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AID/W 

LEAST D ELOP D COUNTRIES 

E HAVE IIFED FRINCH OPFICIALS IN MIN 
IO l D DE OPMINT !ND MIN TERN!L RILA,IONS 
L U THOUG SON LLDC CONFI C!. FRENCH A E 

TIN POSITIONS THI VIL TA[ AT CONFERENC, 
L DECISIONS AYl NOT BEIN MAD O CERTAIN ISSU S. 
ir MI TTIRRA D WILL OP . CON:r C · I fl A 

C VltL UNDOU!TIDLT OUTLI IS GOVERNMENT'q 
POLIC FOF I CR AS AID TO! THIRD ORLD GIN ALLY 
A D · r t! ,LY TO TH. LLDC' • WILL DOUBT!DLT R R 

VIOUS S!ATEH TS VHIC ~utD COMMIT f!ANC TO 
C ITS ODA NOT INCLUDING A SIST NC TO TR FRENC 

OV AS D A TM TS AND TE RITORI (DOM-TOM'S) ~O 0.7 
PERC N GNP OVIR 1 ,rv ORS VIN TIAR PERIOD, AND 
, I IN • AT JIG TOP 0,1n , 0.15 P c T TO TB LLDC'S. 

ILL UNDOU!TEDLT CALL 10ft INTERNATIONAL MOBILIZA!ION 
0 A SIS LLDC'S AND MAY MENTION PROPOSALS FOR AN v 

ST TT~ ARR! G . f COV ING ALL LLDC'S ND CALL FOR 
PAR CIP TIO 01 OT , DEV1.LO D COUNTRI SIN THIS TTP 
OP R .IOh. CON1 INC WILL B C AIR JY FRINCH Ml 1s,ER 
OF ~OOP TION AND V LOPMENT J.AN PIIRRE CO ~ 
VI .l!l 1; n • IN DJtV LOP-
MET M~TT~q, M~»TH-SOU'l'R, ND AS TR R SPONSIBLE 
MINISTRY FOR SUJS!ANTIY PLANNING FOR D~VILOPM!NT CO -
FER ~CES OF THIS TYPE. END SUMMART. 

SIT1 
OB: POATS, JNT,GUHIN 

SR COMMENTS: 

I 
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• 1.MBASSY/AID OFFICE AS B lN NCO TACT WITH SEYIR!L 
FRENC OFFICIALS WORKING ON VARIOUS SU!STANTIV! ASPECT 
01 THE LLDC CON ERENC AND WHO AR RISPONSI!L ~oR PRE
PARING FRANCE'S POSITION ON V!Rtocrs ISSUES TO TREAT D 
AT THE CONfERENC • OFFICIALS INr.tUDF. MEM~ RS Of MINIST , 
COT'S C BINET AND AN OFFICIAL or ECONOMIC AFFAIRS 

IR~CTORATE or fHI QUAI, WHO R!S ~ N WORKING ON POLICY 
C1SIONS AND RECOMMENDATIONS FOR SEVERAL WEEKS. DORING 

THES , M TINGS, VI HAVE INDICATFn U.S. CONC RNS AND 
O!JJ:CTIVES AS SET FO:R.'l'H IN Rl:FTJ:L AND PREVIOUS MESSAGES. 

3. AlTiR MANY HESITATIONS, FR NCH AR NOW COMING TO 
GRIPS IfH SU:BSTAN'l'IY QUISTIONS TO DETERMINE r CH 
POSITION TO SATISFACTION 01 ILTSIE, MIN ?.XTERNAL RELATIONS, 
MIN COOPERATION AND DEVELOP T, TR !SUR!, ETC. OFFICIALS 
NORMALLY STAIT OUT!! SATING JOR GOVERNMENT OFFERED 
PARIS AS SITI 01 CONFER NCE !ND rBEN DID NOTHING ABOUT IT, 
LEAVING lULt !URDIN ON NIW ADMINISTRATION. THEY ALSO 
IMPLICITLY BLAME TH!IR D!LAY IN FINAL D CISIONS 
ON THE FACT TRAT ISSUIS AR COMPLIX D TBA! fRERE B&S 

N INSUFFICIINT TIMI TO PREPlRI MORE IN-DEPTH STUDIES~ 

4. FOLLOWING AR fARIOUS POINTS WRICi PR ' CH OFFICIALS 
HAY OUTLINID TO US AS THEIR EIPEC ID POSITIONS: 
- (A) rRINC WANT CON1ERINCI TO! A SUCCESS IN VI OF 
PRESENT GOVIRNMENT'S ~ ' INT!IEST IN THE THIRD WORLD, AND 
PARTICULARLY SINCI CONFIRINC IS IN PARIS. THEY VAN! 10 
A OID POLEMICS AS MUCH AS POSSIBL AND IEEP CONFERENCE ON 
EVN I L. G NIRALLT, THIY PLAN TO POINT OUT THAT 
SITUATION 01 LLDC'S RAS !JIN CONS ANTLY DETERIORATING AND 
THAT IT IS NOV APSOLUTELT CRITICAL TO DO SOMETHING FROM 
ECO OMIC/SOCIAL POIN'l' or fIIV. FRANCE WILL THIR!FORI 
CALL UPON THI DIY1,LOPID WORLD AND OPIC TO SUPPORT 
EIPANDID DEVILOPMINT PROGRAMS IN THIS COUNTRIES AND TO 
LOOI FOR IN OVA!IV WAYS 'l'O DO THIS IN FULL PARTNERSHIP 

ITH TH LLDC'S. 1RENCR LIJEWISE !ILIEVE INCRIASED AID 
IS IMPORTANT BECAUSE OF RISIS OF POLI~ICAL DESTABILIZATION 
IF NOTHING IS DO • THIS LAT!IR POINT MAT NOT r. / 
EMPHASIZ D HOWEVER IN 011ICIAL DECLARATIONS. . 
- (!) rRJ;NCH AGRII v1,n TRE u.s. YIIW THAT INCR~&sr.n AID// 
IN I'.!'SELF WILL NOT PRODUCE DEVILOPMINT IN MANY COONTRIE"S : 
UNL"'5S POLICY tn: _, t , , _ _,. · 
CERTtIN FaiNCH Of1ICI~LS RAYi THEREFORE Du _s J _. 

THIS POINT !I MAD BI PR SID NT MITTERRAND IN HIS SPEECH 
PIRHAPS BY SPIA[ING OJ' A CONTRACTUAL 'l'fP - AtfRftNGEMEN'l' 
EITW N DONORS AND R CIPIENTS AS r.OUAL PARTNERS BUT WHICH 

OULD REQUIR TRE NICESSARY UNDERSTANDINGS TO er.LP MAKE 
ADDITIONAL ASSISTANCE TRULY EFFECTIVE. THIS MIGHT INCLUDE 
RJYISED OVIRALL ECONOMIC ORIENTATIONS AS WILL AS TECHNICAL 
CHANGES SUCH AS MARKETING AND PRICING POLICIES TO ENCOURA~ ~ 

P uE 02 P RI 5 43 7 ~TG:141534Z ATT 81 PS :00 172 
TOR: 226/15067, CSN:RC 081 
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I CREAS D p ODUCTION OF FOODSTU s. fH!L ra IN !ERESTID 
MINISTRI SWILL RAIS TRIS AT CERTAIN LEVEL, IT IS NOT 
YT INO N ~ TH R TH ELYSE ~ WILL ACCfiPT THIS FOR TH 
PRESIDENT'S A DRESS OR HOY THEY WOULD HANDL IT. 
:BT 
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TO ~ECSTAT WASHDC IMMEDIATE 99 
USMISSION GINEVA 7790 
USMISSION USUN NEW TOR ' 3536 
ALL OICD CAPI 'l'llS , 

C"-a.-..Y....~r-1'1-'f--N..._'I' 

f --
LIMITln OFFICIAL USES CTION 02 or 03 P!RIS 24~97 
DEPARTMENT ALSO PASS J/AFR, AID/ 
- (C) I RIPLT TO OUR SPICIFlC QUIS,ION, FRENCH APPARENTLY 
DO NOT PLAN TO MAIE SPECIFIC PLEDGES FOR COUNTRY PROGRAMS 

FOR OVI LL ASSISTANCE l! UNCT!D H&S R COMMENDED. 
O EVER, PRESIDINT MITTERRAND WILL CERTAINLY ANNOUNCE 

FRANC ' 'S GOA r, 01' PJlOf IIH NQ 0 .7 PIRCl!N'r or GNP TO ECO.tiOMIC \ 
DEV LOPMUT .lSSISTJ.NCE AND WITHIN '!'RAT llGURll 9 .15 P""' CEN"' 
. OR LtDC'S. THIS or COURSI WOULD MIAN 1 VERY SU!STANTIAL 

\t CRllSi IN FRINCR AID Oflft ~ JIV~ o, S VIN YEAR PIRIOD, 
PARTICUtARLTAS JRINCH AID TO fRE CH OVIRSEAS POSSESSIO~S 
IS IICLUDID. TR LINGTH OF TIMI IS STILL BIIN: DISCUSSED. 
IN 1979J INCH ODA AS .5< PERCENT INCLUDING AID TO THE 
DOM-TOMS !ND 0.3• P CKNT EXCtUDI G ~~DOM-TOM'~. T 

OVERNMENT AS ANNOUNCED Sf · At TIMIS THAT TRI DOM-TOM'~ 

-

0 TO !I INCLUD D IN T IIR ·N GOALS. IN TERMS OF 1:9- \.r 
T L,DC'S !ENC AID IS STIMATID BY THEM AT 0.08 PERCENT ~J-c~- vY'\ 
OF GN •• THUS BOT! IN Tr.RMS or OVERALL AID TO LDC'S AND / fi.>---ff1"~~y,A J/""\1-'-

E AMOUNT SYICillClLLt roR t~DC's, A DOUBLING or FRENC ot ~~·ti\' ,L~ 
Ilt WOULD Bt RIQ0I ltED TO MEET THE TARGETS. fl.-\ ;v~ ~ 

• (D) TH.W' ,n, • 1 cH AGR =+ WITH TiU; O.S. POSI'l'ION 'l'B:AT b."Y"""~tr-v-7~-
LI · RALIZED D POLICIES AND• A TICIP!TION OF THI v- ,o~~ 
INT Nl IONAL AND IND! ENOUS PRIV T SECTORS AR IMPOR . A T ..r-
FOR V LOPMINT PURPOSES. HOW VER, ON! PRACTICAL Lt'llb-r 
TREY SE RELATIVELY LI'.i'Tt~ POSSI"RILITY FOR PRIVATE Bl- _ 
VE TMINTS IN MOST OF THE LLDc " c; AT THIS I"4E! -ui tt .... IISE 
SI R""LlU'lVfLY 'FEW HOPl?S ii'QR INCRli!ASEn XPORTS or O'l'HE 
THAN G !CULTURAL OR RAW MATE IALS. THER FORE EVEN TROUG 
THE CAISSE CEH AL IS NOV PROVInING SOM ' FINANCING ro 
TH INCOURAG T OF INDIGENOUS PRIVATE ENTIRPRIS , THEY 
' LL PRO!A~LY NOT IMPHASIZE THIS PARTICULAR ASP C~. 

SI 'l': 
EOB: POATS,RENT 
WHSR COMMENTS: 
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- ( ) TB NCH ARr NOW DI~COSSING WITH THEIR EUROPEAN 
PARTNERS or TH : EEC A PROPOSAL OR THE BROADENING OF THE 
STAB I PRINCIPLE TO I CLUDE OTB Lt C'S NOT IN THE LOME 
~ONVENTION GROUP (THE ACP). S0f1E NINE ADDITIONAL LLDC'S 

OULn_THUS BE GIVEN CERTAIN ADVANTAGES. THE CONCEPT IS 
TO PlOVIDE A KIND OF INSURANCE TO tt~c's IN CASE OF 

RlS~Ic ~EDrCTIONS OF THEIR RECEIPTS FROM THI EXPORTATION 
OF CERTAI NUM~ER OF PRODUCTS ITHER AS A RESULT ' OF 
DROUGHTS OR OTHER WEATHER CONDITIONS OR BECAUSE OF PRIC, 
FLUCTUATIONS. IDEA IS JUS~ NOW BilNG OFFICIALLY PRES NTED 
BY G01 TO OTHER EC COUNTRIES. IF THERE IS NOT !~REEM NT 

MONG THEM , 1i Ci VILt THIN NOT 
T ID A ON T1 IR OWN. FRENCH HOPE OT ER ~EM~ERS 

OF DAC, SUCH AS TR U.S., CANADA, AND JAPAN VOULD CONS.DER 
SUCH AN ARRANGEMENT OVER A PERIO~ 0 TIME. IN THEIR VIEW, 
ARRANGEMIN~ COULD !E APPLIED BY L!TTIR GROUP OF COUNTRIES 
TO C, TAIN SPICIFIC tLDC'S WITH WRICH THERE RAVE 

IG IlICANf Tl D TI ., • AS IN r,1sE OJ' STABEX, TH . , WOULD 
~E CER!1I POI T roR SETTING MlCHINiRY IN Mo,roN, AND 0~ 
COURSE COMPLETE COVIRAGI WOULD NOT ~I GUARAN D. EACH 

AC COUNTRY OUTS Di IEC WOULD MA , ITS OWN AIRANGEMINTS 
. O,LD NOT B ON1. tARGI MULTILATERAL AGREIM NT. 

U C COUNTRY RIPLIIS HAVI BEIN RECEIVED, IT IS NOT 
HETHIR OR NOT THIS PROPOSAL VILL »I INCLUDED IN 

I . TERR~ND'S ADDRISS. U.S. SROULD HOWIVER BE PftEPARED 
SUCH A PROPOSAL. 

- (F) AS FOR CONTENT OF DIVILOPMINT PROGRAMS, FRENCH SAY 
THEY WILL UNDIRLINI PRIORITY or FOOD SELF-SUFFICI NCY WITH 
EMPHASIS ON RURAL DIVELOPMENT AND INCRIASID AGRICULTURAL I 
PRODUCTION OF BASIC FOODSTUFFS RATHER TRAN EXPORT CROPS. 
THIY ADMIT THAT UNTIL R!CINTtr FRANCE DID NO! srrrr1cr~NTLY 
ENCOUR!Gl 100D PRODUCTION AND OFTEN NEGLECTED I' FOR OTHER 
TYPES OF DliltOPMENT. PARTI fT_%.-jl~-.y;,o~ THI LLDC'S THEY 
BILIEVE TRIS SHOULD Bl A BA IC THRUST OF DEVELOPMENT. A 
s~coND PRIORITY FOR THIM IS • NIN~ ~s CI!LLY TRAINING 
AD!PTID TO THE R ~At NEIDS or T ~ DC'S TO STRESS TRAINING 
OJ EFFICIENT FARMERS. AGAIN, THEY ADMIT T EY B!V NOT 
GIVEN APPROPRIATE ATTENTION TO THIS MATT P. 
- (G) IN LINE WITH CONTRACTUAL CONC~PT MEN'IONED ABOV 1 , 

FRENCH BELIJ:iJ:, ON INDIVIDUAL COUNTRY LIVEL, TfiAT DONORS 
SHOULD CLOSJLT COORDINA!t THEIR ASSISTANCE AND COUNTRY 
PROG1tlHS SHOULD INCLUDE A DIAGNOSTIC PROCESS ~O CL?.ARLY 
SP~LL OUT PFIORITY AREAS, POLICT CHANGES REOUIRED, AND 
COORDINATED PLAN ING ~!TWE N THE DONORS AND RECIPI TS. 
- (H) iNC ARE DISTRESSID BY FAILURE OF G-77 DOCUMEN 
TOM !ION ITHER EN RGY OR POP LATIOi MATTERS. TRY 
STATI T LEAVING OUT ENERGY W S SIMPLY POLI IC. L 
DECISION !O AVOID ANT CONFLICT WITH THE OP C COUNTRI S. 
FRANC ' BILI VIS THAT ENIRGY MU T ABSOLUTELY B ' AISED ! 

n G 

., • 't 
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AN ESSENTIAL ISSUE AT THE CONFERENC !ND "-'LANS TO INCLUDE 
THIS IN THEIR PRESENTATION. 
- (r) FRINCH SAY THEY PLAN TO CALL UPON OP~C COUNTRIES 
0 COMPLEMIN~ TRE EFFORTS or THE INDUSTRIAL COUNTRIES AND 

BT 
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DIP.ARTH T ALSO PASS AA/AFR, AID/V 
TO •Al THEIR FAIRS .A.RI OF TBE BURDEN IN HELPINl TKE 
LLDC'S AND INCR AS THIIR AID IN SUJS!ANTIAL MANNER. 
'l'HIY POI TOUT !RAT HILi OPIC DOIS PROYIDE 1 R LATIV!LY 
LARG, AMOUNT TO LLDC'S, TH ASSI TANCI COMES PRIMARILY 
F OM TWO 01 !II OPEC GOUNTRI S/FU~DS, AND IS ACCO DID 
TO A LI ITED NUM~ER 01 LLDC'S. fl CH T EREFORI ROPE TO 
P SUAD MOR OPIC COUNTRIES O PROVID! AID AND TO NL!RGE 
THE NUHBli or LLDC'S TO WHICH AID IS PR SINTLT GIVEN. 
- (J) lR NC AR ALSO THINKING 01 FLOATING ANO! RID A 
FOR OPIC AS I ANCI. '!'Ht PROPOSAL WOULD BE FOR THh OPIC 
COUNTRI P OVIDP. ~C~ SION~ P~TROLFU~ PRODUC~S TO 
LLD C ~ M , 13 S T r: " I - • S • 
AD CANADA, FOR EXAMPLE, PROYID~ CONCiSSIONAL JOOD. 
'l'Hlfl VIEW IS TOlT SINCI OPIC BIS NO roo» BOT Oott HAY 
OIL, D r.yy ! • !U ~ RIC IMPORTED ENERGY R '.PRESENTS 
FOR TH LLDC 'S, OPEC SH OUtD '1'AC I 'I'S R P.ON SI.!IlJ TUS. ... 
AGAIN WE Rt O'f SURE HOW, WBIN ., OR IF THIS PROPOSAL WILL 

PR ENT • 
- ( ) IN DI s ·uss IONS I'l'R THI ENC ' "iIOWEVER, IT Is 
DOUBTFUL THA IT WILL BICOM I lOLVED IN POPULATION 
QUES IONS AT LEAST IN A PUELIC 10RUM. IT SHOULD B NOTED 
lN THIS R 1 !HAT FRANCE HA U~'l'IVE PROGRAMS '1'0 INCRli'AS · 
THE 1RINC IRTBRATJ. 
- CL). C SAT TREY lRVi OPPOSED TO ANT ADDITIONAL 
WIN~, ORGANIZATION/HICHANISMS AND ATP ESEN 
ORGANIZATIONAL ARRANGEMENTS SHOULD B USID. TREY DO NOT 

SR TO SEI t, INCRIASID ROLi 10 UNC'l'AD, :BILI VI~G '1'HA'l' 
DP AND ,on "JANK AR :BET'fER QUALIFIED .TO CARRY OU'l' 

rotLOW UP ON THE COUNTRY LEVit. '!'REI BILIIVI ONCTAD 
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DEPARTMENT PASS TO ALL AMERICAN DIPLOMATIC POSTS 

BRUSSELS ALSO FOR USEC 

E. 0. 12065: GOS 8 / 17 / 87 (DUNCA N, ROBERT 8 . ) OR-E 
TAGS: _ECIN , ECON, AID, PEDFU , FR 
SUBJECT: CONSULTATIONS WITH FRENCH ON CARIBBEAN BASIN 
INITIATIVE 

REF: STATE 210640 

1. AS REQUESTED PAR A 12 REFTEL, EMBASSY OFFICER ON AUGUST 
17 MET WITH JEAN FARGUE, QUA! . DEPUTY DIRECTOR FOR CENTRAL 
AMERICAN AND CARIBBEAN AFFAIRS , TO SEEK FOLLOW-UP FRENCH 
~EACTION ON THE REFTEL US PRESENTATION. 

2. IN RESPONSE TO OUR REQUEST FOR A REPORT ON THE RECENT 
VISIT OF FRENCH FOREIGN MINISTER CHEYSSON TO THE CENTRAL 
AMERICAN REGION AS IT CONCERNED ECONOMIC ASSI STANCE , 
FARGUE SAID HE HAD TO DEPEND ON THE WRITTEN MEMORANDA OF 
THE VISIT BECAUSE FARGUE DID NT ACCOMPANY CHE YSSON AND 
HAD NOT RETUR NE D TO PARIS FROM VACATION BEFORE CHEYSSON 
LEFT ON VACATION. 
3. ACCORDING TO F AR GU E, CHEYSSON' S MAIN ECONOMIC MESS AGE 
WAS TO URGE THE CENTR AL AMERICAN COUNTRIES TO COORDINATE 
A POSITION AMONG THEMSELVES FOR A UNIFIED NEGOTIATION 
WITH THE EC TO INCREASE BENEFITS FOR THE REGION . THE 
FRENCH HAD DISCUSSED THIS APPROACH WITH THE GERMANS IN 
ADVANCE AND BOTH CHE YSS ON AND THE GERMANS ~ENSCHER) 
TO LD THE CENTRAL AMERICANS THEY WOULD SUPPORT A COORDINATED 
CENTRAL AMERICAN NEGOTI AT ION REQUEST TO THE EC . "IN THIS 
REGARD, FARGUE STRESSED THAT THE EC HAD THE ABILITY 
TO AID NON-ACP STATES. FARGUE NOTED THE FOREIGN 
MINISTERS OF THE CENTRAL AMERICAN REPUBLICS EXCEPT 
GUATAMALA HAD DISCUSSED CHEYSSON' S UNIFIED NEGOTIATION 
PROPOSAL FURING THEIR RECENT MEETING IN TEGUCIGALPA, AND 
FARGUE HAD THE IMPRESSION THEIR REACTION WAS FAVORABLE, 

4. WITH REGARD TO THE CBI , FARGUE SAID HE HAD THE IMPRES
SION FROM CHEYSSON' S TRIP REPORTS THAT THE CENTRAL 
AMERICANS WERE NOT "AU COURANT" OF THE VARIOUS PROPOSED 
MEETINGS THAT RYAN HAD MENTIONED TO CUVILLIER. 

