PRTME MINISTER

DINNER WITH FRENCH BUSINESSMEN

You are dining at the French Embassy on Sunday night to meet

twelve leading French businessmen. You go there straight from

the British Fashion Week reception at Lancaster House. It is not

-._&——
black tie.
J——

You will find notes in the folder on the main guests (who include

Jimmy Goldsmith). All have come over specially from France. The

French Ambassador tells me he issued twelve invitations,
P ———

expecting at least some to be unable to attend: in fact all

accepted. They are an outstanding group.

The Ambassador's plan is to meet informally before dinner, and

then try to have a more general discussion over dinner itself.

Bearing in mind the enormous influence of this group in France, I

think you should take the opportunity to talk about our wish to

draw closer to France in the face of growing German economic and
figiggiglﬂggwer. You will want to say that you have proposed
this to President Mitterrand and detailed discussions are going
on. You are personally committed to making a success of themn.
Other subjects on which they will want to hear your views are:

Britain's economic prospects and - although they will
probably be too polite to ask directly - the Government's
political prospects. All their companies are major
investors here. You will want to bear in mind that France

' is now our third largest market (and we are theirs) with
exports growing at over 14 per cent a year.

your views on Europe and especially on economic and monetary

union and British membership of the ERM. While there are of
course Anglo/French differences over Europe, I would counsel

you not to dramatize them on this occasion but to talk also
about the factors which draw us together - for instance our

common interest in making the Germans open up their economy .

 CONFIDENTI

———

——_




the implications of German unification.

Japan and, in particular, the guestion of cars, on which
there is scope for lively debate (particularly given the

presence of the Chairman of Peugeot).

But I come back to my main point: there is no need to paper over |
real differences of opinion, it would be very helpful if they all
went off feeling pretty positive about the prospects for Britain,

for their investments here and about Anglo/French relations.

In addition to the personality notes, you will find in the
folder:

a background letter from the FCO;

note on Japanese cars;

e ——————

-—

note on take-over activity by French firms;

a background note on Anglo-French trade;

- a despatch by Ewen Fergusson: "Economic Liberation: Where
The French Stand?".

C '
DoXN
C. D. POWELL
9 March 1990
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BRIEFING FOR PRIME MINISTER’S DINNER WITH FRENCH BUSINESSMEN
ON 11 MARCH

We spoke about briefing for the Prime Minister’s dinner with
French businessmen on 11 March.

I attach briefs as follows:

Annex A Takeover activities of major French state-owned
industrial companies, May 1988-March 1990

Annex B Acquisitions of UK companies by Foreign state-owned
companies (largely French)

Annex C Orkem’s acquisition of Coates, in which both
M Tchuruk and M Fourtou have an interest

Annex D Japanese cars, on which M Calvet has taken a rigidly
protectionist stance

Annex E Anglo-French trade, as background.

I understand the FCO will provide background material on each
of the guests and their companies.

I am copying this letter and the enclosures to Stephen Wall
(FCO).

~

/g\ "g("\x-«.’p (b.

BEN SLOCOCK
Private Secretary




Foreign and Commonwealth Office

London SWIA 2AH

8 March 1990

Prime Minister's Dinner with French Businessmen: 11 March

~~ Thank you for your letters of lﬁ”?ebruary and
2#March. Our Embassy in Paris haJéyprovided rather
Fuller information (copy enclosed) than that sent to
you by the French Ambassador (your letter of 2 March).

The French Ambassador has got together a very good
group representing the public and the private sectors,
industry and finance, all with interests in Britain,
and all with influence in France extending well beyond
their own companies. They will be particularly
interested in the Prime Minister's views on prospects
for the British economy, and on a range of European
issues, including:

the Single Market;
i e e
the Japanese threat (which should be a lively

discUssion with Calvet of Peugeot present):

B ————————— e ————
the prospect for economic and monetary union
and for sterling's joining the ERM (which was the
main topic of discussion at Mr Ridley's lunch
with businessmen in Paris last week):

the implications of German unification.

p—

The Prime Minister in turn might ask the businessmen
about the prospects for the French economy (1988 growth
3.7%, inflation 3.6%, unemployment 9.4% and a current
account deficit of about FF 20 billion) and press them

on:
the competitiveness of French industry:

the openness of the French economy (more open
than it was but less open than ours):

what Britain and France can do together to press
the Germans to open their economy;

how far public ownership helps or hinders French
nationalised companies and to what extent they
are subject to state control;

/- the




- the trend to liberalism and deregulation
(abolition of exchange and price controls,
development of financial market) in recent
years, and how irreversible it is.

The British and French economies are increasingly
linked, with each country's exports to the other growing
faster than its exports overall, investment growing in
both directions and British service industries
increasingly active in France. UK visible exports to
France totalled £9.5 billion in 1989, up 14.4% over
1988 (up 21.2% excluding oil). French exports to
Britain last year totalled £10.8 billion, up 14.9%.
France is our third largest market, after the United
States and Germany, taking 10.1% of our exports: and
we in turn are their third largest market. We have a
7.1% share of the French market; they have a 8.9% share
of Ours.

I enclose a copy of a recent despatch from
Sir E Fergusson on "Economic Liberalism: where do
the French stand?".

