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1. Introduction 
 

 
In accordance with article 6 of Regulation 473/2013, Luxembourg hereby submits its draft budgetary 

plan for the fiscal year 2015. 
 
 

In accordance with article 3, paragraph 4, of Regulation 473/2013, the draft budgetary plan is based 

on independent macroeconomic forecasts, insofar as they are produced by STATEC (Institut national de la 

statistique et des études économiques). Moreover, pursuant to the same Article 3, paragraph 4, it should 

be noted that the budgetary forecasts included in this draft budgetary plan were neither produced nor approved 

by an independent body. 
 
 

Also, and under the Two-Pack Code of conduct, the draft budgetary plan takes into account the 

requirements of the European System of Accounts classification system, known as ESA 2010. 
 
 

The present draft budgetary plan is based on the 2015 draft budget submitted to Parliament on 15th 

October.  
 

 
 
 

2. Macroeconomic forecasts 
 
 

The macroeconomic forecasts for Luxembourg for 2015 are to be viewed within the context of a 

European recovery that is more fragile than expected, further increasing economic uncertainties in the short 

and medium term. In effect, real growth rates for both 2014 and 2015 had to be slightly revised downwards 

from the figures initially used for the 2014 draft budgetary plan as well as the Stability and Growth Programme 

(SGP)1. 

 
 

At the same time, the forecasted economic growth for Luxembourg in 2015 is expected to exceed 

average growth in the euro area. Indeed, real GDP growth at the national level is forecasted at 2.7%2
 

compared to 1.4% in the eurozone. 

 
The national unemployment rate is expected to be at 6.1% in 2014 and is likely to continue to rise to 

6.4% in 2015 according to the harmonized ILO definition. 

 
 
 

1 Real GDP growth for Luxembourg was revised downwards for 2014 from 3.2% to 2.8% and for 2015 from 3.2% to 2.7%. 
2 With nominal GDP growth of 4.0%. 
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The inflation rate remained very low in 2013:  1.5% for the national consumer price index (IPCN) and 

1.2% for the harmonised consumer price index (IPCH). Given the low inflation environment, no indexation 

adjustment is anticipated to take place in 2014. The next adjustment is expected for the first quarter of 2015 on 

the basis of current inflation expectations. 
 
 
 
 

3. Budgetary targets and budgetary policy 
 
 

The government's budgetary policy for 2015 is characterised by the following items: 
 
 

 in terms of process: national implementation of the new European economic governance 

context,  such as the introduction of a medium-term budgetary framework3. This entails that a 

draft bill on multi-year budgetary programming for 2015-2018 will simultaneously be submitted 

to parliament; 
 
 

 in terms of budgetary policy: 2015 is characterised, as outlined in the 2014 SGP, by a 

permanent deterioration of revenues linked to the change in the e-commerce VAT regime as 

of 1st January  20154. The central assumption remains the same as the one used in the 

Stability Programme, i.e. that the revenue shortfall in 2015 is estimated at EUR 700 million5 or 

1.4% of GDP. 
 

 
In terms of budgetary targets, the government's budgetary policy is characterised by the following 

items: 
 
 

 the 2015 budgetary policy is part of the medium-term fiscal strategy of the Government as set 

out its programme in December 2013. First laid out in the April 2014 SGP, the strategy has 

been now been further detailed in the multi-year programming law presented to parliament. 

