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SUBJECT: CONSULTATIONS WITH FRENCH ON CARIBBEAN BASIN

INITIATIVE

REF: STATE 210640 L, 69//”

1. AS REQUESTED PARA 12 REFTEL, EMBASSY OFFICER ON AUGUST owk
17 MET WITH JEAN FARGUE, QUAI DEPUTY DIRECTOR FOR CENTRAL . [\
AMERICAN AND CARIBBEAN AFFAIRS, TO SEEK FOLLOwW-UP FRENCH ;X

REACTION 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 ASSISTANCE,
FARGUE SAID HE HAD TO DEPEND ON THE WRITTEN MEMORANDA OF
THE VISIT BECAUSE FARGUE DID NT ACCOMPANY CHEYSSON AND
HAD NOT RETURNED TO PARIS FROM VACATION BEFORE CHEYSSON
LEFT ON VACATION,

3. ACCORDING TO FARGUE, CHEYSSON'S MAIN ECONDMIC MESSAGE
WAS TO URGE THE CENTRAL 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 CHEYSSON AND THE GERMANS (GENSCHER)

TOLD THE CENTRAL AMERICANS THEY WOULD SUPPORT A COORDINATED

CENTRAL AMERICAN NEGOTIATION 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 INCREASE 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 RICA, HONDURAS, AND NICARAGUA. THESE
PRUTOCOCS WQULD INVOL VE ABOUT 508 MILLION FRANCS FOR EACH
COUNTRY AND WOULD BECOME AVAILABLE_IF THE UNSPECIFIED
INVESTMENT PROJECT WERE FINALIZED. FARGUE CONCLUDED

THE FRENCSH-HEFED—TTTU MORE AND WERE GOING TO TRY TO

ENCOURAGE PRIVATE FRENCH INVES?MEQl INTTHE REGION:
CHARPANT

DECLASSIFIED
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EDITORIAL/OPINION | ]

THE JOURNAL OF COMMERCE, Thursd%’y, %{gus{(g 1981

Has Mitterrand Changed View of Bumh s%“ﬁ

By ARNOLD McKAY
Journal of Commertee Staff
PARIS — President Francois Mit-.
terrand marked his first hundred days
in -office last week with a tribute to
private enterprlse —.and an una-
bashed plea for 'its support — that
drew reactions, moré or- less ‘across
the ideological spectrum, of “how s
that again?” :

Businessmen, were settling in nice- -

Ty to their rolé of naughty boys who
needed to be punished. Mr. Mitter-
rand had always made thein feel they
had it coming and since the Socialists
came to power on his bandwagon
many of them, and not the least, have
scolded away in harsh and menacmg
tones. v

What it amounts“to apparently
100 days did the trick — is.that the
euphoria of - victory has largely van-
ished -and Mr. Mitterrand is seemg
things more clearly now.’

‘After last week’s Cabinet meeting,

‘he had Pierre Beregovoy, secretary.

general of the presidency, inform the
press that ‘‘heads of businesses
should not be treated as scapegoats,
but trusted so they take part in the
effort to create jobs,” reconquer.the
domestic market and update techno-
logically.

“For the presldent ” Mr. Berego-
voy sdid, ‘‘there is an obvious need to

‘assoc_iate. the heads of business enter- .

prises with the national job-creation
effort and this means definmg a
colierent pollcyftoward them.”
Quoting this last passage in a
front-page editorial the next. day, le

Monde commented: “It could scarce--

ly be better put that there hasn’t been
one up to now.’

. A paper less ‘charitably disposed
toward -the new regime,-le: Quotidien
de Paris, quipped about the scapégoat

I line: “how painful it rhust have been

for Francois Mitterrand to say it.”

There ig very strong evidence that
Mr. Mitterrand-is-not all inciined to
‘leave businessmen with their faces in
the corner even'if he could get away
with it. The point is hé cannot.

No matter how many 'jobs are
n~{he public sector, Tio-seti
ent can be made in unemnployimnen:
til the private ‘sector picks up. This

is -particularly trueof the so-called

small-and medium-size enterprises — .

firms  with 10 to 500 employees —
where a majority of Frenchmen work
and turn out more than.a third of the
country’s exports. -

Mr. Mitterrand’s kind words. for
business were in fact accompanied by
the announcement that he - has .in-
structed Prime Minister Pierre Mau-
roy’s-government to come up, by
Sept. 15, with'a set of measures to
encourage ‘expansion, and hence em-

. ployment;*by. small and medium-size

- businesses. -

© Just what they ll be and more
important, whether they’ ll work, are...
unanswered questions.

Mr. Mauroy and.several of his
ministers have done. a great deal to
undermine business confidence fur-
ther since-Mr. Mitterrand’s election.

. The. prime minister, inaugurating
. a-new highway in Poitiers on July 25,
vowed that businessmen whose firms
got into- difficulty through their own

FRANCOIS MITTERRAND
The, French president surprisingly
- has tonéed dowh his socialist rhetoric
after his first. hundred days in office
WITh a 'frlbute to private enterpnsea

PARIS LETTER

“mcompetence” would be dealt with

“sternly,” which included the attach-

ment of their “personal chattels

" Business organizations were out-
raged.

Who is to judge a businessman’s
comipetence in. times of warldwide
recession and monetary, dlsorder, an
employers’ association leader from
Mr. Mauroy s home district demand-
ed.

" Afew days earller, the minister of
labor, Jean Auroux, had issued a
statement on"'the pendmg amnesty
law saying that it would be “very
liberal’”’ to workers sentenced for
offenses committed during labor dis-
putes but ‘“much stricter regardmg
offenses committed by employers.” -

The Conseil National du Patronat
Francais — the national ‘employers
association — came out with a strong
statement decrying the injustice of
applying a law differently according
to the soclal origin of the offender.

However, the law has been passed
as the Socialists drafted it and firms
are being forced to take back men
fired for illegal acts.

Last week, for example, Groupe
des Assurances Nationales, a nation-
alized insurance company, .agreed to
rehire a shop steward belonging to the
communist-led CGT who was fired for
illegal restraint of the company chair-
man in 1979. Five"CGT militants ar:

~being taken back into the Paris bul

and subway systenr’ and four nationa}
railways engineer trainees who didn’t

‘make the grade .are {o-be.given
_another chance. on

‘From the union point of view, of
course,. this is only justice: Unfortun-
ately, it seems to have bred an

atmosphere in which unions take the -
law into their. own hands with i u‘npum— .
" ty these days.

~Recently union members havé
‘“‘confiscated”’ a shipment of video-
disc components to prevent Thomson-
Brandt, the large eleetromics group
slated for nationalization, from going
through with a deal for manufacture
in Japan.

And unions at the” state tobacco

"~ R
. "
AN

mark a turning point.
——He

monopoly seized all foreign cigarettes
at a warehouse to force: people to
“smoke French.” The action was
touched off by the three-week layoff -
of 223 workers manufacturing the
French ‘Gitanes brand because of
lagging sales and huge stocksq S

It is of course nationalization
itself, and its usé by unions to
increase ‘‘worker power'” in enter-
prises, that most’ dlsturbs busmess-
men.

And the unions are maklng, ‘it
increasingly plain that they will pot
hesitate to. act against the flew
administration, by strike if necessary,
to increase theu' POWET.

In view of all this, business
spokesmen havé remained highly

‘skeptical of Mr. Mitterrand’s appeal

for their support, They are tellmg him
what' they expect; it remains to be
seen how much they’ll get,

" At this writing, it- doesn’t look all
bad. If, on Thursday, Michel Rolant, a
national secretary of the CFDT was
able to-claim “substantial and-posi-

.-tive progress’ at a meeting with Jean

le Garrec, the secretary of state.in
charge of nationalization, the same
day Mr. Auroux, the labor rhinister,
affirmed that unions would not be
given veto power over an employer 3
decision to cut staff. i

1f that holds itter-
r%td'comes through "with the help

all and medium businesses he has
promised, then his unexpected tribute P
to the, private sector may mdeed /

ader is-
advised to draw no conclusion. o
Jacques Attali, one-of Mr.* Mltter-
rand’s key economic advisers, ex-
plained in his 1978 book “La Nouvelle
Economie Francaise”” that small and
medium-size private enterprises are
indispensable to Socialist plans.
“Better thap ‘others, they can
adjust rapidly t¢ demand, develop
innovations, get-small teams of spe-
cialists to cooperate and have favora-
ble relations with their customers and
suppliers,” he wrote (on page 2063.
But on page 207 he noted: “when
they become significantly influential
over modes of production, they will be
nationalized.” .

g
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DAY TO DAY 17 172 17 1/2 (/

ONE HONTH 17 1/4 - 17 /2 17 3/8 A7 5/8 V‘
THREE MONTHS 17 3/8 - 171 5/8 17 3/4 - 18

INTEREST RATES

---------------- 111151 2822257 /6% 8/12
R 281820L AUG 81
FM AMEMBASSY PARIS
TO SECSTATE WASHDC 8681
- DEPARTMENT OF TREASURY WASHDC

INFO AMEMBASSY BONN $1X MONTHS 16 7/8 - 17 1/8 17 1/4 - 11 3/
AMEMBASSY BRUSSELS OME YEAR 16 1/2 -~ 16 3/4 16 3/4 - 17
AHMEMBASSY LONDON EURO-FF, ONE MONTH 33 3L

AMEMBASSY ROME . .
AHEMBASSY TOKYO - 8/18 8/21

AMCONSUL BORDEAUX POUCH PUBLIC SECTOR BANKS 17.04 17,23
AMCONSUL LYON POUCH
AMCONSUL MARSEILLE POUCH - §/12 8/21
AMCONSUL STRASBOURG POUCH EXCHANGE RATES
. ) DOLLAR 5. 97 5.9%
UNCLAS SECTION 81 OF 9 PARIS 25849 STERL ING 18.87 19. 34
DM 2.40 2,38
USEEC SHISS FRANC 2.81 2.78
PASS FEDERAL RESERVE, COMMERCE, LABOR INSEE STOCK PRYCE INDEX 8/7 &8/
BASE 162, 12/31/88
EA 12865:NA FRENCH 85.3 86.1
TAGS: EALR, EGEN, FR FOREIGN 157.% 154.8
SUBJECT: FRENCH FINANCIAL AND ECONOMIC DEVELOPMENTS i
REF: PARIS 24328 DIVISE - TITLE 7,36.- 7.4 7.15 - 7.18

- (FINANCIAL FF/S RATE)

1. SUMMARY
THE WEAKNESS OF THE FRANC WITHIN THE EMS HAS PERSISTED

THE WEAKNESS OF THE FRANC HAS CONTINUED BEYOND THE
AUGUST 1% "TARGET DATE" FOR ENMS REALIGNMENT, THE
BANK OF FRANCE HAS STABILIZED MONEY MARKET RATES, .
ABANDONING, AT LEAST FOR NOW, ATTEMPTS TO MOVE DOWN : ] -
DOMESTIC INTEREST RATES RELATIVE TO THOSE PREVAILING
INTERNAT LONALLY. = - CooT

PRESIDENT MITTERRAND HAS ASKED THAT MEASURES BE TAKEN

IN SEPTEMBER “TO ACCELERATE THE RECOVERY IN ECONOMIC
ACTIVITY,™ AFTER NOTING THE CONTINUING RISE IN
UNEMPLOYMENT. IN JULY, THE UNEMPLOYMENT RATE ROSE

TO 8.1 PERCENT. HOWEVER, THE INCREASE IN THE MUMBER

OF NEW UNEMPLOYED IS SLOWING DOWN, THERE ARE OTHER
INDICATIONS THAT THE WORST MAY BE OVER FOR ECONOMIC
ACTIVITY IN FRANCE, [INDUSTRIAL PRODUCTION ROSE [N

JUNE, AND THE JULY BANK OF FRANGE SURVEY ALSO

INDICATES AN IMPROVEMENT N 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
IMPORT GROWTH DUE TO THE WEAKNESS OF THE DOMESTIC
ECONOMY AND MORE BUOYANT EXPORTS. THE SERVICES

ACCOUNTS iMPROVED AS WELL. HOMEVER, THERE WAS A FF 22
BILLION DROP IN FRANCE’S EXTERMAL MONETARY POSITiON
REFLECTING CAPITAL OUTFLOWS L{NKED TO THE ELECTORAL
SEASON’S POLITICAL CLIMATE. BUDGET MINISTER FABIUS

IN A RECENT INTERVIEW SAID THAT FF 38 BILL{ON IN ADDITION-
AL RECEIPS MUST BE FOUND TO LiMIT THE 1982 DEFIGIT TO

FF 95 BILLION, AND GONFIRMD THAT A WEALTH TAX

WiLL BE IMPOSED TO SUPPLY PART OF THE NECESSARY .
ADCITIONAL FUNDS. THE 1981 BUDGET DEFIC!T DURING

THE FIRST FOUR MONTHS WAS, ACCORDING TO DATA ON TREASURY
OPERATIONS, 38 PERCENT LARGER THAN THE PRECEDING YEAR
DEF{CIT. THE GOF ANNOUNCED THAT T WILL FLOAT iTS FIRST
POST ELECTION BOND |SSUE IN SEPTEMBER,

UNCLASSIFIED
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DEPARTHENT OF TREASURY WASHDC

INFO AMEMBASSY BONN

AMEMBASSY BRUSSELS

AMEMBASSY LONDON

AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH

AMCONSUL LYON poucH

AHCONSUL MARSEILLE POUCH

AHCONSUL STRASBOURG POUCH

UNCLAS SECTION B2 OF £3 PARIS 25849

BEYOND AUGUST 15, THE FOGUS DATE FOR EXCHANGE
MARKET EXPECTATIONS OF EMS REALIGNMENT, AS OF
THE 2pTH, THE BANK OF FRANCE’S FORE!GN EXCHANGE
RESERYVES HAD DROPPED FF 9 BILLION FROM AMOUNTS
REPORTED AT THE END OF JULY. THE BANK OF FRANCE
HAS STABILIZED ITS MONEY MARKET INTERVENTION
RATES, AND MONEY MARKET RATES AT LOMGER TERM HAVE
MOVED UP SINCE, I VIEW OF THE WEAKNESS OF THE FRANC,
PEOPLE NO LOMGER EXPECT THE BANK TO ACTiVELY PUSH
INTEREST RATES DOWN. INTEREST RATES ON BONDS,

ON THE OTHER HAND, MOVED DOWN A LITYLE OVER THE
PERIOD, WITH THE EXCEPTION OF GOF ISSUES.

FRENGH STOCK MARKET PRICES ROSE IN THE

BASIS OF GOF STATEMENTS THAT THE “LOl HOMORY"
GIVING FAVORABLE TAX TREATMENT TO STOCK INVESTMENT
HiLL 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 HARKET $/FF EXCHANGE RATE STABILIZED

AT 21 PERCENT.  PRIGES OF FOREIGN STOCKS FELL,
REFLECTING TRENDS iN THE U.S. MARKETS AND 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 REGOVERY 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 NECESSITY
TO ASSOCIATE BUSINESS LEADERS TO THE NAT1ONAL
EFFORT TO CREATE EMPLOYMENT IS EVIDENT AND 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 GCREATION, 1MPROVE
THE IMAGE OF BUSINESS LEADERS IN THE COUNTRY

AND ASSURE THAT THE CONDIT!ONS EXIST FOR A REAL
COOPERATION BETWEEN HEADS OF BUSINESS AMD EMPLOYEE
ORGANIZATIONS IN THE SMALL AND MEDIUM-SIZED FIRMS."
SPECIAL MEASURES FOR THESE FIRMS HAVE ALREADY

BEEN PROVIDEQ: GOVERNMENT PAYMENT FOR PART OF

THE SOCIAL SECURITY COSTS NOAMALLY PAID BY THE
EMPLOYER, PREFERENTIAL INTEREST RATES AND LOANS FUNDS.

