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ANGLO=-ITLIAN SUMMIT, 26/27 JANUARY:

SUMMARY

1. CRAX| 1S MORE CONCERNED BY DOMESTIC POLITICAL PROBLEMS

THAN HE wAS BEFORE CHRISTMAS, BUT HIS GOVERNMENT 1S 1N

IMMINENT DANGER OF FALLING. |TALY'S ECONOMIC PROBLEMS ARE UNCHANGED.
IN FOREIGN POLICY ITALY'S LEBANESE COMM|THENT CAUSES MOST

AMXIETY, FCR EC MATTERS SEE MIFT: THEY ARE ALMOST THE OMLY

CLOUD IN ANGLO-ITALIAN RELATIONS.

DOMESTIC POLITICS

2. ALL THE COALITION PARTUES ARE NOW PREPAR ING FOR CONGRESSES
THIS SPRING. THE EUROPEAN ELECTIONS IN JUNE ARE ALSO BEGINMING
TO INFLUENCE THE POL|TICAL SCENE, AND THE LAY PARTIES HOPE TO MAKE
SLIGHT GAINS AT THE EXPENSE OF THE DC AND PCl. CRAX| HAS LITTLE
SUCCESS TO SHOW AT HOME, AND THIS PARTLY EXPLAINS HIS CONCENTRATION
ON FORE |GN ?OL!CY SINCE TAKING OFF ICE. INSTITUTIONAL REFORM, A PS|
RALLYING CRY BEFORE LAST YEAR'S ELECTIONS, LOOKS AS ELUSIVE
AS EVER: CRAX|'S ONLY INNOVATION SO FAR IS THE CREATIOM OFA
SMALL INNER CABINET. NOME ‘OF HIS GOVERNMENT'S MEASURES HAVE HAD
A SOCIALIST STAMP, CRAX!'S HOPES THAT A NEW CONCORDAT COULD SOON
BE SIGNED WITH THE VATICAN HAVE BEEN SET BACK 3Y CRITICISM FROM
OTHER LAY PARTIES, WHO INSIST ON O X

C A FULL PARL |AMENTARY
DEBATE BEFORE SIGNATURE, ORGAMISED CRIME IN THE SGUTH 1S
AS ACTIVE AS EVER. N SEVERAL CITIES (NAPLES,TURIN) AND
REGIONS IT HAS MOT 3EEN POSSIBLE TO FORM MEW LOCAL ADM(NISTOATIONS.
ALL THIS GIVES THE PUBLIC AN |MPRESSION THAT CPAX| AS P2 |ME
MINISTER 1S SURVIVING RATHER MINAT ING: AS THE EXCITEMENT
OF SEEING HIM 3ECOME THE lksl-c"ClALlcT PRIME MINISTER WEARS
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OFF, HIS SUPPORTERS WILL BCGIN TO EXPECT TAMGIPLE RESULTS
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4. THIS IS STILL CRAXI'S BIGGEST HEADACHE. THE GOVERNMENT HAVE
HAD TO ACKMOWLEDGE COHTINUED GAPS BETWEEN TARGETS AND LIKELY
OUTTURN, ESPECIALLY FOR THE PS2R, DESPITE THE ECONOMIC

MEASURES ADCPTED SO FAR. THEIR AN EFFORT 1S NOW DIRECTED
TOWARD THE ACHIEVEMENT OF A REVISED PAY AGREEMENT LIMITING EARN=
(NGS TO THE INFLATION TARGET RATE OF 10% IN 1984, PROSPECTS OF
AN EARLY AND EFFECTIVE DEAL WITH THE DIVIDED UMI0ONS ARE POOR,
CRAX| APPEARS TOBE LESS CONCERNED THAN GORIA (TREASUPY MINISTER)
ABOUT THE S1ZE OF THE PSBR (OM VERY DEST ASSUMPTIONS LIKELY

