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Disclaimer

Conformément au réglement (CEE, Euratom) n°® 354/83 du Conseil du 1er février 1983
concernant I'ouverture au public des archives historiques de la Communauté économique
européenne et de la Communauté européenne de I'énergie atomique (JO L 43 du 15.2.1983,
p. 1), tel que modifié par le réglement (CE, Euratom) n° 1700/2003 du 22 septembre 2003
(JO L 243 du 27.9.2003, p. 1), ce dossier est ouvert au public. Le cas échéant, les documents
classifies présents dans ce dossier ont été déclassifies conformément a I'article 5 dudit
reglement.

In accordance with Council Regulation (EEC, Euratom) No 354/83 of 1 February 1983
concerning the opening to the public of the historical archives of the European Economic
Community and the European Atomic Energy Community (OJ L 43, 15.2.1983, p. 1), as
amended by Regulation (EC, Euratom) No 1700/2003 of 22 September 2003 (OJ L 243,
27.9.2003, p. 1), this file is open to the public. Where necessary, classified documents in this
file have been declassified in conformity with Article 5 of the aforementioned regulation.

In Ubereinstimmung mit der Verordnung (EWG, Euratom) Nr. 354/83 des Rates vom 1.
Februar 1983 uber die Freigabe der historischen Archive der Europdaischen
Wirtschaftsgemeinschaft und der Europaischen Atomgemeinschaft (ABI. L 43 vom 15.2.1983,
S. 1), geandert durch die Verordnung (EG, Euratom) Nr. 1700/2003 vom 22. September 2003
(ABI. L 243 vom 27.9.2003, S. 1), ist diese Datei der Offentlichkeit zugénglich. Soweit
erforderlich, wurden die Verschlusssachen in dieser Datei in Ubereinstimmung mit Artikel 5
der genannten Verordnung freigegeben.
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COMMISSION PROPOSAL TO THE COUNCIL ON_THE METHOD
OF ADJUSTING COMMUNITY STAFF REMUNERATIONS

1. BLCKGROULD

On 21 March 1972 the Council laid down the method by which
it proposed to carry out the periodic reviews of the
renuneragtions paid to officials and other staff of the
Furopean Communities (copy at annex I a)e o

The method consists of using two indicators to measure changes
in the purcha51ng power of officials and refers to movements

of the joint index used for offsettlng cost of 11v1ng 1ncreasese
Tt thus accords perfectly with irticle 65 of the Staff
Regulatlons and 1n the medlum term should enable salarles

" paid to European o¢f101als to nove 1n parallel w1th the

average trend in purcha51ng power for national 01v1l servantse
The Council Decision of 19 December 1972 (Annex 1 b) makes this

.explicite.

. Durlng 1ts trlal perlod the prov151onal method has given
satlsfactory results. It has been poss1ble to av01d the

usual confllcts w1th the staff for the last two yearse

The Decision'hasibeeﬁ referred fo the Court of Justice on
two occasions and the Court's decisions have established
principles which are often lacking in ‘such matters (Cases

81/72 and 70/74).



~2= }X/u37/75fE

i

iI. REPORT TO THE COUNCIL

For the end of the trlal period, the Council has requested'
a detailed review of total emoluments in national and
Community civil services;

a comprehensive study on the imputation of cost~of-living
increases against gross salaries and on the tax aspects
of thise. :

l. Total emoluments

Point I ¢ of the system for adjusting remunerations reads as

follows:

"innual declslon by the Council on the basis of these two
indlcators. In the third year, thenmﬂhod of calculation will
be checked by means of a detalled review of total emoluments
in national =and Communlty civil services so as to see whether

the system is worklng properly and whether any structural

'alteratlons are necessary“

Figures for total emoluments per head (in real terms), as

available when decisions were taken (see Annex 11), durlng the

relevant perlod (reference year 1971) rose by 11.6%, giv;ng

an annual rate of 3.7%. Statistical verification of these

estimates® gives a total increase of 1l.4%. The average annual

rate for the Community is thus also 3+7%. S
| A

lNow possible forl}972 anqil973,‘but not yet for 1974. - -

: 1
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Total emoluments per head (in real terms) of Comnmunity staff

in all institutions over the same period have risen in all

by 9+6%, giving an average annual rate of 3.1% (see table in
annex III). However, this overall figure overlooks the quite
considerable structural effects of staff movements which vary
from institution to ihstitution, which are partly due also to
enlargement. 'Theée sfructural effects are_particularly
pronounced in the smaller institutions with relatively light

" payrolls;’ inffhe~Gémmission‘éﬁa“£hé'Cdunéilkfhé'sfructgfal‘-
effects Seemutq be less §ignificant and the increase in salaries

is much the same (11.1% for the Commission, 12.8% for the Council).

! Total emoluments per ; Total emoluments ber

i ;
i ‘ - |head: national civil ! head: Community officials
1N )

services

i { | : Al - .| Commission

! ; : : institutions

| 1971 (1964 = 100) 1.2 . | 130.6 . 132.5
1974 (1971 = 106) 111 7 T T109.6 17 1111

- The comparison of national and Community total emoluments }
requested by/thevCouncil confirms the value of the existing method.
Subject to. a slight time lag for the Community figure, changes

~in‘the two figures can be regarded. as parallel over the three-
year trial period for which the method adopted by the Council
on 21 March 1972 was to be applied.

. B
“ . E : : . .
./.



R )

" ol ?/437/7573,

. 1
P i

This is clearly a point in favour of the method. However, the aggregate
figure for the three-year period: - whether in respect of Council decisions
(11046) or the emoluments per head of Community staff (109.6) — is outside
the range for the same period specified in the method (either 114.6 or
1172 for the specific indicator and 111.4 for total emoluments per head
revised)e This is because the lower figure in the range has becn

either the specific indicator or total emoluments,and the Council has

consistently opted for the bottom of the range in taking its decisions.

National civil services Community institutions
Specific Total emolu~: . Council Total emolu-
indicator ments per head, {| decisions |ments per head
.. - . re-v-ised . .. . 3 . . ..
S . . :
4 1972/1971 3.6 3.7 H 3465
S1973/1972 4 0 T3} 3.2 33
1974/1973 1 3.7 5.42 4.1 it 33
1974/1971 {114.6" 117.2° 11144 11046 10946
* Conclision )

Although the'disﬁarities noted in this table put Commuﬁify’officials at a
disadvantage,’ the Commission does not feel that they w,rrmnt any partlculer
structural clterations in the cclculatlon method used hithertos However,

~the changes suggested at III A,1 below would belp to reduce these-

disparities in the medium~term.

o /

1Figure used in 1974 subject to review of the data supplied by the United
Kingdom Delegation.

21974 figure reflecting the correction in the Netherlands and incorporating
the Inner London Weighting end Threshold Poyments for the United Kingdom.
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2. Incorporction of cost-of—livingjincreases'

Under the method and under Articles 64 ond 65 of the Staff chulatlons,
weightings are to be aﬁpll°d to offset the rlse in the cost of livinge

This rule certainly does not mean that the weighting component of an
officiall's reﬁuneration is tax frees Each time the weighting is

altered to take account of cost—of-living increases, the staff face a
proportionate increase in their income taxs Since under Artlcle 5 of
.the Regulation on Commmity tax the weightings apply aloo to the various
tax brackets, these adjustments do not in practice render.the tax any more

progressive. -

If they did, the tax burden would vary with the rate of infiation, and
this would not be compatible with a sound tax system. This p01nt is

all the more important at the curreni time when certain of the

cowttries where Community s»aff are employed are experlenclng partlcularly
hlgh rctes of inflations

It is true that in certain Member States salary ris eu, whether granted

fo offset cost~of-living increases or as a booster to purchasing power,
do suffer from the effects of the progressive tax systemes At the same

time the relevant governments find that they have to make more and more
frequent changes in tax scales. Some of them even gobas far as to

recast their entire tax systems, as Germany did recently.

