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FRANCE : ECONOMIC /kSPECTS 

30 M a r c h  1960 

COL. I IAWKINS: Good morn ing ,  g e n t l e m e n .  

Our  s u b j e c t  today  p e r t a i n s  to the e c o n o m y  in F r a n c e .  We have 

had m u c h  r e f e r e n c e  to the s t r e n g t h  of the economy,  the new economy  

in F r a n c e ,  as  to what  l i e s  beh ind  the s t a b i l i t y  tha t  G e n e r a l  DeGaul le  has  

en joyed  for  the l a s t  s h o r t  p e r i o d  of t i m e .  Today we have a chance  to 

ana lyze  th i s  th rough  the e y e s  of an A m e r i c a n  e c o n o m i s t ,  a p r o f e s s o r  

f rom George town U n i v e r s i t y .  

I t ' s  a p l e a s u r e  to we l come  to the Col lege ,  P r o f e s s o r  D o b r i a n s k y ,  

of George town .  

P R O F .  DOBRIANSKY: Thank you, Colone l  Hawkins .  

G e n e r a l  Mundy, Gen t l emen ,  the Student  Body: It  r e a l l y  i s  a p l e a s -  

u r e  to be back  in th is  e n v i r o n m e n t ,  hav ing  been  he re  at  the Na t iona l  War  

Col lege  two y e a r s  ago.  I t ' s  a lways  a p r i v i l e g e  to m e e t  with m e m b e r s  

of the s tuden t  body at  ICAF,  as  I had even  du r ing  the c o u r s e  of tha t  y e a r .  

In ano the r  way I th ink  i t ' s  v e r y  p rop i t i ous  for  me ,  wi th  m y  name ,  

to come h e r e  at  th i s  t ime  to give a ta lk  about  the F r e n c h  e c o n o m y  at  the 

v e r y  t ime  tha t  a fe l low Slav i s  m o r e  or  l e s s  r o a m i n g  the e c o n o m y  and 

t e r r a i n  of F r a n c e .  I don ' t  i m a g i n e  tha t  s o m e  of the F r e n c h ,  in  v iew of 

what  t hey 've  done in depor t ing  m a n y  of the people  out to C o r s i c a ,  and f e a r -  

ing tha t  t h e r e  m a y  be s o m e  i r r i t a t i o n  g iven  to Khrushchev ,  would go ahead  

and a c t u a l l y  p l ay  on jokes ,  a l though the F r e n c h  h u m o r  should,  I think,  be 



e x p r e s s e d .  I cou ld  j u s t  v i s u a l i z e  wha t  m i g h t  h a p p e n  i f  s o m e  F r e n c h m a n  

w e r e  to r e c a l l  the t i m e  when  a F r e n c h  s c i e n t i s t  h a p p e n e d  to h i t  upon a 

d i s c o v e r y .  He d i s c o v e r e d  a body  and  w a n t e d  to have  i t  i d e n t i f i e d .  T h e y  

knew tha t  the R u s s i a n s  w e r e  p r o p a g a t i n g  t h e i r  d i s c o v e r i e s ,  and  t h e y  s e n t  

t h i s  body  o v e r  to M o s c o w  fo r  i d e n t i f i c a t i o n .  

A f t e r  a l i t t l e  wh i l e  the M o s c o w  s c i e n t i s t ,  R u s s i a n  s c i e n t i s t ,  r e p l i e d  

and  s t a t e d  tha t  the  body  w a s  i d e n t i f i e d .  " I t  i s  A t t i l a . "  The F r e n c h  s c i e n -  

t i s t s  w e r e  j u s t  a m a z e d .  T h e y  s i m p l y  w a n t e d  a c h r o n o l o g i c a l  i d e n t i f i c a -  

t ion,  and  the  w o n d e r f u l  R u s s i a n  s c i e n t i s t  not  on ty  i d e n t i f i e d  i t  c h r o n o -  

l o g i c a l l y ,  but  a c t u a l l y  i d e n t i f i e d  the m a n  h i m s e l f - - A t t i l a .  So they,  c o n -  

s e q u e n t l y ,  the F r e n c h  e c o n o m i s t s ,  dec ided :  " W e l l ,  w e ' l l  f ind  out p r e c i s e l y  

how t h e y  m a n a g e d  to do t h i s . "  T h e y  a g a i n  s e n t  a m e s s a g e  to M o s c o w  

i n q u i r i n g  as  to the m e t h o d s  and  p r o c e s s e s  of i d e n t i f i c a t i o n .  

So a wh i l e  a f t e r w a r d  a m e s s a g e  r e t u r n e d  f r o m  M o s c o w  and  in tha t  

m e s s a g e  i t  w a s  s i m p l y  s t a t e d :  " A t t i l a  h i m s e l f  c o n f e s s e d .  N K V D . "  

I know i t  i s n ' t  f a s h i o n a b l e  n o w a d a y s ,  g e n t l e m e n ,  to t a lk  in  t h o s e  

t e r m s ,  e s p e c i a l l y  when  we have  wha t  I p e r s o n a l l y  c o n s i d e r  an  e x a g g e r a t e d  

i m p r e s s i o n  of the g r o w t h  of the  Sov ie t  e c o n o m y  and  the l i ke .  But  s t i l l  

I t h i n k  t h a t  t h e r e ' s  m u c h  r o o m  for  tha t  k ind  of h u m o r .  

Now, i t  i s  in  a w a y  not  h u m o r o u s  to look a t  the  F r e n c h  e c o n o m y .  

T h e r e  a r e  m a n y  f a c e t s  to t h i s  e c o n o m y ,  m a n y  d e v e l o p m e n t s ;  and  wha t  I 

p r o p o s e  to do t h i s  m o r n i n g  i s  to in  a w a y  f i r s t  show wha t  i s  the  i m p o r t a n c e  

of l o o k i n g  in to  t h i s  e c o n o m y ;  s e c o n d ,  to g ive  a l o n g  c h r o n o l o g i c a l  h i s t o r -  

i c a l  l i n e s ,  and  y e t  m a k e  i t  b r i e f ,  h i t t i n g  upon e s s e n t i a l s  and  g i v e n  p h a s e s ,  
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t he  d e v e l o p m e n t s ,  l e t ' s  s a y ,  f r o m  1914 r i g h t  down to the end  of 1958; 

and  t hen  look m o r e  i n t e n s i v e l y  in to  c e r t a i n  r e s p e c t i v e  s p h e r e s  of th i s  

e c o n o m y  u n d e r  the D e G a u l l e  r e g i m e ;  and  then ,  f i na l l y ,  a s u m m a r i z a t i o n  

as  to the m a j o r  d a n g e r s  t h a t  s t i l l  p r e v a i l ,  the t h r e a t s  t ha t  e x i s t ,  and  tha t  

m u s t  be m e t  in  the  n e a r  f u t u r e .  

Now, I w o n ' t  b e l a b o r  the f i r s t  po in t ,  n a m e l y ,  the i m p o r t a n c e  of the  

F r e n c h  e c o n o m y .  I t s  i m p o r t a n c e  i s ,  of c o u r s e ,  r e f l e c t e d  in  the i m p o r t a n c e  

of the p o l i t i c a l  s t a b i l i t y ,  the h e a l t h ,  the v i t a l i t y  of F r a n c e  i t s e l f  a s  a 

na t i on .  B e y o n d  tha t ,  F r a n c e  

a l l i a n c e ,  and,  c o n s e q u e n t l y ,  

i s  a p a r t ,  an  i n t e g r a l  p a r t ,  of the  NATO 

of the f r e e  w o r l d .  I t ' s  qui te  obv ious ,  then ,  

t ha t  i f  i t  h a s  a s t r o n g  e c o n o m i c  b a s e ,  a l l  of t ha t  w i l l  be r a m i f i e d  p o l i t i c a l l y ,  

s o c i a l l y ,  m i l i t a r i l y ,  and  in  e v e r y  o t h e r  c o n c e i v a b l e  way .  

But  t h e r e ' s  a s e c o n d  a s p e c t  w h i c h  I would  l ike  to s t r e s s ,  w h i c h  o f t e n -  

t i m e s  i s  n e g l e c t e d ;  and  t h i s  s e c o n d  a s p e c t  a c t u a l l y  r e f e r s  to the F r e n c h  

e c o n o m y  as  a s t udy ,  p a r t i c u l a r  fo r  A m e r i c a n s - - a  s t u d y  in  wha t  one m a y  

c a l l  s t a t e  w e l f a r i s m ,  and  to s e e  wha t  l e s s o n s  we can  l e a r n  in  ou r  e c o n o m y  

as  c o n c e r n s  the  p o l i c i e s  tha t  we w i l l  f o r m u l a t e  and  d r a w  up a s  to d e c i s i o n s  

t h a t  we would  m a k e  in  c o n n e c t i o n  wi th  a l l o c a t i o n s  of ou r  c a p i t a l  i n ~ e s t -  

m e n t s  a n d  the l ike .  

So, b e a r i n g  in  m i n d  the f i r s t ,  the  s t r e s s  w i l l  l a r g e l y  be on the s e c -  

ond; and  I ' m  s u r e  i t  w i l l  p r o v o k e  a good dea l  of t hough t  and  d i s c u s s i o n  h e r e .  

Now, a few b a s i c s .  As  you  know, in  the  c a s e  of F r a n c e  you  have  

r o u g h l y  a p o p u l a t i o n  t o d a y  of about  44 m i l l i o n .  I t ' s  a young  popu la t ion ,  

w i th  a d e c r e a s i n g  c a t e g o r y  of a d u l t s .  The  b i r t h  r a t e ,  fo r  the f i r s t  t i m e  s i n c e  



the  b e g i n n i n g  of the  c e n t u r y ,  i s  on the i n c r e a s e .  

At th i s  po in t  I t h ink  tha t  we m i g h t  t ake  note  of s o m e  i n t e r p r e t a t i o n s  

of th i s  b i r t h  r a t e  and  not  s i m p l y  l e t  i t  go as  a s t a t e m e n t  of fac t .  T h e r e  

i s  one p r o f e s s o r ,  P r o f e s s o r  G e n n e n i n g ,  who has  w r i t t e n  a w o r k  on the  

s t r e n g t h s  and w e a k n e s s e s  of the F r e n c h  e c o n o m y ;  and  in th is  w o r k  he c l a i m s  

that  a c t u a l l y  th i s  i n c r e a s e  in b i r t h  r a t e  i s  b a s i c a l l y  a t t r i b u t a b l e  to the 

g r o w i n g  and  a d v a n c e d  i n f l a t i o n  tha t  has  c h a r a c t e r i z e d  the  F r e n c h  e c o n o m y .  

He c l a i m s  tha t  the F r e n c h m e n ,  who have  had  a w o r l d - w i d e  r e p u t a t i o n  

fo r  t h e i r  u n c a n n y  p r o p e n s i t y  to s ave ,  now in  the c o u r s e  of th is  i n f l a t i o n a r y  

d r i f t  have  a p p a r e n t l y  f o r g o t t e n  how to c a l c u l a t e  on the  n u m b e r  of c h i l d r e n  

in  r e l a t i o n  to t h e i r  a b i l i t y  to a f f o r d  the n u m b e r  of c h i l d r e n ;  and,  c o n s e q u e n t -  

ly, w i th  the d e v e l o p m e n t  of  s o c i a l  w e l f a r i s m ,  s t a t e  w e l f a r i s m ,  a l l  the  

a l l o w a n c e s  in c o n n e c t i o n  wi th  m e d i c i n e  a l l o w a n c e s ,  hea l th ,  e d u c a t i o n ,  and  

the  l ike ,  the  F r e n c h m a n  knows  tha t  he  can  d e p e n d  on t h e s e  a l l o w a n c e s  

and  s o c i a l  s e c u r i t y  b e n e f i t s  and  not  w o r r y  too m u c h  about  the m a g n i t u d e  

of h i s  f a m i l y  uni t .  Wel l ,  tha t  m a y  be .  I t h ink  t h e r e  i s  a g r a i n  of t r u t h  

in  that ,  in add i t ion ,  of c o u r s e ,  to the  r e s u m p t i o n  of the  v i t a l i t y  in  F r e n c h  

s o c i e t y .  