UNCLASS [F IED
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~.  THE ADDITIONAL MEASURES UNDER CONSIDERATION
REPORTEDLY {NCLUDE THE IMCLUSION OF SMALL FIRMS
IN CONTRACTS ARISING FROM THE GOF’S INDUSTRIAL
POLICY TO ENCOURAGE INNOVATION, AND THE USE OF
REGIONAL REFORM MEASURES TO PERMIT SELECTIVE
ECONOMIG STIMULUS. THERE ARE, IN ADDITION,
HEASURES UHNDER GONSIDERATION TO FAGILITATE

SHALL AND MEDIUM FIRHS’ ACCESS TO CAPITAL,
MEASURES TO REDUCE INBERITANCE TAXES AS THEY
AFFECT SHMALLER FIRMS, A REVISION OF THE SYSTEM OF
PAYMENTS TO BENEFIT SMALLER F{RMS, AND THE
WAIVING OF A POSSIBLE FUTURE GOF YETO ON LAYOFFS
SPECIFIC MEASURES UNDER CONSIDERATION REPORTEDLY
INCLUDE THE USE OF NATIONAL{ZED FIRMS TO DIRECT
SUB-CONTRACTS TO SMALLER FIRMS, AND A REQUIREMENT
THAT LARGE [NSTITUTIONAL INVESTORS USE A PART OF
THEIR FUNDS TO PURCHASE STOCK OF SHALLER COMPANIES.
~5,  UNEMPLOYMENT -~ JUL{

THE SEASONALLY ADJUSTED NUMBER OF JOB SEEKERS
INCREASED 1.3 PERCENT FOLLOWING A 1.7 PERCENT JUKE
INCREASE, 25.8 PERCENT UP FROM M YEAR AGO. THE
UNEMPLOYMENT RATE WAS 8.1 PERCENT IN JULY.
HOWEVER, THE WORSENING OF THE EMPLOYMENT S{TUATICON
REDUCTIOSEEMS TO BE SLOWING, SINCE THESE

MONTHLY INCREASES ARE MUCH LOWER THAN ERRLIER

IR THE YEAR. THE SEASONALLY ADJUSTED NUMBER OF
UNFILLED VAGANCIES DECREASED 0.9 PERGENT AS

WELL FOLLOWING A 4.1 PERGENT JUKE DECREASE,

22.7 PERCENT DOWN FROH A YEAR AGO.

- JuLy PERGENT CHANGE

~ UNCLASSIFIED -
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ACTION EUR-12
' IMPORTS $A 54,4 9.9 1.8 14,9
INFO 0CT-81 ADS-88  AID-87 INR-18  S$S-1% ClAE-86 EB-08 EXPORTS SA 48.3 2.6 2.8 18.6
EA-12 1CA-1% H-g1 NSC-25 NSAE-P9 COME-Z8 LAB-04 BALANCE SA -6.1
DOE-18 OPIC-7 PA-g2  GEA-PL OMB-81 STR-11  SIL-g1 BALANCE NSA -3.9
FRB-81 XME-04 AGR-81 SP-42 SPRS-§2 /133 W -7, INDUSTRIAL PRODUCTION =~ JUNE

------------------ 111202 2822381 /72
R 2818207 AUG 81

FM AMEMBASSY PARIS

TO SECSTATE WASHDC 2683

- DEPARTMENT OF TREASURY WASHDC

INFO AMEMBASSY BONN
AMEMBASSY BRUSSELS
AHEMBASSY LONDON
AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH
AMCONSUL LYON POUCH
AMCONSUL MARSE [LLE POUCH
AMCONSUL STRASBOURG POUCH

UNCLAS SEGT]ON 23 OF @9 PARIS 25849

- THOUSANDS JULY/JUNE JUNE/MAY JULY 81/88

JOB SEEKER SA  1,849.4 1.3 1.7 25.8
UNFILLED

-VACANCIES SA 66.6 -8.9 -4.1 -22.7
UNEMPLOYMENT

~RATE PERCENT 8.1
- PREL IMINARY RETAIL PRICES -- JULY

FIRST ESTIMATES INDICATE A 1.7-1.8 PERCENT INCREASE IN
RETAIL PRICES, FOLLOWING A 1.8 PERCENT JUNE INCREASE.
THE INCREASE IN PUBLIC SECTOR RATES, ELECTRICITY

AND NATURAL GAS, PROBABLY ACCOUNTED FOR 1/4 OF THIS
INCREASE,

-6. FRENCH FOREIGN TRADE -- JULY

THE FREMCHTRADEDEFICIT, (FOB-FOB) SEASONALLY
ADJUSTED, WIDENED FROM 5.9 BILL!ON FRANCS IN JUNE
TO 6.1 BILLION FRANCS, COMPARED WiTH A 6.6 BILLION
FRANG DEFICIT (N JULY 1988

- IMPORTS [NCREASED 8.9 PERCENT FOLLOWING A 7.8
PERCENT JUNE INCREASE, 14.3 PERCENT UP FROMW &

YEAR AGO, WHILE EXPORTS INCREASED 8.6 PERCENT
FOLLOWING A 2.9 PERCENT JUNE INCREASE, 18.6
PERCENT UP FROM A YEAR AGO

- ON A NON-SEASONALLY ADJUSTED BASIS, THE
DEFICIT WIDENED FROM FF 2.6 BILLIOK 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 B!LLION DEFICIT
FOR THE SAME PERIOD OF 138g.

- DURING THE MONTH, THE NET ENERGY BILL WAS FF
14.3 BILLION, AND TRADE {N HOUSEHOLD DURABLE GOODS
AS WELL AS OTHER CONSUMERS GOODS WERE IN DEFICIT

ON THE OTHER HAND, TRADE [N PROCESSED FOOD AND
AGRICULTURE, AUTOMOBILE AND TRANSPORT EQUIPHENT, *
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 81/88

INDUSTRIAL PRODUCTION, EXCLUDING CONSTRUCT{ON AND
SEASONALLY ADJUSTED, INCREASED 1.6 PERCENT
FOLLOWING A @.8 PERCENT MAY DECREASE, 4.6 PERCENT
DOWN FROM A YEAR AGO,

THYS MONTH’S INCREASE WAS DUE TO 2 SEGCTORS: ELEGTRICAL
CONSTRUCTION, WHICH INCREASED 14,5 PERGENT

FOLLOWING A 7.5 PERCENT HAY DECREASE, AND AUTOMOBILES
WHICH INCREASED 15.4 PERCENT BUT WAS STILL 12.9

PERGENT DOWN 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
GODDS 5,5 PERCENT

- INDUSTRIAL PRODUCTION, EXCLUDING
- CONSTRUCTION sA
PERCENT CHANGE

- JUNE JUNE/MAY MAY/APRIL JUNE 81/88
OVERALL 125 1.6 -9.8 -4.6
OF WHICH .

- ENERGY 125 -2.3 .2 -2.3
INTERMED I ATE
- GOODS 111 ~2.8 [ -5. 9

UNCLASSIFIED
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ACTION EUR-12

INFO 0CT-g1  ADS-0@ AIDlﬂ7 INR-18  §S-15 CIAE-80 EB-8
EA-12 1CA-15  H-#1 NSC-#3  NSAE-88 COME-8¢ LAB-#4

DOE-18  OPIC-87 PA-82 CEA-B1  OMB-B1  STR-11
FRB-81  XMB-g4  AGR-81  SP-92 SPRS-82 /133 W
------------------ 111287 28222982 /72

R 2818281 AUG 8%

F# AHMEMBASSY PARIS

TO SECSTATE WASHDC 5684

DEPARTHENT OF TREASURY WASHDC

INFO AMEMBASSY BONN

AHEMBASSY BRUSSELS

AHEMBASSY LONDON

AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH

AMCONSUL LYON POUCH

AMCOMSUL MARSE ILLE POUCH

AMCONSUL STRASBOURG POUCH

UNCLAS SECTION B4 OF B9 PARIS 25849

CONSUHERS GOODS 148
CAPITAL GOODS 154 1

-2.2
-18.1

e o
o w3

]
N oot
o

- THE 3 MONTHS MOVING AVERAGE, A BETTER INDICATION
OF TREND DECREASED FROM 125 TO 124, SHOWING A
RELATIVE STABILIZATION AFTER SEVERAL MONTHS OF.

DECL INE.

-8, GOF BOND ISSUE

THE GOF HAS ANNOUNCED THAT IT WILL OFFER A FF

8 BILLION, 6-YEAR BOND |SSUE AT A RATE OF

16.75 PERCENT ON SEPTEMBER 18. |IT WiLlL BE THE
FIRST SUCH ISSUE SINCE THE ELECTION AND ONLY THE
SECOND THIS YEAR -- THE FIRST ISSUE, FOR 18
BILLTON, WAS PLACED IN JANUARY. THE ISSUE WILL
PROVIDE THE SAME TAX ADVANTAGES AS OTHER GOF BONDS -~
A FF 3,889 DEDUCTION FOR INTEREST EARNINGS, A
PREFERENTIAL TAX RATE ON EARNINGS ALONE FF 3,888,
AND EXEMPTION FROM WITHHOLDING. HOWEVER, IT
VILL BE REIMBURSABLE ONLY AT THE END OF THE

SIX YEARS.

c- SOCIETE GENERALE WILL BE THE LEAD BANK OF
A CONSORTIUM OF 15 AND A TOTAL OF 68 CONTRACTING
INSTITUTIONS. ’

- THE INTEREST RATE OFFERED iS A LITTLE ABOVE

THE PRESENT HARKET RETURN ON SIMILAR [SSUES,

AND HAS LED TO A SLIGHT INCREASE IN MARKET RATES
THIS WEEK. THE ISSUE iS REGARDED AS A FIRST TEST OF
INVESTORS’ ATTITUDES TOWARD THE NEW GOVERNMENT, WHICH
WILL HAVE TO CONTINUE COMING TO THE MARKET FOR

FUNDS TO FINANCE THE MUCH LARGER BUDGET DEFICITS
FORECAST THIS YEAR AND NEXT. THE INTEREST COST

ON THE ISSUE 1S ESTIMATED AT FF 1.3% 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 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
ESSENTIALLY TO "TECHNICAL AND SEASONAL FACTORS."
THE INCREASE IN CAPACITY UTILIZATION IS CONSIDERED

UNCLASS IF 1ED
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DUE TO A PiCK-UP THAT HAS OCCURRED AFTER INVENTORIES
WERE ALLOWED TO DIMINISH, PARTICULARLY [N THE
INTERMED [ ATE GOODS SECTORS, BUT T MAY BE

ONLY A TEMPORARY ADJUSTHENT. COHWSUMER GOODS
PRODUCTION SHOWED A SEASONAL {NCREASE; HOWEVER,

NO [MPROVEMENT OCCURRED IN CAPITAL GOODS PRODUCTION,
WHICH HAS BEEN DECLINING SINCE MAY, UNEMPLOYMENT
FURTHER INCREASED DURING JUHE {N MANY INDUSTRIES

- DEMAND SHOWED A SLiGHT INCREASE. THE
POSSIBLE DOMESTIC CAUSE MAY BE STOCKBUILDING
IN ANTIC!PATION OF HIGHER PRICES. THE INCREASE

"IN FOREIGN DEMAND {S PRESUMABLY DUE TO IMPROVED

COMPETITIVENESS FROM A DEPRECIATING FRANC

OVERALL, |HCREASEQ DOMESTIC DEMAND WAS SOMEWHAT

STRONGER THAM FORE!GN DEMAND AND THE BANK NOTES

THAT FRENCH BUSINESS USUALLY REACTS (N THIS

WAY PRIOR TO EXPECTED PRICE INCREASES.STIilL,

THE INCREASE IN DEMAND IS VIEWED AS VERY LIMITED,

AS THE (NCREASED COST OF MONEY IS SEEN AS A PRINCIPAL ‘
CAUSE FOR INVENTORIES STILL TO BE VERY HEAVY AND

CAPITAL GOODS ORDERS TO BE LOW.

- BUSINESS FORECASTS WERE MIXED: THE VIEW

FOR JULY WAS GOOD BUT THERE 1S CONSIDERABLE
UNCERTAINTY ABOUT THE POST-VACATION PER10D
INTERMEDIATE GOODS PRODUCTION, WITH THE MAJOR
EXCEPTION OF BUILDING INDUSTRIES, SHOMED VARYING
DEGREES OF IMPROVEMENT IN JUNE, DUE TO WHAT ARE
CONSIDERED TO BE LARGELY TECHW{CAL ADJUSTHENTS.
BEYOND THIS, BUSINESS FORECASTS ARE FOR A RETURN

TO FLAT ACTIVITY. CAP!TAL GOODS WERE THOUGHT

TO BE THE SECTOR HARDEST HIT BY HIGR INTEREST RATES

UNCLASSIFIED
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ACTION EUR-12

INFO 0CT-B1  AD$-BE  AID~§7 INR-16 $S~15  CIAE-00 EB-E3
EA-12  ICA-15 H-B1  NSC-85 NSAE-B8 COME-0 LAB-04
DOE-1  OPIC-B7 PA-g2  CEA-9L OMB-B1 STR-11  SiL-51
FRB-B1  XMB-04  AGR-B1 SP-B2  SPRS-B2 /133 W

------------------ 111216 2822311 /72

R 2818247 AUG 81

FM AMEMBASSY PARIS

T0 SECSTATE WASHDC 0605

DEPARTMENT OF TREASURY WASHDC

INFO AMEMBASSY BONN

AMEMBASSY BRUSSELS

AMEMBASSY LONDON

AMEMBASSY ROME

AMEMBASSY TOKYO

AHCONSUL BORDE AUX POUCH

AHCONSUL LYON POUCH

AMCONSUL MARSE [LLE POUCH

AMCONSUL STRASBOURG POUCH

UNCLAS SECTION 85 OF 0% PARIS 25849

THE TWO INDUSTRIES WHICH HAVE DONE WELL IN PAST
HONTHS, AIRCRAFT AND ELECTRONICS, STILL SHOMW THE

BEST PRODUCTION, BUT SHOW THEY, TOO, ARE ENCOUNTERING
BIFFICULTIES. NO IMPROVEMENT IS FORESEEN IN

CAPITAL GOODS PRODUCTION I[N COMING MONTHS

CONSUMER GOODS DiD WELL IN JUNE, BUT THIS WAS
PRINCIPALLY DUE TO FOOD INDUSTRIES. OVER THE
SHORT-TERM, THE SAME LEVEL OF ACTIVITY SHOULD
CONTINUE.

- OUTPUT [N THE CONSTRUCT{ON INDUSTRY STAGNATED
IN JULY, WITH AN INCREASE EXPECTED ONLY AT THE
END OF THE YEAR WHEN GOF INCENTIVE HEASURES
SHOULD BEGIN TO AFFECT ACTIVITY. RETAIL SALES
PICKED UP IN JUNE. STOCKS OF INDUSTRIAL PRODUCTS
ARE NOW CONSIDERED AT BELOW NORMAL LEVELS, AND
EXPECTATIONS OF STRONGER SALES AFTER THE SUMHMER
HOLIDAYS, TOGETHER WITH ANTICIPATIONS OF HIGHER
INFLATION, HAVE LED TRADERS TO CONSIDER NCREASING
ORDERS.

~18. BALANCE OF PAYMENTS -- SECOND QUARTER 1981

THE CURRENT ACCOUNT DEFICIT, S.A., NARROWED SUBSTANTIALLY
IN THE SECOND QUARTER DUE TO BOTH A REDUCTION IN THE
TRADE DEFICIT AND A LARGER SURPLUS ON THE SERVICES
ACCOUNTS, THE IHPROVEMENT OF THE TRADE ACCOUNT

WAS DUE TO BOTH A SLOWER RISE IN TMPORTS AND MUCH
FASTER EXPORT GROWTH. THE SLOWDOWN IN IHPORT

VALUE WAS LIMITED, HOWEVER, BY THE LARGE INCREASE

IN THE EMERGY BILL LINKED TO DOLLAR APPRECIATION

(FF 48.5 BILLION ARD FF 77.2 FOR THE FIRST HALF
COMPARED TO FF 72.6 BILLION IN FIRST HALF 1988},
DESP{TE A SHARP DROP IN THE VOLUME OF IMPORTED

OiL. BUOYANT AGRICULTURAL SALES CONTRIBUTED

TO THIS YEAR’S RECOVERY iN EXPORTS.

- ALTHOUGH INCOME iN SERVICES ROSE SHARPLY

IN THE SECOND QUARTER,REGE!PTS FOR THE FIRST

HALF AS A WHOLE WERE SLIGHTLY BELOW FIRST HALF 1388,
THE BETTER TREND ON NET INVISIBLES {N 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
IRAN-[RAQ! WAR. INCOME FROM LARGE PROJECTS ROSE
LARGELY BECAUSE OF CONTRACTS CONCLUDED

WITH SAUDI ARABIA., RECEIPTS ON TOURISHM WERE UP

INCOMING
State TELEGRAM

PARIS 25848 @5 OF g9 281889L

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 CF DOLLAR
APPRECIATION, THE INVESTHENT [INCOME ACCOUNT
SHIFTED INTO SURPLUS [N THE SECOND QUARTER FROM

A DEFICIT IN THE FIRST BUT WAS STILL SUBSTANTIALLY
BELOW LASTYEAR’S SURPLUS, LARGELY BECAUSEOF

LARGER PUBLIC AND PR{VATE DEBT SERVICE PAYMENTS
HIGHER INTEREST EARNINGS OM FRENCH FOREIGN EXCHANGE
RESERVES LARGELY OFFSET THE HIGHER INTEREST PAYMENTS
ROSE SHARPLY, THE RESULT OFSUBSTANTIALLY HIGHER
WORKERS’ REMITTANCES.

