3 1,4 11,2 3,2 4,8 3,8 -0,5 -1,1 5,5 7,8 -0,6 1,9 1,4 2,5 
1972 7,5 4,4 4,4 14,2 15,8 6,8 4,2 5,0 4,2 5,2 13,0 1,8 5,6 9,7 7,3 
1973 6,0 3,3 7,1 15,2 15,2 6,7 9,8 9,7 11,9 7,6 11,9 9,0 8,7 8,2 15,0 
1974 4,1 -0,7 -1,1 -1,4 9,3 2,3 3,0 3,9 3,5 4,7 2,8 -2,0 1,4 -1,5 -3,9 
1975 -9,9 -6,0 -6,2 4,3 -6,6 -7,4 -6,0 -8,8 -21,8 -5,1 -4,9 -5,4 -6,6 -8,8 -11,1 
1976 7,7 9,7 7,4 10,5 5,1 8,6 8,5 11,6 3,8 7,6 3,3 3,3 7,3 9,3 11,1 
1977 0,6 0,8 . 2,1 1,6 5,2 2,0 8,0 0,0 0,5 0,4 13,1 5,1 2,6 8,0 4,1 
1978 2,4 2,2 2,9 7,5 2,4 2,3 8,0 2,1 3,1 0,8 6,9 2,9 2,7 5,7 6,4 
1979 4,5 3,7 4,9 5,9 0,7 4,1 7,7 6,7 3,4 3,2 7,2 3,8 4,4 3,8 7,3 
1980 -1,3 0,2 0,5 0,9 1,3 1,0 -0,6 5,1 -3,4 -1,0 5,4 -6,5 0,2 -1,9 4,7 

1971-80 2,2 1,9 2,3 6,9 5,0 3,0 4,5 3,3 0,0 2,8 6,5 1,0 2,7 3,2 4,1 

1981 -2,7 0,0 -1,8 0,9 -1,0 -1,4 5,4 -2,2 -5,6 -1,2 0,6 -3,2 -1,9 1,9 0,9 
1982 0,0 2,7 -3,0 J,I -1,1 -0,3 -0,7 -3,1 0,9 -3,7 4,6 2,0 -1,2 -4,5 0,4 
1983 1,9 3,2 0,8 0,0 2,7 -0,I 7,8 -2,4 5,4 2,9 1,6 3,6 0,9 3,7 3,3 
1984 2,5 9,7 3,3 1,6 0,8 0,4 9,9 3,2 13,3 4,6 -0,1 0,1 2,0 9,3 9,3 
1985 2,5 4,3 4,9 3,4 2,0 0,5 3,4 1,4 6,8 4,1 10,9 5,5 3,3 1,7 3,6 
1986 0,8 6,5 2,4 -0,2 3,1 0,9 2,2 4,1 2,1 0,2 5,7 2,4 2,3 0,9 -0,2 
1987 2,2 -3,5 0,3 -1,7 4,6 1,9 8,8 2,6 -0,9 0,9 2,5 3,3 2,1 5,0 3,5 
1988 5,7 1,9 3,7 5,7 3,1 4,6 10,7 6,9 8,7 0,2 6,1 3,6 4,3 5,5 9,2 
1989 3,5 2,3 5,3 1,5 4,5 4,1 11,6 3,9 ' 7,8 5,0 4,9 0,4 3,8 2,5 6,1 
1990 4,1 0,6 5,2 -1,9 -0,1 1,3 4,7 -0,8 -0,5 2,6 4,8 -0,7 1,5 1,0 4,8 

1981-90 2,0 2,7 2,1 1,0 1,8 1,2 6,3 1,3 3,7 1,5 4,1 1,7 1,7 2,6 4,0 

1991 0,7 2,2 3,5 -3,0 -0,5 0,1 3,5 -1,5 0,8 1,2 1,7 -2,1 0,3 -1,6 2,6 
1992 2,4 4,6 2,3 2,0 1,0 2,5 4,2 2,5 2,8 1,0 2,0 3,3 2,4 2,4 2,6 

Coverage: construction excluded. 

Source: Eurostat. 
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Table 12 

Private consumption at current prices 

(ECU;Mrd} 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1960 7,3 3,5 40,6 2,7 7,5 34,5 1,3 22,4 0,3 6,5 1,7 45,1 173,3 309,0 24,6 

1961 7,5 3,8 45,8 2,8 8,4 37,4 1,3 24,3 0,3 7,2 1,8 46,9 187,6 316,1 28,5 
1962 7,9 4,3 50,0 3,0 9,6 41,7 1,4 27,4 0,3 7,9 1,9 49,7 205,0 334,9 32,6 
1963 8,5 4,5 53,2 3,2 11,5 47,2 1,5 32,0 0,3 8,8 2,0 52,8 225,6 353,3 38,1 
1964 9,2 5,1 57,6 3,6 12,8 51,6 1,7 34,5 0,4 9,9 2,1 56,3 244,8 379,5 43,8 
1965 10,0 5,6 63,4 4,1 15,0 55,0 1,8 36,9 0,4 11,1 2,4 60,1 265,8 408,8 49,6 
1966 10,7 6,2 68,1 4,5 17,3 59,5 1,9 40,8 0,4 12,0 2,6 63,6 287,5 443,2 57,1 
1967 11,3 6,8 70,7 4,9 19,1 64,5 2,0 45,4 0,4 13,1 2,8 65,9 306,9 469,4 65,7 
1968 12,7 7,2 78,0 5,5 19,3 72,6 2,1 50,3 0,5 14,8 3,4 64,1 330,4 534,5 78,1 
1969 13,8 8,0 88,2 6,0 21,5 79,2 2,4 55,3 0,5 17,I 3,8 68,5 364,3 582,8 91,1 
1970 14,9 8,9 105,6 6,7 23,8 81,2 2,6 62,3 0,5 19,1 4,0 74,6 404,3 621,1 104,6 

1971 16,4 9,4 120,9 7,1 26,5 88,5 2,9 67,4 0,6 21,6 4,6 83,4 449,6 657,3 118,8 
1972 18,8 10,3 136,7 7,4 31,1 100,8 3,2 73,3 0,7 24,6 4,9 90,2 502,1 672,7 146,8 
1973 22,2 12,7 164,9 8,4 37,6 118,0 3,5 81,6 0,8 29,I 6,0 92,3 577,2 678,1 180,7 
1974 26,5 14,5 190,5 10,7 48,5 130,8 4,0 95,0 0,9 35,4 8,1 104,8 669,9 765,1 209,6 
1975 30,5 16,8 212,5 11,4 55,0 162,3 4,3 106,2 1,1 41,2 9,2 117,5 768,1 811,0 230,3 
1976 36,4 21,0 249,1 13,3 64,4 186,2 4,8 114,6 1,3 50,1 10,4 123,2 875,0 1 004,8 . 289,1 
1977 42,2 23,2 285,1 15,1 70,1 199,3 5,6 128,4 1,5 58,7 10,3 133,6 973,0 I 095,7 350,1 
1978 45,9 24,9 315,6 16,2 74,6 220,2 6,5 139,7 1,6 65,1 9,6 151,7 I 071,5 I 094,0 442,2 
1979 49,9 27,2 345,8 17,8 93,2 247,4 7,7 162,6 1,8 70,0 10,0 184,7 I 218,1 I 134,7 434,2 
1980 53,5 26,7 369,3 18,7 100,9 281,7 9,1 199,0 1,9 74,5 12,2 232,3 I 379,8 I 238,0 449,9 

. 1981 56,5 28,8 392,6 22,4 111,3 315,8 10,8 224,9 2,1 76,8 15,3 279,9 I 537,3 I 713,0 609,0 
1982 57,1 31,4 428,9 26,6 122,0 342,7 11,6 253,5 2,1 84,8 16,6 302,6 I 679,8 2 087,7 655,5 
1983 59,1 34,4 470,8 26,3 115,9 359,9 12,3 287,4 2,3 90,6 16,3 316,6 I 792,0 2 498,0 794,2 
1984 63,2 37,8 498,7 27,8 129,0 385,9 13,3 321,4 2,5 93,8 17,2 335,7 1926,3 3 075,0 941,3 
1985 69,1 42,1 519,7 28,9 140,2 422,5 14,7 345,4 2,7 98,7 18,4 367,5 2 069,7 3 444,3 I 024,1 
1986 73,0 46,2 560,7 27,1 148,7 450,6 15,2 377,5 2,9 106,7 19,6 358,6 2 186,6 2 826,5 1160,6 
1987 78,0 47,9 598,8 27,7 160,8 468,3 15,2 404,9 3,1 113,1 20,5 374,7 2 313,1 2 583,3 1196,6 
1988 80,7 49,4 623,8 30,5 182,8 488,5 16,0 432,5 3,3 115,2 23,0 446,9 2 492,6 2 716,5 I 382,1 
1989 86,8 50,9 651,7 34,1 217,1 521,9 17,4 485,2 3,5 120,5 26,2 485,4 2 700,8 3 109,0 1451,0 
1990 94,2 54,0 706,1 37,1 241,5 562,8 18,6 525,5 3,9 129,5 29,9 501,1 2 904,3 2 856,1 I 277,7 

1991 99,0 55,6 751,3 39,4 265,7 583,6 19,5 567,7 4,2 137,0 35,8 540,0 3 098,7 3 098,8 I 500,7 
1992 104,8 58,4 800,4 42,2 288,2 610,2 20,6 612,5 4,5 143,4 41,2 569,8 3 296,3 3 350,5 I 699,3 

Sources: see Table I. 
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Table 13 

Private consumption at current prices 
( PPS EUR 12; Mrd) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1960 5,8 3,2 37,3 2,5 11,9 27,7 1,3 24,9 0,3 7,6 2,3 42,7 167,4 210,2 29,6 

1961 6,2 3,5 40,3 2,7 13,7 30,3 1,3 27,3 0,3 8,3 2,5 45,1 181,5 222,2 33,3 
1962 6,6 3,9 44,1 2,9 15,5 33,8 1,4 30,4 . 0,3 9,1 2,6 48,0 198,6 241,1 38,2 
1963 7,3 4,1 47,6 3,2 17,9 37,6 1,6 34,4 0,3 10,1 2,9 52,5 219,6 263,5 44,3 
1964 7,8 4,6 52,1 3,6 19,6 41,1 1,7 36,6 0,3 11,0 3,2 56,6 238,3 292,4 50,8 
1965 8,5 4,9 58,1 4,1 22,0 44,7 1,8 39,3 0,4 12,2 3,6 59,9 259,4 321,5 57,1 
1966 9,1 5,3 62,8 4,5 24,3 48,8 1,8 44,1 0,4 13,0 3,9 63,1 281,0 347,2 65,0 
1967 9,6 5,7 65,8 4,9 26,1 52,8 2,0 49,0 0,4 13,9 4,2 66,4 300,8 365,4 72,9 · 
1968 10,4 6,0 71,0 5,3 28,6 57,1 2,2 53,1 0,5 15,1 4,9 70,9 325,2 395,2 81,9 
1969 11,4 6,5 78,9 5,9 31,8 64,0 2,4 58,8 0,5 17,1 5,4 75,0 357,7 427,8 94,7 
1970 12,5 7,1 87,4 6,8 35,3 70,8 2,6 66,4 0,5 19,2 5,9 81,3 395,9 463,7 109,3 

1971 14,0 7,6 97,3 7,7 39,9 79,6 2,9 73,0 0,6 21,3 7,0 89,7 440,7 513,8 125,8 
1972 15,8 8,2 109,8 8,7 45,8 88,7 3,2 80,6 0,7 23,4 7,7 100,5 493,1 576,8 147,2 
1973 18.,3 9,5 124,3 9,9 53,6 100,8 3,6 94,8 0,7 26,5 9,4 117,1 568,5 652,0 172,0 
1974 21,4 10,6 143,2 11,5 64,6 118,3 4,5 113,0 0,9 31,2 12,1 133,2 664,5 741,2 195,1 
1975 24,8 12,4 171,5 14,0 74,9 138,5 5,1 130,1 1,1 37,0 14,1 148,3 771,7 856,1 242,2 
1976 29,1 15,1 200,4 16,2 88,4 161,0 5,8 152,3 1,2 43,7 16,4 167,4 896,9 1 006,5 285,8 
1977 33,3 17,2 232,9 18,8 100,8 185,9 7,0 174,5 1,4 50,9 18,6 187,9 I 029,2 1174,6 337,8 
1978 37,5 19,1 263,5 21,9 111,0 211,2 8,3 197,4 1,5 58,1 19,9 214,9 1164,5 I 347,9 392,4 
1979 43,4 22,0 302,6 24,5 124,1 242,5 9,i 232,9 1,7 66,6 23,2 247,1 I 340,3 I 531,9 465,9 
1980 51,2 24,5 350,2 28,7 143,8 281,3 11,4 280,2 2,0 76,1 27,3 271,7 I 548,5 I 755,1 550,8 

1981 58,3 27,0 395,3 33,3 161,9 323,1 13,1 314,6 2,3 83,0 31,8 301,0 1 744,7 I 972,5 625,7 
1982 65,8 30,2 432,5 36,9 180,4 368,1 13,4 350,8 2,6 90,0 35,9 339,5 I 946,1 2 195,5 725,6 
1983 71,2 33,4 476,3 39,8 197,5 403,0 14,4 382,8 2,8 99,2 38,7 383,7 2142,8 2 503,6 821,1 
1984 77,3 37,1 521,1 42,4 210,3 436,9 15,9 420,2 3,0 107,2 41,4 418,1 2 330,9 2 813,2 908,9 
1985 83,5 41,3 560,5 47,0 227,7 474,1 17,4 460,5 3,4 116,9 43,4 457,7 2 533,3 3 137,5 998,3 
1986 87,5 45,4 592,1 51,9 244,7 507,1 18,4 498,9 3,6 127,0 45,7 518,3 2 740,7 3 443,6 I 072,9 
1987 93,6 46,5 628,0 55,3 269,2 543,4 19,7 537,9 3,9 136,8 49,6 564,4 2 948,4 3 734,8 1166,3 
1988 100,4 48,4 674,4 59,0 293,2 582,7 21,0 581,9 4 -

' 
143,2 54,5 622,0 3 185,1 4 075,9 1 274,0 

1989 108,4 50,8 720,3 64,8 324,3 630,3 22,9 633,9 4,7 155,2 59,0 672,9 3 447,5 4 397,9 I 387,7 
1990 118,1 54,3 790,7 70,9 352,5 688,1 25,1 680,1 5,0 169,6 64,6 718,5 3 737,5 4 733,1 1 532,4 

1991 126,4 58,3 850,9 74,0 380,5 736,9 27,3 727,8 5,5 182,9 70,0 751,8 3 992,3 5 022,7 1 678,7 
1992 134,9 62,7 905,1 78,8 410,6 784,0 29,2 780,2 6,0 194,7 74,9 795,6 4 256,6 5 375,6 I 835,2 

Sources: see Table I. 
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Table 14 

Private consumption at current prices 
( Percentage of GDP at market prices) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1960 69,2 62,0 59,4 80,3 67,5 59,7 76,6 59,7 54,0 58,5 73,I 66,0 62,4 63,9 58,7 

1961 67,9 62,1 59,5 76,8 66,9 60,0 75,0 58,6 56,9 59,7 73,6 65,4 62,1 63,7 57,0 
1962 66,6 61,9 59,5 76,4 66,4 60,0 74,7 58,9 56,9 60,3 69,7 66,0 62,2 62,9 57,7 
1963 67,1 61,4 59,6 74,3 67,5 60,5 74,1 60,2 57,5 61,8 69,4 66,3 62,7 62,8 58,8 
1964 64,1 60,3 58,4 73,6 66,5 59,5 72,6 59,6 56,7 59,4 68,2 64,8 61,5 63,0 57,6 
1965 64,3 58,9 . 59,2 72,8 67,1 59,0 71,7 59,2 58,2 59,4 67,9 64,1 61,4 62,5 58,5 
1966 63,9 59,6 59,7 72,3 66,5 58,9 71,8 60,3 58,2 59,3 67,9 63,6 61 ,5 61,8 58,0 
1967 62,9 59,9 60,8 72,4 66,4 59,1 70,1 60,6 59,1 58,7 65,4 63,5 61,7 61,6 56,8 . 
1968 63,7 58,8 60,1 71,9 66,0 59,3 71,0 59,7 57,7 57,9 68,5 63,1 61,3 61,9 54,7 
1969 62,2 57,5 59,1 69,2 64,1 59,1 69,8 59,3 53,4 58,5 69,1 62,2 60,6 62,0 53,5 
1970 59,8 57,4 58,4 69,2 64,0 57,9 68,9 59,5 50,5 58,4 65,9 61,8 60,0 63,0 52,3 

1961-70 64,3 59,8 59,4 72,9 66,1 59,3 72,0 59,6 56,5 59,3 68,6 64,1 61,5 62,5 56,5 

1971 60,3 55,8 58,7 68,0 64,3 57,8 68,0 59,8 54,8 57,8 68,3 62,1 60,1 62,9 53,6 
1972 60,2 53,4 59,3 65,7 63,8 57,7 65,0 60,1 53,6 57,3 64,2 62,8 60,2 62,7 54,0 
1973 60,6 54,5 58,8 63,4 63,5 57,1 64,4 60,5 48,9 56,7 64,8 62,5 60,0 62,0 53,6 
1974 59,8 54,3 59,6 67,7 64,2 57,5 68,4 60,3 46,1 56,8 72,7 63,8 60,7 62,7 54,3 
1975 61,2 55,5 63,0 67,5 64,3 58,7 64,1 62,0 57,8 58,6 77,1 62,2 61,9 63,6 57,1 
1976 60,9 56,6 62,5 65,8 65,7 58,4 64,5 60,8 56,6 58,7 75,0 61,1 61,4 63,7 57,5 
1977 61,9 56,9 63,0 65,9 65,0 58,2 64,1 60,3 59,6 59,8 72,0 59,9 61,1 63,6 57,7 
1978 61,6 56,2 62,7 65,2 63,9 57,9 63,8 59,5 57,9 60,3 68,0 59,9 60,7 62,8 57,7 
1979 62,8 56,4 62,4 63,3 64,5 58,1 65,3 59,7 57,8 60,9 67,5 60,3 60,8 63,1 58,7 
1980 62,9 55,9 63,0 64,6 65,3 58,9 65,8 61,0 58,7 61,1 67,3 60,0 61,4 64,1 58,8 

1971-80 61,2 55,5 61,3 65,7 64,5 58,0 65,3 60,4 55,2 58,8 69,7 61,5 60,8 63,1 56,3 

1981 65,2 56,0 64,1 67,5 66,5 60,3 65,9 61,2 60,9 60,4 69,6 60,8 62,3 63,5 58,0 
1982 65,6 55,0 63,8 67,4 66,2 60,7 59,8 61,5 60,3 60,1 69,6 61,0 62,3 65,6 59,2 
1983 65,2 54,6 63,8 66,7 65,7 60,8 59,6 61,2 59,6 60,3 69,3 61,2 62,3 66,4 59,9 
1984 64,9 54,5 63,6 64,7 64,3 60,8 58,8 61,0 58,1 59,2 70,7 61,2 61,9 65,2 59,1 
1985 65,5 54,8 63,2 65,5 64,1 61,1 59,3 61,5 58,7 59,2 67,9 61,0 62,0 66,0 58,4 
1986 64,1 55,0 61,8 67,6 63,2 60,4 59,6 61,5 56,0 59,8 65,1 62,9 61,8 66,5 58,0 
1987 64,4 54,0 61,9 69,6 63,3 61,0 58,8 61,8 58,2 61,4 64,5 62,9 62,1 66,9 58,0 
1988 63,2 53,4 61,3 68,2 62,6 60,4 57,6 61,4 57,6 59,8 65,1 63,3 61,7 66,8 57,3 
1989 62,5 52,8 60,3 69,3 62,9 60,0 56,5 61,7 55,5 59,3 63,7 63,8 61,5 66,7 56,7 
1990 62,1 52,3 59,9 72,0 62,4 60,3 55,5 61,4 56,9 59,0 63,5 64,0 61,3 67,4 56,1 

1981-90 64,3 54,3 62,4 67,8 64,1 60,6 59,2 61,4 58,2 59,9 66,9 62,2 61,9 66,1 58,1 

1991 62,2 52,3 59,1 70,7 62,3 60,4 56,3 61,6 57,5 59,0 63,9 64,6 61,3 68,0 55,6 
1992 62,2 52,2 58,8 71,1 62,4 60,1 56,3 61,9 57,8 59,3 64,2 64,1 61,2 68,1 56,2 

Sources: see Table L 
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Table 15 

Private consumption at current prices per bead of population 
(ECU; EUR 12 = /00) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1960 128,2 122,6 118,I 51,3 39,4 121,7 72,7 72,1 137,0 91,0 32,9 138,8 100,0 275,8 42,1 

1961 123,1 124,7 122,5 50,7 40,7 121,8 71,1 72,3 132,0 92,8 32,9 133,5 100,0 258,6 45,1 
1962 119,0 128,4 122,2 49,1 42,8 123,4 70,5 74,8 126,8 92,6 30,7 129,5 100,0 249,4 47,3 
1963 117,2 123,4 118,2 48,7 46,7 125,6 68,3 79,6 123,9 93,2 30,1 125,6 100,0 237,9 50,1 
1964 115,7 127,7 117,7 50,3 47,9 126,4 70,4 79,3 128,6 96,6 29,7 123,6 100,0 234,3 53,1 
1965 116,5 129,1 119,1 52,4 51,7 124,2 68,6 78,2 127,4 99,2 30,6 121,6 100,0 231,6 55,3 
1966 115,2 132,9 118,0 53,6 54,6 124,0 67,3 80,0 123,6 98,8 31,4 119,3 100,0 231,2 58,7 
1967 114,4 136,3 115,2 54,2 · 56,2 125,8 66,4 83,4 119,4 100,9 32,0 115,9 100,0 228,4 63,0 
1968 119,2 133,8 118,5 56,4 52,6 131,4 63,8 85,8 122,8 105,3 36,0 104,9 100,0 240,6 69,2 
1969 118,1 135,6 121,2 56,7 52,9 129,9 66,3 85,6 120,1 109,6 36,9 101,9 100,0 237,3 72,8 
1970 115,3 134,7 130,4 57,3 52,7 119,8 66,3 86,9 120,8 109,9 35,6 100,4 100,0 226,8 74,8 

1971 115,0 128,9 133,9 54,9 52,7 117,2 67,0 84,7 119,9 111,0 37,2 101,2 100,0 214,7 76,2 
1972 118,7 126,4 135,5 50,7 55,2 119,2 65,5 82,4 121,0 112,7 35,9 98,3 100,0 196,0 83,7 
1973 122,1 135,2 142,3 50,5 57,9 121,1 60,3 79,7 119,9 115,9 38,6 87,9 100,0 171,2 89,0 
1974 125,8 133,1 142,2 55,2 63,9 115,5 59,5 79,8 121,5 121,1 44,5 86,3 100,0 165,7 88,1 
1975 126,4 135,I 139,4 51,0 62,9 124,9 55,5 77,7 124,3 122,2 42,7 84,8 100,0 152,3 83,8 
1976 132,7 148,2 144,7 51,8 64,1 125,7 53,6 73,5 129,8 130,0 41,7 78,3 100,0 164,7 91,6 
1977 138,5 147,1 149,7 52,3 62,2 120,9 55,1 74,0 133,3 136,6 36,9 76,7 100,0 160,4 99,1 
1978 137,2 143,5 151,2 50,4 59,6 121,2 57,6 73,1 131,7 137,2 30,9 79,3 100,0 144,4 113,1 
1979 131,5 137,7 146,2 48,5 · 65,2 119,7 59,5 74,9 125,7 129,5 28,3 85,2 100,0 130,8 97,2 
1980 125,0 119,7 138,0 44,5 62,1 120,3 61,6 81,1 121,4 121,2 30,1 94,9 100,0 125,0 88,6 

. 1281 118,9 116,7 131,9 47,8 61,1 120,8 65,2 82,5 118,4 111,8 33,8 102,9 100,0 154,2 107,3 
1982 110,1 116,4 132,3 51,6 61,1 119,6 63,4 85,I 111,5 112,7 33,4 102,2 100,0 170,7 105,2 
1983 107,2 120,3 136,9 47,7 54,2 117,4 62,8 90,3 112,0 112,6 30,6 100,4 100,0 190,0 118,9 
1984 106,8 123,1 135,7 46,8 56,0 116,9 62,7 93,9 112,7 108,3 29,9 99,0 100,0 216,0 130,5 
1985 108,9 127,7 132,2 45,1 56,6 118,9 64,3 93,9 113,6 105,7 29,6 100,8 100,0 223,5 131,7 
1986 109,0 133,0 135,3 49,0 56,7 119,9 63,4 97,2 114,3 107,9 29,7 93,1 100,0 172,4 140,8 
1987 110,3 130,6 136,9 38,8 58,0 ll7,6 59,9 98,6 117,4 107,7 29,4 91,9 100,0 147,9 136,9 
1988 106,3 125,3 132,0 39,7 61,3 113,7 58,6 97,9 114,6 101,5 30,6 101,8 100,0 143,4 146,6 
1989 105,2 119,5 126,7 40,9 67,3 112,0 59,7 101,6 113,1 97,8 32,3 102,2 100,0 150,6 142,0 
1990 106,7 118,1 126,5 41,6 69,8 112,3 59,3 102,7 115,9 97,5 34,4 98,3 100,0 128,2 116,4 

i991 105,5 114,2 125,3 41,5 72,2 109,2 58,2 104,2 117,8 96,5 38,7 99,5 100,0 129,9 128,2 
1992 105,4 113,1 124,8 41,8 73,8 107,4 57,8 105,8 119,8 94,7 42,0 98,9 100,0 131,6 136,6 

Sources: see Table I. 
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Table 16 

Private consumption at current prices per bead of population 
(PPSEUR/2:EUR/2 = JOO) 

B ' DK D GR E F IRL L NL p UK EURl2 USA J 

1960 105,7 . 117,4 112,2 49,7 65,1 101,3 74,5 82,7 137,2 111,1 45,4 135,9 100,0 194,1 52,4 

1961 104,2 119,4 111,4 50,4 68,7 102,0 74,1 84,0 137,9 110,8 46,2 132,6 100,0 187,9 54,4 
1962 103,4 120,4 111,2 48,7 71,2 103,0 73,0 85,8 129,5 110,7 45,0 129,0 100,0 185,3 57,2 
1963 103,3 114,2 108,5 49,7 74,7 102,9 72,2 88,0 126,7 111,0 45,2 128,2 100,0 182,3 60,0 
1964 101,6 118,2 109,3 51,7 75,3 103,6 71,0 86,4 129,8 110,8 46,1 127,5 100,0 185,5 63,2 
1965 101,3 116,0 111,8 53,9 77,4 103,3 69,0 85,3 129,2 111,5 47,7 124,4 100,0 186,6 65,1 
1966 99,8 115,7 111,4 54,6 78,6 104,1 67,2 88,4 125,5 109,2 48,l 121,1 100,0 185,3 68,4 
1967 98,5 115,7 109,6 55,3 78,4 105,1 67,0 91,8 126,4 109,1 48,6 119,2 100,0 181,4 71,4 
1968 99,5 112,8 109,5 56,l 79,0 105,1 70,2 92,0 124,6 109,0 53,3 117,9 100,0 180,8 73,7 
1969 99,4 112,2 110,3 56,9 79,7 106,8 70,0 92,7 123,8 111,4 53,6 113,6 100,0 177,4 77,1 
1970 98,7 110,2 110,2 59,5 79,7 106,6 68,3 94,6 119,1 112,8 53,7 111,7 100,0 172,9 79,9 

1971 100,1 106,4 109,9 60,7 80,7 107,5 67,4 93,5 119,3 111,9 58,1 111,0 100,0 171,2 82,3 
1972 101,1 102,6 110,9 61,2 82,7 106,8 65,0 92,3 118,8 109,4 57,0 111,6 100,0 171,1 85,5 
1973 102,2 102,8 108,9 60,1 83,7 105,1 63,2 94,0 115,7 106,9 60,9 113,2 100,0 167,1 86,0 
1974 102,1 98,5 107,8 60,0 85,9 105,3 67,2 95,7 116,J 107,6 66,4 110,6 100,0 161,8 82,7 
1975 102,0 99,0 111,9 62,5 85,1 106,J 65,0 94,8 118,3 109,4 65,1 106,5 100,0 160,0 87,7 
1976 103,5 103,6 113,5 61,7 85,8 106,0 63,J 95,3 115,9 110,5 63,9 103,8 100,0 160,9 88,3 
1977 103,2 103,3 115,6 61,6 84,6 106,6 65,5 95,1 116,J 111,9 62,6 101,9 100,0 162,6 90,4 
1978 103,3 101,1 116,2 62,9 81,7 107,0 67,6 95,1 114,0 1 J:?,7 59,2 103,4 100,0 163,7 92,3 
1979 104,0 101,5 116,3 60,6 78,9 106,7 67,9 97,6 112,8 111,9 59,4 103,6 100,0 160,5 94,8 
1980 106,6 98,J 116,6 61,1 78,9 107,0 68,5 101,8 113,3 110,3 60,2 98,8 100,0 157,9 96,6 

· 1981 108,0 96,4 117,0 62,5 78,3 108,9 69,2 101,7 114,4 106,3 62,1 97,5 100,0 156,5 97,1 
1982 109,5 97,0 115,1 61,9 78,0 110,9 63,1 101,7 114,8 103,2 62,5 99,0 100,0 154,9 100,5 
1983 107,9 97,5 115,8 60,4 77,3 110,0 61,6 100,6 113,3 103,2 60,9 101,7 100,0 159,2 102,8 
1984 107,9 99,9 117,2 58,9 75,5 109,4 61,9 101,4 IJ3,2 102,3 59,5 101,9 100,0 163,3 104,2 
1985 107,5 102,5 116,5 60,0 75,1 109,0 62,4 102,3 116,0 102,3 57,0 102,6 100,0 166,3 104,9 
1986 104,4 104,2 114,0 6.J,2 74,5 107,6 61,1 102,5 114,4 102,5 55,3 107,3 100,0 167,5 103,8 
1987 103,8 99,4 112,6 60,7 76,2 107,0 61,1 102,8 115,4 102,2 55,7 108,6 100,0 167,7 104,7 
1988 103,5 96,0 111,7 60,0 76,9 106,J 60,4 103,J 116,3 98,7 56,7 110,9 100,0 168,4 105,7 
1989 102,9 93,5 109,7 61,0 78,7 105,9 61,6 104,0 117,0 98,7 56,9 111,0 100,0 166,9 106,4 
1990 103,9 92,3 110,1 61,8 79,2 106,7 62,4 103,3 . 116,5 99,3 57,7 109,5 100,0 165,1 108,5 

1991 104,6 92,9 110,1 60,5 80,3 107,0 63,3 103,7 119,9 100,0 58,7 107,5 100,0 163,4 111,3 
1992 105,1 94,0 109,2 60,5 81,4 106,8 63,4 104,4 122,9 99,5 59,1 106,9 100,0 163,5 114,2 

Sourres: see Table I. 
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Table 17 

Private consumption at constant prices 
( National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EURI2 USA J 

1961 1,6 7,3 5,8 6,8 11,0 5,9 3,1 7,5 4,9 5,2 7,8 2,2 5,4 2,0 10,4 
1962 3,9 5,9 5,5 4,3 8,8 7,1 3,5 7,1 4,6 6,1 -1,2 2,2 5,3 4,4 7,5 
1963 4,4 0,0 3,0 5,1 11,3 6,9 4,2 9,3 4,5 7,0 6,9 4,9 6,0 3,7 8,8 
1964 2,6 7,8 5,3 8,8 4,3 5,2 4,3 3,3 8,5 5,9 5,8 3,0 4,4 5,7 10,8 
1965 4,3 3,4 7,0 7,7 6,9 4,0 0,8 3,3 3,9 7,5 6,0 1,5 4,4 5,7 5,8 
1966 2,7 4,3 3,6 6,8 6,9 4,8 1,5 7,2 1,5 3,2 4,0 1,7 4,2 5,0 10,0 
1967 2,8 2,9 1,4 6,2 6,0 5,1 3,8 7,4 -0,5 5,4 6,0 2,4 4,0 2,9 10,4 
1968 5,3 1,9 4,9 6,9 6,0 4,0 9,0 5,2 4,3 6,6 11,1 2,8 4,6 5,1 8,5 
1969 5,4 6,3 7,7 6,2 7,0 6,0 5,4 6,6 5,0 7,9 5,4 0,6 5,5 3,6 10,3 · 
1970 4,4 3,5 7,4 8,8 4,2 4,3 -1,0 7,6 5,9 7,4 2,9 2,9 5,4 2,4 7,4 

1961-70 3,7 4,3 5,1 6,7 7,2 5,3 3,4 6,4 4,2 6,2 5,4 2,4 4,9 4,0 9,0 

1971 4,7 -0,8 5,4 5,6 5,1 4,7 3,2 3,5 5,6 3,3 8,4 3,2 4,3 3,3 5,7 
1972 6,0 1,7 4,9 7,0 8,3 4,9 5,1 3,3 4,8 3,5 2,9 6,3 5,1 6,5 9,3 
1973 7,8 4,8 3,5 7,6 7,8 5,1 7,2 7,0 5,8 4,0 13,0 5,3 5,6 4,2 9,2 
1974 2,6 -2,9 1,3 0,7 5,1 0,9 1,6 3,7 4,5 3,7 9,1 -1,5 1,7 -1,1 -0,3 
1975 0,6 3,7 3,8 5,5 1,8 2,6 0,8 0,2 5,3 3,3 1,7 -0,4 1,8 2,1 4,4 
1976 4.8 7,9 3,9 5,3 5,6 4,7 2,8 5,0 3,1 5,3 2,3 0,4 3,9 5,5 3,5 
1977 2,4 1,1 3,9 4,6 1,5 2,6 6,8 3,3 2,3 4,6 0,6 -0,5 2,4 4,5 4,2 
1978 2,3 0,7 3,9 5,7 0,9 3,8 9,1 3,1 2,9 4,3 -2,0 5,6 3,6 4,1 5,4 
1979 4,8 1,4 3,5 2,6 1,3 2,8 4,4 7,1 3,5 3,0 0,0 4,4 3,8 2,2 6,4 
1980 2,0 -3,7 1,5 0,2 0,6 1,0 0,4 6,2 2,8 0,0 3,7 0,1 1,7 -0,3 1,4 

1971-80 3,8 1,3 3,6 4,4 3,7 3,3 4,1 4,2 4,1 3,5 3,9 2,3 3,4 3,1 4,9 

1981 -1,1 -2,3 -0,2 2,0 -0,6 1,8 1,7 1,6 1,7 -2,0 2,9 0,1 0,5 1,6 1,3 
1982 1,3 1,4 -1,3 3,9 0,2 3,2 -7,1 1,0 0,4 -1,4 2,4 1,0 0,7 1,1 4,1 
1983 -1,7 2,6 1,6 0,3 0,3 0,9 0,9 0,5 0,5 0,7 -1,4 4,6 1,4 5,0 3,2 
1984 1,2 3,4 1,9 1,7 -0,4 0,9 2,0 2,3 1,4 0,8 -2,9 1,6 1,4 4,8 2,7 
1985 2,0 5,0 1,6 3,9 2,4 2,2 3,5 3,2 2,7 2,4 0,7 3,5 2,6 4,7 2,7 
1986 2,4 5,7 3,4 0,7 4,1 3,7 2,0 4,5 2,6 3,2 5,6 6,3 4,2 4,1 3,1 
1987 3,0 -1,5 3,1 0,8 5,8 2,6 2,2 4,5 5,6 4,0 5,4 5,3 3,9 2,8 4,3 
1988 2,8 -0,8 3,0 3,4 4,7 2,9 2,4 4,5 3,7 1,5 6,6 7,2 4,1 3,7 5,1 
1989 3,7 -0,8 1,1 3,9 5,5 3,0 5,2 4,2 3,7 1,7 3,1 3,9 3,2 2,0 3,5 
.1990 2,6 1,0 4,7 1,9 3,7 3,1 2,8 2,7 3,4 3,8 4,9 1,0 3,0 0,9 4,0 

1981-90 1,6 1,3 1,9 2,2 2,6 2,4 1,5 2,9 2,6 1,4 2,7 3,4 2,5 3,1 3,4 

1991 1,3 1,2 2,8 0,3 3,1 1,6 1,8 2,2 4,0 2,6 5,3 -0,8 1,7 0,2 2,8 
1992 2,2 2,8 2,0 0,9 3,3 1,7 2,4 2,5 3,7 0,9 4,0 1,4 2,0 1,6 3,9 

Sourus: see Table I. 
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Table 18 

Public consumption at current prices 
( Percentage of GDP at market prices) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1960 12,4 13,3 10,7 11,7 8,3 14,2 12,5 12,0 9,8 12,6 10,5 16,4 12,9 16,6 8,0 

1961 11,9 14,4 11,1 11,3 8,2 14,4 12,4 11,9 9,9 13,1 12,5 16,7 13,1 17,5 7,7 
1962 12,3 15,2 11,9 11,6 8,1 14,5 12,5 12,3 10,9 13,7 12,9 17,0 13,5 17,8 8,0 
1963 13,0 15,4 12,6 11,3 8,5 14,7 12,7 13,1 12,3 14,4 12,3 16,9 13,8 17,5 8,2 
1964 12,5 15,6 11,9 11,7 8,2 14,5 13,3 13,5 10,8 14,6 12,3 16,4 13,6 17,2 8,0 
1965 12,8 16,3 12,1 11,7 8,4 14,4 13,6 14,2 10,9 14,6 12,0 16,7 13,8 16,7 8,2 
1966 13,I 17,1 12,1 11,8 8,7 14,2 13,6 14,0 11,4 14,9 12,1 17,1 13,9 17,7 8,0 
1967 13,5 17,8 12,6 13,0 9,5 14,2 13,4 13,6 12,I 15,3 13,1 17,9 14,2 18,9 7,6 
1968 13,6 18,6 11,8 12,9 9,2 14,8 13,4 13,6 12,1 14,9 13,1 17,6 14,1 18,8 7,4 
1969 13,6 18,9 11,9 12,7 9,3 14,6 13,5 13,4 11,0 15,0 12,9 17,1 13,9 18,5 7,3 
1970 13,4 20,0 12,0 12,6 9,6 14,7 14,6 13,0 10,5 15,4 13,8 17,5 14,0 18,8 7,4 

1961-70 13,0 16,9 12,0 12,1 8,8 14,5 13,3 13,3 11,2 14,6 12,7 17,1 13,8 17,9 7,8 

1971 14,1 21,3 12,7 12,5 9,7 14,9 15,2 14,6 11,7 16,0 13,5 17,9 14,6 18,1 8,0 
1972 14,5 21,3 12,7 12,2 9,6 14,9 15,3 15,1 11,8 15,8 13,4 18,2 14,7 18,0 8,2 
1973 14,5 21,3 13,0 11,5 9,6 14,8 15,7 14,4 11,3 15,6 12,8 18,1 14,6 17,4 8,3 
1974 14,7 23,4 13,9 13,8 10,0 15,4 17,2 13,8 11,5 16,2 14,1 20,0 15,3 18,1 9,1 
1975 16,4 24,6 14,4 15,2 10,6 16,6 18,6 14,1 14,9 17,4 15,0 21,9 16,3 18,6 10,0 
1976 16,4 24,1 13,7 15,1 11,4 16,9 18,0 13,4 14,7 17,3 13,7 21,6 16,0 18,1 9,9 
1977 16,8 23,9 13,6 16,0 11,6 17,2 17,1 13,8 15,9 17,4 14,0 20,2 15,9 17,6 9,8 
1978 17,4 24,5 13,7 15,9 12,1 17,6 17,1 14,1 15,6 17,7 13,9 19,9 16,1 17,0 9,7 
1979 17,6 25,0 13,7 16,3 12,6 17,6 18,1 14,5 16,0 18,1 13,9 19,7 16,2 17,0 9,7 
1980 17,8 26,7 13,9 16,4 13,3 18,1 19,9 14,7 16,7 17,9 14,5 21,2 16,8 17,6 9,8 