ofs
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In.any case it would be a hazardous—umdertaking to.attempt to follow all
these measures taken by the governments of nine lMember States on grounds
of & chiéfiy political or socio-demographic ordere It would be even

more hazardous to take a Community aversge of these measurese

At a time when inflation is rumming at quite inconsistemt wrates. (6% in . .
Germany, 25% in Italy), it would be quite inconceivsble to penalize European
officials who are suffering most from inflation by progressively raising
their tax burden. The only possible system, then, would seem to be to
keép the cost—of-living aspect separste from the rest and unaffected by
progressive taxation so as to preserve the principle that staff in the /
various places of employment should have equivalent purchasing power;
Article 64 of the Staff Regulations explicitly refers to this principles

. @6nclusion

Itvistherefﬁre proposed.that the existing rules be maintained, so thét
weightings would be applied to offset cost—-of-living increases in the
various places of employment while increases given to augment purchasing

¢

power would be incorporated direct in the salery scalese
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IITe COIMMISSION PROPOS.LL

Lo ANALYSIS AND IMPROVEIENT OF THT FXISTING MNETHOD

Experience over the last three years and the studies reported above
indicate that the current method should be kept one A number of -

problems which have been found can be solved by appropriate improvementse

The problems are the following:

1o Mediun-term parallcelism

A systematic insistence on teking the figures at the lower end of the
range means, when the indicators are reversed, that in the medium~term

increases are not kept parallele ‘ T

This. could be solved.if, each time the ennual decicion wes token, the
aggregate medium-term range(covering, say, Pive years)was compared with
the aggregate of the decisions taken during the same period. '

2+ Changes in total emoluments per head (in real terms) of netional

civil secrvants

The fact that when the annual decisions are taken onl& estimates of
total emp;uments per head are available has not given rise to any major
difficultiess During the trial period of the method; the differences
between estimates and 6u£fdrﬁsvhaVe not been significant. Comparison
of the figures for the last five years shows thot the estimates tended

to be on the conservative side (see Ammex IV).

ofs
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To ensure that undercestimates or overestimates do not have exoessivg
effects when aggregated over a lengthy perlod a self-correctlng '
mechanism is proposeds The.statistical. method .is.-set out.in Anhex Ve

If this method were applled, 1t should no longer be dlfflcult to estimate

total emoluments per head.

When deciding whaf to include in total emoluments, our aim is still to
establish trends in central government bodies in each Member State
(see point I b of the Decision of 21 March 1972), Until statistics
for all the lember States make this possible, we should continue using

those covering all administrative authorities.

3. Specific indicator

Despite the efforts both of the natlonal delegations and of the
Commissionts own staff, the 1ndlcator for the trend of purchasing power
of national civil sewvants contlnues t0 raise serious methodological o
difficultiess :

The improvements &et out at point I {a) of the Decision of 21 March 1972
have not yet been fully carried throughe Of the remaihiné problémé,
the following are worth mentionings

(i) how to determine the incone components to be taken into account
in order to give a correct measure of the purchasing’ power of

c1v11 serv1ce salar1e5°
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(i1) how to decide what departments are to be represented (ministries,
central authorities, etc.) with a view to achieving country-to—
country harmonization and a suitable degree of correspondence with

the Comrmnity departments;

(i1i) what relative weight. in the indicator to give po each grade, step,-
category, and family situation, so as to break down the indicator
by category and measure the degree of non-linearity in increases and

the difference between gross and net increases;

(iv) how to calculate the net movement of the indicator so as to take
account of all taxes and social security contributions and of any
deductions mde, and allowances givén in calculating the taxable

amount o -

Expérieﬁée has shown that considerable effort will be required to overcome
these problems. '

With this in view it is proposed that the Statistical Office of the European
Communities chair anladviséry working party of experts from national
statistical offices and frcm the Commission, The new working perty which
will be given the job of solving the above problems, will inevitably be of

a permenent nature. It is .very rare for Member States to use a uniform
method for adjusting public-sector salaries, On the contrary, there are
year-to=-year and state-to-state variations in method. It would therefore l

seem necessary for tlie working party to meet each year in spring, before

/.
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the actual annual review, so aﬁntp csnsider any particular methodological
problems arising in the Member“Stateé Ke.g; Inner' London Weighting).