- THERE WAS A VERY LARGE NEGATIVE SWING [N

THE LONG-TERM CAPITAL ACCOUNT IN THE SECOND
QUARTER. FRENCH EXTENSION OF EXPORT CREDIT EXPANDED’
AT THE SAME TIME AS FRENCH DIRECT AND ESPECIALLY
PORTFOL10 INVESTHENT ABROAD SKYROCKETED. INWARD
INVESTMENT, BOTH DIRECT wND PORTFOLIO, STABILIZED.
THE QUTFLOW OF LONG-TERM CAPITAL WAS PARTIALLY
LIMITED BY LARGER DRAWINGS UNDER THE NATIOMALIZED
ENTERPRISE BORROWING PROGRAM. INFLOWS OF SHORT-
TERH PRIVATE SECTOR CAP{TAL ROSE, BUT THERE WAS

A FF 14 BILLION NEGATIVE SHIFT IN THE ADJUSTHENT
AND ERRORS AND OMISSIONS LINE.

FRANCE’S EXTERNAL MONETARY POSITION DECLINED FF

21 BILLION IN THE SECOND QUARTER, AS THE NET OFF ICIAL
RESERVE POSITION DROPPED FF 33.4 BILLION, WHILE

THAT OF THE BANKING SECOTR ROSE FF12.8 MILLION

~11. BALANCE OF PAYMENTS -- SECOND QUARTER

BILLIONS OF FRANCS

UNCLASSIFIED
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PAGE 1 PARIS 25849 @6 OF P9 2819937 3113 PARIS 25849 g6 OF B9 2818937
ACTION EUR-12
. - LARGE PROJECTS AND TECHNICAL
INFO 0CT-81  ADS-@2  AID-87 INR-18 SS-15  ClAE-p0 EB-£8 =" "~ COOPERATION 17,9 4.8 5.1
EA-12  ICA-15 H-01 NSC-85 NSAE-@8 COME-8F LAB-D4 '~ INTEREST, DIVIDENDS AND OTHER
DOE-14  OPIC-g7 PA-82  CEA-91  OMB-61 STR-11  SIL-Bl - CAPITAL REVENUE 9.7 ~g.1 2.1
FRB-§1  XMB-@4  AGR-B1 SP-g2  SPRS-@2 /133 W ~  SALARIES AND OTHER -
---------- memeeess119218 2822317 /72 - EARNINGS - -6 -84 -8.3
R 2818207 AUG 81 - PATENT AND OTHER RENTAL™ :
FM AMEMBASSY PARIS - INCOME = ~2.2  <0.% -0.5
TO SECSTATE WASHDC 686 - TOURISM - 9.4 1.5 3.4
DEPARTMENT OF TREASURY WASHDG - OTHER SERVICES 8.7 1.8 9.2
INFO AHEMBASSY BONN - FRENCH GOVERNMENT
AMEMBASSY BRUSSELS - TRANSACT IONS 3.4 1.5 2.4
AMEMBASSY LONDON "~ TRANSACTIONS WITH OTHER
AMEMBASSY ROME - GOVERNMENTS 9.4 .1 .1
AMEMBASSY TOKYO ~  TOTAL SERVICES 35,2 5.2 10,2
AMCONSUL BORDEAUX POUCH - . TOTAL GOODS AND :
AMCONSUL LYON POUCH - SERVICES - -15,5 -16.1 6.5
AMCONSUL MARSEILLE POUCH ~ UNILATERAL TRANSFERS
AMCONSUL STRASBOURG POUCH - PRIVATE SECTOR -18.3 -2, 4 3.2
. - WORKERS’ REM!TTANCES-10.9 ~2.6 -3.4 -
UNCLAS SECT!ON 86 OF B9 PARIS 25849 - OTHER - 2.6 9.2 9.2
- PUBLIC SECTOR 7.3 -2,2 -1.7
- - NON-SEASONALLY ADJUSTED ~ TOTAL TRANSFERS -17.6 ~4.7 -4,9
- - 1986 1981 tq 1981 11Q - GURRENT ACCOUNT -33.1 -14,7 1.6
TRADE - -52.3 -13.2 5.9 Q - e 1 e
INVISIBLES - 13,2 -1.6 6.6
- BROKERAGE - 1.5 ~2.1 1.3 - - SEASONALLY ADJUSTED
- SERVICES - 35.2 5.2 10.2
- TRANSFERS - ~17.6 -4, 7 -4,9 CURRENT ACCOUNT -3.8 -11.7 -2.4
CURRENT ACCOUNT - -33.1 -14.7 -1.6 BALANGE OF PAYMENTS (CONTINUED
CAPITAL MOVEMENTS 10,9 1.9 -1
LONG TERH - -4.5 -0.4 -11.3
- EXPORT CREDITS -15.5 -3.8 ~6.2
- DIRECT INVESTMENT 9.8 -g.7 -2.3
- PUBLIG SECTOR INVEST-
- MENT - -1.0 -0.5 -0, 1
- LOANS - -5.8 -1.7 -6.3
- PORTFOLI0 INVESTMENT  ~6.9 -2, 4 1.1

- DRAWINGS ON FORE!GN BORROWINGS (NATIONALIZED
- ENTERPRTSE BORROWING

- PROGRAM) 23.9 8.8 18.6
SHORT TERM PRIVATE 15,5 2.2 4.0
+ ADJUSTHMENT ERRORS AND

- MiSSIONS - 21.3 1.4 -15.3
CHANGE [N EXTERNAL MONETARY

- POSITION /1/ 6.9 11.4 21.8
- BANKING SECTOR 29.9 20.2 -12.4
- PUBLIG SECTOR ~28. 2. -8.7 33.4
TRADE - -52.3 -13.2 -5. 8

- EXPORTS - 454. 6 128.4 141.4
- IMPORTS - -506.9 ~141,6 ~146. 4

71/ INGREASE EQUALS (-}
- BALANCE OF PAYMENTS (CONTINUED)

NOM-SEASONALLY ADJUSTED

INVISIBLES - 1.2 -1.6 6.8
- BROKERAGE - 1.8 - -1.3
- SERVICES

- ACCESSORY CHARGES ON

- TRADE - ~3.6 -1.3 -1.%
- OCEAN TRANSPORT ~3. 4 -1.6 -2.8
- OTHER TRANSPORT 5.2 1.9 1.1
- INSURANCE - ~4.3 - -

UNCLASSIFIED
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ACTION EUR-12

INFO 0CT-81 ADS-88  AID-g7 INR-1@ SS-15  CIAE-§8 EB-g8
EA-12  1GA-15  H-B1 NSC-25  NSAE-6@ COME-26 LAB-04
DOE-16  OPIC-p7 PA-82  GEA-@1  OMB-B1 STR-11  SIL-g1
FRB-B1  XMB-84  AGR-§1  SP-B2  SPRS-B2 /133 W

memmtmem e neeee 111215 282233L /72

R 2813201 AUG 81

FM AMEMBASSY PARIS

T0 SECSTATE WASHDC 8587

DEPARTMENT OF TREASURY WASHDC

INFO AMEMBASSY BONN

AMEMBASSY BRUSSELS

AMEMBASSY LONDON

AMEMBASSY ROME

AMENBASSY TOKYO

AMCONSUL BORDEAUX POUCH

AMCONSUL LYON POUCH

AMCONSUL MARSEILLE POUCH

AMCONSUL STRASBOURG POUCH

UNGLAS SECTION 97 OF 8 PARIS 25849

TRADE - -13.4 -11.3 1.1

SERVICES. - 9.8 6.1 8.7
- OFWHICH

- COMMERCIAL - -G, 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
- TOURISH - ' 2.0 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 DIMANCHE.

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 85 BILLION, COMPARED
TO EARLIER PREDICTIONS OF FF 1GA-35 BiLLION.
ACCORDING TO FABIUS, "THE DEFICIT IN PERCENTAGE
TERMS WILL BE EQUIVALENT TO THAT OF 1975 WHEM
VALERY GISCARD D’ESTAING, JACQUES CHIRAC AKD
JEAN-PIERRE FOURCADE ENACTED AN ECONOMIC RECOVERY
PROGRAM. " MR. FABIUS SAID THE DEFICIT WOULD BE THE
EQUIVALENT OF "ONLY" 2.6 PERCENT OF GDP IN 1332,
AND MADE THE POINT THAT IN A NATONAL ACCOUNTS
BASIS THE PUBLIC SECTOR DEFICIT WOULD BE SMALLER
THAN THESE OF 17S MAJOR TRADING PARTNERS,

AT 2.4 PERCENT IN 1981 AND "SLIGHTLY HIGHER" IN 1982

THE GOF MUST FIND FF 3% BILLION IN ADDITIOMAL
RECEIPTS TO LIMIT THE1982 DEFICIT TO FF 95
BILLION, SINCE SPENDING IS EXPECYED TO GROW 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 MILLION, AND TAX THE REST PROBABLY AT A RATE
SIGNIFICANTLY UNDER 5 PERCENT. THE TAX WILL,
AGCORDINGTO FABIUS, AFFECT ONLY 1-2 PERCENT OF
TAXPAYERS. CONTRARY TO CAMPAIGN PROMISES, THE
TAX WILL PROBABLY FALL ON PRODUCTIVE CAPACITY
THOUGH PROBABLY WITH A PREFERENTIAL DEDUCTION

IN ADDITION, HE SAID THAT TAX EXEMPTIONS FOR
DEPENDENTS WHICH HAVE BEEN UNIMITED (N MOST

CASES WILL NOW HAVE A CEILING PLACED ON THEM,

INCOMilG
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THIS HAS THE EFFECT OF MAKING THE PERSOMAL
INCOME TAX MORE PROGRESSIVE.

- ON THE QUESTION OF WHERE THE FF 38 BILIN

IN NEW TAXES WILL BE RAISED, LE MONDE REPORTS
THAT ABOUT HALF SHOULD COME FROM DIRECT TAXES,
HALF FROM [NDIRECTTAXES. THE WEALTH TAX S
EXPECTED TO YIELD BETWEEN FF 5 AND 18 BILLION.
IN ADDITION, AN INCREASE IN THE PROGRESSIVITY OF
THE TAX SYSTEM, WITH A MEW UPPER BRACKET OF 65
PERCENT, 1S UNDER DISCUSSION. AMONG LNDIRECT TAXES,
A CHOICE 1S TO BE MADE BETWEEN AN INCREASE IN
TAXES ON PETROLEUM AND AN INCREASE !N THE VALUE-
ADDED TAX.

~13. TREASURY SITUATON AT THE END OF APRIL 1981

TABLE | -- BALANCE

- - (BILLIONS OF FF}

- - APRIL 88 APRIL 81
PRECEDING YEAR'S BUDGEEET -28.31 -17.63
CURRENT YEAR’S BUDGET -8.92 -33.74
(REGULAR SPENDING) (6.22) -11.37)
(REVOLVING ACCOUNTS} (-15.18) (-22.37?

_FOLLOWING YEAR’S BUDGET

- TOTAL /1/ .o=31.23 -51.37

/1/ AFTER TRANSACTIONS WITH THE iMF AND EXCHANGE
STABILIZATION FUND ARE DEDUCTED, THE DEFICIT
AMOUNTS TO 34,98 IN 1988 AND 57.31 N 1981

TABLE |1 =- FINANCING

UNCLASSIFIED
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ACTION EUR-12
. - JMPORT PRICES INCREASED 4.6 PERCENT FOLLOWING
INFO OCT-p1  ADS-§¢  AiD-07 INR-10 SS-15  CIAE-B0 EB-48 A 7.4 PERCENT FIRST QUARTER INCREASE,18. PERCENT
EA-12  1CA-15  H-B1 NSC-05  NSAE-@8 COME-#8 LAB-4 UP FROM A YEAR AGO AND EXPORT PRICES INCREASED
DOE-18 OPIC-p7 PA-B2  CEA-B1  OMB-§1 STR-11  SiL-p1 2.7 PERCENT FOLLOWING A 3.0 PERCENT FiRST QUARTER
FRB-P1  XMB-84  AGR-1 SP-82  SPRS-82 /133 W INCREASE, 11,8 PERCENT UP FROM A YEAR AGO. THIS
------------------ 111217 2822341 /12 SLOWDOWN [N PRICES OF BOTH EXPDRTS AND IMPORTS
R 2818207 AUG 81 ) WAS ON GOODS TRADED WITH EC COUNTRIES, WHILE
FM AMEMBASSY PARIS PRICES ON TRADE WITH THE OTHER OECD COUNTRIES
TO SECSTATE WASHDC 2688 ACCELERATED IN 81 I1,
DEPARTMENT OF TREASURY WASHDC
INFO AMEMBASSY BONN
AMEMBASSY BRUSSELS - IMPORT VOLUME (SEASONALLY ADJUSTED) INCREASED
AMEMBASSY L ONDON 1.6 PERCENT FOLLOWING A 3.8 PERCENT DECREASE
AMEMBASSY ROME IN THE FIRST QUARTER, 4.2 PERGENT DOWN FROM A
AMEMBASSY TOKYO YEAR AGO, WHILE EXPORT VOLUME (SEASONALLY ADJUSTD)
AMCONSUL BORDEAUX POUCH INCREASED 5.1 PERCENT FOLLOWING A 1.7 PERCENT
AMCONSUL LYON POUCH FIRST QUARTER INCREASE 5.5 PERCENT UP FROM A YEAR
AMGONSUL MARSEILLE POUCH AGO. THE NON-SEASONALLY ADJUSTED INDEXES SHOW
AMCONSUL STRASBOURG PQUCH THAT THIS ACCELERATION IN VOLUME WAS DUE TO TRADE
WITH NON-EC OECO COUNTRIES.
UNCLAS SECTION P8 OF £9 PARIS 25849
- - PERCENT CHANGES
- J= 8LUI/1) (81 1788 IVY 81 Vi/88 |
- - {BILLIONS OF FF)
- - JAN. - JAN. - IMPORTS
- - APRIL 80 APRIL 81 - PRICE - 4.6 7.4 18.9
B - VOLUME S& - 1.6 -3.8 -4,2
1. NON BANK INSTITUTIONS  8,4% 24,38 - VOLUME NSA -9.9 -3.1 -5.1
-A MEDIUM AND LONG TERM NON ENERGY IMPORTS
- CREDIT - 12,80 16.99 ~ PRICE - 3.7 6.2 11.6
-B TREASURY BILLS, -4.35 14,29 ~ VOLUME NSA 3.6 2.8 -2.8
- CORRESPONDENTS // CASH BALANCES EXPORTS
- AND OTHER TRANSACT [ONS
2. BANK3 - 28,78 26. 99
- OF WHIGH
- BANK OF FRANCE 2,46 -5.74
TOTAL - 37.23 5.37
/2/ GOVERNMENT OWNED SAVING INSTITUTIONS, LDCAL
AUTHORITIES AND THE PTT
- TABLE {1{ -- BUDGET EXECUTION DURING CY 1931
- - (BILLION FRANCS)
- EXPENDITURES  RECEIPTS  BALANCE o T
1989 BUDGET 26. 09 8.37 -17.63
1981 BUDGET 271,98 237.26 -33.74
TOTAL - 297, 09 245,63 ~51.37
HEMORANDUM ITEM CY 88: FIRST 4 HONTHS.
TOTAL 256. 34 219,11 -31.13
PERCENT INGREASES
- 1981/1988 15.9 12.1

A. THE CUMULATIVE DEFICIT WAS LARGER ALTHOUGH THE
GARRY-OVER OF THE PRECEDING YEAR’S BUDGET WAS LOWER,
AS DISBURSEMENTS UMDER 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 TS BORROWING FROM %
THE CORRESPONDENT OF THE TREASURY AND SOLD MORE
TREASURY BILLS TO THE BANKS.