The  l a b o r  f o r c e  i s  a s t u r d y  one,  of a p p r o x i m a t e l y  20 m i l l i o n  peop le ;  

and  of tha t  7 112 m i l l i o n  a r e  w o m e n .  A good  p a r t  of i t  i s  a b s o r b e d  i n d u s -  

t r i a l l y - - 3 5  p e r c e n t - - c l o s e  to that ,  about  20 p e r c e n t ,  in  the a g r i c u l t u r a l  

r e a l m ;  and  then  in  c o m m e r c e  14 p e r c e n t ,  and  the l i ke .  

Now, b e t w e e n  1949 and  1956 the g r o s s  n a t i o n a l  p r o d u c t  of  F r a n c e ,  

of c o u r s e ,  had  b e e n  on an i n c r e a s e .  The  g r o s s  n a t i o n a l  p r o d u c t  i n c r e a s e d  
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in the old franc 8,400 billion francs to 20, 500 billion francs, which in 

the new franc would be approximately 41 billion dollars, accounting for 

price increases in this period of roughly seven or eight years of 50 percent. 

I mention this because this is oftentimes referred to when we analyze the 

French economy. The barometer, namely, the gross national product, 

is pointed out; and that is supposed to indicate some degree of health in 

the economy. 

Let us at this moment take a look at this graph (Chart i), which is 

extended to 1958. This blue line here, you notice, in this period, let us 

say, from 1953 right down to 1958 and into 1959, is looked upon as a period 

of expansion, after the initial period following the war, which was one of 

reconstruction. You see a steady increase in the gross national product, 

taking constant prices, right on up into 1958. As a matter of fact, through 

1959 it would be extended upward, although the rate of growth tends to be 

somewhat leveled out. 

In connection with taxes, the tax situation is shown here too. About 

50 percent of the tax revenues come out of what we call excise taxes, 25 

percent out of individual income taxes. I mention this at this point because 

the common impression is that the tax burden upon the individual French- 

man happens to be relatively light in comparison with that in Germany, 

in the United States, and elsewhere. And that is entirely contrary to fact. 

The fact is that in the course of this entire period, despite the in- 

crease in gross national product, the incidence of taxation has been widely 

extended, and the burden has been increased. So that the tax load in France 
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i s  r o u g h l y  abou t  40 p e r c e n t  of  the ne t  n a t i o n a l  i n c o m e ,  which ,  in c o n t r a s t  

to the U n i t e d  S ta t e s ,  i s  s o m e w h a t  about  o u r s .  

Now, in the c a s e  of  e x p e n d i t u r e s ,  t h a t ' s  a n o t h e r  m a t t e r  tha t  w e ' r e  

go ing  to have  to look in to ,  b e c a u s e  of the  b u d g e t a r y  p r o b l e m  tha t  has  c o n -  

f r o n t e d  F r a n c e  in  the t h i r t e e n  o r  m o r e  y e a r s  r i g h t  up to the  p r e s e n t  t i m e .  

About  25 p e r c e n t  of the e x p e n d i t u r e s  a r e  d e v o t e d  to d e f e n s e .  An a d d i t i o n a l  

25 p e r c e n t  a r e  d e v o t e d  to a d m i n i s t r a t i o n .  

e d u c a t i o n a l  c o s t  of  the  c e n t r a l  g o v e r n m e n t ,  

Of c o u r s e  th i s  i n c l u d e s  the  

w h i c h  b e a r s  a good  p a r t  of i t .  

The public debt as a percentage of the gross national product is 

roughly about 35 percent. 

Now, these preliminary points, as I said, I introduce at this moment 

to give at least one conception, that here is an economy that, even in the 

midst of inflation, has been growing. It has accomplished a feat of recon- 

struction, and it has continued to expand. Many leave it at that and say: 

"Well, that in itself shows the tremendous recovery realized by Frenchmen. 

Now, that is highly questionable; :and I think that to understand the 

significance of DeGaulle's reforms, to understand this current period, 

and to evaluate the dangers, and to see whether this current period will 

continue into the future, it is necessary to work up, I think, a long-range 

perspective. We have to look backward and at the same time intensively 

into the present and on a combination of the two perspectives to be 

able to project a sound perspective for the future. 

Looking at the background quickly, back in 1914 France was in a very 

sound position, one of the richest countries in the world, diversified in 
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n a t u r a l  r e s o u r c e s ,  a s  i t  i s  now; h a d  a g r e a t  c o l o n i a l  e m p i r e ;  and,  as  I 

i n d i c a t e d ,  a p e o p l e  known for  t h e i r  t h r i f t .  B u s i n e s s e s  w e r e  of m e d i u m  

s i z e  c h a r a c t e r .  F a m i l y  c o n c e r n s  w e r e  a c t u a l l y  in  p r e d o m i n a n c e  and  w e r e  

r e l u c t a n t  to s e l l  s h a r e s  o r  b o n d s .  C o n s e q u e n t l y ,  t hose  t ha t  a c c u m u l a t e d  

t h e i r  s a v i n g s  had  to look for  h i g h - g r a d e  b o n d s .  

E v e n  in  the  c a s e  of d o w r i e s ,  a w o m a n  in F r a n c e  w o u l d n ' t  t h ink  of 

m a r r y i n g  w i thou t  a d o w r y .  T h a t  n e c e s s i t a t e d  the f a m i l y  to s a v e ,  to p r e -  

p a r e  fo r  t h a t  k i n d  of even t ;  and  t h i s  on ly  t e n d e d  to a m p l i f y  the  d e m a n d  for  

h i g h - g r a d e  b o n d s .  

The  s a m e  th ing  in  c o n n e c t i o n  wi th  the  m a t t e r  of the  F r e n c h  a t t i t u d e  

t o w a r d  r e t i r e m e n t - -  r e t i r e m e n t  a t  50 o r  55, a f t e r  a l i fe  of b a l a n c e d  i n d i -  

v i d u a l  e c o n o m y ,  p r o p e r  s a v i n g s ,  p r o p e r  e x p e n d i t u r e s ,  and  the l i ke .  

So tha t  a s  a r e s u l t  of th i s ,  one f inds  F r a n c e  in  the  a g g r e g a t e  in  a 

r e l a t i v e l y  s t r o n g  i n t e r n a t i o n a l  p o l i t i c a l  p o s i t i o n ,  w i th  b a l a n c e  of p a y m e n t s  

f a v o r a b l e ,  a f a v o r a b l e  b a l a n c e  of  t r a d e ,  t o u r i s t  t r a d e  v e r y  p r o l i f i c ~  and  

a F r e n c h  a c c u m u l a t i o n ,  i f  you  wi l l ,  of f o r e i g n  i n v e s t m e n t s ,  r e c e i v i n g  con -  

s i d e r a b l e  i n t e r e s t  on t h e m .  

In t h i s  c a s e  F r a n c e ,  of c o u r s e ,  was  one c o u n t r y  w h e r e  i n t e r n a t i o n a l  

f i n a n c e  and  p o l i t i c s  wen t  hand  in  hand .  The  g r e a t e s t  r e c i p i e n t  of F r e n c h  

s a v i n g s  was  the  R u s s i a n  E m p i r e .  M a n y  of you m i g h t  have  n o t i c e d  abou t  

a w e e k  o r  so  ago m a n y  F r e n c h m e n  h o l d i n g  on s t i l l  to c z a r i s t  bonds ,  hop in g  

t h a t  K h r u s h c h e v  would  g ive  s o m e  c o n s i d e r a t i o n  to i t .  The  po in t  i s  t ha t  

F r a n c e  did p l a c e  i t s  m o n e y  in  s h o r t - t e r m  m a r k e t s  in B e r l i n ,  in London,  

and  e l s e w h e r e .  
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Now, there are some economists who look upon this entire period, 

starting in abou~ugust of 1914, right down to the end of 1958, as a lesson 

in French, in French life, French inflation--a period of 44 years of 

inflation characterized by eleven full- grown devaluations. So that you 

had change here reflecting the political changes and the changes in govern- 

ment over this entire period of tin%e. 

Now, I think there is a controversial point here. If one looks, if 

you will, at the depreciation of the dollar, let us say, from 1873 down to 

the present tin%e, one will find considerable depreciation. I needn't go 

that far back. One could go back to 1939, and roughly about: a 58 percent 

depreciation in the dollar. So in a sense our dollar unit over a long period 

of time has been steadily depreciating, and yet one wouldn't say that we 

are in the course, if you will, of advancing inflation. 

The same thing, I believe, is true in the case of France. You would 

not take 1914 as a period of departure. But certainly let us say the past 

seven years, from 1951 to 1958, one can take and show that France has been 

in a state of advanced inflation. 

Now, the crucial aspect in the type of comparison made here, I 

believe, is this: That is the attitude of the people with regard to the infla- 

tionary trend. You take, for example, in the case of Pontherey. The 

French had a problem in reforming their currency back in 1926 and 1928 

and Ponth~rey was quite bold in initiating the necessary reforms. And 

the significant aspect was that he had the majority of the people behind him 

in enacting and effectuating such reforms. 
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H o w e v e r ,  in  the c a s e  of D e G a u l l e  one  m u s t  r e c o g n i z e ,  I th ink,  tha t  

h is  p o s i t i o n  i s  a l m o s t  tha t  in  r e l a t i o n  to P o n t h e r e y  of the p o s i t i o n  of 

v i r t u a l  d i c t a t o r s h i p ~  and  the  a t t e m p t  is  to c l e a r  up the  m e s s  in the q u i c k -  

e s t  t i m e  p o s s i b l e ;  but  s t i l l  a g r e a t  d e a l  of g r u m b l i n g  on the p a r t  of the  

F r e n c h  popu la t ion ;  and  I w i l l  i n d i c a t e  a few of the i n s t a n c e s  s h o r t l y .  

So tha t  e v e n  in h i s  own g roup ,  the  D e G a u l l i s t  g roup ,  t h e r e  a r e  

m a n y ,  in  fact ,  a m a j o r i t y  I wou ld  say,  who a r e  v e r y  a n x i o u s  not  to s t r i k e  

a t  the r o o t s  of  the p r o b l e m  too q u i c k l y  or  too bo ld iy ,  and  to a l low for  f u r -  

t h e r  i n f l a t i o n a r y  a d v a n c e s .  

Now, th i s  I t h ink  is  a c r u c i a l  a s p e c t  in  any  c o m p a r i s o n s ,  in  any  

p e r s p e c t i v e s ,  tha t  a r e  d r a w n  wi th  r e g a r d  to the  F r e n c h  e c o n o m y - - t h e  

p a s t  and  the p r e s e n t .  

Now, in  the  1920's ,  q u i c k l y  then,  the  F r e n c h  found t h e m s e l v e s  in  

a r e l a t i v e l y  s o u n d  pos i t i on ;  so  m u c h  so  tha t  a t t e m p t s  w e r e  m a d e  to a c t u a l l y  

m a k e  out  of P a r i s  an i n t e r n a t i o n a l  m o n e y  m a r k e t ,  in  th i s  p e r i o d  of v o i d  

a f t e r  the  London  m o n e y  m a r k e t  had  gone  u n d e r  the s h a d o w s .  

Tha t  d i d n ' t  w o r k  out, in  v i e w  of a n u m b e r  of c i r c u m s t a n c e s ,  i f  you 

w i l l - - t h e  k n o w - h o w ,  the  e x p e r i e n c e ,  the e x a g g e r a t e d  op in ion  tha t  F r e n c h -  

m e n  had  wi th  r e g a r d  to the va lue  of m o n e y - - a  f r a n c  i s  a f r a n c  no m a t t e r  

at  wha t  t i m e  o r  wha t  p e r i o d  y o u ' r e  s p e a k i n g  o f - - a n d  t h e y  lackeci  the f l e x -  

i b i l i t y  to e s t a b l i s h  th is  k ind  of i n t e r n a t i o n a l  m o n e y  m a r k e t .  

