
PARIS: The French government sought yesterday to
downplay fears that workers will be left out of pocket
as the country transitions to a pay-as-you-earn tax
system that could fan the flames of a revolt over spend-
ing power. After years of delays, France on January 1
ditched a system whereby residents file income tax
returns based on the previous year’s earnings, replacing
it with a system where the state deducts the taxes
directly from people’s salaries or pensions each month.

Opinion polls show the French broadly supporting
the change but the shift presents risks for President
Emmanuel Macron, not least that workers may feel
poorer when they receive their new net pay-even if
they will no longer have to save up to pay their taxes
three times a year.

Any glitches in the new system which could see tax-
payers pay more than they bargained for could further
infuriate the “yellow vest” anti-government protesters
who have been demonstrating around the country since
mid-November over Macron’s fiscal policies, which
they see as skewed towards the rich.  Visiting a tax
query call center in the northern city of Amiens, Budget
Minister Gerald Darmanin attempted to assure the
French that the change would be painless.

“Taxation at source is like the mobile phone. In a
month’s time we’ll be wondering how we ever man-
aged without it,” he said, calling it a “big step forward
for the French”.

He attempted to silence the doomsayers, noting that
so far there was no sign of the much-prophesied chaos
and that the number of queries received by the call
center were on a par with an average month.

93 million letters 
The shift to a pay-as-you-earn system was adopted

by the Socialist government of Macron’s predecessor
Francois Hollande, but is only now being implemented,
after some dithering by Macron on the issue.

To prepare the French for the change the govern-
ment has sent 93 million letters and emails explaining
the new system. The move, which will only affect the 43
percent of households liable for income tax, brings
France in line with most Western countries but comes
at a critical juncture for the Macron.

Over the past six weeks, “yellow vest” demonstra-
tors-so-called after the high-visibility jackets they
wear-have repeatedly clashed with police in Paris
and other big cities, plunging Macron’s presidency
into crisis.

The “yellow vest” movement began in rural France
over fuel taxes and quickly ballooned into a wider
revolt against the 41-year-old president’s pro-business
policies and perceived arrogance by low-paid workers
and pensioners. In mid-December, he attempted to
calm the rebellion by backtracking on a planned
increase in anti-pollution fuel taxes. He also announced
10 billion euros ($11.4 billion) in tax breaks and income
support for the low-paid and retirees, setting back his
deficit-reduction drive in the process.

Since then the protests have appeared to lose steam.
In his New Year’s address to the nation on Monday,

Macron vowed to resume his reforms programme in
2019, including trimming the sprawling public sector
and shaking up the unemployment and pension sys-
tems, all potential political minefields. — AFP
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Macron govt on tenterhooks as 
new tax regime takes effect

Pay-as-you-earn tax system could fan flames of a revolt 

AMIENS: People wearing yellow vests (gilets jaunes) hold placards reading “Macron is the president of the
riche) (left) and “Let’s go get Macron” as they take part in a demonstration in front of the tax center in Amiens,
northern France, during a visit of French Minister of Public Action and Accounts yesterday. — AFP

French new 
car sales up
PARIS: The sale of new cars in
France increased nearly three percent
last year, but the market for diesels
was markedly down, the French
automakers’ association (CCFA) said
Tuesday.

A total of 2,173,481 private cars
were first registered last year, in line
with automakers’ expectations.

France’s PSA and Renault saw
sales jump by 8.32 percent over the
previous year while foreign car sales
dipped 3.44 percent. Renault was up
2.48 percent, boosted by its Dacia
low-cost subsidiary whose sales
soared by 19 percent. PSA with

698,985 new registrations was
climbed 13.36 percent. Much of the
increase was due to the takeover of
Opel from US giant General Motors.

Toyota sales rose 9.93 percent,
Fiat-Chrysler 12.67 percent and
Hyundai 16.54 percent. But the
Germans Volkswagen and BMW
were down 1.1 and by 3.21 percent
respectively. The CCFA estimated
that the share of diesel cars was
down from 47.3 percent in 2017 to
less than 40 percent last year, a
result of increasing fuel costs and
possible future traffic restrictions in
major cities.

In 2012, when diesel sales were at
their peak in France they represented
nearly three out of every four cars
sold. The sale of electric or hybrid
cars increased by only six percent,
with petrol-powered engines still
very much leading the market. — AFP 

In abject poverty, 
Cambodia’s 
farmers fight 
debt bondage
PHNOM PENH: Bopha should be in school
but instead toils seven days a week in a sear-
ing brick kiln on the outskirts of Phnom Penh-
a 14-year-old trapped in debt bondage in a
boom industry preying on the poverty of
Cambodia’s farmers. Unpredictable weather
linked to climate change is laying waste to
Cambodian fields.

Saddled with debt from failed harvests,
tens of thousands of farmers are turning to
brick factories, where owners pay off their
bills in exchange for labor. The factories feed
a surging construction sector, with high-rises
cropping up around the capital Phnom Penh
and beyond as money-much of it from China-
pours in.

But for the farmers who shape and bake
the clay bricks, Cambodia’s newfound urban
prosperity has passed them by. “I’m not going
to school, I’m trying to help pay back the
$4,000 that we owe, even if it will take
years,” Bopha told AFP, as she loaded clay
blocks on to a cart.

“For 10,000 bricks transported, we receive
$7.50.”

Cambodian labor law prohibits those aged
12-15 from working if the job is hazardous or
interferes with their education. Yet Bopha
works all week with her family.