~14, QUARTERLY INTERNATIONAL TRADE INDEXES

UNIT VALUE INDEXES INDICATE A SLOWDOWN OF BOTH
IMPORT AND EXPORT PRICES DURING THE SECOND

QUARTER.  IMPORT VOLUMES ROSE FOLLOWING A SHARP
FIRST QUARTER DROP, AND THE FIRST QUARTER INCREASE
IN EXPORT VOLUMES ACCELERATED

UNCLASSIFIED
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ACTION EUR~-12

INFO OCT-@1 ADS-008 AID-37 INR-1d@ 55-15 CIAE-Gd EB-08
EA-12 ICA-15 H-31 NSC-05 NSAE-0B0 COME~0 @ LAB-24
DOE-10 OrPIC-@7 PA-B2 CEA-O@1 oMB~-@ 1 STR-11 SIL-@1
FRB-G1 XMB~@ 4 AGR-@ 1 SPp-g2 SPRS-0@2 /133 W

—————————————————— 111228 2822352 /72
R 2818282 AUG 81

FM AMEMBASSY PARIS

TO SECSTATE WASHDC 8609
DEPARTMENT OF TREASURY WASHDC
INFO AMEMBASSY BONN

AMEMBASSY BRUSSELS

AMEMBASSY LONDON

AMEMBASSY ROME

AMEMBASSY TOKYO .
AMCONSUL BORDEAUX POUCH
AMCONSUL LYON POUCH

AMCONSUL MARSEILLE POUCH
AMCONSUL STRASBOURG POUCH

UNCLAS SECTION 3 OF @9 PARIS 25849

- PRICE -~ 2.7 3.9 i1. @
- VOLUME SA -~ 5.1 1.7 5 5
- VOLUME NSA - 6.7 ~-1. 8 4.7

-15. INDUSTRIAL PRODUCTION 1881 I

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.

- NEARLY ALL THE MAIN SECTORS S5HOWED A DECREASE
FOR THE SECOND CONSECUTIVE QUARTER. THIS WAS THE
CASE FOR PETROLEUM PRODUCTS, METAL WORKING,
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.

- 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. 08 PERCENT FOR CHEMICALS
i8. 1 PERCENT ON AUTOMOBILES AND 22. 0 PERCENT FOR LRON

METALURGY.
- 81 I PERCENT CHANGE

INDEX 81 I/80 IV 80 IV/III 81 I/80 1
OVERALL SA 127 -3.1 -2.2 -7.3
OF WHICH
ENERGY 128 -3. 09 2.3 ~-@. 8
INTERMEDIATE -
- GOODS 116 -3.3 -4. 0 -12.1
CONSUMERS ’
- GOODS 181 ~3.7 -3.5 -8.3

OTHER REPORTS SUBMITTED DURING PERIOOD
24925 TEMPORARY SECRETARIAL ASSISTANCE

24485 REQUEST FOR INFORMATION ON THE DISC
CHAPMAN

o | UNBLASSIFIED s S



It

URCLASSIFIED
Department of State

PAGE 81 PARIS 25849 81 OF B9 2818531 3193
ACTION EUR-12

INFO 0CT-g1  ADS-26 AID-§7 INR-1§ SS-15  CIAE-20 EB-28
EA-12 1cA-15  H-81 NSC-85  NSAE-88 COME-§9 LAB-B4
DOE-18 OPIC-§7 PA-g2  CEA-@1  OMB-1  STR-11  SIL-g1
FRB-g1  XMB-B4  AGR-81 SP-D2  SPRS-82 /133 W

------------- ~--~-111151 282225 /66

R 2818201 AUG 81 ’

FM AMEMBASSY PAR(S

TO SECSTATE WASHDC #5681

DEPARTMENT OF TREASURY WASHDC

INFO AMEMBASSY BONM

AMEMBASSY BRUSSELS

AHEMBASSY LONDON

AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH

AMCONSUL LYON POUCH

AMCONSUL MARSEILLE POUCH

AMCONSUL STRASBOURG POUCH

UNCLAS SECTJON @1 OF 99 PARIS 25848
USEEC
PASS FEDERAL RESERVE, COMMERCE, LABOR

EA 12065: NA

TAGS: EALR, EGEN, FR

SUBJECT: FRENCH FINANCIAL AND ECONOMIC DEVELOPHENTS
REF: PARIS 24320

1. SUMMARY

THE WEAKNESS OF THE FRANC HAS CONT{NUED BEYOND THE
AUGUST 15 "TARGET DATE" FOR EMS REALIGNMENT. THE

BANK OF FRANCE HAS STABILIZED MONEY MARKET RATES,
ABANDONING, AT LEAST FOR NOW, ATTEMPTS TO MOVE DOWM
DOMESTIC INTEREST RATES RELATIVE TO THOSE PREVAILING
INTERNAT |ONALLY.

PRESIDENT MITTERRAND HAS ASKED THAT MEASURES BE TAKEN

N SEPTEMBER “TO ACCELERATE THE RECOVERY N ECONOMIC
AGTIVITY," AFTER NOTING THE CONTINUING RISE IN
UNEMPLOYMENT. IN JULY, THE UNEMPLOYMENT RATE ROSE

TO &1 PERCENT. HOWEVER, THE INCREASE IN THE NUMBER

OF NEW UNEMPLGYED IS SLOWING DOWN. THERE ARE OTHER
INDIGATIONS THAT THE WORST MAY BE OVER FOR ECONOMIC
ACTIVITY IN FRANGE, {NDUSTRYAL PRODUCTION ROSE [N

JUNE, AND THE JULY BANK OF FRANCE SURVEY ALSO

INDICATES AN IMPROVEMENT 1IN 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 [N THE SECOND QUARTER, THE RESULT OF LOWER
IMPORT GROWTH DUE TO THE WEAKNESS OF THE DOMESTIC
ECONOMY ARD TORE BUOYANT EXPORTS. THE SERVICES

ACCOUNTS IMPROVED AS WELL. HWOWEVER, THERE MAS A FF 22
BILLION DROP IN FRANCE'S EXTERNAL MOMETARY POSITION
REFLECTING CAPITAL OUTFLOWS LiNKED TO THE ELECTORAL
SEASUN"S POLITICAL CLYMATE. BUDGET MINISTER FABIUS - 2
IN A RECENT INTERVIEW SATD THAT FF 38 BILLION IN ADDITION-
AL RECEIPS MUST BE FOUND TO LIMIT THE 1382 DEFICIT TO

FF 95 EILLION, AND CONFIRMD THAT A WEALTH TAX

WILL BE iMPOSED TO SUPPLY PART OF THE NECESSARY

ADD| NDS. TR FTCHTDURING
THE"FTRST FOUR HONTHS 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 ELEGTION BOND ISSUE IN SEPTEMBER.

INGORING NV
TELEGRAM

PARIS 25843 01 OF 63 2818537
END SUMMARY. q

-3, MONEY AND EXCHANGE MARKET

. ~
INTEREST RATES 1
o
W
8/12 8/26
DAY TO DAY 17 172 17 172
ONE MONTH 17 1/4 - 17 1/ 17 3/8 ~ 17 5/8
THREE MONTHS 17 378 - 17 5/8 17 3/4 -} £>Lfvur’
StX MONTHS 16 7/8 - 17 1/8 17 1/4 - 1
ONE YEAR 16 1/2 - 16 3/4 16 374 - 17

EURO-FF, ONE MONTH 33

- 8/18 8/21

PUBLIC SECTOR BANKS 17,04 17.93 VNL}?
o

- 8/12 8/21 , [\

EXCHANGE RATES

DOLLAR . 6. 07 5.96

STERL ING 18,87 18.94

BH 2.42 2.33

SHISS FRANC | 2.81 2.76

INSEE STOCK PRICE INDEX 8/7 8/21

BASE 190, 12/31/88

FRENCH 85.3 86.1

FORE | GN 137.5% 154.8

DIVISE - TITLE 7.36 - 7.4 7.15 - 7,18

(FINANCIAL FF/$ RATE)

THE MEAKNESS OF THE FRANC WITHIN THE EMS HAS PERSISTED

UNCLASSIFIED .
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AGTION EUR-12

INFO 0CT-g1  ADS-28 AlDLﬂ7 INR-18  §8-15 ClAE-08 EB-88
EA-12 ICA-15  H-g81 NSC-25  NSAE-8Z COME-BF LAB-§4

DOE-1#  OPIC-67 PA-82  CEA-B1  OMB-81  STR-11
FRB-01  XMB-@4  AGR-01 SP-§2  SPRS-B2 /133 W
------------------ 111281 2822277 /72

R 2818287 AUG 81

FM AMEMBASSY PARIS

T0 SECSTATE WASHDC §652

DEPARTMENT OF TREASURY WASHDC

INFC AMEMBASSY BONN

AHEMBASSY BRUSSELS

AMEMBASSY LONDON

AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH

AMCONSUL LYON POUCH

AMCONSUL MARSE{LLE POUCH

AMCONSUL STRASBOURG POUCH

UNCLAS SEGTION G2 OF BS PARIS 25849

BEYOND AUGUST 15, THE FOCUS DATE FOR EXCHANGE
MARKET EXPECTATIONS OF EMS REALIGNMENT, AS OF
THE 28TH, 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 MONEY MARKET INTERVENTION
RATES, AND MONEY MARKET RATES AT LONGER TERM HAVE
HOVED UP SIHGE, IN VIEW OF THE WEAKNESS OF THE FRANGC,
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 1SSUES.
FRENCH STOCK MARKET PRICES ROSE IN THE
BASIS OF GOF STATEMENTS THAT THE “LOI MONORY"
GIVING FAVORABLE TAX TREATMENT TO STOCK INVESTHMENT
WILL NOT BE RESCINDED, AND A BELIEF AMONG SOME
INVESTORS THAT NATIONAL |ZATION WILL BE LIMITED
TO HOLDING COMPAN[ES AND THAT COMPENSATION WILL
BE ADEQUATE. THE PREMIUM OF THE “DIVISE-TITRE"
OVER THE MARKET $/FF EXCHANGE RATE STABILIZED
AT 21 PERCENT.  PRICES OF FOREIGMN STOCKS FELL,
REFLECTING TREKDS IN THE U.S. MARKETS AND 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-CREATING
SECTORS", MEANING SMALL AND MEDIUM-SIZED FIRMS
ACCORDING TO ELYSEE SECRETARY-GENERAL BEREGOVOY,
"FOR THE PRESIDENT OF THE REPUBLIG, THE NECESSITY
TO ASSOCIATE BUSINESS LEADERS TO THE NATIONAL
EFFORT TO CREATE EMPLOYMENT (S EVIDENT AND 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, {HMPROVE
THE (MAGE 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 SMALL AND MED(UM-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, PREFERENTIAL INTEREST RATES AND LOANS FUNDS

TELEGRAM

PARES 25848 @2 OF ‘B3 2818571

- THE ADDIT{ONAL MEASURES UNDER CONSIDERATION
REFORTEDLY INCLUDE THE INCLUSION OF SHMALL F{RMS
IN CONTRACTS ARISING FROM THE GOF’S INDUSTRIAL
POLICY TO ENCOURAGE INNOVATION, AND THE USE OF
REGIONAL REFORM MEASURES TO PERMIT SELECTIVE
ECONOMIC STIMULUS, THERE ARE, [N ADDITION
MEASURES UNDER GONSIDERATION TO FAGILITATE

SHALL AND MED{UM FIRMS’ ACCESS TO CAPITAL,
MEASURES TO REDUCE INHERITANCE TAXES AS THEY
AFFECT SMALLER FIRMS, A REVISION OF THE SYSTEM OF
PAYMENTS TO BENEFIT SHMALLER FIRHMS, AND THE

" WAIVING OF A POSSIBLE FUTURE GOF VETO ON LAYOFFS.

SPECIFIC HEASURES UNDER CONSIDERATION REPORTEDLY
INCLUDE THE USE OF NATIONALIZED FIRMS TO DIRECT
SUB-CONTRACTS TO SHMALLER FIRMS, AND A REQUIREMENT
THAT LARGE [NSTITUTIONAL INVESTORS USE A PART OF
THE{R FUNDS TO PURCHASE STOCK OF SMALLER COMPANIES.
~%. UNEMPLOYMENT ~-- JULY

THE SEASOMALLY ADJUSTED NUMBER OF JOB SEEKERS
INCREASED 1.3 PERCENT FOLLOWING A 1.7 PERCENT JUNE
INCREASE, 25.8 PERCENT UP FROM M YEAR AGO. THE
UNEMPLOYMENT RATE WAS 8.1 PERCENT [N JULY

HOWEVER, THE WORSENING OF THE EMPLOYMENT SITUAT{ON
REDUCT [OSEEMS TO BE SLOWING, SINCE THESE

MONTHLY INCREASES ARE MUCH LOWER THAN EARLIER

IN THE YEAR, THE SEASONALLY ADJUSTED NUMBER OF
UNFILLED VACAKCIES DECREASED 8.9 PERCENT &S

WELL FOLLOWING A 4.1 PERCENT JUNE DECREASE,

22.7 PERCENT DOWN FROM A YEAR AGO

- JULY PERCENT CHANGE

UNGLASS IFIED
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INR~18  §S-13

INFO OCT-BL  ADS-88  AlD-g7
EA-12  1CA-15  H-B1  NSC-B5 NSAE-0B GOME-0 LAB-24
DOE-LE  OP{C-87 PA-B2  CEA-GL OMB-g1  STR-11
FRB-91  XMB-04  AGR-§1  SP-g2  SPRS-02 /133 W
----------- es-e---111262 282238 /72

R 2818207 AUG 81

FH AMEMBASSY PARIS

TO SECSTATE WASHDC 2603
DEPARTMENT OF TREASURY WASHDC
INFO AMEHBASSY BONN
AMEMBASSY BRUSSELS
AHEMBASSY LONDON
AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH
AMCONSUL LYON POUCH
AMCONSUL MARSEILLE POUCH
AMCONSUL STRASBOURG POUCH

UNCLAS SECTION 83 OF £9 PARIS 25843

- THOUSANDS JULY/JUNE JUNE/MAY JULY 81/8§

JOB SEEKER SA 1,849.¢ 1.3 1.7 25.8
UNFILLED

~VACANGIES SA 66.6 -9.8 =41 -1
UNEMPLOYMENT

-RATE PERCENT 8.1

- PRELIMINARY RETAIL PRICES -- JULY

FIRST ESTIMATES INDICATE A 1.7-1.8 PERCENT INCREASE IN
RETAIL PRICES, FOLLOWING A 1.0 PERCENT JUNE INCREASE.
THE INCREASE IN PUBLIC SECTOR RATES, ELECTRICITY

AND NATURAL GAS, PROBABLY ACCOUNTED FOR 1/4 OF THIS
INCREASE.

-6. FRENCH FOREIGN TRADE -- JULY

THE FRENCHTRADEDEFIC!T, (FOB-FOB) SEASONALLY
ADJUSTED, WIDENED FROM 5.9 BILLION FRANCS [N JUNE
TO 6.1 BILLION FRANCS, COMPARED WITH A 6.6 BILLION
FRANC DEFICIT IN JULY 1988

- IMPORTS INCREASED #.9 PERCENT FOLLOWING A 7.8
PERCENT JUNE INCREASE, 14,9 PERCENT UP FROM A
YEAR AGO, WHILE EXPORTS INCREASED @.6 PERCENT
FOLLOWING A 2.0 PERCENT JUNE {NCREASE, 18.6
PERCENT UP FROM A YEAR AGO

- ON A NON-SEASONALLY ADJUSTED BASIS, THE
DEFICIT WIDENED FROM FF 2.6 BILLION IN JUNE TO
FF 3.9 BILLION (N JULY, RESULTING IN A FF 28.7
BILLION DEFICIT FOR THE FIRST SEVEN MONTHS OF
1984, 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 BILLION, AND TRADE {N HOUSEHOLD GURABLE GOODS
AS WELL AS OTHER CONSUMERS GOODS WERE IN DEFICIT,
ON THE OTHER HAND, TRADE IN PROCESSED FQOD AND
AGRICULTURE, AUTOMOBILE AND TRANSPORT EQU{PMENT,
AND CAPITAL GOODS RESULTED (N LARGE SURPLUSES
(4.7, 2.6, AND 1,7 BILLION FRANCS RESPECTIVELY.)

- FRENCH TRADE (FOB-FOB
- JuLy PERCENT CHANGES
- BILLION F.  JULY/JUNE JUNE/MAY JULY 81/80

ClAE-00 EB-28

SiL-g

NGOG
TELEGRAM

PARIS 25843 03 OF g3 2818587

IHPORTS SA 54.4 8.9 1.8 14,9
EXPORTS SA 48.3 0.6 2.0 18.6
BALANCE SA -6.1
BALANCE NSA -3.8

~7.  INDUSTRIAL PRODUCTION -- JUNE

INDUSTRIAL PRODUCTION, EXCLUDING CONSTRUCTION AND
SEASONALLY ADJUSTED, INGREASED 1.6 PERCENT
FOLLOWING A 2.8 PERCENT MAY DECREASE, 4,6 PERCENT
DOWN FROM A YEAR AGO.

