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qwo:kgrs aad supplementary outlays for other purposes, the estimated bﬁdget
deficit for this year remains at 7 billion francs. This has been the customary
.defigit,estimate since 1959,

Wage increases for workers in the nationalized industries in early
April were soon followed by substantial increases in the salaries and pensions
of active and retired government employees, both civil servants and members of

the armed forces. These increases will apparently add some 2.3 billion francs

to public sector costs in 1963,5/ To cover about 500 million francs of these
added costs, increases were effected in May in electricity rates (7 per cent),
railroad freight rates (3-3/4 per cent), and railroad passenger fares (11-3/4
per cent), and the nationalized enterprises were directed to make operational
economies of 100 million francs. To obtain further funds, the Finance Ministry
sent to Parliament in May the first 1963 supplementary budget bill asking for
1,823 million francs for increased subsidies to the nationalized enterprises
and for increased salaries of government workers.

To cover these new budget outlays, some new taxes were voted--550
million francs of miscellaneous business taxes and 225 million francs from
continuation of a personal income surtax that had been due to go off the books
this year. Budgeted expenditures in other budget sectors were cut back 513
million francs. Finally, the estimate of 1963 budget receipts (other than
from the new taxes) was raised. (Such revisiomns have become standard since
1959, because receipts have been very conservatively estimated at the start of
each year.) This upward revision, amounting te 2,243 million francs, will also

cover virtually all of the 1,989 million francs of other supplementary

1/ The added costs will be still higher in 1964, when all the wage increases
will have taken effect and will also be effective for a full year.
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‘expenditures in the two separate supplementary budget bills submitted in May
‘and June. The net total of supplementary expenditures in the two bills, amount-
ing to 3,299 million francs, increased budgeted expenditures for 1963 from the
84,905 billion francs in the initial budget to 88,204 million francs, or by
3.9 per cert,.

The actual budget deficits over the last four years 1959-62, as

measured by cash receipts and disbursements, have in fact been smaller than
the 7 billion franc figure given each year by the estimates, and their financing

has not been inflaticnary. Information released just recently on the 1962 results

-shows a cash budget deficit of 6.09 billion francs, which was somewhat higher tha 4
the 4,38 billion franc deficit in 1961. (S8ee Table 4.) These deficits, along
with amortization of the long- and medium-term public debt, resulted in a total
Treasury deficit of 7.47 billion francs in 1961 (after adjustment for IMF franc
operations) and 10.85 billion francs in 1962.

Ia covering these total deficits, the primary sources of funds have
been (1) ne: sales of Treasury bills to the public (i.e., individuals and non-

financial institutions) and (2) increases in cash deposits with the Treasury of

public and semi-public institutions, notably the Post Office (which receives .
funds from the public in the form of deposits to postal checking accounts),

and the Caisse des Dgpots et Consignations (to which flow the deposits with

French savings banks). The Treasury's indebtedness to the banking system (after
adjustment for IMF franc operations) actually declined 1.99 billion francs in

1961. Althcugh it increased 1.03 billion francs in 1962, in both years Treasury
operations were in fact slightly deflationary in their effect on the French

economy because of the large-scale repayments of foreign public debt. Such
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repayments, contractual and advance, totalled 1.43 billion francs in 1961 and
rose to 3,36 billion francs ($681 million) last year because of the much greater

volume of prepayments.

Renewed expansion expected to continue

The French economy has been expanding again after the rigors of the
winter and the labor troubles in the public sector., Business men are generally
optimistic, and official projections point to another substantial output rise
for 1963.

Seasonally-adjusted industrial production was cut back sharply in
March because of the coal miners' strike and the other work stoppages. Because
these difficulties did not end until April 5, the April output figure was also
affected. The adjusted index for April was up 10 per cent from March and 2 per
cent from December. (See Table 5.) According to press reports, output in May
rose about 3 per cent above the April level. Although output as a whole was
expanding, reports in April indicated that demand for equipment goods: was still
falling.

