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4.7

The increase in nominal gross compensation per head in the
Community as a whole slowed from 13 % in 1976 to 10.9 % in 1977.
The resurgence of consumer price inflation, fuelled Largely by
commodity price movements, at the beginning of 1977 probably
helped keep nominal pay settlements in the first half of that
year in double figures. In a number of countries this effect was
ensured through the indexation arrangements in operation. Although
there was a deceleration in consumer prices for the Community as
a whole in the second half of the year its incidence among countries
was not such as immediately to produce a symmetrical effect on
wage and salary movements. Despite the somewhat stower growth of
gross ﬁominat compensation per head in 1977, the increase in unit
labour costs (whole economy) in the Community as a whole accelerated
from 7.7 % in 1976 to 8.4 % in 1977 as productivity growth fell
back, in the face of weakening output growth, from nearly 5 % in
1976 to only 2 % in 1977.

In 1978 it appears that gross compensation per head 1in
the Community as a whole may have grown slightly less than 10 Z%.
The relatively Low growth of output in 1978 has probably Limited the
growth of productivity in the Community as a whole (all industries
and services) to around 2 1/2 %, hardly better than the figure recorded
in 1977. Nonetheless the slight deceleration in compensation per
head and the even slighter acceleration in productivity have been
working in the same direction, producing an jncrease in labour costs

per unit of GDP of around 7 % in 1978.

Real pre-tax wages - gross compensation per employee deflated
‘by the implicit price of consumption - grew by 1.8 % in 1977 and
probably by about 3 % in 1978 in the community as a whole (see
Table 4.4). Thus while in 1977 the increase in real pre-tax wages
fell below that in productivity, in 1978 it may have about equalled
it. The picture for 1978 varies from country to country, however,
real pre-tax wage increases exceeding productivity growth in Italy,

the United Kingdom and Luxembourg, running at about the same rate
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‘as productivity growth in Belgium and the Netherlands, and falling
below it in Denmark (where real wages have fallen absolutely in

1977), the Federal Republic of Germany and France.

Pre-tax compensation of employees per unit of output,
deflated by the GDP price, (an appropriate concept from the émpLoyer's
point of view) probably fell by about 1/2 % in 1978 after
a fall of 0.2 % in 1977. In 1977 this had fallen sharply in the
United Kingdom and had also fallen in the smaller Community countries
(except Luxembourg - see Table 4.4), had risen in France and Italy
and was Little changed in the Federal Republic. In 1978, by contrast,
it has probably fallen in all the Community countries except

Belgium.
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TABLE 4.4
Increase in real compensation of employees ang real Llabour
costs per unit of output
(percentage)
1960-197011971=19721 1973 1974 1975 1976 1977 1978
DK
a) 4,5 +5,0 +5,3 | +3,7 [+7,8 +2,8 |-1,7 - 0,5
b) +0,7 - 0,4 +1,2 + 6,0 +3,2 -0,7 - 1,7 - 1,0
D
a) +5,5 + 4,8 + 4,9 + 4,7 +1,5 + 3,0 + 3,1 + 3,1
b) + 0,3 + 0,7 + 1,7 + 2,4 -0,2 -2,2 + 0,5 -1,0
1
F
a) + 5,1 + 4,8 +5,6 | +3,6 + 6,0 + 4,4 + 4,0 + 3,0
b) - 0,1 - 0,6 -1,5 + 3,0 + 3,0 -0, + 1,1 -1,2
IRL
a) +5,0 +5,5 +5,9 + 2,1 + 6,3 + 4,6 +3,9. + 6,1
b) - 0,1 -1,6 -0,9 + 9,4 + 3,0 -1,3 - 2,3 - 2,5
1
a) + 6,6 + 5,4 + 6,6 | + 1,1 +2,8 +2,5 |+ 3,1 + 3,0
b) + 0,1 +0,2 +0,9 0,7 +2,7 - 2,6 + 0,8 - 0,6
NL
a) +5,8 + 4,5 +5,6 +5,6 | +2,9 +1,5 + 1,2 + 2,7
b) +1,2 - 0,2 + 0,5 + 2,4 +2,6 - 2,5 - 1,8 - 0,2
B
a), + 4,5 + 7,7 + 7,1 +5,0 + 4,2 + 7,1 + 2,8 + 3,2
b) - 0,1 + 2,6 +1,0 +1,8 + 4,6 +1,5 + 1,1 + 0,7
L
a) + 4,2 + 4,2 + 6,6 +12,0 + 3,2 +2,9 + 2,4 + 2,0
b) - 0,6 + 4,5 -10,0 + 4,6 +26,3 + 0,1 + 2,8 - 2,0
UK : .
a) +2,9 + 4,6 +3,8 + 3,4 +5,7 + 0,2 - 4,8 + 4,0
b) + 0,1 + 0,3 + 0,4 + 6,2 + 3,3 - 3,1 - 4,9 + 0,2
EC .
a) + 4,9 + 5,1 +5,0 + 3,4 + 4,3 + 2,8 + 1,8 + 3,1
b) + 0,1 +0,5 +0,9 +3,2 + 2,6 -1,8 - 0,2 - 0,6

a) Gross compensation per employee deflated by implicit price of consumption.

b)  Gross compensation per employee, per unit of output, deflated by implicit price of GDP.

Source: Eurostat and estimates of the Commission services
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(i1) Price policy developments

With the notable exception of the Federal Republic of Germany,

price control policies have been a feature of all Community countries
over the past few years. In the period immediately following the
oil-price shock,price-control policies based on detailed rules for

the passing on of industrial costs at the industrial stage and on
margin control at the distributive stage were in force in many
Community countries; public sector charges and other administratively-
controlled prices were held back; and temporary price freezes of
varying coverage and duration were employed in some countries. The
controls were generally aimed at reducing or delaying the pass~through
of sharply increased import prices and were often presented as a

quid pro quo for pay controls or restraint.

More recently, both the form and apparent emphasis of price
policies has been changing in a number of countries. Most notably,
controls on the prices of industrial products in France have, with
the exception of a small number of products, been freed. The new
stance of policy in France aims at modifying the structure of
relative prices so that prices bear as close a relation as possible
to real costs of production. In the pursuit of this aim, and to
reduce or a least stabiLize the operating deficits of public
enterprises public sector charges have also recently been increased,
by 10 to 20 % in some cases. Control of distributive margins for the
majority of goods, notably food (except for bread) and for many
services remains in force. The freeing of industrial prices and
the increases in public charges must initially add to the rate of
price increases, but the French authorities hope that the effect
will be limited by the pressure of foreign competition on manufactured
products, while at the same time the relative price structure and

the attitudes of businessmen to pricing and competition can be improved.
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The main development in policy in Italy over the last two
or three years has been the attempt to develop more objective
rules for the fixing of Government administered prices (and also
for rents, for which a new systeh was introduced in July 1978).
The aim, as in France, is that prices should reflect costs somewhat
more accurately than hitherto, and new rules for the better
determinatinn of costs were introduced in 1977. The Government has,
in particular, succeeded in having accepted the principle that
public sector tariffs should as far as possible cover costs. The
most recent manifestations of this principle have been sharp
increases in the price of electricity (16%) and rail travel (20%)

in the summer of 1978.

The Belgian Government has been much less active in direct
intervention (through the imposition of delays in price increases
or ultimately the fixing of maximum prices of certain products and
key sectors) in prices during the last two years of decelerating
inflation. However, the general prohibition of indexation of
industrial and commercial prices remains in force. Price increases
can be justified only on the grounds of an increase in the costs
of the enterprise in question. For 1977 only those salary increases
Limited to a percentage equal to the percentage increase in the

cost of living were allowable.

In Denmark prices in some periods were set in conformity with
specific rules about imputed costs (the concept of allowable costs has
varied at different times). Price controls have been regarded as a
countervailing element to incomes policies and are intended to.contain
profits within normative Limits. For the period from March 1977 to the
end of August 1978 most of the previous restrictions were abandoned.
No explicit Limit for profits was set but the Price Committee was
empowered to assure that profits in specdfic sectors e.g. liberal

professions developed in accordance with the incomes policy norms.



A temporary price and profits freeze was announced at the end of

August 1978.

Detailed cost-rules for industry and margin controls in the
services sector are also in force in the Netherlands. For 1977, there
was initially no allowance for wage increases since it was thought
that such increases would not exceed the growth of productivity.
However, productivity increases fell short of expectations and profit
margins were compressed. Towards the end of the year industrial
companies were therefore allowed to pass on the effects on their
total costs of a 2 % increase in wage costs. For 1978 the pass—through
of wage costs has again been Limited to 2 % times the share of wage
costs in total costs. The Liberal professions were allowed to increase
charges by 2 1/2 % on 1 February 1978 and by a further 2 % on 1 August
1978. The food and entertainment industries have been brought within
the scope of controls, as have small enterprises in the hotel and
restaurant sectors (in general, the controls apply only to large

and medium-sized companies).

Since the beginning of August 1977 the Price Code in the

United Kingdom, which embodied detailed allowable cost rules, margin

controls and reliefs of some complexity, has been replaced by a more
flexible system. At present, a Price Commission is empowered to
investigate a price increase announced.or proposed by a company and,
after taking account of certain statutory criteria such as the need
toearn an adequate profit sufficient to encourage future investment
and employment, can, if it feels the price increase unjustified,
recommend to the Government a price freeze of up to twelve months

on the goods or services in question or to allow a more modest
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increase in prices. In general terms the Price Commission sees its
role as strengthening competitive forces within the economy and

helping to pinpoint inefficiencies in production and management.

(i11) Incomes policy or major wage-bargaining developments

1978 has been characterized by widespread attempts by
Governments to influence wage settlements by centralized guidance.
This has often meant that policies have sought to restrain the
growth of real incomes, virtually to zero in one or two countries,
given that productivity growth remains relatively low and that only
a small improvement in the terms of trade has been taking place.
In a number of countries, Governments have implemented or proposed
reductions in the burden of income tax and/or employers' social
security contributions, rather than increase social spending, in
an effort to ease the path to wage moderation and to restrain the
growth of total labour costs. The representatives of employees 1in
some countries continue to press for increased public spending as
part of wage-deal packages. Not suprisingly in view of the harsh
economic climate, consensus in negotiations has been difficult to

achieve.

In the Federal Republic of Germany it appears that the

collective agreements concluded during the first four months of

1978 will result in a slightly lower rate of gross nominal wage

increase this year than last - around 5 1/2 % this year as against 7%

in 1977. However, the operation of the wage-determination system in recent
years has not proved completely acceptable to either side of industry. The
share of non-wage and salary incomes has generally been less than was

expected when the relevant collective agreement were signed. This is
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probably mainly due to the fact that the general macro-economic
expectations on which the collective agreement are based have often
proved'widefbf‘the mark: at various times either the growth of cut-
put or' the rate of inflation or both have been overestimated. In

every year except one (1976) during the period 1970-1977 the non-wage
and salary share in national income declined. The provisional union -

withdrawal from the tripartite "concerted action’” are symptomatic of

& change in the climate of industrial relations, although this arose

for reasons not related directly to the wage bargaining process.

In the United Kingdom the incomes policy in operation from

mid-1976 to mid-1977 was remarkably successful in restraining

nominal wages in the face of accelerating inftation as the falls in

the value of sterling in 1976 worked through into consumer prices.

- In the year from mid-1977 there was no formal agreement on incomes
policy between the Government and the TUC, although the TUC recommended
that settlements should take place only at twelve-month intervals

and that negotiators should not attempt to recoup. past losses in. real
wages. The Government set a '"guideline' of 10 % ptus the effects of
"self-financing" productivity schemes, for settlements. The Government
expectation for the extent of the deceleration in consumer prices
consequent on successful implementation of the "guideline'" during the
year to mid-1978 has in fact been realized. However, earningsvappear

to have grown by about 14 - 15 %, faster than the "guideline" and

much faster than in the previous twelve months., This accelerated
growth, combined with that recovery of sterling in the second half of
1977 which helped make possible the deceleration {nkorices,_has,regersed
the improving trend in profitability evident during 1977. For the

year from mid-1978 the Government guideline is reduced from 10 %

to 5 % (including the effect of reductions in the working week),

again with the possibility of "self-financing" productivity schemes

allowed.



In France, the stabilization measures of September 1976 had
proposed that nominal wage increases should not, on average, exceed
the increase in prices in 1977. The Government has had a similtar
aim in 1978. In the event, wages rose slightly faster than consumer
prices in 1977 (11.6 % against 9.1 %) and probably were so again in
1978 (about 11 % against about 9 %). The current policy contrasts
with the guaranteed annual increase in purchasing power in public
sector wage contrasts, emulated in some private sector contracts,
during the period from 1969 to 1976. Such contracts rendered
adjustment to the deterioration of the terms of trade in 1973/1974
very difficult. It remains Government policy in France to increase
the salaries of lLower-paid workers relative to those of the higher
paid. To this end the purchasing power of the minimum wage has been
raised by nearly 6 % this year, but the Prime Minister has warned
that the priority being given to improving the incomes of the lower-
paid will be compatible with the constraints on the economy only
if the progression of higher income groups is slowed, and that wage
restraint, enforced if necessary by credit and public contract
sanctions, is an essential condition for reducing unemployment. The
September 1978 Budget moreover rejected the implementation of a

shorter working week or earlier retirement.

In Italy, the containment of labour costs is, along with
control of public borrowing, a central feature of the Government's
economic programme. As in France, the announced aim is that there
should be an approximate standstill in real wages. In addition,
the temporary '"budgetization' of employers' social security

contributions is being made permanent. For the present, the system
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of quarterly index-linked increases in wages is to be retained,
but the Government will review the position in tripartite
discussions at the beginning of 1979. The implication of the
retention of the system is that the Government would Like to
see a virtual standstill in the collective wage agreements
being negotiated from the autumn of 1978. The three major trade
union organizations seem to be in favour of moderation in wage

demands.

In the Netherlands, as was the case in 1977, no centralized
wage agreement has been arrived at. The employers wish to introduce
more flexibility into wage-bargaining than has previously been
the case, while the unions continue to press "non-materialistic"
demands concerned with, for instance, disclosure of company
information. They also wish to see an increase in public spending
as part of any centralized deal. For its part, the Government has
been attempting to hold back the growth of labour costs by reducing
employer's social security contributions somewhat and by introducing
various wage-cost subsidies. Individual contracts have now been
concluded for 1978. Apart from price compensation the rise in agreed
wages will be about 0.9 %. Total compensation in reaL'terms has
increased in 1978 more or less in line with productivity. The outline
" of Government medium—term economic policies published in mid-1978
foresaw a need to strengthen business profitability and restrict the

share of public expenditure in national income.

In Denmark the two-year wage agreement covering the period
from March 1977 to March 1979 had to be imposed>by law. The guide-
Line for nominal wage increases was 6 % annually, (or 2 7% annually
%U<reatwterms). In the event, nominal wagé increases in the privat
sector have exceeded the guidelines, largely because of wage drift
aimed at maintaining differentials in the face of the rise in the
minimum pay. Real wages nevertheless fell absolutely 1in 1977, mainly

¢

because i+ indirect taxes were raised sharply in the autumn.
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But the Government in effect introduced

a temporary wage-cost subsidy by taking over additional indexation
payments into supplementary pension funds. At the end of August 1978,
still faced with a need to improve the balance of payments and the
competitiveness of Danish indu§try, the new Government coupled an
increase in VAT rates with a six-month freeze on rises of incomes
and prices during which the next national pay agreement is to be

negotiated.

The rate of growth of salaries having moderated significantly
in 1977, the Belgian Government has intervened less actively in income-
determination in 1978 after the strong measures taken in 1976 and the
still-considerable restrictions imposed in 1977. The question of the
inclusion of a shorter working week has proved a stumbling-block in
negotiations between the two sides of industry on the "accord inter-
professionel" which usually serves a general framework for sectoral
negotiations. In fact, settlements in a number of sectors, and a
settlement for public servancs, have contained provisions for reductions
in the working week. Settlements have in general been moderate, largely

reflecting weak labour-market conditions and decelerating prices.

National Pay Agreements between unions and employers have been
in force in Ireland in both 1977 and 1978. In both years the Government
made tax concessions conditional on the conclusion of an acceptable
agreement. In both years the Government found the agreements acceptable,
even though the 1978 agreement provided for an increase, at national
Llevel, of 8 % in basic pay as against the 5 % increase initially deemed the
maximum desirable by the Government. It appears that the increase in

gross compensation per employee will again be in double figures in 1978
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and perhaps not very much lower than in 1977. Real wages have risen
very sharply in 1978, helped by improving terms of trade and by

Government concessions including the abolition of some local taxes.
Negotiations for the 1979 National Agreement may be more difficult,

given the large public sector and the delicate balance of payments

position.
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5. Convergence and divergence in the -Community economy -

It is generally felt that both economic policies and economic
developments must converge more closely if the Community is to make
progress towards economic and monetary integration, and in particular
to introduce a successful European monetary system in the near future.
However, the criteria by which convergence is evaluated are often
ill-defined, both as regards their importance in the integration
process and as regards their statistical measurement. This chapter
is a brief contribution to this important discussion; it examines the

most frequently mentioned criteria and supplies certain basic data.

If the process of economic and monetary integration is to
continue, then it is essential to reduce both the average rates of
monetary depreciation in the Community and deviations from this average.
The basic condition for durable smooth functioning of the new European
monetary system is the convergence of inflation rates at as low a Llevel

as possible.

There is no single and simple indicator of the degree of
convergence of inflation rates; useful benchmarks for assessing this
convergence over the past twenty years are the Community average and
the rate in the most stable Member State. An assessment based on the
definitions adopted for Table 5.1 and Graph 5.1 emphasises how wide
are the divergences the Community is overcoming at present. No Community
country had an average inflation rate for 1958 to 1967 that was substantially

different (more than 2 1/2 percentage points) from the Community average.
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TABLE 5.1
Convergence and divergence of inflation rates (consumer prices) in
retation to the Community average (A) and the most stable Member State (B)
1958-67 | 1968-73 1974 1975 1976 1977 1978
Standard (A): (percentage increases)
Community average 3.3 5.5 13.0 13.5 10.8 10.5 7.5
Close convergence: D - F + F + B - L - DK + Irl*
(A) + 1 % standard I+ I- B - UK +
Irl - NL +
NL - B -
B -
_______ S . el - 4-- N
Medium convergence: DK + DK + DK + F - DK - F - DK +
(A) + 1-2 1/2 % standard F + D - F - F +
L - L - NL = B -
VS S B N S
Substantial divergence: Irl + D - DK - D - D - D -
(A) > + 2 1/2 % standard Irl + D - Irl + Irl + I+
I+ Irt + I+ I+ NL -
NL - I+ Uk + NL - L -
L - NL - B -
UK + L= L -
UK + UK +
Standard (B8): (percentage increases)
Most stable Member State 2.2 3.8 p 7.0p 6.0 p 4.6 p 3.9p 3.3p
Close convergence: D 1 NL
B)<+ 2 % standard 1 B B8
Irt L L
NL
B
0L S - - - - B Y S
Medium convergence: DK DK NL DK DK F Irl
B>+ 2% F F L NL F NL UK
., Standard
<+517% Irt L NL B
NL B L
- . V] S R N RSN
Substantial divergence: DK F Iirl DK DK
(B> + 5 % standard F Irl i irt F
Irl 1 L I I
I B UK UK
B UK
UK

Note: Figures based on consumer price indices (not consumption price deflator).

Source:

Commission services
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: ‘ GRAPH 5.1 3.3
Convergence and divergence of inflation rates (consumer prices) in relatijon to the
~ Community average (A), and the most stable Memben State (B)

Zones of:

- 1 +21/2 %

A : Community average standard . S g A substantial
divergence

+1-2 1/2 % medium

convergence

+1% close
<convergence

-1=-2 1/2 % medium
convergence

-2 1/2 %
substantial
divergence

. B : most stable Member State standard 1

+5% substantial
B divergence

<+5% medium
>+ 2% convergence

+ 2 % close
convergence

1958 1¢° 1960 1961 1962 1963 1964 1965 1966 1967 1968 19€9 1970 1971 1972 1973 1974 1975 1976 1977 1978
I te : See also Table 5.1; for figures on Member States see Annex Table 7.
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Only one country had a substantially different inflation rate on
average between 1968 and 1973. In 1974, there were six countries;

no Less than seven in 1975 and 1977, and there weré still four
in 1978.

Average rates for 1958 to 1967 and for 1968 to 1973 were
nowhere substantially divergent from the average rate of the country
where prices were most stable; in 1974, however, six countries had inflation
rates substantially divergent from that of the most stable Member State,
but by 1978 the number had fallen to three. During 1978, moreover, )
inflation rates in the Benelux countries were sufficiently close to the
German rate (which has been the benchmark for many years now) to be

considered closely convergent.

Graph 5.1 adopts the same classification of inflation rates
into zones of convergence; it also shows the rates of inflation for
each country in the years from 1958 to 1978. It shows clearly that
the degree of convergence has been closely correlated with the average
rates of inflation in the Community and in the most stable Member State,
which in turn were strongly affected, in the wake of the oil crisis,

by the collapse of exchange-rate stability.

The above results for price trends in the Community are
accentuated if the degree of convergence is assessed on the basis
of an indicator of dispersion, such as the standard deviation:
relatively Llittle dispersion until 1972 (except in 1958 when prices
rose exceptionally sharply in France), markedly gréateh'dispersion
in the period 1974 to 1977, strong converging trend in 1978 (see

Graph 5.2). The standard deviation from the average increase in prices
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GRAPH 5.2 5.5

Dispersion of inflation rates between Member States

% (standard deviation)

0 58596061626364656667686970717%5'37475767778

Source : Commission services
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for the Community was about 1 or 2 % during the sixties; it rose

to over 5 1/2 % in 1975. In spite of the improvement observed since
then, the disparity between inflation rates in 1978, with a probable
standard deviation of almost 3 %, will still be much higher than
before 1973/1974.

Differences in Levels of per capita income are generally
recognised as another important criterion of '"convergence", although
their significance for economic and monetary integration is not
precisely the same as for inflation differentials. It is generally
agreed that all the Member States should share in the advantages of
integration, and that the reduction of disparities in Lliving standards
from region to region and from country to country is one of the Community's
fundamental aims. Indeed, it is obvious that progress towards integrationn
would be greatly facilitated by the narrowing of economic and social
differences. The Community's regional policy is based on these assumptions.
The achievement of more nearly comparable per capita incomes is an
important long-term aim of general integration policy. However, its

pursuit has to go together with the reduction of differences in productivity.

Gross per capita product might be used as an indicator of Living
standards, but it would require data expressed in national currency to
be reduced to some common denominator if different countries were to be
compared. Conclusions about the degree of convergence are largely

dependent on the denominator chosen.
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There are two main reasons for exercising caution when
exchange rates are adopted as the basis for conversion. First,
comparison on this basis tends to overestimate differences in living
standards. Fof example, services that are not internationally traded
are in general reLafiveLy expensive in the richer countries, but their
price is insufficiently reflected in exchange rates. Secondly, other
factors such as short-term capital movements affect exchange rates

and distort the comparison at certain times.

The divergence in per capita domestic product assessed on the
basis of exchange rates widened between 1960 and 1976 (see the left-
hand side of Graph 5.3). During the same period the relative positions
of the Member States changed considerably. The ratio of the highest per
capita gross product in the Community to the Lowest was about 2.2 in
1960 and 3 in 1976.

These disparities are much smaller if calculations are based
on purchasing power parities instead of exchange rates. The purchasing
power parities worked out by the Statistical Office of the European
Communities are still provisional, but as a basis for calculation they
do avoid the overestimation of divergences that could result from
using market exchange rates. This measure is also more stable.
Evaluating per capita gross product on the basis of purchasing power
parities results in smaller disparities between the Member States than
does evaluating it on the basis of exchange rates, both for 1960 and
for 1976 (see the right-hand side of Graph 5.3). On this basis, the
divergence of gross per capita products decreased, although only
slightly, instead of increasing, between the two years: the ratio of
richest to poorest country fell from 2.0 in 1960 to 1.9 in 1976. More-
over, the relative positions of the Member States changed less than on

the basis of market exchange rates.

Turning to the convergence of Living standards in the different
regions of each Member State, we find that inequalities in gross per
capita product have tended to shrink slightly in most Member States

during the most recent years for which data are available (see Table 5.2).
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GRAPH 5.3
Dispersion of gross domestic product per
head 1960 and 1976
Current market e%change rates Current purchasing power parities
1960 1976 1960 1976
T150 1507
140F DK 4140
A\K
-1\130 1304..
SNy 2
120N N 1420
UK
NSNS | ZINNNAANNANNN
B\\\\\\\\\\\v\*\ N \\\\“°~\\\\\ 3
100 = CE N EC = 100 F&cg \EC= 100
// UK
LY
7 /eo |
UK
//(:j/§€:;§€:;/ | '
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,R//////// /// // ! "
+50
IR
o+ 40+
30 +30
20 20+
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Source : Eurostat (data is at current prices)
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TABLE 5.2
Regional inequalities in gross domestic product per head
Degree of
. . ] inequality
Country Year Poorest Average Richest Average Ratio expressed
region Level region Level min/max by THEIL
= 100 = 100 index (1)
Schleswig/
. 1970 Holstein 81 Hamburg 165 2,0 0,0044
1975 |Schlesuio/ 84 | Hamburg 178 2,1 0,0036
Holstein
1970 Quest 77 Ile de 151 2,0 0,0130
F ) France
1973 Quest 80 Ile de 155 1,9 0,0123
France
1 1970 Sud 51 Lombardia 137 2,2 0,0174
1974 Sud 65 Lombardia 135 2,1 0,0160
1970 Noord/ 88 West/ 112 1,3 0,0021
NL Nederland Nederland
1974 Qost/ 85 Zuidwest/ 15 1,64 0,0023
Nederland Nederland
1970  |Région 87 | Région 154 1,8 0,0076
B wallonne bruxelloise
1974 Region 86 Région 153 1,8 0,0072
wallonne bruxelloise
1970 North 80 South East 115 1, 0,0027
uK 1975 |Northern 82 | south East [ 113 1, 0,0019
Ireland

(1) . The Theil index measures the "inequality" of the serjes and is defined as the logarithm
of a weighted geometric mean of the per capita product in each region compared to the
per capita product of all the regions together. The index varies with the degree of
dispersion of per capita product (a value of zero corresponding with a zero degree of

inequality).