THIS MONTH’S INCREASE WAS DUE TO 2 SECTORS: ELECTRICAL
CONSTRUCTION, WHICH INCREASED 14.5 PERCENT

FOLLOWING A 7.5 PERCENT MAY DECREASE, AND AUTOMOBILES
WHICH INCREASED 15.4 PERCENT BUT WAS STILL 12.9

PERGENT DOWN 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
- CONSTRUCTION SA
PERCENT CHANGE

- JUNE  JUNE/MAY MAY/APRIL JUNE 81/88
OVERALL 125 1.6 -9.8 -4.6
OF WHICH

ENERGY 125 2.3 1.2 .3
INTERMED | ATE

~ GOODS 111 -2.6 g ~5.9

UNCLASSIFIED

e
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ACTION EUR-12

INFO OCT-g1  ADS-£9  AID-B7  INR-1§ S$8-15 ClAE-P8 EB-98
EA-12 1CA-15  H-81 NSC-85 NSAE-88 COME-20 LAB-84
DOE-18  OPIC-£7 PA-82 CEA-B1  OMB-g1  STR-11  SIL-81
FRB~81  XMB-g4  AGR-8%  SP-02 SPRS-@2 /133 ¥

------------------ 111287 282229 /72

R 2818287 AUG 81

FM AMEMBASSY PARIS

TO SECSTATE WASHDC £604

DEPARTHMENT OF TREASURY WASHBC

INFO AMEMBASSY BONN

AMEMBASSY BRUSSELS

AMEMBASSY LONDON

AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH . :

AMGONSUL LYON POUCH

AMCONSUL MARSEILLE POUCH

AMCONSUL STRASBOURG POUGH

UNCLAS SECTION £4 OF @3 PARIS 25849

CONSUMERS GOODS 148 5.3 =12 -5.4
CAPITAL GOODS 154 15.8 -18.1 2.8

- THE 3 MONTHS MOVING AVERAGE, A BETTER INDICATiON
OF TREND DECREASED FROM 125 TO 124, SHOWING A
RELATIVE STABILIZATION AFTER SEVERAL MONTHS OF

DECL INE.

-8, GOF BOND ISSUE

THE GOF HAS ANNOUNCED THAT {T WILL OFFER A FF

8 BILLION, 6-YEAR BOND tSSUE AT A RATE OF

16.75 PERCENT ON SEPTEMBER 18, IT WiLL BE THE
FARST SUCH ISSUE SINCE THE ELECTION AND ONLY THE
SEGOND THIS YEAR -~ THE FIRST ISSUE, FOR 14
BILLION, WAS PLACED IN JAHUARY. THE ISSUR WILL
PROVIDE THE SAME TAX ADVANTAGES AS OTHER GOF BONDS --
A FF 3,800 DEDUCTION FOR [NTEREST EARNINGS, A
PREFERENTIAL TAX RATE ON EARNIKGS ALONE FF 3,208,
AND EXEMPTION FROM WITHHOLDING. HOWEVER, T

WILL BE REIMBURSABLE ONLY AT THE END OF THE

S1X YEARS.

- SOCIETE GENERALE WILL BE THE LEAD BANK OF
A CONSORTIUM OF 15 AND A TOTAL OF 68 CONTRACTING
INSTiTUTIONS.

- THE §NTEREST RATE OFFERED {S A LITTLE ABOVE

THE PRESENT MARKET RETURN ON SIMILAR ISSUES,

AND HAS LED TO A SLIGHT INCREASE IN MARKET RATES
THiS WEEK. THE ISSUE 1S REGARDED AS A FIRST TEST OF
INVESTORS" ATTITUDES TOWARD THE NEW GOVERNMENT, WHICH
WILL HAVE TO CONTINUE COMIKG TO THE MARKET FOR

FUNDS TO FINANCE THE MUCH LARGER BUDGET DEFICITS
FORECAST THiS YEAR AND NEXT, THE INTEREST COST

ON THE ISSUE 1S ESTIMATED AT FF 1.35 BILLION

PER YEAR AND TOTAL COST AT THE END OF 6 YEARS

AT FF 16 BILLION.

-3, BANK OF FRANCE JUNE [NDUSTRIAL 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 TH{S SLIGHT INCREASE
ESSENTIALLY TO "TECHMICAL AND SEASONAL FACTORS.®
THE INCREASE IN CAPACITY UTILIZATION IS CONSYDERED

INCOMING
TELEGRAM

PARIS 25849 g4 OF 03 2818592

BUE TO A PICK-UP THAT HAS OCCURRED AFTER INVENTORIES
WERE ALLOWED TO D[MINISH, PARTICULARLY IN THE
INTERMEDIATE GOODS SECTORS, BUT IT MAY BE

ONLY A TEMPORARY ADJUSTMENT. CONSUMER GOODS
PRODUCTION SHOWED A SEASONAL INCREASE; HOWEVER,

MO [MPROVEMENT OCCURRED IN CAPITAL GOODS PRODUCTIOM,
WHICH HAS BEEM DECLINING SINCE MAY. UNEMPLOYMENT
FURTHER 1HCREASED DURING JUNE N MANY INDUSTRIES

- DEMAND SHOWED A SLIGHT INCREASE. THE
POSSIBLE DOMESTIC CAUSE MAY BE STOCKBUILDING

IN ANTICIPATION OF HIGHER PRICES. THE IMCREASE
IN FORELGN DEMAND IS PRESUMABLY DUE TO {MPROVED
COMPETITIVENESS FROM A DEPRECIATING FRANC,
OVERALL, INCREASED DOMESTIC DEMAND WAS SOMEWHAT
STRONGER THAN FORE!GN DEMAND AND THE BANK NOTES
THAT FRENCH BUSINESS USUALLY REACTS IN THIS

WAY PRIOR TO EXPECTED PRICE INCREASES.STILL,

THE [NCREASE IN DEMAND IS VIEWED AS VERY LIMITED,
AS THE THCREASED COST OF MONEY IS SEEN AS A PRINCIPAL
CAUSE FOR IWVENTORIES STILL TO BE VERY HEAVY AND
CAPITAL GOODS ORDERS TO BE LOW.

- BUSINESS FORECASTS WERE MIXED: THE VIEW

FOR JULY WAS GOOD BUT THERE IS CONSIDERABLE
UNCERTAIRTY ABOUT THE POST-~VACATION PERI00.
INTERMED{ATE GOODS PRODUCTION, WITH THE MAJOR
EXCEPTION OF BUILDING INDUSTRIES, SHOWED VARYING
DEGREES OF IMPROVEMENT IN JUNE, DUE TO WHAT ARE
CONSIDERED TO BE LARGELY TECHMICAL ADJUSTMENTS
BEYOND THIS, BUSINESS FORECASTS ARE FOR A RETURN

TO FLAT ACTIVITY. CAPITAL GOODS WERE THOUGHT

TO BE THE SECTOR HARDEST HIT BY HIGH INTERCST RATES

UNCLASSIFIED
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PAGE B1 PARIS 25848 B85 OF §9 2819801
ACTION EUR-12

INFO ©OCT-B1  ADS-BE  AID-81 INR-18 SS-15  CIAE-70
EA-12 [CA-15  H-pL NSC-g5  NSAE-EU COME-BO
DOE-1§  OPIC-87 PA-82  CEA-B1 OMB-Bt  STR-11
FRB-B1  XMB-24  AGR-#1 SP-§2  SPRS-82 /133 W

------------------ 111219 2822311 /72

R 7818287 AUG 81

FH AMEMBASSY PARIS

TO SECSTATE WASHDC 5685

DEPARTMENT OF TREASURY WASHDC

INFO AMEMBASSY BOWN

AMEHMBASSY BRUSSELS

AMEMBASSY LONDON

AHEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH

AMGONSUL LYON POUCH

AMCONSUL MARSEILLE POUCH

AMCONSUL STRASBOURG POUCH

UNCLAS SECTION BS OF 03 PARIS 25848

THE TWO NDUSTRIES WHICH HAVE DONE WELL IN PAST
HONTHS, AIRCRAFT AND ELECTRONICS, STILL SHOW THE

BEST PRODUCTION, BUT SHOW THEY, T00, ARE ENCOUNTER!NG
DIFFICULTIES. NO IMPROVEMENT IS FORESEEN N

CAPITAL GOODS PRODUCTION IN COMING MONTHS.

CONSUMER GOODS DID WELL IN JUNE, BUT THIS WAS
PRINCIPALLY DUE TO FOOD INDUSTRIES. OVER THE
SHORT-TERM, THE SAME LEVEL OF ACTIVITY SHOULD
CONTINUE,

- OUTPUT N THE CONSTRUCTION INDUSTRY STAGNATED
IN JULY, WITH AN INCREASE EXPECTED ONLY AT THE
END OF THE YEAR WHEN GOF INCENTIVE MEASURES
SHOULD BEGIN TO AFFECT ACTIVITY. RETAIL SALES
PICKED UP IN JUNE. STOCKS OF INDUSTRIiAL PRODUCTS
ARE NOW CONSIDERED AT BELOW NORMAL LEVELS, AND
EXPECTATIONS OF STRONGER SALES AFTER THE SUMMER
HOLIBAYS, TOGETHER WITH ANTICIPATIONS OF H{GHER
INFLATION, HAVE LED TRADERS TO CONSIDER NCREASING
ORDERS.

-18. BALANCE OF PAYMENTS -~ SECOND QUARTER 198}

* THE CURRENT ACCOUNT DEFICIT, S.A., NARROWED SUBSTANTIALLY
IN THE SECOND QUARTER DUE TO BOTH A REDUCTION IN THE
TRADE DEFICIT AND A LARGER SURPLUS ON THE SERVICES
ACCOUNTS. THE !HMPROVEMENT OF THE TRADE ACCOUNT
WAS DUE TO BOTH A SLOWER RISE IN IMPORTS AND MUCH
FASTER EXPORT GROWTH. THE SLOWDOWN IN IHPORT
VALUE WAS LIMITED, HOWEVER, BY THE LARGE INCREASE
IN THE EMERGY BILL LINKED TO DOLLAR APPRECIATIOM
FF 45.9 BILLION AND FF 77.2 FOR THE FIRST HALF,
GOMPARED TO FF 72.6 BILLION IN FIRST HALF 1988),
DESPITE A SHARP DROP IN THE VOLUME OF IMPORTED
01L. BUOYANT AGRICULTURAL SALES CONTRIBUTED
T0 THIS YEAR’S RECOVERY IN EXPORTS

- ALTHOUGH INCOME IN SERVICES ROSE SHARPLY

IN THE SECOND QUARTER,RECEIPTS FOR THE FIRST

HALF AS A WHOLE WERE SLIGHTLY BELOW FIRST HALF 1988,
THE BETTER TREND ON NET INVISIBLES IM THE SECOND
QUARTER WAS DUE IN PART TO THE END OF THE EXCEPTIONAL
BROKERAGE PAYMENTS RELATED TO EMERGENCY

0IL SUPPLY CONTRACTS ARRANGED TO COMPENSATE FOR
SUPPLY DISRUPTIONS AT THE BEGINNING OF THE
IRAN-|RAQI WAR. INCOME FROM LARGE PROJECTS ROSE
LARGELY BECAUSE OF CONTRACTS CONCLUDED

WITH SAUDI ARABIA. RECEIPTS ON TOURISM WERE UP

3112

EB-68
LAB-g4
SiL-g%

State TELEGRAM

PARIS 25843 45 OF @3 2819801

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 DEFICI'T TN THE FIRST BUT WAS STILL SUBSTARTIALLY
BELOW LASTYEAR'S SURPLUS, LARGELY BECAUSEOF

LARGER PUBLIC AND PRIVATE DEBT SERVICE PAYMENTS
HIGHER INTEREST EARNINGS ON FRENCH FOREIGN EXCHANGE
RESERVES LARGELY OFFSET THE HIGHER INTEREST PAYMENTS
ROSE SHARPLY, THE RESULT OFSUBSTANTIALLY HIGHER

" MORKERS’ REMITTANCES.

- THERE WAS A VERY LARGE MNEGATIVE SWING IN

THE LONG-TERM CAPITAL ACCOUNT IN THE SECQND
QUARTER.  FREMCH EXTENSION OF EXPORT CREDIT EXPANDED
AT THE SAME TIME AS FRENCH DIRECT AND ESPECIALLY
PORTFOL 1O INVESTHENT ABROAD SKYROCKETED., INWARD
INVESTHMENT, BOTH DIRECT AND PORTFQLIO, STABILIZED.
THE OUTFLOW OF LONG-TERM CAPJTAL WAS PARTIALLY
LIMITED BY LARGER DRAWINGS UNDER THE NATIONALIZED
ENTERPRISE BORROWING PROGRAM. INFLOWS OF SHORT-
TERM PRIVATE SECTOR CAPITAL ROSE, BUT THERE WAS

A FF 14 BILLION NEGATIVE SHIFT IN THE ADJUSTHENT
AND  ERRORS AND OH[SSIONS 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 MILLION.

~11. BALANCE OF PAYMENTS -- SECOND QUARTER

BILLYONS OF FRANCS

UNCLASSIFIED

INCOMING -
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PAGE 91 PARIS 25849 g6 OF g9 2819@3Z 3113 PARIS 25849 66 OF #9 2813931
ACTION EUR-12

LARGE PﬁOJECTS AND TECHHNICAL

INFO OCT-B1  ADS-98  AID-B7  INR-1f §S-15  CIAE-BF EB-48 - CODPERATION 17.8 4.9 5.1
EA-12  1CA-15  H-p1 NSC-85  NSAE-DS COME-88 LAB-g4  ~  INTEREST, DIVIDENDS AND OTHER
DOE-18  OPIC-87 PA-B2  CEA-81 OMB-P1  STR-11  SIL-Bl - CAP{TAL REVENUE 8.7 -g.1 2.1
FRB-P1  XMB-@4 AGR-B1 SP-§2  SPRS-§2 /133 W - SALARIES AND OTHER
------------------ 111211 2822311 /72 - . EARNINGS - 1.9 -2.14 -8.3
R 2818287 AUG 81 - PATENT AND OTHER RENTAL i
FH AMEMBASSY PARIS - INCOME - -2 -85 -0.5
TO SECSTATE WASHDC 8606 - TOURISH - 9.4 1.5 34
DEPARTMENT OF TREASURY WASHDC - OTHER SERVIGES 9.7 1.8 8.2
INFO AMEMBASSY BONM ' - FRENCH GOVERNMENT
AMEHBASSY BRUSSELS - TRANSACTONS 3.4 1.5 2.4
AMEMBASSY LONDON - TRANSACTIONS WITH OTHER -~
AMEMBASSY ROME - GOVERNNENTS 2.4 2.1 2.1
AMEMBASSY TOKYO -~ TOTAL*SERVICES 35.2° 5.2 16,2
AMCONSUL BORDEAUX POUCH : -~ TOTAL GOODS AND
AHCONSUL LYON POUCH - SERVICES - -15.5 -18.1 5.5
AMCONSUL MARSE{LLE POUCH - UNILATERAL TRANSFERS
AMCONSUL STRASBOURG POUCH - PRIVATE SECTOR -18.3 -2.4 . ~3.12
- WORKERS' REMITTANCES-16.8 2.6 -3.4
UNCLAS SECTION 86 OF 83 PARIS 25849 : - OTHER - 8.6 8.2 8.2
- PUBLIC SECTOR -7.3 <2.2 -1.7
- - NON-SEASONALLY ADJUSTED - TOTAL TRANSFERS -17.6 1,7 -4.9
- - 188 1981 1@ 1381 1iQ - CURRENT ACGOUNT -33.1 -14.7 1.6
TRADE - ~52.3 -13.2 5.8 . - 1va 10 1na
INVIS|BLES - 19,2 ~1.6 6.6 CL
- BROKERAGE - 1.9 -2.1 1.3 - - - SEASONALLY ADJUSTED
- SERVICES - 35,7 5.2 16.2
~ TRANSFERS - -17.6 -4.7 -4.9 CURRENT ACCOUNT -3.8 -11.7 2.4
CURRENT AGCOUNT - -33.1 -14.7 1.6 BALANGE OF PAYHENTS (GONTINUED)
CAPETAL MOVEMENTS 12.9 1,9 -1.3
LONG TERM - -4,5 2.4 -11.3
- EXPORT CREDITS 18,5 -3.8 -6.2
- DIRECT INVESTMENT 6.3 -a.7 -2.3
- PUBLIC SECTOR INVEST-
- HENT - -1.9 -2.5 -8.1
- LOANS - 5.8 -1.7 -6.3
- PORTFOLIO INVESTHMENT  ~6.9 ~2.4 -7.1

DRAWINGS ON FOREIGN BORROWINGS (NATIONAL{ZED
ENTERPRISE BORROWING

- PROGRAM) 23.8 8.8 10.6
SHORT TERM PRIVATE 15.% 2.2 4.2
ADJUSTHMENT ERRORS AND

- MISSIONS - 21.3 1.4 -15.3
CHANGE !N EXTERHAL MONETARY

- POSITION /1/ 8.9 11.4 21.8
~ BANKING SECTOR 29.4 20.2 -12.4
- PUBLIC SECTOR -28.2 ~8.7 33.4
TRADE - -52.3 -13.2 -5, 8
- EXPORTS - 454.6 128. 4 141.4
- |MPORTS - -526.9 -141.6 -146.4

71/ INCREASE EQUALS (-} .
- BALANCE OF PAYMENTS (CONTINUED}

NON-SEASONALLY ADJUSTED

INVISIBLES - 19.2 -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 -2.8
- OTHER TRANSPORT 5.2 1.0 1.1
- INSURANCE - -8.3 - -

UNCLASSIFIED
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PAGE £1 PARIS 25843 97 OF g3 2819747 3115

ACTION EUR-12

INFO OCT-B1  ADS-88  AID-B7 INR-16  §5-15  CIAE-08 EB-08
EA-12  ICA-15 H-P1  NSG-§5 NSAE-8 CONE-BF LAB-g4
DOE-1§  OPIC-B7 PA-62  GEA-81  OMB-§1 STR-11  SIL-81
FRB-B1  XMB-94 AGR-§1 SP-g2  SPRS-§2 /133 W

------------------ 111215 2822337 /12
R 2818267 AUG 81

FM AMEMBASSY PARIS

TO SECSTATE WASHOC 2607

- DEPARTMENT OF TREASURY WASHDC

INFO AMEMBASSY BONN
AMEMBASSY BRUSSELS
AMEHBASSY LONDON
AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH
AMCONSUL LYON POUCH
AMCONSUL MARSEILLE POUCH
AMCONSUL STRASBOURG POUCH

UNCLAS SEGTION £7 OF 9 PARIS 25849

TRADE - ~13.4 ~11.3 -1.1

SERVICES - 9.8 6.1 8.7
- OFWHICH .