1971-80 16,0 23,6 13,5 14,5 11,1 16,4 17,2 14,3 14,0 16,9 13,9 19,9 15,7 17,8 9,2 

1981 18,6 27,8 14,2 18,0 13,9 18,8 19,9 16,0 17,4 17,8 15,0 21,8 17,4 17,5 9,9 
1982 18,0 28,2 14,1 18,3 14,1 19,3 19,8 16,0 16,4 17,7 14,9 21,7 17,5 18,4 9,9 
1983 17,5 27,4 13,8 18,8 14,6 19,5 19,3 16,4 15,8 17,5 15,1 21,7 17,6 18,4 10,0 
1984 17,0 25,9 13,5 19,5 14,4 19,6 18,7 16,2 15,4 16,6 15,0 21,5 17,4 18,0 9,9 
1985 17,1 25,3 13,5 20,4 14,7 19,4 18,7 16,4 15,7 16,2 15,5 20,8 17,2 18,4 9,7 
1986 16,8 23,9 13,4 19,4 14,7 18,9 18,9 16,3 15,7 16,0 15,4 20,8 17,1 18,7 9,8 
1987 16,2 25,2 13,3 19,7 15,1 18,8 17,8 16,8 16,7 16,4 15,2 20,4 17,1 18,6 9,6 
1988 15,2 25,6 12,9 20,2 14,8 18,6 16,7 17,0 16,3 15,8 16,0 19,6 16,8 18,3 9,4 
1989 14,4 25,1 12,6 21,6 15,1 18,3 15,4 16,8 16,0 15,3 16,1 19,4 16,6 17,9 9,3 
1990 14,2 24,8 12,3 22,6 15,1 18,3 16,1 17,4 16,4 14,8 16,4 19,7 16,6 18,1 9,0 

1981-90 16,5 25,9 13,4 19,9 14,6 19,0 18,1 16,5 16,2 16,4 15,5 20,8 17,1 18,2 9,7 

1991 14,4 24,5 11,9 21,1 15,4 18,5 17,1 17,6 16,5 14,5 17,4 21,0 16,8 18,3 8,9 
1992 14,3 23,8 11,7 20,0 15,5 18,5 17,2 17,4 16,2 14,3 17,5 21,3 16,8 17,8 9,0 

Sourc-es: see Table I. 
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Table 19 

Public consumption at constant prices 
( National currency: annual percentage change) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1961 1,9 5,3 6,6 4,4 5,6 4,8 2,1 4,4 1,2 2,8 26,7 3,5 4,6 7,7 5,9 
1962 8,6 9,9 10,4 6,7 6,7 4,9 · 3,1 3,9 2,4 3,3 8,5 3,1 5,5 5,2 8,7 
1963 11,6 2,9 6,3 4,2 9,7 3,2 4,0 4,3 5,8 4,7 3,0 1,8 4,2 2,6 8,3 
1964 4,2 7,3 0,8 9,3 1,3 4,2 3,0 4,2 -0,8 1,7 6,8 1,6 2,6 4,9 3,3 
1965 5,5 3,4 4,0 9,0 3,7 3,2 3,7 4,0 2,5 1,5 7,4 2,6 3,4 3,2 3,8 
1966 4,7 5,8 1,0 6,3 1,7 2,7 1,0 4,0 5,8 1,7 6,6 2,7 2,6 7,5 5,7 
1967 5,7 7,6 3,0 8,5 2,3 4,2 4,5 4,4 4,2 2,4 13,6 5,7 4,4 5,4 4,0 
1968 3,5 4,7 -1,4 1,3 1,8 5,6 5,8 5,2 5,6 2,2 8,4 0,4 2,3 3,4 6,4 
1969 6,3 6,8 4,6 7,7 4,2 4,1 6,9 2,8 3,3 4,5 3,2 -1,8 2,6 2,3 5,9 · 
1970 3,1 6,9 4,2 5,9 5,3 4,2 11,3 2,6 4,1 6,0 12,7 1,7 3,6 0,3 7,1 

1961-70 5,5 6,0 3,9 6,3 4,2 4,1 4,5 4,0 3,4 3,1 9,5 2,1 3,6 4,2 5,9 

1971 5,5 5,5 4,0 4,9 4,3 3,9 8,6 5,2 3,0 4,4 6,4 3,0 4,1 -0,4 5,2 
1972 5,9 5,7 2,3 - 5,7 5,2 3,5 7,5 5,1 4,2 0,8 8,6 4,2 3.,9 -1,2 5,6 
1973 5,3 4,0 3,7 6,8 6,4 3,4 6,7 2,7 3,4 0,8 7,8 4,3 3,8 0,1 5,4 
1974 3,4 3,5 2,4 12,1 9,3 1,2 7,6 2,4 3,8 2,2 17,3 1,9 2,8 2,3 3,1 
1975 4,5 2,0 1,5 11,9 5,2 4,4 8,7 2,4 3,3 4,1 6,6 5,6 4,0 0,2 6,7 
1976 3,7 4,5 -0,2 5,1 6,9 4,2 2,6 2,1 2,8 4,1 7,0 1,2 2,5 1,8 4,7 
1977 2,3 2,4 1,7 6,5 3,9 2,4 2,1 3,0 2,9 3,4 12,2 -1,7 1,7 1,1 4,4 
1978 6,0 6,2 3,7 3,5 5,4 5,1 7,9 3,5 1,8 3,9 3,3 2,3 3,9 · 2,3 5,2 
1979 2,5 5,9 3,6 5,8 4,2 3,0 4,6 3,0 2,2 2,8 6,5 2,2 3,2 1,9 4,4 
1980 1,5 4,3 2,1 0,2 4,2 2,5 7,1 2,1 3,1 0,6 7,9 1,6 2,2 1,3 2,8 

1971-80 4,1 4,4 2,5 6,2 5,5 3,4 6,3 3,1 3,0 2,7 8,3 2,4 3,2 0,9 4,7 

1981 0,3 2,6 1,2 6,8 1,9 3,1 0,3 2,7 1,4 2,5 5,2 0,3 1,9 1,1 4,8 
1982 -1,4 3,1 -0,7 2,3 4,9 3,7 3,2 2,9 1,5 0,4 3,6 0,8 1,8 2,4 1,9 
1983 0,1 0,0 0,1 2,7 3,9 2,0 -0,4 2,9 1,9 1,0 3,7 2,0 1,8 3,5 2,9 
1984 0,2 -0,4 1,1 3,0 2,9 1,2 -0,7 2,5 2,2 -0,8 0,1 0,9 1,3 4,5 2,8 
1985 2,4 2,5 1,6 3,2 4,6 2,2 1,8 3,5 2,0 1,3 0,1 0,0 2,0 5,3 1,7 
1986 1,6 0,5 2,3 -0,8 5,8 1,7 2,5 2,9 3,1 2,5 7,2 1,9 2,4 4,9 6,2 
1987 0,7 2,5 1,3 1,3 8,9 2,8 -4,9 3,7 2,7 2,9 4,9 1,3 2,7 3,4 -0,5 
1988 -1,1 0,2 0,6 6,6 4,0 2,8 -4,2 2,8 4,0 0,6 5,3 0,5 1,8 2,1 2,2 
1989 -1,2 -1,3 0,6 5,3 7,6 1,7 -3,5 0,5 3,7 -0,9 2,0 0,8 1,4 0,3 2,1 
1990 1;0 -0,4 2,1 0,6 4,4 3,1 1,0 1,0 0,1 0,2 3,3 2,8 2,3 1,6 1,4 

1981-90 0,2 0,9 1,0 3,1 4,9 2,4 -0,5 2,5 2 1,0 3,5 1,1 1,9 2,9 2,5 

1991 1,5 -1,3 -0,5 -0,5 4,2 2,0 0,2 1,2 3,1 -0,4 3,8 2,8 1,6 0,0 2,9 
1992 1,1 -0,2 0,5 -0,5. 3,8 1,9 0,0 1,1 3,2 -0,7 1,0 2,0 1,5 -1,7 3,1 

Sources: see Table I. 
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Table 20 

Gross fixed capital formation at current prices 
Total economy 

( Percentage of GDP at marut prius) 

B DK D GR E F IRL L NL p U1( EURIZ USA J 

1960 19,3 21,6 24,3 19,0 20,4 20,9 14,4 26,0 20,9 24,1 23,2 16,4 21,4 18,0 29,0 

1961 20,7 23,2 25,2 18,2 21,4 22,0 16,3 26,8 24,2 24,8 23,2 17,3 22,4 17,6 31,9 
1962 21,3 23,1 25,7 20,1 21,9 22,2 17,9 27,2 25,9 24,5 22,4 17,0 22,7 17,6 32,2 
1963 20,7 22,0 25,6 19,2 22,1 23,0 19,5 27,7 30,l 23,8 23,7 16,8 22,8 18,0 31,6 
1964 22,4 24,5 . 26,6 21,0 23,6 23,8 20,5 25,6 33,7 25,5 22,8 18,3 23,5 18,1 31,7 
1965 22,4 24,1 26,1 21,6 24,8 24,2 21,4 22,2 28,0 25,2 22,8 18,4 23,0 18,8 29,8 
1966 22,9 24,1 25,4 21,7 25,1 24,6 19,8 21,6 26,6 26,3 25,1 18,4 23,0 18,5 30,3 · 
1967 22,9 . 24,2 23,1 20,3 25,4 24,8 20,1 22,5 23,9 26,4 26,6 19,1 22,8 17,9 31,9 
1968 21,5 23,4 22,4 23,2 26,0 24,3 20,9 23,4 22,1 26,9 22,2 19,5 22,8 18,1 33,2 
1969 21,3 24,6 23,3 24,6 26,5 24,4 · 23,3 24,2 22,2 24,6 22,6 18,8 23,0 18,3 34,5 
1970 22,7 24,7 25,5 23,6 26,4 24,3 22,7 24,6 23,1 25,9 23,2 18,9 23,7 17,7 35,5 

1961-70 21,9 23,8 24,9 21,4 24,3 23,8 20,2 24,6 26,0 25,4 23,4 18,3 23,0 18,1 32,2 

1971 22,1 24,2 26,1 25,2 24,2 24,7 23,6 23,9 28,4 25,4 24,7 18,9 23,7 18,2 34,2 
1972 21,3 24,6 25,4 27,8 25,3 24,7 23,7 23,1 27,8 23,6 27,1 18,5 23,4 18,9 34,1 
1973 21,4 24,8 23,9 28,0 26,8 25,2 25,3 24,9 27,3 23,1 26,8 19,9 23,8 19,1 36,4 
1974 22,7 24,0 21,6 22,2 28,3 25,8 24,6 25,9 24,6 21,9 26,0 20,9 23,8 18,6 34,8 
1975 22,5 21,1 20,4 20,8 26,8 24,1 22,7 24,9 27,7 21,1 25,9 19,9 22,6 17,2 32,5 
1976 22,1 23,0 20,1 21,2 25,3 23,9 25,0 23,9 24,9 19,4 25,1 19,6 22,1 17,5 31,2 
1977 21,6 22,1 20,2 23,0 24,3 22,9 24,8 23,5 25,1 21,1 26,5 18,6 21,7 18,8 30,2 
1978 21,7 21,7 20,7 23,9 23,0 22,4 27,7 22,7 24,1 21,3 27,9 18,5 21,5 20,1 30,4 
1979 20,7 20,9 21,8 25,8 21,9 22,4 30,5 22,8 24,4 21,0 26,6 18,7 21,6 20,4 31,7 
1980 21,1 18,8 22,7 24,2 22,5 23,0 28,6 24,3 27,1 21,0 28,6 18,0 22,1 19,1 31,6 

1971-80 21,7 22,5 22,3 24,2 24,8 23,9 25,6 24,0 26,1 21,9 26,5 19,1 22,6 18,8 32,7 

1981 18,0 15,6 21,8 22,3 22,1 22,1 29,7 23,9 · 25,4 19,2 30,8 16,2 21,1 18,6 30,7 
1982 17,3 16,1 20,5 19,9 21,6 21,4 26,5 22,3 25,0 18,2 31,l 16,1 20,2 17,2 29,7 
1983 16,2 16,0 20,5 20,3 20,9 20,2 23,1 21,2 21,3 18,2. 29,2 16,0 19,6 17,2 28,3 
1984 16,0 17,2 20,2 18,5 19,0 19,3 21,4 21,1 20,2 18,6 23,6 17,0 19,3 18,0 27,9 
1985 15,6 18,7 19,7 19,1 19,2 19,3 19,2 20,7 17,7 19,2 21,8 17,0 19,1 18,1 27,8 
1986 15,7 20,8 19,5 18,5 19,5 19,3 18,1 19,7 22,1 20,1 22,1 16,8 19,0 17,8 27,6 
1987 16,0 19,7 19,5 16,8 20,8 19,7 16,7 19,8 25,3 20,2 24,2 17,6 19,3 17,3 28,9 
1988 17,5 18,3 19,7 .17,1 22,5 20,5 17,4 20,0 22,7 21,5 26,8 19,2 20,1 17,1 30,5 
1989 19,1 18,2 20,5 18,5 24,0 20,8 18,4 20,2 24,1 21,8 26,8 19,6 20,7 16,6 32,1 
1990 20,0 17,7 21,4 18,9 24,4 20,8 18,6 20,2 26,2 21,6 26,7 18,6 20,8 16,1 33,9 

1981-90 17,1 17,8 20,3 19,Q 21,4 20,3 20,9 20,9 22,9 19,9 26,3 17,4 19,9 17,4 29,7 

1991 19,8 17,3 22,2 18,2 24,2 20,4 18,5 19,7 27,0 21,2 26,2 15,7 20,2 14,8 34,2 
1992 19,8 17,2 22,5 18,5 24,1 20,3 18,7 19,7 27,4 20,7 26,0 15,1 20,1 14,6 34,4 

Sources: see Table I. 
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Table 21 

Gross fixed capital formation at constant prices 
Total economy 

( National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1961 12,4 13,9 6,7 8,1 17,9 10,9 16,9 11,6 9,1 6,0 6,7 9,8 9,8 1,4 23,4 
1962 5,9 6,7 4,0 8,4 11,4 8,5 14,8 9,8 7,8 3,4 1,7 0,7 5,9 6,7 14,1 
1963 0,1 -2,4 1,4 5,5 11,4 8,8 12,0 8,1 14,2 1,1 15,3 1,4 4,9 7,3 11,9 
1964 14,7 23,5 11,4 20,7 15,0 10,5 10,8 -5,8 21,0 19,2 4,0 16,6 9,1 6,6 15,7 
1965 4,1 4,7 4,7 12,8 16,6 7,0 10,5 -8,4 -13,1 5,3 10,3 5,2 3,6 9,3 4,6 
1966 6,8 4,3 1,2 3,2 12,7 7,3 -3,0 4,3 -5,1 8,0 17,9 2,6 4,8 4,0 14,0 
1967 2,9 5,4 -6,9 -1,6 6,0 5,9 6,8 11,7 -9,0 8,5 5,2 8,7 4,1 -1,0 18,1 
1968 -1,3 1,9 . 3,6 21,4 9,4 5,6 13,2 10,8 -4,1 11,2 -9,3 6,3 6,5 6,4 20,5 
1969 5,3 11,8 9,8 18,6 9,8 9,2 20,5 7,8 10,2 -2,2 8,1 -0,6 6,9 1,8 18,9 
1970 8,4 2,2 9,4 -1,4 3,0 4,6 -3,3 3,0 9,2 7,5 11,4 2,5 5,1 -3,7 16,9 

1961-70 5,8 7,0 4,4 9,3 11,2 7,8 9,6 5,1 3,5 6,7 6,9 5,2 6,1 3,8 15,7 

1971 -1,9 1,9 6,1 14,0 -3,0 7,3 8,9 0,2 10,7 1,5 10,2 1,8 3,4 5,8 4,5 
1972 3,4 9,3 2,7 15,4 14,2 5,6 7,8 1,3 7,0 -2,3 14,0 -0,2 3,9 8,7 10,0 
1973 7,0 3,5 -0,3 7,7 13,0 7,2 16,2 8,8 11,8 4,2 10,3 6,5 6,0 6,2 12,6 
1974 6,9 -8,9 -9,6 -25,6 6,2 0,8 -11,6 2,0 -7,0 -4,0 -6,1 -2,4 -2,3 -6,0 -9,5 
1975 -1,9 -12,4 -5,3 0,2 -4,5 -6,8 -3,6 -7,3 -7,4 -4,4 - 10,6 -2,0 -5,4 -10,7 -1,2 
1976 4,0 17,1 3,6 6,8 -0,8 2,8 13,6 0,0 -4,2 -2,2 1,3 1,7 2,0 6,9 2,7 
1977 0,0 -2,4 3,6 7,8 -0,9 -1,6 4,1 1,8 -0,1 9,7 11,5 -1,8 1,2 11,4 4,0 
1978 2,8 1,1 4,7 6,0 -2,7 2,3 18,9 0,6 1,1 2,5 6,2 3,0 2,3 9,5 8,5 
1979 -2,7 -0,4 7,2 8,8 -4,4 3,2 13,6 5,7 3,8 -1,7 -1,3 2,8 3,3 2,4 5,3 
1980 4,6 -12,6 2,8 -6,5 0,7 2,7 -4,7 8,7 12,7 -0,9 8,5 -5,4 1,9 -6,8 0,0 

1971-80 2,2 -0,8 1,4 2,8 1,6 2,3 5,9 2,1 2,6 0,2 4,1 0,4 1,6 2,5 3,5 

1981 -16,1 -19,2 -4,8 -7,5 -3,3 -1,9 9,5 -3,2 -7,4 -10,0 5,5 -9,6 -5,0 -0,1 3,1 
1982 -1,7 7,1 -5,3 -1,9 0,5 -1,2 -3,4 -5,2 -0,5 -4,3 2,3 5,4 -1,9 -8,7 0,8 
1983 -4,4 1,9 3,2 -1,3 -2,5 -3,3 -9,3 -0,9 -11,5 1,9 -7,1 5,0 0,0 8,8 -0,3 
1984 1,7 12,9 0,8 -5,7 -5,8 -2,6 -2,5 4,5 0,5 5,2 -17,4 8,5 1,2 15,9 4,9 
1985 0,7 12,6 0,1 5,2 4,1 3,4 -7,4 1,4 -10,0 6,7 -3,5 4,0 2,4 6,9 5,8 
1986 4,4 17,l 3,3 -6,2 10,1 4,6 -2,3 1,6 31,5 7,9 10,9 1,9 4,0 2,0 5,8 
1987 5,8 -3,8 2,2 -8,7 14,0 4,2 -2,5 5,8 15,0 1,5 15,1 9,5 5,5 2,9 10,4 
1988 13,5 -6,6 5,1 8,8 14,0 8,5 4,6 6,7 -5,5 9,4 15,0 14,8 9,0 5,0 12,6 
1989 13,6 0,2 7,1 8,6 13,7 5,8 11,3 5,1 13,4 3,0 7,5 4,8 6,7 2,7 11,0 
1990 8,3 -1,9 8,8 4,8 6,7 3, 7,5 3,0 9,4 4,2 7,5 -2,4 4,1 0,9 10,9 

1981-90 2,2 1,5 2,0 -0,6 4,9 2,1 0,3 1,8 2,7 2,4 3,1 4,0 2,5 3,4 6,4 

1991 0,6 -1,9 6,6 -1,2 2,2 -0,6 -0,4 -0,4 6,2 1,1 4,5 -12,8 -0,4 -4,4 4,6 
1992 3,0 2,0 3,8 3,5 3,6 1,8 3,8 2,4 4,7 -1,1 3,0 -0,9 2,2 4,6 3,4 

Sources: sec Table I. 

234 



Table 22 

Net stockbuilding at current prices 
Total economy 

( Percentage of GDP at market prices) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1960 -0,1 4,4 2,9 -0,4 -0,5 3,0 2,0 2,1 2,4 3,3 1,4 2,2 2,3 0,7 3,9 

1961 0,5 1,9 1,9 1,8 1,7 1,7 1,4 2,3 2,2 2,7 3,9 1,0 1,7 0,4 5,0 
1962 0,0 2,9 1,7 1,1 3,6 2,3 1,6 1,7 5,6 1,5 1,8 0,0 1,5 1,1 2,0 
1963 0,4 0,8 0,5 2,1 3,4 1,5 0,9 1,0 -0,1 1,1 2,0 0,5 1,1 0,9 2,2 
1964 1,5 1,7 1,4 4,7 2,6 2,4 1,2 0,5 -1,2 3,0 3,3 2,1 1,8 0,7 2,9 
1965 0,8 2,3 2,3 4,7 3,0 1,6 2,3 0,7 2,1 1,9 4,4 1,3 1,7 1,3 2,1 
1966 1,0 0,8 1,0 0,6 2,9 2,0 0,8 0,8 1,7 1,3 1,8 0,8 1,3 1,5 2,1 
1967 0,4 0,0 -0,1 2,0 1,4 1,8 -0,4 1,1 -3,0 0,9 0,6 0,7 0,8 1,2 3,4 
1968 0,9 0,6 2,1 -0,1 0,8 1,8 1,1 0,0 -1,9 0,6 3,1 1,0 1,2 1,0 3,6 
1969 1,9 1,3 2,9 1,3 2,5 2,6 2,4 0,7 -1,2 2,1 1,8 1,1 1,9 1,1 3,1 
1970 1,6 1,0 2,0 4,5 0,8 2,5 1,7 2,8 3,2 2,0 5,9 0,7 2,0 0,1 3,5 

1961-70 0,9 1,3 1,6 2,3 2,3 2,0 1,3 1,2 0,7 1,7 2,9 0,9 1,5 0,9 3,0 

1971 1,4 0,6 0,6 2,7 0,9 1,5 0,3 1,0 1,7 1,1 3,2 0,2 0,9 0,7 1,5 
1972 0,5 0,2 0,6 1,8 0,9 1,6 1,4 0,9 1,2 0,5 3,6 0,0 0,8 0,7 1,4 
1973 1,3 1,3 1,3 7,8 0,8 2,0 1,6 2,3 0,2 1,4 5,9 2,1 1,9 1,2 1,7 
1974 2,2 1,2 0,2 7,1 2,2 2,3 4,4 4,2 -3,0 2,3 5,2 1,2 2,0 0,9 2,5 
1975 -0,6 -0,2 -0,7 6,2 2,1 -0,7 0,6 -1,0 -4,4 -0,4 -3,3 -1,3 -0,5 -0,3 0,3 
1976 0,2 1,0 1,4 5,1 2,0 1,4 0,4 3,0 -1,7 1,2 1,8 0,7 1,6 1,0 0,7 
1977 0,3 0,8 0,7 3,5 1,1 1,5 3,2 1,4 -4,2 0,6 2,5 1,3 1,2 1,3 0,7 
1978 0,1 -0,2 0,5 3,7 0,2 0,8 1,4 1,4 1,4 0,6 2,6 1,1 0,9 1,4 0,5 
1979 0,7 0,5 1,6 4,3 0,8 1,3 2,5 1,8 -1,9 0,5 2,9 1,1 1,4 0,5 0,8 
1980 0,7 -0,3 0,8 4,4 1,2 1,2 -0,8 2,7 -1,2 0,5 4,2 -1,1 1,0 -0,2 0,7 

1971-80 0,7 0,5 0,7 4,6 1,2 1,3 1,5 1,8 -1,2 0,8 2,9 0,5 1,1 0,7 1,1 

1981 -0,1 -0,2 -0,8 3,1 -0,3 -0,2 -1,3 0,9 -0,4 -0,9 3,7 -1,1 -0,2 1,1 0,5 
1982 0,1 0,2 -0,7 1,2 -0,1 0,5 1,3 1,2 0,4 -0,3 3,0 -0,4 0,2 -0,4 0,4 
1983 -0,7 0,0 -0,1 1,6 -0,5 -0,4 0,7 0,5 3,6 0,1 -0,9 0,5 0,0 -0,3 0,1 
1984 0,3 1,2 0,3 1,0 0,0 -0,3 1,3 1,9 5,1 0,5 -1,3 0,4 0,5 1,8 0,4 
1985 -0,8 0,8 0,0 2,2 0,0 -0,4 0,9 1,8 2,6 0,6 -1,2 0,2 0,4 0,6 0,7 
1986 -0,7 0,8 0,1 0,8 0,5 0,3 0,7 1,0 1,5 -0,4 0,2 0,2 0,3 0,3 0,5 
1987 0,2 -0,7 0,2 0,4 0,7 0,4 0,1 1,0 0,0 -1,1 3,3 0,3 0,4 0,6 0,2 
1988 0,4 -0,5 0,9 1,7 1,2 0,5 -0,9 1,4 1,7 -1,5 2,8 1,1 0,9 0,2 0,4 
1989 0,6 0,4 1,3 1,0 1,3 0,7 0,0 1,4 2,4 -0,5 2,6 0,6 0,9 0,5 0,4 
1990 0,4 -0,2 0,8 -2,1 1,3 0,6 2,1 0,6 1,1 -0,2 3,1 -0,1 0,5 -0,1 

1981-90 0,0 0,2 0,2 1,1 0,4 0,2 0,5 1,2 1,8 -0,4 1,5 0,2 0,4 0,4 

1991 0,4 0,1 0,8 -0,3 1,3 0,5 1,4 0,6 1,1 -0,2 2,8 -0,8 0,4 -0,4 
1992 0,3 0,4 0,8 -0,3 1,3 0,7 0,6 0,6 1,1 -0,2 2,8 0,3 0,6 0,1 

Sources: see Table I. 
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Table 23 

Price deflator gross domestic product at market prices 
I National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1961 1,3 4,3 4,7 1,5 1,8 3,4 2,5 2,8 -4,2 2,4 2,3 2,7 3,2 0,8 7,8 
1962 1,7 6,6 3,8 4,6 5,7 4,7 4,9 5,8 3,9 3,5 -0,2 4,0 4,4 2,2 4,2 
1963 3,0 5,8 3,1 1,4 8,5 6,4 2,7 8,5 4,0 4,7 2,5 2,1 4,8 1,2 5,5 
1964 4,6 4,6 3,0 3,7 6,3 4,4 9,7 6,5 6,2 8,7 1,1 3,7 4,6 1,1 5,3 
1965 5,1 7,4 3,6 4,0 9,4 2,7 4,5 4,2 3,0 6,1 3,8 5,1 4,6 2,4 5,1 
1966 4,2 6,8 3,3 4,9 8,1 2,9 4,4 2,2 3,4 6,0 5,5 4,5 4,0 4,2 5,0 
1967 3,1 6,3 1,4 2,4 7,7 3,2 3,2 2,8 -1,0 4,2 3,4 2,9 3,1 3,4 5,5 
1968 2,7 7,0 2,2 1,7 5,0 4,2 4,2 1,7 5,0 4,2 1,4 4,1 3,3 4,9 4,9 
1969 4,0 7,0 4,2 3,4 4,4 6,6 9,1 4,1 6,3 6,4 6,1 5,4 5,1 4,9 4,4' 
1970 4,6 8,3 7,6 3,9 6,8 5,6 9,7 6,9 14,5 6,2 3,4 7,4 6,8 5,3 6,5 

1961-70 3,4 6,4 3,7 3,1 6,4 4,4 5,5 4,5 4,0 5,2 2,9 4,2 4,4 3,0 5,4 

1971 5,6 7,7 8,0 3,2 7,9 6,4 10,5 6,9 -0,8 8,1 5,1 9,4 7,6 5,1 5,5 
1972 6,2 9,2 5,3 5,0 8,6 7,4 13,4 6,5 5,8 9,4 7,8 8,2 7,1 4,6 5,6 
1973 7,2 10,7 6,4 19,4 12,0 8,5 15,3 13,2 12,2 9,0 9,4 7,1 9,1 6,6 12,9 
1974 12,6 13,1 7,0 20,9 16,3 12,3 6,1 19,8 17,0 9,2 18,9 15,0 13,4 9,1 20,8 
1975 12,1 12,4 6,0 12,3 16,8 13,0 20,1 16,5 -0,9 10,2 16,2 27,1 15,0 9,9 7,7 
1976 7,6 9,1 3,6 15,4 16,5 11,0 21,0 18,4 12,2 9,0 16,3 15,3 11,9 6,3 1,2 
1977 7,5 9,4 3,7 13,0 23,2 8,9 13,3 18,6 1,2 6,7 26,5 13,9 11,9 6,7 5,8 
1978 4,4 9,9 4,3 12,9 20,6 10,1 10,5 14,1 5,1 5,4 22,3 11,3 10,5 7,3 4,8 
1979 4,5 7,6 4,0 18,6 17,1 10,2 13,7 15,3 6,4 3,9 19,4 14,4 10,9 8,9 3,0 
1980 3,8 8,2 4,8 17,7 14,2 11,6 14,7 20,0 7,9 5,7 20,9 19,5 13,0 9,2 3,8 

1971-80 7,1 9,7 5,3 13,7 15,2 9,9 13,8 14,8 6,5 7,6 16,1 14,0 11,0 7,4 7,6 

1981 4,7 10,1 4,0 19,8 12,0 11,4 17,4 18,6 7,2 5,5 17,6 11,4 10,9 9,5 3,2 
1982 7,1 10,6 4,4 ... 5,1 13,8 12,0 15,2 17,1 10,8 6,1 20,7 7,6 10,6 6,4 1,9 
1983 5,6 7,6 3,3 19,1 11,6 9,6 10,7 14,9 6,8 1,9 24,6 5,2 8,5 3,3 0,8 
1984 5,2 5,7 2,0 20,3 10,9 7,3 6,4 11,4 4,4 1,9 24,7 4,6 6,8 3,6 1,2 
1985 6,1 4,3 2,2 17,7 8,5 5,8 5,2 8,9 3,0 1,8 21,7 5,7 6,1 2,7 1,4 
1986 3,7 4,6 3,1 17,4 11,1 5,3 6,3 7,7 4,4 0,5 20,5 3,6 5,6 2,1 1,8 
1987 2,3 4,7 2,0 13,8 5,9 2,9 2,5 5,9 -0,2 -0,4 11,2 5,0 4,1 3,0 -0,3 
1988 1,7 4,5 1,6 15,7 5,6 3,3 3,2 6,2 2,0 1,7 11,6 6,7 4,6 3,3 0,6 
1989 4,6 4,3 2,6 14,0 6,9 3,6 5,1 6,3 5,1 1,5 12,8 6,9 5,1 3,8 1,5 
1990 3,0 2,3 3,4 18,2 7,3 2,7 1,6 7,5 2,9 2,8 15,0 8,4 5,7 4,1 1,9 

1981-90 4,4 5,8 2,8 18,1 9,3 6,3 7,2 10,4 4,6 2,3 17,9 6,5 6,8 4,2 1,4 

1991 3,1 1,9 4,3 20,0 6,6 3,1 2,1 7,2 3,7 3,6 14,6 6,5 5,5 4,1 1,8 
1992 3,6 2,2 4,5 13,3 5,8 2,9 3,1 5,2 3,5 2,7 11,4 4,8 4,6 4,0 2,0 

Sources: see Table I. 
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Table 24 

Price deflator private consumption 
( National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1961 2,7 3,5 3,6 1,1 1,8 3,4 2,3 1,7 0,5 2,4 0,6 2,9 2,8 1,2 6,4 
1962 1,1 6,2 3,2 1,3 5,3 4,4 4,1 5,3 0,7 2,6 2,0 3,7 3,9 1,8 6,7 
1963 3,7 5,6 3,1 3,4 7,8 5,7 2,4 7,0 3,2 3,8 1,1 1,6 4,3 1,7 7,3 
1964 4,2 4,0 2,3 2,2 6,7 3,8 7,0 4,9 3,7 6,8 0,8 3,6 3,9 1,5 4,1 
1965 4,6 6,1 3,4 4,6 9,7 2,6 4,4 3,6 3,5 4,0 4,8 4,9 4,2 1,9 6,8 
1966 4,1 6,5 3,5 3,5 7,3 3,2 3,9 2,9 3,5 5,4 5,5 4,0 3,9 3,1 4,6 
1967 2,5 7,4 . 1,6 1,9 5,8 3,0 2,8 3,2 2,7 3,0 1,5 2,6 2,9 2,5 3,9 
1968 2,9 7,1 1,6 0,7 5,1 5,0 4,8 1,5 2,5 2,6 4,3 4,7 3,3 4,4 5,1° 
1969 2,8 4,6 2,3 3,0 3,4 7,1 7,8 2,9 2,1 6,1 4,9 5,5 4,3 4,4 4,2 · 
1970 2,5 6,6 4,0 3,1 6,6 5,1 12,4 5,0 4,5 4,4 3,2 5,9 5,0 4,4 7,2 

1961-70 3,1 5,8 2,9 2,5 5,9 4,3 5,1 3,8 2,7 4,1 2,8 3,9 3,9 2,7 5,6 

1971 5,3 8,3 6,0 2,9 7,8 6,2 9,4 5,5 4,7 7,9 7,0 8,7 6,7 4,8 6,7 
1972 5,4 8,2 5,8 3,3 7,6 6,4 9,7 6,3 5,1 8,3 6,3 6,5 6,4 2,9 5,6 
1973 6,1 11,7 6,6 15,0 11,4 7,6 11,6 13,9 4,9 8,5 8,9 8,6 9,2 6,0 10,7 
1974 12,8 15,0 7,5 23,5 17,8 . 15,1 15,7 21,4 10,0 9,5 23,5 17,1 15,0 10,6 21,2 
1975 12,3 9,9 6,3 12,7 15,5 12,1 18,0 16,5 10,2 10,1 16,0 23,6 14,1 8,0 11,3 
1976 7,8 9,9 4,2 13,4 16,5 10,0 20,0 17,8 9,3 9,0 18,1 15,8 11,8 5,8 9,2 
1977 7,2 10,6 3,7 11,9 23,7 9,6 14,1 17,6 5,7 6,1 27,3 14,8 12,0 6,6 7,2 
1978 4,2 9,2 2,8 12,8 19,0 9,0 7,9 13,2 3,4 4,5 21,3 9,1 9,2 · 7,0 4,5 
1979 3,9 10,4 4,0 16,5 16,5 10,9 14,9 14,5 4,9 4,3 25,2 13,7 10,9 9,3 3,6 
1980 6,4 10,7 5,8 21,9 16,5 13,5 18,6 20,4 7,5 6,9 21,6 16,3 13,6 11,0 7,1 

1971-80 7,1 10,4 5,3 13,2 15,1 10,0 13,9 14,6 6,5 7,5 17,3 13,3 10,8 7,2 8,6 

1981 8,7 12,0 6,0 22,7 14,3 13,4 19,6 18,2 8,6 5,8 20,2 11,2 12,1 9,3 4,4 
1982 7,8 10,2 4,7 20,7 14,5 11,8 14,9 16,9 10,6 5,5 20,3 8,7 10,7 6,0 2,6 
1983 7,2 6,8 3,2 18,1 12,3 9,7 9,2 15,1 8,3 2,9 25,8 4,8 8,6 3,5 I~ 
1984 5,7 6,4 2,5 17,9 11,0 7,9 7,3 11,9 6,5 2,2 28,5 5,0 7,3 3,9 2,1 
1985 6,0 4,3 2,1 18,3 8,2 6,0 5,0 9,0 4,3 2,2 19,4 5,4 6,0 3,1 2,2 
1986 0,5 2,9 -0,2 22,I 8,6 2,9 4,3 5,7 1,1 0,2 13,8 4,4 3,8 2,0 0,6 
1987 2,0 4,6 0,8 15,5 5,7 3,3 3,2 4,9 1,6 -0,9 10,0 4,3 3,6 4,4 -0,2 
1988 1,6 4,9 1,3 14,2 5,1 2,9 2,5 5,2 2,8 0,4 10,0 4,9 3,7 4,0 -0,1 
1989 3,5 5,1 3,1 14,7 6,6 3,5 3,9 5,8 3,4 2,9 12,8 5,9 4,9 4,5 1,7 
1990 3,5 2,5 2,6 20,2 6,4 2,9 2,6 6,2 4,2 2,5 13,6 8,4 5,2 5,0 2,4 

1981-90 4,6 5,9 2,6 18,4 9,2 6,4 7,1 9,8 5,1 2,4 17,3 6,3 6,6 4,6 1,7 

1991 3,2 2,4 3,5 18,3 5,8 3,0 3,0 6,4 3,4 3,2 11,7 6,5 5,0 4,4 2,8 
1992 3,4 2,2 4,2 14,3 5,6 2,9 3,0 5,2 3,7 3,5 9,5 4,6 4,5 4,8 2,6 

Sources: see Table I. 
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Table 25 

Price deflator exports of goods and services 
( National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1961 0,6 -1,2 0,3 0,2 2,0 0,3 -0,1 -0,8 -2,7 -1,7 -1,I 1,2 0,3 1,4 -0,7 
1962 1,0 2,5 0,5 1,1 4,8 1,1 1,9 0,9 -1,4 -0,1 -0,9 0,8 1,1 0,1 -1,5 
1963 2,1 2,8 0,9 8,0 6,3 2,8 2,1 3,3 0,2 2,6 3,2 3,9 3,3 0,0 2,5 
1964 4,2 3,4 2,5 0,9 2,8 4,4 4,7 4,1 2,0 2,5 3,9 2,1 2,9 o,S 1,6 
1965 1,4 2,2 2,5 -1,1 5,6 1,0 1,9 0,0 1,1 2,3 3,0 2,0 1,8 4,0 -0,4 
1966 3,7 3,0 2,5 3,9 5,7 2,0 1,9 0,2 0,9 0,7 -1,8 2,5 2,0 3,5 -0,2 
1967 0,5 1,2 0,2 -2,7 7,9 -0,4 0,6 1,1 0,2 0,0 3,7 2,7 1,3 3,0 0,2 
1968 0,2 3,0 -0,1 -1,3 9,2 -0,5 6,2 0,3 1,3 -0,5 2,3 7,7 2,2 6,8 0,1 
1969 4,6 6,7 4,1 0,5 1,6 4,8 6,1 2,7 6,5 2,2 -1,5 2,2 3,2 3,3 1,5 
1970 5,7 6,5 4,4 3,1 5,0 7,7 -6,1 6,1 14,5 5,8 5,4 8,0 6,1 5,1 2,9 

1961-70 2,4 3,0 1,8 1,2 5,1 2,3 1,9 1,8 2,2 1,3 1,6 3,3 2,4 2,8 0,6 

1971 2,1 3,5 4,0 1,7 6,0 5,4 7,3 4,6 -2,9 3,2 2,9 5,0 4,2 5,5 2,7 
1972 1,7 6,9 2,0 5,7 6,1 1,4 11,5 4,3 0,9 1,8 5,2 4,1 2,9 -2,4 -0,7 
1973 8.3 12,0 6,3 26,1 9,4 8,3 19,7 14,8 14,9 7,2 9,4 11,8 10,1 12,9 9,1 
1974 24,5 20,5 15,1 31,6 22,4 24,5 23,0 38,2 26,9 26,0 39,5 24,9 25,3 22,6 30,7 
1975 5,5 7,7 4,2 12,9 10,7 4,9 18,4 13,5 -0,9 5,1 1,0 20,7 10,1 10,7 3,1 
1976 5,8 7,0 3,6 10,0 16,4 9,7 23,0 23,0 8,6 6,6 7,1 19,8 12,6 3,7 1,7 
1977 3,7 6,7 1,9 9,9 19,4 9,2 14,8 15,8 -2,8 3,6 35,5 15,4 10,8 4,6 -3,6 
1978 1,2 6,3 1,5 8,2 15,8 6,3 6,6 9,0 2,0 ~1,3 25,9 7,6 6,6 6,6 -5,6 
1979 9,0 8,2 4,8 14,5 9,3 9,9 9,6 16,4 7,9 8,3 27,6 11,4 10,9 13,0 9,1 
1980 9,3 14,6 6,1 34,0 19,3 12,0 10,8 23,6 7,9 12,3 25,2 14,3 14,4 10,4 9,2 