5. TURNING TO BILATERAL FRENCH AID, FARGUE SAID THE 
FRENCH WERE GOING TO TRY . TO INCRE ASE THEIR ASSISTANCE. 
HE SPECIFICALLY MENTIONED SOME FOOD AID FOR COSTA RICA 
BY THE END OF THIS YEAR. THE FRENCH WERE 
ALSO CONSIDERING NEW FINANCIAL PROTOCOLS FOR INVESTMENT 
PROJECTS IN COSTA ~ICA, HONDURAS, AND NICARAGUA. THESE 

INCO MING 

TELEGRAM 

6441 

CIAE-00 
L-03 
SIL-01 

PROiuCO[S WOULD INVOLVE ABOUT 50 MILLION FRANCS FOR EACH/. 
COUNTRY AND WOULD BECOME AVAILABLE IF THE UNSPECIFIED 
INVESTMENT PROJECT WERE FINALIZED. FARGUE CONCLUDED /; 
THE f'~ErWI I I IOf"EO IO DO MDRE AND WERE GOING TO TRY TO 
ENCOUR AG E PRIVATE FRENCH INVESl'Mrnl 11<1 I ME REGION. 
CH · 

CONF ~ENT I AL 

DECLASSIFIED 

NLRRJnQJ-0 f'J -Fl'!AfZ_, 
av. UJ NARA DATE5µ:!i jtv 



.. : " ' -EDITORIAL/OPINION 

·_· JP_;ut::i 
, ,ml Q... i 

THE JOURNAL OF COMMERCE, Thursd,M ¥tgu 7, 1981 . 
. . . ' y" . 

~as 1Vlitteri;and Changed ,View of -Busiifess1\ 
. By ARNOLD McKAY ' . is particularly ·trueof the SO·Called -------------

Journal of comme,ce staff small ,and medi11i;n-size enterprises - PA R-1 $ LETTER monopoly seized all .foreign cigarettes . 
at a warehouse to force• people to 
·"smoke French." The action was PARIS - President Francois Mit- . firms with 10 t.o 500 employ~es -

terrand marked his first hundred days whe_re a majority of .Frenchmen work 
in -office last week with a :tribute to and tum out mor~_than ,a tl!ird of ,the 
private enterprise - 1 and an ,ma- country's exports. · · 
bashed plea for 'its support .:_ that Mr. Mitterrand's kiri<) words. for 
drew reactions ,' more · or· less ·across business were 'in faGt a_ccompanied by · 
the ideological spectrum, of "how'.s the announcement that he · has -in· 
that again?!' · · - · struc~ed Prime ·Minister Pierre Mau-

.Businessmen .were settling in nice- .· roy's -- government to cQme ·up, _by 
'ly to· their· rohi · o.f naughty boys who Sept. 15, with a set of measures to 
nee<led to be punished. Mr. Mitter- enc.ourage :expl!,nsiol), and hence erri
rand had always made thein feel'they . ployment; ' by . . sm;dl and medium-size 
had it coming and since ·the Socialists · businesses. · . . · . .. 
caine to power on his bandwag!)n · .. Just what th.t!Y'll · pe; apd more 
many of them,. ahd not tlie least, have important, whether tl)efll work, . .ir.e.... 
scolded · away in har'sh· a.nd menacing unanswered questions. · . · 
tones. · · .... .-- ·· Mr. Mauroy and .. -sever.al of his · 

What it' amounts, to.:.-- apparently ministers have <lone.a great deal to. 
100 days did the trick - is , that the undermine business confidence fur
euphoria of ·victory _has largely van- ther since-Mr. Mitterrand's election. 
!shed and Mr. Mitterrand is seeing . Ti)e prime minister, inaugurating 
things more clearly now:· · • a pew. highway in- Poi tiers on July 26, 

After last week's C.ibiqet meeting, vowed that .businessmen whose firms 
he had Pierre Beregovoy, secretary got intQ· ,!lifficulty through their own 
general of the presidency, inform t)le 
press that "heads of businesses 
should not be tre<1ted as scapegoats, 
but trusted so they- take part in the 
effort to create jobs,' reconquer . the 
domestic ·market and-update tec!mo-
logically. · ' 

~'incompetence" . would tie de<1l.t wjth touched off by the three-week layoff · 
·"sternly," which .included tbe'attach• of 223 workers manufacturing the 
meat of their ''personal chattElls.'' · French ··-Gitanes brand because of 

.. Business organizat_ions were out- 'la!tging sales 'and huge stocks• · ' · .. 
raged. . .· . -It is o( course nationalization 

Who is to judge a .. bu~inessman's itself, and . its· use by unions "to 
competence in . times . o~ wqrldwide increase "worker powei:" in enter-
recession and monetary disorder, an prises, that most c)isturbs tiusi~~~s- · 
employers' association Jei1der from men. · 
Mr. Mauroy's home district 9emand- And the unions are making, "it 
ed. , · · · .. increasingly 'plain ·that they will_-nbt 

A few days earlier: the minister of ,. hesitate to . act against the •\')e:W 
labor; Jean Auroux, : had · issueµ ·a administration, by strike ih1ecessacy, 
statement on··· the pendirig amnesty to Increase their power. ' 
Jayj saying ·that it would · be "very · In view of all this , business 
liberal" to workers sentenced for spokesmen have remained highly 
offenses committed duripg Ja~or d_is• . skeptical of Mr. Mitterrand's appeal 
putes but "much stricter regard.ing· for their support. ''Ilhey are telling· him 
offenses committed by employers." what' they · expect; it remain~ 'to be 

The Conseil National du .·Patronat seen how much tlieill get. 
Francais - the· national .. employers .. At this writing, it doesn't look all 
association - came out with a strong · bad. If, on Thursday, Michel Rolant,- a 
statement decry.ing the injustice of national secretary of the CFDT was 
applying a law differently according able to -claim ''.substantial anq ·posi-
to the social origin of tlie offender. · . ·- tive progress'.' at a meeting -with.Jean 

However, the Jaw has been passed · le Garrec, · the secretary. of state. -in 
as the Socialists drafted it and firms charge. of nationalization, . the same 
are being forced to- take ·back men day Mr .. Au_roux, the labor · minister, 
fired for ille11al acts. affirmed that unions wo11ld not be 

Last week, for example, Groupe given veto power over a11 employ~r's 
"For the president," Mr. Berego

voy said, "there Is an obvious need to 
. assQGiate. the heads of business enter
prises with the national j_ob-creation 
effort and this means ·defining .a 

des Assurances Nationales, a nation- decision to cut staff. · · · 
., alized insurance company, .agreed to lf~holas , ittEir- · 

rehire a ~hop steward_ belongin~ to the ral),fl comes through wl~h the help 

coliere_nt policy-:toward them." . 
Quoting . this last passage ,in a 

front-page editorial the next. day, le 
Monde -commente<f:; "lt could scarce- . 
Jy be better put that there hasn't been 
one up to now." . ' ' 

A paper less .charitably dispos_ec! 
toward . the. new regime •. ]~ Quotidien 
de Paris, quippecl about t)le scapegoat 
line: "how painful it must have been 
for Francois Mitterraria io say it." · 

There is very strong evidence that 
· Mr. Mitterrand -is not all inclined to 
leave businessmen with their faces in 
·the carrier l!Ven ·• if he could get away 
with it. The point is he capnot. .FRANCOIS MITTERRAND ' 

No inatter how many 'jobs are The. ·Fren ~h· president surprisingly 
t m e-:-\trt~ei;,i ·has toned down his socialist rhetoric 
;, ent- can be made in uneinploymen after · hi s first, hundred days I~ office 

ti! the ptivate ·sector picks \JP, This With a tribute to private enterprise: 
-,-;.+-· --:-"---" .. -.. __ .:.:...._~ __ :.:..:.· ~ --:.,..::"~:~ __ ,,;,_ _ __,, ·- - - - -

com,mumst-led CGT who was fired fodtnall and medium businesses he has 
illegal restraint of th. e company chair- promised; then his unexpected tribute 1 
m<1n in 1979. F[ve·CGT militants ar to th~ private sector may indeed / 

--being taken back into the Paris _bu mark a turning point. // 
and subway system- and four nationa. ~we,.'eP, the iatorroed -reader is-
railways engineer trainees .who didn't ; advised to draw no conclusion.· · . ·• 

·make the grade are to - be . given Jacques Attali, one ·of Mr: Mitter-
another chance. '' ;; I rand ' s ' key economic advisers / ex-

' From the union point of. view, of plained in 'Iris 1978 book "La Nouvelle 
course, this is only justice, Unfortun- Economie Francaise!' that ·small .a.!1d 
ately, it seems · ~ have · bred an medium-size private enterprises :.ire 
atmosphere -In Which unions· take the -· indispens_able to Socialist plans. · 
Jaw into their own h_ands with impuni- "Better thap ·others, they ciln 

· ty these days-. · adjust rapidly · t6 demand, develop 
-R~cently union members havl! innovations, get small teams of spe-

"confiscated'' a shipment of video- cialists to cooperate .ind have favora-
disc components to prevent Thomson- ble relations with their customers and 
Brandt, the large eleetronics group . suppliers," he wrote (on page zoo j:,· 
slated for nationalization, from going _But on page 207 he ' noted : " when 
through with a deal _for manufacture they become significantly inflµential 
in Japan. .. . . ,, . over modes of production, they will be 

And unions at the·· st.ite_ 'tobacco nationalized.''. · ~, 
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UNCLAS SECTI ON 01 OF 09 PARIS 25849 

USEEC 

PASS FEDERAL RESERVE, COMMERCE, LABOR 

EA 12lJ6S:NA 
TAGS: EALR, EGEN, FR 
SUBJECT: FRENCH FINANC IAL AND ECON OH IC DEVEL OPHENTS 
REF: PARIS 2432.0 

1. SUMMARY 

THE WEAKNESS OF THE FRANC HAS CONTINUED BEYOND THE 
AUGUST 15 "TARGET DATE" FOR EMS REALIGNMENT . THE 
BANK OF FRANCE HAS STABILIZED HONEY MARKET RATES, 
ABANDONING, AT LEAST FOR NOW, ATTEMPTS TO HOVE DOWN 
DOMESTIC INTEREST RATES RELATIVE TO THOSE PREVAILING 
INTERNATtONALLY . . ~--· ~ - - --· 

PRESIDENT MITTERRAND HAS ASKED THAT MEASURES BE TAKEN 
IN SEPTEMBER "TO ACCELERATE THE RECOVERY IN ECONOMIC 
ACTIVITY, " AFTER NOTING THE CONT INUING RISE IN 
UNEMPLOYMENT. IN JULY, THE UNEMPLOYMENT RATE ROSE 
TO 8.1 PERCENT. HOWEVER, THE INCREASE IN THE NUMBER 
OF NEW UNEMPLOYED IS SLOWING DOWN. THERE ARE OTHER 
INDICATIONS THAT THE WORST MAY BE OVER FOR ECONOMIC 
ACTIVITY IN FRANCE. INDUSTRIAL PRODUCT I ON ROSE IN 
JUNE, AND THE JULY BANK OF FRANCE SURVEY ALSO 
INDICATES AN IMPROVEMENT IN PRODUCTION, THOUGH A VERY 
LIMITED AND FRAGILE ONE. RETAIL PRICES ROSE 1.7 PERCENT 
IN JULY, DUE IN LARGE MEASURE TO PUBLIC SECTOR PRICE 
INCREASES. THE BALANCE OF PAYMENTS DEFICIT NARROWED 
SHARPLY IN THE SECOND QUARTER, THE RESULT OF LOWER 
I HPORT GROWTH DUE TO THE WEAKNESS OF THE DOMESTIC 
ECONOMY AND MORE BUOYANT EXPORTS. THE SERVICES 
ACCOUNTS I HPROVED AS WELL. HOWEVER, THERE WAS A FF 22 
BILLION DROP IN FRANCE ' S EXTERNAL MONETARY POS ITION 
REFLECTING CAPITAL OUTFLOWS LINKED TO THE ELECTORAL 
SEASON'S POL IT I CAL CL I HATE. BUDGET HIN I STER FABIUS 
IN A RECENT INTERVIEW SAID THAT FF 30 BILLION IN ADDITION
AL RECEIPS MUST BE FOUND TO LIMIT THE 1982 DEFICtT TO 
FF 95 BILLION, AND CONFIRMD THAT A WEALTH TAX 
WILL BE IMPOSED TO SUPPLY PART OF THE NECESSARY 
ADDITIONAL FUNDS . THE 1981 BUDGET DEFICIT DURING 
THE FIRST FOUR MONTHS WAS, ACCORDING TO DATA ON TREASURY 
OPERATIONS, 38 PERCENT LARGER THAN THE PRECEDING YEAR 
DEFICIT. THE GOF ANNOUNCED THAT IT WILL FLOAT ITS FIRST 
POST ELECTION BOND ISSUE IN SEPTEMBER. 

SI L-lll 

END SUMMARY. 
-3. HONEY AtlD EXCHANGE MARKET 

I NT ERE ST RATES 

1' _· ~:~ 
. 11.P >"t) 
~ 'rl~· 8/12 

DAY TO DAY 
ONE MONTH 
THREE MONTHS 
SIX MONTHS 
ONE YEAR 

11 112 I# <.f" 
17 1/4 - 17 1/2 17 3/8 C11 S/8 f'J/IJV"' 

11 3/8 - 11 ,18 11 3/4 - 18 Ar, 
17 1/2 

16 7/8 - 17 1/8 17 1/4 - 17 31\/\ · 
16 1/2 - 16 3/4 16 3/4 - 17 

EURO-FF, ONE MONTH 33 

sh0 
PUBLIC SECTOR BANKS 17.04 

EXCHANGE RATES 
DOLLAR 
ST ERL I NG 
DH 
SWISS FRANC 

8/12 

6.117 
lll. 87 
2.40 

2. 81 

lNSEE STOCK PRICE INDEX 8/7 
BASE 180, 12/31/80 
FRENCH 85. 3 
FOREIGN 1S7.S 

DIVI SE - TITLE 7.36 . - 7.41 
• (FINANCIAL FF/$ RATE) 

3L 

8/21 
17, 83 

8/21 

S.96 
lll. 94 
2.39 

2. 76 

8/21 

86. 1 
154. 8 

7.1S-7.18 

THE WEAKNESS OF THE FRANC WITHIN THE EMS HAS PERSISTED 
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AMCONSUL STRASBOURG POUCH 

UNCLAS SECTION 02 OF 09 PARIS 25849 

BEYOND AUGUST 1S, THE FOCUS DATE FOR EXCHANGE 
MARKET EXPECTATIONS OF EMS JEALIGNMENT. AS OF 
THE 20TH, THE BANK OF FRANCE'S FOREIGN EXCHANGE 
RESERVES HAD DROPPED FF 9 BILLION FROM AMOUNTS 
REPORTED. AT THE END OF JULY. THE BANK OF FRANCE 
HAS STABILIZED ITS HONEY MARKET INTERVENTION 
RATES, ANO HONEY MARKET RATES AT LONGER TERM HAVE 
MOVED UP SINCE, IN VIEi/ OF THE WEAKNESS OF THE FRANC, 
PEOPLE NO LONGER EXPECT THE BANK TO ACTIVELY PUSH 
INTEREST RATES DOWN. INTEREST RATES ON BONDS, 
ON THE OTHER HAND, MOVED 00\./N A LITTLE OVER THE 
PERIOD, \/ITH THE EXCEPTION OF GDF ISSUES. 
FRENCH STOCK MARKET PRICES ROSE IN THE 
BASIS OF GDF STATEMENTS THAT THE "LOi MONDRY" 
GIVING FAVORABLE TAX TREATMENT TO STOCK INVESTMENT 
\/ILL NOT BE RESCINDED, AND A BELIEF AMONG SOME 
INVESTORS THAT NATIONALIZATION I/ILL BE LIMITED 
TO HOLDING COMPANIES AND THAT COMPENSATION I/ILL 
BE ADEQUATE . THE PREMIUM OF THE "DIVISE-TITRE" 
OVER THE MARKET $/FF EXCHANGE RATE STABILIZED 
AT 21 PERCENT. PRICES OF FOREIGN STOCKS FELL, 
REFLECTING TRENDS IN THE U,S. MARKETS ANO THE 
DEPRECIATION OF DOLLAR. 
·4, MITTERRAND: RECOVERY MUST BE ACCELERATED 

DURING LAST WEEK'S COUNCIL OF MINISTERS MEETING, 
PRESIDENT MITTERRAND NOTED THE CONTINUING RISE 
IN UNEMPLOYMENT AND ASKED THAT MEASURES BE TAKEN 
IN SEPTEMBER "TO ACCELERATE THE RECOVERY OF 
ECONOMIC ACTIVITY, PARTICULARLY IN JOB-CREAT I NG 
SECTORS", MEANING SMALL AND MEDIUM-SIZED FIRMS. 
ACCORDING TO ELYSEE SECRETARY-GENERAL BEREGOVOY, 
"FOR THE PRESIDENT OF THE REPUBLIC, THE NECESSITY 
TO ASSOCIATE BUSINESS LEADERS TO THE NATIONAL 
EFFORT TO CREATE EMPLOYMENT IS EVIDENT ANO THAT 
REQUIRES THE DEFINITION OF A COHERENT POLICY 
RELATIVE TO THEM. THIS POLICY SHOULD CLARIFY 
THE ECONOMIC RULES OF THE GAME, ELIMINATE 
OBSTACLES TO INVESTMENT AND JOB CREATION, IMPROVE 
THE IMAGE OF BUSINESS LEADERS IN THE COUNTRY 
AND ASSURE THAT THE CONDITIONS EXIST FOR A REAL 
COOPERATION BETWEEN HEADS OF BUSINESS AND EMPLOYEE 
ORGANIZATIONS IN THE SHALL AND MEDIUH·SIZEO FIRMS." 
SPECIAL MEASURES FOR THESE FIRMS HAVE ALREADY 
BEEN PROVIDED: GOVERNMENT PAYMENT FOR PART OF 
THE SOCIAL SECURITY COSTS NORMALLY PAID BY THE 

EMPLOYER, ?REFERENT I AL INTEREST RATES ANO LOANS FUNDS. 

PARIS 25849 02 OF f/9 281857Z 

THE ADDITIONAL MEASURES UNDER CONSIDERATION 
REPORTEDLY INCLUDE THE INCLUSION OF SHALL FIRMS 
IN CONTRACTS ARISING FROM THE GOF'S INDUSTRIAL 
POL I CY TO ENCOURAGE INNOVATION, AND THE USE OF 
REGIONAL REFORM MEASURES TO PERMIT SELECTIVE 
ECONOl11C STltlULUS. THERE ARE, IN ADDITION, 
MEASURES UUDER CONSIDERATION TO FACILITATE 
SHALL AND MEDIUM FIRMS' ACCESS TO CAPITAL, 
MEASURES TO REDUCE INHERITANCE TAXES AS THEY 
AFFECT SMALLER FlRHS, A REVI SION OF THE SYSTEM OF 
PAYMENTS TO BENEFIT SMALLER flRMS, AND THE 
WAIVING OF A POSSIBLE FUTURE GDF VETO ON LAYOFFS. 
SPECIFIC MEASURES UNDER CONSIDERATION REPORTEDLY 
INCLUDE THE USE OF NATIONALIZED FIRMS TO DIRECT 
SUB-CONTRACTS TO SMALLER FIRMS, AND A REQUIREl1ENT 
THAT LARGE INSTITUTIONAL INVESTORS USE A PART OF 
THEIR FUNDS TO PURCHASE STOCK OF SMALLER COMPANIES . 
-5. UNEMPLOYMENT -- JUL/ 

THE SEASONALLY ADJUSTED NUMBER OF JOB SEEKERS 
INCREASED 1. 3 PERCENT FOLLOWING A 1. 7 PERCENT JUNE 
INCRE ASE, 2S. 8 PERCEtH UP FROM M YEAR AGO. THE 
UNEMPLOYMENT RATE \/AS 8. l PERCENT IN JULY. 
HOWEVER, THE \/ORSENING OF THE EMPLOYMENT SITUATION 
REDUCTIOSEEMS TO BE SLOI/ING, SINCE THESE 
HONTHL Y INCREASES ARE MUCH LOWER THAN EARL I ER 
IN THE YEAR. THE SEASONALLY ADJUSTED NUMBER OF 
UNFILLED VACANCIES DECREASED 0.9 PERCENT AS 
\./ELL FOLLOWING A 4.1 PERCENT JUNE DECREASE, 
22. 7 PERCENT DOWN FR0M A YEAR AGO. . 

JULY PERCENT CHANGE 

UNCLASSIFIED 
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ACTI _ON EUR-12 

INFO OCT-01 ADS-00 A I D-07 INR-lll SS-15 CIAE · 00 
EA-12 
DOE-10 
FRB-01 

ICA-1~ H-01 lli:fil. NSAE-00 COME-00 
OP I C-07 PA-02 CEA-lll OMB-01 STR-11 
XMB-04 AGR-01 SP-02 SPRS-02 /133 I/ 

-- - ---------- -----111202 282234Z /72 
R 281820Z AUG 81 
FM AMEMBASSY PARIS 
TO SECSTATE 1/ASHDC 0603 
DEPARTMENT OF TREASURY IIASHDC 
I NFC AMEMBASSY BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY LON DON 
AMEMBASSY ROME 
AMEMBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
AMCONSUL MARSE ILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECT
0

ION 03 OF 09 PARIS 25849 

THOUSANDS JULY/JUNE JUNE/MAY JULY 81/80 

JOB SEEKER SA 1,849.0 
UNFILLED 
-VACANCIES SA 
UNEMPLOYMENT 

66. 6 

-RATE PERCENT 8. 1 

1. 3 

- 0. 9 

PRELIMINARY RETAIL PR I CES -- JULY 

1.7 

-4 . 1 

25.8 

-22. 7 

FIRST ESTIMATES IND I CATE A 1. 7-1.8 PERCENT INCREASE IN 
RETAIL PRICES, FOLLO\/ING A 1. 0 PERCENT JUNE INCREASE. 
THE INCREASE IN PUBLIC SECTOR RATES, ELECTRICITY 
AND NATURAL GAS, PROBABLY ACCOUNTED FOR 1/4 OF TH IS 
INCREASE. 
-6 . FRENCH FOREIGN TRADE --· JULY 

THE FRENCHTRADEDEFICIT, (FOB-FOB) SEASONALLY 
ADJUSTED, \/IOENEO FROM 5. 9 BILLION FRANCS IN JmJE 
TO 6. 1 BILLION FRANCS, COMPARED \/ ITH A 6. 6 BILLION 
FRANC DEF I CIT IN JULY 1980, 

IMPORTS I NCREASED 0.9 PERCENT FOLLO\/ING A 7.0 
PERCENT JUNE INCRE ASE , 14. 9 PERCE NT UP FROl1 A 
YEAR AG O, WH I LE EXPORT S I NCREASED IJ. 6 PERCEN T 

FOLLOWING A 2. 0 PERCENT JUNE INCREASE, 18. 6 
PERCENT UP FROM A YEAR AGO, 

ON A NON-SEASONALLY ADJUSTED BASIS, THE 
DEF ICIT WIDENED FROM FF 2.6 BILLIOH IN JUNE TO 
FF 3,9 BILLION IN JULY, RESULTING IN A FF 28. 7 
BILLION DEFICIT FOR THE FIRST SEVEN MONTHS OF 
1981, COMPARED \/ITH A FF 35.6 BILLION DEFICIT 
FOR THE SAME PER I OD OF 1980. 