~ COMMERCIAL - ~0.4 ~1.6 -2.6
= LARGE PROJECTS AND TECHNICAL

- COOPERATION 5.2 3.9 5.0
- BUSINESS INVESTMENT AND OTHER

- INCOMES - 1.5 -g.6

~ TOURISM - 2.4 1.7

TRANSFERS - -4.4 -4.2 -4.7
~PRIVATE - -2.4 ~2.6 ~3.2

- PUBLIC - -2.8 ~1.6 -1.5

-12. MINISTER OF ECONOMY FABIUS INTERVIEW TO

JOURNAL DU DHANCHE. o
INHTS WUGUST 23 INTERVIEW, FABIUS REAFFIRMED THAY -~ —
“THE 1882 BUDGET WILL BE USED AS A WEAPON IN

THE WAR AGAINST UNEMPLOYMENT.® HE SAID THE 1982
BUDGET DEFICYT WAS SET AT FF 95 BILLION, COMPARED

TO EARLIER PREDICTIONS OF FF 168-85 BILLION
ACCORDING TO FABIUS, "THE DEFICIT IN PERCENTAGE

TERMS WILL BE EQUIVALENT TO THAT OF 1875 WHEN

VALERY GISCARD D’'ESTAING, JACQUES CHIRAC AND
JEAN-PIERRE FOURCADE ENACTED AN ECONOMIC RECOVERY
PROGRAM. " MR. FAB{US SAID THE DEFICIT WOULD BE THE
EQUIVALENT OF "ONLY" 2.6 PERCENT OF GDP IN 1382

AND 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 [N 1981 AND “SLIGHTLY HIGHER™ IN 1982.

THE GOF MUST FIKD FF 38 BILLION IN ADDITIONAL
RECEIPTS TO LIMIT THE1982 DEFICIT TO FF 95
BILLION, SINCE SPENDING IS EXPECTED TO GROW ABOUT
25 PERCENT. FINAL DECISIONS HAVE REPORTEDLY NOT
BEEN MADE, BUT FABIUS CONF!RMED THAT THE GOF WOULD
IMPOSE A WEALTH TAX, WHICHWOULD EEMPT THE FIRST
FF 3 MILLION, AND TAX THE REST PROBABLY AT A RATE
SIGNIFICANTLY UNDER 5 PERCENT. THE TAX WILL,
ACCORDINGTO FABIUS, AFFECT ONLY 1-2 PERCENT OF
TAXPAYERS. GONTRARY TO CAMPAIGN PROMISES, THE
TAX WILL PROBABLY FALL ON PRODUCTIVE CAPACITY
THOUGH PROBABLY WITH A PREFERENTIAL DEDUCT]ON

IN ADDITION, HE SAID THAT TAX EXEMPTIONS FOR
DEPENDENTS WHICH HAVE BEEN UNIMITED IN MOST
CASES WILL NOW HAVE A CE{LING PLACED ON THEM,

INCORTNG
TELEGRAM

PARIS 25848 67 OF @S 2819841

THIS HAS THE EFFECT OF MAKING THE PERSONAL
INCOME TAX MORE PROGRESS!VE.

- ON THE QUEST{ON OF WHERE THE FF 38 BILIN

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 Y!ELD BETWEEN FF 5 AND 18 BILLION.
IN ADDITION, AN INCREASE IN THE PROGRESSIVITY OF
THE TAX SYSTEM, WiTH A NEW UPPER BRACKET OF 6%
PERCENT, 1S UNDER DISCUSSION. AMONG INDIRECT TAXES,
A CHOICE 1S TO BE MADE BETWEEN AN INCREASE IN
TAXES ON PETROLEUM AND AN INCREASE IN THE VALUE-
ADDED TAX. .

-13. TREASURY SITUATON AT THE END OF APRIL 1381.

TABLE | -- BALANCE

(BILLIONS OF FF

- - APRIL 84 APRIL 81
PRECEDING YEAR’S BUDGEEET -28.31 ~17.63
CUYRRENT YEAR’S BUDGET -8.82 =33.74
{REGULAR SPEND!NG) (6. 22) -11.37)
(REVOLVING ACCOUNTS) (-15.14) (-22.37)
FOLLOWING YEAR’S BUDGET

- TOTAL /1/ -37.23 -51.37

/1/ AFTER TRANSACTIONS WITH THE IMF AND EXCHANGE
STABILIZATION FUND ARE DEDWCTED, THE DEFICIT

" AHOUNTS TO 34.97 IN 198 AND 57.31 !N 1881.

TABLE |1 -- FINANCING

UNCLASSIFIED
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PAGE 61 PARIS 25849 @8 OF 99 2819452 3117
ACTION EYR-12
INFO OCT-#1  ADS-g® AID-B7  INR-18  $$-15 CIAE-08 EB-88
EA-12 1CA-1%  H-81 NSC-95  NSAE-80 COME-88 LAB-94
DOE-18 OPiC-87 PA-22 CEA-F1  OMB-B1  STR-11  SIL-B1
FRB-61  XMB-84  AGR-B1  SP-B2 SPRS-82 /133 ¥
mmmemme e ———— 111247 2822341 /72

R 2818207 AUG 81

FM AMEMBASSY PARIS )
TO SECSTATE WASHDC 0648
DEPARTMENT OF TREASURY WASHOC
INFO AMEMBASSY BONN
AMEMBASSY BRUSSELS
AMEMBASSY LONDON
AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX POUCH
AMCONSUL LYON POUGH
AMCONSUL MARSEILLE POUCH
AMGONSUL STRASBOURG POUCH

UNCLAS SECTION 58 OF B3 PARIS 25849

JAR. -

1. NON BANK INSTITUTIONS 8. 4%
~A MEDIUM AND LONG TERM
- CREDIT -

=B TREASURY BILLS, ~4.35

12. 88

APRIL 8¢

~ CORRESPONDENTS // CASH BALANCES

- AND OTHER TRANSACTIONS

2. BANKS - 28.78
- OF WHICH :

- BANK OF FRANCE 2.46
TOTAL - 37.23

(BILLIONS OF FF)

JAN, -
APRIL &1

24,38

16.08
14.29

26.99

-5.70
5.37

/2/ GOVERNMENT OWNED SAVING INST)TUTIONS, LOCAL

AUTHORITIES AND THE PTT

- TABLE 111 -- BUDGET EXECUTION DURING CY 1981

(BILLION FRANCS)

BALANCE
-17.63
-33,74
-51.37

-37.23

- EXPENDITURES  RECEIPTS
1988 BUDGET 26. 08 8.37
1981 BUDGET 271. 80 237.26
TOTAL 297. 08 245,63
MEMORANDUM ITEM CY 88: FIRST 4 MONTHS,
TOTAL 256. 34 219.11
PERCENT INCREASES

- 1381/1988 15.8 12.1

A, THE CUMULATIVE DEFICIT WAS LARGER ALTHOUGH THE
CARRY-OVER OF THE PRECEDING YEAR’S BUBGET WAS LOMER,
AS DISBURSEMENTS UNDER THE 1381 BUDGET APPARENTLY
PROCEEDED AT A MUCH MORE RAPID PACE THAN UNDER THE
TO FINANCE THiS

1980 BUDGET FOR THE SAME PER|OD
MUCH LARGER GAP, THE GOF INCREASED

1TS BORROWING FROM

THE CORRESPONDENT OF THE TREASURY AND SOLD MORE

TREASURY BILLS TO THE BANKS.

-14, QUARTERLY INTERNATIONAL TRADE INDEXES
UNIT VALUE INDEXES INDICATE A SLOWDOWN OF BOTH
IMPORT AND EXPORT PRICES DURING THE SECOND

QUARTER.

IHPORT VOLUMES ROSE FOLLOWING A SHARP

FIRST QUARTER DROP, AND THE FIRST QUARTER INCREASE

IN EXPORT VOLUMES ACCELERATED.

[NCORTHIG
TELEGRAM

PARIS 25849 08 OF 29 281965Z

- IMPORT PRICES INCREASED 4,6 PERCENT FOLLOWING
A 7.4 PERCENT FJRST QUARTER INCREASE, 18.8 PERCENT
UP FROM A YEAR AGO AND EXPORT PRICES INCREASED

2.7 PERCENT FOLLOWING A 3.8 PERCENT FIRST QUARTER
INCREASE, 11.0 PERCENT UP FROM A YEAR AGO, THIS
SLOWDOWN 1N PRICES OF BOTH EXPORTS AND IMPORTS

WAS ON GOODS TRADED WiTH EC COUNTRIES, WHILE
PRICES ON TRADE WITH THE OTHER OECD COUNTRIES
ACCELERATED IN 8! I,

- IMPORT VOLUME (SEASONALLY AOJUSTED} {NCREASED
1.6 PERCENT FOLLOWING A 3.8 PERCENT DECREASE

IR THE FIRST QUARTER, 4.2 PERCENT DOWN FROM A

YEAR AGO, WHILE EXPORT VOLUME (SEASONALLY ADJUSTD}
INCREASED 5.4 PERCENT FOLLOWING A 1.7 PERCENT

FIRST QUARTER INCREASE $.5 PERCENT UP FROM A YEAR
AGO. THE NON-SEASONALLY ADJUSTED INDEXES SHOW
THAT THiS ACCELERATION [N VOLUME WAS DUE TO TRADE
WITH NON-EC OECD COUNTRIES.

PERCENT CHANGES

- - 81 (t1/71) (81 1/88 1V) 81 (/80 1}
IHPORTS

=~ PRICE - . 7.4 "18.0

- VOLUME SA - 1.6 -3.8 -4.2

- VOLUME NsA -8.8 -3.7 5.1
NON ENERGY IMPORTS

- PRICE - 1.7 6.2 11,6

- VOLUME NSA 3.6 2.8 -2,9
EXPORTS

UNCLASSIFIED

P
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PAGE @1 PARIS 25849 69 OF @9 2818072
ACTION EUR-12

INFO O0OCT-81 ADS-g@ AID-@7 INR-10 S55-15 CIAE-008
EA-12 ICA-158 H-@ 1 NSC-@5 NSAE-@@ COME~Q 0@
DOE-10 OPIC~-07 PA-O@2 CEA-O1 oMB-g1 STR-11
FRB-01 XMB-@4 AGR-81 SP-@2 SPRS-02 /133 W

—————————————————— 111228 2822352 /72
R 2818202 AUG 81

FM AMEMBASSY PARIS

TO SECSTATE WASHDC @68
DEPARTMENT OF TREASURY WASHDC
INFO AMEMBASSY BONN
AMEMBASSY BRUSSELS
AMEMBASSY LONDON
AMEMBASSY ROME

AMEMBASSY TOKYO

AMCONSUL BORDEAUX PQUCH
AMCONSUL LYON POUCH
AMCONSUL MARSEILLE PQOUCH
AMCONSUL STRASBOURG PQOUCH

UNCLAS SECTION 9 OF ©9 PARIS 2584S

- PRICE - 2.7 3.0 11. 9
- VOLUME SA - 5.1 1.7 5.5
- VOLUME NSA -~ 6.7 -1. 0 4.7

-15. INDUSTRIAL PRODUCTION 1981 I

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.

- NEARLY ALL THE MAIN SECTORS SHOWED A DECREASE
FOR THE SECOND CONSECUTIVE QUARTER. THIS WAS THE
CASE FOR PETROLEUM PRODUCTS, METAL WORKING,
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.

- 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. 08 PERCENT FOR CHEMICALS,

18. 1 PERCENT ON AUTOMOBILES AND 22. 8 PERCENT FOR IRON
ME TALURGY,

- 81 I PERCENT CHANGE

INDEX 81 1,80 IV 8% IV/III 81 1/80 I
OVERALL SA 127 -3.1 -2, 2 -7.3
OF WHICH
ENERGY 128 -3.0 2.3 -9. 8
INTERMEDIATE
- GOODS 116 -3.3 ~-4. 0 -12.1
CONSUMERS } ’
- GOODS 181 -3.7 -3.5 -8, 3

OTHER REPORTS SUBMITTED DURING PERIOD
24925 TEMPORARY SECRETARIAL ASSISTANCE

24485 REQUEST FOR INFORMATION ON THE DISC
CHAPMAN

_ UNCLASS IF FED

INCOMING
TELEGRAM

3118

EB~-@8
LAB-@4
SIL-@1

/4









53









&

56






58



WITHDRAWAL SHEET
Ronald Reagan Library

Collection Name Withdrawer

MCMINN, DOUGLASS: FILES SMF 2/6/2008

File Folder FOIA

MEXICO-COUNTRY PROFILES: FRANCE S2007-081

NOUZILLE

Box Number

10 121

ID  Document Type No of Doc Date Restric-
Document Description pages tions

50084 CABLE 2 8/31/1981 Bl
3119407 AUG 81

Freedom of Information Act - [5 U.S.C. 552(b)]

B-1 National security classified information [(b)(1) of the FOIA]

B-2 Release would disclose internal personnel rules and practices of an agency [(b)(2) of the FOIA]

B-3 Release would violate a Federal statute [(b)(3) of the FOIA]

B-4 Release would disclose trade secrets or confidential or financial information [(b)(4) of the FOIA]

B-6 Release would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIA]

B-7 Release would disclose information compiled for law enforcement purposes [(b)(7) of the FOIA]

B-8 Release would disclose information concerning the regulation of financial institutions [(b)(8) of the FOIA]
B-9 Release would disclose geological or geophysical information concerning wells [(b)(9) of the FOIA]

C. Closed in accordance with restrictions contained in donor’s deed of gift.



COMFTTENT 1AL

Department of State

PAGE £1 PARIS 26126 @1 OF 47 8211111 9969
ACTION EUR-12
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TO SECSTATE WASHDC 0745
INFO ALL EC CAPITALS

FIDENTIE AL SECTION B1 OF @7 PARIS 26120

E.0. 120865: GDS 9/2/87 (BE TARR, FRANC!S) OR-P
TAGS: ELAB, PINT, FR

SUBJECT: AFTER-SALES SERVICE - A SCORECARD FOR
- SEPTEMBER

REFS: A) PARIS A-35; B) PARIS 23621
1. {C - ENTIRE 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,
“11¢ PROPOSITIONS FOR FRANCE.“ N SO DOING HE-HAS----
SENT SOME DISTINCTLY MIXED SIGNALS TO FRENCH
{NVESTORS. ON THE ONE HAND, GOVERNMENT’S FULL
COMMITMENT TO ITS NATIONALIZATION PROGRAM AND ITS
ANMOUNCEMENT OF A BUDGET DEFICIT FOR 1382 THREE
TIMES THE (ARISING IN PART FROM ITS
DETERMINATION TO REDUCE UNEMPLOYMENT) HAVE RAISED
WARNING SIGNALS ABOUT GOVERNMENT INTERFERENCE N
BUSINESS OPERATIONS, HIGHER INFLATION AND A

WEAKER FRANC. ON THE OTHER, GOVERNMENT HAS

SOUGHT TO AVOID A MASSIVE INCREASE [N WAGES AND

HAS NOT YET DECIDED ON MEASURES WHICH COULD
FUNDAMENTALLY CHANGE THE NATURE OF LABOR/MANAGEMENT
RELATIONSHIPS. HIS FIRST 18@ DAYS HAVE BEEN A
PERIOD OF GREAT BEGINNINGS ~~ RAPIDLY UNDERTAKEN

TO MAXIMIZE THE VALUE OF A PERIOD OF "GRAGE" WHICH
HE, HIMSELF, RECOGNIZES AS ONLY TEMPORARY. NOW,
WITE THE END OF SUMMER AND RESUMPTION OF THE SOCIAL
DIALOGUE, WiLl COME THE ALL-1HPORTANT FOLLOW-THROUGH,
THE SPECIFICATION OF CONTENT WHICH PROMISES TQ YIELD
A CLEARER VIEW OF THE RELATIVE STRENGTHS OF THE
MAXIMALIST AND HINTMAL {ST STRAINS IN MITTERRAND’S
SOCIO-CMMUNIST COALITION. END SUMMARY.

