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Y TELECRAM NO. 021 : FANFAWI'S ECONOMIC PROGRAMME : AGREEMEMT

AND UNIONS ON THE LEVEL OF PAY SETTLEMENTS FOR 1962 AND 1983,
INCLUDING A REDUCTION IN WAGE INDEXATION (THE SCALA MOBILE SYSTEM).
THIS SHOULD LESSEN THE SOCIAL TERSIOL WHICH HAS GIVEN RISE TO
STRIKES AND DEMONSTRATICNS THROUGHOUT ITALY.
GOVE HT A BADLY NEEDED DOOST.

2. TO SECURE AGREEMENT, HO , THE GOVERNMENT HAD TC PROMISE
CONCESSIONS ON PUBLIC UTILITY TARIFFS, EXPENDITURE CUTS, ETC.,

WAICH WILL BAKE T HARDER TO ACKIEVE THE PLANNED PSER CEILING OF

71,000 BILLION LIRE. THERE VILL STILL BE DIFFICULTIES 1N GETTING

THE 1923 ECOROMIC PROGRAMME THROUGH PARLIAMENT.

DETAIL

IT GIVES FANFAKI'S

3. ON 22 UAKUARY, TWO DAYS AFTER THE GOVERNMENT'S ORIGINAL DEAD-
LINE, SCOTTI (MINISTER OF LABOUR) PUT FORWARD A TAKE 1T OR
LEAVE IT PROPOSAL TO EWPLOYERS AND UNIONS. IT AINED TO BRING DOWN
THE AVERAGE RISE IN PAY IN THE NEXT TWO YEARS TO WITHIN THE GOVERN-
MENT'S TARGETS FOR INFLATION |N 1983 (13 PC) AND 1984 (10 PC). TS

MAIL FEATURE 1S A REDUCTION OF AT LEAST 15 PC IN THE SCALA MOBILE
SYSTEM OF WAGE INDEXATIOM, WITH SOME REVISION OF THE WAY THE SYSTEM
OPERATES. THIS PROPOSAL ERIDGED WHAT HAD APPEARED TO BE A WIDE GAP.
BETHEEN THE UKIONS (ORIGIHALLY UNMILLING TO CONCEDE MORE THAM 10 PC)
KiD THE EMPLOYERS (WHO LAST WEEK WERE STILL MAKING 30 PC THEIR MIN=
UM DEMAND). AGREEMEWT HAS ALSO EEEN REACHED ON A CEILING FOR
SECTORAL CONTRACTS OVER THE NEXT THREE YEARS.
4 THER SIDE FOUND IT EASY TC ACCEPT SCOTT('S COMPROMISE SOLUT-

10, THE COMMURIST MAJORITY Ik CGIL, APPARENTLY WITH PCI
PORT, WERE INTRANSICENT AT FIRST: FEAR OF SPLITTING THE TRADE UMION
WOVENELT HAY IN THE END HAVE EEEN A RESTRAINING FACTOR.

STRIA (THE MAIN EMPLOYERS FEDERATION) ALSO HAD TO MOVE A

ITS PRESIDENT, VERLON(, AT ONE STAGE THREATENED RESIGN-
KD IS STILL CALLING FOR CLARIFICATION OF AHOTHER ASPECT OF
THE SCOTTI COMPROMISE (REDUCTION OF WORKING HOURS). NEVERTHELESS,
FOR ENMPLOYERS IT IS A RELIEF WOT TO FACE INDUSTRIAL CHAOS IN
FEBRUARY, AND EVER 4 MODEST REDUCTION OF THE SCALA MOEILE ESTABLISHES
THE INPORTANT PRINCIPLE THAT VAGES CARHOT BE AUTGMATICALLY INFLATION=
PROCF. IT IS NOT CLEAR, HOMEVER, VHETHER THIS REDUCTION IS ENOUGH
TO BRING PAY RISES TO WITHIN THE INFLATION TARGETS.
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EL TO CRITICISE

5. FOR THE HOMENT, KO COALITION P 1S PREPARE
THE AGREEMENT THET HAS TEE RE . THE PCI REACTION HAS BEE
WUTED. FOR SCOTT) IT hAS PROYED S ING OF 4 PERSOMAL TRIUMPH
AND FANFAN| IS OBYIOUSLY RELIEVEL. Y THE REPUDLICANS, FOR
IHADEQUATE .

LECTORAL REASONS, HAVE DESCRIFED THE AGREEMENT AS
TO SECURE THE AGREENENT, THE COVERNMENT HAS [ADE CONCESSIONS IN
PLANNED PUBLIC EXPENDITURE CUTS AND TARIFF SUBSIDIES, WHICH VILL
NOT HELP ITS EFFORT TO LIMIT THE 1983 PSER TO 71,000 BILLION LIRE.
THESE CONCESSIONS, WHICH DID MUCH TO SWEETEM THE PILL FOR THE U0
WILL NEED TO BE BALANCED BY NEW CUTS AND SAV |# THE 1983 BUDGET
ER/JANURRY ECONOMIC PACKAGE (MY TELEGRAM LO.
ITS WAY THROUGH PARLIAMENT. THE
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o

WHICH, LIKE THE DECEN®
SAVING CC1), IS STILL WERDING
PASSAGE OF THESE NEASURES REPRESENTS THE NEXT SERIOUS ECOMOMIC
RURDLE FOR GOVERNHENT.
7. FURTHER REPORT FOLLOWS.

FCO PLEASE PASS SAVING ADDRESSEES EXCEPT COHSULATES IN ITALY
AND HOLY SEE.

ARCULUS REPEATED AS REQUESTED
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