I am copying this letter and enclosures to
Ben Slocock (Department of Trade and Industry).

w On

’

f.
M‘QJ\_.\)

(R H T Gozney)
Private Secretary

C D Powell Esq
10 Downing Street







FRENCH AMBASSADOR' DINNER FOR THE PRIME MINISTER, 11 MARCH

Summary guest list

Bernard Arnault. Chairman of LVMH, world's largest luxury goods

group - chawmpagne, brandy, perfume etc. Close links with

Guinness. Private sector.

Claude Bebear. Chairman of Axa Financial group, mainly insurance
e — : —

Owne Equity and Law. Private Sector.

-
Andre Benard. Chairman of Eurobunnel after a career
vet. Chairman of Peugeolt SA, third largest European
(Peugeot and Citroen) behind VW=-Audi and Fiab.
Ryton and Stoke. Private sector.

!
Alain Gomez. Chairman of Thomson, consumers and defence el
company. . Public¢ sector. -

——

—_——

| — ———————

———————

Jean Pierre Desageorges. Chairman of GEC~Alsthom: geavy capibal
goods sector. Alsthom-GEC merger in 1989. Private SQCVOF-

Jean-Rene Fourtou. Chairman France's leading
chemical group. Owns Barker and Mav (Dagnnham) and RTZ Chemicals.
Publi¢ sector. - o —_——

Sir James Goldemith. Founded and built up Generale Occidentale,
French conglomerate with international interests. Left France
in 1987. Current French interests unclear.

Jean-Lue Lagard;re. Chairman of Matra (defence ele sctronics/migsile)
and Hachette, France's largest publlshlng/medla group. Private
sector. (Maktra nationalised in 1982, privatised in 1988).

Lindsay Owen-Jonea. British Chairman of L'Oreal world's leading
osmetics company. Pprivate sector. =

\ \
Renaud de 1a Geniere. Chairman, Compagnie Financiere de Suez,
financial conglomerate. Former Governor of the Bank of France.
Private sector (nationalised 1082, privatised 1987).

Serge Tchuruk. Chairman of Total CFP,
0il company. Minority but ¢TWEFOLLing




FRENCH AMBASSADOR’S DINNER FOR THE PRIME MINISTER, 11 MARCH 1990

NNOTATED GUEST LIST

Bernard Arnault

+4

Chairman of Louis Vuitton Moet Hennessy (LVMH)

Born 1949 in Roubaix, Northern France., Businessman in France and
United States before taking control of LVMH - itself the result of a
1987 merger between Louis Vuitton and Moet Hennessy - in 1989 through
Jacgues Roher, a holding company owned jointly with Guinness PLC. A
shrewd and tough businessman who in some very public battles has
outmanoeuvred the heads of the original Louis Vuitton and Moet
Hennessy family bhusinesses.

LVMH is the world’'s leading luxury goods group, whose brand names
include Dom Perignon and Veuve Clicquot Champagne, Hennessy and Hine
cognacs, Louis Vuitton luggage and Christian Dior and Givenchy
perfumes. In addition to its financial stake - the company, Guinness
has important distribution agreements with LVMH in the United States
and the Far East. ‘

Claude Bébé&ar

Chairman of Axa Financial Group

Born 1935 in Dordogne. Educated at Ecole Polytechnique. Chairman of
Axa since 1989 after a career in insurance.

Axa is a financial holding company with banking and - primarily -

insurance interests, notably Axa-Midi, France'’s second largest

insurance company and the largest private sector insurance company.

(The other top three insurance companies in France, UAP, ACGF and GAN

re all state owned). Axa-Midi was formed in 1989 by a merger of Axa

and Compagnie du Midi, which bought the UK insurer Equity and Law in
has ambitions t0 expand its activities in Europe and

limb from 30th to the top 15 or so0 insurance




Andre Benard

Chairman of Eurotunnel

Born 1922 just outside Paris. Son of a banker. Educated at Ecole
Polytechnique. Befoxe joining Eurotunnel, had spent almost all his
career with Shell. He was posted to London with them from 1949-50,
was Managing Director of Shell (France) from 1967-70 and Directoxr
General of the Royal Dutch Petroleum Company from 1971-83.

He replaced Jean-Paul Paraye as Co-Chairman of Eurotunnel in 1886,
working alongside Alistair Moxton. Following a restructuring of the
company in February 1990 M. RBenard assumed the role of sole Chairman
of the Eurotunnel Group, whilst Alistair Morton became Deputy
chairman and Chief Executive.

Jacgues Calvet

Chairman of Peugeot SA (ie joint Peugeot-Citroen holding company)

Born 1931 in Boulogne. Graduate of ENA. Outstanding careexr as civil
servant up to 1979, including three spells in the Private Office of
Giscard. President of the Bangue Nationale de FParis 1979-82.
Chairman of PSA since 1984. Outspoken advocate of tough line on
Japanese car imports into the EC.

Peugeot-Citroen is currently the third largest car producer in Europe
(pehind VW-Audi and Fiat). A private sector company. Following
major restructuring they have been profitable since the mid-80's.
They took over Chrysler plants at Ryton and Stoke in 1979.

