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INTRODUCTION 

Under Article 99 of the Treaty (formerly Article 103
1
), all EU Member States – whether they fully 

participate in the Single Currency or not – are required to “regard their economic policies as a matter 

of common concern”, and to “co-ordinate them within the Council”.  Co-ordination is carried out 

within the framework of recommended “broad guidelines” for the economic policies of Member 

States.   

In addition, under the pre-Single-Currency transitional provisions outlined in Treaty Article 116 

(formerly Article 109e),  Member States wishing to join the euro area were asked to adopt “multi-

annual programmes intended to ensure the lasting convergence necessary for the achievement of 

economic and monetary union”. These formed the basis of the May 1998 decisions on euro area 

membership. 

The requirement to submit such “convergence programmes” remains for the three countries still 

outside the euro area. In the case of countries which have already adopted the €, the Stability and 

Growth Pact − and Article 4 of the EU Council regulation 1466/97 of 7 July 1997 on tighter 
surveillance of budgetary implementation and the monitoring and co-ordination of economic policies 

− calls for similar “stability programmes” to be submitted.  

These are three-year rolling programmes, and focus on progress in meeting the Pact’s two major 

objectives: 

• a budget deficit below 3% of GDP in any one year; and 

• an overall budgetary balance over the economic cycle. 

The annual updates must therefore take account of the budget proposals for the following year. 

Each programme is the subject of a Council opinion, and forms part of the input to the broad 

economic policy guidelines (BEPG). 

The initial convergence and stability programmes were published in late 1998, before the formal 

launch of the Single Currency. The first updates to these programmes became available towards the 

end of 1999. The second updates were published during the period September 2000 to January 2001. 

Some of these cover only the three years required by the Pact. Others contain projections to 2004 or 

2005. 

                                                 
1 The renumbering of the Treaty Articles was the consequence of the Treaty of Amsterdam, which was signed in October 

1997, and came into force on 1 May 1999. 
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GENERAL COMMENTS 

1. The Economic Outlook 

Virtually all the programmes show an increased optimism, compared to the original programmes of 

1998 or the updates in 1999. This applies to both the fiscal forecasts (budget and debt positions) and 

to the forecasts for the real economy, where these have been covered. 

Many of the programmes, however, may reflect the relatively optimistic climate of economic opinion 

at the time they were prepared: that is, the autumn of 2000. This predated the publication of data 

from the United States showing the unexpectedly sharp slow-down of that economy in the fourth 

quarter of 2000, and the consequent altered outlook for the international economy in 2001/2. 

The extent to which economic events in the US will affect the economy of the euro area is a matter of 

debate. Official forecasts (ECB, Commission) show economic growth in the area falling from the 

+3.4% recorded in 2000 to +2.8% in 2001, a marginal trimming of earlier +3% forecasts. These 

reflect the fact that euro area exports to the US account for only 2.2% of euro area GDP. ECB 

President Wim Duisenberg told Parliament's Economic and Monetary Affairs Committee on 5 March 

that  

"economic activity in the euro area is mainly determined by domestic factors.....Although the 

more moderate prospects for world growth might end up by being associated with a certain 

slowdown in euro area exports, at present there are not convincing signs that the slowdown 

in the US economy is having significant and lasting spill-over effects on the euro area as a 

whole". 

However, other commentators have observed that the volume of exports is only one of the factors to 

be taken into account. Others include: 

� A higher importance for some national economies of exports of manufactured goods to the US. 

The exposure of German exporters to the US market is some 25% greater than the euro area as 

a whole
2
. Recent figures indeed show a slow-down in German manufacturing and a rise in 

overall unemployment. 

� The fact that several euro-area-based multinationals receive a high proportion (>40%) of their 

revenues from subsidiaries, etc. in the US
3
. 

� Uncertainty about the €/$ exchange rate. The Commission’s Autumn 2000 forecast, which 

predicted a growth rate in the world economy outside the EU of +4.3% in 2001, assumed “an 

average USD/EUR rate of 0.90 in both 2001 and 2002”. Other forecasts, however − for 
example, that by the EUROFRAME group of research institutes

4 − assume parity by the end of 
2001; and others predict even larger euro appreciation. A stronger euro will add to the effect 

on exports of the US slowdown − not just in the US market itself, but in all markets where 
euro area companies face competition from goods or services priced in dollars. 

The most recent independent forecasts now show euro area growth in 2001 at 2.7% or below, with 

German growth only marginally above 2%. 

                                                 
2  See Financial Times of 6 March 2001. 
3  See Financial Times, 8 February 2001. 
4  See The Economic Situation of the European Union and the Outlook for 2001-2002, ECON 126 EN, DGIV, European 

Parliament, January 2001. 
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2. The Irish Stability Programme 

The opinions of the Commission and Council on the Irish stability programme have highlighted some 

important economic and political issues. 

• The Stability and Growth Pact implies that national budgets should, at this stage in the economic 
cycle, be in surplus; and that budget surpluses should, in the first instance, be used to reduce 

outstanding public debt
5
. However, a number of national governments have taken the decision to 

use the increased revenues generated by the economic upturn to reduce taxation, in principle as 

part of reforms to their tax systems; and/or − as in the case of Ireland and the United Kingdom − to 
increase public investment. Such fiscal loosening, according to the orthodox view, could lead to 

inflationary risks and the necessity of higher interest rates. The Irish economy, where the budget is 

already in large surplus (4.7% of GDP in 2000), and the level of public debt well below the 

Maastricht target of 60% of GDP (39% of GDP in 2000), provides an extreme and paradoxical 

example of such differences of opinion.  

• Irish inflation is projected in the updated Stability Programme to fall by one percentage point a 
year between 2000 and 2003, from 5.5% to 2.5%. Even if these figures turn out to be over-

optimistic, it can be argued that “in Ireland, relatively high inflation is not so much a problem as a 

solution
6
”: i.e. it represents an element of the “catching up” process. 

• Politically, the Irish example also illustrates the incipient tensions arising from the centralisation 
of monetary policy combined with decentralisation of fiscal policy

7
. Despite the elements of co-

ordination arising from the Stability and Growth Pact and the work of the Euro Council, national 

budgets remain the primary responsibility of national parliaments and governments. The 

Commission opinion on Ireland is cited by opponents of euro area entry in the UK as an attack on 

national and parliamentary sovereignty.  

• The Irish issue also draws attention to possible problems with the Broad Economic Policy 

Guidelines procedure. The Council Recommendation to Ireland under Article 99.4 is based on the 

inconsistency of the Irish draft Budget for 2001 with the BEPG adopted in June 2000. However, it 

can be argued that the economic climate has since changed (see point 1 above). 

• Finally, there is evidence that the decision on Ireland may have been influenced by more political 
factors. Belgian Finance Minister Didier Reynders is quoted

8
 as asking: “Is it logical for a country 

like Ireland to give favourable tax breaks to industry while benefiting from aid from the European 

Union?” The opinion has also been expressed that, while the Irish inflation rate can have only a 

marginal affect on the rate within the euro area as a whole, failure to censure Ireland for breaking 

“the rules of the game” might send the wrong signal to other, larger economies. 

• The Treaty (Article 99.4) gives Parliament the right to question the Council in the event that a 
public recommendation has been made to a Member State. The second paragraph reads: 

"The President of the Council and the Commission shall report to the European Parliament on 

the results of multilateral surveillance. The President of the Council may be invited to appear 

before the competent committee of the European Parliament if the Council has made its 

recommendations public".  

                                                 
5 An identical attitude to that adopted by Alan Greenspan in relation to the US economy until his recent endorsement of tax 

cuts. 
6 Financial Times of 14  February 2001. 
7 See The Co-ordination of National Fiscal Policies in the Context of Monetary Union, European Parliament, DGIV, 

Economic Affairs Series E-6, October 1996. 
8 Financial Times of 15 February, 2001. 
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3. Fiscal positions 

Ireland is not the only country to have been criticised.  

• In the case of Austria, the Council observes that, in spite of higher-than-projected growth in 2000, 
the deficit position has remained the same. 

• The Commission recommends that Belgium improve its debt-reduction plans.  

• As in the case of Austria, the Council finds that the French budgetary position should have 
improved more in 2000, given the rate of economic growth; and regrets that a deficit is still 

predicted for 2004 under the "cautious" scenario. 

• Germany is called on by the Commission to exercise "great caution" in implementing tax 

reforms, given that the budget deficit is forecast to rise during 2001. 

• The Commission and Council both call for Greece to establish "clear and binding norms" for the 
control of primary expenditure. 

• The Commission considers that Italy's fiscal targets "could have been more ambitious". The 
Council also casts a certain doubt on whether planned expenditure cuts and revenue increases will 

be achieved in practice. 

• The Commission questions Luxembourg’s tax cuts in a period of fast economic growth. 

• Portugal − though not the subject of an Article 99.4 recommendation − is specifically criticised 
by the Commission for having a budgetary position inconsistent with the 2000 BEPG.  

• Though the United Kingdom, not being in the euro area, has published only a Convergence 
Programme, the Council observes that the planned move into deficit is not in line with the Pact's 

objective of a fiscal position "close to balance or surplus". There is an implied criticism of the 

"golden rule" policy pursued by the UK Government
9
.  

The Commission’s Report on the implementation of the 2000 Broad Economic Policy Guidelines of 7 

March 2001 (ECOFIN/85/01) makes additional observations. 