DUR I NG THE MONTH, THE NET ENERGY BILL WAS FF 
14. 3 BILL ION, AND TRADE IN HOUSEHOLD DURABLE GOODS 
AS \/ELL AS OTHER CONSUMERS GOODS \/ERE IN DEFICIT. 
ON THE OTHER HAND, TRADE IN PROCESSED FOOD AND 
AGRICULTURE, AUTOMOBILE AND TRANSPORT EQU I PNENT, · 
AND CAPITAL GOODS RESULTED IN LARGE SURPLUSES. 
11.7, 2.6, ANO 1.7 BILLION FRANCS RESPECTIVELY.) 

FRENCH TRADE (FOB-FOB) 
JULY PERCENT CHANGES 

BILL I ON F. JULY/ JUNE JUNE/MAY JULY 81/80 

EB-08 
L AB-04 
SI L-01 

IMPORTS SA 
EXPORTS SA 
BALANCE SA 
BALANCE NSA 

54. 4 
48. 3 

·6. 1 
-3. 9 

0. 9 
0.6 

- 7. INDUSTRIAL PRODUCT I ON -- JUNE 

7.0 
2. 0 

14. 9 
18. 6 

INDUSTR I AL PRODUCTION, EXCLUDING CONSTRUCTION AND 
SEASONALLY ADJUSTED, INCREASED 1. 6 PERCENT 
FOLL0\11 NG A 0. 8 PERCENT HAY DECREASE, 4. 6 PERCENT 
DOI/N FROM A YEAR AGO. 

THIS MONTH'S INCREASE I/AS DUE TO 2 SECTORS: ELECTRICAL 
CONSTRUCT I ON, \/HI CH INCREASED 14. 5 PERCENT 
FOLLO\IING A 7. S PERCENT HAY DECREASE, AND AUTOMOBILES 
1/HICH INCREASED lS.4 PERCENT BUT \IAS STILL 12.9 
PERCENT DO\IN FRON A YEAR AGO. 

BECAUSE OF THESE LARGE SECTORAL INCREASES 
(\IHICH ARE PARTLY DUE TO THE METHODOLOGY AND 

THE SEASONAL ADJUSTMENT FACTOR) CAPITAL GOODS 
OUTPUT INCREASED 15. 8 PERCENT AND CONSUMERS 
GOODS 5. 5 PERCE NT. 

INDUSTRIAL PRODUCT I ON, EXCLUDING 
CONSTR1JCT I ON SA 

PERCENT CHANGE 
JUNE JUNE/MAY MAY/APRIL JUNE 81/80 

OVERALL 125 1. 6 -ll,8 -4. 6 
OF \/HI CH 

· ENERGY 125 -2. 3 3. 2 -2. 3 
INTERMEDIATE 
- GOODS 111 -2.6 0 -5. 9 

UNCLASSIFIED 
1. ) 
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ACTION EUR-12 
PARIS 25849 04 OF 119 281859Z 31 lll 

INFO OCT·.01 ADS-00 AID-Jl7 INR-111 SS-15 CIAE-110 EB-118 
EA-12 I CA·IS H-0'1 ~ NSAE-110 COHE-0.(! LAB-04 
DOE-111 OPIC-117 PA-02 CEA-01 OMB-01 STR-11 SIL-01 
FRB-81 XHB-114 AGR-01 SP-02 SPRS-82 /133 11 

------------------111207 282229Z /72 

R 28i820Z AUG 81 
FM AMEMBASSY PARIS 
TO SECSTATE 1/ASHDC ll6ll4 
DEPARTMENT OF TREASURY 1/ASHDC 
INFO AMEMBASSY BONN 
AHEMBASSY BRUSSELS 
AHEMBASSY LONDON 
AMEMBASSY ROME 
AMEMBASSY TOKYO 
AMCOUSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
AHCONSUL MARSEILLE POUCH 
AHCONSUL STRASBOURG POUCH 

UN CLAS SECT I ON 04 OF 09 PARIS 25849 

CONSUMERS GOODS 140 
CAPITAL GOODS 154 

5.3 
15.8 

-2.2 
-10. 1 

-s. 4 
2.0 

THE 3 MONTHS MOVING AVERAGE, A BETTER INDICATION 
OF TREND DECREASED FROM 125 "JO 124, SHOIIING A 
RELATIVE STABILIZATION AFTER SEVERAL MONTHS OF. 
DECLINE . 
-8. GOF BONO ISSUE 

THE GOF HAS ANNOUNCED THAT IT WILL OFFER A FF 
8 BILL ION, 6-YEAR BONO ISSUE AT A RATE OF 
16. 75 PERCENT ON SEPTEMBER 10. IT I/ILL BE THE 
FIRST SUCH ISSUE SINCE THE ELECT I ON AND ONLY THE 
SECOND THIS YEAR -- THE FIRST ISSUE, FOR 111 
BILLION, \/AS PLACED IN JANUARY. HIE ISSUE \/ILL 
PROVIDE THE SAME TAX ADVANTAGES AS OTHER GOF BONDS -
A FF 3,000 DEDUCTION FOR INTEREST EARNINGS, A 
PREFERENTIAL TAX RATE ON EARIIINGS ALONE FF 3,000, 
AND EXEMPTION FROM 1/ITHHOLDING. HO\./EVER, IT 
\/ILL BE REIMBURSABLE ONLY AT THE ENO OF THE 
SIX YEARS. 

SOCIETE GENERALE. I/ILL BE THE LEAD BANK OF 
A CONSORT I UM OF 15 ANO A TOT AL OF 60 CONTRACT I NG 
INSTITUTIONS. 

THE INTEREST RATE OFFERED IS AL ITTLE ABOVE 
THE PRESENT MARKET RETURN ON SIMILAR ISSUES, 
AND HAS LED TO A SLIGHT I NCR EASE IN MARKET RATES 
TH IS \/EEK. THE ISSUE IS REGARDED AS A FIRST TEST OF 
INVESTORS' ATTITUDES TOI/ARD THE NEIi GOVERNMENT, 1/HICH 
\/ILL HAVE TO CONTINUE COMING TO THE MARKET FOR 
FUNDS TO FINANCE THE HUCH LARGER BUDGET DEFICITS 
FORECAST TH IS YEAR ANO NEXT. THE INTEREST COST 
ON THE ISSUE IS ESTIMATED AT FF 1.35 BILLION 
PER YEAR AND TOTAL COST AT THE END OF 6 YEARS 
AT FF 16 BILLION. 
-9. BANK OF FRANCE JUNE INDUSTRIAL SURVEY 

RESULTS OF THE BANK OF FRANCE INDUSTRIAL SURVEY 
COVERING JUNE ACTIVITY SHOii, AS DID THE INSEE 
SURVEY FOR THE SAHE PERIOD, A SLIGHT INCREASE 
IN PRODUCTION, BUT 111TH ACTIVITY STILL REMAINING 
AT A LEVEL LOI/ER THAN A YEAR AGO. UNLIKE 
INSEE, THE BANK ATTRIBUTES THIS SLIGHT INCREASE 
ESSENTIALLY TO "TECHNICAL ANO SEASONAL FACTORS . " 
THE INCREASE Ill CAPACITY UTILIZATION IS CONSIDERED 

PARIS 25849 04 OF ·as 281859Z 

DUE ro A PICK-UP THAT HAS OCCURRED AFTER INVENTORIES 
\/ERE ALLO\/ED TO DIMINISH, PARTICULARLY IN THE 
l ►ITE RMEOIATE GOODS SECTORS,_ BUT IT MAY BE 
ONLY A TEMPORARY ADJUSTMENT. COHSUMER GOODS 
PRODUCTION SHO\./ED A SEASONAL lNCREASE; HOIIEVER, 
NO IMPROVEMENT OCCURRED IN CAPITAL GOODS PRODUCT! ON, 
\IHICH HAS BEEN DECLINING SINCE MAY. UNEMPLOYMENT 
FURTHER INCREASED DURING JUNE IN MANY INDUSTRIES. 

DEMAND SHOIIEO A SLIGHT I NC REASE. THE 
POSSIBLE DOMESTIC CAUSE HAY BE STOCKBUILDING 
IN ANTICIPATION OF HIGHER PRICES. THE I NCR EASE 

. IN FOREIGN DEMAND IS PRESUMABLY DUE TO IMPROVED 
COMPETITIVENESS FROM A DEPRECIATING FRANC. 
OVERALL, INCREASED DOMESTIC DEMAND I/AS SOMEIIHAT 
STRONGER THAN FOREIGN ~EMANO AND THE BANK NOTES 
THAT FRENCH BUSI NESS USUALLY REACTS IN THIS 
1/AY PRIOR TO EXPECTED PRICE INCREASES.STILL, 
THE INCREASE IN DEMAND IS VIEi/ED AS VERY LIMITED, 
AS THE INCREASED COST OF MONEY IS SEEN AS A PRINCIPAL 
CAUSE FOR INVENTORIES STILL TO BE VERY HEAVY AND 
CAPITAL GOODS ORDERS TO BE LO\/. 

BUSINESS FORECASTS \/ERE MIXED: THE VIEi/ 
FOR JULY \/AS GOOD BUT THERE IS CONSIDERABLE 
UNCERTAINTY ABOUT THE POST-VACATION PERIOD. 
INTERMEDIATE GOODS PRODUCTION, 111 TH THE MAJOR 
EXCEPTION OF BUILDING INDUSTRIES, SHO\/ED YARYING 
DEGREES OF IMPROVEMENT IN JUNE, DUE TO WHAT ARE 
CONSIDERED TO BE LARGELY TECHNICAL ADJUSTMENTS, 
BEYOND THIS, .BUSINESS FORECASTS ARE FOR A RETURN 
TO FLAT ACTIVITY. CAPITAL GOODS -I/ERE THOUGHT 
TO BE THE SECTOR HARDEST HIT BY HIGH INTEREST RATES. 

UNCLASSIFIED 
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ACTION EUR-12 

INFO OCT-Bl AOS-GlJ A I D-07 INR-lll SS-15 CIAE-1111 
EA-12 ICA-1S H-01 tfil.::fil. NSAE-0/! COME ·00 
DOE-10 OPIC-07 PA-02 CEA-DI OMB·fll STR-11 
FRB-01 XMB-D4 AGR-lll SP-02 SPRS-02 /133 \I 

------------------111210 282231Z /72 
R 28lil 'l'lZ AUG 8\ 
FM AMEMBASSY PARIS 
TO SECSTATE \IASHDC li61J5 
DEPARTMENT OF TREASURY \IASHDC 
INFO AME11BASSY BONN 
AMEMBASSY BRUSSELS 
AHEMBASSY LON DON 
AMEMBASSY ROME 
AMEMBASSY TOKYO 
AHCONSUL BORDEAUX POUCH 
AMC ON SUL LYON POUCH 
AMCONSUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECT I ON .05 OF 09 PARIS 25849 

THE T\.10 INDUSTRIES \IHICH HAVE DONE \/Ell IN PAST 
MONTHS, AIRCRAFT MW ELECTRONICS, STILL SHOii THE 
BEST PRODUCTION, BUT SHO\I THEY, TOO, ARE EtlCOUNTERING 
DIFFICULTIES. NO IMPROVEMENT IS FORESEEN IN 
CAPITAL GOODS PRODUCT I ON IN COM I NG . MONTHS. 
CONSUMER GOODS DID \IE l l IN JUNE, BUT TH IS \/AS 
PRINCIPALLY DUE TO FOOD INDUSTRIES. OVER THE 
SHORT-TERM, THE SAME LEVEL OF ACTIVITY SHOULD 
CONT I NUE, 

OUTPUT IN THE CONSTRUCTIO~ INDUSTRY STAGNATED 
IN JULY, \IITH AN INCREASE EXPECTED OIUY AT THE 
END OF THE YEAR \/HEN GOF INCENTIVE MEASURES 
SHOULD BEGIN TO AFFECT ACTIVITY. RETAIL SALES 
PICKED UP IN JUNE. STOCKS OF INDUSTRIAL PRODUCTS 
ARE NO\/ CONSIDERED AT BELO\/ NORMAL LEVELS, AtlD 
EXPECTATIONS OF STRONGER SAL ES AFTER THE SUMMER 
HOLIDAYS, TOGETHER \IITH ANTICIPATIONS OF HIGHER 
INFLATION, HAVE LED TRADERS TO CONSIDER NCREASING 
ORDERS. 
·U!. BALANCE OF PAYMENTS -- SECOND QUARTER 1981 

THE CURRENT ACCOUNT DEFICIT, S.A., NARROIIED SUBSTANTIALLY 
IN THE SECOND QUARTER DUE TO BOTH A REDUCTION IN THE 
TRADE DEFICIT AND A LARGER SURPLUS ON THE SERVI CES 
ACCOUNTS. THE IMPROVEMENT OF THE TRADE ACCOUNT 
WAS DUE TO BOTH A SLO\IER RISE IN IMPORTS AND MUCH 
FASTER EXPORT GRO\ITH. THE SLOWDO\IN IN IMPORT 
VALUE \/AS LIMITED, HO\IEVER, BY THE LARGE INCREASE 
IN THE ENERGY BILL LINKED TO DOLLAR APPRECIATION 
FF 40.S BILLION AND FF 77.2 FOR THE FIRST HALF, 

COMPARED TO FF 72.6 BILLION IN FIRST HALF 1980), 
OESP I TE A SHARP DROP I N THE VOLUME OF IMPORTED 
01 l. BUOYANT AGR I CUL TUR AL SALES CONTRIBUTED 
TO TH IS YEAR'S RECOVERY IN EXPORTS. 

Al THOUGH INCOME IN SERVICES ROSE SHARPLY 
IN THE SECOND QUARTER,RECEIPTS FOR THE FIRST 
HALF AS A WHOLE \/ERE SLIGHTLY BELO\/ FIRST HALF 1980. 
THE BETTER TREND ON NET INVISIBLES IN THE SECOND 
QUARTER WAS DUE IN PART TO THE END OF THE EXCEPTIONAL 
BROKERAGE PAYMENTS RELATED TO EMERGENCY 
OIL SUPPLY CONTRACTS ARRANGED TO COMPENSATE FOR 
SUPPLY DISRUPTIONS AT THE BEGINNING OF THE 
I RAN· IRAQI \/AR. INCOME FROM LARGE PROJECTS ROSE 
LARGELY BECAUSE OF CONTRACTS CONCLUDED 

WI TH SAUD I ARAB I A. RECEIPTS ON TOUR I Sl1 WERE UP 

3112 

EB-08 
LAB-04 

SI L-fJl 

PARIS 25849 05 OF 09 2819002 

SHARPLY IN THE .SECOND QUARTER, BUT FOR THE FIRST 
HALF WERE ONLY A LITTLE UP FROM A YEAR AGO. 
ON THE OTHER HAND, THE DEFICIT ON TRADE-RELATED 

SERVICES ROSE, PARTLY AS A RESULT OF DOLLAR 
APPRECIATION. THE INVESTMENT INCOME ACCOUNT 
SHIFTED INTO SURPLUS IN THE SECOND QUARTER FROM 
A DEFICIT IN THE FIRST BUT \/AS STILL SUBSTANTIALLY 
BELO\,/ LASTYEAR'S SURPLUS, LARGELY BECAUSEOF 
LARGER PUBLIC AND PRIVATE DEDT SERVICE PAYMENTS. 
HIGHER INTEREST EARNINGS ON FRENCH FOREIGN EXCHANGE 
RESERVES LARGELY'OFFSET THE HIGHER INTEREST PAYMENTS 
ROSE SHARPLY, THE RESULT OFSUBSTANTIALLY HIGHER 
\IORKERS' REMITTANCES. 

THERE \/AS A VERY LARGE NEGATIVE SWING IN 
THE LONG-TERM CAPITAL ACCOUNT IN THE SECOND 
QUARTER. FRENCH EXTEtlS I ON OF EXPORT CREDIT EXPAIJDED 
AT THE SAHE TIME AS FRENCH DIRECT AND ESPECIALLY 
PORTFOL 10 INVESTMENT ABROAD SKYROCKETED. INWARD 
INVESTMENT, BOTH DIRECT eND PORTFOLI 0, STAB I l I ZED. 
THE OUTFLO\I OF LONG-TERM CAPITAL \/AS PARTIALLY 
LIMITED Bi LARGER DRA\IINGS UNDER THE NATIONALIZED 
ENTERPRISE BORR0\11 NG PROGRAM. I NF LOWS OF SHORT-
TERM PRIVATE SECTOR CAPITAL ROSE, BUT THERE \/AS 
A FF 14 BILLION NEGATIVE SHIFT IN THE ADJUSTMENT 
AND ERRORS AND OMISSIONS LINE. 

FRANCE'S EXTERNAL MONETARY POSITION DECLINED FF 
21 BILLION IN THE SECOND QUARTER, AS THE NET OFFICIAL 
RESERVE POSITION DROPPED FF 33.4 BILLION, WHILE 
THAT OF THE BANKING SECOTR ROSE FF12.9 MILL I ON. 
-11. BALANCE OF PAYMENTS -- SECOND QUARTER 

BILLIONS OF FRANCS 

UNCLASSIFIED 
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PAGE 01 PARIS 25849 lJ6 OF .0'9 2819113Z 3113 - PARIS 25849 06 OF 09 2819!l3Z 
ACTION EUR-12 

JARGE PROJECTS AND TECHNICAL 
INFO OCT-lll ADS-01! AID-07 I NR-19 SS-15 CIAE-110 EB-08 · COOPERATION 17. 0' 4. 0 S.1 

EA-12 ICA-15 H-01 lli.::fil. NSAE-00 CONE-0.0' LAB-04 INTEREST, DIVIDENDS AN_D OTHER 
DOE-10 OPIC-.07 PA-02 CEA-01 OMB-01 STR-11 SIL -01 CAP I TAl REVENUE 9,7 -ll,1 2.1 
FRB-01 XMB-04 AGR-01 SP-02 SPRS-02 /133 1,/ SALARIES AND OTHER 

-----· ---- ----- - -·111211 28223IZ /72 EARNINGS - -1 . 9 ·ll. 4 -0. 3 
R 281820! AUG 81 
FM AMEMBASSY PARIS 
TO SECSTATE \.IASHDC !1606 
DEPARTMENT OF TREASURY WASHDC 
I NF O AMEMBASSY BONN 
AMENDASSY BRUSSELS 
AMEM84SSY LONDON 
AMEt\BASSY ROME 
AMEMBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
AMCONSUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UN CLAS SECT I ON !l6 OF 09 PARIS 25849 

NON ·SEASONALLY ADJ US TED 
198!1 1981 IQ 1981 I IQ 

TRADE ·S2.3 ·13.2 -s. 0 
INVISIBLES 19: 2 -1.6 6. 6 
• BROKE RAGE 1.5 -2. I . 1.3 
- SERVICES 35 . 2 5.2 10. 2 
- TRANSFERS ·17.6 ·4.7 -4 . 9 
CURRENT ACCOUNT - -33. 1 -14 . 7 -1. 6 

CAPITAL MOVEMENTS 111.9 1.9 -7.3 
L.ONG TERN -4.5 -0. 4 -11. 3 
• EXPORT CREDI TS -15. 5 -3. 8 -6. 2 
- DIRECT INVESTMENT !l, 8 ·liJ.7 -2 . 3 
- PUBLIC SECTOR INVEST· 

MENT - 1. 0 -0. 5 -0.1 
• LOANS ·5. 0 -1. 7 -6. 3 
• PORTFOLIO INVESTMENT -6. 9 -2. 4 -7 .1 
- DRAWINGS ON FOREIGN BORROWINGS (NATIONAL I ZED 

ENTERPRISE BORRO\.I I NG 
PROGRAM) 23.0 8.8 10. 6 

SHORT TERM PRIVATE 15. 5 2. 2 4, 0 
• ADJUSTMENT ERRORS AND 

MISSIONS 21. 3 1. 4 ·15. 3 

CHANGE IN EXTERNAL MONETARY 
POSIT I ON /1/ 0. 9 11. 4 21. 0 

• BANKING SECTOR 29.0 20. 2 -12. 4 
• PUBLIC SECTOR -28. 2. -8. 7 33. 4 

TRADE -52. 3 -13.2 -5 . 0 
• EXPORTS 454.6 128. 4 141. 4 
• I MP ORTS -506.9 -141. 6 ·146.4 

/1/ INCREASE EQUALS (-) 

BALANCE Of PAYMENTS (CONT I NUED) 

NON-SEASONALLY ADJUSTED 

INVISIBLES 19.2 -1. 6 6. 6 
• BROKERAGE 1.5 -2. 1 -1. 3 
• SERVICES 

ACCESSORY CHARGES ON 
TRADE -3. 6 -1.3 -1. 5 

OCEAN TRANSPORT -3.4 -1.6 -2. 0 
OTHER TRANSPORT 5. 2 1. 0 1.1 
INSURANCE . -0. 3 

PATENT AMO OTHER RENTAL,,...---
INCOME -2. 2 ·0. 5 ·0. 5 

TOURISM 9. 4 1.5 3, 4 
OTHER SERVICES 0. 7 1.0 0. 2 
FRENCH GOVERNMENT 

TRANSACTIONS 3. 4 1.5 2.4 
TRANSACTIONS WITH OTHER 

GOVERNMENTS 0. 4 0'. 1 ll. 1 
TOTAL SERVICES 35. 2 5.2 10. 2 
TOTAL GOODS AND 

SERVICES - ·15 . 5 -10.1 6. 5 
- UNILATERAL TRANSFERS 

PRIVATE SECTOR -10. 3 -2. 4 -3. 2 
\.IORl{ERS' REM I TTANCES-10. 9 -2. 6 -3. 4 
OTHER 0. 6 0.2 0. 2 
PUBLIC SECTOR ·7. 3 -2. 2 -1. 7 

- TOTAL TRANSFERS -17. 6 -4. 7 -4. 9 
- CURRENT ACCOUNT ·33. 1 ·14. 7 1.6 

Q IVQ IQ !IQ 

SEASONALLY ADJUSTED 

CURRENT . ACCOUNT -8. 8 -11. 7 -2. 4 
BALANCE OF PAYMENTS (CONT I NUED) 

UNCLASSIFIED 
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281904Z 3115 PARIS 25849 FJ7 OF 09 281904Z 

INFO OCT-01 ADS-00 A I D-07 I NR-11! SS-15 CIAE-ll0 
EA-12 ICA-15 H-01 NSC-05 NSAE·SIJ COME-00 
DOE-10 OPIC-07 PA-82 CEA-IJl OMB-01 STR-11 
FRB-IJl XMB-114 AGR-01 SP-112 SPRS-02 /133 W 

----~------ - - -----111215 282233Z /72 
R 28182l!Z AUG 81 
FM AMEMBASSY PARIS 
TO SECSTATE WASHDC 0607 
DEPARTMENT OF TREASURY WASHDC 
INFO AMEMBASSY BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY LON DON 
AMEMBASSY ROME 
AMEMBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
AMCONSUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECTION 117 OF 09 PARIS 25849 

TRADE -13. 4 -11.3 -7. 7 
SERVICES . 9.8 6. 1 8. 7 
- OFWH I CH 
- COMMERC I Al -o. 4 -1. 6 -2. 6 
• LARGE PROJECTS AND TECHNICAL 

COOPERATION s. 2 3. 9 5.0 
• BUSINESS INVESTMENT ANO OTHER 

INCOMES 1.5 -0.6 1.3 
- TOUR I SM 2. 0 1.7 2. 4 

TRANSFERS -4. 4 -4.2 -4. 7 
-PRIVATE -2. 4 -2.6 -3 . 2 
- PUBLIC -2. ll -1. 6 -1. s 
·12. MINISTER OF ECONOMY FABIUS INTERVIEW TO 
JOURNAL OU O I MANCHE. 