1971-80 6,9 9,2 4,9 15,0 13,3 9,0 14,3 15,9 5,9 7,1 17,2 13,3 10,6 8,6 5,2 

1981 9,6 12,7 5,5 25,5 17,9 14,1 16,4 20,1 9,4 13,4 18,5 8,4 13,0 7,7 1,1 
1982 13,1 10,6 4,0 20,7 13,8 12,7 10,8 15,5 15,2 4,2 19,8 6,9 10,4 0,6 2,7 
1983 7,3 5,2 1,9 19,3 16,8 9,9 9,1 9,0 5,9 0,1 30,0 7,9 8,0 -0,6 -6,8 
1984 8,1 7,7 3,3 15,7 12,6 9,6 8,1 10,7 5,4 5,5 30,2 7,7 8,8 0,6 -2,5 
1985 2,9 3,6 2,7 17,0 6,7 4,6 3,1 8,0 3,9 1,5 17,6 5,1 5,2 -3,6 -1,9 
1986 -8,4 -5,4 -1,4 10,6 -1,4 -3,1 -6,3 -4,0 -2,2 -15,3 4,5 -8,I -4,6 -1,7 -13,6 
1987 -3,6 -1,9 -1,0 7,5 2,6 -0,2 0,4 2,1 -5,2 -6,3 11,4 3,2 0,5 -2,1 -4,9 
1988 2,9 0,7 1,9 7,5 3,1 2,5 5,7 5,0 2,4 0,6 8,9 0,7 2,9 3,6 -1,5 
1989 7,3 5,8 2,5 12,6 4,4 5,3 7,3 6,5 6,2 6,5 6,9 8,9 6,3 1,5 3,6 
1990 -1,6 -2,2 0,6 13,7 1,7 -1,2 -6,3 2,9 -1,3 -0,7 5,8 4,2 1,6 0,6 1,8 

1981-90 3,5 3,5 2,0 14,9 7,6 5,3 4,6 7,4 3,8 0,7 15,0 4,4 5,1 0,6 -2,3 

1991 1,1 0,2 1,9 9,2 1,6 0,6 1,1 3,2 3,9 1,5 3,0 0,9 2,3 0,7 -0,3 
1992 2,3 2,2 3,2 12,6 3,5 2,5 1,9 3,3 3,3 2,6 2,8 3,2 3,3 2,3 2,0 

SourC'es: see Table I. 
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Table 26 

Price deflator imports of goods and services 
( National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1961 2,6 0,1 -2,4 -1,7 2,0 0,1 1,1 -2,2 1,4 -1,9 1,0 0,0 -0,7 -1,4 1,2 
1962 0,8 -0,1 -0,1 -0,7 2,0 2,8 0,5 0,4 0,7 ;-0,9 -1,3 -0,2 0,5 -1,2 -2,2 
1963 4,0 1,9 2,4 3,0 2,0 1,1 1,9 1,5 0,8 1,4 1,6 4,5 2,7 3,0 1,8 
1964 3,2 1,3 1,7 3,0 2,4 0,9 1,3 3,4 1,4 2,4 2,2 2,1 2,3 2,2 1,5 
1965 0,2 1,6 2,9 0,3 0,2 1,4 2,6 0,6 1,9 0,5 2,8 1,1 1,3 2,6 -0,7 
1966 3,2 1,6 2,0 3,3 0,2 3,2 0,2 1,9 1,4 0,7 0,0 1,3 1,1 4,4 2,3 
1967 0,5 2,5 -1,4 -3,0 2,8 -1,4 -0,3 0,7 -0,7 -:-0,9 -2,4 1,4 -0,2 2,4 -0,1 
1968 0,6 5,0 0,4 0,2 10,7 -1,0 7,9 0,7 -0,1 -2,9 -2,5 10,6 2,9 2,3 0,7 
1969 3,2 2,9 2,4 0,0 3,0 4,9 4,2 1,4 3,0 3,3 0,9 2,5 2,3 2,6 2,9. 
1970 5,1 5,6 -0,2 4,0 5,1 9,7 0,7 3,7 11,5 6,6 9,3 6,3 4,8 6,1 2,1 

1961-70 2,3 2,2 0,7 0,8 3,0 2,1 2,0 1,2 2,1 0,8 1,1 2,9 1,7 2,3 1,0 

1971 3,4 6,1 1,0 2,9 5,4 4,8 5,4 4,9 5,4 4,3 1,4 4,1 3,7 5,0 -1,7 
1972 0,4 2,0 2,1 7,7 1,5 0,4 5,7 4,5 -0,2 -0,4 3,4 2,7 1,8 5,4 -4,4 
1973 7,5 16,8 8,1 21,9 10,4 7,2 13,9 27,1 9,6 7,5 14,1 23,3 14,4 11,4 18,5 
1974 27,5 32,7 22,9 41,6 41,9 48,6 44,4 55,9 22,3 32,7 43,8 41,5 38,9 44,5 63,5 
1975 6,7 4,9 3,2 17,4 7,0 2,6 20,5 9,9 10,8 4,3 13,9 13,6 7,4 7,4 9,1 
1976 6,4 8,5 5,0 11,2 14,9 12,0 19,0 25,3 6,5 6,4 11,2 21,1 13,5 3,1 5,9 
1977 3,1 7,7 2,2 5,8 22,1 12,2 16,8 14,9 1,8 3,2 30,7 13,7 10,7 7,7 -3,7 
1978 1,1 2,7 -2,1 9,7 7,6 3,0 4,7 7,7 3,1 -1,6 22,1 3,0 3,6 9,8 -14,7 
1979 8,9 13,7 8,0 17,7 7,2 11,4 13,7 19,7 7,5 10,9 30,5 9,3 12,4 17,7 28,7 
1980 13,6 21,7 12,3 35,2 37,9 22,0 18,0 29,0 7,8 14,5 31,3 10,0 19,3 26,4 38,8 

1971-80 7,6 11,3 6,1 16,5 14,9 11,7 15,7 19,1 7,3 • 7,8 19,5 13,7 12,2 13,3 11,9 

1981 13,9 17,7 11,6 19,5 29,8 19,3 18,6 28,0 10,1 14,3 25,6 7,7 17,6 5,2 0,8 
1982 13,3 10,1 2,9 24,0 13,0 12,8 7,5 12,4 13,9 1,3 18,1 7,0 9,3 -2,8 3,5 
1983 7,4 3,7 0,6 17,6 21,5 8,5 5,2 5,3 8,0 0,4 29,9 7,5 7,1 -3,4 -5,7 
1984 8,1 7,9 4,7 22,8 11,5 10,1 9,4 10,8 7,4 5,1 31,2 8,8 9,4 -1,0 -3,0 
1985 2,1 3,2 2,0 17,8 3,8 2,3 2,6 7,6 2,9 1,2 13,0 4,0 4,1 -2,2 -3,2 
1986 -12,3 -9,2 -11,7 8,4 -14,8 -12,3 -10,2 -14,9 -4,0 -16,2 -6,8 -4,4 -10,7 -0,5 -33,3 
1987 -4, -2,4 -4,7 0,4 0,8 -0,4 1,1 -0,4 -2,5 -4,6 12,6 2,6 -0,9 3,5 -4,3 
1988 2,8 2,4 1,5 6,4 1,1 2,6 6,3 4,5 2,1 -0,3 11,6 -1,0 2,1 3,1 -2,6 
1989 6,9 6,7 4,8 12,8 2,3 6,5 6,7 7,2 4,3 6,2 7,7 6,4 6,1 0,4 9,9 
1990 -1,0 -2,0 -0,7 10,2 -1,2 -1,5 -4,5 3,0 0,6 -1,8 4,6 2,1 0,4 1,9 7,2 

1981-90 3,4 3,6 0,9 13,8 6,1 4,4 4,0 5,9 4,2 0,3 14,2 4,0 4,2 0,4 -3,8 

1991 1,3 1,5 1,9 10,2 -0,3 0,6 3,6 1,2 4,2 0,2 1,2 -1,5 1,0 -1,8 -1,6 
1992 2,2 2,7 2,8 11,7 3,1 2,6 2,4 2,9 3,4 3,7 2,0 3,7 3,1 2,6 1,1 

Sourc·es: see Table I. 
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Table 27 

Terms of trade; goods and services 
(1980 - /(}()) 

B DK D GR E F IRL L NL p UK USA J 

1960 106,0 112,1 100,7 109,8 93,9 125,5 114,7 123,4 112,9 101,9 116,8 99,7 145,3 193,6 

1961 103,9 110,7 103,5 111,9 93,9 125,7 113,3 125,3 108,3 102,1 114,4 100,9 149,3 189,8 
1962 104,1 113,5 104,2 114,0 96,4 123,7 114,9 125,9 106,1 102,9 114,9 102,0 151,3' 191,0 
1963 102,2 114,5 102,7 119,6 100,5 125,7 115,0 128,0 105,5 104,1 116,7 101,4 147,0 192,4 
1964 103,2 116,9 103,5 117,1 100,9 130,1 118,9 128,9 106,1 104,2 118,6 101,4 144,9 192,5 
1965 104,4 117,5 103,2 115,5 106,3 129,6 118,1 128,1 105,3 106,0 118,9 102,2 146,9 193,1 
1966 105,0 119,1 103,8 116,1 112,1 128,1 120,0 126,0 104,8 106,0 116,7 103,5 145,7 188,4 
1967 105,0 117,6 105,5 116,5 117,6 129,4 121,1 126,5 105,8 106,9 124,0 104,8 146,5 188,9 
1968 104,5 115,4 105,0 114,7 116,0 130,1 119,3 126,0 107,3 109,4 130,1 102,1 152,9 187,7 
1969 106,0 119,7 106,8 115,2 114,4 130,0 121,4 127,6 110,9 108,2 126,9 101,8 154,0 185,2 
1970 106,6 120,7 111,8 114,2 114,3 127,6 113,2 130,6 113,9 107,3 122,3 103,6 152,5 186,5 

1971 105,3 117,8 115,0 112,8 114,9 128,3 115,2 130,1 104,9 106,2 124,1 104,4 153,3 194,9 
1972 106,7 123,5 115,0 110,7 120,2 129,6 121,5 129,9 106,I 108,6 126,2 105,9 141,9 202,5 
1973 107,S 118,5 113,1 114,5 119,1 131,0 127,7 117,3 111,3 108,2 121,0 96,0 143,8 186,4 
1974 104,9 107,6 105,9 106,4 102,7 109,7 108,8 104,0 115,5 102,8 117,3 84,8 122,0 149,0 
1975 103,8 110,4 106,9 102,3 106,4 112,2 106,9 107,4 103,3 103,6 104,1 90,0 125,8 140,9 
1976 103,2 108,9 105,5 101,2 107,7 109,9 110,5 105,4 105,3 103,7 100,3 89,0 126,5 135,3 
1977 103,8 107,8 105,2 105,2 105,4 107,0 108,5 106,1 100,5 104,I 103,9 90,3 122,8 135,4 
1978 103,8 111,5 109,1 103,7 113,4 110,4 110,5 107,4 99,5 104,4 107,2 94,4 119,2 149,9 
1979 103,9 106,2 105,9 100,9 115,6 108,9 106,5 104,4 100,0 101,9 104,8 96,3 114,5 127,1 
1980 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 

1981 96,2 95,7 94,5 105,0 90,8 95,6 98,I 93,8 99,4 99,3 94,4 100,6 102,3 100,3 
1982 96,0 96,1 . 95,5 102,2 91,5 95,5 101,1 96,4 100,5 102,0 95,7 100,5 105,9 99,6 
1983 95,9 97,5 96,8 103,7 88,0 96,8 104,8 99,9 98,5 101,7 95,8 100,9 108,9 98,4 
1984 95,9 97,3 95,5 97,6 88,9 96,4 103,5 99,8 96,7 101,5 95,1 99,9 110,7 98,9 
1985 96,6 97,6 96,1 97,0 91,4 98,5 104,1 100,2 97,6 101,7 98,9 100,9 109,1 100,3 
1986 100,9 101,8 107,3 99,0 105,7 108,9 108,6 113,0 99,5 102,9 110,9 97,0 107,8 129,9 
1987 101,7 102,3 111,4 105,9 107,6 109,2 107,8 115,9 96,7 101,0 109,7 97,6 102,0 129,2 
1988 101,7 100,6 111,9 107,1 109,7 109,1 107,1 116,5 96,9 101,9 107,1 99,3 102,5 130,6 
1989 102,1 99,7 109,5 106,9 111,9 107,8 107,7 115,6 98,7 102,3 106,3 101,6 103,7 123,0 
1990 101,5 99,6 111,0 110,2 115,1 108,1 105,7 115,6 96,8 103,5 107,5 103,7 102,4 116,9 

L991 101,3 98,3 111,0 109,1 117,4 108,1 103,I 117,9 96,4 104,8 109,4 106,2 104,9 118,4 
1992 101,4 97,8 111,5 110,0 117,8 108,0 102,6 118,4 96,4 103,7 110,2 105,7 104,7 119,4 

Sources: see Table I. 
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Table 28 

Nominal compensation per employee 
otal economy 

I 

( National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1961 3,2 . 12,9 10,2 5,2 12,9 10,6 8,3 8,2 2,9 7,4 5,1 6,8 8,7 3,2 13,2 
1962 7,2 11,1 9,1 6,9 15,2 11,6 8,5 13,5 4,8 6,8 4,9 4,7 9,0 4,3 14,1 
1963 8,0 4,6 6,1 7,9 21,1 11,4 5,2 19,7 8,0 9,3 8,6 5,0 9,9 4,0 13,2 
1964 9,7 10,7 8,2 13,6 13,7 9,2 13,7 12,3 13,3 16,5 8,3 7,1 9,7 5,1 13,1 
1965 9,5 13,8 9,5 12,5 15,6 6,5 5,3 7,7 4,2 11,7 10,5 6,8 8,6 3,7 11,9 
1966 8,6 10,2 7,6 12,8 18,1 6,0 8,5 7,9 5,0 11,1 10,5 6,4 8,1 5,1 11,2 
1967 7,4 10,9 3,3 9,7 14,7 6,9 8,0 8,4 2,8 9,3 13,8 6,2 7,0 4,3 12,I 
1968 6,3 10,0 6,7 10,0 8,8 11,3 10,6 7,4 5,9 8,6 3,6 7,8 8,2 7,4 13,7 
1969 8,4 11,0 9,5 9,9 11,8 11,1 13,9 7,6 5,6 13,2 10,0 6,8 9,2 7,4 15,8 
1970 9,2 11,0 16,0 9,1 9,4 10,3 16,8 15,7 15,1 12,4 18,2 13,4 13,1 7,6 16,7 

1961-70 7,7 10,6 8,6 9,7 14,1 9,5 9,8 10,8 6,7 10,6 9,3 7,1 9,1 5,2 13,5 

1971 11,7 11,6 11,7 8,4 13,6 11,3 14,8 13,4 7,8 13,8 15,3 11,3 12,0 7,2 14,6 
1972 14,0 8,0 9,0 12,9 17,7 10,1 15,8 10,6 9,7 12,8 16,0 13,1 11,5 7,4 14,2 
1973 13,0 13,1 11,6 17,5 18,3 12,2 18,8 17,7 11,4 15,4 17,5 13,2 14,2 7,0 n.o 
1974 18,2 18,4 11,1 19,6 21,3 18,1 18,0 22,6 22,9 15,7 34,9 18,8 18,0 8,1 2?,7 
1975 16,5 13,9 6,9 20,6 22,5 18,8 28,9 20,8 12,3 13,3 38,1 31,3 19,1 9,0 16,2 
1976 16,0 11,7 7,3 20,7 23,4 14,9 19,6 20,9 11,1 10,8 24,3 14,8 15,0 8,2 11,1 
1977 8,8 9,7 6,3 22,3 26,8 12,4 14,9 20,8 9,9 8,5 23,2 10,7 13,3 7,5 10,1 
1978 7,2 9,2 5,5 23,3 24,8 12,6 15,5 16,5 5,9 7,2 18,7 13,4 12,7 7,6 7,5 
1979 5,5 9,4 5,4 23,4 19,0 13,0 18,9 19,9 6,7 6,0 20,0 15,3 13,0 8,8 6,0 
1980 9,6 10,0 6,6 16,1 17,3 15,3 21,1 21,4 9,0 5,5 25,6 19,7 15,0 10,0 6,5 

1971-80 12,0 11,5 8,1 18,4 20,4 13,8 18,6 18,4 10,6 10,8 23,1 16,0 14,3 8,1 13,1 

1981 6,3 9,2 4,5 21,5 15,3 14,3 18,1 22,6 8,5 3,5 21,0 14,0 13,0 9,4 6,2 
1982 7,8 11,9 3,4 27,7 13,7 14,1 14,2 16,2 6,9 5,8 21,6 8,5 10,9 7,7 3,8 
1983 6,3 8,2 3,4 21,4 13,8 10,1 12,8 16,0 6,9 3,2 21,8 8,8 9,7 5,1 2,2 
1984 6,5 5,5 3,3 20,7 10,0 8,2 10,7 11,8 7,1 0,2 21:~i 5,6 7,5 4,1 3,7 
1985 4,6 4,7 3,0 23,4 9,4 6,6 7,8 10,1 3,5 1,4 22,5 7,3 7,0 4,1 2,9 
1986 4,6 4,4 3,5 12,5 9,5 4,6 4,7 7,5 5,2 1,6 21,6 8,4 6,4 4,1 3,4 
1987 2,1 7,9 3,0 9,8 6,7 3,6 5,6 8,4 3,9 1,5 17,9 7,4 5,6 4,0 3,3 
1988 2,4 3,9 3,0 18,8 6,2 4,1 5,5 9,3 3,3 1,5 13,4 7,9 5,9 5,2 3,9 
1989 3,6 3,3 2,8 18,1 6,1 4,8 6,2 9,0 6,5 0,5 13,8 8,9 6,1 3,4 4,2 
1990 6,4 3,5 4,2 20,2 7,7 4,9 8,6 10,4 5,2 3,6 17,8 11,3 7,6 4,9 4,2 

1981-90 5,1 6,2 3,4 19,3 9,8 7,5 9,3 12,0 5,7 2,3 19,2 8,8 7,9 5,2 3,8 

1991 5,2 3,5 6,2 16,2 7,8 4,6 6,6 8,2 4,7 4,7 19,1 8,3 7,0 4,7 3,8 
1992 5,7 3,5 5,8 11,6 7,0 3,8 6,1 6,8 5,1 5,0 14,4 5,8 5,8 4,7 3,5 

Sources: see Table I. 
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Table 29 

Real compensation per employee 
Total economy, deflator GDP 

( Annual percentage change) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1961 1,9 8,2 5,2 3,6 10,9 6,9 5,6 5,3 7,4 4,9 2,8 4,0 5,4 2,4 5,1 
1962 5,5 4,2 5,0 2,2 8,9 6,7 3,4 7,3 0,9 3,2 5,1 0,6 4,4 2,1 9,5 
1963 4,8 -1,1 2,9 6,5 11,6 4,7 2,4 10,4 3,8 4,4 6,0 2,8 4,8 2,8 7,3 
1964 4,8 5,8 5,0 9,5 6,9 4,6 3,7 5,5 6,7 7,2 7,1 3,3 4,9 3,9 7,4 
1965 4,2 5,9 5,7 8,2 5,6 3,7 0,8 3,4 1,1 5,2 6,5 1,7 3,9 1,2 6,4 
1966 4,3 3,1 . 4,2 7,6 9,3 3,1 3,9 5,5 1,6 4,8 4,8 1,9 3,9 0,8 5,9 
1967 4,1 4,4 1,9 7,1 6,5 3,6 4,6 5,5 3,8 4,8 10,0 3,1 3,7 0,9 6,2 
1968 3,5 2,8 4,4 8,2 3,7 6,8 6,1 5,5 0,9 4,2 2,2 3,6 4,7 2,4 8,4 · 
1969 4,2 3,7 5,1 6,3 7,1 4,2 4,4 3,4 -0,6 6,3 3,7 1,3 3,9 2,3 10,9 
1970 4,4 2,4 7,8 5,0 2,4 4,5 6,5 8,2 0,5 5,9 14,3 5,6 6,0 2,2 9,6 

1961-70 4,2 3,9 4,7 6,4 7,3 4,9 4,1 6,0 2,6 5,1 6,2 2,8 4,6 2,1 7,7 

1971 5,7 3,7 3,4 5,1 5,3 4,6 3,8 6,0 8,7 5,3 9,7 1,8 4,1 2,0 8,7 
1972 7,3 -1,1 3,5 7,5 8,4 2,5 2,1 3,9 3,7 3,2 7,6 4,6 4,1 2,7 8,1 
1973 5°,4 2,2 4,9 -1,6 5,7 3,4 3,1 4,0 -0,7 5,8 7,4 5,7 4,7 0,4 7,2 
1974 5,0 4,7 3,8 -1,1 4,3 5,2 11,2 2,3 5,1 6,0 13,5 3,4 4,0 -0,8 4,0 
1975 4,0 1,3 0,9 7,3 4,9 5,1 7,3 3,7 13,3 2,8 18,8 3,3 3,5 -0,8 7,9 
1976 7,8 2,3 3,6 4,6 5,9 3,5 -1,2 2,2 -1,0 1,7 6,9 -0,4 2,7 1,8 3,7 
1977 1,2 0,3 2,4 8,3 2,9 3,2 1,4 1,8 8,6 1,7 -2,6 -2,9 1,3 0,7 4,0 
1978 2,7 -0,6 1,1 9,2 3,5 2,3 4,5 2,1 0,7 1,6 -3,0 1,9 1,9 0,2 2,6 
1979 1,0 1,7 1,4 4,0 1,6 2,6 4,6 4,0 0,3 2,0 0,5 0,8 1,9 -0,2 2,9 
1980 5,6 1,7 1,7 -1,3 2,7 3,3 5,6 1,2 1,0 -0,2 3,9 0,2 1,8 0,8 2,6 

1971-80 4,6 1,6 2,7 4,1 4,5 3,6 4,2 3,1 3,9 3,0 6,1 1,8 3,0 0,7 5,1 

1981 1,5 -0,8 0,5 1,4 3,0 2,7 0,6 3,4 1,2 -1,9 2,9 2,3 1,9 0,0 2,9 
1982 0,7 1,2 -0,9 2,1 -0,1 1,9 -0,8 -0,8 -3,5 -0,3 0,7 0,8 0,3 1,2 1,8 
1983 0,6 0,5 0,2 1,9 1,9 0,5 1,9 1,0 0,1 1,3 -2,3 3,4 1,2 1,7 1,4 
1984 1,3 -0,1 1,4 0,3 -0,9 0,9 4,1 0,3 2,6 -1,6 -2,8 0,9 0,6 0,5 2,4 
1985 -1,4 0,4 0,7 4,8 0,8 0,7 2,5 1,1 0,5 -0,4 0,6 1,5 0,9 1,4 1,5 
1986 0,9 -0,2 0,4 -4,2 -1,4 -0,7 -1,5 -0,1 0,8 1,2 0,9 4,7 0,8 1,9 1,5 
1987 -0,2 3,0 1,0 -3,5 0,8 0,7 3,1 2,4 4,1 1,9 6,0 2,3 1,5 0,9 3,7 
1988 0,7 -0,6 1,4 2,6 0,5 0,8 2,2 2,9 1,3 -0,3 1,5 1,1 1,2 1,8 3,3 
1989 -0,9 -0,9 0,3 3,6 -0,8 1,1 1,0 2,5 1,4 -1,0 0,8 1,9 0,9 -0,4 2,6 
1990 3,4 1,2 0,7 1,7 0,4 2,1 6,9 2,7 2,2 0,8 2,4 2,7 1,9 0,8 2,3 

1981-90 0,6 0,4 0,6 1,0 0,4 1,0 2,0 1,5 1,1 0,0 1,1 2,2 1,1 1,0 2,3 

1991 2,0 1,6 1,8 -3,1 1,0 1,5 4,5 0,9 1,0 1,1 3,9 1,6 1,4 0,6 2,0 
1992 2,1 1,3 1,2 -1,5 1,2 0,9 2,9 1,5 1,5 2,3 2,6 0,9 1,2 0,7 1,5 

Sources: see Table I. 
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Table 30 

Real compensation per employee 
Total economy, deRator private consumption 

( AMua/ percentage change) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1961 0,6 9,0 6,4 4,0 10,9 7,0 5,9 6,4 2,4 4,9 4,5 3,7 5,7 2,0 6,5 
1962 6,1 4,7 5,7 5,6 9,3 7,0 4,2 7,8 4,1 4,1 2,9 0,9 4,9 2,5 7,0 
1963 4,2 -0,9 2,9 4,4 12,4 5,4 2,7 11,8 4,7 5,3 7,4 3,3 5,4 2,3 5,5 
1964 5,3 6,4 5,7 11,1 6,6 5,2 6,3 7,1 9,2 9,1 7,4 3,3 5,5 3,5 8,7 
1965 4,7 7,3 5,9 7,6 5,4 3,8 0,9 4,0 0,7 7,4 5,4 1,8 4,2 1,8 4,7 
1966 4,3 3,4 3,9 9,0 10,0 2,8 4,4 4,8 1,4 5,4 4,8 2,4 4,0 2,0 6,3 
1967 4,7 3,2 1,6 7,6 8,4 3,7 5,1 5,1 0,0 6,1 12,0 3,5 4,0 1,7 7,8 
1968 3,3 2,7 5,0 9,2 3,5 6,0 5,5 5,8 3,4 5,9 -0,7 3,1 4,7 2,8 8,2 · 
1969 5,4 6,1 7,0 6,6 8,1 3,7 5,7 4,5 3,5 6,7 4,9 1,2 4,7 2,8 11,2 
1970 6,5 4,1 11,5 5,8 2,7 5,0 4,0 10,1 10,1 7,7 14,5 7,0 7,7 3,1 8,9 

1961-70 4,5 4,6 5,5 7,1 7,7 5,0 4,4 6,7 3,9 6,3 6,2 3,0 5,1 2,4 7,5 

1971 6,0 3,1 5,3 5,4 5,4 4,8 4,9 7,4 3,0 5,4 7,8 2,4 4,9 2,3 7,5 
1972 8.,2 -0,2 3,1 9,3 9,4 3,5 5,6 4,0 4,4 4,2 9,1 6,2 4,7 4,3 8,2 
1973 6,5 1,3 4,7 2,2 6,2 4,3 6,5 3,3 6,2 6,3 7,9 4,3 4,6 1,0 9,3 
1974 4,9 3,0 3,4 -3,2 3,0 2,5 1,9 0,9 11,7 5,6 9,2 1,5 2,6 -2,2 3,7 
1975 3,8 3,6 0,6 7,0 6,0 6,0 9,3 3,7 1,9 2,9 19,0 6,3 4,4 0,9 4,4 
1976 7,6 1,6 3,0 6,4 5,9 4,4 -0,4 2,6 1,7 1,7 5,2 -0,9 2,8 2,2 1,8 
1977 1,5 -0,8 2,5 9,3 2,4 2,6 0,6 2,7 4,0 2,2 -3,2 -3,6 1,2 0,9 2,7 
1978 2,9 -0,1 2,6 9,3 4,8 3,3 7,0 2,9 2,4 2,5 -2,2 4,0 3,2 0,5 2,9 
1979 1,6 -0,9 1,4 5,9 2,1 1,9 3,5 4,7 1,6 1,6 -4,I 1,5 2,0 -0,5 2,3 
1980 3,0 -0,6 0,7 -4,7 0,6 1,6 2,1 0,8 1,4 -1,3 3,3 3,0 1,2 -0,9 -0,6 

1971-80 4,6 1,0 2,7 4,6 4,6 3,5 4,1 3,3 3,8 3,1 5,0 2,4 3,1 0,8 4,2 

1981 -2,2 -2,5 -1,4 -1,0 0,8 0,9 -1,3 3,7 -0,1 -2,2 0,7 2,5 0,8 0,2 1,7 
1982 0,0 1,5 -1,2 5,8 -0,7 2,0 -0,6 -0,6 -3,3 0,2 1,1 -0,2 0,1 1,6 1,1 
1983 -0,8 1,3 0,2 2,8 1,3 0,4 3,2 0,8 -1,2 0,2 -3,2 3,8 1,1 1,6 0,4 
1984 0,8 -0,8 0,9 2,4 -0,9 0,4 3,2 -0,1 0,5 -1,9 -5,6 0,6 0,2 0,2 1,6 
1985 -1,3 0,4 0,9 4,3 1,1 0,6 2,7 1,0 -0,7 -0,8 2,6 1,8 1,0 0,9 0,7 
1986 4,0 1,5 3,7 -7,9 0,8 1,7 0,3 1,8 4,0 1,4 6,8 3,8 2,5 2,0 2,8 
1987 0,1 3,1 2,2 -5,0 0,9 0,3 2,4 3,3 2,3 2,4 7,2 3,0 2,0 -0,4 3,5 
1988 0,8 -0,9 1,7 4,0 1,1 1,1 2,9 4,0 0,5 1,1 3,1 2,9 2,1 1,1 4,0 
1989 0,1 -1,6 -0,2 2,9 -0,5 1,2 2,2 3,0 3,0 -2,4 0,8 2,8 1,1 -1,0 2,5 
1990 2,8 1,0 1,5 0,0 1,2 1,9 5,9 3,9 1,0 1,1 3,7 2,7 2,3 -0,1 1,8 

1981-90 0,4 0,3 0,8 0,8 0,5 1,0 2,1 2,1 0,6 -0,1 1,6 2,4 1,3 0,6 2,0 

1991 1,9 1,1 2,6 -1,7 1,8 1,5 3,5 1,7 1,3 1,5 6,6 1,7 1,9 0,3 1,0 
1992 2,2 1,3 1,5 -2,3 1,3 0,9 3,0 1,5 1,4 1,4 4,5 1,1 1,3 0,0 0,9 

Sources: see Table I. 
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Table 31 

Adj111ted wage sbare3 
Total economy 

I 
( Ptrcmta,t of GDP at factor co,t) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1960 69,0 . 71,4 70,6 97,0 71,1 72,8 87,4 74,2 66,1 63,7 70,2 71,2 73,8 72,5 80,0 

1961 68,2 72,4 72,1 91,1 70,5 73,6 87,0 72,6 68,9 65,9 69,2 72,4 74,2 72,0 76,0 
1962 69,5 73,0 72,5 91,2 70,8 73,7 87,4 72,3 68,3 66,8 69,0 72,8 74,2 71,3 77,1 
1963 70,3 73,4 72,6 87,3 72,9 74,1 86,6 74,3 68,7 68,3 68,8 72,1 74,4 70,9 76,8 
1964 69,8 72,6 71,4 87,2 74,0 74,1 87,4 75,6 68,9 68,7 68,9 71,7 74,2 70,9 74,5 
1965 70,0 75,4 71,6 85,6 74,0 73,3 86,5 74,3 69,4 69,4 68,5 72,1 74,0 69,8 75,9 
1966 71,7 76,6 72,2 86,5 76,2 72,4 89,9 72,8 69,5 71,6 68,9 73,0 74,1 69,6 73,9 
1967 72,0 77,4 71,5 87,0 78,4 71,4 87,9 72,8 70,3 71,2 70,3 72,7 73,8 70,6 71,9 
1968 71,2 78,0 70,0 88,0 76,4 72,I 86,4 71,6 67,7 70,8 65,4 72,3 73,0 71,2 70,0 
1969 70,6 77,1 70,5 85,3 76,1 71,8 86,2 69,9 62,7 71,3 65,5 73,1 72,7 72,7 69,4 
1970 68,7 78,I 72,I 82,5 75,4 71,4 88,6 71,8 63,3 72,6 73,7 74,7 73,7 74,0 69,6 

1961-70 70,2 75,4 71,6 87,2 74,5 72,8 87,4 72,8 67,8 69,7 68,8 72,7 73,8 71,3 73,5 

1971 70,7 79,4 72,7 80,5 75,9 71,5 88,7 74,5 69,9 74,2 75,7 73,0 74,1 73,0 73,0 
1972 71,2 76,0 72,5 79,5 76,5 71,0 84,9 74,4 70,4 73,5 75,0 72,9 73,8 72,8 73,1 
1973 71,3 75,2 73,2 72,7 76,9 70,3 84,4 73,6 65,6 73,9 71,8 72,7 73,6 72,7 74,4 
1974 73,2 78,0 74,6 73,4 75,8 72,3 90,0 72,8 67,1 74,9 79,4 75,3 74,8 73,8 77,5 
1975 75,7 78,9 74,3 75,8 77,4 75,5 88,2 75,7 83,6 76,8 96,4 77,9 76,9 72,3 81,1 
1976 77,0 77,6 72,6 76,2 78,5 75,8 87,7 74,3 80,0 74,2 96,6 75,2 75,8 72,0 81,0 
1977 77,3 77,9 72,3 81,0 77,8 75,4 80,5 74,3 85,4 74,5 89,6 72,4 74,9 71,6 81,3 
1978 77,4 77,9 71,7 83,3 77,2 75,2 78,5 73,4 82,8 74,5 81,9 71,6 74,2 71,4 80,0 
1979 77,3 78,3 71,1 84,5 77,5 75,3 81,7 72,6 81,Q 74,8 79,4 72,3 74,0 71,9 79,5 
1980 78,3 79,3 72,5 81,2 76,2 76,8 86,6 72,2 82,7 74,6 79,8 74,5 74,8 72,9 78,6 

1971-80 74,9 77,9 72,8 78,8 77,0 73,9 85,1 73,8 76,9 74,6 82,6 73,8 74,7 72,4 78,0 

1981 78,9 78,3 72,7 84,8 77,2 77,1 85,3 73,7 83,7 72,5 81,6 75,0 75,3 72,2 78,6 
1982 77,4 76,4 71,4 86,5 75,5 77,3 83,8 73,3 80,3 71,1 80,4 73,3 74,4 73,6 78,5 
1983 76,7 75,2 69,6 89,7 75,8 76,6 84,0 74,1 78,9 69,7 78,7 71,9 73,8 72,8 78,2 
1984 75,7 73,4 68,6 88,3 72,3 75,6 81,7 72,4 77,1 66,4 76,5 72,1 72,5 71,6 77,0 
1985 74,4 72,9 68,1 89,4 70,8 74,6 78,7 72,0 76,7 65,6 75,1 71,5 71,7 71,7 75,2 
1986 74,3 73,1 67,4 85,9 69,8 72,1 78,3 70,8 76,0 66,6 73,1 72,8 71,1 71,9 75,0 
1987 73,6 75,5 67,4 84,3 69,6 71,5 77,8 71,2 78,5 68,4 73,0 72,5 71,0 72,0 75,7 
1988 71,8 74,I 66,3 84,4 68,4 70,4 76,4 71,6 78,4 67,3 72,3 72,4 70,4 72,1 75,5 
1989 69,8 71,4 65,6 83,4 67,3 69,4 74,9 71,5 78,9 65,2 69,3 73,9 69,8 71,5 75,4 
1990 70,3 70,0 65,0 88,1 66,7 69,7 75,0 73,2 82,9 64,9 68,8 75,4 70,3 71,9 74,5 

1981-90 74,3 74,0 68,2 86,5 71,3 73,4 79,6 72,4 79,1 67,8 74,9 73,I 72,0 72,1 76,4 

1991 70,6 69,2 66,0 86,0 66,2 69,9 77,7 74,1 83,4 64,6 71,1 76,I 70,8 72,1 73,7 
1992 70,6 68,I 66,2 85,4 66,0 69,0 78,9 74,1 83,2 65,4 72,5 74,6 70,4 71,9 73,4 

• Adjusted wage share: compensation or employees adjusted for the share or selr-employcd in total employment. 
Sourus: see Table L 
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Table 32 

Nominal unit labour costs8 
Total economy 

I 
(Naliono/a,rrmcy; /980 • /00) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1960 31,2 . 20,I 39,5 24,1 12,0 23,5 15,6 15,9 29,4 24,9 15,I 17,5 22,3 35,9 28,3 

1961 31,0 21,6 42,2 22,9 12,1 24,6 16,1 15,9 29,3 26,3 15,2 18,4 23,1 35,9 29,0 
1962 32,1 23,0 44,1 23,9 12,9 25,8 17,0 16,8 30,4 27,6 15,0 19,1 24,1 36,3 30,7 
1963 33,4 24,3 45,6 23,I 14,4 27,5 17,2 18,8 31,8 29,5 15,4 19,4 25,4 36,5 32,4 
1964 34,7 25,1 46,3 24,0 15,5 28,6 18,9 20,4 34,1 32,3 15,5 19,9 26,5 36,9 33,2 
1965 36,8 27,8 48,3 24,5 16,9 29,2 19,5 20,9 35,3 34,6 16,0 20,9 27,6 37,4 35,7 
1966 39,0 30,0 50,4 25,8 18,8 29,6 20,9 21,0 36,6 37,7 16,9 22,0 28,7 39,0 36,6 
1967 40,I 31,9 50,4 26,6 20,8 30,3 21,2 21,5 36,6 39,0 17,7 22,5 29,4 40,8 37,6 
1968 40,9 34,0 51,0 27,I 21,4 32,3 21,7 21,6 37,1 40,1 16,7 23,2 30,2 43,1 38,5 
1969 42,3 36,0 52,8 27,0 22,1 34,0 23,5 22,0 36,4 43,4 17,7 24,3 31,4 46,1 40,0 
1970 43,2 39,4 58,9 27,3 23,4 36,0 26,4 24,2 41,8 46,7 20,4 26,8 34,1 49,3 42,6 

1971 47,0 43,1 64,2 27,6 25,6 38,4 29,2 27,0 45,3 51,2 22,1 29,0 37,1 51,0 47,1 
1972 50,8 45,1 67,4 28,8 28,0 40,9 31,8 28,9 47,9 55,4 23,7 31,6 39,7 53,4 49,9 
1973 55,0 49,9 72,7 31,8 31,3 44,1 36,6 32,4 50,2 61,1 24,9 34,1 43,4 56,9 57,2 
1974 63,3 59,4 79,6 39,6 36,3 51,2 42,0 38,4 60,9 68,1 33,0 41,4 50,4 62,9 72,5 
1975 73,9 67,3 84,1 45,0 43,5 60,4 50,8 47,7 74,0 76,7 46,4 54,5 59,9 67,9 81,9 
1976 80,7 71,8 85,2 52,2 51,5 67,0 59,4 55,0 80,2 80,9 53,8 60,4 65,8 72,0 87,5 
1977 87,2 78,2 88,0 62,3 62,9 73,3 64,2 64,9 86,7 86,0 63,3 65,4 72,7 76,6 92,7 
1978 91,1 85,0 91,0 72,3 76,0 80,2 70,8 73,3 87,7 90,6 72,0 72,0 79,6 82,4 95,7 
1979 95,2 90,9 93,6 86,5 89,0 87,9 84,3 84,2 91,9 94,9 83,5 81,9 87,8 90,7 97,4 
1980 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 

1981 105,3 108,8 104,2 127,4 112,6 112,3 113,3 121,4 109,4 102,6 120,3 111,0 111,6 108,0 103,0 
1982 110,4 118,7 107,2 160,9 125,3 125,4 126,8 141,3 115,4 107,4 140,5 116,3 121,7 117,4 104,8 
1983 115,7 125,6 107,7 196,5 139,4 136,5 140,3 163,2 119,5 107,2 169,4 120,4 130,6 120,0 105,4 
1984 120,5 129,1 108,4 231,6 147,0 144,3 146,1 177,8 121,2 104,1 206,1 126,9 137,2 122,2 104,4 
1985 125,7 132,9 110,2 279,7 155,1 150,6 149,9 192,4 123,6 104,5 245,5 133,2 144,0 125,5 103,2 
1986 130,4 137,4 113,1 311,3 166,8 153,9 158,0 203,3 128,0 106,2 278,8 138,8 150,1 128,9 105,0 
1987 130,8 149,1 115,4 343,2 176,I 156,9 161,0 214,8 132,0 108,4 314,0 145,0 155,9 133,2 104,8 
1988 130,0 154,0 115,5 397,9 184,0 158,8 164,1 227,6 133,2 108,7 342,7 154,5 161,2 137,8 104,7 
1989 131,8 156,3 116,6 458,6 192,9 162,3 164,4 241,0 139,1 106,7 373,8 169,3 168,0 141,9 106,0 
1990 136,6 157,9 119,2 553,9 205,7 167,5 171,1 263,5 149,0 108,7 428,1 187,6 178,4 148,2 106,6 

1991 141,4 159,0 126,0 633,9 217,8 173,7 180,2 284,2 154,5 112,3 505,5 202,2 189,4 154,6 107,5 
1992 146,4 159,7 131,9 698,4 228,9 176,3 187,3 299,0 159,3 116,3 568,7 208,2 196,8 160,2 109,1 

• Unit labour costs: adjusted compensation of employees per unit of GDP at constant market prices. 

