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Eurostat hat die Aufgabe, den Informa­
tionsbedarf der Kommission und aller am 
Aufbau des Binnenmarktes Beteiligten 
mit Hilfe des europäischen statistischen 
Systems zu decken. 

Um der Öffentlichkeit die große Menge an 
verfügbaren Daten zugänglich zu machen 
und Benutzem die Orientierung zu 
erleichtem, werden zwei Arten von Publi­
kationen angeboten: Statistische Doku­
mente und Veröffentlichungen. 

Statistische Dokumente sind für den 
Fachmann konzipiert und enthalten das 
ausführliche Datenmaterial: Bezugs­
daten, bei denen die Konzepte allgemein 
bekannt, standardisiert und wissenschaft­
lich fundiert sind. Diese Daten werden in 
einer sehr tiefen Gliederung dargeboten. 
Die Statistischen Dokumente wenden 
sich an Fachleute, die in der Lage sind, 
selbständig die benötigten Daten aus der 
Fülle des dargebotenen Materials auszu­
wählen. Diese Daten sind in gedruckter 
Form und/oder auf Diskette, Magnet­
band, CD-ROM verfügbar. Statistische 
Dokumente unterscheiden sich auch 
optisch von anderen Veröffentlichungen 
durch den mit einer stilisierten Graphik 
versehenen weißen Einband. 

Veröffentlichungen wenden sich an eine 
ganz bestimmte Zielgruppe, wie zum 
Beispiel an den Bildungsbereich oder an 
Entscheidungsträger in Politik und Ver­
waltung. Sie enthalten ausgewählte und 
auf die Bedürfnisse einer Zielgruppe 
abgestellte und kommentierte Informa­
tionen. Eurostat übernimmt hier also eine 
Art Beraterrolle. 

Für einen breiteren Benutzerkreis gibt 
Eurostat Jahrbücher und periodische 
Veröffentlichungen heraus. Diese enthal­
ten statistische Ergebnisse für eine erste 
Analyse sowie Hinweise auf weiteres 
Datenmaterial für vertiefende Unter­
suchungen. Diese Veröffentlichungen 
werden in gedruckter Form und in Daten­
banken angeboten, die in Menütechnik 
zugänglich sind. 

Um Benutzem die Datensuche zu erleich­
tern, hat Eurostat Themenkreise, d. h. 
eine Untergliederung nach Sachgebieten, 
eingeführt. Daneben sind sowohl die 
Statistischen Dokumente als auch die 
Veröffentlichungen in bestimmte Reihen, 
wie zum Beispiel „Jahrbücher", „Kon­
junktur", „Methoden", untergliedert, um 
den Zugriff auf die statistischen Informa­
tionen zu erleichtern. 

Y. Franchet 
Generaldirektor 

It is Eurostat's responsibility to use the 
European statistical system to meet the 
requirements of the Commission and all 
parties involved in the development of the 
single market. 

To ensure that the vast quantity of ac­
cessible data is made widely available, 
and to help each user make proper use of 
this information, Eurostat has set up two 
main categories of document: statistical 
documents and publications. 

The statistical document is aimed at spe­
cialists and provides the most complete 
sets of data: reference data where the 
methodology is well-established, stand­
ardized, uniform and scientific. These 
data are presented in great detail. The 
statistical document is intended for ex­
perts who are capable of using their own 
means to seek out what they require. The 
information is provided on paper and/or 
on diskette, magnetic tape, CD-ROM. The 
white cover sheet bears a stylized motif 
which distinguishes the statistical docu­
ment from other publications. 

The publications proper tend to be com­
piled for a well-defined and targeted 
public, such as educational circles or 
political and administrative decision­
makers. The information in these docu­
ments is selected, sorted and annotated 
to suit the target public. In this instance, 
therefore, Eurostat works in an advisory 
capacity. 

Where the readership is wider and less 
well-defined, Eurostat provides the infor­
mation required for an initial analysis, 
such as yearbooks and periodicals which 
contain data permitting more ¡n-depth 
studies. These publications are available 
on paper or in videotext databases. 

To help the user focus his research, 
Eurostat has created themes', i.e. subject 
classifications. The statistical documents 
and publications are listed by series: e.g. 
yearbooks, short-term trends or method­
ology in order to facilitate access to the 
statistical data. 

Y. Franchet 
Director-General 

Pour établir, évaluer ou apprécier les dif­
férentes politiques communautaires, la 
Commission européenne a besoin d'infor­
mations. 

Eurostat a pour mission, à travers le sys­
tème statistique européen, de répondre 
aux besoins de la Commission et de l'en­
semble des personnes impliquées dans 
le développement du marché unique. 

Pour mettre à la disposition de tous l'im­
portante quantité de données accessibles 
et faire en sorte que chacun puisse 
s'orienter correctement dans cet ensem­
ble, deux grandes catégories de docu­
ments ont été créées: les documents 
statistiques et les publications. 

Le document statistique s'adresse aux 
spécialistes. Il fournit les données les plus 
complètes: données de référence où la 
méthodologie est bien connue, standar­
disée, normalisée et scientifique. Ces 
données sont présentées à un niveau très 
détaillé. Le document statistique est des­
tiné aux experts capables de rechercher, 
par leurs propres moyens, les données 
requises. Les informations sont alors 
disponibles sur papier et/ou sur disquette, 
bande magnétique, CD-ROM. La couver­
ture blanche ornée d'un graphisme stylisé 
démarque le document statistique des 
autres publications. 

Les publications proprement dites peu­
vent, elles, être réalisées pour un public 
bien déterminé, ciblé, par exemple 
l'enseignement ou les décideurs politi­
ques ou administratifs. Des informations 
sélectionnées, triées et commentées en 
fonction de ce public lui sont apportées. 
Eurostat joue, dès lors, le rôle de conseil­
ler. 

Dans le cas d'un public plus large, moins 
défini, Eurostat procure des éléments 
nécessaires à une première analyse, les 
annuaires et les périodiques, dans les­
quels figurent les renseignements adé­
quats pour approfondir l'étude. Ces 
publications sont présentées sur papier 
ou dans des banques de données de type 
vidéotex. 

Pour aider l'utilisateur à s'orienter dans 
ses recherches, Eurostat a créé les 
thèmes, c'est-à-dire une classification 
par sujet. Les documents statistiques et 
les publications sont répertoriés par 
série — par exemple, annuaire, conjonc­
ture, méthodologie — afin de faciliter 
l'accès aux informations statistiques. 

Y. Franchet 
Directeur général 
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PREFACE 

This new statistical document on the economic 
accounts of the European Union is the fruit of 
cooperation between Eurostat and the Statistical 
Institutes of the Member States. It represents one of 
the first milestones on the road to collaborative 
development of the European Statistical System. In 
addition to developmental work on statistical 
standards, cooperation between Eurostat and the 
national statistical institutes should, with this 
publication, open a new era of more active, high 
profile partnership. 

For this initial project, Eurostat was joined by seven 
National Statistical Institutes. These are the 
Institutes of Germany, France, Italy, the 
Netherlands, Austria, Portugal and the United 
Kingdom. The ultimate aim is to involve other 
Member States in this report on the Accounts of the 
Union, which is to be a permanent product of the 
European Statistical System as a whole. 

In order to distinguish this statistical document 
clearly from the economical analyses and forecasts 
made by DGII, this report does not provide any 
economical explanations of the statistical facts. 

When preparing this publication, certain shortcom­
ings in the statistical database became obvious. 
This underlines the necessity for further work in the 
development of a more consistent and complete 
European statistical system. 

Despite these restrictions, Eurostat believes that by 
presenting and commenting in one single volume on 
the main macroeconomic data of the Union and the 
Member States, this report will render this data 
more familiar to users and will significantly 
contribute to the better understanding of the 
economic phenomena. 

Y. Franchet 
Director general 



I Overview of the main macro-economic data of the European Union 

1.1 Introduction and main conclusions 

Features of the report 

As with similar publications produced by certain sta­
tistical institutes at national level, as for example 
France, Italy, Luxembourg, the Netherlands and the 
United Kingdom, this document is designed to set out 
in a single volume wide-ranging macroeconomic data 
on the European Union and the Member States and 
to provide statistical analysis of those data. Along 
with business cycle effects, a study of structural 
differences between Member States and their de­
velopments will be made. 

Although the statistical analysis makes reference to 
specific national situations, its purpose is to draw a 
profile of the Union, comparing it, where possible, 
with its main trading partners. In addition to the 
comments on the main economic variables, which will 
be a permanent feature, the report will contain a 
topical study which will vary from year to year. This 
year's subject concerns the treatment of taxes and 
social contributions in the Member States and the 
Union. 

The present report focuses on 1995, while also giving 
a broader view for retrospective series. In an age 
where up-to-the-minute information is crucial to our 
understanding of socio-economic phenomena, it may 
seem inappropriate to publish and comment on 
relatively old data. 

However, these data give certain advantages: 

they have been compiled on the basis of uniform 
definitions and methodologies - those used in the 
ESA (second edition, 1979); 
the data used have been largely obtained from 
the National Statistical Offices, the very bodies 
which, together with Eurostat, analyse them in 
this publication; 
a knowledge of recent trends helps to teach 
much about the present. 

One of the major problems arising concerned data 
availability for all the countries at the time of drafting 
the report in June/July 1995. Furthermore, for many 
variables certain countries do not transmit any data, 
or this data is available with a delay of one or more 
years compared with the reference year. It should 
also be mentioned that revisions of data by the 
National Institutes take place at different points in 
time; for this reason, the data available at the 
deadline for this report and used therein may not 
correspond to the latest data now available for certain 
countries. 

Main Conclusions 

The year 1995 was marked by a gradual slowdown in 
real growth rates in the industrialised countries, 

particularly so in the second half of the year. Growth 
for the European Union as a whole slipped from 2.8% 
in 1994 to 2.4% in 1995. With a rate of 2.0%, the USA 
economy displayed an economic growth lower than 
that of the Union. Despite slight signs of improvement 
in the Japanese economy, its growth rate in 1995 still 
remained below 1%. 

Expressed in terms of Purchasing Power Standards, 
the Union GDP continued to rise, reaching 6,437.1 
Mrd in 1995. This figure stands approximately 4% 
below that of the USA and two and a half times that of 
Japan. Within the Union, the GDP per capita figures 
in real terms vary between 28,400 for Luxembourg 
and 10,870 for Greece. 

Within the Union, domestic demand remained weak, 
while, despite consistent drawing on stocks, 
investment showed substantially positive growth rates 
mainly due to the equipment sector. Exterior demand, 
led by developing countries, supported economic 
activity. Trade surplus for the Union with the rest of 
the world rose to 24 Mrd ECU from 6 Mrd ECU in 
1994, the industrialised countries still remaining the 
major suppliers and customers. 

The structural analysis of the economy by branch 
shows for gross value added at market prices in the 
Union as a whole an annual average growth in the 
second half of the eighties of 3.1% per annum, a rate 
of more than the double as that seen between 1990 
and 1994 and experienced by virtually every Member 
State. 

Over the whole of the reference period, growth rates 
in both Japan and the USA were above the Union 
average, although both countries also saw faster 
rates in the second half of the eighties than in the 
nineties. Wthin the Union, this growth was 
accompanied by clearly visible structural changes. In 
1994, just under two-thirds of nominal gross value 
added at factor cost in the Union came from the 
services branches as against only 60.8% in 1985. 

Employment in the Union as a whole rose only by 
0.5% per annum on average between 1985 and 
1994. By contrast to the positive rates of increase in 
the second half of the eighties, employment fell by 
0.3% per year in the nineties. Only six of the fifteen 
Member States showed rising employment figures in 
the nineties. 

Productivity rose steadily, at a higher rate than in the 
USA but more slowly than Japan. 

Compensation of employees in the Union saw strong 
rises, the annual rate of 4.7% matching that for the 
USA and overtaking that for Japan. The Union 



countries with the lowest productivity levels showed 
the highest increases in earnings from paid 
employment. 

The position of private households continued to 
vary widely from one Member State to another. In 
terms of per capita consumption in purchasing power 
parities, considerable deviations from the Union 
average persisted, ranging from Portugal with 71.7% 
of the average to Luxembourg with 151.3%. Although 
these countries came closer to the average, the gap 
between the lowest and highest narrowed only very 
slightly between 1985 and 1994. 

However, the pattern of consumption changed 
substantially during this period. Consumption of food, 
drink, tobacco, and to a leeser extent clothing and 
footwear, fell. By contrast, housing, water, fuel and 
power, healthcare and medical expenditure and 
miscellaneous goods and services rose. 
Compensation of employees provided households 
with the largest part of their income, although the 
proportion has been consistently falling for the vast 
majority of Member States. 

Savings ratios for households fell slightly between 
1980 and 1990. After a peak in the early nineties, 
they once again returned to a period of reduction for 
most Member States, reaching a level four points 
below that of 1980. 

General governments play an important role in the 
economy, their level of involvement, however, varies 
greatly from one Member State to another. General 
government expenditure ranges between 40% and 
60% of GDP, a share which has steadily increased. 
Between 1980 and 1994, some 17% of GDP was 
dedicated to general government consumption. 
Purchases of goods and services accounted for 
around 20% of this expenditure and compensation of 
employees for about 25%. Current transfers by 
general governemnt to private households stood at 
around 45% of public expenditure, with a moderate 
upward trend in recent years. 

Every Member State except one experienced 
government deficit for the year 1995, rates varying 
between -1.5% and -9.2% of GDP. In 1995, only five 
Member States stood below the 60% limt for public 
debt in relation to GDP. 

The labour market saw strong structural changes 
during the course of the decade, the level varying 
between Member States. In the Union, approximately 
two thirds of the workforce are employed in the 
services sector, while employment in agriculture has 
fallen to 5.3%. Empoyment in the industry sector also 

shrunk, its level of 30.2% still represents a major 
employer at a slightly higher level than in the USA, 
but below Japan. 

In 1995, unemployment in the Union decreased by 
3.4%, representing a break with the trend of 
continuous growth in the past years. However, at 
10.8% it remains at a high level, significantly above 
figures for the USA and Japan. Even though the 
percentage unemployment among young people has 
dropped since the beginning of the decade, the young 
still make up more than a quarter of the unemployed. 
The proportion of women unemployed is almost 50%. 

Major progress has been made in the fight to counter 
rises in consumer prices. There has been a 
slowdown in annual inflation since the beginning of 
the nineties, dropping to 3.1% in 1995. This figure 
masks strong disparités among Member States with 
levels varying between 1.0% and 9.3%. Inflation in 
the Union's major trading partners was still 
significantly lower, being +2.8% for the USA and 
-0.1% for Japan. 

Between 1980 and 1985 total taxation, comprising 
taxes and social contributions, as a percentage of 
GDP in the European Union showed an upward 
trend, rising from 38.7% to 40.6%. Between 1985 and 
1990 the tax ratio declined slightly, rising again more 
sharply at the outset of the nineties, mainly due to 
agrowth in social contributions. In 1993 and 1995, the 
overall tax ratio saw its highest values, being 41.7% 
of GDP. 

Wthin the Union there are considerable differences in 
the relative volume of payable taxes and social 
contributions. Since 1990, however, the maximum 
value of total taxes as a proportion of GDP moved 
closer to the minimum value among Member States. 
In 1995, total taxes per head of population averaged 
around 1,000 Ecu, being 20% higher than the figure 
for 1980. These total taxes were made up by 
approximately one third social contributions and two 
thirds taxes. Some 53% of social contributions were 
paid by employers, 35% by employees and 12% by 
the self-employed and non-employed. 

Over the past 15 years the four main categories of 
tax, being current taxes on wealth, taxes linked to 
production and imports, non-deductible VAT and 
capital taxes have remained remarkably stable as a 
proportion of total tax revenue in the Union average. 
In general, around 50% of all taxes in the Union come 
from current taxes on income and wealth. Roughly a 
quarter comes from taxes linked to production and 
just under another quarter come from non-deductible 
VAT. 



1.2 Economy of the Union 

1.2.1 Main results 

The economic growth in the international framework 1995 

The year 1995 was marked by a gradual slowdown in 

real growth rates in most of the industrialised countries. 

In the second half of the year, the main indicators of 

economic activity began to betray signs of weakness. 

The slowdown affected the USA, Canada and the 

United Kingdom, where expansion had continued 

unchecked for some years, and the other industrialised 

countries, where growth rates flagged even more. 

The annual figures for the main international economic 

areas show GDP growing by 1.9% in the OECD 

countries as well as in the BIG 7 countries. 

Growth in the European part of the OECD was 2.8%, 

while growth for the Union as a whole slipped from 

2.8% in 1994 to 2.4% in 1995. 

Wthin the BIG 7 countries, growth was 2.3% in 

Canada, whereas in the United States, the dynamic 

growth of 1994 has been replaced in 1995, by a 

relatively more modest growth. Indeed, rates have 

dropped from +3.5% to +2.0% respectively. Thus the 

US economy, while returning to the levels of 1993, 

displays in 1995 an economic growth lower than that 

of the European Union. 

In Japan , after the little growth in 1992 and extended 

by a quasi­stagnation in 1993, some faint signs of 

improvement in the economy may be observed since 

1994, but, the growth rate still remains below 1% in 

1995. 

Figure 1.2.1: Volume indices of GDP, 1990 = 10O 

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 

|_»_EUR15 .»­USA ­*_JAPi 

Source : Eurostat 

In a broader international framework should be 

pointed out the high growth rates of groupings of 

countries like the NPH and NPI2 as well as India and 

especially China, whose growth rate of GDP has 

been higher than 10% since 1992 (10.3% in 1995). 

Among the countries of Central and Eastern Europe 

mentioned in the table below, certain also show 

comparatively high growth rates. They are in 

particular Poland (+7.0%), Romania (+6.9%) and the 

Slovak Republic (+7.4%) (see table and figure 1.2.1). 

Amongst the Member States of the Union, once more 

Ireland, like in 1994, has the highest rate of growth 

(+8.6%) followed by Finland (+4.2%).The GDP 

growth rates of all other Member States fall between 

+1.8% (Austria) and +3.2% (Luxembourg). 
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The largest reduction in growth rate compared to last 

year, may be observed for Denmark. However, even 

if the rate fell by approximately half, (from +4.4% in 

1994 to +2.6% in 1995), it still stands slightly higher 

than the average Union growth rate (see figure and 

table I.2.2) 
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­1.2 

­0.9 

­1.2 

­1.3 

3.1 

­1.2 

5.5 

0.2 

0.4 

­1.2 

­1.2 

­2.2 

2.3 

­0.6 

1994 

2.2 

4.4 

2.9 

1.5 

2.1 

2.8 

6.7 

2.1 

3.8 

2.7 

3 

0.7 

4.4 

2.6 

3.8 

2.8 

1995 

1.9 

2.6 

1.9 

2 

3 

2.2 

8.6 

3 

3.2 

2.4 

1.8 

1.9 

4.2 

3 

2.4 

2.4 

(*) from 1991 figures include the new German Länder; 

/: means that the growth rate is not available due to one 

break in the serie. 

Source : Eurostat 

In 1995, the GDP of the Union as a whole worked out 

at 6438.6 Mrd ECU compared with 5539.6 Mrd ECU 

for the USA and 3907.7 Mrd ECU for Japan. 

The share of the GDP of the Union (in PPS) in the 

world­GDP, which was about 22% in 1990 fell to 20.8% 

in 1995 whereas the share of the USA (21.4% in 1995) 

remained fairly stable. The share of Japan was about 

8% in 1995. 

Within the Union, Germany had the highest GDP 

(1846.3 Mrd. ECU), representing about 28.7% of the 

GDP of EUR 15. 

Four EU­economies (Germany, France, Italy and the 

United Kingdom) accounted for nearly 73% of the total 

GDP of the Union, while at the other end of the scale 

the five countries (Greece, Ireland, Luxembourg, 

Portugal and Finland) contributed only about 4.9% to 

the total GDP of the Union. 

Concerning per capita data, it is Luxembourg which 

has in 1995 the highest level (31860 ECU) while 

Greece and Portugal, with 8150 and 7800 ECU 

respectively fall below the Union's average (17260 

ECU) (see table 1.2.3) (A more detailed analysis of 

GDP per head, in particular in PPS, is given in section 

I.7.3). 

The main components of GDP 

structure 

Evolution and 

Values of the main aggregates of GDP are presented 

for the years 1990 to 1995 in table I.2.4, while the 

table 1.2.5 shows for the same period, on one side the 

evolution of the main aggregates of the Union, the 

United­States and Japan and on the other side within 

the Union itself. 

Table 

I.Z3 

Β 

DK 

DH 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR15 

USA 

JAP 

Total in 

1990 

151.2 

101.7 

11822 

64.4 

387.5 

941.5 

35.4 

861.1 

8.1 

223.4 

124.7 

53.1 

106.2 

180.8 

7720 

5193.8 

4511.2 

2341.5 

1991 

159.5 

104.7 

1391.5 

70.4 

427.6 

971.7 

36.8 

931.1 

8.8 

234.8 

133.5 

61.7 

98.1 

193.5 

820.7 

5644.0 

4774.4 

2756.7 

1992 

170.7 

109.6 

15223 

73.8 

445.8 

10220 

39.4 

9426 

9.5 

248.9 

144.0 

71.1 

821 

191.4 

809.7 

58820 

4810.4 

2873.0 

GDP at current prices and exchange rates, in 

VW ECU 

1993 

179.6 

115.2 

1629.3 

76.7 

408.4 

1066.8 

40.2 

841.9 

10.8 

266.2 

155.9 

69.9 

720 

158.5 

808.6 

5900.3 

5593.7 

3653.0 

1994 

1923 

123.1 

1725.3 

80.5 

406.6 

11226 

43.8 

855.9 

11.8 

281.9 

167.1 

71.2 

822 

166.5 

860.1 

6190.7 

5827.0 

3948.8 

1995 

205.6 

1323 

1845.3 

85.4 

427.7 

1176.6 

46.8 

831.4 

13.0 

3024 

178.4 

77.0 

96.4 

175.2 

844.0 

6438.6 

5539.6 

3907.7 

ECU 

ECU per capita 

1990 

15190 

19790 

18690 

6340 

9950 

16590 

10100 

14950 

21330 

14950 

16140 

5370 

21300 

21130 

13436 

14370 

18050 

18970 

1991 

15950 

20310 

17400 

6850 

10990 

17030 

10440 

16130 

22800 

15590 

17090 

6260 

19580 

22450 

14200 

15370 

18900 

22250 

1992 

16990 

21200 

18890 

7160 

11430 

17810 

11100 

16280 

24400 

16390 

18196 

7210 

16280 

22080 

13960 

15940 

18830 

23120 

1993 

17810 

22200 

20070 

7390 

10450 

18500 

11300 

14500 

27200 

17410 

19510 

7080 

14220 

18180 

13900 

15910 

21660 

29320 

1994 

18940 

23650 

21190 

7720 

10390 

19390 

12250 

14710 

29270 

18330 

20810 

7220 

16160 

18960 

14750 

16640 

22330 

31620 

1995 

20240 

25310 

22630 

8150 

10900 

20240 

13070 

14250 

31860 

19560 

22140 

7800 

18860 

19780 

14430 

17260 

21030 

31210 

(*) from 1991, figures include the new German Länder 

Source : Eurostat 



Table 

1.24 

Β 

DK 

D η 
GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR15 

USA 

JAP 

Private consumption 

1990 

94.5 

528 

716.4 

47.3 

241.9 

558.5 

20.7 

528.0 

5.1 

131.1 

69.1 

33.8 

55.6 

921 

486.8 

3133.7 

3.014.9 

1.357.3 

1991 

100.2 

54.4 

887.2 

51.4 

266.7 

579.0 

21.7 

575.3 

5.6 

139.5 

73.6 

40.0 

54.9 

103.1 

521.3 

3474.2 

3.207.9 

1.5729 

1992 

106.7 

57.2 

977.2 

54.9 

281.0 

611.8 

23.1 

591.7 

5.8 

149.9 

79.7 

46.3 

46.9 

103.2 

519.9 

3655.4 

3.250.7 

1.658.1 

1993 

112.3 

60.4 

1.061.3 

57.5 

257.9 

646.8 

22.7 

522.2 

6.4 

161.8 

86.7 

44.8 

41.1 

87.3 

521.0 

3690.3 

3.803.7 

2.141.4 

1994 

119.5 

66.0 

1.112.3 

60.3 

255.9 

674.9 

24.5 

530.3 

6.8 

170.5 

92.1 

45.5 

45.9 

90.3 

550.7 

3845.5 

3.950.1 

2.355.6 

1995 

126.6 

71.0 

1.187.7 

63.7 

265.6 

704.5 

25.3 

510.5 

7.3 

180.8 

98.6 

48.1 

52.4 

91.5 

539.6 

3973.1 

3.764.8 

2.350.7 

Main components of GDP, Mrd ECU 

at current prices and exchange rates 

Collective consumption 

1990 

21.7 

25.8 

143.6 

10.0 

60.4 

171.8 

5.3 

151.2 

1.1 

325 

22.2 

8.4 

22.4 

49.5 

158.2 

883.9 

767.0 

211.3 

1991 

23.6 

26.7 

178.8 

10.4 

69.1 

180.3 

5.8 

163.9 

1.2 

34.0 

24.1 

10.9 

23.7 

527 

177.0 

982.2 

827.5 

248.4 

1992 

24.9 

28.1 

196.7 

10.3 

76.2 

195.5 

6.4 

166.4 

1.3 

36.5 

26.4 

126 

20.4 

53.4 

178.8 

1.033.7 

812.5 

263.4 

1993 

27.0 

30.3 

212.2 

10.9 

71.8 

214.3 

6.5 

148.5 

1.4 

38.9 

29.7 

128 

16.8 

44.5 

177.0 

1.042.5 

921.7 

344.0 

1994 

28.8 

31.5 

212.0 

11.3 

68.6 

221.4 

7.0 

147.2 

1.5 

40.1 

31.5 

13.0 

18.4 

45.6 

185.7 

1.063.5 

926.8 

377.6 

1995 

30.6 

33.2 

225.2 

121 

70.3 

230.5 

7.2 

135.4 

1.6 

42.4 

33.7 

14.3 

20.7 

45.3 

180.4 

1.083.0 

858.9 

380.6 

GFCF 

1990 

30.7 

17.7 

247.4 

15.0 

94.7 

201.2 

6.4 

174.8 

2.0 

46.7 

30.6 

14.4 

28.7 

38.9 

150.7 

1.100.1 

778.3 

743.0 

1991 

31.0 

17.3 

319.9 

14.9 

101.7 

206.1 

6.1 

184.3 

2.3 

47.8 

33.8 

15.9 

22.0 

37.5 

139.4 

1.180.1 

757.8 

864.9 

1992 

32.6 

17.1 

351.1 

15.0 

97.5 

205.2 

6.3 

180.6 

2.2 

49.8 

36.1 

17.4 

15.1 

325 

126.9 

1.185.6 

764.6 

874.0 

1993 

32.0 

17.3 

355.9 

14.9 

81.2 

197.7 

6.0 

142.7 

2.6 

51.4 

37.8 

16.3 

10.6 

226 

120.9 

1.109.9 

906.2 

1.079.0 

1994 

33.5 

18.3 

379.1 

15.1 

80.5 

202.4 

6.6 

141.9 

2.5 

54.4 

41.4 

17.2 

12.0 

226 

127.9 

1.155.4 

981.3 

1.1325 

1995 

36.1 

21.1 

400.8 

16.2 

89.1 

211.2 

7.6 

141.3 

2.8 

59.5 

44.1 

18.8 

14.8 

25.5 

127.2 

1.216.2 

955.8 

1.1126 

(*) from 1991, figures include the new German Länder 
Source: Eurostat 

On the basis of these figures, it may be noted that the 

GDP growth observed between 1990 and 1995 in the 

Union and Japan is mainly due to the vigorous 

expansion of final consumption. Regarding the 

evolution of the gross fixed capital formation, a 

slight trend in growth may be discerned for the Union 

(+1,0%) with a negative one for Japan (­0.5%), which 

strongly contrast with that recorded for the USA 

(+17.3%). 

Contrary to Japan or within the Union, where the 

levels of growth of private and public consumption 

expenditure are fairly close, the USA has a large 

contrast between these two figures, exceeding 10 

percentage points. 

Table 

1.2.5 

Β 

DK 

D(*) 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

USA 

JAP 

Evolution of the main components of GDP 1990 ­1995, 

at constant prices of 1990, in % 

Private 

consumption 

8.1 

15.1 

7.2 

7.6 

5.5 

6.2 

14.9 

2.7 

21.8 

11.2 

11.3 

8.1 

­5.6 

­2.4 

5.4 

10.6 

10.8 

9.5 

Collective 

consumption 

5.8 

5.0 

2.0 

4.4 

13.1 

12.1 

13.9 

2.7 

23.5 

4.9 

12.8 

16.5 

­3.2 

0.1 

5.4 

9.1 

0.7 

11.0 

GFCF 

­4.9 

­1.6 

3.4 

­4.1 

­4.3 

­5.5 

6.6 

­8.4 

31.0 

5.5 

16.2 

10.5 

­42.2 

­25.8 

­8.2 

1.0 

17.3 

­0.5 

(*) Due to the break arising from German reunification in 
series, average growth of the main aggregates of GDP for 
Germany have been only calculated for 1991-95 on the 
basis of the unified Germany. 
Source : Eurostat 

Within the Union, sizeable differences among 

Member States may be noted. 

While between 1990 and 1995, the growth rates for 

private consumption expenditure were negative for 

Finland (­5,6%) and Sweden (­2,4%), six Member 

States (Luxembourg, Denmark, Ireland, Germany, 

Austria and Netherlands) show rates higher than the 

EUR 15 average. By contrast, in each of the other 

states, growth rates were comparatively modest and 

vary between +2.7% (Italy) and +8.1% (Belgium and 

Portugal). 

Differences between Member States also appear 

when comparing growth rates for collective 

consumption expenditure. The majority of Member 

States have growth rates lower than the EUR 15 

average. However, they occur at different levels. For 

instance, Finland which is the only State to record a 

negative rate (­3.2%), may be distinguished from 

Sweden whose rate is around zero or even from Italy 

whose rate is just under 3%. By contrast, Greece, 

Netherlands, Denmark, United Kingdom and Belgium 

show higher rates but do not exceed 6%. 

Comparison between rates of gross fixed capital 

formation within Member States also shows during 

the same period certain differences in evolution. 

In fact, while a clear withdrawal of investment from 

Finland may be observed (­42.2%), Luxembourg 

records a contrasting growth rate of +31.0%. It may 

also be noted that on the whole Member States have 

lower rates than the EUR 15 average, ranging 

between ­8.4% for Italy and ­1.6% for Denmark 

(excluding Finland and Sweden which showed 

considerably more negative rates). 



The main aggregates in percent of GDP 

Table 1.2.6 describes, through the main aggregates, 

the structure of GDP as it stood in 1985 and as it is in 

1995. 

Table 

1.2.6 

Β 

DK 

DC) 
G R 

E 

F 

IRL 

I 

L 

N L 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

U S A 

J A P 

Main a 

Private 

consumption 
1985 

65.4 

54.8 

63.4 

68.6 

64.1 

60.8 

59.9 

61.5 

65.4 

59.4 

57.5 

70.7 

54.5 

51.2 

60.9 

61.3 

64.7 

58.9 

1995 

61.6 

53.7 

64.3 

74.6 

62.1 

59.9 

54.0 

61.4 

55.9 

59.8 

55.2 

62.4 

54.4 

52.2 

63.8 

61.7 

68.0 

60.1 

g g reg ates, In % of GDP 

Collective 

consumption 

1985 

17.2 

25.3 

13.6 

14.7 

14.7 

19.6 

18.4 

16.5 

13.3 

15.8 

18.9 

15.9 

20.2 

27.9 

21.1 

17.8 

17.3 

9.6 

1995 

14.9 

25.1 

12.2 

14.2 

16.4 

19.6 

15.4 

16.3 

12.5 

14.0 

18.9 

18.5 

21.5 

25.9 

21.3 

16.8 

15.7 

9.7 

GFCF 

1985 

15.6 

18.7 

19.5 

23.7 

19.2 

19.3 

18.9 

20.7 

16.0 

19.7 

22.6 

21.8 

23.9 

19.3 

17.0 

19.3 

20.1 

27.5 

1995 

17.5 

16.0 

21.7 

19.0 

20.8 

18.0 

16.3 

17.0 

21.5 

19.7 

24.7 

24.4 

15.4 

14.5 

15.0 

18.9 

17.3 

28.5 

(*) from 1991, the figures include the new German Länder 
Source : Eurostat 

In 1985 and 1995, private consumption 

expenditure in percent of GDP is higher in USA 

than in the Union or Japan. In ten years, the share of 

household consumption of the Union has virtually 

stagnated around 61% of GDP. 

Among the Member States, it is interesting to note 

apparent changes in the structure of GDP. In 1985, 

for instance, Portugal was the only State which shows 

a share of household consumption higher than 70% 

of GDP. However in 1995, in recording a lower share 

by almost eight points, this country is now ranked 

after Greece which, with a rate of 74,6% became the 

State where private consumption is the most 

elevated. 

In comparison with the structure which was prevailing 

in 1985, the number of Member States under the 

EUR 15 average has slightly increased in 1995. 

Moreover, it is Greece and the United Kingdom which 

have seen the strongest increases in private 

consumption expenditure (by +6 points and 2.9 points 

respectively). 

By contrast, Luxembourg and, to a lesser extent 

Portugal, Ireland and Belgium have recorded a 

downward trend in growth ranging between 4 and 10 

percentage points. In all other Member States, the 

share of private consumption in GDP has hardly 

varied (between ­2 and 1 points). 

In 1985 and 1995, it is the Union, closely followed by 

the USA, which has the highest share in GDP of 

collective consumption, while in Japan, this share 

does not reach 10% of GDP. 

On the whole, it should be mentioned that the general 

tendency is downwards: indeed, the share of 

collective consumption in GDP loses ground not only 

in the Union where it drops by one point in ten years 

(going from 17.8% in 1985 to 16.8% in 1995), but 

also in the USA where it falls by 1.6 points, dropping 

from 17.3% in 1985 to 15.7% in 1995. Only in Japan 

may a slight increase of 0.1 point be discerned. 

The largest shares have been recorded in Sweden, 

both in 1985 and 1995, (27.9% and 25.9% 

respectively). 

As far as the share of the gross fixed capital 

formation in GDP is concerned, it may be observed 

that the Union has both in 1985 and 1995 a structure 

closer to that of the USA than that of Japan. Capital 

formation represents approximately 28% of the GDP 

in Japan while in the Union and USA, it only just 

exceeds 19% and 20% of GDP respectively. 

Within the Union, significant differences between 

countries may be distinguished. Thus, until 1995 eight 

countries (Denmark, Greece, France, Ireland, Italy, 

Finland, Sweden and the United Kingdom) 

experience a drop compared to 1985 rates, while in 

six other Member States (Belgium, Germany, Spain, 

Luxembourg, Austria and Portugal), an increase in 

the share of capital formation of GDP may be 

observed, of which the highest was recorded by 

Luxembourg (+5.5%). 

1.2.2 Economic cycle 

Short­term trends for the Union, the USA and 

Japan in 1995 ­ in relation to the period 1990­1994 

For the European Union as a whole, the growth of 

GDP in 1994 was mainly driven by rising exports 

followed by a fast upturn in investment; 1995 brought a 

general decline in growth rates, mainly concentrated in 

the second half of the year. 

Private consumption remained relatively weak all 

through 1995 especially during the last two quarters. 

After rising in the first quarter (+3.1%), exports 

remained virtually stationary at 1994 levels. 

Having peaked in the fourth quarter of 1994, 

investment showed substantially positive growth rates 

in the short term, although the overall trend was 

downwards, particularly in construction activity. 

Consistent drawing on stocks contributed to the 

braking of the short­term recovery recorded in 1994. 

In the United States, the healthy increase in GDP 

observed for over four years continued at slightly more 

modest rates. The slowdown, augmented by the 

running down of stocks which pared 0.4% off the 

growth of GDP, was felt in both private consumption 

and investment. Particularly plant and equipment, 

ensured that investment continued to be the most 

dynamic component of demand. 

The GDP grew by 0.1% at the second quarter 1995 

also due to weak growth rates in the automobile and 

construction sector. 