“Budgetary consolidation progressed in 2000 to the extent that actual positions improved in all 

countries; in the euro area as a whole the deficit fell by ½ a percentage point to an estimated 

0.7 per cent of GDP (net of one-off UMTS proceeds), slightly better than foreseen by the 

1999/2000 stability programme updates. However, the improvement essentially stemmed from 

higher than anticipated growth. Clearly, euro-area Member States as a whole did not seize the 

opportunity to improve underlying fiscal positions…..” 

Based on the assessments made in the Commission services’ Autumn 2000 Forecasts, in most 

Member States the budgetary plans for 2001 provide for an implicit safety margin large enough 

to allow the automatic stabilisers to play freely in case of a downturn without breaching the 3 

per cent of GDP reference value. The exceptions are Germany, due to the implementation of the 

tax reform, and Portugal. In France, Italy and Austria the budgetary safety margins still remain 

on the low side with estimated 2001 structural deficits close to or above 1 per cent of GDP.  

The current emphasis on tax cuts, generally not matched by further expenditure restraint, 

implies that the more ambitious consolidation targets as set out in the 1999/2000 updates of the 

stability and convergence programmes are not likely to be fully met. Some countries (Denmark, 

                                                 
9  Under this rule, borrowing should not be used to finance current expenditure – i.e. net borrowing is balanced by net 

public investment. The Council’s criticisms of the UK have been echoed by the International Monetary Fund (Staff Report 

for the 2000 Article IV Consultation, February 2, 2001). 
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Greece, Ireland, Luxembourg, the Netherlands, Finland and Sweden) recognised the need to 

pursue fiscal consolidation beyond the minimum required by the Stability and Growth Pact and 

accordingly planned to reach (or retain) sizeable budget surpluses in the medium term”.  

These general criticisms have been echoed by the ECB, whose President observed to Parliament's 

Economic and Monetary Affairs Committee
10
: 

"I consider that budgetary plans recently expressed in countries' updated stability programmes 

are not very ambitious, as tax cuts
11
 are not accompanied by appropriate expenditure restraints. 

If the macroeconomic environment remains as favourable as expected, the envisaged fiscal 

policy stance could add to demand pressures. Fiscal policy could thus become an additional 

source of upward risks to price stability." 

4. The Ageing Factor 

In addition to his general remarks about Member States’ fiscal positions, the ECB President also drew 

attention to the “long-term fiscal challenges”, which the stability programmes were “not making the 

necessary progress in addressing”. These challenges included “the budgetary adjustments needed in 

many countries to cope with population ageing”. 

Old age dependency ratios in EU Member States are calculated as the numbers aged 65 and over 

divided by the numbers aged between 20-64. The Commission’s baseline projections show a rising 

ratio in all Member States until 2040, with some rising and some falling in the following decade.  

 Table 1.  Old Age Dependency Ratios, 2000-2050 

% 2000 2010 2020 2030 2040 2050 

B 29.5 31.1 38.0 48.8 53.5 52.0 

DK 25.5 29.6 35.7 42.0 47.0 43.7 

D 28.0 34.1 38.6 50.3 57.0 56.1 

EL 30.2 33.6 38.0 44.4 54.7 61.6 

E 28.7 30.7 35.2 44.7 59.8 68.7 

F 28.5 29.5 38.1 46.4 52.1 53.2 

IRL 20.3 20.5 26.2 32.1 38.4 46.6 

I 30.7 35.5 42.1 52.9 67.8 69.7 

L 24.8 27.6 33.0 42.5 47.2 43.5 

NL 23.1 26.2 34.7 44.2 50.1 46.9 

A 26.3 30.1 34.5 47.0 57.0 57.7 

P 26.7 28.5 32.2 37.2 46.3 50.9 

SF 25.9 29.7 41.4 49.5 49.7 50.6 

S 30.9 33.8 39.8 45.4 48.9 48.5 

UK 27.8 28.5 33.9 43.1 49.1 48.5 

EU-15 28.3 31.4 37.3 46.8 55.0 55.9 

Source: The Future Evolution of Social Protection from a Long-Term Policy Point of 

View: Safe and Sustainable Pensions (COM(2000)622), Commission Communication 

of 11 October 2000. 

                                                 
10  ibid. 

11 The ECB's March Monthly Bulletin estimates the revenue loss from tax changes in 2001 at 0.75% of GDP. 
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Charts: Pension expenditure projections (as a percentage of the GDP, before taxes): selected 

member states by the size of the increase with respect to 2000 

 

Chart 1: Countries with an increase lower than 2 percentage points 

 

 Chart 2: Countries with an increase between around 3 to 5 percentage points 

 

 

Chart 3: Countries with an increase higher than 5 percentage points 

 

 

(Source: Economic Policy Committee, Progress report to the Ecofin Council on the Impact of ageing populations on 

public pensions system (ECP/ECFIN/581/ 00-EN-Rev.1, Brussels, 6 Nov.2000, p.39). 



PE 302.526 11 

 

These figures raise a number of issues. 

• Changes in the old age dependency ratios directly affect fiscal policy only to the extent that future 

pensions take the form of commitments to future public expenditure: i.e. are “first pillar” pensions. 

The projected fiscal positions of Member States therefore vary not only as a result of demographic 

factors, but also as a result of significant differences in “first pillar” commitments (see Charts). 

• The Report from the Commission on the implementation of the 2000 BEPG observes that: 

“some progress was made in reforming public pension systems in a number of countries 

(Denmark, Ireland, Netherlands, the Austria, Sweden and the United Kingdom) and ambitious 

reform plans were announced in Germany. Further reforms are now strongly required in 

Belgium, France, Greece, Spain, Italy and Portugal. While dialogue and consensus amongst 

social partners are needed for reforms to succeed, there is a disturbing trend for reforms in 

these countries to be repeatedly postponed….. Several Member States (Belgium, Spain, France, 

Ireland and Finland) have created or announced the establishment of pension reserve funds 

that will be used to offset some of the future increase in age-related expenditures. While this is 

a welcome development, these reserve funds, with exception of Ireland, remain relatively small 

in relation to the budgetary impact of ageing populations and need to be supplemented with 

other policies”.  

• Other solutions include drastic reforms to “first pillar” pension systems – for example, a sharp 

reduction in commitments and a shift to funded occupational (“second pillar”) or personal (“third 

pillar”) schemes, as in the UK during the 1980s. 

• However, a shift from public “pay-as-you-go” schemes to occupational or private funded schemes 

does not alter dependency ratios. Future pensions, whether paid out of taxation or through income 

from investments, must still be financed out of future production.  

• Whatever the balance between the three “pillars” of future pension finance, the key factors are 

therefore: 

� The level of future production, which in turn depends substantially on the level of private and 

public investment. 

� The economic dependency ratio – that is, the numbers outside the labour market divided by the 

numbers actually in employment. This ratio could be reduced substantially through, for 

example, later retirement and higher participation rates (particularly of women). 
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COUNTRY SUMMARIES 

 

 
                                             Austria 

Updated 

Stability 

Programme, 

2000-2004 

(19 December 

2000) 

The updated programme envisages a decline in the general government budget 

deficit from 1.4% of GDP in 2000 to a balanced position in 2002 and beyond. 

Government gross debt is expected to fall from 61.1% of GDP to below the 

60% reference value in 2002 and to 55.3% in 2004. This implies faster deficit 

reduction than foreseen in the previous update of the programme. The deficit 

projections are based on a decline in output growth from its cyclical peak of 

3.5% in 2000 to 2.3% in 2003 and 2.5% in 2004, amounting to an annual 

average growth of 2.6% over the forecast period. 

European 

Commission's 

Assessment 

 

(24 January 

2001) 

 

 

 

 

 

 

 

The Commission concludes that the medium-term budgetary targets in the 

updated programme are in line with the Stability and Growth Pact and the 

Broad Economic Policy Guidelines. The assumed annual average growth of 

2.6% appears feasible in the light of the supply and demand conditions in the 

Austrian economy. The envisaged decline in the deficit ratio is much faster 

than previously foreseen, thus complying with the Council's recommendation 

in its opinion on the previous update. The Stability and Growth Pact is now 

respected earlier, which is welcome and appropriate in view of the currently 

favourable economic conditions. In the initial years of the programme the 

deficit reduction relies heavily on revenue side measures. This will lead to a 

rise in the tax burden, which will only decline in the later years of the 

programme. As a consequence, once a balanced budgetary position is attained, 

the Austrian government should adopt measures to lower the high tax burden. 

Tight budgets will be required in 2001 and 2002 to attain the deficit targets. 

Strict expenditure control is also required at lower levels of government as 

achieving the targets depends on substantial surpluses in the finances of the 

Bundesländer and balanced budgets in the social institutions. 