Sourus: sec Table I. 
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Table 33 

Real unit labour costs3 
Total economy 

( 1980 = /()()) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1960 86,9 94,3 95,I 119,0 91,4 92,9 96,8 98,5 81,4 86,5 89,5 97,9 97,2 98,4 99,6 

1961 85,1 97,3 97,0 111,4 90,8 94,2 97,1 96,1 84,6 89,3 87,9 99,7 97,8 97,7 94,7 
1962 86,7 97,4 97,6 111,1 91,3 94,3 98,0 96,0 84,5 90,4 87,1 100,0 97,7 96,7 96,5 
1963 87,7 96,9 97,9 105,9 94,2 94,7 96,3 98,9 85,2 92,3 87,I 99,1 98,1 96,1 96,3 
1964 87,1 95,7 . 96,5 105,9 95,3 94,2 96,7 100,9 86,0 92,9 86,8 98,1 97,7 96,1 93,8 
1965 87,8 98,8 97,2 104,0 95,2 93,5 95,4 99,2 86,2 93,7 86,3 98,3 97,4 94,9 95,8 
1966 89,2 99,7 98,1 104,5 97,6 92,3 98,0 97,3 86,6 96,4 86,5 98,8 97,4 95,1 93,6. 
1967 89,1 100,0 96,8 104,9 100,4 91,6 96,4 96,8 87,5 95,7 87,5 98,3 96,9 96,2 91,2 
1968 88,4 99,6 95,9 105,2 98,3 93,5 94,7 95,9 84,4 94,6 81,5 97,2 96,2 96,8 89,1 
1969 87,8 98,4 95,2 101,4 97,5 92,5 93,7 93,9 78,0 96,1 81,2 96,8 95,3 98,7 88,5 
1970 85,9 99,5 98,9 98,5 96,6 92,7 96,0 96,4 78,2 97,3 90,8 99,2 97,0 100,2 88,5 

1971 88,4 101,1 99,7 96,8 97,7 93,0 95,9 100,5 85,5 98,8 93,7 98,1 98,0 98,5 92,9 
1972 9Q,I 96,9 99,4 96,0 98,3 92,1 92,3 101,1 85,4 97,7 93,0 98,9 97,9 98,7 93,1 
1973 90,8 96,8 100,8 88,9 98,4 91,6 92,1 100,3 79,8 98,9 89,3 99,7 98,0 98,6 94,6 
1974 92,9 102,0 103,0 91,3 98,2 94,6 99,6 99,2 82,7 101,0 99,7 105,2 100,5 100,1 99,2 
1975 96,8 102,7 102,8 92,5 100,8 98,9 100,3 105,8 101,4 103,3 120,6 109,0 103,9 98,2 104,1 
1976 98,2 100,5 100,4 93,1 102,2 98,9 96,9 103,0 97,9 99,9 120,3 104,7 101,9 98,0 103,8 
1977 98,7 100,0 100,1 98,2 101,4 99,3 92,5 102,4 104,6 99,5 111,9 99,5 100,6 97,8 103,8 
1978 98,7 98,9 99,2 100,9 101,6 98,6 92,4 101,5 100,6 99,5 104,0 98,4 99,7 97,9 102,3 
1979 98,8 98,4 98,1 101,8 101,7 98,1 96,7 101,1 99,1 100,3 101,0 97,9 99,2 99,0 101,1 
1980 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 

1981 100,6 98,8 100,2 106,4 100,5 100,8 96,5 102,4 102,1 97,3 102,3 99,7 100,6 98,6 99,8 
1982 98,5 97,5 98,7 107,4 98,3 100,6 93,7 101,8 97,2 96,0 99,0 97,I 99,3 100,7 99,7 
1983 97,7 95,9 96,0 110,1 98,0 99,8 93,7 102,3 94,2 94,1 95,8 95,6 98,2 99,6 99,5 
1984 96,7 93,3 94,8 107,9 93,1 98,3 91,7 100,0 91,5 89,7 93,5 %,2 96,6 98,0 97,4 
1985 95,1 92,1 94,3 110,7 90,6 97,0 89,4 99,4 90,6 88,4 91,4 95,5 95,6 98,0 94,9 
1986 95,2 91,0 93,8 105,0 87,7 94,1 88,7 97,6 89,9 89,4 86,2 96,2 94,4 98,5 94,9 
1987 93,3 94,3 93,9 101,7 87,5 93,2 88,2 97,3 92,9 91,7 87,3 95,6 94,I 98,8 95,0 
1988 91,2 93,2 92,5 101,8 86,5 91,4 87,1 97,1 91,9 90,3 85,4 95,5 93,0 99,0 94,4 
1989 88,4 90,7 91,0 102,9 84,8 90,I 83,0 96,7 91,4 87,4 82,5 97,9 92,3 98,I 94,1 
1990 88,9 89,5 90,1 105,1 84,3 90,5 85,0 98,4 95,1 86,5 82,2 100,1 92,8 98,5 92,9 

1991 89,3 88,4 91,2 100,3 83,6 91,I 87,7 98,9 95,1 86,3 84,7 101,3 93,3 98,7 92,0 
1992 89,3 87,0 91,3 97,5 83,1 89,8 88,4 98,9 94,7 87,1 85,5 99,5 92,7 98,3 91,6 

• Real unit labour costs: unit labour costs deflated by the GDP price deflator. 
Sources: see Table I. 
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Table 34 

Nominal unit labour costs 
Total economy 
Relative to 19 industrial countries; double export weights 

(USD; 1980 = J(J()J 

B DK D GR E F IRL NL p UK EURl2 USA J 

1960 94,4 77,5 83,4 165,6 66,I 100,4 95,3 107,7 65,5 122,9 97,8 76,8 167,2 68,4 

1961 89,0 79,8 89,8 150,9 64,4 101,4 94,3 103,3 69,0 118,9 99,1 80,2 162,1 68,3 
1962 88,5 81,8 90,3 151,1 66,0 102,1 96,3 105,0 69,9 113,5 100,2 81,7 159,2 70,7 
1963 88,2 83,2 89,6 141,I 71,2 104,8 95,2 113,1 71,9 111,9 97,5 83,2 154,4 72,8 
1964 88,5 83,2 87,6 141,7 74,3 105,1 101,5 118,7 76,2 109,0 96,5 84,0 150,8 72,8 
1965 90,4 88,6 87,2 139,1 78,1 102,8 100,1 116,9 78,5 108,1 97,8 84,7 145,6 76,1 
1966 91,4 91,4 87,1 141,0 83,2 99,7 102,5 112,4 81,8 109,6 98,6 84,7 146,4 74,7 
1967 91,9 93,8 84,4 141,2 88,0 99,1 100,2 111,8 83,1 111,5 95,8 82,4 147,9 74,2 
1968 91,5 93,4 83,9 142,5 78,2 104,3 93,2 111,1 84,4 105,7 84,2 78,3 155,5 74,6 
1969 90,3 94,2 85,3 136,3 77,2 100,3 95,8 107,9 87,7 107,6 84,4 77,7 159,4 73,8 
1970 85,4 95,2 97,0 125,4 75,4 90,4 99,1 108,8 85,9 114,9 86,1 81,2 156,9 72,8 

1971 85,9 95,5 · 100,9 114,9 75,7 86,9 102,1 111,7 87,9 114,9 86,6 83,5 146,4 77,4 
1972 89,9 94,4 101,8 105,5 79,3 88,9 101,5 111,8 90,8 113,9 85,8 85,8 134,5 86,0 
1973 90,7 102,3 111,2 98,7 83,2 90,8 100,5 103,8 95,3 112,2 76,0 87,9 120,2 96,3 
1974 93,0 106,8 110,9 107,5 86,4 85,8 96,4 97,4 97,9 127,7 77,6 86,3 115,4 100,2 
1975 96,8 108,2 102,4 97,0 88,2 97,5 92,2 102,6 99,2 150,1 83,2 91,7 107,1 97,6 
1976 100,8 108,8 100,2 99,2 88,8 96,9 89,3 91,6 100,I 146,7 73,2 83,3 110,3 101,9 
1977 107,2 108,9 102,8 106,7 88,1 93,5 86,4 93,1 104,3 125,3 70,2 84,0 108,3 111,1 
1978 107,6 110,5 104,2 105,2 89,8 94,3 88,9 92,5 105,4 105,5 72,5 86,0 99,6 130,4 
1979 106,0 109,3 103,5 110,5 106,4 96,6 97,2 95,8 104,5 95,9 81,5 93,8 99,6 112,9 
1980 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 

1981 91,2 92,4 89,4 105,2 93,1 93,8 94,8 98,5 90,3 106,1 102,6 85,7 112,1 107,1 
1982 80,8 90,1 88,7 113,8 90,2 89,6 98,1 99,7 92,8 100,4 95,3 79,9 127,7 95,5 
1983 79,0 91,1 88,0 108,8 79,3 86,8 100,2 106,8 90,5 91,3 88,1 75,5 133,4 102,9 
1984 78,1 87,4 83,9 106,4 79,0 84,7 96,7 106,5 83,6 88,9 86,0 69,9 143,2 104,8 
1985 79,5 87,9 82,4 104,5 78,6 86,3 96,8 106,0 81,2 90,5 87,3 69,8 149,1 103,0 
1986 84,3 92,9 90,1 88,5 80,4 88,7 102,2 112,5 85,8 91,5 81,6 76,6 120,0 129,0 
1987 85,4 101,7 95,2 85,4 82,4 88,5 98,7 116,8 89,4 92,7 82,0 82,3 106,2 134,7 
1988 81,8 100,1 91,7 89,6 86,4 85,1 96,2 116,8 87,1 93,5 90,2 80,7 100,5 143,7 
1989 79,9 95,5 88,2 92,7 91,3 83,0 91,4 120,6 82,1 95,4 93,1 78,4 104,9 134,4 
1990 83,4 98,5 90,5 98,3 97,5 86,4 95,3 131,0 82,8 102,7 98,2 88,1 98,4 115,5 

1991 81,7 92,3 89,8 94,5 97,5 82,9 93,8 131,8 80,5 116,2 101,4 86,0 98,2 120,7 

For a detailed commentary on the method used, see European Economy No 8, March 1981. 
EUR 12: against 9 non-member countries (Australia, Austria, Canada, Finland, Japan, Norway, Sweden, Switzerland, USA). 

Sources: see Table L 
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Table 35 

Exports of goods and services at current prices 
( Percentage of GDP at market prices) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1960 39,9 32,2 18,8 9,1 9,9 14,5 31,8 13,0 86,7 47,7 17,5 20,9 19,5 5,2 10,7 

1961 41,2 29,9 17,9 9,3 9,6 14,0 34,6 13,3 86,9 45,5 16,4 20,6 18,9 5,1 9,3 
1962 42,8 28,5 17,2 9,7 9,8 12,9 32,3 13,2 79,9 44,8 18,7 20,1 18,4 5,0 9,4 
1963 44,0 30,3 17,7 10,0 9,2 12,7 33,6 12,7 77,7 44,9 19,1 20,0 18,3 5,0 9,0 
1964 44,9 29,7 17,9 9,2 10,5 12,7 33,4 13,3 78,8 43,5 25,6 19,4 18,5 5,3 9,5 
1965 44,3 29,2 . 17,9 9,0 10,2 13,3 34,8 14,9 80,7 42,9 26,8 19,2 18,7 5,2 10,5 
1966 46,1 28,4 19,0 11,3 10,7 13,4 37,2 15,3 77,2 41,7 27,1 19,4 19,1 5,2 10,6 
1967 - 45,I 27,2 20,3 10,7 9,8 13,2 37,8 15,0 78,5 40,5 27,2 19,1 19,1 5,2 9,6 · 
1968 47,3 27,5 21,2 9,6 11,3 13,3 38,8 15,8 80,5 41,0 25,0 21,4 20,1 5,3 10,1 
1969 51,5 27,4 21,6 9,7 11,6 14,1 37,3 16,5 84,3 42,5 24,4 22,3 20,8 5,3 10,5 
1970 53,9 27,9 21,1 10,0 12,9 15,8 37,0 16,4 88,9 44,8 24,4 23,1 21,5 5,8 10,8 

1961-70 46,1 28,6 19,2 9,8 10,5 13,5 35,7 14,6 81,3 43,2 23,5 20,5 19,3 5,2 9,9 

1971 52,5 27,6 20,9 10,3 13,8 16,4 36,1 16,9 88,1 45,4 25,1 23,2 2i,7 5,6 11,7 
1972 53,1 27,1 20,8 11,7 14,2 16,7 34,6 17,7 82,9 45,0 27,2 21,8 21,6 5,8 10,6 
1973 57,8 28,5 22,0 14,2 14,2 17,6 38,0 17,4 89,3 47,4 26,7 23,7 22,7 6,9 10,0 
1974 63,7 31,8 26,4 16,I 14,0 20,7 42,6 20,2 102,6 53,9 26,9 28,0 26,2 8,5 13,6 
1975 55,8 30,1 24,5 16,9 13,2 19,1 42,7 20,5 92,5 49,9 20,4 25,9 24,4 8,5 12,8 
1976 58,7 28,8 25,6 17,6 13,4 19,6 46,3 22,1 88,1 51,0 17,4 28,5 25,7 8,2 13,6 
1977 57,6 28,8 25,3 16,8 14,1 20,5 49,4 23,2 86,9 47,6 18,4 30,1 26,1 7,8 13,1 
1978 55,6 27,8 24,8 17,6 14,8 20,4 49,9 23,4 83,8 44,9 20,1 28,5 25,6 8,1 11,1 
1979 60,8 29,2 25,0 17,5 14,6 21,2 49,7 24,3 90,9 49,1 27,1 28,0 26,3 9,0 11,6 
1980 62,9 32,7 26,2 20,9 15,4 21,5 49,6 21,9 88,2 52,5 27,4 27,4 26,6 10,1 13,7 

1971-80 57,8 29,2 24,1 16,0 14,2 19,4 43,9 20,8 89,3 48,7 23,7 26,5 24,7 7,9 12;2 

1981 68,2 36,5 28,6 20,6 17,6 22,6 48,5 23,3 86,5 58,0 25,9 26,8 28,1 9,7 14,8 
1982 71,8 36,4 29,6 18,4 18,2 21,8 48,1 23,0 88,8 57,6 26,4 26,4 28,1 8,6 14,6 
1983 74,7 36,4 28,5 19,8 20,7 22,5 52,4 22,1 90,0 57,7 31,3 26,6 28,3 7,8 14,0 
1984 79,1 36,7 30,3 21,7 23,0 24,1 59,5 22,7 100,9 62,1 37,2 28,6 30,3 7,5 15,1 
1985 76,9 36,7 31,9 21,2 22,7 23,9 60,7 22,8 108,6 63,5 37,3 29,0 30,6 7,0 14,6 
1986 70,7 32,0 29,7 22,4 19,9 21,2 55,2 20,3 101,1 54,2 33,2 25,9 27,5 7,3 11,5 
1987 69,3 31,4 28,5 24,7 19,3 20,7 58,8 19,6 97,9 52,7 34,3 25,8 26,9 7,8 10,5 
1988 72,6 32,3 29,0 24,0 18,9 21,5 63,0 19,4 100,6 54,8 35,5 23,3 26,8 8,9 10,3 
1989 76,7 34,3 30,9 23,5 18,1 23,3 66,9 20,6 102,8 57,9 37,2 24,3 28,2 9,4 11,5 
1990 74,2 34,9 31,3 22,6 17,2 22,9 62,1 20,8 98,4 56,6 36,4 24,2 28,1 9,8 12,1 · 

1981-90 73,4 34,8 29,8 21,9 19,6 22,5 57,5 21,4 97,6 57,5 33,5 26,1 28,3 8,4 12,9 

1991 74,4 35,8 33,7 20,7 17,1 22,7 63,5 20,3 97,8 56,4 32,0 23,8 28,3 10,0 11,8 
1992 75,1 37,3 34,4 21,2 17;3 23,2 65,0 20,3 97,9 58,3 30,0 24,2 28,8 10,2 12,3 

Sourus: see Table I. 

248 



Table 36 

Exports of goods and services at constant prices 
( National currency; annual percentage change) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1961 9,2 4,3 3,7 14,5 7,9 5,1 17,2 14,7 3,2 2,3 1,9 3,1 5,4 0,6 5,3 
1962 10,1 4,9 4,1 10,0 12,8 1,8 -1,0 10,3 -1,9 6,2 22,7 1,8 5,1 5,2 17,2 
1963 8,2 10,0 8,0 6,7 3,8 7,1 9,6 6,5 3,5 6,0 7,2 1,5 5,7 7,0 7,0 
1964 9,4 8,5 8,5 1,6 25,5 6,6 8,2 10,8 13,4 11,3 39,9 3,8 8,8 11,8 21,7 
1965 6,1 7,9 6,6 12,7 6,9 11,5 8,9 20,0 6,2 7,6 13,5 4,4 8,5 1,9 23,7 
1966 7,7 3,9 10,1 34,4 15,2 6,6 10,6 11,2 -0,3 5,2 12,8 5,2 8,2 6,4 17,0 
1967 4,3 4,0 7,7 5,1 -4,7 7,3 10,3 7,2 2,1 6,6 8,3 1,0 5,0 3,1 6,7 
1968 12,2 9,3 13,0 -1,0 18,4 9,4 9,0 13,9 10,7 12,8 -0,5 12,7 12,2 3,2 23,9 
1969 15,3 6,2 9,3 14,6 15,6 15,7 4,6 11,8 13,8 14,9 8,7 9,2 11,7 4,8 20,8. 
1970 10,2 5,6 5,8 12,4 17,4 16,1 18,8 5,8 7,8 11,9 5,4 5,4 8,7 9,5 17,5 

1961-70 9,2 6,4 7,6 10,7 11,6 8,7 9,5 11,1 5,7 8,4 11,5 4,8 1,9 5,3 15,9 

1971 4,5 5,6 6,3 11,9 14,2 9,8 4,1 7,0 4,0 10,7 11,9 6,8 7,7 0,0 16,1 
1972 11,1 5,6 7,1 22,9 13,4 12,1 3,6 9,5 5,1 10,0 20,2 0,8 8,1 15,2 4,2 
1973 14,2 7,8 10,7 23,4 10,0 11,0 10,9 3,9 14,0 12,1 9,2 11,9 10,5 18,7 5,8 
1974 3,8 3,5 11,7 0,1 -1,0 9,1 0,7 5,9 10,3 2,6 -13,3 6,9 6,3 7,9 23,7 
1975 -8,2 -1,8 -7,2 10,6 -0,4 -1,1 7,6 1,8 -15,8 -3,1 -16,4 -3,2 -3,5 -0,9 0,8 
197 12,9 4,1 10,2 16,4 5,0 8,5 8,1 . 10,2 1,0 9,9 -0,8 8,8 9,3 3,8 16,9 
197 ' 2,2 4,1 3,8 1,8 12,1 8,0 14,0 11,6 4,2 -1,8 4,1 6,5 5,7 1,6 11,7 
1978 2,3 1,2 3,3 16,4 10,7 6,6 12,3 9,4 3,4 3,3 9,1 1,6 4,9 · 9,7 -1,0 
1979 7,0 8,4 4,1 6,7 5,6 7,7 6,5 8,7 9,4 7,4 33,0 3,8 6,5 8,7 3,3 
1980 2,5 5,2 5,1 6,9 2,3 2,4 6,4 -8,5 -2,1 1,5 2,2 -0,1 0,9 10,8 17,5 

1971-80 5,0 4,3 5,4 11,4 7,0 7,4 7,3 5,8 3,0 5,1 5,0 4,3 5,6 7,4 9,6 

1981 2,6 8,2 7,7 -5,9 8,4 3,6 2,0 6,2 -4,6 2,1 -4,4 -0,8 3,8 -0,4 14,2 
1982 1,3 2,5 3,3 -7,2 4,8 -1,8 5,5 0,0 0,0 -0,3 4,7 0,9 1,1 -8,3 1,0 
1983 2,7 4,9 -0,9 8,0 10,1 3,7 10,5 2,6 5,3 3,3 13,6 2,0 2,8 -2,4 7,0 
1984 5,3 3,5 7,9 16,9 11,7 6,7 16,6 6,6 18,0 7,2 11,6 6,6 7,5 6,5 17,6 
1985 1,1 5,0 7,0 1,3 2,7 2,0 6,6 3,7 9,8 5,3 6,7 5,8 4,5 2,7 4,7 
1986 5,6 0,0 -0,5 14,0 1,6 -1,3 2,9 2,4 3,4 3,4 6,8 4,6 2,1 12,0 -4,8 
1987 6,4 5,1 0,7 16,0 6,1 2,9 13,4 3,2 5,5 4,0 8,6 5,8 4,1 16,4 -0,1 
1988 8,3 7,3 5,1 9,0 5,2 8,0 8,7 4,2 8,1 8,1 10,2 0,3 5,4 18,7 5,1 
1989 6,9 6,0 10,0 2,1 2,9 10,8 10,1 9,2 7,2 4,6 16,5 4,3 7,7 11,9 15,4 
1990 5,0 8,7 9,1· -0,3 4,2 5,2 6,3 7,5 2,3 5,2 10,9 4,8 6,3 8,4 10,9 

1981-90 4,5 5,1 4,9 5,1 5,7 3,9 8,2 4,5 5,3 4,3 8,4 3,4 4,5 6,2 6,9 

1991 3,6 6,2 13,7 1,6 6,6 2,6 4,6 2,6 2,2 3,9 -0,3 1,6 5,4 5,5 4,5 
1992 4,4 7,3 5,7 4,0. 7,0 5,2 6,2 4,2 3,7 4,8 3,3 5,7 5,3 6,0 7,5 

Sources: see Table I. 
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Table 37 

Intra-Community exports of goods at current prices 
Foreign trade statistics 

( Percentage of GDP at market prices) 

B/L DK D GR E F IRL NL p UK EUR 12 

1960 19,6 14,1 6,4 2,5 3,6 4,3 19,6 3,7 21,1 5,1 3,3 6,0 

1961 20,1 12,7 6,6 2,2 3,1 4,7 21,6 4,0 20,9 4,8 3,6 . 6,2 
1962 21,6 12,0 6,6 2,8 2,7 4,6 19,0 4,3 21,2 5,3 4,0 6,4 
1963 23,9 12,8 7,3 2,6 2,3 4,7 20,0 4,0 22,1 5,5 4,2 6,7 
1964 25,0 12,3 7,4 2,7 2,7 4,9 20,7 4,7 22,5 6,6 4,2 6,9 
1965 26,1 11,6 7,3 2,6 2,2 5,2 19,3 5,5 22,2 6,8 4,0 7,1 
1966 26,1 10,8 7,9 2,7 2,2 5,4 19,6 5,7 21,3 6,6 4,1 7,2 
1967 25,2 9,9 8,4 3,3 2,1 5,2 21,6 5,4 20,8 6,6 3,9 7,1 
1968 27,5 9,6 8,9 3,3 2,3 5,3 21,7 5,9 22,1 6,4 4,4 7,7 
1969 31,9 9,3 9,6 3,2 2,5 6,2 20,6 6,3 23,9 6,8 4,9 8,6 
1970 33,1 9,2 9,2 3,5 3,1 7,2 21,4 6,4 25,5 6,7 5,1 9,0 

1971 32,4 8,9 9,5 3,4 7,6 22,1 6,8 26,9 7,0 5,2 9,3 
1972 33,5 9,0 9,1 3,4 8,0 22,9 7,4 26,7 7,5 5,1 9,5 
1973 35,7 10,4 9,9 3,7 8,5 24,9 7,4 28,4 8,2 6,0 10,3 
1974 36,5 10,8 11,4 4,0 9,7 29,0 8,3 32,1 8,5 7,3 11,7 
1975 32,6 10,8 10,I 3,4 8,1 30,7 8,1 29,7 7,0 6,6 10,5 
1976 35,7 10,3 11,2 4,0 8,6 30,8 9,2 31,4 6,3 7,9 11,6 
1977 34,0 9,9 11,0 4,1 8,9 34,3 9,4 28,3 6,7 8,9 11,6 
1978 33,3 10,2 10,8 4,4 8,9 34,6 9,7 26,5 7,9 8,9 11,5 
1979 37,1 11,3 11,6 4,7 9,6 34,9 10,3 30,2 10,5 9,6 12,3 
1980 38,5 13,2 12,I 5,1 9,3 33,5 8,9 32,1 10,8 9,5 12,3 

1981 39,5 13,5 12,6 5,1 5,0 9,1 30,4 8,4 35,1 9,7 9,0 12,2 
1982 42,6 13,9 13,5 5.3 5,5 8,8 30,6 8,8 35,3 10,9 9,0 12,5 
1983 44,1 14,3 13,0 6,8 6,3 9,2 33,1 8,5 36,1 13,8 9,3 12,7 
1984 45,3 13,3 13,9 7,8 7,5 9,9 37,9 8,4 39,9 16,7 10,3 13,5 
1985 45,0 13,3 14,6 7,4 7,5 9,9 38,0 8,9 42,2 17,2 10,6 13,9 
1986 43,0 12,3 13,8 9,1 7,0 9,4 36,0 8,7 36,4 16,6 9,1 13,0 
1987 42,3 12,4 13,9 9,5 7,3 9,7 39,3 8,6 34,5 17,7 9,3 13,0 
1988 43,3 12,5 14,5 6,7 7,5 11,0 42,3 8,8 34,9 18,8 8,7 13,3 
1989 46,0 13,6 15,7 9,1 7,6 11,9 45,2 9,2 39,2 19,9 9,0 14,2 
1990 44,1 14,1 14,4 7,9 7,7 11,7 41,7 9,1 37,4 20,0 9,7 13,8 

1991 44,6 14,5 13,2 7,5 8,0 11,6 42,6 8,9 38,6 17,6 10,0 13,6 
1992 45,l 15,I 13,4 7,6 8,2 11,8 43,6 8,9 39,7 16,7 10,2 13,7 
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Table 38 

Extra-Community exports of goods at current prices 
Foreign trade statistics 

( Percentage of GDP at market prices) 

B/L DK D GR E F IRL NL p UK EUR 12 

1960 12,7 10,6 9,5 3,3 2,4 6,9 4,6 5,5 13,4 8,1 11,0 8,7 

1961 11,6 10,2 8,9 3,4 2,0 6,2 4,9 5,5 12,7 7,4 10,4 8,1 
1962 11,1 10,0 8,1 3,1 2,0 5,3 4,8 5,1 11,7 7,7 9,7 7,4 
1963 10,1 10,8 8,0 3,6 1,7 5,0 4,8 4,9 10,7 8,1 9,7 7,1 
1964 10,1 10,7 8,0 3,1 2,0 4,9 3,9 4,9 10,1 8,9 9,5 7,1 
1965 10,8 10,7 8,3 2,9 1,9 4,9 3,7 5,3 9;9 8,6 9,6 7,2 
1966 10,6 10,7 8,6 3,4 2,3 4,7 4,6 5,4 9,9 8,5 9,6 7,3 
1967 10,2 10,4 9,2 3,6 2,4 4,6 6,9 5,5 9,8 8,7 9,1 7,2 
1968 10,9 10,9 9,7 2,7 3,0 4,7 7,5 5,9 9,6 8,7 10,2 7,7 
1969 10,7 11,4 9,6 3,0 3,0 4,6 7,5 6,0 9,5 8,6 10,6 7,7 
1970 10,9 11,6 9,3 3,0 3,2 5,2 7,4 5,9 9,6 8,6 10,5 7,8 

1971 10,7 11,2 9,5 2,6 3,4 5,2 · 6,9 6,0 9,1 8,2 10,8 7,9 
1972 10,7 11,0 8,9 3,2 3,6 5,2 6,0 6,2 8,4 7,7 10,0 7,6 
1973 . 11,8 11,4 9,6 3,8 3,4 5,5 7,2 6,0 9,6 7,9 10,8 ~.o 
1974 14,1 13,2 12,1 5,0 3,8 7,1 8,8 8,3 11,9 8,3 12,6 10,0 
1975 12,2 12,4 11,5 5,3 3,7 7,1 7,0 8,4 11,0 ·6,0 12,1 9,5 
1976 11,6 11,6 11,7 5,6 4,0 7,1 8,6 8,6 11,0 5,4 12,7 9,7 
1977 12,5 11,8 11,9 5,4 4,2 7,4 9,4 9,2 10,7 5,7 13,6 10,1 
1978 12,2 10,5 11,4 5,1 4,5 6,9 9,0 9,1 9,9 5,6 13,2 9,7 
1979 12,7 11,0 11,0 5,1 4,5 7,2 9,0 9,0 10,2 7,2 12,0 9,5 
1980 13,7 12,3 11,5 6,8 4,5 7,4 10,1 8,1 10,6 7,3 11,6 9,6 

1981 15,3 14,7 13,0 6,5 5,8 8,3 11,7 9,9 12,2 7,0 11,7 10,7 
1982 15,9 14,0 13,1 5,8 5,6 7,9 11,3 9,2 . 11,7 6,6 11,7 10,5 
1983 17,1 14,7 12,7 6,0 6,2 8,1 13,2 · 8,8 12,0 7,9 10,8 10,4 
1984 19,0 16,5 13,8 6,4 6,8 8,8 15,6 . 9,2 13,5 9,9 11,6 11,3 
1985 18,6 16,4 14,7 6,2 6,5 8,5 16,5 9,4 13,5 10,0 11,1 11,3 
1986. 15,5 14,0 13,4 5,2 4,4 6,9 13,6 7,4 11,2 7,6 9,7 9,6 
1987 14,2 13,1 12,4 4,6 4,9 6,4' 13,7 6,7 10,9 7,1 9,5 9,1 
1988 14,7 12,6 12,3 3,6 4,8 6,9 14,2 6,6 11,5 7,2 8,6 9,0 
1989 16,1 13,3 12,9 4,8 4,6 7,4 15,1 7,0 12,2 7,7 8,9 9,4 
1990 14,I 12,9 12,1 4,3 4,0 7,0 13,5 6,5 11,1 6,9 8,6 8,7 

1991 13,6 13,0 11,1 4,2 3,7 6,8 13,5 6,2 10,4 5,7 7,6 8,2 
1992 13,7 13,5 11,2 4,1 3,8 7,0 13,7 6,2 10,9 5,0 7,7 8,3 
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Table 39 

Imports of goods and services at current prices 
( Percentage of GDP at market prices) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1960 40,8 33,4 16,2 16,7 7,2 12,4 37,3 13,5 73,7 45,9 23,7 22,3 18,9 4,4 10,2 

1961 42,1 31,5 15,5 16,4 9,1 12,2 39,8 13,5 80,2 45,4 27,7 20,9 18,4 4,2 10,9 
1962 43,0 31,6 16,0 16,9 10,8 12,0 38,9 13,9 79,2 44,5 23,5 20,3 18,4 4,3 9,3 
1963 45,2 30,0 16,0 18,0 11,5 12,3 40,8 15,1 77,5 45,6 24,3 20,4 18,8 4,3 9,8 
1964 45,3 31,8 16,3 19,0 11,8 12,9 41,0 13,4 78,8 45,6 29,9 21,1 19,0 4,3 9,7 
1965 44,5 30,7. 17,6 20,3 13,5 12,4 43,9 12,7 79,9 43,6 31,5 20,0 18,9 4,4 9,1 
1966 46,9 30,0 17,3 18,8 13,9 13,I 43,2 13,7 75,1 43,1 31,0 19,5 19,0 4,8 9,0 
1967 44,7 29,2 16,6 18,0 12,3 13,0 40,9 14,2 70,6 41,4 29,5 20,2 18,7 4,9 9,4 · 
1968 47,0 28,9 17,6 18,4 13,2 13,3 45,2 14,0 70,4 41,0 29,8 22,2 19,5 5,2 9,0 
1969 50,4 29,6 18,8 18,7 13,8 14,6 46,3 15,3 69,7 42,7 28,6 21,8 20,4 5,2 8,9 
1970 51,3 30,9 19,0 18,4 13,9 15,3 45,0 16,3 76,1 46,6 . 30,9 22,2 21,1 5,5 9,5 

1961-70 46,1 30,4 17,1 18,3 12,4 13,1 42,5 14,2 75,8 43,9 28,7 20,9 19,2 4,7 9,5 

1971 50,2 29,4 19,1 18,4 13,1 15,3 43,4 16,2 84,8 45,7 32,1 21,7 20,9 5,6 9,0 
1972 49,4 26,5 18,8 .20,0 14,1 15,7 39,9 16,9 77,2 42,2 31,9 21,8 20,8 6,1 8,3 
1973 55,4 30,4 19,1 25,2 15,1 16,7 44,8 19,4 77,0 44,2 33,7 26,1 22,9 6,7 10,0 
1974 63,0 34,7 21,7 25,6 18,8 21,7 57,2 24,3 81,7 51,2 42,2 33,0 27,8 8,6 14,3 
1975 55,3 31,0 21,6 26,9 17,0 17,9 48,8 20,6 88,5 46,5 32,8 27,6 24,5 7,6 12,8 
1976 58,2 33,5 23,2 25,8 17,8 20,3 54,2 23,2 82,7 47,6 30,9 29,6 26,4 8,4 12,8 
1977 58,2 32,5 23,0 25,2 16,2 20,4 58,5 22,2 83,2 46,3 33,5 29,3 25,9 9,1 I ,5 
1978 '56,3 29,9 22,3 24,6 14,1 19,1 59,8 21,2 82,8 44,9 32,5 27,1 24,5 9,4 9,4 
1979 62,6 32,1 24,4 25,3 14,4 20,6 66,1 23,2 87,2 49,6 37,9 27,6 26,4 10,1 12,5 
1980 65,4 33,8 26,7 26,2 17,8 22,7 63,0 24,6 89,6 53,0 42,0 25,1 27,8 10,7 14,6 

1971-80 57,4 31,4 22,0 24,3 15,9 19,0 53,6 21,2 83,5 47,1 34,9 26,9 24,8 8,2 11,5 

1981 69,8 35,8 27,8 27,1 19,8 23,5 62,7 25,3 89,8 54,5 45,2 23,9 28,5 10,3 14,0 
1982 72,9 35,9 27,2 28,7 20,2 23,7 55,4 24,0 90,9 53,4 45,0 24,5 28,3 9,5 13,8 
1983 72,9 34,4 26,6 30,1 21,4 22,6 55,2 21,4 90,4 53,9 44,1 25,7 27,8 9,5 12,2 
1984 77,4 35,5 28,0 29,9 20,9 23,5. 59,8 23,0 99,7 56,9 · 45,2 28,7 29,5 10,5 12,4 
1985 74,4 36,3 28,3 32,8 20,8 23,2 58,8 23,2 103,4 58,7 41,4 28,0 29,4 10,1 11,2 
1986 66,7 32,5 24,4 31,0 17,7 20,2 52,6 18,8 96,4 49,7 35,9 26,6 25,7 10,6 7,5 
1987 66,2 29,6 23,4 32,0 19,2 20,6 52,2 18,9 98,1 . 49,6 41,5 26,8 25,7 11,2 7,3 
1988 68,9 29,2 23,8 30,5 · 20,0 21,4 53,8 19,2 99,0 50,5 46,3 26;8 26,3 11,2 8,0 
1989 73,3 30,8 25,6 32,3 21,3 23,0 57,2 20,6 100,8 53,9 46,3 27,9 27,9 11,2 10,0 
1990 71,1 29,5 25,9 33,6 20,5 22,9 54,0 20,7 100,0 51,7 46,0 26,4 27,4 11,3 11,1 

1981-90 71,4 33,0 26,1 30,8 20,2 22,5 56,2 21,5 96,8 53,3 43,7 26,5 27,6 10,5 10,8 

1991 71,3 29,9 27,8 30,1 20,2 22,4 56,3 20,1 101,4 50,7 42,2 24,2 27,1 10,8 10,1 
1992 72,0 30,8 28,3 30,1 20,5 22,7 57,4 20,2 102,0 52,3 40,3 25,0 27,6 11,0 10,5 

Sources: see Table I. 
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Table 40 

Imports of goods and services at constant prices 
I National currency; anm,a/ perantage change) 

B DK D GR E F IRL L NL p UK EURl2 USA J 

1961 7,2 4,4 7,8 12,7 40,1 6,9 13,7 13,7 7,4 6,4 24,9 -0,6 7,0 0,7 26,4 
1962 8,2 13,4 12,6 10,1 34,4 6,7 5,4 14,9 3,2 6,5 -8,7 2,1 8,6 11,5 -1,1 
1963 8,6 -1,1 3,2 15,4 23,5 14,1 I0,6 22,5 3,6 9,8 I0,4 2,0 9,0 1,6 19,5 
1964 8,9 19,6 9,8 15,3 13,0 15,I 12,9 -6,1 14,4 14,9 30,8 I0,8 9,6 5,2 13,7 
1965 6,6 6,9 14,8 21,2 33,I 2,3 11,0 2,0 4,3 6,1 14,3 1,1 7,3 9,4 5,6 
1966 9,9 5,4 2,4 -0,5 19,0 10,6 3,5 14,0 -2,5 · 7,0 8,1 2,5 7,1 12,6 12,2 
1967 1,6 4,5 -1,0 7,1 -3,3 8,4 3,7 13,5 -4,8 6,3 8,9 7,2 5,2 5,1 22,7 
1968 11,7 4,9 13,5 10,3 8,1 12,8 15,7 5,9 9,3 13,0 14,6 7,9 10,4 14,0 12,1 
1969 15,5 13,1 17,0 15,5 15,7 19,5 13,4 19,3 11,3 14,1 4,3 2,9 13,7 5,8 13,7 · 
1970 7,6 9,3 14,4 6,2 7,0 6,3 8,6 16,0 14,6 14,7 9,9 5,1 10,3 4,1 22,9 

