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Socialists
may revive

sell-offs

Europe’s left unites 
to confront the euro

What’s up their sleeves? French Communist leader Robert Hue (left) and Socialist Prime Minister Lionel Jospin have yet to explain how they will resolve their differences in government

Victor
Smart

Political 
editor

Bourses tremble in fear of EMU delay
Melanie Bien

and Chris Butler

INSIDE BATTLE FOR THE EURO p2 & 3  w SEVEN DAYS p4 & 5  w COMMENT p6 & 7  w FEATURES p8-11
SPORT p12-14  w WEATHER MAP p14  w BUSINESS NEWS p15-16  w BUSINESS FEATURES p17-28

TTHHEE BBAATTTTLLEE

FFOORR TTHHEE

EEUURROO

FRANCOIS MORI
PRESIDENT Jacques Chirac’s
decision to call snap elec-
tions has spoilt the party for
at least half a dozen French
state-controlled companies
that were looking forward to
the transition to the private
sector under Alain Juppé’s
government.

At France Telecom, the
invitations had been printed,
the champagne was on ice;
the world’s fourth largest
telecommunications giant
was just waiting for the for-
mality of the centre-right
coalition’s securing another
five-year majority to start
the fête. And then the
Socialists with their Com-
munist allies strode back
into power on 1 June to ruin
everything – five days before
the share price was to have
been issued.

But despite repeated
claims by the left that the
privatisations of France
Telecom, defence electron-
ics giant Thomson-CSF, Air
France and others would
come to a halt, there are
signs that the new govern-
ment may be forced into a
rethink.

France Telecom’s cancel-
lation of its vast advertising
campaign the day after the
left’s shock win was the first
clear sign that the sell-off
would be at least postponed.
And on 3 June Michel Bon,
the France Telecom chair-
man, confirmed to employ-
ees that the privatisation
had indeed been “sus-
pended”.

However, scrapping the
privatisation altogether
would leave the new govern-
ment in a delicate situation.

The sale of 30 per cent of
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company was expected to
raise Ffr30 billion-50bn
($5bn-8bn) for state coffers,
which had been earmarked
to refloat other state-sector
companies in financial diffi-
culty with a view to privati-
sation. That requires an esti-
mated Ffr40 billion.

Without the windfall from
France Telecom, the govern-
ment will be left looking
elsewhere for the money at a
time when budgets have
already been pared to the
bone to meet the economic
convergence criteria for
European monetary union.

“If the Socialists don’t pri-
vatise France Telecom, they
are going to have to find the
revenues to recapitalise the
other companies elsewhere,
probably through the
deficit,” said Joanne Perez,
economist at Merrill Lynch.

Jospin said his first task
was to carry out an audit of
state budgets, scheduled to
begin on 9 June, in order to
“finalise the financing of our
initial measures”.

Jean Arthuis, the outgoing
finance minister, has insis-
ted that France is on target
to meet the permitted deficit
of three per cent of GDP
this year. But it is estimated
that the deficit has already
drifted out to around 3.4 per
cent, with some sources
putting the figure as high as
3.8 per cent, compared with
4.2 per cent last year.

The shortfall on last
autumn’s budget predictions
is somewhere between Ffr40
billion and Ffr64bn. Since 
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’re miles away,
HE Socialists’ victory in
France puts Europe’s left-of-
centre governments, which
now dominate the continent,

on collision course with the strict
conservative criteria laid down for
monetary union in the Maastricht
treaty. The refusal of Europe’s
people to suffer any more austerity
for the sake of a single currency
has become the biggest threat to
the euro.

Lionel Jospin’s election as
French prime minister, hard on the
heels of Tony Blair’s landslide in
Britain, brings centre-left govern-
ments of various hues into power
in all but two of the 15 European
Union (EU) countries. 

The jubilant left believes that it
has tapped into a new public mood
across the EU, with its most recent
and powerful expression surfacing
in the French parliamentary elec-
tions. Left-wing parties say they
are capitalising on the desire to
ditch the financial disciplines of
Maastricht, designed to produce a
hard euro, and opt instead for a
softer, but less stable, European
currency.

The German government, still
under conservative control, along
with the Bundesbank and other
central bankers who conceived the
euro as a deutschmark-hard cur-
rency, are faced with a rearguard
action to fight off the left’s
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challenge. The new French
Socialist government indicated this
week that it wants Europe to act as
one in the coming months, not for
a final push to meet the Maastricht
criteria but to inject a shot of
Keynsian-style reflation to create
jobs. The franc fort will be suc-
ceeded by a softer euro social. 

The political mood to change
direction is becoming Europe-
wide, with the enforced stringen-
cies of Maastricht turning the
treaty into a recruiting sergeant for
the left.

Jospin’s triumph is part of a gen-
eral leftwards shift across Europe.
Nine out of 15 European Union
prime ministers are now Socialist.
Four other governments have a
large left-wing presence. Only
Germany and Spain remain right of
centre. 

Göran Persson, Sweden’s
Socialist leader, claimed: “The left-
wing wave is sweeping Europe.” 

Some centre-left administrations
are, of course, pinker than others:
Jospin has been elected on an
unreconstructed tax-and-spend
platform, while Britain’s new
Labour leader, Tony Blair, is to the
right of many Christian Democrats. 

But the leftward swing is unmis-
takable, and it threatens the labour
market and other economic
reforms which most businessmen
and international commentators
regard as essential if Europe is to
compete in the next century.

Germany’s Social Democratic
Party naturally labelled the French
election result as an unstoppable
trend: it hopes to unseat
Chancellor Helmut Kohl next year.
The party’s European spokesman,
Heidemarie Wieczorek-Zeul, said:
“John Major has gone. Alain Juppé
has gone. Kohl will go soon.”

John Stevens a pro-EMU British
Conservative MEP, commented:
“The lurch to the left shows a gen-
eral refusal of Europeans to be
tough on themselves. I saw EMU
as a way of breaking down rigidi-
ties. But rather than face up to
economic globalisation, the mes-
sage they are sending is that they
prefer governments who will
featherbed them.” 

Not all centre-left governments
are hostile to the concept of a sin-
gle currency. The attitude of the
French Socialist Party is deeply
ambivalent. Jospin reminds every-
one that he supports monetary
union and was even involved in
Maastricht. But as prime minister
he looks like willing the end of
monetary union while reviling the
means. The party’s Communist
allies, who oppose the single cur-
rency outright, have still refused to
clarify how they intend to manage
their differences in government.

“We may remain in the dark until
the budget becomes a projet de loi
in the middle of next month. Rem-
ember that a few weeks ago the
Socialists themselves never imag-
ined they would be in office,” said
Maurice Fraser, visiting fellow at
the London School of Economics. 

OBODY in Paris was in
much doubt, however, that
the Jospin government
would eschew a fresh round

of belt-tightening on the French to
meet the Maastricht convergence
criteria, even though France’s pro-
jected budget deficit for 1997 is
well above the treaty’s three per
cent limit.  

“The Socialists are for Europe
but against the monetary funda-
mentalism of the president of the
Bundesbank,” commented Henri
Emmanuelli, a leading Socialist.

Where that leaves the new gov-
ernment is not clear. The monetary
union blueprint set out in the

N

Maastricht treaty six years ago was
the brainchild of two leading
French Socialists: one was the late
French president, François
Mitterrand, and the then Commis-
sion president, Jacques Delors,
now tipped by some for a return to
French domestic politics. 

According to Graham Bishop, an
economist at Salomon Brothers
and adviser on monetary union to
the Bank of England: “The original
convergence criteria were not
exactly back-of-the-envelope calcu-
lations but they were fairly arbi-
trary. Significantly, they were con-
tained not in the main body of the
treaty but in a side protocol. 

“Certainly, there was no eco-
nomic theory which said that the
limit on budget deficits should be
three per cent of gross domestic
product rather than 2.5 per cent,
say, or 3.8 per cent,” said Bishop.

But the Germans have regarded
themselves as the guardians of fis-
cal rectitude. The euro was to be
deutschmark-hard and run by a
Frankfurt-based central bank as
unbending as the Bundesbank. As
late as last December, Bonn
insisted on a new stability pact to
police how governments run their
economies after monetary union is
achieved.  

Theo Waigel, the long-serving
Continued on page 2
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MONETARY union must go
ahead on time to avoid a col-
lapse on Europe’s bourses
and foreign exchange 
markets, say analysts and
traders.

Norman Williams, chief
European economist at
BZW, said: “Delay is not an
easy option. It would not be
at all credible, especially as
the date has already been
put back once. The over-
whelming feeling remains
that EMU will start on time.”

Political developments in
Germany and France –
Bonn’s dispute with the
Bundesbank over the revalu-
ation of gold reserves and
the new Socialist govern-
ment in France – will lead to
pandemonium on Europe’s
bourses if they bring delay
to the planned timetable for
1999 implementation. Jerry
Evans of Swedish invest-
ment house Enskilda Secur-
ities believes “EMU failure
will lead to share prices
crashing by 15 per cent and
precipitate a bear market
that lasts for at least a year”.

In this atmosphere of
uncertainty, currency specu-
lators are warning that a
potential crisis is looming
for the deutschmark, until
now regarded as one of
Europe’s strongest curren-
cies. EMU economist
Michael Lewis at Deutsche
Morgan Grenfell, said: “In
six months time the
deutschmark will look a
much stronger bet, as inter-
est rates will be more sup-
portive. Until then, avoid it.”

Alessandro Marini, cur-
rency economist at Morgan
Stanley, also remains scepti-
cal about the deutschmark
in the short term. “Investors
should be buying sterling
and the dollar, which have
strong economic founda-
tions and drive up the cur-
rency,” she said. “Rising
interest rates in both these
countries are helping to
make them stronger.”

The deutschmark fell
against the franc, lira and
peseta this week, as traders
worried that it would be
sucked into a weak euro. It
made some recovery after
the German government
backed down in its dispute
with the Bundesbank over
revaluation of gold reserves
– a government device
aimed at helping Germany
meet the Maastricht criteria
for joining a single currency.
This lifted European bond
and stock markets, because
a victory for the Bundes-
bank points to tougher mon-
etary union. But Germany is
still faced with the problem
of raising a shortfall as high
as Dm20bn ($11.6bn), as
the loss of the gold reserves
“profit” means it has little
chance of meeting the crite-
ria without spending cuts or
tax rises.

The franc tumbled imme-
diately after the Socialist

Continued on page 3
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Flexibility in Paris  w Caution in London  w Waiting game in Rome 

Communists dance to
a new party two-step

Blair faces a
clash on jobs

Victor Smart predicts
a fallout in old and

new socialist priorities

The hard left in Paris
has yielded to a fresh
coalition pragmatism,
writes Julian Coman

Prodi: support from Jospin

Blair: more jobs, but not at the expense of fiscal rectitude Prodi
takes

comfort

New bloom: Jospin’s supporters celebrate the left’s election win. This time Communist partners may be less troublesome

EDITING
THE triumph in France of
the old-style left is a mixed
blessing for Britain’s New
Labour which parades its
pro-business credentials.
Indeed, unless Tony Blair
succumbs to pressure to go
slow on measures such as
labour market flexibility, he
must steel himself for a
showdown with the French.

That may come as soon as
the mid-June Amsterdam
summit when the new
French prime minister,
Lionel Jospin, will demand a
tough employment chapter
in the new European Union
treaty as a price for staying
in the monetary union game.  

There are minor benefits
for Blair of Jospin’s success.
The uncertainty in France
over the launch of the euro
(coupled with the turbulence
in Germany) takes some of
the urgency out of the deb-
ate on Britain’s participation
in the single currency. 

But monetary union is not
yet proving a highly divisive
issue within Labour’s own
ranks. And Blair knows that,
with delay of EMU more
likely than outright postpone-
ment, Britain cannot duck a
decision indefinitely.

Another plus is that the
tensions between Christian
Democrat Germany and
newly Socialist France cre-
ate a diplomatic opportunity
for Britain. The foreign sec-
retary, Robin Cook, har-
bours desires to build a
more triangular alliance
between London, Bonn and
Paris. But here too, Britain’s
expectations must be low.
Memories of the perfidious
Albion under the Tories are
still fresh. And in Amster-
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Jospi
dam Britain will have almost
as many sticking points on
such things as border con-
trols as the previous Con-
servative administration. 

So the real crunch may
come on the supply-side
reforms which New Labour
wants to entrench in the
economy. Blair has made
labour market flexibility his
lodestar, promising a joint
G-8 initiative with President
Bill Clinton. He has also
appointed Sir David Simon,
the former BP chairman, as
a minister to promote com-
petitiveness across Europe. 

By contrast, the French
left scarcely pays lip service
to loosening up job markets.
Unless Jospin in government
lurches in a free-market dir-
ection, he will demand mea-
sures on jobs and growth to
create a “social Europe”. 

True, Blair has agreed the
social chapter. But, in real-
ity, Britain has taken a sign-
but-neuter stance on this
and the proposed new empl-
oyment chapter. London
certainly does not want the
social chapter to become a
new burden on business. 

On the employment chap-
ter Britain is allied with cen-
tre-right Germany in oppos-
ing anything that would bind
governments to create jobs
at the expense of fiscal rec-
titude. Jospin, a devotee of a
soft euro, might consider
that Blair’s most radical act
has been to hand power to
Britain’s central bank. 
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n’s allie
N THE night of the
French left’s stunning
election victory, as
Communists and

Socialists danced together
outside Parti Socialist head-
quarters on the Boulevard
Saint-Germain, one Comm-
unist trade unionist refused
to succumb to the collective
delirium.

“There’s no way we will
give the Socialist politicians
a blank cheque. We’ll be
watching them and whip-
ping them back into line if
they don’t stick to their
campaign promises,” said
Jacques Renard, a member
of the hardline civil service
union.

This kind of bloodthirsty
radicalism has unnerved
social democratic govern-
ments for decades. But as
the century draws to a close,
it has really become a mat-
ter of form. The only mass
Communist Party in western
Europe to keep its name
after the fall of the Berlin
wall is likely to drop residual
Marxist etiquette in govern-
ment, however much the
rank and file may grumble.

Under Robert Hue, the
pragmatist who has led the
French Communist Party
(PCF) since its 1994 con-
gress, the party has begun
to emerge from the baleful
and dogmatic influence of
its previous general secre-
tary, George Marchais. 

Where Marchais sought to
blame the catastrophic
decline of French commu-
nism on socialist betrayal in
the early 1980s – the last
time the PCF had a role in
government – Hue has tried
to modernise the party. 

The pretensions to lead
the French left, which
became comical as PCF sup-
port dipped below ten per
cent, have been dropped,
and there is a new openness
to alliances. During the elec-
tion campaign Hue even
managed to persuade the
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party, against tradition, not
to put up candidates in
every constituency, giving
Jean-Pierre Chevènement’s
Citizen’s Movement a free
run in certain seats.

That flexibility extended
to negotiations over the
revival of a communist-
socialist alliance in govern-
ment. The PCF campaigned
on a platform of opposition
to the single currency, an
immediate eight  per cent
rise in the minimum wage, a
halt to privatisations and
reduction of the working
week, with no pay cut.

But, rather than insist on
concrete measures as a con-
dition for Communist partic-
ipation in Jospin’s govern-
ment, Hue has preferred to
talk of general guarantees of
policy direction. The impres-
sion is that Hue’s decision
to participate went through
at party level on the nod. 

Before recommending
acceptance of a role in gov-
ernment, the PCF’s national
.95
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committee announced that
communist views had been
“satisfactorily” taken into
account during talks with
the Socialists. For his part,
Socialist leader Lionel
Jospin has promised to
show “strong signs” of com-
munist influence, but
stressed that the new gov-
ernment planned to hit the
ground walking briskly,
rather than running at the
pace of its most radical
allies. Immediate wage
increases are unlikely.

The absence of detail indi-
cates that neither coalition
partner wants to waste what
is an astonishing electoral
windfall. Crucially for the
alliance, Hue’s PCF is not in
a position to aspire to any-
thing other than a bit part in
government. Its reduced
ambitions may ensure that
the far-left histrionics of the
1980s, when Marchais
ordered four Communist
ministers out of Mitterrand’s
government, will be avoided.
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Fence-sitter: Göran Persson
The best place to look for
a model of the coalition to
come is probably Nineties
Italy. Rifondazione Comm-
unista, the rump Marxist
party which emerged from
the demise of the old PCI,
has been using a similar
position of influence to goad
Romano Prodi’s Ulivo
administration leftwards. 

While not participating in
government, Rifondazione
MPs have tried to make
Prodi’s life a misery in par-
liament, where he depends
on their votes. The rebellion
has never happened, but the
threat of one has earned
concessions, omissions, and
revisions of legislation. 

Hue will attempt to play
Roman politics in Paris,
compromising where neces-
sary but retaining influence
on general policy. Given that
Jospin’s anti-austerity eco-
nomic platform converged
with large swathes of PCF
policy, that may not be an
impossible task on many
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Left unit
issues. But European inte-
gration, which nailed Alain
Juppé’s government to the
cross, may exact a similar
price from its replacement. 

Hue and Jean-Marie Le
Pen of the Front National
have long been the twin
Cassandras of French poli-
tics on EMU, arguing that
the social price is too high
to bear. Hue, unlike Jospin,
campaigned hard against the
Maastricht treaty during the
1995 presidential elections. 

While Le Pen waits for the
gathering storm on the
French right to break, Hue
has the chance to make his
presence felt on policy. The
PCF has consistently argued
for a new referendum on the
single currency. Jospin,
knowing that an anti-euro
vote would be probable,
cannot agree to that. 

Finding common ground
here will be the key to a suc-
cessful coalition. That, how-
ever constructive the start,
is easier said than done.
Saudi Arabia ..............................Rials 16.00
Singapore ........................................S$ 7.00
South Africa ................................Rand 9.95 
Thailand...........................................Baht 75

alist re

es again
THE Italian government has
spent the past two weeks
torn between horror at the
prospect of the euro being
delayed, and delight at the
sight of politicians from
Germany rather than Italy in
the euro dock, writes Chris
Endean in Rome. 

It seems to have decided
to use the Franco-German
discomfort as a chance to
show its own economic cre-
dentials in a better light.

The premier, Romano
Prodi, can take comfort
from the French election.
Lionel Jospin is on record as
supporting Italy’s participa-
tion in EMU from the start,
and is likely to show greater
flexibility to let that happen.
This will be needed on the
criterion that public sector
debt must not exceed 60 per
cent of GDP – Italy’s is 121
per cent.

Sergio Romano, the politi-
cal commentator, said:
“Other member states need
to be convinced that Italy
has set in motion the mecha-
nism to reduce the debt, or
they are going to remain
very worried. Jospin is likely
to forgive Italy past sins.”

When Italy left the
exchange-rate mechanism in
1992 and devalued the lire,
European business suffered.
Portugal’s shoe industry was
virtually wiped out by cheap
Italian imports. “Today,
French businessmen are ter-
rified of the prospect of Italy
being left out of EMU,” said
an economic analyst in Italy.

The Italian Foreign
Minister, Lamberto Dini,
said on 3 June that he would
be surprised if the EMU
launch were delayed, and
that Italy was committed to
the project.
solve

THERE will be no honeymoon for Lionel
Jospin, the new Socialist prime minister
of France, writes Anne-Elisabeth
Moutet in Paris. His party has the most
seats in the national assembly but falls
15 short of the 289 absolute majority, so
he will have to rely on his Communist
and Green allies (who have 38 and eight
seats respectively) to implement policy.

Already, both are making demands
that test the left’s commitment “not to
make mistakes this time”, as Jospin put
it minutes after he knew he had won.
“Jospin may find himself in the posi-
tion of Léon Blum, the Popular Front
prime minister in 1936, with only qual-
ified support from the Communists,
who could drop him in his hour of
need,” predicts Bruno d’Andigné of
Centre des Recherches Politiques, a
conservative think-tank.

Among Jospin’s first key measures
are an audit of France’s finances and
of the social security finances, to be
conducted immediately. Despite the
painful Sécurité Sociale reforms of
Alain Juppé, the defeated prime minis-
ter, which caused the 1995 strikes, the
system is expected to be in the red to
the tune of Ffr60 billion ($10.5bn). 

Jospin, 59, and an austere
Protestant, who remarried three years
ago to a philosophy don, has no per-
sonal fortune and a reputation for great
integrity which helped him in the pre-
vailing anti-sleaze mood. He emerged
intact from the various financial scan-
dals that tainted the left under François
Mitterrand’s second term.
After his narrow defeat in the 1995
presidential election, Jospin rebuilt the
party by questioning many Mitterr-
andist assumptions. And he quietly got
rid of cronies of the former president
such as Michel Charasse, who used to
be budget minister, and Roland
Dumas, the former foreign minister.
Some call him the “diesel engine”
because he needs to make a decision.

Columnist Jean Harcourt of the
authoritative financial daily L’Agéfi
said: “The Socialists face several
crucial tests of their credibility. There’s
the projected closure of Renault’s
Belgian plant at Vilvoorde, which has
become something of a European
cause célèbre. 

“The Communists want to hold
Jospin to his rash promise of reversing
the closure – made two months ago
when the Socialists had no prospect of
coming back to power soon. Its deci-
sion will be a major influence on for-
eign investors holding French stocks.”

The keyword for the Jospin govern-
ment is “plural” with Communists and
Greens included. It also includes lead-
ing personalities such as Jacques
Delors’s daughter Martine Aubry,
Dominique Strauss Kahn, the former
Communist economist Alain Lipietz,
now a Green, and leading Socialist
MEP Elisabeth Guigou. Delors, the
most popular Socialist politician in the
country, declined to take a cabinet
post, but said he would happily accept
a special mission to steer France into
the European single currency.
st euro

MONTHS of speculation
were ended by the Swedish
premier, Göran Persson, on
3 June when he ruled his
country out of participation
in the first wave of the pro-
posed European single cur-
rency in 1999, write
Gunilla Kinn in Stockholm
and Sam King. 

Persson said his ruling
Social Democratic Party
(SDP) government made the
decision because of lack of
public support for the single
currency and the shaky and
uncertain state of the project. 

T h e a n n o u n c e m e n t
strengthened his domestic
political position by uniting
his party, bitterly divided
over the issue of Europe. It
also helped to keep on board
the anti-Economic Monetary
Union (EMU) Centre Party –
his minority government’s
unofficial coalition partner,
and it should boost his
party’s approval rating
among Sweden’s Euro-
sceptic public.

Persson’s announcement
was no surprise. With a poll
last month showing only 26
per cent of the population
and 44 per cent of his party
in favour of joining EMU, he
was aware of public and party
disillusion with Europe. 

But he carefully left open
the possibility of member-
ship later. The decision, he
stressed, “did not close the
door on future member-
ship”. He thus satisfied pro-
Europeans, including the
business community. “Perss-
on is trying to sit on all the
chairs at the same time,”
commented the business
daily Dages industri. Nev-
ertheless, the decision
caused the Swedish krona to
strengthen and analysts said
the trend could continue in
the short term. 

The SDP’s executive com-
mittee will recommend to its
September party conference
a “wait-and-see” policy,
designed to hold off Swedish
entry until EMU is up and
running, and the benefits of
a single currency can be
determined.

The euro was threatening
to become the dominating
issue of next year’s general
election. The SDP is level
pegging with the largest
opposition party – the pro-
euro, conservative Moder-
ates, which is expecting to
rise in the polls with the
return from Bosnia of its
strongly pro-Europe leader,
Carl Bildt.

Persson has also promised
a general election or refer-
endum on EMU if his party
were to decide, at a future
date, to recommend entry.
This leaves him free to con-
centrate on less contentious
matters in his bid for
another four-year term.

Lars Ryding, European
editor with the right-of-
centre Swedish daily,
Svenska Dagbladet, said:
“This is definitely a case of
‘The Party Comes First’ –
there was no question that
they would split their party
for the benefit of the
nation.”

But the Finance Minister,
Erik Aasbrink, is aware of
the price of delay. In a tele-
vision interview, he com-
mented: “We won’t be part
of the decision-making
process in a club where we
are not members.”

Meanwhile, in Brussels,
European Commission
President Jacques Santer
remained resolute about the
single currency. “I am very
confident that we will arrive
at monetary union,” he
promised. 

“With or without Sweden,
the plans are going on.”
Continued from page 1
German finance minister,
even turned it into meeting
an exact “3.0 per cent” bud-
get deficit criterion, rather
than a mere “3 per cent”.
“Three is three, and that is
how it is staying,” declared
the bluff Bavarian. He has
since been somewhat dis-
credited by his efforts to
revalue Germany’s gold.

As the war of the decimal
points raged, the left com-
plained that Brussels was
building a “bankers’ Eur-
ope”. Francesco Cossiga, the
former Italian prime minis-
ter, moaned that Maastricht
was an “accountant’s treaty
without a soul, written in the
offices of central banks”.
The renowned French social
theorist, Pierre Bourdieu,
said that the Bundesbank
president, Hans Tietmeyer,
had the obsessive mentality
of Mao’s Little Red Book.

When Bonn recorded a
staggering half-million jump
in its jobless figures this
January, it became apparent
that Waigel’s rectitude was
boomeranging, even in his
own land. Germany has sub-
sequently found itself in the
ludicrous situation of resort-
ing to creative accounting,
with its attempted revalua-
tion of its gold reserves,
while lecturing others about
fiddling the figures.

Then came the surprise
lurch to the left in France.
Romano Prodi, Italy’s prime
minister, was never in a suf-
ficiently strong position to
say the qualifying criteria
didn’t matter, though he
wanted to. Now the view of
the French Socialists seems
to be that it is not even
worth fudging them; better
simply to sideline them.

One eminent party figure,
Gérard Fuchs, said after the
election: “We are not asking
to relax the criteria. We
need to put growth first.
That’s something we can
achieve if all European gov-
ernments agree.” It is
unlikely that Bonn will.

Another source of future
tension is the new French
government’s distaste for
the German-inspired stabil-
ity pact, which would
impose hefty fines on coun-
tries which overshoot tight
monetary goals. Jospin’s
men have indicated they will
not approve this accord,
hammered out by European
Union leaders last December
and due for final approval
later this month at the sum-
mit in Amsterdam.

“We want to be sure that
sanctions will not be applied
it the main objectives are
not reached,” said François
Hollande, a Socialist spokes-
man. Instead, the French
now want to set up an “eco-
nomic government” for Eur-
ope which would counter-
balance the Bundesbank’s
rectitude with an expans-
ionist, jobs-oriented agenda.

If Jospin’s government is
determined to go down that
route, a clash with Germany
is inevitable. “It could unset-
tle public opinion in Ger-
many if there is a sense that
the politicians in France are
attempting to wrestle con-
trol over EMU away from
bankers,” said Martin
Brookes, an economist at
Goldman Sachs.

Even before Jospin falls
out with Kohl, France’s new
prime minister could be at
loggerheads with his presi-
dent. One seasoned France-
watcher, Warwick Lightfoot,
said: “The Fifth Republic is
an ungainly parliamentary
system with an overpowerful
presidency grafted on.
Chirac and Jospin are so far
apart, and their roles in
preparing France for the
single currency so ill-
defined, that the tensions
may be unsupportable.”

Some believe the 1999
deadline is already doomed.
David Marsh of investment
banker Flemings said: “The
question is not whether
EMU will be delayed but how
Chirac and Kohl announce
the decision to postpone. ”

Others disagree. Stephen
Yorke of SBC Warburg said:
“Nothing looks as if it can
stop EMU now. When these
guys hit an obstacle they
simply drive round or over it.”
Tunisia .............................................Td 3.75
UAE .............................................Dirh 16.00
USA .....................................................$3.00
Canada................................................$3.50
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Chancellor faces credibility gap w Climbdown on gold reserves 

Will EMU
be the

downfall
of Kohl?

Fudging the issue: Bundesbank president Hans Tietmeyer (left), rejected the revaluation of Germany’s gold reserves, thus forcing Chancellor Kohl into raising money by other means 

Only tax increases will
enable the Germans to

meet the deadline,
writes Tony Paterson

in BERLIN

KAI PFAFFENBACH
NCE described by
Helmut Kohl as an
asset so vital that it
would determine

“war and peace in 21st cen-
tury Europe”, the euro has
turned into a millstone
around the neck of Germ-
any’s coalition government.

Kohl’s government is con-
fronted with the near impos-
sible task of closing a yawn-
ing Dm18 billion ($10.6bn)
gap in its 1997 budget in
order to qualify for Euro-
pean Monetary Union.

In dropping its insistence
that the Bundesbank agree
to revalue gold reserves,
Bonn has managed at the
last minute to salvage the
credibility of EMU as a
whole. But, ironically, the
move has served only to
deepen budgetary problems.

“The coalition will do
everything in its power to
ensure that the timetable
and the criteria for a com-
mon currency are adhered
to,” insisted Kohl this week
during a stormy budget
debate. Yet it is becoming
difficult to see how Kohl can
achieve this objective.

Bonn’s bruised and bat-
tered finance minister, Theo
Waigel, must now find alter-
native means of containing
the budget deficit and at the
same time placate his liberal
Free Democrat coalition
partners, who are ideologi-
cally opposed to tax rises as
a way to solve the problem.

The liberals insist that the
government rely exclusively
on a major privatisation pro-
gramme involving the sell-
off of an estimated Dm10bn
worth of Deutsche Telekom
shares to close the budget
deficit. A further Dm3bn,
the government estimates,
could be saved through
extra budget cuts. In addi-
tion, Waigel is making stren-
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uous efforts to find other
government property and
assets to sell or privatise,
including Lufthansa shares
and the government-owned
Post Bank. However, the
move is likely to be fraught
with legal complications.

Financial experts also
question the effect of such
sell-offs in closing the bud-
get gap. “If Bonn were to
rely purely on privatisation
as a source of income, it is
difficult to see how such a
move would have any real
impact on this year’s budget
deficit, which in terms of
qualifying for Maastricht is
the budget deficit that
counts,” said a UBS eco-
nomic analyst, Richard Reid.

“Any income accrued from
privatisation would be too
late to have any effect this
year. It would only begin to
make an impact on next
year’s figures.”

Inevitably, Bonn’s failure
to live up to its pledge is
likely to increase public
pressure for change. The
Social Democrats, like their
French counterparts, see
themselves as the main ben-
eficiaries: “There is dissatis-
lists m
faction with the policies of
conservative governments
throughout the EU,” the
SPD’s Europe spokesman
Heidemarie Wieczorek-Zeul
told The European. 

“With the exception of
Spain, all the conservative
parties in Europe have had
to accept crippling defeats.
Juppé and Major had to go.
Kohl will follow them.” 

Significantly, the party’s
parliamentary leader, Rudolf
Scharping, pledged that the
SPD would end its internal
battles over the choice of a
candidate to run against
Kohl “within 48 hours” if the
coalition collapsed.

In the fall-out from the
Bundesbank gold row, pub-
lic oppposition to the euro
ay rev

CYAN
has leapt from 60 to 84 per
cent, according to opinion
polls. Another poll in Die
Woche published on 4 June
found that three out of four
Germans believed Kohl inca-
pable of dealing with the
nation’s financial problems.

Even if Waigel’s privatisa-
tion plan were to prove suc-
cesful, it is estimated that
the revenue gain would still
not be enough to close the
budget gap and that the gov-
ernment would be left a fur-
ther Dm7 billion in the red.

Michael Glos, parl-
iamentary leader of Waigel’s
Bavarian Christian Social
Union, said: “Without tax
increases, I cannot see how
we will qualify for EMU.”

Despite the FDP’s opposi-
ive se

MAG
tion to the idea, Waigel is
likely to be forced to revert
to his earlier plan, including
rises in VAT, and petrol,
tobacco and alcohol taxes.

“Whether he likes it or
not,” said Heiner Flassbeck
of the Berlin-based German
Institute for Economic
Research, “Waigel will be
forced to close the budget
deficit with a package of tax
reforms if he wants to qual-
ify for the euro. That will
not be good for the econ-
omy in the long term.”

The key question is
whether Germany’s liberal
Free Democrats will accept
such proposals. Less than
two years ago the party
faced the real possibility of
being wiped off the political
ll-offs

YELO BLCK
map following a series of
devastating electoral defeats
in regional and European
elections. There were gen-
uine fears that the party
would be superseded as the
third political force by the
increasingly successful envi-
ronmentalist Green party.

Under the new leadership
of Wolfgang Gerhardt, the
liberals managed to stage an
effective comeback in the
last Land elections in the
state of Baden-Württemberg
by campaigning on a plat-
form of Anglo-American
style economic liberalism.

In particular, the party
now seeks to promote itself
as a “no-tax increase party”,
and one of its central
demands is that the govern-
U
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of delay
ment abide by a commit-
ment to scrap the across-
the-board Solidarity tax
which is used to finance
German unification.

During this week’s fraught
negotiations with its CDU
coalition partner, the party’s
economic spokesman insist-
ed that the CDU “would
have to find another coali-
tion partner” if it wanted to
impose tax increases.

Yet with Germany’s bud-
getary predicament now
exacerbated by the govern-
ment’s climbdown over the
Bundesbank gold, the FDP
runs the risk of being turned
into a scapegoat for Germ-
any’s eventual failure to
qualify for EMU.

In German banking cir-
s tremble
 to the d
cles, however, the odds are
still  heavily in favour of
EMU happening on time,
even though recent events in
Germany mean that Waigel
will be forced to climb down
from his narrow “three per
cent is three per cent” inter-
pretation of the Maastricht
budget deficit criteria.

“We are not saying that it
is not going to happen,” said
Professor Norbert Walter,
chief economist of Deutsche
Bank. 

“The odds are about 65
per cent that it will start on
a broader basis with coun-
tries like Italy involved.
There is a 35 per cent
chance that it will not hap-
pen and most of the reasons
for that are in Germany.”
 in fear
eadline
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the Socialists have promised
not to raise taxes, they will
be seeking spending cuts.

However, the Socialists’
economic advisers are
reported to be trying to talk
Jospin round to what is seen
as the economic reality that
France Telecom will have to
open its capital to the mar-
kets sooner or later, an
opinion shared by analysts.
“The privatisation should be
pushed back three or six
months, not more,” said an
analyst at Meta Group. 

In the run-up to the elec-
tion, Jospin left himself mar-
gin for manoeuvre, saying
he would consult the
165,000-strong workforce.
Given the favourable share
offer they are likely to
receive, employees could
well come down for privati-
sation, and most analysts
predict that the sale will go
ahead, but at a later date.

The left is not expected to
reverse the decision by
Juppé’s government to lean
on France Telecom’s pen-
sion fund to reduce its 1997
deficit. Under the deal,
France Telecom is to trans-
fer Ffr37.5bn – equivalent to
about half a percentage
point of national output – to
the treasury by October
under a redrafting of its cor-
porate status. The move was
criticised, notably in Ger-
many, as a dubious account-
ing manoeuvre, but is
expected to stand.

“What’s done is done,”
said Pierre Guidoni, the
Socialists’ international sec-
retary, ahead of the election.

The Socialists have said
that with the possible excep-
tion of France Telecom, they
will return to the “ni-ni” pol-
icy in force under François
Mitterrand – neither priva-
tise nor nationalise.

In the party’s joint decla-
ration, thrashed out in April
after Chirac’s announce-
ment that he was to dissolve
parliament, the message is
clear: “Stop the privatisation
process of France Telecom,
Air France and Thomson.”

But the electorate which
has just given the left a con-
vincing mandate to tackle
unemployment and social
division does not see a halt
in privatisations as a priority
for the new government. A
poll for Le Monde in the
wake of the vote showed
only ten per cent of respon-
dents thought that freezing
privatisations should be a
government priority.

However, the fate of
Thomson-CSF looks gloomy.
The sale of the state’s 58
per cent stake, which would
have raised Ffr11bn-13bn,
was seen as a key element
for the restructuring of the
European defence industry.

The previous government
had promised a decision by
the end of June, but this is
certain to be postponed.
Similarly, the government-
inspired merger between
Dassault-Aviation and Aéro-
spatiale, ahead of the latter’s
privatisation, was to have
been announced at the Paris
Air Show, from 15 June.

Paul Quilès, the former
Socialist defence minister,
raised the possibility of
another form of restructur-
ing, involving Thomson,
Aérospatiale and Dassault.
The Socialists have in the
past been favourable to the
fusion of Dassault and
Aérospatiale, but not to the
latter’s privatisation. 

Shares in Thomson and
Lagardère, one the two
groups bidding for its con-
trol, plummeted 6.4 and
seven per cent respectively
on 2 June. 

Serge Tchuruk, chairman
of Alcatel-Alsthom, the other
French group competing for
Thomson, warned that the
government should not now
change tack. “The worst
course of action would be to
do nothing,” he said.

If that sale does eventually
go ahead, Alcatel may now
look better placed following
the departure of Juppé, who
favoured Lagardère’s bid. 

The government will find
itself in a double bind with
the privatisation list: it does
not have the cash to keep
lame ducks afloat indefi-
nitely, and under the terms
of European Commission
approval for previous rescue
packages – notably for Air
France and the insurer GAN
– privatisation was a condi-
tion. Air France, which
announced modest profits
last month for the first time
since 1989, had been
mooted for sale this year.

Which sell-offs survive the
change of administration
will not become clear until
the government’s policy
statement, which is due in
the week after the first ses-
sion of the new parliament
on 12 June. Union opposi-
tion to privatisation may be
a key factor for a govern-
ment likely to contain
Communist ministers.
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election victory and, des-
pite repeated intervention
by the French central bank,
reached a low of Ffr5.76
against the dollar before
rallying to Ffr5.82. Alth-
ough it is too early to say
what the new government
plans, putting more money
into the economy and cre-
ating extra jobs should
boost consumer spending
and be good for retail
shares and the market as a
whole. The stock market
moved the same way as the
currency, plunging by three
per cent immediately after
the election but recovering
virtually all the lost gains
within hours.

The reason behind stock-
market fears over a delay
in monetary union is that
expected growth in earn-
ings among European
Union companies would
not take place in a less
austere economic environ-
ment with higher interest
rates, wage costs and ris-
ing inflation. Many of the
factors that have driven
share prices to record lev-
els in Europe would disap-
pear overnight.

Dutch-owned investment
bank ABN Amro supports
this view, telling invest-
ment clients this week: “If
EMU blows up, the conse-
quences will be chaotic.”
Bank Gesellschaft Berlin
said: “If EMU is aban-
doned, we would expect
immediate turmoil on the
German stock market.”

The German, French,
Italian and Spanish stock
markets would be the
worst hit, while Britain
and Switzerland would suf-
fer less because they were
not expected to join EMU
anyway. Although there is
growing opinion that EMU
should be delayed, such is
the political drive behind
monetary integration that
a classic compromise may
allow France and Germany
to get away with fudging
their statistics to meet the
Maastricht criteria for
first-wave membership. 

But if France and
Germany are allowed into
EMU on flawed criteria,
there will be nothing to
stop Italy joining the likes
of Spain and Portugal in
the first wave, together
with another half-dozen
countries.

Whatever the outcome,
this week’s events height-
ened the risks of monetary
union, at the expense of its
opportunities. Until a deci-
sion is made, the volatility
in European bourses and
foreign exchange markets
looks likely to continue.
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SWEDEN

Bildt swaps peace for politics 

ARL Bildt is returning to the fray
of Swedish politics on a wave of
popularity. Absence makes the
heart grow fonder, but the for-

mer premier has not just been away –
he has been involved in a high-profile
job doing something his countrymen
see as worthy. He has been trying to
restore normality, and hope, to Bosnia. 

His return to Stockholm is awaited
with enthusiasm. “It’s like the return of
God,” said one journalist. So, as Bildt
finally snaps shut his Bosnia briefcase
and leaves his job as High Represent-
ative responsible for implementation of
civilian aspects of the Dayton peace
agreement, he is assured the warmest
of welcomes.

“There is a feeling of great expecta-
tion around Bildt from ordinary people
who are proud of his work in Bosnia
and who feel the government is not
doing a good job,” said one Swedish
political source. 

Bildt will doubtless capitalise on the
adulation as he prepares for a new
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domestic political fight. The prize is
the top job in Swedish politics, when
the country goes to the polls next year. 

There can be few better ways of
gaining kudos in Nordic countries than
through international peacebrokering.
Opinion polls show that Bildt is well
ahead of the stay-at-home Social Dem-
ocrat prime minister, Goran Persson. 

Last month, 42 per cent of Swedes
said they wanted Bildt as prime min-
siter, compared with 23 per cent for
Persson. A study to be published this
week will reveal Bildt has moved even
higher up the popularity league, while
Persson is in such dire straits that he
ranks below journalists in terms of
public confidence. 

But there is a paradox in the public
mood. While the voters say they want
Bildt, they quite categorically do not
want many of the policies espoused by
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his Moderate Party, which is just ahead
with a 32 per cent rating in opinion
polls. Most Swedes repeatedly tell poll-
sters they do not want to enter the
European single currency, nor do they
want increased welfare spending or
increased taxes. Bildt and other con-
servative Moderates advocate these
tough measures. 

The governing Social Democrats
have been adopting a wait-and-see
approach toward EMU for several
months, and on 3 June announced that
Sweden would not be among the first
countries to join the single currency. A
conservative government with Bildt at
the helm would be keen to jump in as
soon as possible, assured of enthusias-
tic backing from Swedish business. 

Big business has also been unim-
pressed by recent Social Democrat
moves to leaven the austerity drive,
begun during Bildt’s premiership, with
modest public spending increases.
Should Bildt regain power, this would
stop immediately. There would also be
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changes in defence policy. Bildt would
create a special ambassador to Nato. 

The question is whether he will get
the chance to put these policies into
effect. The conservatives are doing
well in the polls but will need the sup-
port of other parties to form a coalition
government. 

Bildt made political history during
his tenure as prime minister as the first
non-Social Democrat in modern times
to hold a coalition together for a full
term. In the 1994 election the con-
servatives actually gained more votes.
But the fall in support for their coali-
tion partners, the Liberal Party and
Centre Party, lost the conservatives
their chance of government.

Things have not improved. The Lib-
erals have a new leader, Lars Leijon-
borg, who has yet to prove himself.
The Centre Party, saddled with its
unpopular leader, Olof Johansson, may
vanish altogether. The only small party
which is gaining support is the ex-com-
munist left, which is hardly likely to
e French Elec
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enter a rightist coalition. Although
Bildt has kept up with local affairs by
reading Swedish newspapers on the
Internet, some observers wonder
whether he may fail to adapt and
address the necessary domestic priori-
ties after spending so long absorbed in
the problems of post-war Bosnia.

There has already been a taste of
this. when he was in Stockholm to col-
lect his European of the Year award
earlier this year, he snapped at a ques-
tioner who asked him about a local
political scandal. “I try to help people
who have had their homes burnt down.
Do you think I am interested in trifles
like this?” he said.

Bildt’s personal life has also been
the subject of speculation. A year ago,
while still in Bosnia, he and his wife
Mia filed for a divorce, but failed to
renew the application when required. It
is now assumed that Bildt will move
back with his wife and their two chil-
dren, Gunnel, seven, and Nils, five.
Unlike Persson, a committed family
tion 
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man who often eschews EU ministers’
meetings if they clash with holidays,
Bildt is a self-confessed workaholic: his
wife says she worries if he spends two
consecutive evenings at home. 

Bildt’s opponents predict that the
foreign glamour will soon become tar-
nished. “I think it will take only a day
or two before Carl Bildt comes ‘back to
basics’ and has to answer concrete
questions on Swedish politics,” said
Karl-Petter Thorwaldsson, Social
Democrat campaign manager. “Of
course he may maintain his interna-
tional profile, but voters tend to be
more interested in taxation and the
economy than in the Nato debate.”

Others welcome his return, and
believe it will redress the political bal-
ance. Hans Bergstrom, editor of the
liberal Dagens Nyheter,  said:
“Swedish politics has been strange
without Bildt. I hope that the debate
will now be a bit more spirited.” 

Birna Helgadottir and Gunilla Kinn
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“I’M not for turning,”
announced the Czech pre-
mier, Vaclav Klaus. Thus he
halted the slide of the
koruna which had begun in
anticipation of his imminent
resignation after he called a
special press conference.

Only hours after Milos
Zeman, the leader of the
opposition Social Demo-
crats, had announced he
would stage a parliamentary
motion of no confidence in
the government next week,
Klaus welcomed the chance
to take the political fight on
to the floor of parliament. 

It was, he said, time to see
“who has the endurance and
who doesn’t, and who are
just fair-weather players”.
However, his attempt to
“fight on” will require a dose
of inspirational leadership.

President Vaclav Havel
welcomed “the new resolute-
ness of Klaus”, a quality
which he said the cabinet
had lately been missing. Last
week’s short-term economic
measures drew very condi-
tional support from Havel,
who said they “lacked a
long-term strategy”.

Klaus assured Havel that
in the next month the gov-
ernment would draft a long-
term economic policy. But
in the meantime his cabinet
reshuffle was falling apart.
Two appointees pulled out
before the weekend, and the
final line-up includes two
dissidents-turned-diplomats,
the former ambassador to
Britain, Karel Kühnl, as
trade and industry minister,
and Jiri Grusa as education
minister. The ex-education
minister, Ivan Pilip, moves
to the finance ministry.

Pilip and Kühnl will be
entrusted with the task of
re-establishing confidence in
the economy, making bud-
get cuts and boosting exp-
orts to curb the current acc-
ount deficit, which reached
8.5 per cent of gross domes-
tic product last year.

The government acknowl-
edges that unemployment
could rise from 3.8 per cent
to six per cent, while infla-
tion is likely to rise from
eight to around 11 per cent.

The public sector – tar-
geted for a wage freeze – is
likely to suffer a wave of
strikes in the health service
and railways. Foreign invest-
ors’ confidence hinges on
uncoupling the big banks –
still largely state-owned –
from ownership of strategic
industries.

The Czech National Bank
chairman, Josef Tosovsky,
said on 26 May that after
spending $3 billion shoring
up the currency, the koruna
would now float more freely,
sustaining only a loose link
to the deutschmark. The
koruna immediately fell ten
per cent to Dm19.40. This
week it was hovering close
to Dm19.20. Nevertheless,
as soon as the Czech Nat-
ional Bank relaxes its high
interest-rate regime another
fall should follow, settling
closer to Dm21.

Klaus has to ensure his
100 coalition deputies, and
one independent, stand firm
in next week’s vote of confi-
dence in the 200-seat parlia-
ment. Indeed, the real threat
to his coalition lies within.
Josef Lux, leader of the
Christian Democrats, rarely
lets a day go by without
casting doubt on it.

After the koruna was
floated last week, he argued
for the imposition of import
tariffs on luxury goods and,
bizarrely, the freezing of for-
eign currency accounts.
Michael Zantovsky, leader of
the Civic Democratic All-
iance, rejected import tar-
iffs. Klaus said he would
consider them if the trade
balance didn’t improve. 

Consensus was achieved
and late on 28 May the three
coalition leaders agreed a
strategy including unspeci-
fied budget cuts, a public
sector wage freeze and the
proviso about import tariffs.

Lux, who openly contem-
plates a coalition with the
Social Democrats and has
lately acquired the nickname
“the snake”, will soon have
to decide where to throw his
slippery weight. If Klaus
falls in a vote of confidence,
Lux could find himself the
king-maker. Early elections
might give Zeman a boost
and spell the end of Klaus.

Jeff Lovitt, Prague
POPE John Paul II, looking
more frail than ever, has
waded into Poland’s gru-
elling debates over abortion
and the role of the Roman
Catholic Church in politics,
by warning about the dan-
gers of democracy “perme-
ated by liberal ideas”.

On an 11-day tour
through 12 Polish cities, he
has at times seemed like a
stern schoolmaster address-
ing worshippers whom he
considers his children.

From the moment he
stepped off the flight from
Rome into the Polish rain,
the 77-year-old pontiff has
been seen by millions. His
frail voice rose almost to a
shout during one homily in
Wroclaw, west of Warsaw,
as he emphasised a barely
disguised political message
during what many Poles fear
will be his last visit.

“Attempts are being made
to convince man and whole
societies that God is an
obstacle on the path to full
freedom, that the Church is
an enemy of freedom, that
she does not understand
freedom, that she is afraid
of it,” he said. His voice ris-
ing, he added: “This is an
unprecedented falsification
of the truth. Saying that the
Church is an enemy of free-
dom makes no sense, espe-
cially here in Poland. The
Church has proved many
times in the last 50 years
that it is the guardian of
freedom.”

When asked on another
occasion whether he was
disillusioned about recent
changes in Poland symbol-
ised by liberal abortion laws
and the government’s refer-
endum victory in favour of a
mainly secular new constitu-
tion, the Pope was quick to
reply: “Yes certainly.”

The Church in Poland had
said the Pope would not
enter the political debate.
But his visit takes place at
the start of campaigning for
September parliamentary
elections in which a coali-
tion of pro-Church parties
led by the Solidarity trade
union is running against ex-
communists in the Social
Democrat camp led by Pres-
ident Alexander Kwasniewski.

But this visit brought
none of the tension that suf-
fused past papal meetings
with communist leaders.
Kwasniewski appealed to
John Paul to help cool emo-
tions, and quoted the Pope’s
own words, that even the
most complex questions
could be solved by solidar-
ity: “We Poles need bridges
bringing us together, not the
building of walls which
divide us.”

Their meetings, said offi-
cials, set a “healthy, pleasant
tone” for the visit. Every-
where the pontiff has been
in his bullet-proof pope-
mobile the crowds, though
smaller than those during
communist times, have knelt
along the roadside, while
tens of thousands of people
have draped their windows
with Polish and Vatican flags
and papal portraits.
“There will never be a
Pope like him again,” said
Genowesa Glica, a woman
who camped overnight for
the papal Mass at Legnica in
southwestern Poland. “I
wanted to see him because it
may be the last time.”

During a meeting in
Gniezno with the presidents
of Germany, Poland, Lith-
uania, Slovakia, and Hungary,
he said Mass to mark the
martyrdom 1,000 years ago
of St Adalbert, a Catholic
icon of an undivided Europe.

He spoke of the Church’s
role in uniting Europe and
of his desire “to lead the
Church into the millen-
nium.” You have to beg God
on your bended knees that I
will be able to meet this
challenge,” he said. As the
crowd responded with
chants “we will, we will”, the
Pope looked close to tears.

Roman Rollnick
AT every public appearance during his
pilgrimage to Poland, Pope John Paul has
looked tired, frail, and ill. But the Vatican
has consistently refused to cast any light on
his condition. 

Close-up television footage has shown
the Pope shaking, particularly in his left
arm. Many have suggested he is suffering
from Parkinson’s disease. 

The pontiff brushes off concern. “See,”
he told a crowd at Wroclaw Cathedral, “I’m
still alive. I’ve just turned 77.” But recently,
John Paul has often grimaced as if in pain,
and he has had to cancel some public
appearances in Rome because of intestinal
problems and fevers.

On Christmas Day he suffered such a
wave of nausea that he had to break off
during his holiday wishes to a worldwide TV
audience, raising speculation that the
abdominal problems might be a recurrence
of a 1992 bowel tumour.
THE convincing victory of the left in the
French elections opens new perspectives
not only for France but for all of Europe.
In calling early elections, President
Jacques Chirac gave the public the
chance to state their opinion, and they
have opted for a new formula – the
cohabitation of a president from the
right with a government from the left.

The results are a great personal tri-
umph for the next prime minister, the
Socialist leader, Lionel Jospin. And a
clear disaster for President Jacques
Chirac who faces five complicated years
in office.

The left, which Jospin wants to build
around his Socialist Party, is not anti-
euro, but against the politics of sacri-
fice and social insecurity necessary to
meet the Maastricht criteria. His mes-
sage is that change must be accompa-
nied by economic growth and social
politics.

The swing to the left which seems to
be sweeping Europe should not thwart
co-operation between our conservative
government and its European partners –
especially when Jospin has declared

THE Spanish daily reflects on the con-
sequences of a Socialist victory.
himself emphatically in favour of the
inclusion of Spain and Italy in the euro.

LIBÉRATION

THE Socialists have at last become a
force for change, says the French daily.

THE most stupid right wing in the
world has bid farewell to France with
the worst-conceived piece of political
scheming and one of the worst election
campaigns ever seen.

The parliamentary right did everything
wrong. Its act of self-destruction will
have discredited the outgoing elite – if
the right runs its own interests as it ran
the country, it will be clear that there are
a couple of screws loose somewhere.

The electorate was looking for a solu-
tion to the government breakdown, an
alternative leadership. The Socialist
leader, Lionel Jospin, offered just that
and embodied that spirit throughout
this whirlwind campaign.

His victory is the first for the left with-
out François Mitterrand. It is also the
first time that the left has won legislative
elections without the stepping stone of
presidential power: it has truly become a
governmental force for change.

They owe it to Jospin. He knew he
had to adopt a style that is the antithesis
of the former prime minister, Alain
Juppé’s, with his arrogant management
of Chirac and indifference to campaign
promises. 

WALL STREET

JOURNAL
THE business daily asks if the single
currency still has a future.

PRESIDENT Jacques Chirac left the
door wide open, but it was French vot-
ers who invited the left back from the
political wilderness to lead a new gov-
ernment. It was a tactical mistake of
gargantuan proportions – and not just
for Chirac. 