Then,  as  you know,  d u r i n g  the  t h i r t i e s  i t  had  i t s  p r o b l e m s .  Of 

c o u r s e ,  the  u n e m p l o y m e n t ,  the d e p r e s s i o n ,  tha t  was  as  s e v e r e  o r  p r o -  

t r a c t e d  as h e r e .  And  then  f o l l o w i n g  the war ,  w i th  F r a n c e  i n c u r r i n g  i t s  
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losses. 

But  i t ' s  t h i s  p e r i o d  f o l l o w i n g  the w a r  t ha t  b r i n g s  abou t  v e r y  s i g n i f i -  

c an t  c h a n g e s  in  the  s e n s e  t ha t  up to the  p r e s e n t  t i m e  the  F r e n c h  have  in  

a w a y  l o s t  r e s i s t a n c e  to i n f l a t i o n  and  to i n f l a t i o n a r y  m e a s u r e s ,  m o r e  o r  

l e s s  c o a s t i n g  a l o n g  and  a t t e m p t i n g  to hedge ,  a t t e m p t i n g  to f ind a l l  s o r t s  

of m a k e s h i f t s ,  to be ab l e  to m i n i m i z e  as  muchaS, p o s s i b l e  the  l o s s e s  of 

t h i s  i n f l a t i o n a r y  g r o w t h .  

C o n s e q u e n t l y ,  a s  one looks  in  t h i s  p o s t w a r  p e r i o d ,  one h a s  to c o n -  

s i d e r  a n u m b e r  of f a c t o r s .  The  f i r s t  i s ,  to be s u r e ,  t ha t  s i n c e  '48 you  

had  c a p i t a l  f o r m a t i o n .  T h a t  i s  i n d i c a t e d ,  i f  you  wi l l ,  by  th i s  g r o w t h  in 
g r o s s  

the  g r o s s  n a t i o n a l  i n c o m e - - a / c a p i t a l  f o r m a t i o n  a t  a f a i r l y  h igh  r a t e  of 

a p p r o x i m a t e l y  5 . 8  p e r c e n t .  H o w e v e r ,  a r e l a t i v e l y  l a r g e  p r o p o r t i o n  of 

t h i s  was  d e v o t e d  to c o n s t r u c t i o n ,  a s  a g a i n s t ,  i f  you  wi l l ,  to m a c h i n e r y  and  

e q u i p m e n t .  

Then ,  t h i r d l y ,  t h e r e  w a s  a r e l a x a t i o n  of p r i c e  c o n t r o l s  a f t e r  the  

w a r ,  in  1949; and  tha t  l ed  to an  11 p e r c e n t  i n c r e a s e  in  p r i c e s .  

F o l l o w i n g  tha t ,  the  g o v e r n m e n t  in  p o w e r  at  the t i m e  r e c o g n i z e d  tha t  

m o n e t a r y  and  f i s c a l  m e a n s  a n d  m e a s u r e s  m u s t  b e  t a k e n  in  o r d e r  to c u r b  

the i n f l a t i o n a r y  d r i v e ,  r a t h e r  t han  r e l y i n g  on p r i c e  c o n t r o l s  and  on s u b -  

s i d i e s .  So one can  s a y  tha t  s u r e l y  t h e r e  was  an  a w a r e n e s s  of the i n f l a -  

t i o n a r y  t h r e a t ,  and  a h a l f - h e a r t e d  a t t e m p t  in  the c o u r s e  of th i s  p e r i o d ,  

of '48 r i g h t  down to '58,  to cope wi th  i t .  The  q u e s t i o n  i s  w h e t h e r  i t  w a s  

a d e q u a t e ,  a n d  I b e l i e v e  i t  was  not .  

A n o t h e r  c o n s i d e r a t i o n  i s ,  of c o u r s e ,  the  M a r s h a l l  P l a n  and  the  o t h e r  
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f o r m s  of a id  tha t  we re  g iven.  To F r a n c e ,  rough ly ,  t h rough  M a r s h a l l  

P l a n  channe l s ,  i t  was about  4 . 5  b i l l ion  d o l l a r s .  But  a c t u a l l y  the Uni ted  

S ta tes  ove r  a t 3 - y e a r  p e r i o d  fol lowing l i b e r a t i o n  had g iven  m u c h  m o r e  than 

that  to F r a n c e .  I would say ,  roughly ,  that  i t  was  about 10.5 b i l l i o n - -  

the M a r s h a l l  aid, o the r  f o r m s  of aid, and in add i t ion  the e x p e n d i t u r e s  of 

our own s o l d i e r s ,  i f  you wil l ,  in F r a n c e  i t s e l f .  And th i s  f ac to r  m u s t  be 

c o n s i d e r e d ;  n a m e l y ,  the F r e n c h  dependence  upon s u c h  a id  r i gh t  down 

a c t u a l l y  un t i l  1958. 

So that  in th i s  p e r i o d  of r e c o n s t r u c t i o n ,  F r e n c h  r e c o n s t r u c t i o n  was  

e f f ec t ed  qu ick ly .  As a m a t t e r  of fact ,  the i n d u s t r i a l  p roduc t ion  by '53 

was  wel l  above the p r e - W o r l d  War  II l eve l .  

Now, the p e r i o d  f rom '53 to '58 is  c h a r a c t e r i z e d  as  a p e r i o d  of expan-  

s ion;  and he re  we have the s econd  m o d e r n i z a t i o n  and  equ ipmen t  plan,  f rom 

'54 to '57,  de s igned  to give impe tu s  to m a n y  of the a r e a s  whe re  cap i t a l  

equ ipmen t  was l a c k i n g - - i n  a g r i c u l t u r e ,  in  bui lding,  c e r t a i n  m a n u f a c t u r i n g  

i n d u s t r i e s .  The a t t e m p t  was to have p r i v a t e  cap i t a l  i n v e s t m e n t s  a c t u a l l y  

take on a g r e a t e r  s h a r e  of th is  to ta l  i n v e s t m e n t .  And one s e e s  t h i s  by 

the i n d u s t r i a l  p roduc t ion  1956 l e v e l - - t h e  l eve l  of p roduc t ion  about  42 p e r -  

cent  above 1953. 

In mid-1957 an a t t e m p t  was made  to e l i m i n a t e  s o m e  of the s e l e c t i v e  

p r i c e  con t ro l s ;  and that  led to a 15 p e r c e n t  i n c r e a s e  in the index.  

But  i t ' s  the i n f l a t i o n a r y  background  du r ing  th i s  pe r i od  that  I th ink  

is  of i m p o r t a n c e .  You wi l l  r e m e m b e r  that  i t ' s  in th is  per iod ,  i m m e d i a t e l y  

a f t e r  the war ,  tha t  you had r a p i d  n a t i o n a l i z a t i o n  of publ ic  u t i l i t i e s ,  of n u m e r o u s  
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forms of transport, and the like. Secondly, you had a state welfare orien- 

tation--the expansion of social security and many of the welfare services; 

and, of course, that requires governmental outlays. 

It is  in this  p e r i o d  that  the m a t t e r  of dependence  upon subs id i e s  r o s e .  

The a t t emp t  h e r e  to r educe  the cos t  of l iving,  at  l e a s t  as  shown by our  

i n d i c a t o r s ,  p roduc t -budge t  def ic i t s ,  and b o r r o w i n g  f r o m  the banking s y s -  

t em.  And while  the budget  def ic i t s  a r e  feeding th is  i n f l a t i o n a r y  growth,  

a t t emp t s ,  as  I ment ioned ,  have been to m i n i m i z e  the effect  of the inf la t ion;  

and you get  the deve lopmen t  of e s c a l a t i o n  and the i n t roduc t i on  and innova t ion  

in m a n y  s p h e r e s  of the e s c a l a t o r  c l auses ,  not  only in l abor  c o n t r a c t s ,  so 

that these  c o n t r a c t s  a r e  hooked on to the cos t  of l iv ing  index; and when 

that  r i s e s ,  t he re  would be a p e r c e n t a g e  i n c r e a s e  in the wage r a t e s .  

But a l so  it  s p r e a d s .  It s p r e a d s  to inc lude  even bonds .  And those  

c r e d i t o r s  that  o f f e red  t h e i r  s av ings  would have and i n s i s t  upon the i n t r o -  

duct ion of these  index c l a u s e s  in these  bonds .  And that  s p r e a d  unt i l  we have 

by 1958 a whole s y s t e m  of index o b l i g a t i o n s - - t h e  a t t emp t  he r e  to hedge, to 

a c tua l l y  m i n i m i z e  the l o s s e s  acc ru ing ,  i f  you will ,  f rom this  i n f l a t i o n a r y  

bulge.  

In addi t ion  to that,  we find a g r e a t  deal  of h o a r d i n g - - h o a r d i n g  wi thin  

F r a n c e  and a l so  F r e n c h m e n  s .ending t h e i r  p ro f i t s  into o the r  a r e a s  and 

i nves t i ng  in the fo rm of gold or  channe l ing  t he i r  sav ings ,  i f  you will ,  in to 

s e c u r i t i e s ,  bonds,  and a lso ,  for  that  m a t t e r ,  fo re ign  r e a l  e s t a t e .  So that 

the cap i t a l  m a r k e t s  in F r a n c e  have been s e v e r e l y  d i s rup t ed  dur ing  th is  

p e r i o d  r igh t  up t i l l  1958. 
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Now, th is  i n f l a t i o n  that  t a k e s  p l a c e  has  i t s  i m p a c t  a l s o  on the  

b a l a n c e  of p a y m e n t s .  And  h e r e  too one f inds  a s i t u a t i o n  w h e r e  the  e x t e r n a l  

p a y m e n t s  of F r a n c e  a r e  on an i n c r e a s e ;  and  a c t u a l l y  in  a p e r i o d  of, say,  

1956 and  1957, r e s u l t i n g  in  a l o s s  of 1. 3 b i l l i o n  d o l l a r s  of o f f i c i a l  i n t e r -  

n a t i o n a l  r e s e r v e s .  

So that  e v e n  wi th  a id  g iven  by the  E u r o p e a n  P a y m e n t s  Union,  by the 

I n t e r n a t i o n a l  M o n e t a r y  Fund,  and  o t h e r  a g e n c i e s ,  the F r e n c h  f ind t h e m -  

s e l v e s  in  a c o n d i t i o n  w h e r e  t h e i r  e x t e r n a l  deb t s  a r e  in  e x c e s s  of t h e i r  

c a p a c i t y  to pay  fo r  t h e m .  This  wou ld  be a c t u a l l y  a n a t u r a l  p h e n o m e n o n  

a r i s i n g  f r o m  th i s  i n f l a t i o n a r y  bu lge .  

Now, I t h ink  it  i s  s i g n i f i c a n t  h e r e  to i n d i c a t e  tha t  in  1958 we had,  

as a r e s u l t  of the c h a n g e  in g o v e r n m e n t ,  the f i r s t  s i z e a b l e ,  l o n g - t e r m  bond  

i s s u e  b e i n g  f l o a t e d  by  the  g o v e r n m e n t .  Not  on ly  that ,  but  i t  i n d u c e d  a 

d i s h o a r d i n g  of r o u g h l y  about  170 m i l l i o n  d o l l a r s  in  go ld .  

In m i d  1958 the  Bank  of F r a n c e  r e s e r v e s  w e r e  l e s s  than  one b i l l i o n  

d o l l a r s  in  g r o s s .  But  c o m p a r e  tha t  wi th  1914, an e a r l i e r  p e r i o d ,  w h e n  

on a ne t  b a s i s ,  r e s e r v e s  of about  a b i l l i on ,  and  then  a f t e r  the r e f o r m s  in 

'26 and  '28,  at  the b e g i n n i n g  of the  ' 3 0 ' s ,  i t  had  r e s e r v e s  of  abou t  6 b i l l i o n  

d o l l a r s .  