1961-70 8,5 7,9 9,3 11,2 18,3 I0,2 9,8 11,3 5,9 9,8 . 11,3 4,1 8,8 6,9 14,5 

1971 3,6 -0,7 10,8 7,6 0,7 6,7 4,7 2,9 7,6 6,1 14,6 5,2 6,0 6,5 5,7 
1972 9,6 1,5 5,9 15,4 24,3 13,7 5,1 9,1 2,8 4,8 12,1 9,4 9,5 13,0 10,3 
1973 18,5 12,8 4,3 32,2 16,7 13,7 19,0 9,3 10,6 11,0 12,7 11,5 11,4 I0,4 24,3 
1974 4,4 -3,8 -0,7 -: 16,3 8,0 0,8 -2,3 1,4 5,9 -0,8 4,6 0,8 0,9 -3,9 4,6 
1975 -9,0 -4,8 0,9 6,3 -0,9 -9,5 -I0,2 -12,5 -9,4 -4,1 -24,2 -6,9 -6,5 -10,5 -9,9 
1976 12,2 15,6 11,6 6,1 9,8 17,6 14,7 13,4 0,9 10,1 5,2 4,7 11,1 19,4 6,0 
1977 4,8 0,0 3,3 8,0 -5,5 0,8 13,3 1,9 1,5 2,9 I0,8 1,4 2,1 12,0 3,9 
1978 2,6 O,l 6,5 7,2 -1,0 3,5 15,7 4,9 5,7 6,3 0,2 3,8 4,3 5,9 5,7 
1979 9,0 5,0 9,7 7,2 11,4 10,4 13,9 11,5 6,7 6,0 12,6 9,7 9,7 1,3 12,0 
1980 -0,4 -6,8 3,5 -8,0 3,3 2,3 -4,5 3,1 3,7 -0,4 6,9 -3,5 0,9 -8,2 -8,7 

1971-80 5,3 1,7 5,5 5,9 6,3 5,7 6,5 4,3 3,5 4,1 4,9 3,5 4,8 4,2 5,0 

1981 -2,9 -1,7 -2,9 3,6 -4,2 -2,3 1,7 -3,9 -3,0 -5,8 2,3 -2,8 -3,0 2,4 1,7 
1982 0,2 3,8 -1,3 7,0 3,9 2,3 -3,I -0,7 -0,3 1,1 3,9 4,9 1,4 -2,2 0,4 
1983 -1,3 1,8 1,8 6,6 -0,6 -2,7 4,7 -1,7 1,2 3,9 -6,1 6,3 1,0 12,2 -2,7 
1984 5,6 5,5 5,4 0,2 -1,0 2,6 9,9 11,3 13,9 5,0 -4,4 9,9 5,9 23,0 I0,9 
1985 0,7 8,1 3,5 12,8 6,2 4,2 3,2 4,7 6,7 6,5 1,4 2,5 4,0 5,0 -0,4 
1986 7,5 6,8 3,1 3,8 14,8 6,7. 5,6 5,0 5,7 3,6 16,9 6,9 6,1 I0,9 4,6 
1987 8,5 -2,0 4,3 16,6 20,2 7,6 5,0 10,6 7,8 4,9 20,0 7,9 8,3 8,8 6,2 
1988 7,8 1,4 5,8 8,0 14,3 8,4 3,9 7,4 6,3 6,8 16,1 12,8 8,7 5,6 18,4 
1989 8,1 4,2 8,6 9,9 17,0 8,5 10,9 9,9 8,8 5,9 I0,5 6,9 8,9 5,9 21,5 
1990 4,6 2,1 I0,4 11,3 · 8,1 6,4 6,0 6,7 3,4 4,6 13,6 1;3 6,3 3,9 11,9 

1981-90 3,8 2,9 3,8 7,9 7,6 4,1 4,7 4,8 4,9 3,6 7,0 5,6 4,7 7,4 7,0 

1991 3,4 3,5 13,4 -1,8 8,1 1,9 4,0 3,9 3,4 3,7 5,8 -2,5 4,6 0,9 -1,9 
1992 4,5 5,7 5,8 2,8 7,5 3,7 5,1 5,0 4,1 3,4 6,2 6,4 5,3 5,4 9,0 

Sources: see Table I. 
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Table 41 

Intra-Community imports of goods at current prices 
Foreign trade statistics 

I Percentage of GDP at market price,) 

B/L DK D GR E F IRL NL p UK EUR 12 

1960 19,2 16,5 5,6 9,0 2,2 3,6 22,9 4,4 21,0 11,3 3,9 6,0 

1961 20,3 15,5 5,5 9,1 2,9 3,8 25,3 4,5 23,1 13,8 3,8 6,2 
1962 20,8 15,1 5,7 9,5 4,2 4,2 25,0 4,9 22,6 11,0 3,8 6,4 
1963 22,3 13,8 5,8 9,2 4,8 4,6 26,5 5,6 23,8 10,7 3,8 6,7 
1964 23,2 14,5 6,1 9,2 5,2 4,9 26,3 4,8 24,1 11,5 4,2 7,0 
1965 23,4 13,8 7,1 9,9 6,1 4,8 26,3 4,2 23,2 12,8 4,1 7,1 
1966 25,0 13,2 6,9 9,7 6,3 5,4 24,7 4,7 22,9 13,l 4,2 7,3 
1967 23,3 12,3 6,7 9,2 5,3 5,4 24,0 5,1 21,7 12,3 4,6 7,3 
1968 25,1 12,3 7,4 9,7 5,1 6,0 27,9 5,1 22,0 12,l 5,1 7,8 
1969 27,9 13,0 8,4 9,5 5,4 7,2 29,0 5,9 23,6 12,6 5,0 8,7 
1970 28,6 13,5 8,4 10,0 5,1 7,4 29,3 6,6 25,3 13,5 5,1 9,0 

1971 31,0 12,0 9,0 9,9 4,8 7,6 27,6 6,6 24,4 13,8 5,5 9,3 
1972 30,6 11,1 8,7 10,4 5,3 8,0 26,6 7,2 23,0 13,3 5,9 9,5 
1973 33,6 12,9 8,6 10,9 5,7 8,5 30,7 8,5 24,1 13,4 7,6 10,3 
1974 35,9 14,5 9,2 10,4 6,2 9,7 38,1 9,8 26,0 16,5 9,0 11,6 
1975 32,9 13,0 9,3 11,5 5,3 8,2 31,6 8,1 23,6 fl,6 7,9 10,4 
1976 35,2 14,5 10,0 11,1 5,2 9,5 35,4 9,5 23,8 12,8 8,5 11,5 
1977 34,5 14,0 10,1 11,7 5,0 9,5 37,5 8,9 22,9 14,8 10,1 11,7 
1978 34,6 13,2 10,0 11,2 4,4 9,3 39,2 8,8 22,7 15,0 9,8 11,4 
1979 35,0 14,7 10,9 11,3 4,7 10,2 46,3 9,7 24,7 16,2 10,6 12,2 
1980 36,0 14,9 11,4 10,9 4,9 10,6 43,5 10,2 24,8 17,1 9,1 12,2 

1981 37,3 15,l 11,9 12,3 5,1 10,6 43,7 9,4 24,9 18,2 8,6 12,1 
1982 40,6 15,3 12,0 12,3 5,5 11,3 38,1 9,3 25,1 19,1 9,2 12,5 
1983 43,4 14,7 12,2 13,4 6,1 11,4 36,6 · 8,6 . 25,3 17,6 10,1 12,7 
1984 45,2 15,0 12,9 13,8 5,9 12,0 38,7 9,2 27,6 17,7 11,1 13,4 
1985 46,3 16,0 13,4 14,7 6,3 12,2 38,2 10,0 30,2 17,3 11,2 14,0 
1986 41,4 15,0 11,6 16,8 7,3 11,3 33,8 9,2 27,8 18,8 11,3 13,0 
1987 41,5 13,6 11,2 17,2 8,7 11,6' 32,5 9,3 27,8 23,2 11,5 13,0 
1988 42,6 13,0 11,1 14,6 9,4 12,6 33,6 9,6 28,5 28,7 11,5 13,3 
1989 44,1 13,4 12,1 18,6 10,1 13,7 35,6 10,0 30,1 28,3 12,0 14,2 
1990 44,0 13,3 12,4 19,4 10,1 13,3 34,5 9,6 29,2 28,6 11,4 14,0 

1991 44,0 13,3 13,0 17,8 10,0 13,0 35,5 9,2 28,7 27,3 10,3 13,7 
1992 44,4 13,5 13,2 17,9 10,3 13,2 35,9 9,2 29,6 26,3 10,6 13,9 
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(,.,-..fl{00,111 ..... ,,,_} , aL p w maaa 
ltliO 6,7 12,9 10,6 13,6 9J 

1961 13,B 12-.7 7,9 9,0 3.3 6,2 13,1 7.4 tt,7 10,7 12,2 9,1 
1962 13,7 13,1 1; 7,2 5~ 6,0 12,2 7,3 15,7 9,S 11,8 8,9 
19'3 13,7 12.9 7,8 8,0 s, S,9 12,4 1':I IS,6 lt.6 11;9 s,, 
19'4 14,0 14) 1A 7/J S,7 6,0 12,S 6,9 15;5 U,7 12,8 9,0 
1965 13,4 11,1 8,1 9,1 " S,6 12,S ~ lt4 11,9 11" ... 
lt66 13,6 1),6 7,9 8,7 6.6 5~ 12,l 7,2 14,f 11,9 11,3 8,6 
1967 12,8 ltS 7,4 7,3 ~f 5,2 13,6 1,2 13 •• 10,I 11,4 IJ' 
JM 14,l' 1).4 1,1 8,1 ~6 s.o 13,6 6;8 13.2 lt,1 12,9 8,6 
1969 14,J I3,fi a.o 8,5 te "3 13,7 7,%, 13,3 10,7 12,7 8,1 t97t . 14,S ••.2 7,8 9,7 1,l S.8 12,S 7,3 . 14,7 12,l 12,3 8,9 

12,7 t3,7 
11,8 12,2 
11,2 M.3 
17,S 1'-,4 
15,1 :::: IS,9-
IS;6 14.5 
14t1" IJJ 
18,4 lt7 
22,4 14,7 



Table 43 

Balance on current transactions with the rest of the world 
( Percentage of GDP at market prices) 

B B/L DK D GR E F IRL L NL p UK EURl2 USA J 

1960 0,1 0,7 -1,1 1,7 -2,9 3,8 1,5 -0,1 0,8 12,5 3,0 -4,0 -1,0 0,8 0,6 0,5 

1961 -0,1 0,2 -1,7 1,1 . -2,2 1,9 1,1 0,2 1,2 6,5 1,4 -10,0 0,0 0,7 0,8 -1,6 
1962 0,6 0,6 -3,2 -0,2 -1,6 -0,1 1,0 -1,8 0,6 0,6 1,0 -3,4 0,4 0,3 0,7 0,1 
1963 -0,5 -0,5 0,1 0,4 -2,2 -1,5 0,3 -2,8 -1,4 0,2 0,7 -3,3 0,3 -0,1 0,8 -1,0 
1964 0,2 0,2 -2,2 0,3 -4,3 0,1 -0,3 -3,5 1,1 -0,1 -1,1 0,0 -1,3 -0,3 1,2 -0,5 
1965 0,6 0,6 -1,8 -1,2 -5,8 -2,1 0,8 -4,4 3,6 0,7 0,1 -0,4 -0,4 0,1 0,9 1,1 
1966 -0,3 -0,2 -1,9 0,3 -2,0 -2,1 0,1 -1,6 3,2 1,7 -1,0 0,8 0,1 0,3 0,5 1,3 
1967 0,8 1,1 -2,4 2,2 -2,2 -1,5 0,0 1,4 2,2 7,4 -0,3 3,7 -0,9 0,6 0,4 0,0 
1968 0,9 1,2 -1,7 2,3 -3,6 -0,8 -0,5 -1,3 3,3 9,7 0,3 1,5 -0,8 0,7 0,2 0,8 
1969 1,2 1,7 -2,8 1,4 -4,0 -1,1 -1,1 -4,8 2,7 14,0 0,2 3,6 0,6 0,5 0,2 1,3 
1970 2,8 3,3 -3,9 0,6 -3,1 0,2 0,8 -4,0 0,8 15,0 · 1,4 1,9 1,3 0,6 0,4 1,0 

1961-70 0,6 0,8 -2,1 0,7 -3,1 -0,7 0,2 -2,3 · 1,7 5,6 0,0 -0,6 -0,1 0,3 0,6 0,2 

1971 2,i 2,3 -2,4 0,4 -1,5 2,2 0,9 -3,8 1,4 6,2 -0,3 2,5 1,8 0,9 0,0 2,5 
1972 3,6 3,9 -0,4 0,4 -1,2 1,5 1,0 -2,2 1,6 10,1 2,8 5,5 0,1 1,0 -0,3 2,2 
1973 2,0 2,6 -1,7 1,3 -3,8 0,8 0,6 -3,5 -1,6 16,1 3,8 3,0 -1,9 0,3 0,7 0,0 
1974 0,4 1,5 -3,1 3,1 -2,8 -3,5 -1,3 -9,9 -4,2 26,1 3,1 -6,2 -4,5 -0,9 0,5 -1,0 
1975 -0,1 0,5 -1,5 1,2 -3,7 -2,9 0,8 -1,5 -0,2 16,5 2,5 -5,5 -2,0 0,0 1,4 -0,1 
1976 0,3 1,0 -4,9 1,1 -1,9 -3,9 -0,9 -5,3 -:-1,2 21,1 2,9 -8,0 -1,6 -0,6 0,5 0,7 
1977 -1,1 -0,3 -4,0 0,9 -1,9 -1,7 -0,1 -5,4 1,1 21,2 0,8 -9,4 0,0 0,0 -0,4 1,5 
1978 -1,3 -0,5 -2,7 1,4 -1,3 1,0 1,4 -6,8 2,2 19,2 -0,9 -5,7 0,5 0,9 -0,5 1,7 
1979 -2,9 -2,0 -4,7 -0,8 -1,9 0,5 0,9 -13,4 1,6 21,3 -1,2 -1,7 0,2 -0,1 0,1 -0,9 
1980 -4,3 -3,5 -3,7 -1,7 0,5 -2,4 -0,6 -11,8 -2,2 18,7 -1,5 -5,9 1,5 -1,2 0,4 -1,0 

1971-80 -0,1 0,5 -2,9 0,7 -1,9 -0,8 0,3 -6,3 -0,1 17,6 · 1,2 -3,1 -0,6 0,0 0,2 0,6 

1981 -3,8 -2,8 -3,0 -0,7 -0,7 -2,7 -0,8 -14,7 -2,2 21,2 2,2 -12,2 2,5 -0,7 0,3 0,5 
1982 -3,7 -2,2 -4,2 0,5 -4,4 -2,5 -2,1 -10 6 ' . -1,6 3ll,4 3,2 -13,5 1,5 -0,7 0,0 0,7 
1983 -0,8 0,8 -2,6 0,7 -5,0 -1,5 -0,8 -.6,9 0,3 39,3 3,1 -8,3 0,9 0,1 -1,0 1,8 
1984 -0,6 1,1 -3,3 1,3 -4,0 1,4 0,0 -5,8 -0,6 38,9 4,2 -3,4 -0,2 0,3 -2,4 2,8 
1985 0,3 2,1 -4,6 2,6 -8,2 1,4 0,1 -4,0 -0,9 44,1 41 0,4 0,5 0,7 -2,9 3,7 
1986 2,1 3,7 -5,4 4,4 -5,3 1,6 0,5 -2,9 0,5 39,4 2,7 2,4 -0,9 1,4 -3,3 4,3 
1987 1,4 2,7 -2,9 4,2 -3,1 0,0 -0,1 1,3 -0,2 31,8 1,4 -0,4 -2,0 0,8 -3,5 3,7 
1988 1,5 2,9 -1,2 4,2 -2,0 -1,1 -0,3 1,7 -0,8 33,5 2,5 -4,4 -4,6 0,1 -2,5 2,8 
1989 1,1 2,5 -1,2 4,7 -4,8 -3,2 -0,1 1,3 -1,4 34,4 3,3 -2,9 -4,8 -0,1 -1,9 2,1 
1990 1,0 2,3 0,8 3,2 -6,1 -3,5 -1,0 3,4 -1,4 31,2 3,8 -0,3 -3,5 -0,3 -1,6 1,2 

1981-90 -0,2 1,3 -2,8 2,5 -4,4 -1,0 -0,5 -3,7 -0,8 34,8 3,0 -4,3 -1,1 0,2 -1,9 2,4 

1991 1,0 2,2 1,4 1,2 -4,1 -3,1 -0,7 2,3 -1,3 28,1 4,1 -1,1 -2,1 --0,4 0,1 1,5 
1992 1,1 2,2 2,2 1,2 -3,4 -3,2 -0,8 2,0 -1,5 26,1 4,4 '- 1,5 -2,4 -0,5 -0,7 1,6 

Sources: see Table I. 



Table 44 

Structure of EC exports by country and region, 1958 and 1990 

to 

B/L 
DK 
D 
GR 
E 
F 
IRL 
I 
NL 
p 
UK 

Total intra-EC trade 

Other European OECD countries 

USA 
Canada 
Japan 
Australia 

Developing countries 
of which: 
OPEC 
Other developing countries 

Centrally-planned economies 

Rest of the world and unspecified 

World (excl. EC) 

World (incl. EC) 

Table 45 

Expon of 

( Percentage of total exports) 

B/L DK D GR E F IRL NL p UK EUR 12 ------------------------- ------

1,6 0,9 
11,6 21,2 
0,8 0,6 
0,7 2,3 

10,6 20,2 
0,3 0,4 
2,3 6,5 

20,7 13,6 
1,1 0,7 
5,7 8,7 

1,2 2,1 

20,0 19,8 
0,3 0,8 
0,8 1,7 
3,0 6,0 
0,3 0,5 
5,3 4,9 
2,2 4,9 
0,3 0,6 

25,9 10,8 

6,6 7,4 1,0 2,0 2,1 2,8 
3,0 1,8 0,2 0,8 1,7 0,5 

- 20,5 22,1 10,2 12,6 
1,3 1,0 0,1 0,7 
1,2 3,5 0,2 1,4 
7,6 13,0 12,8 9,6 10,1 19,6 
0,3 0,4 0,4 0,2 0,3 0,3 
5,0 9,2 6,0 17,0 2,7 10,1 
8, I 8,4 2,0 3,4 3,2 4,3 
0,9 0,9 0,3 0,2 0,4 5, 7 
3,9 8,5 7,6 7,2 15,9 8,3 

6,3 8,9 
0,7 0,8 

10,4 18,2 
0,6 0,7 
1,6 6,1 

0,2 0,4 
3,4 11,4 
2,0 5,4 
0,8 1,3 
4,9 9,5 

0,8 4,4 
0,1 1,0 
2,2 11,7 
0,1 0,5 
0,8 2,1 
0,8 10,5 

0,4 4,4 
0,5 5,8 
0,1 0,5 

76,8 33,7 

2,2 
0,8 

14,1 
1,9 
0,7 
5,3 
0,1 

3,4 
0,8 

19,0 
1,8 
4,9 

16,4 
0,3 

2,0 3,1 

15,0 14,5 
2,6 1,6 

19,0 27,7 
0,6 0,9 
0,8 2,5 
4,9 11,2 
0,4 0,6 
2,7 6,7 

0,7 1,4 0,4 0,8 

3,7 3,1 
1,2 2,2 
7,7 16,6 
0,6 0,5 
0,7 13,3 
6,6 15,5 
0,3 0,5 
4,3 4,0 
2,5 5,7 

6,8 7,1 11,9 10,2 11,3 12,1 

1,9 5,5 
2,4 1,4 
4,2 12,4 
0,7 0,7 
0,8 3,6 
2,4 10,4 
3,5 5,1 
2,1 5,3 
3,2 7,2 
0,4 1,0 

4,8 6,5 
2,0 1,2 
7,6 13,1 
0,8 0,9 
1,0 3,8 
4,7 11,5 
1,1 1,0 
3,1 7,3 
5,3 6,4 
0,8 1,2 
5,9 8,1 

55,4 75,1 59,3 52,1 37,9 54,3 50,9 64,0 46,8 64,9 30,9 62,7 82,4 74,8 34,5 58,2 58,3 76,5 38,9 73,5 21,7 52,6 37,2 61,0 

8,7 6,5 16,6 25,6 22,7 18,8 10,3 9,7 12,4 5,6 9,0 8,7 0,9 5,9 _ 18,9 12,5 11,9 7,2 5,1 10,5 9,1 9,0 13,7 12,0 

9,4 4,3 
1,1 0,4 
0,6 1,3 
0,5 0,3 

9,3 5,2 
0,7 0,5 
0,2 3,3 
0,3 0,5 

7,3 7,3 13,6 5,6 10,1 5,5 
1,2 0,7 0,3 0,6 1,3 0,6 
0,9 2,7 1,4 1,0 1,7 0,9 
1,0 0,6 0, I 0,8 0,3 0,3 

5,9 6,1 
0,8 0,9 
0,3 1,9 
0,5 0,4 

5,7 8,2 
0,7 0,8 
0,0 1,8 
0,1 0.6 

9,9 7,6 
1,2 0,9 
0,3 2,3 
0,8 0,6 

5,6 3,9 
0,8 0,4 
0,4 0,8 
0,7 0,4 

8,3 4,8 
1,1 0,8 
0,5 1,0 
0,6 0,2 

8,8 12,6 
5,8 1,8 
0,6 2,6 
7,2 1,6 

7,9 7,1 
2,3 0,9 
0,6 2,1 
2,4 0,6 

18,0 9,5 9,3 9,7 20,9 10,2 7,2 12,4 18,4 18,5 46,9 16,7 1,6 5,7 26,2 13,3 17,6 7,8 ~2,3 6,9 33,6 16,9 27,4 12,5 

3,3 1,8 2,3 2,0 4,8 2,8 0,9 3,9 2,6 3,3 21,3 4,2 0,2 1,8 7,5 4,1 4,5 2,3 2,0 0,6 7,0 4,7 7,6 3,3 
14,7 7,7 7,0 7,7 16,1 7,4 6,3 8,5 15,8 15,2 25,6 12,5 1,4 3,9 18,7 9,2 13,1 5,5 40,3 6,3 26,6 12,2 19,8 9,2 

4,3 1,3 3,9 2,9 5,5 4,3 16,2 5,1 4,6 2,1 '4,9 2,2 0,2 1,1 5,3 3,6 2,2 1,8 1,9 0,9 3,4 1,7 4,3 2,8 

2,0 1,3 0,4 0,2 2,6 1,1 0,0 0,8 4,4 1,6 0,8 0,4 8,4 1,1 2,9 1,0 2,5 1,2 1,3 1,4 9,8 1,2 4,2 1,0 

44,6 24,9 40,7 47,9 62,1 45,7 49,1 36,0 53,2 35,1 69,1 37,3 17,6 25,2 65,5 41,8 41,7 23,5 61,1 26,5 78,3 47,4 62,8 39,0 

100 100 100 100 100 100 100 100 100 100 100 100 100 iOO 100 100 100 100 100 100 100 100 100 100 

Structure of EC imports by country and region, 1958 and 1990 

from 

B/L 
DK 
D 
GR 
E 
F 
IRL 
I 
NL 
p 
UK 

Total intra-EC trade 

Other European OECD countries 

USA 
Canada 
Japan 

· Australia 

Developing countries 
of which: 
OPEC 
Other developing countries 

Centrally-planned economies 

Rest of the world and unspecified 

World (excl. EC) 

World (incl. EC) 

Import of B/L 

0,5 
17,2 
0,1 
0,5 

11,6 
0,1 

. 2,1 
15,7 
0,4 
7,4 

0,6 
22,7 
0,1 
1,3 

15,1 
0,6 
4,3 

17,8 
0,4 
7,8 

DK 

3,8 3,5 

19,9 23,5 
0,0 0,2 
0,7 1,0 
3,4 4,9 
0,0 0,6 
1,7 3,8 
7,3 7,7 
0,3 1,1 

22,8 7,5 

D GR 

4,5 8,0 3,3. 3,7 
3,4 2,1 0,7 1,3 

- 20,3 20,6 
0,7 0,6 
1,6 2,3 
7,6 11,8 
0,1 0,8 
5,5 9,3 
8,1 12,0 
0,4 0,8 
4,3 6,S 

0,1 2,0 
5,4 8,1 
0,0 0,6 
8,8 15,4 
4,8 6,7 
0,3 0,4 
9,9 5,3 

E 

1,8 3,1 
1,3 0,8 
8,7 16,3 
0,2 0,2 

6,8 14,8 
0,6 0,5 
1,8 10,0 
2,6 4,1 
0,3 2,5 
7,8 6,8 

F 

5,4 10,4 
0,6 0,9 

11,6 20,7 
0,6 0,3 
1,2 4,5 

0,0 1,1 
2,4 11,6 
2,5 6,7 
0,4 1,2 
3,5 7,5 

IRL 

1,8 2,3 
0,7 0,9 
4,0 7,8 
0,2 0,1 
0,4 0,9 
1,6 4,4 

0,8 2,3 
2,9 5,0 

• 0,2 0,4 
56,3 46,8 

( Percentage of total imports) 

NL 

2,0 5,1 17,8 13,0 
2,2 1,0 0,7 1,1 

12,0 21,2 . 19,5 23,9 
0,4 0,9 0,2 0,2 
0,4 3,0 0,4 1,4 
4,8 14,2 2,8 7,6 
0,0 0, 7 0,0 0,9 

1,8 3,5 

0,2 0,6 

p 

7,3 4,2 
0,8 0,9 

17,6 14,3 
0,1 0,1 
0,4 14,4 
7,7 11,5 
0,1 0,4 
3,7 10,0 
2,9 5,8 2,6 S,7 

0,4 0,4 
5,5 5,2 7,4 7,7 12,9 7,6 

UK 

. 1,6 
3,1 
3;6 
0,2 
1,0 
2,7 
2,9 
2,1 
4,2 
0,4 

4,4 
1,8 

15,6 
0,3 
2,3 
9,2 
3.6 
5,4 
7,7 
0,9 

EUR 12 

4,4 6,7 
2,0 1,3 
8,7 IS,O 
0,4 0,4 
0,9 2,6 
4,4 9,5 
0,9 1,2 
2,7 6,8 
5,2 8,2 
0,3 0,9 
5,4 6,4 

55,5 70,7 60,0 53,8 36,3 54,3 53,7 64,I 31,8 59,1 28,3 64,8 68,9 70,8 30,2 57,4 50,7 59,9 53,4 69,1 21,8 51,0 35,2 58,8 

7,7 , 5,6 18,6 23,8 15,2 16,0 11,5 7,1 8,4 6,4 6,7 7,8 3,4 3,9 13,1 11,7 7,2 7,4 8,6 6,4 8,7 12,3 10,I 10,9 

9,9 5,8 
1,4 0,6 
0,6 3,5 
1,7 0,4 

9,1 5,5 13,6 6,2 13,7 3,7 21,6 8,3 10,0 7,3 
0,2 0,5 3,1 0,8 0,8 0,3 0,5 0,5 1,0 0,6 
l,S 3,4 0,6 5,4 2,0 5,9 0,7 4,1 0,2 2,8 
0,0 0,2 1,2 0,3 0,3 · 0, I 0,8 0,2 2,4 0,4 

7,0 14,2 16,4 5,1 11,3 8,1 
3,0 0,6 1,5 0,8 1,4 0,7 
1,1 4,4 0,4 2,3 0,8 4,0 
1,2 O, I 3,0 0,5 0,2 0,4 

7,0 3,9 
0,5 0,8 
0,0 2,6 
0,9 0,2 

9,4 12,7. 11,4 7,6 
8,2 1,7 3,6 0,8 
0,9 5,4 0,7 4,1 
5,4 0, 7 2,6 0,4 

19,2 9,4 5,9 8,7 23,9 11,2 9,6 12,7 32,0 17,8 45,6 12,6 9,3 3,8 29,4 15,4 24,4 i5,4 27,6 15,3 34,7 12,6 29,5 12,8 

5,7 2,0 0,3 1,3 6,7 2,5 1,7 5,8 17,7 7,0 19,7 4,4 0,7 0,3 13,9 7,0 11,5 6,2 6,3 6,8 11,3 2,2 10,8 4,0 
13,5 7,4 5,6 7,4 17,2 8,7 7,9 6,9 14,3 10,8 25,9 8,2 8,6 3,5 15,5 8,4 12,9 9,2 21,3 8,5 23,4 10,4 18,7 8,8 

2,2 2,5 4,6 4,0 4,5 5,3 8,1 4,8 4,0 2,9 4,2 2,9 1,8 1,3 3,7 4,8 3,1 3,8 0,7 0,8 3,7 2,5 3,8 3,7 

1,8 1,5 0,1 0,1 1,6 0,5 0,3 1,3 0,2 0,7 1,6 0,8 4,3 0,9 2,3 2,0 0,9 0,3 1,3 0,9 7,2 1,1 3,1 0,9 

44,5 29,3 40,0 46,2 63,7 45,7 46,3 35,9 68,2 40,9 71,7 35,2 31,1 29,2 69,8 42,6 49,3 40,1 46,6 30,9 78,2 49,0 64,8 41,2 

100 100 100 100 100 100 100 100 100 100 100 100 100 too 100 100 100 100 100 100 100 100 100 100 
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Table 46 

Money supply (M2/M3) 
( End year; annual percentage change) 

8/L DK D GR E F IRL NL p UK EUR 10 EUR 12 USA J 

1960 4,3 8,0 11,1 20,2 16,7 5,5 19,6 7,0 4,9 20,l 

1961 9,9 9,8 12,9 17,0 17,2 7,3 14,9 5,4 7,4 20,2 
1962 7,4 8,5 10,4 21,5 18,7 9,6 17,0 6,6 8,1 20,3 
1963 10,3 12,5 9,9 21,4 14,1 5,8 13,5 9,8 8,4 24,0 
1964 7,6 11,l 9,4 16,l 9,8 9,4 12,7 10,4 7,6 9,7 8,0 18,7 
1965 9,6 9,7 10,6 12,9 10,9 6,7 15,2 6,2 9,4 10,9 8,1 18,0 
1966 8,2 12,8. 8,3 18,2 10,6 10,6 13,0 5,9 6,5 9,3 4,5 16,3 
1967 7,1 9,8 12,0 16,1 13,l 12,7 13,7 10,9 11,7 12,8 12,5 9,2 15,5 
1968 8,6 14,5 11,8 17,8 11,6 16,9 13,1 14,8 14,l 8,5 11,4 8,0 14,8 · 
1969 7,0 10,2 9,4 16,2 6,1 11,2 12,5 10,2 17,8 5,1 8,4 4,1 18,5 
1970 10,0 3,3 9,1 19,3 15,4 15,3 14,0 15,9 11,0 12,4 12,0 12,5 12,7 6,6 16,9 

1961-70 8,6 10,2 10,4 17,6 12,7 10,4 14,l 9,1 7,2 18,3 

1971 12,9 8,5 13,5 22,4 24,3 18,0 12,9 17,2 9,0 21,0 16,2 15,5 16,3 13,5 24,3 
1972 17,0 15,0 14,4 23,6 23,1 18,8 14,2 19,0 11,9 23,4 23,2 18,2 18,7 13,0 24,7 
1973 15,4 12,6 10,l 14,5 25,0 14,7 26,0 23,1 21,9 28,9 21,8 17,1 18,0 6,9 16,8 
1974 14,0 8,9 8,5 20,9 19,9 15,6 20,6 15,7 20,0 12,1 10,8 13,0 13,7 5,5 11,5 
1975 15,l 25,1 8,6 . 26,5 19,3 18,1 18,9 23,7 5,7 13,1 11,7 14,9 15,3 12,6 16,5 
1976 14,3 10,9 8,4 26,7 19,0 12,3 14,5 20,8 22,7 16,4 11,3 13,7 14,2 13,7 15,4 
1977 10,3 9,9 11,2 22,7 18,6 14,2 17,1 21,7 3,6 21,8 14,8 14,4 14,9 10,6 13,4 
1978 10,2 8,7 11,0 26,0 19,7 12,4 29,0. 22,6 4,2 26,0 15,0 14,4 15,0 8,0 14,0 
1979 8,2 10,8 6,0 18,4 18,3 14,0 18,7 20,8 6,9 31,0 14,4 12,9 13,7 7,8 10,8 
1980 6,5 8,1 6,2 24,7 16,9 9,7 17,7 12,7 4,4 28,6 17,1 10,9 11,7 8,9 9,5 

1971-80 12,4 11,8 9,8 22,6 20,4 14,8 19,0 19,7 11,0 -22,2 15,6 14,5 15,1 10,l 15,7 

1981 10,0 9,1 5,0 34,7 17,0 11,0 17,4 10,0 5,3 23,8 20,4 11,3. 12,0 10,0 11,0 
1982 7,5 11,4 7,1 29,0 16,6 11,4 13,0 18,0 7,6 24,6 12,0 11,9 12,5 8,9 7,9 
1983 7,1 25,4 5,3 20,3 16,2 11,5 5,6 12,3 10,4 16,3 13,3 10,7 11,3 12,0 7,3 
1984 6,2 17,8 4,7 29,4 13,3 9,5 10,1 12,1 7,6 24,5 13,6 10,0 10,5 8,6 7,8 
1985 6,7 15,8 5,0 26,8 12,9 6,8 5,3 11,1 11,l 29,8 13,0 9,3 9,9 8,3 8,7 
1986 10,7 8,4 6,6 19,0 12,2 6,3 -1,0 9,4 5,1 25,8 15,9 9,3 9,8 9,4 9,2 
1987 9,9 4,4 5,9 25,2 13,6 7,3 10,9 8,4 4,4 16,8 16,3 9,3 9,8 3,5 10,8 
1988 6,6 3,5 6,9 22,6 12,3 7,4 6,3 8,5 13,1 14,8 17,6 10,1 10,4 5,5 10,2 
1989 11,0 5,9 5,5 23,7 11,0 7,8. 5,0 11,2 14,3 9,0 . 19,1 11,0 11,0 5,0 12,0 
1990 6,9 7,2 5,9 14,6 11,9 7,5 15,4 9,4 8,0 19,4 12,0 8,6 9,1 3,3 7,4 

1981-90 8,3 10,9 5,8 24,5 13,7 8,7 8,8 11,0 8,7 · 20,5 15,3 10,2 10,6 7,5 9,2 

8/L: M2N. DK: M2. D, GR: M3. E: ALP. F: MJR. IRL: M3. I: M2N. NL: M2N, breaks in series 1976, 1977;1978 and 1982. P: L. UK: M4. EUR: chain-weighted arithmetic mean; weights: 
GDP at current market prices and PPS. USA: M2. J: M2 plus CDs (certificates or deposit). 