If the Socialist leader, Lionel Jospin,
sticks to the outlines of his economic
programme, France is heading for a
major slowdown in economic reform,
with consequences for growth and
employment predicted by everyone
except the left’s own political leaders. 

All of Europe was watching this race.
If taken at his word, Jospin may well
put France on a collision course with
Germany over a single currency project
that is already springing leaks.

Chancellor Kohl is haemorrhaging
credibility over his plan to pad the bud-
get with profits from revaluing
Bundesbank gold reserves. He has put
his EMU dream ahead of the institution
Germans most revere – the Bundes-
bank. Having insisted that the conver-
gence criteria guarantee a “sound” sin-
gle currency, Kohl will find it much
harder to convince the public that his
desired monetary union can happen
without regard to these criteria and by
giving France the leeway a new
Socialist government may demand. Will
Germans give up their mark for a
Jospin-designed euro? Not likely.

IT is the right thing, but the wrong
time. The position of the Finance
Minister, Theo Waigel, may not seem
so objectionable from a legal point of
view, but his sudden grab for the gold
should nevertheless be condemned.

Waigel should immediately abandon

DIE WELT
THE German daily calls for a back
down over gold revaluation.
his plans to revalue the gold. It would be
more honest to admit that the Maastricht
Treaty doesn’t require perfection in its
monetary union criteria. 

If he doesn’t, the single currency as
well as the European Union will be in
danger.

LA REPUBBLICA
FOR President Chirac, the worst is yet
to come, suggests the Italian daily.

IN 1995 Jacques Chirac entered the
international scene with great panache
in his prestigious role of President of
the Fifth Republic. Two years later his
profile seems blurred. 

Moving in next to him is the dynamic
figure of the Socialist leader, Lionel
Jospin, elected with an almost presi-
dential-level vote.

Chirac marked his debut with
nuclear tests in the Pacific just when
the fifth anniversary of Hiroshima was
approaching. The image of a character
alternately astute and reckless has
been blighted by his decision to dis-
solve parliament. 

For the German Chancellor, Helmut
Kohl, there is a dilemma: who should
he call in Paris? Maybe his French
friends are telling him that Chirac is at
his best with his back against the wall.
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Hopes for
Ulster talks
survive the

violence
NORTHERN IRELAND

Chain gang: the Sinn Fein President, Gerry Adams, led a protest at his exclusion from the talks at Stormont, near Belfast

Waigel’s Eurofighter wobble
GERMANY

We are No 16
in the Union,
say Basques

SPAIN

Chechens buy pride
with secret nakhar

RUSSIA

PAUL MCERLANE/AP
HE backdrop was
sombre as inter-party
talks on Northern
Ireland’s future resum-

ed, following the murder of
a policeman and the plant-
ing of two IRA bombs. Yet
optimism remained that the
change of government in
Britain might help to break
the logjam. 

Three days before the
talks at Stormont Castle
opened on 3 June, a Royal
Ulster Constabulary (RUC)
officer was kicked to death
by around a dozen people –
believed to be loyalists –
outside a pub, and the IRA
broke its de facto ceasefire,
leaving a 1,100-pound van
bomb near a British army
base. On the eve of the talks
the IRA claimed it had
planted another bomb. 

Nevertheless, Senator
George Mitchell, the Amer-
ican chairman of the talks,
said: “There now exists an
opportunity to move for-
ward in the peace process in
Northern Ireland.” Mitchell
believes a ceasefire is possi-
ble: the UK general election
result “creates an opportu-
nity, and it will be up to the
participants to seize that
opportunity,” he said. 

In the absence of an IRA
ceasefire, its political wing
Sinn Fein was excluded
from the talks despite its
strong showing in the elec-
tion, where it gained nearly
16 per cent of the vote. In
what is almost becoming a
ritual, the Sinn Fein presi-
dent, Gerry Adams, and its
chief negotiator, Martin
McGuinness, who won
Westminster seats, led a del-
egation to the gates of Stor-
mont, near Belfast, and were
formally barred from entry.

Adams accused the British
government of double stan-
dards by allowing fringe loy-
alist parties to take part
despite increasing loyalist
violence. The UK’s Northern
Ireland Secretary, Marjorie
Mowlam, replied that she
would rather have had Sinn
Fein in the talks, but there
was no chance of that hap-
pening without an unequivo-
cal IRA ceasefire. However,
she went on to outlaw two
paramilitary splinter groups
involved in recent violence,
the Loyalist Volunteer Force
and the Republican Army
Continuity Council. 

Later that day, in an
attempt to address Catholic
charges of heavy-handed
police tactics and sectarian
bias, she announced plans
to reform RUC complaint
procedures. In a speech to
the Police Federation for
Northern Ireland, Mowlam
said measures under consid-
eration included introducing
independent investigation of
complaints against the
police. She said the RUC
had nothing to fear from
independent scrutiny, but
her proposals received a

T

Econo
chilly response.
The IRA attacks throw

into doubt further dialogue
between Sinn Fein and the
UK government. Two meet-
ings have taken place on the
instructions of Tony Blair
following his first visit to the
province as prime minister.
He had said “clarificatory”
talks to explore Sinn Fein’s
attitude to a ceasefire would
go ahead if “conditions on
the ground” permitted. 

British officials said that
further talks with Sinn Fein
were not imminent, though
they denied that the govern-
ment had ruled out more
dialogue. Irish Prime Min-
ister John Bruton took a
similar line, saying he would
have to “think very hard”
before allowing further con-
tact between Irish govern-
ment officials and Sinn Fein. 

The majority Ulster
Unionist Party (UUP), which
attended the talks, said
again that decommissioning
terrorist weapons should
precede discussion of other
issues. Ken Maginnis, the
UUP’s security spokesman,
said: “The whole psychology
of decommissioning is
something we cannot drop.
There is nothing as far as
the attitude of Sinn Fein or
the IRA is concerned which
suggests any commitment to
the democratic process.”

Talks broke up after the
session and were due to
resume in a week. Mowlam
said decommissioning was
“the important and sensitive
issue confronting the negoti-
ations”. She added: “I want
to see it resolved to the sat-
isfaction of participants
within weeks.”
w In a 1 June letter Blair

made an historic apology for
the failure of the British
government 150 years ago
to act during the Irish
potato famine that claimed a
million Irish lives. 

In a move seen in Britain
and Ireland as strengthening
Anglo-Irish relations, Blair
said the famine of 1845 to
1849 was “a defining event
in the history of Ireland and
of Britain” that had left deep
scars. “Those who governed
in London at the time failed
their people through stand-
ing by while a crop failure
turned into a massive human
tragedy,” he wrote in a letter
to organisers of a commem-
orative event.

The move was also a nod
toward Bertie Ahern, leader
of the opposition Fianna
Fail party in Ireland and the
man polls say is likely to win
the 6 June election. Voters
may be influenced by a TV
debate on 3 June between
Ahern and John Bruton, the
Fine Gael leader.

Ian Mather, 
Diplomatic Editor
my clo
UKRAINE
IN addition to Theo
Waigel’s embarrassments
over the euro, the Ger-
man finance minister
faces mounting pressure
over the Eurofighter as
his country’s partners in
the four-nation project
lobby strenuously for a
rescue plan by the end of
the month. 

With Chancellor Hel-
mut Kohl’s cabinet due to
decide on financing the
Eurofighter before the
vote on the 1998 federal
budget on 2 July an att-
empt at a rescue package
was high on the agenda of
the first meeting between
Kohl and the British
Prime Minister Tony
Blair in Bonn on 6 June.

Like the euro, the Euro-
fighter is in trouble bec-
ause of Germany’s strug-
gle to contain borrowing
to qualify for European
monetary union, together
with the soaring costs of
unification. 

But Britain’s argument
is that a delay will not
only increase the overall
costs but put the whole
project in doubt. Unless
fresh German funds can
be approved by the
uds U
Bundestag by November
the project will become
embroiled in the run-up
to next year’s election. 

Blair’s visit followed a
meeting in Berlin bet-
ween British Defence
Secretary George Robert-
son and his German coun-
terpart Volker Rühe two
days earlier. Spain and
Italy, the other two part-
ners in the consortium,
are also lobbying hard to
persuade the Germans to
go ahead. 

Germany’s finance and
defence ministers are at
loggerheads over the
financing of the $60 bil-
lion project. A decision
was originally due at the
end of last year and then
by the end of March. It
was postponed again
until Waigel had access to
half-yearly tax estimates.

A possible compromise
was in the offing for the
Blair-Kohl summit. Wai-
gel, who accepts the need
to replace Germany’s age-
ing Phantom and Tornado
aircraft, is believed to
have negotiated a com-
kraine
promise with German
industry in which state
aid for the civilian
Airbus, which is due for
repayment by the year
2000, should instead be
redirected to Eurofighter.

Also, according to Wai-
gel, after 2000 the costs
of unification and rebuil-
ding eastern Germany’s
economy should fall, leav-
ing scope for a full financ-
ing of the Eurofighter.

Christian Poppe, a
spokesman for the Mun-
ich-based Daimler-Benz
Aerospace AG (DASA),
which is involved in both
the Airbus and the Euro-
fighter, confirmed that
the federal government
has the right to demand
the repayment of the sub-
sidies for the develop-
ment of the Airbus.

However, he insisted
that the agreements gov-
erning the privatisation
of Germany’s Airbus
operations state that no
money should be taken
back from the company
before 2000 in order to
ensure that the business
has a sound capital base.

Germany has already
reduced its order for
’s joy
Eurofighters from 240 to
180. But it is still short of
$2.2 billion over four
years to move to the pro-
duction phase. 

The dilemma for Brit-
ain, Spain and Italy is
that if they decide to
press on without Germ-
any the costs could prove
prohibitive. A decision to
scrap the project would
signal a surrender by Eur-
ope to the might of the
US aerospace industry. 

At peak production
Eurofighter will provide
250,000 to 300,000 jobs
across Europe.

Ian Mather
FEW people will have
noticed, but the European
Union gained a 16th mem-
ber state last week. That, at
least, is what the Basque
Country’s premier, José
Antonio Ardanza, claimed
after winning control of the
region’s taxes from Prime
Minister José María Aznar’s
centre-right government.

“Some people might find
it annoying, but the truth is
that, in tax terms at least,
we are like the 16th coun-
try,” he said. Many people
certainly are annoyed. By
giving the Basques almost
full rights to set and collect
their own taxes, Spain has
definitively discarded any
idea of equality between
regions. Instead, it has taken
one more step along the
road towards federalism.

It was an unlikely move
for a conservative govern-
ment and marked a political
U-turn for Aznar. Opponents
of the deal say the prime
minister has allowed himself
to be blackmailed by Ard-
anza’s Basque Nationalist
Party (PNV). His minority
government needs its sup-
port in the Madrid parlia-
ment, they argue, and this is
the price he must pay.

Basques may have to pay
a high political cost for their
tax deal, known as the cupo
vasco. The Socialist opposi-
tion may vote against it in
parliament later this month.
The Socialists run the gov-
ernments of the two poorest
regions, Extremadura and
Andalusia. If the Basques
manage to reap more taxes,
its representatives argue,
these should be sent south
where they are most needed.

A Socialist vote against
the cupo would inevitably
topple Ardanza’s Basque
government, which while led
by the PNV, includes the
Socialists. 

This could complicate life
for Aznar. The PNV props
up the central government.
But during Basque elections
the two parties are bitter
foes. “Remember this, we
have an interest in political
instability,” a former Social-
ist minister said. “A vote
against the cupo might
encourage that.”

Local companies do not
care. With taxation in the
hands of the pro-business
PNV, they are rubbing their
hands with delight. Will
business taxes fall? Will the
regional government free up
savings for investment? The
signs are that they will.
Despite the less extensive
tax powers it wielded before
the deal, the Basque govern-
ment was already offering
sweeteners to investors. The
Spanish branches of Chase
Manhattan Bank and Pep-
sico have both talked of
moving north. Job-creating
ventures benefit from four
years of tax reductions.

These are just the sort of
measures that a region
afflicted by terrorism and
chronic industrial decline
need, business leaders say.
“This could be extremely
positive for us, allowing
taxes to be set, thinking of
the reality of our situation,”
said José Guillermo Zubia,
the head of the Basque
Business Confederation.

Ardanza has pledged that
Basque fiscal policies will be
rigorous. But he admits that
income tax in the region
might vary from the national
rate by up to 20 per cent.
Those who argue that the
Basque government, if it is a
better tax collector than
Madrid, will end up richer
are right, admits the reg-
ional finance chief Juan José
Ibarretxe. “It will bring us
benefits if we do things well.
But if we do things badly we
will have to pay the price.
Nobody will come to help
us,” he said.

Critics have argued that
the Basque Country’s differ-
ent taxes will upset the free
market. Neighbouring reg-
ions with no control over
their taxes are complaining
of “tax dumping”. High
earners might choose to live
in the Basque Country and
work outside it, or vice
versa, depending on income
and company tax levels.

The two main limitations
on the Basque Country’s tax
autonomy will ensure that
there is nothing unfair about
the deal, Ibarretxe argues.
The agreement states that
the Basques must still pay
the central government for
services such as defence and
diplomacy. 

And though the Basques
can adjust the rates of dif-
ferent taxes, the overall tax
pressure in the region must
be the same as in the rest of
Spain. That means decreases
in tax income in one area
must be compensated for by
increases elsewhere.

Ibarretxe must balance his
books. But, in that, his situa-
tion is no different to
national finance ministers.
Perhaps he really should
occupy the 16th chair at the
Council of Ministers.

Giles Tremlett, Madrid
THE Ukrainian government was
feeling pleased with itself after a
flurry of international accords which
seemed to put some ghosts to rest
and ease the way for an upturn in
the dire economy.

For Ukraine, the most important
of these was the signing of a long-
delayed treaty of friendship and 
co-operation with its huge northern
neighbour, Russia. 

The Russian President, Boris
Yeltsin, arrived in Kiev, the
Ukrainian capital, on a state visit
that had been postponed six times
since Ukraine became independent
in 1991 because of troubled rela-
tions between the two most power-
ful former Soviet republics.

The accord covered an array of
economic steps to ease trade and
investment between the two coun-
tries, but for Ukraine the accord’s
significance lay in the recognition
by the Kremlin that Ukraine was
now finally out of its empire.

Most of Ukraine had been part of
the Russian empire, tsarist or Soviet,
since 1654, and apart from its huge
economic attractions Russians had
grown to view Ukraine as a junior
branch of the greater Russian fam-
ily. Ukrainians spoke a funny lan-
guage, possessed a quaintly colour-
ful culture and were often referred
to as “Little Russians”. Ukrainian
independence movements were sav-
agely suppressed and attempts were
made to eradicate the language.

Historically Russia traces its own
origins to the medieval Keivan-Rus
state, and having to acknowledge
Ukraine as a separate country is
painful for Russian nationalists and
communists who have been hostile
towards Ukrainian independence.
They have fiercely criticised the new
accord.

Ukraine has studiously been
courting the West, and last month
President Leonid Kuchma was
accorded a state visit to America. He
has also earned the West’s gratitude
for a tilt in Ukrainian policy towards
sympathy for Nato’s eastward
expansion. The day before Yeltsin
began his visit to Kiev on 30 May,
Ukraine was rewarded with a secu-
rity charter which mirrored the
“Founding Act” signed between Nato
and Russia two days earlier. The
charter allows Ukraine to establish a
permanent mission at Nato head-
quarters and hold consultations with
Nato on perceived security threats.

Before Boris Yeltsin’s visit to Kiev
the two countries’ prime ministers
had agreed to resolve another long-
standing blight on relations between
Russia and Ukraine – control over
the former Soviet Navy’s Black Sea
fleet and the use by Russia of the
Ukrainian port of Sevastopol in
Crimea. The Crimea, given to
Ukraine as a “present” in 1954 by
the then Soviet leader Nikita
Khrushchev, had been one of the
most volatile areas of dispute. The
Russian parliament had demanded
annexation of the region, which has
a Russian majority population.

The 28 May agreement allows the
Russians joint use of Sevastopol for
20 years in exchange for a $200 mil-
lion annual rent and the writing off
of some of Ukraine’s huge debts,
mainly for oil and gas, to Russia.

The Ukrainian government hailed
this agreement too as a triumph
which brought economic benefits as
well as helping to stabilise relations
with Moscow. Ukrainians were prob-
ably convinced that they had the
better part of that particular bargain
after it was fiercely denounced by
Russian nationalists and commu-
nists, who called Yeltsin a traitor.

But Ukraine’s future depends on
matching these diplomatic triumphs
with economic successes, and here
the government faces an uphill task.

Ukraine’s economy has shrunk
stubbornly since independence,
wage debts have risen to more than
$3 billion, foreign investment has
been tiny and the potentially prof-
itable agriculture sector is in tatters.

Economic reforms have been
bogged down by a feuding parlia-
ment where the communists have
enough clout to be obstructive. The
much-needed reforms to privatise or
close down loss-making industrial
dinosaurs and provide Ukraine with
a transparent and stable legal and
tax system would foster domestic
business and encourage foreign
investment. Many politicians and
much of the stagnant bureaucracy
are communist-era apparatchiks
with little patriotic sentiment for
Ukraine. The parliament is still argu-
ing over the 1997 budget, jeopardis-
ing multi-billion dollar IMF loans. 

Corruption is rife among politi-
cians and bureaucrats. Many foreign
investors and business people who
thought in 1991 that Ukraine had a
bright future have pulled out in frus-
tration and disgust. Ukraine is the
third largest recipient of US finan-
cial aid after Israel and Egypt, but
the US Congress is becoming fed up
with the lack of results for loans and
handouts and the Kiev government’s
inability to enable US firms to do
business there.

The recent agreements with
Russia will give temporary financial
relief, but some Ukrainian and for-
eign observers believe that the
agreements could allow the better
organised and more vibrant Russian
economy to buy a controlling share
of Ukraine’s economy and turn the
country into a colony in everything
but name again.

The head of a large US firm of
lawyers, whose off ice in Kiev
represents some of the biggest for-
eign investors, said: “Many for-
eign business people feel Ukraine
has to get its act together quickly or
be left behind for the next 15 years
or more.”

Askold Krushelnycky
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DEEP in the vaults of the
only renovated postwar
building in Chechnya lie
bundles of the latest
weapon in the rebellious
republic’s arsenal – the
nakhar. Printed at a secret
location in Britain and now
stored in the National
Bank of the Chechen
Republic of Ichkeria, as
Chechnya now styles itself,
the nakhar – its new cur-
rency – is the latest chal-
lenge to Moscow from the
people who humiliated the
once awesome Red Army.

“A national currency is
one of the attributes of an
independent state,” said
the bank’s chairman,
Nazhmudin Uvaisayev. A
peace treaty signed last
month between Chechnya
and Russia, which tried for
21 months to bring the
semi-autonomous republic
to heel, officially defers the
question of Chechen inde-
pendence until 2001. 

But the nakhar will be
on the streets before then
– either later this year or
early next – making the
Russian rouble a foreign
currency on what is techni-
cally Russian territory.

“How Moscow reacts is
Moscow’s problem. It
shouldn’t interfere in our
internal affairs,” said the
bank’s deputy chairman,
Yusup Imayev. “He who
does not have his own cur-
rency is not an indepen-
dent state.”

Before Moscow invaded
in the winter of 1994,
Chechnya was a byword
for shady financial deal-
ings and gangsterism.
Then the ill-conceived and
brutal Russian invasion
boosted its world status to
the more politically accept-
able role of “victim”.

But the war with Russia
virtually exhausted the
republic’s gold and hard
currency reserves, caused
an estimated $150 billion
in structural damage,
mostly to the oil industry,
and created around 90 per
cent unemployment. 

This leaves it unclear
how the nakhar, which is
to be pegged optimistically
to the US dollar at the rate
of one to one, will be
backed. “Our monetary
policy is that the Chechen
people are hardworking,”
said Yusup Imayev, with
scant regard for hard facts.
“We will issue as much as
we need to ensure
Chechnya’s functioning.” 

But he conceded that the
republic first had to
rebuild roads, factories
and housing, and secure
budget resources, before
issuing the nakhar.

For all this bravado,
Moscow’s reaction is likely
to be docile. Politically,
President Boris Yeltsin
cannot yet accept Chechen
independence. But bankers
do not have the politician’s
scope for vacillation, and
as the Chechen President,
Aslan Maskhadov, and
Yeltsin signed their peace
treaty, a more momentous
pact went unnoticed. 

An agreement on cur-
rency regulation and clear-
ing transactions between
the Russian Federation and
Chechnya was signed by
the two central banks. The
economics editor of Izves-
tia, Mikhail Berger, said
this means the bankers
have accepted the future of
Chechnya. The pact
implies tacit recognition of
Chechnya as separate from
Russia, and the Russian
central bank recognises
that cash circulation and
non-cash transactions will
be organised by the
Chechen government and
national bank, said Berger.

“The central Bank of
Russia has practically
recognised Chechnya’s
monetary sovereignty,” he
said. “The only thing the
Chechens didn’t get was
the right to issue money.
But as soon as the Chech-
ens start issuing their
national currency, nothing
will distinguish the status
of the National Bank of
Chechnya from the Central
Bank of Russia. Simply
put, the bankers have
recognised what politicians
have not yet decided to
acknowledge.”

In Chechnya, Uvaisayev
said that 600 firms had
opened nakhar bank acc-
ounts, although he was
less clear about what these
companies did in a repub-
lic awash with illicit drugs,
arms and oil traders. 

Meanwhile Chechen offi-
cials have declared invalid
the mayoral elections in
the capital Grozny – the
first postwar poll. Fewer
than a third of voters took
part and irregularities were
reported. Nakhar or not,
Chechen democracy has
far to go.

Miranda Anichkina,
Moscow
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Bordering on
paranoia

over frontiers

MILLAR’S EUROPE

POINTS OF VIEW
ERRIBLE television
sticks in the mind.
Do you remember,
for example, the

awful Seventies pseudo-
sport team show that
involved solid citizens
from all over Europe
dressing up in ridiculous
costumes and doing
things like hopping over
rubber islands in a swim-
ming pool while catching
balloons in a net? 

Of course you do.
There was almost nowhere
in western Europe where
you could avoid it. It was
played internationally,
with the burghers of
Bruges vying with the
inhabitants of Hamburg
or Macclesfield versus
Marseille. It was trans-
lated into every language
of the participating coun-
tries: Spiele ohne Gren-
zen ,  Jeux sans Fron-
tières ,  games without
frontiers.

Except that it didn’t, of
course. Not quite. The
British called it some-
thing different,
s o m e t h i n g
wholly out of
kilter with
everyone else,
something that
lost both the
internat iona l
element and
the over-the-
top sill iness:
It’s a Knockout.

It was as if
some terrible
taboo were at
work. Even for
a TV pro-
gramme, the
British were
afraid to embrace any-
thing that suggested an
attack on their borders,
their sacred island status.
Well, they are at it again.
The United Kingdom may
have a new prime minis-
ter who has pledged he
will no longer play the
veto card at every Euro-
pean summit. He is play-
ing the joker instead.

The joker takes the
form of Robin Cook, the
new gnome-like British
foreign secretary, who
has declared that
Britain’s “special island
status” must allow him
an opt-out (but we
thought that phrase had
gone from Britain’s Euro-
pean vocabulary?) from
the abolition of frontier
controls within the Union.

This is being trumpeted
to his domestic audience
as a victory, a “conces-
sion” (but isn’t that sup-
posed to be outdated
Major-speak?) from Europe,
but isn’t New Britain sup-
posed to have remem-
bered its geography?

It is beyond me to
understand why the peo-
ple of the UK think it is a
good thing that they
alone should insist on
being controlled on enter-
ing and leaving their own
country, or to force the
rest of us to submit to
their petty checks.

It is not even as if they
do it efficiently. Border
control in Britain is in the
hands of minimally
trained minor civil ser-
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vants with no more tech-
nology to help them than
basic reading ability and
a book with names and
numbers of passports of
those not allowed out or
in. In comparison with
the computerised links
operated by Germany’s
Bundesgrenzschutz at
airports, or the dedicated
immigration control ser-
vice of France’s Police de
l’Air et des Frontières
(PAF), Britain’s checks
on illegal entry to the
country are laughable.

It is only on ports of
entry to and from the
Republic of Ireland, the
only frontier on which
there is, by agreement, no
requirement to carry
passports and the only
one routinely penetrated
by terrorists, that there is
a regular police presence.

The screening, largely
restricted to spot checks
on people not wearing
suits (the IRA may be
wise to that one) is a bad
joke. Yet abolition of the

porous frontier
in Northern
Ireland, the
UK’s one land
border, would
be a popular
move that would
take some wind
out of the IRA’s
sails.

B r i t a i n ’ s
frontier para-
noia is justified
by concerns
over uncon-
trolled immi-
gration and
drugs. Yet both
these are mat-

ters far better tackled at a
European level. The
British would do far more
to protect their own pop-
ulation, would have far
greater influence in how
our continent was affected
by such problems, if they
were to join in.

There is an argument
for “fortress Europe” if
not on trade then at least
on drugs and immigra-
tion. The British should
not be ring-fencing them-
selves but demanding a
say on controls at Mar-
seille, where Algerians
pour in, or Frankfurt an
der Oder, Germany’s
open frontier to Poland
and points east from
Ukraine to Vladivostok.
Or Brck an der Leitha,
where immigrants from
the Indian sub-continent –
many of them bound
eventually for Britain –
are disembarked at night
by Turkish lorry drivers
and left to wander across
the green-field frontier
from Hungary into Austria.

It is no easy task, but to
wash one’s hands of it as
“someone else’s problem”
is not only contrary to the
new London govern-
ment’s declared policy, it
is also ostrich tactics.

Meanwhile, one of the
most tangible popular
benefits of the European
Union is being deliber-
ately refused to the Bri-
tish people in their own
name by their own gov-
ernment. Maybe they are
afraid they might like it.
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Juppé lacked
common sense
MANY in the media describe
former French prime minis-
ter Alain Juppé as being
“intelligent”, “clever” and
even “brilliant. I submit that
they were confusing “out-
standing formal educational
achievement” with “intelli-
gent application of common
sense”, and that the Juppé
case proves that there can
be an enormous gap between
the two descriptions.

If Juppé had applied two
centimes worth of common
sense, he would have con-
trived to project warmth and
understanding of the French
people’s genuine concerns
over the direction in which
he proposed to lead them.

Instead he complied per-
fectly with a la France pro-
fonde conviction that a
characteristic common to
many of their Parisien mas-
ters is uncaring arrogance.
David A Keen
Plouégat Guérrand,
France

French rejected
orgy of taxes
AFTER two years of relent-
less taxation, you had to be
a devout follower to vote 
for the moderate right in 
the French parliamentary
elections.

The right has increased
VAT and taxes on  petrol –
the car being the main
means to travel to work.
Outside the big cities there
has been a cut in the inter-
est rate given by the popular
Caisse d’Epargne savings
bank. Meanwhile taxation of
shares and bonds has also
increased. 

This orgy of taxes has
been in the name of the euro
and Maastricht. Many
French voters, as every-
where I suppose, vote not
for a party, but for their
pockets.
Claude Rougerie
E-mail: claude
rougerie@minitel.net
Ste Genevieve des Bois,
France

Why all roads
lead to Rome
MANY Europeans feel the
European Union is lacking
in goodwill, and neither the
Union flag nor the ninth
symphony has yet made us
feel like one people.

Even though the EU at
large is good to all of us, the
people of Europe refuse to
consider Brussels as their
common capital, and why
should they when Brussels
stands merely for bureau-
cracy? We, the people of
Europe, need a capital that
in spirit can unite us. Deep
in our hearts we know that
the only city worth the title
“Capital of Europe” is the
eternal city. Rome made us
what we are today. 

The Roman achievement
is, in fact, the strongest his-
al dee
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rical chain that links us
gether – we, the people of
urope. I say to the Euro-
oliticians of Brussels: go,
ake haste! Choose any

oad – they all lead to Rome
 the end!
åkan Tendell
othenburg, Sweden

et Turkey join
he Union
O European politicians
now what is happening in
urkey? Turkey has been
oking for a place inside
e European Union since
‘Once aga
cautiously in 
these are tem
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the 1960s but each time it
applies it is told to wait.

If we are accepted, the
country’s human rights
record will improve. Are
Bulgaria, Romania and
Hungary better than
Turkey? I don’t think so; in
addition, we signed a cus-
toms union agreement with
the EU in 1996.

Islamic fundamentalism is
on the rise in Turkey, with
some Turkish politicians
looking for a place for the
country inside the Islamic
world. But 75 per cent of
Turks would like to be part
of Europe. We still have a
in it is possible to think
terms of ideals so long

pered with pragmatis
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modern and secular system
set up by Kemal Atatürk.

Europe must accept us in
the near future. If Turkish
people return to the Islamic
world it will be disastrous
for the country. 

We are thankful for the
support of governments in
the United Kingdom,
France, Italy, the Nether-
lands and Spain. But we
would like the Greek gov-
ernment to see reality. We
would like to live with it in
peace and solve problems
with dialogue.
Ergun Yusuf Ayhan
Istanbul, Turkey
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I WAS interested to read
“Billionaire becomes a salt
seller” (issue 363), profiling
Hannes Androsch, the for-
mer Austrian finance minis-
ter on his way to becoming
one of Europe’s leading salt
barons after securing almost
50 per cent of the Austrian
company Salinen.

In 1900 my father became
managing director of Saline
Ludwigshalle, in Wimpfen,
Baden-Württemberg. The
manufacturing process
re deb
involved evaporating the
brine in great pans heated
by coal fires. 

In common with many
other salt manufacturers in
Germany and Austria, there
was fierce competition,
which led to stagnation of
this trade. My father was
instrumental in introducing
price regulation to the trade,
but eventually he moved to
chemicals.

The Austrian salt industry
was then state owned. My
father had cordial relations
with his Austrian counter-
parts and I often heard him
talk about their business
meetings and jollification.
Helmut Frik
Hereford, England

Burning waste
to produce fuel
RECENT correspondents
are correct. Carbon dioxide
is indeed a greenhouse gas.
But how big a problem is
the gas produced at ground
level, given that it is heavier
than air? 

Some of it is taken up to
high levels with water
vapour. Methane, another
greenhouse gas, is lighter
than air and rises without
much assistance from other
gases. Climatic conditions in
the high levels of the atmos-
phere, and the effects on
these gases, are well docu-
mented, but how the gases
get there in the first place is
the subject of much debate.

Jet aircraft burn kerosene,
which produces large quan-
tities of carbon dioxide,
water vapour and other
gases. Discharged at heights
of 15,000 to 17,000 metres,
there is not much vegetation
to photosynthesise this car-
bon dioxide to oxygen. We
produce enormous quanti-
ties of rubbish which is
dumped at sea or in landfill
sites. Much of this decays to
produce methane. Incin-
erating this waste to pro-
duce heat and electricity
would replace and help con-
serve valuable fossil fuels.

Emissions from these
incinerators can be made
relatively harmless, unlike
the nuclear waste that our
descendants thousands of
years from now will still be
thanking us for.
Mike Cooper
E-mail: emsea
@paston.co.uk
Norwich, England

Beauty and
the prince
IF Prince Felipe de Bourbon
of Spain is concerned about
finding an ideal mate, we
must obtain for him seats to
the Kirov Ballet’s perfor-
mance at the Coliseum in
London so he can meet
Isabelle Fokine, featured in
the MagAZine (issue 367).

If only I were a prince!
Surely Mum will approve of
this talented beauty. Truly a
heavenly match. 
Richard E Wolfson
Portsmouth, Ohio, USA
BECAUSE of the dangers sur-
rounding Nato expansion, I agree
that the new Nato/Russia partner-
ship is hardly worth the paper it is
written on. Ian Mather points out
clearly what would happen if rela-
tions turned sour between Russia
and the West (“Nato gambles on
new world order”, issue 368).
However, I don’t believe that
Russia would try to re-possess the
former Soviet republics by force
after the debacle in Chechnya.

Should Alexander Lebed become
president, would he want to lose
his good reputation both in Russia
and outside Russia which he gained
after his peace initiative in
Chechnya by launching a war in the
“near abroad”? I doubt Russia
would pursue this option, whoever
succeeds Boris Yeltsin. Zhirinovsky
might but he is unlikely to become
president now. Trying to restore
the Soviet Union by force is likely
to end in a debacle such as
Chechnya – that is, either the war
goes on indefinitely, sending gener-
ation after generation of young
conscripts to fight there, only to
return either in coffins or maimed,
or another Russian politician saves
Yeltsin’s successor from the terri-
ble mess he gets himself into – as
Lebed saved Yeltsin.

Russia withdrawing from the
Partnership for Peace and from
S-For in Bosnia is more credible. If
this happens, some Russian troops
stationed in Bosnia might defect.
They have fraternised for too long
with their American comrades to
treat them as enemies. Also, the
promise of the good life in the US
or elsewhere in western Europe
might beckon them if only to
escape from a return to poverty
and hardship back home. 

Putting pressure on Ukraine
could turn her into the new
Yugoslavia of a new Cold War. She
will join neither the West or the
East but might, like Tito’s Yugo-
slavia, be non-aligned. If relations
do sour between Russia and the
West, it will not last. The eco-
nomic consequences, particularly
for Russia, would be too great.
Clare Hartley
London
Elgin Marbles HELLENES all
over the world have long been
hoping to see a positive
resolution – and return – of the
marbles removed by Lord Elgin
from the Acropolis in 1802
(Around Europe, issue 365).
For the United Kingdom still to
keep these antiquities to this day
is no different to occupying the
territory of another European
Union state.
Paul Kostas
Winnipeg, Canada
Leghold traps I AM not an
animal rights lobbyist but I am
against leghold traps (“Animal
rights endanger an ancient
culture, issue 364). I am sure
more people would be more
sympathetic towards Chief Ovide
Mercredi if he would shoot the
animals, with bow and arrow if
need be, and would stop using the
most cruel contraption in
existence, the leghold trap. I
know shooting makes holes in
pelts, but I would rather have a
coat with a hole here and there as
guarantee that the animal had
been shot and not suffered
unnecessarily.
J J Troke
Dorchester, England

Real Scandinavia WHILE
Catarina Holtz is correct about
Finnish being a Finno-Ugric
language along with Estonian and
Hungarian, Pippa Deacon’s
contention that it is a mixture of
Latin, Greek etc must apply to
another European region 
(Letters, 366). According to
Geography, Realms, Regions
and Concepts (John Wiley &
Sons, 1994), there are now six
countries which belong to
northern Europe: Sweden,
Norway, Denmark, Finland,
Estonia and Iceland. Estonians
have always considered
themselves to be a northern
European people.
Viktor Minneste
Chicago, USA
Crossword apology YOU
rotters! In issue 368 the
crossword clues didn’t match the
crossword grid. Chris Feetenby’s
splendid weekly brain teasers are
not quite the only reason I buy
The European, but I do get
withdrawal symptoms if I don’t
have them.
Ann Monsarrat
Gozo, Malta
• We are sorry that a few
early copies of last week’s issue
carried the wrong grid.
ate

ARIS is in many ways the cul-
tural capital of French-speak-
ing Switzerland. What happens
in the French capital is there-

fore of unusual interest to the fran-
cophone Swiss. There was a general
feeling of surprise at President
Chirac’s decision to call elections
when there was really no evident need
for them, and a subsequent disillusion
about the lack of lucidity attached to
this decision.

A Swiss poll correctly predicted the
victory of the left: socialists, commu-
nists, ecologists and various left-wing
independents. One comment here
captured the imagination as no other.
“Whatever happens, let us hope the
outgoing government loses the
detestable habit of ruling as if so
doing were a divine right.”

Curiously enough, on the BBC
World Service, we were regaled with
the last part of a series entitled To Be
a King. It was ideal viewing at such a
moment. 

With a memorable performance
from Ian Richardson as a
Conservative prime minister of the
future, a time at which Prince Charles
is on the throne, it turned out to be a
drama of Jacobean proportions,
incorporating real or imagined vil-
lainy of proportions unusual even

P
 today. The government, under threat
from an opposit ion leading the
polls, stops at nothing to retain the
reins of power. All this is magnificent
drama, but would make intolerable
viewing if the British Conservatives
had not been swept from power in the
extraordinary landslide of a few
weeks ago.

This fact alone makes the wonder-
fully subtle Ian Richardson an archaic
figure, one who, in fact, would today
still be unexpectedly struggling for
the leadership of an emasculated and
saddened party, somewhere in the
more remote wings of power. 

Truth is, as usual, stranger, and
more welcome, than fiction. At this
moment, eight o’clock sharp in the
evening, the result of the French elec-
tion has just been announced. Here is
another virtual landslide.

Did the Blair factor play a part in
the left’s victory? Perhaps, and will it
help crystallise the somewhat nebu-
lous image of the German Social
Democrats, so clear at the time of
Willy Brandt and Helmut Schmidt? 

The public is extremely sensitive to
the attitude of politicians. It has
gained immeasurably in perspicacity
and in maturity, which is one reason
why politics are in permanent danger
of inspiring indifference. It is perhaps
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natural that the unimaginative, the
pedagogic element in politics is
largely the prerogative of the right,
because it is the right which is the
indirect inheritor of a legacy of
absolute monarchs and tyrants
throughout history. Haughtiness rem-
iniscent of a school room falls natu-
rally from such lips.

HATEVER the cause, the left
is traditionally seen as  as
more accessible, more pop-
ulist perhaps, but less preten-

tious in manner. It has what used to
be called the common touch, even if
such a description risks political
incorrectness. 

Looking back over my life, I ask
myself which politicians I have known
more than superficially. There was
Ernest Bevin, Aneurin Bevan and
Jennie Lee, Stafford Cripps, all mem-
bers of a government short on experi-
ence and avid to broaden their hori-
zons. Of Conservatives, I can claim to
have known Harold Macmillan, but
only because his company published
a book of mine, and Ted Heath, who
is that rare phenomenon, a man for
whom friendship is based on human
values, not on an identity of political
views. 

In France, also, there has always
been a division in social life, but here
one tended to meet members of the
Gaullist tendency in the soirées,
whereas socialists and others kept to
themselves. It was alarming to fall
foul of unwritten rules in a seemingly
open democracy. 

I was invited to be president of the
wine auctions in Beaune during the
life of the first socialist government,
with communist ministers. I noticed,
from my podium a phalanx of men
seeming to shield an invisible person-
ality in a box. I asked why they were
all standing in an impenetrable ring. I
was told the prisoner of the ring was
the communist minister, M Fiterman. 

I thought it was degrading to treat
a government minister so, and threat-
ened to reveal his presence to the
assembly. They told me it would
cause a revolution among the deeply
conservative wine merchants, and
bring chaos to the house.

ODAY, such silliness would no
longer be necessary, because
the communists are no longer a
missile aimed at the heart of the

body politic, guided from without.
For a while, the collapse of the Soviet
Union gave the establishment a surge
of confidence, but today it is once
again possible to think cautiously in
terms of ideals, as long as these are
tempered with a large dose of prag-
matism.

In this sense, Tony Blair’s victory
was a triumph of public relations. His
manner was direct, and charm was
not thrown away as an obstacle to a
show of integrity. He looked his audi-
ence in the eye from the same level as
they, not from above. There was no
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trace of arrogance here, no conde-
scension. No shop-soiled clichés. And
the voter was refreshed. 

The French voter was treated to the
same luxury, even if Lionel Jospin is
solemn compared to Tony Blair. He
kept judiciously quiet until forced to
speak in order to acknowledge his
victory. 

Political matter has dwindled.
Divergence of opinion is limited by
ever-present economic considerations
at a time when the market has
exploded into globalisation, and when
global rather than merely national
solutions are urgently called for.
Which leaves us with political man-
ner, and this too has changed. 

The defeated bear their cross
bravely, evoking the rules of democ-
racy, but often revealing a sense of
betrayal now that pomp, which had
always worked in the past, has been
shattered by circumstances. There is
a deep yearning for transparency, to
borrow a word from Gorbachev, who
was the first to release hope from
incarceration so long ago. 

A political Europe, an economic
Europe, a Europe of military
alliances, all this is worth little with-
out a Europe of mature men and
women. That is the real subject under
debate.
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The price to be paid for Jospin’s triumph

FRANCE’s dull and scholarly new prime minister,
Lionel Jospin, suddenly looks like the most impor-
tant man in Europe. This obscure and defeated pres-
idential candidate of two years ago, elected to the
Matignon on an impossible tax-and-spend agenda,
probably holds in his hands the timing and future
shape of the single currency, the health of the
French economy, the state of European markets,
and perhaps the fate of Helmut Kohl. It is far from
clear that he is up to such onerous responsibilities.

His election is not the fulfilment of a French yearn-
ing to return to socialism, so much as a desire by the
French people to stop the world and jump off to a
cosy past where tough modernisation is unneces-
sary. Attempts by President Chirac and his former
prime minister, Alain Juppé, to persuade voters that
France can no longer afford the cradle-to-grave wel-
fare, subsidised industrial dinosaurs and costly,
inflexible labour markets were so feeble that the
centre-right effectively forfeited its claim to re-elec-
tion. The governing political elite failed miserably to
explain to the voters the painful realities of global
competition; it was hardly surprising that France
therefore rejected the centre-right’s half-hearted
shuffle in the direction of a market economy. 

Neither Mr Chirac, nor anybody else in his lacklus-
tre government, ever took the trouble to convince
MICHEL
GURFINKIEL

Why the
in Euro

Emerging conservative
politicians could benefit from

the dilemmas faced by socialist
governments as they wrestle

with the single currency project

Father of S

Realist: Lionel Jospin
the people – largely because they were lukewarm
supporters of the market economy themselves. But
France has paid a high price. It has elected the only
mainstream political party in Europe still to believe
the state can slice hours off the working week with-
out reducing pay, increase early retirement without
extra cost, and create 700,000 new jobs, half of
them in the public sector, without more public
spending and higher taxes. And just to stir in a little
measure of lunacy, they also handed the balance of
power to a communist party that only abandoned the
hammer and sickle last December.

While President Chirac, who decisively saw off Mr
Jospin in 1995, now sulks in the Elysée Palace after
the most ignominious electoral miscalculation in
postwar France, Paris echoes to the sound of the
Internationale. The new prime minister presides
over a political landscape that is totally changed –
and a financial and economic crisis that is totally
unchanged. France’s best hope is that Mr Jospin did
right sho
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‘There are two choice
as a partner for the U

world, the other is as

, the new French premier, is a Europhile but less dogmatic abou
not mean most of the nonsense he spouted during
the campaign, that he will face reality and buckle
down to the supply-side reforms that the country so
desperately needs. But don’t count on it. 

There is no evidence that he has the stomach to
take on the antediluvian unions, self-interested state
workers, unenterprising business bureaucrats and
leftish ideologues that keep France locked in the
past. Nor does he have a mandate to jettison them
even if he was of a mind to. 

Abandoning campaign commitments has been a
tradition of leaders from De Gaulle through
Mitterrand to Chirac. For Mr Jospin to do the same
would be good for the French economy; but deeply
corrupting of French political life.

So the chances are Jospin will attempt to take
France in a new direction, which means he will soon
be dealing with the first crisis of his premiership: the
future of the single European currency. This week
Paris reverberated to the sound of socialists enthusi-
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astically hammering the last nails into the coffin of
the strong euro. Letting French public spending rip,
insisting that Spain and Italy join in the first wave
and tearing up the stability pact can only mean that
the euro will be a soft, unstable currency, more ost-
mark than deutschmark. 

The former European Affairs minister, Elizabeth
Guigou, claims that these changes do not breach the
small print of the Maastricht treaty. In fact, they run
a coach and horses through the spirit as well as the
letter of the treaty. That will cause Chancellor
Helmut Kohl real problems in Germany, where pub-
lic opinion is already deeply hostile to swapping the
mighty D-mark for a Camembert euro. German sus-
picion is likely to be roused by the noise now ema-
nating from Paris. If Mr Jospin means what he says,
the hard euro is now an impossible dream. That will
make Germans even more reluctant to bury the 
D-mark. 

Unless Mr Kohl can bring the new French prime
minister to heel, the German voters next year could
give the Chancellor the same bloody nose the French
have just given their president. Then the single cur-
rency would be dead, not just delayed. Mr Jospin has
a lot to think about as he ponders the future of
Europe, which now lies in the palm of 
his hand. 
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HE sudden and stunning downfall
of the French conservatives will
surely have consequences for
Europe as a whole. For one

thing, there is now a real chance that
Germany will follow suit and turn to
the left in next year’s election. 

The Germans – a nation with a con-
cern for political and economic stabil-
ity – may have had second thoughts
about dumping the otherwise less and
less popular Chancellor Helmut Kohl
and the CDU-CSU-liberals coalition in
1998 while Europe’s other major coun-
tries were ruled by conservatives.
However, with socialist leaders in
Rome, London and now in Paris, the
outlook is quite different: Europe and
Germany may, after all, be more stable
with a social democratic chancellor in
Bonn as well.

But France’s about-turn is likely to
affect Europe in even more profound
ways. President Jacques Chirac and the
former prime minister Alain Juppé
were committed to implementing the
Maastricht treaty to the letter. While a
Europhile himself, Jospin is less dog-
matic in these matters. So are most
socialist or left-wing leaders in Europe,
including Germany’s Oskar Lafontaine.
This may be actually good news. Even
Chirac and Juppé, or any new conserv-
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ative leader to emerge in France or
elsewhere, may in the long run be in a
position to benefit from this new
course.

What is at stake, really, is the nature
of the European Union. Europe as we
know it is not so much a defined entity
as the unstable result of a series of
endeavours and treaties. Very different
ideas of Europe have been tried at dif-
ferent times; some of them have
worked out, some others have not.

But there have been two basic
approaches. One is Europe as a part-
ner of the United States in a global,
free world. The other is Europe as a
distinct superpower rivalling the US.
Until recently, the first approach has
been favoured by classic conservatives
and moderate social democrats until
very recently. The second, with roots
both in Gaullism and in left-wing
socialism, has provided most of the
Maastricht treaty’s inner logic.

Take the euro, for instance. Why
should there be one single European
currency? Brussels pundits say it is the
only way to get rid of monetary gam-
bling between European nations. But
this is highly questionable. Either the
euro is going to be restricted to the rel-
atively few countries who meet all five
Maastricht criteria (low inflation, low,
long-term interest rates, no devaluation
with regard to other European curren-
cies, minimal budget deficit, moderate
public debt), in which case the weaker
countries would still be able to take
advantage of their own competitive
edge, as Italy and Britain did after
1992.

Or it comes into force all over the
Union, no matter whether the criteria
are met or not: in which case the single
currency’s credibility would be rather
low. 

Moreover, as Françoise Lazare in Le
Monde suggested some time ago, a
strong euro could quickly turn into “a
free-range missile” and disrupt the
global monetary order. A world with
two rival supercurrencies (the US dol-
lar and the euro) and one or two aspir-
ing supercurrencies (the Japanese yen
and perhaps, at some point in the
future, the Chinese yuan) would be
much more vulnerable to global specu-
lation than the present dollar-centred
world.

The real case for the euro, as put for-
ward by some of its chief defenders,
especially in France, is in fact less eco-
nomic than political or geopolitical. A
strong single currency would enhance
nrul
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European identity against American-
influenced globalism. And since it is
essentially a French-German joint ven-
ture, it would perpetuate the Franco-
German de facto domination over the
Union. The implementation of the euro
is thus closely related to other policies
such as the Single European Defence
Policy, the Common Foreign and
Security Policy, the Euro-
Mediterranean Partnership, and the
emerging economic and strategic part-
nerships with southeast Asia or China.

In principle, there is nothing wrong
in more European assertiveness vis-à-
vis America. And it is only natural for
France or Germany – or any other
country – to foster what they see as
their national interests. But one should
wonder at what cost. The US learned
about the dangers of imperial over-
extension. The European Union should
learn about the dangers of overreach. 

OTH France and Germany have
endangered their economies,
over recent years, for the sake
of the Maastricht treaty. Both

have sacrificed growth and employ-
ment. Both have slowed the pace of
reform. Political change in France,
under such conditions, was a logical
and all too foreseeable outcome. The
same may be true soon in Germany.

My advice to both French and
German conservatives would be to
make the best of the present socialist
tide in Europe. If centre-left or left-
wing governments in Rome, London
and Paris are willing to relax the
Maastricht rules, or ease the Maastricht
agenda, or renegotiate the Maastricht
treaty, let them do it. 

This will clear the way for far more
relevant issues with which the conserv-
atives are usually more at home – Tony
Blair being an exception – from free
enterprise and privatisation to tax cuts
and the family.

As far as the standing of Europe or
of each European nation is concerned,
economic growth is the key, not delu-
sions of grandeur or dogmatic
schemes. 

Maastricht or not, euro or not, a
steady four or five per cent growth rate
will turn the European Union into a
superpower. Zero growth or recession
will reduce it to a shambles.

Michel Gurfinkiel is editor of
‘Valeurs Actuelles’ and author of sev-
eral books on international affairs 
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y OF THOSE who live by the
sword remarkably few of them

get around to perishing by the
sword, as promised in holy writ.
Few tears were shed therefore
when it emerged the other day that
a 63-year-old Czech by the name of
Bohumil Sol had committed suicide
by blowing himself up, so effec-
tively moreover that it took a whole
day to collect his scattered
remains.

He held a grudge against the
sanatorium where he lived because
they would not let him fire off rock-
ets and fireworks that scared fellow
patients.

Sol was an explosives expert
known as the father of Semtex, a
man given to the harmless enough
hobby of blasting holes in the
frozen river Elbe.

For the benefit of those who
know little about black military arts
I should explain that Semtex is a
deadly explosive produced in the
former Czechoslovakia. For years
the Czechs distributed quantities of
it into evil hands by way of the free
terrorist market.

The efficiency of Semtex as killer
material is endorsed by every
Middle East terrorist, by the IRA
and by every bunch of troublemak-
ers worldwide who can acquire it.
The Libyans gave it out to bad
causes like sweets for kids.

Unlike dynamite, Semtex is rarely
used for beneficial non-warlike
activity. And at least Alfred Nobel,
who made a fortune from the ear-
lier stuff, had the decency to put
some of the profits into a peace
prize. Semtex has never atoned for
the mischief caused. 

Between them, this explosive
that smells of almonds and the ter-
rorists’ other favourite piece of kit,
the Kalashnikov assault rifle, have
caused more human fear and suf-
fering than even land mines.

y I DO hope that Gloria,
widow of Prince Johannes

von Thurn und Taxis and a former
punk rocker known as Miss
Dynamite, has recovered from the
unpleasantness of having to dis-
pose of her Harley-Davidsons to
ease cash flow problems. She
looks like my kind of princess,
even though she was so short of
the readies that she also had to
sell off a schloss in Bavaria and a
cellar of fine wines.

Now it is the turn of the Italian
branch of the same aristocratic
family to consult auctioneers
with a view to unloading a
castello high above the Adriatic.
In an unsettled world even the
rich have their little difficulties.
You don’t have to be poor to
worry about money. The T and T
family, incidentally made its pile
in the first place by setting up the
first postal system in Europe.
That is more that state-run post
offices have managed since. I
wonder why.

y IF MALIGN electors playfully
arranged things so that the

president of one political persua-
sion had to rule in disharmony with
a prime minister of opposing views
most countries would call that
power sharing. Not the French,
they choose more amusingly to call
it cohabitation, for everything
reminds a Frenchman of sex.

Cohabitation is generally used to
signify living with someone in what
once upon a time, before it became
démodé, was called sin, customar-
ily a man with a woman.

How odd to imagine Jacques
Chirac and Lionel Jospin as politi-
cal bedfellows existing not only
under the same roof, but in the
same legislative bed with, in this
case, a red under it.

It is not entirely coincidental that
the late François Mitterrand made
the simile politically fashionable.
For he was known as an enthusias-
tic cohabitor in both senses. As
president he had frequent tiffs with
his prime ministers, both Chirac
and Balladur.

Whatever the nuances, it seems
that France is doomed to suffer for
quite some time as the domestic
dramas play on. More like a bitter
marriage of inconvenience, if you
ask me. 

Another curiosity of electoral
semantics is the phrase used to
describe candidates who failed to
get a high enough percentage to
secure a seat in the National
Assembly. They are described as
non parvenus, which I suppose
must suggest that the ones who do
get in are just parvenus.

Politics is a tricky old game,
especially for prime ministers. Poor
old John Major called an election a
year late and went into outer dark-
ness. Juppé the Unloved did it a year
too soon and has to content himself
with the mayor’s parlour in Bor-
deaux, a poor exchange for the glo-
ries of Matignon. 

It’s tough not at the top. And,
like the ex-premiers themselves, I
blame the voters.

y AN ENTHUSIASTIC admirer
of Tony Blair, currently

number one at No 10, assures me
that his mastery of detailed
knowledge of the European Union
leaves much to be desired. 

Even on the layout of the prob-
lem tower block of Europe,
where unruly French and German
kids are behaving so badly just
now, Tony is a bit vague.