More specifically, the medium-term fiscal strategy is characterised by the following two 

budgetary targets: 

 

o restoring public finances in structural terms, i.e. achieve a medium-term budgetary 

objective (MTO) of +0.5% GDP by the end of the current legislative period;  

 

o maintaining public debt at a level well below a threshold of 30% of GDP by the end of 

the same period; 
 
 

 in addition, the 2015 budgetary policy contains a package of consolidation measures to 

counter a potential deterioration of public finances in an unchanged-policy scenario, in which6 

3 The law of 12 July 2014 on the coordination and governance of public finances: http://www.legilux.public.lu/leg/a/archives/2014/0122/a122.pdf 
4 For more details, see the Stability and Growth programme: http://www.mf.public.lu/publications/programme/15e_progr_stabilite_croissance.pdf  
5 This represents EUR 600 million in budgetary terms. 
6 Update of the forecasts assuming no policy changescontained in the unchanged policy note of the Comité de prévision from April 2014 
(http://www.mf.public.lu/publications/fin_pub/note_comite_prev_090414.pdf). 
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o the  general government balance would drop from +0.2% of GDP in 2014 to -1.3% of 

GDP in 2015; 
 
 

o the central government balance would move drop -1.3% of GDP in 2014 to -2.7% of 

GDP in 2015; 
 
 

o the structural balance would drop from +1% of GDP in 2014 to -0.6% of GDP in 
20157. 

 
 

 both the fact that macroeconomic conditions at the national level remain benign in 2015 with 

GDP growth in Luxembourg expected to remain above the euro area/EU average (see point 

1) as well as the fact that a package of consolidation measures has been put together 

(estimated at 1.1% of GDP or EUR 560 million in 2015) – imply that public finances are likely 

to deteriorate slower than a unchanged-policy scenario would suggest: the general 

government balance in 2015 is expected to reach -0.2% of GDP or EUR -100 million in 

nominal terms, while the central government balance is set to reach -1.6% of GDP or EUR -

800 million. 

 

 
Regarding the fiscal rules under the preventive arm of the Stability and Growth Pact, the following 

observations can be made: 
 
 

 given the forecasts presented in the 2015 budget, in particular regarding the consolidation 

measures and in light of the STATEC methodology used to estimate the output gap8, the 

structural balance is expected to move from 1% of GDP in 2014 to 0.5% of GDP in 2015. This 

means that Luxembourg would reach its MTO, in accordance with the rules of the Pact. 

Moreover, Luxembourg would also comply with Council recommendation issued in July in the 

context of the European semester (see Appendix Table 6a)9; 

 
 

 similarly, as regards the second criterion of the preventive arm of the Pact, the growth rate for 
adjusted expenditure in 2015 is set to satisfy the expenditure benchmark.10 

 

 
 
 

7 According to the STATEC methodology. 
8 The output gap is the ratio between GDP in volume terms and "potential” GDP, the latter reflecting theoretical growth when factors of 
production (capital and labour, combined with technical progress) are used at full capacity. 
9 It should be noted that when assessing the draft budgetary plan, the Commission will use the common methodology in order to determine the 
“structural balance” indicator, which may be different in comparison to the presented indicator. Whereas in the March DBP, an explicit reference 
to this methodology was made, the draft budgetary plan does not contain any such reference since no recent estimations are available from the 
Commission. Such an update will only be available once the Autumn Forecast is published in early November 2014. 
10 This conclusion does evidently not prejudge the forthcoming assessment made by the Commission which will take into account a number of 
assumptions that are currently not available. 

 

EG 16/14 ADD 1  MCS/ah 5 
 DGG 1A  EN/FR 
 

                                                            

www.parlament.gv.at

http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&ityp=EU&inr=45386&code1=RAT&code2=&gruppen=Link:16/14;Nr:16;Year:14&comp=16%7C2014%7C


 

The package of consolidation measures can be summarised as follows: 
 
 

 the overall expected impact in 2015 stands at 1.1% of GDP or EUR 560 million; 
 
 

 the distribution between revenues and expenditure is roughly at 70%-30%;   
 
 

 With regard to impacted ESA categories, the following should be noted: 
 
 

o in terms of revenues: taxes on production (VAT package, see Tables 5 and 6), as well as 

social contributions (introduction of a new contribution, see Tables 5 and 6); 
 
 

o in terms of expenditure: the reduction of expenditure is spread over a broader base of 

expenditure categories: intermediate consumption, subsidies, social benefits other than social 

transfers in kind or other usual transfers (see Table 5). The fact that more categories are 

affected on the expenditure side is also a result of the comprehensive spending review 

initiated by the Government, in preparation for the 2015 budget and the multi-year 

programming law. 
 