Table 47 

Nominal short-term interest rates 
/%) 

B DK D GR E F IRL NL p UK EUR12 USA J 

1960 5,1 4,1 3,5 2,1 

1961 4,6 6,3 3,6 3,6 3,5 1,1 5,2 4,0 2,4 
1962 3,4 6,5 3,4 3,6 3,5 1,9 4,1 3,6 2,8 
1963 3,6 6,1 4,0 4,0 3,5 2,0 3,7 3,7 3,2 
1964 4,9 6,2 4,1 4,7 3,5 3,5 5,0 4,4 3,6 
1965 5,0 6,5 5,1 4,2 3,5 4,0 6,8 5,1 4,0 
1966 5,5 . 6,5 6,6 4,8 3,5 4,9 3,0 7,0 5,6 4,9 
1967 5,5 6,6 4,3 4,8 3,5 4,7 3,1 6,3 4,8 4,3 
1968 4,5 6,6 3,8 6,2 3,5 4,6 3,4 7,9 5,3 5,4 
1969 7,3 8,2 5,8 9,3 3,7 5,7 3,4 9,2 7,0 6,7 
1970 8,1 9,0 9,3 8,6 5,3 6,2 4,0 8,1 7,8 6,3 

1961-70 5,2 6,8 5,0 5,4 3,7 3,8 6,3 5,1 4,3 

1971 5,3 7,6 7,1 6,0 6,6 5,7 4,5 4,3 6,2 6,1 4,3 6,5 
1972 4,2 7,3 5,7 5,3 7,1 5,2 2,7 4,4 6,8 5,5 4,2 5,2 
1973 6,6 7,6 12,2 9,2 12,2 7,0 7,5 4,4 11,8 9,8 7,2 8,3 
1974 10,6 10,0 9,8 13,0 14,5 14,9 10,4 5,3 13,4 12,3 7,9 14,7 
1975 7,0 8,0 4,9 7,6 10,9 10,4 5,3 6,8 10,6 8,1 5,8 10,1 
1976 10,1 8,9 4,3 8,7 11,7 16,0 7,4 8,4 11,5 9,6 5,0 7,3 
1977 7,3 14,5 4,3 15,5 9,1 8,4 14,0 4,8 11,1 8,0 9,1 5,3 6,4 
1978 7,3 15,4 3,7 17,6 7,8 9,9 11,5 7,0 15,5 9,4 8,9 7,4 5,1 
1979 10,9 12,5 6,9 15,5 9,7 16,0 12,0 9,6 16,1 13,9 11,0 JO,) 5,8 
1980 14,2 16,9 9,5 16,5 12,0 16,2 16,9 10,6 16,3 16,8 13,8 11,6 10,7 

1971-80 8,4 10,9 6,8 8,8 11,4 11,3 7,0 9,3 10,8 9,4 6,9 8,0 

1981 15,6 14,8 12,3 16,8 16,2 15,3 16,7 19,3 11,8 16,0 14,1 15,1 14,0 7,4 
1982 14,1 16,4 8,8 18,9 16,3 14,6 17,5 19,9 8,2 16,8 12,2 13,8 10,6 6,8 
1983 10,5 12,0 5,8 16,6 20,l 12,5 14,0 18,3 5,7 20,9 10,1 12,1 8,7 6,5 
1984 11,5 11,5 6,0 15,7 14,9 11,7 13,2 17,3 6,1 . 22,5 10,0 11,3 9,5 6,3 
1985 9,5 10,0 5,4 17,0 12,2 · 9,9 12,0 15,0 6,3 21,0 12,2 10,6 7,5 6,5 
1986 8,1 9,1 4,6 19,8 11,7 7,7 12,4 12,8 5,7 15,6 10,9 9,1 6,0 5,0 
1987 7,0 9,9 4,0 14,9 15,8 8,3 11,0 11,4 5,4 13,9 9,7 8,9 5,9 3,9 
1988 6,7 8,3 4,3 15,9 11,6 7,9 8,1 11,3 4,8 13,0 10,3 8,6 6,9 4,0 
1989 8,7 9,4 7,1 18,7 . 15,0 9,4 9,8 12,7 7,4 14,9 13) 11,0 8,4 5,4 
1990 9,8 10,8 8,4 19,9 15,2 10,3 11,4 12,3 8,7 16,9 14,8 11,9 7,8 7,7 

1981-90 10,2 11,2 6,7 17,4 14,9 10,8 12,6 15,0 7,0 17,2 11,8 11,2 8,5 6,0 

1991 9,3 9,6 9,2 21,7 13,2 9,5 10,4 12,1 9,2 17,7 11,5 11,0 5,6 7,4 

B: 1961-84 four-month certificates of 'Fonds des rentcs'; 1985-88 three-month treasury certificates; 1989-91 three-month interbank deposits. DK: 1961-76 discount rate; 1977-91 call money, monthly 
averages. D: three-month interbank loans. GR: 1960-April 1980 credit for working capital to industry; May 1980-87 interbank sight deposits; 1988-91: three-month interbank rates. E: three-month 
interbank deposits. F: 1960-68 call money; 1969-81 one-month sale and repurchase agreements on private-sector paper; 1982-91 three-month sale and repurchase agreements on private-sector 
paper. IRL: 1961-70 three-month interbank deposits in London; 1971-91 three-month interbank deposits in Dublin. I: 1960-70 12-month treasury bills; 1971-91 interbank sight deposits. NL: 1960-
September 1972 three-month treasury bills; October 1972-91 three-month interbank deposits. P: 1966-July 1985 six-month deposits; August 1985-91 three-month treasury bills. UK: 1961-September 
1964 three-month treasury bills; October 1964-91 three-month interbank deposits. EUR 12: weighted geometric mean, weights: private consumption at current prices and PPS. USA: three-month 
treasury bills. J: bonds traded with three-month repurchase agreements; certificate of deposit three-months since January 1989 (monthly average). 
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Table 48 

Nominal long-term interest rates 
(%) 

B DK D GR E F IRL L NL p UK EUR12 USA J 

1960 6,3 5,7 5,3 4,2 5,4 

1961 5,9 6,6 5,9 5,5 5,2 3,9 6,3 5,7 3,9 
1962 5,2 6,6 5,9 5,4 5,8 4,2 5,9 5,7 3,9 
1963 5,0 6,5 6,1 5,3 6,1 4,2 5,4 5,6 4,0 
1964 5,6 7,1 6,2 5,4 7,4 4,9 6,0 6,1 4,1 
1965 6,4 8,6 7,1 6,2 6,9 5,2 6,6 6,6 4,2 
1966 6,7 8,7 8,1 6,6 6,5 6,2 6,9 7,1 4,7 
1967 6,7 9,1 7,0 6,7 6,6 6,0 6,8 6,8 4,9 
1968 6,5 8,7 6,5 7,0 6,7 6,2 7,6 6,9 5,3 
1969 7,3 9,7 6,8 7,9 6,9 7,0 9,1 7,7 6,2 
1970 7,8 11,1 8,3 8,6 9,0 7,8 9,3 8,7 6,6 

1961-70 6,3 8,3 6,8 6,5 6,7 5,6 7,0 6,7 4,8 

1971 7,3 11,0 8,0 8,4 9,2 8,3 7,0 8,9 8,4 5,7 
1972 7,0 11,0 7,9 8,0 9,1 7,5 6,7 9,0 8,0 5,6 6,9 
1973 7,5 12,6 9,3 9,3 9,0 10,7 · 7,4 6,8 7,3 10,8 · 9,1 6,3 7,0 
1974 8,8 15,9 10,4 10,5 11,0 14,6 9,9 7,3 10,7 15,0 11,5 7,0 8,1 
1975 8,5 12,7 8,5 9,4 10,3 14,0 11,5 6,7 9,1 14,5 11,0 7,0 8,4 
1976 9,1 14,9 7,8 10,2 10,5 14,6 13,1. 7,2 9,2 14,6 11,2 6,8 8,2 
1977 8,8 16,2 6,2 9,5 11,0 12,9 14,6 7,0 8,5 12,5 10,7 7,1 7,4 
1978 8,5 16,8 5,7 10,0 10,6 12,8 13,7 6,6 8,1 12,6 10,4 7,9 6,3 
1979 9,7 1 7 7,4 11,2 13,3 10,9 15,1 14,1 6,8 9,2 13,0 11,2 8,7 8,3 
1980 12,2 18,7 8,5 17,1 16,0 13,1 15,4 16,1 7,4 10r7 13,9 13,0 10,8 8,9 

1971-80 8,7 14;6 8,0 10,3 12,8 11,6 8,7 12,5 10,4 7,3 

1981 13,8 19,3 10,4 17,6 15,8 15,8 17,3 20,6 8,7 12,2 14,8 15,1 12,9 8,4 
1982 13,4 20,5 9,0 15,4 16,0 15,6 17,0 20,9 10,3 · 10,5 12,7 14,3 12,2 8,3 
1983 11,8 14,4 7,9 18,2 16,9 13,6 13,9 18,0 9,8 8,8 10,8 12,7 10,8 • 7,8 
1984 12,0 14,0 7,8 18,5 16,5 12,5 14,6 15,0 10,3 8,6 10,7 11,8 12,0 7,3 
1985 10,6 11,6 6,9 15,8 13,4 10,9 12,7 14,3 9,5 7,3 25,4 10,6 10,9 10,8 6,5 
1986 7,9 10,5 5,9 15,8 11,4 8,4 11,I II) 8,7 6,4 17,9 9,8 9,2 8,1 5,2 
1987 7,8 11,9 5,8 17,4 12,8 9,4 11,3 11,3 8,0 6,4 15,4 9,5 9,4 8,7 4,7 
1988 7,9 10,6 6,1 16,6 11,8 9,0 9,4 12,1 7,1 6,3 14,2 9,3 9,4 9,0 4,7 
1989 8,7 10,2 7,0 13,8 8,8 9,0 12,9 7,7 7,2 14,9 9,6 9,9 8,5 5,2 
1990 10,1 11,0 8,9 14,7 9,9 10,1 13,4 8,6 9,0 16,8 11,1 11,1 8,6 7,5 

1981-90 10,4 13,4 7,6 14,3 11,4 12,6 15,0 8,9 8,3 10,9 11,4 . 10,2 6,6 

1991 9,3 10,1 8,6 12,4 9,0 9,2 12,9 8,2 8,9 17,1 9,9 10,4 8,2 6,8 

B: State bonds over five years, secondary market. DK: State bonds and mortgage loans. D: public-sector bonds outstanding. GR: State bonds. E: State bonds over two years. F: 1960-79 public-
sector bonds; 1980-91 State bonds over seven years. IRL: 1960-70 State bonds 20 years in London; 1971-91 State bonds 15 years in Dublin. I: 1960-84 Crediop bonds; 1985-91 rate of specialized 
industrial credit institutions (gross rate; monthly-average). NL: 1960-73 3,25 % State bond 1948; 1974-84 private loans to public enterprises; 1985-91 five State bonds with the longest maturity. P: 
weighted average of public and private bonds over five years. UK: State bonds 20 years. EUR 12: as for Table 47. USA: federal government bonds over IO years; 1989-91 federal government 
bonds over 30 years. J: 1961-78 State bonds; 1979-June 1987: over-the-counter sales of State bonds; 1987-1991 benchmark: bonds No 119-1999. 
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Table 49 

Gross official reserves 
(End year; Mrd ECU) 

8/L DK D GR E F IRL I NL p UK EUR 12 

1960 1,438 0,271 6,671 0,228 0,513 2,166 0,305 3,097 1,776 0,607 3,548 20,620 

1961 1,692 0,264 6,681 0,249 0,827 3,140 0,318 3,545 1,826 0,515 3,096 22,153 
1962 1,635 0,239 6,485 0,267 0,974 3,775 0,334 3,792 1,813 0,634 3,085 23,033 
1963 1,838 0,438 7,133 0,272 1,070 4,577 0,378 3,375 1,959 0,683 2,936 24,659 
1964 2,076 0,601 7,359 0,262 1,413 5,346 0,416 3,570 2,192 0,813 2,164 26,212 
1965 2,182 0,548 6,943 0,234 1,329 5,930 0,381 4,484 2,256 0,877 2,808 27,972 
1966 2,205 0,559 7,529 0,256 1,176 6,322 0,462 4,604 2,298 1,010 2,908 29,329 
1967 2,516 0,519 7,920 0,278 1,069 6,803 0,425 5,304 2,547 1,199 2,617 31,197 
1968 2,420 0,459 10,553 0,340 1,269 4,832 0,546 5,759 2,724 1,491 2,640 33,033 
1969 2,347 0,437 7,008 0,311 1,260 3,775 0,677 4,960 2,488 1,421 2,484 27,168 
1970 2,874 0,476 13,537 0,310 1,806 5,071 0,681 . 5,410 3,279 1,526 2,847 37,817 

1971 3,366 0,662 17,468 0,484 3,029 7,976 0,903 6,589 3,711 1,892 8,101 54,181 
1972 4,562 0,820 24,443 1,022 4,896 11,544· 1,034 7,530 5,663 2,754 5,637 69,905 
1973 6,819 1,228 35,066 1,094 6,580 13,206 0,894 10,341 8,766 4,038 6,730 94,762 
1974 9,097 0,953 39,322 1,160 6,809 18,627 1,062 14,988 11,777 5,068 7,946 116,805 
1975 8,579 0,908 36,703 1,265 6,451 19,431 1,354 11,139 10,745 3,683 6,486 106,744 
1976 8,121 0,961 40,608 1,215 5,867 17,026 1,664 12,761 ll,065 3;456 5,497 108,241 
1977 8,950 1,558 44,286 1,359 6,826 18,494 1,984 17,790 12,050 3,547 19,422 136,268 
1978 9,886 2,601 54,763 1,570 9,743 23,515 2,015 21,745 12,706 4,272 15,410 158,228 
1979 10,406 2,592 57,593 1,466 12,283 29,443 1,617 26,692 14,516 5,324 17,394 179,326 
1980 20,536 3,277 76,565 2,494 15,257 57,097 2,245 45,935 27,502 10,025 23,689 284,622 

1981 18,281 3,014 79,810 2,191 15,842 52,522 2,594 45,476 26,260 9,405 22,134 277,529 
1982 16,239 2,938 82,135 2,309 13,268 46,296 2,841 39,018 26,524 8,573 19,713 259,854 
1983 20,941 5,167 98,195 2,949 15,917 63,694 3,333 56,310 33,245 10,207 23,168 333,126 
1984 21,973 4,994 100,903 3,212 23,505 66,181 3,030 59,666 . 32,886 9,953 22,513 348,816 
1985 19,022 6,775 88,940 2,625 19,619 62,530 3,454 44,240 29,545 9,742 21,023 307,515 
1986 17,704 4,788 84,315 2,638 17,973 59,706 3,160 43,349 26,522 8,690 23,436 292,281 
1987 20,554 8,301 96,134 3,381 28,307 57,52~ 3,833 49,446 29,441 10,274 37,636 344,836 
1988 19,920 9,804 85,096 4,359 36,708 50,821 4,407 53,441 29,268 10,065 45,316 349,205 
1989 19,087 5,894 82,270 3,856 39,993 47,418 3,461 61,172 28,336 13,656 39,093 344,236 
1990 17,602 8,312 77,739 3,564 42,621 50,753 3,880 66,075 25,404 15,182 34,058 345,190 

Sources: IMF: international financial statistics and Commission departments. Gold is valued at market-related prices. 
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Table 52 

Bilateral central rates since 8 October 1990 

BFR/LFR DKR DM PTA FF IRL LIT HFL UKL 
(Bruxelles) (Kebenbava) (Frankfurt) (Madrid) (Paris) (Dablla) (Roma) (AmRerdam) (Londoa) 

BFR/LFR 100 ± 2,25 100 18,4938 4,84837 315,143 16,2608 1,80981 3 627,64 5,46286 1,64352 
DKR 100 ± 2,25 540,723 100 26,2162 I 704,05 87,9257 9,78604 19 615,4 29,5389 8,88687 
DMIOO ± 2,25 2 062,55 381,443 100 6 500 335,386 37,3281 74 821,7 112,673 33,8984 
PTA 100 ± 6,00 31,7316 5,86837 1,53847 100 5,15981 0,574281 I 151,11 . 1,73345 0,521514 
FF 100 ± 2,25 614,977 113,732 29,8164 I 938,06 100 11,1299 22 309,1 33,5953 10,1073 
IRL I ± 2,25 55,2545 10,2186 2,67894 174,131 8,9848 I 2 004,43 3,01848 0,908116 
LIT I OOO ± 2,25 27,5661 5,09803 1,33651 86,8726 4,48247 0,498895 I OOO 1,5059 0,453053 
HFL 100 ± 2,25 I 830,54 338,537 88,7526 5 768,83 297,661 33,1293 66 405,3 100 30,0853 
UKLI ± 6,00 60,8451 11,2526 2,95 191,75 9,89389 1,10118 2 207,25 3,32389 I 

The drachma and, since 21 September 1989, the escudo, are represented in the ecu, but do not panicipate in the exchange-rate mechanism. 

Source: Commission departments. 

Table S3 

Nominal effective exchange rates 
Relative to 19 industrial countries; double export weights 

(1980 = JOO) 

B DK D GR E F IRL NL p UK EUR12 USA J 

1960 82,6 104,1 52,8 · 192,6 150,4 117,1 149,7 196,9 74,8 214,5 158,6 98,4 125,0 71,8 

1961 81,7 103,1 54,7 191,1 149,6 116,I 149,4 195,2 77,1 213,4 157,8 99,9 125,3 71,4 
1962 81,7 103,1 54,9 190,9 150,0 116,1 149,8 195,0 77,6 213,8 158,3 100,5 126,3 71,5 
1963 . 81,5 103,2 55,2 191,0 150,1 116,2 149,7 194,8 77,7 213,4 158,0 100,6 126,6 71,5 
1964 81,7 103,0 55,3 191,0 150,1 116,2 149,5 193,9 77,5 212,9 157,5 100,5 126,7 71,4 
1965 82,0 103,1 55,1 191,2 150,2 116,2 149;6 193,9 77,7 213,1 157,8 100,4 126,7 . 71,5 
1966 81,9 103,3 55,1 191,4 150,2 116,1 149,6 194,3 77,4 213,3 157,8 100,3 126,8 71,4 
1967 82,1 102,6 55,4 191,8 147,9 116,2 148,6 194,8 77,9 214,1 155,3 100,1 127,2 71,6 
1968 82,9 99,0 56,4 195,l 132,2 117,9 139,5 198,7 79,1 222,8 137,1 96,5 · 130,0 73,1 
1969 83,1 98,6 57,9 195,4 132,3 112,1 139,6 198,3 79,2 224,6 137,2 96,2 130,2 73,7 
1970 83,2 97,8 62,8 192,6 131,8 103,1 139,4 196,1 .78,0 223,4 136,7 97,5 128,5 73,3 

1971 83,1 96,9 64,7 188,2 130,2 100,8 139,5 194,3 78,7 222,0 136,7 98,3 125,1 74,5 
1972 85,5 97,6 66,4 176,2 132,6 103,2 136,7 193,0 79,8 219,6 131;8 100,3 116,7 82,8 
1973 86,7 103,6 73,4 162,2 134,7 106,7 127,3 · 173,3 82,4 223,5 118,0 103,0 107,4 87,4 
1974 87,9 104,0 77,4 162,6 138,7 99,5 124,1 156,4 86,7 220,5 113,9 101,1 109,6 81,6 
1975 89,2 107,6 78,6 146,7 135,2 109,3 117,0 149,9 88,8 213,9 104,8 102,5 108,7 79,3 
1976 91,3 110,0 83,1 138,7 124,2 105,2 105,1 124,3. 91,2 195,4 89,7 92,8 114,4 83,3 
1977 96,5 109,4 89,7 134,7 108,7 · 100,2 101,5 114,4 96,0 153,1 85,5 91,9 113,6 92,4 
1978 99,3 109,4 95,0 122,4 98,3 98,9 102,0 107,3 98,3 121,9 85,7 92,4 103,1 112,5 
1979 100,5 108,5 99,6 115,5 107,4 99,6 102,2 103,7 99,8 103,3 90,9 98,4 100,2 104,2 
1980 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 

1981 94,2 92,5 94,4 89,8 90,4 91,2 91,3 87,6 95,7 96,2 100,2 83,9 112,8 . 113,6 
1982 ·85,5 88,4 99,1 82,7 84,9 83,6 90,3 81,6 100,5 83,8 95,8 78,0 126,3 107,9 

.1983 83,1 87,9 103,1 67,7 70,3 77,6 86,6 78,5 102,6 . 66,1 89,1 ·71,4 133,6 119,7 
1984 81,3 84,7 101,4 58,0 68,6 73,9 82,9 73,9 101,0 54,6 84,9 64,8 144,0 126,6 
1985 82,0 85,7 101,7 48,8 67,1 74,7 83,9 70,1 101,2 48,3 84,8 63,5 149,9 130,5 
1986 86,5 91,1 112,6 38,4 66,0 78,0 87,0 72,7 109,0 44,6 78,6 69,7 121,3 166,0 
1987 90,0 95,0 120,4 34,6 66,2 78,9 85,2 73,5 114,6 41,4 77,8 74,5 106,7 179,7 
1988 88,9 93,2 119,5 32,1 68,2 77,0 84,0 70,9 114,1 39,3 82,3 73,3 100,2 198,4 
1989 88,1 90,7 118,0 29,7 71,0 76,0 83,0 71,2 112,9 38,1 79,5 71,1 105,1 189,7 
1990 92,7 97,6 124,7 27,3 74,7 80,7 87,8 73,9 117,3 37,6 78,8 79,3 98,6 170,3 

1991 92,2 95,5 122,9 24,1 74,3 78,8 86,5 72,3 116,2 37,8 79,0 76,2 98,3 185,4 

For a detailed commentary on the method used, see European Economy No 8, March 1981. 
EUR 12: against nine non-member countries (Australia, Austria, Canada, Finland, Japan, Norway, Sweden, Switzerland, USA). 
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Table54 

Careat receipts 
Geaenl govenuaent 

(,-,,,.of GDP al -*61,r/«I) 

B DK D GR E ' IRL L NL p UK IUR fl IURl2 

1960 27,S 27,3 3S,I 21,1 34,9 24,8 28,8 32,S 33,9 30,I 32,1 

1961 28,4 26,6 36,3 22,0 36,2 25,7 28,2 34,I 34,9 31,3 32,9 
1962 29,2 28,2 36,6 23,2 36,3 25,2 29,I 33,S 34,4 32,9 33,7 
1963 29,4 29,9 36,9 23,2 37,I 26,1 29,S 33,6 3S,6 31,S 33,7 
1964 30,0 . 29,7 36,4 24,0 38,0 26,9 30,6 33,S 3S,7 31,S 34,0 
196S 30,7 31,2 3S,7 23,7 38,4 27,9 30,1 3S,2 37,3 33,2 34,4 
1966 32,4 33,S 36,2 2S,3 38,4 ·30,0 30,I 3S,8 39,2 34,4 3S,I 
1967 33,2 34,1 36,9 26,2 38,2 30,6 31,0 3S,7 40,6 36,3 3S,9 
1968 33,8 36,9 38,0 27,3 38,8 31,0 31,6 34,S 42,4 37,7 36,9 
1969 34,3 37,2 39,4 27,2 39,8 31,6 30,7 34,3 . 43,2 39,6 37,9 
1970 3S,2 41,7 38,3 26,8 39,0 3S,3 30,4 3S,0 44,S 40,S 37,8 

1961-70 31,7 32,9 37,I 24,9 38,0 29,0 30,1 34,S 38,8 34,9 3S,2 

1970 36,0 46,2 '38,9 22,6 39,4 33,2 28,8 36,S 41,~ 39,8 37,4 

1971 36,S 46,9 40,0 22,8 38,7 . 34,I 29,S 39,8 43,9 38,I 37,S 
1972 36,9 46,s 40,4 23,2 38,9 32,9 29,4 39,9 44,9 36,0 37,2 
1973 37,7 47,3 42,9 23,9 38,9 32,2 28,S 40,6 46,6 3S,4 37,7 
1974 38,6 49,I 43,4 26,7 23,2 39,S . 34,3 28,0 41,4 47,2 39,3 38,8 
197S 41,4 46,8 43,4 27,I 24,8 41,0 33,7 28,S .S0,2 49,6 40,0 39,6 
1976 41,2 47,6 44,6 29,2 25,7 43,1 36,9 29,7 Sl,9 S0,2 39,4 40,S 
1977 42,7 48,3 4S,7 29,6 26,9 42,8 3S,S 30,6 SS,9 Sl,I 38,S 40,8 
1978 43,7 S0,3 4S,4 29,9 27,6 42,S 34,3 31,8 S7,S Sl,S 37,1 40,6 
1979 44,4 Sl,S 4S,I 30,4 28,9 44,I 3S,O 31,3 S3,9 S2,4 37,7 41,0 
1980 43,9 S2,9 4S,4 30,2 30,3 46,I 37,7 33,3 ss,s S3,7 30,9 39,7 42,4 40,9 • 

1971-80 40,7 48,7 43,6 2S,7 41,6 34,7 30,1 48,7 49,1 38,1 39,6 

1981 44,7 S2,9 4S,6 28,8 31,8 · 46,7 38,4 34,3 S6,I S4,0 32,4 41,7 43,2 41,8 
1982 46,S S2,0 46,1 i2,o 32,0 47,6 40,7 36,1 SS,9 S4,4 4 42,2 44,1 42,7 
1983 4S,8 S4,4 4S,8 33,2 34,I 48,2 42,4 37,9 S8,S SS,8 37~ 41,S 44,S 43,3 
1984 47,1 S6,2 · 46,1 34,2 34,0 49,2 42,S 37,7 . S6,6 S4,7 34,6 41,4 44,8 43,S 
198S 47,3 S7,3 - 46,4 34,2 3S,2 49,3 42,4 38,2 S8,2 SS,I 33,4 41,4 4S,0 43,8 
1986 · 46,6 S9,I 4S,6 3S,3 3S,7 48,6 42,3 39,2 SS,8 S3,9 37,3 40,4 44,6 43,S 
1987 46,9 S9,7 4S,2 36,2 37,4 49,1 42,6 39,4 S6,9 ss,o 36,2 39,7 44,S 43,6 
1988 4S,8 S9,S 44,S 34,2 37,2 48,7 43,6 39,9 S6,5 S4,7 37,6 39.3 44,2 43.3 
1989 44,S S8,2 4S,4 31,6 39,0 48,3 39,6 41,6 SS,I S2,2 39,S 39,1 44,i$ i$3,6 
1990 44,7 S6,I 43,8 34,2 3~,6 48,4 39,S 42,6 S6,1 Sl.3 38,3 38.4 44,1 43.3 

1981-90 46,0 S6,S . 4S,S 33,4 3S,S 48,4 41,4 38,7 S6,6 S4,I 36,0 40,S 44.3 43,2 

1991 44,S SS,9 44,8 3S,I 39,S 48,9 40,4 43,8 S3,4 Sl,8 39,9 38.1 44,7 43,9 
1992 44,3 SS,3 4S,I 3S,9 40,3 48,2 40,4 44,4 S2,9 S2,S 40,8 37,3 44,6. 44,0 

• EUR 9: Community excludiq Greece, Spain and Portupl. 
~,: 1%0-70: OECD, 1970-92: manber countries national acco1B1II ud Commillioi, departments. 



Table 55 

Total expenditure 
General government 

( Percentage of GDP at market prices) 

B DK D GR E F IRL L NL p UK EURII" EUR 12 

1960 30,3 24,8 32,5 34,6 28,0 30,1 30,5 33,7 32,4 32,3 

1961 29,8 27,I 33,8 35,7 29,7 29,4 30,3 35,4 33,1 33,0 
1962 30,5 28,1 35,6 37,0 29,5 30,5 32,2 35,6 34,0 34,2 
1963 31,5 28,6 36,4 37,8 30,5 31,1 32,1 37,6 35,4 35,2 
1964 30,8 . 28,4 36,1 38,0 31,8 31,8 32,3 37,8 33,7 34,8 
1965 32,3 29,9 36,7 38,4 33,1 34,3 33,3 38,7 36,2 36,3 
1966 33,5 31,7 36,9 38,5 33,6 34,3 35,0 40,7 35,4 36,3 
1967 34,5 34,3 38,8 39,0 34,8 33,7 37,5 42,5 38,3 37,7 
1968 36,3 36,3 39,2 40,3 35,2 34,7 37,3 43,9 39,3 38,7 
1969 36,1 36,3 38,8 39,6 36,6 34,2 34,1 44,4 41,3 38,8 
1970 36,5 40,2 38,6 38,9 39,6 34,2 33,1 46,0 39,2 38,4 

1961-70 33,2 32,1 37,1 38,3 33,5 32,8 33,7 40,3 36,6 · 36,3 

1970 38,1 42,1 38,6 21,7 38,5 37,5 32,1 33,2 42,8 36,8 37,2 

1971 39,7 43,0 40,0 23,2 38,1 . 38,3 34,3 37,3 44,9 36,7 38,1 
1972 40,6 42,6 40,8 22,8 38,2 37,0 36,4 37,7 45,3 37,3 38,9 
1973 41,0 4i,l 41,6 22,7 38,3 36,8 35,0 36,7 45,9 38,1 39,0 
1974 41,3 45,9 44,6 22,9 39,2 42,5 34,4 36,1 47,4 43,1 41,2 
1975 46,2 48,2 48,8 24,7 43,4 46,3 39,1 49,1 52,4 44,5 44,9 
1976 46,8 47,8 47,9 25,9 43,8 45,5 37,8 49,8 52,8 44,4 44,5 
1977 48,4 48,8 48,0 27,4 43,6 43,1 37,7 52,6 52,8 41,7 44,0 
1978 49,8 50,6 47,7 29,2 44,6 44,0 40,4 52,5 54,2 41,5 44,8 
1979 51,7 53,2 47,6 30,5 45,0 46,4 39,7 53,2 56,1 41,0 44,8 
1980 53,1 56,2 48,3 32,9 46,I 50,4 41,9 55,9 57,8 43,0 46,3 

1971-80 45,9 47,8 45,5 26,2 42,0 43,0 37,7 46,1 51,0 41,1 42,6 

1981 57,5 59,8 49,2 39,9 35,6 · 48,6 51,8 45,8 59,6 59,5 41,7 44,3 48,5 47,1 
1982 57,5 61,2 49,4 39,7 37,5 50,3 54,5 47,4 57,0 61,5 43,8 44,7 49,5 48,2 
1983 57,1 61,6 48,3 41,5 38,9 51,4 54,2 48,6 56,5 62,2 46,1 44,8 49,7 48,6 
1984 56,1 60,3 . 48,0 44,3 39,4 51,9 52,3 49,3 ' 53,2 60,9 46,6 45,4 49,9 48,8 
1985 55,8 59,3 47,3 48,1 42,1 52,1 53,6 50,8 53,0 59,8 43,5 44,3 49,7 48,9 
1986 55,7 55,7 46,9 47,9 41,7 51,3 53,4 50,9 52,4 59,9 44,6 42,8 49,1 48,3 
1987 54,0 57,3 47,0 48,4 40,6 51,0 51,7 50,5 55,3 61,6 43,0 41,1 48,6 47,8 
1988 52,7 59,0 46,6 48,7 40,5 50,4 48,8 50,8 54,2 59,8 43,0 38,2 47,7 47,0 
1989 51,2 58,7 45,2 49,9 41,8 49,5 43,1 51,7 50,8 57,4 42,9 37,9 47,0 46,5 
1990 50,4 57,6 45,7 54,6 42,7 50,1 43,1 53,2 51,3 56,6 44,0 39,1 47,8 47,4 

1981-90 54,8 59,1 47,4 46,3 40,1 50,7 50,7 49,9 54,3 59,9 43,9 42,2 48,7 47,9 

1991 50,9 57,5 48,0 53,0 43,5 50,4 44,5 53,7 51,4 56,2 45,3 40,0 48,8 48,3 
1992 50,6 56,8 47,6 50,3 43,9 49,8 44,5 53,8 50,9 56,6 45,4 40,9 48,7. 48,3 

• EU R 9: Community excluding Greece, Spain and PonugaL 
Sourcts: 1960-70: OECD. 1970-92: member countries national accounts and Commission dcpanmcnts. 
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Table 56 

Net lending ( +) or net borrowing (-) 
C,eoeralgovel'lllllent 

( Percentage of GDP at market prices) 

B OK D GR E F IRL L NL p UK EUR9" EUR 12 

1960 -2,8 3,1 3,0 0,9 -2,4 -0,9 3,1 0,8 -1,0 0,6 

1961 -1,3 0,1 2,8 1,0 -3,2 -0,8 4,8 0,1 -0,7 0,5 
1962 -1,3 0,6 1,4 -0,1 -3,6 -1,0 2,3 -0,6 0,0 0,1 
1963 -2,1 1,9 0,9 -0,1 -3,6 -1,2 2,6 -1,3 -2,8 -0,8 
1964 -0,8 1,8 0,7 0,7 -4,1 -0,8 2,2 -1,5 -1,1 -0,2 
1965 -1,6 1,8 -0,6 0,7 -4,3 -3,8 2,9 -0,8 -2,0 -1,2 
1966 -1,0 2,3 -0,2 0,6 -2,8 -3,8 1,9 -0,9 0,0 -0,6 
1967 -1,3 0,4 -1,4 0,0 -3,3 -2,2 -0,7 -1,3 -1,0 -1,1 
1968 -2,5 1,1 -0,8 -0,8 -3,3 -2,8 -1,7 -0,9 -0,5 -1,1 
1969 -1,8 1,4 1,1 0,9 -4,2 -3,1 1,2 -0,5 -0,6 -0,3 
1970 -1,3 2,1 0,2 0,9 -3,7 -3,5 2,8 -0,8 2,5 0,1 

1961-70 -1,5 1,3 0,4 0,4 -3,6 -2,3 1,8 -0,8 -0,6 -0,5 

1970 -2,2 4,1 0,4 0,7 0,9 -4,3 -3,3 3,2 -1,2 3,0 0,2 

1971 -3,2 3,9 0,0 -0,5 0,6 -4,2 -4,8 2,6 -1,0 1,3 -0,6 
1972 -3,7 3,9 -0,4 0,3 0,6 -4,1 -7,0 2,3 -0,4 -1,3 -1,7 
1973 -3,3 5,2 1,3 1,1 0,6 -4,6' -6,5 3,8 0,8 -2,7 -1,4 
1974 -2,7 3,1 -1,2 0,2 0,3 -8,2 -6,4 5,3 -0,2 -3,8 -2,4 
1975 -4,8 -1,4 -5,5 0,0 -2,4 -12,5 -10,6 1,1 -2,9 -4,5 -5,4 
1976 -5,6 -0,2 -3,3 -0,3 -0,7 -8,6 -8,1 2,0 -2,6 -4,9 -4,0 
1977 -5,6 -0,5 -2,3 -0,6 -0,8 -7,6 -7,0 3,3 -1,8 -3,2 -3,2 
1978 -6,1 -0,3 -2,4 '--1,7 -2,1 -9,7 -8,5 5,0 -2,8 -4,4 -4,1 
1979 -7,3 -1,7 -2,5 -1,6 -0,8 -11,4 -8,3 0,7 . -3,7 -3,3 -3,7 
1980 -9,2 -3,3 -2,8 -2,6 0,0 -12,7 -8,6 -0,4 -4,0 -3,4 -3,9 

1971-80 -5,1 0,9 -1,9 -0,6 -0,5 -.8,4 -7,6 2,6 -1,9 -3,0 -3,0 

1981 -12,8 -6,9 -3,6 -11,0 -3,9 -1,9 -13,4 -11,4 -3,5 -5,5 -9,3 -2,6 -5,3 -5,3 
1982 -11,0 -9,1 -3,2 -7,7 -5,6 -2,8 -13,8 -11,3 -1,0 -7,1 -10,4 -2,5 -5,3 -5,5 
1983 -11,3 -7,2 -2,5 -8,3 -4,7 -3,2 -11,8 -10,6 2,0 -6,4 -9,0 -3,3 -5,2 · -5,3 
1984 -9,0 -4,1 -1,9 -10,0 -5,4 -2,8 -9,8 -11,6 3,4 -6,3 -12,0 -4,0 -5,1 -5,3 
1985 -8,5 -2,0 -0,9 -13,8 -6,9 -2,9 -11,2 -12,5 5,3 -4,8 -10,1 -2,8 -4,7 -5,2 
1986 -9,1 3,4 -1,3 -12,6 -6,0 -2,7 -11,2 -11,7 3,5 -6,0 -7,2 -2,4 -4,5 -4,8 
1987 -7,1 2,4 -1,8 -12,2 -3,2 -1,9 -9,1 -11,0 1,6 -6,6 -6,8 -1,3 -4,1 -4,2 
1988 -6,9 0,5 -2,1 · -14,4 -3,3 -1,8 -5,2 -10,9 · 2,4 -5,2 -5,4 1,1 -3,5 -3,7 
1989 -6,7 -0,5 0,2 -18,3 -2,7 -1,2 -3,5 -10,1 4,3 -5,2 -3,4 1,2 -2,6 -2,9 
1990 -5,7 -1,5 -1,9 -20,4 -4,0 -1,7 -3,6 -10,7 4,8 -5,3 -5,8 -0,7 -3,7 -4,1 

1981-90 -8,8 -2,5 -1,9 -12,9 -4,6 --'2,3 -9,3 -11,2 2,3 -5,8 -7,9 -1,7 -4,4 -4,6 

1991 -6,4 -1;7 -3,2 -17,9 -3,9 -1,5 -4,1 -9,9 2,0 -4,4 -5,4 -1,9 -4,1 -4,3 
1992 -6,3 -1,5 -2,5 -14,4 -3,6 -1,7 -4,I -9,4' 2,0 -4,I -4,6 -3,6 -4,2 -4,3 

. EUR 9: Community excluding Greece, Spain and Portugal . 

Sources: 1960-70: OECD, 1970-92: member countries national accounts and Commission departments. 



TableS7 

Blldptary expeadltare of die F.aropeaa Commaities 
(Mio UA/EUA/ECUJ• 

ECSC Europeu Euratomb EC peraJ buc1,et Tow 
opera- ~ ~~~~~~~~~~~~~~~~~~~~~~~ 

tioaal mcnt EAOOf'C Social RqioaaJ lndllllry, Admiai-
bud,et Fund Fund Fund encraY, 11ratioad 

l'elearcb 

1958 
1959 
1960 

1961 
1962 
1963 
1964 
1965 
196(, 
1967 
1968 
1969 
1970 

1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 

1981 
198i 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 

7,9 21,7 
30,7 
23,S 

Sl,2 . 39,l 
63,2 20,0 

26,S 172,0 
13,6 162,3 
21,9 ss.s 
18,7 35,0 
37,3 248,8 
28,l 157,8 
10,4 105,8 
21,2 121,0 
40,7 104,8 
S6,2 10,S 

37,4 
43,7 
86,9 
92,0 

127,4 
94,0 
93,0 

159,l 
173,9 
175,7 

261,0 
243,0 
300,0 
408,0 
453,0 
439,0 
399,3 
S61,0 
404,0 
488,0 

236,l 
212,7 
210,0 
157,0 
71,0 

320,0 
244,7 
394,S 
480,0 
·S08,S 

658,0 
1SO,O 
152,0 
703,0 
698,0 
846,7 
837,9 

I 196,3 
1297,0 
I 371,0 

12,S 
88,6 

106,4 
124,4 
120,0 102,7 
129,2 310,3 
158,S 562,0 
73,4 2 250,4 
S9,2 3 818,0 
63,4 S 228,3 

I 883,6 
2477,6 
3 768,8 
3 651,3 
4 586,6 
6 033,3 
6 463,S 
9602,2 

10 735,S 
II 596,l 

11446,0 
12 792,0 
16 331,3 
18 985,8 
20 546,4 
23 067,7 
23 939,4 
27 531,9 
25 868,8 
29 S2S,S 

8,6 
ll,3 
4,6 
7,2 

42,9 
26,2 
35,6 
43,0 
so,s 
64,0 

S6,S 
91,S 

269,2 
292,l 
360,2 
176,7 
325,2 
284,8 
S9S,1 
S02,0 

547,0 
910,0 
801,0 

I ll6,4 
I 413,0 
2 533,0 
2 542,2 
2 298,8 
2 676,1 
3 677,4 

ISO,O 
300,0 
372,S 
254,9 
671,S 
751,8 

2 264,0 
2 766,08 
2 26s,s· 
I 283,3 
1624,3 
2 373,0 
2 562,3 
3 092,8 
3 920,0 
S 001,S 

1991 
1992 

495,0 I 467 ,0 35 458,0 4 069,0 6 309,0 
36 008,0 4 872,2 7 702,8 

• UA until 1977, EUA/ECU 1978 onwards. 
b Incorporated ia the EC buct,.trrom 1971. . 
• This column iaclllda. far the yan to 1970, 111bstanlial amounts carried forward to foUowiag yean. 
d Commillioa. Council. Parliamcat, Coun of Jllllico and Coun of Auditon. · 
• lncludiag surpllD of ECU 82.4 Mio carried fC!fWUd to 1981. 
r lacludina ECU I 173 Mio carried forwanl to 1982. 
1 lacludiaa ECU I 819 Mio UK special measures. 

6S,O 
75,I 
69,l 
82,8 
99,0 

ll3,3 
163,3 
227,2 
288,0 
212,8 

217,6 
346,0 

I 216,2 
I 346,4 

706,9 
760,l 
964,8 

1203,7 
I 353,0 
I 763,S 

8,6 
20,3 
23,4 

27,9 
34,2 
37,2 
43,0 
48,l 

. SS,4 
60,4 
91,8 

105,6 
ll4,7 

0,0 
4,9 
4,9 

2,9 
46,8 
42,3 
42,9 
7,4 

10,4 
17,I 
23,S 
77,l 
41,4 

132,l 152,2 
177,2 247,l 
239,4 294,4 
336,7 675,2 
375,0 642,8 
419,7 909,S 
497,0 883,4 
676, 7 I 302,4 
863,9 . I 447,9 
93U 2056,t 

I 035,4 
I 103,3 
I 161,6 
I 236,6 
I 332,6 
I 603,2 
I 740,0 
I 947,0 
2063,0 
2 362,l 

3 024,6 
3 509,7 
2 989,9 
2 IS0,8 
2 599,8 
4 S26,2 
3 720,S 
6186,8 
9978,91 
4 341,3 

2 077,l · 2 827,7 6 681,2 
2 I 54,3 2 932,0 8 738,0 

• .lacludiag ECU 2 211 Mio carried forward to 1983. 
i lacludiaa ECU I 707 Mio carried forward to 1984. 
J There wu a llUll deficit in 1984 in rapect ol the EC budset due Iaraely to tale payment of advances by some Member Stata. 
k There wu a cub deficit in 1985 of ECU 25 Mio due to tale payment of advanoes by 110111C Member StalCI. 
I lacludel a 111rpl1D of ECU 5 080 Mio carried forwanl to 1990. 
"' Rectifying and supplcmcatary bud,et No 2 or 1990. 
• lleclifying and supplcmcatary bud,et No I of 1991.. 
0 Draft .-., budlCl for 1992 (Council rmt radial). 
Solu,y: 1958-89: maa&IOIIICDl BCCOUDll. 