Table 

1.2.7 

EUR15(1) 
USA 
JAPAN 

EUR15(1) 
USA 
JAPAN 

EUR15(1) 
USA 
JAPAN 

EUR15(1) 
USA 
JAPAN 

EUR15(1) 
USA 
JAPAN 

EUR15(1) 
USA 
JAPAN 

Quarterly variations in 1995 of GDP aggregates for the 
the United States and Japan, in % 

Quarterly variations compared with 
the previous quarter 

U QJ Q3 J Q4 

European Union, 

Quarterly variations compared with 
the same quarter of the previous 

year 
¿H | 05 Û1 Q4 

GDP 
0.78 
0.15 
0.12 

0 28 
0.12 
0.64 

0 57 
0.88 
0.57 

-0.24 
012 
1.17 

3.47 
3.03 
0.12 

2.65 
1.94 
0.31 

2.34 
1.94 
0.25 

1.40 
1.27 
2.52 

Private Consumption 
0.44 
0.19 
0.09 

0.85 
0.84 
0 72 

0 05 
0.69 
1.16 

0.24 
0.30 
0.63 

1.55 
2.54 
0.74 

2.30 
2.49 
1.78 

1.63 
2.55 
1.41 

1.60 
2.03 
2.62 

Collective Consumption 
-0.56 
-0.44 
4.18 

0.63 
0.00 

-1.18 

0.40 
-0.16 
0.25 

0.21 
-0.76 
-0.38 

0.30 
0.42 
3.48 

0.34 
0.63 
0.50 

1.17 
-0.83 
0.88 

0.68 
-1.36 
2.82 

GFCF 
1.57 
1.83 

-0.52 

-0.13 
-0.07 
1.17 

0 20 
1.24 
1.05 

-0.41 
0.40 
4.47 

5.26 
7.66 

-1.36 

4.26 
5.75 

-2 26 

3.22 
4.54 

-0.20 

1.23 
3.44 
6.24 

Exports (including ¡ntra-EUR 15) 
3.12 
0.64 

-0.04 

0.63 
1.12 
4.21 

0.06 
1.94 

-1.60 

0.47 
2.66 
1.26 

10.25 
11.08 
5.09 

imports (including intra-E 
0.80 
2.11 
1.94 

1.01 
1.86 
4.25 

0.86 
0.25 
3.02 

034 
0.34 
6 45 

7.31 
11.92 
11.02 

7.88 
8.52 
6.85 

5.93 
7.49 
4,46 

4.31 
6.50 
3.78 

UR15) 
7.18 
9.15 

12.36 

6.08 
6.60 

13.74 

3.04 
4.62 

16.54 

(1) Countries with 
UK, A, FIN, S); for 
Source : Eurostat 

quarterly national accounts (DK, D, E, NL, 
all other countries : Eurostat -estimation 

Thereafter, in the third quarter, output was again borne 
up by increasing exports to Canada and Mexico. 

The end of the year brought another downturn. While 
GDP grew by 0.1% on the previous quarter, it was 
mainly hampered by poor demand from households 
and weak tertiary activity. Stagnant private 
consumption, growing a mere 0.3%, was offset by 
sudden export gains (+2.7%) and rising investment 
(+0.4%). 

Apart from the excellent results achieved in the last 
quarter of the year, the upturn in the Japanese 
economy was precarious throughout 1995. The 
previous period of expansion, from the first half of 1987 
to the end of 1991, was followed by a severe 
recession. The economy continued to stagnate in 
1995, and suffered greatly in the first half of the year 
from external events. 

Figure I.2.3: GDP growth rates compared with the same 

quarter of the previous year, 1991-1995, in % 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 0.3 Q4 Q1 Q2 Q3 Q4 

..EUR 15 „,»_USA 

Source : Eurostat 

Private consumption barely grew in the first half of the 
year (+0.1% and +0.7% respectively in the first and 
second quarters) under the combined assault of rising 
unemployment, flagging confidence and increased 
saving. Private investment only revived in the latter half 
of 1995, and more particularly in the last three months 
of the year (+4.5%) (table 1.2.7 and figures I.2.3 and 
I.2.4). 
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The economic situation in the Member States in 
1995 

The recovery from the recession of the early 1990s, 
which began back in the second half of 1993, faltered 
in 1995, and lower real growth rates were observed for 
the Union as a whole. 

In Germany, sluggish investment, rising by only 1.5% 
before falling off in both equipment and construction in 
the second half of the year, was compounded by 
plummeting exports and dwindling market growth 
compared with 1994. Activity was depressed in the 
final quarter of the year by the effect of the fall in 
domestic demand. 

In France, the slowing down of activity in the second 
half of the year (GDP grew by 0.1% in the third quarter 
and fell by 0.4% in the fourth quarter) was reflected by 
a decline in exports of 1.4% and 1.0% in the last two 
quarters of 1995. Both private consumption and 
investment dwindled in the last three months. 

1995 was a good year for the Italian economy, 
although growth slowed decidedly in the last quarter. 
Companies reported an unwelcome growth in stocks of 
finished products in the latter half of the year, and 
efforts to dispose of these contributed to the 
contraction in GDP in the fourth quarter (-0.9% in the 
short term) and brought imports to a standstill. 

While exports rose by 11.6% on average, the third and 
fourth quarters brought downturns. The trend in private 
consumption was to low-level growth of less than 2% 
for the whole year with a downturn in absolute terms in 
the last quarter (-0.1%). 

Investment was the greatest spur to domestic demand, 
with most activity concentrated in machinery, while 
construction continued to suffer from uncertainties. 

In the United Kingdom, the favourable cycle observed 
for over four years continued in 1995, albeit at less 
dynamic rates than those of past years because of 
reduced foreign demand, penalised by waning oil 
exports and reduced private consumption. 
Short-term growth in GDP and private consumption 
were close to 0.5% for the whole of 1995 but 
investment showed marked cutbacks in the second 
and third quarters (-0.8% in the short term). 



The Spanish and Dutch economies thrived in 1995. 
Both touched the bottom of the previous cycle in the 
second quarter of 1993, around three years after the 
previous peak. In both countries, expanding domestic 
demand kept imports high. 

In 1994, growth was consistent, borne up by external 
demand, rising by 2.1% for Spain and by 2.7% for the 
Netherlands. The 1995 figures show increases of 3.0% 
and 2.4% respectively for these two countries. 

In Spain, external demand held firm. The driving power 
behind internal demand, as consumption continued to 
stagnate, was investment, with clear increases in 
investment in construction, machinery and vehicles. 

In the Netherlands, consumption rose throughout the 
year at more sustained rates close to or above the 
2.0% trend. After a positive first quarter, investment fell 
(by -3.1% and -2.0% in short-term rates in the third and 
fourth quarters). 

Having reached a peak in early 1986, the Danish 
economy experienced fairly measured real expansion 
in the whole period from 1987 to 1993. The lowest 
point came between the second and third quarters of 
1992, around one year before most of the countries of 
the Union. Growth only began to consolidate from the 
third quarter of 1993. The results obtained in 1995 
show growth at 2.6%, well below the 4.4% recorded in 
1994. 

The surge in exports petered out after a broadly 
positive first quarter. The trend in investment has been 
in double figures all year, particularly in plant and 
equipment; there was also comparatively strong growth 
in construction, at more than 8.0% on average. 

In Austria, as in most economies of the Union, GDP 
contracted in the second half of 1995 (-0.4% and -0.1% 
in the short term on the third and fourth quarters), 
bringing overall growth for 1995 to levels of 1.8%, 
considerably lower than the 3% recorded for 1994. 

Domestic demand, from consumers and investors, 
pushed growth rates into decline in the latter half of 
1995, and investment in building declined most, with 
growth averaging only 0.2%. Private consumption in 
the second half of the year produced trend rates 
around one percentage point down on those for the 
first half. Exports also suffered, with short-term falls in 
the first and third quarters (-0.9% and -0.4% 
respectively). 

Finland and Sweden recorded consistent real growth 
but, yet again, the last quarter brought reduced activity 
in the short term. In Finland, rising exports, which led 
the way out of the previous crisis, stayed in double 
figures in the first half of the year and then fell to 2.7% 
and 2.2% in the third and fourth quarters. 

Private consumption increased, in manifest recovery 
from the second half of 1994 onwards, and grew by 
4.2% in 1995 with trend rates in excess of 4.0% in the 
middle two quarters. The recovery was mainly 
investment driven, with growth rates in the first quarter 

in excess of 15.2% settling for the rest of the year at 
5.0%. 

Strong growth in Sweden was for the greater part 
fuelled by exports, with consistent growth in the period 
from January to September stimulating industrial 
output. Investment rates rose gradually from 6.5% in 
the first quarter to 13.5% in the last, consumption 
staying low throughout the year. 

Belgium, Greece and Portugal enjoyed real growth, 
which settled at levels of approximately 2.0%. In 
Belgium, expansion was hampered by low household 
consumption in real terms (up 1.4%) and investment, 
particularly in construction (+1.8%). 

In Greece, real GDP improved on 1994, mainly on the 
strength of external demand. Private consumption 
suffered from scant growth in real incomes, but 
remained low (+1.6%) while investment increased by 
6.3%. 

In Portugal, where exports brought the end of the 
recession in 1994, expansion was mainly driven by 
investment, and finished up 3.6% overall. 
Ireland sustained its dynamic performance from 1994. 
At 8.6%, GDP growth was the highest in the whole 
Union. In a departure from the past, when growth was 
sustained by net exports, investment flourished in 1995 
(+12.2%), as did private consumption (+3.5%). 

Lastly, the Luxembourg economy responded well to 
growing domestic demand and rising exports. Private 
consumption, stimulated by rising salaries, rose by 
2.4%, and investment by 6.0%. 

The growth trend and the cycle of the Union since 
1980 

Although alternating periods of expansion and 
recession were more evident in the 1970s than 
subsequently, the average rate of growth in the 
European Union was relatively more marked in the 
period 1971-1980 (figure I.2.5). The disparity in the 
dynamics of expansion between the two sub-periods 
was clear in all the countries of the Union except the 
United Kingdom, Luxembourg and, although less 
clearly so, Germany, but it was particularly evident for 
the economies characterised by lower initial levels of 
GDP, which became more close to the average of the 
Union. 

In the last fifteen years, the cyclical development of the 
European Union was characterised by an initial 
process of decline to the trough reached in the second 
half of 1982. There followed a long period of expansion 
(1983-1987) beginning modestly, then becoming much 
more vigorous and dying out after approximately eight 
years, corresponding to the second half of 1990. 

The more recent phases of economic problems lasted 
approximately three years, bottoming out in the second 
quarter of 1993. From the beginning of the downturn to 
the subsequent move out of recession, the process 



took five quarters less than the cycle of the early 

1980s, when the period of decline was less acute. 

F i g u r e 1.2.5: A v e r a g e G D P growth rates of the 
U n i o n , USA and J a p a n for the years 1971­1980 

and 1981­1995, in % 
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the first period, the line representing equal growth in both 

periods. 

Source : Eurostat 

The interdependence of the Member States 

The interdependence of the Union's economies, which 

developed partly as a result of a spontaneous trend 

towards the "internalisation" of trade between the 

Member states, intensified throughout the period from 

the early 1970s to the present time. Apart from making 

the economies more vulnerable to shocks from outside 

the domestic economy, it has contributed to a 

substantial degree of alignment between the medium 

and long term rates of development of the various 

economic systems. The cross­correlations of the 

growth rates of real GDP calculated in the 1971­1995 

period reveal, however, the existence of blocs of 

countries which are more inter­related. The following 

groups in particular are apparent : 

­ a first bloc of countries comprising the economies of 

Germany, the Netherlands, Belgium, Luxembourg 

and Austria, whose respective growth rates are 

strongly inter­related, with average cross­

correlations of around 0.7; 

­ a second bloc comprising the economies of France, 

Italy and Germany, with cross correlations of an 

average value of just below 0.6; 

­ a third group consisting of Spain, Greece and 

Portugal, which are "moderately" inter­related with 

the other economies of the Union (with average 

cross­ correlations with the other Member states of 

between 0.4 and 0.5) and with each other (0.4); 

­ a fourth group comprising Ireland, Denmark and the 

United Kingdom and including also Finland and 

Sweden are largely peripheral to the Union's growth 

of GDP with correlations of frequently less than 0.3. 

Until 1990, the short­to­medium­term performance of 

the Union was close to that of the United States, 

although it then diverged noticeably in the final four 

years. Japan, at least until late 1987, did not show any 

striking cyclical movements but it then followed a 

growth path substantially similar to that of the 

Community average. 

Within the Union, Italy, Germany and the United 

Kingdom reached the trough of the cycle in the second 

half of 1982, followed a few months later by the 

Netherlands and Spain, and preceded by 

approximately one year by the Danish economy. 

France ran counter to the trend and had the advantage 

of a negative growth difference on its main European 

partners. 

In Austria, Finland and Sweden the cycle bottomed out 

in 1981. The contraction was particularly marked in 

Austria and Sweden, while the Finnish economy 

continued to record positive growth rates in spite of the 

dip. 

The subsequent contraction for Austria, where the 

cycle was largely synchronous with the average for the 

Union, came in 1992­1993, whereas Finland and 

Sweden went through this at least two years earlier. 

In Finland, the contraction of economic activity followed 

immediately on the collapse of exports to the Soviet 

Union after 1989; in Sweden, the economy stagnated 

after heavy expansion in the period 1984­1989. 

The economic situation from 1983 to the end of 1986 

was heterogeneous. In Germany this period continued 

until mid­1989 when ­ in the wake of the process of 

unification ­ it was followed by an expansion, 

culminating in early 1991. In Denmark, the recovery 

gained ground over the three years 1984­1986. 

The subsequent period of expansion reached its 

apogee between late 1990 (Holland and Spain) and the 

first half of 1991 (Italy and Germany). The United 

Kingdom had reached that point two years earlier. 

I.2.3 Global demand 

The course of domestic demand 

For the Union as a whole, a combination of factors 

accounted for the slackening of domestic demand in 

the wake of the period of strong expansion in 1994. 

The slowdown had its main roots in a physical process 

of drawing on stocks. 

Following 2.5% growth in 1994, domestic demand in 

the Union rose by 2.1 % overall in 1995. In real terms, 

its contribution to the growth of GDP, net of changes in 

stocks, came to 1.9%; stocks contributed 0.1% (as 

opposed to 0.9% in 1994). Of the components of 

demand, private consumption grew by 1.8% in 1995, 

as against 1.6% in 1994; collective consumption rose 

by 0.6%. 

Total investment rose by 3.4%; as in 1994, the greatest 

factors in this growth were equipment and transport 

(+6,3%), while construction contributed considerably 

less (+1.5%). In 1994, capital expenditure expanded by 

2.5% in all. 
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In the United States, domestic demand grew by 2.1% 

in 1995, approximately two points less than the year 

before. The slowdown in activity, accentuated by heavy 

drawing on stocks, affected consumption (private 

consumption rose by 2.4%, as opposed to 3.0% in 

1994 and collective consumption contracted by 0.3%) 

and investment, with growth rates close to those for the 

period 1992­1993. As in the Union as a whole, the 

most dynamic factor was also here investment in 

equipment and transport (+8.7%). 

Japan saw the end of the period of stagnant domestic 

demand which had lasted since 1992. In 1995, growth 

was 1.6%, matching that in private consumption, while 

collective consumption rose by 2.0%. 

After three consecutive years of contraction, 

investment recovered slightly (0.8%) by virtue of 

expansion in equipment and transport (2.9%) offsetting 

marked contraction in construction (­6.0%) (see table 

I.2.8). 

1995, while real unit labour costs fell further, for the 

fourth year in succession (table I.2.9). 

Table 

I.2.8 

Domestic demand 

Private consumption 

Collective consumption 

GFCF 

­ Construction 

­ Equipment and transport 

Domestic demand 

Private consumption 

Collective consumption 

GFCF 

­Construction 

­ Equipment and transport 

Domestic demand 

Private consumption 

Collective consumption 

GFCF 

­Construction 

­ Equipment and transport 

Variation of domestic demand 

at constant prices 1990, 

1992 1993 | 1994 

i n % 

1995 

EUR15 

1.0 

1.8 

1.7 

­1.0 

­1.9 

­0.3 

1.1 

­6.8 

­2.7 

­10.3 

2.5 

1.6 

0.2 

2.5 

2.8 

3.0 

2.1 

1.8 

0.6 

3.4 

1.5 

6.3 

2.8 

2.8 

­0.1 

5.2 

3.0 

2.8 

­0.1 

5.1 

3.4 

7.0 

Ja| 

0.4 

2.1 

2.0 

­1.5 

0.1 

1.2 

2.4 

­2.0 

2.4 

­10.2 

4.0 

3.0 

0.2 

7.9 

5.7 

10.3 

2.1 

2.4 

­0.3 

5.3 

2.2 

8.7 

san 

0.8 

1.8 

2.2 

­1.0 

9.1 

­6.0 

1.6 

1.6 

2.0 

0.8 

­6.0 

2.9 

Source : Eurostat and European Commission 

Investment 

As of early 1995, the indications from the monthly 

surveys of Community businesses began to show the 

reversal of 1994's strong growth trend (figure 1.2.6). 

The continuing upturn in the level of total orders and 

the consequent scaling­down of production plans did 

not, however, present average investment for the year 

outstripping 1994. In average terms for the year, 

however, the business survey pointed to expansion 

following contraction which proved more gradual than 

the previous period of expansion. 

While the plant utilisation rate in the manufacturing 

sector fell in the second half of the year, it was more 

than three points up on 1994 (83.0% as against 79.6%) 

and more than one point up on the long­term average 

(81.9%). Labour productivity subsequently rose in 

Figure 1.2.6: Variation rates of GFCF compared 

with the results of business surveys on 

enterprises in the Union 
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Source : European Commission 

Table 

I.2.9 

1991 

1992 

1993 

1994 

1995 

Evolution of some determinants of GFCF ­ variation 

rates compared with the ρ 

Profits 

­0.8 

0.9 

­1.3 

8.1 

2.6 

Long­term 

interest rate 

(%) 
10.2 

9.8 

8.0 

8.2 

8.4 

evlous year EUR15, In % 

Real unit 

labour costs 

0.0 

­0.2 

­1 

­2.5 

­1.1 

Labour 

productivity 

1.4 

2.4 

1.3 

3.1 

2.0 

Source : European Commission 

Table 

1.2.10 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

Changes in GFCF in the Member States ­ 1995, In % 

Total 

2.7 

11.0 

1.5 

6.3 

8.4 

2.8 

12.2 

5.9 

6.0 

4.9 

2.3 

3.6 

8.1 

10.6 

­0.7 

Construction 

1.8 

8.2 

1.3 

2.1 

7.0 

0.3 

13.6 

0.5 

5.1 

2.0 

0.2 

5.5 

1.3 

­3.1 

­2.1 

Equipment 

4.0 

13.0 

2.4 

11.5 

11.0 

6.5 

10.0 

11.5 

7.3 

9.0 

6.1 

3.0 

21.3 

28.5 

1.0 

Source : Eurostat 

In the face of modest growth or even contraction in 

overall investment in certain countries of the European 

Union (Belgium, Germany, France, Austria and the 

United Kingdom), fixed assets or capital expenditure 

made a comparatively strong contribution to the total 

growth of GDP in Denmark, Spain, Ireland, Finland and 

Sweden. 

By contrast with 1994, growth was driven everywhere 

other than in Portugal and Ireland by the remarkable 

dynamism of equipment, while construction growth fell 

behind, some times more than five points. 
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Private consumption 

Private consumption also showed growth mirroring that 

of the main indicators of the short­term survey of 

households in the Union. The change in private 

consumption, while for the better, was still modest in 

virtually every Member State of the Union (see table 

1.2.11 and figure I.2.7). 

Figure 1.2.7: Variation rates of private 
consumption compared with the results of 

opinion polls of consumers in the Union 

1995 

ι Privateconsumption 

­ ? i — Consumer confidence indicator 

• Generai economicsituation (over last 12 months) 

­ B — Financial situât ¡on of households( over last 12 months) 

Note: on the vertical axis, the left scale refers to the variation 

rates of private consumption while the right scale refers to 

the results of the opinion polls. 

Source : European Commission 

Table 

1.2.11 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

Changes in private and collective consumption In the 

Member States ­1995, In % 

Private consumption 

1.4 

2.3 

1.9 

1.6 

1.8 

1.8 

3.5 

1.2 

2.4 

2.1 

1.9 

1.0 

4.2 

0.3 

2.3 

Collective consumption 

0.6 

0.2 

1.1 

1.4 

0.9 

0.9 

3.0 

­0.5 

2.3 

0.5 

2.1 

2.4 

1.1 

­2.3 

0.9 

Source : Eurostat 

Particularly in the countries where the growth in private 

consumption was below the average for the Union 

(Belgium, Greece, Italy and Sweden). 

External demand 

The rapid growth of exports helped most of the 

countries of the European Union to overcome the 

economic problems of the early 1990s. 

As far back as 1993, exports of goods began to make 

gains, stimulated by increased output on traditional 

export markets (North America, South­east Asia, 

Japan, China and Latin America) as well as consistent 

increases in market shares. 

Figure i.2.8: Contr ibut ion to the growth of GDP 
of the balance of the external trade of goods 

and services, EUR15, 1985­1995 

1955 19Θ6 1987 1968 1989 1990 19 91 1992 1993 1994 199S 

Source : Eurostat 

In 1995, demand from third countries continued to play 

an important role in sustaining the economic activity of 

the Union. The continuing growth in world trade (+8.8% 

in 1995 as against +9.2% in 1994) and a slight 

reduction of the terms of trade for the EU as a whole 

(­0.4%) boosted Community exports. 

Figure 1.2.9: Contribution to the growth of 
GDP of the balance of external trade of 

goods and services, 1995, in % 
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Source : Eurostat 

The contribution of the balance of external trade to the 

growth of GDP was 0.5% for the Union as a whole 

(0.4% in 1994 and 1.4% in 1993), with solid 

performances from France, Ireland, Italy, the United 

Kingdom and Sweden. In the USA and Japan, on the 

other hand, this balance still made a negative 

contribution (see figures 1.2.8 and 1.2.9). 

The trend in intra­EU trade 

Data on the trend in ¡ntra­Community trade in goods 

show a dip in 1993, followed by a marked upswing in 

trade patterns between Member States in the period 

1994­1995. The value of exports for EUR 12 increased 

by 10.3%, as against 12.6% in 1994. 

Wth the sole exception of Belgium/Luxembourg and 

the Netherlands for imports, every country in the Union 

increased the share of intra­Community imports and 

exports in its GDP in 1995. 

For the Union as a whole, this share rose by around 

one half of a percentage point for both flows, 

contributing to growing production and improved 

business confidence, and full advantage was taken of 

the marked acceleration in foreign orders in 1994 and 

1995. 
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The intrastat-system 

Statistics on trade between the Member States are 
based on Council Regulation (EC) No 3330/91 of 7 
November 1991 and on the various implementation 
regulations which have supplemented it or laid down 
rules on methodology, thresholds and forms. The 
system set up for the collection of information on trade 
between the Member States as from 1 January 1993 is 
commonly known as Intrastat. Its main features are: 

- monthly statistical declarations sent directly by 
businesses to the competent national authorities; 

- a system of thresholds abolishing all statistical 
formalities for almost two thirds of businesses; 

- a close link with the tax system. 
With the introduction of this new system, the 
comparability of intra-EU results before and after 1 
January 1993 is limited, owing to a degree of under­
estimation of flows. This is because of some 
businesses' failure to respond and the introduction of 
thresholds which exclude the smallest businesses. To 
correct this under-estimation, which varies according to 
the Member State, some countries make adjustments 
at an aggregate level (in general by partner country). 
Arrivals, i.e. imports from other EU countries, are 
particularly under-estimated. Consequently, Eurostat 
considers dispatches now to be the most reliable 
gauge of intra-EU trade. 

In the period 1993-1995 percentage imports increased, 
even if only gradually for France, the Netherlands and 
Spain, while Germany's contracted by one percentage 
point. Export shares remained virtually unchanged, 
increasing only for the Netherlands and decreasing 
only for Spain. 

These shifts were accompanied by exchange rate 
movements, so that some of the countries with a 
traditional surplus in intra-EU trade 
Belgium/Luxembourg, Germany, Ireland and the 
Netherlands - saw their trade surplus grow significantly. 

Over the same three-year period there were 
considerable changes in the patterns of trade by type 
of product, as purchases of manufactured goods 
gained ground at the expense of trade in raw materials. 

The contribution to the growth of nominal GDP 
provided by the intra-Community balance of trade in 
1995 was positive for Belgium/Luxembourg, the 
Netherlands, the United Kingdom and Ireland, while it 
was negative, if modestly so, for France, Denmark and 
Spain. 

1.2.4 External trade 

Extra-EU trade 

In 1995 the European Union's (EUR 15) trade surplus 
with the rest of the world amounted to ECU 24 Mrd, 
up from 6 Mrd in 1994. Export flows to Non-Member 
States totalled ECU 570 Mrd, up by 9.1% compared 

with 1994, and import flows stood at ECU 546 Mrd, a 
rise of 5.7%. 

The growth in these flows was below the levels 
recorded in 1994, which stood at 10.3% for exports 
and 9.2% for imports. In the case of imports, this is 
explained by a level of activity within the European 
Union in 1995 that was more subdued than in the 
previous year. The slowdown in exports of the Union 
can be explained by more contained growth in the 
United States, even though growth in Japan was 
rising (see table 1.2.12 and figure 1.2.10). This pattern 
was in line with the slowdown affecting world trade 
during the year (up by 8% in volume terms in 1995, 
compared with 9.5% in 1994, according to WTO 
figures). 

Table 
1.2.12 

1991 
1992 
1993 
1994 
1995 

Growth of GDP, 1990 prices 
EUR 15 U.S.A. Japan 

3.4 
1.0 

- 0.6 
2.8 
2.4 

- 1.0 
2.7 
2.2 
3.5 
2.0 

4.0 
1.1 

0.1 
0.5 
0.9 

Source: Eurostat 

Figure 1.2.10 : The Extra-EU trade (EUR 15) 

Imports ι Exports 

Source : Eurostat 

External trade data 
The data used in analysing external trade are derived 
from customs declarations for trade with non-member 
countries and from Intrastat declarations for trade 
between the Member States. The comments relate 
solely to trade between the European Union as a 
group and its partners outside the Union. It is 
assumed that the discrepancies in the trade statistics 
on intra-Community trade do not affect the statistical 
data relating to non-member countries. 

The data used are slightly different from those used in 
the national accounts (e.g. goods for the provisioning 
of means of transport are not considered). However, 
these differences are of minor importance and do not 
affect the overall picture. 
Figures are expressed CIF for imports and FOB for 
exports. 
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Germany: leading exporter 

The Member States' percentage shares of extra-

Community trade in 1995 generally matched the 

figures for the previous year (see figure 1.2.1). 

Germany remained by far the European Union's 

leading exporter to the rest of the world with 29.3% of 

dispatches, ahead of France (15.3%), Italy (13.9%) 

and the United Kingdom (12.8%). When imports are 

considered, the order is slightly changed, with 

Germany (25.7%) ahead of the United Kingdom 

(17%), France (13.4%) and Italy (11.3%). 

The Member States running the largest trade 

surpluses with the rest of the world were Germany 

(ECU 26.7 Mrd), Italy (14.7 Mrd), France (14.3 Mrd) 

and Sweden (10.2 Mrd). The results for the United 

Kingdom and the Netherlands, on the other hand, 

showed clear deficits in their trade with Non-Member 

States, with figures of ECU 21 Mrd and 20 Mrd 

respectively. For every Member State, apart from the 

Netherlands, the trade balance with the rest of the 

world improved or remained practically unchanged in 

1995. 

In the case of products imported from third countries, 

which were cleared in a country (A) in a Member 

State and then reexported to another Member State 

(B), Eurostat is taking into account an import from A 

and an export from A to B. Concerning the 

Netherlands and Belgium, this will artificially increase 

the imports from the rest of the world and the exports 

to the European Union, which explains in part the size 

of their surplus vis à vis the Union and their deficits 

vis à vis the third countries. 

Trade by major partners 

The data by partners treated hereinafter refer to the 

EUR 12 Member States only, without the three new 

Member States for which data were not available 

when this report was drafted. 

The industrialised nations' share of the Union's 

exports continued to shrink in 1995, falling below 

51% (see table 1.2.13 and figure 1.2.12). The United 

States is relatively less important than it was ten 

years ago, with its share falling from 22.6% to 15.8% 

over the period, and in absolute value terms the 

figure for 1995 was even down compared with 1994. 

At 5.1%, exports to Japan regained the levels they 

reached between 1989 and 1992, and in the case of 

the EFTA countries (22.5%) the figure was back at its 

1985 level. 

The developing countries took 35.8% of the Union's 

dispatches to the rest of the world in 1995, with 

steady progress shown by the dynamic Asian 

economies (DAEs), whose markets have doubled 

their share of EU exports in the last ten years, to the 

detriment of the ACP and Mediterranean countries, 

which have seen their share fall from 16.9% to 

11.5%. 

The exports of the Union to China (2.2%) and the CIS 

(3%) have stagnated for the last three years. As for 

the opportunities offered by the Central and Eastern 

European countries (CEECs), their share of EU 

exports has increased fourfold since 1988 to reach 

8.1%. 

Figure 1.2.11: Share of the main Member States in 

the Extra-EU trade in 1995. in % 

P 0,61% 

GR 0,63% 

IRL 1,56% 

DK 2,19% 

FIN 2,32% 

A 2,67% 

D 29,29% 

F 15,30' 

NL 5,47% 

UEBL 5,49% 

UK 12,77% 

Exports 

D 25,70' 

GR 1,10% 
Ρ 1,19% 
FIN 1,41% 

IRL 1,59% 
DK 1,80% 

A 2,14% 
64% 
4,95% 

UK 17,01% 

UEBL 6,27% 

I 11,29% 

F 13,36% 

Imports 

Source: Eurostat 

Figure 1.212: Exports of the EU, shares in % (Eur 12) 

α Other countries 

■ URSS/aS 
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α - Other develop, dries 
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Source: Eurostat 
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Table 

1.2.13 

Total extra­EU 

Industrialised countries 

­USA 

­ Japan 

­EFTA 

­ Other (1) 

Developing countries 

­ACP 

­ Mediterranean countries 

­ DAE (2) 

­China 

Central and Eastern Europe (3) 

USSR/CIS 

Other countries 

Exports of the European Union, shares in % (EUR 12) 

1985 

100.0 

57.6 

22.6 

2.8 

22.4 

9.8 

34.0 

5.2 

11.7 

4.4 

1.9 

2.1 

3.3 

3.0 

1986 

100.0 

60.5 

22.0 

3.3 

25.5 

9.6 

31.5 

4.8 

10.6 

4.5 

1.9 

2.2 

2.9 

3.0 

1987 

100.0 

61.7 

21.2 

4.0 

26.6 

9.9 

30.9 

4.1 

10.1 

5.3 

1.6 

2.0 

2.7 

2.8 

1988 

100.0 

61.2 

19.8 

4.7 

26.6 

10.1 

31.3 

4.2 

9.8 

6.4 

1.6 

2.0 

2.8 

2.7 

1989 

100.0 

60.2 

18.9 

5.1 

26.1 

10.1 

31.8 

3.9 

9.9 

6.7 

1.5 

2.2 

3.1 

2.7 

1990 

100.0 

60.4 

18.4 

5.5 

26.8 

9.7 

32.3 

4.0 

11.0 

7.0 

1.3 

2.3 

2.7 

2.3 

1991 

100.0 

57.2 

16.8 

5.2 

25.7 

9.5 

33.7 

3.8 

10.8 

7.7 

1.3 

3.3 

3.3 

2.4 

1992 

100.0 

55.0 

16.9 

4.7 

24.7 

8.7 

35.1 

4.0 

10.4 

7.9 

1.6 

3.6 

3.0 

3.3 

1993 

100.0 

51.3 

17.3 

4.6 

21.8 

7.5 

36.0 

3.4 

9.4 

7.6 

2.3 

6.6 

3.0 

3.1 

1994 

100.0 

51.6 

17.6 

4.9 

22.0 

7.1 

35.7 

2.8 

8.5 

8.4 

2.3 

7.2 

3.0 

2.5 

1995 

100.0 

50.9 

15.8 

5.1 

22.5 

7.5 

35.8 

2.9 

8.6 

9.0 

2.2 

8.1 

3.0 

2.2 

Table 

1.2.14 

Total extra­EU 

Industrialised countries 

­USA 

­Japan 

­EFTA 

­ Other (1) 

Developing countries 

­ACP 

­ Mediterranean countries 

­ DAE (2) 

­China 

Central and Eastern Europe (3) 

USSR/CIS 

Other countries 

Imports of the European Union, shares in % 

1985 

100.0 

52.2 

17.0 

7.0 

20.2 

8.0 

38.4 

7.5 

10.9 

4.8 

1.0 

2.3 

5.1 

2.1 

1986 

100.0 

59.0 

16.9 

9.9 

23.5 

8.6 

32.2 

5.9 

8.5 

6.2 

1.3 

2.4 

3.9 

2.5 

1987 

100.0 

59.2 

16.5 

10.2 

24.3 

8.2 

32.0 

4.8 

8.7 

7.4 

1.5 

2.3 

3.9 

2.7 

1988 

100.0 

61.6 

17.6 

10.7 

23.3 

9.9 

30.1 

4.5 

7.8 

7.8 

1.8 

2.1 

3.4 

2.9 

1989 

100.0 

60.6 

18.7 

10.4 

23.0 

8.6 

30.7 

4.3 

8.3 

7.5 

2.0 

2.2 

3.4 

3.1 

EUR 12) 

1990 

100.0 

59.9 

18.5 

10.0 

23.5 

7.9 

31.1 

4.4 

9.2 

7.3 

2.3 

2.2 

3.5 

3.2 

1991 

100.0 

59.4 

18.6 

10.5 

22.4 

7.'9 

30.4 

3.9 

8.8 

8.1 

3.0 

2.5 

3.7 

4.0 

1992 

100.0 

59.1 

17.8 

10.6 

22.9 

7.8 

29.8 

3.7 

8.4 

8.2 

3.4 

2.8 

3.4 

4.9 

1993 

100.0 

55.0 

17.1 

9.7 

22.3 

6.0 

30.3 

3.0 

6.9 

7.7 

4.0 

5.1 

3.6 

5.9 

1994 

100.0 

54.4 

17.1 

8.9 

22.8 

5.7 

30.5 

3.4 

6.7 

7.6 

4.2 

5.9 

3.9 

5.2 

1995 

100.0 

53.9 

17.0 

8.8 

21.9 

6.1 

30.3 

3.4 

6.7 

7.9 

4.3 

6.9 

4.0 

4.9 

(1 ¡Australia, New Zealand, Canada, South Africa, Andorra, Malta, Gibraltar, Vatican, San Marino, Turkey 

(2)Singapore, Hong Kong, South Korea, Taiwan, Thailand, Malaysia 

(3)Poland, Hungary, Czech Republic, Slovak Republic, Romania, Bulgaria, Albania, Serbia-Montenegro, Slovenia, Croatia, 

Ex-Yugoslavia, Bosnia-Herzegovina 

Source: Eurostat 

Concerning imports, the industrialised nations 

(53.9%) are falling back after a period of spectacular 

expansion, but they are again the European Union's 

leading suppliers, having retained the place they held 

in 1985 (see table 1.2.14 and figure 1.2.13). The 

CEECs have managed to channel their exports more 

towards the European market, with EU imports from 

this region tripling in five years to reach 6.9%. 

For the first time since 1986 the trade balance of the 

EU was positive in 1995. 

The European Union's trade balance with the 

industrialised nations continues to improve, primarily 

because of the drop in the deficit with Japan, while 

the renewed deficit with the United States was offset 

to a large extent by the surplus with the EFTA 

countries achieved in 1995 (see table 1.2.15). 

Figure 1.2.13: Imports of the EU, shares in % (Eur 12) 

100%-

90% 

D Other countries 

■ URSS/OS 

■ Central & Eastern Eu . 
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■ ­DAE 

D ­ Medterrarian anes 

■ -ACP 

D ­Otherdevelop, dries 

a ­EFTA 

■ ­Japen 
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Source: Eurostat 
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Table 

1.2.15 

Total extra­EU 

Industrialised countries 

­USA 

­Japan 

­EFTA 

­ Other (1) 

Developing countries 

­ACP 

­ Mediterranean countries 

­ DAE (2) 

­China 

Central and Eastern Europe ( 

USSR/CIS 

Other countries 

Trade balance of the EU by partner, in % (EUR 12) 

1985 

­7.3 

2.7 

19.4 

­172.9 

3.3 

12.7 

­21.0 

­55.4 

­0.4 

­16.6 

45.2 

­12.8 

­65.4 

22.8 

1986 

2.3 

4.5 

24.6 

­191.4 

9.8 

12.5 

­0.1 

­21.1 

22.1 

­34.5 

35.4 

­9.2 

­33.6 

20.0 

1987 

­0.3 

3.8 

21.9 

­155.3 

8.4 

17.0 

­3.9 

­18.2 

13.9 

­41.5 

5.4 

­15.2 

­43.2 

2.4 

1988 

­6.8 

­7.5 

4.8 

­144.3 

6.2 

­4.1 

­2.6 

­13.7 

14.8 

­30.8 

­20.7 

­15.1 

­28.4 

­11.5 

1989 

­8.2 

­8.9 

­7.2 

­119.3 

5.0 

7.9 

­4.5 

­18.9 

8.7 

­20.9 

­43.6 

­4.4 

­20.3 

­23.9 

1990 

­11.1 

­10.2 

­11.3 

­103.6 

2.5 

9.6 

­7.0 

­21.4 

7.2 

­15.9 

­101.2 

­8.8 

­44.0 

­55.8 

1991 

­16.7 

­21.1 

­29.1 

­133.9 

­1.7 

2.9 

­5.4 

­20.0 

5.1 

­23.3 

­167.2 

12.7 

­30.3 

­89.9 

1992 

­11.7 

­20.0 

­17.6 

­150.6 

­3.6 

­0.4 

5.3 

­3.4 

9.5 

­14.9 

­145.0 

13.2 

­28.2 

­66.2 

1993 

­0.4 

­7.6 

0.8 

­109.4 

­2.5 

20.8 

15.4 

9.9 

26.1 

­2.1 

­73.2 

21.5 

­19.7 

­94.7 

1994 

­0.2 

­5.7 

2.6 

­82.1 

­3.6 

20.4 

14.2 

­24.0 

20.6 

9.9 

­81.4 

17.3 

­32.9 

­105.0 

1995 

2.4 

­3.3 

­5.0 

­69.1 

5.0 

19.9 

17.3 

­14.1 

24.7 

13.9 

­89.8 

16.8 

­29.7 

­115.2 

(1 ¡Australia, New Zealand, Canada, South Africa, Andorra, Malta, Gibraltar, Vatican, San Marino, Turkey 

(2)Singapore, Hong Kong, South Korea, Taiwan, Thailand, Malaysia 

¡3IPoland, Hungary, Czech Republic, Slovak Republic, Romania, Bulgaria, Albania, Serbia-Montenegro, Slovenia, Croatia, 

Ex-Yugoslavia, Bosnia-Herzegovina 

Source: Eurostat 

The elimination of the deficit (30­40% of exports 

between 1986 and 1989) with the DAEs meant that, 

in spite of the increasing deficit with China, there was 

a clear improvement in the trade picture with 

developing countries. 