- Source :

Eurostat and Commission services.
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This is less obvious when we compare the gap between the richest and

the poorest region in a given country than when we analyse inequality

by considering the relative positions of all the regions. The index

of the degree of inequality fell in five out of the six member countries
for which data are given in Table 5.2; suitable regional data for this
kind of analysis are not available for the three countries that are

not included.

The Statistical Office of the European Communities regularly
draws up harmonized statistics, based on national data, for the trend
of remuneration in industry in the various Member States. The results
are summarized in Table 5.3, which shows that the divergence from
country to country of gross hourly remuneration in industry as a whole
is similar to that of per capita gross domestic product. Comparing the
divergence of gross hourly remuneration with that of per‘capita gross
domestic product in European units of account, on the basis of the
coefficient of variation, we find a fairly similar development between
1972 and 1976 (the coefficient for hourly remuneration increases from 21%
to 33%, while that for per capita gross product increases from 25% to 38%).
Like per capita gross domestic product, gross hourly remuneration diverges
much less if purchasing power parities(as shown in Graph 5.3), instead

of current exchange rates, were used to convert data.in national currencies,

The pursuit of low inflation and substantial real growth are,
of course, permanent and simultaneous objectives of policy in all
Member States. It is also of crucial importance to the Community that
the arbitrage between these two objectives is pursued with the highest
degree possible of compatibility between Member States, since the two
factors togethef largely determine balance of payments and exchange rate
developments, and the constraints that the Community economy imposes on

each Member sState's policy.
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5.1
TABLE 5.3
Average gross hourly earnings in industry
EUA
1964 1970 1972 1975 1976 1977 *
DK n.d. n.d. 2,40 4,39 5,28 5,37
D 0,93 1,70 2,12 3,26 3,95 4,16
£ 0,67 1,04 1,34 2,30 2,52 2,66
*
1 0,58 1,00 1,27 1,9 1,73 n.d.
IRL n.d. n.d. n.d. n.d. n.d. n.d.
NL 0,74 1,35 1,86 3,27 3,93 4,18
B 0,79 1,34 1,81 3,19 3,95 4,25
LUX 1,07 1,69 2,08 3,46 4,45 4,82
U.K. n.d. n.d. 1,56 2,20 2,10 n.d.
Arithmetic mean 0,74 1,29 1,77 2,9 3,49 -
Ratio max/min 1,6 1,7 1,9 2,3 3,0 -
Standard deviation 0,16 0,28 0,37 0,76 1,16 -
Coefficient of 22% 22% 21% 267 33% -
varijation 1

Note: ALl data refer to October of the year in question, excepf those marked with an

asterisk, which refer to April.
D) Standard deviation as percent of arithmetic mean.

Source : FEurastat and Commission services
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A fuller picture of convergence and divergence in the Community
can be obtained from study of how the two objectives have in fact been
combined. A comparison of growth rates and inflation rates shows that
the combination Has improved in most Member States over the past few
years, and that previous years were in general marked by stagflation.
The arrows on Graph. 5.4 represent the development of the two variables
between 1969 and 1978. From any one year to the next, the most favourable
direction is downwards and to the right (higher growth and less inflation).
A deterioration on both fronts is shown by an arrow pointing upwards
and to the left. The other two directions show an improvement on one

front with a deterioration on the other.

In any given year we find that a good number of countries (never

less than half) have arrows pointing in the same direction.

The prevailing trends in the results obtained by the countries
have varied from year to year. 1970 and 1971 saw a deterioration on
both fronts for most member countries, while the recovery of 1972 and
1973 was dominated by more rapid growth combined with a worsening on
the prices front in five countries. At the beginning of the crisis, in
1974, growth was lLosing momentum everywhere, and inflation was rising
except in Germany. In 1975, a year of crisis for growth, the inflation
rate fell in five countries. The 1976 recovery meant a higher growth
rate than in 1975 in all countries, and an improvement in price trends
in all but two countriés. In 1977, slower economic growth combined with
lower rates of inflation was prevalent, and in 1978 3L member countries
except France, will probably have still Lower inflation, but thefe will,
be two different trends in growth: five countries will have higher

growth in 1977, the other three will have lower growth.

The total picture emerging from this two-fold standard of
convergence shows a Community economy deteriorating rapidly between

1969 and 1975, and recovering to an appreciable extent since then;
a recovery, however, which needs to be extended and consolidated in

the future.



T y ¢ 2 1
i\ 11 i 1 1 R R}
. yamModg
-
n
LJ oL .m.
=y
s
(13 QO
(ad
i
o
12
m >
. [n
¥
E =]
[} L9 & y ¢ 2 ' 0
¥ L 1 i ¥ ¥ i T
{3imouy
< ®
T
>
S a 2}
@ ~—
) [+)]}
© +
o
o
=]
WOGSONN QILINN
[ 9 S v ¢ z |
I I 1 1 11 T T i 1
yimodo.
—
=
. * -+
pusd
) . V]
[ad
e
. Q
n 3
- \\R "
AIIJ'III“PIJ“\&\\\
WIVINYQ

-
-

{ : ] $
T Y

| o

yaimModg

£t

L9 ¢ y ¢ 4 | [ o
L 1 T T T ] 3 4 Y ]
MOJ
o yi 9
L]
g A\ el
"
@ o
7 -+
o
=]
- /nL
[ o - ;
319138/3N©I9139

AGNVI¥3IA3IN

5 14 £
L T

(43

uoLie)jul

"

L

t{ 3

L9 $ y 3 2 \ [ N
T g

yimodo

uoLiejpul

y3modo

uoL3IBYHUT

\4L\2Y
\J

uoL3euI

PONvus ™

Y3

GNVYIHOSLN3a

3

A3LUNWWO) a(3 UL UOLIB}UL pue Yimodo

UL 409 ]ead pue sa0LJd Jalinsuod UL ebueys jenuuy

uoL3BYIUT

4+




Gb “ 6.1

6. Budgetary trends and policies

(i) Budgetary policies from 1975 to 1978

Efficient regulation of the economy by means of budgetary policy
has been found very difficult over the past few years; this is mainly
because economic circumstances have been unsure since the recession that
followed the oil crisis in 1973. On the whole, policies have been designed
to compensate for deficient démand; average deficits have been considerably
higher than their full-employment levels of the years before the crisis.

But the degree of support given to demand has been adjusted at different
times to presumed variations in the economic situation. Policies have thus
been tightened and loosened by turns, but it has not always been possible

to achieve the speéific effects required for efficient control of the econo-

mic and financial imbalances they were intended to remedy.

The use of budgetary policy to adjust economic magnitudes has met
an additional difficulty in that a large part of current expenditure is
becoming increasingly dependent on automatic mechanisms, and is therefore
both dynamic and incompressible. In particular, the burden of interest
payments has increased, and expenditure on social security has grown rapidly
because of improved protection and, often, because of a large increase in
the number of recipients. These commitments lLeave only a narrow margin of
resources for more powerfully stimulating expenditure, such as direct or
indirect investment. They have also restricted the authorities' scope for
using tax reductions to stimulate private demand. The monetary risks inhe-
rent in large deficits have thus led the authorities to be fairly cautious,
which has sometimes meant that direct actions and incentives to stimulate

investment and employment could not be used to the extent required.
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6.2

However, within the Llimits set by general constraints, growing efforts at
stimulation have been made, both through capital expenditure, which began
to increase once more in real terms in 1978 after stagnating or even
diminishing for a fairly long period, and through measures specifically

intended to create or maintain jobs.

Many important aspects of budgetary policy in the Member States
have been similar over the past few years, especially timing. Policies
of powerful stimulation in 1975, when deficits reached unprecedented levels,
gave way more or less rapidly to contrary policies after the recovery.
Management in 1976, and even in 1977 in most countries, tended to be restric-
tive in spite of automatic édjustments when economic circumstances again
became less favourable. In 1978, however the prevailing trend is towards

less restriction; for it has once more become urgent to stimulate activity.

But beyond these similarities, there have been important differences
between budgetary policies, due not only to the wide variety of the imbalances
requiring adjustment in the different countries, but also to differences
in the role aSsigned to public finance, for structural or practical reasons,
in regulation strategies. Budgetary policies were most effective and varied
in countries where the imbalances were greatest and where budgetary instru-

ments were most widely used to achieve the desired results.
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6.3
Table 6.1
Net borrowing reguirement of central government (1)
and of general government (2)
- as a percentage of gross domestic preduct (3974-1978)
Net central governmenfmborrowing General government financial
» requirement . - balance
1974 1975 | 1976 | 1977 | 1978 | 1974 | 1975 19761 1977 | 1978
DK +0,6 -4, =3,3 ] -2,8 )| -3,3 +4,6 | ~1,7 -0,7{ -0,4 1 -0,7
D -1,9 -5,3 | =-3,9 ¢ -2,5| -3,44 =-1,3 | -5,9 =3,64 =2,6 | =-3,1
F +0,4 | =2,6 f =1,0| =1,0| =1,4f +0,6 | =2,3 | -0,4| =1,3| -1,8
IRL -12,2 |=16,6 [-11,5 | =9,9 |-12,7{ -8,5 |-13,0 | -9,6| -8,8 |-11,8
I =-8,6 [=12,4 | -9,8 | =9,4 |-13,4 ) =~5,9 [-12,3 =-9,7t =9,1 |-11,0
NL -1,4 -3,3 | =3,2 | =2, | =4,0f +0,9 | -2,9 =2,21 =1,61 =3,0
3 -3,6 | =s,2 | -6,0| -6,3{ -7,14 ~-1,9|-3,8 | -5,0{ -5,1{ -5,1
L +3,5 +1,11 =0,2 | #+1,4 | -0,2 ) +4,5 | +0,2 0 +0,6 0
Uk (3) -6,2 -8,5 | ~4,9 | =3,2 | -3,9¢{4 -4,7 | -5,3 ~4,61 -3,7 1 =4,2
EC -3,2 ~5,8 1 ~4,1 | -3,3 | ~4,6 -1,7 | =5,2 =3,71 =3,3 | =4,0

(1) Borrowing requirements resulting from the implementation of central govern=-
ment budgets, including financial transactions (loans, advances and equities).

(2) General government financial balance on the basis of harmonized national
acceunts, not including financial transactions (loans, advances and equities).

(3) For the United Kingdom the reference period is the financial year
(1 April to 31 March).

source : Services of the Commission
»uaLaqces of central governments : cash outturns provided by national
services for 1974~1977 and estimates for 1978,
Balance of general governments : Economic budgets.
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6.4

Budgetary policy has been most varied and has influenced short-
term economic evolution most, to judge from the large, widely fluctuating
deficits, in Italy on the one hand and in the United Kingdom and Ireland
on the other. Powerful stimulation in all three countries was followed,
in 1976 and 1977, by especially energetic restrictions to deal with rapidly
worsening internal and external imbalances that were in fact largely due
to the excessively stimulating effect of earlier policies. The means em-
ployed, however, were rather different in the different countries. 1In
Italy, where current expenditure was subject to powerful constraints, res—
triction mainly consisted in a massive strengthening of the burden of direct
and indirect taxation - increased by about 1 1/2 % of gross domestic product
in 1976 and again in 1977. This action was supplemented by a deliberate
cut-back in capital expenditure. In Ireland too, the deficit was reduced
mainly through the rapid growth of tax revenue, which increased twice as
fast as expenditure between 1975 and 1977. In the United Kingdom, on the
other hand, restrictive action mainly consistéd in severely Limiting the
"planning' total of expenditure, which fell by about 9 % in volume terms
from 1975/76 to 1977/78, partly as a by-product of applying a new system
of "cash Limits" to the greater part of public expenditure. Official
estimates incorporate a further shortfall below the "planning" total of-

2 1/2 % 4n the actual volume of non-financial expenditure for 1978/79.

At the same time a more generous tax policy was applied in support of the
policy to contain nominal increases in income. The imbalances in all three
countries had been sufficiently corrected by these actions by the end of
1977 for budgetary policies to move once more towards stimulation in 1978.
The change was marked in Ireland, where substantial tax reductions combined
with a massive increase in capital expenditure will probably entail an
increase in the deficit of about 3 % of gross domestic product. It was also
marked in Italy, where most of the planned measures to restrict current ex-
penditure and to increase revenue ‘have been postponed, while capital expen-
diture has been considerably increaseu. The stimulus afforded by tax

reductions an'' capital expenditure was not so great in the United Kingdom.
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In France and Denmark, where serious adjustment problems also arose,
budgetary policy also uﬁderwent similar changes, but only the initial relaxation
phase was really marked. Indeed, as a consequence of the recession and of the
méasures taken to combat it, both countries - especially Denmark - experienced
a sharp deterioration of their budgetary position in 1975, although the well-
balanced starting position of both countries in this respect resulted in deficits
much Lower than the Community average. Consequently, the efforts required to
bring them down to levels consistent with gradually reducing internal and
external desequilibrium were also relatively less. The results obtained on
both fronts were, however, insufficient to allow for a substantial relaxation

of the budgetary stance in the two countries in 1978.

In Germany and the Benelux countries, inflationary pressures
have been weaker and have never endangered external equilibrium; there was
a wider margin of manoeuvre in these countries for budgetary policies to
support activity. However, it could not always be fully exploited, because
it was feared that excessively high deficits might rekindle inflation or
absorb too great a proportion of savings. Belgium was an exception to the
general rule in that the deficit expressed as a percentage of gross national
product grew steadily throughout the period, so that the need for a medium-
term revision of expenditure policy became pressing in 1978. The other coun-
tries, free of payments difficulties, began as early as 1976 to correct the
budget imbalances caused by the recession. The persistent Lack of economic
dynamism, however, led them to abandon their restrictive Line and to return
gradually to more flexible policies. By 1977 the German authorities were
already taking measures to support activity, with extra expenditure and tax
reductions totalling more than 1 % of gross domestic product. The measures
included a new pluriannual programme of investment, an increase in family
allowances and reductions in income tax, wealth tax and tax on enterprises,
partly offset by an increase in VAT rates; they resulted in a considerably
higher budget deficit in 1978. The deficit in the Netherlands will also be
quite a Lot higher in 1978 than in 1977, owing in particular to the effects
of support measures agreed in the spring which involve a sum equal to over
1 % of gross domestic product, and to increased assistance to private in-
vestment agreed when the investment account was introduced at the end of
May 1978.
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(ii) Prospects for Budgetary policies in 1979

Faced with the prospect that economic growth will remain insuffi-
cient over a long period to prevent a further deterioration in the Community's
employment situation, the Member States agreed at the European Council meeting
in Bremen on 6 and 7 July 1978 on the principle of joint actijon to stimulate
demand. At the meeting of 24 July 1978, the Council adopted detailed arran-
gements for such action as proposed in a Commission communication on the adapt-
ation of public budgets in 1978 and the preparation of public budgets in 1979
in the context of Community concerted action. The Member States are counting
mainly on the increased flexibility of budgetary policy, and on its spill-

over effects, to obtain the desired result.

The Council decision of 24 July 1978 thus committed all the
Member States to increase budgetary support; this will mean higher deficits
in 1979 than was originally planned, in spite of the stabilizing effects
expected from the acceleration of growth. The general trend is adapted in
widely varying ways in the different countries, in view of the margin of
manoeuvre left to each ~ .° by its external trade and price prospects, the
specific features of its short~term economic situation and the constraints
on its budgetary and tax systems. It has therefore been provided that the
stimulation measures considered necessary may be partially offset by restric-
tions, particularly where budgetary management is tight. On the whole, the
characteristic feature of the Member States' budgetary policies in 1979 will
be their selectivity with a view to achieving the highest possible degree
of efficiency rather than the extent of the effort they will require. The
Council considers, in its decision of 24 July, that in countries where the
balance of payments situation and the behaviour of prices are still uncertain,
arrangements for 1979 should nc* reinforce the support which increased defi-

cits - sometimes considerably increa- afforded to activity in 1978.
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The policy sketched for Italy and Ireland, indeed, 3s slightly
reStrictive; for the aim is to reduce the net deficits in 1979, as a propor-
tion of gross domestic product to below their 1978 levels. 1In both countries
this will require a reduction in some items of current expenditure and some
increases in taxes and levies especially as it now appears necessary to
increase budget‘aid to investment. The guidelines are less strict for the
other countries where the restoration of equilibrium is still causing pro- ,
blems. Some reduction in direct taxes is even considered possible in Denmark
if it is justified by the results of the policy to moderate wages. The
Danish budget measures adopted in September include an increase in the per-
sonal income tax allowance; however, to control the spontaneous increase
in the budget deficit and reduce the external deficit, restrictive provisions
have also been adopted including raising the VAT rate from 18 % to 20 1/4 %
in October, reinforcing direct taxation by changing the system of index-

Linking the income tax scheduLe}_andAintroducing expenditure savings, particularly
through postponement of certain public infrastructures. The decision of 24 July

recommends for France that the measures. planned to bring the deficit below its

1978 Level should be postponed. The draft budget for 1979 respects this
recommendation, in spite of the moderating influence on the rate of increase
in expenditure of earlier decisions (mainly concerning public service charges
and support to employment). The decision allowed that the present
expansionist trend of budgetary policy in the United Kingdom might be
accentuated slightly. For Germany and the Benelux countries, the guidelines
in the decision are more resolutely geared to stimulation. However, it was
conceded that the margin of manoeuvre necessary for the essential revival
measures could not be created in Belgium unless action were taken at the same

time to reduce some of the current expenditure items of the 1978 budget .
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The draft budget for 1979 therefore confirms the measures taken in the

Law on economic and budgetary reform by Limiting the rate of increase

in this expenditure to below that of gross domestic product and provid-

ing for a particularly vigorous effort in favour of investment. In

Germany, after the Council's Decision of 24 July provided for budgetary stimula
tion with tax reductions and with supplementary expenditure of about

1 % of gross domestic product in 1979, the Federal government adopted

an appropriate programme on 28 July with a series of measures to be

introduced between the beginning of 1979 and the beginning of 1980.

The measures for 1979 mainly concern income tax and increases in
certain items of transfer expenditure. On the other hand, there
will be an increase in VAT rates on 1 July 1979. The Netherlands,
too, have complied with Community guidelines, in their draft budget
for 1979, supplementing the provisions adopted in the first half

of 1978 with incentive measures. The central government budget
deficits as a percentage of gross domestic product should thus be consi-

derably higher in 1979 than in 1978 in Germany and the Netherlands,
and remain about the same in Belgium, while the slight surplus expected
for 1978 in Luxembourg should give way to a slight deficit.

(i41i) Long-term trends in public finance

Over the past few years the share of government expenditure in the
Community as a whole has been fairly stable. After increasing more or less
regularly between 1958 and 1973, it accelerated sharply in 1974 and 1975 under
the influence of the mechanical effects of the crisis and the short-term
policies adopted. During these two years, general government expenditure as
a percentage of GDP increased by nearly 6 %, or almost as much as it had over
the preceding fifteen years (7.7 %). Public expenditure as a share of GDP
reached 46.4 7% in 1975 compared with 40.6 % in 1973 and 32.9 % in 1958.
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These general trends cover considerably different developments
at national level; the extent of the deceleration in the growth of public
expenditure since 1975 has varied according to each country's specific budget-
ary constraints and ability to control the spontaneous evolution of public
finance. General government expenditure increased most sharply in 1974-75
in Ireland, Denmark and the Benelux countries. These were also the countries
where the rates of growth of public expenditure were highest between 1958 and
1973. Except in Ireland, public expenditure continued to grow after 1975,
although more slowly. 1In Germany, public expenditure in relative terms,
which had been rising since 1971, and especially in 1974~75, has remained
stable over the past few years. The effects of the 1974-75 crisis on
public finahce were less marked in France and Italy, where public expenditure
continued to ekpand at a moderate rate after 1975. Public expenditure as a
percentage of GDP is considerably lower in 1978 than in 1975 in the United
Kingdom.

The general effort to control the growth of public expenditure
in a sLack_economic situation concentrated mainly, as table 6.2
shows, on consumption and capital expenditure of government departments,

while current transfers and interest payments continued to progress.

Between 1958 and 1973, revenue as a percentage of GDP grew
parallel to expenditure, rising from 33 % to almost 40 % over the Community as
a whole. In 1974-1975, the trend of government receipts did not allow the
rapid rise in the level of government expenditvre to be covered, even though
it rose as a proportion of GDP in all member countries except Germany, Ireland
and Denmark. After 1975, the temporary recovery of economic activity
in 1976 made it easier to increase taxes and levies in an attempt to reduce
budget defieits; the effort continued in 1977, but it was relaxed in 1978.
The increase was highest and widest~ranging (covering all categories of
compulsory contribution) in Italy and Ireland, the countries where the burden
of taxation and social security contributions was considerably Llighter than

the Community averages and where budget deficits were greatest.



*SUOLILULLSP SIUNODJE 1eUOLIBU UBWJSY YILM AJLWJIOLUOD UL SJ34SURJI JUIJIND UL 30U pue uoLidunsuod aLignd

= UL papnIouUL ade pULY UL S32LAJDS Y3]eay uo aJdniLpuadx3y *Xsuuy 1e911SL1e1S SUl JO ¢ 3ldel woJdy SJ344Ld ()
S (PAAL30aJ SJ3LSURJY e3Lded 4O 33U) SJajsuedl jellded pue JUSWISSAUL PaXL) SSOJ9 (2)
(19ep 1eUOLiRU UO 3S8J33UL AJULBW) 3JNILPUSAXd JUSJJND SNOSUEYTSISLU pUe SJLSUBIL JUBJJIND (L)
UOLSSLWWO) 8y} 4O SIOLAJSS ay3 Jo s38bpng dLwouody : glel-Gl6L
s3unoaoe jeuolieN 4730 : $/6L-8S4L * S99JNOS
1 9 $°Y i‘s 0°s L°g S°%2 | 0°%2 0°€2y %61 8°%Ly S°ZL| 0°8L | %°8L | €91 291 ME|
8 6's £°S 9°9 0°¢ L°6L | 9°8L 0°8L| 9°9L | t°2L{l L-02] 6°02 | 0°22 | 2°8L 9°91 A0
€°6 | 0°6 | S°6 | S"2 | 279 | L°0% | %t0g | LtZ2| %°sZ | LUSLf 6"SL} 2°Si | O°SL | %L | 92l 1
¢ 9°¢ 'ASS s°¢ 8L 062 | 8°22 0°92 | t°Le | 0"l 6°2L| €4l | 6791 | 0°SlL (gt g
£°S Sy S°s 0°s LS 2°ys | 9°2¢ 0°1g | S92 2°stll #°8L| €°8L | ¥°8L | €91 £ 9l N
0°s 2’y 6’y 0*Y 6°¢ %°0g | 8°82 2722 622 | gL 2tHb | 2°¢b ] 6°¢t | LYl 0 2L I
29 2'9 L2 6°S AR 2ree | ez 6°L2 | S*6L | 02t ¥'8L| 2°8lL L°6L | 2°SL %72l W1
9°¢ 9°'¢ 1] ey 0y %*92 | 0°92 6°%2 1 2°12 | 0°LL | 6°%L | 6°%L | 9°%L | 972l (4 4
€°s €°s 2°S 2°s 1 v Al T I ¥ 8°02 | 6°9L | 4°9L| 6°6L ] 0702 | 0°te | 2°8l 2 gl (¢) aq
1 0°9 6°S g°s 9% g'¢ L°2L | L*91L 6°9L | %L 96 8722 | 0°g2 | 6°v2 | 6°1L2 L gt A
8461 | Li6L | Sl6L | 2261 | 8S6L || BLOL | Ll6L SL6L | 26l ; 8S6L | 8L6L | 2L6L | SL6L | £L61 8561
(2) adniLpusdxs jejyide) (L) m;:u*ucmaxw JUaJdJdnNd Jaylo uot 3dwnNsuo)

(dgo 40 obejussuad e se)

adn3lpuadxs JUSWUJOAOD jeJauab Jo sarJ4obaled ULlew O 3UaWG013A3Q

29 3navl



A\

6.11

The increase in revenue in Germany, France and Belgium is mainly due to
direct taxes and social security contributions; in the Netherlands and
Denmark, it comes from indirect taxes. The percentage of total taxes

and social security contributions in GDP has fallen in the United Kingdom,
where the increase in indirect taxation did not compensate for the Large

reduction in the burden of direct taxes.

Recent developments continue the long-term trend towards an
increase in social security contributions as a proportion of the current
receipts (see table 6.3); this trend should be related to the increase
in current transfers from social security schemes, which are financed by
these contributions. Over the Community as a whole, the share of social
security contributions in GDP rose from 7.8 % to 14.4 % between 1958 and
1977, while the burden of direct and indirect taxation rose from 22.7 %
to 25.8 % during the same period. At the moment, social security contri-
butions represent a higher proportion of GDP than either direct or indirect
taxation in most of the Community's founder member countries. They are
not so high in the United Kingdom, Denmark and Ireland, because a higher

proportion of social transfers is financed out of tax revenue.

The trend towards an increase in the share of direct taxes in
GDP observed between 1958 and 1975, however, has become less general in
the past few years. The countries with the largest increase in the burden
of direct taxes from 1958 to 1975, Benelux, Ireland and Denmark, are also -
those where the share of indirect taxes in GDP increased or remained
steady. The increase in compulsory contributions in these countries
affected all categories of revenue, so as to cover the very rapid expan=—
sion of expenditure. 1In France, Italy and Germany, the increased burden
of direct taxation was partly offset by a reduction in the importance of
indirect taxation; combined with higher social security contributions,
it did make it possible to finance more expenditure, although the rate of
increase in expenditure was less rapid. After 1975, the share of direct
taxation in revenue continued to increase in the countries where it was
originally the lowest (France, Italy and Ireland) as well as in Belgium
and Luxembourg. It fell in all the other Community countries.
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7.1

7. Monetary trends and policies

(i) Developments in intermediate objectives and monetary policy

The réle assigned to monetary policy in the different member
countries may be assessed with reference to the intermediate objective -
adopted (money, credit) and to the operational value attributed to this
objective. By comparing the objective with the results obtained, we can

assess the problems faced by the authorities during the period concerned.

