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ETIAL COALITIOK PARTHMERS HAVE MET

NUMERQUS BILATERAL MEETINGS

s HE |€ ALMOST THERE.
CHANCES O GETHER ANY OTHER GOVERKMENT BEFORE

12 AUGUST, WHEN THE HOLIDAY EXODUS REACHES TS PEAK, MUST BE

VERY SHALL. BEFORE GUING ON LEAVE THIS WEEKEND | ATTEMPT TO

DESCRIBE IN THIS TEL AY|'S EFFORTS TO FORMA GOVERN-—

MENT KOW STAND, 1T H SY TGO CONTACT THE MAIN ACTORS

WHO ARE M ALMOST COI 0N, BUT ZANOKE (LIBERAL PARTY

SECRETARY) TELLS ME ST EXPECTS CRAXI TG SUCCEEED.
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SHAPE OF THE

2. MINISTERIAL APPOINTMENTS COULD BE DECIDED WITHIN THE NEXT
DAY OR TWO. ANDREOTTI'S LAST-MINUTE EXCLUSION FROH THE FANFANI
GOVERNMEKT SHOWS HOW CRUCIAL DECISIONS CAN HE LEFT OPEN TILL THE
VERY END. THE UNDERLYIHG PROELEMS THAT CRAXI HAS FACED ARE
THREEFOLD. FIRST DC WANT TO |NCREASE THEIR NUMBER OF MINISTERS,
BOTH AS THE PRICE FOR LETTING CRAX1 IN AND BECAUSE THEY ARE STILL
BIGGER THAN THE OTHER FOUR PARTIES COMEIHED, SECOND THE SHALLER
PARTIES ALSO WANT MORE: SPADOLINI IN PARTICULAR WILL EXPECT AK
|MPORTANT MINISTREY. THIRD THERE HAS BEEN TALK OF CREATING ONE OR
TWO VICE-PRESIDENCIES, OR OF BRIHGING SOME OF THE PARTY SECRE-
TARIES THEMSELVES INTO THE GOVERNMEWT, PARTLY TO RESOLVE THE
PROBLEMS MENTIOHED ABOVE, PARTLY TO EASE THE PARTIES!' INTERNAL
DIVISIONS (EG WHAT TO DO WITH FORLANI'S SUPPORTERS (N THE DC),
AN PARTLY 10 DOUBT BECAUSE CRAXI MIGHT WELCOME A VISIBLE TOP=
LEVEL COMMITMENT TO HIS COVERKMENT FROM HIS PARTNERS.
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3. THE PC| HAVE PROUMISED OUTRIGHT UPPOSITION, CRITICIZE
CRAX| GOVERNMENT AS THE SAME OLD FORMULA, ANL REGRET WHAT
THEY TERM HIS SURRENDER TO THE DC ON ECONOMIC POLICY, THIS MAY
WOT PREVENT THEM FROM COOPERATING OVER PARLIAMENTARY REFORM,

AND THE COALITICH PARTIES ALSO SEEW AGREED THAT THE PCI SHOULD
BE ENTITLED TU SOME CHAIRHANSHIPS OF PARL IAMENTARY COMMITTEES.

THE PROUCRAN FORE |Gl AFFAIRS DEFENCE

L, CRAXI'S TEAN HAVE SO FAR PRODUCED THREE VERSIONS OF & GOVERi-
AENT FROGRAMME. WE SHOULD HOT ATTACH TOO fCH IMEORTANCE TO THESE
BUT THEY PROVIDE A BENCHMARK AGAIHST WHICK EACH COALITION PARTRER
CAlL SUSSEQUENTLY JUSTIFY ITS COHTI OF THE COALITIOR
ILLUSTRATE THE PRICE THAT THE PS|