Council 

Opinion 

(12 February 

2001) 

 

 

The underlying budgetary position implicit in the deficit goals is in line with 

the Stability and Growth Pact from 2001 onwards. The Council notes, 

however, that, in spite of higher-than-projected growth, the estimated deficit 

for 2000 in the current update is not lower than was projected in the previous 

programme, once originally unbudgeted UMTS proceeds are excluded. The 

Council recommended in its opinion of the previous update and in the 

recommendations of the June 2000 BEPG that, in the event of a higher growth, 

a better deficit outcome should be achieved. The available data do not allow at 

present a conclusive appraisal of the implementation of the budget in 2000. If, 

however, the outcome for the general government were not lower than the 

objective of 1.7% of GDP, Austria would not have fully complied with the last 

year's Council opinion and BEPG recommendations. On the other hand, the 

Council acknowledges ongoing structural reforms of the Austrian economy in 

line with the guidelines and encourages the Austrian government to continue 

determinedly with the reforms of product and capital markets, with a view to 

enhancing competition, fostering the provision of risk capital and improving 

entrepreneurial dynamism and corporate governance. 
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 Table 2.  The Austrian Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 2004 

Nov 1998 -2.0 -1.7 -1.5 -1.4   

Mar 2000 -2.0 -1.7 -1.5 -1.4 -1.3  

General government 

budget balance 

 (% of GDP) 

Dec 2000 -2.1 -1.4 -0.75 0.0 0.0 0.0 

Nov 1998 

 

63.5 62.2 61.2 60.0   

Mar 2000 64.9 64.1 62.7 61.9 61.2  

Government debt 

(% of GDP) 

 

Dec 2000 64.6 63.1 61.4 59.1 57.2 55.3 

Nov 1998 

 

2.8 2.6 2.1 2.2   

Mar 2000 2.2 2.8 2.8 2.5 1.9  

Real GDP growth rate  

(annual % change) 

Dec 2000 2.8 3.5 2.8 2.7 2.3 2.5 

 Nov 1998 

 

1.0 1.5 1.8 2.0   

Mar 2000 0.5 1.4 1.3 1.1 1.1  

Inflation 

(private consumption 

deflator, annual % 

change) 

Dec 2000 0.5 2.3 1.6 1.2 1.1 1.2 
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                                         Belgium 

Updated Stability 

Programme, 2001-

2005 

(22 December 

2000) 

 

 

In the past two years, economic activity in Belgium has been more buoyant 

than expected and therefore budgetary results were more positive than 

estimated. The government deficit reached 0.7% of GDP in 1999 and was 

balanced in 2000. Starting from improved results compared to 

expectations, the programme projects a government surplus of 0.2% of 

GDP in 2001 widening throughout the period to 0.7% of GDP in 2005. At 

the same time, the government debt ratio is expected to decline by 22 

percentage points from 110.6% of GDP in 2000 to 88.7% in 2005. The 

projections are based on a cautious macroeconomic scenario, assuming real 

GDP growth at trend, estimated at 2.5% in the period 2001-2005. 

European 

Commission's 

Assessment 

(28 February 

2001) 

 

 

 

 

 

 

 

 

The Commission’s conclusion is that the updated programme is in line 

with the requirements of the Stability and Growth Pact and is consistent 

with the Broad Economic Policy Guidelines. Opting for trend output 

growth is a cautious approach; however, it does not allow a realistic view 

on economic developments for the early years. The Commission considers 

appropriate the budgetary strategy based mainly on the achievement of 

large government primary surpluses. The need in Belgium for budgetary 

interventions in priority areas, such as public investment, an active 

employment policy and the implementation of the personal income tax 

reform, is acknowledged; however, making available budgetary margins in 

order to finance these policies, implies opting for a slower public finance 

consolidation than would have been otherwise possible. Considering the 

still high level of government indebtedness, the "highest priority" should 

be given to its fast reduction in the coming years. More detailed 

information would have been instrumental in order to assess in particular 

how expenditure control and use of available budgetary margins are 

expected to be reconciled. 

Council Opinion 

(12 March 2001) 

The Council endorsed the conclusions of the Commission. It noted that 

economic growth in 1999 and 2000 had been stronger than expected; and 

recommended that all additional revenues that might stem from faster 

growth in the future should be allocated to debt reduction. The Council 

also welcomed the agreement concluded in December 2000 between the 

Federal Government and the Regions aimed at ensuring sustainable public 

finances in the medium term at the different levels of government. 
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 Table 3.  The Belgian Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 2004 2005 

Dec. 1998 

 

-1.3 -1.0 -0.7 -0.3    

Dec. 1999 

 

 

(-1.1) 

-1.0 

(-1.0) 

-0.6 

(-0.5) 

-0.1 

(0.0) 

0.4 

(0.2) 

  

General 

government 

budget balance 

(% of GDP) 

Dec. 2000 

 

-0.7 -0.1 +0.2 +0.3 +0.5 +0.6 +0.7 

Dec. 1998 

 

114.5 112.2 109.6 106.8    

Dec. 1999 

 

 112.4 

(112.4) 

108.9 

(108.8) 

105.2 

(105.0) 

101.2 

(101.3) 

  

Government 

debt 

(% of GDP) 

Dec. 2000 

 

116.1 110.6 105.8 101.4 97.2 92.9 88.7 

Dec. 1998 

 

2.4 2.3 2.3 2.3    

Dec. 1999 

 

 2.5 2.5 2.3 2.3   

Real GDP 

growth rate 

(annual % 

change) 

Dec. 2000 

 

  2.5 2.5 2.5 2.5 2.5 

Dec. 1998 

 

       

Dec. 1999 

 

       

Inflation 

(annual % 

change) 

Dec. 2000 
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                                           Denmark 

Updated 

Convergence 

Programme, 

2000-2005 

(December 

2000) 

 

 

The updated Danish convergence programme foresees general government 

budgetary surpluses of between 2.6-2.9% of GDP over the entire period and 

projects the gross consolidated debt to be reduced to 34% of GDP in 2005. In 

2000, the budget surplus turned out to be higher than earlier projected and 

amounted to 2.7% of GDP, mainly due to stronger-than-expected growth. 

The macroeconomic scenario assumed in the updated programme projects 

real GDP growth, following an upward revision to 2.4% in 2000, to slow 

down to around 1.7% annually for 2001-2005. The inflation rate began rising 

in 1999 and has remained relatively high in 2000. It is now expected to 

decline gradually. 

European 

Commission's 

Assessment 

(24 January 

2001) 

 

 

 

 

 

 

 

 

The Commission concludes that the updated Danish convergence programme 

is clearly in line with the requirements of the Stability and Growth Pact and 

the Broad Economic Policy Guidelines. In its view, both the growth and the 

underlying productivity projections seem to be on the cautious side. Given 

the robust performance of the Danish economy in recent years, in particular 

the buoyant investment in equipment, and the structural reforms undertaken, 

a somewhat stronger growth and productivity performance could be 

anticipated. While the inflationary outlook seems plausible, an upward risk 

remains, given the continued tightness of the Danish labour market. The 

budgetary consolidation strategy, with a declining primary expenditure to 

GDP ratio and tax burden over the programme period, is continued. 

However, in 2001 both the primary expenditure and the tax ratio are expected 

to increase slightly and a continuing decline in both ratios would have been 

preferable. As lower levels of government have frequently exceeded the non-

binding agreements with central government, aimed at limiting increases in 

public consumption and taxes, it would be desirable to strengthen the 

institutional framework to avoid further slippage in the future.  

Council 

Opinion 

(12 February 

2001) 

 

 

The Council welcomes the fact that the Danish authorities have maintained 

their target of large budgetary surpluses. As a result, Denmark continues to 

fulfil the requirement of the Stability and Growth Pact of a budgetary 

position "close to balance or in surplus" over the entire period covered by the 

programme. The Council reiterates its recommendation to the Danish 

government to take further action in case of significant upward deviations of 

the inflation rate, including budgetary ones - the more so since ERM2 

membership clearly limits the room for manoeuvre in monetary policy to 

combat inflationary pressures. The Council invites the Danish authorities to 

maintain the prominent place of structural reforms on the policy agenda. In 

particular, efforts to raise labour supply could prove necessary. The Council 

therefore encourages the authorities to consider lowering taxes on labour 

income beyond 2002, when a tax reduction is already planned. However, 

given that the Danish economy currently seems to be operating at a level 

slightly above its potential, such a tax cut would need to be compensated by 

offsetting budgetary measures in order not to add to the risk of overheating. 
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 Table 4.  The Danish Convergence Programme 

The table contains the projections of each of the convergence programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 CP 1999 2000 2001 2002 2003-05 

Nov 1998 +2.3 

 

+2.6 +2.4 +2.4 +3.3* 

Dec 1999 +2.9 

 

+2.1 +2.2 +2.3 +2.8* 

General government 

budget balance 

(% of GDP) 

Dec 2000 +2.8 

 

+2.7 +2.8 +2.6 +2.9* 

Nov 1998 

 

53.1 48.6 45.9 43.5 34.7* 

Dec 1999 

 

52.8 50.1 47.5 44.5 35.9* 

Government debt 

(% of GDP) 

Dec 2000 

 

52.6 48.3 44.7 41.8 33.7* 

Nov 1998 

 

1.7 2.0 1.9 2.1 2.2 

Dec 1999 

 

1.3 1.6 2.0 2.3 2.1 

Real GDP growth rate 

(annual % change) 

Dec 2000 

 

1.7 2.4 1.8 1.7 1.7 

Nov 1998 

 

2.3 2.4 2.1 2.0 2.2 

Dec 1999 

 

1.3 1.6 2.0 2.3 2.1 

Inflation 

(consumer price index, 

annual % change) 

Dec 2000 

 

2.5 2.9 2.5 1.8 2.0 

* year-end level 2005 
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                                        Finland 

Updated 

Stability 

Programme, 

2002-2004 

(September 

2000) 

 

Finland's stability programme update projects a general government surplus 

of 4.5% of GDP in 2000, and aims to maintain surpluses exceeding 4 % of 

GDP throughout the period 2000-2004. The projected surplus in 2004 is 

almost 5% of GDP. The government debt ratio is expected to continue to fall 

below 40% in 2001and to some 32% in 2004. The macroeconomic scenario 

includes strong economic growth in 2000 due to continued robust external 

and internal demand. Thereafter, GDP is assumed to decelerate from 2001 for 

the remainder of the projection period. 