 

 in terms of process, two points should be mentioned: 
 
 

o as regards the legislative acts used, most of the specifications are incorporated in the budget 

law itself.  The consolidation measures resulting from spending review will be implemented 

via a separate bill, named “Zukunftspak” (“Future-Package”). The intention is to have this 

accompanying bill passed simultaneously with the budget law; 
 
 

o as regards transparency and communication, the budget law and the consolidation measures 

along with their quantification can be found on the following website: http://budget.public.lu  . 
 
 

Finally, pursuant to the budget policy planned for 2015, gross public debt is likely to rise from 23.0% of 

GDP in 2014 to 24.1% of GDP in 2015. 
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4. Update relating to recommendations concerning growth and jobs (Tables 6a 

and 6b): 
 

As regards recommendations adopted by the Council in connection with the 2014 European semester and the 

targets set by the EU 2020 strategy, specific policies and action plans have been set out over the recent years. 

An update of these measures was provided in the latest version of the National Reform Programme11. 
 

 
As regards the first recommendation under the 2014 European semester, it should be noted that: 

 
 

 in terms of governance, a medium-term budgetary framework was established, and independent 

monitoring was set up through the creation of a fiscal council (“Comité National des Finances 

Publiques”); 
 
 

 in terms of indirect taxation, the VAT package specifically includes measures to broaden the tax base. 
 

 
 

11 http://www.odc.public.lu/publications/pnr/ 
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STATISTICAL APPENDIX 
 

1. Macroeconomic forecasts 
 

Table 0. Basic assumptions 

 Year 
2013 

Year 
2014 

Year 
2015 

Short-term interest rate (annual average) 0.2 0.1 0.1 
Long-term interest rate (annual average) 2.9 3.2 3.2 
USD/EUR exchange rate (annual average) 1.3 1.4 1.3 
Nominal effective exchange rate (evolution as a %) -0.8 -0.1 0.1 
Eurozone real GDP growth -0.4 0.8 1.4 
Growth of relevant foreign markets 1.5 3.8 5.4 
Oil prices (Brent, USD/barrel) 108.6 105.7 101.5 

 
 

Table 1.a. Macroeconomic forecasts 

 ESA Code 
Year 
2013 

Year 
2013 

Year 
2014 

Year 
2015 

  Level in 
millions 

rate of 
change 

rate of 
change 

rate of 
change 

1. Real GDP (reference year = 2005) B1*b 34,740 2.0 2.8 2.7 
of which: 
1.1. Attributable to the estimated impact of aggregated budgetary measures on economic 
growth  --- --- --- --- 

2. Potential GDP 35,300 2.0 2.1 2.1 
3. Nominal GDP B1*b 45,288 3.4 5.4 4.0 

Components of real GDP 
4. Private final consumption expenditure P3 12,124 1.8 2.1 1.1 
5. General government final consumption expenditure P3 6,327 4.3 1.9 3.0 
6. Gross fixed capital formation P.51 7,164 -4.4 6.4 0.2 
7. Changes in inventories and valuables (% of GDP) P.52 + P.53 - 2.8 2.8 2.7 
8. Exports of goods and services P.6 60,522 2.7 3.4 3.9 
9. Imports of goods and services P.7 53,101 1.2 3.7 3.3 

Contributions to real GDP growth 
10. Final domestic demand - 0.4 2.4 1.0 
11. Changes in inventories and valuables P.52 + P.53 - -1.2 0.0 0.0 
12. External balance of goods and services B.11 - 2.9 0.3 1.7 

 
 

