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MY TELNC 40: FRG WITHHOLDING TAX

SUMMARY
1. THE GOVERNMENT HAS ANMOUNCED THAT THE DOMESTIC 10 PER CENT
WITHHOLDING TAX IS TO BE ABOLISHED. IT IS AS YET UNCLEAR WHAT
EFFECT, IF ANY, THIS DECISION WILL HAVE ON THE GERMAN POSITION ON AN
EC-WIDE TAX ON SAVINGS, e e

—

DETAIL

2. FOLLOWINE MEETIMGS OF THE LEADERSHIP OF THE THREE COALITION
PARTIES AND & JOINT MEETING THIS MORMNING OF THE CDU/CSU AND FOP
FPARLIAMENTARY PARTIES, THE GOVERNMENT SPOKESMAN,. KLEIN. ANNOUNCED
THAT THE 10 PER CENT WITHHOLDING TAX IS TO0O BE ABOLISHED. INTEREST
INCOME WILL CONTINUE TO BE SUBJECT TO INCOME _TAX AS IT WAS BEFORE
THE IMPOSITION OF THE WITHHOLDING TAX. IGEL TOLD THE FREMNCH
AMEASSADOR AND ME TODAY THAT THIS ACCORDED WITH THE FRG'S
OBLIGATIONS TO ITS EUROPEAN PARTNERS (I.E. THE FRENCH).

3. THE GOVERNMENT ALSD ANNUUNCED THAT THE CURRENT THRESHOLDS OF DM
300 (SINGLEY AND DM 600 C(MARRIED) BEYOND WHICH INCOME TAX IS LEVIED
ON INTEREST INCOME WILL BE DOUBLED. THE GOVERNMENT SAID THAT IT DOES
NOT INTEND TO INCREASE OTHEWSTAWES TO COMPENSATE FOR THE LOSS OF
REVENUE THROUGH THE TWO0 MEASURES.

COMMENT .

4« IT IS NOT YET CLEAR HOW THIS MAY AFFECT THE EC CONTEXT. KLEIN
SAID THAT THERE WAS NO CONSENSUS WITHIN THE EC FOR A WITHHOLDING
TAX, BUT NEITHER HE NOR WAIGEL GAVE ANY HINT OF WHETHER THESE
DECISIONS, TAKEM FOR DOMESTIC REASONS, WILL COLOUR THEIR APPROACH

I[N BRUSSELS. e ————————
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‘Too Much Courage’
Causes Shudders
In Kohl’s Coalition

By Enno vor LoBwENETERN

BONN—There is & dark vislon cireunlat-
mg in Washington: Whai &f the Social
Democrais take over in Bonn after the neoxt
elections of December 9, 19907 The Ameri-
cins recall the party's thrests o block
updating of the last short-range misciles
{Lance) in Germany. They remember a
wvow to rescind “'W-18." the decislon of the
Boon parilament to extend milltary service
to 1§ months from 15. They recollect a
pledge that the Social Democrats will
drastically reduce ow-altiiude Dight exer-
cises. Will pot all this, Washington worres,
furn West Germany into a4 paraivzed mem-
ber of the North Atlantle Treaty Alllance,
well on the road o peuiralism®

Washington nesd not worry about the
future any more. The government of the
Christlan Democrats and Free Democrats
under Chanesllor Helmot Kohl has achieved
all this already. Mr. Kohl, formerly re-
garded as a staunch and couragecus ally

Geérman peacenik pressure, pow
gays he will put aff “W-18"' for three years
becanse “a new count’’ shows that the
German armed forces, the Bundeswehr,

have enoagh recrifls comikg up In the mext’

years. This is unirue, There are mo
pew figures for recroits. There are, how-
ever, new figures for Mr. Kohl's party: The
COU was stunnad in the Bertin and Hesse
elections; poils show that they can only hope
for 35% of the vofe al preseni. The polls

Oaly six years ago the CDU got 48.56% of
the voie, winning a comfortable majority in
coalidon with the FDP, under the leadership
of a4 FHelrmut Kohl who was doing the opposite
of what be &5 doing now. Then he stood up for
the NATO iwin-track resolation to place
medinm-range missiles (Pershing 1) on
West German soll after the Soviet govern-
ment had begun to deploy the new S8-20
missiles. The Social Democrats attacked
him for being “‘subservient 1o America™ and
being the candidate of the “missile parry.”
. Hahl never waversd - supported by the
of the same Hans-Ddetrich Genscher
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not allowed to serve in the Bundeswahr),
Mr. Geissler and the CDU leadership made
the popular decision here as well a8 n many
agther fields, throwing almost everything
gvarboand that the party stood for, inclading
the brilliant defense mingster Rupert Scholz,
whom Mr, Kobl had instailed only 11 months
agn. His suecessor Gerhard Stoltenberg,
formerly the internationally nespected B-
nance minkster—now rolated info defense to
make room 4t finance for the leader of the
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