Jean-Plerre Desgeorges

Chairman GEC/Alsthom

Born 1930, Paris. Educated at Ecole Polytechnique. Much of his
career has been with Alsthom, of which he becanme Chairman in 1 1

198
before becoming Chairman of GEC/Alsthom when the combined company was
formed in 1989,

Alsthom is one of the world’s leading manufacturers of heavy capital
goods for the energy and transport sectoxs, with ovexr 40,000
employees and a 1988 turnover of FF28 billion (£2.8 billion)
turnover is exported, and it has a worldwide network ©f subs
companies. In 1989 Alsthom merged most of its activities wi
Power Systems Group, creating a new company jointly producing
distributing equipment for power generation and distribution,
transport and industrial automation. The company also owns Ch
de l’Atlantique at St Nazaire in Brittany, the only major priva
French shipyard specialising in cruise liners but having recent

orders for French warships, hitherto built only in public
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Jean-Réné Fourtou

of Rhone-Poulenc

Born 1939 near Bordeaux., Graduate of the Ecole Polytechnigue.
Career in industry. Appointed to his present post by the Chirac
government but reappointed last year by the Rocard government.

Rhone-Poulenc is France's leading chemical group and ranks fifth in

Europe. A public sectoxr company. UK operations include Barker and
May (Dagenham) and RTZ Chemicals.

Siyr James Goldsmith

Businessman and financier of international renown, Sir

James Goldsmith has dual British/French nationality. He is probably
now more prominent in the UK than France where he founded in 1969
Générale Occidentale SA. He built it up into a company witl
widespread interests in food distribution, publishing and oil
production operating through subsidiaries in the Bahamas, USA,
Netherlands and Switzerland. The nationalised French insurance
company UAP has a 6% stake. Sir James stood down as Chairman and
Managing Director in 1987 and his present interests in the company,
if any, are unclear. S0 too is the connection between it and General
Oriental Investment Ltd which is based in the Cayman Islands.

Sir James has been Chairman and Managing Director of this company
since 1934,

Sir James has been in the UK business headlines for some months
following his controversial bid for BAT industries.

Alain Gomez

Chairman, Thomson

Born 1938 in Paris. Educated at Sciences~Po, Havard Business School
and ENA. Chairman of Thomson since 1982 after a career primarily in
business. Dynamic, engaging and approachable, Gomez has been
associated with the political left, but has won respect for hi
stewardship of Thomson in recent years.

Thomson, a state owned company, is one of the world’'s leading
electronics groups, with turnover split egqually between consumex
eslectronics and defence systems, Thomson’s strategy is to become
leading player on the world stage through acquisitions and a’

T+ iz already the largest BEuropean defence electronics compan

is collaborating closely with British Aerospacs.




J -Luc Lagardere

Chairman of Matra/Hachette

Born 1928 in South western France. Electrical engineer. Careex in
industry. Joined Matra in 1963, became chairman in 1977 and acqguired
control of Hachette in 1981. Regarded in France as & dynamic
entrepreneur, one of the rare French captains of industry not to have
graduated from a prestigious ‘grande ecole’.

Matra is essentially a defence electronics and missile producer, but
with interests too in telecommunications, information technology and
transport - eg light railways. Hachette is one of France’s largest

publishing/media groups. Matra was nationalised in 1982 and

privatised in 1988. It recently agreed a 5% share swap with
GEC Marconi.

Renand de La Genigre

Chairman Compagnie Financiere de Suez

Born 1925, Le Mans. Educated at ENA. Early career in the Ministry
of Finance, before becoming Deputy Governox (1974) and Governoxr
(1979-84) of the Bank of France. In his present post since 1986. A

highly respected figure in +he financial world, associated with the
political right.

Founded by de Lesseps in 1958 to dig and operate the Suez Canal, Suez
turned itself into a major financial group after the nationalisation
of the Suez Canal in 1958. It was nationalised by the French
government in 1982, privatised 1987, and acquired a majority interest
in Société Générale de Belgique in 1987, thereby becoming one of
Europe’s largest - and currently most active - financial/industrial
holding companies. Suez is hoping toO expand its operation in the
United Kingdom. Having lost out to Deutsche Bank in a bid to buy
Morgan Grenfell, it is looking for other partners. It has recently
denied that it is interested in extending its share in Hambros, but

is rumoured to be about to buy Gartmore, the fund management arm of
the British Commonwealth Group.

Mr Lindsay Owen-Jones

Chairman and Managing Director of L‘Oréal since 1988.

He is British but, in keeping with the company’s tradition, has spent
his entire working life at L’Oréal. Unlike some cosmetics companies
L'Oréal sets great store by technical innovation with strong emphasis
on research and development. The challenge to Mr Owen-Jones in the
top position is to preserve that policy and at the same time generate
greater intermational growth.