European 

Commission's 

Assessment 

(15 November 

2000) 

 

 

 

 

 

 

 

The Commission concludes that the updated programme is in line with the 

requirements of the Stability and Growth Pact and the Broad Economic 

Policy Guidelines. It welcomes the general strategy of the Finish authorities 

of reducing the ratio of expenditure to GDP through the implementation of 

restrictive multi-annual expenditure ceilings for central government. 

Government proposals for reductions in the present high level of taxation, 

desirable on structural grounds and as an incentive to wage moderation, need 

to be reconciled with the need to maintain an appropriate fiscal stance. The 

risk of tax cuts aggravating overheating and potential inflationary pressures 

implies the need for continued firm public expenditure restraint with a 

readiness to constrain domestic demand further through fiscal policy if 

necessary. It also strengthens the need for wage developments to be 

moderate. Structural measures to promote a stronger, more balanced supply 

side of the economy are to be encouraged, including for the help they will 

provide to reduce overheating. The focus in the Programme is an appropriate 

one and requires vigorous implementation. 

Council 

Opinion 

(27 November 

2000) 

 

 

The Council considers that the underlying budgetary position, corresponding 

to the 4.5% expected surplus for 2000, will allow Finland to continue to fulfil 

the requirements of the Stability and Growth Pact and that the updated 

programme is consistent with the Broad Economic Policy Guidelines. As 

already referred to in the 2000 BEPG, the Council also considers that a tight 

fiscal stance in Finland is necessary to contain risks of overheating. Subject 

to this, the Council commends the fiscal strategy of the updated stability 

programme, stressing that continued fiscal restraint is justified in view of the 

future effects of population ageing on pensions and health care costs, to 

which Finland is particularly exposed. The Council welcomes the 

commitment in the updated programme to continued structural reforms. 

Reforms are particularly important in promoting the government's central 

objective of raising employment and at the same time safeguarding price 

stability. Fiscal reform, reducing the still heavy overall taxation and social 

contribution burden on labour, can reinforce this potential. Concerns remain, 

however, that the structure of the pension system contains disincentives for 

the older workers to remain in the labour market and that pension system 

funding may need to be strengthened in the face of rapid ageing.  
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 Table 5.  The Finnish Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 2004 

Sep 1998 +2.4 +2.2 +2.1 +2.3   

Sep 1999 +3.1 +4.7 +4.2 +4.6 +4.7  

General government 

budget balance 

(% of GDP) 

Sep 2000 +1.9 +4.5 +4.7 +4.4 +4.5 +4.9 

Sep 1998 

 

48.5 46.4 44.8 43.2   

Sep 1999 46.6 42.9 40.7 38.0 35.2  

Government debt 

(% of GDP) 

 

Sep 2000 46.6 42.4 39.2 37.1 34.0 32.2 

Sep 1998 

 

4.0 2.7 2.6 2.6   

Sep 1999 3.8 3.9 3.0 2.6 2.6  

Real GDP growth rate 

(annual % change) 

Sep 2000 4.0 5.2 4.2 3.2 2.7 2.7 

 Sep 1998 

 

1.7 2.0 2.0 2.0   

Sep 1999 1.1 1.5 1.8 1.8 1.8  

Inflation 

(private consumption 

deflator, annual % 

change) 

Sep 2000 1.7 2.8 1.8 1.8 1.8 1.8 
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                                        France 

Updated Stability 

Programme, 

2001-2004 

(11 January 

2001) 

 

 

 

The budgetary projections of the updated programme are based, as in the 

past, on two macro-economic scenarios: a cautious scenario, in which 

potential growth stays at its current level of 2.5% a year; and a favourable 

scenario – presented as the economic policy target and the most likely 

prospect – in which potential output is estimated to increase to 3% as a 

result of stronger investment and employment growth. In both cases, 

inflation is projected to stay at a low level over the entire period. The 

programme envisages a general government surplus of 0.2% of GDP in 

2004 under the favourable scenario and a deficit of 0.5% under the cautious 

one. The government debt ratio is expected to decrease from 58.4% in 2000 

to 54.5 or 53.0% according to the alternative macroeconomic scenarios. 

European 

Commission's 

Assessment 

(24 January 

2001) 

 

 

 

 

 

 

The conclusion of the Commission is that the updated programme is in line 

with the requirements of the Stability and Growth Pact. The higher-than- 

expected reduction in the government deficit in 2000 reflects progress 

achieved in 1999. Indeed, the pace of deficit reduction decelerated in 2000, 

despite higher than expected tax revenues. This is not fully consistent with 

the recommendations of the 2000 Broad Economic Policy Guidelines which 

recommend that better than expected growth should have been used to 

reduce the government deficit more rapidly. The cornerstone of French 

budgetary policy remains the binding norm for government spending in real 

terms. In a context of strong economic growth, and given the planned tax 

alleviation policy, the French authorities should implement a more decisive 

control of government spending in order to make available margins for 

faster reduction in the government deficit. The Commission considers that 

even in the cautious scenario a balanced budget should be achieved by 

2004. 

Council Opinion 

(12 February 

2001) 

 

 

The Council finds that a better budgetary outcome could have been 

achieved in 2000, taking into account the favourable economic and public 

finances development. The Council considers the macroeconomic 

projections of the favourable scenario as attainable; but regrets that a deficit 

remains in 2004 under the cautious scenario. Even if the projected 

budgetary position provides an adequate safety margin against breaching 

the 3% of GDP deficit threshold in normal circumstances – in conformity 

with the requirements of the Stability and Growth Pact – the Council 

considers that the French government should seek a situation of budgetary 

balance in 2004 under the cautious scenario. It should also advance the 

timing of budgetary surplus ahead of 2004 under the favourable scenario. 

This would also be in line with its recommendation on the 1999 updated 

stability programme. The Council commends the budgetary strategy based 

on control of real expenditure growth; in its view, however, a lower increase 

in expenditure – the 2000 updated programme has raised the expenditure 

ceiling to 4.5% in real terms over the period 2002 to 2004 – would be 

desirable to allow a faster reduction in the government deficit. 
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 Table 6.  The French Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). Optimistic 

scenario in brackets. 

 

 SP 1999 2000 2001 2002 2003 2004 

Dec 1998 -2.3 -2.0 

 

-1.6 -1.2 

(-0.8) 

  

Feb 2000 -2.1 -1.7 

 

-1.7 

(-1.3) 

-1.2 

(-0.9) 

-0.5 

(-0.3) 

 

General 

government 

budget 

balance 

(% of GDP) 

Jan 2001*  -1.4 

(-1.4) 

-1.0 

(-1.0) 

-0.6 

 

-0.4 

 

-0.5 

(0.2) 

 Dec 1998 

 

58.7 59.0 

(58.5) 

58.8 

(57.9 

58.3 

(57.1) 

  

 Feb 2000 

 

60.3 59.4 59.0 

(59.0) 

58.4 

(58.1) 

57.7 

(57.2) 

 

Government 

debt 

(% of GDP) 

Jan 2001* 

 

 58.4 

(58.4) 

57.2 

(57.2) 

56.9 

(56.3) 

55.6 

(54.7) 

54.5 

(53.0) 

 Dec 1998 

 

 2.5 

(3.0) 

2.5 

(3.0) 

2.5 

(3.0) 

  

 Feb 2000 

 

 3.0 2.5 

(3.0) 

2.5 

(3.0) 

2.5 

(3.0) 

 

Real GDP 

growth rate 

(annual % 

change) 

Jan 2001 

 

 3.2 3.0-3.6 2.5 

(3.0) 

2.5 

(3.0) 

2.5 

(3.0) 

 1998 

 

      

1999 

 

      

Inflation 

(private 

consumption 

deflator, 

annual % 

change) Jan 2001 

 

 1.7 1.2 1.4 1.4 1.4 

* excluding UMTS receipts 

( ) alternative scenario 
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                                       Germany 

Updated Stability 

Programme, 2000-

2004 

(11 October 2000) 

 

The updated German stability programme foresees average economic 

growth of 2.5% per year over the period 2000-2004. A government surplus 

of 1.5% of GDP is projected in 2000 due to the UMTS sale. Excluding 

these one-off receipts there would have been a 1% deficit. In 2001, 

implementation of tax reforms is likely to worsen, temporarily, the German 

budgetary position to create a deficit of 1.5% of GDP. As from 2002, 

however, the deficit is expected to decline and reach a balanced budgetary 

position by 2004. During the same period, the debt ratio is expected to fall 

from 60% of GDP to 54.5%.  

European 

Commission's 

Assessment 

(15 November  

2000) 

 

 

 

 

 

 

The Commission concludes that the updated programme is in line with the 

requirements of the Stability and Growth Pact and the Broad Economic 

Policy Guidelines. It welcomes the 2001tax reform programme, but calls 

for "great caution" in its implementation in view of the resulting increase 

in the government deficit in that year. "This is necessary to avert the risk of 

a more permanent deterioration of the structural deficit in Germany and to 

avoid the expansionary effects of the tax reform leading to accelerating 

inflation, which could have negative spill-over effects for the euro-area as 

a whole. Therefore, it seems of utmost importance to keep expenditure 

under strict control." The Commission emphasises the importance of 

improved co-operation on government finances between the federal 

government and lower levels of government in Germany, as well as a 

decisive lowering of the debt ratio in light of the foreseeable ageing of the 

German society in the decades to come. 