IN HIS AUGUST 23 INTERVIEW, FABIUS REAFFIRMED THAT 
"THE 1982 BUDGET WILL BE USED AS A WEAPON IN 
THE WAR AGAINST UNEMPLOYMENT." HE SAID THE 1982 
BUDGET DEFICIT WAS SET AT FF SS BI LL I ON, COMPARED 
TO EARLIER PREDICTIONS OF FF 10B·05 BILLION. 
ACCORDING TO FABIUS, "THE DEFICIT IN PERCENTAGE 
TERMS \./ILL BE EQUIVALENT TO THAT OF 197S \./HEN 
VALERY GISCARD D'ESTAING, JACQUES CHIRAC AND 

JEAN-PIERRE FOURCADE ENACTED AN ECONOMIC RECOVERY 
PROGRAM. " HR. FABIUS SA IO THE DEFICIT \.IOUL O BE THE 
EQUIVALENT OF "ONLY" 2. 6 PERCENT OF GOP IN 1982, 
ANO MADE THE POINT THAT IN A NATONAL ACCOUNTS 
BASIS THE PUBLIC SECTOR DEFICIT WOULD BE SMALLER 
THAN THESE OF ITS MAJOR TRADING PARTNERS, 
AT 2. 4 PERCENT IN 1981 AND "SLIGHTLY HIGHER" IN 1982. 

THE GOF HUST FIND FF 30' BILLION IN ADDITIONAL 
RECEIPTS TO LIMIT THE1982 DEFICIT TO FF 95 
BILLION, SINCE SPENDING IS EXPECTED TO GRO\.I ABOUT 
25 PERCENT. FINAL DECISIONS HAVE REPORTEDLY NOT 
BEEN MADE, BUT FABIUS CONFIRMED THAT THE GOF WOULD 
IMPOSE A WEALTH TAX, WHICHWOULD EEMPT THE FIRST 
FF 3 Mill ION, AND TAX THE REST PROBABLY AT A RATE 
SIGNIFICANTLY UNDER 5 PERCENT. THE TAX WILL, 
ACCORDINGTO FABIUS, AFFECT ONLY 1-2 PERCENT OF 
TAXPAYERS. CONTRARY TO CAMPAIGN PROHI SES, THE 
TAX I/ILL PROBABLY FALL ON PRODUCTIVE CAPACITY 
THOUGH PROBABLY WI TH A PREFERENTIAL DEDUCT I ON. 
IN ADDITION, HE SAID THAT TAX EXEMPTIONS FOR 
DEPENDENTS WHICH HAVE BEEN UNIHITEO IN HOST 
CASES WILL NOW HAVE A CEILING PLACED ON THEM. 

EB-08 

LA8·04 
SIL ·Ill 

TH IS HAS THE EFFECT OF MAK I NG THE PERSONAL 
INCOME TAX MORE PROGRESSIVE. 

ON THE QUEST I ON OF WHERE THE FF 30 BIL IN 
IN NEW TAXES WILL BE RAISED, LE MONDE REPORTS 
THAT ABOUT HALF SHOULD COME FROM DIRECT TAXES, 
HALF FROM INDIRECTTAXES. THE WEALTH TAX IS 
EXPECTED TO YIELD BETWEEN FF 5 AND 10 BILLION. 
lfi ADDITION, AN INCREASE IN THE PROGRESSIVITY OF 
THE TAX SYSTEM, WITH A NE\./ UPPER BRACKET OF 6S 
PERCENT, IS UNDER DISCUSSION. AMONG INDIRECT TAXES, 
A CHOICE IS TO BE MADE BETWEEN AN INCREASE IN 
TAXES ON PETROLEUM AND AN INCREASE IN THE VALUE· 
ADDED TAX. 
-13. TREASURY SITUATON AT THE ENO OF APRIL 1981. 

TABLE -- BALANCE 

(8 I l l I ONS OF FF) 
APRIL 811 APRIL 81 

PRECEDING YEAR'S BUDGEEET -28.31 -17.63 
CURRENT YEAR'S BUDGET -8. 92 -33. 74 
(REGULAR SPENDING) (6. 22) HL 37) 
(RE VOL VI NG ACCOUNTS) HS.141 (·22. 37) 

FOLLOWING YEAR'S BUDGET 
TOTAL /1/ -37.23 -51, 37 

/1/ AFTER TRANSACTIONS WITH THE IMF AND EXCHANGE 
STABILIZATION FUND ARE DEDUCTED, THE DEFICIT 
AMOUNTS TO 34.90 IN 1980 AND 57.31 IN 1981. 

TABLE 11 -- FINANCING 

UNCLASSIFIED 
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2sis0sz 3117 PARIS 25849 lJS OF 09 281905Z 

INFO OCT-Ill AOS-00 A I D- 07 INR-10 SS-1S CIAE-00 
EA-12 ICA-15 H-!Jl NSC-l!S NSAE-00 COME-110 
DOE-11! OPIC- ll7 PA- ll2 CEA-01 OMB-01 STR-11 
FRB-01 XMB - 04 AGR-01 SP-02 SPRS-ll2 /133 11 

-- - - - - --- - ----- - --111217 282234Z /72 
R 281820"Z AUG 81 
FM AMEMBASSV PARIS 
TO SECSTATE 1/ASHDC 06ll8 
DEPARTMENT OF TREASURY IIASHDC 
INFO AMEMBASSY BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY LON DON 
AMEMBASSY ROME 
AMEMBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
AMGONSUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECTION 08 OF es PARIS 25849 

(BILL IONS OF FF) 

JAN.- JAN. -

1. NON BANK INSTITUTIONS 
-A MEDIUM AND LONG TERM 

APRIL 80 

8, 4S 

- CREDIT 12.80 • 
-B TREASURY BILL ~ -4. 35 
- CORRESPONDENTS // CASH BALANCES 

AND OTHER TR ANSACTIONS 

2. BANK:; 
- OF IIH ICH 
- BANK OF FRANCE 
TOTAL 

28. 7 8 

2. 46 
31. 23 

APRIL 81 

24. 38 

111. 1!9 
14. 29 

26 . 99 

-5. 71! 
5. 37 

/2 / GOVERNMENT 01/NED SAVING fNSTITUTIONS, LOCAL 
AUTHORITIES AND THE PTT. 

TABLE 111 -- BUDGET EXECUTION DURING CY 1981 

(BILL ION FRANCS) 
EXPENDITURES RECEIPTS BAL AN CE 

1980 BUDGET 
1981 BUDGET 
TOTAL 

26. llll 
271. 00 

297 . 00 

8.37 -17.63 
237 . 26 -33 . 74 

245 . 63 - SL 37 
MEMORANDUM ITEM CY 8~ FIRST 4 MONTHS . 
TOTAL 256.34 219.11 -37.23 
PERCENT INCREASES 
- 1981/1980 lS . 9 12. I 

A. THE CUMULATIVE DEFICIT \./AS LARGER AL THOUGH THE 
CARRY-OVER OF THE PRECEDING YEAR'S BUDGET I/AS LOI/ER, 
AS DISBURSEMENTS UNDER THE 1981 BUDGET APPARENTLY 
PROCEEDED AT A MUCH MORE RAPID PACE THAN UNDER THE 
1980 BUDGET FOR THE SAME PERIOD. TO FINANCE THIS 
MUCH LARGER GAP, THE GOF INCREASED ITS BORROWING FROM 
THE CORRESPONDENT OF THE TREASURY AND SOLD MORE 
TREASURY BILLS TO THE BANKS . 
-14. QUARTERLY INTERNATIONAL TRADE I NOEXES 
UNIT VALUE INDEXES INDICATE A SLOWDOIIN OF BOTH 
IMPORT AND EXPORT PRICES DURING THE SECOND 
QUARTER. IMPORT VOLUMES ROSE FOLLOIIING A SHARP 
FIRST QUARTER DROP, AND THE FIRST QUARTER INCREASE 
IN EXPORT VOLUMES ACCELERATED. 

EB-08 

LAB-04 

SI L-!Jl 

IMPORT PRICES INCREASED 4.6 PERCENT FOLLOWING 
A 7:4 PERCENT FIRST QUARTER INGREASE,18 . 0 PERCENT 
UP FROM A YEAR AGO AND EXPORT PRICES INCREASED 

2. 7 PERCENT FOLLOWING A 3. 1l PERCENT FIRST QUARTER 
INCREASE, 11.0 PERCENT UP FROM A YEAR AGO. THIS 
SL 011001/N IN PRICES OF BOTH EXPORTS AND IMPORTS 
\/AS ON GOODS TRADED 111TH EC COUNTRIES, \/HILE 
PRICES ON TRADE 111TH THE OTHER OECD COUNTRIES 
ACCELERATED IN 81 11. 

IMPORT VOLUME (SEASONALLY ADJUSTED) INCREASED 
1. 6 PERCENT FOLLOIIING A 3. 8 PERCENT DECREASE 
IN THE FIRST QUARTER, 4. 2 PERCENT DOWN FROM A 
YEAR AGO, 1/H I LE EXPORT VOLUME (SEASONALLY ADJUSTD) 
INCREASED 5.1 PERCENT FOLLOWING A 1.7 PERCENT 

. FIRST QUARTER INCREASE S. S PERCENT UP FROM A YEAR 
AGO. THE NON-SEASONALLY ADJUSTED I NO EXES SHOW 
THAT TH IS ACCELERATION IN VOLUME \IAS DUE TO TRADE 
111TH NON-EC OECO COUNTRIES. 

PERCENT CHANGES 
81 (11/1) (81 1/80 IV) 81 I 1/Sll II 

I MP ORTS 

- PRICE 4. 6 7. 4 18.0 
- VOLUME SA l. 6 -3. 8 -4. 2 

- VOLUME NSA -0. 9 - 3. 7 -s. 1 
NON ENERGY I MP ORTS 

- PRICE 3. 7 6. 2 11. 6 
- VOLUME NSA -3.6 0. 8 -2. 9 
EXPORTS 

UNCLASSIFIED 



UNCLASSIFIED 
Departnzent of State 

PAGE 01 PARIS 25849 09 OF 09 2819072 
ACTION' EUR-12 

INFO OCT-01 
EA-12 
DOE-10 
FRB-01 

ADS-00 AID-07 INR-10 SS-15 CIAE-00 
ICA-15 H-01 NSC-05 NSAE-00 COME-00 
OPIC-07 PA-02 CEA-01 OMB-01 STR-11 
XMB-04 AGR-01 SP-02 SPRS-02 / 133 W 

------------------111220 2822352 / 72 
R 2818202 AUG 81 
FM AMEMBASSY PARIS 
TO SECSTATE WASHDC 0609 
DEPARTMENT OF TREASURY WASHDC 
INFO AMEMSASSY BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY LONDON 
AMEMBASSY ROME 
AMEMBASSY TOf~Y O 
AMCONSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
AMCONSUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECTION 09 OF 09 PARIS 25849 

PRICE 2. 7 
VOLUME SA 5 . 1 
VOLUME NSA 6 . 7 

-15. INDUSTRIAL PRODUCTION 1981 I 

3 . 0 
1. 7 
-1. 0 

INDUSTRIAL PRODUCTION EXCLUDING CONSTRUCTION 
AND SEASONALLY ADJUSTED DECREASED 3. 1 PERCENT 
IN THE FIRST QUARTER FOLLOWING A 2. 2 PERCENT 
FOURTH QUARTER DECREASE, 7. 3 PERCENT DOWN FROM 
A YEAR AGO. 

1 1. 0 
5 . 5 

4. 7 

NEARLY ALL THE MAIN SECTORS SHOWED A DECREASE 
FOR THE SECOND CONSECUTIVE QUARTER. THIS WAS THE 
CASE FOR PETROLEUM PRODUCTS, METAL WOR KING, 
AUTOMOBILE , CHEMICALS , TEXTILES AND FOOD PROCESSING. 
INCREASES IN ELECTRICAL OUTPUT, IRON METALURGY AND 
MECHANICAL MACHINERY WERE NOT SUFFICIENT TO 
OFFSET THE DECLINES IN OTHER SECTORS . 

WI.TH THE EXCEPTION OF ELECTRICITY, AND ELECTRICAL 
CONSTRUCTION, ALL THE MAIN SECTORS DECREASED, 
COMPARED TO A YEAR AGO, RANGING FROM 3. 1 PERCENT 
FOR FOOD MANUFACTURING TO 17. 0 PERCENT FOR CHEMICALS, 
18. 1 PERCENT ON AUTOMOBILES AND 22. 0 PERCENT FOR IRON 
ME TAL·URGY. 

8 1 I PERCENT CHANl3E 
INDEX 8 1 I/80 IV 80 IV/ III 

OVERALL SA 127 -3. 1 -2 . 2 
OF WHICH 
ENERGY 128 -3. 0 2 . 3 
INTERMEDI ATE 

GOODS 1 1 6 -3. 3 -4. 0 
CONSUMERS 

GOODS 1 8 1 -3 . 7 -3. 5 
OTHER REPORTS SUBMITTED DURING PERIOD 

24925 TEMPORARY SECRETARIAL ASSISTANCE 
24485 REQUEST FOR INFORMATION ON THE DISC 
CHAPMAN 

8 1 I / 80 

-7. 3 

-0. 8 

· - 1 2 . 1 

-8. 3 
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PAGE 01 
ACTION EUR-12 

UNCLASSIFIED 
Depar(nient of Stcite 

INCOMING 
TELEGRAM 

PARIS 25849 lH OF 09 2&1&53Z 3103 PARIS 25849 0'1 OF es 28ts~n (I_. ti 

INFO OCT-01 
EA-12 
DOE-18 
FRB-01 

ADS-00 
ICA-lS 

AI0-07 
H-01 

OP I C-07 PA-02 
XMB-1!4 AGR-01 

INR-10 

~ 
CEA-01 
SP-ll2 

SS-15 CIAE-00 EB-08 
NSAHl8 CONE-1!0 LAB-ll4 
OMB-.01 STR-11 SIL-Ill 
SPRS-02 /133 II . 

---·······---·--··1111Sl 2822252 /66 
R 281820Z AUG 81 
FM ANEMBASSY PARIS 
TO SECSTATE WASHDC 06lll 
DEPARTMENT OF TREASURY 1/ASHDC 
INFO AME MB AS SY BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY LONDON 
AMEMBASSY ROME 
AMEMBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
ANCONSUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECTION '11 OF ll9 PARIS 25849 

USE EC 

PASS FEDERAL RESERVE, COMMERCE, LABOR 

tA 12065:NA 
TAGS: EALR, EGEN, FR 
SUBJECT: FRENCH FINANCIAL ANO ECONOMIC DEVELOPMENTS 
REF: PARIS 24321! 

1. SUMMARY 

THE 1/EAKNESS OF THE FRANC HAS CONT I NUED BEYOND THE 
AUGUST 15 "TARGET DATE" FOR EMS REALIGNMENT. THE 
BANK OF FRANCE HAS STABILIZED MONEY MARKET RATES, 
ABANDON I NG, AT LEAST FOR NOi/, ATTEMPTS TO MOVE 00\IN 
DOMESTIC INTEREST RATES RELATIVE TO THOSE PREVAILING 
INTERNATIONALLY. 

PRESIDENT MITTERRAND HAS ASKED THAT MEASURES BE TAKEN 
IN SEPTEMBER "TO ACCELERATE THE RECOVERY IN ECONOMIC 
ACTIV I TY," AFTER NOTING THE CONTINUING RISE IN 
UNEMPLOYMENT. IN JULY, THE UNEMPLOYMENT RATE ROSE 
TO S.1 PERCENT. HOWEVER, THE ltJCREASE IN TIIE NUl18ER 
OF NEIi UNEMPLOYED IS SLOWING oo~rt THERE ARE OTHER 
INDICATIONS THAT THE WORST MAY BE OVER FOR ECONOMIC 
ACTIVITY IN FRANCE. INDUSTRIAL PRODUCTION ROSE IN 
JUNE, AND THE JULY BANK OF FRANCE SURVEY ALSO 
INDICATES AN IMPROVEMENT IN PRODUCTION, THOUGH A VERY 
LIMITED AND FRAGILE ONE. RETAIL PRICES ROSE 1.7 PERCENT 
IN JULY, DUE IN LARGE MEASURE TO PUBLIC SECTOR PRICE 
INCREASES. THE BALANCE OF PAYMENTS DEFICIT NARRO\./ED 
SHARPL V IN THE SECOND QUARTER, THE RESULT OF LOI/ER 
IMPORT GRO~UE _T~!HE 1/EAKNESS or THE DOMESTIC 
ECONOM'fAND NORE BUOYANT EXPORTS. THE SERVICES 
ACCOUNTS IMPROVED AS WELL. HOWEVER, THERE WAS A FF 22 
BILLION DROP IN FRANCE'S EXTERNAL MONETARY POSITION 
REFLECTING CAPITAL OUTFLO\./S LINKED TO THE ELECTORAL 
SEA~S POLITICAL CLIMATE. BUDGET MINISTER FABIUS 
INARtctf.li lITTtRV-IEW S1ITD THAT FF 30 BILLION IN ADDITION
AL RECEIPS MUST BE FOUND TO LIMIT THE 1982 DEFICIT TO 
FF 95 BI LL I ON, AND CONFIRM□ THAT A WEAL TH TAX 
WILL BE IMPOSED TO SUPPLY PART OF THE NECESSARY 
ADDl'itONAL FUNDS. THE i98I B~DGET OEFICIMJUR\NG 
THE FIRS\ FOOifMONTHS 111\S, · ACCORDING TO DATA ON TREASURY '} 
OPERATIONS, 3B PERCENT LARGER THAN THE PRECEDING VEAR ~ 
DEFICIT. THE GOF ANNOUNCED THAT IT I/ILL FLOAT ITS FIRST 
POST ELECTION BOND ISSUE IN SEPTEMBER. 

END SUMMARY. 1 r 
-3: MONEY AND EXCHANGE MARKET 

t JJ ·x 
INTEREST RATES 

8/12 

DAY TO DAV 17 1/2 
ONE MONTH 17 1/4 • 17 1/2 
THREE MONTHS 17 3/8 - 17 5/8 
SIX MONTHS 16 7/8 - 17 1/8 
ONE VEAR 16 1/2 - 16 3/4 
EURO-FF, ONE MONTH 33 

8/10 
PUBLIC SECTOR BANKS 17.1!4 

EXCHANGE RATES 
DOLLAR 
STERLING 
DM 
SWISS FRANC 

8/12 

6, ll7 
lll. 87 
2. 4'1 

2. 81 

INSEE STOCK PRICE INDEX 8/7 
BASE 100, 12/31/8.0 
FRENCH 85.3 
FOREIGN 157.5 

DIVISE • TITLE 7.36 - 7.41 
(FINANCIAL FF/$ RATE) 

~ ~1 

8/16 s v-,,,.. 