In the Federal Republic of Germany, the Bundesbank uses a money

supply  growth objective (money supply defined, according to the Bun-
desbank's special criteria, as "central bank money") (1). Since 1975 the
rate of growth aimed at has always been 8 %Z (in 1975 this was defined as
the December-on-December rate; since 1976 it has been defined as an annual
average). Over the years the criteria for setting the target rate have
changed a little, but the basic aims have been to gradually reduce the
rate of price increases while also assuring the means of financing the
real growth of the economy. In 1977 central bank money increased

by an annual average of 9 % over 1976. The excess was due more to

the public's increased preference for liquid as opposed to longer

terms assets than to a great increase in bank credit. To contain

the rate of expansion wjthin the 8 % limit, the monetary authorities

wbuld have had to raise short-term interest rates; this could well

have further hampered growth, which was already only moderate, as well as
creating further upward pressures on the Mark. These same riské explain
why the Bundesbank did not take restrictive measures in 1978 in spite of
the strong acceleration of monetary expansion, due mainly to the rapid
expansion of credit to private sector residents. Even if the supply of
central bank money were to settle at its mid-August level, the annual
average increase would still be over 10 %; however, with the moderate level

(1) Paper money plus compulsory reserves on resident's deposits calculated
at constant rates.
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7.3

of present growth rates there is Little risk that price stability will
suffer from the extra expansion of money supply. Interest rates on money
and- capital markets, which had been falling since early in 1977, levelled
off in the spring of 1978, and long-term rates even showed a slight up-
ward tendency. However, they are still the Lowest in the Community (3.7 %
on short-term rates and 6.8 % on long~term in August); this is mainly
because of differences in infLatfon rates between Germany and other Member

St ates.

In France the first target for the growth of money supply (Mz)
was fixed for 1977. At 12.5 % (therefore slightly Lower than the esti-
mated growth in the value of GDP (13.2 %)) it was part of a medium~term
strategy to stabilize the economy’s liquidity ratio, which had been in-
creasing rapidly up to 1975, thus contributing to the elimination of in-
flationary pressure. The manipulation of interest rates plays a smaller
part in the regulation of the money supply 1in France than in the Federal
Republic of Germany; regulation in France is based on the strict controt
of the component parts of the money supply, particularly private sector
bank credit. The average annual money supply increased by 12.2 %; the
liquidity ratio remained about the same as in 1976. The December-on-Decem-
ber increase was 13.9 %, but statistical uncertainties mean that this

figure is (by about 1 percentage point) too high.

The authorities set a target of 12 % for money supply growth in
1978, about the same as the expected nominal GDP growths, and thus consis-
tent with the medium-term aim of stabilizing the Lliquidity ratio. The ceiling
on bank credit has been adjusted to make it easier to manage monetary growth;
if tHe 12 % target is to be met, close control of Treasury money creation
is required, since the policy of external borrowing contributes to the increase

in liquidity.
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In the United Kingdom, the monetary authorities first set inter-

mediate objectives in the 1976/77 financial year; these objectives covered
both money supply and, pursuant to the agreement with the IMF, domestic
credit expansion (DCE) (1). The DCE objective was predominant while balance
of payments problems were being faced, since a payments deficit results in
destruction of Liquid assets. After the improvement in the balance of pay-
ments situation, the authorities concentrated more on the money supply

objective,

Experience over the past few years has led the authorities to
adjust the monetary norms applied to defining the aggregate (at present
Sterling M3) and the method for setting the target; for the 1978/79 financial
year, the target was again expressed as a margin (8 - 12 %) subject to review

and adaptation after six months.

There is a close Link between monetary and budgetary policies
because the public sector deficit contributes to a large extent to monetary
expansion. The extent of this dependé Largely on the difference between the
public sector borrowing requirement (PSBR) and the volume of national debt

securities that can be placed with the non-banking private sector.

The norms lLaid down for the fiscal year ending in mid=April 1977
were largely respected, mainly owing to control of the PSBR. Against a norm
set at pound sterling 9000 million, DCE registered a stet of pound
sterling 4100 million. The prescription for monetary expansion was within a
9 - 13 % bracket; and the actual figure a mere 7.8 %. In the year ending in
mid-April 1978, DCE was once more, at pound sterling 4400 million, well below
the norm of pound sterling 7700 million; however, monetary expansion was
almost 3 percentage points higher than the upper limit of the 9 -= 13 % pres-

cribed target, because of répid acceleration towards the end of the financial

(1) DCE is mainly composed of bank credit to the public and pr1vate sectors
{domestic components of the money supply)
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year. The balance of payments surplus, and in particular the inflow of
capital, was one of the main factors in the growth of the money sypply;
the prevention of an excessive appreciation in the value of the pound

was given priority over controlling the money supply.

Interest rate policy is very actively exercised to control the
development of the money supply and bank credit as well as to influence
capital movements. The minimum lending rate (MLR), which is frequently
varied, fell from 14 1/4 % in December 1976 to 5 % in October 1977. How-
ever, the trend has been reversed since the end of 1977 : the monetary
authorities raised the MLR to 6 1/2 % 1in January 1978 and to 10 % in
September, with a view to containing monetary expansion. Over the same
period, the rate on ten-year Government bonds rose from 10.3 % to 12.4 %.
In June, the supplementary special deposits scheme ("corset") which penal-
jzes excessive growth of interest bearing bank deposits was reintroduced;

since then, monetary expansion has been much slower.

The intermediate objectives,established in agreements between
Italy and the EEC when loans were granted to Italy,cover total credit of
domestic origin (1) and the monetary base. Total credit is both a conjunc-
tural and a structural indicator. Compared with most of the other member
countries the ratio of total credit to GDP is especially high in Italy
(25 % between 1973 and 1976).This reflects the size of the borrowing re-
guirements of the public and enterprises sectors. In the medium term,'thehe
are reasons to expect a stabilisation or even a reduction in the global
credit/GDP ratio .as well as a redistribution of credit in favour of the
private sector. However, such developments would require a radical change

in structures and behaviour.

(1) The concept of total credit used in Italy includes, not only public
and private sector bank credit, but also funds obtained by these
sectors through other financial intermediaries and the capital market.
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From the short=term point of view, the objectives set for total
credit must be consistent with restoring balance of payments equilibrium
and slowing down the rate of inflation. In 1977 the target was exceeded
by about Lit 5.000.000 million (approximately 2,5 %) E ) the excess, most
of which arose at the end of the year, was mainly due to the deteriora=
tion of public finances as a result of the slowdown of economic activity.
This year, total credit has developed within the Limits set (Lit 46.000.000
million, or about 23 % of GDP).

The monetary conditions set in the agreements with the Community
include Limits on the creation of monetary base, to which monetary expansion
is linked by a multiplier. In the medium term, the Treasury is by far the
most impartant creator of monetary base in Italy; however, experience in
1976 and 1977 has shown that, in the short term, other sources can be very
important. Consequently, the target for 1978 refers to total monetary base.
Over the two years concerned, short-term rates moved steadily downwards,

while rates on the capital market dropped only slightly.

In the Netherlands the monetary authorities took control measures
in May 1977 with the purpose of halting the rapid expansion in Liquidity
that had raised the liquidity ration (M2 as a percentage of GDP) to the
unprecedented level of 39.6 % at the end of 1976. The medium-term aim was
to reduce this ratio gradually (by about one percentage point a year). The
specific features of control, which applied only to credits granted from
short—term resources, gnabLed the rate of money supply growth to be cut -back
from 20.5 % in 1976 to about 7 % in 1977 with minima. effects being felt

on interest rates or the distribution of credit.

(1) Increase of global credit of 17,7 % instead of 13,2 %.
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The renewal of the control system, decided upon in March, limiting
the increase in bank credit from monetary resources to 8 % over the period
froh the second quarter of 1978 to the second gquarter of 1979 will allow
the money supply to increase more or less parallel with the value of GDP,
without creating pressures on the markets; long and short-term interest
rates showed a downward trend until Autumn 197¢ after the temporary rise
in December 1977.

The policy of the Belgian minetary authorities is geared to credit
granted to the private sector (firms and households) by the financial in-
termediaries; however, no target figure is set in advance, and the monetary
authorities consider this concept important only in periods of restriction.
Private sector credit is regulated on the basis, among other things, of the
public sector borrowing requirement. Total domestic credit in 1977 was
about the same, in absolute terms, as in 1976, but with the public sector
increasing its share of this amount to about one half. The drop in the propor-
tion of total credit granted to firms and households is not due to restrictive
monetary poLicy, but to the weakness of demand that has resulted from the

loss of momentum of economic activity, interest rates, particularly short-

term rates, moved downwards during the year (except during the short periods
when exchange markets were under pressure); the downward movement has
continued until autumn 1978. It is expected that, even this year, domestic
credit will expand only moderately and that the proportion granted to the

public sector will increase again.

Denmark's open economy and persﬁsténtLy high balance of payments
deficits have led the authorities to control the development of the domestic
components of the money supply (domestic credit expansion: DCE), so as to
attract foreign capital. Quantitative Limits are therefore set in terms of
the expansion of bank lending commitments, and interest rates are kept at

a considerably higher level than in other countries. Since high budget defi-
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cits appeared in the financial year 1974/75, the means of covering the
deficit has become a vitally important factor in regulating DCE. For this
year, the authorities consider that an increase in DCE approximately
equal to that recorded in 1977 consistent with the aim of stimulating the
inflow of capital. The slowdown in monetary expansion during the early

part of the year was due to adjustments Limiting the renumeration of short-
term bank deposits; these adjustments caused a considerable volume of
private funds to be transferred into less liquid assets, mainly short and

medium~term government securities.

In Ireland, too, monetary policy ismainly gearedto influencing capital
movements. In 1977, DCE was broadly in line with expectations and objectives,
but one component, bank credit to the private sector, increased by 22 %,
compared with an expected 18 %, whilst the creation of money by the Treasury
was moderate, mainly as a result of placing government securities with the
private non-banking sector. The securities were easier to place because
interest rates were tending downwards and because the structure of rates was
favourable to capital market securities. The combined effects of the increase
in DCE and the balance of payments on Ligquidity led to a growth in money

supply (M3) of 16 %, consistent with aims and expectations.

A 20 % 4increase in bank credit to the private sector and the cre~
ation of about pound 560 million by the State were regarded as consistent,
for 1978, with the government's plan for real and nominal GDP growth and
with monetary expansion of about 16 or 18 %. It was recognised that this
fairly expansionist monetary policy will lead to some loss of reserves, the
amounts of which the authorities considered tolerable. However, in the first
part of the year the increase in bank ~redit to the private sector was far
in excess of the targets. This led tr& authorities, in October, to place
restrictions un’the banks so as to limit credit extended to the

private sector, especially personal lending.
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(ii) The use of intermediate objectives for a better coordination

of monetary policy

ALL the countries of the Community set intermediate objectives
in terms of moriey and/or credit, but they do so in different ways. One of
the main differences concerns the réle of the objectives and the amount
of publicity they are given. Germany, France and the United Kingdom puBLish
the target figures in order to influence expectations. The monetary targets for
Italy are published in the Community's Council Directives on economic
policy conditions. The Netherlands' objective of gradually reducing the
Liquidity ratio is theoretically a medium-term aim, and immediate consi-
derations may temporarily override it. In Ireland and Denmark, DCE and
monay supply projections are both aims and predictions which must be
realised account taken of general objectives and constraints on general
economic policy. Belgium is the only Member State that does not officially

formulate any projection or objective for monetary aggregates.

There are also differences in the type of intermediate objective
adopted (money supply or credit), and the way the objectives are defined.
A preference for money or for credit may be partly due to theoretical con-
siderations, but it is much more closely dependent on the balance of pay-
ments situation . An objective in credit terms, adopted by a country
experiencing balance of payments difficulties would imbLy that the monetary
authorities were refraining from compensating for the destruction of Ligqui-
dity resulting from a balance of payments deficit, accordingly an auto-
matic stabilisation factor is introduced into the system. On the other hand,
a country with a balance of payments surplus would be more Likely to adopt
an objective in terms of money supply; the realisation of such an objec-

tive would imply that, in a floating exchange-rate system, the authorities

were not seeking to avoid an appreciation of their currency through
intervention by the central bank; however, were this appreciation to
become excessive, the authorities could intervene on the market and
attempt simultaneously to compensate for the creation of Lligquidity
resutting from such interventions by tightening up credit. Such

an action has Limits however, because of the fact that credit restriction-

is liable to provoke further capital inflows.
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The differences arising from the definition of the monetary
aggregate chosen are due to institutional and structural differences
between the member countries. On the other hand the quite frequent changes
in definition of the chosen aggregates made with a view to finding
increasingly significant monetary variables, demonstrate the growing im=-
portance attached to intermediate objectives in the implementation of
monetary policy. The same applies to changes in the way the objectives .

are expressed (annual averages,margin and so on).

Some progress is being made towards harmonization, but it is
necessarily slow since it requires structural changes. Moreover, a diffe-
rence in intermediate objectives may reflect a difference in the degree

of priority assigned to the various final objectives of economic policy.

Nevertheless, present differences are not a great obstacle to
the use of intermediate objectives on a Community Level. The main condi=
tion for such use is that each country should understand the intermediate
objectives of the others : such is the principal aim of the Working Party
on the Harmonization of Monetary Policy Instruments (1). Money supply and
credit, the two intermediate objectives, are connected both functionally
and in an accounting sense and these connections could be shown on the
basis of a common pattern that would allow each Member State to appreciate
the intermediate objective of another country in that latter's own financial

context and also to compare it with its own objectives.

(1) This Working Party is deperdent on the Community's Monetary Committee
and Committee of Governors of the 1tral Banks.
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Briefly, total credit 4n its widest
definition, is made up of all the funds obtained by public and private
sectors from the financial intermediaries, the capital market and abroad;
other definitions of credit represent only the sum of certain components
of this global sum. The counterpart of total credit is represented by the
formation of financial assets (money, long and short-term securities), and
the difference between the two totals is the balance of payments on current

account position.

Despite certain differences in the method of determination certain
basic elements such as the real rate of growth and & normative rate of price rise
are always taken into account in the setting of intermediate objectives; more-
over, in most countries, the public sector borrowing requirement and its
financing play an essential rdle in the quantification of these objectives.
Consequently, the intermediate objectives are established within a general
framework which allows, during the prescribed period, a Llink up between the
orientation of monetary policy, fundamental objectives and other compartments

of economic policy.

Intermediate objectives have often been advertised at national Level
to influence the behaviour of economic agents. However, there is no need to
publicize intermediate objectives at Community level for the moment. The
coordination bodies might, however, find it useful to use them, in order
to bring out any inconsistencies between monetary policies. Comparing inter-
mediate objectives could therefore facilitate more real and more effective

coordination of monetary policies.
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8. Balance of Payments

(i) World balance of payments summary

The balance of payments of the Community on current account has
improved considerably over the last two years, showing a turn-round from
a deficit of 6 1/2 bn US & in 1976 to a surplus of some 9 bn US 8 in 1978.
These figures imply a shift of about one per cent of Community GDP to the

external sector over that period.

TABLE 8.1

World current account balances 1973-78

(billion US &)

1973 1974 1975 1976 1977 1978(1)
EC 11/2 =11 1/4 1172 | -6 1/2 1 1/4 10
us 7 13/4 { 18 1/2 4 174 | -15 174 | =18
JAPAN 0 - 4 3/4 - 3/4 33/4 1 11 18
OECD total 3 =32 3/4 |- 6 1/4 | =24 1/2 | =32 0
OPEC 9 61 1/4 | 28 3/4 39 1/4 | 34 28
Other developing |- 8 -24 =39 1/2 -26 1/2 | -26 1/2 -31
countries
USSR and eastern |- 6 -7 -15 -11 -10 -9
Europe
p.m. 1 EUA (2) = 1.23 ¢ | 1.19- 8 1.24 8 1.12 8} 1.14 & 1.30 ¢

(1) Forecast (2) at current exchange rates

Source: OECD Economic Outlook, except first Lline which
and Commission servjces.

is from Eurostat

The establishment of figures for world payments flows is difficult,

but such data as are available suggest that the overall current account
deficit of the OECD countries as a whole, which in 1977 still seemed to be

in durable deficit as a result of the 4-fold increase in the price of oil

at the end of 1973, has in fact greatly improved in 1978, largely as a result
of increases in the prices of OECD merchandise exports. There has at the same

time been a reduction in the surplus of the oil exporting countries,
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However, the admittedly imperfect figures suggest that the
improvement in the OECD position has also resulted from a deterioration
in the current account balance of the non-oil-producing developing countries.
The present equiLﬁbrium of the world economy depends to a considerable
degree on a continuing flow of private lending to the non-oil=proudcing
developing countries (and to the Soviet Union and eastern Europe) on a
scale unheard of before 1974 and would be called in question by any impediment
to that flow. This flow of lending is also of interest in the Community
context because a significant proportion of the loans have been made by

banks resident in the EEC.

Within the OECD area, the improvement in the Community's current
account position has been over-shadowed by more dramatic developments in
the accounts of the US and Japan. The US, whose current account surplus
was not completely eliminated by the oil crisis and was in fact substantial
in 1975 has since moved into a position of substantial deficit, which
represented about 1 % of GDP in 1978. The deterioration in the US current
balance was more than acounted for by a deterjoration in that country's
merchandise trade account; and of the adverse turn-round of some 40 bn. US g
between 1975 and 1978 in US merchandise trade, about two fifths represented

a worsening in the US oil bill.

The rapid decline in the US surplus in non-oil trade should also
be noted, particularly as this appears to have been the major element in
the further deterioration in the US current account between 1977 and 1978.
One aspect of this problem has of course been the higher dollar prices
paid for US imports as a result of the fall of the US currency on the
exchanges, an effect which should be outweighted, in due course, by an

increase in the volume of net exports as a result of improved competitiveness.

Even more striking has been the very rapid build-up of Japan's current
account surplus to almost 2 % of GNP, a development virtually completely

accounted for by the growth in that country's favorable



.Y

8.3

balance of merchandise trade. To some extent this phenomenon can be explained
by the improvement in Japan's terms of trade resulting from the up-valuation
of the yen, but the imbalance within the OECD cannot be explained by price

factors alone and depends also in part on the relative cyclical position of the
main countries,

TABLE 8.2

Alternative indicators of cyclical position

A.Ratio of real GDP growth [B.Ratio of Unemployement
rate to pre-1974 average | to long-term trend, inverted
L1E9C6'l-19 3 ayerage = 100) (1963-1978 trend = 100)

JAPAN EC us JAPAN
1976 101 102 96 85 91 88
1977 98 101 95 85 106 92
1978 . 98 100 95 89 128 87

The quantification of the cyclical position of an economy involves
many problems of interpretation, and the above table therefore presents two
alternative measures. In the first the rate of economic growth in 1976 to 1978
is compared to the average rate achieved by each economy in the seven years
immediately preceding the oil crisis, while the second shows vwhether unemploy-—
ment has been above or below its long—term trend. In order to make the second
measure comparable with the first, the former has been inverted, i.e. unemploy-
ment greater than its trend value, which corresponds to a low cyclical peint,
is represented by a value below 100. 0f the two indicators, the one related
to unemployment is the more volatile, but they agree in indicating that for
three years now the USA has been running its economy much closer to full
capacity than either the EEC or Japan; the first indicator also implies that
Japan has gone deeper into recession than the Community. The cyclical position
of an economy has a considerable influence on its current account balance, a
high cyclical point being associated with a high propensity to import and a

weaker performance in export markets by domestic producers.



(41) The structure of the Community's balance of payments

The most constant feature of the Community's balance of payments is the
substantial outflow of unrequited transfers, representing both remittances
outside the Community by migrant workers and officiagl transfers, made
principally by member governments, which represent, broadly speaking the
Community's grant-aid contribution to world development. Prior to the oil crisis
the Community coutd expect toQ earn a sufficiently large surplus on trade in
goods and services to finance the unrequited transfers and ensure a modest
surplus on current account, but since 1973 the situation has been much less
stable. In 1975 the re-emergence of a merchandise trade surplus was short-Lived,
fast econbmic grbwth in 1976 leading quickly to a renewed deterioration in that
account. 1977 and 1978 have however seen the emergence of a more satisfactory
position. » The balance
on services has remained positive, in spite of the growing interest charges
incurred by some member countries on the various forms of borrowing needed to
finance their post=1973 current account deficits. This satisfactory overall
performance has been due to rising net receipts from tourism and to the
operations of Community financial centres, and in particular the City of London,
which have acted as intermediaries for the substantial funds which OPEC countries

in particular wish to keep in liquid form.

The Community is both a receiver and a exporter of direct and
portfolio investment on a large scale, but in net terms these operations of the
non-bank private sector have had only a secondary role in financing the
Community's current account deficits. Net flows of this type have oscillated
around +1-2 bn. EUA as against gross flows of 7-8 bn. EUA in each direction.
The major rdle in financing the 1974 current account deficit was
played by drawings on official reserves, but the principal instrument used in
1976 and 1977 was the issue of bonds by the public sector = both central
governments and public corporations. Another feature of the capital account
in 1977 appears to have been a turn-round in the position of the banking
sector (with a certain amount of official encouragement) from being a net

lender to being a net external borrower. These net figures for the transactions
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TABLE 8.3

Balance of payments of the Community 1973-78

(billion EUA)

73 - Th 75 76 77 78
Net balances :
Merchandise trade 5465 - 2,91 8,74 | - 0,93 10 17
(fob/fob)
Services 2,79 2,08 1,54 4,85 2
Transfers - 7,24 -~ 8,58 -9,08 | -29,92 -1 - 13
Current account 1,20 - 9,41 1,20 |- 6,00 1 8>
Capital account :
Direct and port- 0,19 0,82 1,40 1,29 - 1 - 2
folio investment
Public sector 0,38 - 1,04 - 0,31 3,40 6 - 2
transactions
Other non-monetary| 6,07 3,20 3,41 0,13 -5 6
transactions T
Commercial banking| 0,24 - 1,55 -7,00 1-10,88 5 - 2
operations : '
Errors and - 1,04 1,07 1,20 1,02 8
. ommissions .
Official settlementg=-9,12 |- 6,91 |-0,17 |- 1,04 24 8
balance

Source: Burostat,and estimates of the Commission Services for 1977 and 1978

Balance of payments definitions
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of the banking sector conceal very large gross flows. Community financial
institutions have been takers of additional external deposits to the extent

of about 60 bn. EUA per year recently, an increase of some 30 bn. in terms of
annual flows since the desire of the OPEC countries to save opened new
opportunities for the financial centres of the Community. The line labelled
"other non-monetary transactions' in the above table includes a wide variety of
operations of the non-bank private sector, the principal constituents being

trade credit, and certain operations of oil companies in the North Sea Zone.

In 1977 the emergence of the US deficit, with OPEC remaining in
substantial surplus, resulted in very large international capital flows, a
substantial proportion of which came into the EC, giving rise to an unprecedented
increase in the Community's international reserves. Such information as is avai-
lable for 1978 indicates that, as might be inferred from estimates of a much Lower
OPEC surplus, the rise in EC reserves has been only slightly greater than the EC
current account surplus.
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(i1i) The positions of Member States

Denmark has suffered from a substantial current account deficit for
some years now - in spite of the substantial favorable impact on that account
of .Denmark's inclusion in the Community's agricultural system since 1973 -
and this deficit rose in 1976 to the equivalent of some 5% of GDP. The deficit
js more than accounted for by merchandise trade, but a fall ih the surplus on
services account caused by rising debt service charges should be noted. The
current account deficit has been Lower in 1977 and 1978, but Denmark has
nevertheless faced a substantial financing task, in which the major role has

been taken by public sector bond issues; these operations were sufficiently
successful in 1977 to permit an increase in official reserves,

The current account surplus of the Federal Republic of Germany rose

in 1973 and has since.

remained high, apparently unaffected by the oil crisis : indeed, the beginning
of the recession produced a record surplus in 1974. This performance has been
dominated by the large surplus on merchandise trade account, which has risen
again in 1978; the . deficit on services has recently shown a tendency

to diminish, but this has been offset by a rise in official transfers. In
merchandise trade, there was Llittle net change in the balance in volume terms
between 1973 and 1977 : the oil crisis did not require any volume adjustment
in the external accounts of the Federal Republic since the terms of trade,
while varying strongly in given years, have overall remained virtually unchanged
since 1970, in effect, the rise in-value of the Deutschemark on the exchanges
has enabled the rise in the dollar price of o0il to be offset -by a rise in the

dollar price of German exports generally.
In the years before 1974 there was a strong net inflow of capital

into Germany, and the world-wide demand for assets denominated in Deutschemarks
was a furtherfactor in the rise in value of the German currency. The associated

purchases of reserves by the Bundesbank caused, as is well known, problems of

domestic monetary management and were one of the factors leading the Federal

authorities to opt for a float of the Deutschemark in 1973. The result of
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TABLE 8.4

Summary balance of payments of member states 1966-78

(billion EUA)

1966=70{1971-72| 1973 1974 | 1975 1976 | 1977 | 1978

DK : Current account -0,32 ;-0,23 | -0,38]| -0,77| -0,41}{ -1,71|-1,5 |-6,9
Capital movements(?1) 0,30 0,37 0,75| 0,41 0,39 1,63 2,2 0,9
Official settlements balance {-0,02 0,14 0,37 -0,36| -0,02| -0,08} 0,7 0,0

D : Current account 1, 61 0,77 3,51 8,23 3,21 3,44 1 3,2 5,0
Capital movements (1) -0,51 3,77 4,56 -8,85} -3,941-0,32 ( 0,7 |-3,0
Official settlements balance | 1,10 4,54 8,07| -0,62( -0,73| 3,12 | 3,9 2,0

F : Current account . -0,57 0,34 | -0,55} -5,01] 0,05 -5.45 | -2,9 0,6
Capitgl movements (1) 0,17 2,07 | -0, 4,75 2,95 2,01 2,7 0,1
Official settlements balance |-0,40 2541 -1,46) -0,26 2,90 | -3,44 |-0,2 0,7

IRL: Current account -0,09 |-0,15 | -0,19| -0,56]| -0,02 1 -0,24 |-0,2 |-0,3
Capital movements (1) 0,16 0,31 0,191 0,.68| 0,34 0,69 | 0,6 0,2
official settlements balance | 0,07 0,16 0,0 0,12| 0,32} 0,45 | 0,4 | -0,1

I : Current account 1,81 1,65 | =2,06| =6,72| =-0,47 | =2,52 | 2,0 4, 4
Capjtgl movements (1) =1,71 1,44 1,89 2,86| -1,75} 2,73 | 3,0 2,1
0fficial settlements balance | 0,10 0,21 | -0,17| -3,86( -2,22| 0,21 | 5,0 6,5

BL : Current account 0,18 0,92 0,944 0,77} 0,55} -0,2% }-0,3 0,0
Cap1t§L movements (1) -0,10 |-0,41 -0,18 | -0,61| -0,15| -0,24 | 0,2 0,2
Official settlements balance | 0,08 0,51 0,76y 0,16 0,40]-0,53 |-0,1 0,2

NL Curfent account ~0,14 0,50 1,88 1,70 1,27 2,14 } 0,2 |-0,3
Capital movements(1) 0,30 0,04 | -1,29| -0,87| -0,98 | -1,91 | 0,1 0,3
Official settlements balance | 0,16 0,54 0,59| 0,83 0,29{ 0,23 | 0,3 0,0

UK @ Current account 0,30 1,35 | =1,95{ =-7,04| -2,88 | -1,38 | 0,4 |-0,4
Capital movements(1) (2 -0,51 0,64 | 2,90 4,12| 1,77| 0,61 [12,6 |-2,6
O0fficial settlements balance |-0,21 1,99 0,95 -2,92{ -1,11 | -1,99 13,0 |-3,0

(1): Including errors and ommissions

(2) For the sake of consistency, the UK figures for capital movements include foreign currency
borrowing by HM government, and the public sector under the exchange cover scheme.