The  p u r c h a s i n g  p o w e r  of the  F r e n c h  f r a n c  a c t u a l l y  o n e - t w o - h u n d r e d t h  

of the 1914 l e v e l .  The  s i g n i f i c a n t  th ing  h e r e  i s  that  abou t  s e v e n - e i g h t h s  

of th is  d e t e r i o r a t i o n  o c c u r r e d  in the 14 1/2 y e a r s  f o l l owing  l i b e r a t i o n .  

So tha t  w h e n  one looks  at  the  p i c t u r e  p r i o r  to the  r e f o r m ,  one f ind th i s  

s i t u a t i o n  : 
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To be su re ,  the i n d u s t r i a l  output on an i n c r e a s e ,  g r o s s  na t i ona l  

p roduc t  i n c r e a s i n g ;  and ye t  the cons t an t  p r e s s u r e  upon p r i c e s ,  c o n s u m e r  

p r i c e s ,  who lesa l e  p r i c e s ,  and at  the s a m e  t ime add i t iona l  budge t a ry  out-  

lays ,  i n c r e a s i n g  def ic i t s  y e a r  a f t e r  yea r ,  and as  a consequence  of that ,  

a d rawing  upon the bond r e s e r v e s  of the Bank of F r a n c e  and F r e n c h  r e -  

s e r v e s  in g e n e r a l  to i n c r e a s e  t he i r  i m p o r t s ,  and a l so  a dependence  upon 

fo re ign  aid.  

This  is  not a p r e t t y  p i c tu r e .  I t ' s  a s i t ua t ion  in which one has the 

f u r t h e r  deve lopmen t  of th is  whole a t t e m p t  to avoid  the i n f l a t i o n a r y  e f fec ts  

and l o s se s ,  to hedge via  th is  whole index ob l iga t ion  s y s t e m ,  and, i f  you 

wil l ,  f ina l ly  an e x p r e s s i o n  th rough  po l i t i c a l  p r i v i l e g e s  engulf ing the whole 

na t iona l  budget .  

Now, the r e f o r m  p r o g r a m ,  then,  i n i t i a t ed  in 1958 and c a r r i e d  th rough  

down to the p r e s e n t  t ime  a c t u a l l y  is  p i t ched  to r e c t i f y  the s i tua t ion  that  

has  e x i s t e d  up t i l l  that  t ime .  J acques  l%uef, who h e a d e d  the c o m m i t t e e  

and s e t  up the m a i n  d i r e c t i o n  of the economic  r e f o r m s  to be taken  by the 

DeGaul le  g o v e r n m e n t ,  I th ink e x p r e s s e d  i t  wel l  when he sa id  tha t  the F r e n c h  

were  consuming  m o r e  than  producing,  i nves t i ng  m o r e  than saving,  i m p o r t -  

ing m o r e  than expor t ing ,  and hiding a good po r t i on  of t he i r  p ro f i t s  in gold 

a t  home and in a s s e t s  ab road .  

And that,  I think,  c h a r a c t e r i z e s  the s i t ua t i on  that  led f ina l ly  to the 

a s s u m p t i o n  of power  by DeGaul le  and the i n i t i a t i on  of his  r e f o r m  p r o g r a m .  

Now, what, then, is  the s ign i f i can t  a im,  or  pe rhaps  what  a r e  the 

s i gn i f i c an t  a i m s  of this  r e f o r m  p r o g r a m ?  Well ,  c e r t a i n l y  and obvious ly ,  
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f i r s t ,  to e l i m i n a t e  the i n f l a t i o n a r y  ef fec t  of budget  de f i c i t s ,  and to s t r e n g t h e n  

the e x t e r n a l  va lue  of the f r a n c .  

But i t t s  even  deepe r  than tha t .  It i s  p h i l o s o p h i c a l l y  to change  the 

whole a t t i tude  of the F r e n c h  popula t ion  with  r e g a r d  to the n e c e s s a r y  r e q u i -  

s i t e s  for  so l id  and sound economic  growth;  to r e a l l y  r e h a b i l i t a t e  the s a v i n g s  

p r o p e n s i t i e s  on the p a r t  of the F r e n c h ;  to c u r t a i l  th is  p r o p e n s i t y  s i m p l y  

to s e e k  handouts  v ia  s o c i a l  s e c u r i t y  p r o g r a m s ;  and to a c t u a l l y  b r i n g  about  

th i s  b a s i c  p h i l o s o p h i c a l  r e f o r m .  

Now, whe the r  D e G a u l l e ' s  p r o g r a m  wi l l  s u c c e e d  depends  on a n u m b e r  

of th ings .  But i t  is  a fact  n e v e r t h e l e s s  that  they  began  t a ck l i ng  i t  in the 

b u d g e t a r y  a r e a ,  both on the expend i tu r e  s ide  and a l so  on the r e v e n u e  s ide .  

It i s n ' t  expec ted  that  they  can e l i m i n a t e  the 4ef ici ts  f rom y e a r  to y e a r .  

On the c o n t r a r y ,  the whole in ten t ion  i s  to r educe  the  def ic i t  f r om y e a r  to 

y e a r  as  m u c h  as  p o s s i b l e .  

T h e r e  has  been  c u r t a i l m e n t  of s o c i a l  w e l f a r e  s e r v i c e s ,  v e t e r a n s '  

p e n s i o n s  excep t  in  the lowes t  i ncome  group.  However ,  on the o the r  hand, 

p r o j e c t e d  p lans  for  defense ,  for publ ic  i n v e s t m e n t  and housing,  have been 

a l lowed  to r i s e .  But in the 1958-59 p e r i o d  you have had at  l e a s t  an i n c r e a s e  

of about  5 p e r c e n t  in r e l a t i o n ,  i f  you wil l ,  to the 10 or  15 p e r c e n t  in the 

b u d g e t a r y  def ic i t  in the p r e c e d i n g  t h r e e  y e a r s .  

On the r evenue  s ide ,  they,  of c o u r s e ,  have taken  m e a s u r e s  to i n c r e a s e  

t a x e s  on wine,  tobacco,  ind iv idua l  i n c o m e s ,  and c o r p o r a t e  i ncome ;  and an 

i n c r e a s e  to be r e a l i z e d  of about  8 p e r c e n t .  

So that  i n t e r n a l l y  the b u d g e t a r y  p r o b l e m  i s  be ing  coped with; the 
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whole  in t en t ion  s l owly  to r e d u c e  the def ic i t ,  and hope even tua l l y  to a r r i v e  

at  a conc re t e  s u r p l u s .  

On the e x t e r n a l  f ront ,  as  you know, the F r e n c h  f r anc  was deva lued  

in D e c e m b e r ,  1958, by  rough ly  17 1/2 p e r c e n t .  Th i s  enab led  the F r e n c h  

to join the o the r  m e m b e r s  of the Common  Marke t ,  to work  toward  c u r r e n c y  

c o n v e r t i b i l i t y .  But, in addi t ion  to that ,  t he r e  w e r e  the abol i t ion  of r e s t r i c -  

t ions  of c ap i t a l  t r a n s f e r s  by f o r e i g n e r s ,  and a good deal  of i m p o r t  l i b e r -  

a l i z a t i on .  

The indexing of bonds was not Lifted, but all other index obligations, 

or at least the index feature in such obligations certainly as wage contracts, 

had been eliminated. 

Also, with regard to subsidies, elimination of many of the farm 

subsidies, having the farm units assume a greater share of their tax lia- 

bility; a matter of having, of course, a slight increase in the cost of living. 

So that in essence we have a public revenue which is supposed to pay for 

publ ic  s p e n d i n g - - n o  hidden s u b s i d i e s .  

u sed  as  a channe l  for  the outpour ing,  

The Bank of F r a n c e  i s  not to be 

i f  you will ,  of funds r e g a r d l e s s  of 

the s t ab i l i t y ,  or  c o n s i d e r a t i o n  for  the s t ab i l i t y ,  of the g e n e r a l  p r i c e  l eve l .  

No tax p r i v i l e g e s  and e s p e c i a l l y  e v a s i o n s ,  and e s p e c i a l l y  in the 

a g r i c u l t u r a l  f ie ld .  And a s i m p l i f i c a t i o n  of the tax s y s t e m  and g r e a t e r  

e q u a l i z a t i o n  in p r i n c i p l e .  

Al l  of t hese  have p roduced  r a t h e r  s t r i k i n g  r e s u l t s  in th is  per iod ,  

a l though,  as  I men t ioned ,  the danger  s t i l l  e x i s t s .  

The p r i c e  r i s e  has  s lowed c o n s i d e r a b l y ,  as  you wi l l  see  s h o r t l y .  
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The c o n s u m e r  p r i c e s  in the p e r i o d  of '59 have i n c r e a s e d  only  about 3 

p e r c e n t  ove r  t58.  T h e y  edged up by the end of '59 to about  6 p e r c e n t .  

The T r e a s u r y  tax pos i t ion  has  been  m a r k e d l y  improved ,  m a k i n g  
cap i t a l  

i t  u n n e c e s s a r y  to m a k e  r e c o u r s e  to l o n g - t e r m ] m a r k e t s  and s t r e n g t h e n i n g ,  

i f  you wil l ,  the c o u n t r y ' s  ba l ance  of p a y m e n t s .  

The F r e n c h  have been a l lowed  a l s o  to make  l a r g e  r e p a y m e n t s  on 

t h e i r  f o r e ign  debt, and have been  in the f o r e f r o n t  of l i b e r a l i z i n g  i m p o r t s  

and the l ike wi th in  the C. M. 

The t r ade  g a p - - a n d  i t  has  been  n o r m a l  in  t he se  y e a r s  for  an e x c e s s  

of i m p o r t s  ove r  e x p o r t s - - h a s  been n a r r o w e d ;  and by the s econd  q u a r t e r  

of '59 a c t u a l l y  an e x c e s s  of e x p o r t s  ove r  i m p o r t s .  

In addi t ion  to that ,  a l a r g e  inf low of fo re ign  exchange  and a l so  fo re ign  

i n v e s t m e n t  into the F r e n c h  economy.  

It m igh t  be noted  that  in D e c e m b e r ,  1959, for  the f i r s t  t ime  in 30 

y e a r s ,  the F r e n c h  ins t i tu t ion ,  the C r e d i t  F r a n c a i s e ,  a s e m i - p u b l i c  i n s t i -  

tut ion,  m a n a g e d  to f loat  a 5 0 - m i l l i o n  do l l a r  bond in the New York  m o n e y  

m a r k e t ,  which  i s  an ind ica t ion ,  i f  you wil l ,  of the g rowing  conf idence  in  

the ab i l i t y  of the F r e n c h  to e l i m i n a t e  this  m e s s  and to s e t t l e  t h e i r  house 

in o r d e r .  

Now, qu ick ly  le t  us take a look at  s o m e  of the i nd i ce s  in the i n d u s t r i a l  

f ie ld .  (Cha r t  2) You have had an i n c r e a s e ,  n a t u r a l l y ,  a long  wi th  the 

i n c r e a s e  in the g r o s s  na t i ona l  p roduc t ,  tks I ind ica ted ,  the i n d u s t r i a l  output, 

the blue l ine h e r e  f rom '53  on, had i n c r e a s e d  r i g h t  up t i l l  '58. Then,  

a long  with  o the r  c o u n t r i e s ,  you had, of c o u r s e ,  in '58 a r e l a p s e ;  and then 
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the  c o n t i n u a t i o n  in to  1959 and  r i g h t  up to the  p r e s e n t  t i m e .  So t h e r e  was  

a de f in i t e  r e b i r t h  of i n d u s t r i a l  a c t i v i t y  in '59, and  t h e  c o n t i n u a t i o n  of tha t  

in to  th i s  y e a r  wi th  the  g r o w i n g  s t a b i l i z a t i o n  tha t  one f inds  in  F r a n c e .  