Indeed, it is not too much to
say that he does not know his
Maas from his Elbe.
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The Peace Implementation Council is
sending mixed messages, writes Ian
Mather, Diplomatic Editor, in LISBON

Bridge of sorrows: Madeleine Albright talks to Muslim-Croat Federation police on the Sarajevo bridge where the war’s first victim was killed

Only sanctions will bring
Bosnians to their senses PORTRAIT

TANSU CILLER

Nightingale who changed her tune
DAMIR SAGOLJ/REUTERS
T was hardly surprising that the
leaders of Bosnia failed to get the
message. First, they were sum-
moned to a Lisbon meeting of key

foreign ministers where a lengthy
indictment for non-implementation of
the Dayton peace agreement was read
out. The charges were serious. Then
the accusers and the accused went off
together for lunch, hosted by the presi-
dent of Portugal at a government hospi-
tality palace. Evening entertainment
was laid on at the luxurious casino in
the fashionable resort of Estoril.

The occasion was the latest meeting
of the “Peace Implementation Council”
for Bosnia at which the major powers
involved (Britain, Canada, France,
Germany, Italy, Japan, Portugal,
Russia, Turkey and the United States)
announced that they had run out of
patience. They warned on 30 May: “The
failure of all the parties to the peace
agreement to comply fully with their
commitments cannot be tolerated.”  

It all sounds very familiar. The
Bosnian parties make promises, break
them, are called to account, make
promises again and break them again.
But one thing has changed. A specific
list of sanctions has been drawn up to
be applied to all three parties where
they are in breach of Dayton. As British
Foreign Secretary Robin Cook said:
“For the first time we have committed
ourselves to setting dates as deadlines
for specific measures.” 

The international community has rea-
son to be furious about the lack of
compliance to the US-brokered peace.
Sixteen months after the signing of the
Dayton accords, the leaders of the
three groups in Bosnia have made a
mockery of their pledges. In Wash-
ington there are widening divisions
between the Pentagon and State
Department over policy towards Bos-
nia, but Secretary of State Madeleine
Albright left Portugal to press her
department’s robust line. She person-
ally confronted regional power brokers
President Franjo Tudjman of Croatia
and Slobodan Milosevic of Serbia,
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threatening loss of financial aid unless
there is progress. She then revisited
Bosnia.

According to the declaration issued
at Lisbon, Serbs, Croats and Bosnian
Muslims are equally to blame for “a pat-
tern of discrimination and harassment
of ethnic minorities throughout the
country”. The charges are that they
have failed to establish functioning cen-
tral institutions for the Bosnian unitary
state, to ensure freedom of movement,
freedom of communication and free-
dom of the press; failed to co-operate
in preparing for municipal elections
due this autumn, to hand over indicted
war criminals, to implement the arms
control agreement, to put in place eco-
nomic measures needed for Bosnia to
function as a single state, and failed to
develop a democratically-restructured
police force.

Worse, homes built with international
funds for returning refugees are being
torched, and many of these abuses take
place not just under the noses of the
police but with their collaboration. The
three entities have also failed to intro-
duce a single telephone system, a single
system of car registration, and a civil
aviation authority. As a result of all
these failings, more people are still
leaving Bosnia than returning.

The list of sanctions approved in
Lisbon may prod the former warring
factions into a measure of compliance.
After 1 August, the international pow-
ers will deal only with those Bosnian
ambassadors who represent the unified
country. After 1 September, they will
recommend that flags and emblems
dating from the time when the country
was split should not be recognised
internationally. From next January,
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only cars with unified number plates
will be allowed across international
borders. International flights will cease
unless a common civil aviation author-
ity is established. The High Represent-
ative, Carl Bildt, will be able to close
down media whose output contravenes
the peace agreement.

Visas will be denied to anyone associ-
ating with indicted war criminal and
Bosnian Serb leader Radovan Karadzic,
who “continues to influence and take
part in the political decision-making in
violation of both the letter and the
spirit of previous undertakings”.

Unless the Bosnian authorities put a
unitary budget into practice, there will
not be another conference of donor
countries, which could unlock a further
$1 billion in aid. A donors’ conference
for this spring has been cancelled.
International aid will be  more closely
targeted at communities which allow
refugees to return.

The 33,000-strong international
Stabilisation Force (S-F0R) has
ensured peace in Bosnia. But on sub-
stantial issues, such as the develop-
ment of inter-ethnic institutions, return
of refugees and the rights of minorities,
animosity between ethnic groups is
unabated. 

The US remains unwilling to sanction
the use of snatch squads to hunt
indicted war criminals, so Karadzic and
others look likely to remain at liberty.
Meanwhile the mandate for the Nato
stabilisation force has a year to run.
This is very little time for the transfor-
mation needed for enduring  peace. 

The tough new international mood is
driven by the United States. The Bosnia
venture is politically unpopular in
America and the White House insists
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that American troops will be withdrawn
by June next year. If that happens,
Britain and France say that they too
will pull out their troops. Renewed civil
strife will be inevitable. Although they
publicly deny it, the international pow-
ers are working on several options,
including that of retaining some kind of
international force. There is half-joking
talk of S-FOR being succeeded by 
E-FOR – “Eternity Force”.

The option of seeking alternative
leaders in Bosnia is not available. The
current batch were all elected, and
have the support of their own ethnic
groups. But is it really necessary to
treat them so royally? At the next meet-
ing of the Peace Implementation
Council, due to take place in Berlin in
December, the hosts could suggest that
the Bosnian leaders make their own
eating arrangements. And they could
leave them off the invitation list for the
cabaret. At least the message would
then be clearer.
Mass graves in the former Yugoslavia: if many of those responsible are tried and convicted, where would they be imprisoned?
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YELO BLCK
HERE is an old Turkish saying
that a nightingale is judged by
what it sings. As Tansu Ciller pre-
pares for the almost inevitable

early elections, the leader of the True
Path Party (DYP) will be hoping that
the Turkish electorate is more forgiv-
ing of its politicians than its songbirds.

On 1 June Turkey’s first Islamic
prime minister, Necmettin Erbakan of
the Refah or Welfare Party, the major
partner in the ruling coalition with the
DYP, announced that he would hand
over the premiership to Ciller in the
run-up to the poll, expected to be held
either this autumn or spring next year.

The transfer still has to be ratified by
parliament, which is far from a fore-
gone conclusion given the coalition’s
fragile majority. The elections may
come sooner rather than later. Then
Ciller, in her turn, may pay the price of
failure.

Few will have forgotten how, before
the last general election in December
1995, Ciller called on the electorate to
vote for her to prevent Refah coming
to power and dragging the country
back to the Middle Ages. Refah was,
she said, a greater threat than the sepa-
ratist Kurdish Workers Party (PKK),
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currently engaged in a vicious armed
struggle with the Turkish armed forces.
Yet within six months Ciller had
formed a coalition with Erbakan.

It was not only Turks who were dis-
mayed. In December 1995, at the urg-
ing of Ciller, the European Parliament
approved a customs union with Turkey
– essential, she claimed, to ward off the
Islamic threat. When Ciller then
brought Erbakan to power western
diplomats in Ankara, many of whom
had lobbied their governments to sup-
port her, felt personally, as well as pro-
fessionally, betrayed. “How can we
ever trust Ciller again?” asked one
European diplomat.

But Ciller’s about-face came as no
surprise to those who had worked
closely with her. Born in 1946 to a
lower middle-class Istanbul family,
mark bat
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Ciller married Ozer Ucuran, the son of
a chauffeur, while still in her late teens.
Ucuran took his wife’s surname –
something almost unheard of in the
male-dominated Turkish society of the
early 1960s. They had two sons.

Contemporaries remember that the
couple never had any money. Tansu
used to do the laundry in the kitchen
sink and make her own dresses. But
thanks to her family, she went to the
United States where she completed a
doctorate in economics at Yale
University. Maybe it was exposure to
the American free market philosophy
which not only nurtured her enthusi-
asm for Thatcher-style market econom-
ics, but also made her determined to
engineer a permanent escape from her
own poverty trap.

N her return to Turkey, Tansu
embarked on an academic
career at Istanbul’s Bosphorus
University, while her husband

went into business. In 1980 Ozer Ciller
was appointed general manager of
Istanbul Bank. Within three years the
Cillers had become immensely rich;
then the bank collapsed. An auditor’s
report alleged that Ozer had forged
invoices and granted huge non-per-
forming loans to companies in which
he had a personal interest. He was
acquitted in court, but it was the start
of a succession of allegations over the
Cillers’ handling of financial affairs,
both private and public.

Most of Tansu’s academic colleagues
describe her as egocentric and difficult
to work with, refusing to listen to any-
one who did not share her opinions.
“She couldn’t even run her department.
I don’t know how anybody expected
her to run a country,” said one.

When Ciller finally entered politics,
she chose the DYP, a rural conserva-
tive party headed by Suleyman
Demirel. Demirel promised Ciller a safe
seat but she was concerned that the
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party was too traditional. “She was
almost an enemy of religion,” said vet-
eran journalist and former close friend
Nazli Ilicak. “She never fasted, didn’t
know how to pray and never covered
her head. It was only later, for political
reasons, that she began portraying her-
self as a Muslim.”

The DYP emerged as the leading
party in the 1991 general elections,
with Demirel as prime minister and
Ciller in the cabinet with special
responsibility for economic affairs. On
the death of President Turgut Ozal in
1993 Demirel took over, leaving the
way clear for Ciller to stand for the
vacant leadership of the DYP. Dazzled
by the prospect of the impact on
Turkey’s image abroad of having a
woman prime minister, the party
elected her. With her honey-blonde
hair, excellent English and economic
outlook, she was hailed as the face of
Turkish modernisation. But soon the
image began to crack.

Ciller decided to cut
the budget deficit by can-
celling auctions of trea-
sury bills, but the Turkish
lira came under increas-
ing pressure. In early
1994 the currency col-
lapsed and Turkey
entered the worst finan-
cial crisis of its history.

By the end of the year
inflation had hit 150 per
cent and gross national
product had shrunk by
six per cent. Inevitably, it was the poor
who suffered most; they turned in
increasing numbers to the Islamic
Refah Party. Soon after being
appointed prime minister Ciller
declared war on corruption. But the
stigma over her own affairs refused to
disappear. Journalists discovered more
than $6 million worth of assets belong-
ing to the Cillers in the US, including a
shopping mall and a hotel they owned. 

But before allegations over state con-
tracts could be investigated by a parlia-
mentary committee, Ciller called the
1995 general election. Part of the deal
for the eventual coalition with Erbakan
was a block on investigations into her
and her husband’s affairs.

Others had also grown rich. There is
increasing evidence that clandestine
groups formed to combat the PKK in
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southeast Turkey are out of control and
are conducting summary executions of
suspected PKK sympathisers, as well as
taking a percentage from the lucrative
heroin smuggling trade. In November
1996 a member of one of the groups
was killed in a car crash and turned out
to be a wanted gangster. Ciller pro-
voked an outcry by publicly defending
him, declaring: “Those who shoot for
the state deserve as much respect as
those who die for it.”

Ciller’s speeches are repetitive and
her Turkish often peppered with gram-
matical errors. But television and
newspaper photographs do little justice
to a physical charisma which can
dazzle men and women alike. Yet over
the past few months, Ciller’s leading
aides have slowly begun to desert her.

Whatever public support she had has
also begun to fade. Turks have been
traditionally poorly served by their
politicians. Corruption, patronage and

influence-peddling are
endemic at almost every
level of government. For
many, Ciller was a
chance for a fresh start, a
break with the past. Now
most have lost faith in
the system. Recent opin-
ion polls suggest that 50-
55 per cent of the elec-
torate do not support any
of the political parties.

“The system was rotten
before, but at least there
was something to work

with,” said Pinar Ilkkaracan, one of
Ciller’s former students and now a
leading women’s rights activist. “But
under Ciller the situation has got
worse. She has provided more support
to conservative elements in society
than any of the male politicians.”

Her critics say that Tansu Ciller has
demonstrated that she is prepared to
pay almost any price to hold on to
power. “Apart from being right of cen-
tre, she wasn’t particularly ideologi-
cally driven. She just wanted to be in
power,” recalled Ilicak.

Nor is it any secret that she has set
her sights higher than just being
Turkey’s first female prime minister.
She and Ozer like to escape the politi-
cal turmoil by cruising on their yacht
which is called “President”.

Gareth Jenkins
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REUTERS
o crack after a succession of scandals
A BOSNIAN Muslim acc-
used of beating and tor-
turing Bosnian Serb pris-
oners in a concentration
camp, stands in the dock
accused of war crimes.

Prosecutors at the
International Criminal
Tribunal for the former
Yugoslavia have ruled
there is a case to answer.
Yet the trial of Ferid
Halilovic is not being held
in The Hague, but in a
packed courtroom in the
Bosnian Serb republic.

As a former Serb pris-
oner accuses him of kick-
ing and beating prisoners
with a chair, Halilovic
fixes his eyes straight
ahead. His lawyer is trap-
ped outside the court,
blocked by angry Bosnian
Serb civilians threatening
to slit his throat. 

Denied protection by
local Bosnian Serb police,
the lawyer abandons his
client to return home
over the inter-entity
boundary line which sepa-
rates the Bosnian Serb
entity from the Muslim-
Croat Federation.

When the International
Criminal Tribunal for the
former Yugoslavia
(ICTY), was established,
few imagined it would
allow war crimes cases
that it approved for trial
to be conducted like this. 

Few could have envis-
aged that cases processed
by The Hague would end
up at trial in the region
where the atrocities were
alleged to have taken
place. Yet 13 trials are
being conducted in this
divided land – a post-war
zone rather than a united
country – that is strug-
gling to develop a judicial
system in the wake of
war and communism.

The trials in Bosnia
routinely breach western
concepts of fairness.
Bosnia lacks an indepen-
dent judiciary, as Charles
Rudnick, representative
of the American Bar Ass-
ociation in Sarajevo,
explained: “Judges have
been appointed by politi-
cal parties who are run-
ning the country and are
bringing the war crimes
cases.” 

Witnesses are terrified
to make statements or
come to court because it
means crossing the boun-
dary line. 

Add to this the weak
tradition of defence in a
formally communist coun-
try, frequent obstruction
of meetings between
defence lawyers and their
clients, and the rule in
the Bosnian Serb republic
that Federation lawyers
are not permitted to prac-
tise before a Serb court,
but only act as assistants,
and there seems little
hope of a sound verdict. 

The manner and condi-
tions of detention are
also questionable. In both
the Federation and the
Republika Srpska, deten-
tions are often accompa-
nied by beatings to obtain
a confession. Lawyers
commonly call this the
three-day “beating per-
iod”. As in many other
cases, Halilovic claims he
gave his statement under
duress – with a piece of
glass on his throat and a
gun to his forehead. 

Trials in the Muslim-
Croat Federation are also
a cause for concern. In
the Bihac area several
Bosnian Muslims are fac-
ing war crimes charges
after fighting with the
Bosnian Serbs against fel-
low Muslims. Seven men
have already been sen-
tenced  and a further four
remain in detention. 

International observers
have persuaded the
Bosnian Muslim authori-
ties to move one trial to
Sarajevo for fear that
otherwise there would be
tainted justice.

The Hague operates
with few resources, but
Bosnia’s courts are strug-
gling with pathetically
little. The main war
crimes prosecutor who
assembles cases for the
Federation in Sarajevo
does not have a computer
or even a telephone that
can make outgoing calls.

The cases being tried in
Bosnia are those that The
Hague court has chosen
not to take on. The inter-
national community has
installed monitors in the
courtrooms. In the Halil-
ovic trial there is just an
American policeman
reliant on an interpreter.
Such monitors are seen

as so weak that one west-
ern lawyer at the Inter-
national Crisis Group in
Sarajevo has suggested
briefing cards should be
issued to them so that
they can tick off from a
list the basic criteria of a
“fair hearing”.

Deputy prosecutor
Graham Blewitt at The
Hague tribunal admitted:
“There are questions
about whether the trials
which are going on are
fair ones.” Yet he did not
feel the process should be
stopped. “A point has to
come where there can be
confidence in the national
courts’ processing and
handling of these cases.”

He concedes that
according to its statute,
The Hague has the legal
power to intervene. It
can take over the case
after the verdict has been
reached or during the
trial if it believes there is
a lack of impartiality or
independence. 

But he does not believe
this makes the Inter-
national Court the guar-
antor of justice. “If that
is what we are told to
take on, we need more
resources,” he said. 

Yet allowing these tri-
als to continue lays The
Hague open to accusa-
tions that it is presiding
over random justice. In
Bosnia, most defendants
seem likely to receive
rough justice – something
this country has lived
with for too long.
controls

FOR years, a world criminal
court was a faint glimmer in
the eye of human rights
campaigners. But finally the
international community has
declared itself in the politi-
cal mood to make it a real-
ity. In June next year, the
United Nations will meet in
Rome and is set to give its
approval to the concept of
an International Criminal
Court (ICC).  

Unlike the ad hoc war
crimes tribunals at The
Hague and Arusha, set up by
the UN Security Council and
dealing with the former
Yugoslavia and Rwanda
respectively, this will be a
permanent court under UN
auspices. However, unlike
the International Court of
Justice or the Law of the Sea
tribunal, individuals – not
states – will be on trial.

This will produce a new
dilemma: when criminals
have been tried and con-
victed, where can they be
imprisoned? The problem
will soon arise, as convic-
tions begin to mount from
The Hague and Arusha. 
The Netherlands already

feels it has done enough by
hosting the tribunal and pro-
viding remand facilities in a
UN detention centre in the
Dutch prison of Scheven-
ingen. It is not prepared to
act as jailer too: the UN will
have to find permanent cell-
space elsewhere.

The more heinous the war
criminal, the less willing
countries will be to have
them in their jails, says
Cherif Bassiouni, professor
of international law at St
Paul University in Chicago,
and vice-chairman of the UN
preparatory committee for
the International Criminal
Court. “Countries may
accept small-time convicts
like [Dusan] Tadic, but if it
were [Bosnian Serb military
leader Gen Ratko] Mladic or
[political leader Radovan]
Karadzic, the response
would probably be, ‘we
U

don’t want this guy’,” he
said. Bassiouni says that an
international jail is the only
long-term workable solution. 

“Farming out prisoners
may be cheaper, and politi-
cally easier in the short
term. But my feeling is that
governments will come back
to the idea of creating an
international prison.” 

Bassiouni has suggested
that a piece of territory, per-
haps a Pacific island, could
be “donated” to the interna-
tional community, to avoid
the risk of a host state being
singled out for vengeful
attacks.

“The problem is really one
of cost and image. World
public opinion may find the
prospect of an international
Devil’s Island or World
Spandau unpalatable,” ad-
mits Bassiouni, who says he
will be raising the issue at a
pre-Rome ICC administra-
tion meeting in December.
One of the reasons why
the Rwanda and Bosnia tri-
bunals are having to resort
to ad hoc custody solutions
is that they are themselves
ad hoc institutions, whose
authority comes from the
UN Security Council rather
than multilateral treaties.
The ICC, it is hoped, will
have a broader power base. 

Many areas of the ICC’s
jurisdiction are already
agreed. It will not administer
the death penalty and ini-
tially will cover only war
crimes and human rights
abuses. The option remains
to expand into international
terrorism, hijacking and
drug trafficking.

“This court is a critical
step forward to enforce
respect for the laws of war
and human rights,” said
Richard Dicker of the
Washington-based Human
Rights Watch. 

“The question is whether
the court will be effective;
whether it will have the
capacity to investigate and
prosecute at senior levels.”
UNTIL the spectacular fall from
grace of the British Conservative
Party, Denmark managed to shield
some of its more sceptical feelings
towards Brussels behind Britain’s
armoured skirts.

But the arrival of Labour and
Tony Blair hailing a new dialogue
and a less confrontational stance
has exposed the solitary Danes in
an invidious position.

The Danish government has two
Euro battles on its hands. On the
home front it faces court action by
a small group of Eurosceptics who
accuse it of signing away too much
sovereignty to Brussels when it
ratified the Maastricht treaty in
1993. In Brussels it is waging an
increasingly lonely but principled
war to prevent further power-
sharing with the Commission and
the Court of Justice on matters of
asylum, immigration, border con-
trols and visas.

Throughout the 15-month nego-
tiations of the revision of the
Maastricht treaty, due to be
agreed in Amsterdam this month,
the Danes have steered a cautious
line between building consensus
and refusing to cede more power.
But with less than two weeks to

go before what has been called a
potential “night of the long
knives” – the EU heads of state
and government summit – Copen-
hagen is at loggerheads with most
other governments, and no longer
certain of the support of Britain.

The casus belli is the Schengen
accord – an agreement for the abo-
lition of internal border controls
signed by seven countries in 1985
– which Denmark ratified in the
Folketing on 30 May and hopes to
have joined by the end of the year.

The status of Schengen in the
future treaty is one of the most
contentious issues. When the
Dutch presidency produced a text
earlier this month incorporating
the accord into the treaty so that
certain Schengen issues such as
decision-making on asylum and
immigration would be shared with
the Commission, the Court of
Justice and possibly the European
Parliament, almost all EU delega-
tions gave their approval. But it
caught the Danes quite off guard.

While even Blair is prepared to
turn a blind eye to switching
responsibility for some judicial
matters to the EU institutions in
return for “cast-iron legal guaran-
tees” that Britain would never be
asked to lift its border controls,
Denmark knows that any further
erosion of national sovereignty in
this field would cause a domestic
uproar, and would undoubtedly
lead to more referendums.

A Danish foreign office diplomat
told The European: “The worst-
case scenario now is that we ratify
Schengen in the Danish parliament
and then we have to pull out of it.
Some of the issues that make up
the accord, such as external bor-
der control, asylum and visa poli-
cies, must remain under govern-
ment jurisidiction in the Council
of Ministers. To put them into the
hands of the Commission and
other EU institutions would be a
disaster for us.”

One high-ranking diplomat, who
believes the Danes have behaved
like “ostriches with their heads in
the sand”, said: “The best the
Danes can hope for in Amsterdam
is a protocol allowing them a sepa-
rate agreement or opt-out. 

“But they would be shooting
themselves in the foot because
they would automatically have to
give up voting rights over home
and justice affairs at Community
level. They would be reduced to
little more than observer status.”

Another possible compromise
would maintain control at
national government level for
another five years, at which point
they would switch to the suprana-
tional EU bodies. But the Danes
are on their own because the
British, who might once have sup-
ported them, have effectively won
their battle over borders.

For the Social Democrat govern-
ment of Poul Nyrup Rasmussen,
the issue is a historical and sym-
bolic one. Danes have never been
among the most enthusiastic for
European integration. They are
jealous of their sovereignty, espe-
cially in the light of past conflicts
with the neighbouring Germans.
The salaries and fringe benefits
enjoyed by EU officials persis-
tently annoy them. 

Now the people of Jutland in
the south are taking to the streets
to protest at the incorporation of
their area in the so-called Euro-
region-Schleswig, to be run jointly
with Germans across the border.

When Denmark signed the Maas-
tricht treaty in 1993, it secured
opt-outs over the European single
currency, defence, European citi-
zenship and justice and home
affairs, to reassure electors that
not too much power was being
handed to Brussels. The conces-
sions were billed a “national com-
promise” following on the Danes’
rejection of the treaty in a refer-
endum the year before.

As one Danish offical said:
“What we are fighting for now is
highly symbolic because this is
precisely what we had opted out
of when we signed up to the first
Maastricht treaty. We have no
problem with the substance of
Schengen, but we don’t want the
Commission to have the sole right
of initiative. Schengen must
remain intergovernmental.”

In a year or two, political ana-
lysts warn, the government will
have to explain why Denmark has
lost all its influence over common
security and justice arrangements.
The possibility of another referen-
dum to revoke the opt-outs should
not be ruled out. 

In Copenhagen, the court case is
casting an unwelcome shadow
over the last-minute horse-trading.

As the curtain is raised on the
Amsterdam drama, Denmark finds
itself cast as the lone crusader and
in desperate need of some emer-
gency coaching in method acting.
Perhaps Rasmussen should give
John Major a ring.
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Exotic ices
melt Russia’s

resistance
Miranda Anichkina
in MOSCOW reports 
on the craze for ice

cream made at home

Frozen assets: ice cream on a wintry day in Nizhny Novgorod

Europe 
hits the
bottle

Milk is being sold as
the drink teenagers

need to be seen with,
reports Cathy Savage

Model of health: Naomi Campbell is enlisted to disprove the popular notion that dairy products are for wallflowers
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EX and milk and rock
’n’ roll? As catch-
phrases go, it hardly
rolls off the tongue.

But that’s the slogan the
Italians are using in their
strategy to persuade young
people that milk is the drink
of the future.

It does not take a lot of
research to prove that milk
has scant street credibility
among fashion-conscious
youngsters. Milk may be
healthy but it is hardly
glamorous.

The milk industry lacks
the multi-million-dollar clout
to give the drink the glitz of
heavily promoted Coca-
Cola, and it is hard to imag-
ine the Spice Girls getting
nasty for milk as they did for
Pepsi. Neither does milk
have the illicit charm of an
alcopop to endear it to the
young. As a drink it has its
image rooted firmly in the
family home.

Faced with a rising milk
lake and worries about cal-
cium deficiencies in the
young, the European Com-
mission is funding 16 pro-
grammes across the conti-
nent to attempt to redress
the balance.

Trust the Italians to make
sex appeal the key to spic-
ing up the dairy business.
They are taking the white
stuff to the dance floor. The
Associazione Italiana
Allevatori (AIA) has commis-
sioned a set of eye-catching
advertisements promoting
milk as an alternative to
alcohol, rather than as just
another soft drink.

The posters show sexy
and provocative figures such
as a sailor sporting the clas-
sic tattoo “Love” alongside
the slogan: “Drink to
remember”. Another reads:
“Go on, drink like a fish”.
Tracks by rap artists
extolling the wonders of
milk have been commis-
sioned, and 60,000 CDs and
cassette tapes are to be
handed out to nightclub
crowds along
with free
glasses of milk. 

F r a n c e s c a
Ferrari, who is
responsible for
the campaign
for AIA, said:
“The first thing
to do was to
detach the
image of milk
from that of
motherhood, since people
stop drinking milk as
teenagers, as a symbol of
their rebellion against the
family. We hope that this
approach will break the link
between milk and the baby’s
bottle which we believe pre-
vents the wider drinking of
milk among the young.”

The challenge for adver-
tising agencies is to bring
the marketing dream of
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“cool” to the traditional
dairy product and have
youngsters reaching for it
with no damage to their
kudos. It looks like an uphill
struggle. 

Add to this the competi-
tion from a flood of soft
drinks and the job looks
harder still.

A survey undertaken by
the Swedish Dairies Assoc-
iation showed that most
children thought the typical
young milk drinker was a
stay-at-home wallflower who
was health-conscious and
introverted. Thus the dairy
advertisers are going all out
to show the opposite.
Television commercials for
the new push show young
athletic body-beautifuls
laughing and playing in the
sunshine. 

It is not the Commission
agriculture department’s
usual scene, but it is doing
its best. Spokesman Gerald
Kiely said: “One thing we
have on our side is that milk
really is a healthy drink. It is
difficult for other soft drinks
to sell themselves from a
health point of view, so we
are concentrating on milk’s
image as a pure, clean, nat-
ural product.”

He is convinced that the
battle can be won, however
unlikely it seems. 

“There is absolutely no
reason why milk shouldn’t
be seen as a modern drink,”
he said. “It is in people’s
own interests to drink it,
and it is great value for

money. Milk is
probably the
most balanced
individual item
of food you can
have. It is hard
to believe it
actually needs
promotion at
all.” It would
seem an argu-
ment unlikely
to cut much ice

with the young.
The whole project hinges

on persuading the public
that milk is a drink to be
seen with – or at least a
drink not to hide under the
table. Régis Mont-Reynaud,
the co-ordinator in France,
is targeting the campaign at
15-25 year olds as a route to
the whole population. 

He explained: “The under-
15s want to reach that age
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bracket as quickly as possi-
ble, while the over-25s want
to get back to it. What is
good for the 15-25 year olds
is good for everyone
because it is that age group
that sets the trends.”

According to a recent
Italian study, young people
in that age group drink only
0.15 litres of milk per day,
less than a third of the rec-
ommended intake. This pat-
tern is repeated across
Europe, with the level of
consumption dropping from
the time children reach their
teens. The argument is that
a low intake of dairy prod-
ucts is likely to mean cal-
cium deficiency, a condition
that stores up health prob-
lems for later life. 

The most common risk for
those who skimp on their
milk intake is osteoporosis,
a degenerative bone condi-
tion which affects mainly
older women. By the age of
60 one in four women suf-
fers from osteoporosis, com-
pared with one in 20 men. 

Unfortunately, the one
group least likely to drink
enough milk is precisely the
group which needs it most:
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teenage girls. Increasingly
weight-conscious and
obsessed by their appear-
ance, young girls are quick
to abandon dairy products
because of their fat content. 

Nutritionist Louise Byrne,
who visits schools as part of
the Irish dairy campaign,
said: “They have this idea
that it is a high fat food, but
it isn’t. Milk contains half
the fat of crisps or chocolate
and it is essential for the
development of young peo-
ple. But of course it is no
good just saying to kids if
you don’t drink milk you
might have bone problems
when you are 60, because
when you’re young, 60
seems a lifetime away.”

One important factor for
winning over teenage girls is
the face used to promote the
product. By using models
such as Naomi Campbell
and Kate Moss, the cam-
paign strikes at the heart of
girlish aspiration. Girls may
not believe that milk will
help them achieve the
sought-after waif look, but if
their role models endorse it
then the product gains
much-needed respect.
 searc
Byrne explained: “Teen-
agers are very impression-
able, and what tends to
mean most to them is image.
In America they are using
the cast of the television ser-
ial Friends to give milk
more appeal. In Ireland we
have a commercial with a
catchy tune, we take chil-
dren out for a
sports day at
the swimming
pool and we
e n c o u r a g e
them to try
other fashion-
able ways of
enjoying milk.
One of our lat-
est projects is a
series of cap-
puccino morn-
ings for young people. 

“Some products, such as
yoghurt or milkshake, have
good images already. We are
just trying to get that for
milk itself as well.”

Anna Sjogren, the Swedish
project leader whose
national campaign also
takes her on a tour of the
country’s schools, said: “It is
a big task to give milk a
modern image, especially
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when so many young people
seem convinced that milk is
going to make them fat and
ugly. Our main message is
that you should be proud of
your body, and drink milk
because it is healthy. 

“In the autumn we will
give schoolchildren a
chance to suggest how they

think milk
could be mar-
keted to best
appeal to their
age-group.”

National adv-
ertising cam-
paigns are
already under
way in Ger-
many and
Britain to sell
milk as an

appetising drink for modern
life.

The Commission is claim-
ing positive feedback so far,
but whether youngsters will
really swap their fizzy pop
for a glass of milk remains
to be seen. If they do then
the marketing men really
can go off for a celebratory
drink. Of milk, of course.

Additional reporting by
Michele Puccioni
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PAWEL KOPC
LAB technician Tamara
Yampolskaya was incred-
ulous. “Buy ice cream in
the summer? Why on
earth would you do
that?” she said as she
licked at her vanilla whip.
“It would melt down your
arm before you’d had a
chance to eat it.” 

The sight of citizens
queueing in sub-zero win-
ter temperatures for ice
cream was final proof the
Soviet-era tourist needed
that the Russians, if not
downright mad, were dif-
ferent. 

Certainly, it is possible
in Russian winters to
take a long walk home
and then produce per-
fectly solid ice creams
from your shopping bag.
Not solely considered a
children’s treat, ice
cream is big in Russia. No
festive meal is considered
complete without it,
every Russian restaurant
serves it – it’s often the
only dessert on the menu
– and few Russians walk
past an ice-cream kiosk
without stopping to buy.

But the 1991 fall of
communism dealt a blow
to the domestic ice-cream
industry which only pro-
duced one flavour:
vanilla. Entranced with
the fancy packaging and
exotic flavours of newly
available foreign ices,
Russians flocked in
droves to Baskin Robbins
street stalls and snapped
up popular western
brands like Häagen-Dazs
in the hard-currency
supermarkets.

By last year Russia’s
annual production figures
had dropped from
350,000 tonnes in 1990 to
180,000 tonnes, while
western giants Baskin
Robbins and Nestlé
recently inaugurated pro-
duction facilities in
Russia investing a respec-
tive $30 million and $40m
annually.

But Russian producers
are poised to fight back,
and the outlook is good.
This is partly because
Russia’s love affair with
everything western has
given way to a more
 in his
patriotic mood, and
partly because Russians
have remembered that,
despite its grim packag-
ing, Russian ice cream is
actually delicious. Sud-
denly it’s trendy to scour
the freezer cabinets for
“real Russian ice cream”.

“The worst is over for
Russian ice cream,” said
Valery Elkhov, president
of Moscow ice-cream
makers’ association Stol-
ichnoye Morozhenoye.
“Our ice cream is world
class and I think we can
safely expect an upswing
from now on.”

Exploiting the potential
of Moscow’s forthcoming
850th birthday celebra-
tions, producers have
come up with exotic
names like Fantasy and
Kremlin Jewels for their
products – the latter is
said to feature a blend of
exotic fruits, but getting
the ingredients out of
them seems to be a job
for the old KGB. They
have also introduced a
host of new flavours
(including crème brulée),
all of which will be intro-
duced to Muscovites at a
planned ice-cream festi-
val during the celebra-
tions.

The association, which
claims its members are
producing 100 tonnes daily,
are planning an increase in
the number of sales out-
lets, an aggressive market-
ing campaign  and west-
ern-style packaging.

However, a recent tast-
ing organised to show off
the capital’s latest flav-
ours to journalists fell
flat when a group of
Second World War veter-
ans, attending an event in
the same building, acci-
dentally stumbled into
the room. By the time the
journalists arrived they
had polished off the lot.
All they would say was
that Kremlin Jewels was
their favourite.

JON SPAULL / PANOS
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MICHAEL JACKSON loves us. In fact,
he loves us so much he wants to buy
us. 

When the superstar arrived in
Poland last week he greeted a crowd
at Warsaw airport with the words: “I
love you. I love you Poles, because
you people love each other so deeply.”  

Not so different from his little
speech in Scotland earlier this year. 

“I love it here in Scotland,” he
gushed in his thin high-pitched voice.
“I want to make this my home. The
country is beautiful and the people are
beautiful.”

For the next three months 18 west
European nations – only Portugal is to
be spared – will be subjected to the
same syrupy spiel and they will all lap
it up. The King of Pop is on tour and
apparently on a mission to make
friends and buy things. 

He is said to be looking for the per-
fect fairy-tale castle – a Schloss
Jackson or Château Jacqueau – where
he can bring up Crown Prince Michael
junior. He also wants to show his love
for the children of Europe by invest-
ing hundreds of millions of dollars in
a string of EuroJackson theme parks. 

“Michael plans to open theme parks
with funfairs all around the continent,
and he is also looking for a European
base,” confirmed his European publi-
cist Mitch Vannoni. “He has inspected
a number of properties but we can’t
release any more details for the time
being.”

Jackson’s love of children and all
things childish is said to stem from his
childhood, or lack of it. When his son
was born in February, he
made this heartfelt plea to
the media: “I grew up in a
fishbowl and I will not
allow that to happen to my
child. Please respect our
wishes and give my son
his privacy.”

Jackson may be a bit
odd, but he knows how to
make money. While atten-
dances have been falling
during his epic HIStory
World Tour, 100,000 fans
did throng to watch his
first performance in
Warsaw last autumn, and
he repaid their devotion
with a return visit. 

He was also enamoured
of Poland’s growing mar-
ket of 40 million people.
Moments after his raptur-
ous welcome from hun-
dreds of shrieking school-
children, Jackson was off
in his helicopter inspect-
ing sites for the Polish
Jackoland. He toured
Wilanow castle and stopped at Lubiaz,
an ancient monastery complex near
Wroclaw complete with a ruined
castle.

“Michael Jackson is interested in
major investments in Warsaw. His
people want to get down to business
as soon as possible,” said Marcin
Swiecicki, the mayor of Warsaw who
has secured a letter of understanding

with the Jackson camp for a family-
oriented theme park project which
would be launched within the year. 

“This will be something magnifi-
cent, a big project which may become
a great European attrac-
tion,” he said. 

If it goes ahead – for
Jackson is famously capri-
cious – the $100 million
project will be the biggest
investment ever made by
an individual in Warsaw.
The Saudi royal family,
with whom Jackson has a
mutual interest in theme
parks, is hoping to open a
Planet Hollywood restau-
rant in Warsaw in six
months, according to
Prince Al-Waleed, a co-
owner of Disneyland Paris
and Planet Hollywood. 

News that Jackson had
transferred his affections
to Poland was greeted
with equanimity by the
Scots, who, in spite of
fevered press speculation
that he was keen to bring
up Michael junior in the
clean Caledonian air and
intended to buy a castle,
remained sceptical that

Jackson would ever swap his ersatz
United States pleasuredome
Neverland for a Scottish Heatherland
complete with dungeon and peat bog. 

In February he was spotted castle-

Major investment:
Michael Jackson
arrives in Warsaw
seeking sales and
a suitable palace

ZYNSKI / REUTERS
hunting in Galashiels, in the central
Borders, and had also paid a visit to
Stirling Castle, which is definitely not
for sale. The Irish, too, had been paid
a visit by Jackson agents looking for
an emerald palace in County Cork. 

Last year Jackson’s tireless search
took him to France, where he con-
ducted an extensive survey of
châteaux the length and breadth of
the Loire valley. 

He was, according to aides, looking
for “somewhere like Sleeping Beauty’s
castle”. But it turned out that reports
he had bought the 15th-century
Château de Chabenet – complete with
no fewer than eight towers, a moat
and drawbridge – were themselves
fairy-tales. 

The explanation for Jackson’s
fevered quest for the perfect castle
may lie the sales figures of his current
album.

Although remarkable by any artist’s
standards, they are down on his previ-
ous two albums, Bad and Dangerous,
which sold 22 million each. Thriller
was the best-selling album of all time,
but HIStory has sold just 11 million
copies. 

Buying and investing around
Europe, or suggesting he may do so,
could just be a help.  

Whatever the motive, one thing is
beyond doubt: Europe will continue to
be smothered with love until
Jackson’s royal progress comes to an
end in Ostend at the end of August.
Brace yourself, Belgium. 

Additional reporting by Jurek
Pys
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Housing battle rages in
Valley of the Temples

e: modern housing encroaches

Love among the ruins: a bridal couple arrives at the Valle dei Tempi for photographs

Is Europe ready to
be a French colony?

Instead of warfare,
Paris is using 

administrative guile
to build a new empire

 French favour o
ted democracy a
ernment by expe

ALISTAIR
MCALPINE

Demolition threatens
illegal Sicilian homes 
in a historical setting,
reports Chris Endean

in AGRIGENTO

PHOTOGRAPHS: ANTONELLO NUSCA

CYAN
TALO DI STEFANO has a
room with one of the
loveliest views in Sicily,
but maybe not for much

longer. 
Di Stefano, along with

more than a thousand neigh-
bours, lives in the Valley of
the Temples, a national
monument in Agrigento
which is seven times bigger
than Rome’s Forum. 

The valley is the site of six
Doric temples built in the
fifth century BC, the ancient
heart of what was once
Sicily’s richest city. To the
annoyance of the regional
government in Palermo, it is
also home to an estimated
600 illegally built modern
flats and villas which scar
what should be the most
beautiful vista in the
country. 

The government wants to
knock them all down. The
residents are up in arms.  

“If we are criminals then
why don't they knock down
the houses around the
Colosseum or Pompeii? We
want an amnesty for our
houses,” said Di Stefano,
before leading a demonstra-
tion that ended up lasting
three days as a seemingly
endless stream of car drivers
joined in to parade up and
down the valley blaring their
horns.

The noise offensive did at
least achieve a temporary
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stay of execution. The
Naples-based demolition
company due to bulldoze 30
unoccupied apartments on 2
June deemed it wiser not to
turn up. The residents can
also claim prestigious allies:
the bishop has sent a mes-
sage of support, while Di
Stefano himself is a local
councillor.

But the aesthetes are still
on their case, led by Beppe
Arnone, a former Sicilian
president of environmental
pressure group Lega
Ambiente and now a private
secretary at the ministry of
public works. Since Arnone
was given a job with the new
centre-left government last
year he has used his new-
found influence in Rome to
prosecute his favourite
cause: emptying the Valley
of the Temples
of its il legal
inhabitants. 

P r e v i o u s
attempts have
failed dismally.
In 1968 the
regional gov-
e r n m e n t ’ s
decree laying
down bound-
aries for an
archaeological
park on which
building was
p r o s c r i b e d  
was simply
ignored. In March of tim
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1985 Lega Ambiente, under
Arnone’s leadership, had
gained a moratorium on any
new building in the valley.
But two amnesties  offered
by the local council in the
past ten years nullified its
effect.

For a decade more than
half the councillors sitting in
Agrigento town hall were
builders by trade. They were
only too happy to endorse
new construction work.
They even based their elec-
toral pitch on the promise of
U
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new amnesties from regional
government law for the val-
ley’s houses. “That’s why we
gave our votes,” said Vitt-
orio Collora, owner of the
valley’s Leo d’Oro restaurant.

According to Arnone’s
investigations, in the 1980s
the council obtained a
European Union grant worth
9.5 billion lire ($5.5 million)
to supply water to illegal
houses. Five former
Agrigento mayors are under
investigation over a variety
of allegations. But the fierce
and canny resistance to the
demolition plans deserves
some sympathy. 

True, many of the villas
are merely second homes
with a summer view over the
temples. But in the lower
part of the valley they con-
stitute entire communities.

The couples
who celebrate
among the
ruins after
their marriage
ceremony are
used to think-
ing of the tem-
ples as part
almost of a
living town.
C o l l o r a ’ s
r e s t a u r a n t ,
built 16 years
ago, is cited in
the official
Italian tourist
guide. But on the site
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even two stars from the
Michelin Good Food Guide
will not ultimately save it
from Arnone’s attentions.

Backed by Rome, Arnone
is prepared to compromise
on eviction orders – giving
residents 30 years to leave
and the guarantee of new
accommodation – but he is
determined the owners must
recognise that the houses
belong to the state, which
amounts to agreeing in prin-
ciple that one day they will
be demolished.

“Look, this is not a con-
tract,” said Arnone. “On the
one side there is the law of
the land. On the other there
are those who have broken
the law by building illegal
houses. For now, we, the
state, are prepared to nego-
tiate. But remember, they
are in the wrong.”

Of course, this being Italy,
there are those who believe
that the argument will just
go on and on, as politicians
in Rome and Sicily play an
everlasting game of “after
you” when it comes to decid-
ing to knock the bulk of the
houses down.

“They won't send people
out of their houses,” said a
spokesman for the regional
government. “They will just
knock down a few half-built
places to show the state is
doing something – you
know, an Italian solution.” 
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HE electoral defeat of
Jacques Chirac in
France was greeted
with delight by

Eurosceptics, in the hope
that it spelt the beginning of
the end for monetary union.
They also welcomed
Chancellor Kohl’s problems
with the Bundesbank and
confidently predict his
defeat at the polls. This
surely means the end of
monetary union before it
has even started, and, it
follows, the end of federal
Europe. 

There is, however,
another scenario. In the
United Kingdom the
political battlefield over
what form Europe’s
government should take
was defined by Lady
Thatcher’s Bruges speech,
in which she spelt out the
horrors of a federal
superstate. But the
argument against
European integration is
flawed, because a
superstate is not on offer. 

What we do have is a
colonial-style, Brussels-led
administration, far more
insidious and dangerous
than federation. 

Contrary to popular
British belief, it is France
not Germany that has the
biggest ambitions in
Europe. Europe is a
colonial opportunity to the
French, and the Germans
have become fellow
travellers who bear the
brunt of Britain’s dislike of
federation. 

General de Gaulle first
turned his attention to
Europe when he lost
Algeria. His first step was
a pact with Germany in
1962. Ever since then
France has viewed the
actions taken by Europe
as an extension of its own
foreign policy. 

The French do not buy
the idea of shared
sovereignty in a
federation. Ask any
Frenchman.
Europe is used as
an excuse to bring
about the
restructuring of
industries, to
tackle the unions,

T
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gov
and to reduce inflation. 
The election shows that

the European Union failed
France in that regard. As a
result, with the single
currency on the back
burner, the only purpose of
Europe is to add prestige
to French foreign policy. 

France is run by an elite
political body functioning
through consensus. They
do not believe in liberal
capitalism and favour only
a limited democracy.
Above all, they believe that
the French method of
central administration
through bureaucracy is
superior to all other forms
of government. They
would not dream of
abandoning their system
to some giant, free single
market where their
protected industries would
be at its mercy. 

Government by experts
is their basic tenet,
fundamentally different
from Britain where
democratically elected
amateurs run the show. 

The history of Britain’s
involvement with Europe
has been a process of
dismantling its institutions
in order to adopt those
acceptable to the French.
Traditional industries such
as fishing and agriculture
have been moved to other
parts of Europe. Many
British civil servants and
politicians helped this
process. 

In Brussels, where they
have created a torrent of
laws and readily
redistribute industry and
business around Europe,
not a lot happens without
French consent. The
European Parliament lacks
the real power and
prestige of the parliament
of a federal state and is
composed largely of failed
national politicians. 

New laws from Brussels
have no effect in France
because the French either
ignore them or they exist
there already. Over the
past ten years nearly all
international organisations
have been run by French
administrators, including
at one point the
International Monetary
Fund, the Organisation for
Economic Co-operation
and Development and the
European Bank for
Reconstruction and
Development. 

Jean Monnet invented
the concept of assembling
the EU by stealth, and it
has worked wonderfully.
The British have been
outwitted at every turn.
European treaties such as
Maastricht are fine
examples. The final battle
is whether the new central
bank is to have a political
dimension to its so-called
independence. 

The battle’s prototype is
being fought between Kohl
and the Bundesbank.
Empires used to be built
by conquest; then they
were administered. This
one is being built by
administration. 

Perhaps the
Eurosceptics should put
the champagne back in

the fridge, for, if
this scenario is
right, they are
distracting
attention from the
real danger to
democracy. 
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One of Europe’s best but
still a Ryder Cup doubt

Unorthodox: Parnevik’s mentor uses ESP to advise him. A wild card, however, is his only hope of playing in Valderrama

Playing golf on the other side of the Atlantic
may cost Sweden’s Jesper Parnevik a

place in the Europe team, says Bill Elliott

DAVID CANNON / ALLSPORT
JESPER PARNEVIK has a
dream. In it, he is playing
for Europe in the Ryder Cup
at Valderrama in September.

He also has a nightmare.
In this, he is not playing in
the Ryder Cup at all. Instead,
he is sitting at home in the
United States, bursting with
frustration as his European
friends take on the US
across the Atlantic.

“I don’t know which will
come true, but one of them
will,” says the Swede, his face
looking more thoughtful
than usual beneath his trade-
mark brim-up baseball cap.

Parnevik’s confusion is
understandable. As the pres-
sure steadily mounts on
players to accumulate the
necessary points to make
the year’s most significant
golf week, he is an increas-
ingly isolated figure. Iso-
lated but far from irrelevant.

Since his decision to move
permanently to the US in
1994, Parnevik’s game has
evolved wonderfully. If he
was a very good golfer before
he left Europe, he is an
excellent one now. 

He lies fifth in the US
rankings, with $771,730 in
prize money this year. He
has yet to win a US tourna-
ment but in the past five
months he has finished sec-
ond four times, and come
third and fourth as well as
fifth twice. It is an astonish-
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ingly consistent record, one
that would be good enough
to get him into the US Ryder
Cup squad – if he were one
of them. Yet it moves him
no tangible distance closer
to European inclusion.

The reason is that Par-
nevik has given up his Euro-
pean Tour membership and
as a result cannot play the
stipulated 11 events in
Europe that must be com-
pleted for a player to retain
his card. 

So despite winning the
influential Lancôme Trophy
in Paris last autumn and a
first prize of £108,000
($172,000), Parnevik finds
himself in Catch-22 land:
good enough to enthuse the
US circuit, not qualified
enough to play for Europe.

“It is a crazy situation but
there is nothing I can do
about it,” he said. “I offered
to rejoin [the European
Tour] in March, but when I
added that I wanted my
Lancôme points to be taken
into account I was told this
could not happen.”

A European Tour official
explained that the rules pro-
hibit the retrospective accu-
mulation of points. Parnevik
o 1 sports TV channel f
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was European enough when
he won in France but since
he was not an official Euro-
pean Tour member, he
might as well have come
from Mars.

It is now too late for him
to make up the ground, and
anyway he is committed to
the US, where he lives with
his wife and two daughters
in Palm Beach, Florida.
Instead he must rely on Seve
Ballesteros to select him as
one of the captain’s two wild
cards when the side is
named at the end of August.

Whether Ballesteros will
feel inclined to do so is open
to speculation despite the
Swede’s pedigree as a
player.

“I am just trying to do the
best for my game and for
my family,” said Parnevik.
“It is not as if I will never
return to Europe. My chil-
dren are very young, but my
wife and I probably would
like to see them educated in
Europe. Anyway, all my
closest friends and obviously
my family are in Europe. 

“I have some good friends
in America, but I am talking
about the people I had my
first beer with and that sort
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of thing.” He could also have
been talking about the peo-
ple he first had some vol-
canic dust with. For
Parnevik is nothing if not
unorthodox. Volcanic dust is
a health fad he picked up
from friends. He buys the
stuff in health stores, says it
cleanses the system and
admits it tastes like it looks
– just like dirt.

Then there are his clothes.
Not for Parnevik the cash-
mere that passes for high
fashion on the pro-golf cir-
cuit. He opts for specially
designed retro outfits –
drainpipe trousers, tight-fit-
ting shirts and upturned hat.
His ensemble has made him
something of a cult figure.

“I don’t do it to be showy
or ostentatious, I just do it
for fun,” he said. “Golf
needed a change, to lighten
up a little. The clothes are
my contribution.”

He also has his own
sports psychologist, the suit-
ably named Olaf Skipper,
and a philosopher, Alex-
ander Markus, to keep his
brain cells fit and healthy. 

Skipper is an enthusiast of
extrasensory perception
(ESP) and claims to beam
advice to Parnevik wherever
he is playing. 

Whether Parnevik’s
helper can beam the right
message into Ballesteros’s
head remains to be seen.
rs the age of digital TV

OT SO long ago, the interna-
tional media were treated like
special guests at all grands prix
– and afforded their own com-

fortable car park close to the paddock
gates. It was just a short stroll from the
driver’s seat to the nearest team bus
for breakfast before practice began.
But not any more. 

This year Formula One has seen a
revolution in the management and
marketing of the sport. And one of the
changes has resulted in the loss of the
old media car parks and the arrival of

N

what has become known as
“Bakersville”.

This massive mobile studio, pack-
aged together from sheets of gal-
vanised steel to house banks of com-
puters, television monitors, editing
suites, more than 35 kilometres of
fibre optic cable and an excellent fold-
away restaurant, signals the arrival of
the new age of digital television. It fills
most of the space of just under half a
hectare that was once a media conve-
nience and serves to show another row
of zeros in the ever-expanding balance
sheets of Formula One’s extraordinary
high-technology world. 

Flat and windowless, Bakersville
stands gleaming, like a polished gun-
metal battleship, close to the paddock
gates at every race meeting. A vast,
best action from
satellite.
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onship as the battle
sprawling hangar of sleek and modern
dimensions, it has electronic locks,
security guards and all the external
paraphernalia of a futuristic industry. 

Like superior beings in a science fic-
tion film, the staff wear white shirts
and dark trousers. They scurry around
the corridors blinking in the synthetic
environment of the world’s most lav-
ishly furnished mobile home.

The latest toy of Bernie Ecclestone,
the Formula One chief, was until
recently shrouded in secrecy. The most
prominent single building at Formula
One circuits from Melbourne to Monte
Carlo is a £50 million ($80m) invest-
ment.

Next week, this extraordinary cre-
ation of 200 tonnes will be erected on
an island in the middle of the St
Lawrence Seaway where the 15 June
Canadian Grand Prix will be held. It
will be ready to film and transmit the
digital service bought by the most
advanced pay-per-view sports fans in
Europe.

The facility is named after the for-
mer Brabham mechanic Eddy Baker,
who chose to stay with Ecclestone
when he sold the team. Baker is now in
charge of the Foca TV company which
produces and broadcasts the images,
sounds and technological wizardry that
is scheduled to transform the televising
of grand prix motor racing in the next
five years.
Traditio
run on 

Racing 
a Satur
Instead of one picture, or one image,
subscribers at home in Europe will
have a choice of six – all in super-
clear, dazzlingly sharp focus – from
various feeds around the circuit. They
can also be children for a day, with
computer game-type buttons in their
own hand-held remote controllers. 

In short, each viewer can watch his
or her own show as it happens – if he
or she can afford it.

“The only thing that we cannot give
you is the smell of being there,” said
Ecclestone, as he demonstrated the
technological marvels of his futuristic
gamble. Launched at the German
Grand  Prix last year it has been selling
digital rights on a country-by-country
basis ever since. It is a key element in
the forthcoming flotation of Eccle-
stone’s Formula One holding company. 

“You can analyse a race to your
heart’s content,” he said. “You can
have digital television at home with
better coverage than that available to
any of the team managers.” 

If the most impressive feature of
Bakersville is its space-age modernity,
the logistical challenge of transporting
it around the world in two Boeing 747
cargo planes (for the inter-continental
races) or a fleet of steel-liveried trans-
porters when in Europe, is equally
breathtaking. 