L'Orédal was created in 1907 to manufacture and sell hair care
products. It is now the world’'s leading cosmetics company with

D mover in 1988 of FF24.4 billion (£2.6 billion). In addition

its core business of cosmetics, L’Oréal has interests in
pharmaceuticals, baby and feminine hygiene goods,
) 7% stake in Canal Plus, the Frenc
es include Lancome, Elnett

{
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serge “Tchukuk

president of Total CFP

Rorn 1937 in Marseille. Graduate of the Ecole Polytechnigue.
in the oil and chemicals industries, Credited with an impressi
turnaround of previously loss-making Orkem between 1986 and 198
Present post since February 1980.
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is France's no 2 oil company behind its arch-rival,
witaine. The French state has a minority (35%) but nonetheless
ling interest. Traditionally strong in the Middle East.
take in Alwyn North, one of the largest North Sea fields, and
! About to acguire the UK assets of Orkem,
v acguired Coates Bros.) which is being broken up
between E1f and Total.
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the department for Enterprise

PRIME MINISTER'S DINNER WITH FRENCH BUSINESSMEN: 11 MARCH
THE FRENCH POSITION ON JAPANESE CARS

M Jacques Calvet, Chairman of Peugeot SA, has been a prominent
and outspoken campaigner for a rigidly protect{pggggﬁv§tance
against Japanese cars, and has no doubt T~ Been an influence
bemid—the French Government's position in the current debate
on EC policy towards Japanese cars. M Calvet has called for a
long period of continued protection against exports from Japan
after 1992; and for cars made in the Community (and elsewhere)
by Japanese-owned firms to be subject to restraint as though
they were made in Japan. The French Government have adopted
this positidm. Mme Cresson has spoken privately and in public
in terms of stopping "Japanese" (including UK-made) cars at
the French border if necessary.
SO e T ks aialeh

2 The vital point for the UK is to ensure that cars made in
the UK by Japanese-owned firms are allowed to circulate freely
within the single EC market just like any other EC-made goods,
and that their treatment is in no way linked to that of cars
imported from Japan. The issue is a rerun of the battle we
fought and won in 1989 over British-built Nissan cars.

e " - ——
3 The Commission are still talking 1in vague terms of the
need to "take into account" the output of Japanese-owned car
plants in the EC during the proposed "transitional period" of

post-1992 restraint. NS NN i

4 Peugeot SA is the parent of Peugeot-Talbot Ltd, the
Coventry-based UK subsidiary currently producing cars at an
annual rate of about 100,000, for the UK market and for
export.

Points to make

Wholly unacceptable to count cars produced in the UK by
Japanese-owned firms towards French ceiling on imports
from Japan;

Would conflict with Treaty of Rome; UK will not hesitate
to take matter to the ECJ if necessary;

If UK-built cars are not admitted to France free of
restraint, what about the products of the many Japanese
investments in France and elsewhere in the Community?
Seriously damaging consequences for the internal market

as a whole;

UK wants to end protection in the car market as soon as

possible, both for the sake of consumers and for the sake
of the European vehicle industry, which is likely to
continue lagging behind the Japanese so long as it

remains cosseted by protection.




ANGLO-FRENCH TRADE BRIEF

The French Economy

1. Following the May 1988 general election and the appointment
of the Rocard administration, a statement was made that the
priorities would be the control of inflation and of the budget
deficit, while accepting the previous administration's
budgetary commitments. There would be no re-nationalisation or
further privatisations. With effect from 1/1/90 virtually all

exchange controls have been abolished.

2. Inflation in 1989 rose to 3.6% and unemploment down to 9.5%.
Economic growth was at its highest since 1976 at 3.6%. However,
in 1989, the unemployment rate fluctuated, reaching a high of
10% in July but falling back to reach 9.5% again in November.
The trade account was in deficit by F8.1 billion in October in
adjusted terms but public sector industrial action has made
accurate figures unobtainable. The original prediction for the
whole of 1989 was therefore highly optimistic. Annual inflation
rose to 3.6% and bank rates rose in October in response to the
rise in German interest rates.

Bilateral Trade

3. France is the UK's third largest export market after USA and
FRG. In 1989 British exports to France reached £9.50 billion
(£8.5 billion excluding o0il), while French exports to the UK
were worth £10.8 billion.The deterioration in the overall
balance from surplus to deficit after 1985 (see below) is due
almost entirely to the fall in world oil prices. similarly,
fluctuations in the overall balance since 1985 correspond fairly
closely to fluctuations in the value of our oil exports. Between
1986 and 1988 the balance on our non-oil trade with France has
remained little changed. Overall exports rose by 6% in 1988

and 14% in 1989.Excluding oil, the rises were 14% and 16%
respectively, faster in both years than the rise in imports

from France (12% in 1988 and 15% in 1989).




£ billion

UK non-oil
exports
UK oil exports

UK non-oil
imports
UK oil imports

All exports
All imports

Balance

Non-o0il
balance

UK Market share

4. The UK was France's fifth largest supplier in 1988 with
7.3% of total French imports. This represented about 10.2% of
the UK's global exports including oil, (9.7% of non-oil exports).

UK Exports

5. There are few sectors of manufacturing industry in which British
exports achieve annual sales of less than £10 million. Major

growth areas include transport equipment, telecommunications and
power generating equipment, scientific instruments, clothing and
chemicals and certain foodstuffs. Invisibles are an important export
earner. Although the privatisation programme has halted there

are still opportunities for UK companies in the invisibles

sector, particularly for financial services and insurance. Three
British merchant banks have already begun to market their

expertise.

Investment

6. More than 2000 British companies are known to have established
subsidiaries in France or some form of partnership with French
companies. UK outward direct investment in France in 1987 (the
latest available figure) totalled £ 232 Million.

7. Following the relaxation of foreign investment restrictions,
French industry has sharply increased its direct overseas
investment; in 1988 it reached FF 30.2 billion in the UK from a
figure of FF 9 billion in 1987.




current examples include:-

PEUGEOT-TALBOT

In May 1987 Peugeot invested a further £20M in an expansion
project at Ryton, Coventry which created an additional 550
jobs bringing the total number to in excess of 2000.