Table 1.b. Price developments 

 ESA Code 
Year 
2013 

Year 
2013 

Year 
2014 

Year 
2015 

  Level in 
millions 

rate of 
change 

rate of 
change 

rate of 
change 

1. GDP deflator (2005=1) 1.34 3.7 2.5 1.2 
2. Private consumption deflator 1.16 1.5 1.0 2.1 
3. HICP 1.23 1.7 0.9 2.0 
4. Export price deflator (goods and services) 1.23 2.3 3.0 1.0 
5. Import price deflator (goods and services) 1.07 1.1 1.9 1.7 

 
 

Table 1.c. Labour market developments 

 ESA Code 
Year 
2013 

Year 
2013 

Year 
2014 

Year 
2015 

  Level in 
millions 

rate of 
change 

rate of 
change 

rate of 
change 

1. Employment, persons1 (in 1000 pers.)1 385.4 1.7 2.2 2.1 
2. Employment, hours worked2 370 1.1 2 1.9 
3. Unemployment rate (as a %)3 - 5.7 6.1 6.4 
4. Labour productivity, persons4 78 0.2 0.5 0.4 
5. Compensation of employees (billion EUR) D.1 21.7 4.7 4.7 5.1 
6. Compensation per employee (1,000 EUR/year) 59.6 3.0 2.3 2.8 
1 Active occupied population, in thousands, national accounts definition. 
2 concept  of national accounts  
3 Harmonised definition, Eurostat 
4

 Real GDP per person employed. 
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2. Budget targets 
 

Table 2.a. General government net lending / net borrowing 

 ESA Code 
Year 
2014 

Year 
2015 

% of GDP % of GDP 
Net lending / net borrowing (B.9) by sub-sector 

1. General government S.13 0.2 -0.2 
2. Central government S.1311 -1.3 -1.6 
3. State government S.1312 ---- ---- 
4. Local government S.1313 0.1 -0.1 
5. Social security funds S.1314 1.4 1.6 
6. Interest expenditures D.41 0.4 0.4 
7. Primary balance1 0.6 0.2 
8. One-off and other temporary measures 0.0 0.0 
9. Output gap2 -1.9 -1.5 
10. Cyclical budgetary component -0.8 -0.7 
11. Structural balance (1-10-8) 1.0 0.5 
1The primary balance is calculated as (B.9, item 8) plus (D 41, item 9) 
2 European Economic Forecast, Winter 2014, European Commission 

 
Table 2.b. Evolution of general government debt 

 ESA Code 
Year 
2014 

Year 
2015 

% of GDP % of GDP 
1. Gross debt 23.0 24.1 
2. Change in gross debt ratio -0.6 1.1 
Contributions to changes in gross debt 
3. Primary balance 0.6 0.2 
4. Interest expenditures D.41 0.4 0.4 
5. Stock-flow adjustment -0.4 0.9 
p.m.: implicit interest rate on debt1 1.7 1.7 
1 Equal to interest expenditure divided by the debt level of the previous year. 

 
Table 2.c. Contingent liabilities 

  Year 
2014 

Year 
2015 

% of GDP % of GDP 
Public guarantees 9.3 ---- 
of which: guarantees linked to the financial sector 5.7 ---- 
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3. Expenditure and revenue projections at unchanged policies 
 

Table 3. General government expenditure and revenue projections at unchanged policies broken down by main components 
 
 
 

General government (S.13) 

 
 
 
 

 

ESA Code 

Year 
2014 

Year 
2015* 

 
% of GDP 

 
% of GDP 

1. Total revenue at unchanged policies TR 43.9 43.3 
Of which 

1.1. Taxes on production and imports D.2 13.2 11.7 
1.2. Current taxes on income and wealth D.5 14.4 14.9 
1.3. Capital taxes D.91 0.2 0.2 
1.4. Social contributions D.61 12.2 12.5 
1.5. Property income D.4 1.4 1.5 
1.6. Other1 0.2 0.2 
p.m.: Tax burden (D.2+D.5+D.61+D.91-D.995) 40.0 39.3 