This will be the only means of enéuriﬁé that the specifiq indicator remins
valid over time, o ‘

-

T ' v

B, ALIQIMENT OF ADJUSTMENTS ON REFERFICE PERIODS

Y

For the foregoing reasons, and having carried out the checks requested by
the Council, the Commission has concluded that the existing method of

adjﬁsting remmeration could well be continued,

However, probiems:constantly’arise from the time lag between national
decisions on civil service salaries and the Councilts decisions on Community
salaries,

\
The'Commission would accofdingly propose that the Council deal with this -
problem by a system of prospective or advance Increases. This would also
be ‘more. in -line. with trends now seen increasingly in a number of civil

services in the Member States,
A prospective system for the Commuﬂify‘might take the foiiowing”férm:

1, <Compensation for cost—off;iﬁing incrques

In theory there are two pqssibilitieéél . R
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\ '(i) . either salaries would,Be increased as soon as the cost of living has

risen by a predetermined‘amount;

(ii) or adaptations would be made at fixed intervals at each place where
Community staff are employed, in line with the rate of increase in

private consumer prices forecast for the reference period.

In view of the differences in the rates of inflation at the various places
where the Commmities employ staff and of the need for programmed increases,
the Commission would propose, without prejudice to Article 65(2), that the
second formula be taken, The Council would take its annual decision on the
basis of consumer price forecasts for“sach,sountry. - The rates would be
split into equal psrtsfwhose number wsuld be determined by reference to the
ratio between the forecast rate and a threshold of 2,5%. There would be

at least two and at most six adaustments per year, eaoh 1nvolv1ng adgustment
of the weightingse. The effective dates would be the end of the period in
which the increase in prices was established. _ |

Thus the first adjustment would be made on l September (two—monthly increases)

or 1 January (six—monthly increases)

2. Increase in pﬁrchasingApower

The COﬂmlss1on proposes that the purchasing power of Community staff salaries

be incréased on 1 January each year. The figure would be based on the
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Community average of forecasts of total emoluments per head (in real terms)

of civil servants for the following year, establisned fronm the MEmber

States? economic budgets

3. Corrections

Since these increases are to be based on forecasfs, they will have to be

corrected subsequently, The corrections will be made by the existlng

'method, allowing for the improvements set out at A above, as follows°

(1) compensation for the cost of living would be given with effect,frbm
-1 July each year by reference to the joint index provided for in '

Article 65 of the Staff Regulations; .

(i1) purchasing power would be increased in line with the two indicators

used in the current method, i.e.:
the specific indicator;
total emoluments per head (in real terms) of civil servants, :

The corrections will be made with effect from 1 January, at the same time

Wor e e b

as the 1ncrease for the following year is given.

4, EBaquivalence of purchasing power as between the ﬁarious‘places bfﬁ

eﬁglozgent

The equivalence of the purchasing power of Community staff in the various

I
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places of employment will normally be ensured by the current method and by
reference to the same principles as have applied hitherto,

Nevertheless, appropriate inquiries should be made at regular intervals to
check whether the ratios between weightings properly reflect purchasing

power equivalences as between places of employment,.