MONTUPET SA

In December 1988 Montupet SA made a decision to invest £90M
in a project in Northern Ireland to manufacture cylinder heads.
This will create 1000 new jobs.

PLASTIC OMNIUM

During 1988 Plastic Omnium invested a further £9.5M at their
Telford plant making plastic components.

Exports to Europe Branch
January 1990
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TAKEOVER ACTIVITIES OF MAJOR FRENCH STATE-OWNED INDUSTRIAL
COMPANIES MAY 1988 - MARCH 1990 - .

Information supplied by British Embassy, Paris is as follows:
Embassy officials emphasise that this table is based on that
available in the public domain. It cannot be guaranteed to
represent the full picture.

BULL

Extent of state ownership: 92%

-

Foreign acquisitions: 26.6% of Honeywell HN (US) FFl billion
Zenith (US) FF4 billion

Government equity injections: FF1.5 billion (a further
FF1 billion is thought likely to be forthcoming later in 1990)

Money raised on financial markets: FFl1.2 billion (perpetual
bonds)

Profits in 1988: FF300 million

ELF
Extent of state ownership: 55.8%

Foreign acquisitions: RTZ 0Oil and Gas (UK) FF3.2 billion

d"——_h_.-_‘—‘v‘_‘ T —
25.2% of Enterprise 0il (UK) FF3.7
billion

-

Pennwalt (US) FF6.5 billion
Government equity injections: FF1.6 billion
Money raised on the financial markets: FF1.6 billion (equity)

Profits in 1988: FF7.2 billion

ORKEM
Extent of state ownership: 100%

Foreign acquisitions: Coates Brothers (UK) FF3 billion
approx™—

Bostik Adhesives (UK) FF2 billion

L —

Government equity injections: FFl1.1 billion
Money raised on the financial markets: ?

Profits in 1988: FF3 billion




PECHINEY
Extent of state ownership: 82% of total stock
100% of voting rights

Foreign acquisitions: American Can (UK) FF6 billion (net
of asset disposals)

Government equity injections: FF1l billion

Money raised on the financial markets: FF5.3 billion
(equity and certificates of Investment)

Profits in 1988: FF2 billion

RHONE POULENC

Extent of state ownership: 75% of total stock
100% of voting rights
Foreign acquisitions: RTZ Chemicals (UK) FF5.7 billion
GAF (US) FF3.2 billion

Rorer (US) FF2 billion (takeover not
yvet completed)

Connaught (Canada) FF5.2 billion
(takeover not yet completed)

Government equity injections: Zero

Money raised on the financial markets: FF7.4 billion (various
types of bond)

Profits in 1988: FF3.4 billion

THOMSON
Extent of state ownership: 100%

Foreign acquistions: the defence interests of Phillips
(Netherlands) FF2 billion

Government equity injections: zero (FF2 billion likely to be
forthcoming later in 1990)

Money raised on the financial markets: FF1.2 billion

Profits in 1988: FF2.37 billion

11THO8SMR.MB




ACQUISITIONS OF UK COMPANIES BY FOREIGN STATE OWNED ENTERPRISES

1987

Elf Acquitaine/Tricentrol
1988

Orkem/Coates (40%)
KIO/Burnett and Hallamshire
Holdings

'KIO/BP

Elf Acquitaine/assets of RTZ

Rhone Poulenc/assets of ICI
1989

Elf Acquitaine/Enterprise 0il

Thomson/Inmos
Rhone Poulenc/assets of Monsanto
Repsol/Carless

Rhone Poulenc/Assects of RTZ

[Orkem/Coates (remaining 60%)

Country

France

Kuwait

Kuwait

France

France

France

France

France

France

France

France

Product Range

0oil exploration
production

chemicals, inks,
coatings

coal production and
distribution

oil

oil and gas
exploration

silicones

oil and gas
exploration

VSLI semi-conductors
bulk analgesics

oil and gas

speciality chemicals

Value of Bid

£135m

£30Tm

assets

£308m

assets £12m

not known

assets £44m

assets £70m

assets f4dom

£265m

chemicals, 1nks, coatings ]




BRIEFING FOR PRIME MINISTER ON ORKEM / COATES

ORKEM'S ACQUISITION OF COATES ~ UK COMPETITION CONSIDERATION

LINE TO TAKE (IF RAISED)

You may know that the Secretary of State for Trade and
Industry is now considering this case under the Fair
Trading Act 1973. In the circumstances there is no

further comment I can make.

BACKGROUND - COMMERCIAL IN CONFIDENCE AND MARKET SENSITIVE

1. The Secretary of State is presently considering the
acquisition by Orkem, a French state-owned chemicals company
of Coates, a UK company carrying on an international
speciality chemicals business: the bid was declared wholly
unconditional on 22 December 1989. M. Serge Tchuruk, who is
attending the dinner on 11 March may have an interest in this
matter, for he has been a director of an Orkem group company
since 1987 and has been a director of Coates since 1988. He
was also previously on the board of Rhone Poulenc, another
interested company. Rhone Poulenc's Chairman and CEQ, M.
Jean Rene Fourtou, is also attending the dinner.