The  1959 f i g u r e ,  for  e x a m p l e ,  the  i n d e x  b a s e d  on 100 of '52,  at  

168. In S e p t e m b e r  of '58 i t  was  only  a t  150. And  i t  s h o w s  in the i n c r e a s e s  

in  s t e e l  p r o d u c t i o n ,  in the  m a c h i n e  tool  i n d u s t r y ,  for  e x a m p l e ,  not  e v e n  

b e i n g  ab l e  to m a i n t a i n  o r  cope  wi th  the  i n c r e a s i n g  o r d e r s .  

In a d d i t i o n  to th i s ,  I ' d  l ike  to go on in to  the a r e a  of  a g r i c u l t u r e .  

Now, th i s  i s  an  a r e a  w h e r e  the  F r e n c h  g o v e r n m e n t  wi l l  have  a g r e a t  d e a l  

of t r o u b l e .  I t ' s  b e e n  e v i d e n t  in the  p a s t  m o n t h  o r  so .  In th i s  a r e a ,  as  I 

m e n t i o n e d ,  the F r e n c h  a g r i c u l t u r e  had  been ,  j u s t  as  in our  c a s e ,  

s u c c o r e d  by the  g o v e r n m e n t ,  the tax i m p o s i t i o n  has  not  b e e n  too g r e a t  

o v e r  t h e s e  y e a r s ;  and,  in a d d i t i o n  to that ,  a g u a r a n t e e  of f a r m  p r i c e s .  

Now, the m a i n  d i f f i cu l t y  h e r e  i s ,  of c o u r s e ,  tha t  the  F r e n c h  f a r m e r s  

have  b e e n  a c c u s t o m e d  to th i s  and  took f o r w a r d  to the  c o n t i n u a t i o n  of g u a r -  

a n t e e d  p r i c e s ,  and  wou ld  l ike  to con t inue  the  i n d e x i n g  s y s t e m .  Th i s  has  

b e e n  e l i m i n a t e d  by the F r e n c h  g o v e r n m e n t  and  as  a r e s u l t  of the  u p r o a r ,  

s o m e  of the p r o t e s t s ,  m a s s  p r o t e s t s ,  in  n o r t h e r n  F r a n c e  and  to s o m e  

e x t e n t  in  s o u t h e r n  F r a n c e ,  the  g o v e r n m e n t  a p p a r e n t l y  fo r  the  r e c o n v e n i n g  

of P a r l i a m e n t  nex t  m o n t h  i s  e n t e r t a i n i n g  s o m e  d e g r e e  of  p r i c e  s u p p o r t  

of F r e n c h  a g r i c u l t u r a l  p r o d u c t s ;  but  is  u n w i l l i n g  to go as  f a r  a s  the F r e n c h  

G e n e r a l  F e d e r a t i o n  of F a r m e r s  would  l ike  it  to go.  

It w i l l  s u b m i t  a l o n g - t e r m  p r o g r a m  to m e e t  th is  p r o b l e m ,  w h i c h  

wi l l  i n v o lve  t e c h n i c a l  t r a i n i n g ,  f i n a n c i a l  help ,  i m p r o v i n g  the  f a r m s ,  and,  
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as  I i n d i c a t e d ,  s o m e  d e g r e e  of p r i c e  s u p p o r t .  

L a s t  y e a r  t h e r e  was  a d r y  s e a s o n ,  w h i c h  a f f e c t e d  the ou tput  of a g r i -  

c u l t u r a l  p r o d u c t s ,  and  as  a c o n s e q u e n c e  it  s h o w e d  i t s e l f  in  an i n c r e a s e  in  

p r i c e s .  But  the  who le  a t t e m p t  on the  p a r t  of  the g o v e r n m e n t  wi l l  be ,  of  

c o u r s e ,  to k e e p  t h e s e  p r i c e s  as  low as  p o s s i b l e .  

L o o k i n g  in to  the a r e a  of f o r e i g n  t r a d e ,  and  f i r s t  the m a t t e r  of e x p o r t s .  

( C h a r t  3). H e r e  one f i n d s - - i t ' s  no t  s h o w n  h e r e  fo r  ' 5 9 - - b u t  one can s e e  

the  s t e a d y  g r o w t h  o v e r  th is  p e r i o d  un t i l  the '58 p e r i o d  of F r e n c h  e x p o r t s .  

H o w e v e r ,  in  r e l a t i o n  to i m p o r t s  an u n f a v o r a b l e  b a l a n c e  of t r a d e  b e i n g  

s h o w n .  It i s  in th i s  p e r i o d  h e r e  tha t  e x p o r t s  have  b e e n  on the i n c r e a s e  

a n d  in to  th i s  y e a r ,  so  tha t  a f a v o r a b l e  b a l a n c e  of t r a d e  has  e m a n a t e d .  

L o o k i n g  at  the a r e a  of F r e n c h  i m p o r t s  ( C h a r t  4) d u r i n g  th i s  p e r i o d ,  

we can  s e e  a r a t h e r  e r r a t i c  d e v e l o p m e n t  t h r o u g h o u t  the  p e r i o d ,  and  c e r t -  

a in ly  in  '58 a v e r y  s h a r p  i n c r e a s e .  

Now, th i s ,  of c o u r s e ,  h e l p s  in  c o n n e c t i o n  wi th  c o n s u m e r  goods  p r i c e s  

h a v i n g  t h e s e  i m p o r t s  c o m e  to F r a n c e  and  as  a c o n s e q u e n c e  d e p r e s s  the  

p r i c e s - - a n d  o r d i n a r i l y  t h e y  wou ld  b e - - o r  the  e x p o r t  v o l u m e .  Oh, I ' m  

s o r r y .  Le t  m e  r e c o n s t r u c t  tha t  (put t ing  on a d i f f e r e n t  s l i d e ) .  In th i s  

a r e a  h e r e ,  158, we have  i t  s h o w n  as  e q u a l l y  e r r a t i c .  Now, of c o u r s e ,  

in c o m p a r i s o n  wi th  the  o the r ,  you have  y o u r  i n c r e a s e ,  i f  ;you wi l l ,  at  the  

en d  of '58,  and  i t  c o n t i n u e s  in to  '59.  

Now, the  a t t e m p t  on the p a r t  of the  F r e n c h  g o v e r n m e n t  w i l l  be,  i t  

s e e m s ,  to c o n t i n u e  to e m p h a s i z e  the  i n c r e a s e ,  i f  you wi l l ,  of  i t s  f a v o r a b l e  

b a l a n c e  of t r a d e ;  to s t i m u l a t e  i n v e s t m e n t s  in to  F r a n c e ;  and  to have  a 
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considerable inflow of foreign exchange. And I think it is significant that 

last year again you had a conversion, if you will, as I indicated before, a 

conversion of circumstance with regard to the international reserve holdings 

of the Bank of France--now on the black side rather than being in the red. 

Now, just quickly a few other areas. In the transport sphere, as you 

know, the auto production has increased immensely over the one million 

mark, and has entered into the export field. Exports to the United States 

in '59 over '58 increased by 44 percent. The French now have become 

the third ranking automobile exporter in the world, after West Germany 

and Britain. 
Air 

You have/France modernizing and acquiring last year the 707 inter- 

continental jet, and using it for service between Paris and New York. 

but 
In the railroad field, a modernization toward electrification/still 

definitely a long way to go. 

In the shipping field, however, the facts are not entirely bright, as 

a result, if you will, --and this is an old story of the boom and bust, and 

this is the third time, in '59, where last November about 35 freighters 

have had to be placed on a standby basis. The French government looks 

to the future period of actually transferring or having a redirection of about 

12, 000 shipy;ard workers, out of a total of 40, 000, into other fields. 

In the case of tourism, the year 1959 turned out to be the best year, 

as a matter of fact, since the war--in terms of visitors and in terms of money 

received. The situation for this year will look even brighter, and every 

effort is made to build up this invisible export item. 
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Now, i t ' s  in  the d i s t r i b u t i o n  f i e l d  t ha t  t h e r e  i s  b r o u g h t  up a s t r u c t u r a l  

p r o b l e m  tha t  the F r e n c h  e c o n o m y  m u s t  cope wi th .  I t ' s  a s i t u a t i o n ,  I 

th ink ,  t ha t  one d o e s n ' t  e x a g g e r a t e  when  he s a y s  t ha t  h e r e ,  w i th  the m o d e r n -  

i z a t i o n  w i th in  i n d u s t r y ,  the i n t e n t i o n  to m e e t  the p r o b l e m s  of r a p i d  e c o n o m i c  

g r o w t h ,  the  F r e n c h  s t i l l  have  a d i s t r i b u t i o n  s y s t e m  tha t  c l i n g s  c l o s e l y  to 

the n i n e t e e n t h  c e n t u r y  p a t t e r n .  

The  s i t u a t i o n  h e r e  b e i n g  one of undue  c e n t r a l i z a t i o n  in  the m a r k e t  

i n  P a r i s  and,  a s  a m a t t e r  of fac t ,  in  s o m e  i n s t a n c e s  you w i l l  f ind t ha t  

p r o d u c e  f r o m  c o r n e r s  of the  c o u n t r y  b e i n g  p r o c e s s e d  t h r o u g h  P a r i s  w i l l  

wind  up for  c o n s u m p t i o n  v e r y  c l o s e  to the  po in t  of o r i g i n .  And the a t t e m p t  

h e r e  wi l l  be to r e g i o n a l i z e  the  c e n t e r s  and  to p r o d u c e  a g r e a t e r  a m o u n t  

of d i s t r i b u t i v e  e f f i c i e n c y .  

, p o l i c y  , 
Now, the a t t i t u d e  on the p a r t  of  the ~ r e n c n  • " m a k e r s ,  I th ink ,  i s  

in  l ine  w i th  one of i t s  b a s i c  a i m s - - t o  r e h a b i l i t a t e ,  to a c t u a l l y  r e v i v i f y ,  

the t e s t  of the  m a r k e t ,  r a t h e r  t han  h a v i n g  t h e s e  a r b i t r a r y  d e c i s i o n s  b e i n g  

bu i l t  up in  t h i s  i n f l a t i o n a r y  c o n t e x t  t h a t  h a s  p r e v a i l e d .  So m u c h  so  tha t  

the  i n t e n t i o n  of the  g o v e r n m e n t  i s  r e a l l y  to s u b j e c t  the  i n c o m e  r e c e i p t s  

and,  i f  you wi l l ,  the g e n e r a l  e c o n o m i c  a c t i v i t y  to the t e s t  of the  m a r k e t ;  

so  t ha t  t h e r e  w o u l d n ' t  be the a n o m a l o u s  s i t u a t i o n s ,  l e t  u s  s ay ,  in  P a r i s ,  

in  w h i c h  t h i s  o c c u r r e d  in  '58,  w h e r e  the i n c o m e  on the p a r t  of F r e n c h  

b a r b e r s ,  who h a p p e n e d  to be in  s u r f e i t ,  i n c r e a s e d  two t i m e s  m o r e  than  

the i n c r e a s e  in  the  g e n e r a l  p r i c e  l eve l ,  d e s p i t e  the f ac t  t ha t  in  P a r i s  you 

have  a s u r p l u s  of b a r b e r s ,  w h e r e a s  when  you  look  a t  t e a c h e r s ,  you  have  a 

s h o r t a g e  of t e a c h e r s ,  a n d  yet  t h e i r  p r i c e s  had  l a g g e d  b e h i n d .  
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T h i s  i s  ju s t  one  i n d i c a t i o n ,  in  a d d i t i o n  to n u m e r o u s  o t h e r s ,  of the  

d i s e q u i l i b r i a  tha t  have  b e e n  bu i l t  up in the  e c o n o m y  and  m u s t  be r e c t i f i e d  
the 

so  tha t  p r i c e  of l a b o r  w i l l  r e f l e c t ^ t r u e  l a b o r  c o s t s ,  

the s a m e  in the  a r e a  of  d i s t r i b u t i o n .  