The vigor of increasing demand is indicated by the receat movements
of both imports and prices. After remaining unchanged between the fourth and
first quarters (on a quarterly average basis), seasonally-adjusted imports in
April were up 7 per cent from the first quarter level and rose another 8-1/2 per
cent in May (See Table 6.) Upward price pressures have continued. Wholesale
prices jumped 2.2 per cent in May, after downward seasonal influences affecting
foods, fuels, and electricty had held them nearly unchanged between January and
April. The May rise was largely centered on foodstuffs, but prices of industrial
products continued to advance slowly. (For this latter group, the index in May

was 2.7 per cent above a year earlier.) Consumer prices resumed their inexorable
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~ Iable 5. Prance:

(1953=100)
Industrial production Wholesale Consumer
 (seasonally-adjusted) _prices prices
167 130 13k
175 132 138
136 145
190 136 143
June 190 135 1k
September 194 135 145
December L 139 148
1963~
January 196 140 150
February 195 140 150
‘March 181 139 150
“April 200 139 151
May b/ 206 .. 1h2 151

a/ ?igufes refer to the beg

b/ Estimate based on press reports.

Source: QFEID

Table 6o

France:

Seasonally-Adjusted Foreign Trade, 1962-63

(In millions of dollars; monthly average or month)

Quarter

1962 = 1
II
IIT
Iv

1963 - I

Month

1963 - January
February
March
April
May

Imports c.i.f,

576
587
639
663
661

659
613
711
706
766

§§Eorts

620
602
609
624
619

607
625
625
710
713

Sources OECD

Balance

o
+15
=30
-39
-42

=52
+12
=86
+ L
=53

211

a inning of the month following the month indicated in
‘the table. The index is computed only once every three months,
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rise with increases of 1/2 per cent in each of the months April and May, after
remaining essentially unchanged in February and March.

| Serving to increase over-all demand of late has been an unexpected
upsurge in exports, First-quarter increases in seasonally-adjusted exports
totalied 11 per cent between December and March. 1In April, exports surged

14 per cent above the March level, and another 1/2 per cent rise occurred in
May. Over the five months from December to May, the rise in exports came to

26 per cent. In contrast to these facts, INSEE surveys of the French economy
in February and April declared that by and large export demand was stagnant and
0o upturn was to be expected.

Oa the internal sources of demand, it appears that consumption has
been advancing while private investment spending has increased little this year
or may even have declined from end-1962 levels. INSEE surveys have concluded
that private fixed business investment in 1963, in real terms, might be little
if any higher than in 1962. At the end of May, the National Accounts Commiésion
forecast that these outlays might be only 2,2 per cent greater this vear than
last, as against a year-to-year rise of 8.3 per cent last year. :.

In spite of the weakening of private investment demand, the Commission
has projected real GNP this year at 4.3 per cent above 1962. This is smaller
than the 5-1/2 per cent rise registered in 1962. But the less rapid advance
foreseen for this year is predicated on the expectation that agricultural produc-
tion can scarcely increase further over the high levels attained last year,
especially after the severity of last winter's weather. The expected rise in
industrial production of 5-1/2 per cent is only fractionally below the 5.7 per
cent increass achieved in 1962, the slightly smaller gain reflecting the loss of

output caused by the strikes in March.
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Consumer demand is expected to remain very strong. Consgmptiénf ’
f'éﬁ?léysmin,1963,’at constant prices, are placed at 6.2 per cent aboVé‘laS# jear,
’ ;éﬁ7inc?easé equivalent to that actually recorded in 1962. The expééfedvyéérb
~ to-year”ri$e in exports at constant prices of 7.4 per cent is not gféaflyfﬁelow

the_9-1/2 per cent increase experienced last year. On the other hand, theﬁ

‘expansion rate of total capital formation, in real terms, is foreseen as «;'d;’o"pping

from 11 per cent last year tc 3.7 per cent this year. In addition to a much

smaller increase in private fixed investment, this predicted slowdown has its

roots in a sharp slackening of inventory accumulation, following the hea«vy" .

build-up last year when accumulation was nearly twice as large as in 1961. Fixed
investment in the public sector is expected to show a rise about equal 't,o ,f,;‘thé 10

per cent increase last year,