2. The merger involves competition concerns in the market for
radiation curing resins, in which there is now a significant
French government interest through Craynor (a joint venture
company owned, prior to the merger, by Orkem and Coates) and
through Radcure (another joint venture, in which Rhone
Poulenc, another French state-owned company, have a 49.9%
stake). Because of the French Government's involvement in
both joint ventures, there may not be full competition between
the enterprises, and the companies might be considered to be
under the ultimate common control and strategic direction of
the French Government. However, the Director General of Fair
Trading has recommended that the merger should not be referred
to the MMC because in his view the particular circumstances of
the market do not confer market power, even if the two
companies, Craynor and Radcure, seek to act in concert. The
Secretary of State for Trade and Industry is still considering
the merger, and is expected to announce his decision shortly.

3. While it is not a new policy, the Secretary of State is
currently considering the possibility of making an
announcement to the effect that acquisitions by state owned
and privately owned companies will be treated in the same way
as companies under common ownership as a group.

Competition Policy Division
Department of Trade and Industry
7 March 1990




‘CONOMIC LIBERALISM: WHERE DO THE FRENCH STAND?

Summarz

1% The French used to be archetypal interventionists and
protectionists (and at one time were admired as such by
some_in Britain). They have, however, come a long way

since a change of course in 1983 Central planning has

been abandoned; sub51dlsed cFedit has dwindled to a trickis;
state aids have been cut"capltal movements have been
lloerallsed the financial market has been modernised

and Iibe rallsed restrictions on foreign investments have
been eased stock market takeovers have been made e331er,
prior app”oval for redundancies is no longer necessary,
competition policy has been sharpened up. Public sector
managers now have more auuonomy than in the past (paras 1-5).

o —

There are several reasons for this trend towards greate

nomic freedom; budgetary pressures, the Single Market
EC competition policy, economic self-interest.
underlying attitudes are evolving, a process

] social change and an upsurge of interest
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The Rt Hon Douglas Hurd CBE MP
Secretary of State for Foreign
and Commonwealth Affairs
LONDON 21 February 1990

terventionism is centuries
Roger Fauroux, French

o
o




RESTRICTED

credit, contributed to R&D, subsidised exports, and erected

barriers against unwelcome foreign competition. The French

concept of "The Plan" carried widespread prestige.

Even under Labour governments, and despite the intellectual
traction to many of the French model, there remained
wide gap between Britist French approaches.
e May 1979 elections, which moved British policy in
different direction, the gap between our practices and

of the French widened Monsieur Mitterran
the Mauroy government's commitme
ic sector and the nationalisatio

ibuted to this.

n weakened

1

hanges in
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. Old-style central planning and indictive targetting

have been abandoned. The Ninth Plan (1984-88) prepared
by the Socialists in 1983 was short on specifics and was
put to one side by the Chirac government in 1986. The

enth Plan (1989-1992), prepared after the Socialists'

turn to power in May 198 little more than a statement

government economic poli not a working docum
ffici shiert t.o

s + '
ther for o

corporate sector has dwindl

&
irom

result oi
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in receipt of operating subsidies are the coal industry
(FF 3 billion approximately in 1989) and the shipbuilding
industry (Jjust over FF 1 billion in 1989). The main emphasis
is on support for civil R&D (FF 17 billion in 1989) as
opposed to equity injections into public secter industrial
FF 4.1 billion in 1989) or regional and small

sized business support (FF 4 billiocn approximately

Total spending last year, excluding aids to

was probably not very different from that of

Kingdom where in 1988-89 central government

£ 2 billion on regional

support a und billion
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been progressively eased, most recently in September 1988

Restrictions on foreign investments in France have

and January 1990. No prior authorisation is required

19

green-field investments, and apart from three reserved

ors (defence, public order and public health) established
Communi ompanies can now acquire French companies
thorisation from the Ministry
European Community companies
only one month to withhold authorisation.
ingdom acquisitions in France were worth
6 different deals
an Communi

companies:
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A requirement that employers seek prior authorisation

for redundancies was scrapped by the Chirac government

and has not been reintroduced by the Rocard government.

A new competition law was enacted at

86 and competition policy has been sharpened up.
mpetition Council imposed fines of FF 358 mi
9. In recent months, two cartels involving companies

dding for public interest contracts have been exposed

heavy fines imposed. I n made cl
ion against anti-competi
monopoly power 1is regard

economic policy.
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sector group, as most of them are, can set the pace in
his dealings with Ministers, in the knowledge that a good
case will generally find acceptance. Moreover political
affiliations have ceased to count for much; only two of
Chairmen appointed by the Chirac government have been

ocial

returned to power; several
That said, there 'is little
t public sector companies do not have quite the

7 hose in the private sector,

ing or where pid
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into effect of new proposals, they do so in the knowledge

that in the last analysis President Mitterrand requires
political commitments made in the Single European
to be honoured. The French record on implementation,
rly as good as our ¥dwn, bears this out. In the field
state aids, a ruling made by Monsieur Rocard in the
umn of 1988 requires a 'transparency' in dealings with
Commission that was not always a feature of the French

oach.