Trade by principal products 

The data by principal products commented on 

hereinafter refer to the EUR 12 Member States only 

(as for the trade by major partners commented on 

above). 

Concerning exports, the European Union is first and 

foremost an exporter of manufactured goods (86.7% 

in 1995). The raw materials that are exported are 

primarily agricultural food products (just over 7% for 

the last ten years), while exports of petroleum 

products (1.8%) are now marginal (see table 1.2.16 

and figure 1.2.14). 

Figure 1.2.14: Exports of the EU, parts in % (EUR 12) 

100% _ 

■ Other 

Q Other manufactured 

■j Equipment and transport 

□ Chemical products 

Q Petroleum products 

g Non transformed products 

□ Food products etc 

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 

Source : Eurostat 

The increase in the percentage of manufactured 

goods, which stood at 79% in 1985, reflects the 

increased exports of machinery and transport 

equipment (up from 36.8% to 44.2%). 

Primary goods accounted for nearly half of the 

Union's imports ten years ago but were down to only 

a quarter in 1995. Two factors have contributed to 

this structural change: the drop in raw material prices 

and the development of intra­branch trade (see table 

1.2.17 and figure 1.2.15). Here again, machinery and 

transport equipment have become increasingly 

significant in the last ten years, with the percentage 

figure rising from 19.5% to 32.2%. 

Figure 1.215: Imports of the EU, parts in %(EUR 12) 
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The structural deficit of external trade in the primary 

sector decreased in relative terms between 1985 and 

1995, falling from 241% to 124% of extra­Community 

exports. As for the surplus on manufactured goods, 

this fell dramatically in 1988 (from 28.1% to 19.7% of 

exports) and has stayed around that level ever since 

(see table 1.2.18). 
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Table 

1.2.16 

Total extra-EU 

Raw materials 

- Food products etc 
- Non transformed products 

- Petroleum products 

Manufactured products 
- Chemical products 
- Equipment and transport 
- Other 

Miscellaneous 

Exports of the European Union in % (EUR 12) 

1985 

100.0 

15.1 

7.5 

2.6 

5.0 

79.0 

11.2 

36.8 

31.0 

5.8 

1986 

100.0 

12.4 

7.2 

2.1 

3.1 

81.3 

10.9 

39.1 

31.2 

6.3 

1987 

100.0 

12.2 

7.1 

2.3 

2.8 

81.3 

11.2 

38.9 

31.2 

6.5 

1988 

100.0 

11.8 

7.1 

2.4 

2.3 

82.6 

12.3 

38.9 

31.5 

5.6 

1989 

100.0 

12.1 

7.5 

2.3 

2.3 

82.2 

11.6 

38.7 

31.8 

5.7 

1990 

100.0 

12.1 

7.3 

2.1 

2.7 

83.0 

11.6 

40.2 

31.2 

4.9 

1991 

100.0 

12.0 

7.3 

2.2 

2.5 

83.1 

12.0 

40.8 

30.3 

4.8 

1992 

100.0 

12.3 

7.7 

2.2 

2.4 

83.8 

12.4 

41.5 

29.9 

3.9 

1993 

100.0 

12.7 

7.4 

2.1 

3.2 

85.4 

12.9 

43.1 

29.4 

1.9 

1994 

100.0 

12.0 

7.1 

2.2 

2.6 

86.3 

13.2 

43.5 

29.6 

1.8 

1995 

100.0 

11.1 

7.0 

2.2 

1.8 

86.7 

13.1 

44.2 

29.4 

2.2 
Source: Eurostat 

Table 
1.2.17 

Total extra-EU 

Raw materials 
- Food products etc 

- Non transformed products 

- Petroleum products 

Manufactured products 

-Chemical products 

- Equipment and transport 

- Other 

Miscellaneous 

Imports of the European Union in % (EUR 12) 
1985 

100.0 

48.0 

9.5 

10.1 

28.4 

46.3 

5.5 

19.5 

21.3 

5.7 

1986 

100.0 

37.9 

10.4 

9.8 

17.8 

55.5 

6.3 

23.6 

25.6 

6.6 

1987 

100.0 

35.6 

9.6 

9.5 

16.5 

58.4 

6.4 

25.2 

26.9 

6.0 

1988 

100.0 

30.7 

8.9 

9.6 

12.2 

62.1 

6.5 

27.5 

28.1 

7.2 

1989 

100.0 

31.3 

8.0 

9.5 

13.9 

63.3 

6.6 

28.0 

28.8 

5.3 

1990 

100.0 

31.1 

7.7 

8.2 

15.2 

63.8 

6.6 

28.6 

28.7 

5.1 

1991 

100.0 

29.2 

7.7 

7.0 

14.4 

65.7 

6.6 

30.0 

29.1 

5.1 

1992 

100.0 

28.2 

7.9 

7.0 

13.4 

66.9 

7.0 

30.0 

30.0 

4.9 

1993 

100.0 

27.0 

7.4 

6.4 

13.1 

69.5 

7.0 

31.7 

30.8 

3.5 

1994 

100.0 

26.8 

7.6 

7.2 

12.0 

70.3 

7.4 

31.8 

31.2 

2.9 

1995 

100.0 

25.4 

7.4 

7.5 

10.5 

71.5 

7.9 

32.2 

31.4 

3.1 

Source: Eurostat 

Table 

1.2.18 

Total extra-EU 

Raw materials 

- Food products etc 

- Non transformed produc 

- Petroleum products 

Manufactured products 

-Chemical products 

- Equipment and transport 

- Other 

Miscellaneous 

frade balance of the European Union by product in % (EUR 12) 

1985 

-7.3 

-240.6 

-35.2 

-311.5 

-514.4 

37.0 

46.6 

43.0 

26.4 

-4.8 

1986 

2.3 

-198.0 

-41.0 

-351.0 

-458.3 

33.3 

43.5 

41.1 

19.8 

-2.7 

1987 

-0.3 

-193.2 

-35.9 

-319.9 

-486.5 

28.1 

43.1 

35.2 

13.8 

8.1 

1988 

-6.8 

-178.2 

-33.3 

-325.4 

-475.5 

19.7 

43.6 

24.4 

4.5 

-37.9 

1989 

-8.2 

-179.7 

-15.3 

-341.3 

-550.8 

16.7 

38.9 

21.8 

2.3 

-1.8 

1990 

-11.1 

-185.4 

-17.3 

-330.9 

-530.1 

14.6 

37.1 

21.0 

-2.2 

-17.1 

1991 

-16.7 

-183.2 

-22.6 

-274.5 

-575.5 

7.9 

36.1 

14.3 

-11.8 

-23.1 

1992 

-11.7 

-155.9 

-13.9 

-256.9 

-517.7 

10.8 

37.5 

19.2 

-12.1 

-41.1 

1993 

-0.4 

-113.3 

-0.5 

-204.1 

-315.8 

18.2 

45.8 

26.1 

-5.5 

-84.5 

1994 

-0.2 

-124.4 

-7.0 

-227.5 

-354.1 

18.3 

43.9 

26.7 

-5.5 

-64.2 

1995 

2.4 

-124.1 

-3.3 

-229.2 

-456.8 

19.5 

41.4 

28.9 

-4.4 

-35.9 

Source: Eurostat 

1.2.5 Distribution of GDP, disposable 
income, savings and net lending/ 
borrowing 

The distribution of GDP 

Compensation of employees absorbs nearly half the 
Union's GDP (48.5% in 1994). This proportion has 
diminished steadily since 1980. The 1994 figures for 
the Member States are fairly close to this, excluding 
Greece (32%) and Sweden (59%). 

Net operating surplus of the Union represents more 
than a quarter of GDP (29.2%), the consumption of 
fixed capital 11.6% and taxes and social contributions 
10.8%. 

These percentages are very similar in the USA and 
Japan, where they were 59.8% and 55.2% 
respectively for compensation of employees and 
19.0% and 17.7% for net operating surplus (see also 
table 1.2.19). 
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were ECU 1154 for the Union, ECU 585 for the USA 

and ECU 5043 for Japan (see also figures 1.2.7 and 

1.2.18). 

The net savings ratio is a good deal higher in Japan 

than in the Union and the USA : it was 18.7% in 1994, 

i.e. more than two times the European figure (8.0%) 

and six times that of the USA (3.1 %). 

In 1994, the compensation of employees per capita 

was ECU 8 513 in the Union compared with the 

higher rates of ECU 12549 in the USA and ECU 

16210 in Japan. 

Disposable income 

The net national disposable income of the European 

Union, in ECUs and at current prices, increased at an 

annual rate of 8% between 1980 and 1994. In 1994 

the Union's net national disposable income was ECU 

5335 Mrd, equivalent to ECU 14344 per capita. 

By comparison, it was ECU 4903 Mrd in the USA 

(ECU 18789 per capita) and ECU 3365 Mrd in Japan 

(ECU 24943 per capita) (see also figure 1.2.16). 

Figure 1.216: Evolution of the net deposable income, in 

Mrd K U 
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Source : Eurostat 

Savings and net lending/net borrowing 

The Union's net national savings, in ECU and current 

prices, amounted to ECU 429 Mrd in 1994; it 

increased at a rate of 4.7% per year between 1980 

and 1994. 

Figure 1.2.17: Evolution of the net national saving, in Mrd 
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Source : Eurostat 

In comparison, it was ECU 153 Mrd in the USA, with 

an annual increase of 10.0% and ECU 630 Mrd in 

Japan, with an annual increase of 12.2% over the 

same period. In 1994, per capita national savings 

Figure 1.2.18: Net saving, in % of the net national disposable 
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Source : Eurostat 

Savings ratios in the Union 

The average savings ratio in the Union in 1994 was 

8.0% of net national disposable income. Luxembourg 

and Portugal were well above this average, with 

25.3% and 22.4% respectively. The lowest rate was 

recorded for Finland, with ­0.5%. 

Net saving, in % of the net national 

disposable income, 1994 

EUR15 

B 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

-J 14.0 

12.3 

14.4 

14.5 

22.4 

•0.5 

0.1 

3.6 

25.3 

Source : Eurostat 

The net lending of the European Union in 1994 was 

ECU 6 Mrd, which represents a net lending as it also 

exists in 1993. 

Comparable international data showed that the United 

States had a deficit of about ECU 77 Mrd (or 1.3% of 
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GDP) while that of Japan revealed a surplus of ECU 
117.7 Mrd (or 3.0% of GDP) (see figure 1.2.19). 

Figure 1.2.19: Net lending or net borrowing of the economy, 
¡n Mrd ECU 

1980 1982 1984 1986 1988 1990 1992 1994 

|EUR15 H U S A Q J A P 

Source : Eurostat 
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1.3 Economy by branch in the Union 

Preliminary comments 

This section discusses changes in the structure of 
branches of economic activity in the EU Member 
States during the past ten years. The structural 
aspect - longer-term shifts between the branches in 
the Union and the individual Member States - rather 
than the cyclical aspect will therefore be to the fore. 

1990-1994 (cf. Table 1.3.1). In almost all Member 
States, growth was more sluggish in the 1990s, with 
growth rates staying at approximately the same level 
only in Germany, Ireland, Luxembourg, and Austria. 
Ireland and Luxembourg, along with Portugal, 
showed the highest growth rates. 

Limits of the analysis 

It should be borne in mind that, since short-term 
movements do not always run in parallel in the 
different Union countries, cyclical movements 
influence perceptions of structure. 

Despite these theoretical provisos, the same period -
1985 to 1994 - will be analysed in all Member States. 
Wherever the necessary data are available, changes 
in the European Union will be compared with 
developments in Japan and the United States of 
America. 

The analysis is further simplified by the sole use of 
national accounts data. Unfortunately, not all Member 
States are able to supply national accounts data by 
detailed branch, and thus the figures in this 
publication will be presented at the level of six 
branches or groups of branches. The branches are 
described in terms of the following variables: value 
added, employment, compensation of employees. 

For reasons of comparability, data for the Federal 
Republic of Germany refer only to the country in its 
territorial boundaries prior to 3 October 1990. 
Constant-price data refer to the base year 1990. Not 
all the source data were equally up-to-date, and thus 
in a few cases figures have had to be estimated or 
extrapolated. Union totals and/or averages do not 
always include all 15 Union countries, since in some 
cases insufficient data are available. 

A further problem has been that in most cases Union 
comparisons have to be made in a single currency. 
Whereas the data for the individual Member States 
are shown in national currency unless otherwise 
stated, Union totals and averages are calculated in 
ECUs. Exchange-rate fluctuations (national 
currencies against the ECU) have a not 
inconsiderable effect on the analysis, comparing 
Member States. 

Table 
1.3.1 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
FIN 
S 
UK 
EUR 15 
USA 
JAP 

GVA at constant market prices 
Average annual variation rates, % 

1985-1989 
2.7 
2.3 
2.7 
2.3 
4.1 
2.9 
4.0 
3.2 
5.6 
2.9 
2.6 
8.1 
3.8 
2.2 
3.8 
3.1 
3.2 
4.8 

1990-1994 
1.8 
1.4 
2.6 
1.0 
1.6 
0.6 
4.9 
1.2 
5.2 
2.2 
2.6 
3.6 

-1.1 
-0.1 
0.8 
1.4 
2.1 
1.8 

1985-1994 
2.3 
1.8 
2.6 
1.6 
2.8 
1.8 
4.5 
2.2 
5.4 
2.5 
2.6 
5.8 
1.4 
1.1 
2.3 
2.3 
2.7 
3.3 

1.3.1 Gross value added 

In the second half of the 1980s, real gross value 
added (GVA) at market prices grew more than twice 
as fast in the European Union as a whole in terms of 
annual averages (3.1% per annum) as in the years 

Source: Eurostat 

Over the whole of the reference period, growth rates 
in both Japan and the USA were above the Union 
average, although in those two countries as well the 
economy grew much faster in the second half of the 
1980s than in the first half of the 1990s. 

In the early 1990s, most Member States experienced 
not only a slower growth but in some cases even 
negative variation rates (cf. Table 1.3.2), in particular 
Finland and Sweden (1991-1993) and the United 
Kingdom (1991-1992). In Belgium, Germany, Greece, 
Spain, France and Italy, too, real gross value added 
declined in 1993, and growth in the other Member 
States could not make up for the fall in total value 
added in the Union. Not until 1994 did the Union 
countries climb out of the economic difficulties they 
had suffered at the beginning of the 1990s. 

Following a sharp rise in value added in 1991, which 
marked the end of the expansion phase which had 
begun in 1987, recession set in Japan as well. The 
situation was the reverse in the USA, whose 
economy had stagnated at the beginning of the 1990s 
but surged ahead in the last few years with growth 
rates of 3.1% and 4.1%. 

20 



Table 
1.3.2 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
FIN 
S 
UK 
EUR 15 
USA 
JAP 

GVA at constant market prices 
Annual variation rates, % 

1990 
2.1 
1.4 
5.5 

-1.0 
3.8 
2.1 
8.1 
2.2 
4.9 
3.9 
4.4 
4.9 
0.7 
1.4 
0.7 
2.9 
1.0 
5.3 

1991 
2.7 
0.1 
4.8 
3.4 
2.2 
0.7 
2.7 
1.2 
2.2 
2.3 
2.9 
4.1 

-6.9 
-1.3 
-2.2 
1.4 
0.0 
3.3 

1992 
2.5 
0.0 
1.7 
1.0 
0.6 
1.0 
3.9 
1.2 
2.9 
1.8 
2.0 
1.1 

-3.1 
-1.0 
-0.4 
0.9 
2.3 
0.4 

1993 
-0.9 
2.0 

-1.5 
-0.1 
-0.9 
-1.3 
3.1 

-0.5 
9.8 
0.5 
0.4 
6.7 

-0.4 
-2.3 
2.1 

-0.4 
3.1 

-0.8 

1994 
2.5 
3.6 
2.3 
1.5 
2.2 
0.5 
6.7 
1.9 
6.4 
2.5 
3.1 
1.1 
4.4 
2.6 
3.8 
2.2 
4.1 
0.5 

Source: Eurostat 
A comparison of trends in the volume of GVA at 
market prices in the six branches of the Union 
economy referred to here illustrates the dominant 
position of market services since 1985. Over the 
reference period as a whole, they have expanded at a 
much above average annual rate of 3.4% (the overall 
growth rate was 2.3% - cf. Table 1.3.3). 

Furthermore, over time the gap between market 
services and the rest of the economy has tended to 
widen. The volume of output of market services was 
one-third higher in real terms in 1994 than in 1985 (cf. 
Figure 1.3.1). Over the same period, value added 
grew by only 22% in the economy as a whole. 
Together with non-market services, which grew by 
only a moderate 1.0% per annum, the services sector 
has been much the most dynamic area of the 
economy. 

The lowest growth rates were in agriculture and 
forestry, followed by building and construction, 
manufacturing and fuel and power production. 
Whereas rates in both manufacturing and building 
and construction in the second half of the 1980s 
followed the pattern of the economy as a whole, 
manufacturing stagnated in the 1990s and building 
and construction even contracted. The decline in the 
growth of the economy overall in the 1990s compared 
with the second half of the 1980s is due 
predominantly to the very slight or even negative 
expansion in the GVA of manufactured products 
and/or building and construction. Market services 
were outstanding both over the reference period as a 
whole and in each country of the Union: average 
growth rates were 0.2 to 2.2 percentage points above 
the expansion path for the economy overall (EUR 15: 
+1.1 percentage points). 

Table 
I.3.3 

Agricultural, forestry and fishery 
products 
Fuel and power products 
Manufactured products 
Building and construction 
Services 
Market services 
Non-market services 
Total 

Agricultural, forestry and fishery 
products 
Fuel and power products 
Manufactured products 
Building and construction 
Services 
Market services 
Non-market services 
Total 

Agricultural, forestry and fishery 
products 
Fuel and power products 
Manufactured products 
Building and construction 
Services 
Market services 
Non-market services 
Total 

GVA by branch at constant market pnces 
Β DK o GR E I F IRL I L J NL A ρ FIN s UK EUR 1511' 

Average annual variation rates, %, 1985 -1989 

0.9 
2.1 
2.6 
4.5 
2.8 
3.4 
0.7 
2.7 

1.9 
16.6 
0.4 
3.2 
2.4 
3.0 
1.2 
2.3 

0.7 
-0.2 
2.2 

-0.1 
3.4 
4.1 
1.5 
2.7 

1.0 
4.9 
1.2 
2.9 
2.7 
2.7 
2.7 
2.3 

0.4 
3.1 
4.2 
8.0 
4.1 
3.8 
5.2 
4.1 

1.6 
-0.8 
2.1 
2.9 
3.5 
4.2 
1.7 
2.9 4.0 

0.9 
2.3 
4.2 
1.6 
3.1 
3.6 
1.3 
3.2 

-0.3 
2.5 
4.9 
7.0 
5.7 
7.0 
1.6 
5.6 

2.7 
-0.4 
3.0 
3.3 
3.3 
3.6 
1.7 
2.9 

-0.1 
2.8 
3.0 
2.2 
3.1 
4.0 
1.0 
2.6 

3.9 
23.5 
8.1 
4.9 
8.1 
7.9 
8.5 
8.1 

-0.2 
3.8 
4.0 
5.5 
4.4 
5.5 
2.5 
3.8 

0.5 
3.8 
1.8 
3.2 
2.3 
3.7 
0.3 
2.2 

-0.7 
1.8 
4.1 
6.1 
4.2 
6.1 

-0.6 
3.8 

0.8 
1.3 
3.0 
3.1 
3.5 
4.3 
1.3 
3.1 

Average annual variation rates, %, 1990 -1994 

2.0 
1.4 
0.8 
2.2 
2.2 
2.4 
1.4 
1.8 

0.9 
7.7 
0.8 

-2.6 
1.7 
2.1 
0.9 
1.4 

1.6 
0.1 
0.0 
0.9 
4.1 
4.7 
1.8 
2.6 

0.1 
2.4 

-1.3 
0.0 
1.8 
2.5 
0.1 
1.0 

-1.0 
2.0 
0.5 
0.7 
2.4 
2.2 
3.1 
1.6 

0.5 
1.4 

-0.4 
-2.1 
1.6 
1.4 
2.3 
0.6 4.9 

1.0 
2.4 
1.0 

-1.5 
1.4 
1.7 
0.5 
1.2 

3.3 
4.4 
3.4 
5.9 
5.9 
6.1 
5.1 
5.2 

4.3 
2.9 
1.0 

-0.5 
2.5 
2.9 
0.9 
2.2 

-0.6 
2.3 
1.8 
5.1 
2.8 
3.1 
2.1 
2.6 

2.6 
5.1 
2.1 
1.9 
4.4 
4.6 
3.9 
3.6 

0.0 
2.9 
1.4 

-9.4 
-1.3 
-1.5 
-0.8 
-1.1 

0.6 
0.5 

-0.9 
-1.7 
0.3 
0.7 

-0.5 
-0.1 

1.3 
4.1 

-0.2 
-1.4 
1.3 
2.8 

*4.f1 
0.8 

0.7 
2.1 
0.2 

-0.7 
2.1 
2.6 
0.7 
1.4 

Average annual variation rates, %, 1985 -1994 

1.4 
1.7 
1.7 
3.4 
2.5 
2.9 
1.1 
2.3 

1.4 
12.2 
0.6 
0.3 
2.0 
2.6 
1.0 
1.8 

1.2 
-0.1 
1.1 
0.4 
3.8 
4.4 
1.7 
2.6 

0.5 
3.7 

-0.1 
1.4 
2.2 
2.6 

1.6 

-0.3 
2.5 
2.4 
4.4 
3.2 
3.0 
4.2 
2.8 

1.0 
0.3 
0.9 
0.4 
2.6 
2.8 
2.0 
1.8 4.5 

0.9 
2.4 
2.6 
0.1 
2.3 
2.7 
0.9 
2.2 

1.5 
3.4 
4.2 
6.5 
5.8 
6.5 
3.4 
5.4 

3.5 
1.3 
2.0 
1.4 
2.9 
3.2 
1.3 
2.5 

-0.3 
2.6 
2.4 
3.6 
3.0 
3.5 
1.5 
2.6 

3.3 
14.3 
5.1 
3.4 
6.3 
6.3 
6.2 
5.8 

-0.1 
3.4 
2.7 

-2.0 
1.6 
2.0 
0.8 
1.4 

0.5 
2.1 
0.4 
0.8 
1.3 
2.2 

1.1 

0.3 
3.0 
2.0 
2.4 
2.8 
4.5 

-2.4 
2.3 

0.8 
1.7 
1.6 
1.2 
2.8 
3.4 
1.0 
2.3 

(1) EUR 15 without Ireland 
Source: Eurostat 
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Graph 1.3.1 : Index (1985 = 100) of real GVA at market prices 

by branch, EUR 15"' 

__,__ Agricultural, forestry and fishery products 

. . . Δ . . . Manufactured products 

M Market services 
, Total 

__m Fuel and power products 

_ . κ - - Building and construction 

_ . » _ . Non-market ser\ices 

(1) Without Ireland 
Source: Eurostat 

Movements in the other branches of the economy 
were much more varied from one Union country to 
another: the highest growth rates in agriculture, 
forestry and fisheries were in the Netherlands (+3.5% 
per annum) and Portugal (+3.3% per annum), with 
growth in this branch in the Netherlands one 
percentage point higher than the growth of the 
national economy overall. 

Wth the exception of Italy and Finland, average 
growth rates in manufacturing in the individual 
Member States were below the expansion rates for 
their economies as a whole. The same two 
exceptions apply to building and construction, which 
expanded at a faster rate than the economy as a 
whole in Belgium, Spain, Luxembourg and Austria in 
particular, while Italy and Finland showed very slow 
or negative growth. 

Wth such different growth rates in the different 
branches of the economy, there were very obvious 
structural shifts: the shares of services increased, 
whereas the shares of manufacturing, fuel and power 
production and building and construction declined or 
stagnated. In 1994, just under two-thirds of nominal 
gross value added at factor cost in the Union came 
from the services branches as against only 60.8% in 
1985. The whole of this percentage increase is 
attributable to market services (cf. Table 1.3.4). 

The percentage shares of the services sector in 1994 
were above the Union average in Belgium, Denmark, 
France, Italy, Luxembourg, the Netherlands, Sweden 
and the United Kingdom. Only Belgium, Italy, the 
Netherlands and the United Kingdom had above EU 
average figures for market services, whilst France 
and Luxembourg were just under the Union average. 
In all Union countries, the services sector increased 
its share of the economy between 1985 and 1994: the 
lowest increase was in Luxembourg (+1.3 percentage 
points) and the highest in the United Kingdom (+9.3 
percentage points). 

The services sector increased its percentage share of 
nominal GVA at factor cost as a result to some 

extent, of course, of the above-average increase in 
implicit prices: over the reference period 1985 to 1994 
as a whole, prices rose by 3.5% per annum overall 
(GVA deflator at market prices), but in the services 
sector they rose by 4.0% per annum. By contrast, the 
GVA deflators for fuel and power and manufacturing 
were +1.8% per annum and +2.6% per annum 
respectively, markedly below the overall price trend 
(cf. Figure 1.3.2). 

Graph I.3.2: GVA at market and constant prices by 

branch, average annual growth rates, EUR 15(1', in % 

Agricultural, forestry and 
fishery products 

Market senJces 
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I 
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Ι π n current prices a constant prices 

(1) Without Ireland 
Source: Eurostat 

I.3.2 Employment and productivity 

Employment in the Union as a whole rose by only 
0.5% on average per annum during the reference 
period. By contrast to the positive rates of increase in 
the second half of the 1980s, employment declined 
by 0.3% a year in the 1990s. Only six of the fifteen 
Member States showed rising employment figures 
(on average) in the 1990s (cf. Tables 1.3.5 and 1.3.6). 

Employment declined most in Finland and Sweden, 
but the figures fell three years in succession in other 
countries, too (Belgium, Spain, Italy, Portugal and the 
United Kingdom). Denmark, Finland and Sweden 
show declining employment in all years between 
1990 and 1994. In Japan and the USA, however, 
trends were much more positive. 

During the reference period 1985 to 1994 as a whole, 
market and non-market services were the only 
branches of the Union economy (at the level of the six 
branch groups dealt with here) which had increasing 
levels of employment (cf. Table 1.3.7). In 1994, the 
level of employment in market services was 20% 
higher and in non-market services 4.5% higher than 
in 1985 (cf. Figure 1.3.3). 

Total employment in both the primary and secondary 
sectors declined: in agriculture, forestry and fisheries 
by -3.3% per annum, in fuel and power by -0.6% per 
annum and in manufacturing by -0.3% per annum. In 
1994, employment in building and construction was 
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Table 
1.3.4 

Agricultural, forestry and 
fishery products 
Fuel and power products 
Manufactured products 
Building and construction 
Services 
Market services 
Non-market services 
Total 

Agricultural, forestry and 
fishery products 
Fuel and power products 
Manufactured products 
Building and construction 
Services 
Market services 
Non-market services 
Total 

Agricultural, forestry and 
fishery products 
Fuel and power products 
Manufactured products 
Building and construction 
Services 
Market services 
Non-market services 
Total 

Agricultural, forestry and 
fishery products 
Fuel and power products 
Manufactured products 
Building and construction 
Services 
Market services 
Non-market services 
Total 

Share of GVA at current prices and factor costs by branch in total GVA, % 
Β 

1985 

2.4 
3.9 

22.3 
5.4 

65.9 
50.7 
15.2 

100.0 

1990 

2.2 
3.0 

22.1 
5.7 

67.0 
53.7 
13.3 

100.0 

1994 

1.9 
2.7 

19.7 
5.5 

70.1 
55.9 
14.2 

100.0 
E 

1985 

6.6 
4.6 

24.6 
6.8 

57.4 
44.0 
13.4 

100.0 

1990 

5.4 
4.3 

22.0 
9.7 

58.7 
44.6 
14.1 

100.0 

1994 

4.6 
4.2 

18.5 
8.3 

64.3 
49.4 
14.9 

100.0 
L 

1985 

2.4 
2.0 

25.7 
4.7 

65.1 
53.4 
11.7 

100.0 

1990 

2.1 
1.7 

25.4 
7.2 

63.5 
49.3 
14.2 

100.0 

1994 

1.7 
1.7 

22.4 
7.8 

66.4 
50.8 
15.6 

100.0 
FIN 

1985 

8.7 
2.8 

25.4 
7.6 

55.5 
37.0 
18.5 

100.0 

1990 

7.1 
2.0 

23.0 
9.2 

58.7 
39.3 
19.5 

100.0 

1994 

6.1 
2.6 

24.8 
5.1 

61.4 
40.5 
20.9 

100.0 

DK 
1985 

5.6 
2.4 

19.5 
5.8 

66.7 
44.6 
22.1 

100.0 

1990 

4.3 
2.8 

18.3 
5.7 

68.9 
46.4 
22.5 

100.0 

1994 

3.7 
2.7 

19.1 
5.2 

69.3 
46.9 
22.4 

100.0 
F 

1985 

4.3 
3.6 

22.0 
5.5 

64.5 
46.4 
18.2 

100.0 

1990 

3.8 
2.7 

21.6 
5.5 

66.5 
49.7 
16.8 

100.0 

1994 

3.4 
2.8 

20.9 
5.6 

67.2 
50.2 
17.0 

100.0 
NL 

1985 

4.0 
11.0 
17.5 
4.9 

62.6 
50.4 
12.1 

100.0 

1990 

4.2 
5.3 

18.8 
5.6 

66.1 
55.2 
11.0 

100.0 

1994 

3.6 
4.7 

16.7 
5.6 

69.4 
58.5 
10.9 

100.0 
S ( 2 ) 

1986 

3.4 
4.1 

23.2 
6.0 

63.4 
40.4 
23.0 

100.0 

1990 

3.0 
3.5 

21.0 
7.3 

65.2 
42.0 
23.2 

100.0 

1993 

2.3 
3.7 

19.3 
5.9 

68.7 
45.9 
22.8 

100.0 

D 
1985 

2.0 
3.8 

29.2 
5.6 

59.4 
44.8 
14.5 

100.0 

1990 

1.8 
3.1 

29.3 
5.6 

60.2 
46.6 
13.7 

100.0 

1994 

1.3 
2.8 

27.1 
5.7 

63.0 
48.9 
14.1 

100.0 
IRL 

1985 

10.2 
4.0 

26.8 
5.8 

53.3 
36.4 
16.9 

100.0 

1990 

9.4 
1.7 

28.1 
5.2 

55.7 
40.8 
14.9 

100.0 

1994 

8.5 
2.0 

28.4 
4.8 

56.3 
40.6 
15.7 

100.0 
A 

1985 

3.8 
4.8 

26.6 
7.1 

57.8 
42.1 
15.7 

100.0 

1990 

3.6 
.4.5 

24.7 
7.3 

60.0 
45.3 
14.6 

100.0 

1994 

2.7 
4.6 

22.1 
8.3 

62.3 
47.0 
15.3 

100.0 
UK 

1985 

1.9 
9.7 

22.8 
6.0 

59.6 
43.6 
15.9 

100.0 

1990 

1.8 
4.5 

21.2 
7.2 

65.4 
49.8 
15.6 

100.0 

1994 

1.9 
4.6 

19.3 
5.3 

68.9 
55.4 
13.5 

100.0 

GR 
1985 

17.3 
4.4 

18.5 
6.4 

53.5 
37.3 
16.2 

100.0 

1990 

14.5 
4.3 

16.4 
7.3 

57.5 
39.6 
17.8 

100.0 

1994 

13.7 
3.9 

15.3 
6.6 

60.5 
44.8 
15.7 

100.0 

1985 

4.9 
2.9 

24.5 
6.5 

61.2 
48.2 
13.0 

100.0 

1990 

3.7 
2.4 

23.0 
6.1 

64.9 
50.5 
14.3 

100.0 

1994 

3.4 
3.0 

21.2 
5.4 

67.0 
53.0 
14.0 

100.0 
Ρ 

1985 

8.7 
4.0 

28.0 
5.8 

53.4 
40.0 
13.4 

100.0 

1990 

6.8 
3.7 

27.3 
5.6 

56.7 
41.2 
15.5 

100.0 
EUR 15 ( 

1985 

3.9 
5.0 

24.4 
5.9 

60.8 
45.5 
15.3 

100.0 

1990 

3.3 
3.3 

23.6 
6.3 

63.4 
48.4 
14.9 

100.0 

1994 

5.7 
4.2 

25.6 
5.4 

59.1 
42.4 
16.7 

100.0 
1) 

1994 

2.9 
3.4 

22.1 
5.8 

65.9 
51.1 
14.8 

100.0 

(1) without Sweden 
(2) for Sweden different years 
Source: Eurostat 

only slightly higher than at the start of the reference 
period. In line with the trend in production, there was 
an increase in employment in manufacturing and in 
building and construction in the second half of the 
1980s, and over the same period employment in 
services expanded much more rapidly than in the 
subsequent period. In agriculture, forestry and 
fisheries, employment declined in both the second 
half of the 1980s and at the start of the 1990s, by -
3.3% and -3.4% respectively, and in fuel and power 
the figures dropped as well, although not to the same 
extent. 

The overall picture of employment trends in the Union 
by branch applies roughly speaking to the individual 
Member States as well. With the exception of Finland 
and Sweden, where employment declined in almost 
all of the branches dealt with here, and Portugal and 
the United Kingdom, where employment increased in 
fuel and power production and manufacturing, 
employment trends in the individual Member States 
mirrored those of the Union as a whole. There was 
one exception, however: building and construction, 
where employment increased in roughly half of the 
Union countries and declined in the other half. 
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Table 

1.3.5 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

USA
 (1
» 

JAP
(1) 

Total employment' ' 

Average annual variation rates, % 

1985­1989 

1.0 

1.0 

1.0 

0.5 

2.9 

0.7 

­0.3 

0.6 

2.6 

2.3 

0.4 

3.7 

0.3 

1.4 

1.8 

1.3 

2.4 

1.2 

1990­1994 

­0.1 

­0.9 

0.7 

1.2 

­0.2 

­0.1 

1.6 

­0.7 

3.0 

0.9 

0.8 

­0.2 

­4.1 

­2.6 

­1.0 

­0.3 

0.4 

1.4 

1985­1994 

0.4 

0.0 

0.9 

0.8 

1.3 

0.3 

0.7 

0.0 

2.8 

1.6 

0.6 

1.8 

­1.9 

­0.6 

0.4 

0.5 

1.5 

1.3 

(1) Growth rates only to 1993 

(2) National Accounts data 

Source: Eurostat 

Trends in labour productivity in the Union economy­

measured in terms of real GVA at market prices per 

person in employment (total employment) ­ rose 

steadily over the whole of the reference period (1985­

1994: +1.8% per annum, cf. Tables 1.3.8 and 1.3.9). 

Member States annual average productivity increases 

range from +0.8% in Greece to +4.0% in Portugal. 

National productivity was above the Union average in 

seven Member States (Belgium, Denmark, Germany, 

France, Luxembourg, the Netherlands and Austria). 

The lowest level of GVA per head was in Greece and 

Portugal. Productivity grew faster in the Union than in 

the USA (+1.0% per annum) but more slowly than in 

Japan (+2.3% per annum). 