Source : Eurostat and estimates of the Commission services for 1977 and 1978
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that decision was that the Federal Republic became an exporter of capital on

a scale corresponding fo its current account surplus in 1974 and 1975;

conver sely, renewed intervention to prevent an excessive appreciation of the
Deutschemark in 1976 and 1977 was associated with a reduction in the size

of net capital transactions.Behind these modest recent net capital movements,
however, lie substantial gross flows.In 1977 exports of 4.9 bn. EUA of long
term capital, in which outward direct investment was very important,were offset
by a favorable position in respect of trade credit and increases in the

external liabilities of German financial institutions.

In 1976 France had the largest Current account deficit in the
Community, attributable in part to the poor harvest of that year, equal to.
some 2% of GDP, but since then a substantial turnround has occurred in both the
volume and value of merchandise trade, which is expected to show a surplus
in 1978. Further support came in 1977 from a remarkable improvement on services
account, with marked gains fromcivit engineéfing and professional services.
These gains are expécted to be held in the current year, virtually offsetting
France's large net outward transfers. The overall balqnce of payments
benefitted in 1976 from a favorable shift in trade credit; but a major rdle
had to be taken in that year by drawing on the official reserves. In 1977 the
Freﬁch banking system made substantial net loans and repayments to non-residents,
but this activity was more than offset by external fixed-interest finance raised
at Long term by French companies and by unidentified capital inflow, so that
there was very Little use of official reserves. The favorable balance of

payments position in 1978 has been used to increase those reserves.

Ireland has a substantial deficit on merchandise trade account, as
is appropriate for a country in a stage of rapid economic development, and
this will amount to about 10% of GNP in 1978. This deficit is very largely
off-set by other current account items, in particular net official transfers from

the Community, and by direct investment. Prior to 1977 the Irish government was a
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borrower on a large scale through bond issues, but over the last two years
a more important role has been played by net borrowing by the commercial
banks. Further, net drawings have been made in 1978 on the official reserves,
which had reacHed a very high level at the end of 1977.

Between of 1976 -and 1977 Italy achieved a remarkable turn-round
in its current account position, representing a nominal shift of some 2% of GDP

to thé external sector. While Italy's traditional surpluses on both transfer and

services accounts contributed to this achievement, and in particular a rapidly
growing surplus in respect of tourism, the major contribution came from the
merchandise trade account, which has continued to improve and shows a substantial
and unprecedented surplus for 1978. This performance is the more remarkable.

for the fact that Italy's terms of trade have recovered very tittle from the
shock of the oil crisis and that this‘country has therefore had to achieve a
substantial shift in trade volumes : exporf volume rose 21% from 1975 to

1977 while import volume rose 14%. The result, and particularly the slow growth-
of import volume, has been achieved because the economy has been in a very low
cyclical position, but a situation has now been reached at which imports can

be allowed to grow at the same rate as exports.

Italy was a net receiver of direct and portfolio investment on a
significant scale in 197?; but this was offset by the repayment of trade credit
which was taken in exceptional quantities in 1976. The most important feature
of the Italian capital account in 1977 continued to be heavy net borrowing
by the commercial banks, while in 1978 there have been significant net receipts
of capital by the private non-bank sector. As a result of the favourable
position of both current and capital accounts the Italian authorities have

made large purchases of foreign currencies, which they have used both to
build their reserves to record levels and repay all drawings under IMF

standby Agreements, the Community's medium term financial assistance, and
Lloans from the Deutsche Bundesbank. Community loans and borrowings under the

IMF oil facility remain outstanding.
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The Netherlands surplus on merchandise trade, which benefitted greatly
from the effect of the post-1973 rise in energy prices on the value of natural
gas exports, deteriorated markedly in 1977 as a result of a rapid increase in
imports. Further, the éurplus on services seems to be in secular decline, partly
as a result of rising expenditure abroad by Dutch tourists. Given the continuing
deficit on transfers, it would appear that the current account has moved from
jts traditional strong surplus into a slight deficit in 1978. Past current
account surpluses were used to enable the company sector to buiLd up substantial
assets abroad; in 1977 the effect of this flow was largely offset by external
bond issues made by Dutch companies. There was also a substantial inflow last
year in the form of record net external borrowing by the banking system, and
operations of this type in 1978 should suffice to obviate any need to draw

on official reserves.

The oil crisis appears to have produced a permanent change in the

structure of the balance of payments of the Belgium-Luxembourg Economic Union

(B.L.E.U,). The deficit on merchandise trade which appeared in 1975 has not
subsequently been eliminated, as has occurred in certain other countries; it

has in fact increased each year. It has, however, been partially offset by a
rapidly increasing surplus on services account, particularly net receipts of
interest, profits and dividends and net receipts resulting from governmental
transactions. At the same time the transfers deficit has been rising (and
notably the component attributable to the government). There was a small current
account deficit in 1976 and 1977 but this appears to have been eliminated

in 1978. : Until 1976 the B.L.E.U. was regularly in deficit on the capital
transactions of the company sector, substantial inward direct investment being
offset by an outflow of portfolio and real estate capital; more recently,
however , the outflows associated with this sector have modefated, Lleaving its
capital account with the external sector with a slight surplus. The banking
sector was a net borrower abroad in 1977 (after three years in which it
increased its net external assets) and as a result the Banque Nationale de

Belgique saw its net reserves fall only slightly last year.
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The United Kingdom's deficit on merchandise trade fell by some 2.9 bn.EUA

between 1976 and 1977, about half of the improvement being attributable to
North Sea 0Oil. The trade balance has however deteriorated somewhat since the
end of 1977 in spite of a further improvement in the balance of trade in oil -
North Sea production is expected to be the equivalent of half of the UK's
consumption in 1978. The rise in the volume of imports of manufactured goods
has been particularly strong this year. At one stage it was feared that North
Sea 0il was leading to a current account surplus which would cause an unrea-
listically high exchange rate for sterling. In fact this tendency has

not persisted, with an increase in the rate of economic growth effectively
using North Sea Oil as a cushion to pay for the ensuing extra imports in

a time of world recession. The current account has also been affected by

a fall in the traditional surplus on invisible trade, prominent features

of which have been higher payments of interest, profits and dividends

and higher net transfers to the Community. The UK had a small surplus on

current account in 1977 and is expected to show a small deficit in 1978.

The United Kingdom benefitted from an unprecedented capital inflow in
1977 associated with government bond sales to non-residents and a rise in
external holdings of money-market assets. Transactions involving the U.K non-bank
private sector also showed a surplus, mainly due to net receipts resulting from
the operations of oil companies. This massive inflow posed problems of monetary
management for the authorities and led them to allow sterling to float upwards
on the exchanges in the autumn of last year. As was to be expected, some of
the "hot money" received in 1977 has moved out again in 1978 while sterling has
moved batk to a more realistic Level. UK borrowings from the IMF (since partly
repaid) meant that the rise in"UK gross reserves was even larger than the

balance of payments for official settlement : at the end of June 1978 UK debt to
the IMF was 3.2 bn US 8,

(iv) Exchange rates and competitiveness

The dominant development on the exchange markets over the past year has
been the fall in value of the US dollar, whose effective exchange rate®  as

calculated by Commission staff depreciated 7.1% over the year to the end of

* An effective exchange rate index measures the change in value of a currency
against other currencies in general. In the Commission's work the currency
of each country is compared to 17 other currencies, the latter being weighted
according to the competition which each of them presents to the exports of
the first country in each of 24 markets.
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August 1978, as the markets responded to an excess supply of dollars resulting
both from the US current account deficit and a more general reluctance to hold
that currency. The readiness of the US authorities to intervene to support

their currency; and in particular the activation of their swap facilities with
the Deutsche Bundesbank at the beginning of 1978,and willingness in principle to
use IMF credit, have temporarily. moderated, but not ended, the dollar's virtually
continuous fall. Conversely the Swiss Pranc appreciated very rapidly until the
end of(?ebruary 1978, when the authorities amnounced new measures limiting mone—
tary flows into Switzerlaﬁd; thereafter this currency remained reasonably stable
until August 1978, when it resumed its rise, showing an appreciation of its
effective exchange rate of 264 over twelve months. Over the same period the
effective exchange rate of the Japanese Yen which had remained remarkably

stable for several years up to the end of 1976, rose by 33% in spite of
substantial intervention by the Bank of Japan which moderated its rise at the
year end. These phenomena of course related to the very large current account

surpluses of both Switzerland and Japan.

Coordinated intervention by the US and Federal German authorities has
ensured that the effective exchange rate of the Deutschmark rose only 4.8% over
the twelve months to the end of August 1978, but even this modest appreciation
has on occasion posed problems for the other countries participating in the
European system of limited margin of fluctuation (the 'snake'). Towards the
end of 1977 the Belgian franc and the Norwegian krone alternated at the lower
intervention point, while in the early weeks of 1978 the pressure came
exclusively on the lLatter currency until the Norwegian authorities devalued
by 8% on 13 February. The Danish krone remained strong for some months after
the realignment of August 1977.

The French franc came under pressure on the exchanges in the weeks
preceding the elections for the legislative assembly, intervention by the
Banque de France limiting the fall in the effective exchange rate over the
6 monthsto March 1978 to some 8%; since the elections that rate has returned
approximately to its level of August 1977. The effective exchange rate of the
pound sterling rose about 5% between the end of August 1977 and the middle
of February 1978, responding to the withdrawal of the Bank of England from
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the market, but since then revised opinions in the market about the Likely UK
balance of payments have brought the pound's effective exchange rate close to

its Level of mid-1977. Constant and massive purchases of foreign currency by

the Italian authorities in order to improve their net reserves have prevented the
lira from showing more than a moderate rise against the US & and the effective
exchange rate of the lira has in fact fallen slightly over the twelve months

to the end of August 1978.

It is of considerable importance to know to what extent recent
developments on the exchange markets correspond to differing rates of inflation
in the various countries. In order to do this it is necessary to measure price
performance, the ratio of each country's own price index to an average index
representing inflation rates among its competitors. The method used employs the
same weights as those used in the calculation of effective exchange rates. The
choice of price index raises problems; the figures for price performance
appearing in this report are based on the wholesale prices of manufactures,
in so far as they are available, in order to concentrate attention on the prices
of goods entering into international trade. The concept of price performance
takes no account of exchange rate changes; in order to arrive at an assessment

of what has happened to the competitiveness of a country it is necessary to

adjust its index of price performance by its effective exchange rate index
and this has been done in the above table. If exchange rate changes completely
offset changes in a country's price performance (or relative inflation),

that country's index of competitiveness will remain at 100.

It emerges that the countries participating in the "snake" system

have undergone little change in competitiveness recently ~ in all cases not

more than a 2 percent change from the beginning of 1977 to the second quarter

of 1978. The Federal Republic Lost slightly in competitiveness while the B.L.E.U.
has gained slightly. Over the whole period since the "Smithsonian' agreement
DenmaJ¥1 as suffered a loss of competitiveness while the Federal
Republic and the Netherlands have seen a lesser deterioration in their positions.
This has ref'=2cted the willingness of the Deutsche Bundesbank to make Llarge
purchases of dollars in 1976 and 1977 and by the cooperative measures worked

out to .pport the US dollar this year.

(1) There is some difficulty about interpreting the figures for Denmark
because agricultural goods are important in the trade of that country.



\O4

8.16

Exchange rate and inflationary developments over the last few years have
given both the Unjted Kingdom and France a significant competitive advantage
which has, however, been somewhat eroded in 1977 and the present year. The
interventions of the Italian authorities have contributed to a small gain in

competitiveness by their country.

The most striking figures are, however, those relating to the major
non-Community countries.US inflation, as measured by the wholesale prices
of industrial products, has not been worse than inflation similarly measured
among its competitors; no depreciation of the US currency has been called for
by US price performance and exchange market developments of the last twelve
months have therefore markedly improved the US competitive position. Analogous
estimates based on unit labour costs suggest an even greater US advantage. At
the same time Switzerland and Japan, in spite of recentLy'showing very Llow

rates of inflation, have suffered very large losses of competitiveness.

The international financial system has thus been characterised for
over a year by large exchange rate changes and significant changes in competi-
tiveness which have not yet rectified current account imbalances within the
OECD area, or even altered their trend. This may occur in time, but
meanwhile differences in relative cyclical positions appear to be the

major explanation of intra-OECD imbalances.



\05
9.1

9. = Structural changes befeore and since the oil crisis .of 1973

(i) © Structural change in demand and production between 196Q.and 1973 '

The structural change which the European economies under-
went in the period before the 1973 crisis closely reflected the con-
ditions of the period : rapid growth, near-full employment, heavy
foreign investment in Europe, low energy and raw materials prices,

a virtual monopoly, shared with the United States and Japan, of trade
in manufactures, and relative price and exchange rate stability.
Market forces, supported by overall demand management policies, gene-

rallly supplied by themselves to ensure the changes needed.

The countiries of the old Community of the Six, given this
context, were all able to develop their economies and adap?t their
structures to the requirements of economic change, without major ad-
justment difficulties. But growth in the United Kingdom was slower
and the slowdown of activity in the industries in which the United
Kingdom had traditionally been powerful was not offset by rapid growth

of enough replacement industries.

None the less, the main features of the adaptation process

are common to all the countries, differing only in scale.

Economic growth was rapid and relatively smooth in these
countries and final demand structures changed along corresponding
lines : the share of investment increased, the share accounted for by
private consumer's expenditure contracted,and public consumption in-
creased in terms of value. The sharp increase in personal incomes
brought with it a harmonization, in relative terms, of the structures
of household consumption, a smaller share being devoted to food and
current consumption goods in general, with more being spent on durable

goods and on services,

As the patterns of demand in the various countries tended
to come into line, production structures also began to acquire a
family resemblance. The establishment of the common market dic not
lead - at any rate, not at the level of the main sectors of the eco-
nomy - to specialization, but in fact to relative harmonization, since
each country tended to diversify and build up its industrial sector,
so that its structure came gradually closer into line with those of

Germany and of the United Kingdom.
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However, while both these countries . possessed very extensive indus-'
trial facilities at the beginning of the period, with heavy exports,
only Germany pressed forward adaptation, moving away from tradi-
tional industries to gain a strong foothold in sophisticated tech-
nology industries, with high added value, enabling it to go on
earﬁing a heavy surplus on foreign trade even when o0il prices had

been quadrupled.

Examination of the high-growth industries reveals a number
of industries common to all the céuntries ~ chemicals and derived
products, oil products, energy industries other than coal, electrical
and electronic equipment - although their growth rates were different
and are more closely related to the overall growth rates of the do-
mestic economy than to the growth rates of the same industries in the

other countries (see Tables 9.1 and 9.2).

To this common list of growth industries must be added in
each case one or more industries in which the country concerned was
lagging behind, in relative terms, at the beginning of the period.
Examples are steel in Italy and in the Netherlands, agricultural and
industrial machinery in France, motor manufacturing in the Nether-
lands, equipment industries generally in Belgium, construction of

means of transport (other than motor vehicles) in Germany.

The declining industries are much the same in all the coun-
tries : agriculture, coal-mining, and textiles-clothing (Italy is a
special case, since in this country textiles enjoyed a sound growth

rate and remains an important industry).

Another aspect of the convergence of the various economies
is the fact that in Germany and in the United Kingdom industries in
respect of which the country enjoyed a privileged position at the
beginning of the period (agricultural and industrial machinery in
Germany, construction of means of transport other than motor vehi-

cles in the United Kingdom) are now among the low-growth industries.

The first conclusion that can be drawn from this tendency
for the economies to converge is that the countries of Europe gene-
rally tended to follow the same logic of development. They accepted
(though some moved faster than others) the replacement of coal by oil
and gas, and production processes run on more capitalistic lines, en-
tailing the more rapid development of industries producing capital
goods; those industries employing relatively large amounts of capital
and with high technology grew rapidly whilst those with a low added

value per persbn employed tended to dedine.
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Table 9,1 ' 9.3
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Source : report of the Group of Experts on sectoral analyses, "Sectoral change in the European economies from.
1%0 to the recession", Brussels, January 1978 (available on request):

(1) United Kingdom : value added at factor cost (other countriss at market prices)

(2) Industries’3, &, 5, 6.
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T77 United Kingdom : value added at factor cost (other countries at market prices)
(2) Industries 3, 4, 5 , 6,
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The pattern of convergence also shows that no country igno-
red deliberately and completely the development of fundamental in-
dustries - for example in the interests of its own industry, domestic
consumption or exports - by leaving to apparently better placed
countries a monopoly of development of certain activities : Italy
and the Netherlands acquired steel industries, Belgium and France
built up their equipment industries, and Germany and the United

Kingdom developed powerful food production and processing industries,

However, the salient feature of the convergent movement of
the patterns of the economies is the build-up of trade, in the first
instance trade with other Community countries, and then with all
other countries, since the Community gradually reduced its tariffs
to reach a point at which it is now probaly the world's least protec-
ted economic area.

The dismantlement of barriers to trade undoubtedly had a
generally favourable impact, since per capita income grew at a spec-—
tacular rate throughout the Community and was all the more rapid, the
faster the growth of trade. The country whose trade grew least fast -
the United Kingdom - was also the country which came last in the

growth table and last in the income expansion table.

The opening up of economies to trade exercised on the prin-
cipal sectors engaged in trade a constraint of competitiveness which
limited the growth of costs of production. The rate of inflation pro-
gressed less rapidly in industry in general and in those sectors
most open to trade in particular. This low rate of inflation was mace
possible by a constant rationalisation which thus implies a rapid
growth in labour productivity. Faced with this constraint, the crea-
tion of employment in industry could only be achieved in those sec~
tors in which expansion was sufficiently rapid to ensure at the same
time large gains in productivity and a growth in employment. Mean-
while the balance of the creation of employment in industry between
1960 and 1973 was weak and almost zero for some countries, with an
overall deterioration since 1970 (exept in France and Italy). As
shown in Table 9.7 the share of employment in manufacturing industry
has remained stable in the majority of countries with the exception

of the UK where it registered a net decline.
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The other key feature of change in the Furopean economies
is the growing share accounted for by services industries, both in
respect of numbers employed (cf. Table 9.7) and in terms of added va-
lue. As Table 9.2 shows (changes in added value at current prices),
by 1973 services accounted for between 45 and 55% of overall added
value in the various Member States, compared with 40 to 45% in 1960,
although this advance is partly accounted for by faster price in-
creases in the services sector than in the rest of the economy. The
vigorous expansion of this sector, a feature of all industrialized
countries, is apparently a necessary concomitent of rapid economic
expansion : both the growing demand for market and collective ser-
vices by households and the expansion in the supply of public ser-
vices were possible because of the steady improvement in individual

and collective incomes generated by growth.

At the same time, industrial development was accompanied
by increased consumption By firms of services connected with the de~
velopment of production techniques (R&D, consultant engineering),
management techniques (data processing, financial services), and

sales techniques (advertising, market research, etcCs).

Services grew all the faster because the supply of produc-
tion factors was ample. Both capital and labour were strongly attrac—
ted to these industries. Invesiment grew in them at a rate higher
than that in the economy as a whole and these industries took more
than their share of increase in the labour force, especially the

increase in the number of women at work.

Lastly, the outstanding feature of developments between
1960 and 1973 in the production facilities of the European countries
is the rapid growth of productive capital. Although no accurate mea-
surement, homogeneous from country to country, of capital/labour
substitution has yet been carried out, it is reasonable to take the
view that at the level of the economy as a whole, capital replaced
labour on a large scale (an increase of from 4 to 6% according to
country in the capital per person employed). At the level of indi-
vidual industries, the capitalization process generally involved a
decline in employment in declining industries (agriculture, coal-
mining, textiles) but set job creation in growth industries like
chemicals and certain market services, but dso in building and
construction. In the rest of the economy, the substitution rate was

lower or below average.
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(ii) structural change in demand and production since 1973

The 1973-76 period was one of flagging growth throughout
the industrial economies, of declining world trade, of sharp in-
creases in energy costs, of a marked decline in the investment rate,
and of persisting inflation in several countries; it was also one
during which many industries ran into exceptionally serious diffi-
culties. Those hardest hit included steel, certain branches of tex-
tiles, shipbuilding, and paper and printed material, whilst building
and construction, which had already been declining in relative terms
in several countries even before the crisis, suffered severe set-

backs in all the countries.

These are all important industries from the points of view
of production and employment, and there is no doubt that the problems
they had to contend with helped to aggravate the general crisis be-
setting the European economies. The combined impact of developments
having 1little or no relation to each other, such as populatien
trends in Burope (helping to reduce the demand for new building),
the need to contain public sector deficits in several member coun-
tries (which tended to inhibit the expansion of public investment),
new competition from countries undergoing rapid industrialization,
and the renewed competitive vigour of the Community's main trading
partners (United States and particularly Japan) exerted a depressive
effect on all the European economies which tended to aggravate the

general climate of crisis.

But the accumulation of sectoral difficulties only in part
accounts for the recession., This is true in the first place hecause
many of these difficulties were in fact the result of flagging de-
mand and would therefore be tempered or disappear altogether with
a recovery; secondly, the decline or actual disappearance of indus-

tries is a phenomenon inherent in the growth process.
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In the approach adopted in this study {carried out at the
level of about 20 branches for the whole economy), no single industry
was "spared" by the crisis, Although some industrial sectors made
good, during the short recovery of 1976, some of the production losses
suffered in preceding years, those which were able to keep up to the
long-term growth rate recorded between 1960 and 1973 were few in
number (see Table 9+3)..

Slower growth meant narrower disparities between the growth
rates for the various industries. Thus, the process of steady change
in the structure of the production facilities resulting from widely
differing growth rates during the ten years preceding the crisis
slowed down sharply, and the pace at which the industrial structurec
of the European economies were tending to come into line therefore

also slowed down.

Within manufacturing industry, the hierarchy of industries
arranged according to growth rates also changed appreciably. For
example, the food industries sector, whose performance was only
average or poor during the 1960-73 period, moved to the top of the
growth table in most countries during the recession. On the other
hand, the performance of certain industries producing primary pro-
ducts, such as chemicals, whose previous growth had been rapid, was

now only average or even below average.
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The main features of demand from firms were a slowdown in their consump-
tion of intermediate products, more cautious policies with regard to
stocks, and a sharp fall in investment. This was bound to lead to a very
poor performance by capital goods industries and inhibit the growth of

output of intermediate goods.

Conversely, the maintenance of an appreciable rate of growth of private
consumption (in some countries, higher than that of GDP) should have
helped industries producing goods for current consumption, as it helped
the agri-foodstuffs industries. Given the influence of both external
demand and competition from non-member countries, however, these

industries performed in almost exactly the opposite manner.

In all member countries, the current consumption goods industries were
amongst those worst affected. Internal causes were partly responsible:
the firms in these industries were financially more vulnerable, were
generally less concentrated and were more affected by the general con-
traction of markets; there was a continued tendency for private con-
sumption to favour durable goods (motor vehicles, household equipment,
etc.), which are classified in the equipment products industries. However,
external competition also aggravated the position of many industries by
reducing their shares of the European market and more especially of
external markets, thus keeping prices down and preventing firms from
correcting, through price increases (which had been possible in the motor

vehicle industry) financial positions compromised by weak demand.