They were driven into the industry two
years ago after drought ruined their rice har-
vest, leaving them with no way of paying back
money they borrowed to plant crops.

A factory owner took over the debt and
they went to work in the kilns about an hour’s
drive from the capital. There, a dirt road lead-
ing to the sprawling facility is lined with hun-
dreds of kilns resembling small pyramids.

Bopha and her family are likely to be
trapped for years as they try to clear their
debts, in what campaigners warn amounts to
modern-day slavery.

Like most workers interviewed for this arti-
cle they asked that their full names not be

used for fear of losing their jobs. The
University of London said in an October study
that brick factories in Cambodia were creat-
ing a “multi-generational workforce of adults
and children trapped in debt bondage-one of
the most prevalent forms of modern slavery in
the world”.

And the link between climate change and
debt bondage is stark, explains Naly Pilorge,
head of Cambodian rights NGO Licadho.

“Many industries around the world employ
climate refugees,” she said. “But what is
unique in the brick factories in Cambodia is
that the vast majority of workers are impris-
oned in debt bondage.” Compensation is not
enough to pay off debts quickly, and the
workers become virtual prisoners of owners
who do not let them leave until they pay what
they owe-with some living there indefinitely.

‘They ignore their rights’ 
Sov will soon be able to take a two-day

holiday to return to her village in Stung Treng
province in the north. But her husband and
children must stay at the factory. “The boss is
afraid we will run away without paying,” she
said, standing in a maze of bricks.

She started working at the factory two
decades ago with a debt of $2,500. Now, at
57, she owes double that due to medical treat-
ments and the cost of raising her children.

“I will have to leave this debt to my chil-
dren,” she said. Many workers have persist-
ent health problems because of the smokey
kilns, where men and women graft without
gloves and masks. Complaints about respira-
tory or skin diseases, headaches and nose-
bleeds are common.  

Dim Phally, 31, works in Thmey village with
her husband. They have two kids.

When they went to borrow money, they
were told by the brick factory owner to sign a
document and pose for a photo holding the
funds. The contract says they have to pay
back double if they try to escape. She still
owes $1,500. “I hope I can repay the owner
and leave this place,” she said.

Kiln workers have little recourse if abuses
occur. Sok Kin, president of the Building and
Wood Workers Trade Union of Cambodia, said
bosses can be violent, but he cannot recall a
case where any were prosecuted. As for the
workers, “they don’t understand their rights
and are afraid of losing their jobs”. — AFP

PHNOM PENH: This photograph shows Cambodian laborers unloading bricks at an under-
construction luxury high-rise building complex in Phnom Penh. Saddled with debt from
failed harvests, tens of thousands of farmers are turning to brick factories, where owners
pay off their bills in exchange for labor. — AFP

Big IPOs eyeing
a brittle Wall
Street in 2019
NEW YORK: Investors have been priming
themselves for a potentially huge influx of
companies selling stock to the public for the
first time, led by ridesharing game changers
Uber and Lyft, but the outlook is more
uncertain with the vicious return of volatility
to the market.

For companies trying to raise capital,
volatility is the enemy. “We enter 2019 on
uncertain footing,” said Renaissance Capital,
a research firm focused on initial public
offerings (IPO).

The market is coming off an outstanding
2018 for stock offers, with 231 companies
going public and raising $61 billion, the best
year since 2014 when Alibaba entered Wall
Street, according to Dealogic. 

But financial markets have been on a
roller-coaster of late, generating questions

about whether conditions are right for
more IPOs. Angst over higher Federal
Reserve interest rates and projections for
slower global growth have been the key
factors behind the swoon in December by a
market already unnerved by escalating
trade tensions.

IPO activity through the first 10 months of
2018 topped 2017 levels by 42 percent, but
tumbled 66 percent in the final two months of
the year as stock markets gyrated. 

Several offerings that planned for the end
of the year were pushed into 2019, according
to a person with a major exchange. Volatility
is “definitely a priority in terms of IPO con-
versations,” said this exchange source.

Too much volatility? 
Waiting in the wings and expected to

launch in 2019 are several prominent “uni-
corns”-a private company worth more than
$1 billion. This group includes ridesharing
service Lyft, which filed confidential papers
to go public, and its archrival Uber, according
to US business press. 

Others that are expected to go public
include the lodging service Airbnb, messag-
ing service Slack, content website Pinterest

and data analytics company Palantir. Market
specialists are confident these firms should
be better equipped to navigate the more
challenging environment given their size.

“Volatility is one of the key factors when
companies plan for their IPOs,” said Jeff
Thomas, who supervises introductions of
IPOs at Nasdaq.

Companies have even been known to
accelerate a plan to go public if they antici-
pate even greater volatility down the road.
Still, the market turmoil could affect how
much money companies raise. “If current
market conditions presage a US economic
slowdown in 2019, investors may want to
haircut valuations to incorporate slower
earnings growth,” said Nicholas Colas, co-
founder of DataTrek Research, who noted
that Uber, Lyft and Airbnb are all dependent
on consumer spending, while Slack and
Palantir rely on corporate spending.

“None have been tested by a US recession
in their current forms,” Colas said.

“Bankers and lawyers are definitely aware”
of the spike in volatility, said Douglas
Ellenoff, a securities attorney. But stock mar-
ket jitters won’t derail offerings as long as it is
“moderate.” — AFP