5« = Transitional arrangements for the changeover to the new systen

The Commission believes that the system outlined above should take effect

on 1 July 1975, '

If it is implemented, exceptional measures will have to be taken to preserve
staff salaries at a suitable level for the period from 1 July 1974 to

1 July 1975+ The following plan is proposed:

(i) As‘regards compensation for the rise in the cost of living, a first
adaptation will be made to the weightings with effect from 1 July 1975
by reference to the first half of 1975, A second decision will be
taken on the basis of price forecasts for 1976, the first adjustment
being incorporated with effect from 1 September 1975 in the weighting
of the country or countries in which an increase of at least 15% in

consumer prices is forecast for 1976.
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- (i1) As regards increases in purchasing power, a first amount will be .
incorporated in the salary scales on the ‘basis of the two indicators .
used under the existing method, allowing for the improvements set out
at III, A, above, This will take effect on 1 July 1975 and will
relate to purchasing power trends in civil serx}ice salaries from
1 July 1974 to 1 July 1975. 1

A second adjustment would be made on 1 January 1976 by reference to

forecasts for total emoluments per head of civil servants in 1976,
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Anmnex 1;a
COPY
EUROPEAN COMMUNITIES o " Brussels,23 March 1972
The Council : o R/987/72

Summary of decisions taken by the Courcil at its

192nd meeting, held on 20 and 21 March 1972

Calculation method for the periodic review of the remunerations

of officials and other servants of the European Communities

The Council approved the following text:

SYSTEM FOR ADJUSTING RE!UNERATIONS

INTRODUCTION

The system described below will be applied for a threenyeaf trial period.
It accords with Article 65 of the Staff Regulations as it now stands,

I - PURCHASING POVER

This is an index of.éhanges iﬁ civil éervice salaries in the Member States
compiled éaéh yeér for the preéeding year by the Statisfical Office of the
European Comrunities according to the method applied hitherto, improved as
follows: ‘ »

-~ Greater degree of harmonization of the methods of calculation used by

the various national administrations,.

-~ The various statistical componenis will be broken‘down for Categories
A, B, C and D,

~ Each delegation will inform the Commission of the components which
make up the remunerations in its civil service and of any change ‘< ':':

thereine

Ry

—A'The Comm1831on w1ll be 1nformed in detall of how the annual indices of

civil service salaries are calculated.

~ Thenever the Commission has doubts as to any component .used in preparing
the index of civil gervice salaries, the relevant delegations will be

contacféd and will supbly the neceséary explanations.

It is understood that the Commission will keep the staff representatives

fully informed as regards the statistical components of the indicator.
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This is an indicator of total emoluments per head of civil servants as

published in the national accounts

It is understood that the final objective will be for each Member State to
supply the figures provided for in line R 10 S/G1 of the European System of

Integrated National Accounts.

Annual de0181on by %he'Council on the basis of these two indicators.. In the
third year, the method of calculation will be checked by means of a detailed
review of total emoluments in national and Community civil services so as to
see whether the system is working properly and whether any structural

alterations are necessary.

- e we am e wm - e

To take effect at the énd of the reference period.

When the Council takes its decision on the period from 1 July 1971 to

30 June 1972, a special\sum will be given. It will facilitate the changeover
from the old method to the new and will provide compensation, as an exceptional
measure for losses resulting from a method which does not give effect to

adjustments of remuneration in the middle of the rcference period. .

——-..—

Direct incorporation in the salary scale.

II - COWPEWSATIOF F'OR COST-0r--LIVING INCREASES

- e e e e

prigubuin = M I G St A I s et

Adjustment under Article 65(1) with effect from the end of the referenoe
perlod without prejudice to application of Article 65(2)

R

1To be applied unifqrmly at all places of employment in Belgium énd .

Luxembourg.
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— ow wm e me e e me se e

Appliéation of weightings for this three-vear trial period.
The Council also agrecd to insert the following item in its minutes:

"1, It is understood that application of the ncw method for a three~year

trial period cannot give rise to "vested rights®.

2. The application of weightings to compensate for cost-~of-living increases

ig approved for the three-year trial period. The Commission is invited:

to make a comprehensive study on the imputation of cost-of--living

increases against gross salaries and on the tax aspects of this;

to make a proposal in the matter to the Council before the end of

the three-year period.n
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EUROPLEAN COIMUNITIES Brussels, 5 January 1973
The Council R/2935/72
NOTE

Summary of decisions'fakenlﬁy the Council at its
221st meeting, held on 18 and 19 December 1972
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OTHER BUSILESS

!