Economic self-interest is
isation of the French
T

improve
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@
readiness among politicians, senior officials and leading
businessmen to believe that it is in French interests
for economic policy to be based on more liberal principles
than in the post-War period. Doubts about interventionism
sown by the failure of French policy between 1973

The impact of liberal policies on the United

Kingdom economies has been noted. Above

I 3 + 3
dnitcted ilngaom

increasingly recognise that opening up the

onomy to outside forces i ssential to its

towards liberalisnm

t governments,

ween 198
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world, who is less wary of foreign competition than preceding

generations, more confident of his ability to handle the

consequences of liberalism. Indeed to thié younger generation

liberal economic policies seem the natural order of things

a way that they did not to the post-War generations.

They have acquired a taste for business. Moreover the

estige of the ENArque in industry is in decline. Those

oulded in a pattern evolved for the purpose of centralised

a

vernment direction have reputation, whatever their

tual al to modern

ellec
trepre

and
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1 It is time to look at the other side of the picture.

To say that the French economic policy has become more

liberal is not to say that it has become completely liberal.

Examples of o0ld style interventionism and protectionism

an still be found:

of th i i banking and

e

main under public control. The

Chirac and
abandoned

mous ruling
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| l

like CGE or Peugeot-Citroen were to be the object of a

hostile takeover would be to attempt to block it, though
it is not to be excluded that liberal principles would
end up dominant (once the EC Merger Control Regulation
in force there should be little they can do). They
2ve close links with the business community that c
mpensate for the absence of formal powers. Even now
st leading bankers and industrialists were once civil
rvants, went to the same schools as Ministers and officizl
ially the Ecolf Natio
values and ou
to direc

to




@

RESTRICTED

sector is the prime example. Japanese car producers are
allowed only 3% of the French market, and have been told
that they must achieve a local content of 80% at or shortly
er start-up if they want to build plants in France.
ister for Industry, Monsieur Fauroux,
ral members of the present government
cles industry a special case. For
r the French tried to enforce a ruli
n Bluebirds should count as Japanese
ommunit; 1tent of 80% was achiev
inuin rictions on Japane

l beyond the
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In some of the service sectors and the professions

there has been little evidence of readiness to open up

the domestic market to foreign competition any faster

than necessary under the Single Market programme. Some

notable rear-guard battles against liberalisation in the

transport and telecommunications sectors have been fought

in Brussels. Our auctioneers have so far found themselves
nned from holding public auctions in France by a provision

in French law which reserves this activity for members

f an fficial-corps, the mm i ai pri i Our
ki instructors have recent

to0 recognise
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basis under a Centre-Left government after 1993. There
is undoubtedly a limit to how far attitudes will evolve.

It is hard to see a majority of French politicians and

ficials ever abandoning a nationalistic way of thinking

French economy: it is a habit of thought that
mental tradition.
tectionist instincts - zand will find
he logic of extending free access
1

marXxets so long as

\ £ Lo B alll
nose wn restrict ac
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the way the British Government tolerated takeover bids.

In short, the soft end of liberalism is probably about

as far as mainstream opinion in France will get.

On the other hand a return to dirigisme looks equally
ikely. Even were opinion to swing back in favour of
policy makers would find themselves subject to a number
constraints. t must be doubtful, for instance, whether
civil service is still capable of playing the role
did in the post-War period It has been weakened by

r ige referred to above. osts
o

lled by top yut most
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the Commission - which, since the appointments of

Herr Bangemann and Sir Leon Brittan, they no longer perceive

as an ally. There has certainly been more to French
liberalism since 1983 than simply putting a good face
n changes rendered inevitable by their political
mmitment ! ingle Market; but undoubtedly European
ions would limi heir options if ever

to go in e.
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have to deal. These difficulties will no doubt continue

to make many feel that they are unwelcome here and will

fuel a belief that little has changed. But impressions

n be misleading. British non-oil exports to France

ew by over 20% in 198 nd

from an already strong base.

h exports

and 1
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-should be-seen in perspective. ~ We should continue to

apply pressure for. the removal of theﬁreétricﬁibhgfgﬁgt

remain, and we need never hesitate to take up with the
llaterally examples.of anti-éompetitive

lso to keep in-mind
recent years. It would
Socialist  government,
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v PARIS, le 2 Mars 1990
\// \//?//////'//"‘ /////://?(

No. T4S.¢.120
Sa,&bj CThk cc MY

g I cc. OPS.

L’évolution actuelle des technologies m’a conduit a confier a
M. Maurice DU MESNIL, ingénieur général des télécommunications, secondé
par les représentants des différents services chargés du recueil et de
1’exploitation du renseignement, une mission d’examen des systémes
francais d’interception et d’écoute.

A ce titre, Jje souhaiterais qu’il puisse profiter de
1’expérience de pays amis, acquise dans ce domaine. C’est pourquoi, je
serais heureux que cette personnalité se rende en GRANDE BRETAGNE au
cours du mois de mars afin de s’informer sur les méthodes adoptées par
les services britanniques et les moyens techniques mis en oeuvre.

M. DU MESNIL serait accompagné lors de sa visite de M. Jérdme
VENTRE de 1a Direction générale de la sécurité extérieure (D.G.S.E.),
M. Jean-Pierre BRUT de 1a Direction de la surveillance du territoire
(D.S.T.), et du colonel de 1’armée de terre Georges DIEULAFAIT du
Centre d’exploitation du renseignement militaire (C.E.R.M.).

Je tiens a vous remercier pour 1’accueil que vous voudrez
bien réserver a ma demande et pour les contacts qui pourraient étre
pris a cette occasion.