Tow 
EC 

8,6 
2S,2 
28,3 

39,4 
92,3 
84,l 
93,l 

201,l 
402,3 
675,l 

2408,7 
4 051,2 
S 448,4 

2 289,3 
3 074,S 
4 641,0 
S 038,2 
6 213,6 
1952,6 
8 704,9 

12 348,2 
14 602,S 
16 057,SC 

18 546,0f 
21427,0h 
24 76S,Si 
26 ll9,3i 
28 223,0k 
34 863,2 
35 469,2 
42 261,0 
45 899,8 
46 677,3ffl 

3S,S 
146,2 
135,0 

305,0 
356,8 
267,9 
271,l 
607,2 
717,3 
949,8 

2 624,2 
42SS,9 
S S18,S 

2 562,8 
3 330,9 
4 937,9 
S 287,2 
6 412,0 
8 366,6 
9042,6 

12 901,8 
IS 256,4 
16 741,7 

19 465,0 
22420,0 
25 817,S 
27 230,3 
29 374,0 
36 148,9 
36 706,4 
44024,3 
47 600,8 
48 536,3 

S1 422,0" S9 382,0 
62 407,3° 62 407,3 
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Table 58 

Budgetary receipts of the European Communities 
(Mio UA/EUA /ECU)• 

ECSC European Euratom EC budget Total 
levies Development contri-

and Fund butions Miscella- Own resources Total 
oiher contri- (research n~ous and EC 

butions only) contri- Miscel- Agri- Import GNP 
butions laneous cultural duties contri-

under levies butions 
special keys or :VATb,c 

1958 44,0 116,0 7,9 0,02 5,9 5,9 173,8 
1959 49,6 116,0 39,1 0,1 25,1 25,2 229,9 
1960 53,3 116,0 20,0 0,2 28,1 28,3 217,6 

1961 53,1 116,0 72,5 2,8 31,2 34,0 275,6 
1962 45,3 116,0 88,6 2,1 90,2 92,3 342,2 
1963 47,1 106,4 6,7 77,4 84,1 237,5 
1964 61,3 124,4 2,9 90,1 93,1 278,7 
1965 66,1 98,8 3,5 197,6 201,1 366,0 
1966 71,2 116,5 3,9 398,3 402,2 590,0 
1967 40,3 40,0 158,5 4,2 670,9 675,1 913,9 
1968 85,4 90,0 82,0 2 408,6 2 666,0 
1969 106,8 110,0 62,7 78,6 3.972,6 4 051,2 4 330,7 
1970 100,0 130,0 67,7 121,1 5 327,3 5 448,4 5 746,1 

1971 57,9 170,0 69,5 713,8 582,2 923,8 2 289,3 2 517,2 
1972 61,1 170,0 80,9 799,6 957,4 1 236,6 3 074,5 3 305,6 
1973 120,3 150,0 511,0 · 478,0 1 564,7 2 087,3 4 641,0 4 911,3 
1974 124,6 150,0 - 65,3 323,6 2. 684,4 1 964,8 5 038,2 5 312,8 
1975 189,5 220,I 320,5 590,0 3 151,0 2 152,0 6 213,6 6 623,1 
1976 129,6 311,0 282,8 I 163,7 4 064,6 2 482,1 7993,Jd 8 433,7 
1977 123,0 410,0 504,7 I 778,5 3 927,2 2 494,5 8 704,9 9 237,9 
1978 164,9 147,5 344,4 2 283,3 4 390,9 5 329,7 12 348,2 12 6~0,6 
1979 168,4 480,0 230,3 2 143,4 5 189,1 7 039,8 14 602,5 15 2 1,0 
1980 226,2 555,0 I 055,9• 2 002,3 5 905,8 7 093,5 16 057,5r 16 838,7 

1981 264,0 658,0 I 219,0 I 747,0 6 392,0 9 188,0 18 546,0g 19 468,0 
1982 243,0 750,0 187,0 2 228,0 6 815,0 12 197,0 21 427,0 22 420,0 
1983 300,0 700,0 1 565,0 2 295,0 6 988,7 13 916,8 24 765,5h 25 765,5 
1984 408,0 703,0 1 060,7i 2 436,3 7 960,8 14 594,6 26 052,4i 27 163,4 
1985 453,0 698,0 2 49J,Ok 2 179,0 8 310,0 15 218,0 28 198,0 29 349,0 
1986 439,0 846,7 396,5 2 287,0 8 172,9 22 810,8 33 667,2 34 952,9 
1987 399,3 837,9 74,8 3.097,9 8 936,5 23 674,1 35 783,3 37 020,5 
1988 567,0 I 196,3 I 377,0 2 606,0 9 310,0 28 968,0 42 261,0 44 024,3 
1989 404,0 1 297,0 4 018,4 2 397,9 10 312,9 29 170,6 45 899,8 47 600,8 
1990 488,0 1 371,0 5 419,0 2 283,2 II 349,9 27 625,2 46 677,31 48 536,3 

1991 495,0 1 467,0 4 356,0 2 295,4 11 949,7 38 821,8 57 420,om 59 382,0 
1992 413,2 2 328,6 11 599,9 48 065,6 62 407,3n 62 407,3 

. UA until 1977, EUA/ECU from 1978 onwards . 
b GNP until 1978, VAT from 1979 until 1987; GNP from 1988 onwards. 
C This column includes, for the years to 1970, surplus revenue from previous years carried forward to following years. 
d .As a result of the calculations to establish the relative shares of the Member States in the 1976 budget, an excess of revenue over expenditure occurred amounting to UA 40,5 Mio. This was 

carried forward to 1977. 

' Including surplus brought forward from 1979 and balance of 1979 VAT and financial contributions. 
r Including surplus of ECU 82,4 Mio carried forward to 1981. 

Including surplus of ECU 661 Mio. 
i 

Includes surplus of ECU 307 Mio. 
Includes ECU 593 Mio of repayable advances by Member States. 
See note (j) to Table 57. 
Includes non-repayable advances by Member States of 1981, ECU 6 Mio. 
Rectifying and supplementary budget No 2 of 1990. 

m Rectifying and supplementary budget No I of 1990. 
n Draft general budget for 1992 (Council first reading). 
Note: From 1988 onwards agricultural levies, sugar levies and customs duties are net of 10 % collection costs previously included as an expenditure item. 
Source: 1958-89: management accounts. 
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Table 59 Table 60 

Borrowing operations of the European Communities Net outstanding borrowing of the European Communities 
and of the European Investment Bank and of the European Investment Bank 

(Mio UA/EUA/ECU)• (Mio UA/EUA/ECU)' 

ECSC EIB Euratom EECb EEC- Total ECSC EIB Euratom EECb EEC- Total 
NCI' NCI' 

1958 50 50 1958 212 212 
1959 1959 209 209 
1960 35 35 1960 236 236 

1961 23 21 44 1961 248 21 269 
1962 70 32 102 1962 304 54 358 
1963 J3 35 5d 73 1963 322 88 410 
1964 128 67 8d 203 1964 436 154 590 
1965 54 65 lid 130 1965 475 217 692 
1966 103 139 14d 256 1966 560 355 915 
1967 58 195 3d 256 1967 601 548 1 149 
1968 108 213 321 1968 686 737 1 423 
1969 52 146 198 1969 719 883 1 602 
1970 60 169 229 1970 741 1 020 1 761 

1971 102 413 1d 516 1971 802 1 423 2 225 
1972 230 462 692 1972 963 1 784 2 747 
1973 263 608 871 1973 1 157 2 287 3 444 
1974 528 826 1 354 1974 1 615 3 124 4 739 

1975 731 814 - 1 545 1975 2 391 3 926 6 317 

1976 956 732 1 249 2 937 1976 3 478 4 732 1 161 9 371 

1977 729 1 030 99 571 2 429 1977 3 955 5 421 99 1 500 10 975 
1978 981 1 863 72 2 916 1978 4 416 6 715 172 1 361 12 664 

1979 837 2 437 153 178 3 605 1979 4 675 8 541 323 965 178 14 682 

1980 1 004 2 384 181 305 3 874 1980 5 406 10 604 502 1 016 491 18 019 

1981 325 2 243 373 339 3 280 1981 5 884 13 482 902 1 062 894 22 224 

1982 712 3 146 363 773 4 994 1982 6 178 16 570 1 272 591 1 747 26 358 

1983 750 3 508 369 4 247 1 617 10 491 1983 6 539 20 749 1 680 4 610 3 269 36 847 

1984 822 4 339l' 214 967 6 342 1984 7 119 25 007 1 892 4 932 4 432 43 382 

1985 1 265 5 699e 344 860 8 168 1985 7 034 26 736 2 013 3 236 4 960 43 979 

1986 1 517 6 786 488 862 541 10 194 1986 6 761 30 271 2 168 1890 5 202 46 292 

1987 1 487 5 593 853 860 611 9 404 1987 6 689 31 957 2 500 2 997 5 229 49 372 

1988 880f 7 666 93 945f 9 584 1988 6 825 36 928 2 164 2 459 5 514 53 890 

1989 913 9 034 522 10 469 1989 6 738 42 330 1 945 2075 5 122 58 210 

1990 1 086 10 996 76 12 158 1990 6 673 48 858 1 687 · 1 695 4 542 63 455 

• ECSC: 1958-74 UA, 1975-89 EUA/ECU. EIB: 1961-73 UA, 1974-89 EUA/ECU. Euratom: • ECSC: 1958-74 UA, 1975-89 EUA/ECU. EIB: 1961-73 UA, 1974-89 EUA/ECU. Euratom: 
1963-73 UA, 1974-89 EUA/ECU. 1963-73 UA, 1974-89 EUA/ECU. 

b EEC balance-of-payments financing. b EEC balance-of-payments financing. 
c EEC New Community instrument (for investment). c EEC New Community instrument (for investment). 
d Drawings under credit lines opened with Eximbank (USA). Source: European Economy: report on the borrowing and lending activities of the· Community. 
c Including short-term borrowing. 
r Including the Community loan 'Jean Monnet' of ECU 500 Mio which has been divided 

equally under the headings ECSC and NCI. 
Source: European Economy: report on the borrowing and lending activities of the Community. 
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Table 61 

Main economic indicators 1961-928 

EUR12 
( AMUJJI percentage change, wrless otherwiY stated) 

1961-73 1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic product 
- at current prices 10,2 13,8 9,3 8,7 8,5 7,1 8,8 8,6. 8,6 6,9 6,9 
- at constant prices 4,8 1,9 2,3 2,5 2,7 2,9 4,0 3,3 2,8 1,3 2,2 
- price deflator 5,2 11,6 6,8 6,1 5,6 4,1 4,6 5,1 5,7 5,5 4,6 

2. Gross fixed capital formationb 
- total 5,7 -0,4 1,2 2,4 4,0 5,5 9,0 6,7 4,1 -0,4 2,2 
- constructionc -1,4 -0,3 -1,7 3,8 3,1 6,3 5,3 3,6 -0,2 1,8 
- equipmentc I ,I 3,9 8,5 3,9 8,4 11,3 8,5 4,7 -0,3 2,6 

3. Share of gross fixed capital formation in GDpd 
- total 23,1 21,6 19,3 19,1 19,0 19,3 20,1 20,7 20,8 20,2 20,l 
- general govemmente 3,2 2,8 2,8 2,8 2,7 2,6 2,8 3,0 3,0 2,9 
- other sectorsc 18,3 16,4 16,2 16,1 16,6 17,4 17,8 17,7 17,2 17,l 

4. Final national uses incl. stocksb 
- EUR12 4,9 1,5 1,8 2,3 3,9 4,1 5,0 3,7 2,9 1,1 2,2 
- EUR 12 against 9 other OECD countries -0,6 -0,5 -3,5 -1,7 0,1 -0,3 0,1 -0,1 1,1 1,1 -0,2 

5. Inflation 
(price deflator private consumption) 4,7 11,8 7,3 6,0 3,8 3,6 3,7 4,9 5,2 5,0 4,5 

6. Compensation per employee 
- nominal 9,9 13,9 7,5 7,0 6,4 5,6 5,9 6,1 7,6 7,0 5,8 
- real, deflator private consumption 5,0 1,9 0,2 1,0 2,5 2,0 2,1 1,1 2,3 1,9 1,3 
- real, deflator GDP 4,5 2,1 0,6 0,9 0,8 1,5 1,2 0,9 1,9 1,4 1,2 

7. Productivityf 4,4 2,0 2,3 1,9 2,1 1,7 2,4 1,7 1,4 0,8 1,9 
8. Real unit labour costs8 

- index: 1961-73 = 100 -100,0 103,1 99,2 98,2 96,9 96,7 . 95,6 94,8 95,3 95,9 95,2 
- annual percentage change 0,1 0,0 -1,7 -1,0 -1,3 -0,3 -1,1 -0,8 0,5 0,6 -0,7 

9. Relative unit labour costs in common currency 
against 9 other OECD countries 
- index: 1961-73 = 100 100,0 104,7 84.,5 84,4 92,6 99,5 97,6 94,8 106,5 103,9 102,6 
- annual percentage change 1,0 -1,5 -7,4 · -0,1 9,8 7,4 -1,9 -2,8 12,4 -2,4 -1,3 

10. Employment 0,3 -0,1 0,1 0,5 0,6 I, I 1,6 1,5 1,4 0,4 0,3 
11. Unemployment rateh 2,2 6,0 10,7 10,8 10,7 10,3 9,7 8,9 8,4 8,6 9,1 
12. Current balancei 0,4 -0,3 0,3 0,7 1,4 0,8 0,1 -0,1 -0,3 -0,4 -0,5 
13. Net lendin~ . ( +) or net borrowing ( - ) of general 

govemment'J -0,7 -4,0 -5,3 -5,2 -4,8 -4,2 -3,7 -2,9 -4,1 -4,3 -4,3 
14. Gross debt of general govemmentij 44,4 56,4 59,1 60,0 61,5 61,0 60,3 60,3 61,8 63,4 
15. Interest payments by general govemmentij· 3,1 4,7 5,0 5,0 4,8 4,7 4,8 5,0 5,1 5,2 
16. Money supply (end of year)k 11,9 13,4 10,5 9,9 9,8 9,8 10,4 11,0 9,1 
17. Long-term interest rate1 7,1 12,1 11,8 10,9 9,2 9,4 9,4 9,9 11,l 10,4 
18. Profitability (index: 1961-73 = 100) 100,0 72,2 75,3 "78,5 83,9 86,0 90,7 93,8 93,5 91,6 92,9 . 1961-90: Eurostat and Commission services . 

1991-92: Economic forecasts November 1991. · 
b At constant prices. 
' 1974-83: EUR 12 excl. Ponugal. 
d At current prices . . 
' EU R 12 excl. Greece and Ponugal. 
r GDP at constant market prices per person employed. 

Denator GDP. 
Per cent of civilian labour force. 

; 
1961-73: EUR 12 excl. Greece. Spain and Ponugal. 
Per cent or GDP. 
1974-83: EUR 12 excl. Greece and Ponugal. 
Broad money supply M2 or M3 according to country. 

I 
1961-73: EUR 12 excl. Spain and Ponugal. 
Levels. 
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Table 62 

Main economic indicaton 196t-92a 

Belgium 
( Alfllual pm:tntagt change, unless 01/rerwue stated) 

1961-73 1974-83 1984 198S 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic p .oduct 
- at current prices 9,2 8,9 7,4 7,0 5,2 4,6 6,4 8,6 6,8 4,4 5,8 
- at constant prices 4,9 1,8 2,1 0,8 1,5 2,2 4,6 3,9 3,7 1,3 2,1 
- price deflator 4,1 6,9 5,2 6,1 3,7 2,3 1,7 4,6 3,0 3,1 3,6 

2. Gross fixed capital formationb 
- total 5,1 -1,0 1,7 0,7 4,4 5,8 13,5 13,6 8,3 0,6 3,0 
- construction -2,4 -6,1 -0,6 3,0 3,3 13,2 8,9 6,7 -1,4 3,3 
- equipment 2,4 13,6 2,3 5,3 7,2 13,8 18.~ 10,3 3,0 2,8 

3. Share of gross fixed capital formation in GDpc 
- total 21,8 20,4 16,0 15,6 15,7 16,0 17,5 19,1 20,0 19,8 19,8 
- general government 3,7 2,6 2,2 2,0 1;8 1,9 1,7 1,6 1,6 1,6 
- other sectors 16,7 13,4 13,4 13,7 14,2 15,6 17,5 18,4 18,2 18,3 

4. Final national uses incl. stocks 
- at constant prices 4,8 1,1 2,3 0,5 2,8 3,9 4,1 4,9 3;4 1,2 2,2 
- relative against 19 competitors -0,1 -0,5 -0,6 -2,1 -0,9 0,5 0,0 1,5 0,5 0,1 0,2 
- relative against other member countries 0,0 -0,3 0,4 -1,6 -0,9 0,6 -:-0,I 1,5 0,2 -0,2 0,3 

5. Inflation 
(price deflator private consumption) 3,7 7,8 . 5,7 6,0 0,5 2,0 1,6 3,5 3,5 3,2 3,4 

6. Compensation per employee 
- nominal 8,9 10,1 6,5 4,6 4,6 2,1 2,4 3,6 6,4 5,2 5,7 
- real, deflator private consumption 5,0 2,2 0,8 -1,3 4,0 0,1 0,8 0,1 2,8 1,9 2,2 
- real, deflator GDP 4,6 3,0 1,3 -1,4 0,9 -0,2 0,7 -0,9 3,4 2,0 2,1 

7. Productivity<! 4,3 2,2 2,3 0,3 0,8 1,8 3,1 2,2 2,7 1,6 2,1 

8. Real unit labour costse 
- index: 1961-73 = 100 100,0 111,4 109,9 108,1 108,1 106,0 103,6 100,4 101,0 101,4 101,4 
- annual percentage change 0,3 0,7 -1,0 -1,7 0,1 -1,9 -2,3 -3,1 0,6 0,4 0,0 

9. Relative unit labour costs in common currency 

• against 19 competitors 
- index: 1961-73 = 100 100,0 107,7 87,5 89,0 94,4 95,6 91,6 89,5 93,3 91,4 91,3 
- annual percentage change -'0,3 -1,4 -1,1 1,8 6,0 1,3 -4,2 -2,3 4,3 -2,0 -0,1 

• against other member countries 
- index: 1961-73 = 100 100,0 105,4 90,7 92,5 95,7 95,2 91,5 90,1 91,4 90,1 90,3 
- annual percentage change -0,7 -1,0 1,1 1,9 3,4 -0,6 -3,8 -1,5 1,4 -1,4 0,2 

10. Employment 0,6 -0,4 -0,2 0,6 0,6 0,5 1,5 '1,6 0,9 -0,3 0,0 

11. Unemployment rater 7,3 12,5 11,6 11,6 11,4 10,0 8,5 . 8,1 8,6 8,6 

12. Current balanceg 1,1 -1,7 -0,6 0,3 2,1 1,4 1,5 1,1 1,0 1,0 1,1 

13. Net lending ( +) or net borrowing (-) of general 
govemmentg -7,6 -9.0 -8,5 -9,1 -7,1 -6,9 -6,7 -5,7 -6,4 -6,3 

14. Gross debt of general govemmentg 75,6 112,6 119,8 124,0 131,0 132,4 128,4 127,3 129,4 129,6 

15. Interest payments by general govemmentg 5,8 10,0 10,8 11,4 10,7 10,3 10,6 10,9 10,9 10,9 

16. Money supply (end of year)h 10,1 10,3 6,2 6,7 10,7 9,9 6,6 11,0 6,9 

17. Long-term interest ratei 6,5 10,5 12,0 10,6 7,9 7,8 7,9 8,7 10,1 9,3 

18. Profitability (index: 1961-73 = 100) 100,0 66,0 64,0 68,1 69,9 75;2 82,3 90,2 89,4 86,9' 86,4 

. 1961-90: Eurostat and Commission services . 
1991·92: Economic forecasts November 1991. 

b At constant prices. 
c At current prices. 
d GDP at constant market prices per person employed. 

' Deflator GDP. 
Per cent of civilian labour force. 
Per cent of GDP. 
M2N. 

i Levels 
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Table 63 

Main economic indicators 1961-92a 

Denmark 
( Annual percentage change, unless otherwise stated) 

1961-73 1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 

1. Gross domestic product 
- at current prices 11,7 11,5 10,3 8,8 8,4 5,0 5,1 5,5 4,4 3,7 5,3 
- at constant prices 4,3 1,5 4,4 4,3 3,6 0,3 0,5 1,2 2,1 1,8 3,0 
- price deflator 7,0 9,8 5,7 4,3 4,6 4,7 4,5 4,3 2,3 1,9 2,2 

2. Gross fixed capital forrnationb 
- total 6,5 -3,4 12,9 12,6 17,l -3,8 -6,6 0,2 -1,9 -1,9 2,0 
- construction -5,7 8,8 8,9 18,0 1,1 -4,5 -4,6 -6,l -6,5 -1,0 
- equipment 1,0 17,9 16,2 16,6 -8,9 -9,8 6,3 3,0 3,0 5,0 

3. Share of gross fixed capital formation in Gopc 
- total 24,0 19,9 17,2 18,7 20,8 19,7 18,3 18,2 17,7 17,3 17,2 
- general gove ment 3,4 1,9 2,2 1,6 1,8 1,9 2,0 1,9 2,0 1,9 
- other sectors 16,5 15,3 16,6 19,1 17,9 16,5 16,2 15,8 15,3 15,3 

4. Final national uses incl. stocks 
- at constant prices 4,6 0,5 5,1 5,4 6,1 -2,2 -1,7 0,3 -0,7 0,4 2,0 
- relative against 19 competitors 0,1 -1,1 1,5 2,4 2,2 -5,5 -5,7 -2,9 -3,0 -:0,1 0,0 
- relative against other member countries 0,2 -0,8 3,1 3,3 2,3 -5,6 -6,1 -3,0 -3,8 -0,8 0,0 

5. Inflation 
(price deflator private consumption) 6,6 10,5 6,4 4,3 2,9 4,6 4,9 5,1 2,5 2,4 2,2 

6. Compensation per employee 
- nominal 10,7 11, 1 5,5 4,7 4,4 7,9 3,9 3,3 3,5 3,5 3,5 
- real, deflator private consumption 3,8 0,6 -0,8 0,4 1,5 3,1 -0,9 -1,6 1,0 1,1 1,3 
- real, deflator GDP 3,4 1,2 -0,1 0,4 -0,2 3,0 -0,6 -0,9 1,2 1,6 1,3 

7. Productivity<! 3,2 1,3 2,6 1,7 1,0 -0,6 0,5 1,8 2,5 2,8 3,0 

8. Real unit labour costs• 
- index: 1961-73 = 100 100,0 101,2 94,9 93,6 92,5 95,9 94,8 92,2 91,0 90,0 88,4 

annual percentage change 0,2 -0,1 -2,7 -1,3 -1,2 3,6 -1,2 -2,7 -1,3 -1,2 -1,7 

9. Relative unit labour costs in common currency 

• against 19 competitors 
- index:. 1961-73 = 100 100,0 113,4 96,6 97,1 102,7 112,4 110,6 105,5 108,8 101,9 98,4 
- annual percentage change 2,2 -1,2 -4,0 0,6 5,7 9,4 -1,6 -4,6 3,2 -6,3 -3,5 
• against other member countries 
- index: 1961-73 = 100 100,0 110,6 100,8 101,7 103,7 110,5 109,9 106,4 105,2 99,2 95,9 
- annual percentage change 1,7 -0,8 -0,7 0,9 2,0 6,6 -0,6 -3,2 -1,1 -5,7 -3,3 

10. Employment 1,1 0,2 1,7 2,5 2,6 0,9 0,0 -0,6 -0,4 -1,0 0,0 
11. Unemployment ratef 6,1 8,7 .,2 5,6 5,7 6,5 7,8 8,2 9,5 9,6 
12. Current balances -2,0 -3,4 -3,3 -4,6 -5,4 -2,9 -1,2 -1,2 0,8 1,4 2,2 
13. Net lending ( +) or net borrowing ( - ) of general 

govemment8 -2,7 -4,1 -2,0 3,4 2,4 0,5 -0,5 -1,5 -1,7 -1,5 
14. Gross debt of general governments 32,9 79,8 76,8 69,0 65,8 66,1 65,6 66,4 66,7 65,8 
15. Interest payments by general govemment8 3,5 9,6 9,9 8,8 8,3 7,9 7,4 7,2 7,4 7,3 
16. Money supply (end of year)h 10,6 12,8 17,8 15,8 8,4 4,4 3,5 5,9 7,2 
17. Long-term interest ratei 9,0 16,6 14,0 11,6 , 10,5 11;9 10,6 10,2 11,0 10,1 
18. Profitability (index: 1961-73 = 100) 100,0 71,8 80,8 84,1 89,5 81,0 80,7 83,8 84,7 85,5 88,6 
a 1961-90: Eurostat and Commission services. 

1991-92: Economic forecasts November 1991. 
b At constant prices. 
c At current prices. 
• GDP at constant market prices per person employed. . Deflator GDP . 
f Per cent of civilian labour force. 

Per cent of GDP. 
M2. 

i Levels. 
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Table 64 

Main economic indicators 1961-92a 

West Germany 
/ Annual percentage change, unless otherwise stated) 

1961-73 1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic product 
- at current prices 8,9 6,2 4,8 4,3 5,5 3,7 5,3 5,9 8,3 7,8 6,8 
- at constant prices 4,4 1,6 2,8 2,0 2,3 1,7 3,7 3,3 4,7 3,3 2,2 
- price deflator 4,3 4,5 2,0 2,2 3,1 2,0 1,6 2,6 3,4 4,3 4,5 

2. Gross fixed capital formationh 
- total 4,0 -0,1 0,8 0,1 3,3 2,2 5,1 7,1 8,8 6,6 3,8 
- construction -1,0 1,6 -5,6 2,7 -0,3 3,3 5,1 5,3 3,5 2,5 
- equipment 1,5 -0,2 9,9 4,3 5,6 7,7 10,0 12,9 10,0 5,1 

3. Share of gross fixed capital formation in GDpc 
- total 24,9 21,0 20,2 19,7 19,5 19,5 19,7 20,5 21,4 22,2 22,5 
- general government 3,4 2,4 2,1 2,4 2,4 2,3 2,3 2,3 2,4 2,4 
- other sectors 17,7 17,8 17,6 17,1 17 ,I 17,4 18,2 19,0 19,8 20,1 

4. Final national uses incl. stocks 
- at constant prices 4,5 1,4 2,0 0,8 3,5 2,7 3,8 2,7 5,0 3,0 2,1 
- relative against 19 competitors -0,5 -0,3 -1,4 -2,2 -0,2 -0,9 -0,5 -0,9 2,8 . 2,6 0,1 
- relative against other member countries -0,3 -0,1 0,0 -1,7 -0,3 -0,9 -0,7 -1,1 2,7 2,5 0,2 

5. Inflation 
(price deflator private consumption) 3,6 4,8 2,5 2,1 -0,2 0,8 1,3 3,1 2,6 3,5 4,2 

6. Compensation per employee 
- nominal 9,1 6,0 3,3 3,0 3,5 3,0 3,0 2,8 4,2 6,2 5,8 

. - real, deflator private consumption 5,3 1,2 0,9 0,9 3,7 2,2 1,7 -0,2 1,5 2,6 1,5 
- real, deflator GDP 4,5 1,4 1,4 0,7 0,4 1,0 1,4 0,3 0,7 1,8 1,2 

7. Productivityd 4,1 1,9 2,7 1,2 0,9 1,0 2,9 1,9 1,9 0,5 I, I 

8. Real unit labour costs• 
- index: 1961-73 = 100 100,0 102,1 97,0 96,5 96,0 96,0 94,6 93,1 92,1 93,3 93,4 
- annual percentage change 0,4 -0,5 -1,3 -0,5 -0,5 <i,o -1,5 -1,6 -1,1 1,3 0,1 

9. Relative unit labour costs in common currency 

• against 19 competitors 
- index: 1961-73 = 100 100,0 107,6 9i,2 89,6 97,9 103,4 99,7 95,9 98,4 97,6 98,5 
- annual percentage change 2,2 -2,3 -4,6 -1,8 9,3 5,6 -3,6 -3,8 2,6 -0,8 0,9 

• against other member countries 
- index: 1961-73 = 100 100,0 107,0 97,9 96,0 101,9 105,0 101,3 98,2 96,0 96,1 97,6 
- annual percentage change 2,1 -1,9 -1,7 -1,9 6,1 3,0 -3,6 -3,1 -2,2 0,1 1,6 

10. Employment 0,3 -0,3 0,2 0,7 1,4 0,7 0,8 1,4 2,8 2,8 1,0 

11. Unemployment ratef 3,7 7,1 7,1 6,3 6,2 6,1 ' 5,5 5,f 4,6 5,0 

12. Current balance8 0,7 0,6 1,3 2,6 4,4 4,2 4,2 4,7 3,2 1,2 1;2 

13. Net lending ( +) or net borrowing (-) ·of general 
government8 · -2,9 -1,9 -0,9 -1,3 -1,8 -2,1 0,2 -1,9 -3,2 -2,5 

14. Gross debt of general governmentg 31,0 41,6 42,3 42,4 43,5 44,1 43,0 43,6 · 46,2 48,7 

15. Interest payments by general governmentg 1,9 3,0 3,0 3,0 2,9 2,8 2,7 2,6 2,7 2,8 

16. Money - pply (end ofyear)h 10,9 7,7 4,7 5,0 6,6 5,9 6,9 5,5 5,9 

17. Long-term interest ratei 7,2 8,2 7,8 6,9 5,9 5,8 6,1 7,0 8,9 8,6 

18. Profitability (index: 1961-73 = 100) 100,0 78,0 79,6 80,8 84,2 84,6 89,3 93,0 96,9 94,6 93,8 

. 1961-90: Eurostat and Commission services . 
1991-92: Economic forecasts November 1991. 

b At constant prices. 

' At current prices. 
d GDP at constant market prices per person employed. 

' Deflator GDP. 
r Per cent of civilian labour force. 

Per cent of GDP. 
M3. 

i Levels. 
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Table 65 

Main economic indicators 1961-92a 

Greece 
( AMual percenlage change, llllless olherwise Slaled) 

1961-73 1974-83 1984 198S 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic product 
- at current prices 12,5 20,3 23,6 21,3 19,1 13,3 20,5 17,3 17,9 20,9 14,7 
- at constant prices 7,7 2,5 2,8 3,1 1,4 -0,5 4,1 2,8 -0,3 0,7 1,2 
- price deflator 4,5 17,4 20,3 17,7 17,4 13,8 15,7 14,0 18,2 20,0 13,3 

2. Gross fixed capital fonnationb 
- total 10,0 -1,9 -5,1 5,2 -6,2 -8,7 8,8 8,6 4,8 -1,2 3,5 
- construction -3,4 -6,9 3,1 -0,8 -7,7 8,3 2,0 2,1 -5,0 2,5 
- equipment 0,5 -4,2 7,7 -12,6 -9,9 9,5 17,4 7,9 3,0 4,5 

3. Share of gross fixed capital fonnation in Gopc 
- total 22,7 22,4 18,5 19,1 18,5 16,8 17,l 18,5 18,9 18,2 18,5 
- general government 4,1 4,4 4,1 3,2 3,2 3,4 3,1 3,1 3,1 
- other sectors 14,3 14,7 14,4 13,6 13,9 15,2 15,8 15,1 15,3 

4. Final national uses incl. stocks 
- at constant prices 8,1 1,7 0,0 5,4 -1,7 -1,6 7,0 3,3 3,.l -0,3 1,1 
- relative against 19 competitors 3,1 0,0 -3,3 2,7 -5,l -5,0 2,5 0,0 0,5 -1,4 -1,0 
- relative against other member countries 3,3 0,2 -2,1 3,3 -5,2 -5,0 2,5 0,0 0,2 -1,7 -0,9 

5. Inflation 
(price deflator private consumption) 3,5 17,3 17,9 18,3 22,1 15,5 14,2 14,7 20,2 18,3 14,3 

6. Compensation per employee 
- nominal 10,4 21,6 20,7 23,4 12,5 9,8 18,8 18,l 20,2 16,2 11,6 
- real, deflator private consumption 6,7 3,7 2,4 4,3 -7,9 -5,0 4,0 2,9 0,0 -1,7 -2,3 
- real, deflator GDP 5,1 3,6 0,3 4,8 -4,2 -3,5 2,6 3,6 1,7 -3,1 -1,5 

7~ Productivity<! 8,1 1,4 2,4 2,2 1,0 -0,4 2,5 2,5 -0,5 1,6 1,3 

8. Real unit labour costse 
- index: 1961-73 = 100 100,0 97,6 105,1 107,9 102,3 99,0 99,2 100,3 102,4 97,7 95,0 
- annual percentage change -2,2 2,2 -2,0 2,6 -5,2 -3,1 0,2 I, I 2,2 -4,6 -2,8 

9. Relative unit labour costs in common currency 

• against 19 competitors 
- index: 1961-73 = 100 100,0 79,2 80,0 78,5 66,5 64,2 67,4 69,7 73,9 71,1 69,7 
- annual percentage change -3,~ 1,0 -2,2 -1,8 -15,3 -3,5 5,0 3,4 6,1 -3,9 -1,9 
• against other member countries 
- index: 1961-73 = 100 100,0 77,4 84,8 83,4 68,5 64,6 68,2 71,2 72,8 70,5 69,4 
- annual percentage change -4,4 1,6 0,5 -1,7 -17.,8 -5,1 5,5 4,4 2,3 -3,2 -1,5 

10. Employment -0,4 1,1 0,3 0,9 0,3 -0,1 1,6 -0,4 0,2 -0,8 -0,1 
11. Unemployment rater 3,2 8,1 . 7,8 7,4 7,4 7,6 1,5 7,5 8,8 9,3 
12. Current balance8 -2,9 -2,3 -4,0 -8,2 -5,3 -3,1 -2,0 -4,8 -6,l -4,1 -3,4 

13. Net lending ( +) or net borrowing (-) of general 
government8 -10,0 -13,8 -12,6 -12,2 -14,4 -18,3 -20,4 -17,9 -14,4 

14. Gross debt of general govemment8 29,7 53,2 62,6 65,2 72,9 80,4 85,8 93,7 96,4 99,0 
15. Interest payments by general govemment8 2,1 4,6 5,3 5,8 7,2 7,9 8,2 12,0 13,2 12,7 
16. Money supply (end of year)h 18,2 25,0 29,4 26,8 19,0 25,2 22,6 23,7 14,6 
17. Long-term interest ratei 12,9 18,5 15,8 15,8 17,4 16,6 
18. Profitability (index: 1961-73 = I 00) 100,0 71,8 41,7 34,8 43,5 49,5 52,9 48,8 44,3 54,5· 60,l . 1961·90: Eurostat and Commission services . 

1991-92: Economic forecasts November 1991. 
b At constant prices. 
c At current prices. 
d GDP at constant market prices per person employed. 

' Oeflator GDP. 
r Per cent of civilian labour force. 

Per cent of GDP. 
M3. 

i Levels. 
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Table 67 

Main economic indicators 1961-923 

France 
( Annual percentage change, unless otherwise stated) 

1961-73 1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic product 
- at current prices 10,7 13,5 8,9 7,8 7,9 5,0 7,0 7,4 5,6 4,4 5,2 
- at constant prices 5,4 2,2 1,5 1,8 2,4 2,0 3,6 3,6 2,8 1,3 2,3 
- price deflator 5,1 11,0 7,3 5,8 5,3 2,9 3,3 3,6 2,7 3,1 2,9 

2. Gross fixed capital formationb 
- total 7,5 -0,3 -2,6 3,4 4,6 4,2 8,5 5,8 3,8 -0,6 1,8 
- construction -0,9 -2,9 -0,4 3,6 3,2 7,3 5,3 2,3 1,2 2,1 
- equipment 0,4 -0,6 10,0 4,3 5,4 9,7 5,8 5,0 -1,8 1,6 

3. Share of gross fixed capital formation in Gopc 
- total 24,0 22,8 19,3 19,3 19,3 19,7 20,5 20,8 20,8 20,4 20,3 
- general government 3,4 3,0 3,2 3,2 3,0 3,3 3,4 3,4 3,5 3,4 
- other sectors 19,4 16,2 16,0 16,1 16,6 17,2 17,4 17,5 17,0 17,0 

4. Final national uses incl. stocks 
- at constant prices 5,5 1,7 0,5 2,3 4,3 3,1 3,8 3,2 3,2 1,1 1,9 
- relative against 19 competitors 0,7 0,1 -3,0 -0,4 0,6 -0,7 -0,7 -0,4 0,4 0,2 -0,2 
- relative against other member countries 0,9 0,3 -1,7 0,3 0,7 -0,6 -0,9 -0,4 0,1 -0,2 -0,2 

5. Inflation 
(price deflator private consumption) 4,8 11,5 7,9 6,0 2,9 3,3 2,9 3,5 2,9 3,0 2,9 

6. Compensation per employee 
- nominal 9,9 14,3 8,2 6,6 4,6 3,6 4,1 4,8 4,9 4,6 3,8 
- real, deflator private consumption 4,8 2,6 0,4 0,6 1,7 0,3 1,1 1,2 1,9 1,5 0,9 
- real, deflator GDP 4,5 3,0 0,9 0,7 -0,7 0,7 0,8 1, I 2,1 1,5 0,9 

7. Productivityd 4,6 2,1 2,4 2,1 2,3 1,7 2,8 2,5 1,6 0,9 2,3 

8. Real unit labour costse 
- index: 1961-73 = 100 100,0 106,3 105,6 104,2 101,I 100,1 98,1 96,8 97,2 97,8 96,5 
- annual percentage change -0,1 0,9 -1,5 -1,4 -2,9 -1,0 -2,0 -1,3 0,5 0,6 -1,4 

9. Relative unit labour costs in common currency 

• against 19 competitors 
- index: 1961-73 = 100 100,0 95,2 86,2 87,8 90,4 90,1 86,6 84,5 88,0 84,4 81,9 
- annual percentage change -0,8 -0,5 -2,5 1,9 2,9 -0,2 -3,9 -2,4 4,1 -4,0 -3,l 
• against other member countries 
- index: 1961-73 = 100 100,0 93,8 92,6 94,6 93,9 91,1 88,0 86,6 86,5 83,6 81,3 
- annual percentage change -1,2 0,2 0,6 2,1 -0,7 -3,0 -3,5 -1,5 -0,1 -3,4 -2,7 

10. Employment 0,7 0,1 -0,9 -0,3 0,1 0,3 0,7 1,1 1,2 0,4 0,0 
11. Unemployment rate' 5,7 9,8 10,2 10,3 10,4 9,9 9,4 9,0 9,5 10,1 
12. Current balance8 ·o,4 -0,3 0,0 0,1 0,5 -0,1 -0,3 -0,1 -1,0 -0,7 -0,8 
13. Net lending ( +) or net borrowing (-) of general 

government8 -1,4 -2,8 -2,9 -2,7 -1,9 -1,8 -1,2 -1,7 -1,5 -1,7 
14. Gross debt of general government8 39,1 43,8 45,5 45,7 47,3 47,2 47,4 46,6 47,2 47,5 
15. Interest payments by general government8 1,5 2,7 2,9 2,9 2,8 2,8 2,8 3,1 3,2 3,3 
16. Money supply (end ofyear)h 13,7 13,0 9,5 6,8 6,3 7,3 7,4 7,8 7,5 
17. Long-term interest ratei 6,9 12,2 12,5 10,9 8,4 9,4 9,0 8,8 9,9 9,0 
18. Profitability (index: 1961-73 = 100) 100,0 69,3 64,8 68,8 76,6 78,2 84,1 88,0 87,9 85,7 88,1 . 1961-90: Eurostat and Commission services . 

1991-92: Economic forecasts November 1991. 
b At constant prices. 
' At current prices. 
d GDP at constant market prices per penon employed. 
C Dellator GDP. 
r Per cent of civilian labour force. 