The intermediate products industries - steel, chemicals, building mate-
rials, etc. - were amongst those hardest hit by the recession. Here
again, internal factors alone cannot account for what happened: it was
expected that, following a period of adaptation during which existing
stocks were used up by firms, the growth of the intermediate products
industries would catch up with that of the economy generally (or at least
of the manufacturing sector). In fact, this happened in only one country,
Italye.
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The explanation lies in the trend of external trade in these products.
Whereas in the past, the European countries'! exports of intermediate
products had tended to expand at a rate well above the rate of growth

of world trade, their export performance was much weaker between 1973

and 1976. During the same period, their imports increased at a rate

almost equal to that of world trade. Italy, which achieved the best rates
of growth in these industries, owed this mainly to its export successes
(particularly in the steel industry) and to a much lower import elasticity

than that of its partner countries (see Table 9.4).
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On the other hand, the equipment products industries (capital goods and
private consumer durables) were least affected by the crisis. Although
their rate of growth fell appreciably compared with earlier trends, it
remained in each country above that of the economy or industry as a whole.
This can be explained only in part by the continuing satisfactory rate
of purchases of durable goods bykhouseholds or by the policies adopted

in some countries to boost investment. The main reason was the sharp
growth of external demand for capital goods - growth which was maintained
for the whole of the Community (extra-Community exports) at about 19.5%
per annum in value terms between 1973 and 1976, As trade in capital goods
between industrialized countries had been adversely affected by the
slow-down in national rates of investment, it was orders from a number

of developing countries, from the USSR (increasing by 35% per annum since
1973) and especially from OPEC countries (increasing by 58%) which
accounted for this Community export performance. Most European countries
especially France and the Benelux countries (see Table 9.4) shared fully
in the export boom. However, the trend was less favourable in the Federal
Republic of Germany and the United Kingdom, which, while maintaining
substantial surpluses on trade in these products, forfeited part of

their shares of the world market (their exports growing at an annual

rate of 15.1% and 15.6% respectively, compared with 19.1% for world
trade), while imports made substantial progress on their domestic markets
(Tables 95 and 946). |

In these two countries, external demand therefore compensated only slight-
1y for the depressive effect of the fall in business investment. Germany
and the United Kingdom therefore fared worst of the six major Buropean
countries in terms of the growth of their equipment products industries
and of their economies generally; however, Germany remained on a par

with the United States as the leading world exporter.
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The analysis of the overall trend of the market services sector does not
show any special features during the period 1973-76. Demand for market
services is made up largely of intermediate consumption by firms and of
final consumption of households. Despite a long-term shift in the pattern
of household consumption towards services, the overall growth of the
sector remains fairly closely related to that of industrial output. An
analysis of the period 1973-76 confirms this close relationship, since

in most countries the growth of market services was very close to that

of these two aggregated. The trend towards the "tertiarization" of the

- economy was therefore not more pronounced during the recession than

before.

In the case of non-market services, the changes in volume terms are not
easily interpreted owing to the conventional method of estimating them
(this sector is also dealt with in chapter 6). However, except, perhaps,
in the United Kingdom, their rate of growth does not appear to have been
much higher than that of GDP. The non-market services sector therefore
played only a modest anti-cyclical role in the recession, at least until

1976.

(iii) Structurat chénge in employment and labour productivity since 1973

The generally very unfavourable employment trend and the resultant unem-
ployment have been the most serious aspects of the recession. Table 9.7 v
pinpoints two mé{n factors -~ both linked to the slowdown in growth -
which have contributed to the general increase in the numbe? of unemployed:
the reduction in the numbers employed in industry and in building and
construction and the sharp deceleration in the rate of growth of jobs

in the tertiary sector. Although it has caught the public eye much less
than the situation in industry, the slowdown in the growth of jobs in the
tertiary sector has had at least as marked a quantitative impact on the
disequilibrium of employment generally. The unfavourable employment
trends which were already discernible before the recession were thus
accentuated during the period 1973-76. Since the very beginning of the
1970s, only the tertiary sector had been a net creator of jobs in the
Commurity as a whole. Despite the remarkable growfh of manufacturing
indus y during the period 1970-73, the number of jobs in this sector

was already declining (except in Italy and France where the rate of

growth of GDP was sharpest).
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During the recession, the number of jobs in industry had to be adjusted,
with time-lags and to varying extents according to country and industry,
to the downward trend of production. The redundancies were heaviest — and
came most rapidly - in Germany, where the number of wage— and salary-
earners in industry fell very sharply (by 3.7% per annum between 1973

and 1976) and where labour productivity (measured by the value added per
employee) not only did not slacken, but actually increased at a sharper )
rate than in previous years (see Table 9.8). A similar movement was
observed in Belgium and the Netherlands, where productivity in industry
forged ahead (at a rate of between 4% % and 5% per annum), entailing
heavy losses of jobs (3.7% and 1.6% respectively). Owing to a still fair—
ly rapid growth of industry in France, the productivity performance

there remained fairly good (4.3% per annum), with relatively few job
losses (1% per annum), whereas in the United Kingdom employment and
labour productivity fell (by 2.5% and 0.1% per annum respectively). In
Italy, however, the position was the opposite of that in Germany: with

an almost identical rate of growth in industry, the number of jobs

continued to increase, while labour productivity fell.
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Structural factors, such as the varying mobility of labour or the capa-—
city for adapting the industrial apparatus, certainly contributed to
these great differences in the adjustment of industrial employment.
Assessments of the scale of the crisis and expectations regarding reco-
very probably varied from one country to the next. However, the reva-
luation of the German, Belgian and Dutch currencies undoubtedly acted

as a constraint on industry in these countries and as an incentive to
managements to seek a high rate of labour productivity, so that‘employment

necessarily suffered.

The retention of labour was most marked in the intermediate products
sector, particularly in the ores and steel branch. In all BEuropean
countries, output fell so sharply that, in spite of heavy redundancies,
productivity per employee marked time or increased very slowly. In most
countries, therefore, there were extensive reserves of productivity

available in these industries at the end of 1976.

Conversely, in the branches producing goods for curfent consumption,
employment levels were adjusted very rapidly and labour productivity
maintained a good rate of increase, especially in Germany and Belgium.
These differences of behaviour must be attributed to the varying sizes

of firms in the various industries. In the intermediate products industries,
more dominated than others by large firms, the opportunities for borrowing
or for attracting subsidies enabled managements (frequently backed by

the authorities and under pressure from the unions, which tend to be rela-
tively stronger in big firms) to hoard labour they might otherwise have
shed. There was less room for manoceuvre in the consumer industries, where
there are many more small firms, which had either to rationalize or g0

out of business altogether.
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In the equipment products industries, the same differences occurred
between countries as for industry generally. Germany and Belgium (no
figures are available for the Netherlands) seem to have given priority
to maintaining productivity improvements, whereas productivity fell
in Italy and the United Kingdom, although in the latter country numbers
employed also fell sharply.



\ 25

STATISTICAL ANNEX




10.
11.
12.

13.

14.

15.

16.

17.

V26

STATISTICAL ANNEX

List of Tables

Gross domestic product 1958-1978, '000 millions national currencies,

at current prices.

Gross domestic product 1958-1978, '000 millions EUA, at current prices

and exchange rates.

Gross domestic product per capita 1958-1978, EUA, at current prices and

exchange rates.

Gross domestic product volume growth 1958-1978, percentage changes on

preceding year.
Industrial production 1958-1978, percentage changes on preceding year.

Gross domestic product price deflator 1958-1978, percentage changes on

preceding year.

Consumer prices 1958-1978, peréentage changes on preceding year.
Private consumption in gross domestic product 1958-78, percentage shares.
Public consumption in gross domestic product 1958-78, percentage shares.
Investment in gross domestic product 1958-78, percentage shares.

Net stockbuilding in gross domestic product 1958-78, percentage shares.
Total exports in gross domestic product 1958-78, percentage shares.

Intra-Community exports in gross domestic product 1958-78, percentage

shares.

Extra~Community exports in gross domestic product 1958-78, percentage

shares.
Total imports in gross domestic product 1958-78, percentage shares.

Intra~Community imports in gross domestic product 1958-78, percentage

shares.

Extra-Community imports in gross domestic product 1958-78, percentage

shares.



18.

19.
20.
21.
22.

23.

24.

25.

26.

27.

28.
29.

30.
31.

32.

33.

34,

35.

2\

List of Tables

Balance of payments, current balance in gross domestic product 1958-78,

percentage shares.

Geographic distribution of Community exports in 1959 and 1976.
Geographic distribution of Community imports in 1959 and 1976.
Population 1958—1978, *000 ‘

Employment 1958-1978, percentage changes.

Unemployed population 1958-78, as a percentage of civil active

population.

Current receipts of general government (taxation, social security
contributions and other) in gross domestic product 1958-78, percentage

shares.

Public expenditure of general government 1in gross domestic product

1958-78, percentage shares.

Net Llending or net borrowing (=) of general government on gross

domestic product percentage shares .
Growth of money supply (M2) 1958-78, percentages.

Short-term interest rates  1958-78, percentages.

Long-term interest rates 1958-78, percentages.
External financial reserves * 1958-78, billions UA/EUA.
EUA yearly average rates (currency amount for 1 EUA).

Budgetary expenditure of the European Communities 1958~1979,

payment appropriations.
Budget receipts of the European Communities, 1958-78.

Borrowing operations of the European Communities and of the European
Investment Bank 1958-1977.

Net outstanding borrowing of the European Communities and of the
European Investment Bank 1958-1977.



5%

"It s
uet11tq 000
)

s Aye3r

e)

0994261
68L°6 8677501
¢l 00972
, 4
e sob = < 0 e'tecte 0 0587002
4 s
256718 Les‘v8 0722572 omP Loe 2 2029
£96712 257716 1827292"2 667252 867241 00871
188729 Les’s S¥07250°2 069 602 6787y 08¢’s ¢lte  ool7eL
9287 9¢ 09?19 226°15." L 062061 2.07SLL 2697y L9$4028" | 22"l 05
oLL”’ g2’ 20s“ 008’ 0¢
w2’ 991755 L297245" L1789l e7lol £997¢ 05/699° 1 $/861° 1 -
(0] l £0s” 6267 2567 0o%’ cH2! 612
60L79Y cos’s 2067295 | 0S249%L 28 62 05h° L 2L 2 922
97L7gy orer 0bL 29 0s9“621 080769 897 20s7822" 020”0g0° L s6"872 Le6l
6.8° oL L€ 950 6127 00279LL” OgL’286 9997512 9261
09676 8/8¢ YL L 157011 £9 272 L 0097 6967 c
058 : 247 95 220" sLefiol 256725 75871 SLLY186 Blé Fol Lo
87.s v/ss AT-T 169 cch 066 759792 v261
1876 9L 029” £v’e 6’s2 L
125 110 0ss“¢ 8 S 2971 48 8
S¢ 99 S6 567 Gy’ 0967 088” 81| ¢l6l
Lv0°ss 88975 7117268 L66708 77 v OOm 28, 752 o sl
1$27 897 9’
942708 ves 75 cc67628 628754 JLC7Sy s2’L , 002 mmmuwmm LSl 2261
Fa
WOO\WN mNm\NON NOw\No er\OM OOr\r LG Y19 0 67969 MMO”QrF L1461
4
98%/g2 00s’1L 80270 055795 SL0” 69579 D6°H¢S g7L0L 046t
602* 8v9” 89 ? g . LOLY 69
22 92 26S7 LY6” 2967 oLy’ 09%“ 6 6L
Gw¢\ ¢S v ¢PN\ s LS 6°¢¢ 9670 AR YA 6%
g2 0‘se £¢9 £50° 906" 884”7 ove”’ 2657y 896t
§26” v167 Loy ¥567 Ls 0 g8y 88y ]
§2 2 265 L J51° 0227 8647
9627 GLY6 276S 279/ 296
2627 6627 8107 ¢’ JLL? 0 i Yol ki l
22 g2 LSS Ly 22 1987 082* 152702 9
218722 £8%722s 0%871lYy 8LL/%2 65270 70% 0 027 6 0L 961
4
79579 618795 2897 ¢ 4917 Lr7e8s ca’ed §961
i 0 0 : 2 - 89070 Lo S0L°¥s %96
. 7
q rO\mM 2L761 #MO\O 0m¢\MNM Oww\OOM co L
8 p 6
g G278l 86570 Momxoom 0087 LSS 285716 l
L4 s
W 26570 867492 008°20¢ 9197gY 2961
® 1 08s 772 806”792 Moo\,¢ 1964
Ju1 82979%2 Nmo\mm 0961
N P
4 77%¢ 6561
a 8561
AQ

sgotud
' Juasun
o}

e 7
saLau
- 34dna

jeuot

Lieu

SuoLy LW 000

' \wN

6L-98
G6l
3onpo
Jd ot
L1sauwo
p sso

49

L 378v1




V)

0617525 L gLz ese 22972 210792 L1257 L0L 9.17881 91576 .896769¢ 800726% LoL7sYy (8L61)
L0€7%85"L 2v8’sle oLy‘2 ¥22789 ¥62756 2287121 0s2’8 8297¢5¢S £55725% %62°0Y 261
02%76%2° L £627961 L9172 802765 %$5708 LS9/ 451 §227) 02c’2ls 22.766¢€ 22879¢ 9.61
$807260° L 8917481 §9871 95976Y 688799 917291 9579 1227222 6227058 642°0¢ Gl6l
801756 L2091 LL67L gEE Yy yey’ 65 0sL/LSL L9l’s 6867222 LsL’02s 02292 9261
S0.7858 L927syL 08571 05979¢ $5076% ySLIGLL 2557S 2227502 §957082 8v5‘s2 cl61
959724, $90/0%L VATARN 2s2’Lg 65270% ¥857501L S%67Y 82%’glL 6267052 8¥v/61 2061
0227529 0657251 %8071 881722 8¥47 58 265706 925’Y S7L7LSL £907202 626791 1261
$S07509 0607611 Sv0“1 £697%2 29670¢ £89706 ¥087¢ Lsg’lgl PR MR-1 0gs’st 0261
6487155 6527801 ¥8870 LeL’ez 88% 7.2 0L6708 v65°¢ érv72sl 5927841 8007491 6961
29%7 48y $¥9700L 9520 £2876L sLL %2 9L07¢L 6162 9.67021L L26762L sé6lL’ey 8961
$667ShY 2807¢0L 9990 y967 L1 gL0t2 685759 29072 6%57.0L L60“9LL 265711 2961
L98702% 590766 §59°0 829791 ¥90761 801765 65972 001766 6LL YLL $6£701 9961
8y1726¢ 696726 0£90 oLs/SL 805871 v€97%¢ gLs 2 L9S716 92s20L 20576 S961
228719¢ %6%798 90970 6s27L 929°S1L 292708 29¢°2 0%07s8 ¥12786 29%“3 %961
982742¢ L7262 5250 28221 22¢’¢1 SHH/9y 62072 85979, 625768 g6%7. $961
ovs‘10g 95574, 86%70 L9871 642721 95576y v567L 085789 €55 %8 %5679 2961
8287942 625712 04%0 LoLZLlL LeeiLL ¥5179¢ g62°1 §85719 050722 88L79 1961
gg27%se L2S729 ¥8%70 8%5s0L s2violL 692728 £8971L 198795 652789 £59°¢ 0961
6L270g2 02%7¢9 0%%“0 v6876 l176 256762 68s7 1L 218708 L1765 022’s 6561
2217912 £028S 9L%“Q 85276 L0%’8 995722 g2yl 086725 gHs’ss LGS’y 8661
23 N 1 g N I I 4 q %a

soled sbueyoxs pue s30iud Juadund e “yN3 SUOLILW 000, ‘826L-8S6L 29NnpoJd JL1S8UOP SSO0JY

2 374vl




6.8 S 082 ¥ 00% £ 905 2 882 . 9L € G656 2 26 9 65l 8 9%y 8 8L6L -
avs S 228 € 882 9 296 9 L§2 9 €%0 ¢ 625 2 982 9 LI 2 606 2 LL6L
828 ¥ %0S ¢ %20 9 180 9 %8 S $GL 2 %82 2 S06 S 96y 9 8se . 9L61
922 ¥ 982 ¢ 9LL S 290 S 168 ¥ 9%s 2 £60 2 2. Y £9% S ¥86 S SL6l
Sl € 298 ¢ SLS ¢ 285 ¥ 88¢ ¥ 99¢ 2 098 L 0sZ ¥ 65L S 962 S 7261
9% ¢ 256 2 08y % 29L ¢ 649 ¢ 260 2 6L L oL6 ¢ %25 ¥ 689 ¥ gl6l
Lg6 2 90S 2 €6 ¢ gle ¢ 850 € 0%6 1 199 | ¥ss ¢ Sl € 968 ¢ 2261
LS9 2 08s 2 29l ¢ LLg 2 189 2 €08 | gSY L 676 2 625 € L2y ¢ Li6L
90% 2 Syl 2 2.0 € 296 2 9.§ 2 069 L 682 L sLL 2 L66 2 LSl € 0261
ySL 2 §S6 L L9 2 60g 2 Gsl 2 8LS L 6SL L 259 2 89y 2 ¥98 2 6961
%56 L geg | 942 2 2.0 2 G68 L 8¢ L 200 L w2y 2 v8L 2 90§ 2 8961
808 L 2.8 1L 986 | 8.8 | 899 | 2v2 L 186 LLL 2 856 L gGe 2 2961
9LL L si8 L G656 L VIV l$S L 62l | 226 910 2 626 L 91 2 9961
L9 L oL L 168 L 2y9 L v2y L 150 L 9.8 2.8 L €8 L 866 L §961
00s L L09 L Gg8 L 225 1 $62 L 486 928 092 L %69 | $6L L 4961
028 L 9% L 219 L 2.5 L gLl L 206 0gl €09 L 285 L 08S L €961
242 L 965 | ¥95 L 682 | Lv0 L 86/ %89 Sy L y8Y% | 964 L 2961
L8l L ghs L gl% L Lzt vl6 9L 969 0ss L Lig L ovs L 1961
S60 L 982 | 8¢S L 251 L 806 £S9 %65 gve L sz L 052 L 0961
000 L 9Lz | 0% L 160 L 808 L09 LSS gl L 880 | gyl L 6561
L%6 22L L 255 1L .20 L LS 39 66Y gL L 986 800 L 8561
33 ! 8 N I N1 4 q %a

AN

sajed abueyoxa pue sadLud juadund e ‘yn3 \wmornwmow ejides

¢ 378vl

Jad 3anpoud

21 3158WOP SSOJDH




\ 2\

TABLE 4

Gross domestic product volume growth 1958-1978

percentage changes on nreceding year

(1970 prices and exchange rates)

DK D F IRL 1 NL 8 L UK EC

1958 (a)| 2,6 3,4 3,0 -2,1 4,9 -1,0 -0,7 - 0,4 ,

1959 | 6,4 6,6 2,6 4,5 6,1 3,9 2,3 3,8 3,8 ,

1960 6,6 10,5 7,6 5,8 6,7 9,9 5,8 5,6 5,0 ,
1961 6,4 5,1 5,6 5,0 8,2 2,9 5,0 3,4 3,3 .1
1962 5,7 4,4 6,7 3,2 6,2 4,3 5,2 1,6 1,0 4 4
1963 0,6 3,0 5,2 4,8 5,6 3,3 4,4 2,2 3,9 4,0
1964 9,3 6,7 6,2 3,8 2,6 8,6 7,0 7,3 5,6 5,9
1965 4,5% 5,6 4,8 1,9 3,2 5,3 3,6 1,8 2,3 4,2
1966 2,7 2,5 5,3 0,9 5,8 2,8 3,2 1,7 1,9 3,5
1967 4,7 =0,2 4,7 5,8 7,0 5,3 3,9 0,2 2,6 3,1
1958-67| 5,0 4,8 5,2 3,1 5,6 4,5 4,0 3,0 3,0 4,5
1968 4,2 6,3 4,3 8,2 6,3 6,7 4,2 4,1 , 5,1
1969 6,9 7,8 7,2 5,9 5,7 6,8 6,6 8,3 , 5,9
1970 2,6 6,0 5,9 3,1 5,0 6,9 6,4 2,8 , 5,1
1971 2,4 3,2 5,4 4,1 1,6 4,4 4,1 4,5 , 3,5
1972 5,5 3,7 5,9 5,7 3,1 3,9 5,6 6,2 , 4,0
1973 5,2 4,9 5,4 4,6 6,9 5,9 6,5 1,3 6,6 5,8
1974 0,6 0,5 2,8 2,1 4,2 4,2 4,7 5,0 -0,6 1,7
1975 | -1,2 -2, 0,3 1,2 -3,5 -0,9 ) -2,1 -11,0 -1,6 -1,6
1976 6,3 5,6 4,6 2,9 5,7 4,5 (py 5,7 2,9 2,6 4,7
1977 1,8 2,8 3,0 5,5 1,7 2,4 () 1,3 1,3 0,7 2,2
1968-77 3,4 3,9 4,5 4,3 3,7 4,5 4,3 3,4 2,0 3,6
(1978)| 0,3 2,7 3,0 6,0 2,2 1,9 2,0 2,5 3,2 2,6

(c)

EC at 1977 exchange rates 1973

= 5,8
1974 = 1,8
1975 = -1,5
1976 = 4,8
1977 = 2,3




(32

TABLE 5

Industrial sroduction (a) 1958-1978

percentage changes on preceding year

DK D F IRL 1 NL B L UK £C

1958 3,0 2,6 4,0 3,0 3,6 2,2 ~4,7 -4,3 -1,3 1,7
1959 (11,5 7,1 1,1 8,8 10,6 8,7 4,6 4,5 5,2 5,7
1960 | 8,7 11,7 8,9 6,9 16,7 10,0 6,8 9,0 6,8 10,1
1961 5,1 6,1 5,5 8,5 9,5 3,6 6,2 2,9 0,0 4,8
1962 | 8,9 8,4 5,1 7,2 7,8 3,5 5,7 -4,2 1,1 5,7
1963 1,3 3,5 6,0 5,9 7,8 5,1 7,4 1,0 4,0 4,8
1964 (11,7 7,8 6,2 7,6 1,3 9,7 6,5 9,2 7,9 6,8
1965 6,6 5,3 1,6 4,2 3,8 4,4 2,5 0,8 3,3 3,8
1966 | 2,9 1,2 5,9 3,2 12,0 4,2 2,0 -3,2 1,4 3,6
1967 | 3,9 -2,6 2,4 7,9 8,9 2,7 1,8 -0,6 0,2 1,1
1958-67| 6,4 5,1 4,7 6,3 8,2 5,4 3,9 1,5 2,9 4,8
1968 | 7,4 9,4 3,5 10,5 6,7 9,2 5,5 6,0 6,7 7,0
1969 |12,4 13,0 10,9 7,2 3,0 10,8 9,7 12,8 3,3 9,0
1970 2,5 6,2 5,6 4,4 6,4 8,7 3,1 6,5 0,5 4,9
1971 2,4 1,5 6,4 3,7 -0,5 6,0 1,7 -1,3 -0,2 2,3
1972 | 4,4 4,1 5,5 4,2 4,9 4,7 7,5 4,2 2,2 4,4
1973 | 3,4 7,1 6,7 9,9 9,7 7,2 6,2 12,0 8,2 7,4
1974 {-1,1 -1,1 2,5 2,9 3,9 5,0 4,0 3,5 -1,8 0,6
1975 |-5,7 -6,2 ~-7,2 -6,1 -8,8 -4,8 ~9,8 ~-21,9 -4,9 -6,6
1976 11,4 7,4 8,6 8,5 11,6 5,9 7,7 6,3 1,1 7,3
1977 1 0,3 3,1 1,6 8,1 0,0 0,8 0,1 0,5 1,7 .} 1,8
1968-77 1 3,5 4,5 4,4 5,3 3,7 5,4 3,6 2,3 1,7 3,8
(1978 1,0 2,2 4,0 10 1 0 1,5 3,6 2,1 2,3
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TABLE 6

Gross domestic product price deflator 1958-1978, percentage changes

on preceding year

(base year 1970; 1970 exchange rates)

DK ) F IRL 1 NL B L UK EC
1958 (a)| 1,8 3,4 11,8 5,8 2,5 1,8 1,5 - 4,0 4,8
1959 | 3,6 0,8 5,7 2,7 -0,7 1,2 0,8 -1,8 1,1 1,7
1960 | 1,8 3,4 4,0 0,3 2,5 3,4 0,7 4,1 1,5 2,8
1961 4,3 4,3 3,3 2,5 3,1 2,6 1,3 ~5,2 3,3 3,4
1962 | 6,6 4,2 4,6 4,8 5,9 3,2 1,7 4,7 3,7 4,3
1963 | 5,8 2,9 6,6 2,6 8,5 5,0 3,0 3,1 2,3 4,5
1964 | 4,6 3,0 4,5 9,7 6,5 8,4 4,6 7,6 3,3 4,3
1965 | 7,4 3,5 2,7 b,k 4,3 6,1 5,1 2,2 5,1 4,1
1966 | 6,8 3,7 2,8 4,7 2,3 5,9 4,2 2,2 4,6 3,7
1967 | 5,2 1,4 3,1 3,2 2,9 4,1 3,1 1,0 2,9 2,6
1958-67( 4,8 3,1 4,9 4,1 3,8 4,2 2,6 2,0 3,2 3,6
1968 | 6,8 1,8 4,2 4,2 1,5 3,9 2,7 5,4 4,4 3,1
1969 | ¢,8 3,5 6,4 9,1 4,2 6,1 4,0 7,3 5,4 4,9
1970 | 8,1 7,3 5,4 9,0 6,8 5,4 4,6 15,0 7,3 6,6
1971 | 8,0 7,7 5,8 9,9 7,2 8,4 5,2 -1,1 9,0 7,3
1972 | 9,1 5,6 6,2 13,2 6,2 8,9 5,6 4,8 8,0 6,6
1973 1 9,6 6,0 7,7 15,5 1,7 8,2 6,8 10,5 7,4 7,9
1974 10,4 6,9 11,6 7,1 18,3 8,6 12,1 15,4 14,6 1,6
1975 |12,5 6,7 13,2 23,6 17,2 11,2 (p) 13,0 3,8 27,9 14,7
1976 | 8,6 3,4 10,0 19,1 18,2 8,6(b) 7,3 6,6 15,3 10,1
1977 | 9,0 3,6 8,7 13,6 18,3 7,2 (b) 6,8 5 14,0 -1 9,5
1968-77| 8,9 5,3 7,9 12,4 11,0 7,6 6,8 7,3 1,3 8,2
(1978) | 9,5 3,8 10,1 10,0 13,6 5,4 4,4 4,4 9,3 13
(¢)