T h o s e  who, 

of r e t a i l  ou t l e t s ,  

cou ld  ge t  at  the  

l a b o r  e f f i c i e n c y ,  and  

l ike  L e C l e r c ,  for  e x a m p l e ,  a r e  go ing  to s e t  up a s e r i e s  

s e l l i n g  a p p r o x i m a t e l y  20 o r  25 p e r c e n t  l o w e r  than  what  one 

n u m e r o u s  g r o c e r i e s  tha t  you have  in  one b lock ,  w i l l  p r o -  

duce  tha t  k ind  of p r i c e  c o m p e t i t i o n  tha t  the g o v e r n m e n t  is  s e e k i n g  in  o r d e r  

to r e c t i f y  t h e s e  d i s e q u i l i b r i a .  

If we m a y  c o n t i n u e  in to  the  a r e a h e r e  of  w a g e s  and  p u r c h a s i n g  p o w e r  

( C h a r t  5). W h o l e s a l e  p r i c e s ,  you wi l l  s e e ,  w h i c h  s h o w e d  f r o m  '55 on a 

s t e a d y  i n c r e a s e  r i g h t  up in to  '58,  and  then  a s l i g h t  l o w e r i n g  t h e r e  and  

an  i n c r e a s e  aga in ;  and,  as  I i n d i c a t e d ,  a m o d e r a t e  i n c r e a s e  d u r i n g  '59.  

In the  c a s e  of c o n s u m e r  p r i c e s ,  one f inds  h e r e  l i k e w i s e  the F r e n c h ,  

the b lue  l ine ,  a v e r y  s t e a d y  i n c r e a s e  '57, '58,  and  aga in  in to  '59,  but  on a 

m o r e  m o d e r a t e  s l o p e  in  the '59 p e r i o d .  

Now, in  s u m m a r i z i n g  th i s ,  t h e r e  a r e ,  of  c o u r s e ,  o t h e r  a s p e c t s - -  

the  A l g e r i a n  s i t u a t i o n  and  the  l i ke .  But  i f  I have  c o n v e y e d  th i s  p a t t e r n ,  

I th ink,  in th i s  c a s e  we c a n ' t  but  be i m p r e s s e d  by the  who le  a t t e m p t  on the  

p a r t  of  the  D e G a u l l e  g o v e r n m e n t  to s t a b i l i z e  the  p r i c e  l e v e l  as  m u c h  as  

p o s s i b l e ,  e v e n  i f  i t  m e a n s  at  s o m e  c o s t  of  i n d u s t r i a l  s l o w - d o w n ,  to e l i m -  

i na t e  a l l  of  the m a k e s h i f t s  tha t  have  b e e n  bu i l t  up in the c o u r s e  of  th i s  s o -  

c a l l e d  p e r i o d  of r e c o n s t r u c t i o n ,  t h e s e  d i s e q u i l i b r i a ;  and  i t  has  t aken  i t s  

c o u r s e  in  tha t  a r e a  by e l i m i n a t i n g  the  i n d e x  o b l i g a t i o n  s y s t e m  for  the  
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l a r g e s t  ex ten t ,  and  by i n f u s i n g  the  m a r k e t  t e s t  in  m a n y  a r e a s .  

But  what  a r e  the  s e r i o u s  p r o b l e m s  tha t  l ie  a h e a d ?  Wel l ,  f i r s t ,  

of c o u r s e ,  the  m a t t e r  of  b e i n g  ab le  to c u r t a i l  f u r t h e r  p r e s s u r e  upon p r i c e s .  

It s u c c e e d e d  in  a m o d e r a t e  i n c r e a s e  in p r i c e s  d u r i n g  1959. The  q u e s t i o n  

i s  w h e t h e r  i t  w i l l  be ab le  to do so  th i s  y e a r .  

T h a t  b r i n g s  us  to the s e c o n d  po in t  and  tha t  i s  the  r e s t r a i n t  shown  

by l abor ,  by i n d u s t r y  in  i t s  p r i c e  p o l i c y  m a k i n g ,  and  a l s o  in  a g r i c u l t u r e .  

W h e t h e r  tha t  r e s t r a i n t  on the p a r t  of t h e s e  g r o u p s  wi l l  be  p e r p e t u a t e d  

in to  the  fu tu r e .  T h e r e  a r e  m a n y  tha t  have  de f in i t e  doubts  as  to w h e t h e r  

tha t  can  be o b t a i n e d .  

A t h i r d  wou ld  be,  of c o u r s e ,  the r e l a t i o n s h i p  of  i m p o r t s  to e x p o r t s .  

Wi l l  th i s  f a v o r a b l e  r e l a t i o n s h i p  con t inue :  , e s p e c i a l l y  i f  you have  an e x p a n -  

s ion  in the e c o n o m i c  a c t i v i t y  w i th in  the c o u n t r y ?  And  in  t h i s  c a s e  t h e r e  

i s  the  p o s s i b i l i t y  tha t  i m p o r t s  w i l l  be i n c r e a s e d  due to d o m e s t i c  d e m a n d s  

w h i c h  in t u rn  a r e  bu i l t  up on the b a s i s  of f u r t h e r  e x p a n s i o n  in the e c o n o m i c  

a c t i v i t y  of the c o u n t r y .  

In the n e x t  few y e a r s ,  a s  a f o u r t h  point ,  t ak ing  the  b a l a n c e  of p a y m e n t s ,  

w i l l  the F r e n c h  b a l a n c e  of p a y m e n t s  c o n t i n u e  to be f a v o r a b l e ,  w h e n  we s e e  

tha t  i t  i s  c o n f r o n t e d  by the b u r d e n  of h e a v y  s h o r t - t e r m  deb t  r e p a y m e n t s ,  

in add i t ion ,  i f  you wi l l ,  to a s e r v i c i n g  of about  2 b i l l i o n  d o l l a r s  in l o n g -  

t e r m  o b l i g a t i o n s !  ~ 

F i f th ly ,  the F r e n c h ,  l ike  o t h e r  c o u n t r i e s ,  have  t h e i r  p r o b l e m s  of 

g rowth ,  j u s t  as  o u r s .  Wi l l  they  be able  to m a i n t a i n  th i s  b a l a n c e d  e c o n -  

o m i c  g r o w t h ,  or  wi l l  p o l i t i c a l  p r e s s u r e s ,  
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cu l tu re ,  and a l so  pos s ib ly  labor ,  be able to t hwar t  the g o v e r n m e n t a l  

in ten t ion  to r e c t i f y  these  d i s e q u i l i b r i a  ? 

Will  t he re  cont inue to be the d i s h o a r d i n g  on the p a r t  of the l~rench?  

That  depends on the ab i l i t y  of the g o v e r n m e n t  to m a i n t a i n  the s t r ong  new f r anc .  

The s t r u c t u r a l  p r o b l e m  I have m e n t i o n e d  in connec t ion  with the 

d i s t r i bu t i on  s y s t e m .  

So that,  in conc lus ion ,  gen t l emen ,  as one looks at the F r e n c h  econ-  

omy, I for  one feel  that  the a t t emp t  he r e  on the pa r t  of the DeGaul le  g o v e r n -  

m e n t  has been  to s t r i k e  at the roo t s  of the p r o b l e m - - t h i s  m a t t e r  of the 

bu i ld -up  of these  d i s e q u i l i b r i a  at  the s a m e  t ime  that  F r e n c h  indus t ry ,  due 

to he igh tened  p roduc t iv i ty  in the pas t  y e a r ,  or  two or  t h r ee  y e a r s ,  I should  

sayy has i n c r e a s e d  by 7 pe rcen t ;  p r e v i o u s l y  by 3. 

Now, the m e a s u r e s  that  have been taken should  r educe  the bu rdens  

that  have been i m p o s e d  upon F r e n c h  i n d u s t r y  and c e r t a i n l y  c u r t a i l  the 

i n c r e a s e  in p e r - u n i t  cost ,  wl~.ch wi l l  enable  F r e n c h  i n d u s t r y  to en te r ,  as it  

has been doing in the pas t  yea r ,  but into the future ,  into the f o r e i g n m a r k e t s .  

So that  F r e n c h  p r i c e s  m a y  have contact ,  i f  you will ,  with the wor ld  m a r k e t s .  

I n t e rna l l y ,  it  wi l l  m e a n  a l so  a d e c i m a t i o n  of the b u r e a u c r a c y  that  

has been bui l t  up within g o v e r n m e n t .  And when one s tops  to c o n s i d e r  that  

a c t u a l l y  g o v e r n m e n t  con t r i bu t e s  to about  o n e - f o u r t h  of the e c o n o m y  in the 

way of e m p l o y m e n t  and th rough  i ts  na t i ona l i z ed  i n d u s t r i e s .  The in ten t ion  

has been e x p r e s s e d  to dena t iona l i ze  to some  extent .  To what extent  the 

g o v e r n m e n t  wil l  be able  to do that  wi l l  depend l a r g e l y  on c i r c u m s t a n c e s ,  and, 

of cou r se ,  the m e a s u r e s  to be taken wil l  be expedient .  
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So that ,  looking to the future ,  if  they  a r e  able  to s u b j e c t  the e c o n o m y  

to the m a r k e t  tes t ,  I th ink  we wi l l  have f u r t h e r  g rowth  in the s t a b i l i t y  

of the F r e n c h  f r anc ,  i t s  e x t e r n a l  value ,  and an i n c r e a s i n g s o l i d i t y  with 

r e g a r d  to i t s  e conomic  b a s e .  As a r e s u l t ,  i t  wil l ,  as  i t  has  been showing  

for  the pas t  y e a r ,  b e c o m e  one of the f o r e r u n n e r s  wi th  r e g a r d  to f u r t h e r  

l i b e r a l i z a t i o n  wi thin  the Common  Marke t ,  and a l so  in r e l a t i o n  of the 

C o m m o n  M a r k e t  to e x t e r n a l  space .  

I hope that  at  l e a s t  s o m e  p a t t e r n  has  been  g iven .  I have t r i e d  to 

i n c o r p o r a t e  a l l  of the face t s  as  m u c h  as  p o s s i b l e .  I thank you.  

COL.  HAWKINS: Gen t l emen ,  the P r o f e s s o r  i s  r e a d y  for  your  q u e s t i o n s .  

QUESTION: Sir ,  could you t e l l  us to what  ex ten t  th i s  r e s u r g e n c e  of 

the e c o n o m y  in F r a n c e  i s  r e l a t e d  to the C o m m o n  M a r k e t  i n t e g r a t i o n  s c h e m e  ? 

P R O F .  DOBRIANSKY: Well ,  to some  extent ,  of c o u r s e ,  the Com m on  

M a r k e t  c o n t r i b u t e s  to th i s  r e s u r g e n c e .  But  t h e r e ' s  an i n t e r p l a y  h e r e - -  

the F r e n c h  con t r ibu t ion  to the g rowth  of the Common  Marke t ,  which  I 

th ink I s a i d  has  been v e r y  s i g n i f i c a n t  in  t e r m s  of l i b e r a l i z i n g  and e l i m i n a t -  

ing the i m p o r t  dut ies  be tween  m e m b e r s  of the M a r k e t .  And in addi t ion,  

the F r e n c h ,  in c o n t r a s t  to  o the r s ,  a t t e m p t i n g  to l i b e r a l i z e  t h e i r  con tac t s  

wi th  the e x t e r n a l .  

So tha t  one f inds tha t  the i m p o r t s  and e x p o r t s - - I  have the f i g u r e s  

h e r e - - o f  F r a n c e  a r e  to a v e r y  s i g n i f i c a n t  e x t e n t  wi th in  the Common  M a r k e t .  