Per cent of GDP. 
MlR . . ; Levels. 
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Table 69 

Main economic Indicators 1961-92• 

Italy 
( A-' fMr<enll'lt thalfgt, IDtln, otl,awiM .rattd) 

1961-73 1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic product 
- at current prices 11,0 20,7 14,8 11,8 10,4 9,1 10,6 9,7 9,6 8,4 7,3 
- at constant prices 5,3 2,9 3,0 2,6 2,5 3,0 4,2 3,2 2,0 1,1 2,0 
- price deflator 5,5 17,3 11,4 8,9 7,7 5,9 6,2 6,3 7,5 7,2 5,2 

2. Gross fixed capital formationb 
- total 4,7 0,1 4,5 1,4 1,6 5,8 6,7 5,1 3,0 -0,4 2,4 
- construction -1,5 -1,0 -0,5 1,1 -1,I 1,2 3,6 2,5 0,4 1,2 
- equipment 2,9 12,0 4,0 1,6 12,8 11,2 6,2 3,5 -1,I 3,5 

3. Share of gross fixed capital formation in Gopc 
- total 24,4 23,5 21,1 20,7 19,7 19,8 20,0 20,2 20,2 19,7 19,7 
- general government 3,2 3,6 3,7 3,6 3,5 3,4 3,5 3,5 3,4 3,4 
- other sectors 20,4 17,5 17,0 16,1 16,3 16,6 16,7 16,7 16,3 16,3 

4. Final national uses incl. stocks 
- at constant prices 5,3 2,2 4,1 2,9 3,2 4,9 5,0 3,6 1.9 1,5 2,3 
- relative against 19 competitors 0,4 0,6 0,7 0,1 -0,6 1,4 0,6 0,2 -0,9 0,6 0,2 
- relative against other member countries 0,6 0,8 2,5 0,9 -0,6 1,6 0,6 0,2 -1,4 0,2 0,3 

5. Inflation 
(price deflator private consumption) 4,9 17,I 11,9 9,0 5,7 4,9 5,2 5,8 6,2 6,4 5,2 

6. Compensation per employee 
- nominal 11,5 19,7 11,8 10,1 7,5 8,4 9,3 9,0 10,4 8,2 6,8 
- real, deflator private consumption 6,3 2,2 -0,I 1,0 1,8 3,3 4,0 3,0 3,9 1,7 1,5 
- real, deflator GDP 5,7 2,1 0,3 1,1 -0,1 2,4 2,9 2,5 2,7 0,9 1,5 

7. Productivity<! 5,5 1,9 2,6 1,7 1,8 2,6 3,2 3,0 1,0 0,3 1,5 

8. Real unit labour costse 
- index: 1961-73 = 100 100,0 104,1 102,1 101,5 99,6 99,4 99,I 98,7 100,4 101,0 101,0 
- annual percentage change 0,1 0,2 -2,3 -0,6 -1,8 -0,2 -0,2 -0,4 1,7 0,6 0,0 

9. Relative unit labour costs in common currency 
• against 19 competitors 
- index: 1961-73 = 100 100,0 88,5 96,4 96,0 101,8 105,8 105,7 109,1 118,6 119,3 120,7 
- annual percentage change -o.~ 0,3 -0,3 -0,5 6,1 3,9 0,0 3,2 8,6 0,6 1,1 

• against other member countries 
- index: 1961-73 = 100 100,0 86,4 104,I 103,7 105,8 106,8 107,4 112,4 117,0 118,9 121,0 
- annual percentage change -0,8 1,0 3,3 -0,4 2,1 0,9 0,6 4,7 4,1 1,6 1,7 

10. Employment -0,2 1,0 0,4 0,9 0,8 0,4 1,0 0,2 1,0 0,9 0,5 

11. Unemployment rater 6,9 9,5 . 9,4 10,5 10,2 10,8 10,7 9,8 9,4 9,5 

12. Current balance& 1,4 -0,6 -0,6 -0,9 0,5 -0,2 -0,8 -1,4 -1,4 -1,3 -1,5 

13. Net lending ( +) or net borrowing (-) of general 
government& -9,1 -11,6 -12,5 -11,7 -11,0 -10,9 -10,1 -10,7 -9,9 -9,4 

14. Gross debt of general government& 59,5 75,1 82,0 86,5 90,9 93,3 96,0 98,6 101,2 103,9 

15. Interest payments by general government8 5,1 8,0 8,0 8,5 8,0 8,2 9,0 9,7 10,2 10,6 

16. Money supply (end ?f year)h 15,4 17,8 12,1 11,1 9,4 8,4 8,5 11,2 9,4 

17. Long-term interest ratei 7,0 15,2 15,0 14,3 11,7 11,3 12,1 12,9 13,4 12,9 

18. Profitability (index: 1961-73 = 100) 100,0 64,0 66,4 68,0 76,3 79,4 83,l 85,6 81,2 79,2· 79,2 . 1961-90: Eurostat and commission services . 
1991-92: Economic forecasts November 1991. 

• At constant prices. 
c At current prices. 
d GDP at constant market prices per person employed. 
C Denator GDP. 
r Per cent of civilian labour force. 

Per cent or GDP. 
M2N. 

; Levels. 
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Table 70 

Main economic indicators 1961-928 

Luxembourg 
( AMual ~rcentage change, unless otherwiM statrd) 

1961-73 1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic product 
- at current prices 8,7 8,6 10,9 6,0 8,8 3,2 7,6 11,5 5,3 6,8 7,1 
- at constant prices 4,1 1,2 6,2 2,9 4,3 3,4 5,5 6,1 2,3 3,0 3,4 
- price deflator 4,4 7,3 4,4 3,0 4,4 -0,2 2,0 5,1 2,9 3,7 3,5 

2. Gross fixed capital formationb 
- total 4,9 -2,3 0,5 -10,0 31,5 15,0 -5,5 13,4 9,4 6,2 4,7 
- construction -3,0 -3,1 -3,1 5,5 10,8 7,1 4,4 5,9 5,9 4,5 
- equipment -1,2 2,7 -20,5 87,4 16,7 -19,0 26,3 13,7 6,4 4,9 

3. Share of gross fixed capital formation in GD pc 
- total 26,4 24,9 20,2 17,7 22,1 25,3 22,7 24,1 26,2 27,0 27,4 
- general government 6,3 4,9 5,3 5,3 5,7 5,9 5,7 5,9 6,1 6,2 
- other sectors 18,6 15,3 12,4 16,9 19,6 16,8 18,4 20,2 20,9 21,2 

4. Final national uses incl. stocks 
- at constant prices 4,0 1,5 2,6 -0,3 6,7 5,9 3,6 7,8 3,4 4,3 3,9 
- relative against 19 competitors 
- relative against other member countries 

5. Inflation 
(price deflator private consumption) 3,2 7,8 6,5 4,3 1,1 1,6 2,8 3,4 4,2 3,4 3,7 

6. Compensation per employee 
- nominal 7,4 9,9 7,1 3,5 5,2 3,9 3,3 6,5 5,2 4,7 5,1 
- real, deflator private consumption 4,0 1,9 0,5 -0,7 4,0 2,3 0,5 3,0 1,0 1,3 1,4 
- real, deflator GDP 2,9 2,5 2,6 0,5 0,8 4,1 .J,3 1,4 2,2 1,0 1,5 

7. Productivity<! 3,0 0,8 5,6 1,5 1,6 0,7 2,4 2,0 -1,8 1,0 1,9 

8. Real unit labour costse 
- index: 1961-73 = roo 100,0 116,6 108,9 107,9 107,0 110,6 109,5 108,8 '113,2 113,2 112,8 
- annual percentage change -0,2 1,7 -2,8 -1,0 -0,8 3,4 -1,1 -0,6 4,1 0,0 -0,4 

9. Relative unit labour costs in common currency 

• against 19 competitors 
- index: 1961-73 = 100 
- annual percentage change 

• against other member countries 
- index: 1961-73 = 100 
- annual percentage change 

10. Employment 1,1 0,4 0,6 1,4 2,6 2,7 3,1 4,0 4,2 1,9 1,5 

11. Unemployment ratef 1,4 3,1 2,9 2,6 2,6 2,1 1,8 1,7 1,6 1,6 

12. Current balance8 6,8 23,9 38,9 44,1 39,4 31,8 33,5 34,4 31,2 28,1 26,1 

13. Net lending ( +) or net borrowing (-) of general 
govemment8 1,5 3,4 5,3 3,5 1,6 2,4 4,3 4,7 1,9 2,0 

14. Gross debt of general govemment8 15,5 15,0 14,0 13,5 11,8 9,9 8,5 7,3 6,9 6,4 

15. Interest payments by general govemment8 0,9 I, I I, I I, I 1,1 1,0 0,8 0,7 0,6 0,5 

16. Money supply (end of year) 

17. Long-term interest rateh 7,8 10,3 9,5 8,7 8,0 7,1 7,7 8,6 8,2 

18. Profitability (index: 1961-73 = 100) 100,0 50,9 62,8 65,1 70,4 61,0 65,0 69,6 58,9 58,1 58,4 

I 1961-90: Euro,tat and Commission services. 
1991-92: Economic forecasts November 1991. 

b At constant prices. 
c At current prices. 
d GDP at constant market prices per person employed. 

Deflator GDP. 
Per cent of civilian labour force. 
Per cent of GDP. 
Levels. 
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Table 71 

Main economic indicators 1961-92a 

Netherlands 
( AMwl percentage change, unless otherwise stated) 

1961-73 1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic product 
- at current prices 11,2 8,0 5,0 4,5 2,5 0,4 4,5 5,6 6,9 6,0 4,0 
- at constant prices 4,8 1,6 3,1 2,6 2,0 0,8 2,7 4,0 3,9 2,3 1,3 
- price deflator 6,0 6,3 1,9 1,8 0,5 -0,4 1,7 1,5 2,8 3,6 2,7 

2. Gross fixed capital formationb 
- total 5,3 -1,5 5,2 6,7 7,9 1,5 9,4 3,0 4,2 I, I -1,1 
- construction -2,6 3,8 -0,J 5,0 1,9 12,0 1,6 1,3 -0,6 -1,0 
- equipment 0,6 8,8 15,5 10,1 1,9 5,8 4,5 7,7 3,0 -1,2 

3. Share of gross fixed capital formation in GDJ>C 
- total 25,1 20,2 18,6 19,2 20,1 20,2 21,5 21,8 21,6 21,2 20,7 
- general government 3,3 2,8 2,6 2,5 2,4 2,4 2,4 2,3 2,3 2,3 
- other sectors 16,9 15,8 16,6 17,6 17,9 19,2 19,4 19,3 18,9 18,4 

4. Final national uses incl. stocks 
- at constant prices 4,9 1,2 1,7 3,2 2,1 1,2 1,6 4,9 3,6 2,1 0,2 
- relative against 19 competitors 0,2 -0,3 -1,2 0,9 -1,6 -2,3 -2,7 1,5 0,7 I, I -1,9 
- relative against other member countries 0,3 -0,2 -0,3 1,4 -1,6 -2,2 -2,8 1,5 0,4 0,8 -1,9 

5. Inflation 
(price deflator private consumption) 5,0 6,4 2,2 2,2 0,2 -0,9 0,4 2,9 2,5 3,2 3,5 

6. Compensation per employee . 
- nominal 11,4 7,9 0,2 1,4 1,6 1,5 1,5 0,5 3,6 4,7 5,0 
- real, deflator private consumption 6,0 1,3 ~J,9 -0,8 1,4 2,4 1,1 -2,4 1,1 1,5 1,4 
- real, deflator GDP 5,0 1,5 -1,6 -0,4 1,2 1,9 -0,3 -1,0 0,8 1,1 2,3 

7. Productivityd 3,9 2,0 3,2 1,0 0,0 -0,6 1,3 2,3 1,8 1,3 1,4 

8. Real unit labour costs• . 
- index: 1961-73 = 100 100,0 104,4 94,5 93,2 94,2 96,6 · 95,1 92,0 91,1 90,9 91,7 
- annual percentage change 1,0 -0,5 -4,6 -1,4 1,1 2,5 -1,5 -3,2 -1,0 -0,2 0,9 

9. relative unit labour costs in common currency 

• against 19 competitors 
- index: 1961-73 = 100 100,0 120,5 102,4 99,4 105,0 109,4 106,6 100,4 101,3 98,5 98,2 
- annual percentage change 2,9 -0,5 -7,6 -2,9 5,7 4,2 -2,6 -5,8 0,9 -2,8 -0,3 

• against other member countries 
- index: 1961-73 = 100 100,0 119,2 106,8 103,7 107,1 109,6 107,3 101,8 99,9 97,7 97,7 
- annual percentage change 2,7 -0,1 -5,8 -2,8 3?2 2,4 -2,1 -5,1 -1,8 -2,3 0,0 

10. Employment 0,9 -0,4 -0,1 1,5 2,0 1,4 1,4 .1,6 2,1 1,0 -0,1 

11. Unemployment ratef 7,1 12,3 10,5 10,2 10,0 9,3 8,7 8,1 7,2 7,7 

12. Current balanceg 0,5 1,4 4,2 4,1 2,7 1,4 2,5 3,3 3,8 4,1 4,4 

13. Net lending ( +) or net borrowing (-) of general 
government8 -3,7 -6,3 -4,8 -6,0 -6,6 -5,2 -5,2 -5,3 -4,4 -4,l 

14. Gross debt of general government8 46,0 66,l 69,7 71,6 75,4 77,7 77,9 78,3 78,4 79,5 

15. Interest payments by general government8 3,7 6,0 6,3 6,2 6,1 6,1 5,9 5,9 5,9 6,2 

16. Money supply ( end of year)h 10,3 9,1 7,6 11,1 5,1 4,4 13,l 14,3 8,0 

17. Long-term interest ratei 5,9 9,7 8,6 7,3 6,4 6,4 6,3 7,2 9,0 8,9 
18. Profitability (index: 1961-73 = 100) 100,0 75,3 83,9 87,3 85,9 79,0 81,7 85,9 89,6 89,9· 87,1 . 1961-90: Eurostat and Commission services . 

1991-92: Economic forecasts November 1991. 
b At constant prices. 
c At current prices. 
d GDP at constant market prices per person employed. 
' Dcflator GDP. 

Per cent of civilian labour force. 
Per cent of GDP. 
M2N. 

' Levels. 
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Table 72 

Main economic indicators 1961-92a 

Portugal 

( Annual percentage change, unless otherwise stated) 

1961-73 1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic product 
- at current prices 11,l 23,4 22,3 25,2 25,4 17,l 16,0 18,9 19,6 16,8 13,3 
- at constant prices 6,9 2,5 -1,9 2,8 4,1 5,3 3,9 5,4 4,0 2,0 1,7 
- price deflator 3,9 20,3 24,7 21,7 20,5 11,2 11,6 12,8 15,0 14,6 11,4 

2. Gross fixed capital formationb 
- total 7,9 0,8 -17,4 -3,5 10,9 15,l 15,0 7,5 7,5 4,5 3,0 
- construction -9,2 -6,0 8,7 9,4 10,l 3,5 6,5 4,5 3,0 
- equipment -29,6 -4,5 14,2 26,8 23,2 10,0 8,5 4,5 3,0 

3. Share of gross fixed capital formation in GDJ>C 
- total 24,l 27,8 23,6 21,8 22,l 24,2 26,8 26,8 26,7 26,2 26,0 
- general government 2,6 2,5 2,6 2,7 2,9 3,1 3,0 2,9 2,8 
- other sectors 21,0 19,3 19,5 21,5 23,9 23,7 23,7 23,3 23,2 

4. Final national uses incl. stocks 
- at constant prices 7,3 2,0 -6,7 0,9 8,3 10,4 7,4 4,0 5,8 4,6 3,3 
- relative against 19 competitors 2,5 0,4 -9,5 -1,7 4,3 6,5 2,9 0,5 3,1 3,8 1,2 
- relative against other member countries 2,7 0,6 -8,5 -1,2 4,2 6,6 2,8 0,4 2,7 3,4 1,2 

5. Inflation 
(price deflator private consumption) 3,9 21,9 28,5 19,4 13,8 10,0 10,0 12,8 13,6 11,7 9,5 

6. Compensation per employee 
- nominal 10,8 24,8 21,2 22,5 21,6 17,9 13,4 13,8 17,8 19,1 14,4 
- real, deflator private consumption 6,7 2,4 -5,6 2,6 6,8 7,2 3,1 0,8 3,7 6,6 4,5 
- real, deflator GDP 6,7 3,7 -2,8 0,6 0,9 6,0 1,5 0,8 2,4 3,9 2,6 

7. Productivity<! 6,7 3,0 -0,4 2,8 7,0 4,7 3,9 4,3 2,9 0,8 1,7 

8. Real unit labour costs• · 
- index: 1961-73 = 100 100,0 120,4 106,7 104,4 98,4 99,7 97,4 94,2 93,8 96,7 97,6 
- annual percentage change 0,0 0,7 -2,4 -2,2 -5,7 1,3 -2,2 -3,3 -0,4 3,1 1,0 

9. Relative unit labour costs in common currency 

• against 19 competitors 
- index: 1961-73 = 100 100,0 102,9 79,6 81,1 81,9 83,0 83,7 85,5 92,0 104,0 114,1 
- annual percentage change -0,? -2,0 -2,6 1,8 1,0 1,4 0,8 2,1 7,7 13, l 9,7 

• against other member countries 
- index: 1961-73 = 100 100,0 100,2 82,3 84,0 82,5 82,0 83,0 85,6 89,7 102,0 112,1 
- annual percentage change -1,2 -1,7 -0,2 2,1 -1,8 -0,7 1,3 3,2 4,7 13,7 10,0 

10. Employment 0,2 -0,4 -1,5 0,0 -2,7 0,5 0,1 ·1,0 1,1 1,1 0,0 

11. Unemployment rater 6,6 8,7 8,8 8,2 6,8 5,6 4,8 4,6 4,0 4,2 

12. Current balance8 0,4 -7,7 -3,4 0,4 2,4 -0,4 -4,4 -2,9 -0,3 -1,l -1,5 

13. Net lending ( +) or net borrowing (-) of general 
governments -12,0 -10,1 -7,2 -6,8 -5,4 -3,4 -5,8 -5,4 -4,6 

14. Gross debt of general governments 37,6 62,4 70,9 69,5 72,9 75,2 72,0 68,2 64,7 62,7 

15. Interest payments by general governments 7,1 7,9 9,2 7,8 7,8 7,1 8,2 8,5 8,4 

16. Money supply (end ~f year)h 21,4 24,5 29,8 25,8 16,8 14,8 9,0 19,4 

17. Long-term interest ratei 25,4 17,9 15,4 14,2 14,9 16,8 17,1 

18. Profitability (index: 1961-73 = 100) 100,0 37,7 42,5 44,9 53,6 53,0 54,9 60,0 62,l 59,6· 57,9 
a 1961-90: Eurostat and Commission services. 

1991-92: Economic forecasts November 1991. 
b At constant prices. 
C At current prices. 
d GDP at constant market prices per person employed. 
' Dcflator GDP. 
r Per cent of civilian labour force. 

Per cent or GDP. 
L - : Liquid assets residents. 

' Levels. 
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Table 73 

Main economic indicators 1961-923 

United Kingdom 
( Annual percentage change, unless otherwise stated) 

1961-73 1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 

I. Gross domestic product 
- at current prices 8,4 15,1 6,8 9,5 7,6 9,9 11,6 9,2 9,3 4,6 6,9 
- at constant prices 3,2 1,1 2,1 3,6 3,9 4,7 4,6 2,2 0,8 -1,8 2,0 
- price deflator 5,1 13,9 4,6 5,7 3,6 5,0 6,7 6,9 8,4 6,5 4,8 

2. Gross fixed capital formationb 
- total 4,6 -0,4 8,5 4,0 1,9 9,5 14,8 4,8 -2,4 -12,8 -0,9 
- construction -1,3 6,1 -2,4 5,8 11,l 9,8 2,5 -1,1 -12,9 -0,7 
- equipment 0,5 11,3 10,7 -1,7 8,4 17,5 8,3 -3,6 -12,8 -1,1 

3. Share of gross fixed capital formation in GDJ>C 
- total 18,5 18,2 17,0 17,0 16,8 17,6 19,2 19,6 18,6 15,7 15,1 
- general government 3,1 2,2 2,1 1,9 1,7 1,3 1,8 2,3 2,0 2,0 
'-- other sectors 15,1 14,8 14,9 14,9 15,9 17,9 17,8 16,3 13,6 13,0 

4. Final national uses incl. stocks 
- at constant prices 3,2 0,9 2,5 2,8 4,6 5,3 8,0 3,1 -0,1 ...:.3,0 2,3 
- relative against 19 competitors -1,9 -0,8 -1,2 -0,1 1,0 1,9 3,9 -0,4 -2,8 -4,0 0,2 
- relative against other member countries -1,8 -0,6 -0,7 0,8 1,0 2,2 4,1 -0,5 -3,7 -4,9 0,3 

5. Inflation 
(price deflator private consumption) 4,9 13,4 5,0 5,4 4,4 4,3 4,9 5,9 8,4 6,5 4,6 

6. Compensation per employee 
- nominal 8,3 15,4 5,6 7,3 8,4 7,4 7,9 8,9 11,3 8,3 5,8 
- real, deflator private consumption 3,3 1,8 0,6 1,8 3,8 3,0 2,9 2,8 2,7 1,7 I, 1 
- real, deflator GDP 3,1 1,3 0,9 1,5 4,7 2,3 I, I 1,9 2,7 1,6 0,9 

7. Productivityd 2,9 1,7 0,2 2,3 4,0 2,9 1,3 -0,6 0,4 0,5 2,7 

8. Real unit labour costse 
- index: 1961-73 = 1-00 100,0 102,1 97,6 96,9 97,5 97,0 96,8 99,3 · 101,5 102,7 100,9 
- annual percentage change 0,1 -0,4 0,7 -0,8 0,7 -0;6 -0,1 2,6 2,3 1,1 -1,8 

9. ~elative unit labour costs in common currency 

• against 19 competitors 
- index: 1961-73 = 100 100,0 92,3 94,1 · 95,5 89,2 89,6 98,6 101,8 107,4 110,9 108,7 
- annual percentage change -1,9 1,5 -2,3 1,5 -6,6 0,4 10,1 3,2 5,5 3,2 -1,9 

• against other member countries 
- index: 1961-73 = 100 100,0 87,4 100,3 102,1 89,2 86,0 96,3 101,6 101,3 106,1 104,6 
- annual percentage change -3,0 2,5 1,6 1,8 -12,6 -3,7 12,0 5,5 -0,3 4,8 -1,4 

10. Employment 0,3 -0,6 1,9 1,2 -0,1 1,8 3,3 2,8 0,4 -2,3 -0,7 

11. Unemployment ratef 6,1 11,3 11,4 11,4 10,4 8,5 7,0 6,4 8,4 9,8 
12. Current balanceg -0,1 -0,1 -0,2 0,5 -0,9 -2,0 -4,6 -4,8 -3,5 -2,1 -2,4 

13. Net lending ( +.:) or net borrowing (-) of general 
governmentg --3,6 -4,0 -2,8 -2,4 -1,3 I ,I 1,3 -0,7 -1,9 -3,6 

14. Gross debt of general governmentg 58,3 60,3 58,9 57,7 55,7 50,3 45,1 42,8 "43,8 45,6 
15. Interest payments by general governmentg 4,5 4,9 4,9 4,5 4,3 3,9 3,7 3,3 3,2 3,3 
16. Money supply (end of year)h 14,1 13,6 13,0 15,9 16,3 17,6 19,1 12,0 
17. Long-term interest ratei 7,6 13,4 10,7 10,6 9,8 9,5 9,3 9,6 11,1 9,9 
18. Profitability (index: 1961-73 = 100) 100,0 73,6 87,0 91,1 90,9 96,0 99,5 95,2 90,1 87,9 93,5 

' 1961-90: Eurost.at and Commission services 
1991-92: Economic forecasts November 1991. 

b At constant prices. 
c At current prices. 
d GDP al constant market prices per person employed. 
' Deflalor GDP. 
f Per cent of civilian labour force. 

Per cent of GDP. 
M4. 

; Levels. 

282 



List of contents of European Economy Nos 1 to 48 

1, November 1978 

2, March 1979 

3, July 1979 

4, November 1979 

Special issue 1979 

5, March 1980 

6, July 1980 

7, November 1980 

8, March 198 l 

9, July 1981 

10, November 1981 

l l, March 1982 

12, July 1982 

13, September 1982 

14, November 1982 

15, March 1983 

16, July 1983 

- Annual Economic Report 1978-79 
- Annual Economic Review 1978-79 

- European Monetary System 
Texts of the European Council of 4 and 
5 December 1978 

- Short-term economic trends and prospects 
The European Monetary System 

Commentary 
Documents 

- Annual Economic Report 1979-80 
- Annual Economic Review 1979-80 

- Changes in industrial structure in the European 
economies since the oil crisis 1973-78 

- Europe - its capacity to change in question! 

- Short-term economic trends and prospects 
- Adaptation of working time 

- Short-term economic trends and prospects 
- Borrowing and lending instruments looked at in the 

context of the Community 's financial instruments 

- Annual Economic Report 1980-81 
- Annual Economic Review 1980-81 

- Economic trends and prospects 
- The Community's borrowing and lending operations 

- recent developments 

- Fifth medium-term economic policy programme 
- The main medium-term issues : an analysis 

- Annual Economic Report 1981-82 
- Annual Economic Review 1981-82 

- Economic trends and prospects 
- Unit labour costs in manufacturing industry and in the 

whole economy 

- Documents relating to the European Monetary 
System 

- The borrowing and lending activities of the 
Community in 1981 

- Annual Economic Report 1982-83 
- Annual Economic Review 1982-83 

- Economic trends and prospects 
- Budgetary systems and procedures 
- Industrial labour costs 
- Greek capital markets 
- Business investment and the tax and financial 

environment 
- Energy and the economy : a study of the main 

relationships in the countries of the European 
Community 

283 



284 

17, September 1983 

18, November 1983 

19, March 1984 

20, July 1984 

21, September 1984 

22, November 1984 

23, March 1985 

24, July 1985 

25, September 1985 

26, November 1985 

27, March 1986 

28, May 1986 

29, July 1986 

30, November 1986 

31, March 1987 

32, May 1987 

- The foreign trade of the Community, the United 
States and Japan 

- The borrowing and lending activities of the 
Community in 1982 

- Annual Economic Report 1983-84 
- Annual Economic Review 1983-84 

- Economic trends and prospects 
- Industrial labour costs 
- Medium-term budget balance and the 

public debt 
- The issue of protectionism 
- Some aspects of industrial productive performance in the 

European Community: an appraisal 
- Profitability, relative factor prices and capital/labour 

substitution in the Community, the United States and 
Japan , 1960-83 

- Convergence and coordination of macroeconomic policies: 
some basic issues 

- Commission report to the Council and to Parliament 
on the borrowing and lending activities of 
the Community in 1983 

- Annual Economic Report 1984-85 
- Annual Economic Review 1984-85 

- Economic trends and prospects 1984-85 

- The borrowing and lending activities 
of the Community in 1984 

- Competitiveness of European industry: 
situation to date 

- The determinants of supply in industry 
in the Community 

- The development of market services 
in the European Community, 
the United States and Japan 

- Technical progress, structural change and employment 

- Annual Economic Report 1985-86 
- Annual Economic Review 1985-86 

- Employment problems: views of businessmen and the 
workforce 

- Compact - A prototype macroeconomic 
model of the European Community 
in the world economy 

- Commission report to the Council and to Parliament 
on the borrowing and lending activities of 
the Community in 1985 

- Annual Economic Review 1986-87 

- Annual Economic Report 1986-87 

- The determinants of investment 
- Estimation and simulation of international trade linkages 

in the Quest model 

- Commission report to the Council and to Parliament on 
the borrowing and lending activities of the Community in 
1986 



33, July 1987 

34, November 1987 

35, March 1988 

36, May 1988 

37, July 1988 

38, November 1988 
39, March 1989 

40, May 1989 

41, July 1989 

42, November 1989 

43, March 1990 

44, October 1990 

Special edition 1990 

45, December 1990 

46, December 1990 
47, March 1991 

Special edition No 1 

Special edition No 2 
48, September 1991 

- The economic outlook for 1988 and budgetary policy in 
the Member States 

- Economic trends in the Community and Member States 

- Annual Economic Report 1987-88 

- The economics of 1992 

- Creation of a European financial area 

- Commission report to the Council and to Parliament on 
the borrowing and lending activities of the Community in 
1987 

- Annual Economic Report 1988-89 

- International trade of the European Community 

- Horizontal mergers and competition policy in the Euro-
pean Community 

- The borrowing and lending activities of the Community 
in 1988 

- Economic convergence in the Community: a greater effort 
is needed 

- Annual Economic Report 1989-90 

- Economic transformation in Hungary and Poland 

- One market, one money 

- The impact of the internal market by industrial sector: 
the challenge for the Member States 

- Stabilization, liberalization and devolution 

- Annual Economic Report 1990-91 

- Developments on the labour market in the Community 
- Quest - A macroeconomic model for the countries of the 

European Community as part of the world economy 

- The economics of EMU 

- The path of reform in Central and Eastern Europe 

- Fair competition in the internal market: Community State 
aid policy 

- The ecu and its role in the process towards monetary 
union 

285 





Eastern Europe and the USSR 
THE CHALLENGE OF FREEDOM 

GILES MERRITT 

EA.-TIERN 
EUROPE · 

AND 

THE u••R 

The sparks of unrest 
that leapt from Berlin in 
November 1989 to 
Moscow's Red Square 
in August 1991 are 
firing an explosion of 
political and economic 
change. Out of the 
ashes of communism is 
emerging the shape of a 

. vast new European mar
ketplace stretching from 
the Atlantic to the Pacific. 

In his fascinating account of 
Europe's fast-changing East-West 
relationships, Giles Merritt argues 
that a massive rescue operation must 
be mounted to ensure the success of 
these changes. The upheaval of com
munism's collapse is 'The Challenge 
of Freedom'. 

Written with the cooperation and 
support of the European Commis
sion, the book sets out to identify the 
key policy areas where a new part
nership is being forged between the 
countries of Eastern and Western 
Europe. It offers a privileged insight 
into the current thinking of European 

256 pp. - Price: ECU 14.30 (excluding VAT) 
CM-71-91-655-EN-C 

Community officials, pol
iticians and industrial 
leaders, and analyses 
the factors that will 
determine whether the 
emerging market econo
mies of Eastern Europe 
can truly be absorbed 
into a single European 
economy . 

Immensely readable and 
often disturbing, this important book 
contains much up-to-date and hith
erto unpublished information on 
such major East-West problem areas 
as energy, environmental control, 
immigration, trade relations, agricul
ture and investment. It also examines 
the arguments surrounding a 'Mar
shall Plan' for Eastern Europe that 
would emulate the famous US aid 
programme that helped re-launch the 
economies of Western Europe in the 
aftermath of World War II. 

For anyone concerned about the 
future of Eastern Europe and the 
USSR, whether from a political, 
social or economic standpoint, this 
book is essential reading. 
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INFO 92 

National 
Implementing 

Measures 
to give effect to the White Paper 

of the Commission on the Completion 
of the Internal Market 

Situation at 30 Aprll 1991 

The Community database focusing on the obiectives and the 
social dimension of the single market 

A practical guide to the single market INFO 92 contains vital information for 
all those determined to be ready for 1992. 

INFO 92 is really a simple market scoreboard, recording the state of play on 
the stage by stage progress of Commission proposals up to their adoption by 
the Council, summarizing each notable development and placing it in context, 
and keeping track of the transposition of directives into Member States' 
national law. 

Using INFO 92 is simplicity itself. It can be consulted on-screen by means of a 
wide range of everyday equipment connected to specialized data-relay 
networks. Fast transmission, the virtually instant updating facility (several 
times a day, if necessary) and dialogue procedures requiring no prior training 
make INFO 92 ideal for the general public as well as for business circles and 
the professions. 

The system offers easy access to information thanks to the choice of menus 
available and to the logical presentation modelled on the structure of the White 
Paper, the Social Charter and the decision-making process within the 
Institutions. 

Inquiries may also be made to the Commission Offices in the Member States or 
- for small businesses - the Euro-Info-Centres now open in all regions of the 
Community. 

Helpdesk Eurobases { 
fax + 32 (2) 236 06 24 
phone : + 32 (2) 235 00 03 

02/12191 



Official Journal of the European Communities 

DIRECTORY 
OF COMMUNITY LEGISLATION IN FORCE 
and other acts of the Community institutions 

The Community's legal system is of direct concern to the 
individual citizen as much as to the Member States themselves. 

Both lawyers and non-lawyers, then, need to be familiar not just 
with national law, but also with Community legislation, which 
is implemented, applied or interpreted by national law and in 
some cases takes precedence over it. 

To make Community legislation more accessible to the public, 
the · Commission of the European Communities 
publi~hes a Directory, updated twice a year, 
covermg: 

- binding instruments of secondary legislation 
arising out of the Treaties establishing the three 
Communities (regulations, decisions, directives, 
etc ... ); 
other legislation (internal agreements, etc ... ); 

- agreements between the Communities and non
member countries. 

Each entry in the Directory gives the number and 
title of the instrument, together with a reference to 
the Official Journal in which it is to be found. Any 
amending instruments are also indicated, with the 
appropriate references in each case. 

1 006 pp. - ECU 75 
ISBN 92-77-64036-7 (Volume I) 

The legislation is classified by subject matter. 
Instruments classifiable in more than one subject 
area appear under each of the headings concerned. ISBN 92-77-64038-3 (Volume I and II) 

FX-56-90-001-EN-C 

The Directory proper (Vol. I) is accompanied by 
two indexes (Vol. II), one chronological by document number 
and the other alphabetical by keyword. 

The Directory is available in all the official languages of the 
Communities. 
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EUROPEAN 
ECONOMY 

European Economy appears four times a 
year, in March, May, July and November. 
It contains important reports and com
munications from the Commission to the 
Council and to the Parliament on the 
economic situation and developments, as 
well as on the borrowing and lending 
activities of the Community. In addition, 
European Economy presents reports and 
studies on problems concerning economic 
policy. 

Two supplements accompany the mam 
periodical: 

- Series A - 'Economic trends' appears 
monthly except in August and describes 
with the aid of tables and graphs the 
most recent trends of industrial pro
duction, consumer prices, unemploy
ment, the balance of trade, exchange 
rates, and other indicators. This supple
ment also presents the Commission 
staffs macroeconomic forecasts and 
Commission communications to the 
Council on economic policy. 

- Series B - 'Business and consumer 
survey results' gives the main results of 
opinion surveys of industrial chief 
executives ( orders, stocks, production 
outlook, etc.) and of consumers (eco
nomic and financial situation and 
outlook, etc.) in the Community, and 
other business cycle indicators. It also 
appears monthly, with rhe exception of 
August. 

Unless otherwise indicated the texts are 
published under the responsibility of the 
Directorate-General for Economic and 
Financial Affairs of the Commission of the 
European Communities, rue de la Loi 200, 
1049 Brussels, to which enquiries other 
than those related to sales and sub
scriptions should be adressed. 

Subscription terms are shown on the back 
cover and the addresses of the sales offices 
are shown on page 3 of the cover. 
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Success in business 
depends on the decisions you make ... 
which depend on the information you receive 

Make sure that your decisions are based on information that is 
accurate and complete. 

In a period of rapid adjustment, with national economies merging 
into a single European economy under the impetus of 1992, reliable 
information on the performance of specialized industry sectors is 
essential to suppliers, customers, bankers and policymakers. 

Small and medium-sized enterprises in particular need easy access to 
information. 

The market must be defined, measured and recorded. Information 
is needed on production capacities, bottlenecks, future develop
ments, etc. 

Panorama of EC industry 1991-1992 

Current situation and outlook for 180 sectors 
of manufacturing and service industries 
in the European Community 

1400 pp.• ECU 110 • ISBN 92-826-3103-6 • C0-60-90-321-EN-C 

OFFICE FOR OFFIC IAL PUBLICATIONS OF THE EUROPEAN COMMUNITIES 
2. rue Mercier - L-2985 Luxembourg (Tel. 499 28 -1 ) 
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Bulletin 
of the European 
Communities 

The Bulletin of the European Communities, which is issued ten times a 
year (monthly, except for the January/February and July/August 
double issues), is an official reference publication covering all the 
spheres of Community activity. 

It is compact, easy to consult (with an index and copious references to 
the Official Journal and to previous issues), logically structured (to . 
reflect the main fields of Community policy) and wholly reliable. The 
Bulletin is an essential reference tool, describing the passage of Com
munity legislation through all its stages from presentation of a pro
posal by the Commission to final enactment by the Council. 

Thanks to its topical commentaries on the month's major events, it 
provides the student of European integration and other interested 
readers with up-to-date and accurate information about the most re
cent developments in Community policy - the creation of a single 
market, economic and social integration, the Community's role in 
international affairs, and so on. 

Supplements to the Bulletin are published from time to time, contain
ing important background material on significant issues of the day. 
Recent Supplements have covered German unification, the Commis
sion's programme for 1991 and European industrial policy for the 
1990s. 

The Bulletin and its Supplements are produced by the Secretariat
General of the Commission, Rue de la Loi 200, B-1049 Brussels, in the 
nine official languages of the Community, and can be ordered from the 
Community sales agents. 
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OFFICE FOR OFFICIAL PUBLICATIONS OF THE EUROPEAN COMMUNITIES 
2, rue Mercier - L-2985 Luxembourg (Tel. 499 28-1) 
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Also available: 

The single financial market, Dominique SERVAIS * Second edition 

61 pp. • ECU 8 • ISBN 92-826-0256-7 • CB-58-90-473-EN-C 

Audiovisual production in the single market, Matteo MAGGIORE 

206 pp. • ECU 10.50 • ISBN 92-826-0268-0 • CB-58-90-481-EN-C 

The creation of the internal market in insurance, Bill POOL 

126 pp. • ECU 10.50 • ISBN 92-826-0246-X * CB-58-90-336-EN-C 

From EMS to monetary union, Jean-Victor LOUIS 

65 pp. * ECU 8.25 • ISBN 92-826-0067-X • CB-58-90-231-EN-C 

Telecommunications in Europe, Herbert UNGERER with the coUaboration of 
Nicholas P. COSTELLO * Revised edition, 1990 

257 pp. • ECU 10 • ISBN 92-826-1640-l • CM-59-90-346-EN-C 

The Community legal order, Jean-Victor LOUIS 
Second, completely revised edition 

200 pp. • ECU 10.50 • ISBN 92-826-1665-7 • CB-56-89-392-EN-C 

European Economy - No 35 - The economics of 1992 

222 pp. • ECU 16 • ISSN 0379-0991 • CB-AR-88-035-EN-C 

European Economy - No 40 - Horizontal mergers and competition 
policy in the European Community 

98 pp. • ECU 16 • ISSN 0379-0991 + CB-AR-89-040-EN-C 

European Economy - No 43 - Economic transformation in 
Hungary and Poland 

218 pp. * ECU 18 * ISSN 0379-0991 * CB-AR-89-043-EN-C 

European Economy ,_ No 44 - One market, one money -
An evaluation of the potential benefits and costs of forming an · 
economic and monetary union 

351 pp. * ECU 18 * ISSN 0379-0991 • CB-AR-90-044-EN-C 
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European Economy - The economics of EMU - Background studies 
for European Economy No 44 'One market, one money' -
Special edition No 1 - 1991 

248 pp. * ECU 18 * ISBN 92-826-1996-6 * CM-60-90-208-EN-C 

European Economy - No 45 - Stabilization, liberalization and 
devolution - Assessment of the economic situation and reform 
process in the Soviet Union 

191 pp. * ECU 18 * ISSN 0379-0991 * CB-AR-90-045-EN-C 

European Economy - No 46 - Annual Economic Report 1990-91 -
The European Community in the 1990s: Towards economic and 
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295 pp. * ECU 18 * ISSN 0379-0991 * CB-AR-90-046-EN-C 

European Economy - No 47 - Developments on tile labour market 
in the Community - Results of a survey covering employers 
and employees 
Quest - A macroeconomic model for the countries of the European 
Community as part of the world economy 

239 pp. * ECU 20 * ISSN 0379-0991 * CM-AR-91-047-EN-C 

European Economy· - Social Europe (Special edition 1990) 

The impact of the internal market by industrial sector: the challenge 
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European Economy - The path of reform in Central and 
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Employment in Europe - 1990 
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National implementing measures to give effect to the White Paper 
of the Commission on the completion of the internal market -
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79 pp. • ECU 9 • ISBN 92-825-8554-9 • CB-PP-88-AOI-EN-C 

A guide to working in a Europe without frontiers, Jean-Claude SECHE 
253 pp. • ECU 18.50 • ISBN 92-825-8067-9 • CB-PP-88-004-EN-C 

Freedom of movement in the Community - Entry and residence, Jean-Claude SECHE 
69 pp. • ECU 7.50 • ISBN 92-825-8660-X • CB-PP-88-B04-EN-C 

Guide to the Reform of the Community's structural funds 
104 pp. • ECU 11.25 • ISBN 92-826-0029-7 • CB-56-89-223-EN-C 

The European Communities in the international order, Jean GROUX and Philippe MANIN 
163 pp. • ECU 5.25 • ISBN 92-825-5137-7 • CB-40-84-206-EN-C 

Money, economic policy and Europe, Tommaso PADOA-SCHIOPPA 
215 pp. • ECU 8.95 • ISBN 92-825-4410-9 • CB-40-84-286-EN-C 

The rights of working women in the European Community, Eve C. LANDAU 
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