(d) Systen fof‘adjusting remnerations paid to officials and other

servents of the Buropesn Commmmnitiess dialosue betueen the Council

ond the stoff represcentetives

The Council approved the following texts
MThe Council

I. believe that the Regulation of 12 Decémbeg 1972 does not prejudge
the interpretation of its Decision of 21 ﬁarch'1972 on the system
for adjusting remunerations and confirms that this system forms part
of a policy with the aim of guaranteeing, in the medium term, that
rermunerations paid to Buropean officials will move in parollel with

average salarig¢s paid in nationel civil services;
IT. considers that the dialogue procedure needs improving;

ITI. notes the following staotement made by the éommission on 18 December

1972:



Iv.

7.

2e

3-

end. steff associationg of European officials. -

‘3- -r/ﬁﬁn l .‘-‘

In Januery the Commission intends to hold talks with the

representatives of the llember States, the representatives of

.. the other institutions and representatives of . the irade unions.

L em e

[T v s A

The eim of the talks will be to seek improved methods of preparing
and adopting decisions adjusting the remunerations of the staff

of the enlarged Communitiese

The Commission is proposing to raise the following points at

these talks:

(a) possibilities for simplifying the decision-making process

in three years out of four;
(b) - ways of improving and extending the dialogue procedure;

(¢) "the possibility of introducing a conciliation or mediation

phase, if appropriate.

The Commission will make proposals to the Council following these
talks, before 31 March 1973%;

instructs the Permanent Representatives Committee to report at the
beginning of June 1973 so that the Council can reach a2 decision before
1 July 1973 on the proposals to be presented by the Commission .to

follow up the statement set out above."



~Anpnex II
INCREASE IN REAL TERMS OF GROSS SALARTES PER HEAD OF CIVIL SERVANTS FROM 1964 TO 1974

Country 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 | 1974
Germany 100 | 106.7 |111.7 |113.6 |117.9 |128.2 |138.4 | 150,7 |154.0 |161.2 | 169,8
Prance - 100 102, 4 104.9 107,17 115.5 120, 8 126,17 131.6 135,5 139,4 142, 2
.Italy 100 108, 0 110, 7 110.6 114, 2 115, 3 115.9 13.2,0 138, 2 141,4 140, 9
Netherlands 100 109, 4 115.3 122,9 137.94 | 145, 0 153, 3 161, 9 167.9 172., 1 181, 0
"Belgium 100 1.07.5 112, 0 116, 8 121,6 130, 0 140, 0 1417, 5 163, 5 170, 9 179. 0
Luxembourg . . . . . . . .
United Kingdom | - X 100 103,9 | 109.5 |115.3 |117.3 | 123,5
Ireland . ) . . 100 106.9 | 113,2 | 120,8 |127,4 | 129,0
- Denmark . . . . . 100 107, 0 114, 9 110, 1 109, 7 112, 4
EEC 6 100 | 105.7 |109.5 |111,9 |117.1 |123,5 | 130,6 | 141.2 |146,4 | .
EEC 9 100 ) . . . . 151,0 | 1573




TREND OF TOTAL EMOLUMENTS PER HEAD OF EUROPEAN OFFICIALS

(1974/71)

ANNEX  III
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Table
AN IV

Increase in real terms of grbss salaries per head
of civil servants - )