Council Opinion 

(27 November  

2000) 

 

 

The Council considers that the programme is in conformity with both the 

Stability and Growth Pact and the recommendations of the Broad 

Economic Policy Guidelines. It notes with satisfaction that the budgetary 

target for the year 2000 was maintained in spite of a slightly worse-than-

expected outcome in 1999; and welcomes the fact that, owing to the 

improved position of government finances, the trend of a rising debt ratio 

has been broken. Continued privatisation efforts at all levels of government 

– as also advocated by the Commission – would help to achieve the 

programme's medium-term debt objectives. In this context, the Council 

welcomes the use of all of the UMTS proceeds to reduce debt, while 

considering that in light of the non-negligible risks to the budgetary 

projections it would be appropriate not to spend all of the interest savings. 

The Council recognises that ongoing expenditure restraints have created 

some room for the planned tax reform in the year 2001, while reiterating its 

recommendation to implement the reform "with greatest caution" so as not 

to provoke a lasting deterioration of the structural deficit. The Council 

recommends wage moderation for the year 2002; further reduction in 

social security contribution rates; and reforms to the pension system and of 

labour and product markets in order to improve the potential growth path 

not only of Germany but of the euro-zone as a whole. 
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 Table 7.  The German Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 2004 

Jan 1999 -2.0 -2.0 -1,5 -1.0   

Jan 2000 -1.2 -1.0 -1.5 -1.0 -0.5  

General government 

budget balance 

(% of GDP) 

Oct 2000 -1.4 -1.0* -1.5 -1.0 -0.5 0.0 

Jan 1999 

 

61.0 61.0 60.5 59.5   

Jan 2000 61.0 61.0 60.5 59.5 58.5  

Government debt 

(% of GDP) 

 

Oct 2000 61.1 60.0 58.0 57.5 56.5 54.5 

Jan 1999 

 

2.0 2.5 2.5 2.5   

Jan 2000 1.4 2.5 2.5 2.5 2.5  

Real GDP growth rate 

(annual % change) 

Oct 2000 1.6 2.75 2.75 2.5 2.5 2.5 

 Jan 1999 

 

1.0 2.0 1.5 1.5   

Jan 2000 0.5 1.5 1.5 1.5 1.5  

Inflation 

(private consumption 

deflator, annual % 

change) 

Oct 2000 0.3 1.5 1.0 1.5 1.5 1.5 

* +1.5 including UMTS-proceeds 
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                                          Greece 

Updated Stability 

(formerly 

Convergence) 

Programme, 

2000-2004 

(December 2000) 

 

 

The programme is based on a macroeconomic scenario assuming strong, 

investment-led growth with real GDP growth rates accelerating from 4.1% 

in 2000 to 5.5% in 2004. The general government balance is projected to be 

in a surplus amounting to 0.5% of GDP in 2001. The budgetary 

consolidation strategy is based, as in the past, on high primary surpluses and 

continuous reduction in interest payments. The general government debt 

ratio is expected to decline by 20 percentage points to 84.0% of GDP in 

2004. A key element of the programme is the commitment to continue 

structural reforms.  

European 

Commission's 

Assessment 

(24 January 

2001) 

 

 

 

 

 

 

 

The Commission concludes that the programme is in line with the 

requirements of the Stability and Growth Pact and the Broad Economic 

Policy Guidelines. It considers the macroeconomic projections of the 

programme ambitious, at the upper range of possibilities of the Greek 

economy. High primary surpluses are necessary in order to reduce the still 

high government debt ratio. A tighter control of primary expenditure, with 

the aim of reducing the current expenditure to GDP ratio, should be 

included in the budgetary adjustment strategy. Inflation prospects in the 

stability programme appear to underestimate the risks of overheating in the 

Greek economy, given the context of buoyant activity and easier monetary 

conditions. As a consequence, the Commission reiterates the 

recommendation, already included in the Council opinion on the 1999 

updated programme and the Broad Economic Policy recommendation, for 

the adoption of clear and binding norms to secure current primary 

expenditure control. The Commission takes the view that a bolder attitude 

in the reform effort would be beneficial for the Greek economy. 

Council Opinion 

(12 February 

2001) 

 

 

The Council considers that the stability programme is consistent with the 

Broad Economic Policy Guidelines and that the projected budgetary 

position provides an adequate safety margin against breaching the 3% of 

GDP deficit threshold in normal circumstances. It is also in conformity with 

the requirements of the Stability and Growth Pact. The Council commends 

the fiscal consolidation strategy of the programme, centred on high primary 

surpluses, which is essential to reduce the still very high government debt 

ratio, and to prepare for future challenges, notably the budgetary burden 

from ageing population. The Council considers, however, that such a 

strategy should be based on an adequate control of primary expenditure 

through clear and binding norms. Risks of renewed inflationary pressures 

need to be contained through determined support from domestic policies, 

mainly a tight fiscal stance, in particular through restraints on current 

expenditure, and by ensuring wage moderation. The Council encourages the 

Greek government to accelerate the implementation of necessary reforms, in 

particular in the labour market and the social security system, in order to 

enhance the potential of the economy, strengthen its competitiveness and 

improve the conditions for sustainable growth and employment creation. 
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 Table 8.  The Greek Convergence/Stability Programme 

The table contains the projections of each of the convergence/stability programmes - original 

programme and subsequent updates - for the main economic indicators (deficit, debt, growth and 

inflation). 

 

 CP 1999 2000 2001 2002 2003 2004 

Jun 1998 -2.1 -1.7 -0.8    

Dec 1999 -1.5 -1.2 -0.2 +0.2   

General government 

budget balance 

(% of GDP) 

Dec 2000 -1.8 -0.8 +0.5 +1.5 +2.0 +2.0 

Jun 1998 

 

105.8 102.5 99.8    

Dec 1999 104.2 103.3 99.5 98.0   

Government debt 

(% of GDP) 

 

Dec 2000 104.6 103.9 98.9 96.0 90.5 84.0 

Jun 1998 

 

3.7 3.9 4.5    

Dec 1999 3.5 3.8 4.1 4.3   

Real GDP growth rate 

(annual % change) 

Dec 2000 3.4 4.1 5.0 5.2 5.5 5.5 

 Jun 1998 

 

2.5 1.9 1.7    

Dec 1999 2.5 2.1 2.1 2.0   

Inflation 

(private consumption 

deflator, annual % 

change) 

Dec 2000 2.4 2.7 2.3 2.2 2.3 2.4 
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                                            Ireland 

Updated 

Stability 

Programme, 

2001-2003 

(December 

2000) 

The 2000 update of Ireland's Stability Programme estimates a general 

government surplus of 4.7% of GDP in 2000 and projects an average surplus 

ratio of 4.2% over the remaining period covered. The debt ratio is projected to 

decline to 24% of GDP by 2003. The 2000 update expects that, over the period 

covered, both real GDP growth and headline inflation will show a gentle 

decline.  

European 

Commission's 

Assessment 

(24 January 

2001) 

 

 

 

 

 

 

 

 

 

The Commission concludes that the 2000 update is in line with the 

requirements of the Stability and Growth Pact, but that Irish budgetary plans 

for 2001 are inconsistent with the 2000 Broad Economic Policy Guidelines 

adopted last June by the European Council in Feira. The Commission 

welcomes the budgetary surpluses, which would clearly be sufficient to 

provide a safety margin against breaching the deficit threshold of 3% of GDP 

in the event of normal cyclical fluctuations. However, given the evidence and 

further risks of overheating of the Irish economy, the Commission and the 

Council urged the Irish authorities in the 2000 BEPG to use budgetary policy 

to ensure economic stability. In the course of 2000, the extent of overheating 

has increased, even if the headline inflation in December 2000 ended slightly 

below the November peak. CPI inflation averaged 5.6% in 2000 against a 

prediction of 3.1% in the last stability programme update. In spite of this, 

budgetary plans for 2001 are expansionary and pro-cyclical – the positive 

output gap is projected to rise further to peak at over 5% of trend GDP – and 

are therefore considered inconsistent with those guidelines. The Commission 

has therefore asked the Council to adopt a recommendation under Article 99(4) 

addressed to the Irish government with a view to ending the inconsistency of 

the expansionary aspects of budgetary plans with the 2000 BEPG. 

Council 

Opinion 

(12 February 

2001) 

 

 

The Council welcomes the fact that, as in the original programme and its 1999 

update, Ireland fully and comfortably fulfils the Stability and Growth Pact 

obligations throughout the period covered. It considers, however, that the 

stimulatory nature of the budget for 2001 poses a considerable risk to the 

benign outlook in terms of growth and inflation portrayed in the 2000 update. 