It was made-to-measure for cargo
planes, Baker explained, with 40  “con-
nalists want the Epsom showpiece
Wednesdays again, writes David M

world qu
day Derb
tainers” making up the building, which
has its own power sources for air-con-
ditioning and lighting, 200 dedicated
staff, 21 track cameras, 16 car cam-
eras and seven in the pitlane. It takes
at least 48 hours to assemble or take
down and pack, thus restricting the
opportunities for back-to-back race
weekends.

An estimated 200,000 subscribers
already tune into the digital broadcasts
– official figures will not be available
until the end of the year – via Telepiu
(Italy), DSF (Germany, Austria and
Switzerland) and Canal Plus (France
and Spain).

Poland, Belgium, the Netherlands
and the Scandinavian countries are
poised to join the show next, with
Britain, possibly through the Sky chan-
nel, in the long-term queue.

“I don’t believe you will ever get the
same number of people paying to
watch as will watch for nothing,” said
Ecclestone. “But I do think that,
sooner or later, you won’t be able to
watch any major sport unless it’s on a
pay-per-view basis. If you think about
it, someone pays about $300 for a seat
at the races these days. 

“So, for less than that, you’ll be able
to watch the whole world champi-
onship on digital television.

“In three years, you’ll be thinking
to yourself  – what was analogue 
television?”
 to be
eilton
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ONCE upon a time, the
Derby at Epsom on the first
Wednesday in June was a
major British – and interna-
tional – event. Then they
decided to run the race on a
Saturday. 

The 1997 renewal, on 
7 June, will be the third year
of the experiment. But
voices are being raised to
have it moved back to mid-
week. The transfer to
Saturday has, say the cam-
paigners, meant the loss of
an essential, if barely defin-
able, part of the occasion.

They include leading own-
ers such as Robert Sangster,
who has won the Derby
twice, commentator Peter
O’Sullevan who celebrates
50 years as the voice of
British racing this year, and
the jockeys themselves.

Of course, it’s a long time
since Derby Day at Epsom
was a genuine popular fairy-
tale, and even longer since
the British parliament would
solemnly adjourn so that
government and opposition,
MPs and Lords could fulfil
their sacred duty of attend-
ing the great race.

Yet as late as the mid-
1970s the Downs at Epsom,
common land traditionally
with free access for every-
one, were still filled with
revellers celebrating a
unique summer festival. “I
remember 1975, Grundy’s
year,” said one racecourse
regular attending the French
equivalent at Chantilly on 1
June. “I was on the Downs,
on the inside of the track,
amid the fairgrounds and
the fortune-tellers. I hardly
saw a horse all day, but the
atmosphere was wonderful.”

Nostalgia may be rosy-
hued, but no great event can
live on it. By 1992, Dr
Devious’s year, the Downs
seen from the grandstand
across the course were
shocking in their emptiness.
Something had to be done,
everyone admits that.

The Derby atmosphere
was unique because it was
semi-illicit, a chance for
thousands of people to enjoy
a day out in midweek and
for company executives to
do similar in the guise of
entertaining clients at the
races. 

As O’Sullevan puts it: “It
was a unique afternoon, a
day when people arranged
for the frailty of their grand-
mothers to manifest itself,
when many felt entitled to
go missing.”

Owner-breeder Chris
Wotton agrees. “Holding it
on a Saturday reduces it to
the level of just another
weekend sporting event,” he
says. “You lose the special
character of the occasion.
They say the corporate side
is sold out, but people want
to be corporately enter-
tained in working hours, not
in their own time.

“They should move it back
to Wednesday and make it
the centrepiece of a three-
day festival like Cheltenham
in March, or the Melbourne
Cup. I’m sure the crowds
would come back.”

But the Epsom manage-
ment, United Racecourses,
counters that the tradition of
a weekday Derby is no
longer in tune with the
times. Managing director
Sue Ellen, who has launched
a new publicity campaign
for the race featuring charis-
matic Italian jockey Frankie
Dettori, is determined to
broaden its appeal.

Not only have the crowds
diminished but the television
audience – down from 4.3
million in 1993 to 2.5 mil-
lion last year – was fading
away. You have to put on
big events when people can
come to watch them, she
contends. The move to
Saturday had arrested the
downward spiral.

“We will return the Derby
to what it once was, a race
for the people,” she says,
noting that the paying atten-
dance at last year’s
Vodafone-sponsored race
was, at 56,000, 3.6 per cent
up on 1995 – in spite of the
counter-attraction of the
opening of the Euro 96 foot-
ball tournament.

Indeed, it may be signifi-
cant that most of the pres-
sure to return to the tradi-
tional Wednesday comes
from racing professionals or
enthusiasts who are clearly
missing the exclusivity of a
weekday event. Whether the
Saturday Derby is a success
or not will finally be judged
on how many ordinary pun-
ters are prepared to make
the trip to Epsom. Without
the crowd on the Downs the
Derby may become just
another important and valu-
able horse-race.

So who’s going to win this
year? Everyone seems to
think that odds-on favourite
Entrepreneur will, and give
trainer Michael Stoute his
third Derby success. “I
should think Entrepreneur
will win by the length of
Epsom High Street,” said
one expert after seeing
other Vodafone Derby trials
devalued by Peintre
Celebre’s victory at Chantilly
in the Prix du Jockey-Club
(French Derby).

Entrepreneur is certainly
a fine colt, and won the
2,000 Guineas at New-
market, the first Classic of
the season, in impressive
style. But he is not guaran-
teed to stay the Epsom mile
and a half (2.4km), and you
won’t get rich at odds of
4/5. 

So look for something else
to back: the John Dunlop-
trained grey Silver Patriarch,
Pat Eddery’s mount (6/1),
especially if it’s soft ground
as it was when he skated up
at Lingfield, or Frankie
Dettori’s mount, the promis-
ing but as yet untested Bold
Demand (20/1). At least
you’ll have fun – Sue Ellen
would approve.
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French
graveyard

snares
the seeds 
A record number of top players
fell at the French Open in Paris,

making the event truly open. 

He felt loved at Barcelona. But in the end it was inevitable that
money would finish his Spanish affair. Giles Tremlett reports

The club’s unexpected
Champions’ Cup win has 

delivered a timely boost to one
of Germany’s hardest-hit

regions, writes Clive Freeman

Dortmund lift Ruhr gloom

Did agents talk Ronaldo into leaving?

Cup of cheer: Riedle raises the trophy which, together with Schalke’s Uefa Cup success, has helped to galvanise a region where unemployment is running at 17 per cent  

LUCA BRUNO
FIRST Wimbledon, then Paris. Just
when you thought it couldn’t happen
on clay, the winds of change have
swept through yet another grand slam
tournament, scattering seeded players
in their wake.

Never before in the open era of
men’s tennis – almost 30 years – have
so many top players been toppled in a
grand slam event as at this year’s
French Open. 

After the demise of Sampras,
Ivanisevic, Chang and most of the
other household names – those, at
least, who weren’t injured like Boris
Becker and Andre Agassi – only two
seeds, defending champion Yevgeny
Kafelnikov and Sergi Bruguera sur-
vived to reach the quarterfinals.

Joining them were a list of hopefuls
from Belgium, Morocco, Brazil and
Australia, all muscling in for a slice of
glory. Yet none of them ranked higher
than 55th in the world. 

Then, unexpectedly, Kafelnikov too
went out, leaving one of tennis’s rarer
European challenges in the unusually
safe hands of Belgian qualifier Filip
Dewulf. He had trouble convincing
himself that, as world No. 122, he had
somehow reached even the tourna-
ment’s second week.

Dewulf became the first qualifier
since John McEnroe at Wimbledon in
1977 to reach the semifinals of a grand
slam tournament and the first Belgian
in the last four at Roland Garros for 39
years.

“Who can believe this,” said the 25-
year-old. “It’s tough to find the words
to express my feelings. It was so unex-
pected. I’m not used to all of this atten-
tion, it tires me out. 

“The phone kept ringing in the hotel,
so we disconnected it and put the calls
through to my coach.”

It wasn’t just the men who suffered.
Any hope of a showdown between Steffi
Graf and Martina Hingis evaporated in
the quarterfinals when Graf was
trounced by Amanda Coetzer. Lack of
confidence was Graf’s demon. Even
with all her experience she made 64
errors. She had no idea why. “You train
all morning, play all the shots, then you
go out and it’s so different,” she said.

Similar upsets happened, of course,
at last year’s Wimbledon when only
three of the seeded men reached the
last eight. Then, we were told, it had to
do with the grass being “a great lev-
eller”. 

But on clay , where the bounce
should be true and the canniest sur-
vive, how come?

“The level is on a very high point,”
said Kafelnikov, beaten in the quarters
by little-known Brazilian Gustavo
Kuerten, who also put paid to Thomas
Muster and Andrei Medvedev. “That
means players outside the top 100 can
beat anyone in the top ten. It’s really
sad to see all the top guys losing in the
early rounds but that’s what tennis is
today.”

But Australian Mark Woodforde,
beaten by compatriot and Davis Cup
team-mate Patrick Rafter in the fourth
round, said this year’s shakeout was
not all bad and should broaden the
appeal of the sport.

“There’s more to tennis than just
Boris Becker or Goran winning with
their serves,” he said. 

“I’m not saying that they don’t have
more in their game plans. But there is
more to tennis than just those guys. It
was nice to see a broad base of guys
into the quarterfinals of a grand slam
for a change.” 

Bill Scott
PSV EINDHO
Feyenoord
Twente Ensh
Ajax
Vitesse Arnh
Roda JC Ker
Heerenveen
De Graafsch
NAC Breda
Groningen
Fortuna Sitta
Utrecht
Sparta Rotte
Volendam
Willem II Til
**RKC Waal
**NEC Nijme
*AZ Alkmaar

Results: Rod
Willem II Tilbu
Groningen 3;
NAC Breda 1
Arnhem 0; Sp
Utrecht 2 Fey
Graafschap 1

Sion
Neuchatel Xa
Lausanne
Grasshopper
Aarau
St Gallen
Basle
FC Zurich

Points include
Results: Gras
Neuchatel 1; 
St gallen 1 FC

Final table
P W D L F A Pts

BAYERN MUNICH 34 20 11 3 68 34 71
Bayer Leverkusen 34 21 6 7 69 41 69
Borussia Dortmund 34 19 6 9 63 41 63
VfB Stuttgart 34 18 7 9 78 40 61
VfL Bochum 34 14 11 9 54 51 53
Karlsruhe 34 13 10 11 55 44 49
1860 Munich 34 13 10 11 56 56 49
Werder Bremen 34 14 6 14 53 52 48
MSV Duisburg 34 12 9 13 44 49 45
Cologne 34 13 5 16 62 62 44
Borussia Mön’gladbach 34 12 7 15 46 48 43
Schalke 34 11 10 13 35 40 43
Hamburg SV 34 10 11 13 46 60 41
Arminia Bielefeld 34 11 7 16 46 54 40
Hansa Rostock 34 11 7 16 35 46 40
*Fortuna Düsseldorf 34 9 6 19 26 57 33
*Freiburg 34 8 5 21 43 67 29
*St Pauli 34 7 6 21 32 69 27

Results: Borussia Mönchengladbach 2 Bayern
Munich 2; Bayer Leverkusen 2 VfL Bochum 0;
Borussia Dortmund 2 Cologne 1; Fortuna Düsseldorf
1 Hamburg SV 1; 1860 Munich 0 Werder Bremen 3;
Freiburg 1 Karlsruhe 1; Hansa Rostock 0 Schalke 1;
VfB Stuttgart 4 Arminia Bielefeld 2; St Pauli 0 MSV
Duisburg 2 

P W D L F A Pts
SV SALZBURG 35 19 11 5 54 25 68
Rapid Vienna 35 17 12 6 62 36 63
Sturm Graz 35 14 12 9 50 31 54
FC Tirol Innsbruck 35 15 7 13 45 40 52
Casino Graz 35 11 13 11 39 42 46
Austria Vienna 35 12 9 14 41 51 45
Linzer ASK 35 9 17 9 38 43 44
SV Ried 35 11 6 18 42 58 39
FC Linz 35 6 13 16 29 45 31
Admira Wacker 35 6 10 19 35 64 28

Results: Tirol Innsbruck 1 Casino Graz 4; FC Linz 3
Linzer ASK 0; Admira Wacker 3 SV Ried 1; 
Sturm Graz 3 Rapid Vienna 0; Austria Vienna 3 SV
Salzburg 1

KEY: cha

capitals; 

** playof

indicates
THE world’s most expensive footballer
should, by all rights, be one of the hap-
piest. But last week, Ronaldo was in
tears. At just 20, Barcelona’s explo-
sive, shaven-headed hero is set to
move country for the third time in his
short but meteoric career.

His club have decided they can no
longer afford him. Brazil, the
Netherlands and Spain are already part
of Ronaldo’s history. The much-publi-
cised assumption is that Italy now
awaits, probably in the shape of Inter
Milan.

There are tears all round. Barcelona,
arrogantly convinced that it is the
world’s best club, has somehow let
through its fingers “the player from
outer-space”, who has scored 46 goals
in nine months. Ronaldo liked Bar-
celona. He thought he had found a sta-
ble home and the perfect marriage, the
biggest club in the world employing
the number one player in the world. 

Barcelona fans cannot believe that
the marriage is breaking up so soon.
Final table
P W D L F A Pts

VEN 34 24 5 5 90 26 77
34 22 7 5 67 34 73

cede 34 20 5 9 60 33 65
34 17 10 7 55 31 61

em 34 15 10 9 53 41 55
krade 34 16 7 11 56 47 55

34 13 11 10 58 47 50
ap 34 13 6 15 52 55 45

34 10 10 14 41 54 40
34 9 12 13 43 56 39

rd 34 9 12 13 36 52 39
34 8 14 12 42 52 38

rdam 34 11 5 18 40 56 38
34 9 11 14 36 55 38

burg 34 9 8 17 34 51 35
wijk 34 9 7 18 39 61 34
gen 34 7 11 16 35 61 32

34 6 7 21 27 52 25

a JC Kerkrade 3 PSV Eindhoven 1;
rg 0 Volendam 0; Heerenveen 1

 AZ Alkmaar 1 Twente Enschede 2;
 Fortuna Sittard 1; Ajax 4 Vitesse
arta Rotterdam 1 RKC Waalwijk 3;
enoord 1; NEC Nijmegen 2 De
 

Final table
P W

JUVENTUS 34 17 1
Parma 34 18
Inter Milan 34 15 1
Lazio 34 15 1
Udinese 34 15
Sampdoria 34 14 1
Bologna 34 13 1
Vicenza 34 12 1
Fiorentina 34 10 1
Atalanta 34 11 1
AC Milan 34 11 1
Roma 34 10 1
Napoli 34 9 1
**Cagliari 34 9 1
**Piacenza 34 7 1
*Perugia 34 10
*Verona 34 6
*Reggiana 34 2 1

Results: Bologna 2 Inter Milan 2; J
2; AC Milan 0 Cagliari 1; Napoli 1 V
Piacenza 2 Perugia 1; Reggiana 0 
Roma 0 Udinese 3; Sampdoria 1 F
Verona 1 Parma 2 

SWITZERLAND

13 8 3 2 17 10 46
max 13 5 6 2 20 14 43

13 8 2 3 20 15 43
 Zurich 13 6 4 3 36 18 42

13 3 4 6 17 21 31
13 3 4 6 13 24 28
13 3 1 9 15 27 23
13 1 6 6 9 18 23

 those gained in first half of season
shopper 1 Sion 2; Lausanne 1

Basle 3 Aarau 2; 
 Zurich 2

LEADING SCO

38 – Hakan (Galat
34 – Ronaldo (Bar

30 – Jardel (FC P
27 – Moldov

(Grasshopper Zu
Pramatarov (Slavi
S Ilie (Steaua Buc
26 – Spehar (Club 

25 – Alfons
(Real Betis Sev

Shearer (Newca
Cadete (Glasgow

Bolic (Fenerba

mpions shown in 

* teams relegated; 

f position; solid line 

 relegation zone
Only a handful of players – Cruyff,
Maradona and now Ronaldo – have
made the 120,000-capacity Nou Camp
stadium vibrate with expectation at
every touch of the ball.

Josep Lluís Nuñez, the club presi-
dent, has been struck by a rare loss of
words. He had promised to pay Ron-
aldo $10 million a season. After tax,
the Brazilian was to get $5m per year
for nine years. The player, visibly
happy with the deal, announced on 27
May that he had accepted subject only
to the finalising of details. 

He had told his agents to find a way
for him to stay. Then it all went wrong.
Just 24 hours after announcing that he
had accepted the richest contract in
soccer history Ronaldo declared he
would never play for Barcelona again,
alleging, after a sleepless night talking
THE EUROPE
AS AT 3

D L F A Pts
4 3 51 24 65
9 7 41 26 63
4 5 51 35 59
0 9 54 37 55
9 10 53 41 54
1 9 60 46 53
0 11 50 44 49
1 11 43 38 47
5 9 46 41 45
1 12 44 46 44
0 13 43 45 43
1 13 46 47 41
4 11 38 45 41
0 15 45 55 37
6 11 29 45 37
7 17 48 62 37
9 19 38 64 27
3 19 28 67 19

uventus 2 Lazio
icenza 0;
Atalanta 3; 
iorentina 1; 

Final table
P W D L F A Pts

CSKA SOFIA 30 22 5 3 65 19 71
Neftohimik 30 20 7 3 70 20 67
Slavia Sofia 30 17 6 7 61 23 57
Levski Sofia 30 14 11 5 58 30 53
Botev Plovdiv 30 14 3 13 41 41 45
Minyor 30 12 8 10 28 35 44
Lokomotiv Sofia 30 13 4 13 59 47 43
Levski Kyustendil 30 13 3 14 51 52 42
Spartak Varna 30 13 3 14 40 41 42
Lokomotiv Plovdiv 30 12 5 13 38 41 41
Dobrudzha 30 11 6 13 44 48 39
Spartak Pleven 30 12 3 15 35 46 39
Etar Tarnavo 30 10 5 15 37 53 35
Maritsa 30 8 8 14 38 45 32
Montana 30 8 4 18 32 54 28
Rakovski 30 0 1 29 8  110 1

RERS

r In an attempt to improve
quality the Croatian Soccer
Federation has decided to
cut the top division from 16
clubs to 12 next season. The
division will be the Croatia’s
only professional league.

r Otto Baric, the former
coach of SV Salzburg, will be
in charge of Fenerbahce
next season. Baric signed a
one-year contract after
Fenerbahce failed to claim a
Champions League place.

r Champions Dynamo Kiev

asaray);
celona);
orto);
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o
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 Celtic), 
hce)
to his agents, that Nuñez had reneged
on his offer. “I have been really happy
in Barcelona,” said Ronaldo. “I did not
want to leave.” 

Player, club and fans are all miser-
able. Who, then, is smiling? Maybe
Massimo Moratti, president of Inter, if
he really has the $80m transfer fee and
funds to cover the Brazilian’s salary
and signing-on fee. Moratti said he was
preparing to meet Ronaldo’s agents. 

Indeed, Barcelona claim the only really
happy people are those representing the
World Footballer of the Year: Brazilians
Alexandre Martins and Reinaldo Pitta,
and Italian Giovanni Branchini. All three
are believed to have been against
Ronaldo staying at Barcelona. Nuñez
claims the club had agreed to the $100m
contract the agents demanded. The final
breaking point, he says, was a mere
AN LEAGUES
 JUNE

Final table:
P W D L F A Pts

CROATIA ZAGREB 30 26 3 1 90 23 81
Hajduk Split 30 18 6 6 53 22 60
Hr. Dragovoljac 30 13 10 7 51 37 49
Rijeka 30 13 7 10 44 31 46
Zagreb 30 13 6 11 43 39 45
Varteks 30 12 6 12 34 35 42
Sibenik 30 11 8 11 35 30 41
Osijek 30 12 5 13 40 38 41
Mladost 127 30 10 10 10 37 36 40
Zadarkomerc 30 11 7 12 39 45 40
Segesta 30 9 12 9 35 34 39
Marsonia 30 11 5 14 37 50 38
Cibalia 30 11 0 19 35 56 33
Orijent 30 5 11 14 28 53 26
Istra 30 6 7 17 25 54 25
Inker 30 6 3 21 22 65 21

MTK
Ujpest
Ferencvaros
Vasas
Debrecen
BVSC Dreher
Kispest Honved
Videoton
Gyor
Haladas
Va Samsung
Siofok
Zalaegerszeg
Bekescsaba
III ker TVE
Stadler
Pecs
Csepel Kordax

won their sixth successive
Ukrainian league title with a
6-1 win against Zirka-Nibas
Kirovohrad. With four games
to go, Kiev have a 15-point
lead.

r Hamburg SV have
appointed Frank Pagelsdorf
as their new coach to replace
Felix Magath. Pagelsdorf won
respect for keeping Hansa
Rostock in the Bundesliga on
limited resources. 

r Nantes 
forward Ja
join Monac
winger Cla
could be o
Marseille. I
Nantes wil
home-rear
in the past

r In one o
records in
side Rakov
point – from
their 30 ga
remaining 
eight-110 g
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Compiled by Chris Rhys
financial technicality over the way to pay
$7m of that.

“In the end we argued over a rela-
tively small amount of money,” Nuñez
told La Vanguardia newspaper. “But
that is where everything stopped. It
confirmed they had never really wanted
to reach agreement.” The agents claim
Nunez had been unable to guarantee
this payment, leaving Ronaldo at risk.
The true position remains unclear.

Barcelona’s hostile and partisan
newspapers are characterising the
agents as soccer vampires, sucking the
lifeblood from an innocent, childlike
client. The bigger Ronaldo’s pay pack-
age, they claim, the higher the agents’
fees. But nobody knows what contract
binds the trio to Ronaldo. Multi-million
dollar transfer fees, if they carry per-
centage payments to the agents, are a
rich vein to tap. The agents, however,
vigorously deny this imputation and say
that, far from exploiting Ronaldo, they
seek only to protect his interests.

Former Brazilian international
U

Final table
P W D L F A Pts

34 26 7 1 87 25 85
34 23 7 4 75 35 76
34 22 8 4 69 37 74
34 19 7 8 50 33 64
34 14 10 10 55 38 52
34 14 7 13 43 36 49
34 12 9 13 42 44 45
34 10 12 12 45 44 42
34 10 12 12 44 51 42
34 10 10 14 39 42 40
34 10 10 14 40 48 40
34 10 10 14 36 53 40
34 11 7 16 34 51 40
34 10 6 18 37 62 36
34 8 11 15 45 55 35
34 7 7 20 27 50 28
34 6 8 20 31 68 26
34 5 10 19 43 70 25

P W D L
FC PORTO 33 26 4 3
Sporting Lisbon 33 22 6 5
Benfica 33 17 7 9
Sporting Braga 33 15 9 9
Guimaraes 33 15 7 11
Salgueiros 33 14 9 10
Estrela Amadora 33 12 11 10
Boavista 33 11 13 9
Desportivo Chaves 33 12 9 12
Maritimo 33 12 8 13
Farense 33 10 11 12
Setubal 33 9 10 14
Belenenses 33 9 10 14
Leca 33 9 9 15
Rio Ave 33 8 10 15
————————————————
Espinho 33 8 6 19
Uniao Leiria 33 8 6 19
Gil Vicente 33 4 7 22

Fixtures: 6/7/8 June - No league games
Group 9 qualifier - Portugal v Albania on
Results: Sporting Lisbon 3 Belenenses 1
Amadora 2 Boavista 5; Salgueiros 5 Esp
Uniao Leiria 1 Rio Ave 0; Setubal 0 Marit
Vicente 1 Leca 0; Desportivo Chaves 1 F
Sporting Braga 2 FC Porto 1; Benfica 0 GChad international

phet N’Doram will
o for $3.36m, and
ude Makelele
n his way to
t means that
l have sold six
ed internationals
 three years.

f the worst
 Europe, Bulgarian
ski took just one
 a draw –  from

mes. They lost the
matches with an
oal difference. 

Final table

P W D L
PARTIZAN BELGRADE 33 26 6 1
Red Star Belgrade 33 25 3 5
Vojvodina Novi Sad 33 15 8 10
Hajduk 33 12 8 13
Proleter 33 12 6 15
Zemun 33 10 11 12
Cukaricki 33 11 8 14
Mladost L 33 12 5 16
Rad Belgrade 33 10 10 13
Buducnost P 33 11 6 16
Becej 33 11 5 17
Borac 33 4 2 27
Jairzinho, who discovered Ronaldo,
believes the agents are to blame. “I see
football differently to Pitta and
Martins,” he said. “A person should not
allow themselves to get carried away
by ambition whether it is their own, or
anybody else’s. They should not sacri-
fice their real desires.” 

Unlike predecessors such as Diego
Maradona, Ronaldo’s lifestyle in
Barcelona has been simple. He likes to
stay at home with his mother or walk his
dog. The city’s nightlife holds few
attractions for him. And yet his agents
appear to have wanted him to leave.
Even when it was being announced that
the contract was ready for signing,
Branchini reportedly sniffed: “A player
has the right to make a mistake.” 

Since the deal collapsed, Ronaldo has
indicated that the problem was not just
about money. “It is no longer a financial
matter, it is a question of dignity,” he
said. He still looks sad. His pride is
indeed hurt. Even now, Barcelona have
left the door open for him to stay.
HE German fans swayed in a sea
of bobbing yellow and black as
fireworks cascaded towards the
silver floodlights. It was a scene

typical of any side winning Europe’s
premier club competition. 

Yet only when the celebrations had
died down did the significance of
Borussia Dortmund’s upset victory
over Juventus in the European
Champions’ Cup final take root.

The football match that was won in
Munich’s futuristic Olympic stadium on
28 May gave an area of Germany, hith-
erto with little to show the outside
world, a new identity.

Once described as “that provincial
club from the Ruhr”, Dortmund’s stun-
ning 3-1 victory against the aristocratic
favourites from Turin administered an
injection of confidence to a region
crippled by high unemployment and
job-shedding in the ailing coal and
steel industries.

The club’s victory, coupled with
neighbouring Schalke’s triumph in lift-
ing the Uefa Cup and Bochum’s fifth
place in the German league, means at
least nine German clubs can now play
in Europe next season, three of them
from the old industrial heartland of the
country.

Football has succeeded where poli-
tics has struggled: Chancellor Helmut
Kohl’s pleas in recent months for peo-
ple to unite and work more closely
together so that the country can better
overcome current economic problems
have had little effect.

Only in the Ruhr, Germany’s coal
and steel centre, does one see a grow-
ing sense of togetherness – inspired
solely by pride in the area’s footballing
achievements.

Alfred “Aki” Schmidt, a former
Dortmund player and German interna-
tional, said that in a region where job-
less levels are around the 17 per cent
mark and tens of thousands of people
depend on social benefits, there was
surprisingly little resentment towards
the huge incomes made by today’s
Dortmund stars.

“You have to remember that the
players have identified themselves with
the problems of the region,” he said.
“They’ve been total in their support of
miners and steelworkers protesting job
losses.”

Indeed, Dortmund’s players have
donned miners’ overalls, helmets and
lamps to descend down pits threatened

T

with closure and have joined steel-
workers at protest rallies. 

On the field, Dortmund’s success
was a classic case of triumph over
adversity. Star players including Paolo
Sousa, Julio Cesar, Matthias Sammer,
Karl-Heinz Riedle, Stefan Freund and
Stefan Reuter were all sidelined for
weeks with crippling injuries. And
acute disappointment was felt when
the club failed to win the German
league title for a third successive year.

Rumours spread of player discontent
and rebellion, and the media specu-
lated that the coach, 48-year-old
Ottmar Hitzfeld, might quit. But such
talk was blown away in Munich with
those dependable German qualities of
commitment, tough tackling and team
spirit against an Italian side stacked
with ball-playing artists.

Although Bayern Munich won the
championship it was Dortmund and
Schalke’s European triumphs that cap-
tured the fans’ imagination. 

Even Franz Beckenbauer, Bayern’s
president, admitted that. “Currently the
heart of German football beats in the
Ruhr region,” he said.

Besides the 58,000 fans at the
Olympic stadium, another 500 million
people worldwide saw the final on 
television as two Karl-Heinz Riedle
goals and a late killer strike from sub-
stitute Lars Ricken confounded
Juventus.
Ricken had been on the pitch just 16
seconds when Andy Möller sent him
speeding away down the right. 

“I’d seen that the Italian goalkeeper
had a tendency to stray off his line a
lot, so when I collected the pass I
decided to try my luck,” Ricken said.

Moments later, his 27-metre shot
sailed high and into the Juventus net,
clinching not only the cup but also a
place in next season’s enlarged
Champions League. With it comes an
automatic $18.4 million windfall of
investment to shore up the club finan-
cially and expand ground capacity
from 55,000 to 70,000.

That isn’t all. The cash from captur-
ing the cup is expected to triple sales
of club products – currently put at
$19m a year – over the next three to
four years. By then Borussia hopes to
have been turned into a registered
share-selling company on the Stock
Market.

One wonders, therefore, why Gerd
Niebaum, the Dortmund president,
decided to resign less than a week after
his team’s most famous triumph.
Maybe it was his apparent disregard
for Hitzfeld, about whom he made only
a fleeting reference at the team’s cele-
bration banquet.

Niebaum denies this and says he
made up his mind several weeks ago.

“I’m calling it a day before I reach
50,” he said.
P W D L F A Pts
BRONDBY 31 18 8 5 58 38 62
Herfoelge 31 15 7 9 44 36 52
Vejle 31 13 11 7 52 36 50
Aarhus 31 13 10 8 70 46 49
Aalborg 31 12 10 9 45 38 46
Odense 31 11 7 13 55 56 40
Silkeborg 31 8 15 8 45 52 39
Lyngby 31 10 8 13 48 59 38
FC Copenhagen 31 9 10 12 33 42 37
AB 31 7 12 12 48 59 33
Viborg 31 6 11 14 31 52 29
Hvidovre 31 4 11 16 34 49 23

F A Pts
77 24 82
54 17 72
49 29 58
39 40 54
51 46 52
48 47 51
38 36 47
60 38 46
39 45 45
37 38 44
33 33 41
36 42 37
36 50 37
33 40 36
35 42 34

————
25 55 30
25 51 30
29 71 19

 - World Cup
 7 June
; Estrela

inho 0;
imo 0; Gil
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P W D L F A Pts
Real Madrid 40 26 11 3 82 31 89
Barcelona 40 26 6 8 97 47 84
Deportivo La Coruna 40 20 14 6 56 29 74
Real Betis Seville 40 20 14 6 79 43 74
Atletico Madrid 40 20 11 9 75 58 71
Athletic Bilbao 40 15 16 9 69 54 61
Real Valladolid 40 17 10 13 56 44 61
Real Sociedad 40 16 9 15 46 45 57
Valencia 40 14 11 15 59 55 53
Tenerife 40 14 10 16 63 54 52
Compostela 40 12 14 14 48 62 50
Racing Santander 40 11 16 13 50 49 49
Real Zaragoza 40 12 13 15 54 60 49
Espanyol 40 13 9 18 47 52 48
Real Oviedo 40 12 11 17 48 63 47
Celta Vigo 40 11 13 16 47 52 46
Sporting Gijon 40 12 10 18 42 63 46
**Rayo Vallecano 40 13 6 21 42 57 45
————————————————————
Extremadura 40 10 11 19 33 63 41
Hercules 40 11 5 24 37 74 38
Seville 40 10 7 23 43 67 37
Logrones 40 9 5 26 31 82 32

Fixtures: 7/8 June - No league games - World Cup
Group 6 qualifier - Spain v Czech Republic on June
8  Results: Hercules 2 Barcelona 1; Real Madrid 5
Extremadura 0; Celta Vigo 0 Athletic Bilbao 2;
Deportivo La Coruna 0 Real Valladolid 2; Real
Oviedo 1 Seville 0; Espanyol 5 Logrones 1; Racing
Santander 2 Compostela 2; Real Betis Seville 0
Sporting Gijon 1; Rayo Vallecano 3 Valencia 1; Real
Sociedad 3 Tenerife 0; Zaragoza 2 Atletico Madrid 3

F A Pts
88 17 84
79 30 78
49 35 53
34 37 44
48 48 42
40 37 41
35 46 41
45 49 41
33 38 40
26 44 39
34 48 38
22 91 14
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Sport versus business. Michael Butcher examines the 
value and credibility of one-against-one showdowns

Athletics steps into farce lane

EVER has so much been
promised, only to deliver so lit-
tle. Sceptics who foresaw disas-
ter in the much-heralded show-

down between Olympic champions
Donovan Bailey and Michael Johnson
were fully justified in their fears, not
just for the event but for the detrimen-
tal effect it had on a sport badly in
need of the opposite – a massive injec-
tion of credibility.

The race in Toronto was a non-event
as Johnson pulled up injured halfway
into the 150-metre clash that was sup-
posed to decide the world’s fastest
man. The funding was equally farcical,
with Johnson and Bailey reportedly
receiving just $200,000 of a promised
$500,000 appearance fee.

The day before, on this side of the
Atlantic, there was similar disappoint-
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TRAVEL NEWS
THE GUIDE TO

TRAVELLING IN EUROPE

TELEPHONE 
INFORMATION 

SERVICE

0891 900 772

Join the RAC on 0800 550 550
quoting ref LK0026. Calls are free

Calls cost 39p per minute, cheap
rate, 49p at other times – UK only

European Traffic Conditions

0891 900 773

0891 900 774

UK Traffic Conditions

Touring Europe

Belgium: Provincial House
Jewellery Exhibition, Antwerp,
June.
Germany: Wurzwindor Weindor
Wine Festival until 8 June. 
Switzerland: Air Show, Sion 6-8
June. Bike Trophy, Estavayar-le-
Lac, 8 June. Women’s Run,
Berne, 8 June. 

ROADWORKS
Austria: A1 Amstetten. Al Enns
to Asten.
Denmark: E20 East of Esbjerg.
E20 Nyborg to Odense. 
France: A1 Lesquin nr Lille; A6
Ris-Orangis, south Paris. A31
Autreville-sur-Moselle, north of
Nancy. E40 (A16/A18) linking
Bray-Dunes, France and Veurne,
Belgium opening June.
Germany: A4/E411 Beez, south
of Namur; Works on A13 linking
Berlin with Dresden. 
Italy: A1 Casalpusterlengo to
Lodi. A14 Bologna & Imola. 
Netherlands: A32 Havelterberg
to Steenwijk.
Spain: A9 Abegondo south of La
Coruna.
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ment as an unfit Noureddine Morceli
dropped out of his two-mile race
against Ethiopia’s Haile Gebrselassie in
Hengelo, the Netherlands.

And yet, you wouldn’t have known
there was anything amiss if you lis-
tened to Adidas, the German shoe com-
pany involved in both events. As far as
selling products are concerned, it inti-
mated, what actually happens on the
track is incidental. 

“It’s all about brand image,” said
Peter Szenardi at Adidas headquarters
in Germany. “It’s obviously a sales pro-
motion for shoes as well but in the first
place it’s about brand image.” 
U

14 23 RA 14 22 RS
20 27 CL 20 29 PC
14 25 RS 15 24 RS
14 25 RS 14 24 RS
12 20 RA 13 20 RS
11 19 RS 11 19 RS
13 27 PC 13 24 RS
8 21 SU 10 22 PC
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e Uefa finally found a
 to help clubs recoup
nsfer money, asks  
ndrew Warshaw 
The Toronto race was almost called
off when Magellan, the company
organising it, discovered that its ambi-
tions did not match its funding.

Television rights negotiated by API
in London did not even reach $1 mil-
lion, a pittance in today’s market. The
American giant, CBS, was believed to
have paid a mere $50,000. Rob Correa,
CBS sports vice-president of program-
ming, said: “I don’t think track and
field will benefit as a result of this.” In
Europe, the race was shown only on
the minority sports channel, Eurosport.

But Szenardi was quick to distance
himself from the financial problems.
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see some showers in the
northwest, but most parts
along with the Balearics
will be dry with plenty of
sunshine. Temperature will
reach a scorching 36C in
Seville. Although Turkey,
Georgia and Romania will
see a few thundery showers
many parts will escape the
rain and enjoy a fine day,
especially around the
Aegean coastline. Sweden
will be mainly dry, but a
frontal system will bring rain
over Norway. Showers are
likely over Finland, west-
ern Russia and the Baltics. 

Further outlook until
Wednesday: eastern
Europe and Scandinavia
will remain unsettled with
heavy showers. Tempera-
tures, however, will be
warm. High pressure will
maintain fine conditions
over western Europe.

SUNNY; RA – RAIN; SN – SNOW; 
 TL – THUNDERSTORMS; FG – FOG
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“We are associated with the event not
the money,” he said. “We sponsored
locally and we had an athlete in the
race but that’s all. We didn’t pay the
appearance fee nor the prize money.” 

Hengelo was different. Adidas footed
the bill and offered $1 million if eight
minutes were broken. Despite a world
record by Gebrselassie, albeit over
eight minutes, the frustration in the
crowd was palpable when Morocco’s
Morceli dropped out.

A far more credible option, which
Adidas have been criticised for avoid-
ing, would have been to allow Daniel
Komen, the world record holder, into
the race. But Komen, significantly, is
not sponsored by Adidas.

“It was the promoter’s decision, not
ours,” said Szenardi. “But we sup-
ported the decision. Morceli and
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YELO BLCK
Gebrselassie have the best credentials
in the market at the moment.” 

While Hengelo took place within the
acceptable confines of a grand prix,
Toronto had to seek special dispensa-
tion from the International Amateur
Athletics Association, the world govern-
ing body of the sport. IAAF sources say
they were not happy and only gave the
green light because of the parlous state
of track and field in North America.

Europe’s leading promoters are
more than sceptical about staging simi-
lar showdowns this summer. 

Zürich’s Andreas Brügger was
scathing in his condemnation of both
Toronto and Hengelo. “I made it clear
from the start that if you exclude possi-
ble contenders, it’s not fair play,” he
said. “That’s why I don’t think such cir-
cus events have any chance of survival.
 JUNE
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TONY MARSHALL
People want to see matches but within
the complete range of competitors – not
deliberately excluding others.” 

Two hours before the Johnson-Bailey
confrontation, Bailey took the unprece-
dented step of faxing the major televi-
sion companies to explain that “the
financial requirements have still not
been met and the only reason I have
not withdrawn is so as not to disap-
point the Canadian public”. Szenardi,
however, pronounced himself
“absolutely happy with the weekend”.

So now, having lost the first round 2-
0, it is up to Nike, current worth set at
$150 billion, to counterpunch their
resurgent German rival. Unless, that is,
genuine sporting competition gets its
way and wins on points.

Additional reporting 
by Paul Gains
Small is
beautiful in

Iceland
Steinpor Guobjartsson

REYKJAVIK
OVER the next few weeks,
Danish first division club
Aarhus will wave a tearful good-
bye to three more of its promis-
ing home-grown players, two of
them en route to Italy, one
bound for Germany.

The same scenario will be
repeated throughout Europe
this summer as the stars of
tomorrow, youth players blos-
soming with talent, are seduced
into leaving for richer pastures
at the end of their contracts,
with no reward for the clubs
where they learned their trade.

But now, finally, teams like
Aarhus are about to be given a
boost for providing the next
generation of Laudrups,
Shearers and Cantonas.

After months of coming up
against a wall of legal bureau-
cracy, Uefa have hit upon a sys-
tem which might, just might,
stop Europe’s part-time clubs
from slowly descending into
financial ruin.

With transfer fees for out-of-
contract players outlawed
under the Bosman ruling, the
governing body of European
football have set up a Sfr10 mil-
lion ($7m) pool of money,
creamed from Champions
League profits, for distribution
to clubs badly in need of re-
imbursement.

Each case is to be examined
on merit, with a maximum of
Sfr150,000 paid by Uefa via the
national association. Not a
great deal in today’s market,
perhaps, but a valuable contri-
bution to teams like Aarhus.

“I think it’s an excellent idea.
Those of us who give football in
Europe a lift should be helped,”
said Bent Wachmann, manag-
ing director of Aarhus. “One of
our kids, Alan Jipsen, is about
to go to Hamburg. He’s spent
six or seven years with us. If he
was still under contract, he’d be
worth a lot. We are sorry to
lose him.” 

Uefa will introduce their com-
pensation scheme – applying
only to players under 24 – on 1
July and are relieved that,
unlike several of their previous
proposals, it has the backing of
the European Court of Justice
which made the Bosman ruling. 

But will it work? Before
agreeing to individual requests
for compensation, Uefa have to
find out how much each club
has spent training the player in
question.

It will also require that the
transferred player must have
played at least ten games with
his new club before any money
can be forwarded to his former
employers. This, as Uefa must
know, could take months, or
even years, if a club is laden
with top-class foreign imports. 

“We want young footballers
to be encouraged to play, not
just to sit on the bench,” said
Marcel Benz of the Uefa legal
department. “We recognise
that, as a result of this, com-
pensation may not be immedi-
ate. But delayed payment is bet-
ter than no payment at all.”

Not necessarily. “It’s an
attractive idea in theory but
small clubs live hand-to-mouth
and need the money straight
away,” said Keir Radnedge, edi-
tor of World Soccer.

There are other problems.
How, for instance, will Uefa
quantify how much money to
grant, when standards of living
vary so much throughout
Europe? And how will they
make sure that national associa-
tions pass the funds on to the
clubs concerned?

At Ajax, hardly one of the
most needy European clubs yet
arguably the biggest provider of
youth talent, the concept, how-
ever laudably conceived, has
been greeted with something
between caution and disdain.

“Frankly, it’s too little, too
late,” said an Ajax spokesman.
“Sfr150,000 is peanuts. The
only way to get round Bosman
is to tie players to long-term
contracts without the risk of
them running away. That’s what
we’ll be doing this summer.”
AT the Atlanta Olympics, they were the
also-rans – years of training and effort
producing little global recognition. But
here in Iceland, they have the victory
podium to themselves.

“It’s almost impossible for a small
country to win a medal at the Olympics.
But here I go for gold,” said Biggi Blum,
a judo competitor from Liechtenstein as
she warmed up for the seventh Games
for the Small States of Europe.

Blum was one of only two
Liechtenstein athletes who made it to
Atlanta last year, where she proudly
carried her national flag at the opening
ceremony. In Reykjavik, however, she is
joined by 48 of her compatriots.

The ten-sport event, which finishes
on 7 June, is for countries with a popu-
lation of under one million. It features
Monaco, Liechtenstein, Luxembourg,
Cyprus, Andorra, Malta, San Marino and
the host nation.

Eydis Konradsdottir, one of Iceland’s
most promising swimmers, couldn’t get
past the heats in Atlanta. There, she had
to take on the world. Here, she was up
against swimmers of her own standard.

“The Olympics are everything, but it’s
hard to make it to the finals,” she said.
“It’s more like you are competing for
yourself. There we are like small fish in
a big pond but at these Games we are
united in striving for gold.” 

Some competitors see the games as a
stepping stone to future Olympic partic-
ipation and organisers have tried to cre-
ate an Olympic-style atmosphere, com-
plete with their own flame carried
around Iceland by 2,000 people.

“The difference, of course, is that at
the Olympics everybody at home is sat-
isfied if a national record is set but here
a medal is expected,” said Carol Galea,
a marathon runner from Malta. 
C 24C to 28C 28C to 32C Above 36C32C to 36C

Rain/Sun Showers/Sun Cloud
Sunny

Intervals Sun

SOURCE: MANCHESTER WEATHER CENTRE

GREECEGREECE

ROMANIAROMANIA

BULGARIA
BULGARIA

LANDLAND

AthensAthens

CreteCrete

elgradeelgrade

SofiaSofia

Bucharest
Bucharest

Moscow
Moscow

estest

sinkisinki

St. Petersburg

St. Petersburg

GREECE

ROMANIA

BULGARIA

LAND

Athens

Crete

elgrade

Sofia

Bucharest

Moscow

est

sinki

St. Petersburg

TURKEY
TURKEY
TURKEY

Ankara
Ankara
AnkaraIstanbul

Istanbul
Istanbul

ESTONIA
ESTONIA
ESTONIA

LATVIALATVIALATVIA

HUANIA
HUANIA
HUANIA

KievKievKiev

MinskMinskMinsk

UKRAINE
UKRAINE
UKRAINE

MOLDOVA
MOLDOVA
MOLDOVA

BELARUS
BELARUS
BELARUS

RUSSIA
RUSSIA
RUSSIA

CYPRUS
CYPRUS
CYPRUS

TallinnTallinnTallinn

ilniusilniusilnius

YROMYROM**YROM*

BIABIABIA

RORORO



RED TAPE AND
BLUE DAYS

5 - 11 JUNE 1997  No 369

Business

PROFILE – PAGE 28FOCUS – PAGE 19

The country’s notoriously bloated and inefficient banking sector
is learning to shape up, reports Ruth Sullivan in MILAN

GREEKS DIAL M
FOR MARKET

Italian banks profit by taking account of reality
COMMENT – PAGE 18

IKEA’S PROPHET
OF BOOM
ALESSANDRO Navoni opens his
mailbox in the lobby of his Milan apart-
ment block and groans. Three out of
five letters are from his bank, detailing
three straightforward transactions in
his current account – all in bulky sepa-
rate envelopes. “Look at this for a
paper mountain,” he says, waving a
sheaf of pages in the air. “What I need
is an efficient bank that cuts through
all this and costs less,” sighs the 35-
year-old advertising manager.

Italian banks have long been left
behind by their western European
counterparts and have earned them-
selves a reputation for inefficiency,
overcapacity and poor returns.

It is not just Navoni who is unhappy
with the way the banking system
works: there is widespread discontent
over poor services and high costs.
However, banks are slowly waking up
to the painful reality that they should
be in the business of making profits. In
Court challenge over
television rights could
sidetrack Ecclestone’s

grand prix dream,
reports David Short

Red-
Form
the past, the country’s big state-con-
trolled banks, which account for
almost 60 per cent of the sector, have
concentrated more on attaining power
through sheer bulk and through accu-
mulating capital rather than making
the capital work for them.

“Italian banks have a different man-
agement philosophy where power and
size have been priorities and not prof-
itability,” says Marco Tacconis, a bank-
ing analyst at Milan-based Schroder
Securities.

The sector’s profitability ranks
among the lowest in western industri-
alised countries, with an average return
on equity of 2.7 per cent last year,
compared with 15 per cent in Spain
and 20 per cent in the UK. However,
analysts point out that some smaller
flag th
ula O

Headache: Ecclestone could miss out on 
regional banks, especially listed ones,
often outperform their national coun-
terparts, showing a return on equity of
about ten to 12 per cent.

Strategy is beginning to change as
some leading banks such as Istituto
San Paolo di Torino, Credito Italiano,
Banca Commerciale Italiana and invest-
ment bank IMI have been privatised,
others are preparing to be sold off, and
investors are looking for good returns.

Matthew Taylor, a senior analyst at
European credit rating agency IBCA,
reckons that Italy’s banks are trying
hard to change. “In the past few years
they have introduced new systems to
control their credit risks better and are
making serious moves to reduce over-
staffing,” he says.

Italy’s bank workers are the best
reat t
ne flo

almost a billion dollars if the float of Formu

CYAN MAG
paid in the EU, with a reputation for
being the least productive. Industry
observers have estimated that the total
number of jobs to be cut will be about
30,000, almost ten per cent of all
employees in the bloated sector.

“Recognition of overstaffing at a
national level, which includes unions,
bankers and the Bank of Italy, is the
first sign of a will to change,” says
Tacconis. Italy’s second-biggest com-
mercial bank, Banca di Roma, has
already committed itself to cutting
4,200 jobs over the next three years,
but is running into stiff union opposi-
tion and strike action.

Other banks, such as state-owned
Banca Nazionale del Lavoro (BNL),
started restructuring earlier and shed
1,500 jobs between 1988 and 1989,
but since its joint acquisition, with
insurer Ina, of a 60 per cent stake in
troubled Banca di Napoli, it foresees
another 2,000 job cuts. Keen to make
o $3b
tation

la One Holdings fails

TERRY O’NEILL

YELO BLCK
the sector more competitive, the gov-
ernment has put a bill before parlia-
ment that would offer banks incentives
to push ahead with privatisation and
mergers.

Brushing up image and performance
is also a necessary step for privatisa-
tion. At the end of last month, Istituto
San Paolo di Torino, Italy’s largest
commercial bank, successfully floated
a secondary offering of 27 per cent of
its capital on the market, and reduced
the stake of the charitable foundation
which had controlled it to 20 per cent,
with a five per voting right.

Medieval charitable foundations run
by local and national authorities and
politicians still control a slice of Italy’s
banks, and shaking free from them is
another hurdle. Next on the privatisa-
tion list is Italy’s biggest savings bank,
Cariplo, and Banca di Roma, both of
which are controlled by foundations.

Changes are also taking place in the
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type of business Italy’s banks are pur-
suing. The core business has tradition-
ally focused on a spread of loans and
deposits, with a high level of bad loans.
With decreasing interest margins in its
traditional activity, many banks are
beginning to build up new areas such
as asset and fund management.

Italy’s banking landscape is also
shifting from a fragmented scene of
950 banks towards a trend to alliances.
Last month, Cariplo hitched up with
northeastern bank Ambroveneto to cre-
ate the largest Italian banking group in
terms of branches.

It may still take another few years
before the results of some of the
changes are seen. Also, the weaker
banks run the risk of being swallowed
up by increasing competition which
Europe’s single currency will bring,
while the stronger ones will shape up.

Meanwhile, the paperwork continues
to pour into Navoni’s mailbox.
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ORMULA One’s planned $3
billion stockmarket flotation
of its worldwide motor-racing
business could be abandoned

because of a judgment this week in
a Frankfurt court. The decision on
4 June questions the legality of the
International Automobile Assoc-
iation (Féderation Internationale
de l’Automobile, or FIA) holding
the television and other rights on
behalf of motorsport teams.

The ruling could endanger the
flotation, provisionally scheduled
to launch on the London and
Frankfurt stockmarkets in mid-
July, because the company to be
formed by the flotation, Formula
One Holdings (FOH), will princi-
pally rely on television rights for its
revenues. Formula One has been
built into a multi-million dollar
business through boosting the
value of television rights by its
British chief executive Bernie
Ecclestone and relies on negotiat-
ing those rights for the teams with
the FIA’s agreement.

The interim judgment in
Frankfurt arose after a complaint
against the FIA from a German
independent television company. It
had claimed the FIA’s central TV
marketing of the forthcoming
European Truck Racing Cup was in
violation of European competition
law. The Heidelberg television
company, AE TV, claims the deci-
sion has wider significance, saying
the judgment has “implications
also for all other series being mar-
keted by the FIA on a central
basis”. For its part, the FIA imme-
diately cancelled the 1997 truck
event, telling organisers and pro-
moters they were free to deal with
TV rights in any way they chose.

Ecclestone was unavailable when
The European telephoned him for
comment on the possible wider
ramifications of the decision.

The stakes are high. Ecclestone
stands to make up to £600m
($980m) from the flotation
through his family interests in the
companies which will form FOH.
Additionally he has invested a
reported £50m in a state-of-the-art
mobile digital television studio to
cash in on an expected boost to
FOH revenues from pay-per-view
digital revenues. Since only 50 per
cent of the Formula One compa-
nies wholly owned by the
Ecclestone family interests will be
floated, Ecclestone would continue
to benefit from a stake in FOH.
After flotation, the remaining 50
per cent in FOH would be shared
between the Ecclestone family
interests, some teams and promot-
ers and the FIA. 

In recent weeks the flotation,
first announced in March, has been
dogged by criticism, principally
centred around the lack of finan-
cial information on the business
for financial institutions and
whether the revenue or assets of
the business can justify the $3bn
price tag. Some of that criticism
has been unjustified, notably the

F

scare caused by the decision of the
newly elected British Labour gov-
ernment to ban tobacco sponsor-
ship. Some Formula One teams,
particularly those based in Britain,
rely heavily on tobacco sponsor-
ship from companies such as
Rothmans and Marlboro. But FOH
will not be affected – its main
income is from television rights.
Tobacco money goes directly to
the racing teams.

The US investment bank
Salomon Brothers is the lead bank
in a syndicate reported to contain
16 banks in the UK, Germany and
Austria geared up to share in the
tens of millions of dollars in com-
mission from the flotation.

But not even the names of those
banks are being disclosed,
although they are thought to
include such blue-chip names as
Merrill Lynch, BZW, Morgan
Stanley and ING Barings. One
observer commented that as many
banks as possible are involved so
as to gag any criticism of the flota-
tion. Media analysts preparing
research notes, even without very
much information, are unlikely to
jeopardise their employer’s share
of that commission through a criti-
cal report. Nevertheless, some are
concerned. All were under pressure
to produce preliminary research
reports by the end of the first week
in June.

One analyst said: “We have seen
no evidence of where the money
goes now, and we don’t even know
the names of all the companies
involved. We’re flying a bit blind as
far as valuing this deal is con-
cerned.” 

Another said: “We would nor-
mally expect to have a full day with
the owners with the accounts
spread out in front of us. They are
being difficult about financial fore-
casts and past profits. Having so
little information is almost
unprecedented.”