Estimates 'and outturns

: Countr . Year-to~year ,cha.nge. (%) . Aggregate figures %
: L 21970/ :1971/ : 1972/ :1973/ :1974/ : 1974/ : 1973/ - 1974/
: : 1969 : 1970 ¢« 1971 : 1972 : 1973 : 1969 ¢ 1969 : 1971
P g E : 7.0 :8.0 .t 5.7 : 4.1:.53 : 33.9 :27.2 : 159
e ermany ? 0 8.0 : 8.9 R 2.2 1 4.7 : o 't 32,5 : 25'8 : 12,8
: E : 2.9 :3.4 : 2.9 : 3.2: 2.0 : 15.2 :12.9 : 6.1
. + France 0 : 4.9 :3.8 : 3.0 20+ e oz 1.7 15.4 8,1
ftal E :-0.2:9.6 : 0.7 : 1.7 = 0.3 : 11.7 1 12.0 2.1
taly 0 : 0.5:13.9 : 4.8 2.3 : o 1 22.2 - : 22.5 6.6
E 6.9 : 5.9 : 4.3 : 5.1 : 5.2 : 30.6 : 24.1 15,3
Netherlands 0 : 5.7 :5.6 : 3.7 2.5 : o : 248 ' 18.6 11.7
: . E i 4.5:5.1. 5 9.4 : 6.1: 4 : 33.5 : 21,5 : 2L.5
, Beleium O : Tu7:5.4 :10.8 1 45: o 3 3.0 1315 :21.3
L«uxemboui!g L3 L) M i. [ . [ ) H ] . . . M .
S N S T P SR 2.8 % 5.3 % 249 *18.6 ‘ 14.0
:  United Klngdomf 0 3.9 5.5 ¢ 5.3 1.7 7. 235 ;7.3 F 126
Ireland T 3¢ 1.3 % 27,1 (o5 G123
0 6.9 1 5.9 P 6.7 54 o 1 290 237 (140
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ANNEX TV

STATISTICAL VERIFICATION OF THE INDICATOR OF
TOTAL EMOLUMENTS

The indicator of real per capita emolumenté of civil servants has been
checkea by comparing outturns with the estimafes regularly put forward
by the Commission for the current year, the statistical base ran from
1969 to 1973 in accordance with Table 1 in Annex IV to document’ CON(74)
1880 final of 14 November 1974. o o

The following table sets out, in the form of percentage variations over
the precedlng year, the way this indicator has moved for each member
country and in aggregate terms at Communlty level. Only for 1974 are the
statistics not yet available. The aggregate increase in the indicator is
also given, both for the whole period under review and for the period
covered by the current method of adjustment. The E figures are the N

Commission'8 dnnual estimates and the © flgures are the outturns._

If these estimates were good onés,‘aggregation of them should in broad
terms give the same result as aggregation of the outturns. This is indeed
the case, the + 11.6% (E) being virtually the same as the + 11.4% (0)

for the period from 1971 to 1974. Taking the aggregation as a whole,

the + 23.7% estimates lie below the + 27.3% outturns.

If we ignore 1974, since no statistics are yet available, aggregation for
the period from 1969 to 1973 gives outturns of + 22.3% and estimates of
+ 18.8% for the Community.

Thus our estimates were clearly on the conservative side and were

overtaken by events.
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ANNEX V

The self-correcting mechaniém can beét‘be‘explained by means of an
example. Let us assume that in‘yearw? the total emoluments index is
estimated at 104 (to = 100), gifihé a éﬁgaéé'of + 4%. One year later,
an estimate for.year t, gives an index of 108 (t, = 100), but the new
statistics give an outturn for year‘t1 of 105, :The percentage change .
in t2 is estimated as 108_% 105 =f2.9%. At this point a self-correcting
mechanism would come into play: since the outturn for t, is not the '
same as the estimate for that year, the estimate for t, must be related
not to the new statistical base but to the former estimate so as to give
a year-to-year change which will be consistent with the preceding
changes. Only then will the aggregate estimated change be the same as
the actual outturn.

to t1 t2 R ‘ ‘t1 t2 .Cumul
o - : s . o 108 : '
t, | 100 104 . - Estimates : 4% 3.8% Ty 8% :
- . - . 108) | ‘q
t, | 100 105 108 Outturns : 5%  2.9% 105) 8%