17 1/2 Y'\ 
17 3/8 _ 17G~ ) 
17 3/4 _ 1 r 
17 1/4 - 1 l8 

;~ 3/4 _ 17 rl) 
8/21 

17. 03 

8/21 

S.96 
1'1. 94 

2. 39 
2. 76 

8/21 

86. 1 
154. 8 

7.15-7. 18 

THE .WEAKNESS OF THE FRANC \/\THIN THE EMS HAS PERSISTED 

UNCLASSIFIED 
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PAGE lH PARIS 25849 02 OF 09 2818572 3108 
ACTION EUR-12 

INFO OCT-01 ADS-00 AID·l/7 INR-10 SS-lS CIAE-0ll EB-08 
ICA-15 H-01 NSC-05 NSAE-011 COME·ll3 LAB-04 EA-12 

DOE-llJ 
FRB-01 

OPIC-l/7 PA-112 CEA-01 OMB-0'1 STR-11 SIL-/11 
XMB-04 AGR·l!l SP-02 SPRS·l/2 /133 II 

R 281820Z AUG 81 
FM AMEMBASSY PARIS 

------------------111201 282227Z /72 

TO SECSTATE IIASHDC 0'60'2 
DEPARTMENT OF TREASURY 1/ASHDC 
INFO AMEMBASSY BONN 
AHEMBASSY BRUSSELS 
AHEMBASSY LONDON 
AMEHBASSY ROME 
AMEMBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AHCONSUL LYON POUCH 
AMCONSUL MARSEILLE POUCH 
AHCONSUL STRASBOURG POUCH 

UNCLAS SECTION 0'2 OF ll9 PARIS 25849 

BEYOND AUGUST 15, THE FOCUS DATE FOR EXCHANGE 
MARKET EXPECTATIONS OF EMS REALIGNMENT . AS OF 
THE 20TH, THE BANK OF FRANCE'S FOREIGN EXCHANGE 
RESERVES HAD DROPPED FF 9 BILLION FROM AMOUNTS 
REPORTED AT THE END OF JULY •• THE BANK OF FRANCE 
HAS STABILIZED ITS HONEY MARKET INTERVENTION 
RATES, AND MONEY MARKET RATES AT LONGER TERM HAVE 
MOVED UP SINCE, IN VIEW OF THE WEAKNESS OF THE FRANC, 
PEOPLE NO LONGER EXPECT THE BANK TO ACTIVELY PUSH 
INTEREST RATES DOWN. INTEREST RATES ON BONDS, 
ON THE OTHER HAND, MOVED DOWN A LITTLE OVER THE 
PERIOD, WITH THE EXCEPTION OF GOF ISSUES. 
FRENCH STOCK MARKET PRICES ROSE IN THE 
BASIS OF GOF STATEMENTS THAT THE "LOI MONORY" 
GIVING FAVORABLE TAX TREATMENT TO STOCK INVESTMENT 
I/ILL NOT BE RESCINDED, AND A BELIEF AMONG SOME 
INVESTORS THAT NATIONALIZATION WILL BE LIMITED 
TO HOLDING COMPANIES AND THAT COMPENSATION WILL 
BE ADEQUATE. THE PREMIUM OF THE "DIVISE·TITRE" 
OVER THE MARl{ET S/FF EXCHANGE RATE STAB I l I ZED 
AT 21 PERCENT. PRICES OF FOREIGtl STOCKS FELL, 
REFLECTING TRENDS IN TIIE U.S. MARKETS AND THE 

• DEPRECIATION OF DOLLAR. 
-4. MITTERRAND: RECOVERY t!UST BE ACCELERATED 

DURING LAST WEEK'S COUNCIL OF MINISTERS MEETING, 
PRESIDENT MITTERRAND NOTED THE CONTINUING RISE 
IN UNEMPLOYMENt AND ASKED THAT MEASURES BE TAKEN 
IN SEPTEMBER "TO ACCELERATE THE RECOVERY OF 
ECONOMIC ACTIVITY, PARTICULARLY IN JOB-CREATING 
SECTORS", MEANING SMALL AND MEDIUM-SIZED FIRMS. 
ACCORDING TO ELYSEE SECRETARY-GENERAL BEREGOVOY, 
"FOR THE PRESIDENT OF THE REPUBLIC, THE NECES-SITY 
TO ASSOCIATE BUSINESS LEADERS TO THE NATIONAL 
EFFORT TO CREATE EMPLOYMENT IS EVIDENT AND THAT 
REQUIRES THE DEFINITION OF A COHERENT POLICY 
RE LAT I VE TO THEM. TH IS POL I CY SHOULD CL AR I FY 
THE ECONOMIC RULES OF THE GAME, ELIMINATE 
OBSTACLES TO INVESTMENT AND JOB CREAT!ON, IMPROVE 
THE I MAGE OF BUS I NESS LEADERS IN THE COUNTRY 
AND ASSURE THAT THE CONDITIONS EXIST FOR A REAL 
COOPERATION BETWEEN HEADS OF BUSINESS AND EMPLOYEE 
ORGANIZATIONS IN THE SMALL AND MEDIUM-SIZED FIRMS." 
SPECIAL MEASURES FOR THESE FIRMS HAVE ALREADY 
BEEN PROVIDED: GOVERNMENT PAYMENT FOR PART OF 
THE SOCIAL SECURITY COSTS NORMALLY PAID BY THE 
EMPLOYER, PRE FE RENT I AL INTEREST RATES AND LOANS. FUNDS. 

PARIS 25849 02 OF '1!9 281857Z 

THE ADDITIONAL MEASURES UNDER CONSIDERATION 
REPORTEDLY INCLUDE THE INCL_USION OF SMALL FIRMS 
IN CONTRACTS ARISING FROM THE GOF'S INDUSTRIAL 
POL I CY TO ENCOURAGE INNOVATION, AND THE USE OF 
REGIONAL REFORM MEASURES TO PERMIT SELECTIVE 
ECONOMIC STIMULUS. THERE ARE, IN ADDITION, 
MEASURES UNDER CONSIDERATION TO FACILITATE 
SHALL AND MEDIUM FIRMS' ACCESS TO CAPITAL, 
MEASURES TO REDUCE INHERITANCE TAXES AS THEY 
AFFECT SMALLER FIRMS, A REVISION OF THE SYSTEM OF 
PAYMENTS TO BENEFIT SMALLER FIRMS, AND THE 

. WAIVING OF A POSSIBLE FUTURE GOF VETO ON LAYOFFS. 
SPECIFIC MEASURES UNDER CONSIDERATION REPORTEDLY 
INCLUDE THE USE OF NATIONALIZED FIRMS TO DIRECT 
SUB-CONTRACTS TO SMALLER FIRMS; AND A REQUIREMENT 
THAT LARGE INSTITUTIONAL INVESTORS USE A PART OF 
THEIR FUNDS TO PURCHASE STOCK OF SMALLER COMPANIES. 
-5. UNEMPLOYMENT -- JULY 

THE SEASONALLY ADJUSTED NUMBER OF JOB SEEKERS 
INCREASED 1.3 PERCENT FOLLOWING A 1.7 PERCENT JUNE 
INCREASE, 25. S PERCENT UP FROM M YEAR AGO. THE 
UNEMPLOYMENT RATE WAS 8.1 PERCENT IN JULY. 
HOWEVER, THE 1/0RSOJING OF THE EMPLOYMENT SITUATION 
REDUCT I OSEEl1S TO BE SL 011 I NG, SINCE THESE 
MONTHLY INCREASES ARE MUCH LOWER THAN EARLIER 
IN THE YEAR. THE SEASONALLY ADJUSTED NUM~ER OF 
UNFILLED VACANCIES DECREASED fl.9 PERCENT AS 
I/ELL FOLL0\11 NG A 4.1 PERCENT JUNE DECREASE, 
22. 7 PERCENT ·oowN FROM A YEAR AGO, 

JULY PERCENT CHANGE 

UNCLASSIFIED 



PAGE Ill PARIS 25849 83 OF 119 

UNCLASSIFIED 
Depart.ment of State 

INC OMING 
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2,1ass2 3116 PARIS 25849 93 OF 99 2818582 
ACT I ON EUR-12 

INFO OCT-01 ADS-00 A I D-07 I NR-10 SS-15 CIAE-00 
EA_-12 ICA-15 H-ll1 ti§£.:fil. NSAE-0B COME-110 
DOE-la OPIC-97 PA-82 CEA-81 OMB-111 STR-11 
FRS-91 XMB-04 AGR-01 SP-112 SPRS-112 /133 II 

------------------11120'2 2822342 /72 
R 28182112 AUG 81 
Ft! AMEMBASSY PARIS 
TO SECSTATE 1/ASHDC B6113 
DEPARTMENT OF TREASURY 1/ASHDC 
INFO AMEMBASSY BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY LONDON 
AMEMBASSY ROME 
AMEMBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
AMC ON SUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECTION 03 OF 09 PARIS 25849 

THOUSANDS JULY/JUNE JUNE/MAY JULY 81/89 

JOB SEEKER SA 1,849. B 
UNFILLED 
-:VACANCIES SA 
UNEMPLOYMENT 

ij6, 6 

-RATE PERCENT 8.1 

1.3 

-B. 9 

PRELIMINARY RETAIL PRICES -- JULY 

1.7 

-4. 1 

25. 8 

-22. 7 

FIRST ESTIMATES INDICATE A 1.7-1.8 PERCENT INCREASE I~ 
RETAIL PRICES, FOLLOWING A 1.0 PERCENT JUNE INCREASE. 
THE INCREASE IN PUBLIC SECTOR RATES, ELECTRICITY 
AND NATURAL GAS, PROBABLY ACCOUNTED FOR 1/4 or TH IS 
I NCR EASE. 
-6. FRENCH FOREIGN TRADE -- JULY 

THE FRENCHTRADEDEFICIT, WOB,FOB) SEASONALLY 
ADJUSTED, 1/IDENED FROM S. S BILLION FRANCS IN JUNE 
TO 6.1 BILLION FRANCS, COMPARED 111TH A 6.6 BILLION 
FRANC DEFICIT IN JULY 1980. 

IMPORTS INCREASED 0. S PERCENT FOLLOWING A 7. 0 
PERCENT JUNE INCREASE, 14. 9 PERCENT UP FROM A 
YEAR AGO, \/HI LE EXPORTS I NCR EASED B. 6 PERCENT 
FOLLOWING A 2. 0 PERCENT JUNE INCREASE, 18. 6 
PERCENT UP FROM A VEAR AGO. 

ON A NON-SEASONALLY ADJUSTED BASIS, THE 
DEFICIT WIDENED FROM FF 2.6 BILLION IN JUNE TO 
FF 3.9 BILLION IN JULY, RESULTING IN A FF 28.7 
BILLION DEFICIT FOR THE FIRST SEVEN MONTHS OF 
1981, COMPARED WITH A FF 35.6 BILLION DEFICIT 
FOR THE SAME PERIOD OF 1980. 

DURING THE MONTH, THE NET ENERGY BILL WAS FF 
14. 3 BILL ION, AND TRADE IN HOUSEHOLD DURABLE GOODS 
AS WELL AS OTHER CONSUMERS GOODS WERE IN DEFICIT. 
ON THE OTHER HAND, TRADE IN PROCESSED FOOD ANO 
AGRICULTURE, AUTOMOBILE ANO TRANSPORT EQUIPMENT, 
AND CAPITAL GOODS RESULTED IN LARGE SURPLUSES. 
(1.7, 2.6, AND 1.7 BILLION FRANCS RESPECTIVELY.) 

FRENCH TRADE (FOB-FOB) 

JULY PERCENT CHANGES 
BILLION F. JULY/JUNE JUNE/MAY JULY 81/80 

EB-08 
LAB-84 
SIL-01 

I MP ORTS SA 54 . 4 ll. 9 7. II 14. 9 
EXF'ORTS SA 48. 3 0. 6 2. 0 18. 6 
BALANCE SA -6.1 
BALANCE NSA -3. 9 
-7 . INDUSTRIAL PRODUCT I ON -- JUNE 

INDUSTRIAL PRODUCT I ON, EXCLUDING CONSTRUCT I ON ANO 
SEASONALLY ADJUSTED, INCREASED 1. 6 PERCENT 
FOLLOWING A 8,8 PERCENT MAY DECREASE, 4.6 PERCENT 
DO\IN FROM A YEAR AGO. 

THIS MONTH'S INCREASE \/AS DUE TO 2 SECTORS: ELECTRICAL 
CONSTRUCT I ON, WHICH I NCREASEO 14. 5 PERCENT 
FOLLOWING A 7. S PERCENT MAY DECREASE, AND AUTOMOBILES 
WHICH INCREASED 15.4 PERCENT BUT \IAS STILL 12.9 
PERCENT D01/N FROM A YEAR AGO. 

BECAUSE OF THESE LARGE SECTORAL INCREASES 
(WHICH ARE PARTLY DUE TO THE METHODOLOGY AND 

THE SEASONAL ADJUSTMENT FACTOR) CAPITAL GOODS 
OUTPUT INCREASED 15. 8 PERCENT AND CONSUMERS 
GOODS 5.5 PERCENT. 

INDUSTRIAL PRODUCTION, EXCLUDING 
CONSTRUCT I ON SA 

PERCENT CHANGE 
JUNE JUNE/MAY MAY /APRIL JUNE 81/80 

OVERALL 125 1. 6 -0. 8 -4. 6 · 
OF 1/H I CH 
ENERGY 125 -2. 3 3, 2 -2. 3 
INTERMEDIATE 
- GOODS 111 -2.6 0 -s. 9 

UNCLASSIFIED 



UNCLASSIFIED 
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PAGE .81 
ACTION fUR-12 

PARIS 25849 04 OF .09 281859Z 

INFO OCT-.01 ADS-00 AID-fl7 INR-1.0 SS-15 

3110 

CI AE ·00 EB-08 
EA-12 ICA-15 H-01 · ~ NSAE-IJ0 COME-00 LAB-0"4 
DOE-U! OPIC-.07 PA-02 CEA-'11 OMB-ll"1 STR-11 SIL-I!! 
FRB-01 XMB-04 AGR-01 SP-.02 SPRS-02 /133 \,/ 

·············-····111207 2822292 /72 
R 28182SZ AUG 81 
FM AMEHBASSY PARIS 
TO SECSTATE 1/ASHDC '1604 
DEPARTMENT OF TREASURY 1/ASHOC 
INFO AMEMBASSY BONN 
AMEMBASSY BRUSSELS 
AMEHBASSY LONDON 
AHE MBASSY ROME 
ANEMBASSY TOKYO 
AHCONSUL BORDEAUX POUCH 
AMCOtlSUl LYON POUCH 
AMC ON SUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECTION 04 OF 09 PARIS 25849 

CONSUMERS GOODS 140 
CAPITAL GOODS 154 

5. 3 
15 . 8 

-2. 2 
-10. I 

-5. 4 
2.0 

THE 3 MONTHS MOVING AVERAGE, A BETTER INDICATION 
OF TREND DECREASED FROl1 I 25 TO 124, SH 011 I NG A 
RELATIVE STABILIZATION AFTER SEVERAL MONTHS OF 
DECLINE. 
·8. GOF BOND ISSUE 

THE GOF HAS ANNOUNCED THAT IT \/Ill OFFER A FF 
8 Bill ION, 6-YEAR BOllO ISSUE AT A RATE OF 
16. 75 PERCENT ON SEPTEMBER lll. IT \/Ill BE THE 
FIRST SUCH ISSUE SINCE THE El ECT I ON AND ONLY THE 
SECOND THIS YEAR -- THE FIRST ISSUE, FOR 10 
BILLION, \/AS PLACED IN JANUARY. THE ISSUF. I/Ill 
PROVIDE THE SAME TAX ADVANTAGES AS OTHER GOF BONDS •• 
A FF 3,0.00 DEDUCTION FOR INTEREST EARNINGS, A 
PREFERENTIAL TAX RATE ON EARNINGS ALONE FF 3,000, 
ANO EXEMPTION FROM WITHHOLDING. HOIIEVER, IT 
I/Ill BE REIMBURSABLE ONLY AT THE END OF THE 
SIX YEARS. 

SOCIETE GENERALE \./ILL BE THE LEAD BANK OF 
A CONSORTIUM OF 15 ANO A TOTAL OF 60 CONTRACTING 
INSTITUTIONS. 

THE INTEREST RATE OFFERED IS A LITTLE ABOVE 
THE PRESENT MARKET RETURN ON SIMILAR ISSUES, 
ANO HAS LEO TO A SLIGHT INCREASE IN MARKET RATES 
TH IS WEEK. THE ISSUE IS REGARDED AS A FIRST TEST OF 
INVESTORS' ATTITUDES TOI/ARD THE NEIi GOVERNMENT, 1/HICH 
WILL HAVE TO CONTINUE COMING TO THE MARKET FOR 
FONDS TO FINANCE THE MUCH LARGER BUDGET DEFICITS 
FORECAST TH IS YEAR AND NEXT. THE INTEREST COST 
ON THE ISSUE IS ESTIMATED AT FF 1.3~ BILLION 
PER YEAR AND TOTAL COST AT THE END OF 6 YEARS 
AT FF 16 BILLION. 
-!. BANK OF FRANCE JUNE INDUSTRIAL SURVEY 

RESULTS OF THE BANK OF FRANCE INDUSTRIAL SURVEY 
COVERING JUNE ACTIVITY SHOW, AS DID THE INSEE 
SURVEY FOR THE SAME PERIOD, A SLIGHT INCREASE 
IN PRODUCTION, BUT WITH ACTIVITY STILL REMAINING 
AT A LEVEL LOWER THAN A YEAR AGO. UNLIKE 
INSEE, THE BANK ATTRIBUTES .THIS SLIGHT INCREASE 
ES SENT I ALLY TO "TECHNICAL ANO SEASONAL FACTORS." 
THE INCREASE IN CAPACITY UTILIZATION IS CONSFOERE~ 

PARIS 25849 .04 OF lJ9 281859Z 

DUE TO A PICK-UP THAT HAS OCCURRED AFTER INVENTORIES 
\/ERE ALLOWED TO DIMINISH, PARTICULARLY IN THE 
INTERMEDIATE GOODS SECTORS, BUT IT HAY BE 
ONLY A TEMPORARY ADJUSTMENT. CONSUMER GOODS 
PRODUCT I ON SHOI/ED A SEASONAL INCREASE; HOWEVER, 
tlO I-MPROVEMENT OCCURRED IN CAPITAL GOODS PRODUCT I ON, 
1/H I CH HAS Bml DECLINING SINCE MAY. UNEMPLOYMENT 
FURTHER INCREASED DURING JUNE IN HANY INDUSTRIES. 

DEMAND SHOIIED A SLIGHT INCREASE. THE 
POSSIBLE DOMESTIC CAUSE MAY BE STOCKBUILDING 
ltJ ANTICIPATION OF HIGHER PRICES. THE INCREASE 
IN FOREIGN DEMAND IS PRESUMABLY UUE TO IMPROVED 
COMPETITIVENESS FROM A DEPRECIATING FRANC. 
OVERALL, INCREASED DOMESTIC DEHAND I/AS SOME\./l!AT 
STRONGER THAN FOREIGN DEMAND AND THE BANK NOTES 
THAT FRENCH BUSINESS USUALLY

0

REACTS IN THI S 
I/AV PRIOR TO EXPECTED PRICE INCREASES.STILL, 
THE INCREASE IN DEMAND IS VIEi/ED AS VERY LIMITED, 
AS THE INCREASEO _COST OF MONEY IS SEEN AS A PRINCIPAL 
CAUSE FOR IHVENTORIES STILL TO BE VERY HEAVY AND 
CAPITAL GOODS ORDERS TO BE LO~ 

BUSINESS FORECASTS I/ERE MIXED: THE VIEi/ 
FOR JULY I/AS GOOD BUT THERE IS CONSIDERABLE 
UNCERTAINTY ABOUT THE POST-VACATION PERIOD . 
INTERMEDIATE G.OODS PRODUCT I ON, Ill TH THE MAJOR 
EXCEPTION OF BUILDING INDUSTRIES, SHO\/EO VARYING 
DEGREES OF IMPROVEMENT IN JUNE, DUE TO I/HAT ARE 
CONSIDERED TO BE LARGELY TECHNICAL ADJUSTMENTS. 
BEYOND THIS, BUSINESS FORECASTS ARE FOR A RETURN 
TO FLAT ACTIVITY. CAPITAL GOODS \/ERE THOUGHT 
TO BE THE SECTOR HARDEST HIT BY HIGH INTEREST RATES. 

UNCLASSIFIED 



UNCLASSIFIED 
Departnient of State 

INCOMING · 
TELEGRAM 

PAGE lll 
ACTION EUR-12 

PARIS 25849 ll5 OF fl9 2819!10Z 3112 

INFO OCT-01 ADS-0!1 AID-1!7 INR-10 SS-15 CIAE-f0 EB-68 
EA-12 

OOE-lll 
FRB-f!I 

ICA-15 H-!Jl 
OP I C-07 PA-ll2 
XMB-04 AGR-01 

NSC-~ NSAE-0(1 COME-OB LAB-04 
CEA-01 OMB-111 STR-Jl SIL-fll 
SP-62 SPRS-G2 /133 \I 

--------- ---------111210 28223fZ /72 
R 281823Z AUG 81 
FH AHEHBASSY PARIS 
TO SECSTATE 1/ASHDC 06!!5 
DEPARTMENT OF TREASURY 1/ASHDC 
INFO AMEMBASSY BONN 
AHEHBASSY BRUSSELS 
AMEMBASSY LONDO!/ 
AHEMBASSY ROME 
AMEMBASSY TOKYO 
AMCONS UL BORDEAUX POUCH 
AHtONSUL LYON POUCH 
AMCONSUL MARSEILLE POUCH 
AHCONSUL STRASBOURG POUCH 

UNCLAS SECTION 05 OF 09 PARIS 25849 

THE Tl/0 INDUSTRIES WHICH HAVE DONE I/ELL IN PAST 
MONTHS, AIRCRAFT AND ELECTRONICS, STILL SHOii THE 
BEST PRODUCTION, BUT SHOii THEY, TO~ ARE ENCOUNTERING 
DIFFICULTIES. NO IMPROVEMENT IS FORESEEN IN 
CAPITAL GOODS PRODUCTION IN COMING MONTHS. 
CONSUMER GOODS DID I/ELL IN JUNE, BUT THIS I/AS . 
PRINCIPALLY DUE TO FOOD INDUSTRIES. OVER TIIE 
SHORT-TERM, THE SAME LEVEL OF ACTIVITY SHOULD 
CONT I NUE. 