Analysts were flown to Barcelona
for the Spanish Grand Prix by
Salomon Brothers for a presenta-
tion with Ecclestone and other
Formula One executives.

But few figures were given out
and it is the figures which are
crucial in assessing that $3bn price
tag. No one can doubt Ecclestone’s
success in building up television
revenues from selling motor-racing
to television stations, especially
since he began focusing exclu-
sively on the commercial affairs of
Formula One in 1987 after selling
his Brabham F1 team. 

The Formula One championship
generates a global audience of five
billion, second only to soccer’s
World Cup which attracts eight
billion viewers. But how much
money those audiences generate
for Formula One is crucial for eval-
uating the float. 

In Barcelona, analysts were told
that Formula One’s revenues for
this year would be approximately
£200m with profits standing at
£86m. However, Formula One is
contracted to pass on 47 per cent
of that revenue to the teams. The
£200m figure is gross, according
to Stephen Breslen of the financial
public relations group Brunswick
acting for Salomon Brothers.
Revenues in the region of £100m
do not normally command a capi-
talisation of £2bn, unless future
growth looks especially rosy.

CCORDING to one source,
Ecclestone thinks the future
of digital TV is the rosiest of
all and that he is banking on

that for big returns. One unsub-
stantianted estimate of digital rev-
enues for next year is £60m. At the
time the flotation was announced,
Formula One executives forecast
that within five years its races
could generate $1bn in annual
income from pay-per-view telev-
sion around the world. And in
Barcelona, the Formula One pre-
sentation declared: “The company
believes that growth from Formula
One pay-per-view will be signifi-
cant once the digital technology
platforms are commissioned,”
adding that “the pay-per-view
upside is potentially unlimited.”

But digital television remains
unproven; others feel the numbers
simply do not add up. Even
Salomons has denied that the flota-
tion is banking on the success of
digital television. 

Brunswick’s Lucas van Praag
told The European in March: “Pay
TV is a low percentage of the valu-
ation. The principal income comes
from television rights, such as
terrestrial television and television
packages sold to news organisa-
tions.”

Formula One does have some
pay TV deals in place along with its
terrestrial contracts. They include
ten-year pay-per-view contracts
with the German media group
Kirch for Germany and German-
speaking Austria and Switzerland,
the Italian pay-TV group Telepiu
and the French pay-TV company
Canal Plus for the rest of Europe –
excluding the UK – and South
America.

As a result, said Formula One in
Barcelona: “The company’s rev-
enue is highly predictable with
much of its income contracted
under long-term agreements.” 

All the institutional investors in
London and Frankfurt are asking
is, if revenues are so predictable,
why are they not being revealed?
But all will have to be revealed in
the Formula One prospectus – if
the court judgment in Frankfurt
does not postpone it forever.

F1 goes digital: page 12
U
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THE timing was immacu-
late. Just when the markets
were beginning to question
AT&T’s commitment to the
Unisource alliance of
Sweden’s Telia and the
Swiss and Dutch national
phone operators, the
American giant pulled a rab-
bit out of the hat.

It is no secret that AT&T
has been encouraging
Unisource to bond tighter,
even before Spanish tele-
coms firm Telefónica left the
alliance – which aims to sell
telecoms services to interna-
tional companies – in March
to join cash-rich Concert,
the ongoing merger between
British Telecom and MCI.

In the same breath as
AT&T was negotiating with
US regional operator SBC to
form what would be one of
the biggest mergers ever
seen, the Unisource partners
announced that they are to
merge their international
telecoms carrier businesses
in a new $2.5 billion unit. 

Are the two developments
connected? Of course they
are. AT&T is used to being
number one and will settle
for no less. The forming of
Unisource Carrier Services
(UCS) makes the triumvirate
the biggest international
telecommunications carrier
in Europe and a now essen-
tial part of World Partners,
AT&T’s $20bn international
alliance which already cov-
ers Asia and North America,
as well as Europe.

“Making the alliance of
the three PTTs [national
telecoms companies]
stronger makes our business
stronger,” said Jack Schultz,
AT&T vice president (com-
munications). “Unisource
Carrier Services provides
most of the transport for our
joint venture, so it’s a very,
very positive thing from our
point of view. We are
already very close to
Unisource and it’s possible
we can find other ways for-
ward to further link our net-
work with them. UCS is now
the fundamental supplier of
transport capability to the
European market. It tends to

get mischaracterised,
because we don’t own a
piece of that network right
now.” He said AT&T would
consider investing in UCS
next year, once the
European telecoms market
is fully liberalised.

The American company is
encouraging Unisource to
seek new partners in
Europe, following the split
with Telefónica in March.
Italy’s Stet, which is set to
buy a 49 per cent stake in
Telecom Serbia, is an obvi-
ous target, and other 

Continued on page 16
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European revenues 95/96: $205m

European revenues 95/96: $195m

European revenues 95/96: $301m

Allies include: Arcor (Germany),
Siris (France)

Source: CIT Research, London

Concert Communications Services
BT (UK), MCI (US)

AT&T-Unisource

Allies include: Telefonica (Spain),
Portugal Telecom, Viag Intercom
(Germany), Cegetel (France), 
Telenordia (Sweden), Telfort 
(Netherlands), Albacom (Italy)

            
Telia (Sweden), KPN (Netherlands),
Swiss Telecom, AT&T (US)
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Separating capital from interest when trading securities
is a popular way to modernise, writes Thierry Naudin

Germany strips to fit into a single currency

IF YOU want to make your debt
more eye-catching to investors,
just allow it to be stripped bare,
or at least a good portion of it. 

In an attempt to modernise its
financial market, conservative
Germany is the latest in a line of
countries to authorise the sepa-
rate trading of the principal and
the coupons of government secu-
rities. The technique, known as
“stripping” among financiers,
also reduces funding costs for
governments.

At a time when taxpayers balk
at higher contributions and the
single currency calls for fiscal
prudence and financial competi-
tiveness, it is no wonder that
Germany is taking its cue from
France, Belgium, the Nether-
lands and Austria. The UK and
Spain are expected to launch
their own “strip” markets in a
matter of months. Italy may be
next in line. 
Bank
rift o

privil
Splitting a bond means that
the coupons – the interest remu-
nerating from the bond – and the
principal – the nominal, redemp-
tion value of the bond – trade
separately. 

Once stripped of interest pay-
ments, the principal, known as a
zero-coupon bond, is sold at a
significant discount to nominal
value. The discount represents
the remuneration on the stripped
principal, which accrues only on
redemption of the bond.

In France, where a large mar-
ket took off in 1991, families
have been known to buy stripped
bonds on behalf of newly born
children. By the time they
mature 16 or 18 years later,
bonds originally purchased for,
say 20 per cent of a Ffr5,000
face value, can buy the teenager
their first motorbike.

Wall Street provided a more
hard-headed approach to zero-
s in
ver

eges
German private banks are
angry at lobbying by public
institutions, writes Jeremy

Gray in FRANKFURT 
coupons. American investment
banks launched the market in
1972, and it took off ten years
later as individual and institu-
tional investment schemes began
to proliferate. Competition was
fierce in the Wall Street 
jungle and zero-coupons came
under suggestive acronyms
including “Tigrs”, “Cats”,
“Lions”, “Cougars” and “Gators”.
France’s own first issue was
launched under the acronym
“Felin” in 1985. 

In the same year the US
Treasury standardised its own
market in what became known as
“Strips” (Separate trading of reg-
istered interest and principal of
securities). The technique was
subsequently introduced on the

N
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international capital market,
involving a number of sovereign
and corporate borrowers.

Strips bring more accuracy to
standard bond pricing and they
also reduce currency risk. They
eliminate re-investment risk too,
that is, the risk that the interest
offered on new bonds is lower
than the coupon on an older
issue. 

Strips can reduce government
funding costs as the demand for
strippable bonds pushes their
price up, relative to standard
issues. In France the savings
were estimated in one case at
about Fr2.2 million ($383,000)
for every Fr1 billion borrowed. 

Zero-coupon bonds are typical
ingredients in guaranteed-capital
life of the EU

 Wednesday 4 June

pen at end of the year ...
g standards with Canada
 salmon imports curbed
investment funds as well as in
capitalisation funds, which do
not distribute dividends. Life
insurance companies and pen-
sion funds favour the format, as
do banks for arbitrage, treasury
management and financial engi-
neering. American investment
banks, hedge funds and dedi-
cated funds are the more active
at the longer end of the maturity
spectrum.

In Germany stripping will
involve bonds issued by the fed-
eral government, Bunds, with
maturities of ten and 30 years.
The new 30-year bond, due to
launch on 4 July, will be strip-
pable from that date, as will a
previous 1994 issue of the same
maturity, involving Dm20bn
($11.7bn) worth of capital and a
6.25 per cent coupon. 

Also made available for strip-
ping at that time will be two
tranches (worth Dm30bn and
Dm15bn respectively) of the ten-
year issue which was launched
this year, and which carries a six
per cent coupon.

The strip programme is the 
latest in Germany’s efforts to
upgrade its financial market
ahead of the single European
currency. It will have missed the
market’s heyday as the flat yield
curves and the currency instabil-
ity of the 1980s and early 1990s
are no longer there to make the
format as attractive as it was.
The Dutch and Belgian markets
are slow-going. France’s zero-
coupons in francs and ecus
remain the deepest and the most
liquid outside the US. 

A trader with a major French
institution commented: “The
really good years for zero-
coupons were between 1993 and
1995. The market calmed down
in 1996 and has been very quiet
so far this year.” 
AT&T
stays on
the line
BUSINESS

WEEK

ENEL , the Italian state-
owned electricity giant, has
reached a tentative agree-
ment with Enron of the US to
form a near $3 billion joint
venture ready to compete in
the European electricity mar-
ket when it is deregulated in
1999. The deal represents
the first US equity invest-
ment in Italy’s electricity
market. Enel has also been
given the go-ahead by the
Italian treasury to form a
joint telecommunications
venture with Deutsche Tele-
kom: Enel will have a 51 per
cent stake and Deutsche
Telekom will hold the rest.

Repsol, Spain’s oil giant,
won a 20-year contract to
operate the Mene Grande
field in western Venezuela.
Madrid-based Repsol beat
seven rivals by bidding $330
million for the contract. This
is Repsol’s first venture in
Venezuela. Repsol has also
signed an agreement to join
forces with leading Spanish
retailer El Corte Inglés to
develop a number of high
quality service stations.
Repsol said the deal included
the possibility of installing
service stations and other
complementary products in
hypermarkets and centres
belonging to or managed by
El Corte Inglés.

Sweden’s Stena Line and
the UK’s P&O welcomed the
decision by the French gov-
ernment to allow the pro-
posed merger of their short-
route cross-Channel ferry
operations to go ahead. They
are still waiting for the UK
and the Commission to give
the green light. P&O Stena
Line will be a single com-
pany operating Dover-Calais,
Dover-Zeebrugge and New-
haven-Dieppe. P&O will hold
60 per cent of the company,
which will be based in Dover,
and Stena 40 per cent.

Alan Sugar, the UK entre-
preneur, is breaking up his
consumer electronics com-
pany Amstrad, which domi-
nated the UK market during
the 1980s. Sugar, who will
receive about £70m ($112m)
from the break-up, aims to
distribute the company’s
£200m cash pile to share-
holders, who will have to
approve the move. Sugar will
retain stakes in Betacom, a
quoted electronics group,
and Viglen Technology, Ams-
trad’s PC manufacturing and
direct sales offshoot. Ams-
trad was the firm which was
largely responsible for bring-
ing computers into British
homes at affordable prices.  

Pharmacia & Upjohn ,
the US-Swedish medicines
giant, plans to merge its
Pharma Biotech offshoot
with the life sciences division
of Amersham International,
the UK health sciences
group, which would create
the globe’s biggest biotech-
nology supply company.

The Swiss Banking Com-
mission said six banks had
reported they had accounts
related to former Zairean
president Mobutu Sese Seko
containing a total of Sfr4.8m
($3.2m). Switzerland froze
all Mobutu’s bank accounts
on 17 May and blocked the
sale of his Savigny villa. 

Microsoft, the world’s
largest computer software
company, founded by com-
puter guru Bill Gates, is
expected to announce plans
to set up a new research
group to be sited in Cam-
bridge, UK. It would be the
company’s first research
centre outside the US, and
will mean close collaboration
between Microsoft and
Cambridge University.

The end of civil airliner
production in Scotland, UK,
was marked by the ann-
ouncement by British Aero-
space that it is ceasing to
make Jetstream 41 regional
turbo-prop aircraft in Prest-
wick, with the loss of nearly
400 jobs. 

Ficht, the German engi-
neering R&D company, has
won the first Euromot Eng-
ine-in-Society Award for the
development of an electroni-
cally-controlled, high-pres-
sure injection system for
combustion engines. Euro-
mot, the Frankfurt-based
Association of European
Manufacturers of Internal
Combustion Engines, awards
the annual prize for major
advances in innovation and
environmental commitment
within the industry. The
European provided the
external jury member for the
award, which is supported by
the European Commission.
ERMANY’S private banks
are accusing Bonn of bow-
ing to pressure from state-
owned credit institutions

to have their competitive advan-
tages written into European
Union law. 

Manfred Weber, director of the
German private banking associa-
tion BDB, criticised the federal
government on 3 June for at-
tempting to ensure “special privi-
leges” for Germany’s regional
Ländesbanks and savings banks.
These benefit, he said, from free
government guarantees for top
credit ratings, which allow them
to borrow at favourable rates. 

The Ländesbanks “do not have
to pay the guarantor for these
advantages in ratings and refi-
nancing,” Weber said. “These
privileges are suspect on politi-
cal and competitive grounds.
They contravene EU laws on
state aid, as the Brussels general
secretariat has itself determined.
For the private banks it is incom-
prehensible that the [IGC] treaty
negotiations are being abused to
lay down special privileges for
the Ländesbanks.

“I cannot avoid the impression
that the federal government is
bowing to pressure from [Horst]
Köhler and [Friedel] Neuber,”
Weber added, referring to the
chairmen of the umbrella organi-
sations for, respectively, savings
banks and public sector banks.
Both men had recently threat-
ened to withdraw their support
for the euro. “Such an attempt at
blackmail should not be allowed
to bear fruit,” said Weber.

G

The government of Chancellor

Helmut Kohl last week sent a
proposal to Karel Van Miert, the
EU competition commissioner,
aimed at shielding public-sector
banks and other services from
EU competition laws. The
amendment has been tabled for
discussion at the intergovern-
mental conference (IGC) on
changes to the Maastricht treaty
now under way in Brussels. 

The suggestion would amend
the existing Article 222 of the
EU treaty that guarantees mem-
ber states sovereignty over prop-
erty ownership. “It [should] be
left up to the organisations of the
member states,” the proposed
amendment reads, “in which
manner they enable their public
corporations to fulfil their
regional duty of providing a per-
formance-oriented financial
infrastructure.”

Neuber, who is also chairman
of the Westdeutsche Ländes-
bank, denies he threatened to
block the course of the euro.
“Despite all the problems and
uncertainties, we assume that the
starting date will be kept,” he
said at the bank’s press confer-
ence last month. The govern-
ment will have to rely on the
country’s 12 public Ländesbanks
and 600-odd savings banks to
help it switch to the single cur-
rency. Since Germany’s public
sector banks account for the
highest percentage of non-bank-
ing deposits in any European
country, their co-operation is
essential. 

Neuber appeared to score a
victory last month when the fed-
eral government, mindful of the
likely outcome, proposed that an
independent expert mediate in
the dispute between public and
private banks. Bonn appeared to
apply pressure by sending
Jürgen Stark, undersecretary at
the finance ministry, and
Sighardt Nehring, the chancel-
lor’s policy spokesman, to meet-
ings with economic ministry staff
who handle competition cases.
ber denies that he threatened to blo
With almost two-thirds of the

German banking sector mea-
sured by loans or deposits, the
publicly owned institutions are a
force to be reckoned with. Their
combined weight dwarfs that of
the five listed commercial banks,
which account for one-quarter of
the market. The Commission
expects to open an investigation
into the Ländesbanks soon.

The German public banks have
cried wolf on the euro before.
Köhler hinted in February that
his flock might decide not to be
keen on the euro if the EU elimi-
nates their government-backed
status. Yet the private banks
might find his threat harder to
take seriously than Neuber’s.
ck the introduction of the euro 
Köhler said his criticism didn’t
mean that the Sparkassen “didn’t
back Europe and the euro”.

One effect of Kohl’s initiative
to protect the savings banks is
that it sparked similar moves by
other nations to curb some of the
Commission’s powers in forcing
the state sector to become com-
petitive. Kirch, the German
media group, reacted angrily to a
proposal by Belgium to protect
public broadcasters from compe-
tition rules. France wants to
grant utilities companies special
status. Commission officials say
that none of these moves are
likely to be passed as they would
require approval by all member
states. 
Continued from page 15
Scandinavian companies such as
Finland Telecom, which has a
highly competitive international
business, will interest AT&T-
Unisource. Belgacom is unat-
tached and needs a partner to
protect it from France Telecom
and the French company’s
Global One alliance with
Deutsche Telekom and US car-
rier Sprint, unless Belgacom
joins Global One itself.

AT&T believes that its com-
mitment to Unisource has been
understated. “We’ve got a busi-
ness together which has 900
employees. It is a joint venture.
It’s marketing services in 17
European countries,” said
Schultz. “Our alliance with
Unisource is here to stay,
absolutely. We have put much of
our European operations into
that venture. It’s the primary
marketing channel that we have
to multinational companies with
operations in Europe. We will
broaden the alliance in terms of
other service capabilities up the
value chain: electronic com-
merce, a new online service, net-
work outsourcing.”

UCS will have its headquarters
in Zürich. Its president, Stig
Johansson, said on 4 June that
the venture would “substantially
improve the international com-
petitiveness” of the companies
involved. A UCS spokesman
added: “The pan-European net-
work could eventually be linked
to ATT’s network, creating a
truly global network.”

Schultz added: “Unisource’s
mission is to be a pan-European
company, but it is linked with
our World Partners alliance.
Unisource is now in a position to
deliver a seamless pan-European
service. This is a major step for-
ward for the alliance, laying to
rest any questions that the
Unisource alliance may fall
apart.”
The European
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ON THURSDAY the European
Commission adopted a discus-
sion paper on the future develop-
ment of mobile and wireless
communication in Europe. The
document aims to trigger a
debate on the implications of the
forthcoming switch to a new
technology, including both 
terrestrial and satellite compo-
nents, called Universal Mobile
Telecommunications System
(UMTS). In particular, it raises
the issue of the respective roles
of private sector and public
authorities in the transition
towards UMTS.

On the same day, Neil Kin-
nock, transport commissioner,
announced that the first series of
European Rail Freight Free-
ways would be open for busi-
ness by the end of the year. The
freeways are aimed at reversing
the decline in the railway’s share
of passenger and freight mar-
kets. They are the first initiative
to be implemented under the
Commission’s new rail strategy.
Access to these corridors across
Europe is to be open to all train
operators, and details about
timetable and prices are to be
available through a single outlet,
a “virtual” booking office exist-
ing as a website on the Internet.
The Commission estimates that
the first of these freeways might
take as many as 400,000 trucks
off the roads.

The Commission endorsed a
new agreement with Canada and
Russia on humane animal trap-
ping standards, following the
conclusion of five-month negoti-
ations. The agreement lays down
new standards for mechanical
traps, and prohibits the use of
trapping methods not complying
with them.

Furthermore, Yves Thibault
de Silguy ,  finance commis-
sioner, called for wide-ranging
economic policy co-operation
among the countries participat-
ing in the single currency after
1999. The stability council,
which a number countries have
agreed to set up as in informal
body, should be allowed to
address any economic issue
affecting the euro zone, includ-
ing taxes, labour market policies,
exchange rates and budgetary
questions, he said. Speaking two
days ahead the final voting round
in the French elections, the com-
missioner also warned against a
return to Keynesian policies of
consumer demand stimulation,
arguing that in a world of open
markets such measures would, to
a large extent, merely boost
imports and worsen a country’s
external trade position, instead
of improving long-term eco-
nomic prospects.

Also, the Commission app-
roved a proposal for the design
and make-up of euro coins. The
Commission said that it would
lobby for the eight coins’ nickel
content to be as low as possible
to reduce allergy risks, and that
their design should be adapted to
blind people’s needs. The final
decision on how the coins are to
look is to be taken at the Euro-
pean summit in Amsterdam on
16-17 June.

On Friday, the Commission
expressed its “strong concern”
following fresh attacks by
French farmers on Spanish
fruit and vegetable imports.
Franz Fischler , agriculture
commissioner, and Mario
Monti, internal market commis-
sioner, sent a letter to the
French government, calling on
the French authorities to ensure
the safe and free trade with
Spanish goods. 

On the same day, Jacques
Santer, Commission president,
welcomed the recommendation
by the EU’s ethical advisory
group on biotechnology to reject
human cloning. Santer said the
Commission was examining the
possibility of an EU-wide legal
ban, adding that he was person-
ally against any funding of
“World No Tobacco Day”,
Flynn said the Commission
would continue to lobby for
tobacco price increases and a
possible reduction of permissible
tar and nicotine contents.

On Monday Santer, reacting to
the Socialist election victory in
France, said he hoped the new

Flynn: tobacco crusade

research into reproductive
cloning.

Meanwhile, Hans van den
Broek, external relations com-
missioner, stated that the low
level of foreign investment in
Slovakia was linked to the coun-
try’s political and democratic
shortcomings. “The rule of law
and democracy does not yet
appear to be sufficiently deeply
rooted in Slovakia,” he said at
the close of a one-day visit to
Bratislava.

Also, Padraig Flynn, social
affairs commissioner, called for
stronger efforts to reduce smok-
ing in Europe. In a statement on
government would stick to the
timetable for the completion of
the EU treaty revision in Ams-
terdam and the introduction of a
single currency by 1 January
1999. A Commission spokesman
declined to speculate on the pos-
sible changes the new French
government might want to intro-
duce to single currency agree-
ments, such as the stability pact.
However, he stressed the fact
that the Maastricht treaty had
been negotiated and signed by
the late François Mitterrand,
France’s former Socialist 
president.

On the same day, the Com-
mission agreed measures to curb
cheap Norwegian salmon
imports, including minimum
prices, stand-by duties, export
volume limits, increased Nor-
wegian export tax and tight sur-
veillance procedures. Under the
measures negotiated between the
EU and Norway, Norwegian
salmon exporters agreed to
respect a minimum price of
Ecu3.25 ($3.73) per kilo. EU
salmon farmers, mainly in
Scotland, had complained about
Norwegian salmon dumping fol-
lowing government help for the
industry in 1995 and 1996.

Meanwhile, Franz Fischler,
farm commissioner, continued
his campaign for a substantial
reform of the EU’s agriculture
support policy ,  saying the
Union’s food sector faced the
challenges of new food moun-
tains, EU enlargement and a new
round of negotiations at the
World Trade Organisation. The
ON MONDAY EU foreign affairs
ministers meeting in Luxembourg
outlined a strategy aimed at giv-
ing the world’s poorest countries
the best EU market-access terms
available to developing nations.
Ministers also agreed on an over-
haul of rules of origin which will
enable least-developed countries
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“waiting game” strategy pursued
by some players was a danger-
ous course, Fischler warned, as
the present price-support mech-
anism could provide no long-
term guarantee for farming
incomes. Instead, the EU’s farm-
ers would increasingly have to
be recognised as “stewards of
the countryside”, and be given
direct income support.

On Tuesday Santer congratu-
lated Lionel Jospin, France’s
new prime minister, on his nom-
ination. Santer declared he was
sure that France would remain
“a driving and inspiring force”
for European integration, and
said Europe would continue to
need “France’s determined
action”.

On Wednesday the Commis-
sion announced it would consult
employers and employee repre-
sentatives on the introduction of
compulsory worker informa-
tion and consultation com-
mittees in all EU companies.
The Commission said after six
weeks discussion time it would
come up with legislative propos-
als, to be decided by qualified
majority in the Council of
Ministers. New rules would have
little practical impact in most
member states, which already
have legislation, but would sig-
nify a major change in UK social
legislation. Padraig Flynn said
the proposal was a reaction to
Renault’s closure of its Belgian
Vilvoorde plant without ade-
quate discussion with workers.
to make better use of their duty-
free advantages. The decision
endorsed a new strategy laid out
by the Commission in April, and
was hailed as a major step to
improve the poorest countries’
prospects for autonomous eco-
nomic development. It followed
up international commitments to
agree on such measures given at
the World Trade Organisation
ministerial meeting in Singapore
last December.

THE WEEK

AHEAD

THURSDAY: EU development
ministers meeting in Luxembourg
discuss future relations with
African-Caribbean-Pacific
countries, human rights, forestry
and research policies in develop-
ing countries.
FRIDAY: Jacques Santer, and
Padraig Flynn participate in a
high-level “social dialogue mini-
summit” in The Hague. On the
same day, Hans van den Broek
visits Liechtenstein. Meetings are
scheduled with the reigning
Prince Adam II and Mario
Firch, head of government.
SUNDAY: EU finance ministers
meet in Luxembourg for an
unusual Sunday evening session
to discuss EMU. The earlier start
has been called because part of
Monday’s meeting will be taken
up by the annual meeting with the
European Investment Bank.
MONDAY: EU finance ministers’
agenda includes the preparation
of the Amsterdam summit meeting
on 16-17 June and the implemen-
tation of 1996 economic policy
guidelines. Martin Bangemann,
industry commissioner, visits
Lithuania and Latvia (to 12 June).
TUESDAY: the EU monetary
committee meets in Brussels to
finalise preparations for the
Amsterdam summit.
WEDNESDAY: the Committee of
the Regions meets for its plenary
session in  Brussels (to 12 June).

Thomas Klau
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Air France pulls out of its nosedive
Downsizing and ‘Anglo-Saxon

business methods’ have
helped the ailing state-owned

carrier to record its first 
profit since 1989, writes 

Ian Verchère

Nerve centre: Paris Charles de Gaulle airport has become a US-style flight and scheduling hub for Air France, which is being weaned away from state dependency Source: Air France
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IR France has become so
addicted to state aid that it is
sometimes hard to imagine it as
anything but permanently high

on taxpayers’ money. Not since 1989
has this ailing pterodactyl turned in a
profit. Since then it has devoured vast
amounts of government money and
been branded at home and abroad as
the lost cause of European air trans-
port. Dogged by all the worst traits of
state ownership – outrageous costs, an
inflexible workforce, low productivity
and zero acumen – Air France had
become a national embarrassment. 

As in rugby, however, you can never
write off the French until the final
whistle. Suddenly, an airline that once
gave EU transport commissioners
sleepless nights has bounced back with
a modest profit to March of Ffr211
million ($36.5m). With characteristic
brinkmanship, Paris may have left it
until the eve of EU airline liberalisation
to do so. But the signs of a major turn-
around à la British Airways could be on
the cards for Air France. 

“Our main challenge since early
1994 has been launching a recovery
process to restore the company’s fun-
damentals and satisfy the European
Commission,” explains chief financial
officer Patricia Durand. The quid pro
quo has been a Ffr20 billion govern-
ment bail-out, paid in three tranches of
Ffr10 billion (1994), Ffr5bn (1995)
and Ffr5bn (1996), which has been
used to write off the airline’s debts.

“Some of our European competitors
have tried to impede the process in
Brussels. But we’ve worked to meet
the Commission’s demands and con-
vince them we’re on the right path to
recovery.” BA, which recently ann-
ounced pre-tax profits of $1.04bn, has
been a vocal critic of the Air France
bail-out, which it describes as “exces-
sive in relation to the company’s
needs”. Along with six other European
carriers, it has taken its case to the
European Court of Justice, where it
awaits review. 

As part of its shake-up, meanwhile,
Air France has been reorganised into
11 profit centres “to make our people
aware of the consequences of their
management decisions and think more
in terms of profit and loss”, says
Durand. A key operating reform is the
creation of a US-style flight and sched-
uling hub at Paris Charles de Gaulle
and the elimination of more than 40
global destinations. 

Elsewhere, Air France’s prestigious
Meridien hotel chain has been sold and
its Montparnasse headquarters – one
of Paris’s few architectural eyesores –
divested to help replenish the coffers.
The process is painful but necessary,
says Durand. Like British Airways in
the 1980s, Air France realises that
waving the flag in former colonies is
no longer a crucial part of flag carrier
economics. At its bright corporate HQ
at Charles de Gaulle, young middle
managers now wrestle with yield man-
agement and “Anglo-Saxon business
methods”.

The massive 1993 strike and atten-
dant losses were “the major shock
needed to persuade everyone we faced
a new economic order and had to
adapt”, says Durand. High social costs
and rigid employment laws produced
overmanning. The subsequent chal-
lenge has been downsizing a flabby
workforce “on a voluntary basis” from
40,000 in 1993 to 35,000, at a cost of
Ffr4bn in compensation. 

Another turning point was the offi-
cial merging of the state’s troublesome
domestic airline Air Inter (now called
Air France Europe) with Air France on
1 April 1997 to form Groupe Air
France. 

But the new corporate entity still
faces the problem of common pay and
seniority terms for the two groups of
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pilots. The militant pilots of Air Inter
are paid more than their Air France
counterparts, which is a major source
of internal discord. 

Much of what has been achieved to
date is occurring against a backdrop of
the largest financial bail-out in aviation
history. Despite indignant noises from
London, Brussels side-stepped its own
fair trade rules on state subsidies in
1995 and approved the Ffr20bn rescue
package in exchange for a tight reform
programme. The alternative, said the
European Commission, was the col-
lapse of Air France and national chaos. 

The French aviation authorities see
UK objections to the Air France rescue
as “typical British hypocrisy”. It was
only recently, they point out, that
Margaret Thatcher summoned Lord

King to perform similar miracles with
Britain’s equally lacklustre national air-
line of the 1980s. Here, too, large
debts were written off and massive
restructuring needed before BA could
be privatised. What irks Paris of course
is being so far behind the British and
the Germans in this process. 

BA’s acquisition of two French air-
lines – TAT and Air Liberté – as vehi-

Independent spirit: Christian Blanc
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has also rubbed salt in the wound.
While Air France is in no position to
raid the UK market, BA is able to
invest in winning market share across
the channel. “It depends how much BA
is prepared to lose in France,” declares
Durand. “We hope they’ll have a sound
business attitude and operate on a
profitable basis.”

When the then conservative prime
minister Edouard Balladur drafted his
famous list of 20 top French corpora-
tions for privatisation, Air France fea-
tured prominently. Against such mas-
sive losses, however, the taciturn
French leader knew that sans profits
meant sans investors. So he named a
battle-hardened veteran of the Paris
Metro labour wars, Christian Blanc, to
replace the traditional French techno-
crat Bernard Attali and lead Air France
to the promised land. 

LANC, 55, could not be less like
his predecessor. Educated at the
Lycée Montesquieu in Bordeaux,
he read political science at

Bordeaux University but eschewed the
grandes écoles as “hopelessly naff”
and opted instead for direct entry to
the civil service. 

A close friend and longtime sup-
porter of former prime minister Michel
Rocard, Blanc first came to national
attention in 1988 when he successfully
persuaded pro-independence rebels in
New Caledonia to accept a referendum
on autonomy. 

But it was his four-year stint as head
of RATP, the Paris transport authority,
that put Blanc’s career firmly on the
national map. After tough negotiations
with the Metro unions, he helped trans-
form a moribund state enterprise but
then showed his mettle in 1992 by
quitting at 24 hours’ notice when pre-
mier Pierre Bérégovoy failed to back
his demand for minimum commuter
services during strikes. 

Despite his socialist beliefs, Blanc is
seen by many as an independent spirit
more at home with the conservative
right. Recently named airline president
of the year in Washington by Aviation
Week magazine, Blanc has demanded
100 per cent government support in
his herculean task of resuscitating a
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moribund Air France. His mission
when joining Air France was clear: to
transform the airline from its corpo-
ratist flag-carrier culture into a market-
driven airline governed by the laws of
profit and loss and attractive to global
investors. 

This has meant weaning both man-
agement and the workforce away from
a protectionist, state-dependent men-
tality into the less certain world of bot-
tom-line economics and performance
evaluations. 

“When Christian Blanc took over, it
was supposed to be impossible to
restore the economic fundamentals of
Air France,” says Durand. “Despite the
social rigidity of the French system, we
have people of high quality devoted to
YELO BLCK
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both companies and able to overcome
great challenges in very little time.”
Evidence of this Gallic dexterity is the
creation in under four months of a
complex hub structure at Charles de
Gaulle “which actually works”.

Durand acknowledges there will con-
tinue to be some resistance within the
workforce. But most people in both
companies now accept that “merging is
the only sensible solution”. He points
to a 30 per cent hike in pilot productiv-
ity since the 1993 changes began and a
14 per cent improvement in aircraft
utilisation. 

But persuading Air Inter pilots to
accept the same work conditions for
less money will not be easy, say indus-
try analysts. “Their future job security
U
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With the first black ink in years, Air
France is beginning to arouse investor
curiosity as the bad old image recedes.
Any privatisation decisions rest, of
course, with President Jacques Chirac
and the newly elected Socialist govern-
ment of Lionel Jospin, which may opt
to keep the airline in state hands.
“What we hope,” says Durand, “is to
demonstrate through results and
achievements that we’re now a com-
pany that can attract investors.” But
how or even if it will be sold off
remains unclear. Blanc’s only demand
is that Groupe Air France is ready for
market by the end of the year.
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THE sorry state of Italian
flag carrier Alitalia’s
accounts have become
something of a national
joke. So when the news-
paper La Repubblica
reported last week that
the company made a L22
billion ($13.2 million)
profit in April – the first
in ten years – eyebrows
were raised. Was this a
sign of recovery? 

Sadly, it seems not,
although there have been
some encouraging figures.
In the first quarter of this
year the state-owned air-
line’s losses were “only”
L123bn, compared with
L230bn over the same
period last year. 

Alitalia’s losses for the
whole of 1996 were
L1,200bn. Although the
firm does not publish
monthly or quarterly fig-
ures, a company spokes-
man said the La Repubb-
lica report was “more or
less right”. The company
cites a seven per cent cut
in labour costs and the
absence of strikes bet-
ween March 1996 and
March 1997 – in contrast
to the 60,000 hours lost
in strikes in the same
period a year before.

According to Flavio
Cereda, an analyst with
ABN AMRO, “there are
other signs suggesting
that April’s results are
too partial to claim that
the good weather is
returning to the Italian
skies”. Even after a
L1,000bn government
cash injection last sum-
mer, the airline’s net
debt is still L2,343bn.
There will also be greater
competition as a result of
the EU’s single market in
aviation, introduced in
April of this year. 

If Alitalia was unable
to make a profit during
the past two years when
conditions were good,
“with real competition
behind the corner, it’s
going to be much harder
for them”, said Cereda.

Andrea Torlonia, ana-
lyst at Rome’s Nusa Sim,
agrees: “Until recently
Alitalia has had a safe
niche in the internal mar-
ket, but that too is now
being eaten by small com-
petitors such as Air One,
which can offer flights
between Rome and Milan
for half the price. 

“And the situation will
get worse when, as
expected, big companies
like BA or Lufthansa will
enter the internal airline
market. Customers who
today might be scared
away from unknown air-
lines will feel safe with
the big fishes,” said
Torlonia. 

Last year’s 3,000 redun-
dancies were expensive.
And with four out of 13
members of the executive
board now representing a
very powerful trade
union, further downsizing
will encounter very
strong opposition. 

Alitalia’s best hope is if
the European Comm-
ission decides to allow
the Italian government
to provide a second
tranche of aid of
L1,800bn. 

A senior Commission
official said a decision
was likely by the sum-
mer, but Alitalia first had
to show that the cash
injection was accompa-
nied by a plan that would
make the company a
viable concern again. “If
their plan is watertight
then we could give a posi-
tive decision, but we are
not there yet,” he said. 
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Left-wing leaders have more
in common than their politics 

Tony Blair and Lionel Jospin have taken over
very different economies, but they face the 
same challenge over the next five years, 
writes Economics Editor Thierry Naudin
NOTHER month and another
left-wing government sweeps
into office in one of Europe’s
oldest nation-states. The style of

policy-making is as sure to change in
Paris as it is in London, as both the
Socialist and the Labour parties seek
to ditch their old tax-and-spend
images.

There are a few obvious similarities
between the recent polls on both sides
of the Channel. Tony Blair’s and Lionel
Jospin’s sweeping victories came on
the back of an irresistible build-up of
resentment against what were per-
ceived as uninspired, corrupt and arro-
gant governing cliques. On both
shores the right wing is in tatters, a
victim of its failure to find a clear
sense of direction – over Europe in the
UK, over unemployment in France.
This calls for a comprehensive recon-
struction of British and French right-
wing politics along fresh lines.

Another thing Blair and Jospin have
in common is the same down-to-earth
style. But where Labour, 18 years in
the waiting, wasted no time rushing in
major reforms in crucial areas such as
monetary policy and welfare, Jospin is
not in such a hurry. Having been
called ten months ahead of schedule,
the snap election caught him in the
middle of his efforts to renovate the
Socialist party and usher it into the
post-Mitterrand era. This in itself is a
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good reason for promising a “gradual”
approach rather than instant radical
changes. 

Another is that France badly needs
to recover a sense of stability. Jospin
is the country’s sixth prime minister in
as many years. The period has seen
various socialist and right-wing gov-
ernments switching priorities from fis-
cal consolidation to job stimulation to
welfare reform. Alain Juppé’s outgoing
cabinet pushed this to an unprece-
dented degree, having shifted from its
inaugural “war on unemployment” in
early June 1995 to fiscal retrenchment
only a few months later. 

Now what did the French really
expect from Jospin when they voted
him in: another policy standstill
enabling everyone to hang on to the
same old batch of privileges and
grudges, or the magic, dynamic combi-
nation that would set the world’s
ne
ts
est
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fourth largest economic power in good
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Only time may tell. What really mat-
ters is that Jospin makes the most of
the opportunity before him. The coun-
try’s exports are reaching the point
where the private sector must, at long
last, invest in new plant and equip-
ment. A rise in the minimum wage, due
in July, will boost domestic demand
and investment. And so may the risk of
higher interest rates later this year on
the back of accelerating growth.
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Moving & 
Rebounding growth can only help
Jospin’s plans for the creation of
700,000 public and private sector jobs
for the young. This sounds like archaic
tax-and-spend dirigisme, but the prac-
tical implementation is a matter for
micro-economics rather than govern-
ment. The same holds for grand plans
to create more jobs through a reduc-
tion in working hours without a com-
mensurate cut in wages: some compa-
nies can afford the additional
expenditure involved, others cannot. 
ueezes
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A similar logic applies to the jobs –
half the proposed total – to be created
for the young in the public sector:
some local authorities are sufficiently
well-off to act, others are not. In any
case it would be up to central govern-
ment to re-allocate existing employ-
ment subsidies to the plan if and when
needed, instead of increasing taxes or
the deficit.

As noted by Patrick Mange, chief
economist with Deutsche Bank in
Paris: “All this means that, at least in
the short term, Jospin’s economic
strategy should be neutral in terms of
inflation and the deficit.” So can
France breeze through the fiscal test
for monetary union? Not under the
German government’s own, biased
dogmas, since the French deficit, like
Germany’s, will likely be closer to 3.3
or 3.4 per cent of gross domestic
product (GDP) than to three per cent
life out

 help France’s despairing unemployed co
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by the end of this year. But unlike
most people in the UK I would agree
with a majority of observers in main-
land Europe that what matters ulti-
mately is the Maastricht treaty itself
and its built-in flexibility, rather than
Bonn’s diktats. Practically this implies
that come judgment day in 11 months’
time, a deficit below 3.5 per cent of
GDP is likely to be seen as being on
the right side of EMU in 1999. 

But does Jospin really want France
to join EMU in January 1999? Yes, oth-
erwise Jacques Delors would never
have been so publicly involved in the
socialist leader’s campaign. Moreover,
a recent poll shows that only 19 per
cent of French people favour a re-
negotiation of the Maastricht treaty.
This is far less than the total of com-
munist and extreme right-wing votes in
Sunday’s poll. And when the time
comes for crucial votes on Europe in
parliament, Jospin can safely rely on
Christian-Democrat support to make
for any shortfall on the communist
side. 

Contrary to Blair, who faces the risk
of an over-heating British economy,
Jospin can ride on an emerging
rebound. But the challenge the two
leaders face over the next five years is
one and the same: to make market
economics work better for everybody.
European co-operation can help in this
effort, if they want it to.
of jobs
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HE appointment
of four advisers –
two foreigners
among them – to

the Bank of England’s
new monetary commit-
tee adds to the indepen-
dence it has already
earned over the setting
of interest rates.

The four appointees
will first sit together
with the Bank governor,
Eddie George, and his
deputy, Howard Davies,
on 5 and 6 June to
review credit policies
and interest rates. A
decision to form the
committee was made on
3 May by Gordon Brown,
Chancellor of the Ex-
chequer, as part of the
government’s drive to
modernise the country’s
economic management
and enhance its commit-
ment to price stability.

The changes bring the
UK more into line with
mainland Europe, al-
though, compared with
other countries, official
short-term interest rates
have a more direct
impact on mortgages. It
is, of course, unusual for
foreigners to sit on a top
policy-making body. But
the two non-British
appointees have had
time to acclimatise to
the British economy. 

DeAnne Julius, an
American, is chief econ-
omist of British Airways
after a similar position
with Royal Dutch Shell.
Willem Buiter, a Dutch-
man, teaches economics
at Cambridge University.
The other two are
Charles Goodhart of the
London School of
Economics (LSE) and
Sir Alan Budd, a former
academic who has been
chief economic adviser
to the British Treasury

T
 for the past six years.
The four share a keen

interest in the interplay
between monetary pol-
icy and the real econ-
omy, and a good deal of
scepticism towards the
activist type of policies
typically associated with
left-wing governments.
Goodhart and Buiter are
supporters of EMU,
while Budd is known for
a pragmatic approach to
anti-inflationary policies.

A leading international
authority on central
banking and head of the
LSE Financial Markets
Group, Goodhart is
famous for what might
pass as the monetary
equivalent of Heisen-
berg’s uncertainty prin-
ciple in nuclear physics.
“Goodhart’s law” warns
authorities against tar-
geting any particular
variable since it becomes
distorted in the process.

Julius advocates a
hands-off approach in
the area of industrial
economics: government
should focus “on people,
not jobs”, providing
training rather than sub-
sidies or trade barriers.

As for Buiter, the two
personalities he berated
in a 1996 paper for mis-
understanding conver-
gence and its implica-
tions for monetary union
were none other than
the Bank governor and
Tony Blair, the Labour
leader. To him, the
Netherlands is proof that
a strong currency is
compatible with compet-
itiveness and jobs. At the
end of the day, though,
central banking is irrele-
vant to the wealth of
nations. “The monetary
emperor wears no
clothes,” he warns. In
the long term, that is. 
RANCE’s new socialist prime
minister, Lionel Jospin, wants
to create 350,000 public sec-
tor jobs for the young as part

of his efforts to curb the country’s
record high unemployment. But
statistics and research suggest that
the cure might be worse than the
disease.

The impact of high taxes and wel-
fare contributions on private sector
investment is often seen as a major
factor behind Europe’s overlong
dole queues. But much of the prob-
lem is caused by the cost of an
abundance of public sector employ-
ees – as many as 27 million in the
European Union.

Statistics from the Organisation
for Economic Co-operation and
Development expose the full extent
of the burden by showing how
many people are required to sup-
port one public sector employee.
The smaller the number, the
greater the burden on tax payers.
In Sweden there is one public sec-
tor employee to every six citizens.
In France and Denmark, one to
eight; in the UK, one to 13, or
slightly less than the EU average of
one to 14. In the Netherlands, the
burden is lighter: one to 17. By way
of comparison, in Japan the ratio 
is one public employee per 28 
citizens.

Worse still, the bulk of the prob-
lem lies at a national rather than a
local level. Central governments in
Europe employ as many staff as
regional and local governments put
together – 13 million people. The
UK and France represent the aver-
age, but Germany fares better
because its public administration is
more decentralised.

When national officials argue in
favour of subsidiarity (leaving to
nations what does not need to be
controlled by the EU) they are
really pleading for their own jobs.
But statistics show that such sub-
sidiarity is also needed within mem-
ber countries. If Germany is a
model in this respect, Switzerland is
another: of its half-million public
sector employees, fewer than one
third work for the federal govern-
ment. The cantons raise as much
tax revenue as the federal govern-
ment; they control virtually the
entire educational structure and a
large part of the welfare system.

The real cost of Europe’s 13 mil-
lion national civil servants goes way

F

beyond their pay cheques. They
produce and enforce vast numbers
of national rules and regulations –
no fewer than 442 in 1994 alone,
laid out over 10,000 pages. By con-
trast, the European bureaucracy in
Brussels, only 15,000 strong, pro-
duced a total of 415 rules and regu-
lations between 1958 and 1993.
But national production of regula-
tions continues year in, year out,
although a fair amount of it is
superfluous as it overlaps with EU
rules already agreed in Brussels.

Europe’s biggest producers of
rules and regulations are Germany
and Britain, each accounting for 21
per cent of total output, followed by
France (17 per cent), Italy (ten per
cent) and the Netherlands (nine per
cent). Inevitably, the differences
between national regulatory frame-
works create new barriers to trade
in what is supposed to be a barrier-
free single European market, and
they hinder job creation. In the US
Thomas Hopkins of the Rochester
Institute of Technology calculated
that in 1995 the cost of complying
with federal regulations amounted
to nearly 50 per cent of federal tax
revenues, having risen from a level
of 40 per cent in only seven years.
Yet even this amazingly high figure
is probably too low, as it does not
take into account the cost of state
and local regulations or include cer-
tain parts of the federal rulebook. 

Other research found that
increased regulation tended to
cause further unemployment. A
1994 report on employment perfor-
mance by McKinsey, the US consul-
tancy firm, concluded that in west-
ern Europe restrictive regulations
in product markets are often more
important in explaining differences
in job creation than factors such as
availability of capital.

In Europe shrinking the public
sector and its production of rules
and regulations has been shown to
reduce overall unemployment. The
evidence was brought by Alberto
Alesina of Harvard University 
and Roberto Perotti of Columbia
University in a joint 1995 study of
fiscal expansion and adjustment. A
survey of 21 OECD countries found
that overall employment would not
increase as long as governments
failed to reduce public payrolls and
welfare payments. Moreover, cuts
in public investment and higher
taxes did not result in job creation
in the private sector. Only cuts in
the civil service and in welfare pay-
ments would bring this about, as
shown in the UK, Ireland, New
Zealand and, more recently, the
Netherlands.

Hugo Dicke and Hans Glismann
of the Kiel Institute for Global
Economics took the research fur-
ther as they tried to evaluate the
effect of cuts in central government
staff. They found that if a govern-
ment restricted itself to basic func-
tions, bureaucracy could be shrunk
by 60 per cent. Even accounting for
redundancy payments, this could
result in a 30 per cent tax cut and
in strong stimulus to both invest-
ment and employment in the private
sector.

How much can be done along
these lines in individual countries
depends on whether politicians
have the courage to apply subsidiar-
ity within national borders, through
power transfers from central to
local government. The production
of national regulations must also
be cut down to leave room for
European rules, but only where and
when subsidiarity cannot be
applied.

Dr Johan Ramaer is a former
senior executive with Philips, the
Dutch electronics group.
“MANY a word, at random spoken ... ”.
Those words written by Scottish
author Sir Walter Scott long ago must
be ringing in the ears of Nicholas
“Mister Swatch” Hayek, the Swiss
watch king. He said he would agree to
play tennis queen Martina Hingis if
she made the number one spot on the
ATP tennis rankings, which is 
precisely what she has done. So 
16-year-old Hingis, who advertises for 
Swatch, will play a “celebrity” match
with the flamboyant entrepreneur on
11 June. Hayek, however, admits his
chances of victory are slim; it could
well be a case of game, set and
Swatch.

LILIANE Bettencourt, 70, the 
elegant grande dame who is 
major shareholder in the L’Oréal
cosmetics group, again tops 
the annual list of the richest 
people in France. She inherited
the firm from her father in 1959
and has grown steadily richer
since then, with a fortune now
estimated, conservatively, at 
Ffr44 billion ($7.7bn). She owns a
27 per cent stake in L’Oréal,
worth Ffr36bn, three per cent of 
Nestlé, estimated at Ffr8bn and
other considerable investments.
Men, notably store kings, 
dominate the list of the rich, but
rising in the so-called lower ranks
is Elisabeth Badinter, 60, wife of
the former Socialist minister of
justice, who inherited the Publicis
advertising group along with her
sister. Her worth is around
Ffr2bn. Agnés Troublé, 55, 
outright owner of the 100 “Agnes
B” fashion shops, has also burst
through the one billion franc 
barrier. But both have a long 
way to go before catching up
Madame Bettencourt. She is 
a clear Ffr19bn ahead of the 
second in line, aircraft tycoon
Serge Dassault, who gets by on a
mere Ffr25bn.
CLIMBING to the top is nothing new
for Peter Brabeck-Letmathe. After
conquering 6,000-metre-high 
mountains in South America, he has
now reached one of the highest 
business peaks in the world as the
new chief executive officer of Nestlé.
Austrian-born Brabeck-Letmathe has
been with the world’s largest food
company since he completed his 
studies at the world trade college in
Vienna. He started his career in
Austria, then moved to Latin America
where he became the top Nestlé 
man in Ecuador, and then took charge
in Venezuela. He was called to
Nestlé’s headquarters in Vevey,
Switzerland, in 1987 to become senior
vice-president in charge of the firm’s
culinary foods and was put in 
charge of global food and marketing
operations in 1992. Brabeck-
Letmathe, 52, obviously likes heights:
apart from being an accomplished
mountaineer, he also found time to
obtain his pilot’s licence while in
South America.

GERMANY’S chancellor Helmut
Kohl, has entered another phase in
his role as a committed European,
this time in advertisements in 
various Dutch publications. He 
has been sighted in adverts 
for Dutch dictionary Kramers.
“Eert’n-zoep met kloeif?” reads
the German-sounding quote from
Kohl as he looks at a menu. This 
is then translated into its correct
Dutch: “Erwtensoep met kluif”
(pea soup with knuckle of pork),
with the added instruction: “Mr
Chancellor, you’ll find it in
Kramers on page 306.” However,
Kohl’s wife and prize-winning
cookbook author, Hannelore,
would probably suggest 
substituting pea soup with
creamed peas, which is much more
in keeping with the chancellor’s
Rhineland-Palatinate tastes.

IRELAND’s Ryan family have become
high flyers in more ways then one. In
the wake of the share market flotation
of their no-frills airline, the family
scooped Ir£40 million ($60m) by 
selling nearly half of their stake in the
company. Investors scrambling for
Ryanair shares asked for 20 times the
number available on the Dublin and
New York exchanges, so that when
trading began in the shares on 
29 May the price rocketed, putting a
valuation on the slightly more than 
33 per cent stake the Ryans still hold
in Ryanair at above Ir£100m. Good
news, indeed, for founding father
Tony Ryanp and his sons Declan,
Cathal and Shane, all in their 30s.
Observers are wondering how Tony
will spend his cash; over the years he
has kept prize cattle, collected 
contemporary art and made 
substantial personal contributions to
various educational institutions.

CAROL Galley, 48, vice-chairman
of Mercury Asset Management
(MAM), the UK investment group,
was paid a total of more than
£5.4m ($8.64m) last year in one of
the biggest-ever packages received
by a UK public company director.
She was also awarded a separate
£600,000 deferred bonus which
she will be able to collect if she
stays with the group for the next
five years. Galley has been with
MAM since 1971. She is not new
to publicity; during the bitter
takeover battle for the Forte
hotels empire by leisure group
Granada in 1996, MAM held large
stakes in both camps, and she was
often sought for her opinion.

ASIL Nadir, the fugitive Turkish
Cypriot tycoon, may be rattling his
sabre at the authorities in the UK
where he is wanted on fraud 
allegations, but it has not cut much
ice. Nadir, who holds a Turkish 
passport, flew to Istanbul last week on
his first trip out of his native Cyprus
since he fled there from Britain four
years ago. He took a conference room
at the five-star Swissôtel in Istanbul to
tell the world’s press that he would
return to the UK if he had a guarantee
that he would not be arrested and that
the government would open a public
inquiry into the collapse of his Polly
Peck fruit-to-electronics empire. The
London-based Serious Fraud Office
has said if he sets one foot on British
soil he would be arrested immediately,
and the government has beckoned a
finger urging him to return to London,
saying he had nothing to fear from
British justice. Nadir strongly 
maintains his innocence, but says he
has no confidence in British justice,
even though convictions against his
former aide Elizabeth Forsyth were
quashed in March.
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Tough talking
as OTE returns
to the market

The Greek telecoms group is
to sell a second tranche of
shares on the back of last

year’s profit of $1.2bn, reports
Paul Anastasi in ATHENS

Private line: OTE plans to add voice mail, call forwarding, the Internet, e-mail and mobile phones to its traditional services

YANNIS KABOURIS/PRISMA
VEN for the versatile Greeks, the
public transformation of Petros
Lambrou from right-hand man
and close confidant of the

deceased Greek socialist prime minis-
ter, Andreas Papandreou, to tough-
talking international businessman is
nothing short of miraculous.