The Council considers that this budget – the main elements of which are 

indirect and direct tax cuts and substantial increases in current and capital 

expenditure – is pro-cyclical. It is likely to boost demand by at least 0.5 % of 

GDP, thereby aggravating overheating and inflationary pressures and widening 

the positive output gap. The Council finds that the planned contribution of 

fiscal policy to the macroeconomic policy mix is inappropriate, and regrets that 

its repeated advice to ensure economic stability by means of fiscal policy was 

not reflected in the budget for 2001. The Council considers that Irish fiscal 

policy in 2001 is not consistent with the broad guidelines of the economic 

policies as regards budgetary policy. The Council has therefore decided, 

together with its Opinion, to make a recommendation under Article 99(4) of 

the Treaty establishing the European Community with a view to ending this 

inconsistency.  
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 Table 9.  The Irish Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 

Dec 1998 +1.7 

 

+1.4 +1.6   

Dec 1999 +3.2 

 

+3.3 +2.8 +2.9  

General government 

budget balance 

(% of GDP) 

Dec 2000 +3.9 

 

+4.7 +4.3 +3.8 +4.6 

Dec 1998 

 

52.0 47.0 43.0   

Dec 1999 

 

52.0 46.0 40.0 36.0  

Government debt 

(% of GDP) 

Dec 2000 

 

50.1 39.0 33.0 28.0 24.0 

Dec 1998 

 

6.7 6.4 5.8   

Dec 1999 

 

8.4 7.4 6.5 5.8  

Real GDP growth rate 

(annual % change) 

Dec 2000 

 

9.8 10.7 8.8 6.3 5.7 

Dec 1998 

 

2.0 2.0 2.0   

Dec 1999 

 

1.6 3.0 2.25 2.0  

Inflation 

(consumer price index, 

annual % change) 

Dec 2000 

 

1.6 5.5 4.5 3.5 2.5 

* year-end level 2005 
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                                             Italy 

Updated Stability 

Programme, 

2000-2004 

(December 2000) 

 

 

The new fiscal objectives are deficits of 1.3% of GDP in 2000 (down from 

the previous 1.5%), 0.8% of GDP in 2001 and 0.5% of GDP in 2002, a 

balance in 2003 and a surplus in 2004. Although the government debt ratio 

for 2000 was revised to 112.1% of GDP from 111.7% of GDP in the 

previous update, the reduction of the government debt ratio to below 100% 

of GDP in 2003 is confirmed. The macroeconomic projections assume a 

significant acceleration in GDP growth from an annual rate of 1.4% in 1999 

to over 3% in 2002-2004. 

European 

Commission's 

Assessment 

(24 January 

2001) 

 

 

 

 

 

 

 

The Commission notes that the updated stability programme sets new and 

slightly tighter targets for the general government budgetary balance in 

2000 and beyond. Italy continues to be in conformity with the Stability and 

Growth Pact and the new targets for 2001 and beyond comply with the 

Council opinion of 28 February 2000 on the previous updated programme 

and the Broad Economic Policy Guidelines of June 2000. However, because 

of the still high debt to GDP ratio and the future challenges to the long-term 

sustainability of public finances from ageing population, the Commission 

considers that Italy's revised fiscal targets could have been more ambitious. 

To secure a successful continuation of the fiscal adjustment process, Italy is 

urged to commit itself to respect the programme's objectives. Any deviation 

from the planned outcomes should be promptly addressed, in particular 

through a tighter control of current primary expenditure in order to ensure 

the high level of primary surpluses targeted. Moreover, Italy should take 

every opportunity to improve future budgetary targets and speed up the 

consolidation process, so as to accelerate the reduction of the high 

government debt ratio. 

Council Opinion 

(12 February 

2001) 

 

 

Italy continues to satisfy the requirements of the Stability and Growth Pact 

up to 2004, but the available data do not allow at present a conclusive 

appraisal of the implementation of the budget in 2000. However if the 

general government deficit were higher than the new objective of 1.3% of 

GDP, Italy would not comply with last year's Council opinion and with the 

recommendations of the June 2000 BEPG. The Council observes that there 

are risks that the budgetary framework outlined in the updated stability 

programme may not materialise as planned. The macro-economic scenario 

assumes an acceleration in GDP growth, which may be optimistic in the 

light of recent developments in the external environment. On the other 

hand, the assumptions on interest rates are rather conservative. As for 2001 

and beyond, there are concerns that the increase in planned revenues – 

which has provided backing for the tax and social security contribution cuts 

– may not turn out to be entirely structural and that the expenditure-

reducing measures introduced with the Financial Law for 2001 could not be 

fully effective. The Council urges Italy to reassess the pension system 

within the framework of a broader overhaul of the Italian welfare system. In 

any case, the review of the parameters of the pension system scheduled to 

take place later this year should not be postponed. 
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 Table 10.  The Italian Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 2004 

Dec 1998 -2.0 -1.5 -1.0    

Sep 1999 -2.0 -1.5 -1.0 -0.6 -0.1  

General government 

budget balance 

(% of GDP) 

Dec 2000 -1.9 -1.3 -0.8 -0.5 0.0 +0.3 

Dec 1998 

 

114.6 110.9 107.0    

Sep 1999 114.7 111.7 108.5 104.3 100.0  

Government debt 

(% of GDP) 

 

Dec 2000 115.1 112.1 106.6 103.5 99.6 94.9 

Dec 1998 

 

2.5 2.8 2.9    

Sep 1999 1.3 2.2 2.6 2.8 2.9  

Real GDP growth rate 

(annual % change) 

Dec 2000 1.4 2.8 2.9 3.1 3.1 3.1 

 Dec 1998 

 

1.5 1.5 1.5    

Sep 1999 1.9 1.7 1.6 1.5 1.5  

Inflation 

(private consumption 

deflator, annual % 

change) 

Dec 2000 2.2 2.8 2.3 1.5 1.5 1.5 
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                                 Luxembourg 

Updated Stability 

Programme, 1999-

2003 

(16 February 

2001) 

A remarkable growth performance in the last two years was reflected in 

stronger than expected general government net lending reaching 4.4% of 

GDP in 1999 and an estimated 3% of GDP in 2000. From 2001 to 2003, 

the general government surplus, still clearly positive, is expected to decline 

to around 2.5% of GDP per year, as a result of a broad tax reform to be 

implemented in 2001 and 2002. 

European 

Commission's 

Assessment 

(28 February 

2001) 

 

 

 

 

 

 

 

 

The conclusion of the Commission is that the updated programme is in line 

with the requirements of the Stability and Growth Pact and is consistent 

with the Broad Economic Policy Guidelines. The Commission questions 

the appropriateness of the fiscal impulse of tax cuts in a fast growing 

economy when wage increases are already accelerating, making allowance 

for the extreme openness of the economy and a large pool of available 

workers in the surrounding regions that mitigate potential overheating 

risks. The expected reduction in the expenditure/GDP ration by 2% over 

the period 2000-2003 will largely result from fast growing nominal GDP. 

In fact government expenditure is increasing throughout the period covered 

by the programme, but a large part of the projected expenditures will be 

devoted to public investment or will support policies aimed at improving 

the efficiency of the economy and social infrastructures. However, the 

Luxembourg government should monitor closely developments and be 

ready to limit expenditure increases, should economic growth falter under 

unforeseen circumstances. More information about debt development in 

the future is requested. 

Council Opinion 

(12 March 2001) 

 

 

The Council noted with approval that the budgetary targets set in the 1999 

update had been exceeded.  It nevertheless joined the Commission in 

warning that fiscal tightening might be necessary if economic growth 

began to falter; but also in commending the planned public investment 

programmes. More information on the implications of the cost of the 

ageing population should be provided in the next update. 
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 Table 11.  The Luxembourg Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 

Feb 1999 +1.1* 

 

+1.2* +1.3* +1.7*  

Feb 2000 +2.3 

 

+2.5 +2.6 +2.9 +3.1 

General government 

budget balance 

(% of GDP) 

Feb 2001 +4.4 

 

+3.0 +2.6 +2.5 +2.5 

Feb 1999 

 

     

Feb 2000 

 

4.3     

Government debt 

(% of GDP) 

Feb 2001 

 

     

Feb 1999 

 

3.4* 3.7* 3.7* 3.7*  

Feb 2000 

 

4.9 4.9 5.1 5.2 5.4 

Real GDP growth rate 

(annual % change) 

Feb 2001 

 

7.5 8.3 5.2 5.3 5.8 

Feb 1999 

 

1.2* 1.7* 1.7* 1.7*  

Feb 2000 

 

1.0 1.6 1.5 1.6 1.8 

Inflation 

(consumer price index, 

annual % change) 

Feb 2001 

 

1.0 3.1 2.2 1.7 2.0 

* median scenario 
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                           The Netherlands 

Updated Stability 

Programme, 2000-

2004 

(19 September 

2000) 

 

 

 

The updated programme presents, for the period 2002 to 2004, two 

macroeconomic scenarios. Due to the strong economic performance the 

government balance, both in 1999 and 2000, turned into a surplus of 1% 

of GDP (excluding the UMTS proceeds in 2000) against a deficit of 0.6% 

projected in the 1999 update. Real GDP growth will continue to be 

dynamic in 2001, a year that will be marked by the implementation of a 

fiscal reform which includes a significant reduction in taxes. Therefore, 

the general government surplus will decrease to 0.7% of GDP in that year. 

However, the government debt ratio is expected to be reduced from 56.6% 

in 2000 to 52.3% in 2001 and well below 50% by 2004.  

European 

Commission's 

Assessment 

(15 November 

2000) 

 

 

 

 

 

 

The Commission concludes that the updated programme is in line with the 

requirements of the Stability and Growth Pact and the Broad Economic 

Policy Guidelines. Taking into account the strong economic prospects for 

the Dutch economy in the next two years, the Commission considers the 

favourable scenario as more plausible. Inflationary pressures, which are 

already emerging in the economy and which may strengthen in the future, 

must be contained, notably through a more stability-oriented fiscal policy. 