OUTPUT IN THE CONSTRUCTION INDUSTRY STAGNATED 
IN JULY, WITH AN INCREASE EXPECTED ONLY AT THE 
END OF THE YEAR I/HEN GOF INCENTIVE MEASURES 
SHOULD BEGIN TO AFFECT ACTIVITY. RETAIL SALES 
PICKED UP IN JUNE. STOCKS OF INDUSTRIAL PRODUCTS 
ARE NOii CONSIDERED AT BELO\/ NORMAL LEVELS, AND 
EXPECTATIONS OF STRONGER SALES AFTER THE SUMMER 
HOLIDAYS, TOGETHER 111TH ANTICIPATIONS OF HIGHER 
INFLATION, HAVE LED TRADERS TO CONSIDER NCREASING 
ORDERS. 
·10, BALANCE OF PAYMENTS -- SECOND QUARTER 1981 

• THE CURRENT ACCOUNT DEFICIT, S,A., NARROWED SUBSTANTIALLY 
IN THE SECOND QUARTER DUE TO BOTH A REDUCT I ON IN THE 
TRADE DEFICIT AND A LARGER SURPLUS ON THE SERVICES 
ACCOUNTS. THE I HPROVEMENT OF THE TRADE ACCOUNT 
\/AS DUE TO BOTH A SLOWER RISE IN IMPORTS AND HUCH 
FASTER EXPORT GROWTH . THE SLOWDOWN IN IMPORT 
VALUE I/AS L 111\TED, HOWEVER, BY THE LARGE INCREASE 
IN THE ENERGY BILL LINKED TO DOLLAR APPRECIATION 
WF 4!1.5 BILLION AND FF 77.2 FOR THE FIRST HALF, 

COMPARED TO FF 72.6 BILLION IN FIRST HALF 1980), 
OESP I TE A SHARP DROP IN THE VOLUME OF IMPORTED 
OIL. BUOYANT AGRICULTURAL SALES CONTRIBUTED 
TO TH IS YEAR'S RECOVERY IN EXPORTS. 

ALTHOUGH INCOME IN SERVICES ROSE SHARPLY 
IN THE SECOND QUARTER,RECEIPTS FOR THE FIRST 
HALF AS A \/HOLE I/ERE SLIGHTLY BELOW FIRST HALF 198fl. 
THE BETTER TREND ON NET INVISIBLES IN THE SECOND 
QUARTER \/AS DUE IN PART TO THE END OF THE EXCEPTIONAL 
BROKERAGE PAYMENTS RELATED TO EMERGENCY 
OIL SUPPLY CONTRACTS ARRANGED TO COMPENSATE FOR 
SUPPLY DISRUPTIONS AT THE BEGINNING OF THE 
\RAN·IRAQI I/AR. INCOME FROM LARGE PROJECTS ROSE 
LARGELY BECAUSE OF CONTRACTS CONCLUDED 
111TH SAUDI ARABIA. RECEIPTS ON TOURISM WERE UP 

PARIS 25849 f/5 OF 09 2819BllZ 

SHARPLY IN THE SECOND QUARTER, BUT FOR THE FIRST 
HALF \/ERE ONLY A LITTLE UP FROM A YEAR AGO. 
ON THE OTHER HAND, THE DEFl~IT ON TRADE-RELATED 
SERVICES ROSE, PARTLY AS A RESULT OF DOLLAR 
APPRECIATION. THE I NVESTHENT · INCOME ACCOUNT 
SHIFTED INTO SURPLUS IN THE SECOND QUARTER FROM 
A DEF\CII IN THE FIRST BUT \/AS STILL SUBSTANTIALLY 
BELO\/ LASTYEAR'S SURPLUS, LARGELY BECAUSEOF 
LARGER PUBLIC AND PRIVATE DEBT SERVICE PAYMENTS . 
HIGHER INTEREST EARNINGS ON FRENCH rDRE I GN EXCHANGE 
RESERVES LARGELY OFFSET THE HIGHER INTEREST PAYMENTS 
ROSE SHARPLY, THE RESULT OFSUBSTANTIALLY HIGHER 

. WORKERS' REMITTANCES. 
THERE \/AS A VERY LARGE NEGATIVE SI/ING IN 

THE LONG-TERM CAPITAL ACCOUNT IN THE SECOND 
QUARTER. FRENCH EXTENSION OF EXPORT CREDIT EXPANDED 
AT THE SAME TI HE AS FRENCH DIRECT AND ESPECIALLY 
PORTFOL 10 INVESTMENT ABROAD SKYROCKETED. INWARD 
INVESTMENT, BOTH DIRECT AND PORTFOLIO, STABILIZED. 
THE OUTFLOW OF LONG-TERM CAPITAL I/AS PARTIALLY 
LIMITED BY LARGER DRAWINGS UNDER THE NATIONALIZED 
ENTERPRISE BORROW\ NG PROGRAM. I NFLOIIS OF SHORT-
TERM PRIVATE SECTOR CAPITAL ROSE, BUT THERE I/AS 
A FF 14 BILLION NEGATIVE SHIFT IN THE ADJUSTMENT 
AND ERRORS AND OMISSIONS LI NE. 

FRANCE'S EXTERNAL t!ONETARY POSITION DECLINED FF 
21 BILLION IN THE SECOND QUARTER, AS THE ~ET OFFICIAL 
RESERVE POSITION DROPPED FF 33 . 4 BILLION, \/HILE 
THAT OF THE BANKING SECOTR ROSE FF12.9 MILLION. 
·11. BALANCE ~F PAYMENTS -- SECOND QUARTER 

BILLIONS OF FRANCS 

UNCLASSIFIED 



UNCLASSIFIED 
Departnient of State 

INCOMING 
TELEGRAM 

PAGE 01 

ACTION EUR-12 

INFO OCT-11'1 
EA-12 

DOE·ll! 
FRB-01 

PARIS 25849 06 OF 09 2819032 

ADS-00 A I D-07 INR-10 SS-15 
ICA- 15 H-0'1 · ~ NSAE ·lJlJ 
OPIC-07 PA-02 CEA-01 OMB - 01 
XMB-04 AGR-01 SP-112 SPRS-02 

CIAE-00 
COME-80 
STR-11 
/133 II 

3113 

EB·.08 
LAB-.04 
SIL-01 

PARIS 25849 06 Of .09 281SlJ3Z 

LARGE PROJECTS AND TECHNICAL 
COOPERATION 17.0 4.0 u 

INTEREST, DIV I DENOS AND OTHER 
CAPITAL REVENUE 9. 7 -.0 , 1 2. 1 

SAL AR I ES AND OTHER 
------- -----------111211 282231Z /72 .. EARNINGS - -1. 0 -.0. 4 ·ll. 3 

R 28182llZ AUG 81 
FM AMEMBASSY PARIS 
TO SECSTATE 1/ASHDC 06.06 
DEPARTMENT OF TREASURY 1/ASHOC 
INFO AMEMBASSY BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY LONDON 
AHEMBASSY ROHE 
AMEMBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
AMCONSUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECT I ON .06 OF /19 PARI S 25849 

NON-SEASONALLY ADJUSTED 
1980 1981 IQ 1981 I IQ 

TRADE -52, 3 ·13.2 -5 . .0 
INVI SIBLES 19. 2 -1. 6 6. 6 
- BROKERAGE 1.S -2 . 1 1. 3 
• SERVICES 35.2 5. 2 10. 2 
• TRANSFERS -17, 6 -4. 7 -4 . 9 
CURRENT ACCOUNT - -33,l -14. 7 -1. 6 

CAPITAL MOVEMENTS ll!. 9 1.9 -7, 3 
LONG TERM -4.S -.0. 4 ·11 . 3 
- EXPORT CREDI TS ·15, 5 -3, 8 -6,2 
• DIRECT INVESTMENT 

"· 8 
-0. 7 -2. 3 

• PUBLIC SECTOR INVEST· 
IIENT -1./1 -.0, 5 -0, 1 

• L CANS -5, .0 -1. 7 -6. 3 
• PORTFOLIO INVESTMENT -6. 9 -2. 4 ·7. 1 
• DRAIIINGS ON FOREIGN BORRO\IINGS (NAT I ONALI ZED 

ENTERPRISE BORROIIING 
PROGRAM) 23. 0 8, 8 10. 6 

SHORT TERM PRIVATE 15, 5 2. 2 4.0 
ADJUSTMENT ERRORS AND 

111 SS I CNS 21.3 1.4 ·15.3 

CHANGE IN EXTERNAL MONETARY 
POSITION /1/ ll. 9 11. 4 21.0 

• BANK I NG SECTOR 29 . 0 2.0. 2 -12. 4 
- PUBLIC SECTOR -28. 2 -8. 7 33.4 

TRADE -52. 3 -13.2 -5,0 
• EXPORTS 454.6 128. 4 141. 4 
• I IIPORTS -506. 9 ·141. 6 ·146. 4 

/1/ INCREASE EQUALS (-) 

BALANCE OF PAYMENTS (CONT I NUED) 

NON·SEASONALL Y ADJUSTED 

INVISIBLES 19, 2 - 1. 6 6, 6 
- BROKERAGE 1.5 -2. 1 -1. 3 
• SERVICES 

ACCESSORY CHARGES ON 
TRADE - 3, 6 ·L 3 -1. 5 

OCEAN TRANSPORT -3 . 4 -1.6 -2. 0 
OTHER TRANSPORT 5. 2 l.ll 1.1 
INSURANCE - -11.3 

PATENT AND OTHER RENTAL 
INCOME -2. 2 -.0. 5 -0. S 

TOURISM 9.4 LS 3. 4 
OTHER SERVICES .0. 7 1.8 l! . 2 
FRENCH GOVERNMENT 

TRANSACT I CNS 3. 4 1.5 2. 4 
TRANSACT I CNS Il l TH OTHER 

GOVERNtlENTS .0. 4 0.1 0. 1 
TOTAL ' SERVICES 35 . 2 ' 5,2 1 B. 2 
TOTAL GOODS AND 

SERVICES - -1s : 5 -11,.1 6, 5 
• UN I LATERAL TRANSFERS 

PRIVATE SECTOR -10. 3 -2. 4 -3. 2 
WOR KERS ' REHi TTANCES-10. 9 -2. 6 -3, 4 
OTHER 0. 6 .0. 2 0'. 2 
PUBLIC SECTOR -7 . 3 -·2 . 2 -1. 7 

- TOTAL TRANSFERS -17,6 -4 . 7 -4. 9 
- CURRENT ACCOUNT -33, 1 ·14, 7 1. 6 

Q IVQ IQ 110 

SEASONALLY ADJUSTED 

CURRENT ACCOUNT ·8. 8 ·11. 7 ·2 . 4 
BALANCE OF PAYMENTS (CONT I NUEDl 

UNCLASSIFIED 
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. U I·~ CL ASS I F i ED 
Departnient of State 

PARIS 25849 fJ7 OF 09 2819.04Z 3115 PARIS 25849 

INCO MING 
TELEGRAM 

ACT I_ON EUR-12 

INFO OCT·lll ADS-llll AID-ll7 INR-lll SS-15 CIAE-01! EB-08 
EA-12 ICA-15 H-01 ill.:fil. NSAE-00 COME-00 LAB-04 
DOE-Ill OPIC-07 PA-02 CEA- 01 OMB-01 STR-11 SIL-01 
FRB-01 XMB-04 AGR-!H SP-ll2 SPRS-02 /133 W 

------------------111215 282233Z /72 
R 2818211Z AUG 81 
FM AMEMBASSY PARIS 
TO SECSTATE WASHDC 0607 
DEPARTMENT OF TREASURY WASHDC 
INFO AMEMBASSY BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY LON DON 
AMEHBASSY ROME 
AMEMBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AMCONSUL LYON POUCH 
AMC ON SUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SEC110N 07 OF 119 PARIS 25849 

TRADE ·13. 4 ·11. 3 -7. 7 
SERVICES 9.8 6.1 8. 7 
- OFWH I CH 
- COMMERCIAL -fJ. 4 ·1. 6 -2. 6 
- LARGE PROJECTS AND TECHNICAL 

COOPERATION 5.2 3.9 5. 0 
• BUSINESS INVESTMENT AND OTHER 

INCOMES 1. 5 -0. 6 1. 3 
• TOURISM 2. ll 1. 7 2.4 

TRANSFERS -4. 4 -4. 2 ·4. 7 
·PRIVATE -2. 4 -2. 6 -3. 2 
- PUBLIC ·2. 0 -1. 6 ·1. 5 
-12. MINISTER OF ECONOMY FABIUS INTERVIEW TO 
JOURNAL DU DI MANCHE. 

I N" IITs· -AU.GUST 23 INTERVIEW, FABIUS .REAFF I RMffTHAr .• - ~

"THE 1982 BUDGET \/ILL BE USED AS A WEAPON IN 
THE \/AR AGAINST UNEMPLOYMENT." HE SAID THE 1982 
BUDGET DEFICIT WAS SET AT FF 95 BILLION, COMPARED 
TO EARLIER PREDICTIONS OF FF 1110-05 BILLION. 
ACCORDING TO FABIUS, "THE DEFICIT IN PERCENTAGE 
TERMS \II LL BE EQUIVALENT TO THAT OF 1975 I/HEN 
VALERY GISCARD D' ESTAING, JACQUES CHIRAC AND 
JEAN-PIERRE FOURCADE ENACTED AN ECONOMIC RECOVERY 
PROGRAM. " HR. FABIUS SAID THE DEFICIT WOULD BE THE 
EQUIVALENT OF "ONLY" 2. 6 PERCENT OF GDP IN 1982, 
AND MADE .THE PO I NT THAT IN A NATONAL ACCOUNTS 
BASIS THE PUBLIC SECTOR DEFICIT IIOULD BE SMALLER 
THAN THESE OF I TS MAJOR TRAD I NG PARTNERS, 
AT 2.4 PERCENT IN 1981 AND "SLIGHTLY HIGHER" IN 1982. 

THE GOF MUST FIND FF 3ll BILLION IN ADDITIONAL 
RECEIPTS TO LIMIT THE1S82 DEFICIT TO FF 95 
BILLION, SINCE SPENDING IS EXPECTED TO GROW ABOUT 
25 PERCENT. FINAL DEC IS I CNS HAVE REPORTEDLY NOT 
BEEN MADE, BUT FABIUS CONFIRMED THAT THE GOF \IOULO 
IMPOSE A WEAL TH TAX, IIHICHWOULD EEMPT THE FIRST 
FF 3 MILLION, AND TAX THE REST PROBABLY AT A RATE 
SIGNIFICANTLY UNDER 5 PERCENT. THE TA X Will, 
ACCOROINGTO FABIUS, AFFECT ONLY 1·2 PERCENT OF 
TAXPAYERS. CONTRARY TO CAMPAIGN PROMISES, THE 
TAX \/ILL PROBABLY FALL ON PRODUCTIVE CAPACITY 
THOUGH PROBABLY WITH A PREFERENTIAL DEDUCTION. 
IN ADDITION, HE SAID THAT TAX EXEMPTIONS FOR 
DEPENDENTS \IHI.CH HAVE BEEN UN I Ml TEO IN MOST 

CASES \II LL NOi,/ HAVE A CE I LI NG PLACED ON THEM. 

07 OF 09 2819B4Z 

TH IS HAS TH£ EFFECT OF MAK I NG THE PERSONAL 
INCOME TAX MORE PROGRESS I VE. 

ON THE QUESTION OF WHERE THE FF 30 BIL IN 
IN NEW TAXES WILL BE RAISED, LE MONDE REPORTS 
THAT ABOUT HALF SHOULD COME FROM DIRECT TAXES, 
HALF FROM INDIRECTTAXES. THE WEALTH TAX IS 
EXPECTED TO YIELD BETWEEN FF 5 AND 10 BILL ION. 
IN ADDITION, AN INCREASE IN THE PROGRESSIVITY OF 
THE TAX SYSTEM, WITH A NEW UPPER BRACKET OF 65 
PERCENT, IS UNDER DISCUSSION. AMONG INDIRECT TAXES, 
A CHOICE IS TO BE HADE BETWEEN AN INCREASE IN 
TAXES ON PETROLEUM AND AN INCREASE IN THE VALUE
ADDED TAX. 
·13. TREASURY SITUATON AT THE END OF APRIL 1981. 

TABLE -- BALANCE 

(BILLIONS OF FF) 
APRIL 8/J APRIL 81 

PRECEDING YEAR'S BUOGEEET -28 .3 1 -17. 63 
CURRENT YEAR'S BUDGET -8.92 ·33. 74 
(REGULAR SPEND I NG) (6. 22) 1-11. 37) 
(REVOLVING ACCOUNTS) !-15.14) (-22. 37) 

FOLLOWING YEAR'S BUDGET 
TOTAL /1/ -37.23 ·51. 37 

/1/ AFTER TRANSACTIONS WITH THE IMF ANO EXCHANGE 
STABILIZATION FUND ARE DEDUCTED, THE DEFICIT 

· AMOUNTS TO 34.90 IN 1980 AND 57 . 31 IN 1981. 

TABLE II -- FINANCING 

UNCLASSIFIED 
{ ) 
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UNCLASSIFIED 
Department of State 

·INCOMING 
TELEGRAM 

28190!il 3117 PARIS 25849 lJS OF 09 2819CSZ 
ACTION EUR-12 

INFO OCT-01 AOS-00 A I 0-07 INR-10 SS-15 CIAE-00 
EA-12 ICA-15 H-01 ~ NSAE-0lJ COHE-00 
DOE-lll OPIC-07 PA-02 CEA-01 OMB-!Jl STR-11 
FRB-01 XMB-04 AGR·01 SP-112 SPRS-02 /133 II 

-----·------------· 111217 282234Z /72 
R 281820Z AUG 81 
FM AMEMBASSY PARIS 
TO SECSTATE WASHDC 06lJ8 
DEPARTMENT OF TREASURY 1/ASHOC 
INFO AMEMBASSY BONN 
AHEHBASSY BRUSSELS 
AMEHBASSY LONDON 
AHEHBASSY ROME 
AHEHBASSY TOKYO 
AMCONSUL BORDEAUX POUCH 
AHCONSUL LYON POUCH 
AMCONSUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECTION !JS OF 09 PARIS 25849 

(B ILL I ON S OF FF) 

JAN. -
APRIL 80 

1. NON BANK INSTITUTIONS 8. 45 
-A MED I UM ANO LONG TERM 
- CREDIT 12. 80 
·B TREASURY BILLS, -4. 35 
- CORRESPONDENTS// CASH BALANC'ES 
- AND OTHER TRANSACTIONS 

2. BANKS 
• OF \IH I CH 
• BANK OF FRANCE 
TOTAL 

28. 78 

2. 46 
37. 23 

JAN. -
APRIL 81 

24. 38 

10. 09 
14. 29 

26.99 

-5. 70 
5.37 

/2/ GOVERNMENT 01/NEO SAVI NG INSTITUTIONS, LOCAL 
AUTHORITIES ANO THE PTT. 

TABLE 111 -- BUDGET EXECUTION DURING CY 1981 

(BILL ION FRANCS) 
EXPENDITURES RECEIPTS BALANCE 

1980 BUDGET 26. 00 8. 37 -17 . 63 
1981 BUDGET 271. /J0 237 . 26 -33.74 
TOTAL 297.IJ0 245.63 ·51. 37 
MEMORANOUM ITEM CY 80: FIRST 4 MONTHS . 
TOTAL 256.34 219. 11 -37. 23 
PERCENT INCREASES 
• 1981/ 1980 15. 9 12.1 

A. THE CUMULATIVE DEFICIT I/AS LARGER ALTHOUGH THE 
CARRY-OVER OF THE PRECEDING YEAR'S BUDGET \/AS LO\IER, 
AS OISBURSEMENTS UNDER THE 1981 BUDGET APPARENTLY 
PROCEEDED AT A MUCH MORE RAPID PACE THAN UNDER THE 
1980 BUDGET FOR THE SAME PER I OD. TO FI NANCE TH IS 
MUCH LARGER GAP, THE GOF INCREASED ITS BORROIIING FROM 
THE CORRESPONDENT OF THE TREASURY ANO SOLD MORE 
TREASURY BILLS TO THE BANKS. 
-14. QUARTERLY I NT ER NAT I ONAL TRADE INDEXES 
UNIT VALUE INDEXES INDICATE A SLOI/DOWN OF BOTH 
IMPORT ANO EXPORT PRICES DURING THE SECOND 
QUARTER. IMPORT VOLUMES ROSE FOLLOI/ING A SHARP 
FIRST QUARTER OROP, AND THE FIRST QUARTER INCREASE 
IN EXPORT VOLUMES ACCELERATED _-

EB-08 
LAB-04 
SIL-01 

IMPORT PRICES INCREASED 4. 6 PERCENT FOLLO\IING 
A 7. 4 PERCEtlT FIRST QUARTER INCREASE-, 18. 0 PERCENT 
UP FROM A YEAR AGO AND EXPORT PRICES INCREASED 
2. 7 PERCENT FOL LOI/ING A 3. 0 PERCENT FIRST QUARTER 
INCREASE, 11.0 PERCENT UP FROM A YEAR AGO. THIS 
SLOl/001/N IN PRICES OF BOTH EXPORTS AND IMPORTS 
I/AS ON GOODS TRADED 111TH EC COUNTRIES, WHILE 
PRICES ON TRADE 111TH THE OTHER OECO COUNTRIES 
ACCELERATED IN 81 11. 

IMPORT VOLUME !SEASONALLY AOJUSTED) INCREASED 
1. 6 PERCENT FOLLOIIING A 3. 8 PERCENT DECREASE 
IN THE FIRST QUARTER, 4. 2 PERCENT 001/N FROM A 
YEAR AGO, 1/H ILE EXPORT VOLUME (SEASONALLY AOJUSTD) 
INCREASED 5.1 PERCENT FOLLOIIING A 1..7 PERCENT · 
FIRST QUARTER INCREASE 5. 5 PERCENT UP FROM A YEAR 
AGO. THE NON-SEASONALLY ADJUSTED I NO EXES SHOW 
THAT THIS ACCELERATION IN VOLUME WAS DUE TO TRADE 
WITH NON-EC DECO COUNTRIES. 