EC at 1977 exchange rates : 1973 = 7,7

1974 = 11,1

1975 = 13,7

1976 = 9,5

1977 = 8,9
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TABLE 7

Consumer prices 1958-1978, percentage changes

on preceding year

(base year 1970; 1970 exchange rates)

DK D F IRL 1 NL ;] L UK EC
1958 (a)| 0,5 2,5 12,1 3,8 2,3 1,6 0,1 - 2,7 4,3
1959 (a)| 2,5 1,0 5,8 0,46 -0,7 1,2 -0,3 - 1,0 1,8
1960 ()| 2,9 1,0 3,6 0,9 1,6 2,5 2,4 - 1,1 1,7
1961 3,6 3,6 3,1 2,4 2,1 2,1 2,7 0,5 2,9 3,0
1962 | 6,2 3,2 4,2 3,5 5,6 2,7 1,0 0,9 3,9 3,8
1963 | 5,7 2,9 5,7 2,2 7,4 3,9 3,7 2,9 1,8 4,0
1964 | 4,0 2,6 - 3,7 7,4 5,2 6,9 4,1 3,1 3,5 3,8
1965 | 6,1 3,4 2,4 4,9 3,9 4,1 4,6 2,7 5,0 3,8
1966 | 6,5 3,8 3,0 3,1 2,9 5,5 4,1 3,3 4,1 3,7
1967 | 6,0 1,7 3,0 3,1 2,9 3,1 2,5 2,2 2,8 2,6
1958-67| 4,4 2,6 4,7 3,2 3,3 3,4 2,5 2,2 2,9 3,3
1968 | 6,9 1,8 5,0 4,3 1,6 2,8 2,9 2,5 4,7 3,3
1969 | 6,0 2,3 6,8 7,2 2,9 6,5 2,9 2,3 5,6 4,4
1970 | 7,3 3,5 4,7 7,4 5,6 4,4 2,5 4,6 6,0 4,9
1971 | 7,0 5,4 5,5 9,1 5,8 8,1 4,9 4,6 8,5 6,4
1972 | 7,9 5,6 5,9 9,2 6,5 8,4 4,8 4,8 6,7 6,2
1973 | 9,8 7,1 6,9 12,0 12,2 8,9 5,8 5,5 8,2 8,3
1974 12,3 7,0 13,4 15,8 24,0 9,7 12,2 9,5 16,5 13,2
1975 | 9.5 6,2 1,7 21,8 17,6 10,7 ) 12,7 10,7 23,6 13,4
1976 {10,1 4,5 9,9 18,5 17,9 9,2 (p) 7.7 9,8 15,5 10,7
1977 | 10,1 3,8 9,1 13,6 18,0 6,8 (b) 6,6 6,7 1%,2 -} 9,9
1968-77 | 8,7 4,7 7,9 1,9 10,9 7,5 6,2 6,1 11,0 8,1
(1978) | 9,0 2,5 9,2 8,0 12,5 4,4 4,0 3,1 8,6 6,9
(c)

EC at 1977 exchange rates : 1973
1974
1975
1976
1977
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TABLE 8

Private consumption in gross domestic product 1958-1978, percentage shares

(current prices)

DK D F IRL 1 NL B L UK EC
1958 | 67,8 62,8 63,2 84,4 67,8 60,6 68,5 59,4 66,7 65,0
1959 | 66,1 61,6 62,5 80,2 66,6 60,0 69,5 60,3 66,8 64,3
1960 | 65,9 59,8 61,4 80,5 65,9 58,3 68,7 56,2 66,1 63,2
1961 | 65,9 59,7 61,6 79,0 64,7 59,4 67,4 60,4 65,1 62,7
1962 | 45,6 59,5 61,8 78,3 64,7 60,1 66,3 59,9 65,9 62,9
1963 | 65,2 59,7 62,4 77,6 65,8 61,6 66,7 61,2 65,8 63,2
1964 | 64,1 58,5 61,4 76,3 65,1 59,0 63,7 59,3 64,2 62,0
1965 | 62,6 59,1 61,0 75,9 64,9 58,9 63,8 61,1 63,7 61,8
1966 | 60,1 59,7 61,0 75,2 66,1 58,5 63,4 61,8 63,3 62,0
1967 160,3 60,9 61,1 73,7 66,0 57,6 62,4 62,1 63,1 62,3
1958-67 | 64,3 60,3 61,7 78,1 65,8 59,4 66,0 60,1 65,1 62,9
1968 59,2 60,0 61,2 74,2 65,1 56,6 63,3 60,8 62,9 61,8
1969 157,7 59,2 61,2 72,6 64,5 56,8 61,8 55,9 62,6 61,3
1970 |57,4 57,7 60,2 70,9 65,0 56,7 59,4 51,9 62,0 60,4
1971 |55,6 57,9 80,6 69,7 65,1 56,2 59,7 55,6 61,8 60,4
1972 |°3.2 58,3 60,5 66,3 65,5 56,0 59,5 54,7 63,0 60,6
1973 (24,3 57,7 60,1 64,6 65,1 55,4 59,8 47,5 62,3 60,0
1974 [54,6 58,2 61,2 68,3 65,6 55,2 59,1 45,8 63,2 60,6
1975 (55,7 61,3 62,0 64,6 67,3 57,4 60,6 58,2 61,5 61,9
1976 56,1 60,9 62,3 63,6 65,7 56,5 61,3 59,2 60,5 61,4
1977 56,2 61,3 62,1 63,2 65,8 57,2 60,0 60,0 60,0 61,5
1968-77 156,0 59,2 61,1 67,7 65,5 56,4 60,4 54,7 62,0 61,0
(1978 Is5,8 61,1 61,9 63,2 65,1 57,6 59,7 58,8 61,1 61,3




Pubtic consumption in gross domestic product 1958-78

percentage shares

(current prices)

13,

TABLE -9

DK 0 F IRL 1 NL B L UK EC

1958 | 12,8 10,6 13,1 12,6 12,1 14,3 11,9 11,9 16,3 13,2
1959 | 12,5 10,7 13,6 12,6 12,2 13,4 12,4 10,8 16,5 13,3
1960 | 12,3 10,7 13,0 12,4 12,2 13,4 12,4 9,6 16,5 13,2
1961 | 13,8 11,1 13,1 12,5 12,0 14,0 11,9 9,9 16,7 13,3
1962 | 14,1 1,9 13,3 12,5 12,6 14,5 12,3 10,7 17,1 13,7
1963 | 14,3 12,6 13,4 12,7 13,3 15,4 13,0 12,1 16,9 14,1
1964 | 14,4 11,9 13,3 13,3 13,7 15,5 12,5 10,6 16,5 13,8
1965 | 15,1 12,7 13,1 13,6 14,5 15,5 12,8 10,6 16,8 14,1
1966 | 17,3 12,1 13,0 13,6 14,2 15,9 13,1 11,2 17,2 14,1
1967 | 18,0 12,6 13,0 13,3 13,6 16,2 13,5 1,7 18,0 14,4
1958-67 | 14,4 11,6 13,2 12,9 13,0 14,8 12,6 10,9 16,8 13,7
1968 | 18,7 11,8 13,5 13,3 13,6 15,9 13,6 1,7 17,7 14,2
1969 | 18,9 12,0 13,3 13,5 13,3 16,0 13,6 10,7 17,3 14,0
1970 | 20,0 12,1 13,4 14,8 12,7 16,3 13,4 10,0 17,7 14,1
1971 | 21,3 12,8 13,4 15,4 14,1 16,7 14,1 11,0 18,0 14,7
1972 1 21,3 12,8 13,2 15,6 14,6 16,7 14,5 1,2 18,5 14,7
1973 | 21,0 13,2 13,2 16,1 14,0 16,3 14,5 10,3 18,4 14,6
1974 | 23,0 14,1 13,6 18,1 13,5 17,0 14,6 10,7 20,2 15,4
1975 | 24,7 14,6 14,4 19,5 13,8 18,4 16,5 14,2 22,1 16,3
1976 | 24,0 14,0 14,6 19,5 13,2 18,3 16,5 14,6 21,8 16,0
1977 | 24,0 13,9 14,9 19,2 13,7 18,5 16,7 15,3 21,0 15,9
1968-77| 21,6 13,1 13,7 16,3 13,6 17,0 14,8 11,8 19,2 15,0
(1978) 24,0 13,8 14,9 19,2 14,2 18,6 17,2 15,4 20,2 15,9




Fixed investment in gross domestic product 1958-1978, percentage shares

ey

TABLE 10

(current prices)

DK D F IRL 1 NL B L UK EC
1958 | 17,3 22,4 20,3 14,2 20,8 23,0 17,0 22,9 15,7 19,6
1959 | 18,8 23,6 20,1 13,9 21,1 23,8 17,8 22,3 15,9 20,0
1960 | 19,4 24,3 20,1 14,3 22,3 24,0 19,3 21,3 16,4 | 20,6
1961 | 20,9 25,2 21,2 16,2 22,9 24,7 20,7 25,3 17,3 | 21,6
1962 | 20,8 25,7 21,4 17,8 23,2 24,4 21,3 26,8 17,0 | 21,8
1963 | 19,8 25,5 22,1 19,5 23,6 23,7 20,7 31,4 16,7 | 21,9
1964 | 22,0 26,6 22,9 20,4 21,9 25,4 22,4 34,9 18,3 22,7
1965 | 21,7 26,1 23,3 21,3 19,0 25,0 22,4 29,2 18,3 22,3
1966 | 23,7 25,4 23,7 19,7 18,5 26,1 22,9 28,0 18,3 22,2
1967 | 23,9 23,1 23,8 19,7 19,2 26,2 22,9 25,1 18,8 21,8
1958-67| 20,7 24,8 21,8 17,5 21,2 24,6 20,6 26,4 17,2 21,4
1968 | 23,0 22,5 23,3 20,8 20,2 26,8 21,5 23,0 19,0 21,7
1969 | 24,4 23,4 23,4 23,2 20,9 24,5 21,3 23,1 18,7 | 22,0
1970 | 24,7 25,6 23,4 22,6 21,3 25,7 22,7 23,7 18,7 | 22,8
1971 | 24,4 26,4 23,6 23,8 20,3 25,8 22,7 28,9 18,6 | 23,0
1972 | 24,9 25,9 23,7 23,4 19,7 23,7 21,4 27,6 18,6 | 22,8
1973 | 25,4 24,5 23,8 25,3 20,8 23,0 21,5 25,2 19,7 | 22,8
1974 | 24,7 21,9 24,3 26,1 22,4 21,8 22,7 24,4 20,7 | 22,4
1975 | 22,1 20,8 23,2 23,4 20,6 21,0 22,6 27,8 20,0 | 21,4
1976 | 24,2 20,7 23,3 24,5 20,0 19,7 22,0 26,9 19,2 | 21,1
1977 | 23,3 20,8 22,6 25,9 19,8 20,8 21,6 28,0 18,2.| 20,9
1968-77| 24,1 23,2 23,5 23,9 20,6 23,2 21,9 26,2 19,1 22,1
(1978) | 21,9 21,4 22,1 27,2 18,9 21,0 21,4 27,6 17,8 | 20,7
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TABLE 11

Net stockbuilding in gross domestic product 1958-1978, percentage shares

(current prices)

DK ) F IRL 1 NL B L UK EC
1958 | -0,5 1,5 3,2 -1,4 0,8 0,3 0,8 1,8 0,5 1,6
1959 | 2,3 1,5 2,2 4,0 1,0 0,7 0,2 2,0 0,7 1,4
1960 | 3,6 2,9 3,0 2,0 1,6 3,3 -0,1 -0,3 2,2 2,5
1961 1,4 1,9 1,7 1,4 2,0 2,7 0,5 1,5 1,0 1,6
1962 | 2,5 1,5 2,3 1,6 1,7 1,5 0 1,4 0 1,3
1963 | 0,2 0,6 1,5 0,9 1,3 1,1 0,4 0,7 0,5 0,9
1964 | 1,5 1,6 2,4 1,2 0,5 3,0 1,5 -0,3 2,2 1,8
1965 | 2,1 2,2 1,6 2,3 0,7 1,9 0,8 0,9 1,4 1,6
1966 | 0,6 1,0 2,0 0,8 0,9 1,3 1,0 0,6 0,9 1,2
1967 | =0,1 -0,2 1,8 -0,4 1,5 0,9 0,4 0,3 0,8 0,8

1958-671 1,3 1,4 2,2 1,2 1,3 1,7 0,6 0,9 1,0 1,5
1968 | 0,5 2,0 1,8 1,1 0o 0,6 0,9 0,6 1,1 1,3
1969 | 1,2 2,6 2,6 2,4 0,9 2,4 1,9 0,4 0,9 1,9
1970 | 1,0 2,3 2,7 1,7 1,8 2,5 1,6 2,1 0,8 2,0
1971 0,6 0,5 1,5 0,4 0,7 1,4 1,5 2,2 0,1 0,8
1972 | 0,2 0,3 1,9 1,1 0,6 0,7 0,5 2,2 0 0,7
1973 | 1,4 0,8 2,4 1,8 3,6 1,8 1,2 5,4 1,9 1,8
1974 | 1,0 0,6 2,4 3,7 4,5 2,9 2,2 3,0 1,4 1,9
1975 | ~-1,5 -0,3  -0,4 -1,2 -0,4 =0,7 -0,7 1,0 -1,3 | -0,6
1976 | 0,6 1,2 1,1 0,7 3,9 1,4 0,4 -0,2 0,3 1,3
1977 | 0,2 1,9 0,9 0,8 1,4 1,5 0,3 0 0,9.} 1,0

1968-77 | 0,4 1,1 1,7 1,2 1,7 1,4 1,0 1,8 0,6 1,2

(1978) | -0,2 0,7 0,7 A 1,6 1,2 0,2 -0,2 1,1 0,8
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TABLE 12

Total exports in gross domestic product 1958-1978, percentage shares

(current prices)

0K D F IRL I NL B L UK EC
1958 | 33,8 18,5 12,3 30,4 12,5 48,3 31,9 77,3 21,5 | 18,9
1959 | 33,0 19,6 13,8 29,7 12,9 49,6 30,8 79,0 21,0 | 20,0
1960 | 32,8 19,0 15,0 31,4 14,7 50,2 32,9 88,9 21,3 | 20,5
1961 | 30,4 18,1 14,5 34,1 15,0 47,8 33,7 87,2 20,7 | 19.9
1962 | 29,1 17,4 13,3 31,7 14,9 47,2 34,0 82, 6 20,3 | 19,2
1963 | 30,9 17,9 13,2 33,0 14,3 47,1 34,6 78,5 20,1 | 19,2
1964 | 30,4 18,1 13,1 32,9 151 45,8 35,9 78,9 19,4 | 19,2
1965 | 30,8 181 13,8 34,7 17,2 45,0 36,3 76,5 19,5 | 18,6
19¢6 | 30,0 17,1 13,8 37,0 17,7 45,4 36,2 74,1 19,6 | 19,6
1967 | 28,8 20,5 13,7 37,7 17,3 42,9 36,3 72,3 19,3 | 20,2
1958-671 31,0 18,4 13,6 33,2 15,1 46,9 34,2 79,4 20,3 | 19,5
1968 | 29,4 21,3 13,7 38,7 18,5 43,4 38,7 75,1 21,6 | 21,3
1969 | 29,1 21,7 14,6 37,1 19,3 45,1 41,9 79,9 22,6 | 22,2
1970 | 29,6 21,17 16,3 36,8 19,3 47,2 43,9 87,4 23,4 | 22,9
1971 | 30,5 20,8 17,1 36,0 19,8 47,7 43,4 85,0 23,5 | 23,1
1972 | 30,3 20,7 17,2 34,8 20,5 47,3 43,6 80,1 22,2 | 22,8
1973 | 32,1 21,9 18,2 38,2 20,4 49,6 47,6 86,4 24,5 | 24,4
1974 | 35,0 26,3 21,6 43,6 24,5 56,5 53,4 97,3 28,6 | 28,9
1975 | 34,2 24,8 19,8 45,0 25,0 51,9 46,2 86,0 26,5 | 26,9
1976 | 33,4 26,0 20,3 48,8 26,7 54,3 48,2 85,4 29,1 28,7
1977 | 33,5 25,9 20,0 51,6 26,1 50,1 47,1 80,8 31,1 -} 28,5
1968-77 | 31,6 22,9 17,7 40,7 21,8 49,2 45,2 84,2 25,1 24,8
(1978) ) 28,8 25,3 19,6 53,6 25,4 47,2 45,9 80,5 30,5 | 27,6
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TABLE 13

Intra-Community exports in gross domestic

percentage shares
(current prices)

product 1958-1978

DK D F IRL 1 NL B L UK EC
\_V-l
1958 | 14,4 5,4 2.4 18,8 2,7 19,1 14,9 2,8 4,9
1959 | 14,3 5,8 3,3 17,2 3,2 20,7 16,1 2,9 5,5
1960 | 14,0 6,0 4,1 19,1 4,0 21,9 19,0 3,0 6,0
1961 [ 12,4 6,1 TANA 21,6 4,3 21,6 19,4 3,3 6,2
1962 | 11,8 6,1 4,3 18,5 4,5 22,0 21,0 3,6 6,3
1963 112,4 6,8 bpt 20,1 4,3 22,7 23,3 3,8 6,7
1964 | 12,0 6,8 4,5 20,8 4,9 23,2 24 4 3,8 6,9
1965 { 11,3 6,7 4,8 19,0 5,7 22,8 25,2 3,6 7,1
1966 | 11,5 7,2 4,9 19,7 5,9 21,8 25,4 3,6 7,2
1967 9,7 7,7 4,7 21,7 5,6 21,3 24,5 3,5 7,2
1958-67| 12,4 6,5 4,2 19,7 45 21,7 21,3 3 A 6,4
1968 9,6 8,3 5,0 21,4 6,2 22,8 26,9 4,0 7,9
1969 | 9.2 8,9 5,8 20,1 6,7 24,7 31,1 4,5 8,8
1970 9,0 8,5 6,8 21,2 6,8 26,3 32,4 4,6 9,1
1971 8,8 8,8 7,1 21,6 7,3 27,7 31,6 4,7 9,4
1972 8,9 8,5 7,5 22,6 7,9 27,3 32,9 4,7 9,6
1973 | 10,4 9,1 8,0 24,4 7,9 28,9 35,0 5,6 10,5
1974 11,0 10,5 9,2 25,8 8,9 33,1 36,2 6,7 12,1
1975 | 11,1 9,4 7,6 31,4 9,0 30,4 32,0 6,2 10,9
1976 110,38 10, & 8,1 31,9 10,3 32,6 35,2 7,5 12,2
1977 | 10,4 10, 3 8 4 36,5 10,7 29,2 32,7 8 6 12,2
1968~77| 9,9 9,3 7.4 25,7 82 8,3 32,6 5,2 10,3
(1978) 110,2 10,0 8,6 37,3 10,5 27,1 31,7 8,6 12,0
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TABLE 14

Extra=~Community exports in gross domestic product 1958-1978

percentage shares
(current prices)

oK D F IRL I NL B L UK EC
. N———~—— "

1958 10,5 10,3 6,2 4r3 5,8 14,7 13,3 11,5 9,4
1959 10,7 10,4 6,8 A 5,8 15,0 13,6 11,3 9,6
1960 |10,9 9,9 7,3 4,6 6,6 14,7 13,6 1,4 9,6
1961 |10,5 9,3 6,6 5,1 6,6 14,0 12,6 10,8 9,1
1962 {10,4 8,6 5,7 4,7 6,2 13,0 11,8 10,2 8,1
1963 [11,2 8,5 5,5 5,0 5,9 12,0 10,8 10,2 8,1
1964 (11,1 8,6 5,4 4,1 6,0 11,3 10,8 10,0 8,1
1965 11,2 8,9 5,5 3,7 6,6 1,4 11,7 10,2 8,3
1966 11,1 9,3 5,3 4,8 6,8 11,3 1,5 10,2 8,4
1967 (10,9 9,9 5,2 7,1 6,9 1,2 13,2 9,6 8,4
1958-67110,9 9,4 6,0 4,8 6,3 12,9 12,3 10,5 8,7
1968 [11, 4 10,3 , 7,6 7,4 10,9 11,6 10,8 8,8

1969 (11,8 10,2 , 7,7 7,5 10,8 11,5 11,4 8,9
1970 12,1 9,9 5,8 7,6 7,4 10,9 11,8 11,2 9,0
1971 11,8 10,1 , 7,1 7,5 10,4 11,5 11,5 9,1
1972 (11,8 2,6 5,8 6-4 7+8 9,6 1,7 10-8 8,8
1973 (12,4 10,3 6,2 7,7 7,8 10,9 12,9 11,7 9,4
1974 14,5 12 9 8,1 9,0 10,7 13,6 15,6 13,4 11,8
1975 13,5 121 7,9 8,1 11,0 12,4 13,4 13,0 11,2
1976 {12, 8 12,4 7,9 10,2 11,3 11,7 12,6 13,6 1,3
1977 [13 1 12,6 8,3 11,2 12,3 12,3 13,2 15,0 11,9
1968-77 | 12,5 11,0 6,6 8,3 9,1 1,4 12,6 12,2 10,0

(1978 [11,3 12,3 7,7 11,00 11,8 11,1 12,8 14,6 11,4
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TABLE 15

Total imports in gross domestic product 1958-1978, percentage shares

(current prices)

DK D F IRL I NL B L UK £C

1958 |31,1 15,0 12,8 36,2 12,0 45,3 30,1 74,1 21,1 18,2
1959 32,6 16,1 12,3 36,2 11,8 46,3 31,8 75,1 21,3 18,7
1960 |33,8 16,5 13,2 36,6 14,9 48,1 33,9 76,0 22,6 19,8
1961 |31,8 15,8 13,0 39,1 15,0 47,5 34,8 80,2 21,0 19,1
1962 132,0 16,1 12,6 38,3 15,5 46,6 34,3 81,5 20,4 19,7
1963 | 30,3 16,3 12,8 40,1 16,9 47,7 35,8 83,3 20,4 19,2
1964 {32,2 16,5 - 13,3 40,4 15,0 47,8 36,6 85,1 21,0 18,9
1965 | 32,1 17,8 12,9 43,7 14,4 45,6 36,2 78,3 20,1 19,3
1966 |31,3 17,5 13,6 42,9 15,5 46,1 37,2 75,7 19,6 19,5
1967 130,6 16,8 13,4 40,7 16,1 43,9 36,2 71,7 20,2 19,3
1958-671{ 31,8 16,4 13,0 39,3 14,6 46,5 34,6 78,0 20,8 19,2
1968 | 30,6 17,7 13,8 45,0 15,9 43,5 38,6 71,2 22,4 20,2
1969 31,2 18,8 15,2 46,1 17,4 45,3 41,1 70,0 22,1 21,2
1970 132,3 19,0 15,8 44,8 18,7 49,0 41,6 75,1 22,5 22,0
1971 32,0 18,8 16,1 43,2 18,6 48,0 41,4 82,7 21,9 21,8
1972 |29,4 18,6 15,9 40,2 19,5 IV 40,4 75,9 22,3 21,6
1973 |33,9 18,9 17,6 45,0 22,7 46,3 45,6 74,3 23,6 23,2
1974 37,6 21,9 23,1 58,8 29,4 53,6 53,0 80,7 33,9 29,2
1975 | 34,9 22,1 19,0 50,7 25,0 48,9 46,0 87,4 28,4 26,1
1976 |38,0 23,7 21,5 56,4 28,1 51,0 49,3 86,4 30,3 28,3
1977 36,8 23,5 20,5 60,4 26,8 49,4 47,9 84,7 30,2 -} 27,9
1968-77 | 33,5 20,2 17,6 48,6 21,7 47,8 44,3 78,6 25,4 23,9
(1978 130,2 22,8 19,2 63,4 25,1 46,9 46,8 82,5 29,9 26,7
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TABLE 16

Intra-Community imports in gross domestic product 1958-78

percentage shares
(current prices)

DK D F IRL I NL B L UK EC
\N—

1958 |1s,8 A 2,5 = 23,7 3,1 19,1 15,9 3,3 5,0
1959 17,2 5,2 2,9 22,7 3,5 20,6 17,4 33 5,5
1960 [16,3 5,2 3,5 22,2 4,7 22,0 19,9 3,6 6,0
1961 [15,2 5,1 3,7 25,0 4,8 24,1 20,1 3,6 6,7
1962 [14,8 5,4 4,0 24,2 5,4 23,8 20,5 3,5 6,3
1963 {13,6 5,5 4,5 26,3 6,2 24,9 22,0 3,6 6,7
1964 14,3 5,8 4,8 26,3 5,3 25,2 22,9 4,0 6,9
1965 13,6 6,8 4,7 25,8 4,7 24,3 23,1 3,8 71
1966 (13,0 6,6 5,2 24,7 5,2 24,0 24,8 4,0 7,3
1967 |12,2 6,4 5,3 23,9 5,6 22,7 23,0 4,3 7,2
1958-67 | 14,6 5,6 4,1 26,5 4,9 23,1 20,9 3.7 6,4
1968 [12,2 7.1 5,9 27,4 5.7 23,1 24,8 4,8 7,9
1969 12,8 8,1 7,1 28,2 6.6 24,7 27,6 4,7 8,9
1970 (13,3 8,0 7,3 28,8 T4 26,4 28,2 4,8 9,2
1971 111,9 8,8 7,4 26,9 7 4 25,2 30,5 5,1 9,5
1972 11,1 8,4 7,7 26,2 8.0 23,6 30,4 5,6 9,6
1973 13,0 8,2 8,2 30,1 9,6 24,6 33,2 7,2 10,5
1974 |14,9 8,7 9,5 34,1 11,2 26,9 36,1 8,5 1,9
1975 13,4 8,9 7,9 32,3 9,4 24,2 32,5 7,6 10,8
1976 |15,1 9,5 9,1 36,8 8,5 24,7 35,0 8 2 11,6
1977 14,8 9,7 9,1 42,6 10,4 23,7 33,3 10,0 | 12,2
1968-77 {13,3 8,5 7,9 31,3 8,4 24,7 31,2 6,7 10,2
(1978 [13,0 9,5 8,3 45,8 10,1 23,1 32,2 10,4 12,0