So that  the C o m m o n  M a r k e t  r e a l l y  does con t r ibu te  to th i s .  But  ac tua l ly ,  

as  you know, i t ' s  long o v e r d u e - - t h i s  economic  i n t e g r a t i o n  wi th in  W e s t e r n  

E u r o p e .  I t ' s  what  you migh t  ca l l  the deve lopmen t  of a r e g i o n a l  economy,  
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s u c h  as  o u r s ,  f u n d a m e n t a l l y .  Desp i te  the fac t  t ha t  our  e c o n o m y  is  w i th in  
a 

the  na t ion ,  i t  has  a r e g i o n a l  c h a r a c t e r .  I t ' s / w e l l - b a l a n c e d  a g r i c u l t u r a l  

b a s e ,  i n d u s t r i a l  ba se ,  and  the  l i ke .  And  w h e n  tha t  c o m e s  to f ru i t i on ,  i t  

w i l l  only  c o n t r i b u t e  f u r t h e r  to the F r e n c h  e c o n o m y .  

I m i g h t  f i n i s h  by s a y i n g  tha t  I t h ink  tha t  is  one of the great~ th ings  

tha t  m i g h t  s e l f - f e e d ;  n a m e l y ,  the  c o n t i n u a n c e  of th is  r e s u r g e n c e  not  on ly  

of F r a n c e ,  but w i t h i n  the o t h e r  s i x  n a t i o n s  in  the C o m m o n  M a r k e t .  And  
w h e n  one c o m p a r e s  

'. - . . . .  ~ . ~ .  s t a t i s t i c a l l y  th i s  e n t i r e  a r e a  wi th  ou r  C o m m u n i s t  oppon -  

en t s ,  i t ' s  a v e r y  i m p r e s s i v e  c o m p a r i s o n .  

Add  to tha t  our  own e c o n o m y  and  r e a l l y  you have  the c o m p a r i s o n  of 

a g i an t  w i th  a p y g m y .  I for  one  have  a l w a y s  c o n t e n d e d  tha t  th is  m a n n e r  

of  c o m p a r i n g  the  A m e r i c a n  e c o n o m y  wi th  the  Sov ie t  e c o n o m y  is  l ike  co m -  

p a r i n g ,  i f  you wil l ,  a c h i m p a n z e e  wi th  an  ee l ,  in that  they  a r e  i n c o m p a r a b l e .  

One i s  an  e m p i r e  e c o n o m y  and  the o t h e r  i s  a n a t i o n a l  r e g i o n a l  e c o n o m y .  

The  b e t t e r  c o m p a r i s o n  would  be to take  the e n t i r e  C o m m u n i s t  e m p i r e  and  

s i m p l y  r e s t r i c t  y o u r s e l f  to the  f r e e  w o r l d  a l l i a n c e s ;  and  I wou ld  e v e n  say ,  

t ake  the  p r e s e n t  output  of the who le  of  W e s t e r n  E u r o p e  and  the U n i t e d  S t a t e s  

and  you wi l l  s e e  i t  f a r  o v e r s h a d o w s  the  C o m m u n i s t  a r e a .  F r a n c e  w i l l  be 

m a k i n g  i~s c o n t r i b u t i o n  to i t .  

QU]~STION: Sir ,  you s a i d  the  F r e n c h  a r e  hav ing  to cut  back  on s o m e  

of t h e i r  s o c i a l  s e r v i c e s ,  u n d e r  DeGai~lle. Wi l l  you p l e a s e  c o m p a r e  the 

s o c i a l  s e r v i c e s  tha t  the F r e n c h  have  wi th  the  s o c i a l  s e r v i c e s  tha t  we have~ 

and  p r o j e c t i n g  ou r  n e w  s o c i a l  s e c u r i t y  b u s i n e s s  now to p r o v i d i n g  h e s p i t a l -  

i z a t i o n  for  the a g e d ?  In o t h e r  w o r d s ,  a r e  we g e t t i n g  as  m u c h  c o m p a r e d  
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to t h e m  ? 
P R O F .  DOBRIANSKY:  

I w o u l d ' t  s a y  t ha t .  A c t u a l l y ,  

I ' ~ u s t  t r y i n g  to r e c a l l  the f i g u r e s  on t h a t ,  

of c o u r s e ,  i t  a l l  d e p e n d s .  If you a r e  one tha t  

f e e l s  tha t  w e l f a r e  s h o u l d  on ly  be i n s t i t u t e d  t h r o u g h  g o v e r n m e n t a l  m e a n s ,  

and  s e t  up y o u r  s h o p p i n g  l i s t s  of n e c e s s a r i e s  and  h e a l t h  and  m e d i c i n e  and  

the l ike ,  the  l i k e l i h o o d  i s  you  m i g h t  s a y :  " W e l l ,  i t ' s  i n s u f f i c i e n t "  a n d  tha t  

we s h o u l d  have  e x p a n s i o n  of i t .  But  I would  s ay ,  in  d r a w i n g  the  c o m p a r i s o n  

h e r e ,  tha t  t h e y  t e n d  to have  m o r e  r e l a t i v e l y  s p e a k i n g  in  the  c o u r s e  of t h i s  

p e r i o d  than  we,  and  tha t  t h e r e ' s  g r e a t e r  d e p e n d e n c e ,  and  h a s  been ,  upon 

the v o l u n t a r y  i n s u r a n c e  s y s t e m s  a n d  v o l u n t a r y  c h a n n e l s .  

QUESTION:  G e t t i n g  b a c k  to t h i s  C o m m o n  M a r k e t ,  the  C o m m u n i s t s  

have  h i n t e d  t ha t  i n s t e a d  of h e l p i n g  the  a n t i - C o m m u n i s t  a l l i a n c e ,  the C o m m o n  

M a r k e t  i s  do ing  i t  h a r m ,  in  t h a t  i t  i s  b r e a k i n g  t h e m  down in to  two p a r t s ;  

and  a s  a c o n s e q u e n c e  our  s t r e n g t h  in  W e s t e r n  E u r o p e  i s  w e a k e n e d  r a t h e r  

than  s t r e n g t h e n e d .  Would  you  c a r e  to c o m m e n t  on t h a t ?  

P R O F .  DOBRIANSKY:  The  on ly  c o m m e n t  I cou ld  m a k e  on i t  i s  t ha t  

I hope t ha t  1VLr. D i l l o n  w i l l  con t inue  in  h i s  good e f f o r t s  w i thou t  s h o w i n g  d i s -  

c r i m i n a t i o n  to one o r  the o t h e r ,  and  a t t e m p t  e v e n t u a l l y  to m i n i m i z e  the 

p r e s e n t  p o s s i b l e  f r i c t i o n  b e t w e e n  the O u t e r  Seven  and the n a t i o n s  w i th in  

the C o m m o n  M a r k e t .  I m e a n ,  t h a t ' s  a t h i n g  t ha t  would  have  to be w o r k e d  

out  by  e a r  p r e t t y  l a r g e l y ,  but  I a m  hope fu l  t ha t  i t  w i l l  c o m e  abou t .  

Q U E S T I O N :  G e t t i n g  b a c k  to a f o r m e r  q u e s t i o n ,  t h e r e  a r e  a lot  of 

p e o p l e  in  t h i s  c o u n t r y  who have  a d e s p e r a t e  f e a r  tha t  we a r e  m a r c h i n g  too 

r a p i d l y  a l o n g  the  s o c i a l i s t i c  r o a d  a n d  t ha t  e v e n t u a l l y  we w i l l  wind  up w i th  

s o m e t h i n g  c o m p a r a b l e  to wha t  the  C o m m u n i s t s  have ,  a n d  t ha t  in  the p r o c e s s  
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of f i g h t i n g  t h e m  we inv i t e  i h e m  in the  back  d o o r .  We have  s e e n  in E n g l a n d  

a r e v e r s a l  of s o m e  of t h e i r  s o c i a l i s t i c  e n d e a v o r s ,  and  now you po in t  out  

tha t  F r a n c e  i s  do ing  l i k e w i s e .  D o e s  th is  i n d i c a t e  that  t h e r e  i s  a b u i l t - i n  

b r a k e ,  so  to speak ,  o r  l i m i t a t i o n  to the d e g r e e  of s o c i a l i z a t i o n  w h i c h  you 

can  i m p o s e  upon a c a p i t a l i s t i c  s y s t e m 7  

P R O F .  DOBRIANSKY: Well ,  s i r ,  t h a t ' s  a r a t h e r  c o m p l i c a t e d  q u e s t i o n ,  

b e c a u s e  i t  p r e s u p p o s e s  a n u m b e r  of  t h ings ,  and one thing,  of c o u r s e ,  i s  

y o u r  d e f i n i t i o n  of s o c i a l i s m .  I would  s ay  tha t  a sa fe  d e f i n i t i o n  of s o c i a l i s m  

wou ld  be an e c o n o m i c  s i t u a t i o n  in  w h i c h  you have  c e n t r a l i z e d  d i r e c t i o n  of 

p r o d u c t i o n  and  d i s t r i b u t i o n .  

Now, to tha t  ex ten t ,  i f  we, l e t  us  say ,  e x p a n d  our  w e l f a r e  s e r v i c e s  

by the  G o v e r n m e n t ,  a l t h o u g h  you m u s t  a l w a y s  r e c o g n i z e  that  t h e r e  i s  a t r e -  

m e n d o u s  a r e a  of w e l f a r e  in the p r i v a t e  f ie ld ,  and  we o f t e n t i m e s  f o r g e t  tha t .  

As  a m a t t e r  of fact ,  e s t i m a t e s  have  i t  tha t  the  w e l f a r e  e x p e n s e  t h r o u g h  the  

p r i v a t e  c h a n n e l s ,  t h r o u g h  c o r p o r a t i o n s ,  c o m p a n i e s ,  and  the  l ike ,  in  the  

w ay  of p e n s i o n s ,  r e t i r e m e n t  p l ans ,  m e d i c a l  c a r e ,  a n d  the l ike ,  a c t u a l l y  

e x c e e d s  tha t  of  a few b i l l i o n  t h r o u g h  our  D e p a r t m e n t  of  Hea l th ,  E d u c a t i o n ,  

and  W e l f a r e .  

Now, t h e r e  a r e  t h o s e ,  of c o u r s e ,  who c o n t e n d  tha t  we s h o u l d  con t inue  

to e x p a n d  our  publ~ic w e l f a r e  and  s t r i k e  a t  wha t  you m i g h t  c a l l  the  lowly 

e s t a t e .  I d o n ' t  th ink  that  as  ou r  e c o n o m y  i n c r e a s e s  and  e x p a n d s ,  and th i s  

type  of e x p e n d i t u r e  e x p a n d s ,  you wi l l  have  any  d a n g e r  of  s o c i a l i z a t i o n .  T h a t ' s  

a m a t t e r  of d e g r e e .  

a r c h  c o n s e r v a t i v e .  

E v e n  Bob Fed ,  for  e x a m p l e ,  was  l o o k e d  upon as  an 

.Yet he h i m s e l f  r e c o g n i z e d  the  n e e d  for  F e d e r a l  e x p e n -  
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d i t u r e s  in  the South,  and  d i d n ' t  have  a n y  f e a r  t h a t  t h a t  would  put  us  on 

the r o a d  to s o c i a l i z a t i o n .  