Table 

1.3.6 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

USA 

JAP 

Total employment'
11 

Annual variation rates, % 

1990 

1.4 

­1.0 

3.0 

0.2 

3.6 

1.0 

4.2 

0.9 

4.4 

2.3 

1.9 

1.7 

­0.6 

­0.7 

1.1 

1.6 

0.8 

2.1 

1991 

0.1 

­1.5 

2.5 

0.1 

1.0 

0.1 

0.0 

0.8 

4.2 

1.3 

1.7 

2.7 

­5.2 

­1.5 

­3.0 

0.2 

­1.0 

2.1 

1992 

­0.4 

­0.6 

0.9 

2.1 

­1.5 

­0.7 

0.4 

­1.0 

2.0 

0.9 

0.5 

­2.6 

­7.0 

­4.4 

­2.0 

­0.8 

­0.2 

1.1 

1993 

­1.2 

­1.0 

­1.5 

2.2 

­3.7 

­1.1 

0.6 

­2.6 

1.8 

­0.1 

­0.4 

­2.8 

­6.5 

­5.6 

­1.5 

­1.8 

1.8 

0.4 

1994 

­0.6 

­0.6 

­1.2 

1.2 

­0.6 

0.1 

2.6 

­1.6 

2.5 

0.1 

0.1 

­0.2 

­1.3 

­1.0 

0.5 

­0.5 

■ 

* 

(1) National Accounts 

Source: Eurostat 

data 

Table 

I.3.7 

Agricultural, forestry and fishery 

products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 
. : ■ ■ ■ 

Market services 

Non­market services 

Total 

Agricultural, forestry and fishery 

products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

Agricultural, forestry and fishery 

products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

Total employment
11

' by branch 

Β DK D | GR | E F IRL J I L NL A Ι Ρ FIN s UK EUR15
12

' 

Average annual variation rates, %, 1985 ­1989 

­2.2 

­6.3 

­0.8 

2.0 

1.7 

2.3 

0.3 

1.0 

­3.8 

1.9 

0.9 

1.5 

1.4 

1.9 

0.9 

1.0 

­3.6 

­1.4 

0.9 

­1.5 

1.8 

2.0 

1.5 

1.0 

­2.4 

0. 5 

­4.1 

­1.0 

2.6 

7.8 

4.3 

2.1 

10.9 

2.9 

­4.3 

­2.4 

­1.3 

0.6 

2.0 

2.3 

1.6 

0.7 

­2.0 

­1.3 

V-TIJ, 
­4.5 

0.6 

0.7 

0.5 

­0.3 

­3.2 

0̂ 7 

­0.1 

­0.9 

1.8 

2.1 

1.3 

0.6 

­2.9 

0.0 

­1.0 

4.0 

4.2 

4.7 

2.6 

2.6 

­0.8 

­0.3 

1.6 

3.4 

2.8 

3.7 

­0.3 

2.3 

Average annual variation rates, %, ' 

­1.8 

­3.9 

­0.7 

1.1 

0.0 

0.3 

­0.7 

­0.1 

­3.9 

­1.1 

­1.6 

­1.4 

­0.4 

­0.6 

­0.3 

­0.9 

­4.0 

­2.4 

­1.7 

1.6 

2.2 

2.8 

1.1 

0.7 1.2 

­5.1 

­3.3 

­2.5 

­1.1 

1.7 

1.5 

2 0 

­0.2 

­4.4 

­2.0 

­2.3 

­2.2 

1.2 

0.7 

1.9 

­0.1 

­0.4 

0.7 

1.5 

2.7 

1.6 

1.4 

1.9 

1.6 

­3.5 

­1.9 

­2.2 

0.2 

0.2 

0.1 

0.4 

­0.7 

1.0 

1.0 

0.4 

3.1 

4.0 

4.2 

3.3 

3.0 

­0.1 

­0.6 

­0.5 

­0.2 

1.5 

2.0 

­0.5 

0.9 

­3.5 

­0.9 

­0.8 

0.2 

1.7 

1.9 

1.3 

0.4 

­0.7 

3.5 

6.1 

0.3 

5.9 

5.4 

6.7 

3.7 

­5.4 

­0.5 

­2.0 

1.8 

2.1 

2.1 

2.2 

0.3 

­4.3 

­0.1 

­0.1 

1.8 

2.2 

2.3 

2.0 

1.4 

­1.3 

1.8 

1.8 

1.8 

2.8 

4.3 

­0.2 

1.8 

­3.3 

­0.4 

0.7 

0.9 

2.3 

2.6 

1.8 

1.3 

990­1994 

­3.3 

­0.9 

­2.0 

2.3 

2.1 

2.0 

2.4 

0.8 

­1.4 

3.3 

­0.2 

0.1 

0.3 

0.4 

0.1 

­0.2 

­5.1 

­4.6 

­5.0 

­10.3 

­2.9 

­4.1 

­1.2 

­4.1 

­1.8 

­2.6 

­4.8 

­6.2 

­1.7 

­1.0 

­2.4 

­2.6 

­0.1 

2.5 

1.9 

­2.6 

0.2 

2.3 

­5.9 

­1.0 

­3.4 

­0.8 

­1­4 
­0.9* 

0:8 

1.4 

­0.2 

­0.3 

Average annual variation rates, %, 1985 ­1994 

­2.0 

­5.1 

­0.7 

1.5 

0.8 

1.3 

­0.2 

0.4 

­3.8 

0.4 

­0.3 

0.1 

.0 .5 

0.7 

0.3 

0.0 

­3.8 

­1.9 

­0.4 

0.1 

2.0. 

2.4 

1.3 

0.9 0. 8 

­4.6 

­2.1 

:ο.ι
: 

3.4 

ι-sm 
1.8 

6.5 

1.3 

­4.3 

­2.2 

­1.8 

­0.8 

1.6 

1.5 

1.8 

0.3 

­1.2 

­0.3 

1.1 

­0.9 

1.1 

1.0 

1.2 

0.7 

­3.4 

­0.6 

­1.1 

­0.4 

1.0 

1.1 

0.9 

0.0 

­1.0 

0.5 

­0.3 

3.6 

4.1 

4.5 

2.9 

2.8 

­0.5 

­0.4 

0.6 

1.6 

2.1 

2.9 

­0.4 

1.6 

­3.4 

­0.9 

­1.4 

1.2 

1.9 

1.9 

1.9 

0.6 

­1.1 

3.4 

2.9 

0.2 

3.1 

2.9 

3.4 

1.8 

­5.2 

­2.5 

­3.5 

­4.2 

­0.4 

­1.0 

0.5 

­1.9 

­3.0 

­1.3 

­2.5 

­2.2 

0.2 

0.7 

­0.2 

­0.6 

­0.7 

2.2 

1.9 

­0.4 

1.5 

3.3 

­3.0 

0.4 

­3.3 

­0.6 

­0.3 

0.0 

1.6 

2.0 

o;ev 
0.5 

(1) National Accounts data. 

(2) Without Greece 

Source: Eurostat 
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Table 

I.3.8 

Β 

DK 

D 

GR 

E 

F 

IRL 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

USA'
1
» 

JAP <
1
> 

GVA per head (of total employment) 

Average annual variation rates, % 

1985­1989 

1.8 

1.3 

1.6 

1.7 

1.2 

2.2 

4.3 

2.5 

2.9 

0.6 

2.2 

4.1 

3.5 

0.9 

2.0 

1.8 

0.8 

3.6 

1990­1994 

1.9 

2.4 

1.8 

­0.2 

1.9 

0.7 

3.3 

1.9 

2.2 

1.3 

1.8 

3.9 

3.2 

2.6 

1.8 

1.7 
1.2 

0.6 

1985­1994 

1.9 

1.8 

1.7 

0.8 

1.5 

1.5 

3.8 

2.2 

2.6 

0.9 

2.0 

4.0 

3.4 

1.7 

1.9 

1.8 
1.0 

2.3 

(1) Variation rates only to 
Source: Eurostat 

1993 

The highest productivity increases were in agriculture, 

forestry and fisheries, where the 1994 productivity 

level was just under 50% higher than at the start of 

the reference period. Fuel and power production and 

manufacturing showed the next strongest increases, 

but were trailing well behind (cf. Table 1.3.10). For the 

services sector, relatively low productivity increases 

might have been expected, and yet market services 

proved to be surprisingly dynamic: their +1.4% per 

annum rise was, admittedly, a good way behind 

corresponding growth rates in fuel and power 

production (+2.4% per annum) and manufacturing 

(+2.0% per annum) but higher than productivity gains 

in building and construction. Productivity rose only 

very moderately in non­market services, at +0.3% per 

annum, but in this area account must be taken of the 

enormous problems arising from the methodology of 

real­term calculations. 

Table 

I.3.9 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

USA 

JAP 

GVA per head (of total employment) 

1990 

0.7 

2.4 

2.5 

­1.2 

0.2 

1.0 

3.7 

1.3 

0.5 

1.5 

2.5 

3.1 

1.3 

2.1 

­0.4 

1.3 

0.3 

3.2 

Annual variation rates, % 

1991 

2.6 

1.6 

2.3 

3.3 

1.2 

0.6 

2.7 

0.4 

­2.0 

0.9 

1.1 

1.3 

­1.8 

0.2 

0.8 

1.2 

1.0 

1.3 

1992 

3.0 

0.7 

0.8 

­1.0 

2.1 

1.8 

3.4 

2.2 

0.8 

0.9 

1.5 

3.8 

4.2 

3.6 

1.7 

1.8 

2.5 

­0.7 

1993 

0.3 

3.0 

0.0 

­2.2 

2.9 

­0.2 

2.5 

2.2 

7.9 

0.6 

0.9 

9.8 

6.6 

3.5 

3.6 

1.5 

1.3 

­1.2 

1994 

3.2 

4.2 

3.5 

0.3 

2.8 

0.4 

4.0 

3.5 

3.8 

2.4 

2.9 

1.3 

5.7 

3.6 

3.3 

2.7 

: 
: 

Source: Eurostat 

The nominal productivity level in the individual 

branches varies considerably, as might be expected 

(cf. Table 1.3.11): it is lowest in agriculture, forestry 

and fisheries (1994: ECU 17 000) and highest in fuel 

and power production (1994: ECU 156 000) which, by 

its very nature, is highly capital­intensive. In market 

services alone was the average productivity level 

(ECU 47 000) above that of the total economy as a 

whole (ECU 41 000). 

Limits of the analysis of productivity 

Comparisons of productivity across branches and 

countries should, however, be interpreted with great 

care. The data in the tables are based on (nominal) 

GVA at market prices. Comparisons of productivity 

levels should, however, be based on GVA at factor 

cost, and this is not possible here because for some 

Union countries the required data are not available. 

There are also problems arising from the conversion 

to ECUs. 

Finally, owing to the varying shares of part­time 

employment, the most appropriate reference 

parameter would have been full­time equivalents. It 

should also be remembered that data for Germany 

applied to the territorial boundaries of the Federal 

Republic prior to 3 October 1990. 

The level in manufacturing was roughly average in 

1994. In almost all the Union countries, the 

productivity level for market services was above the 

level for manufacturing. There was no Union country 

in which the productivity level in agriculture, forestry 

and fisheries was anywhere near as high as in the 

economy as a whole. 
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Table 

1.3.10 

Agricultural, forestry and fishery products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

Agricultural, forestry and fishery products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

Agricultural, forestry and fishery products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

GVA per head (of total employment) by branch 

Β DK D | GR | E | F | IRL | 1 | L | NL | A | Ρ FIN s UK EUR15
1
" 

Average annual variation rates, %, 1985 ­1989 

3.1 

9.3 

3.4 
2.5 

0.8 

1.0 

0.4 

1.8 

5.9 

14.5 

­0.4 
1.4 

0.8 

1.1 

0.3 

1.3 

4.5 

1.3 

1.2 
1.4 

1.3 

2.0 

0.0 

1.6 

3.4 

1.7 

4.7 

4.1 

1.5 

0.3 

­1.1 

1.8 

­4.2 

1.2 

6.1 

1.7 

3.4 

2.2 

1.2 

1.8 

0.1 

2.2 4.3 

4.3 

1.6 

4.3 

2.6 

0.9 

1.5 

0.0 

2.5 

3.0 

2.5 

6.1 

3.0 

0.5 

2.2 

­0.9 

2.9 

3.5 

­0.1 

1.3 

0.0 

0.8 

­0.1 

2.0 

0.6 

3.6 

3.8 

3.9 

2.0 

1.0 

2.0 

­0.3 

2.2 

5.0 

18.3 

2.3 

4~6 

2.3 

2.6 

1.7 

4.1 

5.5 

4.3 

6.2 

3.6 

2.0 

3.3 

0.3 

3.5 

5.0 

3.9 

1.9 

1.3 

0.1 

1.3 

­1.6 

0.9 

0.6 

0.2 

2.3 

4.3 

1.3 

3.0 

­0.4 

2.0 

4.2 

1.7 

2.3 

2.1 

0.8 

1.7 

­0.4 

1.8 

Average annual variation rates, %, 1990 ­1994 

3.9 

5.6 

1.4 

1.1 

2.1 

2.0 

2.1 

1.9 

5.2 

9.0 

2.5 

­1.2 

2.1 

2.7 

1.2 

2.4 

5.9 

2.6 

1.8 

­0.7 

1.5 

1.9 

0.7 

1.8 ­0.2 

4.5 

5.5 

3.2 

1.9 

0.8 

0.7 

1.1 

1.9 

5.1 

3.5 

2.0 

0.2 

0.6 

0.7 

0.4 

0.7 3.3 

4.7 

4.4 

3.3 

­17 

1.0 

1.7 

0.1 

1.9 

2.3 

3.3 

3.0 

2.8 

1.8 

1.8 

1.8 

2.2 

4.4 

3.6 

1.5 

­0.2 

1.1 

0.8 

1.4 

1.3 

2.8 

3.3 

3.8. 

2.8 

0.5 

1.1 

­0.4 

1.8 

4.5 

2.4 

2.3 

2.0 

4.3 

4.7 

3.8 

3.9 

5.4 

8.0 

6.7 

1.1 

1.8 

2.8 

0.3 

3.2 

2.4 

3.1 

4.2 

5.0 

1.9 

1.8 

2.1 

2.6 

1.5 

2.0 

­1.7 

1.2 

1.1 

0.5 

1.9 

1.8 

4.3 

3.1 

1.6 

"0.2 
1.1 

1.2 

1.0 

1.7 

Average annual variation rates, %, 1985 ­1994 

3.5 

7.4 

2.4 

1.8 

1.4 

1.5 

1.3 

1.9 

5.5 

11.7 

1.0 

0.1 

1.5 

1.9 

0.8 

1.8 

5.2 

1.9 

1.5 

0.4 

1.4 

2.0 

0.4 

1.7 0. 8 

4.6 

4.8 

2.4 

1.1 

­0.1 

1.2 

­1.6 

1.5 

5.6 

2.6 

2.7 

1.2 

0.9 

1.3 

0.2 

1.5 3.8 

4.5 

3.0 

3.8 

0.4 

1.0 

1.6 

0.1 

2.2 

2.7 

2.9 

4.5 

2.9 

1.2 

2.0 

0.4 

2.6 

4.0 

1.7 

1.4 

­0.1 

0.9 

0.4 

1.7 

0.9 

3.2 

3.5 

3.8 

2.4 

0.8 

1.6 

­0.3 

2.0 

4.8 

10.4 

2.3 

3.3 

3.3 

3.6 

2.8 

4.0 

5.5 

6.1 

6.5 

2.4 

1.9 

3.0 

0.3 

3.4 

3.7 

3.5 

3.0 

3.2 

1.0 

1.6 

0.2 

1.7 

1.1 

1.1 

0.3 

2.8 

1.2 

1.8 

0.8 

1.9 

4.3 

2.4 

2.0 

1.1 

1.0 

1.4 

0.3 
1.8 

(1) Without Greece and Ireland 

Source: Eurostat 

1.3.3 Compensation of employees 

This variable showed marked growth rates in the 

Union over the whole of the reference period when 

expressed per employee (cf. Tables 1.3.12 and 

1.3.13): it rose by +4.7% per annum, matching the 

United States figure and overtaking Japan (+3.3% per 

annum). The increase in per capita compensation of 

employees was 0.6 percentage points per annum, 

below the average growth in nominal per capita value 

added. 

As a result of the upsurge in the economies of the 

Member States during the second half of the 1980s, 

per capita compensation of employees grew at a 

higher rate than in the following period in two­thirds of 

the Member States. The Union countries with the 

lowest productivity levels showed the highest in­

creases in earnings from paid employment, although 

only in Portugal did productivity rates increase equally 

rapidly. Nominal per capita value added in Greece 

and Portugal rose by around 16% per annum over the 

reference period as a whole, however. 

Table 

1.3.11 

Agricultural, forestry and fishery 

products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

Agricultural, forestry and fishery 

products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

GVA per head (of total empio] 

Β 

35 

243 

50 

40 

49 

56 

32 

50 

201 

156 

125 

118 

117 

119 

108 

120 

DK 

34 

174 

45 

36 

46 

58 

32 

45 

198 

112 

112 

107 

110 

123 

107 

109 

D 

18 

141 

47 

42 

55 

64 

34 

52 

GR 

1ò 

E 

12 

185 

30 

30 

31 

36 

22 

31 

GVA per h< 

106 

91 

117 

126 

131 

136 

116 

125 !7 

71 

119 

75 

90 

75 

75 

75 

74 

F 

26 

199 

50 

35 

49 

61 

31 

49 

¡ad (of 

148 

128 

124 

103 

118 

129 

106 

117 

IRL 

19 

83 

51 

25 

34 

44 

22 

34 

totale 

108 

54 

127 

75 

82 

92 

75 

81 

I 

13 

281 

39 

27 

39 

45 

26 

38 

Tiployri 

75 

181 

97 

81 

94 

95 

90 

92 

r­ment) by branch 1994,1000 ECU 

L 

24 

133 

60 

37 

48 

47 

51 

49 

rient) b 

139 

86 

149 

109 

115 

99 

174 

117 

NL 

37 

268 

49 

39 

49 

52 

39 

50 

y bram 

213 

172" 

123 

115 

118 

109 

131 

121 

A 

19 

174 

52 

51 

42 

47 

32 

45 

Ρ 

5 

60 

16 

10 

22 

28 

14 

17 

:h 1994, EUR 

111 

112 

129 

153 

101 

100 

110 

108 

27 

38 

40 

30 

53 

59 

47 

41 

FIN 

23 

88 

49 

33 

37 

44 

29 

37 

15 = 10 

133 

57 

122 

97 

90 

93 

97 

90 

S 

22 

169 

40 

44 

38 

47 

29 

39 

0 

125 

109 

101 

131 

92 

99 

99 

95 

UK 

24 

91 

28 

30 

30 

30 

28 

33 

137 

59 

70 

88 

72 

64 

96 

79 

EURIS
111 

17 

156 

40 

34 

42 

47 

30 

41 

100 
100 

100 

100 

100 

100 

100 

100 

(1) Without Greece 

Source: Eurostat 
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Table 

1.3.12 

Β 

DK 
:Χ·::..1.­:.­­

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

USA
 (1

' 

JAP'
1
» 

Compensation of employees per employee 

Average annual variation rates, % 

1985­1989 

3.4 

5.1 

3.1 

18.4 

7.5 

4.1 

6.5 

8.6 

4.5 

0.7 

4.5 

18.8 

9.0 

8.5 

8.0 

5.1 

4.3 

3.6 

1990­1994 

5.8 

3.6 

4.4 

13.6 

7.3 

3.6 

4.8 

6.4 

5.3 

3.6 

5.0 

12.9 

4.3 

6.2 

6.0 

4.4 

4.9 

3.0 

1985­1994 

4.6 

4.4 

3.8 

16.0 

7.4 

3.9 

5.7 

7.5 

4.9 

2.2 

4.8 

15.9 

6.6 

7.4 

7.0 

4.7 

4.6 

3.3 

(1) Growth rates only to 1993 
Source: Eurostat 

Trends among the different branches were much 

more uniform than from one Member State to 

another. For the Union as a whole, the range across 

the different branches was 2.9 percentage points. 

The highest rates of increase were for employees in 

fuel and power production (+6.8% per annum) and 

the lowest for those in non­market services (+3.9% 

per annum). Trends were most uniform in Denmark, 

where growth rates remained within a range of only 

0.7 percentage points. In contrast, employees in fuel 

and power production in the United Kingdom 

achieved increases almost twice those of employees 

in the country as a whole. 

Table 

1.3.13 

Β 

DK 

D 

GR 

E 

F 

IRL 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

USA 

JAP 

Compensation of employees per employee 

Annual variation rates, % 

1990 

5.9 

4.6 
■ ■ . . . 

4.7 

20.7 

8.7 

5.0 

5.0 

10.7 

7.5 

3.2 

5.1 

19.3 

9.4 

10.8 

9.0 

6.4 

5.5 

5.3 

1991 

8.0 

4.3 

5.9 

12.8 

8.6 

4.3 

4.3 

8.5 

4.0 

4.5 

6.4 

18.2 

5.7 

6.8 

8.6 

6.8 

. 4.5 

4.5 

1992 

6.2 

3.8 

5.9 

11.3 

9.7 

4.3 

6.7 

5.8 

6.2 

4.9 

5.9 

3.7 

2.4 

3.9 

5.3 

4.2 

5.1 

1.5 

1993 

3.8 

1.6 

2.7 

10.6 

6.5 

2.2 

5.5 

3.6 

5.2 

3.2 

4.6 

20.3 

1.4 

3.7 

4.3 

1.1 

4.2 

0.7 

1994 

4.7 

3.6 

2.8 

12.8 

3.1 

2.1 

2.5 

3.4 

3.4 

2.3 

3.1 

3.3 

2.7 

6.0 

2.9 

3.3 

; 

Source: Eurostat 

Table 

1.3.14 

Agricultural, forestry and fishery 

products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

Agricultural, forestry and fishery 

products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

Agricultural, forestry and fishery 

products 

Fuel and power products 

Manufactured products 

Building and construction 

Services 

Market services 

Non­market services 

Total 

Compensation of employees per employee by branch" 

Β DK D | GR | E | F | IRL 1 L NL A | Ρ FIN s UK EUR15
11

' 

Average annual variation rates, %, 1985 ­1989 

8.1 

6.8 

4.5 

4.2 

3.1 

3.4 

2.8 

3.4 

4.9 

4.7 

4.5 

5.6 

5.2 

5.8 

5.4 

5.1 

2.3 

3.6 

4.0 

2.7 

2.9 

2.7 

2.5 

3.1 18.4 

7.0 

9.5 

7.7 

6.4 

6.7 

9.5 

3.9 

7.5 

5.1 

4.3 

5.4 

3.6 

4.0 

4.6 

3.3 

4.1 

8.3 

11.8 

7.6 

6.9 

6.0 

7.2 

4.9 

6.5 

7.5 

9.0 

8.6 

9.3 

9.2 

7.9 

9.2 

8.6 

6.7 

5.6 

5.6 

3.6 

5.2 

4.3 

4.8 

4.5 

3.6 

2.3 

1.4 

0.5 

1.3 

0.3 

1.3 

0.7 4.e 

18.3 

16.4 

15.7 

24.1 

19.3 

22.5 

17.4 

18.8 

8.0 

8.3 

8.9 

10.9 

8.7 

8.9 

8.0 

9.0 

10.9 

7.7 

8.4 

10.4 

8.6 

5.9 

8.0 

8.5 

10.3 

16.4 

8.4 

8.8 

7.9 

8.4' 

7.1 

8.0 

5.4 

7.2 

5.6 

5.3 

5.1 

5.1 

4.4 
5.0 

Average annual variation rates, %, 1990 ­1994 

6.8 

6.9 

4.4 

5.6 

6.3 

6.1 

6.6 

5.8 

7.4 

6.9 

4.5 

4.9 

4.7 

4.7 

4.7 

4.6 

3.2 

3.7 

3.6 

2.8 

3.6 

3.6 

3.6 
3.6 

4.0 

4.2 

4.1 

4.2 

4.5 

4.7 

4.5 

4.4 

4.0 

5.3 

4.8 

5.4 

4.5 

4.6 

4.4 

4.4 13.6 

8.7 

8.7~ 

7.7 

8.0 

6.8 

6.3 

7.4 

7.3 

4.4 

4.8 

5.8 

6.1 

2.6 

3.3 

1.8 

3.6 

1.4 

3.1 

3.4 

~ 3.0 

5.7 

5.5 

5.9 
4.8 

5.3 

7.4 

6.7 

5.8 

6.3 

6.0 

6.7 

6.4 

­3.2 

6.1 

3.7 

6.1 

6.3 

5.0 

7.1 

5.3 

2.7 

4.1 

3.2 

3.5 

4.1 

3.7 

4.4 
3.6 5.0 

13.1 

15.2 

13.0 

6.0 

13.7 
11.1 

16.3 

12.9 

2.3 

5.4 

5.3 

3.0 

4.4 

4.2 

4.6 
4.3 

3.9 

7.2 

7.1 

6.1 

5.9 

5.6 

6.1 

6.2 

4.1 

11.0 

7.2 

5.9 

5.4 

7.3 

4.0 

6.0 

3.5 

6.3 

5.2 

4.7 

3.9 

4.4 

3.5 

4.3 

Average annual variation rates, %, 1985 ­1994 

3.1 

4.4 

4.4 

4.1 

3.5 

3.6 

3.5 

3.8 16.C 

7.9 

9.1 

7.7 

7.2 

6.6 

7.9 

5.6 

7.4 

4.7 

4.5 

5.6 

4.9 

3.3 

3.9 

2.6 

3.9 

4.8 

7.5 

5.5 

4.9 

5.9 

6.4 

5.4 

5.7 

6.4 

8.2 

7.7 

7.5 

7.4 

7.0 

7.9 

7.5 

1.7 

5.9 

4.7 

4.9 

5.4 

4.6 

6.0 
4.9 

3.2 

3.2 

2.3 

2.0 

2.4 

2.0 

2.9 
2.2 4.8 

15.7 

15.8 

14.4 

15.0 

16.6 

16.8 

16.8 

15.9 

5.2 

6.8 

7.1 

7.0 

6.4 
6.5 

6.3 
6.6 

7.4 

7.4 

7.7 

8.2 

7.1 

5.8 

7.0 

7.4 

7.2 

13.7 

7.8 

7.3 

6.6 

7.9 

5.5 

7.0 

4.5 

6.8 

5.4 

5.0 

4.4 

4.7 

3.9 

4.7 

(1) Without Greece and Austria 
Source: Eurostat 
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Table 
1.3.15 
Agricultural, forestry and fishery 
products 
Fuel and power products 
Manufactured products 
Building and construction 
Services 
Market services 
Non-market services 
Total 

Agricultural, forestry and fishery 
products 
Fuel and power products 
Manufactured products 
Building and construction 
Services 
Market services 
Non-market sen/ices 
Total 

Β 

24 
69 
36 
30 
34 
36 
31 
35 

162 
154 
121 
117 
135 
145 
120 
131 

DK 

20 
36 
28 
32 
29 
30 
29 
29 

140 
81 
92 

122 
116 
122 
110 
110 

Compensation of 
D 

19 
50 
37 
31 
29 
28 
32 
32 

GR 

12 

E 

12 
36 
19 
21 
20 
20 
20 
20 

F 

23 
52 
37 
33 
28 
30 
26 
30 

employees per 
IRL 

11 
34 
24 
22 
25 
27 
22 
24 

I 

12 
42 
25 
19 
24 
23 
26 
24 

employee by branch 1994,1000 ECU 
L 

17 
70 
35 
26 
36 
32 
49 
34 

Compensation of employees per employee 

133 
112 
122 
118 
116 
113 
122 
120 46 

80 
80 
64 
83 
79 
80 
77 
75 

157 
117 
122 
127 
112 
123 
98 

115 

79 
77 
79 
85 
98 

109 
85 
91 

82 
95 
83 
72 
96 
94 
98 
90 

114 
156 
116 
102 
141 
130 
185 
130 

NL 

21 
41 
32 
31 
31 
30 
36 
31 

A 

29 

Ρ 

6 
22 

9 
5 

12 
11 
14 
10 

FIN 

17 
30 
27 
29 
25 
24 
26 
26 

S 

14 
22 
21 
27 
27 
17 
37 
27 

bybranct 994, EUR 15 = 100 

147 
93 

108 
118 
124 
121 
137 
118 112 

44 
49 
30 
19 
48 
44 
53 
39 

116 
67 
89 

113 
100 
99 

100 
97 

94 
50 
70 

106 
108 
68 

142 
101 

UK 

14 
41 
28 
23 
19 
19 
20 
21 

97 
92 
94 
87 
77 
78 
77 
81 

EUR1511' 

15 
45 
30 
26 
25 
25 
26 
26 

100 
100 
100 
100 
100 
100 
100 
100 

(1) Without Greece and Austria 
Source: Eurostat 

In 1994, the average compensation of employees in 
the Union was ECU 26 000 (cf. Table 1.3.15). The 
lowest average earnings were for employees in 
agriculture, forestry and fisheries (45% below the EU 
average), and the highest in fuel and power pro­
duction, where compensation levels were 69% above 
the average. Average earnings in manufacturing were 
14% higher and in market services 7% higher than 
average, and per capita earnings in building and 

construction were roughly the average. Finally, a 
reminder: In general, figures can be used only for 
analyses of functional income distribution. Per capita 
values do not take into account the varying shares of 
part-time employment. They refer to gross 
compensation of employees, and the shares of 
employer contributions to social security which are 
included vary considerably from one Union country to 
another. 
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1.4 Private households in the Union 

1.4.1 Private households as a consumer 

The final consumption of households 

The final consumption of households represents the 

purchases of goods and services. These items appear 

in Eurostat's National Accounts publications in highly 

detailed form, broken down by groups of goods. 

In order to illustrate differences in the per capita 

consumption of households between the various 

Member States and in relation to the Union average, 

data at PPS has been used (see chapter 1.7). This is 

the best way of taking account of changes in the 

relative prices of consumer goods. 

This section looks at some of the key features of the 

changes in consumption structures in the Union and 

individual Member States. 

Per­capita consumption in purchasing power parities 

(Fig. 1.4.1. Table 1.4.1) shows that considerable 

deviations from the average for the Union persisted in 

1995, ranging from Portugal (71.7% of the Union 

average) to Luxembourg (151.3%). It also emerges 

that the countries with the lowest per­capita consump­

tion (Portugal and Greece) came closer to the average 

for the Union between 1985 and 1994, although 

Portugal again lost some ground between 1994 and 

1995. 

Although these countries came closer to the average 

for the Union, the gap between the country with the 

lowest per­capita consumption and that with the 

highest narrowed only very slightly between 1985 and 

1995. Thus, between 1985 and 1990, per­capita 

consumption in Portugal was around 62.4% of the 

average for the Union, while in Luxembourg it was 

142.8%, a difference of some 80.4 percentage points, 

and in 1995 Portugal recorded 71.7% and Luxembourg 

151.3%, a difference of 79.6 percentage points. 

Table 

1.4.1 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

s 
UK 

EURI 5 

Household consumption per head. 

1985­90 

8.098 

7.212 

8.944 

5.259 

5.664 

8.257 

4.869 

7.784 

10.927 

7.487 

7.963 

4.773 

7.423 

7.760 

7.871 

7.651 

in PPS 

1991­93 

10.772 

8.903 

11.747 

7.122 

7.674 

10.469 

7.057 

10.077 

14.947 

9.720 

9.750 

6.850 

8.319 

8.743 

9.829 

9.775 

1994 

11.724 

10.243 

11.849 

7.931 

7.975 

10.819 

7.944 

10.603 

15.747 

10.538 

10.428 

7.529 

8.481 

8.920 

10.570 

10.345 

1995 

11.982 

10.611 

12.197 

8.158 

8.211 

11.135 

8.430 

10.949 

16.128 

10.743 

10.752 

7.647 

8.703 

8.907 

10.969 

10.661 

Source: Eurostat 

Of the countries with the lowest per­capita consump­

tion, Ireland moved most towards the average for the 

Union between 1985 and 1995. In 1995, per­capita 

consumption in Ireland was 79.1% of the Union 

average. Between 1985 and 1990, per­capita con­

sumption in Ireland was only 63.6% , and between 

1991 and 1993 it rose to 72.2%. 

F 

D 

IRL 

1985­90 ■ 

I 

1991 

L 

■1993 D 

NL 

1994 B 

A 

1995 

UK EUR15 

Source: Eurostat 
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Table 
1.4.2 

Food, drink and tobacco 
Clothing and footware 
Gross rent, fuel and power 
Furniture and household articles 
Health services 
Transport and communication 
Recreation, education 
Other goods and services 
Total 

Consumption structure 
1985-90 

EUR15 
20.9 

7.8 
17.8 

7.9 
7.7 

15.2 
8.5 

14.3 
100.0 

USA 
12.8 

6.2 
18.8 

6.2 
15.1 
15.3 

9.6 
16.0 

100.0 

JAPAN 
21.3 

6.6 
19.0 

6.2 
10.8 

9.9 
10.0 
16.2 

100.0 

1 9 9 4 
EUR15 

18.5 
7.0 

19.2 
7.8 
8.9 

14.9 
8.6 

15.3 
100.0 

USA 
11.4 

5.9 
18.1 

5.8 
17.8 
14.0 
10.3 
16.5 

100.0 

JAPAN 
19.9 

5.8 
20 .8 

5.9 
11.3 

9.7 
10.7 
16.0 

100.0 
Source: Eurostat 

The pattern of final consumption of households 

The changing pattern of consumption is mainly 
analysed by taking the average values from 1985 to 
1990 and from 1994, the last available year, as 
reference periods. This reveals a downward trend in 
the Union in food, drink and tobacco and, to a lesser 
extent, in clothing and footwear. By contrast, housing, 
water, fuel and power, healthcare and medical 
expenditure and the miscellaneous goods and services 
component increased (table I.4.2). 

By comparison with the USA in the period 1985-1990, 
two main differences emerge. In the Union, spending 
on food, drink and tobacco was 8.1% higher, while 
spending on healthcare was 7.4 % lower. Although the 
gap for food narrowed slightly in 1994, this did not 
occur in expenditure on healthcare. By comparison 
with Japan, one major difference, which showed no 
significant change between 1985-90 and 1994, was in 
transport and communications, spending on which was 
5.3% higher in the Union. Spending on healthcare was 
also lower in EUR 15, although the difference was less 
pronounced in 1994. 

The declining share of food, drink and tobacco is 
very clear and common to all the countries of the 
Union. While this kind of spending represented nearly 
21% of the total in 1985-90, by 1994 it fell to just under 
18%. In doing so, it also lost first place in consumer 
spending. There are still significant disparities between 
countries, however. In Germany, France and the 
Netherlands, less than 20% of consumer budgets went 
on this kind of expenditure, and the downward trend 
continued in the more recent period. In countries like 
Greece, Ireland and Portugal, on the other hand, food, 
drink and tobacco accounted for about 30% of total 
spending. While the trend in these countries is also 
downward, the more recent data still show such 
spending as a significant portion of households' 
budgets (table I.4.3). 

Clothing and footwear (table 1.4.4) also showed a 
downturn common to all the countries of the Union. 
Between 1985-90 and 1994, spending for this purpose 
contracted by one percentage point in the Union. The 
absolute disparities are not as marked as for the 
previous function, although the extreme cases are 
noteworthy. In Italy, such spending was 2.5 and 2.3 

percentage points above the level for the Union in 
1985-90 and 1994 respectively. Denmark recorded 
2% and 1.5% less and Finland 2% and 2.3 % less 
than the average for the same periods. 

Table 
1.4.3 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
FIN 
S 
UK 
EURI 5 

Share of food, drink and tobacco, 
as % of total consumption 

1985-90 
20.2 
22.1 
17.2 
38.6 
23.2 
19.7 
36.7 
22.6 
21.2 
16.1 
21.2 
33.3 
24.8 
22.7 
22.6 
20.9 

1991-92 
18.2 
21.2 
15.8 
36.9 
19.6 
18.6 
35.4 
20.1 
18.4 
15.1 
19.6 
30.0 
23.8 
20.2 
21.5 
19.2 

1993 
17.3 
20.8 
15.1 
36.4 
20.0 
18.3 
35.2 
20.2 

14.8 
19.0 

23.0 
19.9 
20.6 
18.5 

1994 
16.8 
20.0 
14.7 

20.0 
18.0 
34.6 
19.6 

14.6 
18.3 

: 

22.4 
; 

20.3 
17.9 

Source: Eurostat 

Table 
1.4.4 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
FIN 
S 
UK 
EURI 5 

Share of clothing and footwear, 
as % of total consumption 

1985-90 
7.7 
5.8 
7.5 
9.0 
8.9 
6.8 
7.1 

10.3 
6.5 
7.2 
9.9 
9.6 
5.8 
7.5 
6.6 
7.8 

1991-92 
7.8 
5.3 
7.3 
8.4 
8.3 
6.2 
6.8 
9.8 
5.8 
7.0 
9.0 
9.3 
5.2 
6.7 
6.0 
7.4 

1993 
7.7 
5.2 
7.1 
7.7 
8.1 
5.9 
6.8 
9.1 

6.8: 
8.5 

4.6 
5.8 
5.9 
7.0 

1994 
7.2 
5.3 
6.7 

7.8 
5.6 
6.6 
9.1 

6.3 
8.1 

4.5 

5.9 
6.8 

Source: Eurostat 

In the sector gross rent, water, fuel and power, the 
trend is upward, and Union wide spending for this 
purpose took the lead in 1994. Unlike the previous two 
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cases, however, the trajectory was not common to all 

the countries of the Union. Thus, in Ireland, in Luxem­

bourg, in Spain and in the United Kingdom its relative 

weight declined. In France, Austria and Finland, 

however, in 1994 this component represented the 

largest slice of family budgets, as had already been the 

case in Germany, the Netherlands, Sweden and 

Denmark since 1985­90 (table I.4.5). 

represented a share of 12% to 15%. In Denmark, 

Sweden and the United Kingdom, however, it 

represented just 2% of households' total spending. 

Table 

I.4.5 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

A 

Ρ 

FIN 

Si­? 