E. S0 IS THE

THE DOCUHENT SAYS THAT THE GOVERNEMENT
VILL ASIDE By THE 1379 DOUBLE DECISION. IT TALKS OF A ITALIAK
PEACE INITIATIVE, BUT ONLY IN COKSULTATION ¥ITH THE US AND OTHER
EUROPEAN COUNTRIES AND 14 THE CONTEXT OF BRINGING THE GENEVA
NEGOTIAT104S TC A SUCCESSFUL OUTCOME. LAGORIC HAS CAUSED A SLICHT
FLURRY Y ADVOCATING A NEW LOOK AT THE 'WALK |ii THE w00DS!
PROPOSALS AND BY ARGUING THAT THE WEST MIGHT BE FLEXIBLE OVER
MISSILE IKSTALLATION TIMETABLES |F, FOR EXAMPLE, THE USSR WERE
TC CIMMIT ITSELF TO BEGIN DISMARTLING ITS SS 20'S BEFORE 31
DECEM3ER. WE SHCULD AWAIT CRAX!'S SPEECH TO THE CHAMBER OUTLINING
H1S PROGRAMME BEFORE FORMING A JUDGEMENT.

ECOROMIC POLICY

4.  THIS HAS BEEN AT THE HEART CF THE DISCUSSI0KS. THE DC AND
PRI WERE COWTENT WITH THE BROAD OBJECTIVES SET OUT IN CRAX|'S
ORIGINAL DOCUMENT BUT FOUND IT TOC 1MPRECISE. AFTER THREE
REDFAFTS, AGREEMENT 1S NOW REFORTED TO HAVE BEEN REACHED
ON AN OUTLINE PRUGRAMME, THE MAIN |SSUES REMAIN THE FIGHT AGAINST
INFLAT 1Ok AND REDUCTION OF THE PSBR. THE PRI AND THE DC HAVE
SOUGHT, AND RECEIVEED , GREATER PKECISIOK FROM THE PSI ON (1)
PROPUSALS FCR AN INCOMES POLICY (REINFORCEMENT OF THE 22 JAWUARY
PAY AGREEMENT TO ENSURE WAGES ARE CONTAINEEL WITHING INFLATION
TARGETS FOR 1933 AND 1984). THE COVERNMERT WILL COMMIT |TSELF
TO SHARING THE BURDEN OF ENFORCEMENT MORE EQUALLY WITH EMP-
LOYERS AND UNIONS THAN Ik CRAXI'S ORIGINAL DRAFT. IT MILL ALSO
UNDERTAKE TO OPERATE A POLICY Oh PRICES AND TARIFFS USING SIMILAR
CRITERJA. (2) ABSOLUTE F|GURES FOR FROPOSED REDUCTIONS |h THE
PSER (AG OPPOSED TO THE ORIGIWAL PS| TAARGETS EXPRESSED AS
PERCENTAGES OF ESTIMATED GDP, WHICH SPADOLINI CRITICISED).
THESE ARE 13,000 BILLION LIRE FOR 1983, HALF TO BE MET EY INCRE-
EVENUE AND HALF DY SPENDING CUTS OR POSTPONEMENT OF
PLANWED SPENDING, AND 40,000 BILLIOK LIRE FOR 1954, 11,000
NILLION I% EXTRA REVENUE AND 22,000 BILLION IK CUTS. THE AIN IS
70 REDUCE THE PSBR TO 10% OF GDF BY 1286: (3) TAXATION POLICY,
WHERE |MCREASES 14 REVENUE WILL COME FROM ADJUSTMENT OF EXISTIRG
QEGIMES AND RECOVERY OF EVADED TAXES RATHIK THAL FROM INCREASE
IN THE OVERALL LEVEL OF TAX: (k) MONETARY POLICY, WHERL THE
AUTOKOMY OF THE BANK OF ITALY 15 CONFIRMED.

;CONFI%ENTIAL

POLICY PROPOSALE AN ABOVE ALL
15AY PROVE VERY DIFFICULT TO
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iEVERTHELESS
S LOW ESPOUSING AN ECOI C PROGRAMHE CLUS" TO THAT
wrlCH DE IMITA AKD SPADOLINI ADYV C THE ELECTION CAM=
PAIGL THA# TO THE PSI'S ‘:\'JLICI\‘.a. THERE 1S NG SIGk CF A DASH
FOR GROWTH. TH COULD CREATE PR F HIM
OuN PARTY, k IF IT OFFERS THE HOPE FGR THE SCONOMY.

WE SHALL REPORT AGAIN WHEK A GOVERN

OFFICE
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