I t h ink  t h e r e  s h o u l d  be a p r a g m a t i c  a p p r o a c h ,  a s  i n d e e d  i t  w i l l  be 

in  f ac t .  D o n ' t  ge t  the  i d e a  t h a t  d e s p i t e  the  i n t e n t i o n  to r e s , u r r e c t ,  to 

r e h a b i l i t a t e ,  to r e v i t a l i z e  a f r e e  m a r k e t  e c o n o m y ,  t h e y  a r e  not  go ing  to 

m a i n t a i n  t h e i r  s o c i a l  s e c u r i t y  s e t u p  and  h e a v y  pub l ic  i n v e s t m e n t  in  m a n y  

a r e a s  a l o n g  t h o s e  l i n e s .  T h e y  w i l l  c o n t i n u e .  Bu t  the m a t t e r ,  a s  I s a id ,  

i s  one of p r a g m a t i s m ,  and  o u r  o r i e n t a t i o n  s h o u l d  be t h i s :  t ha t  i f  i t  c a n n o t  

be a d e q u a t e l y  done by  the p r i v a t e  s p h e r e ,  and  i t  i s  a l m o s t  i m p o s s i b l e  to, 

l e t  u s  s ay ,  do i t  t h r o u g h  s u c h  c h a n n e l s ,  then  r e c o u r s e  s h o u l d  be m a d e  

to the pub l i c .  In  tha t  w a y  I t h ink  we s h o u l d  n e v e r  have  any  f e a r .  

On the o t h e r  hand ,  i f  you  had,  as  in  the  c a s e  of F r a n c e ,  t h i s  p s y c h o l -  

o g i c a l  m a k e u p - - a n d  we do have  e x p r e s s i o n s  of i t .  You have  h e a r d  peop le  

s p e : a k  of the  p r o b l e m s  of p e a c e .  A l l  r i g h t .  I m m e d i a t e l y  s e t  up a p e a c e  

a g e n c y - - t h i s  p r e d i s p o s i t i o n  to s o l v e  p r o b l e m s  by  s i m p l y  s e t t i n g  up a 

b u r e a u c r a t i c  un i t  and  b e i n g  s u b j e c t e d  to wha t  we c a l l  P a r k i n s o n ' s  Law.  

So tha t  w i t h  tha t  d e f i n i t i o n  of s o c i a l i s m  tha t  I s u g g e s t e d - - a n d  I t h ink  

i t  cou ld  be f o r t i f i e d  a r g u m e n t a t i v e l y - - t h e r e  would  be no f e a r  of t ha t  in  

a n y t h i n g  t ha t  you  m i g h t  have  in  t h i s  c o u n t r y .  

QUESTION:  B a s e d  on the g r o s s  n a t i o n a l  p r o d u c t  p e r  c a p i t a  in  b~rance, 

how i s  the i n c o m e  s p r e a d ?  Have  t h e r e  b e e n  a n y  c h a n g e s ,  l ike  t h e r e  have  

b e e n  in  the  U n i t e d  S t a t e s ,  in  the  l a s t  30 y e a r s ,  w h e r e  we had  a g r o w i n g  

m i d d l e  c a t e g o r y ,  as  o p p o s e d  to m a y b e  30 y e a r s  ago,  w h e n  we had  a g r e a t  

n u m b e r  of the h i g h e r  l e v e l ?  
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P R O F .  DOBRIA_NSKY: Wel l ,  an  e q u a l i z a t i o n  p r o c e s s  s i m i l a r  to 

o u r s ,  e q u a l i z i n g  in the  s e n s e  of  no l i m i t  and  h e a v y  i m p o s i t i o n ,  i f  you  wi l l ,  

upon i n d u s t r i a l  a r e a s  and  i n v e s t m e n t  of  t h o s e  e a r n i n g s  in  the  i n d u s t r i a l  

a r e a s ,  b u s i n e s s m e n  and  the l ike  and  the  w e a l t h y - - y o u  cou ld  s e e  that ,  of 

c o u r s e ,  the e v i d e n c e  i m m e d i a t e l y  of th i s  who le  d e v e l o p m e n t  t o w a r d  the 

h o a r d i n g  tha t  has  c h a r a c t e r i z e d  th is  p e r i o d ,  and  the e x p o r t  of c a p i t a l  

has  b e e n  c o n s i d e r a b l e ,  the f l ight  of cap i t a l ,  in o r d e r  to avo id  th is  t axa t i on .  

But  i t  has  h u r t  the  l i t t l e  m a n .  In an i n f l a t i o n a r y  p e r i o d  the l i t t l e  m a n  

i s  h u r t  l i k e w i s e ,  d e s p i t e  the i n c r e a s e  in  the p u r c h a s i n g  p o w e r  of  the  F r e n c h  

w o r k e r .  His  p u r c h a s i n g  p o w e r  has  i n c r e a s e d ,  but,  a s  you say ,  has  not  

i n c r e a s e d  g l a r i n g l y .  

So tha t  the d e v e l o p m e n t  t h e r e  i s  v e r y  s i m i l a r  to what  we have  h e r e .  

In ou r  c o u n t r y ,  a s  you know,  t h e r e  a r e  m a n y - - a n d ,  I th ink ,  qui te  r i g h t l y - -  

who c o n t e n d  tha t  we m u s t  have  a r e v i s i o n  of our  tax s y s t e m ,  a t  l e a s t  of 

the s u r t a x e s ,  in o r d e r  to b u i l d u p  the f u r t h e r  i n c e n t i v e s  for  c a p i t a l  i n v e s t -  

m e n t .  The a t t i t ude  t h e r e , t h a t  i t ' s  t a k i n g  r i s k ,  i s  s i m i l a r  in  tha t  r e s p e c t .  

So tha t  t h e r e  wi l l  be c h a n g e s  in the tax s t r u c t u r e - - s o m e  of the 

c h a n g e s  w h i c h  have  b e e n  m a d e - - w h i c h  wi l l  c o n t r i b u t e ,  not  n e c e s s a r i l y  to 

a m a r k e d  d i s p r o p o r t i o n a t e  i n c o m e ,  but a n  a b i l i t y  to b u i l d  up s a v i n g s  for  

cap i t a l ,  and  c o n s e q u e n t l y  c o n t i n u e  to b u i l d  up the  t r e m e n d o u s  m i d d l e  c l a s s ,  

w h i c h  F r a n c e  has  now.  

QUESTION: K h r u s h c h e v  i s  r u n n i n g  a r o u n d  F r a n c e  m a k i n g  p r o n o u n c e -  

m e n t s  about  the p o s s i b i l i t y  of the m i l i t a r i s m  of G e r m a n y  c o m i n g  up a g a i n  

and  t h r e a t e n i n g  F r a n c e .  We had  s o m e o n e  on th i s  p l a t f o r m  who to ld  us 
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t h a t  t h e s e  two old  m e n  w e r e  a l l  tha t  m o r e  or  l e s s  h e l d  F r a n c e  and  G e r -  

m a n y  now as  f r i e n d s .  Is  t h e r e  any  l a t en t  a n i m o s i t y ,  do you think,  of 

s i g n i f i c a n c e  b e t w e e n  t h e s e  two c o u n t r i e s ?  And, i f  so,  wha t  e f f e c t  i s  

t ha t  go ing  to have  on the  fu tu re  e c o n o m i c  r e l a t i o n s  b e t w e e n  t h e m )  and  is  tha t  
g o o d ?  

P R O F .  DOBRIANSKY: Wel l ,  in  that  c a s e ,  of c o u r s e ,  wi th  r e g a r d  

to the F r e n c h  p o p u l a c e  and  a l l  that  i t  l o s t  in  the  two w a r s ,  t h e r e ' s  no 

q u e s t i o n  tha t  t h e r e  i s  tha t  e l e m e n t  of h a t r e d  and  p e r h a p s  f e a r .  But  i t  

i s n ' t  a t h ing  tha t  has  c o m e  out in the  open .  The  F r e n c h  a m o n g  t h e m s e l v e s ,  

as  you know, at  the t i m e  of the e s t a b l i s h m e n t  of  the  C o m m o n  M a r k e t ,  and  

at  the t i m e  of the e s t a b l i s h m e n t  of  NATO, have  d e b a t e d  th is  t h e m s e l v e s ,  

as  to, we l l ,  b r i n g  in W e s t e r n  G e r m a n y  in to  NATO.  I s n ' t  t h e r e  a f e a r  

of o r  a p r o s p e c t  of m i l i t a r y  r e s u r g e n c e  ? 

But,  f o r t u n a t e l y ,  tha t  has  b e e n  p r e t t y  m u c h  in the r e a r ,  as  you sa id ,  

l a ten t ;  and  the who le  i n c l i n a t i o n  in  the e c o n o m i c  s p h e r e  has  b e e n  t o w a r d  

c o o p e r a t i o n .  We have  that  a l s o  in the m i l i t a r y  s p h e r e ,  w h i c h  i s  good,  

and  in the  p o l i t i c a l .  

As  you i n d i c a t e d ,  n a t u r a l l y  K h r u s h c h e v  i s  a t t e m p t i n g  to s t i r  up 

or  a u g m e n t  th i s  l a t e n t  a n i m o s i t y ,  and  to sow h i s  s e e d s  of doubt  b e t w e e n  

t h e s e  two r e g i m e s .  But  I don ' t  s e e  any l i k e l i h o o d  of i t  a t  a l l .  As  a m a t -  

t e r  of fact ,  in  the  e c o n o m i c  s p h e r e  the  c o o p e r a t i o n  has  b e e n  u n c a n n y  

b e t w e e n  the  F r e n c h  and  the  G e r m a n s ;  and  the F r e n c h  a r e  l ook ing  f o r w a r d  

to a f u r t h e r  e x p a n s i o n  and  a h e a v y  in f low of G e r m a n  funds in to  F r a n c e .  

So the e c o n o m i c  s i n e w s  a r e  b e i n g  t i g h t e n e d ,  and  I t h ink  tha t  a u g u r s  

we l l .  M r .  K h r u s h c h e v  c e r t a i n l y  w i l l  not  c e a s e  in  t r y i n g  to d iv ide  the  two.  
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certainly 
But I don't agree with that opinion that you referred to. 

4 

QUESTION: Will you discuss the probable impact on the French 

economy of the oil discoveries in Africa? 

PROF. DOBRIANSKY:: Very favorable. Of course, in and of 

itself. I mean, it will not produce any marked growth; but the discovery 

of oil in Africa will save the French several hundreds of millions of dollars 

in terms of their oil consumption. 

Of course, all of this is light oil, and the French consumer by and 

large depends on heavy oil. But they will use it not only for domestic pur- 

poses, but largely for export. So that would be a contributory factor to 

its further growth. 

QUESTION: I read the morning paper rather hurriedly today, and 

if I read it correctly, presumably Mr. Dillon yesterday had some reserve 

concerning our active support of the Inner Six. In trying to seek the 

reason for this, I recall a speech that we had just recently here to the 

effect, talking about Commonwealth preferences, that this is really an 

excuse rather than the real reason for getting France and England together; 

that there was a real basic exclusion between the two of them--among 

other reasons, preferences for certain types of colonies of France. My 

question is, Do you see the Six and the Seven getting together in time as 

one entity? 

PROF. DOBRIANSKY: 

tion raised here. I do. But it will depend actually on the steps taken, the 

role that Dillon and our own government play in it. I don't think that it 

32 

That's almost a duplication in a sense of a ques- 

1 !: 



w o u l d  s e r v e  t h a t  p u r p o s e  to  d i s c r i m i n a t e  i n  f a v o r  o f  o n e  a s  a g a i n s t  a n o t h e r .  

B u t  i n  t h e  a r e a  o f  r e a l  p o s s i b i l i t y ,  i f  t h i s  i s  d o n e  w i t h  t h e  c o m m o n  u n d e r -  

s t a n d i n g  t h a t  a n y  s e r i o u s  s p l i t  a m o n g  t h e m  i s  g o i n g  t o  a f f e c t  a l l  o f  t h e m  

i n  t e r m s  o f  t h e  c o m m o n  t h r e a t ,  I t h i n k  t h a t  t h e s e  p r o b l e m s  w i l l  b e  w o r k e d  

OUt. 

COL. HAWKINS: Professor, I believe we've run out of questions. 

On behalf of the Commandant and the students, I thank you for coming down 

and being with us today and giving us a very learned discussion on the 

French economy. Thank you. 
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