While still respecting the imposed expenditure ceilings in real terms, 

significant additional spending on education, healthcare and investment in 

infrastructure is planned. This represents an important improvement in the 

quality of public expenditure. To secure the sustainability of public 

finances in the long term it would be appropriate to allocate a larger share 

of the budgetary margins, likely to become available from 2002 onwards, 

to an acceleration of debt reduction. 

Council Opinion 

(27 November 

2000) 

 

 

The Council considers that the programme fulfils the requirements of the 

Stability and Growth Pact and is consistent with the Broad Economic 

Policy Guidelines. It welcomes the presentation of the update of the 

stability programme shortly after the presentation of the budget, as was 

recommended in the Council opinion on the 1999 update, so that it reflects 

the most recent economic data and forecasts. The favourable scenario 

provides an appropriate basis for the assessment of the budgetary position 

in the medium term. The Council encourages the Dutch government to 

ensure that the stance of fiscal policy will be firmly oriented to limiting 

inflationary pressures, and notes with satisfaction that the shift in spending 

towards longer-term objectives in priority areas is envisaged, without 

prejudice to the respect of the ceilings in real terms imposed on 

expenditure. Given the buoyant increase in disposable income in 2001, the 

Council considers that a moderate outcome of the current wage 

negotiations will be crucial in this respect.  
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 Table 12.  The Stability Programme of the Netherlands 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 2004 

 Oct 1998 

*** 

-1.3   -1.0   

Nov 1999 -0.6 -0.6 -0.5 

** 

0.0 

** 

  

General government 

budget balance 

(% of GDP) 

 

Sep 2000 

 

 

+1.0 +1.0* +0.7 +0.25 

*** 

+0.5 

** 

+0.25 

*** 

+0.5 

** 

+0.25 

*** 

+0.5 

** 

 Oct 1998 

*** 

66.4   64.5   

Nov 1999 64.3 62.3 60.75 

** 

59.0 

** 

  

Government debt 

(% of GDP) 

 

Sep 2000 

 

 

62.9 56.6 52.3 50.25 

*** 

49.5 

** 

48.75 

*** 

47.25 

** 

46.75 

*** 

44.75 

** 

Oct 1998 

*** 

2.25 2.25 2.25 2.25   

Nov 1999 

 

2.75 2.5 3.25 

** 

3.25 

** 

  

Real GDP growth rate 

(annual % change) 

 

Sep 2000 

 

 

3.9 4.5 4.0 2.0 

*** 

3.25 

** 

2.0 

*** 

3.25 

** 

2.0 

*** 

3.25 

** 

Oct 1998 

*** 

2.0 2.0 2.0 2.0   

Nov 1999 2.0 1.75 2.75 

*** 

2.75 

*** 

  

Inflation 

(Consumer price index, 

annual % change) 

Sep 2000 2.2 2.5 3.5 2.5 

*** 

1.75 

*** 

1.75 

*** 
* +1.7 including UMTS-proceeds 

**  favourable scenario 

*** cautious scenario 
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                                      Portugal 

Updated Stability 

Programme, 2001-

2004 

(January 2001) 

The updated programme assumes average annual output growth of 3.25% 

of GDP over the period 2001-2004. The programme projects an 

improvement in the general government balance from a deficit of 1.5% of 

GDP in 2000 to a balanced position in 2004. Over the same period, the 

debt ratio is expected to fall to 48.1% of GDP.  

European 

Commission's 

Assessment 

(28 February 

2001) 

 

 

 

 

 

 

 

 

 

The Commission concludes that the medium-term budgetary targets in the 

updated programme are broadly in line with the Stability and Growth Pact. 

The projected economic growth appears feasible. However, as the 

government balance is projected to reach the required minimum position 

only from 2002, a faster decline in the deficit ratio would be advisable with 

a view to increasing the necessary safety margin. More ambitious deficit 

targets would also be desirable for stabilisation purposes and in order to 

accelerate the reduction in the debt ratio to accommodate the expected 

budgetary impact of population ageing. The budgetary consolidation over 

the programme period is based on roughly equal contributions from both 

the revenue and the expenditure side. Although revenue increases are 

expected to stem from a broadening of the tax base and higher efficiency in 

tax collection, with tax rates being cut, the continued reliance on revenue 

increases is not fully in keeping with the recommendations of the 2000 

Broad Economic Policy Guidelines. An expeditious and determined 

implementation of the planned budgetary and structural reforms would be 

necessary to strengthen the overall credibility of the economic and 

budgetary policy strategy. 

Council Opinion 

(12 March 2001) 

 

 

The Council noted that the deficit target of 1.5% of GDP in 2000 had only 

been achieved taking into account the proceeds from UMTS licence sales, 

and that the overruns in primary expenditure were not in line with the 2000 

BEPG. Apart from UMTS sales "the underlying budgetary position...has 

hardly changed from 1999 to 2000," which was "inappropriate" in 

conditions of excess demand. It was essential that the proposed re-

composition of growth away from domestic demand toward exports should 

actually materialise. The authorities should be ready to tighten the fiscal 

stance should inflationary pressures persist. Cuts in public expenditure 

were necessary; but not in public investment, given the catching up needs 

of Portugal. The Council also observed that the tax burden had risen 

rapidly, and could impede more dynamic growth. The authorities should do 

their best to achieve better budgetary results than planned in the current 

update, and should introduce measures in the next updated programme to 

attain a more ambitious pace of consolidation. There should be a "a rapid 

and determined implementation" of reforms to the budgetary law, and in 

the areas of health care and social security. The next update of the 

programme should outline a strategy "to address the budgetary challenges 

of ageing population". 

 



PE 302.526 35 

 

 Table 13.  The Portuguese Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 2004 

 Dec 1998 -2.0 -1.5 -1.2 -0.8   

Feb 2000 -2.0 -1.5 -1.1 -0.7 -0.3 0.0 

General government 

budget balance 

(% of GDP) 

Jan 2001 -2.0 -1.5 -1.1 -0.7 -0.3 0.0 

Dec 1998 

 

56.8 55.8 54.7 53.2   

Feb 2000  57.1 55.2 53.3 51.0 48.4 

Government debt 

(% of GDP) 

 

Jan 2001  55.6 53.4 51.5 49.8 48.1 

 Dec 1998 

 

3.5 3.2 3.2 3.3   

Feb 2000 3.1 3.3 3.6 3.6 3.5 3.5 

Real GDP growth rate 

(annual % change) 

Jan 2001 3.1 3.3 3.3 3.2 3.2 3.2 

Dec 1998 

 

2.0 2.0 2.0 2.0   

Feb 2000 2.3 2.0 1.9 1.8 1.9 1.9 

Inflation 

(private consumption 

deflator, annual % 

change) 

Jan 2001  2.7 2.8 2.5 2.2 2.0 
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                                            Spain 

Updated Stability 

Programme, 

2000-2004 

(January 2001) 

 

The update of the Spanish stability programme is based on a macro-

economic scenario which forecasts GDP growth of 3.6% for 2001, and 

3.2% on average during the period 2002-2004. Fiscal objectives are to turn 

the expected general government deficit of 0.3% of GDP in 2000 into a 

balance in 2001 and to reach a surplus of 0.3% in 2004, while the debt-to-

GDP ratio would be reduced to just under 50% by the end of the programme 

period.  

European 

Commission's 

Assessment 

(28 February 

2001) 

 

 

 

 

 

 

 

The Commission concludes that the updated stability programme of Spain 

is in line with requirements of the Stability and Growth Pact and the Broad 

Economic Policy Guidelines. Although for 2001 recent developments may 

point to a weaker out-turn and higher inflation, the medium-term macro-

economic scenario appears "broadly realistic" according to past experience 

and the catching-up process in which Spain is involved. The Commission 

notes that surpluses targeted are higher compared with the previous update. 

This improvement accords with the 2000 BEPG. Nevertheless, rising core 

inflation in Spain is of concern, and fiscal policy should be ready to tighten 

further to counteract any additional overheating pressures. The Commission 

considers that continued fiscal consolidation embodied in the updated 

programme is also justified in view of future effects of population ageing, to 

which Spain is particularly exposed. In the light of this, the Commission 

recommends that in future updates Spain give greater attention to the long-

term sustainability of its public finances. 