TABLE 17

Extra-Community imports in gross domestic product 1958-1978

percentage shares
(current prices)

DK D F IRL 1 NL B L UK EC
N

1958 | 11,0 8,8 7,0 11,1 7,5 19,1 13,2 12,9 10,0
1959 | 11,8 8,8 6,3 11,6 6,8 18,4 13,6 13,1 9,9
1960 | 14,2 8,8 6,9 12,9 9,0 19,2 15,1 14,2 10,7
1961 | 13 1 8,2 6,5 13,5 8,7 18,1 14,2 12,6 9,8
1962 [ 13,9 8,3 6,2 12,2 7,5 17,1 14,0 12,2 9,6
1963 | 13,3 8,2 6,1 12,8 9,1 16,8 14,0 12,3 9,5
1964 | 14,7 8,1 6,2 12,8 8,1 16,8 14,3 13,3 9,7
1965 | 14,2 8,4 5,8 12,8 7,9 15,6 13,7 12,4 9,4
1966 | 14,0 8,2 6,0 12,6 8,6 15,3 14,0 11,8 9,3
1967 | 13,9 7,7 5,5 14,0 8,5 14,6 13,2 11,8 9,0
1958-67( 12,4 8,4 6,3 12,6 8,2 17,1 13,9 12,7 9,7
1968 | 14,0 7,9 5,3 13,9 8,0 14,4 14,5 13,5 9,2
1969 | 14,2 8,3 5,7 13,9 8,5 14,4 14,8 13,4 9,5
1970 { 14,9 8,1 6,2 12,8 8,8 16,0 15,0 13,0 9,6
1971 | 14,3 8,0 6,0 13,4 8,3 16,1 13,2 12,1 9,2
1972 | 13,1 7,2 6,0 11,6 8,3 14,3 12,3 12,1 8,8
1973 | 15,4 7,5 6,5 11,9 10,1 15,7 13,8 14,8 9,8
1974 117,9 9,5 10,5 17,6 15,2 20,0 18,5 19,8 13,5
1975 15,8 9,0 8,3 14,4 12,5 18,4 15,9 15,7 11,5
1976 {17,0 10,3 9,3 16,2 16,7 200 16 47 1773 131
1977 (16,3 10,0 9 4 15,9 13,8 19,6 16,0 16,0 | 12,4
1968-77 [ 15,3 8,6 7,3 14,2 1,0 16,9 15,1 14,8 10,7
(1978 13,2 9,4 9,0 14,9 13,0 17,3 15,5 16,6 11,9
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TABLE 18

Balance of payments

Current balance in gross domestic product, 1958-1977, percentage shares

oK D F IRL 1 NL BLEU UK EC

1958 | 2,9 2,5 -0,4 _ -1,6 2,0 4,5 3,9 1,7 1,7
1959 | 0,4 1,6 1,5 -6,4 2,5 4,8 0,7 0,7 1,5
1960 | -1,1 1,6 1,4 -0,6 0,9 3,2 1,0 -1,1 0,7
1961 | -1,8 0,9 1,8 -0,7 1,3 1,5 0,4 0 0,9
1962 | -3,5 -0,5 1,3 -3,6 0,6 0,6 0,6 0,5 0,3
1963 | 0,3 0,2 0,5 -4,b =1,4  =1,4 -0,7 0,4 0,1
1964 | =2,2 0,1  =0,1 -4, 4 1,3 1,3 0 -1,1 | -0,2
1965 | =1,7  -1,4 0,8 -4,6 3,8 3,8 0,9 -0,1 0,3
1966 | -1,9 0,1 0,2 -2,5 3,4 3,4 -0,5 0,3 0,5
1967 | -2,4 2,0 0,2 1,1 2,3 2,3 1,0 -0,8 0,7
1958-67 | -1,1 0,7 0,7 -2,8 1,7 2,4 0,7 2,1 0,7
1968 | -1,8 2,2  -0,9 -2,0 3,5 3,5 0,1 -0,7 0,7
1969 | -2,9 1,3 -1,5 -5,6 2,8 2,8 0,3 1,0 0,5
1970 | -3,5 0,5 -0,1 -4,8 0,8 0,8 2,7 1,4 0,4
1971 | -2,5 0,4 0,3 -4,2 1,6 1,6 2,9 1,9 0,8
1972 | -0,3 0,3 0,2 -2,4 1,7 1,7 3,2 0,2 0,7
1973 | -1,7 1,3 -0,3 -3,6 -1,8 -1,8 2,5 -1,4 0,1
1976 | -3,0 2,6 -2,3 -9,8  =5,1 2,9 1,7 -4,4 | =1,0
1975 | -1,5 1,0 0 -0,3 -0,3 1,9 1,1 -1,6 0,1
976 | -5,0 0,9 -1,8 -3,3  -1,6 2,7 -0,5 -0,7 | -0,5
1977 | -3,8 0,7 -0,9 -2,3 1,2 0,2 -0,4 0,1 0,1
1968-77|-2,6 1,1  -0,7 -3,8 0,3 1,6 1,4 -0,4 0,2




TABLE 19

Structure of EC exports by country and region

Vb

1958 and 1976, percentages of total

1

“EXPORTS OF oK 1RL 1 NL 8L UK EC

T0 1958 | 1976 11958 |1976 | 1958 | 1976 {1958 | 1976 | 1958 | 1976 | 1958 | 1976 l1958 | 1976 | 1958 | 1976 | 1958 [197¢6

X 2,9 | 2,59 o,75| 0,79 0,05 | o,63] 0,77{ o,85| 2,63} 1,72 1,64 | 1,44| 2,37} 2,55 2,00 1,77

') 20,05 | 14,60 10,66 | 17,28 2,22 | 8,78] 14,29] 19,19 18,98 31,46 | 17,57 | 23,42| &,20| 7,15 6,71}12,82

f 2,971 4,17 7,58 13,15 0,79 | s,18] 5,31 15,24 4,87 10,82 [10,60 | 21,17] 2,42| 6,67} 4,59{10,38

IRL 0,30 o,42{ 0,251 0,27| 0,16 0,32 0,131 o,24{ 0,45; 0,38] 3,50 0,27] 3,50f 4,86] 1,16[ 0,94
5,31} 4,50 5,02 | 7,42} 3,37 | 10,89 0,43 | 2,34 2,76 s,251 2,27 | «,77] 2,11 3,22] 3,08 5,92

NL 2,19| 3,19) 8,10 9,71 2,03| 5,10 0,51 | 5,98 2,05{ 4,14 20,70 | 17,07| 3,14 5,85} S,41] 7,07

B/L 1,240 1,68 5,69 | 7,92 6,34 | 10,16 0,80 | 4,55\ 2,27 3,91]14,97} 15,58 1,93] 5,46] 4,89 7,43

UK 25,91 17,01 3,95 | 7,76| 4,89 | ¢,03|78,76 | 49,42| 6,831 .4,86|11,90| 8,45} 5,71 6,07 5,72 5,69

zg;atniﬁlﬂ‘ 57,92| 45,70 | 34,49 | 45,85 | 27,98 | 50,61(83,54 | 76,92 31,64| 48,47 | 56,53| 73,69 | 52,81 | 74,25} 19,64 35,78 34,28/52,08

TRADE

OTHER

EUROPEAN 17,58| 29,53 | 25,17 {19,82| 11,14 | 12,23 1,87 | 4,45| 18,69] 13,68 [ 13,19] 9,15 [ 11,07 | 18,02] 10,31} 15,64 15,4614,88

0ECD- :

COUNTRIES

USA 9,34| 5,83] 7,31 | 5,63 5,93 4,52 5,85 | 7,01} 9,71] 6,55| 5,641 2,89 9,42 | 3,57 8,83 9,60 7,79 5,59

CANADA 0,68 0,781 1,39 | 0,78| o,83| o,78 0,67 | 1,13] 1,19] 0,9 | 0,79| 0,37 1,13 | 0,36] 5,77} 2,45 2,34 0,59

aapaN 0,20 1,41] 0,951 1,09] 0,321 0,75 0,05 | 1,28] o,32] 0,87} 0,41| 0,48 0,60 | 1,40| 0,61| 1,40} 0,59} 0,93

AUSTRALIA 0,26] o,42) 1,02] 0,69] 0,46 | 0,27 0,08 | 0,97| 0,79} o,70| 0,68 0,41 0,55 | o0,29] 7,11| 2,68] 2,50{ 0,82

DEVELOPING

COUNTRIES 9,65| 12,50 | 22,30 {17,85 | 48,38 | 24,17 1,57 | 7,29] 27,86 21,86 | 18,14} 10,58 | 18,80 | 9,86] 33,81 25,97} 28,49]18,61

of which :

oPEC . 6,19 . 8,10 . 9,11 . 3,68 . |11,63] . 4,3 | . a,02 . | 1118 . | 8,09

QTHER ’

DEVELOP ING . 8,311 . 9,751 . 15,06 . 3,81 . {10,23] . 6,22} . s,86] . | 14,8 . l10,52

COUNTRIES

CENTRALLY J

PLANNED 3,80| 3,56 s.00| 6,90 3, 31 574 0,21 | o,64] 4,691 5,9 1,98 2,151 3,75 2,64} 3,09 3,00 3,75 4,88

ECONOMIES

REST-WORLD -

AND 0,61 0,69 2,62| 1,39| 1,27] 0,91 6,19 | 0,31 4,99 o0,95| 2,68{ 0,28} 1,90| 0,47} 10,87} 3,48 4,79 1,26

UNSPECIFIED : .

:g:tﬁ cecy |42-08] 54,30 | 65,51 | 54,15] 72,02 49,34 16,46 | 23,08] 68,36] 51,53 43,47| 26,31 | 47,19| 25,75] 80,36] 64,22} 65,72 47,92

WORLD 100 | 100 | 100 | 100 | 100 100 100 100 | 100 { 100 | 100 | 100 | 100 100 | too| 100} 100] 100

{INCL. EEC)

Source : EUROSTAT
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Taste 20
Structure of EC imports by country and region 1958 and 1976, percentages of total
Mp

NEPORTS 0F oK 1 F IRL 1 NL 8/L UK £C
FROM 1958 | 1976 1958 | 1976 [ 1958 | 1976 | 1958 1976 [1958 1976 | 1958 | 1976 | 1958 | 1976 | 1958 |[197¢ | 1958 1976
K 3,35} 1,50} 0,63 0,61 0,70 | 0,87 | 2,19 | 0,89 0,67 0,74 0,531 0,45| 3,07 | 2,20 2,04 | 1,11
b 19,841 20,85 11,64 119,21 | 4,00 | 6,88 112,13 116,97 | 19,48(23,78 | 17,16 22,39 3,60 | 8,60 8,33 [13,05
F 3,43 3,80 | 7,59 111,63 1,60 | 4,70 | 4,86 |13,55 2,791°6,93 | 11,60 16,26 2,67 6,63 4,29 | 8,46
IRL 0,01 0,17 0,10 0,36 | 0,05 0,28 0,05 | 0,21 0,05 0,40 0,10| 0,40{ 2,90] 2,76 ] 0,91 | 0,71
1 1,70 2,84 5,46 | 8,51 2,35| 8,92 0,85 | 2,55 1,771 3,33 2,15| 3,82 2,04] 3,59 | 2,57 | S,34
NL 7,341 5,48} 8,03|13,77 | 2,53| 6,08 2,86 | 3,18 | 2,58 | 4,70 15,72 17,59 4,22 | 5,45 5,29 | 8,19
B/L 3,81 3,84 4,53( 8,60} 5,37! 9,59 | 1,83 | 1,94 | 2,02.).3,68 | 17,85[13,98 1,61 ] 2,99 | 4,46 | 6,73
UK 22,82 (10,22 | 4,38 | 3,851 3,59 4,90 156,41 149,27 | 5,50 | 3,50 7,39 6,12 7,40] 6,73 5,14 | 4,72
TOTAL INTRA
COMMUNITY 58,92 | 47,18 | 33,41 [ 48,20 [ 26,13 | 49,55 168,21 |69,38 [29,30 43,47 | 49,97 55,25 | 54,63167,63 | 20,09 }32,20 {35,00 [48,16
TRADE
OTHER
.EUROPEAN
QECD~- 19,51 26,70 [ 17,55 (12,16 | 8,55 | 8,82 | 4,43 | 5,40 |12,50 | 8,04 7,84 6,43 8,195,646 |14,11 12,04 12,69 | 9,97
‘COUNTRIES
USA 9,10 5,15 {13,572 | 7,91 10,04 7,35 6,98 | 8,55 |16,23 | 7,88 | 11,31] 9,06 9,921 6,12 9,34 (11,37 |11,16 | 8,22
CANADA 0,25} 0,38 3,101 1,05 | 1,02 0,95 | 2,97 | 1,29 | 1,44 | 1,30 1,643 0,69 1,62 1,04 8,17 | 3,63 1 3,71 | 1,42
"JAPAN 1,481 2,881 0,611 2,45 | 0,18 | 1,91 | 1,07 | 2,22 | 0,41 { 1,35 0,8211,58 |.0,63]1,58 [ 0,9 | 2,74 | 0,69 | 2,08
AUSTRALIA 0,03| 0,09¢ 1,29 0,70 | 2,421 0,72 | 1,21 | 0,15 | 3,01 | 0,%0 0,20 0,31 1,7310,59 5,40 ¢ 1,25 | 2,71 | 0,73
DEVELOPING -
COUNTRIES 6,06 12,14 | 24,43 120,44 | 46,71 | 26,26 | 9,67 | 8,58 31,18 28,19 | 25,02 [23,54 | 19,56 14,51 | 34,98 [25,80 | 30,41 [22,70
of which : -
OPEC . 5,40 . 10,23 . 17,71 . 4,10 . 18,42 . 5,76 . 7,44 . 13,84 . 13,56
OTHER
DEVELOP ING . 6,74 . 10,21 . . 8,5 . 4,48 . 9,77 . 7,78 . 7,07 . 11,96 . 9,14
COUNTRIES H
CENTRALLY
PLANNED 4,59 4,85 | 5,311 4,97 | 3, 3,48 1 1,24 § 2,37 | 3,60 | 6,090 2,61 2,61 2,0111,85 3,19 3,78 | 3,55 | 4,01
ECONOMIES
REST - WORLD
AND 2,171 0,631 0,8 | 2,12 | 1,68 | 0,98 | 4,26 | 2,06 | 2,36 | 2,78 1,83¢0,50 1,73 1,04 3,82 ( 7,20 2,28 | 2,7
UNSPECIFIED i - .
:g:tt €ecy 41,08 152,82 166,59 51,80 |73,87 |50,45 31,79 30,62 70,70 |56,53 | 50,03 w475 | 45,37 32,37 | 79,91 | 67,80 |67,00 151,73
WORLD 100 100 100 100 100" |100 100 100 100 100 100 100 106 1100 100 100 100 100
(INCL. EEC)

Source : EUROSTAT
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Emp loyment 1958-1978, percentage changes

\i

TABLE 22

on preceding year

DK D F IRL I NL B L UK EC
1958 | 0,7 o4 -0,3 -1,5 0,0 -0,9 ~1,1 0,0 -1,1 | -0,3
1959 | 3,1 0,9 -0,9 -0,7 0,0 1,0 -0,6 0,0 a,3 0,2
1960 | 2,8 1,4 0,1 -0,5 -0,2 1,9 0,3 -1,5 -0,1 0,5
1961 | 1,5 1,4 0,1 -0,2 0,2 1,5 0,8 0,2 1,2 0,8
1962 | 1,5 0,4 0,2 o,7 -1,0 2,0 1,6 0,3 q,7 0,3
1963 | 1,2 0,2 1,0 0,6 =1,5 1,4 0,7 -0,6 g, 0,1
1964 | 2,1 0,1 1,1 6,5 -0,4 1,8 1,3 0,8 1,1 0,6
1965 | 1,8 0,6 0,4 -0,2  -1,9 0,9 g,2 0,3 0,9 0,2
1966 | 1,7 -0,3 0,8 -0,3 -1,5 0,8 0,5 0,3 0,6 0,0
1967 | 2,1 -3,3 0,3 -0,6 1,1 -0,3 -0,3 -1,8 -1,5 | -0,9
1958-67 | 1,9 0,2 0,3 -0,2  -0,5 1,0 0,3 -0,2 0,2 0,2
1968 | 0,3 0,1 -0, 6,3 -0,1 0,9 -0,1 -0,2 -0,7 | -0,1
1969 | 0,9 1,6 1,7 Q3 0,5 1,7 1,7 0,7 0,2 1,0
1970 | 1,4 1,3 1,3 -1,2 0,4 1,2 -0,5 2,6 -0,5 a,6
1971 10,3 0,3 0,4 0,2 -0,2 0,6 1,0 2,7 -1,4 | -0,1
1972 | 0,3 -0,2 0,6 -0,5 -1,3 -0,9 -0,1 2,7 -0,1 | -0,2
1973 10,7 0,3 1,3 0,7 0,7 0,0 1,3 2,1 2,4 1,1
1974 0,5 -1,9 0,6 0,9 1,4 0,0 1,4 2,6 0,4 0,1
1975 2,1 -3,4  -1,3 -1,5 0,5 -0,7 =1,4 0,2 -0,5 | -1,3
1976 | 1,2 -0,9 0,2 -1,4 0,8 -0,3 -0,6 -1,5 -0,9 | -0,3
1977 10,3 -0,3 0,1 0,2 04 0,3 -0,5 -0,8 0,2 0,1
1968-77 {0,3 -0,3 0,5 -0,2 0,3 0,3 0,2 1,1 -0,1 0,1
(1978) |-0,1 -0,2  -0,1 1,1 0,2 0,1 -0,7 1,0 0,5 0
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TABLE 23

Unemp Loyed population 1958-1978 as a percentage of civil active population

DK 0 F IRL 1 NL B L UK EC
1958 | 3,0 2,9 0,5 5,5 , 2,0 2,9 0,1 1, 3,7
1959 | 0,0 2,1 0,7 5,2 , 1,5 3,8 0,1 1,9 3,2
1960 { 1,5 1,0 0,7 4,7 7,6 0,7 3,1 0,1 1,6 2,5
1961 | 1,2 0,7 0,6 4,2 6,8 0,5 2,5 0,1 1, 2,2
1962 | 1,1 0,6 0,7 4,2 5,7 0,5 2,0 0,1 1, 2,0
1963 | 1,5 0,7 0,7 4,5 5,3 0,6 1,5 0,2 2,3 1
1964 | 0,9 0,6 0,6 4,3 5,6 0,5 1,5 0 1,6 1,9
1965 | 0,7 0,6 0,7 4,5 6,0 0,6 1,8 0 1,4 1,
1966 | 0,8 0,6 0,7 4,3 5,8 0,8 2,0 0 1, 1,
1967 | 1,0 1,8 1,0 5,0 5,3 1,7 2,6 0,1 2,2 2,4
1958-1967| 1,2 1,2 0,7 4,6 6,6 0,9 2,4 0,1 1,8 2,4
1968 | 1, 1,3 1,3 5,2 5,0 1,5 1 0,1 2,3 R
1969 | 1, 0,7 1,1 5,1 4,7 1,1 2,3 0 2,3 ,0
1970 | 1,0 0,6 1,3 5,8 4,6 1,0 2,2 0 2,5 2,1
1971 | 1, 0,7 1,6 5,6 5,0 1, ; 0 3,2 2,5
1972 | 1,2 0,9 1,8 6,5 5,1 2,3 2,8 0 3,5 2,7
1973 | 0,7 1,0 1,8 6,0 4,9 2,3 2,9 0 2,5 2,5
1974 | 2,0 2,2 2,3 6,3 4,8 2,9 3,2 0 2,6 1 2,9
1975 | 4,6 4,2 3,9 8,8 5,2 4,1 5,3 0,2 3,8
1976 | 4,7 4,1 4,3 9,8 5,5  h4,4 6,8 0,3 5,3 5,0
1977 | 5,8 4,0 4,9 9,7 6,6 4,3 7,8 0,6 5,6 5,3
. 1968-77| 2,4 2,0 2,4 6,9 5,1 2,5 3,9 0,1 3,4 ) 3,2
4
1978y | 7,2 3,9 5,5 8,9 7,2 4,2 8,2 1,0 5,8 é' 5,8
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TABLE 24

Current receipts of general government (taxation, social security

contributions and other) in gross domestic product 1958-78

percentage shares

DK ) F IRL 1 NL B L UK EC

1958 | 27,7 35,9 34,9 26,5 28,3 33,0 25,7 33,5 32,7 33,0
1959 | 28,0 36,4 35,0 25,8 29,1 33,3 26,2 31,7 32,5 '33,2
1960 | 28,1 35,8 34,2 25,4 30,1 34,0 27,6 33,6 30,7 32,7
1961 | 27,4 36,7 35,3 26,3 29,5 35,0 28,6 35,0 32,5 33,9
1962 | 28,7 37,3 35,6 25,7 30,5 34,5 29,4 33,8 34,2 34,6
1963 | 29,4 37,2 36,5 26,7 31,1 35,7 29,5 34,4 32,8 34,4
1964 | 30,3 36,8 . 37,4 27,5 32,0 35,8 30,2 33,9 32,6 35,0
1965 | 31,7 36,0 37,8 28,6 31,9 37,4 30,9 34,9 34,4 35,2
1966 | 34,0 36,6 37,6 30,6 31,8 39,3 32,6 36,8 35,4 35,9
1967 | 34,6 37,2 37,7 31,3 33,1 40,7 33,4 37,2 37,2 36,7
1958-67 | 30,0 36,6 . . 36,2 27,4 30,7 35,9 29,4 34,5 33,5 34,5
1968 | 37,5 36,9 37,9 31,7 33,8 41,9 34,0 41,2 38,9 37,3
1969 | 37,7 38,7 38,8 32,3 33,2 42,7 34,5 40,4 41,0 38,7
1970 | 42,2 37,9 39,3 33,9 32,9 43,9 35,4 41,1 42,4 38,7
1971 | 45,4 38,9 38,7 35,1 34,6 46,1 36,0 44,8 40,5 39,1
1972 | 45,8 39,3 38,6 34,4 34,6 47,2 36,0 46,5 38,8 38,9
1973 | 45,4 41,8 38,6 36,0 33,6 48,9 36,9 46,5 38,4 39,7
1974 | 48,3 42,0 39,8 35,6 34,3 50,7 39,4 44,1 39,2 40,6
1975 | 45,1 41,5 41,5 34,2 34,7 51,9 42,8 51,3 40,5 41,2
1976 | 47,5 42,9 43,7 37,9 36,3 53,6 43,1 54,7 40,0 42,6
1977 | 45,2 44,0 43,2 38,2 37,7 53,9 43,6 55,8 40,1 - 43,1
1968~77 | 44,0 40,4 40,0 34,9 34,6 48,1 38,2 46,6 40,0 40,0
(1978) | 45,8 43,4 43,1 35,6 38,5 54,9 45,5 55,6 38,9 42,9
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TABLE 25
Public expenditure (of general government) ingross domestic product 1958-78

percentage shares

DK D F IRL 1 NL 8 L UK EC

1958 | 26,0 34,3 35,1 28,2 29,7 34,7 27,9 34,5 32,2 32,9
1959 | 25,2 34,3 33,3 27,4 30,6 32,8 29,6 35,2 32,4 32,5
1960 | 25,1 32,5 33,6 27,5 30,4 33,2 30,3 30,5 32,2 32,2
1961 | 27,3 33,6 34,8 29,3 29,7 35,0 29,8 30,3 33,8 33,2
1962 | 28,1 35,7 36,1 29,2 30,6 35,6 30,5 32,2 34,7 34,5
1963 | 28,6 36,1 36,9 30,1 31,4 37,6 31,5 32,8 35,1 35,1
1964 | 28,4 35,7 37,0 31,4 31,8 37,6 30,8 32,1 35,4 35,1
1965 | 29,9 36,4 37,5 32,7 35,0 38,7 32,3 33,5 36,5 36,2
1966 | 31,7 36,7 37,3 33,2 35,1 40,7 33,4 35,2 36,1 36,3
1967 | 34,3 38,5 37,9 34,4 34,8 42,5 34,5 38,1 38,7 37,7
1958-67 | 28,5 35,4 36,0 30,3 31,9 36,8 31,1 33,4 34,7 34,6
1968 | 36,3 37,7 38,8 34,8 36,3 43,5 36,3 43,7 39,9 38,4
1969 | 36,3 37,6 39,2 36,3 35,9 43,9 36,1 39,8 42,0 38,9
1970 | 40,0 37,4 38,3 38,1 35,4 45,5 36,5 38,0 39,8 38,2
1971 | 42,4 39,2 38,0 39,0 39,2 47 4 38,1 42,1 39,1 39,4
1972 42,0 39,4 38,0 38,8 41,2 47,8 39,2 44,0 40,9 40,1
1973 | 39,5 40,1 38,1 40,7 41,5 49,1 39,5 44,3 41,9 40,6
1974 42,8 43,3 39,2 44,7 39,7 50,6 41,3 39,6 43,7 42,3
1975 147,3 47,4 43,7 48,1 46,0 54,9 46,6 51,1 45,3 46,4
1976 |48,1 46,5 44,0 48,1 45,8 55,6 48,0 55,5 44,9 46,3
1977 l45,6 46,6 44,5 47,2 46,8 55,6 48,6 55,2 43,4 46,3
1968-77 | 42,0 41,5 40,2 41,6 40,8 49,4 41,0 45,3 42,1 41,7
(1978) 46,5 46,6 44,9 47,3 49,5 57,8 50,6 55,9 43,1 46,9
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TABLE 26