UK 

EURI 5 

Share of gross rent, fuel and power, 

as% of total consumption 

1985­90 

17.3 

26.4 

19.1 

11.2 

13.2 

18.7 

12.7 

14.5 

20.5 

18.1 

18.1 

6.3 

18.2 

25.3 

19.3 

17.8 

1991­92 

16.9 

28.3 

18.3 

12.5 

11.9 

19.9 

12.4 

15.8 

19.8 

18.4 

17.9 

7.0 

21.7 

30.2 

19.1 

17.9 

1993 

17.8 

28.8 

19.6 

13.5 

13.0 

20.8 

12.3 

16.9 

19.0 

18.5 

24.8 

32.9 

19.5 

19.2 

1994 

18.0 

27.5 

20.4 

13.1 

21.0 

12.0 

17.5 

19.5 

18.8 

25.0 

19.6 

19.3 

Source: Eurostat 

Spending on furniture and household articles held 

firm, with slight downward trend everywhere. The most 

pronounced structural change was in Finland, where it 

fell by 1.3 points between 1985­90 and 1994 to the 

lowest figure of the Union. Spending in this area was 

highest in Belgium, as it was in the initial period (table 

I.4.6). 

Table 

i.4.6 

Β 

DK 

GR 

E 

F ■ 

IRL 

I 

L 

NL 

A 
ρ 

FIN 
g 

... 
UK 
EURI 5 

Share of furniture and household articles, as 

% of total consumption 

1985­90 

10.5 

6.7 

8.1 

8.4 

6.7 

8.2 

7.2 

9.2 

10.1 

7.0 

7.3 

8.4 

7.1 

7.4 

6.7 

7.9 

1991­92 

10.8 

6.3 

8.5 

7.7 

6.3 

7.6 

7.0 

9.4 

10.8 

7.1 

7.6 

8.3 

6.3 

7.0 

6.5 

7.9 

1993 

10.3 

6.1 

8.5 

7.4 

6.5 

7.4 

6.9 

9.1 

6.9 

7.8 

5.8 

6.6 

6.6 

7.8 

1994 

10.0 

6.1 

8.3 

6.2 

7.4 

6.5 

9.2 

6.6 

7.9 

5.8 

: 
6.6 

7.7 

Source: Eurostat 

Spending on healthcare and medical services rose 

in every country of the Union (table I.4.7), reflected by 

an 1.5 percentage points increase to just over 9% in 

1994 in the entire Union. There are still significant 

disparities between countries, however. In 1994, in 

Belgium, Germany and the Netherlands, this spending 

Table 

1.4.7 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EURI 5 

Share of health services 

as % of total consumption 

1985­90 

10.9 

1.9 

14.5 

3.5 

3.6 

9.0 

3.7 

6.0 

7.3 

12.7 

5.0 

4.7 

4.2 

1.7 

1.3 

7.7 

1991­92 

11.7 

2.1 

14.8 

3.7 

4.1 

9.7 

3.9 

6.8 

7.3 

13.0 

5.5 

4.5 

5.1 

2.0 

1.6 

8.2 

1993 

12.3 

2.2 

15.1 

4.2 

4.7 

10.1 

4.1 

7.1 

13.1 

6.0 

5.3 

2.3 

1.7 

8.9 

1994 

12.3 

2.1 

15.6 

4.7 

10.1 

4.1 

6.9 

12.9 

6.7 

5.4 

1.7 

9.2 

Source: Eurostat 

Transport and communications remained more or 

less unchanged bearing in mind the values attained at 

the end points. There were, however, significant 

variations between these two periods, which seemed 

to point to an increase in the relative share of transport 

and communications. The data for 1993 and 1994, 

however, show spending in this area declining in most 

of the Member States compared with 91­92 (table 

I.4.8). 

Table 

1.4.8 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EURI 5 

Share of transport and communication, 

as % of total consumption 

1985­90 

12.5 

16.6 

14.9 

13.6 

14.7 

16.7 

12.9 

12.3 

16.8 

12.6 

15.8 

15.2 

17.2 

17.0 

17.5 

15.2 

1991­92 

13.2 

15.3 

16.3 

15.1 

19.8 

16.2 

13.0 

12.1 

19.5 

12.7 

16.6 

15.3 

14.9 

16.4 

17.0 

15.7 

1993 

12.7 

15.4 

15.3 

14.7 

15.3 

15.7 

13.1 

11.6 

12.6 

16.1 

14.4 

15.7 

17.1 

14.9 

1994 

13.0 

17.7 

15.2 

15.7 

16.2 

13.6 

11.9 

12.9 

15.9 

14.9 

17.4 

15.1 

Source: Eurostat 

The item recreation, entertainment, education and 

culture was one of the most stable, at a little more than 

8.5% of consumer spending. Some disparities from 

one country to another are still to be observed. In the 

period from 1985 to 1990, spending to this end was 

greatest in Denmark, Ireland, the Netherlands, Sweden 

and the United Kingdom, at around 10% of total 

spending. Of these countries, only Sweden showed a 

downturn. On the other hand, of the countries where 

this spending was less significant, such as Belgium, 
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Greece, Spain, Luxembourg, Austria and Portugal, only 

the latter two reported an increase (table 1.4.9). 

Table 1.4.9 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

Share of recreation, entertainment, education 

and culture 

as % of total consumption 

1985­90 

6.5 

9.9 

9.1 

5.9 

6.6 

7.3 

10.7 

8.7 

3.9 

10.2 

6.7 

5.9 

9.5 

10.1 

9.6 

8.5 

1991­92 

6.4 

10.3 

9.2 

5.6 

6.2 

7.5 

11.5 

8.8 

4.1 

10.4 

7.5 

7.2 

9.6 

9.8 

10.1 

8.6 

1993 

6.2 

10.4 

9.2 

5.3 

6.6 

7.4 

11.9 

8.8 

10.2 

7.5 

9.6 

9.5 

10.2 

8.6 

1994 

6.3 

10.3 

9.0 

6.5 

7.3 

11.7 

8.8 

10.0 

7.7 

9.7 

10.2 

8.6 

Source: Eurostat 

Other goods and services showed a virtually 

universal increase. In the Union between 1985­90 and 

1994, the growth was 1.3 percentage points, to 15.6% 

this year. This increase was most significant in Spain 

and the United Kingdom. In this group, Spain stood out 

with this component at around 23% of total consumer 

spending in 1985­90 and rising to almost 26% in 1994. 

Of the group of countries in which the miscellaneous 

goods and services group was least relevant, such as 

Germany, Greece and Sweden, only Sweden recorded 

a fall between 1985­90 and 1993. Finland also 

recorded a decline in this item (table 1.4.10). 

I.4.2 Private households as a receiver of 

income 

This section assesses the different contributions of 

components to income received by the households, 

deductions and the resultanting net income. 

For the Member States treated hereinafter, 

compensation of employees provided households 

with the largest share of their income. Italy had the 

lowest proportion of household income provided by 

compensation to employees, at 38% (in 1993), while 

Denmark had the highest, at 59% (in 1994). In all 

countries other than Italy it provides 45% or above. 

Between 1980 and 1994, compensation of employees 

has been falling as a proportion of household income in 

all countries other than Portugal (up to 1990). 

Compensation of employees used to provide over half 

of household income in nine of the eleven countries, 

but now does so in only four of six (1994). This is partly 

accounted for by the reduced reliance on gross wages 

and salaries (see table 1.4.11). 

Table 

1.4.10 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EURI 5 

Share of other goods and services, 

as % of total consumption 

1985­90 

14.6 

10.6 

9.7 

9.8 

23.2 

14.0 

9.0 

16.4 

13.7 

16.0 

16.0 

16.6 

13.2 

8.2 

16.3 

14.3 

1991­92 

15.8 

11.1 

9.8 

10.2 

23.9 

15.6 

10.1 

17.3 

14.3 

16.3 

16.3 

18.4 

13.5 

7.7 

18.3 

15.3 

1993 

16.1 

11.1 

10.1 

10.9 

25.8 

15.7 

9.8 

17.2 

16.6 

16.6 

12.5 

7.2 

18.3 

15.3 

1994 

16.3 

11.1 

10.1 

25.9 

15.6 

11.0 

17.1 

17.3 

16.5 

12.3 

18.3 

15.6 

Source: Eurostat 

Table 

1.4.11 

Β 

DK 

D 

E 

F 

I 

NL 

Ρ 

FIN 

S 

UK 

Share of compensation of employees 

received, as % of total resources 

1980 

52 

57 

52 

55 

44 

55 

45 

59 

63 

1990 

47 

64 

54 

47 

51 

40 

46 

45 

58 

61 

55 

1993 

46 

60 

45 

50 

38 

46 

51 

56 

54 

1994 

59 

45 

50 

46 

51 

54 

Source: Eurostat 

Figure 1.4.2: Share of compensation of 

employees, as % of total resources 
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The proportions of household income accounted for by 

gross wages and salaries has fallen in every country. 

The proportions fell by over 5 percentage points in 

Finland, Belgium, the United Kingdom and Spain. In 

most countries the proportion of household income 

received from employers' social security contributions 

has also fallen. However the proportions have risen in 

Portugal, Sweden and Germany (see table 1.4.11 and 

figure I.4.2). 
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Gross operating surplus (see table 1.4.12) 
contributed over 10% of income for all countries for 
which data was available. The contributions varied 
from over 30% in Italy to 13% in the Netherlands and 
Sweden. 

Between 1980 and 1994 there were sizeable changes 
in Finland, where the proportion fell by five percentage 
points and the UK, where the rate rose by four 
percentage points. 

Table 
1.4.12 

Β 
DK 
D 

F 
I 
NL 
Ρ 
FIN 
S 
UK 

Share of gross operating surplus, as 
% of total resources 

1980 
16 

26 
18 
33 

24 
21 

12 

1990 
17 
19 

27 
18 
31 
13 
25 
16 
11 
16 

1993 
16 
18 

27 
17 
30 
13 

16 
13 
15 

1994 

18 

28 
17 

13 

16 

16 
Source: Eurostat 

Property and entrepreneurial income received 
(table 1.4.13) contributed less than gross operating 
surplus in all countries. There were significant 
differences between countries, with the highest 
contribution in Germany at 22% (in 1990) and the 
lowest contribution in Finland, at 4% (in 1980 and in 
1994). The most significant fall was in the Netherlands 
where the rate fell by five percentage points while the 
most significant increase was in Belgium where the 
contribution rose by six percentage points (to 1993). 

Table 
1.4.13 

Β 
DK 
D 
E 
F 
I 
NL 
Ρ 
FIN 
S 
UK 

Share of property and 
entrepreneurial income received, as 

% of total resources 
1980 

8 

19 
5 
6 
8 

16 
10 
4 

9 

1990 
13 

22 
8 
7 

11 
11 
10 
5 
6 

13 

1993 
14 

8 
7 

12 
11 

5 
5 
9 

1994 

7 
7 

11 

4 

9 
Source: Eurostat 

Unrequited current transfers received accounted for 
over a fifth of household income in all countries except 
Italy. The country with the highest proportion received 
were the Netherlands with 30% (in 1993) while the 
country with the lowest proportion was Italy on 19% (in 
1993). Unrequited current transfers rose in all countries 

except Germany (up to 1990). In Finland the proportion 
rose by 13 percentage points between 1980 and 1994. 
Within transfers, social benefits rose rapidly in the 
United Kingdom and Denmark (see table 1.4.14). 

Table 
1.4.14 

Β 
DK 
D 
E 
F 
I 
NL 
Ρ 
FIN 
S 
UK 

Share of unrequited current tranfers 
received, as % of total resources 
1980 
23 

24 
17 
22 
15 
29 
21 
16 

16 

1990 
23 
23 
24 

Ί β ; 
25 
18 
29 
21 
20 
22 
16 

1993 
24 
25 

20 
26 
19 
30 

28 
26 
21 

1994 

26 

20 
26 

29 

29 

21 
Source: Eurostat 

Total deductions (table 1.4.15), as a proportion of 
gross household disposable income, ranged from 
under 20% in Portugal (in 1980) to over 40% in 
Sweden (in 1993). Sweden remains well above other 
countries despite a fall of six percentage points 
(between 1990 and 1993). Four countries - Portugal 
(up to 1990), Finland, Spain and Italy (up to 1993) had 
increases of five percentage points or over. 

Table 
1.4.1 S 

Β 
DK 
D 
E 
F 
I 
NL 
Ρ 
FIN 
S 
UK 

Total deductions, as % of total 
resources 

1980 
33 

31 
25 
31 
25 
37 
18 
32 

30 

1990 
34 
37 
30 
30 
34 
28 
34 
23 
39 
47. 
33 

1993 
34 
37 

31 
34 
30 
37 

37 
41 
28 

1994 

38 

30 
33 

36 

38 

28 
Source: Eurostat 

Unrequited current transfers paid accounted for 
over a quarter of households' gross disposable income 
in all countries except Portugal (in 1991) and the 
United Kingdom. The largest deduction was in 
Denmark with over 38% netted off gross income. 
Within unrequited current transfers there were 
significant differences between current taxes with 
Denmark highest at 32% and France lowest with 7%. 
Contributions for social benefits also varied 
considerably from 20% in the Netherlands to 5% in 
Denmark (see table 1.4.16). 

Deductions of income through property and 
entrepreneurial income paid (table 1.4.17) were 
under 5% in all countries except Sweden and the 
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United Kingdom. The main element of this is interest 
paid. Deductions varied from 7% in Sweden (up to 
1993) to 1% in Germany (up to 1990). 

Table 
1.4.16 

Β 
DK 
D 
E 
F 

NL 
Ρ 
FIN 
S 
UK 

Share of unrequited current tranfers 
paid, as % of total resources 

1980 
31 

30 
22 
28 
23 
37 
14 
29 

26 

1990 
32 
37 
29 
25 
29 
26 
30 

-l9~r ' 
34 
39 
24 

1993 
31 
37 

27 
30 
28 
32 

32 
34 
23 

1994 

38 

27 
30 

32 

34 

23 
Source: Eurostat 

Table 
1.4.17 

Β 
DK 
D 
E 
F 

NL 
Ρ 
FIN 
S 
UK 

Share of property and 
entrepreneurial income paid, as % 

of total resources 
1980 

3 

1 
3 
3 

1 
4 
3 

5 

1990 
3 

1 
4 
4 
2 
4 
4 
6 
8 
10 

1993 
3 

4 
4 
2 
4 

5 
7 
6 

1994 

3 
3 

4 

4 

6 
Source: Eurostat 

Figure I.4.3: Gross disposable income, as 
% of total resources 
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Property and entrepreneurial income was a net 

provider of income to households in all countries other 

than Sweden. There have been substantial movements 

with the contribution provided in the Netherlands 

dramatically reduced while in Belgium there has been a 

significant increase. 

Gross disposable income as a proportion of total 

resources varied in 1994 from 62% in Denmark and 

Finland to 72% in Sweden. France and Spain have 

seen significant falls in the proportion of gross domestic 

income to total resources while Sweden and the United 

Kingdom have seen the largest increases (see table 

1.4.18 and figure I.4.3) 

Table 

1.4.18 

B 

DK 

D 

E 

F 

I 

NL 

Ρ 

FIN 

S 

UK 

Gross disposable income, as % of 

total resources 

1980 

67 

69 

76 

70 

75 

63 

82 

68 

70 

1990 

66 

63 

70 

70 

67 

72 

66 

77 

61 

52 
67 

1993 

66 

63 

69 

67 

70 

63 

63 

59 
72 

1994 

62 

70 

67 

: 
64 

62 

72 

Source: Eurostat 

I.4.3 Private households as a saver 

The savings habits of private households will be 

examined using savings ratios. This form of 

measurement, has the advantage that it is not 

influenced by inflation of national level. 

Figure I.4.4: Savings ratios for the prívate 
households 
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The savings ratio, calculated as the ratio of gross 

disposable income and gross saving is shown in table 

1.4.19 and figure I.4.4 for the eleven Member States for 

which data is available. 

Savings ratio for the Union (EUR 11) fell between 1980 

and 1994. 

The savings ratio recovered in the early 1990s but then 

fell back to 10% in 1994 by over four percentage 

points. This was mainly due to lower ratios in the 

United Kingdom, Finland, the Netherlands and 

Denmark. 
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There are significant differences between individual 
countries. Denmark had the lowest savings ratio in all 
the years observed. 

Between 1980 and 1985, Portugal and Italy alternated 
as the country with the highest savings ratio, out of the 
eleven Member States shown in the table. However, 
from 1986, Italy consistently had the highest savings 
ratio. 

In 1994, compared with 1980, savings ratios fell in the 
majority of the Member States. However they rose in 
Belgium and the Netherlands. Rates fell in the United 
Kingdom, Finland and France. 

Between the years shown in the tables, significant 
movements occurred. Savings, which are the residual 
between income and consumption, can thus move 
substantially from year to year (both up and down). 

Table 1.419 

Β 
DK 
D 
E 
F 
I 
NL 
Ρ 
FIN 
S 
UK 
EUR11 

Savings ratios for the private households 

1980 
19 

12 
11 
18 
27 
12 
28 
14 

13 
14 

1990 
17 
6 
13 
11 
13 
25 
18 
18 
10 
5 
8 
13 

1993 
21 
8 

13 
14 
23 
15 

13 
12 
11 
13 

1994 
20 
5 

11 
14 

15 

11 

9 
10 

Source: Eurostat 
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1.5 General government in the Union 

Definition of general government 

The ESA states that "the general government sector 
includes all institutional units which are principally 
engaged in the production of non-market services 
intended for collective consumption and/or in the re­
distribution of national income and wealth. The 
principal resources of these units are derived directly 
or indirectly from compulsory payments made by 
units belonging to other sectors". It is divided into 
three sub-sectors: central government, local 
government and social security funds. Government 
institutions provide their services to the community 
free of charge or at a price (charge) which covers 
less than half of the production costs. Institutions are 
classified as public enterprises when they charge for 
their services at a rate which should normally cover 
more than half the costs. They are therefore not 
recorded in the sector general government but under 
corporate and quasi-corporate enterprises. The main 
difference between social security funds and 
insurance enterprises is that there is a statutory 
requirement for certain population groups to insure 
themselves with such funds against risks such as 
illness, old age or unemployment. In addition to the 
administration of social security funds, government 
institutions are typically responsible for areas such as 
public, administration, security and defence. 
However, its responsibility usually extends to 
education, public health, social welfare and sewage 
and waste water disposal if the revenue from sales 
(including charges) amounts to less than half of 
current revenue (as explained above). However, 
there may be considerable differences between the 
individual countries in the sectors to which these 
activities, particularly the last two, are allocated. 

Taxes and social security contributions are the main 
sources of general government revenue. There are, 
however, others (as shown in table 1.5.1). 

1.5.1 General government revenues and 
expenditures 

Within general government revenue and expenditure, 
a distinction is made between current and capital 
transactions. The latter results in a direct change in 
the assets of at least of one of the parties to the 
transaction (mostly the non-government sectors). 
Typical examples are inheritance tax or investment 
subsidies. It should also be noted that redistribution 
transactions between units of a sub-sector of general 
government have been consolidated, i.e. are not 
entered under either revenue or expenditure. How­
ever, this does not apply to taxes on production paid 
by government producers or to subsidies received by 
them. The EU's own resources are entered according 
to the ESA as direct payments to the rest of the 
world, and therefore the agricultural levies, import 
duties and VAT-own resources are not included 
under either revenue or expenditure of general 
government. 

Table 
1.5.1 

General government revenue 
in the EU Member States in 1994, 

EUR 15(1» 

Current taxes 
Actual social security contributions 
Income from property and 
indemnity insurance payments 
Other current transfers 
Capital-forming revenue 
Total revenue 

Mrd ECU 
1461 
854 

80 
72 
27 

2494 

% 
58.6 
34.2 

3.2 
2.9 
1.1 

100.0 
(1) without GR, IRL, L, P, S; E and FIN: partial estimates 
Source: Eurostat 

Purely financial transactions, on the other hand, are 
not included as revenue in this sense. Examples of 
such transactions are income from borrowing, from 
issuing public loans or expenditure on repaying public 
loans. 

The main item of general government expenditure is 
current transfers, such as payment of pensions and 
other assistance to private households, subsidies to 
producers, or development aid to the rest of the 
world. This is followed by compensation of employees 
working for general government (manual and non-
manual workers, civil servants and military 
personnel). Imputed social security contributions (e.g. 
reserves for civil service pensions) are, not included 
here. Purchases for intermediate consumption and in­
terest payments are also important (see table 1.5.2 
below): 

Valuation of general government 

Since there are no market prices for the services 
general government usually provides free of charge, 
their value is determined, by agreement, on the basis 
of the production costs (compensation of employees, 
intermediate consumption, depreciation, and taxes on 
production), whereby it is assumed that neither profits 
nor losses are generated. If income from (incidental) 
sales (including user charges) and the value of own-
account output of fixed capital goods are deducted 
from the production value, the result is general 
government consumption, the entire amount of which 
is, by agreement, entered under final consumption of 
gross domestic product, even though parts of public 
services are used by other producers and are actually 
intermediate consumption. 

The difference between revenue and expenditure is 
more or less the financial balance. If expenditure is 
greater, the financial deficit shows by how much the 
general government debt has increased over the pe­
riod. 
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Table 
1.5.2 

General government expenditure 
in the EU Member States, EUR 15<1' 

in 1994 

Current transfers 
Compensation of employees 
Income from property and 
net indemnity insurance 
premiums 
Intermediate consumption 
Gross fixed capital formation 
Capital transfers 
less: sales and own-account 
output of fixed capital goods 
Total expenditure 

Mrd ECU 
1470 
575 

299 
389 
166 
77 

-159 
2817 

% 
52.2 
20.4 

10.6 
13.8 
5.9 
2.7 

-5.6 
100.0 

(1) without GR, IRL, L, P, S; E and FIN: partial estimates 
Source: Eurostat 

The revenue and expenditure of general government 
as defined here refer primarily to actual payment 
transactions with other sectors. They differ from more 
comprehensive approaches in that: 

intra-sectoral transactions are consolidated 
no account is taken of depreciation 
no account is taken of imputed social security 
contributions. 

These differences have exactly the same impact on 
revenue and expenditure, so that the financial 
balance is not affected. 

The following points about difficulties with the data 
should be borne in mind when interpreting the data in 
the tables below and in comparing them with other 
sources: for 1995 only some highly aggregated main 
indicators have been available; the 1994 results for 
the Union are mainly Eurostat estimates which may 
be revised. The data for Germany after 1990 also 
include the new Lander and East Berlin. In order to 
take account of the territorial increase, the figures 
and growth rates from that year on have been 
recalculated on the basis of the 1991 situation. The 
pre-1985 data for the Netherlands are not fully 
comparable with the revised data from 1985 on. The 
revised data for Portugal from 1986 also include the 
Azores and Madeira. In comparisons over time, no 
adjustments have been made for the breaks in the 
time series resulting from these territorial changes. 

1.5.2 Generai government share in GDP 

In the individual Member States of the EU there are 
considerable differences in the form and extent of 
general government involvement in economic activity. 
This is usually measured by means of the "general 
government share", i.e. general government 
expenditure as a percentage of gross domestic 
product. This is an artificial share, since expenditure 
also includes payments which are not components of 
GDP, e.g. transfers. 

In the EU, general government expenditure 
accounted for between 60% (Denmark) and about 
40% (Ireland, Portugal and the United Kingdom) of 
GDP. Since 1980 this share increased in some 
countries (Denmark, Spain, France and Sweden) 
while it decreased in some others. 

From 1980 to 1994, in the most Member States, 
general government expenditure (in %) have 
increased more rapidly than GDP, which is expressed 
by an elasticity of expenditure greater than one, as it 
is shown in table 1.5.3. 

I.5.3 General government as a producer 

General government produces administration, 
security, health-care; education and similar services 
which are provided free of charge to the community. 
In national accounts the value of these services is 
measured on the basis of the production costs (minus 
purchases and gross fixed capital formation produced 
on own account) and recorded as general 
government consumption under uses of GDP. 

In the EU in the shown period, about 17% of GDP 
was used for general government consumption (see 
table 1.5.4). Among the Member States, Denmark pro­
duced the largest share of public services from GDP, 
about 25%, while this figure was relatively low in 
Germany (about 12%), Luxembourg (1990 over 
13%), and the Netherlands (14.4%). However, these 
differences are to some extent due to the way in 
which social health-care services are recorded. 

Table 
I.5.3 

1980 
1990 
1991 
1992 
1993 
1994 

1994 

1980/94 
1990/94 

General government expenditures 
Β DK D GR E F IRL I L | NL A p FIN s UK EUR15(1 

% of GDP 
54.4 
50.9 
51.7 
52.2 
53.0 
52.8 

52.9 
55.2 
55.7 
57.4 
59.6 
59.6 

45.7 
42.8 
45.7 
46.5 
47.5 
47.1 

31.5 
41.8 
43.4 
44.4 
47.5 

42.7 
46.4 
47.5 
49.0 
51.3 
51.3 

48.6 
40.7 
42.0 
42.4 
42.3 

38.9 
49.2 
49.6 
51.3 
52.7 
49.8 

49.9 53.0 
53.2 
53.6 
54.4 
54.9 
53.0 

44.9 
45.1 
46.2 
46.9 
49.5 
48.6 

33.7 
41.1 
44.2 
44.2 

36.8 
44.8 
53.9 
59.1 
60.7 
58.0 

58.3 
60.6 
66.4 
70.3 

39.4 
38.2 
39.4 
41.2 
41.7 
41.2 

42.9 
45.4 
46.9 
48.4 
49.7 
48.7 

1980 = 100 
218 

1,00 
1,01 

291 

1,01 
1,02 

305 
Elasticity 

1,00 
1,02 

1,03 
1,03 

281 337 223 325 
of general government expenditures with re 
1,01 
1,03 

0,99 
0,99 

1,02 
1,00 

1,00 
1,00 

1,01 
1,02 

speet t 
353 

D GDP 
1,03 
1,07 

233 

1,00 
1,02 

288 

1,01 
1,02 

(1) Estimate 
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Table 

1.5.4 

1980 

1990 

1994 

General government consumption in % of GDP 

Β 

17,8 

14,4 

15,1 

DK 

26,6 

25,3 

25,5 

D 

14,0 

12,1 

12,4 

GR 

13,6 

17,3 

E 

12,7 

15,6 

16,9 

F 

18,1 

18,0 

19,6 

IRL 

19,7 

15,1 

15,8 

I 

14,7 

17,4 

17,1 

L 

16,7 

13,5 

NL 

17,6 

14,5 

14,4 

A 

18,0 

17,8 

19,0 

Ρ 

12,8 

15,6 

ΠΝ 

18,0 

21,1 

22,2 

S 

27,4 

UK 

21,6 

20,6 

21,6 

EUR15*
11 

16,9 

17,0 

16,9 

(1) Estimate 

Source: Eurostat 

In Denmark, the United Kingdom and Ireland these 

services are financed from the general public sector 

budget and are therefore included in general 

government consumption, while in the other countries 

it is the social security funds which finance the 

(imputed) expenditure of private households, so that 

these health­care services are recorded as private 

consumption. 

I.5.4 General government as a employer 

In all economies, general government is one of the 

main employers. Many people earn their living as civil 

servants, as public­sector manual and non­manual 

workers or as military personnel (see table 1.5.5). 

In the European Union, over 15% of all employed or 

self­employed persons work in the public sector 

(15.5% in 1994). The percentage is particularly high 

in Denmark, at more than 30% and relatively small in 

Greece, just over 11%, and Luxembourg, just under 

11%. 

About a quarter of general government expenditure in 

the EU countries was spent on wages and salaries, 

which also include actual contributions to social 

security funds. Table 1.5.6 also shows that this pro­

portion has decreased somewhat over time, as 

transfers by general government have increased 

disproportionately. 

I.5.5 General government as a purchaser 

In order to perform its functions, not only as producer 

of public services but also as provider of public infra­

structure facilities (such as the road network), general 

government must use substantial quantities of goods 

and services as intermediate consumption or as 

capital goods, which it usually purchases in the 

market (see table 1.5.6). 

In the EU, countries purchases of goods and services 

by the state accounted for just under 20% of general 

government expenditure in 1994. The figure is 

particularly high in the United Kingdom, at 35%. 

General government is therefore a significant 

customer of market producers, especially those in the 

construction branches. 

I.5.6 General government as a 

redistributor 

General government is unique in that it finances itself 

through compulsory payments (taxes and social 

security contributions) but, on the other hand, spends 

a large part of its revenue, without receiving anything 

specific in return, on those in need (the sick, the 

unemployed, etc.) or to recipients of old age 

pensions. This redistributive function of general 

government reflects its social function, particularly in 

relation to private households. 

In 1994 current transfers by general government to 

private households in the Union accounted for about 

45% of general government expenditure, with a 

moderate upward trend in recent years (see Table 

1.5.6). The proportion is highest in Germany, at 55%, 

and lowest in Portugal, at 26%, and Greece, at 27%. 

The low percentages for Denmark (35%) and the 

United Kingdom (36%) are connected with the above­

mentioned recording of social health­care services. 

Table 

I.5.5 

1980 

1990 

1991 

1992 

1993 

1994 

1994 

Employees of general government 

Β DK D GR E F IRL 1 L NL A Ρ FIN S UK EUR15
(1 

% of total employment 

18,9 

19,8 

19,4 

19,3 

19,4 

19,0 

28,3 

30,4 

30,7 

30,8 

31,8 

31,4 

14,6 

15,1 

15,9 

16,1 

16,1 

16,1 

7,8 

11,4 

11.7 

11,2 

11,3 

11,3 

15,0 

15,4 

15,9 

16,4 

16,3 

20,0 

22,8 

23,0 

23,6 

24,5 

24,8 

14,4 

14,0 

14,1 

14,3 

14,4 

14,7 

15,7 

15,6 

15,9 

16,2 

16,4 

10,8 

11,2 

10,8 

11,0 

10,8 

10,7 

14,6 

14,3 

14,0 

13,8 

13,7 

13,8 

14,4 

15,0 

15,3 

15,4 

15,2 

21,3 

19,8 

19,9 

19,4 

17,2 

17,3 

12,1 

14,8 

15,2 

15,4 

15,7 

15,5 

1980 = 100 

100 113 107 155 ■ 125 113 128 102 : I : 80 138 

(1) Estimate 

Source: Eurostat 
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Table 
1.5.6 

1980 
1990 
1994 

1980 
1990 
1994 

1980 
1990 
1994 

Selected expenditures of general government, as % of total expenditure of general government 
Β DK ° GR E F I IRL I I L NL A Ρ Ι FIN Ι S I UK 

Compensation of employees (2) 

25.1 
22.3 
23.2 

35.2 
33.3 
30.2 

24.1 
22.7 
22.1 

37.4 
29.7 
21.6 

31.2 
26.6 
27.3 

32.3 
28.5 
28.1 

25.6 
24.9 
28.4 

28.4 
25.9 
24.1 

23.5 
24.3 
25.9 

24.2 
18.4 
18.7 

26.8 
26.9 
26.4 

30.1 
30.6 
33.9 

34.2 
32.5 
25.2 

EUR15 ( , ) 

28.8 
27.5 
24.4 

Purchases of goods and services '3| 

14.1 
8.5 
8.2 

23.9 
19.1 
19.3 

18.6 
16.4 
16.1 

16.1 
22.3 
22.3 

21.3 
20.6 
19.4 

18.2 
16.5 
14.9 

20.3 
16.9 
21.2 

15.5 
17.1 
17.2 

28.2 
25.9 
25.8 

20.7 
16.5 
16.9 

29.8 
30.5 
35.0 

20.3 
20.2 
19.8 

Current transfers to private households 
43.4 
45.1 
46.2 

30.5 
31.7 
35.1 

50.6 
50.5 
54.9 

30.2 
31.0 
27.0 

40.4 
34.5 
38.0 

44.9 
45.8 
45.4 

25.4 
34.4 
39.5 

36.3 
37.0 
39.1 

45.6 
46.4 
52.8 

48.0 
48.5 
48.7 

39.8 
41.7 
42.5 

25.2 
26.2 
26.2 

28.0 
27.3 
28.9 
36.1 

41.6 
41.3 
45.8 

(1) Estimate 
(2) without imputed social contributions 
(3) intennediate consumption and gross fixed capital fondation of the general government 
Source: Eurostat 

I.5.7 Financing of general government 

In 1994, general government revenue from taxes, 
social security contributions, charges etc. covered 
only 90% of expenditure, the shortfall being made up 
by additional borrowing. Luxembourg is the only EU 
country where revenue is higher than expenditure. 

The way in which government expenditure is financed 
is largely determined by the way in which social 
benefits are financed. In Denmark, Ireland and the 
United Kingdom, they are largely financed from tax 
revenue, so that the share of social security 
contributions in revenue is correspondingly small 
(3.0%, 13.9% and 19.2% respectively in 1994), and 
tax revenue accounts for a correspondingly higher 
pro-portion. In 1994 just under 60% of general 
government revenue in the EU came from taxes, 

except in the three above-mentioned countries, where 
the figures were higher. 

Within the EU, however, there are also considerable 
differences in the form of taxation. Although the main 
tax source in all Member States is direct taxes on 
income and property, the differences are 
considerable, ranging from only 38.9% of total tax 
revenue in France in 1995 to 64.6% in Denmark (see 
Table I.5.8). 

Value added tax is the main indirect tax, accounting 
for just under 20% of total tax revenue in Italy and 
Denmark (in Luxembourg it has been even just 
17.5%) and for considerably higher proportions in 
Greece (28.6%), in France (28.1%), in Austria 
(26.3%) and in Germany (26.1%). It should be noted 
that the EU own resources are not included in either 
the revenue or expenditure of general government. 

Table 
I.5.7 

1980 
1990 
1994 

1980 
1990 
1994 

1980 
1990 
1994 

General government receipts 
Β 

83.7 
88.5 
90.0 

DK 

93.9 
97.3 
94.2 

D 

93.7 
95.2 
94.5 

GR E F IRL I L NL A Ρ FIN S UK EUR1511' 
% of the expenditures 

99.8 
70.5 
76.3 

91.6 
90.2 
94.6 

100.0 
96.7 
88.3 

77.4 
94.7 
98.6 

78.1 
77.8 
82.0 

99.3 
110.6 
116.3 

92.6 
90.4 
93.8 

96.2 
95.2 
90.8 

Tax receipts, as % of general government recei 
66.1 
62.9 
63.5 

88.5 
86.3 
87.4 

58.7 
56.0 
53.0 

62.0 
65.1 
59.1 

47.9 
58.8 
54.8 

54.5 
52.5 
53.3 

75.0 
76.3 
81.2 

60.6 
65.9 
65.8 

64.2 
66.9 
69.1 

54.5 
55.9 
53.4 

66.5 
64.9 
63.1 

114.3 
86.7 
83.3 

109.2 
112.0 
90.0 

107.2 
92.0 
96.7 
83.6 

92.4 
89.3 
89.2 

pts 
46.9 
62.9 
69.0 

69.5 
66.4 
61.0 

65.2 
79.8 
76.2 
75.9 

61.8 
61.8 
59.8 

Social contributions, as % of general government receipts 
29.5 
34.1 
33.4 

1.7 
2.9 
3.0 

36.5 
38.7 
40.8 

29.5 
30.1 
36.2 

41.4 
32.3 
31.6 

41.7 
43.0 
42.5 

13.7 
14.4 
13.9 

37.8 
33.7 
32.2 

27.4 
26.5 
26.0 

36.3 
35.4 
39.9 

30.5 
31.8 
34.4 

19.8 
27.9 
26.9 

23.6 
24.5 
29.3 

24.2 
17.6 
18.0 
19.2 

33.3 
32.8 
35.4 

Source: Eurostat 

Table 
1.5.8 
Value added tax 
Other taxes linked to production 
Current taxes on income and wealth 

Selected taxes, as % of the total tax receipts of general government, 1995 
Β 

21.2 
16.4 
61.1 

DK 
19.1 
15.8 
64.6 

D 
26.1 
25.1 
48.4 

GR 
28.6 
36.0 
33.6 

E 
23.5 
22.8 
52.5 

F 
28.1 
30.4 
38.9 

IRL 
23.2 
26.4 
49.9 

I 
19.3 
24.2 
54.7 

L 
17.5 
31.3 
50.8 

NL 
24.5 
22.4 
52.0 

A 
26.3 
27.9 
45.6 

Ρ 
27.7 
30.7 
41.3 

FIN 
23.9 
19.1 
56.4 

S 
19.6 
20.2 
60.0 

UK 
22.7 
27.1 
49.5 

EUR 15 
24.1 
25.2 
49.6 

Source: Eurostat 
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Table 
1.5.9 

1990 
1991 
1992 
1993 
1994 
1995 

1990/95 m 

1990 
1991 
1992 
1993 
1994 
1995 

Β 

-5.4 
-6.7 
-7.1 
-6.7 
-5.3 
-4.5 
-6.0 

131.0 
130.3 
131.5 
137.9 
135.5 
133.8 

DK 

-1.5 
-2.1 
-2.9 
-3.9 
-3.5 
-1.5 
-2.6 

-
64.6 
68.7 
80.1 
76.0 
72.1 

" 

-2.1 
-3.3 
-2.8 
-3.5 
-2.6 
-3.6 
-3.0 

43.8 
41.5 
44.1 
48.2 
50.4 
58.1 

GR 

-13.8 
-11.4 
-12.3 
-14.2 
-12.1 

-9.2 
-12.2 

82.6 
85.4 
89.4 

111.8 
110.4 
111.7 

E 
Government deficit and debt 

F | IRL | 1 
Government deficit (-) /surp 

-4.1 
-4.9 
-4.1 
-7.4 
-6.2 
-5.8 
-5.4 

45.1 
45.8 
48.0 
60.1 
62.6 
65.2 

-1.6 
-2.2 
-3.9 
-5.9 
-5.8 
-5.0 
-4.1 

-2.2 
-2.2 
-2.4 
-2.2 
-2.0 
-1.9 
-2.2 

-10.9 
-10.2 

-9.5 
-9.6 
-9.0 
-7.2 
-9.4 

Government debt, as 
35.4 
35.8 
39.7 
45.4 
48.4 
52.2 

96.8 
97.5 
95.0 
98.0 
91.7 
85.4 

97.9 
101.3 
108.4 
119.4 
125.4 
124.9 

L NL A 
lus (+), as % of GDP 

5.8 
1.9 
0.8 
1.7 
2.2 
1.1 
2.3 

-5.1 
-2.9 
-3.9 
-3.2 
-3.2 
-3.7 
-3.7 

%ofGDP ( J ' 
5.4 
4.2 
5.2 
6.2 
5.7 
5.8 

78.8 
78.8 
79.4 
81.1 
77.6 
78.7 

-2.2 
-2.6 
-1.9 
-4.1 
-4.5 
-6.1 
-3.6 

58.4 
58.6 
58.3 
62.8 
65.0 
69.2 

p 

-5.3 
-6.4 
-3.6 
-6.9 
-5.7 
-5.2 
-5.5 

67.7 
70.2 
63.7 
67.7 
70.0 
71.4 

FIN 

5.4 
-1.5 
-5.9 
-8.0 
-6.3 
-5.6 
-3.7 

14.5 
23.0 
41.5 
57.3 
59.5 
59.4 

s 
4.2 

-1.1 
-7.8 

-12.3 
-10.8 

-7.8 
-5.9 

43.8 
53.0 
67.1 
76.0 
79.3 
79.6 

UK 

-1.5 
-2.6 
-6.3 
-7.8 
-6.9 
-4.7 
-5.0 

35.4 
35.7 
41.9 
48.5 
50.3 
53.0 

(1) Average of the period 
(2) Debt held by non-public institutions 
Source: Eurostat, Notification of March 

at the end of the year 
1996 

Details about the state's revenue from taxes and 
social contributions are covered by chapter II of this 
publication. There, 1995 data are also given for the 
main categories of taxes and social contributions. 