Council Opinion 

(12 March 2001) 

 

 

While welcoming the overall record of implementation of the previous 

update, the Council observed that the programme "has the same lack of 

information found in the two previous programmes". While economic 

growth had been better than planned, inflation had been worse. Wage 

indexation should be phased out. The Council followed the Commission in 

commending the "successful budgetary strategy based on the restraint of 

primary current expenditure". The underlying position should provide 

sufficient safety margin to prevent a breach of the 3% of GDP deficit limit 

and meet the challenge of ageing. Council noted "with particular 

satisfaction that the territorial governments are targeted to be in balance 

from 2001". It also welcomed "the commitment to apply any better-than-

expected budgetary results of central government to public debt 

redemption". 
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 Table 14.  The Spanish Stability Programme 

The table contains the projections of each of the stability programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 SP 1999 2000 2001 2002 2003 2004 

1998 -1.6 -1.0 -0.4 +0.1   

 1999 -1.3 -0.8 -0.4 +0.1 +0.2  

General government 

budget balance 

(% of GDP) 

Jan 2001 -1.1 -0.3 0.0 

0.0* 

+0.2 

0.0* 

+0.3 

0.0* 

+0.3 

0.0* 

1998 

 

66.4 64.3 61.9 59.3   

 1999 63.5 62.8 60.6 58.1 55.8  

Government debt 

(% of GDP) 

 

Jan 2001 63.3 61.1 58.9 

59.2* 

56.6 

57.4* 

52.8 

54.3* 

49.6 

51.8* 

 1998 

 

3.8 3.3 3.3 3.3   

 1999 3.7 3.7 3.3 3.3 3.3  

Real GDP growth rate 

(annual % change) 

Jan 2001 4.0 4.0 3.6 

3.1* 

3.2 

2.7* 

3.2 

2.7* 

3.2 

2.7* 

  1998 

 

1.9 1.7 1.7 1.7   

 1999       

Inflation 

(private consumption 

deflator, annual % 

change) 

Jan 2001 2.5 3.2 2.7 2.0 2.0 2.0 

* lower growth scenario 
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                                       Sweden 

Updated 

Convergence 

Programme, 

2000-2003 

(November 2000) 

 

GDP growth is forecast to be 3.9% in 2000 and 3.5% in 2001. The general 

government budget balance is expected to show strong surpluses of about 

3.5% of GDP in 2000 and 2001. In 2002 and 2003, a technical assumption 

of a cautious 2.1% of GDP growth is made. On this basis, budget surpluses 

of at least 2% of GDP are expected. The debt to GDP ratio is expected to 

fall to below 60% in 2000 and to continue to fall substantially over the 

programme period. 

European 

Commission's 

Assessment 

(10 January 

2001) 

 

 

 

 

 

 

 

 

The Commission concludes that the updated programme is in line with the 

requirements of the Stability and Growth Pact and the Broad Economic 

Policy Guidelines. The Swedish economy has developed favourably in the 

period since the presentation of the 1999 programme. Output growth has 

been strong, inflation has remained low and unemployment has fallen 

substantially. The surplus target of 2% on average over the cycle until 2015 

is welcome, in order to achieve long-term sustainability of public finances. 

To this end, further efforts to restrict expenditure should also be pursued. 

Although surpluses higher than 2% of GDP are forecast for 2002 and 2003 

on current policy, the programme does not state whether Sweden will aim to 

achieve these estimated surpluses or if the "excess" surplus above 2% of 

GDP will be transferred to the household sector. Sweden comfortably meets 

the convergence criteria on the government budgetary position, inflation 

and interest rate. However, Sweden does not fulfil the exchange rate 

criterion. To this end, Sweden is expected to join the ERM2 in due course. 

Furthermore, current legislation is not in compliance with the statute of the 

ESCB, as concluded in the Commission's Convergence Report 2000. 

Council Opinion 

(19 January 

2001) 

 

 

The Council considers that Sweden continues to comply with the 

requirements of the Stability and Growth Pact. The Council considers 

appropriate the budgetary strategy of lowering the expenditure ratio, aided 

by tight expenditure ceilings and a balanced budget requirement for local 

government, accompanied by a lowering of the tax ratio. Furthermore, the 

Council welcomes the attention given to the long-term sustainability of 

public finances. The Council notes that Sweden's strategy hinges on 

maintaining a surplus of 2% of GDP over a period of 15 years. It 

encourages Sweden to pursue other routes to restrict expenditure, since the 

programme recognises that Sweden may have difficulties in maintaining a 

tax burden that is markedly higher than in most other countries. The 

Council encourages Sweden to direct fiscal policy so that it supports 

monetary policy in the achievement of the inflation target, in line with the 

Broad Economic Policy Guidelines. While inflationary pressures have 

remained low in 2000 and are expected to be contained during 2001, there is 

a risk that the economy might overheat and threaten price stability if wage 

moderation were to weaken. In such a case, an expansionary stance in 2001 

and 2002 would be inappropriate in the face of an economy where output is 

above or close to potential. 
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 Table 15.  The Swedish Convergence Programme 

The table contains the projections of each of the convergence programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 CP 1999 2000 2001 2002 2003 

Dec 1998 +1.1 

 

+2.2 +3.0   

Nov 1999 +1.7 

 

+2.1 +2.0 +2.0  

General government 

budget balance 

(% of GDP) 

Nov 2000 +1.9 

 

+3.4 +3.5 +2.0 +2.0 

Dec 1998 

 

71.4 66.7 58.0   

Nov 1999 

 

66.1 58.8 54.1 52.0  

Government debt 

(% of GDP) 

Nov 2000 

 

65.6 58.9 53.2 50.2 48.2 

Dec 1998 

 

2.2 2.6 2.5   

Nov 1999 

 

3.6 3.0 2.2 2.0  

Real GDP growth rate 

(annual % change) 

Nov 2000 

 

3.8 3.9 3.5 2.1 2.1 

Dec 1998 

 

0.5 1.3 2.0   

Nov 1999 

 

0.9 1.3 2.0 2.0  

Inflation 

(consumer price index, 

annual % change) 

Nov 2000 

 

1.2 1.1 1.7 2.0 2.0 
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                                  The United Kingdom 

Updated 

Convergence 

Programme, 

2000-2005 

(December 

2000) 

The updated United Kingdom convergence programme presents the 

macroeconomic and budgetary perspectives for the period 1999/2000 to 

2005/2006. Economic growth is expected to be around its trend rate, 

estimated to be around 2.25% a year over the years 2001/2002 to 2005/2006. 

The budget is expected to show surpluses to 2001/2002 and deficits thereafter 

rising to around 1 % of GDP in the three final years. The debt to GDP ratio is 

expected to fall to 35% in 2005-2006.  

European 

Commission's 

Assessment 

(24 January 

2001) 

 

 

 

 

 

 

 

The Commission's conclusion is that the budgetary projections of the updated 

programme are in line with the requirements of the Stability and Growth Pact 

and the Broad Economic Policy Guidelines. The economy has developed 

favourably and budget goals have been achieved since the presentation of the 

1999 update. The convergence criteria on inflation and long-term interest 

rates are comfortably met. The average of the cyclically adjusted finances 

over the period of the programme is very "close to balance". Nevertheless a 

structural deficit will emerge for three years. “The authorities should be alive 

to any structural reduction in the government finances that threaten to take 

the balance away from the objectives of the Stability and Growth Pact and 

take remedial action if necessary.” Although there is some evidence to 

suggest that exchange rate volatility has declined in recent years it cannot be 

concluded that the policy framework has delivered a stable exchange rate. 

Therefore it is appropriate that the UK continue with stability-orientated 

policies with a view to securing exchange rate stability which, in turn, should 

help re-enforce a stable economic environment. 

Council 

Opinion 

(12 February 

2001) 

 

 

The general government finances are in 2000/01, 2001/02 and 2002/03 close 

to balance thus fulfilling the requirements of the Stability and Growth Pact. 

However, a persistent deficit of 1% of GDP emerges in the latter years of the 

plan, larger than the deficits of around 0.5% of GDP in the two final years of 

the previous update. This would not be in line with the prescription of "close 

to balance or surplus" contained in the Stability and Growth Pact. The 

Council acknowledges that this emerges in the projections as a result of the 

use of a very cautious trend growth assumption of 2.25% per annum and as a 

consequence of increased government investment as a share of GDP within 

the expenditure totals. Should trend growth be higher, as expected, 

compliance with the BEPG will require more ambitious budgetary outcomes. 

The specific recommendations to the UK in the BEPG advised the UK to 

pursue a policy of substantially increasing the ratio of government fixed 

investment to GDP. But the BEPG also recommended that this should be 

done within the context of firm control of government expenditure, thereby 

keeping the underlying position of government finances broadly unchanged. 

Therefore, the Council encourages the government to be alive to any 

deterioration in the public finances that would take them away from the terms 

of the Stability and Growth Pact and, if necessary, to take remedial action. 
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 Table 16.  The Convergence Programme of the United Kingdom 

The table contains the projections of each of the convergence programmes - original programme and 

subsequent updates - for the main economic indicators (deficit, debt, growth and inflation). 

 

 CP 1999 2000 2001 2002 2003 2004 2005 

Dec 1998 

 

+0.3 +0.3 +0.1 +0.2 +0.1   

Dec 1999 

 

+0.3 +0.2 +0.2 -0.1 -0.4 -0.5  

General government 

budget balance 

(% of GDP) 

Dec 2000 

 

+1.8 +1.1 +0.6 -0.1 -0.9 -1.0 -1.1 

Dec 1998 

 

46.7 45.4 43.7 42.0 40.4   

Dec 1999 

 

44.9 43.1 41.3 39.9 38.8 38.0  

Government debt 

(% of GDP) 

Dec 2000 

 

43.6 40.1 37.7 36.1 35.6 35.5 35.4 

Dec 1998 

 

1.0 2.25 2.75     

Dec 1999 

 

1.75 2.5 2.25 2.25    

Real GDP growth rate 

(annual % change) 

Dec 2000 

 

2.25 3.0 2.25- 

2.75 

2.25- 

2.75 

2.25- 

2.75 

  

Dec 1998 

 

2.5 2.5 2.5     

Dec 1999 

 

2.0 2.5 2.5 2.5    

Inflation 

RPIX = Retail Price 

Index excluding 

mortgage 

interest payments, 

annual % change) 
Dec 2000 

 

2,25 2,25 2.5 2.5 2.5   
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