T0 BE 15% OF GDP N 1984), COUNTING INSTEAD ON GROWTH INM |TALY'S
EXPORT MARKETS (INCLUDING UK) TO PULL ITALY QYT OF RECESSION,
WITHOUT THENEED FOR COUNTER INFLATIONARY MEASURES. THE REPUBLICANS
ARE CRITICAL, BUT IF A PAY AGREEMENT IS CONCLUDED CRAXI| WiLL

PROBABLY BUY HIMSELF A PER10D OF GRACE.
FOREIGN Povicy

CRAXI'S ENERGY IN THIS FIELD HAS BROUGHT HIM FEW REWARDS,
H1S UNCOMFORTABLY AWARE OF AMDREQOTTI'S GREATER EXPERIENCE.
ERTHELESS HE ENJOYS INTERNATIONAL MEETINGS AND THE
ANCE OF MEETING WORLD LEADERS A5 EQUALS. OM SEPARATE
SUES 3
LEBANON. THE N VERMMENT REMAIN CONCERNED ABOVE ALL
BY THE PROSPECT OF SER 0SS AMOMG THE |R MMF COMTINGENT
HENCE THEIR CAUTION . g CURITY PLAN AND THEIR
KEENESS ON AN |NCREAS F THE |R MMF CONT-
INGEMT TO 1500 MEN H MPOR APP! THE |R DOMESTIC
CRITICS BUT T 0P ONG DIPLOMATIC STALEMATE,
SPADOLIMI 1S UNDER PRESSUR RON M P 2 BETTER LOGISTIC
SUPPORT IF THE IT M CONTINGEMT ¢ , (BUT WE DO MOT EXPECT
THE GQUESTION OF P COVER T2 3E RAIS AT THE SUMMIT), UK
AND ITALIAMN VIEWS

3) EAST/MEST. CRAXI

DIALOGUE BETWEEN

ENTHUS (ASM FOP |
THITIATIY AN i HOPE® 0 YISIT HUMGARPY THIS SPR

HOME TH ACE MOVEMENT REMAINS IMEFFECTIVE AND DEPLOVMENT

LIKELY TO CAUSE THE CGOVER!
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0SITION. ND ANDREOTT! SHOULD WELCOME A TISTUSHION
OF HOw TO MANAGE US/EUROPEAN R T 1O AN AMERICAN ELECTIDH
YEAR.

CONCLUS ION

6. CRAX| 1S ENJOYING HIS PRIME M RSHIP AND GAINING
EXPERIENCE. HE HAS MADE LITTLE I¥ N THE FUNDAMENTAL
PROBLEMS, BUT THAT 1S NOT HOw SUCH N ITALIAM POLITICS

S USUALLY MEASURED, HIS CONFIDENCE 1S UNDIMINISHED AND HIS
TOUGHNESS WiLL RE-EMERGE WHEN HE FACES HIS FIRST SERIQUS
DOMESTIC CHALLENGE. HE WILL APPRECIATE A FRANK EXCHANGE WITH
THE PRIME MINISTER, AND 1S ENOUGH OF A PRAGMATIST TO CONS IDER
OUR ARGUMENTS ON THEIR MERITS.

7.  INF MATTERS AND THE LEBANON ARE ALREADY THE CUBJECT
OF REGUALR HIGH-LEVEL DISCUSSION SO THIS MAY BE THE MOMENT TO
LOOK AHEAD IN OTHER FIELDS, EG THE CDE, US/SOVIET RELATIONS,
US/EUROPE AND THE LONDON ECOMOMIC SUMMIT WHICH BOTH THE PRIME
MINISTER AND THE CHANCELLOR MAY WISH TO RAISE. ON EC MATTERS
(MIFT) THE ITALIANS HAVE NOT BEGUN TO FOCUS ON THE POST-ATHENS
DOSSIER, AND WE SHALL NEED TO TAKE THE LEAD IN DISCUSSIONS.
RECNET PROGRESS OMN THE EH 101 AND A REFEREMCE TO THE FIRST POUND
TABLE MEETING EXPECTED TO TAKE PLACE IN THE SPRING SHOULD
GIVE OUR BILATERAL RELATIONS A USEFUL IMPETUS.
FCO PLEASE PASS SAVING ADDRESSEES.
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