PERCENT CHANGES 
81 (11/1) (81 1/80 IV) 81 11/80 11 

I MP ORTS 

- PRICE 4.6 7; 4 18.0 
- VOLUME SA 1.. 6 -3. 8 ·4. 2 
- VOLUME NSA -I!. 9 -3. 7 -5. 1 
NON ENERGY IMPORTS 
- PRICE 3. 7 6,2 11. 6 
- VOLUME NSA ·3.6 e.s ·2. 9 
EXPORTS 

UNCLASSIFIED 



UNCLASSIFIED 
Departnzent of State 

P AGE 01 PARIS 25849 09 OF 09 2819072 
ACT! ON EUR-12 

INFO OCT-01 ADS-00 AID-07 INR-10 55-15 CIAE-00 
EA-12 
DOE-10 
FRB-01 

I CA-15 H-01 NSC-05 NSAE-00 COME-00 
OPIC-07 PA-02 CEA-01 OMB-01 STR-1 l 
XMB-04 AGR-01 SP-02 SPRS-02 / 133 w 

------------------111220 2822352 / 72 
R 2818202 AUG 81 
FM AMEMBASSY PARIS 
TO SECSTATE WASHDC 0609 
DEPARTMENT OF TREASURY WASHDC 
INFO AMEMBASS Y BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY LONDON 
AMEMBASSY ROME 
AMEMBASSY TOKYO 
AMCONSUL BORDEAU X POUCH 
AMCONSUL LYON POUCH 
AMCONSUL MARSEILLE POUCH 
AMCONSUL STRASBOURG POUCH 

UNCLAS SECTION 09 OF 09 PARIS 25849 

PRICE 2. 7 
VOLUME SA 5. l 
VOLUME NSA 6. 7 

-15. INDUSTRIAL PRODUCTION l 9 8 l I 

3. 0 
1.7 
-1. 0 

INDUSTRI AL PRODUCTION EXCLUDING CONSTRUCTION 
AND SEASONALLY ADJUSTED DECREASED 3. l PERCENT 
IN THE FIRST QUARTER FOLLOWING A 2. 2 PERCENT 
FOURTH QUARTER DECRE ASE, 7. 3 PERCENT DOWN FROM 
A YEAR AGO. 

l 1. 0 
5. 5 

4. 7 

NEARLY ALL THE MAIN SECTORS SHOWED A DECREASE 
FOR THE SECOND CONSECUTIVE QUARTER . THIS WAS THE 
CASE FOR PETROLEUM PRODUCTS , METAL WORK I NG, 
AUTOMOBILE , CHEMICALS , TE X TILES AND FOOD PROCESSING. 
INCREASES IN ELECTRICAL OUTPUT , IRON METALURGY AND 
MECHANICAL MACHINERY WERE NOT SUFFICIENT TO 
OFF SET THE DECLINES IN OTHER SECTORS. 

WITH THE EXCEPTION OF ELECTRICITY, AND ELECTRICAL 
CONSTRUCTION, ALL THE MAIN SECTORS DECREASED, 
COMPARED TO A YEAR AGO, RANGING FROM 3. 1 PERCENT 
FOR FOOD MANUFACTURING TO 17. 0 PERCENT FOR CHEMICALS, 
18. l PERCENT ON AUTOMOBILES AND 22 . 0 PERCENT FOR IRON 
METALURGY, 

8 1 I PERCENT CHANGE 
INDE X 8 1 I / 80 IV 80 IV/ III 

OVER ALL SA 127 -3. I -2. 2 
OF WHICH 
ENERGY 128 -3 . 0 2. 3 
INTERMEDIATE 

GOODS 1 1 6 -3. 3 -4. 0 
CONSUMERS 

GOODS l 8 l -3. 7 -3. 5 
OTHER REPORTS SUBMITTED DURING PERIOD 

24925 TEMPORARY SECRETARIAL ASSISTANCE 
24485 REQUEST FOR INFORMATION ON THE DISC 
CHAPMAN 

UNCLASSIFIED 

8 1 I / 80 

-7. 3 

-0. 8 

- 1 2. 1 

-8. 3 

I 
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PAGE l!l 
ACTION EUR-12 

~ENTI AL 500&' 

Departnient of State 
IN COMING 
TELEGRAM 

PARIS 26121J Sl OF 97 021111Z 9969 PARIS 26120 
" " " ,2111~ • 0 n , I 

I NFC OCT-01 ADS-IHI AID-07 INR-10 SS-15 CIAE-00 EB-.08 
ICA-11 DODE-00 H-01 NSC-05 NSAE-00 COME-00 HA-06 
L-03 LAB-04 TRSE-00 PM-09 OP I C-07 PA-01 CEA-Ill 
OMB-01 STR-11 SIL -01 FRB-03 XMB-02 SP-02 SPRS-02 
/123 W 

R ll21lJ47Z SEP 81 
······-·--------··243S66 022029Z /7fi\ 

FM AMEMBASSY PARIS ~ 
TO SECSTATE IIASHDC 0745 ~ 

F I D E NT I AL SECT I ON 01 OF 07 PARIS 26120 

E.O. 12065: GOS 9/2/87 IDE TARR, FRANCIS) OR-P 
TAGS: ELAB, PINT, FR 
SUBJECT: AFTER-SALES SERVICE - A SCORECARD FOR 

SEPTEMBER 

REFS: A) PARIS A-95; B) PARIS 23621 

1. (C • ENT I RE TEXT.) 

2. SUMMARY 

AN OBJECTIVE READING OF THE RECORD INDICATES THAT, 
IN HIS "FIRST HUNDRED DAYS, " FRANCOIS MITTERRAND 
HAS UNDERTAKEN VIRTUALLY ALL THE SOCIAL MEASURES 
PROMISED IN THE SOCIALIST PARTY'S CAMPAIGN DOCUMENT, 
"110 PROPOSITIONS FOR FRANCE. " IN SO DOING HE ·liAS--·-
SENT SOME DISTINCTLY MIXED SIGNALS TO FRENCH 
INVESTORS. ON THE ONE HAND, GOVERNMENT'S FULL 
COMMITMENT TO ITS NATIONALIZATION PROGRAM AND ITS 
ANNOUNCEMENT OF A BUDGET DEFICIT FOR 1982 TH REE 
Tll1E_S THE SlZE OF 19811 (ARISING IN PART FROM ITS 
DETERMINATION TO REDUCE UNEMPLOYMENT) HAVE RAISED 
\/ARNING SIGNALS ABOUT GOVERNMENT INTERFERENCE IN 
BUSINESS OPERATIONS, HIGHER INFLATION AND A 
\/EAKER FRANC. ON THE OTHER, GOVERNMENT HAS 
SOUGHT TO AVOID A MASSIVE INCREASE IN \/AGES AND 
HAS NOT YET DECIDED ON MEASURES WHICH COULD 
FUNDAMENTALLY CHANGE THE NATURE OF LABOR/MANAGEMENT 
RELATIONSHIPS. HIS FIRST UJ0 DAYS HAVE BEEN A 
PERIOD OF GREAT BEGINNINGS -- RAPIDLY UNDERTAKEN 
TO MAXIMIZE THE VALUE OF A PERIOD OF "GRACE" 1/HICH 
HE, HIMSELF, RECOGNIZES AS ONLY TEMPORARY. NOW, 
Ill TH THE END OF SUMMER AND RESUMPTION OF THE SOC I AL 
DIALOGUE, \/ILL COME THE ALL-IMPORTANT FOLL0\1-THROUGH, 
THE SPECIFICATION OF CONTENT WHICH PROMISES TO YIELD 
A CLEARER VIEW OF THE RELATIVE STRENGTHS OF THE 
l'IAXIMALIST AND MINIMAL I ST STRAINS IN MITTERRAND'S 
SOC I 0-CMMUN I ST COALITION. END SUMMARY. 

3. ON MAY lll FRANCE VOTED VALERY GISCARD D'ESTAING 
OUT OF OFFIC~. ENTER FRANCOIS MITTERRAND, THE 
LUGUBRIOUS, THIRD-TIME-AROUND CANDIDATE OF THE 
LEFT -- NOT ON THE MEASURED THEME, VIVE L'ALTERNANCE, 
BUT VIVE LE CHANGEMENT •• CONVEYING THE NOTION THAT 
ALL FRANCE THIRSTED FOR THE JUSTICE AND TRUTH 
EMBOOIED IN THE SOCIALIST PARTY ' S INFLATED DECALOGUE, 
THE "110 PROPOSITION~ FOR FRANCE." PRES I DENT · 
NITTERRAND'S REPEATED REFERENCES TO THE PROPOSITIONS 
AS THE BAS I S FOR THE SOCIALIST PROGRAM HAVE ESCALATED 
EXPECTAT I ONS IN SOME QUARTERS . IN OTHERS IT ~AS 
I NV I TED SCOREKEEP I NG . THE PURPOSE OF TH IS MESSAGE 

'.;,,'.'.'."'.'.'.'. 1 ~s,,, .. •' 
THE FoLL011ING ITEHs ARE rno11 THE "110 PR0Pos1T1 0NMAtJf

1 ~o / 
FOR FRANCE." THE NUMBERS SHOIIN ARE THOSE USED IN Iv-:: . Id. V - • 
THE PROP OS IT I CNS : / ~<:fv \ ) 

•• IS, "°'"°"'" THE OONm IC MARm '"' CREAH Jt.'s, ~ / 
18. CREATE 1~0,l!0ll JOBS IN THE PUBLIC SECTOR 

(HEAL TH, EDUCATION AND PTT), AND AN ADDITIONAL ,,,,.._ u---
60,088 JOBS AT THE MUNICIPAL LEVEL. 'A(\_(} 
•• 22. THE EMPLOYMENT OF TEMPORARY IIORKERS WILL 
BE DISCOURAGED. TRADE UNION RIGHTS AT THE PLANT 
LEVEL WILL BE EXPANDED. PROTECTION FOR ELECTED 
WORKER REPRESENTATIVES IS TO BE IMPROVED. THE 
RIGHT OF EXPRESSION FOR IIORKERS IIILL BE 
GUARANTEED. 

·- 23. BASED ON EMPLOYER/EMPLOYEE NEGOT I AT I ONS, 
THE 1/0RKIIEEK WILL BE REDUCED PROGRESSIVELY TO 3S 
HOURS. A FIFTH SH I FT IS TO BE I NTROCUCED IN THOSE 
OCCUPATIONS 1/HICH ARE PHYSICALLY DEMANDING • . A 
FIFTH \/EEK OF PAID VACATION IS TO BE GENERALIZED. 

·- 24. THE EMPLOYMENT SERVICE (ANPE) IS TO BE 
DEMOCRATIZED -- COORDINATING INFORMATION, TRAINING 
AND THE PLACEMENT OF TEMPORARY 1/0RKERS. 

---=- ··1s: THERE IS - TO BE PRICE MONITORING FOR THOSE 

PRODUCTS WHICH DO NOT RESPOND TO NORttAL COMPETITION. 
INCREASES IN RENTS ARE TO BE REGULATED. 

DECLASSJFIEO 

NLRRlb/Jz:tJ~/ 71<#Jff"" 
'3Y .. . C«.,.NARADATE <;;fr f) ft, 

IS TO EXAMINE THE SOCIAL ASPECTS OF THE MITTERRAND· 
MAUROY PROGRAM, CATALOGUING \/HAT HAS BEEN PROMISED, 

\/HAT HAS BEEN ACHIEVED, AND I/HAT REMAINS TO BE DONE. 

CONF~T IAL 
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PAGE 01 PARIS 26120 02 OF 07 0211122 0014 PARiS 26120 02 OF 07 0211122 

ACT I ON EllR· 12 

INFO OCT-01 ADS·ll0 AID-07 INR-HJ SS-15 CIAE-llll 
ICA·ll DODE-00 H-01 ~ NSAH!ll COMH10 
L ·03 LAB-114 TRSE-00 PM-09 OP I C-07 PA-01 
OMB·lll STR·ll SIL ·01 FRB-03 XMB-02 SP-02 
/123 II 

------------------243572 022039! /70 
R 021ll47Z SEP 81 
FM AMEMBASSY PARIS 
TO SECSTATE 1/ASHDC 0746 

INFO ALL EC /ALS 

CON F 0 NT I A L SECTION 02 OF 07 PARIS 2612ll 

E.O. 12065: GOS 9/2/87 mE TARR, FRANCIS) OR·P 
TAGS: ELAB, PINT, FR 
SUBJECT: AFTER-SALES SERVICE - A SCORECARD FOR 

SEPTEMBER 

2&. TAX ADVANTAGES I/ILL BE CONTRACTED 111TH 
EMPLOYERS IN ORDER TO ENCOURAGE LABOR-INTENSIVE 
INDUSTRY. 

-· 30. EMPLOYER CONTRIBUTIONS TO SOCIAL SECURITY 
I/Ill BE MODIFIED IN LABOR-INTENSIVE INDUSTRIES. 

•• 31. AFTER CONSULTATIONS 111TH LABOR AND 
MANAGEMENT, THE MINIMUM I/AGE (SMIC) I/ILL BE 
INCREASED. 

- --: -----·•-"THE OLD AGE MINIMUM BENEFIT, AND BENEFITS 

FOR THE HANDICAPPED, ARE TO BE RAISED TO TIIO·THIRDS 
OF AVERAGE INCOME. - --

THE FAMILY ALLOWANCE IIILL BE INCREASED 
50 PERCENT, IN Tl/0 STEPS. 

THE UNEMPLOYMENT BENEFIT IS TO BE 
SUBSTANTIALLY INCREASED. 

34 AND 35. LARGE FORTUNES ARE TO BE TAXED. 

THE INHERITANCE TAX WILL BE REFORMED·· 
INCREASES FOR LARGER LEGACIES; DECREASES FOR SMALLER. 

•• 60. PLANT COMMITTEES ARE TO HAVE THE RIGHT TO 
MORE COMPLETE INFORMATION CONCERNING THE OPERATION 
OF TllE ENTERPRISE. THEY WILL ALSO BE GIVEN THE 
POWER TO VETO MANAGEMENT DECISIONS ON KIRING, 
FIRING, TRAIN I NG AND WORK ORGANIZATION. 

·· 80. IMMIGRANT WORKERS ARE TO ENJOY EQUAL ITV 
OF RIGHTS, INCLUDING THE RIGHT TO VOTE IN 
MUN ICIPAL ELECTIONS. 

IN ADDITION TO THE FOREGOING, PRESIDENT MITTERRAND 
PROMISED DURING THE PRESIDENTIAL CAMPAIGN THAT 
WORKERS 1/0ULO BE GIVEN THE OPTION OF RETIRING 111TH 
FULL BENEFITS AT AGE 611. 

5. DELIVERED 

THE NEIILY·INSTALLED MITTERRAND·MAUROY TEAM SHOWED 
COMMENDABLE RESTRA INT -·ANDA FAIR MEASURE OF 
ENLIGHTENED SELF-INTEREST·· IN RES I STING THE CALL 
FOR A "NEIi GRENELLE" •• I.E., ANOTHER GOVERNMENT· 
LABOR-MANAGEMENT CONFRONTATION WHICH, IN THE VIEi/ 
OF SOME, "GAVE AWAY THE STORE" IN THE AFTERMATH OF 
THE DISORDERS OF 1968. INSTEAD, THE FOLLOWING 

EB-08 
HA-06 
CEA-01 
SPRS-02 

SIX MEASURES WERE ADOPTED: 

THE MINIMUM I/AGE (SMIC) WAS INCREAStD BY 19 
PERCHH, EFFECTIVE JULY 1 (PROPOSITION 31). 

THE t1 IN I MUM OLD AGE BENEFIT IIAS INCREASED BY 
20 PERCENT, EFFECTIVE JULY 1 (PROPOSITION 31). 

THE FAMILY ALLOWANCE IIAS INCREASED BY . 25 PER· 
CENT, EFFECTIVE JULY 1 WROPOSITION 311. 

THE ALLOIIANCE FOR HANDICAPPED ADULTS I/AS 
INCREASED 20 PERCENT, EFFECTIVE JULY 1 (PROPOSITION 311. 

THE HOUSING ALLOWANCE IIAS INCREASED 5 0 PERCENT •· 
25 PERCENT JULY 1; 25 PERCENT DECEMBER 1 (PROPOSITION 

311. 

ADDITIONAL Ef'IPLOYER CONTRIBUTIONS TO SOCIAL 
SECURITY -- DUE TO THE INCREASE IN THE SMIC -- \/£RE 
REDUCED 6Y 50 PERCENT (PROPOSITION 301 . 

6. THOSE MEASURES \/ERE FOLLOWED ON JUME 17. BY A 
COUNCIL OF MINISTERS DECISION TO EXTEND THE GISCARD· 
BARRE GOVERNMENT'S THIRD EMPLOYMENT PACT TO JUNE 1982. 

- ---suRPRISINGLV FEIi CHANGES \/ERE MADE IN THE PACT --

CONF ~NT I AL 
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PAGE 01 
ACTION EUR-12 

PARIS 26126 83 OF 07 021119Z 0023 PARIS 26120 03 OF 87 021119Z 

INFO OCT-01 ADS-00 A I 0- 07 INR-10 SS - 15 Cl AE-00 
ICA-11 DDDE-llll H-01 ~ NSAE-lllJ COME-00 
L-03 LAB-04 TRSH!l! PM-09 OP I C-07 PA-01 
OMB-01 STR-11 S IL-01 FRB - 03 XMB-02 SP-02 
/123 I/ 

----- ------- • -- · --2436 24 ll22044Z /70 
R ll21047Z SEP 81 
FM AMEMBASSY PARIS 
TO SECSTATE IIASHDC 0747 

_ I NFC AL L E/AP I T AL S 

CON F/0 EN T I AL SECTION 03 OF 07 PARIS 26120 

E. 0. 12065: GOS 9/2/87 (OE TARR, FRANCIS) OR·P 
TAGS: ELAB, PINT, FR 
SUBJECT: AF TE R-SALES SERVICE - A SCORECARD FOR 

SEPTEMBER 

1/HICH, DURING THE PRESIDENTIAL CAMPAIGN, THE SOCIALISTS 
ATTACKED AS SCARCELY MORE THAN AN EXERCISE IN 
COSMET I CS - - TO TRIM UNEMPLOYMENT STATISTICS. AMONG 
THE FEIi CHANGES INCORPORATEO IN THE REVISED PACT I/ERE: 

. ITS EXTENSION TO AN ADDITIONAL 100,000 -
150, IHJ0 PERSONS. 

A PROLONGATION FROM 6 TO 12 MONTHS OF THE 
JOB GUARANTEE, IN EXCH ANGE FOR \IHICH, A 50 PERCENT 
EXEMPTION ON EMPLOYER CONTRIBUTIONS TO SOCIAL 
SE CUR I TY. 

A BONUS OF F $000 TO SELF-EMPLOYED WORKERS 
HIRING THEIR FIRST HELPER. 

INTRODUCT I ON OF SAFEGUARDS AGAINST SEX 
DISCRIMIIIATION IN THE IMPLEMENTATION OF THE PACT. 

THESE CHANGES REPRESENTED A PARTIAL RESPONSE TO 
PROPOSITIONS 15, 28 AND 30. 

7. PROPOSITION NO. 22 \/AS PARTIALLY ADDRESSED BY 
A GOVERNMENT DECISION TO DI SCOUR AGE TEMPORARY 
EMPLOYMENT BY LEVYING AN ADDITIONAL 5 PERCENT TAX 
ON THE PROFITS REALIZED BY AGENCIES SPECIALIZING 
IN THE SUPPLY OF "TEMPORARIES." 

8. ON THE CRUCIAL QUESTlnN OF EMPLOYMENT, 
PROPOSITION NO. 18 FOUND Lo1E RESPONSE IN SECRETARY 
OF STATE FOR THE AGING JOSEPH FRANCESCH l' S ANNOUNCE
MENT IN EARLY JULY THAT S,000 FULL-TIME AND 1,,000 
PART·TIME JOBS 1/0ULO BE CREATED TO PROVIDE "HOME 
HELP" FOR THE AGED. MINISTER FOR THE PUBLIC 
SERVICE ANCIET LE PORS ~OMMUNISTl TOPPED THIS 
WITH AN AUGUST 18 DECISION TO BLOCK THE DISCHARGE 
OF NON·TENURED CIVIL SERVANTS ANO TO PROCEED 
STRAIGHTAWAY TO THE EMPLOYMENT OF 37, 701! ADDITIONAL 
PUBLIC SERVI CE \IORKERS, FUNDS FOR \IH I CH \/ERE 
AUTHORIZED IN THE JULY SUPPLEMENT TO THE 1981 
BUDGET. 

9. ALTHOUGH A SUBSTANTIAL INCREASE IN UNEMPLOYMENT 
COMPENSATION (PROPOSITION 3ll HAS NOT BEEN FORTH· 
COMING, THE MAUROY GOVERNMENT ON JULY 17 INCREASED 
THE GOVERNMENT SUBSIDY TO PARTIAL UNEMPLOYMENT 
COMPENSATION, RAISING THE LIMITATION ON THIS BENEFIT 
FROM 400 TO 600 HOURS HAXIMUM. 

1~ RESPONDING TO NO SPEC1r1c ITEH AMONG THE "110 

EB-08 
HA-fl6 
CEA-Bl 
SPRS-02 

PROPOSITIONS," GOVERNMENT ltlCLUDEO IN ITS AUGUST 4, 
1981, AMNESTY LA\/ A PROVISION CLEANSING THE RECORD 
IN THE CASE OF EMPLOYER SANCTIONS IMPOSED Ar THE 
WORK PL ACE PR I OR TO MAY 22, 1981. IN THE CASE OF 
TRADE UNION AND/OR OTHER ELECTED \IORKER REPRESENTA
TIVES DISMISSED AFTER JANUARY 1, 1975, BY REASON OF 
A DISPUTE lllVOLV ING THEIR REPRESENTATI VE FUNCTION, 
THE EMPLOYER IS REQUIRED TO REHIRE THE INDIVIDUAL 
UPON HIS REQUEST. (THIS LATTER HAS AN OBLIQUE 
CONNECTION WITH PROPOSITION 22). 