Table 1.5.7 shows the extent to which government 
expenditure is covered by "normal" revenue 
(excluding erratic contributions such as privatisation 
proceeds). A further indicator of the burden placed 
on an economy by public net borrowing is the 
financial balance of general government as a 
percentage of GDP. 

Table 1.5.9 shows the considerable differences within 
the Union. The data shown in the table are revised 
values compared with the sector accounts. They 
have been taken from the Protocol on excessive 
deficit procedures following article 104c of the Treaty 
establishing the European Community (notification of 
March 1996), 

These data show that Luxembourg enjoys the most 
favourable situation, in that it has constantly achieved 
a net surplus, which in the period 1990-1995 was on 

average 2.3% of the country's GDP. Greece and Italy 
are at the other end of the scale with deficits of 12.2% 
and 9.4%, respectively, of GDP in the same period. 

On average only Luxembourg, Ireland, Germany and 
Denmark have been below or at the 3% limit over the 
last five years. However, Denmark exceeded the limit 
in 1993 and 1994. 

Table 1.5.9 also shows general government debt at 
the end of the year as a percentage of GDP. Debts 
between government institutions are not included. 
With 133.8% in 1995, Belgium has the highest 
government debt. This means that the total GDP of a 
particular year would, in accounting terms, be 
insufficient to pay off the government debt in full. 

The government debt is also high in Italy (124.9% of 
GDP) and Greece (111.7%). The most favourable 
situation is in Luxembourg (5.8%). 

In 1995 only Luxembourg, the United Kingdom, 
France, Germany and Finland were below the 60% 
limit of general government debt in relation to GDP. 
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1.6 Labour market in the Union 

1.6.1 Population 

Table 
1.6,1 

1970-1975 
1975-1980 
1980-1985 
1985-1990 
1990-1994 
1970-1994 

Cumulated variation rates of annual average population'1', in % 
Β 
1.6 
0.5 
0.1 
1.1 
1.5 
5.0 

DK 
2.7 
1.2 

-0.2 
0.5 
1.3 
5.6 

D<2> 
1.2 

-0.5 
-0.8 
2.2 
2.6 
4.8 

GR 
2.9 
6.6 
3.0 
2.3 
2.6 

18.6 

E 
5.1 
5.3 
2.7 
1.1 
0.8 

15.9 

F 
3.8 
2.2 
2.6 
2.6 
2.1 

14.0 

IRL 
7.7 
7.0 
4.1 

-1.0 
1.8 

21.0 

I 
3.0 
1.8 
0.3 
0.2 
0.9 
6.3 

L 
5.8 
1.4 
0.7 
4.1 
5.7 

19.0 

NL 
4.8 
3.5 
2.4 
3.2 
2.9 

18.0 

A 
1.5 

-0.4 
0.4 
2.0 
3.9 
7.5 

Ρ 
4.8 
7.4 
2.5 

-1.1 
0.1 

14.1 

FIN 
2.3 
1.4 
2.6 
1.7 
2.0 

10.5 

S 
1.9 
1.4 
0.5 
2.5 
2.6 
9.2 

UK 
1.1 
0.2 
0.6 
1.5 
1.4 
5.0 

EUR 15 
2.7 
1.7 
1.0 
1.6 
1.8 
9.0 

USA 
5.1 
5.5 
4.5 
4.8 
4.4 

26.7 

JAP 
6.0 
5.5 
3.4 
2.1 
1.2 

19.5 
(1) For Japan population on 1. October, for other countries on 1. January 
(2) Former German Democratic Republic included 
Sources: Eurostat (demographic statistics), Bureau of the Census, Population Division, USA. Ministry of health and welfare, 
Japan 

At the beginning of 1995, the population of the Euro­
pean Union amounted to 371.6 Mio. This is about 
96.1% of the combined populations of the US (261.6 
Mio) and Japan (125.0 Mio). Of the EU Member 
States, Germany had the largest number of 
inhabitants (81.6 Mio) followed by the UK, France and 
Italy (all three just below 60 Mio). 

In 1994, the population of the Union increased by 
0.31%. A comparison of this figure with those of 
Japan (+0.22%) and the US (+0.95%) reveals the 
difference in growth in the three economic areas. 
Table 1.6.1 shows the cumulated growth rates for the 
period 1970 up to including 1994. While the relative 
increase in the US fell only slightly during those 
years, the growth rate in Japan declined dramatically. 

In the Union the growth rates used to be relatively 
low, but started to rise again in the mid-eighties, due 
to increasing immigration. 

Within the Union, the population has grown by 9.0% 
in the last two-and-a half decades. The increase was 
only about 5% in Germany, Belgium and the UK. On 
the other hand, a population growth of about 20% 
was recorded in Greece, Ireland, Luxembourg and 
the Netherlands. 

Table 
I.6.2 

Natural increase 
+ Net migration 
= Population change 

Components of 
population change 

1994, in % 
EUR 15 

0.11 
0.21 
0.31 

USA 
0.65 
0.30 
0.95 

JAP 
0.29 

-0.07 
0.22 

Sources.Eurostat (demographic statistics);Bureau of the 
Census, Population Division, USA; Ministry of health and 
welfare, Japan 

The relative weight of the elements contributing to 
population growth differed between the three 
economic areas (see table 1.6.2). The US had a high 
rate of natural increase (births minus deaths). In 
Japan and the EU this rate was much lower. In both 
the EU and the US, net migration (immigration minus 

emigration) was an important factor. In the EU it 
caused two-thirds of the total population growth in 
1994. In Japan natural increase exceeded the 
population growth in 1994; net migration was 
negative. 

Within the Union, Germany had the highest level of 
net migration in 1994, amounting to 40.7% of the total 
EU-figure of 775.2 thousand net migrants. 

When we relate the 
number of inhabitants 
to the surface of the 
three economic areas 
(see table I.6.3), Japan 
appears to be the most 
densely populated. Its 
surface (377.8 thou­
sand km2) is much 
smaller than that of the 
EU (3235.0) and the 
US (9363.5). 

Wthin the Union there 
is a wide variation in 
population density. The 
Netherlands and 
Belgium have the 
highest densities. It 
should be noted that 
only the two most 
sparsely populated EU-
countries, Finland and 
Sweden are inhabited 
by less people per km2 

than the US. 

Tab. 
I.6.3 

A 
Β 
DK 
D 
GR 
E 
FIN 
F 
IRL 
I 
L 
NL 
Ρ 
S 
UK 
EUR 15 
USA 
JAP 

Populations-
density 1995 

(Inhabitants/km2) 
96 

332 
121 
228 

79 
78 
15 

107 
52 

190 
157 
376 
108 
20 

242 
115 
28 

331 
Source: Eurostat (demogra­
phic statistics);Bureau of the 
Census, Population Division, 
USA; Ministry of health and 
welfare, Japan In table I.6.4 the 

population is split into 
several age-groups. In 

all three areas the pro-portion of young persons (Ο­
Ι 4) has declined in the last 25 years. During that 
period the share of this group has remained much 
higher in the US than in the EU or Japan. In the EU, 
Ireland has the highest proportion of children (31.2% 
in 1970 and 24.7% in 1995). 

41 



Table 

1.6.4 

EUR15(1) 

USA 
JAP 

Population by major age-groups, in % 

0 -14 

1970 
24.7 
28.3 
24.0 

1995 
17.6 
21.9 
16.2 

15-64 

1970 
63.1 
61.9 
69.0 

1995 
67.0 
65.5 
69.6 

65+ 

1970 
12.2 
9.8 
7.0 

1995 
15.4 
12.6 
14.2 

65+/15-64 

1970 
19.3 
15.8 
10.1 

1995 
22.9 
19.2 
20.4 

65+ and 
0-14/15-64 

1970 
58.5 
61.6 
44.9 

1995 
49.2 
52.7 
43.7 

(1) Former German Democratic Republic included 
Sources:Eurostat (demographic statistics); Bureau of the Census, Population Division, USA; Ministry of health and welfare, 
Japan 

The proportion of elderly people (65+) increased 
considerably, especially in Japan. The ageing index 
(65+/15-64) was higher in the EU than in Japan and 
the US. Of the EU Member States the highest index 
was recorded for Sweden (27.3% in 1995). 

The dependency ratio is difficult to calculate for the 
Union as the age of entry into and exit from the labour 
market varies by country. For this comparison the 
ages used are " 0 - 1 4 and 65+" , with the working 
population aged between 15-64. 

The dependency ratio of all three areas dropped in 
the last twenty years, with the EU and the US being 
most affected. In Japan the fall in the share of 
children in the population was almost offset by a rise 
in that of the elderly. 

The share of women in the total population shows 
little difference between the three areas (see table 
1.6.5). In total, and particularly among the elderly, 
there are more women than men. In the youngest 
age-group men are in the majority, as they are at 
birth. 

Table 
I.6.5 

EUR 15(1995) 
USA (1993) 
JAP (1995) 

Population by se 
(females as % of t 

total population 
0-14 
48.7 
48.8 
48.7 

15-64 
49.7 
50.4 
49.8 

65+ 
60.5 
59.5 
58.8 

X 

hie 

Total 
51.2 
51.2 
51.0 

Sources:Eurostat (demographic statistics); Bureau of the 
Census, Population Division, USA; Ministry of health and 
welfare, Japan 

I.6.2 Employment 

In this sub-section, employment will be discussed in 
terms of persons in employment. This includes 
employers, self-employed, relatives working in family 
firms and employees. 

In 1995, for the first time since 1991, the number of 
people employed in the Union rose. Table 1.6.6 
shows that in the past three years there was a fairly 
significant improvement in employment in the United 
States, whereas the employment growth in Japan 
was only marginal. From 1990 onwards, in the US as 

well as Japan, employment increased by 
approximately five and a half percent. In the Union on 
the other hand employment remained the same. 

The trend, however, shows that the situation in the 
Union has improved since 1992: first the drop in 
employment slowed down and in 1995 employment 
rose. In Japan, the growth in employment of the early 
nineties has ended; compared with 1992 hardly any 
additional people were at work in 1995. Employment 
trends in the United States are better. After a de­
crease in 1991, employment has steadily risen (see 
table I.6.6). 

There were major differences among the Member 
States in 1995 (see table I.6.7). Employment growth 
was highest in Ireland (4.6%). Also in Spain, Den­
mark and Finland a considerable employment growth 
was recorded (over 2%), while the largest fall was in 
Luxembourg, at 1.6%. 

Table 
1.6.6 

1990 
1991 
1992 
1993 
1994 
1995 

Annual variation 
in employment, 

EUR15 ( 1 ) 

2.3 
0.4 

-1.6 
-1.4 
-0.4 
0.8 

USA(2> 
0.4 

-0.9 
0.6 
1.5 
2.3 
1.5 

rate 
i n % 

JAP 
2.0 
1.9 
1.1 
0.2 
0.0 
0.1 

(1) Figures for unified Germany only from 1992 onwards 
(2) The figures for the USA contain a break in the series as 
of January 1994. 
Sources:Eurostat, Labour Force Survey (LFS); OECD; 
national LFS for USA and Japan 

Recent trends are also quite different among the 
Member States: in the Netherlands employment has 
risen continuously since 1990, while in Finland and 
Sweden the employment situation deteriorated 
significantly in the nineties, especially in 1992 and 
1993. 

The general trend in the employment situation in the 
Netherlands is quite remarkable. Here the change in 
employment has not only been consistently positive 
but also above the EU-average. This may be partly 
due to the increase of part-time employment. 
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Table 
1.6.7 

1990 
1991 
1992 
1993 
1994 
1995 

1989-1995 

Β 
1.1 
2.6 
1.4 

-0.7 
0.1 
1.2 
5.8 

DK 
1.0 

-0.8 
0.1 

-2.6 
-1.2 
2.5 

-1.1 

D ( 1 | 

5.8 
0.8 

-1.3 
-1.1 
-0.8 
-0.2 
6.0 

GR 
1.3 

-2.3 
1.3 
1.0 
1.9 
0.9 
4.1 

Annual variation rate ir 
E 

2.9 
0.6 

-1.3 
-4.7 
-1.2 
2.6 

-1.4 

F 
0.6 
1.1 

-0.4 
-0.5 
-0.9 
1.6 
1.4 

IRL 
3.6 

-0.1 
1.3 
0.5 
4.5 
4.6 

15.2 

employment in 
1 

2.0 
1.4 

-4.2 
-1.4 
-1.5 
-0.4 
-4.2 

L 
2.4 
3.3 
1.5 
0.0 

-0.1 
-1.6 
5.5 

the Member states, in % 
NL 
4.1 
2.3 
3.0 
0.4 
1.0 
1.2 

12.5 

A 
2.1 
2.1 
1.8 
0.6 

Ρ 
1.8 
4.1 

-6.8 
-1.0 
-0.5 
-0.5 
-3.3 

FIN 
-0.1 
-5.2 
-7.2 
-6.1 
-0.7 
2.2 

-16.3 

S 
0.0 

-1.8 
-4.3 
-5.5 
-1.0 
1.8 

-10.5 

UK 
0.9 

-2.1 
-1.7 
-1.1 
0.7 
1.1 

-2.3 

EUR 15 
2.3 
0.3 

-1.6 
-1.4 
-0.3 
0.8 
0.6 

(1) Figures for unified Germany only from 1992 onwards 
Sources: Eurostat, Labour Force Survey 

Employment by activity 

As regards the proportion of people working in 
agriculture, industry and services, the employment 
structures in Japan and the European Union appear 
to be very similar (see table 1.6.8). In both economies 
5-6% of the economically active work in agriculture, 
while about a third have jobs in industry. The majority 
of the workforce (over 60%) works in the services 
sector. Services provide substantially more work in 
the United States than in the other two economies. 
Almost three quarters of the workforce are employed 
in the services sector. Thus, industry and agriculture 
have a relatively small role. 

Table 
I.6.8 

Agriculture 
Industry 
Services 
Total 

Employment by activity 

Shares in 1 

EUR 15 
5.3 

30.2 
64.5 

100.0 

USA 
2.9 

24.0 
73.1 

100.0 

995 

JAP 
5.7 

33.6 
60.7 

100.0 

Percentage 
changes 

1989 -1995 
EUR 15<11 

-22.6 
-7.9 
8.2 
0.6 

USA«" 
6.3 

-4.2 
10.5 
6.4 

JAP 
-20.6 

3.2 
10.0 

5.4 

(1) The percentage changes for EUR 15 do not include the 
former German Democratic Republic. 

(2) The figures for the USA contain a break in the series as 
of January 1994. 
Sources: Eurostat, Labour Force Survey; OECD, national 
LFS for USA and Japan 

On average, in the period 1989-1995 employment in 
agriculture fell by 4.2% per year in the EU and by 
3.8% in Japan. Rather surprisingly the number of 
persons employed in agriculture in the United States 

rose significantly, 6.3% between 1989-1995. This is 
mainly due to the effect of the revision of US 
employment data in 1994. 

In all three economies, more people were working in 
the services sector in 1995 than in 1989. The 1995 
changes were in line with the trend of a fairly steady 
growth in employment in services apparent over the 
last five years. 

The most notable difference between the Union and 
Japan concerns the trend in the number of industrial 
jobs. Between 1989 and 1995 the number fell by 
7.9% in the European Union, while it continued to 
increase by more than 3% in Japan. However, the 
figures from 1993 onwards show that the role of 
industry in Japan as a job creator ended. Between 
1992 and 1995 in Japan the number of persons 
employed in industry fell by 2.7%. 

To illustrate the enormous variety among the Member 
States regarding employment structure, table 1.6.9 
shows the employment shares of the three main 
sectors of activity. For instance, in the United 
Kingdom only about one out of every 50 workers is 
employed in agriculture, while the proportion is ten 
times higher in Greece. Agriculture still accounts for a 
substantial number of jobs in the southern Member 
States and Ireland in particular. 

The country with the largest share of employment in 
industry is Germany, at 36%, while in Greece and the 
Netherlands the share of industry is smallest, at 23%. 

Table 
I.6.9 
Agriculture 
Industry 
Services 
Total 

Agriculture 
Industry 
Services 
Total 

Employment by activity in the Member States, shares in 1995 
Β 
2.7 

28.3 
69.0 

100.0 

-15.0 
-4.9 
12.0 
5.8 

DK 
4.4 

27.1 
68.5 

100.0 

-23.5 
-1.6 
1.8 

-1.1 

D<S| 

3.2 
36.0 
60.8 

100.0 

-16.9 
-4.8 
15.3 
6.0 

GR 
20.4 
23.2 
56.4 

100.0 

E 
9.3 

30.2 
60.5 

100.0 

F 
4.9 

27.0 
68.1 

100.0 

IRL 
12.0 
27.8 
60.2 

100.0 

I 
7.5 

32.1 
60.4 

100.0 

L 
3.9 

25.3 
70.9 

100.0 

NL 
3.7 

22.8 
73.5 

100.0 
Employment by activity in the Member States, perce 

-16.1 
-6.2 
20.0 

4.1 

-30.3 
-8.9 
10.2 
-1.4 

-28.1 
-9.3 
10.6 

1.4 

-12.5 
7.9 

20.1 
15.2 

-22.1 
-3.8 
-1.5 
-4.2 

-10.6 
-1.5 
11.2 
5.5 

-14.9 
-6.3 
17.8 
12.5 

A'11 

7.3 
33.5 
59.2 

100.0 

Ρ 
11.5 
32.2 
56.3 

100.0 

FIN 
7.7 

27.9 
64.4 

100.0 

S 
3.1 

25.9 
71.0 

100.0 
ntage changes 1989-1995 

-42.5 
-10.0 
18.6 
-3.3 

-27.5 
-24.8 
-10.3 
-16.3 

-22.0 
-21.4 

-5.4 
-10.5 

UK 
2.1 

27.4 
70.5 

100.0 

-10.1 
-17.7 

5.9 
-2.3 

EUR 15|2> 
5.3 

30.2 
64.5 

100.0 

-22.6 
-7.9 
8.2 
0.6 

(1) The data for Austria referto the year 1994. 
(2) The percentage changes for Germany and EUR 15 do not include the former German Democratic Republic. 
Source: Eurostat, Labour Force Survey 
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In the Netherlands almost three-quarters of the 
working population are employed in the services 
sector; also Luxembourg, Sweden and the UK have a 
relatively high share. In these countries the part of the 
workforce working in the services sector is com­
parable to that of the United States. In Greece and 
Portugal, services only account for 56% of the jobs. 

The general trend in the past years concerning 
employment was practically the same across the 
European Union. Since 1989, the number of persons 
employed in agriculture and industry fell in all 
countries; except for Ireland, where industrial em­
ployment increased by 7.9%. In contrast, the number 
of persons employed in the services sector rose in 
most Member States. 

The speed of change in the division of labour varied 
considerably from country to country. The decline in 
agricultural employment was more than 25% in 
Finland, France, Portugal and Spain. At the same 
time, industrial employment also fell significantly, by 
almost 18%, in the United Kingdom. However, the 
largest fall in industrial employment took place in 
Sweden at almost 4% per year and in Finland at 4.6% 
per year. 

As regards employment in the services sector, 
Germany, Greece, Ireland, the Netherlands and 
Portugal all showed a growth rate of more than 15% 
in the 1989-1995 period. This is in particular sur­
prising for the Netherlands as this country had the 
highest share of employment in this activity. In the 
other countries services had relatively low shares, 
(see table I.6.9). 

1.6.3 Unemployment 

In 1995, unemployment in the European Union de­
creased by 3.4%. This was a break with the trend in 
the past years of continuous unemployment growth. 
In the US, unemployment decreased by 7.4%. There, 
the number of jobless has been falling from 1993 
onwards, after sharp rises in 1991 and 1992. In 
Japan, unemployment growth remained quite high, 
albeit from a much lower level (see table 1.6.10). 

Table 
1.6.10 

1991 
1992 
1993 
1994 
1995 

Annual variation rates of the 
number of unemployed, in % 

EUR15 ( 1 ) 

5.6 
12.6 
16.0 
4.0 

-3.4 

USA«2» 
22.6 
11.4 
-6.9 
-8.4 
-7.4 

JAP 
1.3 
4.6 

16.5 
15.9 

9.3 
(1) Figures for unified Germany only from 1992 onwards 
(2) The figures for the USA contain a break in the series as 
of January 1994. 
Sources: Eurostat, estimates based on LFS; OECD for 
USA and Japan 

Within the Union, developments differed quite a lot 
among the Member States. The number of un­
employed in Denmark fell by more than 18% in 1995. 
Unemployment rose fastest, by 3.8% in Italy and by 
2.5% in Portugal. 

Spain and Germany accounted for 38% of the 
Union's unemployment in 1995. The share of France 
in total unemployment was 16%, while Italy and the 
UK together accounted for some 29% of the EU's un­
employed. 83% of all the unemployed in the Union 
lived in one of these five countries (compared with 
79.2% of all persons). 

Since there were less people unemployed in the 
Union, in 1995 the unemployment rate in the EU fell 
for the first time in the nineties, reaching 10.8% (see 
figure 1.6.1). Despite recent increases, unemployment 
in Japan remained relatively low, at 3.1%. The US 
rate fell to 5.6% in 1995. In each region, the 1995 ra­
tes exceeded those of 1990. 

Within the European Union, unemployment rates only 
rose in Greece, Italy, the Netherlands and Portugal in 
1995. The Spanish, French, Italian, Finnish and Irish 
unemployment rates were above the Union average, 
the Spanish rate being more than twice the average. 
Luxembourg had the lowest unemployment rate in the 
Union, at 2.9%. 

Figure 1.6.1: Unemployment rate 
(Unemployed as percentage of total labour force) 

1990 1991 1992 1993 1994 1995 

^URIõ'1) BUSA<2> aJAP 
(1) Figures for unified Germany only from 1991 onwards. 
(2) The figures for the USA contain a break in the series as 
of January 1994. 
Sources: Eurostat estimates based on the Labour force 
statistics; USA, Japan: national Labour force statistics 

In 1995, more than a quarter of the total number of 
unemployed in the Union consisted of young people 
between 15 and 24 years of age (see table 1.6.11). 
This proportion was slightly higher than in Japan, but 
lower than in the US. 

In the EU, the share of young unemployed in total 
unemployment has fallen steadily since 1990, so that 
in 1995 it was 6.8 percentage points lower than in 
1990. In the US, it fell in 1991 and 1992, but 
increased from 1993 onwards, so that the 1995 
proportion of young people exceeded the 1990 figure. 
In 1995, Japan, like the US, showed an increase in 
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the proportion of young people in total unemployment. 
However, the 1995 level in Japan was 1.2 percentage 
points lower than that of 1990. 

regions, the 1995 proportion was more or less 
comparable to that of 1990. 

(1) Long-term unemployment in the EU' 

Unemployment lasting over a year in % of total 
unemployment 

1990 
1991 
1992 
1993 
1994 
1995 

47.8 
143.0 

43.6 
47.5 

49.0 

35.0 40.0 % 45.0 50.0 

(1) Figures for unified Gemnany only from 1991 onwards 
Source: Eurostat 

From 1990 through 1992 the growth of the 
unemployment rate in the Union coincided with a 
relative fall in long-term unemployment. In 1993 this 
growth in unemployment resulted in a rise of the 
proportion of the unemployed who had not worked for 
over a year, reversing the earlier trend. In 1995, 
especially short-term unemployment benefited from 
the decrease of the unemployment rate. Long-term 
unemployment increased to 49.0%, that is above the 
1990 level. 

Table 
1.6.11 

1990 
1991 
1992 
1993 
1994 
1995 

Youth unemployment 
(15-24 years), as percentage 
of the total unemployment 

EUR 15<1) USA'2' 
34.4 
32.4 
30.6 
29.6 
28.2 
27.6 

34.5 
32.8 
30.9 
31.1 
33.7 
35.0 

JAP 
26.9 
28.7 
27.5 
27.7 
25.5 
25.7 

(1) Figures for unified Germany only from 1991 onwards 
(2) The figures for the USA contain a break in the series as 
of January 1994. 
Source: Eurostat, estimates based on LFS; OECD for 
USA and Japan 

Among the Member States the share of young people 
in the total number of unemployed was highest in Italy 
(40.1%) and lowest in Germany (12.3%). 

In the Union the proportion of women in the total 
number of jobless was close to 50% in 1995. Table 
1.6.12 shows that this share was lower in the US and 
Japan. In the EU, the share in 1993 was markedly 
lower than in 1990, but it has risen since. In all three 

Unemployment by occupation in the EU 

Last occupation of unemployed persons in the EU in 
1994 as percentage of total EU-unemployment 

Occupation 
Armed forces 
Legislators, senior officials and managers 
Professionals 
Technicians and associate professionals 
Clerks 
Service workers and shop and market sales 
workers 
Skilled agricultural and fishery workers 
Craft and related trades workers 
Plant and machine operators and assemblers 
Elementary occupation 
No previous work 
No answer / not applicable 

0.1 
2.2 
2.6 
4.3 
5.9 

8.4 

1.2 
12.2 
5.9 

12.6 
19.6 
25.0 

Source:Eurostat 

Two out of ten unemployed in the Union in 1994 did 
not have any previous working experience. 45% of 
those who did have a job before consisted of craft 
and related trades workers and people with 
elementary occupations. As these occupations 
account for 24.8% of the total number of jobs, the 
chances of these people returning to their professions 
are less than the average. 

Among the Member States Greece had the highest 
share of women amongst its unemployed: 57.5% in 
1995. This share was smallest in the UK (35.1%) and 
in Ireland (39.4%). 

Table 
1.6.12 

1990 
1991 
1992 
1993 
1994 
1995 

Female unemployment as 
percentage of total unemployment 

EUR15'1' 
52.0 
50.4 
49.1 
47.5 
48.0 
49.1 

USA'2» 
44.7 
42.8 
42.7 
43.5 
45.4 
46.2 

JAP 
42.4 
43.2 
42.3 
42.8 
41.5 
41.4 

(1) Figures for unified Germany only from 1991 onwards 
(2) The figures for the USA contain a break in the series as 
of January 1994. 
Source: EUR15: Eurostat estimates based on the Labour 
force statistics; USA, Japan: national Labour force 
statistics 

To conclude, the rate of unemployment in the Union 
decreased in 1995. In the US unemployment fell as 
well, while in Japan it continued to rise. Compared 
with the US and Japan, however, the unemployment 
rate of the Union remained by far the highest. 
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1.7 Prices, conversion rates and interest rates in the Union 

1.7.1 Consumer prices 

For both the European Union and the Member States, 
the fight against inflation is currently one of the main 
concerns of economic policy. 

Trends in the overall index 

For the Union as a whole, a certain price stability has 
to some extent been achieved in recent years. As the 
data in table 1.7.1 on the consumer price index show, 
since the beginning of the 1990s there has even been 
a slowdown in annual inflation for the Union (5.2% in 
1991; 4.2% in 1992; 3.4% in 1993; 3.1% in 1994; 
3.1% in 1995). 

However, the good results for the Union as a whole 
conceal great differences between the Member 
States, ranging from a change of 1.0% for Finland to 
9.3% for Greece between 1994 and 1995. 

It must also be pointed out that in 1995 the inflation 
rates of the Union's major economic partners, i.e. the 
United States and Japan, were lower than that of the 
Union, with 2.8% for the United States and, 
especially, -0.1% for Japan. The differences in 
inflation in 1995 are illustrated in figure 1.7.1, in which 
the countries are classified according to the size of 
their inflation rate. 

The characteristic of the EUR 15 index 

The indices shown here are the national indices 
calculated according to the national methodologies. 
This means that there are differences with regard to 
coverage, index formula, base year and treatment of 
seasonal variations. In order to calculate the overall 
index, the national indices for the different product 
groups have been aggregated according to the ESA 
classification for the functions of consumption of 
households. The weighting used to obtain the EUR12 
index corresponds to each country's share in the 
Union's final consumption of households expressed in 
purchasing power parities. 

Figure 1.7.1: Yearly Inflation rates, 1995 

Source: Eurostat 

Table 

1.7.1 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
RN 
S 
UK 
EUR 12 
EUR 15 
USA 
JAP 

The cost of living price index -1985 = 100 

1980 
71.2 
68.3 
826 
39.1 
56.7 
63.3 
56.1 
525 
70.3 
81.8 
78.8 
35.2 
Θ6.5 
65.0 
70.7 
65.3 

76.6 
87.3 

1981 
76.6 
76.3 
87.8 
48.7 
65.0 
71.8 
67.5 
61.9 
76.0 
87.2 
84.2 
422 
74.4 
729 
79.1 
73.3 

84.5 
91.5 

1982 
83.3 
84.0 
925 
58.9 
74.3 
80.3 
79.1 
721 
83.1 
922 
88.8 
51.7 
81.5 
792 
85.8 
81.1 
812 
89.7 
94.1 

1983 
89.7 
89.9 
95.5 
70.8 
83.4 
88.0 
87.3 
827 
90.3 
94.8 
91.7 
64.8 
88.2 
86.2 
89.8 
88.0 
87.9 
926 
95.8 

1984 
95.4 
95.5 
97.8 
83.8 
927 
94.4 
94.9 
91.6 
96.1 
97.8 
96.9 
83.8 
94.5 
93.1 
94.3 
94.3 
94.2 
96.6 
98.0 

1986 
101.3 
103.7 
99.9 
123.1 
108.8 
1027 
103.8 
105.9 
100.3 
100.2 
101.7 
111.7 
103.6 
104.2 
103.4 
103,5 
103.6 
101.9 
100.7 

1987 
1029 
107.8 
100.1 
1432 
114.5 
105.9 
107.1 
110.9 
100.2 
99.8 
103.1 
1222 
107.2 
1086 
107.7 
106.9 
107.0 
105.7 
100.7 

1988 
104.1 
1127 
101.4 
1626 
120.0 
1087 
109.4 
116.5 
101.7 
100.7 
105.1 
133.9 
1126 
114.9 
113.0 
110.7 
110.9 
110.0 
101.4 

1989 
107.3 
118.1 
104.2 
184.9 
128.2 
1127 
113.9 
123.8 
105.1 
101.7 
107.8 
151.0 
120.0 
1223 
121.8 
116.3 
116.6 
115.3 
103.7 

1990 
111.0 
1212 
107.0 
2226 
136.8 
116.5 
117.6 
131.8 
109.0 
1042 
111.3 
170.9 
127.4 
135.1 
133.3 
1229 
123.3 
121.5 
106.9 

1991 
114.6 
124.1 
110.9 
266.0 
145.0 
120.2 
121.3 
140.0 
1124 
1083 
115.1 
189.6 
1328 
147.8 
141.1 
129.1 
129.7 
126.6 
110.4 

1992 
117.4 
1267 
115.3 
308.1 
153.5 
123.0 
125.1 
147.3 
115.9 
111.7 
119.7 
206.7 
136.7 
151.1 
145.4 
134.6 
135.1 
130.5 
1123 

1993 
120.6 
1283 
119.5 
3526 
160.6 
125.6 
126.9 
153.8 
120.1 
114.6 
124.0 
220.0 
139.7 
1582 
148.7 
139.0 
139.7 
134.3 
113.8 

1994 
123.5 
130.9 
1227 
391.1 
168.1 
127.8 
129.8 
160.0 
1227 
117.8 
127.7 
231.5 
141.2 
161.6 
1524 
143.3 
144.0 
137.8 
114.6 

1995 
125.3 
133.6 
125.0 
427.4 
176.0 
129.9 
1332 
168.3 
125.1 
120.1 
130.6 
241.1 
1426 
165.7 
157.6 
148.8 
148.5 
141.7 
114.5 

95/94 

w 
1.5 
21 
1.9 
9.3 
4.7 
1.6 
26 
5.2 
20 
20 
23 
4.1 
1.0 
25 
3.4 
3.8 
3.1 
28 
-0.1 

Source: Eurostat 
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Over the past ten years, it is Japan which has had the 
lowest inflation rate (up by 14.5 percentage points 
between 1985 and 1995), with the Netherlands 
achieving the best result (20.1 percentage points) 
among the EU countries. 

Japan's better performance on prices than that of the 
United States and the Union is illustrated for the 
period 1990-1995 in figure 1.7.2. 
During that period price trends in the Union and the 
United States were fairly similar. 

Table 
I.7.2 

Generalindex 

Food 

Beverages and tobacco 

Clothing and footwear 

Gross rent fuel and power 

Furniture, furnishings and 
household equipment 

Transport and communication 

Furcation, entertainment 
education and culture 

Miscellaneous goods and services 

Evolution of prices by purpose of consumption between 1990 and 1995, in % 

B 

129 

3.8 

16.4 

129 

16.7 

10.2 

11.8 

8.5 

17.7 

DK 

10.2 

8.3 

4.2 

5.9 

13.1 

8.4 

4.1 

11.3 

9.9 

D 

16.8 

9.0 

13.8 

10.9 

21.2 

13.6 

19.3 

124 

29.8 

GR 

92.0 

90.2 

121.3 

78.3 

108.2 

69.2 

93.9 

1029 

87.5 

E 

28.7 

18.1 

44.2 

34.3 

42.0 

23.1 

33.3 

25.1 

17.3 

F 

11.5 

5.0 

29.6 

7.2 

24.5 

9.2 

14.0 

23.0 

16.3 

IRL 

13.3 

8.3 

21.8 

4.5 

9.6 

11.7 

6.6 

17.7 

21.0 

I 

27.7 

29.9 

29.9 

23.6 

32.8 

25.3 

320 

23.0 

31.9 

L 

14.8 

7.5 

21.3 

14.2 

19.7 

15.1 

16.7 

9.1 

19.6 

NL 

15.3 

7.3 

18.4 

•4.3 

23.3 

6.7 

16.6 

6.3 

14.6 

A 

17.3 

128 

23.3 

14.6 

15.1 

17.3 

Ρ 

41.1 

24.5 

49.0 

43.3 

46.6 

55.3 

51.9 

41.8 

46.2 

FIN 

11.9 

-5.2 

20.5 

15.9 

0.6 

13.9 

24.4 

17.6 

15.3 

S 

226 

3.0 

27.9 

5.8 

40.8 

12.8 

28.8 

14.7 

25.5 

UK 

18.2 

14.7 

424 

4.8 

4.5 

16.9 

24.2 

20.0 

32.8 

Source: Eurostat 

Over the same period the rise in prices was relatively 
moderate (between approximately +25 percentage 
points and +48 percentage points) for a good number 
of Member States except the United Kingdom, Swe­
den, Italy and Spain, whose rates ranged between 
+57 percentage points and +76 percentage points, 
and particularly in Portugal (+141 percentage points) 
and Greece (+327 percentage points). 

However, the relatively small weight of these two 
countries in the EUR 15 index does not have too dra­
matic an effect on the result for the Union as a whole, 
where there was an increase of 48.5 percentage 
points between 1985 and 1995. 