3. ON MAY 18 FRANCE VOTED VALERY G!SCARD D’ESTAING
OUT OF OFFICE. ENTER FRANCO!S MITTERRAND, THE
LUGUBRQUS, THIRD-TIME~-AROUND CANDIDATE OF THE

LEFT -- NQT ON THE MEASURED THEME, VIVE L’ ALTERNANCE,
BUT VIVE LE CHANGEMENT -- CONVEYING THE NOTION THAT
ALL FRANCE THIRSTED FOR THE JUSTIGE AND TRUTH
EMBOOIED IN THE SOCIALIST PARTY’S INFLATED DECALOGUE,
THE “110 PROPOSITIONS FOR FRANCE." PRESIDENT -
MITTERRAND’S REPEATED REFERENCES TO THE PROPOSITIONS
AS THE BASIS FOR THE SOCGIAL!ST PROGRAM HAVE ESCALATED
EXPECTATIONS IN SOME QUARTERS. IN OTHERS |7 HAS
INVITED SCOREKEEPING. THE PURPOSE OF THIS MESSAGE

18 TO EXAHINE THE SOC!AL ASPECTS OF THE MITTERRAND-
MAURQY PROGRAH, CATALOGU!NG WHAT HAS BEEN PROMISED,
WHAT HAS BEEN ACHIEVED, AND WHAT REMAINS TO BE DONE

CONF |
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4. PROMISED !
____________ :%myﬂ

@ ’
THE FOLLOWING ITEHS ARE FRGM THE 116 PROPOSITION 0
FOR FRANCE.™ THE NUMBERS SHOMN ARE THOSE USED IN N
THE PROPOSITIONS: (}SV"“ ‘)
-~ 15, RECONQUER THE DOMESTIC MARKET AND CREATE J8ES.

-~ 18, CREATE 150,009 JOBS IN THE PUBLIC SECTOR
(HEALTH, EDUCATION AND PTT), AND AN ADDITIONAL Vyt—”"
§8,000 JOBS AT THE MUNICIPAL LEVEL. QAO

== 22. THE EMPLOYMENT OF TEMPORARY WORKERS WILL

BE DISCOURAGED. TRADE UNION RIGHTS AT THE PLANT

LEVEL WILL BE EXPANDED. PROTECT{ON FOR ELECTED

WORKER REPRESENTATIVES 1S TO BE (MPROVED. THE

RIGHT OF EXPRESSION FOR WORKERS WILL BE

GUARANTEED.

=- 23. BASED ON EMPLOYER/EMPLOYEE NEGOT!ATIONS,
THE WORKWEE® WILL BE REDUCED PROGRESSIVELY TO 35
HOURS. A FIFTH SHIFT IS TO BE INTROGUCED [N TROSE
OCCUPAT{ONS WHICH ARE PHYSICALLY DEMANDING. A
FIFTH WEEK OF PAID VACATION (S TO BE GENERALIZED.

-~ 24. THE EMPLOYMENT SERVICE (ANPE) IS TO BE
DEMOCRATIZED =-- COORDINATING INFORMAT!ON, TRAINING
AND THE PLACEMENT OF TEMPORARY WORKERS.

" S57257 THERE 1STTO BE PRICE MONITORING FOR THOSE - =T

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

DECLASSIFIED

NLRR 1)y 3-0&1 ¥ S22€S
AY_(4_NARADATE_S}¥¢ ),
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ACTTON EUR-12

S1X MEASURES WERE ADOPTED
INFO 0CYT-g1  ADS-80  AID-B7 INR-18  §S-15 ClAE-§8 EB-D8

1CA-11  DODE-22 H-£1 - NSC-95 NSAE-08 COME-09 HA-06 - THE MINIMUM WAGE (SMIC) WAS INCREASED BY 10
L-g3 LAB~B4  TRSE-09 PH-@9 OPiC-87 PA-A1 CEA-OL PERCENT, EFFECTIVE JULY { (PROPOSITION 31)
OMB-g1  STR-11  SilL-81 FRB-#3  XMB-p2  SP-92 SPRS-@2
/123 ¥ - THE MININUM OLD AGE BENEFIT WAS INCREASED BY
emm——— P 243572 0220397 /14 20 PERCENT, EFFECTIVE JULY L (PROPOSITION 31}).
R 9218471 SEP 81
FH AMEMBASSY PARIS - THE FAMILY ALLOWANGE WAS INCREASED BY 25 PER-
TO SECSTATE WASHDC 2746 CENT, EFFECTIVE JULY 1 (PROPOSITION 31).

INFO ALL EC CAPATALS “

: - THE ALLOWANCE FOR HANDICAPPED ADULTS WAS
CONF I HENTT AL SECTION 02 OF 87 PARIS 26128 INCREASED 2¢ PERCENT, EFFECTIVE JULY 1 (PROPOSITION 31)

E.0. 12065: GDS 9/2/87 (DE TARR, FRANCIS) OR-P - THE HOUS!NG ALLOWANCE WAS INCREASED $8 PERCENT --
TAGS: ELAB, PINT, FR 25 PERCENT JULY {; 25 PERCENT DECEMBER 1 (PROPOSITION
SUBJECT: AFTER-SALES SERYVICE - A SCOREGARD FOR al.
- SEPTEMBER

- ADDITIONAL EMPLOYER CONTRIBUTIONS TO SOCHAL
-= 28. TAX ADVANTAGES WILL BE CONTRACTED WITH ' SECURITY -- DUE TO THE INCREASE [N THE SMIC -~ WERE
EMPLOYERS IN ORDER TO ENCOURAGE LABOR-INTENSIVE REDUCED BY S8 PERCENT (PROPOSITION 32)
INDUSTRY.

6. THOSE MEASURES WERE FOLLOWED ON JUNE 17 BY A
=~ 30. EMPLOYER CONTRIBUTIONS TO SOCIAL SECURITY COUNCIL OF MINISTERS DECISION TO EXTEND THE GISCARD-

WILL BE MOD!FIED IN LABOR-{NTENSIVE INDUSTRIES. BARRE GOVERNMENT’S THIRD EMPLOYMENT PAGT TO JUNE 1982,
T e e e . - = ——-SURPRISINGLY FEW CHANGES WERE MADE IN THE PACT --

-- 31. AFTER CONSULTATIONS WITH LABOR AND

MANAGEMENT, THE MINIMUM WAGE (SMIC} WILL BE

INGREASED.

=TT THE OLD AGE MINIMUM BENEFIT, AND BENEFITS - .

FOR THE HAKDICAPPED, ARE TO BE RAISED TO TWO-THIRDS - 7 ' T :

OF AVERAGE INCOME. - -~

- THE FAMILY ALLOWANCE WILL BE INCREASED
58 PERCENT, IN TWO 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

-~ 6@. PLANT COMMITTEES ARE TO HAVE THE RIGHT TO
MORE COMPLETE INFORMATION CONCERNING THE QPERAT!ON
OF THE ENTERPRISE. THEY WILL ALSC BE GIVEN THE
POWER TO VETO MANAGEMENT DECISIONS ON HIRING,
FIRING, TRAINING AND WORK ORGANIZATION

~~ 88. IMMIGRANT WORKERS ARE TO EhJOY EQUALITY
OF RIGHTS, INCLUDING THE RIGHT TO VOTE iN
MUNICIPAL ELECTIONS.

IN ADDITION TO THE FOREGOING, PRESIDENT MITTERRAND
PROMISED DURING THE PRES{DENT{AL CAMPAIGN THAT
WORKERS WOULD BE GIYEN THE OPTION OF RETIRING WITH
FULL BENEFITS AT AGE 68.

S. DELIVERED

THE NEWLY-INSTALLED MITTERRAND-MAUROY TEAM SHOWED
COMMENDABLE RESTRAINT -~ AND A FAIR MEASURE OF

ENLIGHTENED SELF-{NTEREST -~ IN RESISTING THE GCALL
FOR A "NEW GRENELLE" -- [.E., ANOTHER GOVERNMENT-
LABOR-MANAGEMENT GONFRONTAT{ON WHICH, IN THE VIEW
OF SOME, "GAVE AWAY THE STORE" iN THE AFTERMATH OF
THE DISORDERS OF 1368. INSTEAD, THE FOLLOWING

CONF DBENT IAL
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{CA-11 DODE-9@ H-@1 NSC-@5  NSAE-90 COME-£@
L-93 LAB-64  TRSE-8 PM-29 OP1C-@7 PA-B1
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INFO ALL EC CAPITALS

CONF WVDENTI AL SECTION £3 OF 07 PARIS 26120

E.0. 12@65: GDS 9/2/87 (DE TARR, FRANCIS) OR-P
TAGS: ELAB, PINT, FR

SUBJECT: AFTER-SALES SERVICE - A SCORECARD FOR
- SEPTEMBER

WHICH, DURING THE PRESIDENTIAL CAMPAIGN, THE SOCIALISTS
ATTACKED AS SCARCELY MORE THAN AN EXERCISE IN

COSMETICS -- TO TRIM UNEMPLOYMENT STATISTICS, AMONG
THE FEW CHANGES INCORPORATED IN THE REVISED PACT WERE:
- TS EXTENSION TO AN ADDITIONAL 1g9, 868 -

159, 000 PERSONS

- A PROLONGATION FROM & TO 12 MONTHS OF THE
JOB GUARANTEE, IN EXCHANGE FOR WHICH, A S8 PERCENT
EXEMPTION ON EMPLOYER CONTRIBUTIONS TO SOCIAL
SECURITY.
- A BONUS OF F 5808 TO SELF-EMPLOYED WORKERS
HIRING THEIR FIRST HELPER.

- INTRODUCTION OF SAFEGUARDS AGAINST SEX
DISCRIMINATION IN THE {MPLEMENTATION OF THE PAGT

THESE CHANGES REPRESENTED A PARTIAL RESPONSE TO
PROPOSITIONS 15, 28 AND 38

7. PROPOSITION NO. 22 WAS PARTIALLY ADDRESSED BY
A GOVERNMENT DECISION TO DISCOURAGE 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 QUESTIMN OF EMPLOYMENT,
PROPOSITION NO. 18 FOUND &_.uE RESPONSE IN SEGRETARY
OF STATE FOR THE AGING JOSEPH FRANCESCH{i’S ANNOUNCE-
HENT [N EARLY JULY THAT 5,080 FULL-TIME AND 15,800
PART~TIME JOBS WOULD BE CREATED TO PROVIDE “HOME
HELP* FOR THE AGED. MINISTER FOR THE PUBLIC
SERVICE ANGIET LE PORS (COMMUNIST) TOPPED THIS
WITH AN AUGUST 18 DECISION TO BLOCK THE DISCHARGE
OF NON-TENURED CIVIL SERVANTS AND TO PROCEED
STRAIGHTAWAY TO THE EMPLOYMENT OF 37,708 ADDIT!ONAL
PUBLIC SERVICE WORKERS, FUNDS FOR WHICH WERE
AUTHORIZED N THE JULY SUPPLEMENT TO THE 1881
BUDGET,

9. ALTHOUGH A SUBSTANTIAL INCREASE IN UNEMPLOYMENT
COMPENSATION (PROPOSITION 31) HAS NOT BEEN FORTH-
COMING, THE MAUROY GOVERNMENT ON JULY t7 |NCREASED
THE GOVERNMENT SUBSIDY TO PARTIAL UNEMPLOYMENT
COMPENSATION, RAISING THE LIMITATION ON THiS BENEFIT
FROM 482 TO 622 HOURS MAXIMUM

10. RESPONDING TO NO SPECIFIC ITEM AMONG THE "118

. S CWEB‘ENNAL
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PROPOSITIONS," GOVERNMENT IKCLUDED IN ITS AUGUST 4,
1981, AMMESTY LAW A PROVISION CLEANSING THE RECORD
IN THE CASE OF EMPLOYER SANCTIONS IMPOSED AT THE
WORK PLACE PRIOR TO MAY 22, 1381, IN THE CASE OF
TRADE UNION AND/OR OTHER ELECTED WORKER REPRESENTA-
TIVES DISMISSED AFTER JANUARY 1, 1975, BY REASON OF
A DISPUTE [MVOLVING THEIR REPRESENTATIVE FUNCTION,
THE EMPLOYER IS REQUIRED TO REHIRE THE INDIVIDUAL
UPON HIS REQUEST. (THIS LATTER HAS AN OBL {QUE
CONNECTION WI{TH PROPOSITION 22).

11. PROPOSITION 88 PROMISING E€QUALITY OF RIGHTS
FOR FMMIGRANT HORKERS FOUND AMPLE RESPONSE {N A
NEW [MMIGRATION POLICY (REF “A"} WHICH HELD THE
LIME AGAINST FURTHER IMMIGRATION BUT LIBERAL }ZED
REGULARIZATION OF STATUS FOR CLANDESTINE WORKERS
ALREADY [N FRANCE., THE PROPOSAL THAT FORE!GN
WORKERS BE ALLOWED TO VOTE IN MUNICIPAL ELECTIONS
SPARKED A CONTROVERSY WHICH OPPOSED TWO GOVERNMENT
FEMBERS -- FOREIGN MINISTER CLAUDE CHEYSSON (PRO
AND STATE SECRETARY FOR IMMIGRATION FRANCOIS
AUTAIN. (CON}. FOR THE PRESENT, THiS PROPOSAL
REMAINS IN LIMBO.

12, PROPOSITIONS NOS. 22 AND &8 ARE TO FIND
EXPRESSION IN A PROPOSED LAW BEING JOINTLY DEVELOPED
BY THE MINISTERS OF LABOR AND PUBLIC SERVICE. THE
LATTER, A COMMUN{ST, JUMPED THE GUN A BIT WITH HIS
AUGUST 25 ANNOUNCEMENT THAT, HENCEFORTH, WORKERS
WiLL PARTICIPATE {N THE MANAGEMENT OF THEIR SERVICES
THROUGH REVIVED LABOR-MANAGEMENT TECHNICAL COM-
MITTEES; THAT POLICY WiLL BE LIBERALIZED TO EXGUSE
ABSENCES TO ALLOW ATTEMDANCE AT TRADE UN!ON
CONGRESSES; AND THAT PUBLIC PREMISES WILL BE MADE
AVAILABLE FOR AFTER-HOURS TRADE UN!{ON MEETINGS ON
VIRTUALLY ANY SUBJECT, INCLUDING POLITICAL
RESPONDING TO A SPECIFIC QUESTION ON AUGUST 25,
MINISTER LE PORS OP{NED THAT SUCH MEETINGS MiGHT

CONPYNENT IAL
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CON F%E NT | AL SECTION g4 OF 87 PARIS 26120

E.O0. 120885: GDS 8/2/87 (DE TARR, FRANCIS) OR-P
TAGS: ELAB, PINT, FR

SUBJECT: AFTER-SALES SERVICE ~ A SCORECARD FOR
- SEPTEMBER

APPROPRIATELY DEAL WiTH SUBJECTS SUCH AS THE US
DECISION TO GONSTRUCT THE NEUTRON BOMB,

13, AGAIN WITH REFERENCE TO PROPOSITIONS 22 AND 64,
HINISTER OF LABOR JEAN AUROUX HAS BEEN CHARGED WITH
PREPARING A REPORT AND RECOMMENDATIONS CONCERNING
EXTENDED RIGHTS FOR WORKERS. MUCH OF HIS REPORT --
WHICH IS NOT DUE UNTIL SEPTEMBER 15 -~ HAS ALREADY
LEAKED TO THE PRESS. IT, AND THE LEGISLATION WHICH
PRESUMABLY WILL FOLLOW, REPORTEDLY FEATURE THE
FOLLOWING:

~— —— «=-- (A} THE EXTENSION OF WORKER INSTITUTIONS (E.&.
THE COMITE D’ENTREPRISE) TO SMALLER FIRMS HERETOFORE
EXEMPT BY REASON OF NUMBER OF EMPLOYEES. THE
NUHERICAL THRESHOLDS ARE RETAINED BUT THE APPLICATION
IS STRIGTER -~ INCLUDING IN THE WORKFORCE COUNT
“TEMPORARY" AND LIiMITED-TERHM CONTRACT WORKERS;

~ (B} CREATION OF AN "INTERNAL RIGHT OF ALERT" --
I.E. PLANT COMMITTEES WILL BE EMPOWERED TO GIVE A
TIMELY SIGNAL OF LOOM{NG ECONOMIC DIFFICULTIES AND,
IN SOME CASES, TO “SUSPEND" (NOT VETO) MANAGEMENT
DEGISIONS TO PROCEED TO COLLECTIVE LAYOFFS;

- (G) ESTABLISHMENT OF AN OBLIGATION ON THE PART
OF THE EMPLOYER TO BARGAIN iN GODD FAITH AT THE
PLANT LEVEL. THE AREA OF OBLIGATORY BARGAINING WAS
NOT DEFINED; AND

- D) THE POWER OF THE MINISTER TO DEAL WITH BAR-
GAINING IMPASSES IS TO BE REINFORCED.