Je vous prie de bien vouloir agréer, Madame le Premier
Ministre, 1’expression de mes hommages respectueux. f :

vwudigia vvxanxL/ doma la rbmafuudca;; ol

Madame Margaret THATCHER
Premier Ministre du Royaume Uni Michel ROCARD




DU MESNIL (Maurice)
Né le 21 juin 1923 a Mont-de-Marsan (Landes).

Situation de famille : Marié, 4 enfants

Diplémes : Ancien éleve de I'Ecole polytechnique, Ingénieur de I'Ecole nationale
superieure des telecommunications.

Carriere :

1948-57 : Ingénieur des télécommunications a Bordeaux, chargé du service des
lignes puis des installations télex et telephomques rurales,

1957-66 :  Ingénieur en chef des télécommunications a Rouen, Chef du département
commmunication et bdtiments pour la Haute et Basse- Normandle,

1966-72 :  Directeur reglonal des télécommunications a Orléans,

1972-78 :  Ingénieur général des télécommunications, Directeur des télécommunica-

tions du réseau national,
1977-82 :  Chargé de missions par le ministre des PTT,

1980-81 :  Rapporteur a temps partiel a la Cour des comptes,

1979-82 President du GIE vidéotransmission international,
1982-83 : Directeur des affaires de telecommunications civiles du groupe Thomson
1983-87 : Directeur de l'enseignement superieur des telecommunications,

Haut-fonctionnaire de défense aupres du ministre de la Poste et des Télécommunica-
tions (depuis 1987 et jusqu'a son depart a la retraite au mois de juillet 1989)

Depuis 1988 : Chef du service de défense et de sécurité du ministére, Vice-président

du comité de coordination des télécommunications,
1961-64 : Président de 1'Associations frangaise des ingénieurs des télécommunica-

tions,
1961-64 : Vice-Président de la Fédération des ingénieurs des télécommunications

de la Communauté européenne.

Décorations : Officier de la Légion d'honneur, Commandeur de l'ordre national du
Merite.







10 DOWNING STREET
LONDON SWIA 2AA
From the Private Secretary

2 March 1990

PRIME MINISTER'S DINNER WITH THE
FRENCH AMBASSADOR

The department were kindly going to
prepare some briefing for the Prime
Minister's dinner at the French Embassy on
11 March, to meet French businessmen. I
enclose some notes which the Ambassador has

sent me, which the department may find
helpful.

(C. D. POWELL)

Richard Gozney, Esq.,
Foreign and Commonwealth Office.




AMBASSADE DE FRANCE
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le ler mars 1990

BERNARD ARNAUD

v

-

As Chairman of Louis Vuitton Moét Hennessy (LVMH), Mr Arnaud
entertains important business relations with Guinness which has
a share of 24% in LVMH. The two companies have extensive

distribution agreements.
Besides, the company owns Moét and Chandon which ranks first

in the Champagne market in the UK.

CIAUDE BEBEAR

Mr BEBEAR is Chairman and Chief Executive Officer of AXA-
MIDI ASSURANCE, which owns EQUITY AND ILAW and has 57% share in
WESTGATE INSURANCE.

JACQUES CALVET

PSA Group, manufactures cars in their Ryton plant near
Coventry for British and European markets.

JEAN RENE FOURTOU

RHONE POULENC has had for more than 50 years an important
subsidiary in this country : RHONE POULENC UK (formerly MAY AND
BAKER) which manufactures and sells chemical and pharmaceutical
products.

Recently, Rhone Poulenc added to its subsidiary the fine
chemicals division of RTZ and the silicon business of ICI both
acquired in the course of last year.

ATATN GOMEZ

THOMSON CONSUMER ELECTRONICS manufactures television sets
and video recorders in the UK under the brand name of Ferguson.

Last January, Thomson merged its missile activities with
those of British Aerospace to form a new company : EURODYNAMICS.

Further, Thomson agreed to buy half of FERRANTI
INTERNATIONAL, SONAR operations, subject to the UK government
approval.

Previously, in 1989, Thomson-SGS bought INMOS from THORN-EMI
which received in return a 10% stake in the enlarged franco-
italian semi conductor group.




RENAUD de la GENIERE

Banque INDOSUEZ, has a branch in London.

JEAN- LUC IAGARDERE

MATRA ESPACE and MARCONI AEROSPACE merged in October 89

their missiles operations to form a new company : MATRA MARCONI
SPACE.

LINDSAY OWEN-JONES

L'OREAL has a manufacturing plant in Wales.

SERGE TCHURUK

TOTAL has a two third stake in the FRIGG and ALLWYN NORTH
fields in the North Sea and various other interests in the UK
including o0il refining and distribution.

In his previous capacity as Chairman of ORKEM, Mr Tchuruk
linked up its printing ink subsidiary LORILLEUX with COATES
BROTHERS and set up a partnership with MTM the Liverpool based

concerned. Following those first agreements, COATES AND NORSOCHEM
(joint venture with MTM) have been fully acquired.

JEAN-PIERRE DESGEORGES

GEC ALSTHOM . Has been set up in June 1989 by a merger
between ALSTHOM and POWER HEAVY EQUIPMENT division of GEC.

ANDRE BENARD

EUROTUNNEL. Co-Chairman from September 1986 to February 1990.
Chairman of Eurotunnel since then.




