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Present economic problems in France, as they appear in public discussion, are the price stabilisation policy, the 
preparation of the Fifth Plan the resistance to further take-over of French firms by American capital, the wage-
level in the public sector, the slowing down of expansion (or the outright decrease of production) particularly in 
the textile and automobile industries, the conversion in gold of the dollars held by the Government, the latest (Janu
ary 20) policy statement of the employers' organisation (Confideration Generate du Patronat Francais). 

There is of course a link or a series of links between these various problems. 

IF one looks back, one observes that 
the French economy has known an 

unprecedented and nearly uninter
rupted — expansion during ten to 
twelve years, let us say, approximately 
since 1953. The rate of investment, of 
modernisation and of concentration 
were relatively high. Planning probab
ly played a positive role by increasing 
the efficiency of investment, particular
ly by improving coordination between 
public and private investment. A l 
though the price level moved regularly 
upwards and wages and private con
sumption increased by a considerable 
amount, specially in 1953-57 and I960 
62. Exports went up as a result of a 
change of policy of a number of big 
firms and of the devaluation of 1957 
and 1959. Underlying the whole evolu
tion is a definite change of outlook of 
the French entrepreneur, with a new 
dynamism replacing, at least in the big 
firms of the growth industries, the old 
"malthusian" (stagnant) attitude. 

During the second part of this 
period, the integration of the French 
economy into the Common Market: 
went sharply forward. Thus the French 
economy is no longer protected, or at 
least the major instruments of protec
t ion have been laid aside. 

This implies the need of a deep 
revision in the main course of French 
economic policy. The increase of per
sonal incomes, the financing of. invest
ment, and the expansion of produc
tion were combined wi th a fairly high 
rate of inflation, the adverse effects of 
the price increases being compensated 
by periodic devaluations. 

No More Devaluation! 

This has now become impossible. 
The Common Market, and indeed the 
whole international monetary set-up, 
has made inflation impossible (More 
over, the General does not like deva
luation, it is bad for France's national 
prestige!) 

This radical change raises a series 
of problems of policy, closely linked 

wi th the political and mili tary ambi
tions of the present regime: 

(a) The price-level must be kepi 
down, if French exports are to remain 
competitive. Therefore inflationary 
pressures must be eliminated. The 
gains resulting from the last devalua
tion have now disappeared, prices in 
1963 went up by approximately 6 per 
cent instead of the 1.2 per cent nue 
set by the IV th Plan—and the 
"moment of t r u th" has come. 

Now there has of course been much 
discussion on the source of inflation 
in France. Wages and "over-employ
ment", the antiquated structure of dis-
tr ibution, the high level of non pro
ductive (mili tary) public expenditure, 
the inefficiency of the monetary 
system, etc have been assigned by 
various authors or government spokes
men, the role of the yjllain. 

Flow ever a right-wing government 
(and this is what we have!) wi l l usual 
ly discover that the vi l lain is the 
wage-earner. Thus the "Stabilisation 
Plan" of September 1963, stil l in 
force, centres its efforts on wage sta
bilisation and on the increase of the 
supply of man-power through immigra
tion, higher mobil i ty and above ali 
through the slowing-down of the WHO 
of expansion, although a few and in
efficient measures oi price fixation iiso 
were put into effect, as well as certain 
forms of pressure towards the concen
tration of retail trade--not too much, 
for obvious political reasons. 

As a result of these "classical" de 
flationary moves, centred on monetary 
policy, the increase in prices have 
effectively been lower in 1964 than in 
1963; at the same time, production 
and investment have actually gone 
down, and the situation of such in
dustries as textile, durable consumer 
goods, and automobile, is, if not 
serious, then at least poor. 

Real wages have ceased increasing, 
and have probably gone down in the 
public sector, and the government is 

facing a series of important strikes, 
particularly in the railways, public 
utilities, postal services, coal mines 
(which are nationalised), schools, etc. 

One must also mention the long-
drawn, but interesting, discussions on 
incomes policy. Planning in France 
has been unti l now in "real terms", 
that is to say, that the price and in 
come structures were supposed to 
remain constant during each planning 
period (the assumption for the IVth 
Plan was a yearly price increase of 1 
per cent to 2 per cent, but without 
changes in relative prices). 

The changes which I have just de
scribed, plus the "logical" progress of 
planning methods, have resulted in the 
preparation of an incomes policy on 
two levels: 

(1) research on an econometric 
model wi th variable prices by the 
Centre d'Etudes d'Application des 
Maihemaiiques a la Planification (J 
Nataf), and (2) discussions between 
employers, trade unions and govern
ment on the possible setting up of in 
incomes policy, as a basis for incomes 
planning. 