Source: Eurostat 

The interim indices of consumer prices 

In February 1996 Eurostat published for the period 
February 1996 - February 1995, interim indices of 
consumer prices. These indices have been 
constructed primarily to assess the convergence of 
EU Member States' economies preparatory to Eco­
nomic and Monetary Union. According to the Treaty 
on European Union, price stability is one of the four 
convergence criteria. 

The interim indices are based largely on the national 
Consumer Price Indices presented here above. In 
order to improve comparability certain categories of 
expenditure of the national indices have been ex­
cluded, whereas others have been introduced. 

These interim indices do not yet ensure a perfect 
comparability. However, taken together with other 
information they provide a better basis for assessing 
convergence than the national indices. In 1997 they 
will however be replaced by Harmonised Indices of 
Consumer Prices which will be established on the 
basis of the regulation of the Council (EC) n°2494/95 
from 23/10/95. These indices will then provide a 
better basis for comparison. 

It should be noticed that the interim indices and the 
Harmonised Indices of Consumer Prices are de­
signed expressly and only for international compari­
sons. They will not replace national Consumer Price 
Indices (CPIs), which will remain the chosen measure 
for domestic purposes for as long as countries them­
selves wish. 
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The main functions of consumption 

The differences between the Member States in the 
rate of increase of the overall index are even greater 
if we analyse the main functions of consumption, for 
which table 1.7.2 shows the trends between 1990 and 
1995. 
In most countries, for instance, the price increase for 
food was moderate and lower than that of the overall 
index (approximately between 5% and 9% for France, 
the Netherlands, Ireland, Luxembourg, Germany and 
Denmark and only 3.0% for Sweden over a five-year 
period). It is only in Greece and Italy that the trends in 
the overall index and the food index were approxi­
mately the same. 
On the other hand, the index for beverages and to­
bacco rose more than the overall index everywhere 
except Denmark and Germany, and especially in 
Greece (which rose by 121.3% against 92.0%). An­
other index which rose more rapidly than the overall 
index is that of rents and fuel, except in Ireland and 
the United Kingdom. 
In addition to comparing these indices from country to 
country, it is interesting to see how the prices for the 
various categories of products varied within a coun­
try. This analysis shows that the price trends in most 
of the countries were very heterogeneous, and the 
same also applies to EUR 15. 

The structure of consumption 

The effect of the price trends for the various functions 
of consumption on the overall index is illustrated by 
the share of the various functions in the total con­
sumption of households. The weightings used to cal­
culate the overall index reveal great differences be­
tween the Member States in the structure of con­
sumption (It should be mentioned that these data dif­
fer in some cases from those of the national ac­
counts). Food, for example, represents 39.2% of total 
consumption in Portugal, 29.0% in Greece and only 
13.2% in the United Kingdom. Housing accounts for 
28.5% of the Danish index, but only 7.6% of the Ital­
ian index; expenditure on health care accounts for 
9.1% of the French index compared with only 0.6% of 
the Netherlands index. 

These figures, which should reflect consumption hab­
its in the various countries, are nevertheless influ­
enced by the differences in the prices of the various 
product groups (since they are based on expenditure 
values) and by the institutional differences in the 
provision of certain services in the Member States. 
This last remark applies particularly to health-care 
services and education. 

I.7.2 Exchange rates and ECU 

The Exchange Rate Mechanism 

The Exchange Rate Mechanism (ERM) of the 
European Monetary System is aimed at achieving 
greater exchange rate stability. The ERM is based on 

a grid of central parities between each pair of 
individual currencies and between each currency and 
the ECU. 

Table I.7.3 ECU central and 
notional rates 

(tn use since 
06/03/95) 

B/LFR 39.3960 
DKR 7.28580 
DM 
DR 
PTA 
FF 
IRL 
LIT 2106.15 
HFL 2.15214 
ESC 195.792 
UKL 0.786652 

1.91007 
292.867 
162.493 
6.40608 
0.792214 

Source: European Commission 

Since 2 August 1993, the exchange rates of the 
currencies participating in the ERM (all EU currencies 
except the Greek drachma, British pound and the 
Italian lira for which "notional" central rates have been 
set up, and the currencies of the three new Member 
States) could not diverge by more than 15% from the 
bilateral central rates in the grid (ECU central and 
notional rates are shown in table 1.7.3). In principle, 
intervention is compulsory when the intervention 
points defined by the fluctuation margins are reached. 
In addition, when a currency crosses its "threshold of 
divergence", i.e. 75% of the maximum spread of 
divergence for each currency, high-level meetings 
result, as well as a presumption that the authorities 
concerned will correct this situation by adequate 
measures, namely: 

- diversified currency intervention, 
- domestic monetary policy (interest rate action), 
- other economic policy measures, 
- changes in central rates. 

Table I.7.4 Composition of the 

since 21/09/1989 
DM 
FF 

HFL 
BFR 
LFR 
LIT 

DKR 
IRL 
UKL 
DRA 
PTA 
ESC 

0.62420 
1.33200 
0.21980 
3.30100 
0.13000 

151.80000 
0.19760 
0.00855 
0.00855 
1.44000 
6.88500 
1.39300 
1 ECU 

Source: European Commission 
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The ECU is an important component of the European 
Monetary System. It is valued in terms of a basket 
which is defined by specific amounts of the currencies 
of 12 Member States of the European Union. It is 
worth noting that the currencies of the Member States 
who joined the EU on 1 January 1995, namely 
Austria, Finland and Sweden, are not included in the 
ECU basket 

of which the highest rise was the HFL by almost 20%. 
Over the same period, the USD lost 42% of its ECU 
value and reached its lowest level in the period, 
whereas the YEN appreciated by 47%. Another 
important conclusion drawn from the above table is 
the relative stability of the ERM currencies during the 
period 1988-1991, in comparison with the period 
1980-1987. 

The official exchange rate of the ECU vis-à-vis its 
constituent currencies and some ten other currencies, 
is calculated daily on the basis of the composition of 
the ECU basket (see table I.7.4) and the USD 
exchange rate of the constituent currencies. 

The following method of calculation is used by the EU 
Commission: the central banks of the Member States 
inform the National Bank of Belgium of their USD 
exchange rate which is prevailing on their foreign 
exchange market. This information is chanelled to the 
EU Commission which calculates an ECU equivalent, 
first in USD and then in the currencies of the Member 
States. 

Table 1.7.5 shows the yearly averages of the 
exchange rates for the ECU against the national 
currencies of the Member States of the EU, and 
against the USD and the YEN (amount of each 
currency per ECU). 

Table 1.7.6 contains the annual average exchange 
rates of the EU currencies, plus the USD and the 
YEN, against the ECU, in terms of an index. 

This shows the amount of ECU per unit of national 
currency with a base year of 1985. 

This table illustrates that in the 11 years to 1995, six 
ERM currencies have appreciated against the ECU, 

In 1995, the following evolutions were observed: 

- The B/LFR, DKR, DM, HFL, and ÖS appreciated 
by more than 3% against the ECU. 

- The FF appreciated by some 1%. 

- The PTA and the ESC devalued by 7% and 3.5% 
respectively on 6 March 1995. However, the 
average value of the PTA in terms of ECU fell only 
2.5% between 1994 and 1995, whereas the ESC 
rose slightly. 

-The UKL, after stabilising its value in 1994, fell 
6.4% in 1995. The IRL depreciated by 2.8%. 

- The DR depreciated by 5.2%, the smallest 
depreciation in the last 15 years. 

-The Italian lira depreciated by 11% against the 
ECU, the highest fall of all EMS currencies. 

- The SKR, after stabilising in 1994, depreciated by 
1.7%, whereas the FMK rose sharply against the 
ECU (+8.4%). 

- After a 4-year rise, the YEN receded slightly (-
1%). The USD went sharply down with a year-
on-year depreciation of 10% against the ECU. 

Table 

I.7.5 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

ECU exchange rates - yearly averages 

BflJFR 

40.5980 

41.2947 

44.7116 

45.4380 

45.4421 

44.9137 

43.7979 

43.0410 

43.4285 

43.3806 

42.4257 

42.2233 

41.5932 

40.4713 

39.6565 

38.5519 

DKR 

7.8274 

7.9226 

8.1569 

8.1319 

8.1465 

8.0188 

7.9357 

7.8847 

7.9515 

8.0493 

7.8565 

7.9086 

7.8093 

7.5936 

7.5433 

7.3280 

DM 

2.5242 

2.5139 

2.3760 

2.2705 

2.2381 

2.2263 

2.1282 

2.0715 

2.0744 

2.0702 

2.0521 

20508 

2.0203 

1.9364 

1.9245 

1.8738 

DR 

59.4180 

61.6230 

65.3420 

78.0880 

88.4150 

105.7390 

137.4250 

156.2680 

167.5760 

178.8400 

201.4120 

225.2160 

247.0260 

268.5680 

288.0260 

302.9890 

PTA 

99.7020 

102.6760 

107.5580 

127.5030 

126.5690 

129.1350 

137.4560 

1421650 

137.6010 

130.4060 

129.4110 

128.4690 

1325260 

149.1240 

158.9180 

163.0000 

FF 

5.8690 

6.0399 

6.4312 

6.7708 

6.8717 

6.7950 

6.7998 

6.9291 

7.0364 

7.0239 

6.9141 

6.9733 

6.8484 

6.6337 

6.5826 

6.5251 

IRL 

0.6760 

0.6910 

0.6896 

0.7150 

0.7259 

0.7152 

0.7335 

0.7754 

0.7757 

0.7768 

0.7678 

0.7678 

0.7607 

0.8000 

0.7936 

0.8155 

UT 

1189.2100 

1263.1800 

1323.7800 

1349.9200 

1381.3800 

1447.9900 

1461.8800 

1494.9100 

1537.3300 

1510.4700 

1521.9800 

1533.2400 

1595.5100 

1841.2300 

1915.0600 

2130.1400 

HFL 

2.7603 

2.7751 

2.6139 

25372 

2.5234 

25110 

2.4009 

23342 

2.3348 

23353 

2.3121 

23110 

2.2748 

21752 

2.1583 

2.0989 

ÖS 
17.9686 

17.7151 

16.6991 

15.9689 

15.7349 

15.6428 

14.9643 

14.5710 

14.5861 

14.5695 

14.4399 

14.4309 

14.2169 

13.6238 

13.5395 

13.1824 

ESC 

69.5520 

68.4950 

78.0070 

98.6890 

115.6800 

130.2510 

147.0880 

162.6160 

170.0590 

173.4130 

181.1090 

178.6140 

174.7140 

188.3700 

196.8960 

196.1050 

FMK 

5.1722 

4.7930 

4.7072 

4.9482 

4.7241 

4.6942 

4.9797 

5.0652 

4.9436 

4.7230 

4.8550 

5.0021 

5.8070 

6.6963 

6.1908 

5.7086 

SKR 

5.8810 

5.6347 

6.1434 

6.8212 

6.5110 

6.5213 

6.9957 

7.3100 

7.2419 

7.0994 

7.5205 

7.4793 

7.5330 

9.1215 

9.1631 

9.3319 

UKL 

0.5985 

0.5531 

0.5605 

0.5870 

0.5906 

0.5890 

0.6715 

0.7046 

0.6644 

0.6733 

0.7139 

0.7010 

0.7377 

0.7800 

0.7759 

08288 

USD 

1.3923 

1.1165 

0.9797 

0.8902 

0.7890 

0.7631 

0.9842 

1.1544 

1.1825 

1.1018 

1.2734 

1.2392 

1.2981 

1.1710 

1.1895 

1.3080 

YEN 

315.0440 

245.3790 

243.5460 

211.3540 

187.0890 

180.5590 

164.9970 

166.5980 

151.4590 

151.9380 

183.6600 

166.4930 

164.2230 

130.1470 

121.3220 

123.0120 

Source: Eurostat 
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Tabte 

L7.6 

1980 

1981 

1982 

1983 

1984 

1985 

19Θ6 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

rXUeDa±anr^rateirriex(1 urrt cf natwnal currency=... H U , Base 1965=100), annual averages 

BUR 

110.63 

10377 

10Q53 

9886 

9884 

10C 

10255 

104.35J 

10342 

10354, 

10586 

103.37 

10802 

11Q99 

11326 

11651 

CHR 

10244 

101.22 

9831 

93.61 

9643 

100 

101.05 

101.71 

10Q84 

99.62 

10206 

101.39 

10272 

105.63 

10630 

103.43 

DM 

8820 

8853 

93.72 

9805 

9947 

103 

104.63 

107.47 

107.32 

107.54 

10849 

10855 

11023 

114.93 

11568 

11882 

DR 

17550 

16890 

159.41 

13344 

117.83 

100 

758C 

Θ665 

6212 

5822 

51.73 

4623 

4218 

3877 

3615 

34.35 

FTA 

12949 

12562 

120.06 

101.19 

101.90 

100 

9382 

9075 

9372 

9389 

9963 

100.38 

97.43 

8369 

81.15 

7913 

FF 

11578 

11252 

10575 

1CQ40 

9683 

100 

9994 

9806 

9657 

9674 

9827 

97.44 

9925 

10243 

103.22 

10414 

R . 

10580 

10350 

103.71 

10Q07 

9652 

100 

97.62 

9223 

9220 

9203 

9315 

9314 

94.03 

89.45 

9012 

87.70 

UT 

121.66 

114.53 

10927 

107.17 

104.71 

10C 

9895 

93.77 

94.œ 

9577 

9505 

94.34 

93.88 

7860 

7556 

eaoo 

m. 
90.97 

93.51 

9609 

9896; 

9951 

100 

104.61 

107.57 

107.54 

107.53 

10860 

10865 

11Q42 

11544 

11634 

11964 

ÖS 

87.06 

8834 

9369 

97.96 

9941 

100 

104.55 

107.35 

107.24 

107.37 

10633 

103.3= 

11Q06 

11482 

11553 

11867 

ESC 

18690 

18980 

167.55 

13263 

11243 

100 

8845 

7994 

7642 

74.95 

71.75 

7277 

74.39 

63.12 

6600 

6327 

RVK 

9Q78 

97.97 

9991 

94.90 

9937 

10C 

94.29 

9267 

94.95 

994C 

9668 

9393 

81.08 

70.14 

7589 

8224 

SK? 

11Q87 

11595 

10661 

96.61 

10Q15 

100 

9322 

8919 

9Q03 

91.84 

8670 

87.17 

8670 

71.52 

71.17 

6997 

UN. 

9649 

10654 

10503 

10Q33 

9965 

100 

87.90 

8355 

8360 

87.52 

8247 

8394 

8Q00 

75.43 

7583 

71.03 

USO 

54.46 

6819 

77.48 

8529 

9332 

100 

77.16 

6671 

64.18 

6882 

5964 

61.35 

5848 

64.74 

6379 

57.95 

YEN 

57.59 

7360 

74.12 

85.55 

9651 

100 

10951 

10835 

119.22 

11897 

9836 

10860 

110.07 

13938 

14875 

147.29 

Source: Eurostat 

I.7.3 Purchasing power parities 

Since its creation in 1978, the ECU has continually 

grown in importance, becoming the reference 

currency in the European Monetary System and the 

currency in which a large number of financial 

operations are denominated. However, as a means of 

comparing the value of national currencies, its use 

remains limited. 

The reason for the ECU not being used as a de­

nominator is that official exchange rates, which are 

based on conversions into and out of ECU, do not 

necessarily reflect the real purchasing power of a 

currency in its national territory and therefore do not 

always give a good indication of the volume of goods 

and services which make up GDP. Exchange rates 

are in fact mainly determined by the supply of and 

demand for currencies necessary to effect 

commercial flows and by factors such as capital 

flows, speculation, and a country's political and 

economic situation. 

Exchange rates and purchasing power parities 

It is interesting to observe the changes in PPS shown 

in table 1.7.7, which gives the figures from 1970 to 

1995 and, in particular, compares them with the 

exchange rates of the ECU, which are shown in Table 

1.7.5. For example, on the basis of the official 

exchange rate, an ECU was worth LIT 2130 in 1995, 

whereas on the basis of purchasing power parities, 

LIT 1705 was sufficient to purchase the volume of 

goods and services corresponding to one PPS. In 

1995, therefore, the real purchasing power of the 

Italian lira compared with the Community average 

was much higher (+25%) than a comparison based 

on the official exchange rate would suggest. 

Table The pu rchas ing p o w e r par i t ies of GDP, 1PPS = ... nat . cu r rency 

I.7.7 

B 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

USA 

JAP 

1970 

57.2 

9.44 

4.21 

32.5 

48.5 

6.25 

0.427 

582 

49.6 

3.78 

23.0 

20.7 

4.80 

7.86 

0.396 

1.39 

348 

1975 

54.6 

9.81 

3.62 

35.3 

54 

6.13 

0.495 

658 

46 

3.69 

20.8 

22.2 

5.56 

7.60 

0.458 

1.24 

357 

1980 

46.2 

9.70 

2.86 

47.0 

80.4 

6.51 

0.635 

944 

42.1 

3.21 

17.3 

37.4 

5.82 

8.04 

0.594 

1.16 

299 

1985 

44.1 

10.12 

2.42 

85.8 

100 

7.29 

0.770 

1330 

42.3 

2.71 

15.9 

72.5 

6.33 

8.69 

0.600 

1.09 

240 

1990 

42.6 

10.14 

2.25 

152 

118 

7.14 

0.745 

1533 

42.8 

2.34 

15.2 

112 

6.89 

10.1 

0.650 

1.08 

211 

1991 

41.6 

9.75 

2.22 

171 

117 

6.92 

0.708 

1554 

42.0 

2.32 

15.1 

117 

6.88 

10.6 

0.675 

1.08 

206 

1992 

40.9 

9.90 

2.24 

184 

124 

6.95 

0.690 

1579 

42.1 

2.31 

15.1 

125 

6.88 

10.6 

0.666 

1.08 

202 

1993 

40.3 

9.49 

2.27 

199 

126 

7.09 

0.710 

1655 

42.8 

2.30 

15.0 

126 

6.57 

10.6 

0.688 

1.08 

198 

1994 

40.1 

9.37 

2.23 

211 

131 

7.12 

0.687 

1649 

43.0 

2.28 

15.0 

127 

6.61 

10.7 

0.694 

1.07 

194 

1995 

40.3 

9.39 

2.24 

227 

135 

7.13 

0.685 

1705 

43.2 

2.30 

15.1 

132 

6.76 

10.9 

0.700 

1.08 

191 

Source: Eurostat 
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How are parities calculated? 

The disadvantages of conversion using exchange 

rates may, be eliminated or, at least, greatly reduced 

by using purchasing power parities as conversion 

rates. These parities represent the relationship 

between the amounts of national currency needed to 

purchase a comparable, representative basket of 

goods in the countries concerned. The ratio between 

the prices of individual products is then aggregated in 

accordance with carefully defined criteria, so as to 

obtain a higher parity for the aggregates and, finally, 

the global parity of GDP itself. These parities are ex­

pressed relative to the value for the Union as a whole, 

and the unit in which the values are expressed is 

known as the Purchasing Power Standard" (PPS), 

which is, in fact, the ECU in real terms. 

In periods of major exchange rate fluctuations, there 

are clear advantages to using purchasing power 

parities for comparison, since they are hardly affected 

by such fluctuations. 

Price level index 

The ratio between the value of a PPS and the ECU 

allows us to calculate a price level index for each 

country, which measures the difference between 

price levels in a given country and the Community 

average (EUR 15 = 100) and permits direct 

comparison between price levels in one country and 

another. Table 1.7.8 shows that in 1995 Portugal had 

the lowest prices in the Union (about 33 percentage 

points below the Community average) and Denmark 

the highest (nearly 28 percentage points above the 

average). The United States comes out at 17 

percentage points below the EU average, while 

Japan exceeds it by 55,6 percentage points. 

Table 

1.7.8 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

RN 

S 

UK 

EUR 15 
USA 

JAP 

1990 

100.4 

129.1 

109.8 

75.5 

91.3 

103.3 

97.0 

100.7 

100.9 

101.0 

104.9 

61.8 

141.9 

134.0 

91.1 

100 
84.7 

114.8 

Price level indices, EUR 1 £ 

1991 

98.5 

123.3 

108.4 

76.1 

91.3 

99.2 

922 

101.4 

99.4 

100.4 

104.4 

65.4 

137.4 

141.3 

96.2 

100 
87.0 

123.8 

1992 

98.3 

126.8 

110.7 

74.5 

93.7 

101.4 

90.8 

99.0 

101.2 

101.6 

106.4 

71.6 

118.4 

140.7 

90.4 

100 

83.1 

123.0 

1993 

99.5 

125.0 

117.2 

74.1 

84.6 

106.9 

88.7 

89.9 

105.6 

105.9 

109.8 

67.0 

98.1 

116.3 

88.2 

100 

921 

151.9 

= 100 

1994 

101.1 

1242 

115.6 

73.3 

821 

108.2 

86.5 

86.2 

108.5 

105.8 

110.6 

64.5 

106.8 

116.3 

89.5 

100 

90.5 

160.3 

1995 

104.5 

128.1 

119.5 

75.0 

826 

109.3 

83.9 

80.0 

112.2 

109.4 

114.2 

67.1 

118.4 

116.9 

84.4 

100 

828 

155.6 

Source: Eurostat 

Another way of interpreting table 1.7.8 is to say that in 

1995 a given basket of goods could be purchased for 

ECU 67 in Portugal and ECU 128, nearly twice as 

much, in Denmark. (In 1990, the price level in 

Denmark was more than twice that in Portugal). 

The price level index also gives some indication of 

the extent to which a currency is over or undervalued. 

For example, the relationship between the indices in 

Germany and Italy show that the Lira was highly 

undervalued against the Mark in 1995, which 

considerably benefited Italian exports to Germany 

and the rest of the Single Market. In 1990 and 1991, 

the lira's undervaluation vis­à­vis the Mark was just 

under 9%. 

Real per capita GDP 

Table 1.7.9 shows the values of GDP in ECU and 

PPS. However, it should be taken into consideration 

that the population data used for calculating these 

data are based on National accounts statistics. These 

can differ from the population data given by 

Population statistics. 

In 1995, measured in current PPS, the GDP of the 

European Union was 6437.1 billion, about 4% smaller 

than that of the United States and 2.5 times bigger 

than that of Japan. Of the Member States, Germany 

had the largest GDP (1544.5 billion PPS, about 24% 

of the total for EUR 15). The four largest economies 

in the EU (Germany, France, Italy and the UK) 

together accounted for some 72% of its GDP. At the 

other end of the scale, six Member States (Denmark, 

Greece, Ireland, Luxembourg, Portugal and Finland) 

together accounted for just 7.5% of EUR 15 GDP in 

PPS. 

It is also interesting to note how each country's share 

of the European Union's GDP varies depending on 

whether it is calculated in ECU or PPS. For example, 

Germany's share in 1995, which was 29% when 

measured in ECU, falls to 24% when measured in 

PPS. In some other countries, the share is higher in 

PPS than in ECU, for example, 16.1% and 12.9% 

respectively in the case of Italy, this difference being 

mainly due to the devaluation of the Lira since 1993. 

Despite the numerous misgivings which one might 

have, per capita GDP is one of the indicators most 

frequently used for purposes of international 

comparisons. The index of per capita GDP is 

expressed as the ratio between GDP per head of 

population in each country and average per capita 

GDP in the Union. Again, this index for a given 

country varies depending on whether it is based on 

ECU­ or PPS­denominated values (concerning the 

data in ECU, see table 1.2.2). 

In Denmark, for example, per capita GDP is ECU 

25310 but only 19750 PPS. This gives per capita 

index figure in nominal terms of 46.6% above the 

average, compared with only +14.4% in volume 

terms. 
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Table 
1.7.9 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
FIN 
S 
UK 
EUR 15 
USA 
JAP 

GDP at current 
Total-NW PPS 

1990 
150.7 
78.8 

1076.8 
85.4 

424.6 
911.8 
36.5 

855.9 
8.1 

221.1 
118.9 
86.0 
74.8 

134.9 
847.7 

5193.8 
5323.3 
2040.0 

1991 
161.8 
84.9 

1283.1 
925 

468.3 
979.7 
39.9 

919.9 
8.9 

233.9 
127.9 
94.4 
71.4 

136.9 
852.7 

5644.0 
5488.6 
2226.9 

1992 
173.6 
86.5 

1375.5 
99.1 

475.7 
1007.7 

43.4 
952.5 

9.5 
245.0 
135.3 
99.3 
69.3 

136.0 
896.2 

5882.0 
5787.2 
2335.6 

1993 
180.6 
92.2 

1390.4 
103.6 
482.6 
997.9 
45.3 

936.6 
10.2 

251.4 
142.0 
104.3 
73.5 

136.3 
917.1 

5900.3 
6070.7 
2404.8 

1994 
190.2 
99.1 

1492.3 
109.9 
495.1 

1037.4 
50.6 

995.2 
10.9 

266.4 
151.2 
110.5 
77.0 

143.2 
962.0 

6188.7 
6453.8 
2465.6 

1995 
196.8 
103.2 

1544.5 
113.9 
517.6 

1076.6 
55.6 

1038.7 
11.6 

276.5 
156.3 
115.0 
81.4 

149.9 
999.3 

6437.1 
6692.3 
2519.4 

prices and PPS 
Perhead-PPS 

1990 
15130 
15330 
17020 
8400 

10900 
16070 
10410 
14840 
21140 
14800 
15380 
8690 

15000 
15760 
14750 
14870 
21300 
16530 

1991 
16180 
16470 
16040 
9020 

12030 
17170 
11320 
15920 
22940 
15520 
16370 
9570 

14240 
15890 
14750 
15370 
21720 
17980 

1992 
17280 
16730 
17070 
9500 

12200 
17560 
12230 
16450 
24110 
16140 
17100 
10070 
13750 
15690 
15450 
15940 
22650 
18800 

1993 
17910 
17770 
17130 
9990 

12350 
17310 
12720 
16120 
25740 
16440 
17770 
10570 
14500 
15640 
15760 
15910 
23500 
19300 

1994 
18800 
19040 
18330 
10550 
12650 
17920 
14160 
17060 
26980 
17320 
18830 
11190 
15140 
16310 
16480 
16640 
24730 
19740 

1995 
19380 
19750 
18930 
10870 
13200 
18520 
15570 
17800 
28400 
17890 
19390 
11630 
15930 
16920 
17090 
17260 
25410 
20120 

Source: Eurostat 

As a general rule, the higher the nominal index figure 
the lower the volume index figure is relative to it, 
although this is not quite true for Luxembourg, where 
the two index figures are fairly similar. The PPS index 
figure for Luxembourg is 65% higher than the 
corresponding figure for EUR 15, putting it well ahead 
of all the other Member States and indeed about 18 
percentage points ahead of the United States. 

Table 
1.7.10 
Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
RN 
S 
UK 
EUR 15 
USA 
JAP 

Volume index of GDP per head 
1990 
102 
103 
114 
56 
73 
108 
70 
100 
142 
100 
103 
58 
101 
106 
99 
100 
143 
111 

1991 
105 
107 
104 
59 
78 
112 
74 
104 
149 
101 
107 
62 
93 
103 
96 
100 
141 
117 

1992 
108 
105 
107 
60 
77 
110 
77 
103 
151 
101 
107 
63 
86 
98 
97 
100 
142 
118 

1993 
113 
112 
108 
63 
78 
109 
80 
101 
162 
103 
112 
66 
91 
98 
99 
100 
148 
121 

1994 
113 
114 
110 
63 
76 
108 
85 
103 
162 
104 
113 
67 
91 
98 
99 
100 
149 
119 

1995 
112 
114 
110 
63 
76 
107 
90 
103 
165 
104 
112 
67 
92 
98 
99 
100 
147 
117 

Source: Eurostat 

As can be seen from table 1.7.10, the volume index 
per head of population in most Member States has 
remained broadly stable over time. Of the countries 
situated well below the EU average (Greece, Spain, 
Ireland and Portugal), only Ireland managed to close 

the gap significantly between 1990 and 1995 (up 20 
percentage points), although Portugal also 
succeeded in closing the gap by a more modest +9 
percentage points over the same period. 

The volume index figure for Japan had a constant 
increase, (from 111 in 1990 to 117 in 1995), 
overtaking countries such as Denmark and Germany. 

Because of the falling value of the Lira, per capita 
GDP in Italy recorded steep declines from 1993 when 
calculated in ECU (ECU 16280 in 1992, ECU 14500 
in 1993, ECU 14250 in 1995), whereas, in terms of 
real purchasing power in the Italian economic 
territory, the figure actually increased from 16120 
PPS in 1993 to 17800 in 1995. 

Given the monetary turmoil of recent years, the 
nominal values for certain Member States (Greece, 
Spain and Portugal) and Japan should also be 
treated with caution. To take the example of Japan; 
the Yen has appreciated significantly, and this is likely 
to have caused an overestimate of nominal GDP. The 
discrepancies between per capita GDP measured in 
ECU and in PPS are illustrated in figure 1.7.3. 

Finally, it is worth repeating that differences between 
countries' GDP are much smaller when measured in 
PPS than when measured in ECU. In 1995, the ratio 
between per capita GDP in Luxembourg which, as we 
have seen, is the highest in the European Union, and 
the lowest was 1:4 when measured in ECU but only 
1.2.6 in terms of PPS, which again underlines the 
importance of basing comparisons on real values. 

52 



35000 τ 

30000 -

25000 -

20000 -

15000 -

10000 

5000 -

0 -

Figure 1.7.3: GDP per head, 1995 

- --

- - - - - -

- -

- - -

m χ Q or LU LL 
Q o 

·- _ 

- I — _ J 

D E C U B P P S 

-

- -

-- I 

- | < C L Z CO ^ Ό < Q. 
Ζ f£ 3 "~ CO < 

rr 3 -> 
LU 

Source: Eurostat 

I.7.4 Interest rates 

Government bond yields are a good indicator of long-
term interest rates throughout an economy, as the 
government securities market normally accounts for a 
large part of the capital market. They are also a good 
reflection of the government's financial position, and 
of inflation expectations in an economy. 

The significance of government bond yields as a 
measure of economic and monetary convergence is 
recognised in the European Union Treaty, where it 
forms one of the criteria for moving to stage three of 
monetary union. 

Table 
1.7.11 
Jan.90 
Jan-91 
Jan-92 
Jan-93 
Jan-94 
Jan-95 
Feb-95 
Mar-95 
Apr-95 
May-95 
Jun-95 
JJ-95 
Aug-95 
Sep-95 
Oct-95 
Nw-95 
Dec-95 

Longterm interest rates ( M U ϋJy averages) 
Β 

9.8 
9.9 
8.7 
7.6 
65 
85 
8.3 
82 
7.9 
7.6 
7.3 
7.3 
7.2 
7.0 
7.1 
6.8 
6.7 

DK 
11.1 
10.0 
8.3 
85 
6.0 
9.0 
8.8 
89 
8.7 
8.1 
87 
8.4 
8.2 
81 
7.9 
7.4 
7.2 

D 
7.6 
89 
8.0 
7.2 
5.8 
7.6 
7.4 
7.3 
7.1 
6.9 
6.8 
69 
6.7 
66 
6.6 
6.3 
6.1 

GR 

' 

24.5 
21.8 
19.0 
19.0 
185 
182 
iaq 
17.5 
17.3 
17.2 
163 
15.8 

E 

10.9 
122 
8.0 

11.9 
11.6 
123 
121 
11.4 
11.5 
11.3 
11.0 
10.8 
10.9 
10.5 
10.0 

F 
9.6 
9.8 
85 
7.9 
5.7 
82 
ao 
ao 
7.8 
7.5 
7.5 
7.4 
7.3 
7.4 
7.5 
7.0 
6.8 

IRL 

9.6 
8.9 
98 
6.1 
88 
87 
8.8 
8.7 

ad 
8.3 
a4 
8.2 
8.0 
8.0 
7.4 
7.3 

1 

127 
ia4 
8.8 

124 
124 
13.4 
13.4 
123 
124 
122 
11.7 
11.6 
120 
11.7 
11.2 

L 
¿5 

a4 
7.7 

7.3 

6.4 

61 

6.1 

6.1 

6.2 

6.2 

61 

62 

6.2 

aq 
5.9 

5.7 

5.9 

NL 

8.2 

9.2 

8.4 

7.1 

5.6 

7.7 

7.5 

7.4 

7.2 

6.9 

6.8 

6.9 

6.7 

66 

6.6 

6.4 

6.1 

Ρ 

8.9 

11.8 

11.7 

120 

122 

11.9 

11.9 

11.7 

11.3 

11.1 

11.2 

10.7 

10.0 

UK 

10.7 

10.6 

9.5 

a3 
6.2 

88 

8.8 

8.7 

8.6 

8.3 

8.2 

84 

8.3 

8.1 

8.2 

7.9 

7.6 

ECU 

a3 
6.0 

a4 
8.2 

84 

8.2 

7.9 

7.8 

7.7 

7.6 

7.6 

7.8 
7A

\ 
7.1 

USA 

8.4 

83 

7.5 

7.2 

62 

7.9 

7.7 

7.5 

7.4 

7.0 

6.6 

;&7 
6.9 

6.6 

6.4 

a3 
6.1 

JAP 

6.6 

6.8 

5.4 

4.6 

4.5 

4.6 

4.3 

3.8 

3.5 

31 

28 

ao 
3.3 

29 

3.0 

3.0 

3.2 

Notes: rates are yields on government bonds of around 10 years to maturity, except Greece (5 years), Luxembourg (all 

maturities), USA (10 years or more).ECU bond yields include non-government issues. 

Source: Eurostat 

The table 1.7.11 shows ten­year government bond 

yields (unless otherwise stated). Between 1991 and 

the end of 1993 there was a general decline in 

government bond yields, which was largely a 

reflection of economic recession and a decline in 

inflationary pressures. US government bond yields (of 

10 years or more) dipped below 6% in late 1993, but 

that represented the bottom point of the market, as 

concerns grew of an upturn in inflation and a capital 

shortage on the basis of a stronger than expected 

recovery in global economic activity. By late 1994, the 

yield had moved above 8% for the first time since 

mid­1991. 

European bond markets bottomed later than in the 

US, at the beginning of 1994. The trend during 1994 

was, however, similar to that of the US market. 

Between January and September 1994, German 

government bond yields rose by about 1.7 

percentage points. During periods when bond yields 

are rising, the differential between German yields and 

those of other EU members has tended to increase. 
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Thus French government bond yields, which had in 
fact fallen below those of Germany in January 1994, 
were half a percentage point higher at the end of the 
year. 

By the end of 1994 the US and Japanese bond 
markets had entered a new phase, and yields began 
to fall, followed by a decline in European bond yields. 
The market recovery continued throughout 1995, with 
yields falling towards levels not seen since early 
1994. One reason was a re-evaluation of economic 
growth and inflation prospects: with signs that the 
pace of economic growth was slowing in many 
countries, the risk of any significant rise in inflation 
largely receded. Bond yields fell to exceptionally low 
levels in Japan during 1995, as a result of the 
prolonged recession there. 

Numerous factors may influence the differential in 
government bond yields between countries, including 
the evaluation by bond market participants of national 
budgetary positions, or of economic growth and 
inflation prospects. Changes in short-term interest 
rates and political factors are also significant. In the 
case of EU members, an additional factor is the 
prospect of monetary union and market perceptions 
of which countries are likely to be involved. 

Prospects for monetary union take on a special 
significance with regard to the ECU bond market. In 
1991, in the run-up to the Union treaty, the market 
was exceptionally buoyant: the volume of ECU bond 
issues reached a record level (a figure not surpassed 
in the years 1992-95), and ECU bond yields fell well 
below their theoretical level (that is, the yield derived 
from the weighted average of the ECU basket's 
component currencies). In 1992-93 the ECU market 
performed less spectacularly, the continued fall in 
yields reflecting the general trend in EU bond yields. 
Throughout most of 1994 the market weakened and 
yields rose, but the trend was reversed in 1995, again 
largely a reflection of the general trend in the EU. 
Nevertheless, by the end of 1995 ECU yields were 
still over one percentage point higher than at the 
beginning of 1994. 

As with long-term interest rates, short-term rates in 
the EU have tended to converge in recent years. This 
has been particularly the case for those countries 
whose currencies have been part of the exchange 
rate mechanism of the European Monetary System, 
since the risk of large exchange rate fluctuations are 
in principle lower for these currencies. 

Short-term money market interest rate movements 
closely reflect changes in official interest rates, and 
therefore the stance of monetary policy. In 1992-93 
interest rates in the EU declined in response to 
economic recession and a decline in inflation 
pressures. During 1994, when economic recovery 
was evident, the trend in short-term interest rates 
remained downwards in the first half year, but then 
tended to stabilize. One exception was the UK, where 
official interest rates were increased in the second 
half of 1994. 

The US, further ahead in the economic cycle, started 
tightening policy in early 1994, and short-term interest 
rates rose steadily throughout the year, and into early 
1995. In the second half of 1995, however, amid 
signs that economic growth was losing momentum, 
the US Federal Reserve lowered interest rates. 
Japan, meanwhile, held its official discount rate at 
1.75% throughout 1994. Economic activity remained 
weak, however, partly as a result of the strong yen, 
and further policy easing took place during 1995, the 
discount rate falling to a historical low of 0.5% in 
September. 