Net lending or net borrowing in gross domestic

product of general government

percentage shares

DK D F IRL 1 NL B L UK EC

1958 | 1,7 1,6 -0,2 -1,7 -1, -1,7 -2,2 -1,0 0,5 0,1
1959 | 2,8 2,1 1,7 -1,6 -1,5 0,5 -3,4 -3,5 0,1 0,7
1960 | 3,0 3,3 0,6 -2,1 -0,3 0,8 -2,7 3,1 -1,5 0,5
1961 | 0,1 3,1 0,5 -3,0 -0,2 - -1,2 4,7 -1,3 0,7
1962 | 0,6 1,6 -0,5 -3,5 -0,1  -1,1 -1,1 1,6 -0,5 0,1
1963 | 0,8 1,1 -0,4 -3,4 -0,3  -1,9 -2,0 1,6 -2,3 0,7
1964 | 1,9 1,1 0,4 -3,9 0,2 -1,8 -0,6 1,8 -2,8 0,1
1965 | 1,8 -0,4 0,3 -4 ,1 3,1 -1,3 -1,4 1,4 -2,1 1,0
1966 | 2,3 -0,1 0,3 -2,6 -3,3  =1,4 -0,8 1,6 -0,7 0,4
1967 0,3 -1,3 -0,2 -3,1 -1,7 -1,8 -1 ,1 -0,9 -1,5 1,0
1958-671 1,5 1,2 0,2 -2,9 -1,2  -0,9 -1,7 1,1 -1,2 0,1
1968 | 1,2 -0,8 -0,9 -3,1 -2,5 -1,6 -2,3 -2,5 -1,0 1,1
1969 | 1,4 1,1 -0,4 -4,0 2,7 -1,2 -1,6 0,6 -1,0 0,2
1970 | 2,2 0,5 1,0 -4,2 -2,5 -1,6 -1,1 3,1 2,6 0,5
1971 | 3,0 -0,3 0,7 -3,9 -4,6  -1,3 -2,1 2,7 1,4 0,3
1972 | 3,8 -0,1 0,6 -4, 4 -6,6 -0,6 -3,2 2,5 -2,1 1,2
1973 | 5-9 1,7 0,5 -4,7 -7,9 -0,2 -2,6 2,2 -3,5 0,9
1974 | 5,5 -1,3 0,6 -9,1 -5,4 0,1 -1,9 4,5 -3,5 1,7
1975 |-2,1 -5,9 -2,2 -13,9  -11,3  =3,0 -3,8 0,2 -4,8 5,2
1976 |-0,6 -3,6 -0,3 -10,2 -9,5 -2,0 -4,9 -0,8 -4,9 3,7
1977 |-0,4 -2,6 -1,3 -9,0 -9,1 -1,6 -5,1 0,6 -3,4 3,3
1968-771 2,0 -1,1 -0,2 - 6,7 -6,2 -1,3 -2,8 1,3 -2,1 1,7
(1978) |-0,5 -4,0 -1,4 -11,8 -1,0 -3,0 -5,1 -0,3 -4,2 4,0




Growth of money supply (M2) 1958-1978 (a), percentage changes

TABLE 27

\Diy

on preceding year

DK ) F IRL 1 NL UK EC
1958 6,5 3,8 13,9 6,7
1959 13,8 2,0 14,3 4,2 5,0
1960 10,9 16,2 5,5 13,3 4,5 4,0
1961 14,8 16,7 6,9 15,8 4,9 10,3
1962 10,4 18,7 7,1 16,7 6,6 7,3
1963 9,9 14,1 5,5 12,8 9,8 10,3
1964 9,4 9,8 10,1 8,7 10,4 7,6 5,8 8,3
1965 10,6 10,9 4,1 15,4 6,2 8,7 6,7 9,8
1956 | 13,0 8,3 10,6 17,9(b) 13,8 5,9 8,5 3,2 7,5
1967 | 9,9 12,0 13,1 11,8 13,4 10,9 7,6 9,3 11,5
1958-67 13,0 7,5 7,7 7,6
1968 |14,4 11,8 11,6 15,6 1,6 14,8 9,4 8,5 11,1
1969 110,46 9,4 6,1 10,8 1,4 10,2 9,6 2,1 7,5
1970 | 2,9 9,0 15,2 6,8(b) 13,6 11,0 9,3 9,5 11,1
1971 | 8,8 13,3 18,2  11,9(b) 17,0 9,0 13,5 13,3 14,5
1972 15,0 14,3 18,6 14,3 18,2 11,9 17,3 27,1 18,2
1973 12,7 9,0 15,0 25,7 23,0 21,9 14,6 27,2 16,5
1974 | 8,9 8,4 18,1 20,2 15,6 20,1 11,1 10,3 12,8
1975 |25,5 8,5 15,9 20,7 23,5 5,7 17,2 6,6 12,7
1976 |11,3 8,4 12,8 14,3 21,1 22,7 13,4 8,9 11,1
977 | 9,8 11,1 13,9 16,3 21,9 5,5 10,0 10,1 12,5
1968-77 12,0 10,3 14,5 15,7 17,7 11,2 12,5 12,4




=

TABLE 28

Short-term interest rates 1958-1978

percent ages

DK ) F IRL 1 NL 8 L UK EC
\-—’h/
1958 3,6 6,5 6,4 3,9 3,0 2,9
1959 3,2 4,1 5,8 3,6 1,9 1,9
1960 5,1 4,1 6,5 3,6 2,1 3,9 5,0 4,4
1961 3,6 3,6 6,6 3,6 1,1 4,6 5,2 3,9
1962 3,4 3,6 6,2 3,5 1,9 3,1 4,1 3,6
1963 4,0 4,0 5,8 3,6 1,9 3,3 3,7 3,7
1964 4,1 4,7 6,3 3,6 3,4 4,4 4,8 4,2
1965 5,1 4,2 7,3 3,6 3,9 4,6 5,9 31
1966 6,6 4,8 7,6 3,6 4,7 5,3 6,1 5,3
1967 4,3 4,8 7,7 3,6 4,6 5,2 5,9 4,6
1958-67 4,3 4,4 6,6 3,6 2,8 3,9
1968 3,8 6,1 8,4 3,6 4,4 4,1 7,0 5,0
1969 5,8 9,0 9,0 3,7 5,6 7,1 7,7 6,6
1970 9,4 8,7 9,5 6,5 6,0 7,8 7,0 7,9
1971 7,1 5,8 8,5 5,7 4,3 5,0 5,5 5,9
1972 | 6,3 5,6 5,0 7,2 5,5 2.2 3,8 5,6 5,2
1973 | 8,1 12,1 8,9 9,9 6,2 4,1 6,3 9,5 9,3
1976 13,3 9,9 12,9 12,1 15,6 6,9 10,3 1,3 11,5
1975 14,5 5,0 7,9 11,0 9,2 TR 6,8 10,2 7,5
1976 |10,3 4,2 8,6 11,2 15,9 5,8 <. 9,9 11,5 8,3
1977 14,5 4,4 9,1 9,7 15,0 3,9 7,1 7,7 1 7,8
1968-77 6,7 8,2 9,7 8,7 48 6,8 8,3




Long term interest rates 1958-1978

TABLE 29

percent ages

56

oK 0 ¢ IRL 1 NL UK EC
1958 6,5 7,6 6,7 4,3 5,5 5,0 6,1
1959 5,8 6,3 5,7 4,1 5,0 4,8 5,2
1960 | 6,0 6,3 5,7 5,3 4,2 5,6 5,4 5,6
1961 | 6,6 5,9 5,5 5,3 3,9 5,9 6,2 5,7
1962 | 6,6 6,0 5,4 5,8 4,2 5,2 6,0 5,9
1963 | 6,5 6,1 5,3 6,1 4,2 5,3 5,6 5,6
1964 | 7,1 6,2 5,4 7,0 4,9 6,5 6,0 6,0
1965 | 8,6 6,8 6,3 6,7 5,2 6,4 6,4 6,5
1966 | 8,7 7,8 6,6 6,4 6,2 6,7 6,8 6,9
1967 | 9,1 7,0 6,7 6,5 6,0 6,7 6,7 6,7
1958-67 5,8 6,1 6,1 4,7 5,9 5,9
1968 | 8,7 6,7 7,0 6,5 6,2 6,5 7,4 6,9
1969 { 9,7 7,0 8,2 6,7 7,0 7.3 8,9 7,7
1970 11,1 8,2 8,6 8,6 7,8 7,8 9,2 8,5
1971 11,0 8,2 8,4 8,0 7,1 7,3 9,1 8,3
1972 11,0 8,2 8,0 7,3 6,7 7,0 9,1 8,1
1973 f2,6 9,5 9,0 7,3 7,3 7,5 10,9 9.1
1974 N5, 10,6 11,0 9,4 8,9 8,8 15,0 11,1
1975 h2,7 &7 10,3 14,0 10,6 8,0 8,5 14,7 | 10,4
1976 14,9 8,0 10,5 14,6 12,2 8,1 9,1 14,3 10,4
1977 16,2 6,4 M,0 12,9 14,6 7,3 8,8 12,3 9,9
1968-77 12,4 8,2 9,2 9,1 7,4 7,9 11,1




\5\

TABLE 30 -

Gross external financial reserves 1958-1978

annual averages / billions UA/EUA

DK D F IRL 1 NL B L UK EC
\-—N—/

1958 |0,20 6,09 0,87 0,26 1,96 1,37 1,41 2,66 | 14,80
1959 10,30 4,89 1,62 0,26 2,99 1,46 1,37 2,80 15,69
1960 {0,27 5,89 2,06 0,31 3,08 1,59 1,38 3,19 | 17,77
1961 10,27 7,10 2,97 0,33 3,44 1,87 1,63 3,47 21,08
1962 |0,25 6,75 3,81 0,3 3,73 1,97 1,77 3,40 | 22,02
1963 10,32 7,22 4,63 0,37 3,91 2,0 1,90 3,27 23,63
1964 0,52 7,71 . 5,26 0,43 3,28 2,12 2,03 2,04 24,39
1965 0,53 7,48 6,13 0,42 4,20 2,39 2,31 2,65 26,11
1966 |0,57 7,52 6,69 0,44 4,83 2,39 2,33 3,30 28,07
1967 (0,54 7,96 6,78 0,48 5,13 2,48 2,47 2,96 | 28,80
1958-67 10,38 6,86 4,08 0,36 3,66 1,97 1,86 3,07 22,24
1968 (0,46 8,95 5,51 0,43 5,42 2,47 2,21 2,68 28,13
1969 10,37 9,66 3,87 0,59 5,13 2,47 2,67 2,46 | 27,22
1970 {0,40 9,70 4,51 0,73 4,83 2,87 3,24 2,73 | 29,01
1971 0,48 15,91 6,11 0,80 5,96 3,36 3,10 4,04 39,76
1972 {0, 71 19,99 8,29 0,93 5,78 4,04 3,41 5,96 49,11
1973 10,88 26,03 8,62 0,85 5,03 4,70 3,98 5,19 |55,28
1974 10,76 27,67 7,05 0,93 5,17 5,18 4,15 5,76 56,67
1975 10,70 26,21 8,49 1,06 4,89 5,69 4,72 5,18 56,94
1976 |0,80 30,31 8,99 1,47 4,87 6,13 4,58 4,86 | 62,01
1977 [1,57 30,91 8,74 1,72 8,00 6,70 4,92 11,99 | 74,55
1968-77 0,71 20,53 7,02 0,95 5,51 4,36 3,70 5,09 47,87
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Tab le 31

E U A yearly average rates

(currency amount for 1 EUA)

DK D F IRL I NL B8 L UK us
1958 | 7,57507 4,60614 4,61264 0,311678 685,438 4,16745 54,8350 0,391678 |1,09670
1959 | 7,29535 4,43605 5,21454 0,377215 660,126 4,01357 52,8101 0,377215 [1,05621
1960 |7,29535 4,43605 5,21454 0,377215 660,126 4,01357 52,8101 0,377215 |1,05621
1961 | 7,37224 4,30742 5,26950 0,381191 667,084 3,89854 53,3667 0, 381191 |1,06734
1962 | 7,38928 4,27921 5,28168 0,382073 668,626 3,87268 53,4901 0, 382073 |1,0698"
1963 | 7,38928 4,27921 5,28168 0,382073 668,626 3,87268 53,4901 0,382073 |1,06981
1964 | 7,38928 4,27921 5,28168 0,382073 668,626 3,87263 53, 4901 0, 382073 |1,06981
1965 |7,38928 4,27921 5,28168 0,382073 668,626 3,87268 53, 4901 0, 382073 1, 06981
1966 | 7,38928 4,27921 5,28168 0,382073 668,626 3,87268 53, 4901 0, 382073 |1,06981
1967 | 7,62293 4,25924 5,25703 0,387652 665,506 3,85461 53,2404 0,387652 |1,06482
1968 |7,71663 4,11554 5,07967 0,428702 643,052 3,72456 51,4442 0, 428702 1,02889
1969 | 7,66640 4,02622 5,29027 0,425912 638,866 3,70032 51,1093 0, 425912 |1,02219
1970 | 7,66675 3,74138 5,67767 0,425931 638,895 3,70049 51,1116 0, 425931 [1,02223
1971 | 7,75264 3,64566 5,77214 0,428583 647,414 3,65750 50,8663 0,428583 |1,04776
1972 | 7,78909 3,57681 5,65717 0,448541 654,264 3,59991 49,3611 0, 448941 |1,12178
1973 |7,41598 3,27644 5,46775 0,502321 716,460 3,42853 47,8009 0,502321 |1,23173
1974 | 7,25927 3,08352 5,73386 0,509803 775,743 3,20224 46,399 0,509803 [1,19270
1975 |7,12266 3,04939 5,31923 0,559814 809,545 3,13490 45,5690 0,560026 |1,24077
1976 |6,76176 2,81545 5,34486 0,621920 930,150 2,95515 43,1654 0,621578 |1,11805
1977 |6,85567 2,64831 5,60607 0,653701 1004 .785 2,80010 40,8826 0,653701 |1,14112
(193:; 7,02507 2,57018 5,73995 0,659085 1067,35 2 75964 40,1640 0,659079 [1,24542
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TABLE 32

Budgetary expenditure of the European Communities 1958-1979°

1000 UA (&)
ECSC European . EC General Budget
| operational | bevelop. | Euratom ) P Admn .

Budget Fund (0 FEOGA S‘;S:}:L Re?&zgaléggéz: otz:fs(c) Total Total
1958 _ 21700 - . 3700 - - - - 19 000 _ 19 000 44 400
1959 30 700 51 200 8 500 - - - - 29 500 29 500 119 900
1960 23 500 63 200 5 800] - - - - 33 100 33 100 125 600
1961 26 500 172 000 6 900 - 8 600 - - 38 800 47 400 252 800
1962 13 600 162 300 54 800 - 11 300 - - 44 700 56 000 286 700
1963 21 900 S5 500 84 700 - 4 600 - - 50 700 55 200 217 400
1964 18 700 35 000 100 100 - 7 200 - - 56 900 64 100 217 900
1965 37 300 248 800 | 120 000 30 300 3 oo0 - - 62 000 95 300 501 400
1966 28 100 157 800 | 129 200 55 000 | 18 400 - - 72 100 145 500 460 600
1967 10 400 105 800 | 129 500[ 401 600| 20 000 - - 66 100 487 700 733 400
1968 21 200 121 000 73 400|1 295 600 | 26 100 - - 92 800 1 414 500 1 630 100
‘196;? 40 700 104 800 59 2001 675 100 | 20 600 - 100 104 400 1 800 200 2 004 900
1970 56 200 10 500 63 400| 3 166800 37 700 - 1 000 116 300 3 321 800 3 451 900
1971 37 400 236 100 ~ |1 883 586 56 473 - 65 010 284 370 2 289 439 2 560 939
1972 43 700 212 706 = |2 477 557 | 97 498 - 75 145 424 173 3 074 373 3 330 773
1973 86 900 210 000 = |3 768 837|269 220 - 69 144 533 813 4 641 014 4 913 914
1974 92 000 157 000 - 13 651 336 | 290 684 - 82 770 011 944 5 036 734 5 187 934
1975 127 400 71 000 = |4 598 564 | 360 300 | 150 QUO] 99 870 032 377 6 241 1M 6 375 611
1926 94 000 320 000 = |6 043 555 {439 397 : 300 000|117 457 343 475 8 243 884 8 657 884
1977 93 000 800 000 = |6 751 520 [ 172 440 | 400 000/173 800 400030 8 897 790 9 790 790
1978 EUA S H - 9 131 959 [559 107 | 525 000}295 336 851 253 12 362 655 H
1979 C(draft) EUA H : = {10069 824 | 748 182 | 390 000|516 265 135 048 13 859 300 :
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TABLE 33

Budget receipts of the European Communities, 1958~1978

- . 1 000 LA (2)

bl ool e o T

and Fund (Resear ch and Conbrib.| Miscella=- Agr\c.uLt Imc‘:rt GNP_ Total Total

other Kontrib. only) under spec. neous Levies puties | Contrib. c .

keys or VAT (3)

1958 , 116 _ 3003 _ 4 856 L 10 350 15 222
1959 116 29 931 9 139 81 - 22 418 31 638
1960 116 34 578 31 373 179 To- 20 502 52 054
1961 116 62 503 22.389 254 - 44 846 67 489
1962 : 116 76 788 34 019 1 482° - 59 712 95 213
1963 - 93 349 34 812 6 316 - 47 413 88 541
1964 : 7 : - 109 938 34 806 2 372 - 59 920 97 098
1965 - 2 665 - 161 093 189 879
1966 - 3 088 - 370 665 39b 457
1967 40 140 460 62 168 3 635 - 612 783 678 586
1968 90 - 6 232 - 2171 635 | 2 408 639
1969 110 - 14 87;’ - . 2695 761 | 4 00S 647
1970 130 - 11 189 - 4879 821 S 448 339
1971 57 900§ 170 - &9 515 713800 582200 923 825 ) 2 289 438 2 347 410
1972 61 100 170 - 80 935 799 600 957400 11236 613 | 3 074 372 3 135 818
1973 120 300§ 150 - . 57 127 510500 19865002257 300 | 4 583 887 4 931 877
1974 124 600| 150 - 7 65 256 ] 330200 (2737800 |1963 408 | 5 096 664 5 221 414
1975 189 500( 220 - ’ 307 980 590078 |3151023 {2164 628 | 6 213 710 6 403 429
1976 129 600[ 311 - . 334 357 ) 983910 [3860108 ;2245 496 | 7 423 871 7 553 782
1977 123 000| 410 - 385 694 2 085 723 |4 652580 |3207 507 |10 331 504 10 454 914
1978 < 147 - " 135 900 2063000 14833000 ;5330800 (t2 362 700
1979 (draft) . : - 158 500 2144 100 |4 745500 [6811200 |13 859 300 B
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General remarks:

Remarks on the tables:

Tables
1 - 3:

4, 6 and 7:

Notes

‘o>

NOTES ON THE STATISTICAL ANNEX

Unless otherwise specified, aggregates are defined

as in the ESA (European system of integrated economic
accounts). Where possible, the tables include the
Latest available information. Thus data may differ
from those given in publications by the Statistical

0ffice of the European Communities.

Unless otherwise specified, the data for 1978 refer
to the whole year; as the report was completed at
the end of September, they therefore incorporate

forecasts for the latter part of the year.

Sources: 1958-76: Eurostat National Accounts ESA,

except. for Denmark from 1966 (Statistiske
Efterretninger 1978, No 20, Danmarks Statistik)
and for Ireland from 1970 (€SO, National Income

and Expenditure 1976).

1977: Eurostat, national sources and Commission
estimates.

1978: Commission forecasts.

Sources: 1958: tables 4 and 7, and 1958-60 : table 6 :

Eurostat, National Accounts, 1972,

(non-ESA system).
1959-1976 : tables 4 and 7, and
1960~ 1976 : table

Eurostat National Accounts ESA° for altl

countries except Denmark and Ireland (see
sources for tables 1 - 3).

1977: Eurostat, national sources and
Commission departments.

1978: Commission departments.



Tables

4, 6 and 7:

?I 8' 9’
10 and 11:

12 and 15:

13, 14,
16 and 17:

18:

Notes

(a)
(b)
(c)

(a)

\ bt

1963 prices and exchange rates
1975 prices for the Netherlands.

Previous year's prices and exchange rates.

Sources:

1958-77: Eurostat General Statistics.

1978: Commission forecasts (value-added).

Not including building.

Sources:

1958-60: SOEC, National Accounts, 1972 (the

Coyerage:

Sources:

rates of change have been applied to ESA 1960
values to keep the series consistent).
1961-76: Eurostat National Accounts ESA,

1977: Eurostat, national sources and Commission

estimates.
1978: Commission sources (the rates of change
have been applied to ESA 1977 values to keep

the series consistent).

goods, services (including tourism),not includir

factors payments.

1958=-67: SOEC Natjonal Accounts , 1972, except

Coverage:

Sources:

for FR Germany and the United Kingdom, where
national sources were used.
1968-77: OECD National Accounts.

1978: Commission forecasts.

merchandise: imports c.i.f. at national frontiel

exports f.o.b. at national frontier.

1958-75: Eurostat Foreign trade (monthly

Sources:

bulletin) special edition 1958-75, and _Nationa
Accounts ESA',

1976-77: Eurostat Foreign trade (monthly
bulletin) No 5 1978 and National Accounts ESA.

1978: Commission forecasts.

Eurostat



Tables

19 and 20:
24, 25, 26:
27+

Sources:

Sources:

(65

Eurostat and OECD.

1958-76: Eurostat National Accounts ESA.

Sources:

1958-77: Eurostat. This is the ratio of the

Sources:

number of registered unemployed (SCEC
definition) to the civilian Labour force.
1978: Commission forecasts; definitions of ’
unemployment in some countries are different
from the SOEC definitions and the rate has
been calculated as a percentage of total
Llabour force, so that 1978 data are not

completely comparable with 1977 data.

1958-73: OECD ‘National Accounts.

Sources:

1974~78: Economic budgets drawn up by Commission

departments.

DK: money supply M2, national definition from

Danmarks Nationalbank, Monetary Review..

D: money supply M3, national definition from

Deutschen BUndesbank, Monatsbericht'.

F: money supply M2, national definifion from
Conseil National du Credit, Rapports.

IRL: money supply M3, national definition from
Central Bank of Ireland.

E;timates for the periods of band strikes

and industrial action, i.e. March-September,
1966 and March 1970~ March 1971.

1 : primary and secondary liquid assets (M2),
national definitions from Banca d'Italia,

Supplemento al Bolletino.

NL: domestic liquidity: Nederlandse Bank,

Kwartaalbericht.

B: 1958-69: money supply including other
commitments towards firms and individuals:

Banque Nationale de Belgique, Bulletin.

1970-1977: deposits up to one year held by

firms and individuals with national financial

bodies: Banque Nationale de Belgique, Bulletin.



Tables

27:

28:

29:

Sources:

Sources:

Sources:

166

UK: money supply sterling M3: (SO, Economic

Trends, Annual Seupplement, 1977 and Economic

Trends, July 1978.

DK: money market rates, annual average daily

rate: OECD, Main econmic indicators.

D: three-months' money Deutschen Bundesbank,

Monatsbericht.

F: daily rates for loans against non-government
securities between banks on the money market:

Counseil National de Credit, Rapport.

IRL : Prime lending rate (average rate of
last Friday of each month). Central Bank of
Ireland.

I: yield on 12-month treasury bonds: Banca

d'Italia, Supplemento al Bolletino.

NL: three-month treasury bonds: Nederlandse Bank,

Kwartaalsbericht.

B: three-month treasury bonds: Nationale Bank
van Belgie", Bulletin.

UK: Treasury bill rate: QECD, Main Economic

Indicators, Historical Statistics 1960-1975,

and €SO, Economic Trends.

DK: 1960-70: yields on mortgage debentures: OECD,

Main Economic Indicators. 1971-77: average of

yields on state bonds and ordinary and special
mortgage Loans: Danmarks Nationalbank, Monetary
Review.

D: interest rate on capital (Kapitalzins)

Deutsc. .1 Bundesbank, Monatsbericht.

F: long-term interest rate: stock exchange
yield on public and semi-public sector bonds.
1958 and 1959: public sector industrial bonds.

From 1965, issues subject torwifhhoLding tax.
IRL : Government bond yield. Average gross
yields, as far as possible the average of the

last Thursday of each month.



Tables

29 :

30 :

31

32 :

33

Notes

(a)

(a)
(b
(c)

(a)

(b)

(c)
d)

Sources:

Sources:

Sources:

Sources:

ol

I: yield on bonds: Banca d'Italia, Supplemento
al Bollettino.
NL: yield on Nederland 1948 bonds (3.25%):

Nederlandse Bank, Kwartaalbericht.

B: yield cn government securities maturing
after more than five years: Nationale Bank
van Belgie, Tijdschrift.

UK: British Government securities 2 1/2 %

consols yield: €SO, Economic Trends, July

1977 and Economic Trends,Annual Supplement 1977.

QECD
Commission departments

average to August 1978.

Coverage : outturns excepr authorisations for
1978 and 1979.

1958-77: Management accounts.

Sources:

1978: General EC budget.
1979: bdraft general EC budget,

U.a. up to 1977, EUA 1978 onwards.

incorporated in the EC budget from 1971.
including the European Parliament, the Council,
the Court of Justice, the Court of Auditors and

the administrative part of the ECSC budget.

Qutturn except 1978 estimates + 1979 Forecasts -

Sources :

1958 to 1977 : Comptes de Gestion, 1978 =~ General

Budget of the EC, 1979 Draft General Budget of
the EC.

UA until 1977 - EUA 1978 onward.

GNP until 1978, VAT from 1979 onward.
This column includes for the years to 1969) surplus

revenue from previous years.
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Tables Notes
34, 35 Coverage: actual figures, except for 1978 and 1979,
‘ where appropriations are given.
Sources: ECSC: European Investment Bank, 20 years
1958-78
Euratom: D. Strasser, Europe's Finances
and Eura@tom prospectus
EEC: Commission departments
(a) ECSC: 1958-74: u.a.
1975-77: EUA
EIB: 1961-73: u.a.
Euratom: 1963-71: u.a.
1977: EUA
EEC: 1976-77: EUA
(b) withdrawals from credit lines opened with
Eximbank (USA).
(c) provisional figures.
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