2. Total expenditure at unchanged policies TE 43.7 44.6 
Of which 

2.1. Compensation of employees D.1 8.4 8.5 
2.2. Intermediate consumption P.2 3.8 3.9 
2.3. Social payments D.621 21.0 21.6 
Of which: Unemployment benefits 1.0 1.0 
2.4. Interest expenditure D.41 0.4 0.4 
2.5. Subsidies D.3 2.0 1.9 
2.6. Gross fixed capital formation P.51 3.6 3.9 
2.7. Capital transfers D.9 1.1 1.1 
2.8. Others 3.7 3.3 

3. Net lending/borrowing 0.2 -1.3 
*) Update of the forecasts assuming no policy changes contained in the unchanged policy memo of the forecast committee from the beginning of April 2014 
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4. Expenditure and revenue targets. 
 

Table 4.a. General government expenditure and revenue targets, broken down by main components 

 ESA Code 
Year 
2014 

Year 
2015 

General government (S.13) % of GDP % of GDP 
1. Total revenue target TR 43.9 44.1 

Of which 
1.1. Taxes on production and imports D.2 13.2 12.2 
1.2. Current taxes on income and wealth D.5 14.4 14.9 
1.3. Capital taxes D.91 0.2 0.2 
1.4. Social contributions D.61 12.2 12.7 
1.5. Property income D.4 1.4 1.5 
1.6. Other1 0.2 0.2 

p.m.: Tax burden (D.2+D.5+D.61+D.91-D.995) 40.0 40.0 

2. Total expenditure target TE2 43.7 44.3 
Of which 

2.1. Compensation of employees D.1 8.4 8.5 
2.2. Intermediate consumption P.2 3.8 3.9 
2.3. Social payments D.62 + D.632 21.0 21.4 
Of which unemployment benefits3 1.0 1.0 
2.4. Interest expenditure D.41 0.4 0.4 
2.5. Subsidies D.3 2.0 1.9 
2.6. Gross fixed capital formation P.51 3.6 3.8 
2.7. Capital transfers D.9 1.1 1.1 

2.8. Other4 3.7 3.2 
3. Net lending/borrowing 0.2 -0.2 
1 .11+P.12+P.131+D.39rec+D.7rec+D.9rec (other than D.91rec) 
2 TR-TE= B.9 
3 Includes cash benefits (D.621 and D.624) and in kind benefits (D.631, SEC2010: D.632) related to unemployment benefits. 
4 D.29pay + D.4pay (other than D.41pay) +D.5pay + D.7pay +P.52+P.53+K.2+D.8. 

 
 

Table 4.b Amounts to be excluded from the expenditure benchmark 

  
ESA Code 

Year 
2013 

Year 
2013 

Year 
2014 

Year 
2015 

  Level in 
millions 

% of 
GDP 

% of 
GDP 

% of 
GDP 

1. Expenditure on EU programmes fully matched by EU funds 58 0.1 0.1 0.1 
2. Cyclical unemployment benefit expenditure 470 1.0 1.05 1.03 
3. Effect of discretionary revenue measures  414 0.9 0.0 0.8 
4. Revenue increases mandated by law ---- ---- ---- ---- 

 
4.c.ii) Classification of the functions of the general government 

Functions of the general government 2014 2015 
COFOG Code 

% GDP % GDP 
Functions of the general government 

1. General public services 1 4.7 4.7 
2. Defence 2 0.4 0.4 
3. Public order and safety 3 1.0 1.0 
4. Economic affairs  4 4.2 4.3 
4. Environmental protection 5 1.3 1.3 
6. Housing and community amenities 6 0.8 0.8 
7. Health 7 5.1 5.1 
8. Recreation, culture and religion 8 1.1 1.1 
9. Education 9 5.7 5.8 

10. Social protection 10 19.4 19.6 
11. Total expenditure TE 43.7 44.3 
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6. Items indicating how the measures featured in the draft budget plans meet country-
specific recommendations and contribute to meeting the targets set by the EU 
strategy for growth and jobs. 