In Germany, against a background of Deutschemark 
strength and inflation weakness, the Bundesbank cut 
its discount rate to 4% in March 1995, followed by 
rate cuts in Belgium, the Netherlands and Austria. In 
other EU countries, however, official interest rates 
moved upwards in early 1995, including the UK, 
Denmark, Ireland, Italy, and Spain. In late 1995, with 
the inflation outlook staying favourable and economic 
activity proving less buoyant than expected, the 
general interest rate trend throughout the EU was 
downwards. The German discount rate fell to 3% by 
end of the year, while UK banks' base rate stood at 
6.5%, and the French auction rate at 4.45%. 
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Il Taxes and social contributions in the European Union 
Trends since 1980 

Preliminary remarks 

This section intends to make a closer examination 
of the long-term trends of taxes and social 
contributions in the EU since 1980. The analysis 
focuses firstly on the trend over time and secondly 
on comparing the level of taxation and social 
contributions between Member States and the EU 
average. 

Taxes and social contributions first are put into 
perspective by relating them as a percentage of 
GDP. Next, the analysis concentrates on the 
structure of social contributions according to who is 
charged and the trend in the structure by type of 
tax. 

International comparisons of taxes and social 
contributions are often associated with problems 
regarding data availability and the comparability of 
the data between countries. 

To achieve a high level of comparability, data used 
in this chapter are consistently based on the 
statistics on taxes and social contributions 
composed by the method of the European System 
of Integrated Economic Accounts (ESA) and the 
data available from Eurostat within this framework. 
No other sources have been used. 

Information on tax and social contribution statistics 
are available from 1970 onwards, but only for nine 
EU Member States and only at very highly 
aggregated levels. The following analysis therefore 
covers only the period 1980-1995. 

From 1980 onwards, data are available for the 
combined social contribution categories for all 

Member States of the Union except Greece. Greek 
social contribution figures are not included before 
1989. As far as the aggregate tax is concerned, no 
figures are available for Greece before 1984. When 
the EU averages are calculated, the universe of 
Member States included in the average therefore 
changes. This is reasonable because inclusion/ 
exclusion of Greece in the EU average in the mid to 
late 1980s has a maximum influence of 0.1 
percentage points. 

For 1995 the aggregate tax and social contribution 
categories for Greece and Portugal had to be 
estimated. 

11.1 Volume of taxes and social 
contributions in the Union 

The overall tax ratio in the Union 

Between 1980 and 1985 total taxation (taxes and 
social contributions) as a percentage of GDP in the 
European Union showed an upward trend, rising 
from 38.7% to 40.6%. Between 1985 and 1990 
the tax ratio declined slightly by 0.1 percentage 
points, rising again more sharply at the beginning of 
the 1990s. In the years 1993 and 1995 total 
taxation reached its highest point since 1980 at 
41.7% of GDP. This trend was interrupted briefly 
only in 1994, when the ratio declined slightly by 
0.2 percentage points. 
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Figure 11.1.1: Taxes and social contributions as a percentage of GDP 
in the EU 
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Source: Eurostat 
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Table 
11.1.1 

Year 

1980 
1985 
1990 
1991 
1992 
1993 
1994 
1995 

Taxes and social contributions as a 
proportion of GDP in the Union 

Taxes Social 
contri­
butions 

Total 
taxation 

% 

25.5 
26.8 
26.8 
26.8 
26.9 
26.8 
26.7 
26.7 

13.2 
13.8 
13.7 
14.1 
14.5 
14.9 
14.8 
14.9 

38.7 
40.6 
40.5 
40.9 
41.4 
41.7 
41.5 
41.7 

Mean 
deviation from 

the EU 
average 

percentage 
points 
16.7 
13.4 
13.0 
12.5 
11,4 
12.5 
12.4 
11.8 

Source: Eurostat 

While changes in the tax ratio and the social 
contributions ratio were on average more or less 
equal in their effects on the total tax ratio in the 
Union in 1980-1985 and 1985-1990, that altered 
considerably at the beginning of the 1990s. 

From 1991 to 1993 it was mainly the sharp 
increase in the social contributions ratio which 
pushed up the total ratio (cf figure 11.1.2). 

The declining total ratio for the Union in 1994 
(down 0.2 percentage points) was due to a 0.1 
percentage point fall each in the tax ratio and the 
social contribution ratio. Finally, in 1994 and 1995 
the rates of change in the tax and social 
contributions ratio and hence the overall ratio are 
once again very similar (cf figure 11.1.2). 

Interpreting the tax ratios 

Tax ratios are a politically sensitive subject in the 
debate on the "sl im" state, especially if journalists 
use them to draw up "hit-l ists" concerning tax bur­
dens in the Member States, or if they are read as 
indicators of state activity, or the individual bur-den 
on citizens and enterprises. However, certain 
reservations have to be made. 

Point 1 : Tax ratios are useful for revealing trends in 
comparisons over t ime, but when it comes to com­
paring one Member State wi th another, the services 
which the State provides must be taken into ac­
count as well as the taxes which it collects. 

To give just one example, the high level of taxes 
and social contributions in relation to GDP in Swe­
den, compared w i th other states, must be consi­
dered in the light of the fact that the Swedish state 
pays almost all the costs of health and education. 
One should also consider the structure of the par­
ticular states expenditure on consumption and pro­
duction. 

In addition, the comparison between Member 
States becomes even more difficult because 
important economic variables are not reflected by 
tax ratios. Thus, for example, financing the state's 
expenses by indebtedness instead of taxes leads to 
a short-term decline in the tax ratio. With the 
repayment of these debts later on, the increase in 
the tax ratio is merely shifted. 

Point 2: A high tax ratio is not necessarily an 
indicator for a high (net) burden on the tax payers 
or enterprises. Conclusions concerning the burden 
can only be made if the state's expenditures are 
also considered. 

If family support is financed by child allowance or 
by higher tax allowances, this is relevant for the tax 

ratio. In the latter mentioned case it is lower than in 
the case of child allowance. Likewise this is true for 
enterprises which either pay lower taxes or receive 
subsidies while paying higher taxes. 

Point 3: It is not valid to derive statements about 
the intensity of a state's activities using the tax 
ratios. State influence on the economy is not al­
ways reflected in the budget. 

Point 4: The calculation of a country's tax ratios 
often includes contributions which are not neces­
sarily paid by residents of that country and/or are 
not statistically recorded as a borderline crossing 
transaction. 

This particularly concerns Luxembourg in the case 
of comparisons at EU level. For many people living 
in neighbouring countries, Luxembourg is a) the 
place to buy luxuries and fuel; and b) the place 
where they are empoyed. The taxes charged on 
these products and on the incomes of commuters 
accrue to the Luxembourg state and make the tax 
ratio for Luxembourg look very high in comparison 
wi th other Member States. 

Point 5: The level of the tax and social contribution 
ratios viewed separately is quite clearly dependent 
on how the social system of a country is f inanced. 
For instance, in Denmark, Ireland and the United 
Kingdom the social contributions are relatively low, 
because the social system is largely financed out of 
taxes. In these countries the social contributions 
are correspondingly low and the tax ratio is 
correspondingly high. 

Arguments 1-5 also apply to the interpretation of 
per capita data on taxes and social contributions. 
Their comparison is also influenced by fluctuations 
in the exchange rate of national currencies in 
relation to the ECU. 
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Figure 11.1.2: Variation rates in taxation as a 

percentage of GDP in the EU 

1985 1990 1991 1992 1993 1994 1995 

.* . . . taxes _. . _ social contributions . total taxation 

Source: Eurostat 

The total tax ratio in the Member States 

Within the Union there are considerable differences 

in the relative volume of payable taxes and social 

contributions. As figure 11.1.3 reveals, the maximum 

value of total taxes as a proportion of GDP moved 

closer to the minimum value in the Union after 

1990. In 1995, the total taxes and social con­

tributions ratios in the United Kingdom (34.9%), in 

Spain (34.8%) and in Greece (32.8%) were only 

around two­thirds of those in Sweden and Denmark 

(51.5% and 51.3% respectively). 

The mean deviation of the total tax ratio from the 

Union average shows that the average differences 

between Member States in 1980 (16.7 points) 

were significantly higher than in 1985 

(13.4 points). With 13.0 points in 1990 they were 

only slightly lower than in 1985 (cf Table 11.1.1). 

This homogenisation continued in the early 1990s, 

reducing the mean deviation of the total tax ratio 

from the Union average to 11.4 percentage point in 

1992. However, in 1993 this increased again to 

Figure 11.1.3: Taxesand social contributions 

as a percentage of GDP, EU average and 

maximum and minimum value in the EU 
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Source: Eurostat 

12.5 points. Starting in 1994 the mean deviation of 

the Member States from the Union average became 

smaller again, being 11.8 points in 1995. 

Twelve of the available fourteen Member States 

produced similar upward trends in the total tax ratio 

in 1985 compared to 1980. The only exceptions 

were the Netherlands and Germany. In the 

Netherlands the taxes and social contributions ratio 

declined by 0.2 % in the average for the years 

1980­1985; in Germany it remained at the level of 

1980 (citable 11.1.2. and figure 11.1.4.). 

The average annual growth rate of the total tax 

ratio between 1980 and 1985 showed very large 

variations in the twelve Member States where it 

could be observed. It ranged from 0 . 1 % in Luxem­

bourg to 3.1 % in Spain. 

The total tax ratio in the Union, in 1990 compared 

to 1985 was lower in nine of the fourteen available 

countries. In Spain, Italy, Portugal, Finland and 

Sweden, how­ever, the rise in the total tax ratio 

continued during this period. 

Table 

11.1.2 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

T a x e s and socia l cont r ibut ions in the M e m b e r S ta tes , as a percentage of 

G D P 

1980 

44.7 

45.6 

41.6 

25.8 

41.7 

34.4 

30.5 

46.3 

46.0 

' 41.9 

25.7 

36.9 

49.1 

36.1 

38.7 

1985 

47.9 

49.1 

41.6 

30.0 

44.5 

38.6 

34.7 

46.5 

45.5 

43.6 

29.4 

40.8 

50.0 

38.2 

40.6 

1990 

45.1 

48.7 

39.5 

30.2 

35.1 

43.7 

35.9 

38.8 

43.2 

45.1 

41.6 

33.1 

45.4 

55.8 

35.7 

40.5 

1991 

45.1 

48.8 

41.2 

30.1 

35.3 

43.9 

36.4 

39.8 

42.5 

47.5 

42.2 

34.5 

46.8 

52.8 

35.3 

40.9 

1992 

45.2 

49.5 

41.9 

31.0 

37.0 

43.6 

36.9 

42.0 

42.5 

47.4 

43.3 

36.2 

46.8 

51.2 

34.2 

41.4 

1993 

45.8 

50.4 

42.4 

31.6 

36.0 

43.9 

37.1 

43.5 

44.4 

48.6 

43.9 

34.6 

45.5 

50.4 

33.1 

41.7 

1994 

47.1 

51.3 

42.7 

32.6 

35.8 

44.1 

38.1 

40.7 

45.3 

47.0 

42.8 

35.7 

47.9 

50.4 

33.7 

41.5 

1995 

46.8 

51.3 

42.6 

32.8 

34.8 

44.6 

36.3 

40.7 

43.3 

45.4 

42.3 

36.1 

46.3 

51.5 

34.9 

41.7 

Source: Eurostat 
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Figure 11.1.4: Taxes and social contributions in the Member States as a percentage of GDP 
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Source: Eurostat 

Between 1991 and 1993 there was a tendency for 

taxes and social contributions to increase in 

proportion to GDP in the Union. The ratio in 

Sweden and the United Kingdom behaved totally 

contrary to this tendency. 

In Sweden it declined year on year from 1990, 

although starting from a comparatively low figure in 

1990 (55.8%). Even the figure of 50 .4% reached 

in Sweden after four years of decline still represents 

one of the highest figures in the Union for that 

year, together wi th Denmark (51.3%). 

For the United Kingdom a decline in the total tax 

ratio to 1993, may also be observed, however, 

contrary to Sweden, starting out from a level in 

1990 (35.7%) which belongs to the lower end of 

the EU scale. 

Apart from Sweden and the United Kingdom, 

Luxembourg and Greece also contradicted the 

Union tendency in 1 9 9 1 , as did France, the 

Netherlands and Luxembourg in 1992 and Spain, 

Portugal and Finland in 1993. 

Finally, the fact that the Union trend for 1991­1993 

was reversed in 1994, producing a slight decline in 

the total tax ratio as a percentage of GDP, was 

mainly due to a sharp decline in the ratio in Italy, 

the Netherlands and Austria. 

In 1995 there was a slight rise in the average total 

tax ratio in relation to GDP in the Union up to the 

level of 1993. This trend is noticeable in seven out 

of f ifteen Member States. 

Taxes and social contributions per head in the 

Union 

On average, the taxes and social contributions per 

head in the Union at constant 1990 prices were 

about 1000 ECU or 2 0 % higher in 1995 than in 

1980. About one third of this taxation consists of 

social contributions and two thirds of taxes. 

Table 

11.1.3 

Year 

1980 

1985 

1990 

1991 

1992 

1993 

1994 

1995 

Taxes and social contribu 

corrected by 

Taxes Social 

contri­

butions 

Total 

taxation 

ECU 

3 351 

3 612 

3 970 

3 912 

3 920 

3 769 

3 825 

3 875 

1732 

1 822 

2 034 

2 073 

2112 

2 097 

2137 

2 175 

5 083 

5 434 

6 003 

5 985 

6 033 

5 866 

5 962 

6 049 

tions per head in the Union, 

srice evolution
(1> 

Mean 

deviation of 

total taxation 

from the 

EU­averaqe 

Taxes as a 

proportion of 

total taxation 

% 
31.2 

34.6 

39.7 

38.7 

37.7 

41.2 

44.2 

46.8 

65.9 

66.5 

66.1 

65.4 

65.0 

64.2 

64.2 

64.1 

(1) the GDP price index (1990-

Source: Eurostat 

100) has been used 

The average breakdown of total taxation between 

taxes and social contributions has been remarkably 

constant since 1980 in the EU. Over 15 years the 

proportion of taxes in total taxation declined by 

only 1.8 points from 6 5 . 9 % to 64.1 %. 

As we can see from figure 11.1.5., there was a 

marked increase of the taxes and social 

contributions per head in the EU­average from 1980 

to 1985 and up to 1990. This consistent increase 

in the per head total taxation did not persist in the 

first half of the nineties. Al though, after slight 

fluctuations, in 1995 it reached again the level of 

1990. 

The growth of both taxes and social contributions 

per head of population strengthened, on average, in 

the EU during the latter half of the 1980s in com­

parison with the first half of that decade. Moreover, 

the average annual growth rate in taxes per head 

and social contributions per head were very similar. 
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Figure 11.1.5: Taxes and social contributions per head 

in the EU, in ECU, corrected by price evolution'
1 

7030 

1980 1985 1990 1991 1992 1993 1994 1995 

□ Social contributions g Taxes 

(1) the GDP price index (1990= 100) has been used 

Source: Eurostat 

Between 1991 and 1993 the growth rates for taxes 

and social contributions per head deviate. The 

tendency in total taxation per head is largely 

accounted for by taxes, due to their higher weight 

in the total . In 1994 and 1995 average taxes and 

social contributions per head of population in the 

EU again increased more rapidly, though without 

attaining the growth rates of 1990. Again, both 

growth rates are similar (see figure 11.1.6). 

Figure 11.1.6: Variation rate in taxes and social contributions 

per head in the EU, in % 

1990 

·— 
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Source: Eurostat 

Taxes and social contributions per head in the 

Member States 

The considerable differences between the econo­

mies of Union Member States already discussed in 

connection w i th the ratios are also apparent as 

regards taxes and social contributions per head of 

population. These differences are already very mar­

ked for total taxes and social contributions, but 

become even greater if we look at the two tax 

categories separately (see tables 11.1.4 and 11.1.5; 

figure 11.1.7). 

However, taxes and social contributions per head of 

population will not be analysed individually in more 

detail in this publication, since the differences 

between Member States as far as the isolated 

values are concerned are largely dominated by the 

way in which a country's social system is financed. 

Table 

11.1.4 

Β 

CK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

RN 

S 

UK 

EUR 15 

Totalt 

in the Ma 
1980 

5952 

7429 

5195 

2576 

6911 

2767 

4781 

6628 

4897 

4496 

2705 

5657 

11202 

4531 

5083 

1985 

5978 

8910 

6290 

2429 

6638 

3195 

4745 

7462 

5544 

5725 

1701 

7747 

11166 

5336 

5434 

«es and social contribt 

States, in ECU correct 

1990 

6841 

9640 

7382 

1979 

3494 

7253 

3624 

5801 

9221 

6738 

6706 

1778 

9665 

11798 

4782 

6003 

1991 

7001 

9708 

6897 

1749 

3620 

7240 

3740 

5960 

9408 

7212 

6934 

1926 

8943 

11026 

4695 

5985 

1992 

7218 

10000 

7220 

1639 

3697 

7363 

3949 

6091 

9631 

7397 

7276 

2093 

7385 

10389 

4280 

6033 

riions per head 

ed by price evolution
1
 '' 

1993 

7378 

10604 

7489 

1513 

3150 

7507 

3876 

5378 

10762 

7892 

7654 

1861 

6124 

8185 

4001 

5866 

1994 

7873 

11303 

7770 

1472 

3001 

7772 

4275 

4926 

11474 

7849 

7686 

1858 

7229 

8266 

4228 

5962 

1995 

8181 

11908 

8098 

1432 

2922 

8061 

4287 

4556 

11469 

7951 

7918 

1930 

7850 

8473 

4193 

6049 

(1) the GDP price index (1990= 100) has been used 

Source: Eurostat 

Table 

11.1.5 

Β 
DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

RN 

S 

UK 

EUR 15 

Total taxes and social cxrtri butions per head in the Marter 

States, BUR 15=100 

1990 

117 

146 

102 

51 

136 

54 

94 

130 

93 

88 

53 

111 

220 

89 

100 

1935 

110 

164 

116 

45 

122 

59 

87 

137 

102 

105 

31 

143 

205 

93 

100 

1990 

114 

161 

123 

33 

. 53 

121 

60 

97 

154 

112 

112 

30 

161 

197 

80 

100 

1991 

117 

162 

115 

29 

60 

121 

62 

100 

157 

121 

116 

32 

149 

184 

78 

100 

1992 

120 

165 

120 

27 

61 

122 

65 

101 

160 

123 

121 

35 

122 

172 

71 

100 

1993 

126 

181 

128 

26 

54 

128 

66 

92 

183 

135 

130 

32 

104 

140 

68 

100 

1994 

132 

190 

130 

25 

50 

130 

72 

83 

192 

132 

129 

31 

121 

139 

71 

100 

1995 

135 

197 

134 

24 

43 

133 

71 

75 

190 

131 

131 

32 

130 

140 

69 

100 

Source: Eurostat 

Table 

11.1.6 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

RN 

S 

UK 

EUR15 

Taxes as a proportion of total taxation in the Member States, 

i n % 

1980 

70 

98 

62 

54 

57 

85 

62 

71 

61 

69 

70 

76 

71 

82 

66 

1985 

67 

96 

61 

61 

57 

85 

66 

74 

55 

68 

72 

78 

75 

81 

66 

1990 

66 

97 

60 

73 

65 

56 

85 

67 

73 

62 

67 

70 

75 

73 

81 

66 

1991 

65 

97 

59 

70 

65 

56 

84 

67 

72 

62 

67 

70 

72 

71 

81 

65 

1992 

64 

97 

59 

71 

65 

55 

84 

68 

71 

61 

67 

71 

70 

72 

81 

65 

1993 

64 

97 

53 

68 

63 

55 

84 

68 

72 

62 

66 

69 

68 

73 

80 

64 

1994 

66 

97 

57 

69 

63 

57 

85 

68 

73 

58 

65 

69 

68 

73 

80 

64 

1995 

66 

97 

57 

69 

65 

57 

85 

68 

73 

58 

64 

68 

68 

72 

81 

64 

Source: Eurostat 
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Figure 11.1.7: Taxes and social contributions per head in the Member States, 1995, in ECU 
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LU 
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Source: Eurostat 

Table 11.1.6 illustrates this point. It shows clearly 

that the proportion of taxes in relation to total 

taxation is significantly higher than the EU average 

in countries where much of the social system is 

financed out of taxes rather than social contri­

butions (Denmark, Ireland and the United Kingdom). 

Let us return to total taxation. As regards the bur­

den of taxes and social contributions per head, six 

of the 15 countries were below the EU average in 

1995 and nine were above (see figure 11.1.7). 

For the period from 1980, the average absolute 

deviation of total taxation per head from the EU 

average for the Member States showed a divergent 

trend (see table 11.1.3). While the mean national de­

viation from the EU average was only 31.2% of the 

average in 1980, in 1995 it was 46.8%, i.e. 1.5 

times as high. 

In 1980, Spain had the lowest per capita value of 

tax and social contributions in the EU, in 1985 and 

in 1990 it was Portugal. Since 1991 this position 

has been held by Greece. In 1995 the taxes and 

social contributions per head of Greece were only 

about 12% the level in Denmark (see table 11.1.4). 

The greatest upward deviation from the EU average 

was found in Sweden before 1992. In 1980 and in 

1985 the per capita value of taxes and social 

contributions in Sweden was almost twice the 

Union average; in 1992 it was still nearly 75% 

higher. In 1993­1995 this country achieved a 

noticeable narrowing of the gap with the Union 

average. 

Thus, since 1993 Denmark and Luxembourg have 

had the highest taxes and social contributions per 

head in relation to the Union average. In 1995 they 

were almost double the Union average (cf table 

11.1.5). However, the comments in the box "Inter­

preting tax ratios" should be taken into account in 

interpreting this figure. 

With regard to the growth of taxes and social 

contributions per head, eight Member States of the 

Union conformed to the Union's tendency towards 

acceleration (see table 11.1.7), on average, in the 

second half of the 1980s as opposed to the first 

half. 

Table 
11.1.7 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

EUR 15 

Average annual variation rate 

of taxes and social 

contributions per head in the 

Member States, In % 

1985 

2.1 

4.2 

1.3 

4.1 

2.1 

4.1 

3.9 

4.5 

0.6 

2.1 

3.3 

4.4 

2.0 

3.0 

1.3 

1990 

1.6 

1.2 

1.6 

7.6 

2.1 

4.0 

5.1 

3.1 

2.3 

1.6 

7.8 

5.2 

4.0 

1.7 

2.0 

1995 

1.7 

2.9 

0.0 

1.7 

1.1 

1.0 

4.7 

1.9 

2.5 

1.4 

1.5 

3.3 

­0.9 

­2.3 

0.4 

0.2 

Source: Eurostat 

In the first half of the 1990s, on average, there 

was a very marked deceleration in the growth of 

total taxation per head of population in the Union 

(0.2% against 2.0% in the second half of the 

1980s). This trend occurred in all Member States 

except Belgium, Denmark and Ireland. For Sweden 

and Finland a decline in the total taxation per head 

may even be observed. 
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11.2 Structure of social contributions by 

contributors 

In the European Union in 1995, on average, some 

5 3 % of the social contributions were paid to the 

state by employers, 3 5 % by employees and 12% 

by the self-employed and the non-employed. Since 

1980 there has been a continuous trend towards a 

reduction in the employer's share of social 

contributions; for example in 1980 employers still 

paid just under 6 1 % of all social contributions. The 

proportion of social contributions which must be 

paid by employees, the self-employed and the non-

employed has increased accordingly (cf table and 

figure 11.2.1). 

Table 

11.2.1 

Year 

1980 

1985 

1990 

1991 

1992 

1993 

1994 

1995 

Social contributions by contributors in 

the EU 

Percentage of total social contributions 

Employers 

60.9 

58.1 

58.4 

57.6 

56.6 

54.7 

53.8 

53.4 

Employees 

30.0 

31.5 

31.6 

32.0 

32.5 

33.4 

34.4 

34.5 

Self:employed 

and 

non:employed 

9.1 

10.4 

10.0 

10.4 

10.9 

12.0 

11.8 

12.1 

Source: Eurostat 

Figure 11.2.1 : Social contributions by contributors 

in the EU. in % 
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The average trend in the Union towards an increase 

in the proportion of social contributions paid by 

employees and the self­employed over the past 15 

years is evident in all Member States (see tables 

II.2.2 to II.2.4.). 

Without exception, the proportion of social con­

tributions paid by employers in the EU countries 

was lower in 1995 than in 1980. In two Member 

States there were very marked falls in the pro­

portion paid by employers: in Denmark it dropped 

T a b l e 

I I . 2 . 2 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

E U R 15 

E m p l o y e r s ' c o n t r i b u t i o n s in t h e 

U n i o n a n d t h e M e m b e r S t a t e s as a 

p e r c e n t a g e of s o c i a l c o n t r i b u t i o n s 

1980 

63 .5 

38 .8 

4 6 . 7 

78 .5 

66 .6 

6 1 . 3 

74 .6 

54 .9 

44 .9 

48 .7 

68 .9 

80 .5 

95 .9 

55 .7 

60 .9 

1985 

58 .3 

4 7 . 4 

46 .1 

70 .3 

64 .7 

6 0 . 0 

71 .4 

4 9 . 6 

38 .4 

4 9 . 4 

69 .3 

76 .2 

95 .5 

48 .1 

58 .1 

1990 

6 1 . 8 

21 .9 

4 6 . 0 

54 .9 

71 .9 

61 .8 

57 .4 

71 .7 

4 9 . 3 

21 .3 

4 9 . 0 

64 .5 

81 .1 

95 .6 

54 .9 

58 .4 

1995 

59 .5 

19.3 

4 4 . 4 

47 .8 

69 .0 

61 .6 

58 .1 

66 .2 

46 .5 

19.3 

4 8 . 0 

66 .5 

69 .9 

85 .4 

51.7 

53.4 

Source: Eurostat 

T a b l e 

I I . 2 . 3 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

E U R 15 

E m p l o y e e s ' c o n t r i b u t i o n s in t h e 

U n i o n a n d the M e m b e r S t a t e s as a 

p e r c e n t a g e o f s o c i a l c o n t r i b u t i o n s 

1980 

28 .6 

56.5 

39 .3 

1δ!θ 

26.0 

38.7 

18.2 

39.4 

40.3 

41.4 

29.3 

14.1 

0.0 

42 .1 

30.0 

1985 

33.5 

49 .9 

39 .2 

17.1 

27.2 

4 0 . 0 

19.5 

36 .2 

43 .1 

41 .9 

28.8 

16.5 

0.0 

49 .0 

31 .5 

1990 

32 .1 

75.0 

39 .7 

45 .1 

16.3 

30.0 

39 .2 

19.2 

37 .5 

60.5 

4 2 . 7 

32.5 

11.5 

0.0 

41 .9 

31 .6 

1995 

32.8 

77.9 

38.7 

52 .2 

16.9 

30.7 

37 .8 

21 .0 

39 .3 

61.6 

43 .7 

30.2 

21 .1 

1 1 .7 

44 .8 

34.5 

Source: Eurostat 

T a b l e 

11.2.4 

Β 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

E U R 15 

S e l f ­ e m p l o y e d ar i d n o n ­ e m p l o y e d 

p e r s o n s ' c o n t r i b u t i o n s in the 

U n i o n a n d the M e m b e r S t a t e s as a 

p e r c e n t a g e of s o c i a l c o n t r i b u t i o n s 

1980 

7.8 

4.7 

13.9 

5.5 

7.4 

0.0 

7.2 

5.7 

14.8 

9.8 

1.8 

5.5 

4.1 

2.2 

9.1 

1985 

8.2 

2.7 

14.7 

12.6 

8.0 

0.0 

9.2 

14.1 

18.5 

8.7 

1.9 

7.3 

4.5 

2.9 

10.4 

1990 

6.1 

3.1 

14.3 

0.0 

11.9 

8.2 

3.5 

9.1 

13.2 

18.2 

8.3 

3.0 

7.4 

4.4 

3.2 

10.0 

1995 

7.7 

2.8 

16.9 

0.0 

14.1 

7.7 

4.1 

12.8 

14.1 

19.0 

8.3 

3.3 

9.0 

2.9 

3.4 

12.1 

Source: Eurostat 
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to half the initial level found in 1980 and in the Ne­

therlands
1
 it actually declined to 4 3 % of that f i ­

gure. 

However, there remain substantial variations in the 

Union as regards the share of social contributions 

paid by employers, employees and the self­

employed/ non­employed (cf figure II.2.2). 

These variations are due partly to differences in the 

proportion of employees and self­employed persons 

in the active population. They are also due to the 

wide variations between individual countries in the 

regulations on compulsory contributions and the al­

location of the burden of contributions between 

employers and employees. 

For example, in Sweden employees pay a relatively 

small share of the social contributions (11.7% in 

1995). It is only since 1993 that employees in that 

country have had to pay any contributions at all. At 

the other end of the scale are Denmark and the 

Netherlands, where employees pay three quarters 

and two thirds of all social contributions respec­

tively. 

II.3 Structure of taxes by type of tax 

Over the past 15 years the four types of tax: 

"current taxes on income and weal th" , "taxes lin­

ked to production and imports", "non­deductible 

VAT" and "capital taxes" have remained remarkably 

In the Netherlands one factor could be responsible for this trend: in 

1990 this country made it compulsory for recipients of welfare bene­

fits to pay a contribution (the gross contributions were increased at 

the same time). Before that, no social contributions were charged on 

unemployment pay, social assistance or other social benefits. 

stable as a proportion of total tax revenue in the 

Union average (cf table 11.3.1 and figure 11.3.1). 

Table 11.3.1 

Type of tax 

Current taxes on income 

and wealth 

Taxes linked to production 

and imports 

Non­deductible VAT 

Capital taxes 

Total tax revenue 

The structure of 

tax revenue, EUR 15, in % 

1980 

49.2 

27.0 

23.2 

0.6 

100.0 

1985 

50.3 

27.0 

22.0 

0.7 

100.0 

1990 

5Ö.9 

25.0 

23.3 

0.8 

100.0 

1995 

49.6 

25.2 

24.1 

1.1 

100.0 

Source: Eurostat 

Therefore, apart from minor variations, on average 

about 5 0 % of all taxes in the Union come from 

current taxes on income and wealth. Roughly a 

quarter comes from taxes linked to production and 

Figure 11.3.1 : The structure of tax revenue 

in the EU, in % 

1985 1990 1995 

g Capital taxes 

□ Non­deductible VAT 

Q Taxes linked to production and imports 

g Current taxes on income and wealth 

Source: Eurostat 
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imports and just under a quarter come from non­
deductible VAT. By contrast the share in total state 
revenue represented by capital taxes has al-most 
doubled since 1980; however, at around 1 % they 
remain beeing a very small fraction. 

For individual Member States of the Union one can 
observe wide variations in the share of individual 
types of tax in the total revenue in individual years 
and countries, plus quite considerable differences 
which remain relatively constant over t ime. These 
variations and differences are due to changes and 
differences in the structure of the tax systems of 
individual countries. 

For example, VAT was introduced in Spain and 
Portugal in 1986, in Greece in 1987 and in Finland 
in 1994. In those years this produced marked shifts 
in the structure of tax revenue by type of tax (cf 
table II.3.2). 

At the same t ime, the proportion of current taxes 
on income and wealth and capital taxes remained 
relatively unaffected in all the countries mentioned, 
while there was a corresponding decline in the pro­
portion of taxes linked to production and imports. 

As regards current taxes on income and wealth, 
their share of the total tax revenue is much higher 
than the Union average in three Member States 
(Belgium, Denmark and Sweden). In Greece, Portu­
gal and France, on the other hand, this type of tax 
makes a far smaller contribution to state revenue 
than the Union average. 

In 1995, Denmark had the highest proportion of 
current taxes on income and wealth at 64 .6%, 
while Greece had the lowest at 33 .6% (cf figure 
II.3.2). For these countries, the share in total tax 
revenue represented by taxes linked to production 
and imports and non-deductible VAT is the exact 
opposite. 

Furthermore, in the taxes collected by the state in 
Luxembourg, in comparison wi th the Union ave­
rage, the proportion of taxes linked to production 
and imports (31 .3% in 1995) is noticeably high and 
the proportion of non-deductible VAT (17.5% in 
1995) is correspondingly low. 

In line wi th the Union average, capital taxes are 
also tending to play a smaller role in total state tax 
revenue in each individual Member state of the EU. 
In relative terms, France has the highest proportion 
(2.5% in 1995); on the other hand, in all the years 
considered the figure was 0 .5% or less in Germany, 
Luxembourg, Ireland, Austria and Sweden. 

Table 
11.3.2 

The structure of state tax revenue 
in the Member States % 

1980| 1985| 1990| 1995 
Current taxes on income and wealth 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
FIN 
S 
UK 
EUR 15 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
FIN 
S 
UK 
EUR 15 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
FIN 
S 
UK 
EUR 15 

Β 
DK 
D 
GR 
E 
F 
IRL 
I 
L 
NL 
A 
Ρ 
FIN 
S 
UK 
EUR 15 

61.6 
58.7 
50.8 

50.5 
36.2 
44.4 
52.5 
57.1 
58.3 
42.7 
31.6 
52.3 
61.3 
48.5 

63.6 
61.9 
51.7 
27.2 
46.8 
37.4 
45.6 
59.0 
54.8 
53.2 
43.5 
36.6 
54.3 
55.8 
50.9 

60.3 
63.0 
49.0 
28.6 
54.2 
38.0 
47.4 
57.4 
50.6 
57.7 
42.5 
37.6 
54.8 
57.6 
52.7 

49.2 50.3 50.9 
Taxes linked to production and 

14.2 
18.6 
24.4 

48.1 
27.4 
39.1 
22.8 
28.5 
15.9 
27.7 
68.1 
47.4 
19.8 
34.3 
27.0 

23.1 
22.2 
24.5 

0.0 
35.4 
16.2 
24.3 
14.0 
25.1 
29.4 
0.0 
0.0 

18.6 
16.5 
23.2 

1.2 
0.6 
0.3 

1.3 
1.0 
0.4 
0.4 
0.5 
0.8 
0.2 
0.3 
0.3 
0.3 
0.7 
0.6 

13.5 
17.6 
23.8 
71.4 
52.1 
28.3 
30.6 
18.7 
29.7 
17.7 
25.5 
62.4 
45.3 
25.2 
30.3 

15.6 
18.1 
25.0 
36.0 
22.4 
29.3 
29.5 
21.5 
32.3 
17.2 
26.6 
36.4 
44.7 
21.9 
26.8 

27.0 25.0 
Non-deductible VAT 

22.0 
20.0 
24.1 
0.0 
0.0 

33.1 
23.4 
21.8 
15.1 
28.3 
30.7 
0.0 
0.0 

18.6 
18.0 
22.0 

Capita 
0.9 
0.5 
0.3 
1.4 
1.1 
1.1 
0.4 
0.5 
0.4 
0.8 
0.2 
1.1 
0.3 
0.4 
0.8 
0.7 

23.0 
18.4 
25.5 
33.6 
22.4 
31.0 
22.6 
20.7 
16.7 
24.2 
30.8 
25.3 
0.0 

20.3 
19.6 
23.3 

I taxes 
1.1 
0.6 
0.5 
1.8 
1.1 
1.7 
0.5 
0.4 
0.4 
0.8 
0.2 
0.7 
0.5 
0.3 
0.9 
0.8 

61.1 
64.6 
48.4 
33.6 
52.5 
38.9 
49.9 
54.7 
50.8 
52.0 
45.6 

" '41.3 
56.4 
60.0 
49.5 
49.6 

mports 
16.4 
15.8 
25.1 
36.0 
22.8 
30.4 
26.4 
24.2 
31.3 
22.4 
27.9 
30.7 
19.1 
20.2 
27.1 
25.2 

21.2 
19.1 
26.1 
28.6 
23.5 
28.1 
23.2 
19.3 
17.5 
24.5 
26.3 
27.7 
23.9 
19.6 
22.7 
24.1 

1.3 
0.5 
0.4 
1.7 
1.2 
2.5 
0.5 
1.8 
0.4 
1.1 
0.2 
0.3 
0.6 
0.3 
0.8 
1.1 

Source: Eurostat 
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I I .4 Summary 

In the European Union it has been apparent over 

the past 15 years that taxes and social contri­

butions are tending to increase in terms of GDP. 

In 1995, the average amount raised per head of 

population in the EU from taxes and social con­

tributions at constant 1990 prices was around 20% 

higher than the 1980 figure. Throughout this pe­

riod, social contributions represented around one 

third of this yield and taxes two thirds. 

However, for the first half óf the 1990s, we can 

say that the growth of the yield from taxes and 

social contributions per head is slowing down. 

There are wide variations between Member States 

as regards rates of taxes and social contributions as 

a proportion of GDP and per capita values. In 

particular, these differences are becoming increa­

singly large when expressed per head of population; 

in 1995, measured against the mean deviation from 

the Union average, they were 1.5 times as great as 

in 1980. 

As regards the structure of social contributions by 

contributor, the share of the total paid by em­

ployers is declining in relation to that paid by em­

ployees and the self­employed. This trend is appa­

rent in all Member States and quite marked in Den­

mark and the Netherlands. 

The structure of taxes by type of tax has hardly 

changed on average in the EU over the past 15 

years. About half of the tax revenue comes from 

current taxes on income and wealth, one quarter 

from taxes linked to production and imports, just 

under a quarter from non­deductible VAT and about 

1 % from capital taxes. 
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