The results have so far been, nega
tive, as the governments' proposals 
have been rejected by the employers 
as well as by the majority of the 
trade unions (but the Masse report, 
winch presents the analysis of the 
projected incomes policy, as well as 
a resume of the discussion, is of great 
analytical and practical interest). 

Invasion of American Capital 
(2) The second main problem is 

that of financing private investment. 
The pressure on prices has undoubted
ly resulted m a decrease of profit 
margin; self-financing, which provided 
(he overwhelming bulk of private 
investment resources in past years, has 
decreased, and private firms have been 
— and are — complaining of their 
financing difficulties. 

The question of the "invasion" of 
American capital is related to these 
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difficulties; a number of firms in vari
ous industries (Simca in automobile 
wi th Chrysler; Bull in electronics, wi th 
General Electric; several firms in the 
food industry, etc) have visibly found 
no other solution to their growth pro
blems than appealing to American 
funds. This raises problems of keep
ing important decision-making in 
French hands, of future effects on the 
balance of payments , . . . and, again, of 
national prestige (the General did not 
like the Chrysler-Simca agreement). 

Problem of Scales 

More generally, it raises the problem 
of the abil i ty of French firms to com
pete efficiently wi th American, German 
or British firms, which in nearly all 
branches are of much greater size, and 
have much greater resources at their 
disposal. (The difference in size varies 
of course, and in branches such as 
aircraft, aluminium, petro-chemicals, 
etc, the French concerns are as effi
cient as their European counterparrs; 
but it is estimated that the average 
size of the five most important French 
firms in the main industries varies 
from one-half to one-third of the cor
responding British and German firms, 
and from l / 2 0 t h to l /50th of the 
American firms). 

U n t i l now, the competitive strength 
of French firms has been supported 
(bolstered) by public financing, sub 
sidies, protection, e t c . . .The whole 
French monetary system is sti l l much 
more centralised, and centred on the 
public sector, than in other Western 
countries. 

However a global revision is being 
envisaged and in fact put into practice. 
Public financing is to be partially re
placed by "classical'' private financing. 
Measures are being taken to put new 
life into the Paris Stock Exchange, 
and to encourage the investment of 
private savings in private stocks in
stead of public bonds. The beneficial 
and indispensable aspects of private 
profit are daily publicised in the press, 
and the Confideration du Patronat has 
just made public a statement of gener
al policy insisting on the sanctity of 
private enterprise and attacking "un
due State intervention". (One may, 
however, wonder whether this state
ment reflects the views of some of 
the most influential businessmen). 

Simultaneously, the V t h Plan is un
der heavy attack. The project has been 
made public in November. It is an 
interesting and consistent document, 

but the figures given on the financing 
targets (precisely!) express the wishes 
of the Planning Commissariat, more 
than a practicable reality. In fact, one 
hears right and left the opinion: "The 
Plan is dead, the V th Plan does not 
exist". 

(3) The third problem is whether 
the French economy can support the 
production of atomic weapons and 
carriers (the famous "force de frap-
pe"), and in general of the economic 
impact of the diplomacy and strategy 
of the present government. 

In other words, is it possible to be 
a world power wi th all the material 
elements implied, on the basis of an 
"average-sized" national economy? 

There is no doubt, although precise 
figures are hard to find, that mili tary 
(atomic) and diplomatic (politically 
inspired assistance) expenses weign 
heavily on economic resources, acid 
to inflationary pressures (and are pos
sibly their main source), and increase 
the political difficulties of the govern
ment insofar as indispensable improve
ments in housing, hospitals, schools, 
roads, are severely curtailed, and lag 
far behind present needs. 

¥N October 1 1964 the EEC Corn-
emission sent to the Council and to 

the Governments of the Member States 
of the EEC a communication entitled 
"Ini t iat ive 1964", proposing in parti
cular that the six Governments should 
establish complete customs union by 
January 1967, i e, three years ahead of 
the schedule laid down in the Treaty of 
Rome. The document proposed that: 

(a) On January 1 1965 the Member 
States wi l l again reduce by 15 per cent 
their total customs charges in conform
i ty wi th Art icle 14(4) of the Treaty. 
On this date the customs duties w i l l be 
reduced for each product by at least 10 
per cent in relation to the basic duty. 
For Community products in respect of 
which application has been made be
fore October 1, 1964 to have recourse 
to the safeguard clause, this reduction 
may be l imited to 5 per cent. 

(b) On January 1, 1966 the Member 
States w i l l again reduce the total cus
toms charge by 15 per cent. On this 
occasion customs duties w i l l again be 
reduced for each product by at least 10 
per cent in relation to the basic duty. 