 
 

Table 6.a Country-specific recommendations 2014-2015 
 

Country-specific recommendations 2014-2015 for Luxembourg (July 2014): 
 

1. Preserve a sound fiscal position in 2014; significantly strengthen the budgetary strategy in 2015 to ensure 
that the medium-term objective is achieved and remain at the medium-term objective thereafter, in order to 
protect the long-term sustainability of public finances, in particular by taking into account implicit liabilities 
related to ageing. Strengthen fiscal governance by speeding up the adoption of a medium-term budgetary 
framework covering the general government and including multi-annual expenditure ceilings, and by putting 
into place the independent monitoring of fiscal rules. Further broaden the tax base, notably on consumption.  

 
2. In view of ensuring fiscal sustainability, curb age-related expenditure by making long-term care more cost-

effective, pursue the pension reform so as to increase the effective retirement age, including by limiting early 
retirement and linking the statutory retirement age to life expectancy. Reinforce efforts to increase the 
participation rate of older workers, including by improving their employability through lifelong learning.  

 
3. Speed up the adoption of structural measures, in consultation with the social partners and in accordance with 

national practices, to reform the wage indexation system with a view to improving the responsiveness of wages 
to productivity developments, notably at sectoral level. Pursue the diversification of the structure of the 
economy,  including by fostering private investment in research and further developing cooperation between 
public research and firms. 

 
4. Pursue efforts to reduce youth unemployment for low-skilled jobs seekers with a migrant background, through a 

coherent strategy, including by further improving the design and monitoring of active labour market policies, 
addressing skills mismatches, and reducing financial disincentives to work. To that effect, accelerate the 
implementation of the reform of general and vocational education and training to better match young people's 
skills with labour demand 

 
5. Develop a comprehensive framework and take concrete measures to meet the 2020 target for reducing 

greenhouse gas emissions from non-ETS activities, especially through the taxation of energy products for 
transports.  
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7. Divergence from latest Stability Programme 
 

Table 7. Divergence from latest Stability Programme 

 ESA Code 
Year Year Year 
2013 2014 2015 

  % of GDP % of GDP % of GDP 

 
 
Target general government net lending/net borrowing 

 

 
B.9 

 

Stability programme 0.1 0.1 -0.5 
Draft budget plan 0.6 0.2 -0.2 
Difference 0.5 0.1 0.3 

General government net lending projection based on unchanged policies 
 
 

B.9  
Stability programme 0.1 0.1 -1.6 
Draft budgetary plan 0.6 0.2 -1.3 
Difference 0.5 0.1 0.3 

 
 

8. Methodological aspects 
 

Table 8. Methodological aspects 
 

Estimation technique 
Stage of the budget procedure for 

which it was used 
Relevant features of the 

model/technique used 

 
Assumptions 

 
 
 
 
 
 
 
Macroeconomic forecasts 

 
 
 
 
 
Estimation of revenue and estimation 
of some expenditures drivers (e.g. 
sliding scale for wages) 

 
 
Macro-econometric model developed by 
STATEC. More information can be obtained 
via the following link: 
 
http://www.statistiques.public.lu/catalogue- 
publications/cahiers- 
economiques/2007/PDF-Cahier-104- 
2007.pdf 

Use of technical assumptions for a 
number of macroeconomic variables (oil prices, 
commodity prices, exchange rates and interest rates). 
 
Given the importance of the financial sector for 
Luxembourg and the role of cross-border workers in 
labour supply, the model has properties that pertain 
specifically to the banking, including a stock index 
forecast, and the supply of foreign labour. 

Estimates of budgetary 
revenues 

To prepare the draft budget Use of parametric equations and 
microeconomic information 

 
Macroeconomic forecasts 

 
 
Impact of consolidation 
measures 

 
 
To prepare the draft budget 

Budgetary estimates using microeconomic 
information. No macroeconomic impacts 
were considered in the macroeconomic 
scenario 

 
 
 
Macroeconomic forecasts 
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