AUROUX ALSO ANNOUNCED PLANS TO REFORM THE NATIONAL
EMPLOYHENT SERVICE (ANPE} AND THE VOCATIONAL
TRAINING AUTHORITY (AFPA) ~-- CREATING 508 NEW JOBS
AT ANPE, 3088 AT AFPA (PROPOSITION NO. 24).

14, FOLLOWING A JUNE 12 TRI-PARTITE MEETING CALLED
BY GOVERNMENT TO LAUNCH TALKS ON REDUCED WORKING
TINE, TRADE UNION AND EMPLOYER REPRESENTATIVES
AGREED ON JULY 18 TO AN ACCORD WHICH, i EXCHANGE
FOR GREATER EMPLOYER FLEX!BILITY IN WORK

SCHEDUL NG, WOULD REDUCE THE LEGAL WORKWEEK FROM

49 TO 33 HOURS AND GENERALIZE 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, THIS ACTION REPRESENTS A FIRST STEP TOWARDS
FULFILLMENT OF THE PROMISES MABE IN PROPOSITION NO.

ga4
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23,

15, PEMDING

GOVERNMENT’S UNFINISHED BUSINESS IN THE SOCIAL FIELD
FALLS INTO TWO BROAD CATEGORIES -- FOLLOW-UPS TO
ACTIONS ALREADY LAUNCHED, AND INITIAL ACTiON ON
REMAINING ITEMS. [N THE LATTER CATEGORY, THE
FOLLOW!ING:

- {A) RETIREMENT AT AGE 60 (CAMPAIGN PROMISE BY
MITTERRAND). CONSULTATIONS W{TH EMPLOYER AND
WORKER REPRESEMTATIVES HAVE TAKEN PLACE BUT, TO
DATE, NO SUBSTANT{VE ACTION. ACCORDING TO AN -
AUGUST 26 ANNOUNCEMENT OF GOVERNMENT’S AGENDA FOR
THE REMAINDER OF THE YEAR, LEGISLATION ON THIS
SUBJECT WILL BE CONSIDERED IN NOVEMBER. THIS
REPORTEDLY WAS A CAMPAIGN COMMITMENT AD LIBBED INTO
THE RECORD BY MITTERRAND. 1T HAS PROVED TO BE AN
EXTREMELY COMPLICATED (AND POTENTIALLY COSTLY
SUBJECT.

~ (B} INCREASED UNEMPLOYMENT BENEFITS (PROPOSITION
31). NO ACTION THUS FAR. WiTH THE NUMBER OF
COMPENSATED UNEMPLOYED PERSONS CONTINUING TO
INCREASE {UP 4@ PERCENT OVER THE LAST YEAR),

AND THE FUND ALREADY FF & BILLION IN THE RED, SUB-
STANTIAL {NCREASES- IN BENEFITS SEEM UNLIKELY.
CONCEIVABLY, HOWEVER, THE MATTER COULD COME UP FOR
DISCUSSION (N SEPTEMBER WHEN GOVERNMENT {S TO
RE-EXAMINE THE SOCIAL SECURITY AND UMEMPLOYMENT
COMPENSATION PROGRAMS.

16. [N THE FOLLOW-UP GATEGORY, A GREAT DEAL REMAINS
TO BE DONE, AS FOLLOWS:

CONF I DT IAL
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CONFJDENTI AL SECTION 85 OF 87 PARIS 26120

THE 18 PERCENT INCREASE IN THE HINIMUMWAGE (SMiC
GRANTED JULY 1 WAS ROUGHLY ONLY HALFTHAT DEMANDED
BY ORGANIZED LABOR AS NECESSARY TO RESTORE THE
PURCHASING POWER OF THE LOWEST PAID. AND EVEN THAT
INCREMENT HAS BEEN ERODED BY COL INCREASES WHICH
HAVE AVERAGED 1.2 PERCENT OVER THE LAST THREE
MONTHS. BOTH THE COMMUNIST-CONTROLLED CGT AND THE
CFDT TRADE UNIONS HAVE BEEN CALLING FOR FURTHER
UPWARD REVISIONS, BUT NOTHING HAS BEEN SCHEDULED.
FOR FEAR OF WAGE-PUSH [NFLATION, GOVERNMENT WOULD
LIKE TO LIM!T THE ECHO EFFECT OF THESE SMIC
INCREASES ACROSS THE WAGE SPECTRUM. ON THE OTHER
HAND, INCREASED WORKER PURCHASING POWER 1S AT THE
HEART OF THE SOCIAL1STS’ REFLATIOMARY POLICY. THE

- -—TEST WILL COME WITH THE SEPTEMEER WAGE ROUND -- ALL

EYES ON THE GOF TD SEE WHAT WILL HAPPEN IN THE
PUBLIC SECTOR. AT THE RENTREE THE OVERALL WAGE
OBJECTIVE OF MOST TRADE UNION LEADERS AT THE
NATIONAL LEVEL !S THAT OF PRESERVING PURCHASING
POWER, WITH -- HOPEFULLY -- SOME SLIGHT ADVANCE

AT THE LOWER 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 {NCREASE TRANSFER PAYMENTS
(ALREADY 32.4 PERCENT OF TOTAL HOUSEROLD INCOME).

= (B} WORKING TIME

HAVING OPTED FOR THE ROLE OF CATALYTIG AGENT iN THE
REDUCTION OF THE WORKWEEK GOVERNMENT HOPES TO REAP
SOME BENEFIT N THE FOR!. oF [NCREASED EMPLOYMENT.
BUT, CONTENT APPARENTLY TO ENACT INTO LAW WHAT IS
WORKED OUT N LABOR-MANAGEMENT NEGOTIATIONS, GOVERN-
MENT RUNS THE RISK OF SEEING CONCLUDED SECTOR AGREE-
MENTS WHICH WILL ADD TO PRODUCTION COSTS (AND

HENGE TO INFLATION) WiTHOUT REALIZING THE ANTICI-
PATED EFFECT ON EMPLOYMENT. LEGISLATION ON

WORKING TIME 1S SCHEDULED FOR DISCUSSION IN
NOVEMBER.

- €} WORKER RIGHTS

THE DOSSIER ON WORKER RIGHTS 1S 4 DELICATE ONE

THE RECOMMENDATIONS REPORTEDLY CONTAINED IN MINISTER
OF LABOR AUROUX’'S REPORT (SUPRA} SMACK CLEARLY OF
CFDT [NFLUENCE (REF "B"). BUT AUROUX'S RECOMMENDA-
TIONS WILL NOT FULLY SATISFY EITHER THE CGT (WHICH
WOULD HAVE GONE MUCH FURTHER) OR FORGCE QUVRIERE
(WHICH IS APPREHENSIVE OF PLANT-LEVEL BARGAINING).
THOUGH AURQUX MANAGED TO FINESSE THE CONTROVERSY
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OVER A PLANT COMMITTEE VETO ON MANAGEMENT DECISIONS
TO LAY OFF WORKERS, THE WORKER CHALLENGE TO EMPLOYER
AUTHORITY REMAINS TMPLIC!IT IN HiS RECOMMENDATIONS

IF INCORPORATED IN THE LABOR CODE, THESE MEASURES
HILL DO NOTHING TO REASSURE ENTREPRENEURS WHOM
GOVERNMENT HAS COME TO RECOGNIZE (ALBEIT BELATEDLY!
AS THE PRINCIPAL ACTORS !N JOB CREATION. ON THE
QUESTION OF PLANT-LEVEL BARGAINING, FRENCH EMPLOYERS
ARE HESITANT BUT NOT INALTERABLY OPPOSED. THEY SEE
IN THE PROPOSAL A REMOTE POSSIBILITY THAT SOMETHING
AKIN TO NEAR-BINDING U.S.-STYLE CONTRACT BARGAINING
MIGHT EVOLYE. THIS IS A DEBATE WHICH SHOULD PEAK

IN DECEMBER WHEN GOVERNMENT CONSIDERS THE WHOLE
THORNY QUESTION OF EXTENDED WORKER RIGHTS AT THE
EMTERPRISE LEVEL.

- () IMMIGRANT WORKERS

YHE REGULATORY REMEDIES IN FAVOR OF IMHiGRANT
WORKERS (SUPRA) ARE OF A PROVISIDNAL NATURE.
LEGISLATION PROJECTED FOR SEPTEMBER WILL PROBABLY
PRESERVE A. LENIENT ATTITUDE TOWARDS AL{EN WORKERS
(DECLARED AND CLANDESTINE) ALREADY IN FRANCE, BUT
TAKE A FIRMER STAND WiTH RESPECT TO {LLEGAL
ENTRANTS. IN THE ABSENCE OF SUPPORTIVE PUBLIC
OPINION, 1T NOW SEEMS UNLIKELY THAT IMHIGRANT
WORKERS WILL BE ACCORDED THE RIGHT TO VOTE IN
MUNICIPAL ELECTIONS (PROPOSITION NO. 88).
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- ALY SOCHAL SECURITY AHD UNEHPLOYHEHT CORMFENLATION

CURRENT PROJECTYIONS ARE FOR n FF 7 BIILION DEEICIT
[N THE SOCIAL SECURITY ACCOUMT AND A iF & HILLION
DEYICET (6 UNENPLOYMINT COMPENGALION HIRIDS FOR 1981,
THL SOCIAL SEGURITY BEFICIT FROSLCTED FOR 1352 435
FE 20 BILLION.  THE FIHANCING OF THL SOCIAL SECURITY
AND UNEMPLOYMEWT COMPENSATIOH SYSTEMS ARF TO BE THE
SUBJECT OF LLGISIATION SCHEDULLD FOR COMGIDERATION
(N SEPTEMBER.  THE MOST LIKELY POSSIBILITIES FOR
REFORN IN GOCIAL STCURITY FINANCIHG ARE RESUMPTIOQN
(IN MODIFLED FORM) OF THE RECEMTLY SUPPRISSED
GISCARD BARRE ONE PLRCENT INCREMENT (1l COMTRIBUTIONSG,
AND REMOVAL OF THE WAGE CLILINGS OH WHICH MOST
COMTRIBUTLONS ARF CURRENTLY GALCULATED. THE REFORM
IN UHEMPLOYMENY COMPEMSATION FOHDING COULD INCLUDE
HIGHLR CONTRIBUTIONS (WETH PERNAPS AW IMCREASED GOF
SUBSIDY), AMD "SOLIDARITY" CONTRIBUTHONS FROM CIVIL
SERVARTS BERUTOFORE EXENPTED BECAUSE THEY HAVE
VIRTUALLY ABSOLUTE JOB CECURITY. [N BOTH CASES,
HOWEVER, THESE ADDED COWTRIBUTIONS WOULD REPRESENT
DEBITS AGAINST PURCHASING POMER -~ WHICH WOULD
REAPPEAR A5 WAGE DEMAMDS, WITH CLEAR [HPLICHTIONS
FOR INFLATION., ANOTHER POSSIBILITY, SUGGESTED BY FORCE
OUVRIERE SECRETARY GENERAL ANDRE BERGERON, 10
THAT OF TAKING A LONG-TERM LOAN IN AN AMOUNT
SUTFICIENT TO TIDE THE FUND OVER WHAT BERGERON
REGARDS AS A TEMPORARY CRISIS WHICH WILL EVENTUALLY
BE REVERSED BY DEMOGRAPHIC CHANGE.

- (F)  EMPLOYMENT CREATION

CLEARLY THE ROST EMBARRASSING AWD DITFICULT PROBLEM
FACING THE MNEW SOCIALIST REGIME 15 UNEMPL OYMENT -~
NOW AT 1.849 MILLION (APPROXIMATELY 8 PCRCENT OF
THE WORKFORCE) AND LIKELY TO TOP A MEW PSYCHOLOGICAL
THRESHOLD OF 2 MILLION BY THE END OF THE YEAR

IN THE WORDS OF THE PRIME MINISTER, THE IMMEDIATE
OBJECTIVE |5 CONTAINMENT, IMPROVEMENT BEING AT
LEAST 18 MOWTHS AWAY. THE 216,009 PROJECTED PUBLIC
SERVICE JOBS FIGURE AS GCARCELY MORL THAN A PR
GESTURE.  MAUROY HAS SAID ON SEVERAL OCCAS{ONS THAT
HE EXPECTS TO0 NET 908, 000 ADOITIOHAL JOBS WITH THE
_ REDUCTION OF THE WORKMEEK TO 35 HOURS. BUT, AS THE
395-HOUR WORKWEEK WAS RECEDED IHTO THE IHDEF INiTE
FUTURE, SO HAVE THE 800, 000 JOBS. FRUSTRATION ON
THIS SCORE HAS PRODUCED SOME INTERESTING ALIBIS
HiGH US [NTEREST RATES, EMPLOYER PERFIDY, ETC. BUT,
FOR FORN'S SAKE AT LEAST, GOVERNMENT WILL WANT 10
BE SEEN TO BE ACTIVE I[N THIS FIELD. tH THE COMING
MONTHS A NUMBER OF REGULATORY MEASURES ARE TO BE
DISCUSSED: “COMPUTERIZATION AHD EWPLDYMEWT"
(OCTOBER) ; “YOUTH AND WORK" (NOVEMBER); AND THE
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"REFORM OT VOCAYIONAL TRAJNING® (DECEHBER) . TH
OHI'Y DIRECT APPROACH WITH PROMIGE WOULD EL A JOB
CREATION LEFORT t INRED 10 0L COMMIIMENT
{(PROPOSITION HO. 16} TO LAUNCH A [ ARGE PUBLIC
WORKS PROGRAN.

17.  COMMLCNT

ON ANY tAIR READING DF THE SCORFCARB, |7 MUST BE
COMCEDED THAT THE SOCIALESTS HAVE BEEN A 400D
{(BLMOST) AS THELR WORD.  BUT WHETHER THE PAMACHE

OF MITTERRANG S FIRGT HUMDRLD DAYS CAN BE SUSTAINID
IS AHOTHER MATTLR.  IN [ABOR™G OPYIG, WIS POSITIVE
PERFORHANCE 10 DATE WILL TEUD 70 EXTERD THL PERIOD
OF "GRACE™ WHICH THL TRADE UNIOHS HAVE THUS |AR
RCCORDED HIM.  FEW ARE IHCLINED TO FAULT HIHM {OR
NOT HAVIHG FOUND AN IMGTANT SOLUTIOW TO 1HL PROBILM
(UREHPLOYMENT) WHICIE HADMTS KEYHLSEANS AHD SUPPLY
SIDERG Al IKE.  COHE SYMPATHIZERS FEAR HOWEVER THAT,
WHILE WRESTLING MUTH THIS INIRACTABI L PROBLEM,
MITTERRARD MaY BE TLMPTED TO “HOW BUDGETHRY,"
TDEOLOGICALLY NOFIVATED DIVERGIONS WHICH COULD
UIVIDE WIS ELECTORATL AND WEAKER THE ECONOMIC
STRUCTURE OF THE COBNTRY.

KHOWLEDGEABLL OBSERVERG HAVE SAID ALL ALONG THAT
THE NEW REGIHE'S FIRST RCAL TEST WL COME IN THE
FALL. FALL HAS COME.
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