But his undoubted ability and com-
mercial acumen have served him well.
At one stage he was responsible for the
strategic organisation of Papandreou’s
mass rallies, for which the radical
leader became famous. But Lambrou
escaped the chop from Papandreou’s
moderate successors, an exception
among the dead prime minister’s aides. 

The more obvious reason is the suc-
cess that Lambrou and his managers
have scored in turning Greece’s gigan-
tic yet cumbersome state-owned
Hellenic Telecommunications Organ-
isation (OTE) into a private company.

Before his arrival in 1993 it could
take many months, if not years, to get
a phone installed, transferred or
repaired. Today the repair service not
only works 16 hours a day, it also
works at weekends. Phones are
installed between ten to 30 days after
an order, a revolution in Greece. There
is still much to do. OTE has yet to
introduce a mobile phone system
despite the arrival of two competing
internationally run systems in 1994.

Apart from adapting to EU dictates
to liberalise by 2001, OTE is about to
embark on what Lambrou hopes will
be a second successful sell-off of
shares. It aims to raise more than
Dr300 million ($1.2 billion).

Lambrou, 49, is managing director
and chief executive of OTE, by far the
largest and most profitable corporation
in the Balkans. He says his primary
tasks are to modernise it to face com-
petition, to expand into the Balkans,
eastern Europe and the Middle East, to
secure a stronger position, and to
supervise privatisation.

A near ten per cent tranche of OTE’s
shares was sold last year through the
Athens stock exchange, but the second
tranche of around 12 per cent will be
sold via the UK and the US as well as
Athens. Meanwhile, the massive task
has rendered Lambrou moody, evasive,
and averse to being photographed. Yet
he is supremely confident of OTE’s
success.

“We already dominate the Balkans in
terms of infrastructure, bulk, moderni-
sation and turnover, and feel we can
maintain this dominant position,” he
says. “We can participate on an equal
basis in international alliances that are
developing in telecommunications and
which will be completed by 2000. We
will continue to dominate the Greek
market, and will play a role in the mar-
kets of eastern Europe and the Middle
East. We enjoy considerable advan-
tages due to our geographic position
on the crossroads of eastern and west-
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ern Europe, the Middle East and North
Africa. We plan to make good use of
that position.”

Despite Lambrou’s tough talk, he is
cordial enough to concede that much
of OTE’s success is due to his staff.
Among them are the OTE president,
Dimitris Papoulias, 58, who holds a
PhD from Oxford University, a patriar-
chal figure who admits to feeling just

Papoulias: holding OTE reins tight

Lambrou: OTE’s confident moderniser

at home in England as in Greece, and
Christos Kazantzis, the 48-year-old
general manager of finance.

The OTE shares are being sold
mainly through London and New York
to avoid overloading the Athens mar-
ket. Shares will be sold via brokers in
the UK and as American Depository
Receipts (ADRs) in the US, and be
quoted on SEAQ International in
London and America’s Nasdaq
exchange. The public offering will be
EAN CURRENCIES
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SOU
held from 11 to 13 June. The Greek
government sold its first tranche of
OTE shares in April last year. The
shares’ drachma value has risen 67 per
cent, and just over 55 per cent in dollar
terms, although this represents a small
underperformance against the Athens
exchange composite index.

OTE is the largest corporation in the
Balkans, with a $2.6bn annual turnover
– equal to 2.5 per cent of total Greek
gross domestic product. Its profits – a
quite remarkable $1.2bn pre-tax last
year thanks mainly to its monopoly of
terrestrial services – exceed those of
the country’s top 20 banks collectively.
It has a staff of 24,500 who, according
to OTE research, are getting more effi-
cient. Each employee now services 224
phone lines, compared with 168 in
1992. Inevitably, it is the largest com-
pany on the Athens stock exchange
with a capitalisation of $9bn.

Lambrou said that last year’s profit
was a 23.8 per cent increase over pre-
tax profits in 1995. OTE says turnover
and net profits in the 1996 to 2000
period will continue to increase at
about 20 per cent per year, compared
with seven to eight per cent for other
major western telecoms groups.

“These rates will keep us well in top
position in Europe in terms of results,”
Lambrou said. He added that even
greater profits will come from the high
rate of digitalisation; it is scheduled to
increase from 43 per cent of the phone
network today to 90 per cent by the
year 2000. This in turn will provide a
better infrastructure for the introduc-
tion of other value-added services such
as voice mail, call forwarding, Internet,
e-mail, the introduction of mobile tele-
phony and cable television, the cre-
ation of more subsidiary companies
and participation in investments.

“I believe the secret to success is a
change in the mindset of the staff and
management, from a slow, state-run
operation to a new private enterprise
conglomerate capable of meeting the
challenges of competition from west-
ern Europe and the US. 

“That means new managerial tech-
niques and technology, expert staff,
and a change in orientation from pri-
marily satisfying state dictates to satis-
fying the increasingly complex
demands of customers.”

Although OTE has amassed giant
profits and assets due largely to its
state monopoly on fixed telephony,
under EU legislation it will lose this
monopoly by 2002. Nevertheless, it is
still attractive to investors; when it sold
its first 32 million shares last year they
were quickly bought by 180,000 small
and medium investors and 400 institu-
tional investors. This brought in
around $500m, split 40/60 between
OTE and the government.

OTE has made it clear that it is using
its considerable revenue from share
sales and other sources for two
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“ANY reports that sugges
Bundesbank or its president a
favour of a postponemen
European monetary union (E
are not correct,” said Man
Körber ,  spokesman for
German central bank. This
before the central bank an
German government reach
compromise whereby the p
from a revaluation of the na
gold reserves would be made
in 1998, too late to help the 
try meet the fiscal criteria for 
“You can have the single cur
without policies restricting p
spending, without privatisat
without raising taxes,” 
François Hollande the day afte
Socialist party, of which 
spokesman, won the French
eral election on 1 June. He a
“We all stand to gain if Ital
Spain are in EMU, if there 
economic government alon
the European central bank, a
Europe no longer means auste

Lionel Jospin’s governmen
stick to the EMU timetable
Elizabeth Guigou, who is tipp
serve as European affairs mi
in the new cabinet. “Of cours
must meet this deadline.” Bu
added: “Institutions mus
reformed to enable Europ
decide and to be more democr
Jean-Pierre Gérard, a mav
member of France’s monetary
icy council, said: “The Maas
treaty must be renegotiate
adapted regardless of the out
of the general election.”

Prices on the Athens s
exchange rose further after C
Simitis, the Greek prime min
said the Socialist victory i
French election would help G
buy time to prepare for its pla
participation in the joint cur
by 2000 or 2001. “The euro c
launched under strict adheren
the criteria and the planned 
table,” said Klaus Kinkel
German foreign secretary, afte
purposes: first, to increase and mod-
ernise services at home in view of
fierce competition in the European
telecommunications market. Second,
to fulfil its international projects in the
Balkans, eastern Europe, the former
USSR, and the Middle East.

About $400m has already been ear-
marked for investments abroad. They
include participation in projects in
Romania, Armenia, Iran, Ukraine,
Albania, Macedonia (FYR), Bulgaria,
Azerbaijan, Uzbekistan and Georgia. In
many of these projects OTE is co-oper-
ating with western partners such as
BT, Alcatel and Siemens.

It is participating in SEA-ME-WE3,
an underwater optical fibre system
which will connect more than 32
coastal countries ranging from the
North Sea to the Pacific, via the
Atlantic, the Mediterranean, the Red
Sea and the Indian Ocean. OTE claims
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French general election. The Itali
prime minister, Romano Prod
said: “If we postpone EMU it w
not go ahead. Delay means losin
faith.” Italy’s Treasury ministe
Carlo Azeglio Ciampi, said: “A
delay would be against Italy’s inte
ests.” Göran Persson, the Swedi
prime minister, said his count
would not seek to join EMU in 199
because “it would split the cou
try”, but the door is left open for
policy change in the future.

Antonio Fazio, governor of th
Banca d’Italia, warned: “The infl
tionary flames are not totally out 
Italy.” Hinting that cuts in intere
rates are not in the pipeline, h
made clear that the Italian centr
bank wants to see inflation at tw
per cent or less this year, which 
the government’s target; inflatio
rose at a 1.7 per cent annual pa
in April. A poll of 300 Italia
executives showed that two out 
three managers believe in the sing
currency. The Bank of England
new independent interim moneta
policy committee meets on 5 and
June for its inaugural review of of
cial interest rates.

In the first quarter of the ye
German industrial output ro
0.2 per cent over the last thr
months of 1996. Production 
durable and consumer good
increased by 3.2 per cent and cap
tal goods output was up 2.1 p
cent, but construction fell 10.4 p
cent. In Switzerland retail sal
rose in April for the first time sin
October. The 1.8 per cent inflatio
adjusted increase narrowed th
decline so far this year to 1.2 p
cent compared with a year earlier.

In Bulgaria Muravei Radev, th
finance minister, said the reform
government plans to peg the lev 
the deutschmark at a rate of 1,00
levs from 1 July, when the count
sets up a currency board as part 
a reform programme supported 
a $657 million loan from th
International Monetary Fund.
this will make Greece “the main inter-
national telecommunications entry
point towards the Balkans, the Adriatic
and the Black Sea”.

Lambrou says: “OTE aims to become
an international telecommunications
transit centre between western and
eastern Europe, the Middle East and
North Africa, with influence well
beyond its geographic area.”

OWEVER, Lambrou is not with-
out his critics. The company’s
union, despite seeing its num-
bers fall from 27,000 to 24,500

since 1994, with the promise of further
cuts, has still blamed Lambrou for
going too slow in the privatisation
process, and delaying investment at
home and abroad; for instance, the
union said entry into mobile telephony
and cable television was supposed to
happen by the end of last year, but has

H
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1.7 (q4) 1.9 0.7 May
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1 = q4 95. 2 = year 95. 3 = year 94. 4 = q1 97. 5 = q4 96. 6 = q1 9
not even started. There is one good
reason why the union might complain
– its members have received generous
pay-offs and large discounts on shares.

Dimitris Spanodimos, an analyst at
ABN-AMRO Hoare Govett in Athens,
remains bullish: “The offering will
increase the liquidity of the Greek
market, render it more accessible 
to investors, and promote the equity
culture among Greek retail investors.”

But some analysts are concerned
that the price should be set at a
reasonable level. 

One London-based analyst said: “It is
an exciting and interesting company.
But it should be priced sensibly; the
OTE share price sometimes seems to
be rising even when the rest of the
market falls. That might test some
investors.”

For Lambrou the test will be whether
investors continue to believe the story.
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Stocks on edge of EMU bear pit
Chris Butler

The future is bright for
German equities – if

EMU goes as planned

Don’t delay
in looking

at Germany

HERE is a growing band of
politicians and stock market
analysts who believe Euro-
pean Monetary Union should

be delayed. If this occurred there
would be pandemonium in the
European stock markets, which
would drop by perhaps 15 per cent
immediately and could mark the
beginning of a bear market.

The majority opinion, however,
is that following the French elec-
tions and the German decision to
revalue its gold reserves, EMU will
go ahead on schedule but will be a
more broadly based, and conse-
quently weaker, union.

The weaker union would occur
because the Maastricht criteria
would probably be loosened to
allow France to qualify for mem-
bership in the first wave of
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entrants. The fudged criteria would
lead to a weaker and more volatile
euro currency, and that might
result in higher interest rates and
also increased inflation.

Those fears have increased the
chances of a delay from little more
than 15 per cent a week ago to
between 30 and 40 per cent now.

With so much expectation built
into European stocks on EMU
going ahead on schedule, there
would be a rapid correction and,
according to a European strategist
Jerry Evans of investment house
Enskilda Securities, it would prob-
ably mark the beginning of a year-
long bear market. 

Given that all European markets
would fall, it would be a matter of
relative losses for investors who
have to hold shares rather than
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cash. Germany and France would
suffer most, along with Italy and
Spain, in both equities and bonds.
The UK and Switzerland would also
be affected but less so, and could
provide a semi-safe haven for
investors because their economies
are already under control. How-
ever, Evans, like the majority of
analysts, believes a fudged EMU
will go ahead.

The main effect of any compro-
mise will be a weaker German
mark and a weaker euro on the
currency markets, reflecting the
less austere economic regimes in
Europe and the possibilities of
higher inflation.

Ironically, that would be good
U
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for shares – especially in Germany
and probably France. German and
European exporters are particu-
larly sensitive to the $/Dm rate. A
weaker euro would mean higher
overseas earnings from the US.
This would be especially good for
exporters such as cars group BMW
and chemicals group BASF, where
most of their products are priced
in dollars. 

In France a looser fiscal policy
and a plan to get 700,000 people
back to work will put more money
into the economy. This will be
good for consumer demand and
will benefit shares such as Hermès
and Carrefour. Additionally, many
analysts believe that the French
market has already fallen far
enough and offers good value. 

Other European exporters that
1 - Mercury Selected East Europe
2 2 Fleming Flagship-China
3 3 Invesco Prem Select-Greater 
4 5 ABN-Amro Funds-China Equit
5 6 DWS Iberia
6 7 CMI Global Network-Iberian E
7 11 Credis Equity-Hispano Iberia 
8 9 Fidelity Funds-Iberia
9 10 ABN-Amro Funds-Latin Ameri

10 1 G-Equity-G-Spain Equity B
11 18 CU Privilege-Spanish Growth
12 16 Credis Equity-Small Cap Euro
13 8 RG America
14 12 Fleming Flagship-Eastern Eur
15 28 G-Equity-G-British Equity B
16 18 Plusfonds
17 15 ABN-Amro Funds-German Eq
18 4 Fondamerika
19 22 Fidelity Funds-Hong Kong & C
20 17 Parvest-UK B
21 21 RG Europe
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23 23 Mercury Selected-Latin Ameri
24 14 Templeton Global Strategy-Ch
25 27 Adifonds
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could benefit from a fudged 
EMU include Finnish mobile
phones group Nokia and and
French chemical group Rhône-
Poulenc, which have a significant
exposure to the dollar and the US
market.

For the investors unable to
decide whether there will be a
fudge or a delay, it is a case of
sticking with the share and 
stock markets which have 
been least affected in the past dur-
ing times of EMU uncertainty. The
main havens are the UK, 
Switzerland, Norway and the
Netherlands.

Investors are now faced with a
lot of choice. They will be in for a
volatile time in the coming months
as speculation send shares and
bonds on a roller coaster ride.
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INVESTORS looking for a
long-term home for their
funds should consider
increasing their exposure to
German equities, writes
Chris Butler. However, this
assumes the introduction of
the euro is not delayed as a
result of the Socialist victory
in France and the contro-
versy over Germany’s bid to
revalue gold reserves in
order to meet Maastricht 
criteria. 

Relaxation in pension
fund legislation, which could
come into effect at the
beginning of next year,
together with new pension
fund initiatives, are likely to
provide a significant boost
to German shares prices and
the liquidity and breadth of
the stock market.

According to Bank Gesell-
shaft Berlin, funds under
management could hit
Dm1,000 billion ($600bn)
by the year 2000, with
equity-based funds the
growth leaders in the sector.
The growth in equity-backed
funds is evidence of a
changing investment struc-
ture in Germany as many
younger investors set up
savings plans to top up their
pensions in advance of any
government decision to
open up the pension market.

Demographics are dictat-
ing the pace of change and
the need to provide for
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retirement as state schemes
become increasingly unable
to cope adequately with the
financial burden of an age-
ing population.

In Germany the postwar
baby boom peaked in 1965,
with 367,000 more births
than deaths. In 1975 there
were 149,000 fewer births
than deaths. In 1990 there
were 12,000 fewer people
born than deaths. The num-
ber of Germans aged over
65 is set to rise to 20 million
by 2030, up from 12.5 mil-
lion last year, out of a popu-
lation of 80 million.

To cope with the extra
demands on the state, it is
accepted that there needs to
be legislative changes to
allow mutual funds to invest
in securities and property. A
new private pension fund
initiative would authorise
special retirement funds
which would be required to
invest at least 51 per cent
in equities and property.

“When the money from
private pension funds finally
does filter into the German
stock market, it will appre-
ciably boost the value of
existing shares,” says Bank
Gesellshaft.
 debut
EUROPEAN investors keen
to avoid a rapid fall in the
value of their stocks when
the bull market comes to an
end should look at index-
tracking funds, writes
Melanie Bien.

Michael Hayden, manag-
ing director at Legal and
General’s unit trust depart-
ment, says active fund 
managers are paid too much
and are also overweight in
fashionable stocks – the first
to plunge in a bear market.

“There is a common fal-
lacy that when the index
falls, index-linked funds
tumble further than actively
managed funds,” he says.
But the experience of index
funds over the past ten
years does not assume that
active fund managers see
the fall coming and sell out. 

There is no evidence to
back this up,” he says. “In
reality, active fund man-
agers will stay invested in a
falling market, and in a set-
back it is the flavour of the
month – which these man-
agers are likely to be over-
weight in – which is hit the
hardest.”
Investors keen to avoid
the whim of a fund manager
are turning to index-linked
funds as research from per-
formance measurers WM
Company for the first quar-
ter of this year reveals that
UK pension funds failed to
equal returns achieved by
the All-Share Index, produc-
ing returns of 4.6 per cent,
rather than 5.3 per cent.

Ten years ago, little
money was managed via this
“passive” approach across
Europe. Now more than 15
per cent of UK pension fund
assets are passively man-
aged, an approach not just
particular to the UK as
mainland Europe gets in on
the act. But the US leads the
way, with 18 to 20 per cent
of its investment fund 
market comprised of index-
tracking funds.

Index-tracking has the
advantage of being low cost
because high fees for spe-
cialist fund managers are
avoided, and it is low risk.
However, returns are limited
to the performance of the
index.
IN BRIEF
r GUERNSEY-based CIBC
Fund Managers has
launched two new funds,
investing in Hong Kong and
North America as part of its
umbrella range, the CIBC
Private Client Fund Limited.
The dollar-denominated
Hong Kong Plus fund aims
to maximise long-term
capital growth by investing
in listed equities of
established and emerging
companies in Hong Kong,
China and Taiwan. The
North American Equity fund,
also denominated in US
dollars, has similar aims,
but through investment in
US and Canadian stocks.
Minimum investment is
$7,500. Contact: +44
(0)1481 710151.

r LLOYDS Bank has
launched an equity-linked
offshore limited edition
deposit, available from
offices in Jersey, Guernsey
and the Isle of Man.
Customers must invest a
minimum of £10,000 for five
years. The closing date is
31 October 1997. There is a
choice of growth or income
options. Contact: Lloyds
Bank Treasury Companies
in Jersey, +44 (0)1534
284162; Guernsey +44
(0)1481 716141; Isle of Man
+44 (0)1624 638020.
FOR investors looking for
an alternative location in
which to invest their money
outside a confused and trou-
bled Europe, Hong Kong
offers a few possibilities,
writes Chris Butler. 

The handover of the for-
mer British colony to China
at the end of this month has
raised business interest from
companies wanting an entry
into mainland China. This
has resulted in a boom in
office rental prices in Hong
Kong and an expectation
that residential property
prices will continue to rise.

The ultra-luxury residen-
tial market remains strong,
and to value Hong Kong
properties on conventional
investment criteria is effec-
tively obsolete; extremely
wealthy individuals are pre-
pared to pay high prices for
long-term comfort, privacy
and exclusivity. 

They do not care about
the cost, and investors
should not care about trying
to assess the yields on con-
ventional grounds.

For investors seeking to
benefit from the Hong Kong
property situation, invest-
ment house Salomon Broth-
ers suggests buying Hender-
son Land, Hysan, Hong
Kong Land and Great Eagle.
A NEW bank leapt on to the
London stock market this
week with a market capi-
talisation of more than £18
billion ($29bn), writes
Chris Butler. 

The Halifax is the latest in
a long run of UK building
societies to change its status
from a mutual society into a
bank. As part of its flotation
procedure, nearly eight mil-
lion people who were either
savers or borrowers rec-
eived free shares. 

The bonanza was worth an
average of £2,400 at the
opening share price of
775p. Some investors will
receive shares worth more
than £10,000.

The Halifax is now the
UK’s eighth largest bank
and automatically jumps
into the FT-SE 100 share
index. 

On the day of the intro-
duction of the shares – the
largest ever on the London
market – nearly two million
shareholders sold their free
allocation, amounting to
568 million shares worth
£4.2bn.

The shares were snapped
up by UK institutions whose
investment strategies req-
uired them to have a certain
proportion of their funds in
the Halifax. Shares in many
other banks fell as investors
sold their holdings in the
sector to fund purchases of
Halifax shares.

Investment brokers Salo-
mon Brothers says the
Halifax is well positioned for
continued success.
GT JAPAN Small Companies Fund
comes top of our table of equity funds
this week. The fund seeks to achieve
long-term capital growth by investing
in small to medium-sized Japanese
companies. It is well diversified, with
about 35 per cent of its assets
invested in over-the-counter stocks, 
15 per cent in regional stocks and 
25 per cent in stocks listed on the
main Tokyo markets. The fund also

FUND RANKING
 has around 12 per cent in cash.
Almost 49 per cent of the fund is
invested in the capital equipment 
sector, 10.8 per cent in the materials
sector, ten per cent in finance, 8.8 per
cent in services, and 5.6 per cent in
consumer goods. 
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Markets 
on a roller

coaster ride

Company Country Price Change %change Yield
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25600 +200 +0.8% 2.36
14900 +400 +2.8% 1.82
5.81 -0.55 -8.6% 2.83
9780 -244 -2.4% 2.05
70.50 -1.25 -1.7% 0.19
17.50 -0.20 -1.1% 1.12
7.20 -0.65 -8.2% 5
356.60 -31.90 -8.2% 3.64
6.09 -0.16 -2.5% 4.07
10955 +284 +2.7% 2.63
353 +6 +1.7% 3.59
17 -0.45 -2.6% 1.47
83.50 +1.50 +1.8% 3.39
596 -58 -8.9% 2.87
153 +5 +3.4% 1.16
190 +0 +0.0% 4.74
9.44 -0.68 -6.7% 1.91
287.20 -14.60 -4.8% 2.87
215.50 +5.50 +2.6% 2.34
1395 +0 +0.0% 2.31
346 +3 +0.9% 2.92
330 -11.50 -3.4% 2.88

BANKS X 3.1%
YIELD 2.46%

SECTOR MOVEMENT

Abbey National ....................UK .....................£
ABN-Amro Holdings............Netherlands....Nfl
Allied Irish Banks ....................Ireland.............Ir£
Alpha Credit Bank ...................Greece ............Dr
Argentaria ................................Spain .............Pts
Banca Commerciale Italiana ..Italy ...................L
Banca di Roma ........................Italy ...................L
Bancaire (Cie)..........................France .............Fr
Banco Bilbao Vizcaya .............Spain .............Pts
Banco Central Hispano ..........Spain .............Pts
Banco Com Portugues ...........Portugal ........Esc
Banco de Santander ...............Spain .............Pts
Banco Exterior Espana ...........Spain .............Pts
Banco Popular Espanol .........Spain .............Pts
Banco Port Atlantico...............Portugal ........Esc
Banesto ...................................Spain .............Pts
Bank Austria ...........................Austria ..........Sch
Bankinter..................................Spain .............Pts
Bank of Ireland ........................Ireland.............Ir£
Bank of Scotland .....................UK .....................£
Bankgesellschaft Berlin .........Germany .......Dm
Barclays Bank......................UK .....................£
Bayerische Hypobank ............Germany .......Dm
Bayerische Veriensbank.........Germany .......Dm
BBL ...........................................Belgium ...........Fr
BHF Bank ................................Germany .......Dm
BNP...........................................France .............Fr
CCF...........................................France .............Fr
Cetelem ....................................France .............Fr
Christiania Bank .....................Norway............Kr
CLF Dexia France....................France .............Fr
Commerzbank .........................Germany .......Dm
Creditanstalt ............................Austria ..........Sch
Credito Italiano .......................Italy ...................L
CS Holding ............................Switzerland......Fr
Den Danske Bank....................Denmark..........Kr
Den Norske Bank ...................Norway............Kr
Deutsche Bank ....................Germany .......Dm
Deutsche Pfandbrief ...............Germany .......Dm
Dresdner Bank.....................Germany .......Dm
Generale Banque ...................Belgium ...........Fr
HSBC .......................................UK .....................£
IKB Industriebank ...................Germany .......Dm
IMI .............................................Italy ...................L
Kredietbank ............................Belgium ...........Fr
Lloyds Bank ..........................UK .....................£
Mediobanca .............................Italy ...................L
Merck........................................Germany .......Dm
Merita........................................Finland...........Mk
National Westminster .......UK .....................£
Paribas .....................................France .............Fr
Royal Bank of Scotland ..........UK .....................£
San Paolo Torino.....................Italy ...................L
SBC ..........................................Switzerland......Fr
Schroders ................................UK .....................£
S-E Banken ..............................Sweden ...........Kr
Societe Generale ...............France .............Fr
Sparbanken Sverige ..............Sweden ...........Kr
Stadtshypotek ........................Sweden ...........Kr
Standard Chartered ...............UK .....................£
Suez (Cie de) ...........................France .............Fr
Svenska Handelsbank ...........Sweden ...........Kr
UBS ..........................................Switzerland......Fr
Unidanmark .............................Denmark..........Kr
Worms & CIE ...........................France .............Fr

Company Country Price Change %change Yield
AGA A .......................................Sweden ...........Kr
Air Liquide................................France .............Fr
Akzo .........................................Netherlands....Nfl
BASF ........................................Germany .......Dm
Bayer ......................................Germany .......Dm
BOC ..........................................UK .....................£
Clariant ....................................Switzerland......Fr
Cookson Group .......................UK .....................£
Courtaulds ...............................UK .....................£
Degussa ..................................Germany .......Dm
DSM ..........................................Netherlands....Nfl
Ems-Chemie ............................Switzerland......Fr
Gevaert Photo-Prod Cap ........Belgium ...........Fr
Henkel ......................................Germany .......Dm
Hoechst ..................................Germany .......Dm
ICI .............................................UK .....................£
Laporte ....................................France .............Fr
Montedison .............................Italy ...................L
Rhone-Poulenc .......................France .............Fr
Schering ..................................Germany .......Dm
Sidel .........................................France .............Fr
SKW Trostberg ........................Germany .......Dm
Solvay.......................................Belgium ...........Fr

104.50 -2.50 -2.3% 2.58
910 +0 +0.0% 1.55
255.70 -9.50 -3.6% 2.94
64.60 -0.85 -1.3% 0.20
68.20 -0.15 -0.2% 0.25
10.17 +0.20 +2.0% 3.54
905 +1 +0.1% 1.11
2.23 -0.17 -7.2% 4.72
3.34 -0.01 -0.3% 6.30
84.80 +0.65 +0.8% 0.14
190.70 -5.30 -2.7% 4.68
6320 -150 -2.3% 2.37
3105 -115 -3.6% 1.77
97 -3 -3.0% 11.87
68.34 -1.44 -2.1% 0.21
8.15 +0.19 +2.4% 4.93
6.66 +0.13 +2.0% 4.61
1057 +4 +0.4% 1.88
189.60 -0.50 -0.3% 1.87
179.20 +4.60 +2.6% 0.11
429.90 +32.90 +8.3% 1.09
56.80 -1 -1.7% 1.77
21625 -50 -0.2% 2.56

Company Country Price Change %change Yield
Allied Domecq .........................UK .....................£
Bass ..........................................UK .....................£
Carlsberg A .............................Denmark..........Kr
Grand Metropolitan............UK .....................£
Greenalls .................................UK .....................£
Guinness ................................UK .....................£
Heineken ...............................Netherlands....Nfl
Imperial Tobacco ....................UK .....................£
LVMH Moet Hennessy .......France .............Fr
Pernod-Ricard ........................France .............Fr
Scottish & Newcastle .............UK .....................£
Seita .........................................France .............Fr
Tabacalera A ...........................Spain .............Pts
Whitbread A .............................UK .....................£

4.36 -0.08 -1.8% 6.86
7.74 -0.33 -4.1% 4.08
389 -1 -0.3% 0.86
5.68 -0.26 -4.4% 3.50
4.60 -0.24 -5.0% 4.21
5.72 -0.23 -3.9% 3.54
328.50 +0.50 +0.2% 1.07
3.71 -0.28 -6.9%
1440 +28 +2.0% 1.44
290 -4.90 -1.7% 2.80
6.91 -0.05 -0.7% 3.49
195 -7.10 -3.5% 3.35
7400 -350 -4.5% 2.28
7.82 -0.23 -2.9% 3.78

Company Country Price Change %change Yield
25500 +640 +2.6% 1.64
107 -2 -1.8% 1.64
2015 -10 -0.5% 1.89
631 -4 -0.6% 3.05
98.80 -76.20 +12.9%
206 -13 -5.9% 1.82
6310 -20 -0.3% 0.74
1.75 +0.04 +2.0% 9.27
330 +1.60 +0.5% 0.62
367 -4 -1.1% 0.48
3.98 -0.05 -1.2% 2.07
456.50 -19.50 -4.1% 2.73
279 +4.50 +1.6% 0.90
3.37 -0.18 -5.1% 4.58
65.50 -1.70 -2.5% 0.46
693 +1 +0.1% 1.44
995 +44 +4.6% 0.87
344.50 -6.50 -1.9% 1.01
256 +8.20 +3.3% 1.19
113.70 +5.40 +5.0% 1.46
4.56 -0.26 -5.5% 3.20
1240 +0 +0.0% 1.21
2860 -80 -2.7% 0.85
8680 -197 -2.2% 1.62
318 +1.60 +0.5% 0.07
298 +0.60 +0.2% 1.76
12.70 +0.18 +1.4% 0.59
258.50 +9.50 +3.8% 0.88
98.03 -1.52 -1.5% 0.15
574 -50 -8.0% 1.82
156 -19 -10.9% 1.83

General
Company Country Price Change %change Yield
Alcatel Alsthom ..................France .............Fr
British Aerospace ..................UK .....................£
BTR ..........................................UK .....................£
Dassault Aviation ....................France .............Fr
FKI ............................................UK .....................£
Linde.........................................Germany .......Dm
Mannesmann........................Germany .......Dm
Morgan Crucible .....................UK .....................£
Orkla ........................................Norway............Kr
Rolls Royce .............................UK .....................£
Sandvik ....................................Sweden ...........Kr
SEB ...........................................France .............Fr
Siebe ........................................UK .....................£
SMH ..........................................Switzerland......Fr
Smiths Industries ....................UK .....................£
TI Group ..................................UK .....................£
VA Technologie .......................Austria ..........Sch
Williams Holdings ...................UK .....................£

630 -36 -5.4% 1.61
12.20 -0.18 -1.5% 1.60
1.99 -0.13 -5.9% 5.76
1060 -108 -9.2% 0.87
1.74 -0.01 -0.9% 3.66
1216 -37 -3.0% 1.42
723.80 +0.80 +0.1% 1.13
4.54 +0.07 +1.6% 4.01
624 -4 -0.6% 1.12
2.38 -0.05 -2.1% 2.74
206.50 -1.50 -0.7% 3.21
1050 +64 +6.5% 1.10
9.49 +0.02 +0.2% 1.91
204.75 +1.75 +0.9% 0.83
7.63 -0.03 -0.3% 2.65
5.61 +0.06 +1.1% 3.21
2119.50 -66.70 -3.1% 1.40
3.12 +0.07 +2.1% 6

Company Country Price Change %change Yield
Almanij .....................................Belgium ...........Fr
AXA ...........................................France .............Fr
BAT...........................................UK .....................£
BIC ............................................France .............Fr
Caradon....................................UK .....................£
CGIP .........................................France .............Fr
Cimpor............... .....................Portugal ........Esc
Colruyt......................................Belgium ...........Fr
Eurafrance ...............................France .............Fr
Finaxa .......................................France .............Fr
GBL ..........................................Belgium ...........Fr
Hanson .....................................UK .....................£
Inchcape...................................UK .....................£
ING ...........................................Netherlands....Nfl
Investor A ................................Sweden ...........Kr
Largardere Group ...................France .............Fr
Lonrho .....................................UK .....................£
Mercury Asset Management .UK .....................£
Navigation Mixte......................France .............Fr
Pargesa Holding......................Switzerland......Fr
Provident Financial .................UK .....................£
Rentokil ....................................UK .....................£
Richemont ...............................Switzerland......Fr
Tomkins....................................UK .....................£
Veba ........................................Germany .......Dm
Viag ...........................................Germany .......Dm

16075 +75 +0.5% 1.50
344.30 -24.90 -6.7% 2.18
5.38 -0.24 -4.4% 2.76
886 +31 +3.6% 1.25
2.08 -0.06 -2.8% 5.55
1680 -25 -1.5% 2.49
3800 -30 -0.8% 3.29
14350 -200 -1.4% 0.78
2365 -35 -1.5% 3.03
292 -27 -8.5% 2.20
5750 +230 +4.2% 2.62
3.03 -0.15 -4.7% 8.32
2.86 -0.05 -1.7% 2.73
87.60 -0.60 -0.7% 2.30
387.50 +0.50 +0.1% 2.59
166 -12 -6.7% 2.33
1.34 -0.11 -7.3% 2.57
13.60 -0.50 -3.5% 4.18
868 -3 -0.3% 4.70
1811 +13 +0.7% 3.87
5.74 -0.19 -3.2% 3.55
2.29 +0.01 +0.4% 1.35
1960 -12 -0.6% 0.38
2.62 -0.09 -3.3% 4.68
97.35 -1.30 -1.3% 0.20
775 -15.50 -2.0% 1.55

Company Country Price Change %change Yield

Company Country Price Change %change Yield

Arjo Wiggins Appleton ...........UK .....................£
Assi Döman..............................Sweden ...........Kr
Bunzl.........................................UK .....................£
FPB Holding.............................Germany .......Dm
KNP BT .....................................Netherlands....Nfl
MoDo ........................................Sweden ...........Kr
Pechiney International ...........France .............Fr
Rexam.......................................UK .....................£
SCA ..........................................Sweden ...........Kr
Smith (David S) .......................UK .....................£
Smurfit (Jefferson) ..................Ireland.............Ir£
Stora A......................................Sweden ...........Kr
UPM-Kymmene .......................Finland...........Mk

1.63 -0.14 -8.2% 5.60
209.50 -2.50 -1.2% 2.51
1.99 -0.03 -1.7% 3.93
310 -15 -4.6% 5.64
40.40 +0.50 +1.3% 2.11
252 +4 +1.6% 3.70
89 -5 -5.3% 3.47
2.74 -0.28 -9.4% 6.23
167.50 -2.50 -1.5% 3.15
2.21 -0.09 -3.7% 4.21
1.70 -0.07 -4.0%
115 -3.50 -3.0% 3.26
119.40 -0.60 -0.5% 3.74

Company Country Price Change %change Yield
Blue Circle ...............................UK .....................£
Bouygues .................................France .............Fr
BPB ...........................................UK .....................£
British Land .............................UK .....................£
Cimenteries CBR.....................Belgium ...........Fr
CRH ..........................................Ireland.............Ir£
Hammerson .............................UK .....................£
Heidelberg Zement .................Germany .......Dm
Hochtief ...................................Germany .......Dm
Holderbank ..............................Switzerland......Fr
Lafarge Coppée.......................France .............Fr
Land Securities .......................UK .....................£
MEPC........................................UK .....................£
Pilkington .................................UK .....................£
Poliet.........................................France .............Fr
Randstad Holdings .................Netherlands....Nfl
Redland ....................................UK .....................£
RMC Group ..............................UK .....................£
Rodamco ..................................Netherlands....Nfl
Skanska....................................Sweden ...........Kr
Slough Estates .......................UK .....................£
St Gobain .................................France .............Fr
Wienerberger Baustoff ...........Austria ..........Sch
Wolseley...................................UK .....................£

4.07 -0.18 -4.1% 4.04
509 +0 +0.0% 3.37
3.33 -0.15 -4.3% 3.57
5.92 -0.02 -0.4% 1.79
3275 -80 -2.4% 2.16
5.99 -0.12 -2.0%
4.90 +0.12 +2.5% 2.88
161 -4.10 -2.5% 0.93
73.80 -2.20 -2.9% 0.18
1299 +55 +4.4% 1.33
358 -18.70 -5.0% 2.80
8.83 -0.22 -2.4% 3.74
5.16 +0.05 +0.9% 4.85
1.20 -0.07 -5.6% 5.06
502 +2 +0.4% 1.99
198 +6.50 +3.4% 0.98
3.28 +0.05 +1.5% 6.43
9.06 +0.06 +0.7% 3.64
61.10 +0.90 +1.5% 4.71
317.50 -5.50 -1.7% 3.17
3.13 -0.09 -2.8% 3.58
792 -8 -1.0% 2.12
2476 -35.40 -1.4% 1.70
4.66 -0.03 -0.7% 2.77

Company Country Price Change %change Yield
147.30 +0.30 +0.2% 0.65
6.13 +0.05 +0.7% 3.25
1.20 +0.03 +2.6% 2.76
23750 +550 +2.4% 2.11
1560 +40 +2.6% 1.42
7.03 -0.21 -2.9% 3.33
1.32 -0.04 -2.6% 2.65

619 +21 +3.5% 2.33
6.81 -0.01 -0.1% 3.15
2.41 -0.07 -2.6% 0.49
136.50 -0.50 -0.4% 1.48
365 +1.50 +0.4% 1.93
1583 +12 +0.8% 1.45
12450 -350 -2.7% 2.41
5100 +70 +1.4% 2.38
543 +11 +2.1% 1.60
6190 -140 -2.2% 2.88
377.50 +4.70 +1.3% 2.79
419.50 +4.50 +1.1% 3.81
146.50 +6.50 +4.6% 2.18
11.94 -0.17 -1.4% 3.87
535 -5 -0.9% 1.96
511 +16 +3.2% 0.09

FINANCIAL & 
CONGLOMERATE

X 1.6%
YIELD 2.81%

CHEMICALS X 0.8%
YIELD 2.74%

DRINKS & TOBACCO X 0.8%
YIELD 3.17%

ENGINEERING

Electrical & Electronic

X 1.1%
YIELD 2.00%

RETAIL
YIELD 2.24%
X 0.7%

PROPERTY &
CONSTRUCTION YIELD 2.95%

X 2.1%

PAPER & PACKAGING
YIELD 3.96%
X 0.4%

SECTOR INDICES
Sector Index % change % change 12 month

Week ago Year ago High Low

Banks 2116.9 -3.1 +52.1 2184.8 1384.5
Chemicals 2462.2 -0.8 +24.3 2619.0 1902.6
Drinks & Tobacco 3242.6 -0.8 +18.0 3295.9 2560.1
Engineering 2054.2 -1.1 +29.1 2094.9 1430.5
Financial & Conglomerate 2194.3 -1.6 +23.6 2858.0 1489.1
Food 3474.0 -1.2 +32.8 3576.5 2583.5
Health & Pharmaceuticals 8171.3 +0.8 +42.7 8171.3 5321.5
Insurance 1606.7 -1.9 +37.6 1637.1 1158.7
Leisure 1817.1 -1.6 -4.4 1933.1 1580.0
Media & Information 3492.5 -0.8 +10.4 3569.4 2809.8
Metals 3220.9 -1.8 +21.4 3280.4 2421.2
Motors 1389.4 -2.0 +36.8 1422.3 924.8
Oil 3640.4 +0.5 +44.0 3640.4 2460.1
Paper & Packaging 1692.2 -0.4 +19.0 1762.9 1362.5
Property & Construction 1190.2 -2.1 +19.9 1247.0 946.8
Retail 2768.6 -0.7 +26.0 2812.3 2087.4
Transport 3064.3 -1.4 +40.6 3147.6 2097.0
Utilities & Telecoms 3064.2 -1.4 +37.2 3117.7 2079.5

% change % change 12 month
Latest Week ago Year ago High Low

STOCK MARKETS

SOURCE: Datastream, Bloomberg, Indec

808.6 0.3 42.1 812.2 512.8
1653.0 -3.6 80.5 1733.1 873.0
2269.3 -0.3 29.8 2279.0 1652.6
6252.9 4.7 113.7 6252.9 2865.5

575.2 -0.5 43.2 581.2 401.5
3281.1 0.1 29.6 3298.3 2395.2
3625.7 -1.3 43.2 3674.4 2447.8
3079.8 -0.5 49.9 3120.1 1935.6
4557.8 -2.6 21.9 4693.9 3632.3

551.7 -4.5 53.4 577.8 347.0
12210.0 -1.0 15.6 12799.0 9284.0

641.2 0.4 40.3 641.2 437.4
2614.4 -2.5 23.3 2786.4 1954.1

488.6 -2.2 -7.9 629.0 476.7
2866.4 -0.7 45.3 2911.0 1845.1

430.0 0.0 9.7 430.8 349.2
1618.9 2.8 27.5 1894.9 1288.1

3273.78 -0.2 42.9 3284.7 2240.7
7289.4 -1.3 29.6 7383.4 5346.6

20563.2 3.4 -4.8 22666.8 17303.7
14760.2 1.5 33.5 14990.9 10585.9
2699.6 -0.8 22.8 2720.8 2152.0
2440.3 -1.4 19.5 2474.0 2004.4

Amsterdam AEX
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Brussels Bel-20
Budapest BTI
Copenhagen Stock Market
Dublin Ireland SE
Frankfurt Dax
Helsinki Hex
London FT-SE 100
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Milan Mibtel
Oslo OBX
Paris CAC-40
Prague Stock Market
Stockholm Affarsvariden
Vienna Credit Aktien
Warsaw WIG-20
Zurich SPI
New York Dow Jones
Tokyo Nikkei
Hong Kong Hang Seng
Pan-Europe IndEUR Blue
Pan-Europe IndEUR 250

Market Index

Acerinorox ..............................Spain .............Pts
ABB AB.....................................Sweden ...........Kr
ABB BBC .................................Switzerland......Fr
Asea Brown Boveri ................Germany .......Dm
ASM .........................................Netherlands....Nfl
Atlas Copco .............................Sweden ...........Kr
Barco ........................................Belgium ...........Fr
BICC ........................................UK .....................£
Cap Gemini Sogeti ..................France .............Fr
Dassault Systemes .................France .............Fr
Electrocomponents.................UK .....................£
Electrolux .................................Sweden ...........Kr
Ericsson B .............................Sweden ...........Kr
GEC ..........................................UK .....................£
Getronics .................................Netherlands....Nfl
Incentive ..................................Sweden ...........Kr
Legrand ...................................France .............Fr
Nokia .......................................Finland...........Mk
Oce-Van Der Grinten ..............Netherlands....Nfl
Philips ....................................Netherlands....Nfl
Premier Farnell ........................UK .....................£
Rheinelektra ............................Germany .......Dm
Sagem .....................................France .............Fr
Saipem .....................................Italy ...................L
SAP ..........................................Germany .......Dm
Schneider .................................France .............Fr
Sema ........................................UK .....................£
SGL Carbon .............................Germany .......Dm
Siemens .................................Germany .......Dm
Technip.....................................France .............Fr
Thomson-CSF..........................France .............Fr

Elf Aquitaine .........................France .............Fr
Enterprise Oil...........................UK .....................£
Lasmo .......................................UK .....................£
Neste ........................................Finland...........Mk
Norsk Hydro.............................Norway............Kr
ÖMV ..........................................Austria ..........Sch
Petrofina ..................................Belgium ...........Fr
Petroleos (Cia Esp).................Spain .............Pts
Primagaz ..................................France .............Fr
Repsol ......................................Spain .............Pts
Royal Dutch ..........................Netherlands....Nfl
RWE-DEA .................................Germany .......Dm
Saga Petroleum ......................Norway............Kr
Shell Transp & Trading ...UK .....................£
Total B ....................................France .............Fr
Transocean Offshore ..............Norway............Kr

Ahold ...............................................Netherlands ........Nfl
Argos ................................................UK .........................£
Asda .................................................UK .........................£
Benetton ..........................................Italy........................L
Bon Marché .....................................France..................Fr
Boots ................................................UK .........................£
Burton Group...................................UK .........................£
IT has been an incredible week for Euro-
pean stock markets. Nerves and uncertainty
and political shocks sent prices on a roller
coaster ride. Traders have had to react to
continuing controversy over the decision by
the German goverment to revalue its gold
reserves and the outcry from the Bundes-
bank that this was fudging designed to
ensure that Germany meets the Maastricht
criteria for monetary union. That was fol-
lowed by the Socialist victory in France.

In Paris, the CAC-40 initially crashed after
the election result, only to recover and move
back into higher ground within hours. Fears
that the new Socialist government would be
forced to forge an alliance with the
Communists and increase social spending,
leading to higher interest rates and infla-
tion, unsettled markets.

Then analysts reflected on which coun-
tries might join a broader EMU and the
short and longer term effects. The deutsch-
mark and the franc fell against the dollar,
Changes since last week. Prices as at market close on Tu
fax: +44 (0)171-228 7170. Also available in real-time on CNN Int

The IndEUR 500 is a listing of Europe’s top 500 companies measured by m
product and total market  capitalisation of each country. Highlighted comp

The yield figure for individual companies represents the latest total
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DENMARK’s largest brewer, Carlsberg,
was celebrating last week with an increase
in half-time earnings from Dkr741 million
($114.9m) to Dkr870m. The profits were
higher than the general expectations of
Dkr800m, but Carlsberg shares remained
flat as the group announced that it still
expected full-year profits to be “at about
the same level” as last year’s Dkr1.57bn.
Sales rose eight per cent to Dkr9.2bn from
Dkr 8.5bn. Carlsberg said that profits from
its 50 per cent in UK brewing venture
Carlsberg-Tetley in the first six months
were similar to last year.

Company Country Price Change %change Yield
5.30 -0.37 -6.4% 2.17
2.93 -0.17 -5.5% 10.09
5.25 -0.26 -4.8% 3.92
99.80 -1.60 -1.6% 1.72
2.77 +0.10 +3.6% 9.95
392 -9 -2.2% 1.09
901 +3 +0.3% 1.92
857 +13 +1.5% 3.97
1.80 +0.04 +2.3% 7.12
6 -0.10 -1.6%
1809 +16 +0.9% 1.48
473 +1 +0.2% 2.22
1.91 -0.10 -5.0% 5.89
302.50 +3.30 +1.1% 1.06
2445 -84 -3.3% 0.62
1315 -50 -3.7% 2.86
870 -3 -0.3% 1.78
4.51 +0.05 +1.1% 4.71
4.95 +0.07 +1.4% 4.86
16.11 -0.65 -3.9% 2.46
378 -2.60 -0.7% 1.85
2.03 -0.09 -4.2% 6.04

Company Country Price Change %change Yield
1547 -31 -2.0% 0.96
2010 +30 +1.5% 0.16
130.50 -221 +11.4% 1.17
92 +0.60 +0.7% 0.09
2.57 +0.02 +0.6%
898 +7 +0.8% 1.71
725 +24 +3.4% 0.99
499.30 -29.70 -5.6% 1.28
1532 +90 +6.2% 0.97
148.40 -1.60 -1.1%
125 +1 +0.8% 0.80
12.07 -0.01 -0.1% 3.01
2181 +97 +4.7% 0.65
1992 -8 -0.4% 1.02
700 -3 -0.4% 0.54
800 -29 -3.5%
271.50 +8.50 +3.2% 0.71
8.42 -0.23 -2.7% 2.46
19500 -200 -1.0% 0.39
1530 +0 +0.0% 1.01
125.50 -2 -1.6% 1.18
1.74 +0 +0.0% 4.33
10.65 +0 +0.0% 0.93
684 -9 -1.3% 0.63
96450 -550 -0.6% 0.78
18.18 -0.60 -3.2% 2.38

HEALTH &
PHARMACEUTICALS

Z 0.8%
YIELD 1.22%

FOOD
YIELD 3.70%
X 1.2%

Associated British Foods ......UK .....................£
Booker ......................................UK .....................£
Cadbury Schweppes...............UK .....................£
CSM ..........................................Netherlands....Nfl
Dalgety .....................................UK .....................£
Danisco ...................................Denmark..........Kr
Danone .....................................France .............Fr
Eridania Beghin-Say ...............France .............Fr
Hillsdown Holdings ................UK .....................£
Kerry Group .............................Ireland.............Ir£
Nestlé......................................Switzerland......Fr
Nestlé Deutschland.................Germany .......Dm
Northern Foods ......................UK .....................£
Nutricia ....................................Netherlands....Nfl
Parmalat ...................................Italy ...................L
Saint Louis ...............................France .............Fr
Sudzucker ................................Germany .......Dm
Tate & Lyle ...............................UK .....................£
Unigate ....................................UK .....................£
Unilever ..................................UK .....................£
Unilever NV ...........................Netherlands.....Nf 
United Biscuits .......................UK .....................£

Altana ......................................Germany .......Dm
Ares-serono ............................Switzerland......Fr
Astra A ....................................Sweden ...........Kr
Beiersdorf ...............................Germany .......Dm
British Biotech .........................UK .....................£
Christian Dior ..........................France .............Fr
Clarins ......................................France .............Fr
Elf-Sanofi .................................France .............Fr
Essilor ......................................France .............Fr
Fresenius Midical Care...........Germany .......Dm
Gehe .........................................Germany .......Dm
Glaxo Wellcome ..................UK .....................£
L'Oreal.....................................France .............Fr
Novartis..................................Switzerland......Fr
Novo Nordisk...........................Denmark..........Kr
Pharma Vision .........................Switzerland......Fr
Pharmacia ................................Sweden ...........Kr
Reckitt & Colman ....................UK .....................£
Roche Holding .....................Switzerland......Fr
Roussel-Uclaf .........................France .............Fr
Schwarz Pharma .....................Germany .......Dm
Smith & Nephew .....................UK .....................£
Smithkline Beecham A .....UK .....................£
Synthelabo ..............................France .............Fr
UCB Cap ..................................Belgium ...........Fr
Zeneca....................................UK .....................£

Company Country Price Change %change Yield
Aegon ......................................Netherlands....Nfl
AGP...........................................France .............Fr

145.50 +2.70 +1.9% 1.92
171 -15 -8.1% 2.98

INSURANCE
YIELD 2.33%
X 1.9%
reducing bond prices. In some markets,
equities followed the bond yield. At the end
of a week of volatile trading, almost all
European markets were lower. Spain was
hit the hardest as prices tumbled by 4.5 per
cent. London lost 2.6 per cent, although this
was influenced by the prospect of higher
esday 3 June 1997. IndEUR 500 Index and sector movements adju
ernational TEXT and on Reuters financial screens. Key in pages IPC

arket capitalisation. The IndEUR 250 is a pan-European benchmark index of 2
anies comprise the IndEUR Blue index of Europe’s top 75 firms, measured by m
 annual dividend as a percentage of the current share price. The sector yield fi
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Company Country Price Change %change Yield
849 -4 -0.5% 2.51
186.20 -3.30 -1.7% 0.60
11.06 +0.51 +4.8% 1.82
6.71 -0.06 -0.9% 1.59
11.61 -0.12 -1.0% 3.23
8.59 -0.41 -4.6% 1.87
130.60 -7.60 -5.5% 0.38
2.43 +0.01 +0.4% 3.24
92.20 -1 -1.1% 1.02
4.28 -0.07 -1.7% 4.96
1.75 +0.08 +4.5% 1.48
1.59 +0.08 +5.6% 10.59

Company Country Price Change %change Yield

Audiofina .................................Luxembourg....Fr
BSkyB......................................UK .....................£
Canal Plus ...............................France .............Fr
Carlton Communications .......UK .....................£
Daily Mail ................................UK .....................£
De la Rue..................................UK .....................£
Elsevier.....................................Netherlands....Nfl

1560 +10 +0.6% 1.02
5.78 -0.11 -2.0% 1.22
997 -39 -3.8% 2.06
5.22 +0.01 +0.2% 2.66
15.60 +0.10 +0.6% 1.54
4.18 -0.72 -14.7% 6.12
32.80 +0.20 +0.6% 2.31

Company Country Price Change %change Yield

Alleanza....................................Italy ...................L
Allianz .....................................Germany .......Dm
Allianz Leben ...........................Germany .......Dm
Aachener Munchener Bet.......Germany .......Dm
Anglo-Elmr. Versich ................Austria ..........Sch
Baloise Holding .......................Switzerland......Fr
Britannic Assurance ..............UK .....................£
CKAG Colonia Konzern ..........Germany .......Dm
Commercial Union .................UK .....................£
Deutsche Lloyd Versich..........Germany .......Dm
EA-Generali..............................Austria ..........Sch
Fortis ........................................Belgium ...........Fr
Fortis Amev..............................Netherlands....Nfl
General Accident.....................UK .....................£
Generali .................................Italy ...................L
Guardian Royal Exchange .....UK .....................£
INA ...........................................Italy ...................L
Legal & General ......................UK .....................£
Munchener Ruckvers ........Germany .......Dm
Prudential..............................UK .....................£
RAS ...........................................Italy ...................L
Royal Sun Alliance Group ..........UK .....................£
Royale Belge ...........................Belgium ...........Fr
Skandia ....................................Denmark..........Kr
Skandia Group.........................Sweden ...........Kr
Sun Life and Provincial ..........UK .....................£
Swiss Re ................................Switzerland......Fr
UAP ...........................................France .............Fr
Uni Storebrand ........................Norway............Kr
United Assurance GP .............UK .....................£
Victoria Holdings ....................Germany .......Dm
Winterthur ................................Switzerland......Fr
Wurtt AG Versich-Beteil..........Germany .......Dm
Zurich Insurance ................Switzerland......Fr

10905 -398 -3.5% 1.38
366.50 -9.30 -2.5% 0.44
1400 +2 +0.1% 0.89
1595 -75 -4.5% 0.93
19400 -100 -0.5% 0.77
3145 -100 -3.1% 1.50
8.27 -0.39 -4.5% 4.15
165.80 -4.70 -2.8% 8.43
6.75 -0.55 -7.6% 5.66
4100 +0 +0.0% 0.68
3048 -2 -0.1% 0.56
6860 -60 -0.9% 1.21
81.50 +0 +0.0% 2.33
8.89 -0.62 -6.5% 4.88
28950 -193 -0.7% 1.28
2.78 -0.12 -4.0% 4.56
2380 +1 +0.0% 2.75
4.33 -0.49 -10.1% 3.32
4475 +30 +0.7% 0.32
6.10 -0.33 -5.1% 3.62
13170 -225 -1.7% 2.60
4.63 -0.17 -3.6% 5.15
10150 +250 +2.5% 2.67
225 -16 -6.6%
268 -8 -2.9% 1.02
2.90 -0.25 -7.8% 2.86
1949 -29 -1.5% 1.16
143 -7.10 -4.7% 2.08
46.80 -0.30 -0.6% 0.42
4.70 -0.24 -4.9% 4.66
1600 -20 -1.2% 0.79
1186 +28 +2.4% 1.61
1355 +70 +5.4% 0.96
534 +27 +5.3% 1.12

MEDIA & 
INFORMATION YIELD 2.18%

X 0.8%

LEISURE
YIELD 2.78%
X 1.6%

Accor .......................................France .............Fr
Adidas ......................................Germany .......Dm
Airtours.....................................UK .....................£
Compass Group ......................UK .....................£
EMI............................................UK .....................£
Granada .................................UK .....................£
Gucci Group ............................Netherlands....Nfl
Ladbroke .................................UK .....................£
PolyGram .................................Netherlands....Nfl
The Rank Group ......................UK .....................£
Thistle Hotels...........................UK .....................£
Thorn ........................................UK .....................£

COMPANY

Date Company Country Sect
Reported results for the se

29 May Preussag Germany Engi
29 May Siebe UK Engi
29 May South West Water UK Utilit
29 May United Utilities UK Utilit
2 June Emap UK Med
3 June Carlsberg Denmark Drin
3 June MEPC UK Prop
3 June National Grid UK Utilit
interest rates and the weakness of shares
on Wall Street.