11. PROPOSITION 80 PROMISING EQUALITY OF RIGHTS 
FOR I MM I GRANT 1/0RKERS FOUND AMPLE RESPONSE IN A 
NE\/ IMMIGRATlotl POLICY IREF "A" ) IIHICH HELD THE 
LINE AGAINST FURTHER IMMIGRATION BUT LIBERALIZED 
REGULARIZATION OF STATUS FOR CLANDESTINE \./ORKERS 
ALREADY IN FRANCE. THE PROPOSAL THAT FOREIGN 
WORKERS BE ALLOWED TO VOTE IN MUNICIPAL ELECTIONS 
SPARKED A CONTROVERSY IIHICH OPPOSED T\10 GOVERNMENT 
r.EMBERS -- FOREIGN Ml NI STER CLAUDE CHEYSSON (PRO) 
AND STATE SECRETARY FOR IMMIGRATION FRANCOI S 
AUTAIN (CON) . FOR THE PRESENT, THIS PROPOSAL 
REMAINS IN LIMBO • 

12. PROPOSITIONS NOS . 22 AND 60 ARE TO FIND 
EXPRESSION IN A PROPOSED LA\/ BEING JOINTLY DEVELOPED 
BY THE MINISTERS OF LABOR AND PUBLIC SERVICE. THE 
LATTER, A COMMUNIST, JUMPED THE GUN A BIT 111TH HIS 
AU GUST 25 ANNOUNCEMENT THAT, HENCEFORTH, \IORKERS 
\/ILL PARTICIPATE IN THE MANAGEMENT OF THEIR SERVICES 
THROUGH REVIVEO LABOR - MANA GEMENT TECHNICAL COM-
MITTEES; THAT POLICY \/ILL BE LIBERALIZED TO EXCUSE 
ABSENCES TO ALLOW ATTENDANCE AT TRADE UNION 
CONGRESSES; AND THAT PUBLIC PREMISES \/ILL BE MADE 
AVAILABLE FOR AFTER-HOURS TRADE UNION MEETINGS ON 
VIRTUALLY ANY SUBJECT, INCLUDING POLITICAL. 
RESPONDING TO A SPECIFIC QUESTION ON AUGUST 25, 
MINISTER LE PORS OPINED THAT SUCH MEETINGS MIGHT 

CONF~ENT I AL 
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INFO OCT - 111 ADS-00 A I D-07 INR-10 SS - 15 CIAE- 0B 
ICA-11 DODE-00 H-01 ~ NSAE-00 COME-00 
L ·lf3 LAB- 04 TRSE-00 PH-09 OP I C-07 PA-01 
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-----········-·· -·243660 022046Z /70 
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FM AMEHBASSY PARIS 
TO SECSTATE WASHDC 0748 
INFO ALL EC CAPITALS 

CON Fl" ENT I AL SECTION 04 OF 07 PARIS 26120 

E.O. 12065: GOS 9/2/87 mE TARR, FRANC!~ OR-P 
TAGS: ELAB, PINT, FR 
SUBJECT: AFTER-SALES SERVICE - A SCORECARD FOR 

SEPTEMBER 

APPROPRIATELY DEAL 111TH SUBJECTS SUCH AS THE US 
OEC IS I ON TO CONSTRUCT THE NEUTRON BOMB. 

13, AGAl·N WITH REFERENCE TO PROPOSITIONS 22 AND 60, 
MINISTER OF LABOR JEAN AUROUX HAS BEEN CHARGED 111TH 
PRE PAR I NG A REPORT · AND RECOMMENDATIONS CONCERN I NG 
EXTENDED RIGHTS FOR WORKERS. MUCH OF HIS REPORT --
IIHICH IS NOT DUE UNTIL SEPTEMBER 15 -· HAS ALREADY 
LEAKEO TO THE PRESS . IT, AND THE LEGISLAT I ON 1/HICH 
PRESUMABLY I/ILL FOLLOII, REPORTEDLY FEATURE THE 
FOLLOIIING: 

----- --·· ·- (A) THE EXTENSION OF 1/0RKER INSTITUTIONS (E.G. 
THE COM I TE D' ENTREP RI SE) TO SMALL ER FI RMS HERETOFORE 
EXEMPT BY REASON OF NUMBER OF EMPLOYEES. THE 
NUMERICAL THRESHOLDS ARE RETAINED BUT THE APPLICAT I ON 
IS STRICTER-· INCLUDING IN THE WORKFORCE COUNT 
"TEMPORARY" ANO LIMITED-TERM CONTRACT IIORKERS; 

- (B) CREATION OF AN "INTERNAL RIGHT OF ALERT " 
I.E. PLANT COMMITTEES IIILL BE EMPOWERED TO GIVE A 
TIMELY SIGNAL OF LOOMING ECONOMIC DIFFICULTIES AND, 
IN SOME CASES, TO "SUSPEND" (NOT VETO) MANAGEMENT 
DECISIONS TO PROCEED TO COLLECTIVE LAYOFFS; 

• (C) ESTABLISHMENT OF AN OBL IGAT I ON ON THE PART 
OF THE EMPLOYER TO BARGAIN IN GOOD FAITH AT THE 
PLANT LEVEL. THE AREA OF OBLIGATORY BARGAIN I NG IIAS 
NOT DEF I NED; ANO 

• (0) THE POI/ER OF THE MINISTER TO DEAL WITH BAR· 
GAINING IMPASSES IS TO BE REINFORCED. 

AUROUX ALSO ANNOUNCED PLANS TO REFORM THE NATIONAL 
EMPLOYMENT SERVI CE (ANPE) AND THE VDCAT I ONAL 
TRAINING AUTHORITY (AFPA) -- CREATING 500 NEIi JOBS 
AT ANPE, 300 AT AFPA (PROPOSITION NO. 24). 

14. FOLLOIIING A JUNE 12 TRl·PARTITE MEETING CALLED 
BY GOVERNMENT TO LAUNCH TALKS ON REDUCED IIORK I NG 
TINE, TRADE UNION AND EMPLOYER REPRESENTATIVES 
AGREED ON JULY 18 TO AN ACCORD IIHICH, IN EXCHANGE 
FOR GREATER EMPLOYER FLEXIBILITY IN I/ORK 
SCHEDULING, WOULD REDUCE THE LEGAL IIORKIIEEK FROM 
40 TO 39 HOURS AND GENERAL I ZE A STH WEEK OF PAID 
VACATION. DETAILS OF THE AGREEMENT REMAIN TO BE 
WORKED OUT AT THE SECTOR LEVEL, AND THE LABOR CODE 
HAS YET TO BE REVISED TO REFLECT THESE AGREED 
CHANGES , TH IS ACT I ON REPRESENTS A Fl RST STEP TOWARDS 
FULFILLMENT OF THE PROMISES HADE IN PROPOSITION NO. 

EB-08 
HA-06 
CEA-01 
SPRS-02 

23. 

15 . PEND ING 

GOVERNMENT'S UNFINISHED BUSINESS IN THE SOCIAL FIELD 
FALLS INTO TIIO BROAD CATEGORIES -- FOLLOW-UPS TO 
ACTIONS ALREADY LAUNCHED, AND INITIAL ACTION ON 
REMAINING ITEMS. IN THE LATTER CATEGORY, THE 
FOL LOIi i NG: 

• (Al RETIREHHIT AT AGE 60 (CAMPA I GN PROMISE BY 
MITTERRAND) . CONSULTATIONS 111TH EMPLOYER ANO 
IIORKER REPRESENTATIVES HAVE TAKEN PLACE BUT, TO 
DATE, NO SUBSTANTIVE ACTION . ACCORDING TO AN 
AUGUST 26 ANNOUNCEMENT OF GOVERNMENT'S AGENDA FOR 
THE REMA INDER OF THE YEAR, LEGISLATION ON THIS 
SUBJECT I/ I LL BE CONSIDERED IN NOVEMBER. TH I S 
REPORTEDLY \/AS A CAMPAIGN COMMITMENT AO LI BBED INTO 
!HE RECORD BY MITTERRAND. IT HAS PROVED TO BE AN 
EXTREME-LY COMPL I GATED (ANO POTENTIALLY COSTLY) 
SUBJECT . 

• (B) INCREASED. UNEMPL DYMENT BENEFITS (PROPOSITION 
3!l. NO ACTION THUS FAR. 111TH THE NUMBER OF 
COMPENSATED UNEMPLOYED PERSONS CONTINUING TO 
IHCREASE (UP 40 PERCENT OVER THE LAST YEAR), 
AND THE FUND ALREADY FF 6 BILLION IN THE RED, SUB
STANTIAL INCREASES IN BENEFITS SEEM UNL I KELY. 
CONCEIVABLY, HO\/EVER, THE MATTER COULD COME UP FOR 
DISCUSSION IN SEPTEMBER I/HEN GOVERNMENT IS TO 
RE-EXAMINE THE SOCIAL SECURITY AND UNEMPLOYMENT 
COMPENSATION PROGRAMS. 

16. IN THE FOL LOIi-UP CATEGORY, A GREAT DEAL REMAINS 
TO BE DONE, AS FOLLOWS: 

CONFl~TIAL 
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• (A) I/AGES 

THE 111 PERCENT INCREASE IN THE MINIMUMIIAGE (SMIC) 
GRANTED JULY 1 I/AS ROUGHLY ONLY HALFTHAT DEMANDED 
BY ORGANIZED LABOR AS NECESSARY TO RESTORE THE 
PURCHASING POI/ER OF THE LOI/EST PAID. AND EVEN THAT 
INCREMENT HAS BEEN ERODED BY COL INCREASES 1/HICH 
HAVE AVERAGED 1. 2 PERCENT OVER THE LAST THREE 
MONTHS. BOTH THE COMMUN I ST-CONTROLLED CGT AND THE 
CFDT TRADE UNIONS HAVE BEEN CALLING FOR FURTHER 
UPI/ARD REVISIONS, BUT NOTHING HAS BEEtl SCHEDULED. 
FOR FEAR OF I/AGE-PUSH INFLATION, GOVERNMENT 1/0ULD 
LIKE TO LIMIT THE ECHO EFFECT OF THESE SMIC 
INCREASES ACROSS THE WAGE SPECTRUM. ON THE OTHER 
HAND, INCREASED WORKER PURCHASING POWER IS AT THE 
HEART OF THE SOCIALISTS' REFLATIONARY POLICY. THE 

- -- - TEST WILL COME WITH THE SEPTEMBER WAGE ROUND -- ALL 
EYES ON THE GOF TD SEE I/HAT Ill LL HAPPEN IN THE 
PUBLIC SECTOR. AT THE RENTREE THE OVERALL WAGE 
OBJECT I VE OF MOST TRADE UN I ON LEADERS AT THE 
NATIONAL LEVEL IS THAT OF PRESERVING PURCHASING 
POWER, 111TH -- HOPEFULLY -- SOME SLIGHT ADVANCE 
AT THE LOI/ER END OF THE SCALE. THUS, IF GOVERNMENT 
HOPES TO HOLD THE LINE ON WAGES WITHOUT ALIENATING 
ITS LABOR BASE, IT WILL HAVE EITHER TO GET A GRIP 
ON INFLATION OR TO INCREASE TRANSFER PAYMENTS 
(ALREADY 32. 4 PERCENT OF TOTAL HOUSEHOLD INCOME). 

• (Bl WORKING TIME 

HAVING OPTED FOR THE ROLE OF CATALYTIC AGENT IN THE 
REDUCTION OF THE WORKWEEK GOVERNMENT HOPES TO REAP 
SOME BENEFIT IN THE FORt. vF INCREASED EMPLOYMENT. 
BUT, CONTENT APPARENTLY TO ENACT INTO LAIi I/HAT IS 
WORKED OUT IN LABOR-MANAGEMENT NEGOTIATIONS, GOVERN-
11ENT RUNS THE RISK OF SEEING CONCLUDED SECTOR AGREE
MENTS 1/H I CH Ill LL ADD TO PRODUCT I ON COSTS (AND 
HENCE TO INFLATION) 1/ITHOUT REALIZING THE ANTICI· 
PATED EFFECT ON EMPLOYMENT. LEGISLATION ON 
WORKING TIME IS SCHEDULED FOR DISCUSSION IN 
NOVEMBER. 

- (Cl WORKER RIGHTS 

THE DOSSIER ON WORKER RIGHTS IS A DELICATE ONE. 
THE RECOMMENDATIONS REPORTEDLY CONTAINED IN MIN ISTER 
OF LABOR AUROUX'S REPORT (SUPRA) SMACK CLEARLY OF 
CFDT INFLUENCE "(REF "B"l. BUT AUROUX' S RECOMMENDA-
TIONS Will NOT FULLY SATISFY EITHER THE CGT (WHICH 
WOULD . HAVE GONE MUCH FURTHER) OR FORCE OUVR I ERE 
(WHICH IS APPREHENSIVE OF PLANT-LEVEL BARGAINING) . 

THOUGH .AUROUX MANAGED TO FI NE SSE THE CONTROVERSY 

EB-08 
HA-06 
CEA-Ill 
SPRS-02 

05 OF l!7 ll21121Z 

OVER A PLANT COMMITTEE VETO ON MANAGEMENT DECISIONS 
TO LAY OFF 1/0RKERS, THE 1/0RKER CHALLENGE TO EMPLOYER 
AUTHORITY REMAINS IMPLICIT IN HIS RECOMMEt4DATIONS. 
IF INCORPORATED IN THE LABOR CODE, THESE MEASURES 
Ill LL DO NOTH I NG TO REASSURE ENTREPRENEURS I/HOH 
GOVERNMENT HAS CONE TO RECOGNIZE (ALBEIT BEL ATEDL Yl 
AS THE PRINCIPAL ACTORS IN JOB CREATION. ON THE 
QUEST I ON OF PL ANT-LEVEL BARGA! NI NG, FRENCH EMPLOYERS 
ARE HESITANT BUT NOT INALTERABLY OPPOSED. THEY SEE 
IN THE PROPOSAL A REMOTE POSSIBILITY THAT SO METH I NG 
AKIN TO NEAR-BINDING U.S.·STYLE CONTRACT BARGAINING 
IIIGHT EVOLVE. THIS IS A DEBATE 1/HICH SHOULD PEAK 
IN DECEMBER WHEN GOVERNMENT CONSIDERS THE I/HOLE 
THORNY QUESTION OF EXTENDED WORKER RIGHTS AT THE 
ENTERPRISE LEVEL. 

• (D) IMMIGRANT 1/0RKERS 

iHE REGULATORY REMEDIES IN FAVOR OF IMMIGRANT 
1/0RKERS (SUPRA) ARE OF A PROVISIONAL NATURE. 
LEGISLATION PROJECTED FOR SEPTEMBER WILL PROBABLY 
PRESERVE A. LENIENT ATTITUDE TOWARDS AL !EN WORKERS 
~ECLAREO AND CLANDESTINE) ALREADY IN FRANCE, BUT 

TAKE A FIRMER STAND 111TH RESPECT TO ILLEGAL 
ENTRANTS. IN THE ABSENCE OF SUPPORT I VE PUBLIC 
OP INION, IT NOii SEEMS UNLIKELY THAT IMMIGRANT 
WORKERS I/ILL SE ACCORDED THE RIGHT TO VOTE IN 
MUNICIPAL ELECTIONS (PROPOSITION NO. se). 

CONF I D~T I AL 
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(l) SOC I/IL St CIIII 11 Y Ill-Ill 11111111'1 OYrtl 111 COlll'I 11~11 I I OM 

CUIIRENT PHOJfCllO!l~ AIIE FOIi II IF 7 III I LION IIIIIC IT 

IN lll f SOC IJ\l SEGllli l TY IICCOUHl MIil Ii IF (, I-JI\ I ION 

OEI ICII IN IINl·MPIOYMUII COMPUl :;11I ION 111111):; IOll 198 1. 

llfL SOCIAi SECUR ITY DEFICIT rROJLCHO FOil 19>1 IS 

1-F '/0 Bill ION. Tiff Fllli\NC INI; Or 111[ SOCIIIL SEClllll l V 

/1NO IINEtlPI 0Yt1EIH Cot1PF.NSATIOII SYSlEMS 11Hf 10 Ut TIIE 

~UBJECT OF llGISIAIION :;cnEDlltlD F~R co~:; IOl MftflON 

IN St:l'Tfl1BlR_ TIit rtOST LII\ELY POS:i l Bll lll[ S FOR 

RU OHM IN :;oC II\L :;[CllRITV flNlli'ICIHG /\HE llESIIMPT ION 

11 N f·IOO IF I [I} F ORI-II OF TIIE RECEMTL V SIIPPRI S'.;ED 

(,f::Ct\RO 0/IRHl ONf PLRCUIT INCREMENT Ill CONTR IHIITIONS, 

AND HEr10VIII. OF lllE \/1\l;E Cl IL INoS Otl YII ICII tlO:;J 

CONTHIBUTIONS ARI C\IRRENTI.Y CI\LClllillED. THE Rl:FORM 

IN Ul•IEl1Pl OYI-IENl conrrnSAT I ON f !IND I NG COIIL O INCLUDE 

II I GIILR co1rnn UIIT I 01-1:; Iii 1111 Pl RIIAP:; AN I llCREA:;Eo GOF 
SURSIOVI, Ill-ID " SOI.IOAR IT Y" CONIRIBIITIONS FROM CI VIL 

srnv111n:; 11t1n TOfORf. EXEtlPTED OECAUSE TIIEY HAVE 

Vl l/lUALLY AHSOLUlE JOB SECUR ITY . IN OOlH CASES, 

HOWEVER, THESE ADDED CONIRIBIITIDNS WOULD REPRESENT 

DEBIT S IIGAIHST PURCHASING POYER -- WHICH YOllLO 

RU\PPEAR Ac YAGE DEMAMD:;, WITH CLEAR 111PLICAIIDNS 

fOR INF LAllOH. ANOlHlR POSS IBI LITY, :;uGGESHD OY FORCE 

OUVRIERE SECRETARY GENERAL ANDRE BERGERON, 1:; 

THIil OF lAK ING A LONG - TERM LOAN IN AN AMOUNT 
SUrF ICI ENT 10 TIDE TIIE F\1140 OVER 11111\T BEHGERON 
REGARDS AS A TEMPORARY CR ISIS WHICH Will EVENTUALLY 

BE REVERSED BY OEtlOGRAPIIIC CHANU. 

- (Fl El1PLOYMEIH CRf AT I ON 

CLEARLY THE M0'.;1 EMBARRASS ING AND OlrF ICULT PROBLEM 

FAC ING lHE NEY SOCIAL 1ST REG IME IS UNUIPI OYMllH - -

NOY AT I. 849 Mi ll IOI-I (APPHOXltlllTELY 8 P[RCENT OF 

HIE YORKFORCEl AND LI KELY TO [OP A HEIi PSYCHOLOG ICAL 

THHESIIOLD OF l MILLION UY THE END or TIIF. VEIIR. 

IN lllE 1101rn:; Of lllE Plllt!E MIIIISTER, TIIE 1m1rn11\TE 

OBJECT IVE IS CONTAllll1ENT, IMPROVEMENT Bl ING Al 

LE /ISi 18 IIOIHHS 11\IAY . THE 110,000 PROJECTED PIIUL IC 

SERVICE JOBS F IGURE AS SC/IRCELY t!OR[ THIIN A PR 

GESTURE. MAUROY HnS SAID ON SEVERAL OCCASIONS lllAT 

HE EXPECT S TO NET 900,000 ADDITIONAL JOBS WITH lHE 

REOUCTION or THE \/ORKIIEEK TO 35 HOURS. OUT , AS THE 

35 -HOUR YORI\\/EEK 111\S RECEDED IIHO TIIE l tlDEF 1111 IE 

FUTURE, SO HAVE llll 900,000 JOBS. FRUSTRATION ON 

TH IS SCORF. HAS PRODUCED SOME INTERESTING AL IBIS: 

Hl (,H US INTEREST RATES, EMPLOYER PERF IDY, ETC. BUT, 

FOR FORf-1' S SAKE AT LEAST, GOVERNIIENT \II LL 1111111 TO 

BE SEEN 10 BE ACT IVE IN 1111 5 FIELD. IN lHE C0111NG 

MOIHIIS A NUl·IBER OF REGULAlORY MEASURES ARE 10 BE 

DISCUSSED: "COMrUTERIZATION AND EMPLOYMENT" 

(OCTOBER); "YOUTII AND WORI\" !NOVEMBER); ANO lHE 

01(,0 

L 8 - 0S 

1111 - 0b 

cm 01 

~PR~-01 

"RU OHI-I Of VOC11l IONt\l lllt\lNINl>" IIHCfl-1UElll . 1111 

0111 Y lllHfCl I\Pl'liOIICII 111111 l'IWJ-11 :;E \,/0\ILO Ii[ I\ JOH 

CREl\l ION lfFORI I IN!illl JO !Ill COMl-11 lttfl-11 

IPHOPOS IT I ON NO. 16) TO l 1\IINCII A 11\HGE Pllfll IC 

IIORIIS Pl!OGHIII-\. 

17. COMtlCNT 

ON /\NY fl\lR READ IN G OF THE SCORFCIIRD, 11 Mll:;T BE 

CONCEOl!l THi\T TllE soc 11111 , 1:; IIAVE Bl[N A:; 1;0011 
IAL11Q:;T) AS lllf IR YOHO_ 8111 IIIIFTHFl1 TIIE PI\Ni\CII[ 

Of -11 111LHHI\Nll :; r IR ~r lllll·IORlll DI\YS CIIN Bl ;;11s1111N1 fl 

IS I\NOTIIFH l-111l[lR _ 11'1 I IIBOH' :; OPl lC, 111 :; po :; 111v1 

l'FHIOHtlilllCf 10 lliilt 1-llll 11111110 f XfllW 1111 PIR IOO , 
Of "(,R/\Cf" YIIICII lHL IHAOE UNIOIJ:; IIAVl 11111:; fllH 

IICCORIJEO 111 M. IE II /\Rf I IICI I NI O 10 r/llJLT II IM I OIi 

NOi IIIIVING FOIINO I\N INSTIINT SOL\IT ION TO lHl PROBILM 
IUNf"t-lPLOYtl[NII 1/II ICII llillli'll'.; 1\fYNE ;; l nNS AMO :;UPP! V 

:; 101 R:; Ill IKE . :;Qllf SvtlPl\11117.rR'..i FE11R IIO\/EVtH Tllllf, 

\Ill.II E YR[Sll l llG \./IT!\ fill !; INIRACTI\BI E PROB! HI, 

l-lll"lERRIIIW 1-11\Y BE llMPlED TO "NOii 6IIDGtll\RY," 

IOfOLOGICALLY rtOIIV/111:0 fllVEn'.;101•1'.; WHICH COIILD 

UIVIDt III S ELEClORAH /IND Y[/11\EN lllF. ECOtlQl·IIC 

STRIICTllllE OF TIIE COi/ti IRY. 

I\NOIILtOGE/\Bll 08'.;LRVE!l'.; IIAVE SAID All ALONG THAl 

IIIE Nf-11 REGIME ' ;; f ! HST H[AI. l[Sl Yll l COl1E IN TIIE 
fALL. FALL IIAS COMl . 
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