Un tne other hand, diplomatic action 
has permitted certain economic jgains, 
for example in exports, or in the agri-
cultural side of the European Common 
Market, 

Analysis of economic problems alone 
becomes here useless, for political 
factors exert the main influence on 
economic decisions. 

The recent French success in Euro
pean agriculture, for instance, cannot 
be explained without reference to the 
weakening of the West German posi
tion. The conversion of the French dol
lar-holdings is no more than a l ink in 
a series of manoeuvres and counter-
manoeuvres, centred on strategic pro
blems and finally, on the acceptance 
of De Gaulle's ambition to become the 
leading power in Western Europe. So 
is the " f l i r ta t ion" with Eastern 
Europe. 

There can be no doubt about the 
risks—on the economic and political 
fields of such a policy. Whether it 
may slow down or endanger the long-
term expansion of the French economy, 
and the trend towards economic in
tegration in Western Europe remains 
to be seen. 

(c) Before the Member States intro
duce their adapted tariffs they and the 
Commission w i l l examine case by case 
any problems to which the application 
of the above measures would give rise 
in certain sectors. 

(d) On January 1, 1967 the remaining 
customs duties w i l l be abolished. 

(e) On January I, 1966 the th i rd and 
final approximation towards the com
mon tariff w i l l take place. 

(f) As regards the products indicated 
in Annex II of the Treaty, including 
those coming under a common market 
organisation, there w i l l be a speedier 
abolition of customs duties and of the 
"fixed components" provided for in the 
regulation pursuant to Article 43. 

The customs duties and "fixed com
ponents" wi l l be reduced to zero with 
effect from January 1, 1968. 

On this date the common customs 
tariff and the "fixed component" pro
vided for under the regulations for the 
definitive stage w i l l also be applied. 

The European Time-table 
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P L A Y B E C O M E S H A P P Y S E R V I C E . 

Today 's service. Today 's effort . Continuous, successive. 
W o r k - l a d e n , face shining wi th a smile. 
T o m o r r o w , . . a little less of care, a little more of joy. 
And for H I N D U S T A N L E V E R , too, tomorrow begins today. 
In the research laboratory, in the factory and off ice. 
W o r k , patience, care 
to serve tomorrow's homes and the nation's needs 
wi th products that g r o w better and better. 
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The petrochemicals project of National 
Organic Chemical Industries Limited 
(NOCIL), is being undertaken by the 
Mafatlal Group in collaboration with the 
Shell International Chemical Company 
Limited, U.K., and its affiliates. At the 
same time, NOCIL have invested in a 
High Density Polyethylene manufactur
ing project — Poly olefins Industries 
Limited(PIL)—with Farbwerke Hoechst 
AG. of West Germany. Provision has 
been made in both projects for equity 
participation by the Indian public. 

Engineering contracts for NOCIL have 
been signed with Stone & Webster 
Engineering Corporation, USA, and 
Bataafse Internationale Chemie Maats-
chappij, N.V., Holland; and for PIL 
with Friedrich Uhde of West Germany. 

Construction is being undertaken on 
the 50Q-acrc site. Plant expansions of 
Hoechst Dyes and Chemicals Ltd. (HDC) 
and Indian Dyestuff Industries (IDl) will 
be located alongside the plants to be set 
up by NOCIL and PIL 

Tfie sources for the foreign exchange 
requirements of NOCIL and PIL are outside 

the Aid India Club, and have been arranged 
through Shell Petroleum Co. Ltd., and 
Farbwerke Hoechst AG. respectively. Rupee 
loans for both projects are being obtained 
from local banks. 

When completed, the NOCIL project will 
be capable of processing 225,000 tonnes 
of naphtha per annum obtained from the 
Burmah-Shell Refineries. Naphtha cracking 
will yield ethylene, propylene, benzene, 
butadiene, etc., for the manufacture of 
chemicals and plastics on a scale hitherto 
not undertaken by any other chemicals 
company in India. A wide range of these 
chemicals and plastics will be manufactured 
by NOCIL itself, with a total value at full 
output of the order of Rs. 20 to 25 crores. 
The products will be used in such diverse 
industries as plastics, paints, lacquers, 
plasticizers, brakefluid, anti-freeze, deter
gents, explosives, synthetic fibre, synthetic 
rubber, pharmaceuticals and antibiotics. 
Furthermore, the export of some of NOCILs 
products and those of the other organisations 
within the complex will contribute materially 
to foreign exchange earnings for the country. 

This petrochemicals complex will be an 
international venture, linking the Indian 
public and one of the foremost Indian busi
ness houses with British, Dutch and German 
interests, and employing a U.S. engineering 
organisation for the largest unit in the 
integrated operations* 