Amsterdam was one of the few markets
to record a rise over the week, buoyed by
good profit figures from major companies.

Chris Butler
sted for currency fluctuations. Compiled by IndEUR Ltd, 
D IPCE IPCF IPCG IPCH. For individual RICs consult Reuters

50 listed companies in the EU and Efta, weighted by the gross domestic
arket capitalisation. IndEUR is based at 1,000 points on 1 January 1987.

gure represents the average yield of companies within the sector. 
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4.05 +0 +0.0% 2.54
3910 +91 +2.4% 0.66
272 +1.50 +0.6% 1.70
834 +25 +3.1% 1.36
2850 +40 +1.4% 0.87
2710 -250 -8.4% 1.46
1820 +65 +3.7% 1.50
4.82 +0.11 +2.4% 2.34
6.28 -0.25 -3.8% 3.21
892 +27 +3.1% 1.40
94 -0.50 -0.5% 2.43
255 +2 +0.8% 4.28
1550 +41 +2.7% 0.49
11700 +0 +0.0% 0.67
607 -13 -2.1% 2.14
7.11 -0.09 -1.3% 3.34
5.04 -0.11 -2.1% 3.23
187.55 +3.55 +1.9% 0.49
1.33 +0.03 +2.3% 4.14
2710 +230 +9.3% 0.20
1.50 -0 -0.3% 1.40
7.12 -0.18 -2.5% 2.56
2470 +3 +0.1% 1.31
2067 +42 +2.1% 0.60
2700 -255 -8.6% 2.24
3.46 -0.08 -2.4% 4.97
3.50 -0.03 -0.8% 4.42
0.78 +0.01 +1.3% 6.41
4.15 -0.25 -5.7% 4.64
2.06 -0.17 -7.6% 4.80
3.62 -0.10 -2.7% 3.50
112 +2.80 +2.6% 1.84
4.47 -0.64 -12.6% 2.77

Company Country Price Change %change Yield
Alusuisse Lonza .....................Switzerland......Fr
Avesta Sheffield ......................Sweden ...........Kr
British Steel .............................UK .....................£
Cyprus Amax Minerals ...........Germany .......Dm
Imetal........................................France .............Fr
Johnson Matthey.....................UK .....................£
Krupp........................................Germany .......Dm
Metallgesellschaft ...................Germany .......Dm
Outukumpu ..............................Finland...........Mk
Preussag ..................................Germany .......Dm
RTZ...........................................UK .....................£
Union Miniere ..........................Belgium ...........Fr
Thyssen ....................................Germany .......Dm
Usinor .......................................France .............Fr

1370 +15 +1.1% 1.39
85 +0.50 +0.6% 3.51
1.50 -0.02 -1.6% 8.21
42.30 +2.30 +5.7%
755 -34 -4.3% 2.08
4.61 -0.06 -1.4% 3.88
320 -1.50 -0.5% 1.43
36.44 -0.91 -2.4%
103 +0.10 +0.1% 0.96
462.50 -3 -0.6% 2.61
10.30 -0.42 -3.9% 0.96
400.50 +1.40 +0.4% 2.05
2965 +75 +2.6%
86 -2.90 -3.3% 3.54

Company Country Price Change %change Yield

Company Country Price Change %change Yield

274 +0 +0.0% 1
3.34 +0.06 +1.7% 2.61
1405 -72 -4.9% 0.92
38.90 -0.78 -2.0% 0.06
133.70 -2.70 -2.0% 0.08
5710 +157 +2.8% 1.77
830 +10 +1.2% 4.53
10.48 +0.41 +4.1% 3.12
1.84 -0.15 -7.3% 1.51
508 -3 -0.6% 2.42
319.40 -20.70 -6.1% 1.05
565 -48 -7.8% 0.52
3825 +222 +6.2% 2.66
129.20 -15.30 -10.6% 2.77
222 +0.50 +0.2% 2.52
345.20 -6.80 -1.9% 3.51
1146 -7 -0.6% 0.53
215.50 +1.50 +0.7% 1.99

Company Country Price Change %change Yield
Associated British Ports.........UK .....................£
Autopistas Cesa .....................Spain .............Pts
BAA ..........................................UK .....................£
British Airways ........................UK .....................£
d/s 1912 A ...............................Denmark..........Kr
d/s Svendborg A......................Denmark..........Kr
KLM...........................................Netherlands....Nfl
Lufthansa .................................Germany .......Dm
NFC ..........................................UK .....................£
P & O ........................................UK .....................£
Railtrack ...................................UK .....................£
Stagecoach Holdings .............UK .....................£
Swissair....................................Switzerland......Fr

2.58 -0.06 -2.3% 3.76
1800 -120 -6.3% 4.10
5.32 +0.05 +0.9% 2.68
6.97 -0.15 -2.1% 2.72
228000 -14500 -6.0% 0.33
337662 -12338 -3.5% 0.34
56 -0.50 -0.9% 1.79
28.35 +0.10 +0.4% 0.63
1.27 +0 +0.0% 6.93
6.47 +0.13 +2.1% 5.97
6.40 +1.98 -0.1% 2.69
6.75 +0.28 +4.2% 1.21
1470 -20 -1.3% 0.68

Company Country Price Change %change Yield
Aare Tessin .............................Switzerland......Fr
Aguas de Barcelona................Spain .............Pts
Anglian Water ..........................UK .....................£
Badenwerk ...............................Germany .......Dm
Berliner Kraft & Licht ..............Germany .......Dm
British Gas ............................UK .....................£
British Energy ..........................UK .....................£
British Telecom ...................UK .....................£
Cable & Wireless ................UK .....................£
Deutsche Telekom .............Germany .......Dm
East Midlands Electricity .......UK .....................£
Eaux (Cie Generale)...........France .............Fr
Edison ......................................Italy ...................L
Electrabel ..............................Belgium ...........Fr
Electrafina ...............................Belgium ...........Fr
Elektrowatt ...............................Switzerland......Fr
Endesa ...................................Spain .............Pts
EVN ...........................................Austria ..........Sch
Fuerzas.....................................Spain .............Pts
Gas Natural ..............................Spain .............Pts
HEW ..........................................Germany .......Dm
Hyder ........................................UK .....................£
Iberdrola ..................................Spain .............Pts
Isar Amperwerke .....................Germany .......Dm
Italgas ......................................Italy ...................L
KPN .........................................Netherlands....Nfl
London Electricity ...................UK .....................£
Lyonnais des Eaux ..................France .............Fr
National Grid............................UK .....................£
National Power ........................UK .....................£
Nynex Communications .........UK .....................£
Orange......................................UK .....................£
OTE-SA Telecom .....................Greece ............Dr
Portugal Telecom ....................Portugal ........Esc
Powerfin ...................................Belgium ...........Fr
Powergen ................................UK .....................£
Rexel.........................................France .............Fr
RWE .........................................Germany .......Dm
Scottish Hydro.........................UK .....................£
Scottish Power ........................UK .....................£
Severn Trent ............................UK .....................£
Sevillana de Elec .....................Spain .............Pts
Southern Electric ....................UK .....................£
Stet ..........................................Italy ...................L
Sydcraft ...................................Sweden ...........Kr
Tele Danmark ..........................Denmark..........Kr
Telecom Italia......................Italy ...................L
Telecom It Mobile ...............Italy ...................L
Telefonica de Espana .......Spain .............Pts
Telewest Comms.....................UK .....................£
Thames Water..........................UK .....................£
Thuega......................................Germany .......Dm
Tractebel ..................................Belgium ...........Fr
Union Elec Fenosa ..................Spain .............Pts
United Utilities .........................UK .....................£
VEW ..........................................Germany .......Dm
Vodafone................................UK .....................£
Yorkshire Electricity................UK .....................£
Yorkshire Water.......................UK .....................£

880 +0 +0.0% 2.05
5830 -160 -2.7% 1.46
6.73 -0.07 -1.0% 6.36
510 -20 -3.8% 1.68
41 -1.80 -4.2% 0.20
2.18 +0.18 +8.7% 7.81
1.38 -0.03 -2.1%
4.39 -0.12 -2.7% 5.66
4.96 +0.10 +2.1% 2.78
38.35 -1.05 -2.7% 1.42
6.65 +0 +0.0% 5.90
694 -76 -9.9% 1.71
7920 -248 -3.0% 2.49
7840 -470 -5.7% 4.48
3570 +30 +0.8% 2.98
540 +1 +0.2% 1.48
11290 -460 -3.9% 2.53
1712.45 +0 +0.0% 1.45
1295 -50 -3.7% 4.40
28900 -900 -3.0% 0.80
485 -2 -0.4% 1.75
8.07 -0.16 -1.9% 5.98
1740 -170 -8.9% 4.06
601 +26 +4.5% 1.67
5295 -64 -1.2% 2.46
70.70 +3 +4.4% 4.15
7.01 +0 +0.0% 7.16
553 -30 -5.1% 2.17
2.24 -0.01 -0.7% 3.41
5.05 -0.32 -6.0% 6.10
1.04 +0.05 +5.1%
2.08 +0 +0.0%
7400 +550 +8.0%
6729 +19 +0.3%
4990 -120 -2.3% 2.42
6.52 -0.41 -5.9% 4.76
1560 -15 -1.0% 1.31
75.50 -0.25 -0.3% 0.20
3.98 -0.05 -1.1% 4.94
3.71 -0.08 -2.1% 6.23
7.83 +0.13 +1.7% 4.56
1395 -75 -5.1% 3.14
3.97 -0.18 -4.3% 11.17
8600 -77 -0.9% 1.52
172 +3 +1.8% 2.33
321 -2 -0.6% 5.30
4660 -47 -1.0% 2.69
5101 -32 -0.6% 1
4215 -305 -6.7% 2.13
0.74 +0.08 +12.1%
6.93 +0.22 +3.3% 5.16
500 +20 +4.2% 2.20
15575 +175 +1.1% 2.47
1285 -40 -3.0% 4.02
6.94 -0.06 -0.9% 6.74
520 +15 +3.0% 1.78
2.72 +0.04 +1.3% 1.85
9.22 -0.01 -0.1% 5.02
3.81 +0.05 +1.3% 6.14

Company Country Price Change %change Yield

METALS
YIELD 2.78%
X 1.8%

MOTORS
YIELD 1.87%
X 2.0%

UTILITIES 
& TELECOMS YIELD 3.48%

X 1.4%

TRANSPORT
YIELD 2.60%
X 1.4%

Emap.........................................UK .....................£
Havas........................................France .............Fr
Pathe ........................................France .............Fr
Pearson ....................................UK .....................£
Reed International...................UK .....................£
Reuters...................................UK .....................£
Springer ...................................Germany .......Dm
TF-1...........................................France .............Fr
United Newspapers.................UK .....................£
VNU ...........................................Netherlands....Nfl
Wolters Kluwer ........................Netherlands....Nfl
WPP Group ..............................UK .....................£

7.74 +0.12 +1.6% 2.08
389.90 -26.10 -6.3% 2.24
1325 -10 -0.7% 0.76
7.02 -0.18 -2.5% 3.19
5.97 -0.13 -2.1% 2.82
6.75 -0.09 -1.3% 2.16
1500 +10 +0.7% 1.14
554 -13 -2.3% 3.01
7.71 -0.09 -1.2% 3.84
43.70 +0.60 +1.4% 1.25
233.60 -0.90 -0.4% 1.06
2.48 +0.07 +2.9% 0.88

Company Country Price Change %change Yield
118 +1 +0.9%
980 +98 +11.1% 0.56
6.10 -0.03 -0.4% 0.53
5.52 -0.06 -1.1% 1.82
0.08 +0.01 +6.9% 2.68
2.84 -0.08 -2.6% 0.68
2690 +8 +0.3% 0.95
3225 -5 -0.2% 1.76
2.65 -0.09 -3.3%

SERVICES
YIELD 1.05%
X 1.0%

Autoliv ......................................Sweden ...........Kr
BBA Group ..............................UK .....................£
BMW.........................................Germany .......Dm
Continental ..............................Germany .......Dm
Daimler-Benz ........................Germany .......Dm
Fiat ............................................Italy ...................L
Ford-Werke ..............................Germany .......Dm
GKN ..........................................UK .....................£
Lucas Varity .............................UK .....................£
MAN ..........................................Germany .......Dm
Michelin B ................................France .............Fr
Peugeot ...................................France .............Fr
Pirelli Spa.................................Italy ...................L
Renault ....................................France .............Fr
Scania.......................................Sweden ...........Kr
Valeo.........................................France .............Fr
Volkswagen..............................Germany .......Dm
Volvo B .....................................Sweden ...........Kr

7.32 -0.08 -1.1% 3.36
10.43 +0.29 +2.9% 2.69

OIL
YIELD 2.27%
Z 0.5%

British Petroleum ..............UK .....................£
Burmah Castrol .......................UK .....................£

Capital Shopping ............................UK .........................£
Carrefour .......................................France..................Fr
Casino ..............................................France..................Fr
Castorama Dubois ..........................France..................Fr
Comptoires Modernes....................France..................Fr
Continente .......................................Spain..................Pts
Delhaize ...........................................Belgium................Fr
Dixons ..............................................UK .........................£
Great Universal Stores ...................UK .........................£
Guilbert ............................................France..................Fr
Hagemeyer ......................................Netherlands ........Nfl
Hennes & Mauritz............................Sweden ...............Kr
Hermes International .....................France..................Fr
Jeronimo Martins ....................Portugal ........Esc
Karstadt ...........................................Germany............Dm
Kingfisher ........................................UK .........................£
Marks & Spencer ........................UK .........................£
Metro ................................................Germany............Dm
MFI ...................................................UK .........................£
Montaigne ........................................France..................Fr
Morrison Supermarkets .................UK .........................£
Next ..................................................UK .........................£
Pinault Printemps ..........................France..................Fr
Promodes ........................................France..................Fr
Pryca ................................................Spain..................Pts
Safeway............................................UK .........................£
Sainsbury (J) ................................UK .........................£
Sears ................................................UK .........................£
Smith (WH).......................................UK .........................£
Storehouse ......................................UK .........................£
Tesco ..............................................UK .........................£
Vendex International.......................Netherlands ........Nfl
Vendome ..........................................UK .........................£

Baan .................................................Netherlands ........Nfl
Berendson (Sophus) ..............Denmark..........Kr
Danka Business Systems.......UK .....................£
Hays..........................................UK .....................£
Mice Group ..............................UK .....................£
Securicor..................................UK .....................£
Sodexho ...................................France .............Fr
Surveillance ............................Switzerland......Fr
Waste Management Intl..........UK .....................£

 RESULTS

or Period Profits (m)
current previous

ven days ending 3 June

neering 6 months Dm 248 221
neering 12 months £ 424 331
ies 12 months £ 133 109
ies 12 months £ 284 273
ia 12 months £ 235 78
ks 6 months Dkr 870 741
erty 6 months £ 76 67
ies 12 months £ 591 527
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Liquid profits at a price

Law of nature comes

Europe is gaining major water supply deals in
developing countries, but some firms have got

their sums wrong, reports Rupert Wright

Mains and gains: the UK’s Thames Water International is one of the leading Anglo-French players competing for water distribution and sewage system contracts around the world

Victims: these parrots were dead on arrival after their journ

Airport deal
struggles
to take off

Frankfurt wants to
create a national

airports alliance but its
rivals are not so sure,
reports Jeremy Gray

EU clamps down on
the trade in wildlife,
writes Tony Patey

Further information can be obtained from 
Peter Matthews, Aslib, The Association for Information

Management, Information House, 20/24 Old Street,
London, EC1V 9AP, UK. Tel: +44 (0)171 253 4488. 

Fax: +44 (0)171 430 0514. E-mail: peter@aslib.co.uk
WWW: http://www.aslib.co.uk/aslib/

Peter Matthews
reports on the boom

in IT funding

A revolution on
sktop

CYAN MAG YELO BLCK
UST as Europe’s skies
open to freer competi-
tion, on the ground
new barriers are being

erected. Last month, Frank-
furt airport proposed the
creation of a “unified German
airport system” to prevent
foreign rivals from siphon-
ing off passenger and cargo
business. 

On the face of it, the
scheme looks much like the
British Airports Authority, a
listed company which domi-
nates UK terminal services,
and runs a formidable air-
port shopping network. Yet
the implications of the pro-
posal are unsettling to all
free marketeers. If the pro-
ject wins widespread back-
ing, it would have the effect
of encouraging more Euro-
pean airports to build simi-
lar defences, and stifle the
liberalisation of services.

Karl Starzarcher, finance
minister in Frankfurt’s state
of Hesse, has high hopes for
the concept he presented to
his counterparts in other
states late last month. Eager
to emulate the financial suc-
cess of BAA, Starzarcher
says that building a nation-
wide airport alliance makes
sense for reasons of “opera-
tional, economic and trans-
port policy”. So it was right
that Frankfurt – used by 39
million passengers last year
– should take the initiative
by acquiring stakes in some
of Germany’s other airports.

Few people dispute that
German airports – presently
operating independently and
owned by regional and fed-
eral public corporations –
could save money by offer-
ing uniform services, shar-
ing investment and planning
and combining man- a-
gement. Such alliances
could help cut the landing
and ground-handling costs
that have lured so much air
traffic to Amsterdam’s
Schipol airport. 

But equally, Frankfurt’s
proposal is spurred by the
federal government’s bud-
getary constraints. Star-
zarcher – also chairman of
Frankfurt Airport’s supervi-
sory board – says German
airports will require around
Dm30 billion ($17bn) of
investment in the next seven
to ten years to keep up with
international rivals. These
funds will have to come
from private sources since
Bonn is concerned with
EMU. Starzarcher is consid-
ering a stock market launch
for Flughafen Deutschland
which would unite as many
of Germany’s airports as
possible in a single com-
pany. So far, the initiative
has prompted a yawn from

J

 into f

ey; EU controls will make trade
other German terminal oper-
ators. Frankfurt Airport AG
(FAG) wants to buy a 50 per
cent stake in Düsseldorf air-
port. Welhelm Bender,
FAG’s chairman, says this
would develop a participa-
tion model for a nationwide
scheme and “strengthen the
market position of both air-
ports”. FAG, however, will
itself need to jostle for posi-
tion in the bidder’s queue.

Since the Düsseldorf ten-
der was announced in
March, airport authorities
from Amsterdam, Paris,
Vienna and London have
shown an interest. Private
buyers are likely to be
favoured in the stake award
due this summer. “Trans-
ferring a stake from one
state-owned airport to
another probably would not
be acceptable” to privatisa-
tion-minded officials, a
Düsseldorf spokesman said.

Undoubtedly, state owner-
ship and rivalry among
domestic players are the
biggest hurdles to a pan-
German merger of airports.
FAG’s shareholder structure
is typical of its potential
partners in Berlin, Hamburg,
Hannover, and Cologne/
Bonn. Although partial pri-
vatisations are planned for
these airports, Bender has
not yet found one where
Frankfurt stands a chance of
buying in. Finance min-
istries in the regional states
have been slow to respond.

From Munich, Bender
says he has obtained a
“vague declaration of intent”
but no “concrete commit-
ment” to sell. The same
might be true at Cologne/
Bonn airport, in which the
transport ministry wants to
unload its 30 per cent stake.
Jürgen Pöllmann, a trans-
port analyst at Bayerische
Vereinsbank in Munich, pre-
dicts that the scheme will
face resistance because
smaller terminal operators
suspect they would lose
business to Frankfurt.

It is not clear where the
logic of a pan-German sys-
tem lies when alliances with
France, Britain, Belgium or
the Netherlands might make
more sense. The answer is
that these countries would
not participate anyway,
given that their growth rates
for traffic are much higher
than Frankfurt’s. The plan
faces an uphill task.
INNING water sup-
ply contracts in
developing coun-
tries can have unex-

pected consequences. When
executives at France’s
Compagnie Generale des
Eaux (CGE) were sum-
moned to renegotiate a
water-supply contract with
the new governor of the
province of Tucuman in
Argentina, the ex-military
man was sitting behind a
desk laden with guns and
cartridges. 

The French visitors may
have thought that they had
to reduce tariffs or they
might not get out of the
building. The governor was
certainly upset at reports
that tapwater had turned the
colour of cola. Whatever the
gun’s significance the gover-
nor also felt the previous
government had been too
generous to the consortium.
He got his tariff cuts and
persuaded the Spanish firm
Dragados to pull out of the
deal altogether. 

Despite the perils, interna-
tional water-supply and
waste-treatment contracts
are lucrative opportunities
for an industry dominated
by European firms.

Lyonnaise des Eaux, CGE
and the UK’s Anglian Water

W
 International operate the
water supply in the Argen-
tine capital Buenos Aires,
while Lyonnaise and Brit-
ain’s United Utilities are part
of separate consortia which
have have just won a $7 bil-
lion, 25-year contract to dis-
tribute water and collect
sewage in Manila, capital of
the Philippines. Other con-
tracts are expected to be
announced soon in Egypt
and Hungary.

One of the reasons for the
Anglo-French success in the
sector is that there are very
few large water companies
in the world. Providing
water is usually the respon-
sibility of local municipali-
ties. Germany’s Ruhrwasser
is a rare non-French or
British entrant in the market. 

France’s Saur Inter-
national and the UK’s
Thames Water International
are also players. In France,
water supply has been in
public hands for more than
100 years. The UK industry
was privatised in 1989. In
the US there is fierce oppo-
sition to the water supply
being removed from public
control, although Enron, a
leading gas and independent
power producer, is seeking
water supply contracts in
developing markets. While
potentially lucrative, these
deals are not without their
pitfalls, as a number of firms
have discovered to their
cost. All major companies
agree that they must avoid
taking construction risk.
United Utilities announced
earlier this year that it will
take a £83 million ($136m)
provision against potential
losses on a water project in
Bangkok. 

United Utilities claims that
the Bangkok Metropolitan
Administration has changed
the terms of a £150m
sewage treatment plant in
the Thai capital. “We have
been forced to build a fur-
ther 13.5km of tunnels,
been given limited access to
key sites and been pre-
vented from working long
hours during the night,” says
Alan Price, United Utilities
group media relations man-
ager. The dispute will go to
arbitration in Thailand,
expected to be a lengthy and
costly affair.

Thames Water, which
embarked on an ambitious
overseas foray after privati-
sation, was forced to take 
a charge of £65m to cover a
writedown of assets and 
a £30m loss of goodwill last
year after projects in Turkey
and Argentina were slow to
come on stream. The com-
pany is still pursuing main-
tenance contracts, but is
determined to avoid con-
struction opportunities. Last
year it disposed of its design
and contracting services.

“Our international busi-
ness is in profit this year for
the first time since privatisa-
tion, and we believe we are
best placed to serve the
world’s growing water mar-
ket through our core opera-
tional expertise,” says Bill
Alexander, Thames Water’s
group manager director.
“However, we don’t want to
create any expectation that
we will take construction
risk. We prefer to leave that
to people who are used to
those sorts of risks.”

Yorkshire Water’s chief
executive, Brandon Gough,
called a halt to the group’s
international activities after
a strategic review last year.
Its partnership with Ogden
Projects of the US, called
Ogden Yorkshire Water, has
effectively been ended. Even
Anglian Water, which has a
reputation as one of the
best-run companies, says it
is taking a provision against
potential losses in Brazil.

Water developers had
hoped that the market for
private water projects would
follow the rapid growth of
power projects. Inter-
national Power Report, an
industry newsletter, says
that private power require-
ments in 54 countries
totalled 616,126 megawatts
at the end of last year. With
each megawatt costing $1m
or more to develop, the
investment needed is huge.

Successful power projects
have been signed in China,
India, the Philippines,
Thailand and Brazil. Banks,
capital markets and invest-
ment funds have been eager
to finance them. But water
projects have been more dif-
ficult to arrange. “Water
projects are often smaller
(normally by a factor of
ten), even more political,
tend to offer a lower rate of
return and take longer to
develop,” says the introduc-
tion to the International
Water Development
Annual 1997. “Many com-
panies have spent a lot of
money with no return by
overstating the parallels.”

In many developing coun-
tries the need for significant
spending on water supply
and waste water treatment is
paramount. 

Cholera has returned to
Latin America and the
Philippines. Many countries
in eastern Europe have inad-
equate water supplies and
sewerage, which can lead to
infection. Cholera was only
eradicated from New York in
the 1940s. 

However, both local and
national governments rem-
ain more concerned to
retain control of water sys-
tems than to encourage pri-
vate participation. “Public
water companies throughout
the world receive preferen-
tial loans and produce rates
of return unacceptable to
the private sector. Until the
regulatory environment
actually favours the private
sector it will remain hard to
compete,” says the annual.

However, if the Manila
deal succeeds and the con-
cession to upgrade and run
the city’s water system leads
to a better service and lower
bills, other cities are likely
to follow suit.
orce

 in endangered birds illegal

WWF
ELECTRONIC publishing
has suddenly become big
news in the information
technology world. Micro-
soft boss Bill Gates, who
is looking to expand his
European interests, and
the IT experts at the
European Commission
recently agreed that the
multimedia revolution will
take place on
the corporate
desktop PC.

With com-
panies having
an even
greater ability
to upload an
ever-growing
amount of
in fo rmat ion
on to comput-
ers, there will
be increasing
opportunities in elec-
tronic publishing, which
is already enjoying a
boom. The Commission
predicts that electronic
publishing will create
more than one million
new jobs in the EU over
the next decade, and the
sector’s European market
is expanding at the
incredible rate of 15 per
cent a year.

A study by consultants
Arthur Andersen for the
Commission’s DGXIII,
which is responsible for
the information market,

BUSINES
OPPORTU

the de
said that the provision of
electronic information
has no national bound-
aries. For example, the
buzz in the industry is

that the main
communica -
tion between
Russian busi-
nesses and
companies in
the rest of
Europe is by
e-mail. This
trend towards
b o r d e r - f r e e
communica -
tion is under-
lined by the

latest batch of the
Commission’s calls for
proposals – projects that
businesses can tender for.
Most of them ask for bids
from companies to organ-
ise workshops and events
in schools to raise aware-
ness about the informa-
tion age and outline its
potential benefits.

For details of the Com-
mission’s calls for pro-
posals and copies of the
DGXIII report (it costs
£80, or $128), contact
Aslib; see below for
address.

S 
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U     UK

STRICT controls on trade in
more than 25,000 endan-
gered species come into
force across the European
Union this month in a
clampdown on wildlife and
wildlife products brought in
by tourists and importers. A
new EU regulation is likely
to result in stiffer penalties
for illegal imports of ani-
mals, birds and plants in
danger of extinction, as well
as any products stemming
from them.

Tourists and traders can
be imprisoned or fined and
will need to learn more
about the source of the
goods they are purchasing.

International trade in
more than
1,000 of the
listed species
is banned,
while permits
are needed
for the rest.
“We are talk-
ing about
animals dead
or alive,” said
Willem Wijn-
stekers, an
official in the
C o m m i s -
sion’s envi-
r o n m e n t
directorate,
responsible
for the legis-
lation. “Par-
rots, for
example, are
of course
traded live.
But if you
talk about alligators, croco-
diles and many other spe-
cies, reptiles certainly, it is
more handbags and belts. 

“Tortoiseshell and ivory
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are also illegal. Things like
combs, hair clips and sculp-
tures are particular traps.
Most of the species are in
fact plants. It is illegal, for
example, for cacti clubs to
go to Mexico to collect
listed specimens and seeds.” 

He added: “In the case of
a tourist, the illegal item
they are carrying will just be
confiscated, but it depends
what it is and the quantity.
Penalties vary, depending on
the member state. Some

states, like
Germany and
Britain, have
good laws
already and
don’t have to
do much to
conform with
the new regu-
lation, but in
others, like
Greece, there
doesn’t seem
to be much
control.”  

Trade in
wildlife and
wildlife prod-
ucts is esti-
mated to be
worth as
much as $20
billion a year
in Europe, a
quarter of it
i l l e g a l .

Although international trade
in elephant ivory was
banned in 1989, it still goes
on. A third of seizures of
African ivory since the ban
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came into force have been
destined for the Asian mar-
ket, particularly Japan,
where ivory seals, called
hankos, are used for busi-
ness transactions and certi-
fied by the Japanese govern-
ment. Other animals
protected by the new law
include sea turtles and kan-
garoos. Birds include
ostriches, eagles, storks and
ospreys. Giant catfish, com-
mon sturgeon, Caribbean
mahogany and Himalayan
yew are also listed. Coral,
over two million tonnes of
which has been imported
into the EU since 1990,
mainly for the aquarium
trade, is protected, too.

Many butterflies behind
glass – common souvenirs
from Malaysia – are illegal,
as are coats made from
spotted cat fur in Greece
and a range of exotic
Chinese foods and tradi-
tional medicines.

The Commission launched
an information campaign at
airports and ports on 22
May, but importers fear that
confusion over the applica-
tion of the law could harm
legal trade in wildlife prod-
ucts. “We are strong oppo-
nents to any barriers of
trade and any unnecessary
complication of imports and
it may also apply to this reg-
ulation,” said Konrad Neun-
dorfer, delegate general of
the importers’ Foreign
Trade Association. 

“It could affect many
products coming into the
European Union, but we
know little about it at the
moment. We should be more
involved in the drafting of
such legislation.” 
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The 19th-century 
art market is enjoying

a revival, reports 
Laura Suffield

The age of
industry
produces
top prices

Grosvenor hosts
the fun of the fair

The DT Art Index measures auction price movements in the western art market. For details,
contact Robin Duthy, Art Market Research Tel +44 (0)171-249 8071. Fax +44 (0)171-254 5619  

DT ART INDEX: 18TH CENTURY ENGLISH FURNITURE
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ENGLISH 18th-century furniture has proved to be one of
the art market’s star performers. The annual growth rate

since 1975 stands at 11.5 per cent and further growth this
year is likely to be underwritten by the surge in top-of-the-

range house prices in the United Kingdom. Buyers are
aware that this market held steady in 1989 and 1990

while much of the general market was collapsing.

Local colour: Alberto Pasini’s Un angolo del giardino dell’harem is estimated to fetch between $300,000 and $410,000

SALEROOM
HREE sales late last
month in New York
suggest a return to
form for 19th-century

European art, which has
seen variable results over
the past 18 months. Follow-
ing the sales, Christie’s
announced a record total of
$20.9 million.

This is certainly an
improvement on results last
year, particularly in New
York. There, high prices
were achieved for some indi-
vidual pieces; but in last
October’s sale 50 per cent
of the lots remained unsold
and overall prices were con-
siderably lower than in the
previous year.

Nineteenth-century Euro-
pean art is a huge collecting
field. It covers everything
from views of Constan-
tinople by the highly-prized
Turkish artist Hamdy-Bey to
scenes of French peasant
life by Jean-François Millet,
the artist whose work com-
manded the highest price
for a 19th-century painting
(apart from Impressionists)
at auction last year.

The strong point of this
field, from the auctioneers’
viewpoint, is that it appeals
to a broad spread of buyers,
many of them keen to col-
lect images of their own
country or work by artists of
their nationality. For this
reason the salerooms have
had considerable successes
with theme auctions such as
the Turkish art sale at
Sotheby’s or German and
Austrian art at Christie’s.
Another approach has been

T

Parall
to sell locally: Christie’s
sells 19th-century Greek
paintings in Athens, while
Sotheby’s offers 19th-cen-
tury German art in Munich. 

Given the huge spread of
material, it is probably the
top end which will pull the
market up over the coming
year. Lesser works stil l
prove difficult to offload:
this was demonstrated in
New York last month.
Christie’s sale on 22 May
saw some outstanding res-
ults for the best pieces,
including a record price of
$1,656,900 for a drawing of
one of Napoleon’s generals
by Ingres and more than $1
million for a painting by the
master of salon sentimental-
ism, Bouguereau. However,
it was noticeable that only
58 per cent of lots found
buyers.

Dividing 19th-century art
into smaller categories
seems to be one way around
this problem: Christie’s sale
(on the same day) devoted
entirely to the paintings of
the Barbizon, Realist art and
French landscapes realised a
total of $7,100,400, the best
such result in nine years.
The passion American 
private collectors feel for
the paintings of Jean
el drug

Hote
Baptiste Camille Corot
worked its magic again, and
the top price was a new
record of $2,037,500 for his
work.

Christie’s is hoping the
same enthusiasm will be
shown on 13 June at its sale
of 19th-century Continental
pictures, watercolours and
 impo

ls pre

BUSINESS TRAVEL

Business chains are
aiming to boost quiet
summer months with

special offers for
leisure visitors, writes

Adrian Williams

CYAN
drawings. Among the most
colourful works on offer is
Un angolo del giardino
dell’harem,  one of four
scenes by Alberto Pasini
depicting concubines in a
garden in Constantinople. It
is estimated at $300,000 to
$410,000.

It seems inevitable as the
rts pro
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century draws to its end that
the work of the best 19th-
century artists will achieve
the status and, therefore,
the market value of Old
Masters. Beyond the sale-
rooms, the willingness of the
world’s museums to pay
extremely high prices for
the work is an indicator of
ve bit

for ex
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this trend. One need look no
further than Paris, where the
Louvre has just acquired an 
outstanding portrait by
Jacques-Louis David for a
sum estimated at around
Ffr35 million ($5.9m) – a
price which will probably
seem a bargain 100 years
from now.
U

ter pill

ecutiv
ONE of the top events in
the world of art and
antiques takes place in
London next week, writes
Laura Suffield .  The
Grosvenor House Art and
Antiques Fair, running
from 12 to 21 June, held
at the Grosvenor House
Hotel on Park Lane, has
been in business since
1934 and ranks among
the handful of the world’s
leading antiques fairs,
along with Paris, New
York and Maastricht.

This year, 86 dealers
will take part, offering an
ever-increasing range of
objects. In 1994 the fair
decided to dispense with
any datelines, opening up
the event to modern and
contemporary art,
although the emphasis
has very much remained
with antiques. It is
unlikely that Damien
Hirst’s work will ever
appear in the stately sur-
roundings of the hotel’s
Great Room.

Grosvenor House has
changed over the years,
shedding its earlier image
as a fair for British
collectors. The look is
international and glitzy,
including an American-
 to sw

e exod
style charity gala evening
to launch the fair, this
year chaired by the Hong
Kong financier, art collec-
tor and promoter David
Tang and Jennifer D’Abo,
the chairman of florist
Moyses Stevens Inter-
national.

While many of the deal-
ers taking part are old
hands, this year sees
some new faces, including
Galerie Neuse of Bremen,
a specialist in European
works of art, and the
Portuguese dealer Luis
Alegria, who deals in con-
tinental furniture and
Chinese export porcelain.

Prices at Grosvenor
House are at the top end
of the range, and the
atmosphere is definitely
exclusive, not to say a lit-
tle frosty. Having paid
your £12 ($19.5) entrance
fee, you would be well
advised not to wear jeans
and training shoes if you
are hoping for a friendly
reception. 

However, 18,753 peo-
ple braved the fair last
year, and they were
rewarded with a well-
organised event with
many outstanding objects
on view.
us

r THE latest red Michelin
Guide devoted to hotels
and restaurants in
Europe’s leading cities
includes Warsaw for the
first time writes Alan Tillier.
The 16-year-old annual
added Budapest in 1992
and Prague last year; with
the inclusion of Warsaw it
now covers 67 cities in 20
countries. No restaurant in
an east European city has
yet been awarded
Michelin stars for
gastronomic excellence,
but the Malinowa in
Warsaw, at the restored
Bristol Hotel, gets four
crossed forks and spoons
for its “top-class comfort”. 

r HOTEL roomrates in
Belgium, Italy and the UK
have risen eight per cent
this year, according to the
European Business Travel
Index produced by
American Express. 

r CROSSAIR is introduc-
ing flights between Dublin
and Basel, following the
success of its service
between Zürich and the
Irish capital. The flights
leave Basel in the late
morning, arriving in Dublin
in time for lunch.

Gill Williams

TRAVEL
UPDATE
UROPE’s business
hotels are poised for a
wave of price cutting.
During the summer,

business travellers tradition-
ally stay at home, so in an
attempt to revive the falling
demand most four and five-
star business hotels are cut-
ting daily rates by up to 60
per cent over the coming
months. Some chains –
Radisson/SAS is a prime
example – begin discounting
later this month and will
extend the offers well into
September, but most rival
chains will cut prices only
during July and August. At
the time of writing, neither
Hilton International nor
Sheraton had announced
what (or when) their sum-
mer deals would be.

Adrian Simpson, a vice-
president for the Inter-
Continental Hotels luxury
business chain, says: “At any
other time of the year, 85
per cent of our guests are
on business; only 15 per
cent are taking leisure trips.
But in summer the guest
mix changes to 50:50, so we
have to tailor our product to
meet this different market.”

The summer discounts
offer business travellers
three different options. They
can save their company
money, because summer

E

rates usually undercut even
negotiated corporate rates;
they can upgrade to a better
hotel, because a four-star
property will be available at
three-star prices; or they
can combine business with
pleasure and bring along
their family at no extra cost.
Some hotels charge a flat
rate per room during the
summer – and throw in a
free breakfast for all the
occupants.

The savings vary from
chain to chain, and hotel to
hotel. The keenest discounts
are to be found in business
rather than leisure destina-
tions. For example,
you’ll pay Dm265
($156) at Frankfurt’s
five-star InterCon-
tinental (as against 
the normal rate of
Dm395), whereas in
London, which is
awash with visitors
during the summer,
The Portman makes a
much smaller cut in its
regular £235 ($376)
room rate, to £160.
The deals are not great
in Venice, Florence
and Rome; but in busi-
ness-orientated Milan,
the Radisson/SAS
charges L200,000
($119) compared with
the normal L385,000.

Savings at western-
managed hotels in
eastern Europe also
remain below average
simply because even in
the summer there is a
shortage of decent accom-
modation. So you would be
quoted $l65 at the Marriott
Warsaw, Ffr840 ($146) at
the Sofitel Bucharest (the
French chain sets its prices
in francs) and $200 at the
Savoy in Moscow. But
remember that summer
rates usually include double
occupancy for no additional
cost and free breakfast
(worth $19 or so per per-
son), extras which are not
included in normal rates. 

There is a question mark,
however, over the UK –
where the British Incoming
Tour Operators Association
expects one million fewer
visitors this year compared
with 1996 because of rising
hotel prices and the
stronger pound. UK hote-
liers set their summer rates
some months ago, when the
pound was weaker; but they
may be tempted to discount
further should summer visi-
tor not materialise.

Most summer rates come
free of restrictions, although
hotels usually insist that
guests book in advance, and
front-desk staff may decline
to offer a summer rate to a
“walk-in” guest. Some may
require a minimum stay of a
couple of nights. On top of
the rate discount, most
hotels offer one or more
extras. But InterContinental
has gone a step further. Its
summer rate provides
accommodation for two plus
a choice of any one of the
following: breakfast for two,
a second room for half price
(ideal if you are bringing
along the family), double
frequent-flyer-programme
mileage or, subject to
availability, an upgrade
to either the executive
floor or to a junior suite. 

The Radisson/SAS
extra is a “Family Magic
Hotel Pass”, which costs
$14 to buy and entitles
guests to the summer
rate and discounts in
shops and restaurants.
Guests are offered one
free night (to be taken
at another Radisson/SAS
hotel) for every four
booked.

French chain Sofitel
has simplified its whole
summer-discount policy
by categorising its
hotels as platinum, gold
or silver. A platinum
hotel (including Sofitels
in Madrid, Moscow and
Paris) costs Ffr840, a
gold (Bologna, Ghent
and Dijon) costs Ffr740
and a silver (The Hague,
Lisbon and Montpellier)

costs Ffr640.
Giant chain Holiday Inn

is making the sums 
even easier by simply
extending its weekend rates
for stays throughout the
week.

One final word of advice.
To ensure you are quoted
the correct price at the 
time of booking always
request the “special summer
rate”.
allow

RESCRIPTION drugs and
medicines do not find a
regular place in the weekly
shopping basket in Brit-

ain. Nor are they products for
which we shop around to get the
best deal. We are prescribed
them, we buy them and we 
take them. And, with luck, we get
better.

Nevertheless, perhaps regret-
tably, the market for pharmaceu-
tical products is like any other.
There are competing products
which clamour for the attention
among the buyers – private
health companies, pharmacies
and national health services.
Each producer glorifies the prop-
erties of its remedies. And when
one product does have unique
qualities (such as a cure), the
market effectively permits the
producer to name its own price.

The cost of health insurance
and health services is directly
linked to what the manufacturers
can charge for prescription
drugs. But the pharmaceutical

P
 giants do not have it all their
own way. In a landmark case the
EU Court of Justice has declared
that the channels that enable
“unofficial” drug supplies to
come into a national market
should be kept open. These
drugs are are not unofficial
because they are counterfeit or
dangerous, merely because the
manufacturer does not market
them directly.

Drug prices vary across
Europe. The UK market sustains
prices that are higher than 
average. Far lower prices are
found in the Netherlands, Spain
and Portugal. In part the diver-
gence flows from the strength
(or weakness) of the patent pro-
tection that each state offers;
there is, for example, a big dif-
ference in the availability of new
drug patents in the UK and in
Spain.

It is the patent which prevents
others from stealing the pro-
ceeds of a company’s investment
in research. But that investment
must also be protected by con-
trolling the supply of the
patented product to the final
user. To this end manufacturers
put together sophisticated and
loyalty-inspiring distribution sys-
tems, minimise the number of
stages involved, and try to
ensure that the goods are kept in
the right hands. However, the
Commission will only allow mar-
keting restrictions to go so far.
And a ban on sales by unofficial
distributors proved too much to
swallow.

These unofficial distributors
are known as parallel importers.
They obtain large quantities of
drugs from low-cost countries,
and import them into a countries
where the manufacturer is 
selling them at a higher price.
This is what happened in the
case which was brought before
the Court of Justice, and in
which it was asked to interpret
EU law for the benefit of the
British courts.

A firm called Primecrown had
been able to supply the British
market with cheap drugs
obtained from Spain even though
it was not an official distributor.
The drugs were Innovace (known
elsewhere in Europe as Renitec)
and Proscar. Innovace is pre-
scribed for hypertension, and
Proscar is used to treat the
prostate gland. Both are exclu-
sively made by the Merck phar-
maceutical company, which was
not best pleased at Primecrown
undercutting the official prices
of its products.

Another company, Beecham,
was equally disgruntled at having
to compete with cut-price sup-
plies of its antibiotic, Augmentin,
which were coming on to the
British market from Spain, this
time imported courtesy of a com-
pany called Europharm. Why
Spain? Because Merck and
Beecham had not been able to
patent their drugs in Spain since
no such patents were available.
Exported supplies from that
country were coming markets
such as the UK, where patent
protection was available.

Both companies had sought to
use the British courts to prevent
the unofficial imports, arguing
that existing European rules –
whereby product protection is
totally dependent on patents
being available, and limited to
the member state where they 
are obtained – should be over-
ruled. The pharmaceutical indus-
try’s view was that a patent
should have extra-territorial
properties, enabling the holder
to extend it to other EU states
where no patent protection is
available.

It seemed those efforts had
paid off when the interim opin-
ion of the EU Court of Justice
found in the industry’s favour.
But the court ultimately decided
that, in its view, European law
did serve to ensure that an
investor secured a return; but it
would not bend over backwards
to help manufacturers. If a mem-
ber state failed to provide patent
protection then the manufacturer
had the simple choice whether or
not to market goods in that
member state. 

And it could not prevent others
from doing so, nor from selling
in other markets – as long as the
drugs sold were freely available
somewhere in the EU. The role
of the parallel importer is assur-
ed in driving down prices.

Are parallel importers simply
businessmen serving the con-
sumer, or are they actually a
threat to medical advancement
and the research for new drugs?
The latter, thinks the pharmaceu-
tical industry. But this point
found no favour in the Court of
Justice. It chose in favour of pro-
tecting the right of parallel
importers to buy and sell where
they choose.

However, while this laissez-
faire attitude might well be wel-
comed by the consumer, it will
not help in eliminating price 
differentials. That is something
in which the court refuses to 
get involved. Its attitude is 
that single-market distortions
caused by different price 
laws in the member states can
only be cured by specific legisla-
tion adopted by the Union
authorities. Member states are
reluctant to grasp such thorny
issues, so the pharmaceutical
industry is unlikely to find satis-
faction in that direction either.

Joseph Dalby is a barrister
based in Brussels and London
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WORLD CLASS PROFESSIONAL 
OPPORTUNITIES WITH AN 

AMERICAN MULTINATIONAL

INTERNATIONAL 
TELECOMMUNICATIONS 
ENGINEERS (code ITE)

You will design, install, manage and maintain all 
our telecommunication facilities in Europe, Africa 
and the Middle East. You will regularly identify 
and address regional telecommunication network 
issues. You will effectively communicate with and 
educate regional staff on new developments. 
Furthermore, you will manage multifaceted 
projects requiring continuous coordination 
between network providers, field personnel and 
other international players.

For this position we are looking for a dynamic, 
ambitious teamplayer with at least 3 years of 
international telecommunications experience. You 
are familiar with Frame Relay/IP (X.25 is a plus) as 
well as communications hardware (MODEM/ 
Router and preferably also DSU/X.25 SWITCH/PAD). 
You have a strong background in T1/E1. VSAT 
networks and PC DOS/WIN applications (about 
5 years of experience) and you are fluent 
in English.

PROGRAMMERS (code PRO)

You will design and develop diverse and exciting 
software applications to be used by our international 
Network Agents and by our multi-lingual Regional 
Operation Centres. You will create effective 
prototypes and coordinate beta tests. You will 
continuously communicate and solicit feedback 
from users worldwide. Some international travel is 
foreseen.

You have several years of programming experience 
in a Windows environment. You excel in PC 
application design skills utilizing Visual Basic,
C and C++ as well as in database programming 
(Btriev, MS Access and SQL). You have solid oral 
and written communication skills. Experience with 
financial systems is a plus.

SENIOR ANALYST (code SAN)

As a team leader you are responsible for 
supporting technical and non-technical staff. You 
will drive financial software development projects 
from the concept phase to implementation. To do 
so, you will have budgetary control and you will 
be responsible for the in-depth analysis and 
management of the projects. You will regularly 
update the necessary parties on progress. Some 
travel is part of the job.

We are looking for a take-charge leader with 
several years of project management experience. 
You have a background in software development, 
as well as strong analysis and design skills to 
coordinate multiple projects from A to Z. You have 
strong project reporting and budget monitoring 
abilities. You are familiar with PC-based client/ 
server systems, Windows development, groupware 
and financial software. Knowledge of financial 
systems is a plus. You are fluent in English.

REGIONAL TRAINING AND 
QUALITY SPECIALIST (code RTQ)

You will design, develop and implement training 
and quality assurance programs for the Operations 
staff, Network Agents and Business Managers in 
Europe, the Middle East and Africa. You will be 
instrumental in creating and maintaining effective 
training tools. Furthermore, you will be an agent of 
change, continuously identifying and addressing 
regional training and quality issues with the goal of 
achieving worldwide service quality. International  
travel is foreseen.

You are a self starter with a sophisticated approach 
to training and quality assurance. You enjoy 
working in a rapid changing, fast placed inter-
national environment. You have exceptional 
communication and organizational skills as well 
as the ability to pay attention to detail. You have 
4 to 6 years of proven business experience and are 
fluent in English and at least another language.

 

CONSULTING
GROUP

Western Union will provide you and your team members with exciting and extensive 
training. Those who prove to be a high potential will be offered growth opportunities in 
the short term.

Interested? Do not hesitate and send your résumé to A. Van den Boogaard, 
DIP Consulting Group, WTC-Toren, 15th floor, E. Jacqmainlaan 162/53, B-1000 Brussels. 
Tel.: 00-32-2-203.11.60. Fax: 00-32-2-203.22.41.

Do not forget to mention the appropriate reference on the envelope!

You can also find these positions on our Internet-site http://www.SD.BE and respond by 
e-mail: DIP@SD.BE

Western Union, leader in the international money 
transfer business is seeking professionals (m/f) with vision
for its new Regional Operation Centre in Belgium.

LEADING EDGE RESEARCH LTD

Design and manufacture advanced data recording and analysis instruments for the
world's power utilities.

We have an immediate requirement for a:-

Senior Software Research Engineer
with fluency in Technical Chinese

Ref. SRE/97

Applicants for this position will be qualified to a high degree level and should have
expertise in C/C++ languages. A thorough understanding of Temporal Databases,
Uncertainty in Databases and Relational Databases is required.

The main function of this post will be in the Development of Expert Software Systems.

The post requires someone who is self motivated, enthusiastic and who wishes to join
a specialist and dedicated team. Attractive salary will be offered to the right person.

For an application form please write, fax or e-mail Dr Dave Courtney
LEADING EDGE RESEARCH LTD

UNIT 15, LISBURN ENTERPRISE CENTRE, BALLINDERRY
ROAD, LISBURN BT28 2SA

Tel: +44 (0)1846 604100   Fax: +44 (0)1846 604141
E-mail: dave@lerhost.demon.co.uk

Closing date for receipt of completed application forms and supporting CV's is 27th
June 1997.
LER is ISO9001 registered, an equal opportunity employer and an Investor in People.

THE ULTIMATE
CAREER OVERSEAS!!!
WHILE OTHERS MAY OFFER YOU

A JOB, WE CAN OFFER YOU A
CAREER!

Send updated resume to:
SWARTZ & GOLBERT ASSOCIATES

Att: Human Resources Dept.
3300 Castle Heights Avenue

Los Angeles, California
90034 USA

7 Phones: (310) 838-2785
(310) 838-9421

7 Fax:    (310) 202-6866
Overseas Placement Specialists
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BOX NUMBERS
All box number replies

prefixed by the letter “P”
should be sent to:

Classified Sales Department
THE EUROPEAN, 200 Gray’s Inn

Road, London WC1X 8NE
Please mark clearly

the box number you are
replying to.

Experienced Gonstead
Chiropractor

required for Harley Street
Chiropractic Clinic.
Extensive clinical

experience required.

Salary - circa £30,000 p.a.

Please apply in writing to:
Marylebone Chiropractic
Clinic, 22 Harley Street,

London W1N 1AP.

Visit USA, Australia, The Caribbean,
Mediterranean, Far East...and get paid for it

while meeting people, having fun & adventure
of a lifetime. Working holidays in over

50 countries worldwide.

For details send 2 x 26p stamps
or 4 Int'l Reply Coupons to:

Transitions Overseas
(N1), 197 North End

Road, London W14 9NL.

CRUISESHIP JOBS &
WORKING HOLIDAYS

We seek motivated people
throughout Europe who
want to work part or full

time with patented
nutritious products

established for 17 years. 

Tel/Fax:
(00)31 43 3210709.

INTERNATIONAL profile (Ph.D. USA, Postdoc UK &
USA), Macedonian nationality, 34, male. Documented

molecular biology, electrophysiology, and space biology
research experience. Outstanding teacher, skillful writer,

manager. Multilingual, artistic and open minded. Willing to
travel. Great references. Seeking a challenging job opportunity.

Contact: Dr. Bratislav Stankovic,
Ohio State University, 1735 Neil Ave., Columbus,

OH 43210, USA. Fax: +1 (614) 292 6345;
E-mail: stankovic.1@osu.edu.
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HOTEL GM FOR HIRE
U.S./French G.M. seeks to manage up-market Euro

Hotel/Chateau/Manor House. An accomplished host with a
special touch, she will optimize quality service & growth

with domestic and foreign markets emphasizing particularly
on American clientele.

Fax: USA 954/761-9971.

38 year old Jamaican female seeks position as
personal helper and travelling companion to

handicapped or elderly person, or as housekeeper for
professional single lady or gentleman. Reliable,

trustworthy, kind, loving  and highly recommended.

Please contact Miss Vilma Sorensen,
56 Volksstraat, 2000, Antwerp, Belgium.

111 Banbury Road Oxford OX2 6JX
Tel: +44 (0)1865 553201 • Fax: +44 (0)1865 552923

11 Guild Street Stratford-upon- Avon CV37 6RE
Tel: +44 (0)1789 269161 • Fax: +44 (0)1789 299596

E-mail: 101561.3151@compuserve.com

Founded in 1986, Fairfax
University offers:

• Home study degree programs
with no written examinations

or residency requirements

• Credit awarded for prior learn-
ing/practical experience

• International faculty
Programs at the Bachelor,
Master and Doctoral levels

• Year-round admissions

Details from:
The President, Fairfax University,
2900 West Fork Drive, Suite 200,
Baton Rouge, Louisiana 70827,
USA. (Fax: +1 504 298 1303)

FAIRFAX
UNIVERSITY

(Home Study Program)

For all the sea has to teach us...
and for all the fun in learning it.

CO-ED 12-17
Marine Science, SCUBA,
snorkeling, labs, sailing,
boardsailing, kayaking. Meet
top marine scientists. This will
be our 32nd year exploring the
ocean & gulf marine
environments.

Write: SEACAMP,
Dept.E,
1300 Big Pine Ave.
Big Pine Key, 
FL 33043, USA or
call: +1 (305) 872 - 2331 

The ESE International MBA is an intensive 14 month programme with
academic sessions in Italy, Eastern Europe, New York, South America,

Tokyo and China. The European School of Economics is a private
University with two campuses in Italy in the heart of Rome and Tuscany.

The ESE offers British BA (Hons) degrees in:

International Business • Financial Management • Marketing Management •
Hospitality Management • Music Industry Management • Entertainment

and Event Management • Sports & Leisure Management • European
Languages and Literature • Communication Studies

• International Political Science •

For further information please call Dr. Elizabeth Mitchell at the
ESE Campuses:

Largo del Nazareno 15, 00187-Rome Italy
Tel.+39 6 6780503 Fax. 6780293.

Villa Le Pianore - 55040 Capezzano (LU) Italy -
Tel. + 39 584 915169 Fax. 915384

Web; http://www.caen.it/ESE e-mail: ese.lucca@telcen.caen.itINTERLINGUAJERSEY

Improve your ENGLISH
on the beautiful island of JERSEY

International business and holiday centre

Send for colour brochure
Tel +44 1534 852590 Fax +44 1534 856727
e.mail interjer@itl.net        www.itl.net/go/to/linguaj

Sunnyfield La Rocque
Jersey, JE3 9SG

Channel Islands

Aldon House Executive Language Centre, Dorchester Road,
Yeovil, Somerset, BA20 2RH, England

Tel: +44 1935 425892                        Fax: +44 1935 433381
E-mail: aldonhouse@ukbusiness.com

• Effective ONE-to-ONE teaching 
• Individually designed study programme
• Over 20 years’ experience
• Intensive preparation for internationally 
recognised EFL examinations
• Socialise with guests from the local business community

INTENSIVE ENGLISH LANGUAGE COURSES

the
Centre G. LEOPARDI

offers

~ 300 SCHOLARSHIPS ~

FOR ITALIAN  LANGUAGE

AND CULTURE COURSES IN ITALY
(Accommodation in a marvellous castle)

For information: Dr Carmelo A.  Manetta

Via E. Mattei, 75 - 62022 Castelraimondo (MC) Italy

Tel: +39 737 641299        Fax +39 737 642182
E-mail: centroleopardi@wnt.it

http://www.italian.org

Authorized by the
Italian Ministry of
Education

Sponsored by the
State University

of Camerino

ENRICH
your child's Summer!

Buckswood Summer School in England is the choice of dis-
cerning parents worldwide seeking a secure, enriching summer

programme for their children.

English Language courses plus an outstanding activity-rich
programme for youngsters 7 - 16 at our exclusive, supervised

residential campuses in England will give them an 
unforgettable Summer.

- Buckswood -
For our colour brochure fax us today:

+44 1825 765 010
Tel: +44 1825 760 900

The Business Textbook is FREE
on-line @www.unorg.com.

Explains the diverse global unorganized world for students,
companies and managers.

Details issues in international business, strategy, structure,
management, organizational design, careers,

European integration and much more.
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Next week’s Special 
Education Report will focus on

AMERICAN EDUCATION
IN EUROPE.

To advertise please contact
Arif Bajwa or

Adriana Blond on
+44 171 418 7878 (tel)

+44 171 713 1835 (fax)
e-mail: classified@the-european.com
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UK tax havens
bank on revival

The Isle of Man and
Channel Islands are

savouring a boom as
investment pours in,

reports Clive Branson

COMMERCIAL

Neapolitan splendour costs $16 million
HE UK’s tax-haven islands
are enjoying a property
boom. The concern that an
incoming Labour govern-

ment might alter their status has
eased, and confidence has
returned to underpin the market
in the Isle of Man and Channel
Islands.

The investment attractions of
Jersey are illustrated by the
growth of bank deposits, which
have now passed £91 billion
($146bn). In turn, the vibrant
financial sector has boosted the
office-letting market, which now
totals about 10,000 square
metres a year. 

One of the biggest recent deals
involves Deutsche Morgan
Grenfell, which has taken
2,800sqm at St Paul’s Gate in St
Helier, a development by British
company Arlington. And another
new scheme, at 28 New Street, is
expected to let space to the Bank
of America.

Richard Lock of the Healey &
Baker agency says that rents are
reaching record levels for the
island, and are predicted to
reach £243 per square metre per
year at Liberty House, St Helier,
which is due for completion
soon. “Demand and supply are
balanced now, and although
there is planning permission for
a number of new schemes, devel-
opers are waiting for pre-lets to
financial institutions before start-
ing construction on them,” he
says. 

Because they are small, the
Channel Islands face acute plan-
ning problems. Jersey is working
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GREECE

Estate complete with farm divided into 
a hayloft for a remaining total of 476

woods and agricultural terrain
6 km from 

On sale through Public Auction held 
sum of 1,200,000.00 italian Lira, bas

offers 24 Septe

For information contact the

Tel 0577 940340

San Gimignano
Tuscany

PELOPONNESE/GREECE

Galatas. Troizinias (Opposite
Poros Island). 36000 m2 of

privacy, unobstructed sea/islands
views. 2 houses, 1 of stone, olive

trees, terrace, running water,
electricity, 2 telephones, easy

connections for Athens.
Call

+ 30 (0) 298 25974/ 26049
for details

MOUN

Two storey h
orchard tw

beaches of Ayi
30ft sitting roo
room, kitchen

with fabulou
of  the A

th

Private
Tel: +44 
Fax: +44 
on a new development plan
which is expected to reflect the
planners’ desire to protect green
space and encourage the re-use
of old buildings. The Waterfront
scheme in St Helier, which is
expected to go ahead soon, is a
mixture of converted and new
buildings, but work has been
delayed by a different develop-
ment issue – that of the amount
of social housing to be included
in the scheme. 

Housing, and its relationship
with immigration, has been an
emotive issue in Jersey, but the
needs of the economy have led to
plans for the tight existing barri-
ers to be lifted, allowing an
influx of skilled workers. 

There have been calls for the
Jersey economy to diversify, with
the success of nearby Guernsey
in creating a high-tech electron-
ics and computer industry
offered as a model. Richard Lock
points out that Guernsey has “a
mini-Silicon Valley which has
proved a great success”. 

After several years of rapid
growth, bank deposits in
Guernsey declined by 7.5 per
cent to £43bn last year. This
INTERN
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two houses for 175 m2 plus animal stalls an
 square meters as well as about 100 HA of
. Needing restorations. Private road.
San Gimignano.

on 25 September 1997 at 10:00 am for the
ed on the auction. Deadline for presenting 
mber 1997 at 12:00.

 Municipality of San Gimignano

  Fax 0577 940112
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FLORENCE

Local buyer seeks a
100+/- m2 apartment a

portion of villa in 
Firenze. Target locatio
in the belt of prime hil

overlooking the city.

Contact Mr. N. Rossi 
Tel +39 55 4201491
Fax +39 55 4210667
during office hours.
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os Yiannis. 4 bedrooms,
m with balcony, utility

, bathroom, 70ft terrace
s south facing views

egean. Good order
roughout.

 sale £78,000
(0)1225 311194
(0)1225 484430
was, says Peter Cook, director-
general of the Guernsey
Financial Services Commission,
“no more than a temporary
glitch, resulting mainly from the
strength of sterling”; but this is
less of a problem, with other
parts of the economy booming –
among them retail property, with
major multiples such as
Mothercare and Miss Selfridge
having to pay rents up to a
record £1,272 per square metre
per year. Guernsey’s future
growth will be helped by new ter-
minal facilities at its airport. 

The property markets of both
the Channel Islands broadly simi-
lar, with office rents at the same
level. Tracy Shields of the Shield
& Co agency says that both have
a low vacancy rate and a short-
age of new developments. The
demand is for small units of up
to 2,000sqm. In the Isle of Man,
there has been a recent upswing
in business confidence. 

David Creane, chief executive
of the Cowley Groves agency,
says that there is “a new mood of
confidence in the economy,
which has been helped by the
arrival of 30 wealthy individuals
last year, and a rise in employ-
ment,” he says. The economy is
expanding at a rate of six per
cent a year.

As with the Channel Islands,
economic success has come
through the expansion of the
financial services sector, which
now employs one in five of the
population and accounts for 36
per cent of the island’s income,
up from 22 per cent in 1985. 
ATIONAL P
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T & T Immobiliare

Prestigious Properties in
Chianti and Umbria Cortona - exceptional
investment Beautiful Tuscan farmhouse,

450m2 structurally sound, to restore
internally. Excellent views. Region of:

Lire 280,000 Full assistance with
restoration projects, technical, legal and

financial matters. For colour
documentation and holiday rentals

brochure, please phone or fax.

Tel: +39 574 574093
Fax: +39 574 575419

web pages:
http://www.texnet.it/ttimmobiliare/

E-MAIL: t.t.imm@texnet.it

VENETIAN APARTMENTS
has the largest collection of
privately owned properties
in the historical centers of
VENICE, FLORENCE,
ROME and VERONA

available to rent from the
U.K. From simple studios to
luxurious Palazzo properties,

including wonderful
apartments on the Grand
Canal, on a weekly basis

or longer.

Tel:0181-878-1130
Fax:0181-878-0982
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FOR SALE 
FLORENCE

Comfortable Prestigious
Penthouse in the historic

centre of Florence.
Overlooking beautiful
rooftops and famous

duomo. 2 beds, jacuzzi,
terrace, fireplace and more.

Call: Arcadia Agency
Tel: +39 55 581 486
Fax: +39 55 582 800

I TA LY
The Marche

Restored Mill
200 million LIt and
other properties for

sale. Reliable follow
up service.

Contact Danny Beattie at

EXUS LTD.
Tel/Fax:

+39 737 630545
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BRUSSELS RENTAL-SALES,
excellent selection. AIGG Immo
Douwes. Tel. Belgium +32 2
2695456. Fax: +32 2 2696016.

CYAN M
London hotels fill up
THE accountancy firm, Arthur Andersen,
expects a series of joint ventures and
mergers in the hotel business in response
to occupancy rates. Its Benchmark Survey
1997, which measures the performance of
hotels throughout Europe, the Middle East
and Africa, reports a two per cent growth in
occupancy in European hotels, to 72.2 per
cent last year. Andersen believes this trend
will continue.

London hotels were the best performers
in Europe, with an average room
occupancy rate of 84.3 per cent. This has
ROPERTY - R
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PENTHOUSE APARTMENT
LA NAPOULE - SOUTH OF FRA

ortunity to purchase a superb Penthouse Apartment with

he bay of Cannes. This luxury Penthouse is on the 4th an

lusive development standing in landscaped gardens with a

wimming pool and tennis court. A golf course is nearby. T

mprises a spacious sitting room, dining room, kitchen, a s

ooms, 2 bathrooms, shower room. Two extensive terraces

rivate garage and wine cellar. The owner’s quality furnis

are available by negotiation.

PRICE £400,  000 - Any proposition or exchange con

FFoorr  iilllluussttrraatteedd  ddeettaaiillss

hhoonnee  ++  4444  ((00))  11773322  3366  00000011  FFaaxx  ++  4444  ((00))  1177

VENCE

, between les Alpilles and

0 km maximum distance from

encal centres, sea, Camargue.

oliday/retirement villa

of forest in pretty village.

, medical services, golf nearby.

t not isolated. 2 beds, 2 baths,

 ( 36 m2 ) completely modern

garage/mezzanine, 2 terraces,

dern elecs/ plumbing, incl Air

ing and Central Heating,

eplace. Impeccable in/outside.

 automated pool 36 m2,

, easy garden 535m2.

tish owner 6 years,
leaving France

0,000 / $170,000 O.N.O.

33 (0)4 90 59 56 34
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FRANCE - COTE D'AZUR

VENCE
GREAT LOCATION.

GREAT VIEW (20 min from 
Nice Airport and beaches)

RUSTIC VILLA 96 m2

GARDEN 2400 m2

APPROVED PERMIT TO BUILD 
FOR SALE

2.200.000 French Francs

Contact owner in Italy
Tel/Fax +39 2 5462199

0 km Paris
A13 residential
70 yrs old house,
ooms 200 sqm,
rden, garage

e 900,000 FF

33 2 54 72 08 35
33 1 30 90 19 97

 FRANCE
illa custom built 1991
 Tarn near Toulouse.
e protected views of

and river. 201 square
closed. Sleeps six. 21/2

ompletely furnished
ipped. US$260,000.

Owner
33 (0)563 415 413
is.net/mistral/tarn.html

VAL DE LOIRE
20 kms south of Le Mans (72)

Restored country house,
2 rooms, kitchen, woods,

land 6800 m2, protected site,
facing a Chateau.

Price FFr 330.000.

Owner sells - GOUTARD.
2 rue A. Teroy

72220 ECOMMOY
Tel: +33 (0)2 43 42 15 10
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rs are advised
k appropriate

ssional advice
e entering into
ommitments.

IC VITTORIOSA

r town-house with
 360o views overlooking
rbour, bays 4 bdrms, 4
ble salon, atrium, gym,
arium, panoramic ter-
y to move in, also part
shed. Questions?

 +39-6-5781077
72613 (Mrs. Jane)

Picturesqu
pastoral view property in beautifu

British Columbia, Canada. Pri
all amenities. 16 hectares of mea

road, good neighbours, practi
armhouse, seasonal creek, wildli

The perfect place for the person t
does not want to live in 

Price: $ 450,000 - Ca

Phone: 001-250-83
Fax: 001-250-546

AG YELO BLCK
BRIEFS
led to work on many new developments in
the capital. Near the Houses of Parliament,
Whitbread is converting part of County Hall
into a hotel. Arcadian and British Land are
refurbishing the Great Eastern Hotel at
Liverpool Street Station in the City; and four
projects have started in Docklands. 

Rents drop in east Germany
OFFICE rents are stabilising in most
German cities, but the decline continues in
U

ESIDENTIAL

GREECE

CH

R

IRELAND

NCE
 panoramic views

d 5th floors of an

 shared private

he accommodation

tudy/bedroom,

 overlook the bay.

hings and car

sidered.

3322  3366  00000033

R PROVENCE
rming restored French
try house near Fayence,
m2, 2 bdrms, 3 baths,
,000 m2 landscaped,
ced, security system,

large pool.

95,000  Ken Burling

x 00 415 776 8845
l 00 415 929 0543

.W. FRANCE

RESTORED MANOR HOUSE

ECTARES. 4 BEDS, 4 BATHS,
CEPTIONS, CONSERVATORY,
POOL, OUTBUILDINGS.

SUPERB POSITION.

E 3.2 MILLION FRANCS

: +33 5 6531 7460
: +33 5 6531 5911
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FOR SALE IN GREEK
ISLANDS AND THE

PELOPONNESE

* Luxury villas
* Houses from 20 million GRD

* Exceptional sea front apartments from
14 million GRD

* Development land * Hotel units

HELLENIC REALTY

Tel: +33 4 50 42 71 98 
Fax: +33 4 50 42 76 24

http://www.wegrew.com/hellenic.htm

PRIME GREEK
PROPERTY

Andros Island, Cyclades. Near
seaside, harbour. 60,000 m2,

two recently refurbished (partially
furnished) houses (95 m2 and

75 m2). Gardens, patio.
Water from well/cisterns.

Contact e-mail
100601.3415@compuserve.com 

or fax (+49) 6155 66233

Go
Best W

New Lu
• Vacation • Y
• 2 Bedroom/ 2

• 1-Year Signature S
• Summer, 1

Exclusive Sales and Mar
Kirschner Realty Interna
17044 Collins Avenue
Miami Beach, Florida, 33

BANTRY BAY

Beautifully situated small
country house hotel, 11 en
suite bedrooms. Set on 2
acres overlooking Bantry
Bay. Suitable as ongoing

business or private residence.
Cork airport/ferry 1 hr.

Price: IR Punts £300,000

Phone/Fax +353 27 51519

e,
l North Okanagan,
vate but close to
dow + trees. Good
cal, comfortable 
fe and much more. 
hat loves nature but
the wilds.

nadian

8-6986
-8554
Dresden and Leipzig, where rents are
down 36 and 42 per cent respectively on
1993 values. Berlin has also seen a fall of
33 per cent. In contrast, the DTZ Zadelhoff
agency reports that there is potential for
rental rises in Frankfurt and Munich.  

Apartments on the Rock
WORK is under way at Cormorant Wharf,
Gibraltar. The apartment project is part of
the huge Queensway Quay scheme, a joint
venture between Taylor Woodrow and the
Gibraltar government on the site of a
former military barracks.
S

ANNEL ISLAN

SWITZ

USA

Overseas Chain of Estate Agents Networ

presents
“The Marbella Collection”

Latest Beach and Golf Projects.
Guaranteed Rental income.

“SUPERCOVER GUARANTEE”

Pop in for a chat and free
colour copy of

“O.C.E.A.N.’s BRO/LOGUE 2000”
your definite property guide.

Ocean Estates Marbella
Galeria Comercial No. 4-5

Hotel Rincon Andaluz
Ctra. de Cadiz km 173

29660 Nueva Andalucia
(Marbella) Malaga - SPAIN

HOTLINE: Int. +(345) 281 17 50
Fax: Int. +(345) 281 45 95

E-Mail: ocean@impronta.es

STERLING BAR
GANDIA - “THE ORA

Equidistant

2 acre Finca.  Fully fen
ornamental pine. Level 
Entrance gate & drive to
with 12m x 5m pool. (H
This property represen
opportunity and would m
some restoration, as the a
value alone @ only 24,0
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TTHE five-storey
Palazzo du Mesnil in

Naples (inset) has fine
painted ceilings, a mar-
ble staircase, and a
panoramic view from its
terrace (left) of the Bay
of Naples, taking in the
islands of Ischia and
Capri, the cape of
Sorrento and Vesuvius.

But since it has been
used recently as a
corporate headquarters,
the palazzo also boasts
lifts, air-conditioning
and state-of-the-art
telecommunications. It
was built between 1872
and 1880 as a private
residence for the
Barons du Mesnil, to a
design by the French
architect, Arrougé. The
3,000 square metres of
living space comprise
sumptuous interiors,
numerous frescoes and
ornate stucco work and
wall fabrics. The
palazzo is marketed by
Giorgio Viganò at L27
billion ($16 million). 
Contact: Giorgio Viganò,
tel +39 2 76003914, or
Sotheby’s, tel +44
(0)171 314 4443
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Curvy Caterham worthy
rival to topless Spider
THE Renault Spider raw-
thrills sports car has a new
rival, writes Tony Lewin. 

The British-made Cater-
ham 21 is a version of the
stark, open-wheeled Cater-
ham Seven with proper
bodywork. The 21 is
smaller and tighter than its
voluptuous lines suggest,
and despite having a Rover
engine of only
1,600cc it drives
like a racer. 

It has the
same astonish-
ing agility as the
Seven plus a
frantic eager-
ness in its six-
speed gearbox
and rev-crazy,
8 , 0 0 0 r p m ,
138bhp engine.

It takes some Caterham
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PLEASE SEND ME FURTHER 

NAME:

ADDRESS:

PHONE:
wriggling to get into the
narrow cockpit, but there
is a semblance of civility
inside – and a passable
hood. The same cannot be
said of the Renault Spider.
Priced at $43,000, it costs
$1,500 more than the
Caterham; but although
you do now get a wind-
screen on the mid-engined
 21: short of space but drives lik Handicap: the Spider costs $1,500 more than its rival and weighs half as much again, making the Caterham 21 the winner for its pure driving sensation

n day
A week of driving the
electric Peugeot 106

proved that it is a
practical proposition,

writes Tony Lewin
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FAX:
sports car, the price still
doesn’t include a roof. 

It is easier to get used to
(and to get into) than the
Caterham, with meatier
controls and great handling
responses. You don’t feel
so hemmed in, the steering
is less hypersensitive, and
there is plenty of room for
your feet on the pedals. 

But at 930kg,
the Spider
weighs half as
much again as
the Caterham,
and not even
two litres and
150bhp can
overcome that
handicap. 

So for pure dri-
ving sensation
the 21 is the
winner.e a racer
PLUG-IN POINTS

Plugged in: the electric 106 is far cheaper to run than even the thriftiest of diesel engines

s of clean living for just $1.30

LECTRIC cars are
great in theory. They
are smooth, silent,
convenient and non-

polluting. Yet in practice
they receive a regular maul-
ing from the motoring press
for their sluggish accelera-
tion, slow speed and res-
tricted range. Electric cars
appear fated to remain on
the hard shoulder, waiting
for a breakthrough in bat-
tery technology that never
comes. 

I’m not quite so sceptical.
I don’t believe that a top
speed of 100kmh is inade-
quate for today’s crowded,
speed-restricted roads; and
with the average European’s
daily journey amounting to
less than 30km, there are
many people for whom the
electric car’s theoretical
range of 80km would not be
a problem.

So I decided to test an
electric car in daily life. I
borrowed an electric
Peugeot 106 from the Cov-
entry Electric Car project
(see right) with the intention
of using it to fulfil my com-
mitments for a week. The

E

electric 106 arrived on the
back of a transporter, its
energy gauge reading 98 per
cent full. Apart from an
unsightly flap on the right-
hand side, behind which the
power cable is stored, it
looks like an ordinary 106.

It proved smooth and easy
to drive (there are no gears
or clutch to worry about) on
its first mission – to collect
children from school, a
short journey that would
have entailed a polluting
cold start in a petrol-
engined car. The next trip,
to the local supermarket
eight kilometres away, was
not so good: and a thunder-
storm forced me to use the
lights and windscreen-
wipers, draining precious
volts. After a 16.5km drive
the batteries were down to
75 per cent, suggesting that
 

£
£
£

local authority did not know
of a parking space where I
could plug in the car and
replenish its batteries. So
the Peugeot stayed at home
while I travelled there using
petrol power. 

Yet as the week pro-
gressed and I found I was

it would take less than 60km
to bring them down to the
20 per cent “reserve” level.

A bigger setback came the
next day. I wanted to use the
106 to go to an appointment
in Brighton. The problem
was not the distance: it was
only 55km away. But the
THE BUSINES
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able to pre-book plug-in
points at various country
hotels and conference cen-
tres I was visiting, the 106
came into its own. I cruised
comfortably and quietly on
minor country roads; the car
struggled only on fast main
roads and steep hills –
U
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IMMEDIATE &
UNLIMITED
Capital available for

ALL viable commercial
projects! Minimum  U.S.

$1 million -
NO maximum.

Tel: 717-397-7777
Fax: 717-397-7490

(USA)

INTERNET
http://www. intbuscon.com

READERS’
NOTICE

Readers are advised to seek
appropriate  professional advice before

sending any  money or entering into
any commitments.  The European

cannot be held responsible for loss or
damages incurred as a result  of
responding to advertisements.

MASTER FRANCHISEES
REQUIRED WORLDWIDE

European Franchise
organisation, specialised

since 1986 in a very exclusive
product for use as decorative
and durable coating for walls,
floors, stairs, doors, ceilings,

etc. Primary market. High
income proven. Personal

investment required.

Fax: + 31 76 520 37 24
(The Netherlands)
where it slowed to a lorry-
like 40 or 50kmh and
showed “heavy power con-
sumption” on its dashboard
gauge. My longest single run
was just under 70km, and I
finished it with only a nail-
biting 16 per cent power left
in the batteries. 

At the end of a week I had
done 250km. Of my week’s
32 journeys I managed 26 of
them in the electric car. The
savings in emissions must
have been considerable,
while the amount of fuel
used – 50kWh of electricity,
billed at under $1.30 – was
a fraction of what even the
thriftiest diesel would have
consumed.

Only two of my journeys
would have been impossible
in the electric car, because
each leg was beyond its
range. Because of my unpre-
dictable lifestyle and rural
location, the electric-
car-ownership experiment
was only a partial success.
But if I moved to the city
and settled into a regular
job, the battery car would
undoubtedly come into its
own.
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USA mail, phone and
mized off ice
es.Agent for US food
cts. Fax
3039887145
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ffice.Co.Formations.  Fax
ce Info: +44 171 250
 Phone: +44 171 608
MP Ltd.

G LISTS Berger & Co.
44(0)131 226 2996 Fax
)131 226 7901 

USA IMMIGRATI
Visas, greencards
brochure +353 50

FFSHORE CREDIT CAR

Guaranteed Approval
ith at least a US$ 5,000 limit (unsec

5.95% Current Interest Rate
And there's more

REE Details: Fax: +47-51-582
Reply to Box No. P418
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OFFSHORE BANCORPS
 established bank account. No taxes or treaties. Total a
er shares OK. No qualification requirements. Immedia
Prices start at $3.900 - go with professionals you can

INTERNATIONAL ATTORNEYS LTD
x on Demand: ++(248) 225 137 Tel:++(248) 
++(248) 225 160 E-MAIL: intatt@seychelles.

Web-site:www.seychelles.net/intatt

ew JOB new LIFE new COUN
emigration opportunities exist in

lified people from all trades and professions. We a
e emigration process including help with resettlem
: St.Maartenslaan 26-7, 6221AX Maastricht, NL.
 43 325 8080  Fax: +31 43 326 0060
corners@nex-us.com
 England Europe Scotland & S. Africa

Australia  New Zealand
Canada and the U.S.A

N.G. BANCORP 
MANAGING & CON

We provide private Profes
Protection - Integrity - Exp
Tax Exemption - Pro
Enhancement:
• Business plans & rest
& programme Managemen
& Asset based financing
Leases & Mortgages. Imm
Licenses & Permits 
arrangements.  Miscellane
the flexibility to dea
requirements.

With a wide range of services
full panel of Multi-Lingual Co
Full confidentiality assured. 
For further information
service, please contact:
U.K. FAX (+44) 171 323 1
U.S.A. OFFICE: FAX (+ 1
Internet:www.northernglob
*Email: northngl@sierra.ne

USINESS CENTRE
modation Addresses

usiness & Private.

ive P Answering.
Shots & Mailing Lists.

ITED KINGDOM.
 ++44 1296 337666
 ++44 1296 337455
r THE COVENTRY
Electric Vehicle Project is
run jointly by the Peugeot
Motor Company and
Coventry’s utilities. It is
one of several 
electric-car trials being
conducted across Europe
by Peugeot-Citroën, the
first of which began in 
La Rochelle in France in
1994. The Coventry cars
are managed by the
project, and loaned out 
as pool vehicles to users
from the Royal Mail and
other utilities.

r THE PEUGEOT 106
was the first four-seat
electric car to be sold
commercially in Europe: it
has been in French
showrooms since
November 1995. Heavy
subsidies from France’s
electricity board make its
price (about $13,500) 
comparable with that of a
L
ES
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, etc. Fax for
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1.1-litre petrol-engined
version. Leasing and 
maintenance of the
batteries, which can be
expected to last for about
eight years, costs about
$105 per month. The
three-door hatchback is
powered by a 120-volt,
20kWAC electric motor. 

r JUST how green an
electric car is depends on
the way the energy it uses
was generated. In Norway
and Sweden much of the
electricity is generated
hydroelectrically, so the
electric car there offers a
positive environmental
balance, as it does in
France, where nuclear
power stations are
common. But in Germany,
with its dependence on
coal-fired power, the car’s
value is minimal, although
it does displace pollution
away from sensitive areas.
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THE BUSINESS DIRECTORY 27•THE EUROPEAN –  5 - 11 JUNE 1997

TRAVEL & LEISURE

COMMODITY DEALERS & STOCK FOR SALE

NOTICES

CAR 
HIRE

EUROPEAN
LIAISON

BOOKS & PUBLISHING

IMPORT/EXPORT

BUSINESS TO BUSINESS

BUSINESS OPPORTUNITIES

POWDERED MILK, Holland ori-
gin, low prices, volume pur-
chases only, fax USA + 954-
474-3866. 

POWDERED MILK: Full cream
and skim.  Low world prices,
volume purchases only.  Fax:
USA + (954) 474-3866.

CUTE-PET ELECTRONIC
GAME direct from Japanese
manufacturer. Tel:+44(0)1233
756564 Fax:+44(0)1233
756511

LUCRATIVE EXPORT ORDERS
won in Malaysia, Indonesia,
Brunei. Resident British sales
team. Tel: 01481-701575/Fax:
701576

OFFSHORE COMPANIES:
JPCR. Tel: +44 (01624) 629529
Fax: +44 (01624) 629662.

SHRIMPS / JEANS / T-SHIRTS
@ 85p. 100,000pcs. tel:44-151-
707-8543 Fax: 001-305-532-
5696.

WANT TO MAKE good
money.Cancelec export
order.Vodka,40% proof.45 x 20
foot containers at £12.000 each
Fax:01453 547392/01384
560052

READERS’
NOTICE

Readers are advised to seek
appropriate  professional advice before

sending any  money or entering into
any commitments.  The European

cannot be held responsible for loss or
damages incurred as a result  of
responding to advertisements.

We are the European Distributor for Gosen (Japan) and are
actively marketing and selling a complete range of top quality

Gosen Golf products i.e. irons, drivers, clothing, within the
British Isles. We now require exclusive agents in each
European country. With the help of Christy O'Connor
endorsing the equipment, this is a fantastic business

opportunity for life in the golfing circles. A £50K sterling
investment is required to receive £30K in stock and negotiable

contract (no time wasters). There are also exclusive areas
available within the UK with a 10K investment.

Contact (Within UK) Freephone 0800 262678
(Outside UK) + 44 (0) 121 233 0990.

Reps Wanted
Delaware’s Premier Company Formation Service Needs High
Potential Accountants and Consultants to Sell Delaware Corporate
Services. Must have office and Fax and Be Able to produce 10 New
Companies Per Month. Fax for Details:

Richard H.Bell, President Harvard Business
Services, Inc. USA 302-645-1280

Join us on the Web WWW.DELAWAREINC.COM
PARTNER/SHAREHOLDER

REQUIRED

Loan Capital of £30,000 required
for tourist business in the N.T.,

Australia. Substantial share holding
offered and loan repaid with U.K.

mortgage rate interest (approx.
10%). Principal has land, unique
vehicles and vast experience in
Australian outback tourist scene

since 1984. This is a no risk
opportunity for the right person.

For a prospectus phone or
Tel/fax +44 (0)1295 680379

After hours
+44 (0) 1295 680592

(This is not a shortcut for immigration
to Australia)

TURKEY - unfair advantage.
A 70m market mass potential.
Whether your buying, selling,
manufacturing your sourcing.

We guarantee results. Prof.
Company can assist you.

Pay on performance.

44 + 181 880 3261 
(24 hr ans/fax).

Canadian supplier
to the outdoor Market seeks

European Distributors.
Waterproof Breathable
Sealed Seam Garments.

Fax: 514-273-2381,
Tel: 514-273-3318:
Export Manager,

S & F Promotions.

START YOUR OWN
IMPORT/EXPORT

AGENCY
No capital or experience req. No risk.
Work from home. Part/Full time.
Advisory service incl. Established
1946. Clients in 120 countries.

Send for FREE Booklet NOW.

WADE WORLD TRADE
Dept 2C34 50 Burnhill Road
Beckenham, Kent, BR3 3LA

Tel: +44 (0) 181 650 0180 (24hrs)
Fax: +44 (0) 181 663 3212

6714

TAX RESIDENCE IN GIBRALTAR

for "High Net Worth Individuals"

The Crown colony of Gibraltar is attracting a growing
number of High Net Worth residents from across the

globe. Find out why.

Contact Sector Corporate Services Limited
P O Box 659, Hadfield House,

Library Street, Gibraltar.
Tel: (+350) 40653   Fax: (+350) 40654

E-Mail carlaw@gibnet.com
(Licensed by Gibraltar Financial Services Commission)

UNLOCK THE SECRETS
OF OFFSHORE COMPANIES AND TAX FREE TRADING

WITH OUR HIGHLY ACCLAIMED FREE GUIDE

Our expert advice and step by step guide will help you to retain tax free profits in discrete tax havens

• Isle of Man • Bahamas • Liberia • Delaware • Channel Islands • British Virgin Islands • Ireland

NW NW

SEE OUR OFFSHORE WEBSITE
www.nationwide-company-services.co.uk.
e-mail: sales@nationwide-company-services.co.uk

NATIONWIDE COMPANY SERVICES LIMITED
SOMERSET HOUSE
TEMPLE STREET
BIRMINGHAM B2 5DN
TEL: +44 (0)121 643 9669
FAX: +44 (0)121 616 1346

NW

OFFSHORE COMPANIES
AND TRUSTS

IN LIECHTENSTEIN
AND WORLDWIDE

Ask for our free information
about company forms in
Liechtenstein and other

offshore places.

Fiduciana
Verwaltungsanstalt

Egon Kaiser, Egerta 53,
POB 2, FL-9496 Balzers

Principality of Liechtenstein
Tel:  +41 – 75-388 02 02
Fax: +41 – 75-388 02 19

E-mail: fiducia@EKVWA.LOL.li

OFFSHORE MANAGEMENT

& INCORPORATION OF

INSURANCE & REINSURANCE

COMPANIES

BAHAMAS CAPTIVE MGT LTD.

West Bay Centre, West Bay Street

Nassau, The Bahamas

Tel: (242) 327-1481

Fax: (242) 327-1482

E-mail:captive@bahamas.net.bs

S&M INTERNATIONAL
TRADE AND FINANCE LTD

Reg.2580413, Delaware USA
invites its share holders to the
annual meeting on 18.6.97 19.00
E.T. USA

On the agenda: 
1. Allocation of 32% dividents
2. Voting on Offshore Bank 

acquisition.
To receive invitation pls. call

44 171 495 3395

BANKING
BANK ACC US/EU/SWISS $350
CREDIT CARD $299, TAX FREE

NO REFERENCES, BANCORP
$2900, COMPANIES + BANK

ACC $1100
S.AM IMMIGRATION

S & M INTERNATIONAL
TRADE AND FINANCE LTD

CALL FROM A FAX  USA +302
996 5825 ENTER PROGRAM 128
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Classified Advertisers
If you are based in the following areas,

please contact YOUR LOCAL REPRESENTATIVE 
to place an advertisement

GERMANY Mognol & Carroll Tel: +49 2633 7187
Fax: +49 2633 95917

EASTERN EUROPE W Atzelsdorfer Tel: +43 7234 87881
Fax: +43 7234 87882

ITALY Milan & North: Tecnoinform Tel: +39 2 48 010643
Fax; +39 2 48 012333

ITALY Central & South: Tel: +39 761 485008
Fax: +39 761 485002

LIECHTENSTEIN: Harald Buhler Tel: +41 75 373 1183
Fax: +41 75 373 3247

SPAIN Cataluna, Aragona, Basque Country: Mike Mulvaney
Telefax: +34 72 3020 84

Andalucia: Joan Davies Tel: +34 5 283 0831
Fax: +34 5 283 1501

REPUBLIC OF IRELAND: John Hendrick
Telefax: +353 (0)21 885 608

SCOTLAND: Peter Bailey tel: +44 (0)131 343 2323
Fax: +44 (0)131 332 8822

FAR EAST: Hutton Media Ltd. Tel: +852 528 9135
Fax: +852 528 9257/9281

USA: Please book direct with London office on
+44 171 418 7878 (tel) +44 171 713 1835 (fax) or

by e-mail on e-mail:101512,3657@compuserve.com.

Car Hire
South West Ireland
Deasy Rent A Car

Cork
Tel +353 21 506744

Fax
+353 21 506624.

AUTHORS
Let Us Publish Your Book

Most subjects considered including
Religion, Biography, Children's

Stories, Poems, Fiction
and First Books.

AVON BOOKS (EU),
1, Dovedale Studios,

465, Battersea Park Road,
London SW11 4LR

NEW AUTHORS
PUBLISH YOUR WORK

ALL SUBJECTS CONSIDERED:
Fiction, non-fiction, biography, 

religious, poetry, children.
AUTHORS WORLDWIDE INVITED.

WRITE OR SEND YOUR MANUSCRIPT TO: 

MINERVA PRESS
2 OLD BROMPTON RD, LONDON SW7 3DQ

1,000 PRETTY GIRLS worldwide
seek friendship/marriage. Ask
for our free colour photo
brochure! Correspondence
Club '70/EU, Box 8177,
Rotterdam, Holland. Internet:
WWW.DATE.NL/EU

We are the European Distributor for Gosen (Japan) and are
actively marketing and selling a complete range of top quality

Gosen Golf products i.e. irons, drivers, clothing, within the
British Isles. We now require exclusive agents in each
European country. With the help of Christy O'Connor
endorsing the equipment, this is a fantastic business

opportunity for life in the golfing circles. A £50K sterling
investment is required to receive £30K in stock and negotiable

contract (no time wasters). There are also exclusive areas
available within the UK with a 10K investment.

Contact (Within UK) Freephone 0800 262678
(Outside UK) + 44 (0) 121 233 0990.

GENERIC CIGARETTES
American blend tobacco, low-
est prices, private labelling
available. FAX USA: 1 (954)
474-3866

GRADE "A" WHITE REFINED
SUGAR S.A. origin, authentic.
FAX USA: 1 (954) 474-3866.

HONDA,SUZUKI ETC Scooters
s/hand 1989-94 from $300
each.Tel/Fax UK(44) (0)1621-
853460

LEVI 501's. Used and New.
Quality jeans direct from the
USA. Fax: 503 628 0749 USA.

MITSUBISHI/TOYOTA 4x4
Lexus saloons,tractors,con-
struction equip ex-
Japan.Telexport trading
T e l : + 4 4 ( 0 ) 1 2 3 3 - 7 5 6 5 6 4
Fax:+44(0)1233-756511

SCOTCH WHISKEY from £9.95
per case also Gin,Vodka,Beer.
Fax:+44 (0)1273 606 924 

To advertise in
THE BUSINESS

DIRECTORY
contact

Vanya Palczewski,
Ian Macpherson or
Lynsey Dixon on

+44 171 418 7878 (tel)
+44 171 713 1835 (fax)

The next
Franchise/
Business

Opportunities
special report is
26th June 1997
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In the chair: Anders Moberg brings the values of thrift and simplicity from his native Swedish region Smaland to the Ikea furniture group

BUSINESS
PORTRAIT

ANDERS
MOBERG

Preacher spreads Ikea’s gospel
PRESSENSBILD
HEN I drove into the car
park of the headquarters
of the Ikea furniture
group, a woman left 

her car to come over and ask me
what I wanted. “You’re not an
Ikea person,” she said accus-
ingly. When I asked how she
knew, she replied: “You’re wear-
ing a tie.” There’s a tight watch
kept on visitors to the Swedish
group’s nerve centre, but the
dress code is loose.

Unencumbered by a necktie,
chief executive Anders Moberg
wears a yellow sweatshirt draped
around his neck to contrast
nicely with a dark shirt and crisp
blue cotton trousers. Moberg
took over the top operations
position at Ikea 11 years ago
when he was just 35, having
joined the company straight from
school. He lacked top-level man-
agerial experience. He says of
the time when Ingvar Kamprad,
the legendary founder of the
group, tapped him for the top
job: “I was stunned. I had liter-
ally never dreamed of such a
thing happening to me.”

One businessman who has
over the years had many dealings
with Ikea says that Moberg
seemed uncomfortable in his
first years as chief executive. “In
the beginning he seemed too
green to head the group,” says
this observer. “He was a very
young-looking 35 and Kamprad
was still in his early 60s. It was
natural that the old boss contin-
ued for a while as Ikea’s real
manager. But gradually, as
Anders proved he could do the
job, Ingvar let him do it.”

Perhaps one of the reasons
Moberg was picked for the top
job is that he comes from the
same town as its founder,
Almhult, in Smaland, and shares
the region’s values, reflected in
the company. Smaland is a rural
south Swedish region renowned
for its tight-fisted, tight-lipped,
canny natives. “When I was a kid
of 14 and had a job at a sawmill,
I used to go to work at 6am,”
Moberg recalls. “I’d see Kamprad
out in his car every morning.”

Thrift and simplicity are now
ingrained in Ikea’s corporate cul-
ture. There is also a touch of the
mystical, and one can’t help
drawing a comparison between
the atmosphere at the company’s
headquarters in Denmark, exiled
there to avoid Sweden’s crippling
corporate tax regime, and a
religious cult. Kamprad’s philos-
ophy is expressed in what he
calls his “testament”. When I
interviewed him, he talked of a
mission to spread what he saw as
proper values. 

Moberg says: “There is a
Smaland in every country, and
our job is to find it.” He speaks
of “sharing our Smaland values
with the rest of the world”. He
means modest and decent living,
but also furniture with clean
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ACROSS
1 Car repairer gives Georgia

anger (6)
4 Judge in turn is taking on male

chauvinism (8)
10 Hurry, with controllers of 

company, to produce 
instrument panel (9)

11 Graduate gets a lot of stick (5)
12 What monk wears at place

where group is found (7)
13 Revolutionary cheer for smoke

(7)
14 Tell story about, say, feudal

Lord (5)
15 Desire of primate to eat cat,

say, put before it (8)
18 Clean bar out, finding a marine

crustacean (8)
20 11th US president with a series

of steps to take (5)
23 Ghost making hard man opt out

(7)
25 A barest potential for being

level (7)
26 Question Greek badly (5)
27 Irreproachable woman with 

success we seized (4-5)
28 Speculate with article on circle’s

increase (8)
29 Priest is prepared to take part in

punishment (6)
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lines and good-looking, func-
tional objects.

When Moberg, now a greying
47, joined Ikea, the group had
only half-a-dozen branches,
employing fewer than a thousand
people. In 1974 the company
sent Moberg abroad to set up
branches in Switzerland and then
Germany. “It was a good thing I
knew something about construc-
tion because a lot of the deci-
sions about store building fell on
me,” he says. In 1984, two years
before he took the top post, Ikea
had 66 stores in 17 countries
and a turnover of $1.6 billion. By
1994, with Moberg eight years
into the job, the group had 120
outlets in 25 countries and was
showing a $5bn gross. By the
end of last year, there were 136
stores in 28 countries around the
world. The workforce numbered
33,400.

Ikea, a privately held com-
pany, does not issue financial
statements, but Moberg reveals
that the Ikea group of companies
had a turnover last year of
$5.8bn. “I tell managers how
we’re doing. I can even tell you
that we had a healthy profit last
year and are expecting another
one in 1997,” he grins. 

That is good news for Ingka
Holding, a Dutch entity which
owns all Ikea shares. In turn, all
of Ingka Holding’s shares are
owned by Stichting Ingka
Foundation, a Netherlands trust.
Notwithstanding his occasional
disclaimers, it seems clear that
Kamprad controls the trust.

Moberg contends that neither
he nor the organisation suffers
from a lack of input from the
share market. He is delighted
that he “can make long-term
decisions without having to jus-
tify them to people who need
immediate profits”. He feels he
gets splendid advice and direc-
tion from the Ingka board, a
body that includes, besides
Kamprad, Hennes & Mauritz
chief executive Stefan Persson,
Jan Carlsson, vice-president at
Tetrapak, retired businessman
Per Lindblad, Jan Ekman, vice
chairman at Handlesbanken,
Hakan Frisinger the newly
appinted Volvo chairman, and
Kamprad’s brother-in-law, Hans
Goran Stennert.

Moberg says he and Kamprad
have a close business relation-
ship and are personal friends. In
1995, Ikanokoncernen, another
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Dutch holding company con-
trolled by the Kamprad family,
bought Habitat, the UK furniture
and houseware chain, from
Terence Conran. The enterprises
have no direct connection.
Moberg says, laughing: “Trust
him to go out and buy a business
for me to compete with!” 

The two men travel a lot
together. “Recently we took the
train, second class of course,
from Paris to Lille and spent a
lot of time looking for the
French version of a real Ikea
customer,” said Moberg. Ikea has
not been such a success in
France as elsewhere. One criti-
cism of the group is that it does
not listen enough to the local
market, a fault that set it on a
shaky start in the US, too,
although it has adapted to the
American market now. 

In line with its thrifty reputa-
tion, Ikea executives travel mod-
estly. Economy fares and two- or
three-star hotels are mandatory.
Ostentation is out, and staying in
touch with the thoughts and
desires of ordinary folk is a pre-
occupation. The Ikea manage-
ment sees market and customer
research as a function not to be
delegated to third parties.

Ikea has a populist, almost
communal atmosphere. Employ-
ees are referred to as “co-work-
ers”. The workforce and that part
of the client group that joins a
customer club is referred to as
“the Ikea family”. When Kamprad
wants to express his inner
thoughts, he communicates them
in epistles to “the Family”.

Again, Moberg speaks of self-
reliant Ikea employees who are
encouraged to take initiative.
“We like to give our co-workers a
lot of responsibility and a chance
to fulfil individual potential.
Personalities and talents flower
within our group.”

HE group brings foreign
employees to Smaland to
train and get the feel of the
operation. Ikea is still in

spirit a Swedish business,
although Kamprad long ago
moved it out of the country.
Recently, the group’s purchasing
chief suggested that Ikea might
help create Swedish jobs by com-
missioning more furniture from
domestic producers. Asked for a
comment, Moberg says that Ikea
exports a great deal more of the
furniture it has produced in
Sweden than it sells there. He
points out that Sweden exports
80 per cent of its sawn wood,
and “that means something has
to be wrong with the furniture-
making environment. Denmark,
which has no wood, exports
more furniture than Sweden”. 

And what about the threats by
Swedish companies to quit the
country? Moberg says he has no
comment, that every case is dif-
ferent. He adds: “But I would
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Moberg is married and has

three children: a son, 17, and
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family lives in Denmark. His wife
is half-German, half-Norwegian.
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ish, English, French and German
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MAG YELO
so much these days that he
prefers to spend his spare time
with his family. “We ski a lot,” he
says, “and laugh and walk in the
woods.” He says his son works
part-time at the Ikea branch in
Gentofte, near Copenhagen
because “I don’t believe in giving
kids a free ride with money”.

Moberg says his long-term
strategy has three elements. The
most important is to improve
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U    REV BLK
service for the current customer
group, which means expanding
and improving existing units.
The second is to expand in mar-
kets in which Ikea already finds
itself, primarily in Europe. Least
important, as Moberg sees it, is
development of new markets.

He adds: “We are still really a
very small operator. Last year,
we had 126.5 million visitors to
our stores. That’s about one per
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West leads the two
hearts to the seven, your 
and declarer’s nine. How
you plan the defence?

You have four obvio
tricks and need two mo
What do you know ab
West’s heart holding?

With only one heart m
ing, the king, you can 
partner has led a singleto
he would have led the 
card with a doublet
Therefore you can get o
more trick by giving part
a heart ruff.
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848 7.037 6.255 2.345 2.087 0.044 18.06 7.148 1.705 0.
421 20.64 18.34 6.876 6.121 0.130 52.96 20.96 5.002 0.

- 3.807 3.384 1.268 1.129 0.024 9.769 3.867 0.923 0.
263 - 0.889 0.333 0.297 0.006 2.566 1.016 0.242 0.
296 1.125 - 0.375 0.334 0.007 2.887 1.143 0.273 0.
788 3.001 2.668 - 0.890 0.019 7.701 3.049 0.727 0.
886 3.371 2.997 1.123 - 0.021 8.651 3.424 0.817 0.
.85 159.3 141.6 53.09 47.26 - 408.9 161.9 38.62 1.
102 0.390 0.346 0.130 0.116 0.002 - 0.396 0.094 0.
8.6 984.5 875.1 328.0 292.0 6.178 2526 - 238.6 9.

084 4.126 3.668 1.375 1.224 0.026 10.59 4.191 - 0.
.55 101.1 89.85 33.68 29.98 0.634 259.4 102.7 24.50
.20 84.51 75.12 28.16 25.07 0.530 216.9 85.84 20.48 0.
185 4.513 4.011 1.504 1.339 0.028 11.58 4.584 1.094 0.
218 0.829 0.737 0.276 0.246 0.005 2.127 0.842 0.201 0.
093 0.355 0.315 0.118 0.105 0.002 0.910 0.360 0.086 0.
152 0.580 0.516 0.193 0.172 0.004 1.489 0.589 0.141 0.
.64 67.14 59.68 22.37 19.92 0.421 172.3 68.20 16.27 0.
210 0.799 0.710 0.266 0.237 0.005 2.049 0.811 0.194 0.
135 0.513 0.456 0.171 0.152 0.003 1.315 0.521 0.124 0.

mes End 

South
1

cent of the world’s population.
I’d like to see us improve that
relationship.” When I remarked
that talk of percentage of global
population sounds more like a
church than a retail organisation,
Moberg grinned and said:
“maybe”. Asked if he is
Kamprad’s prophet, he shook his
head and laughed very hard.

Hale Richards
If West can contribute
another trick, the contract
will fall, but suppose he can-
not. Are you able to take one
more trick? Yes, probably, a
diamond ruff.

The correct sequence of
play is to cash your top dia-
monds and then lead a heart
for partner to ruff.
Hopefully he will return a
diamond for you to ruff and,
provided declarer cannot
over-ruff, you will defeat the
contract.

There are three reasons
why West should return a
diamond. Can you list them?

Cashing the top dia-
monds, thus promoting
dummy’s queen, makes no
sense unless East has a dou-
bleton. 

East should lead the kind
and follow with the ace of
diamonds, which systemati-
cally shows a doubleton.

East should return the
eight of hearts for West to
ruff – a McKenney signal
asking for the return of the
higher ranking, non-trump
suit.

David Parry
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070 0.083 1.559 8.491 19.85 12.13 0.105 8.812 13.73
204 0.244 4.573 24.90 58.20 35.57 0.307 25.84 40.26
038 0.045 0.844 4.594 10.74 6.562 0.057 4.767 7.427
010 0.012 0.222 1.207 2.820 1.724 0.015 1.252 1.951
011 0.013 0.249 1.357 3.173 1.939 0.017 1.409 2.195
030 0.036 0.665 3.621 8.465 5.173 0.045 3.758 5.855
033 0.040 0.747 4.068 9.508 5.811 0.050 4.221 6.577
576 1.885 35.31 192.3 449.4 274.6 2.373 199.5 310.9
004 0.005 0.086 0.470 1.099 0.672 0.006 0.488 0.760
739 11.65 218.2 1188 2777 1697 14.66 1233 1921
041 0.049 0.914 4.978 11.64 7.112 0.061 5.167 8.049

- 1.196 22.40 122.0 285.1 174.2 1.506 126.6 197.2
836 - 18.73 102.0 238.4 145.7 1.259 105.8 164.9
045 0.053 - 5.445 12.73 7.778 0.067 5.651 8.804
008 0.010 0.184 - 2.338 1.429 0.012 1.038 1.617
004 0.004 0.079 0.428 - 0.611 0.005 0.444 0.692
006 0.007 0.129 0.700 1.636 - 0.009 0.726 1.132
664 0.794 14.88 81.01 189.4 115.7 - 84.08 131.0
008 0.009 0.177 0.964 2.252 1.376 0.012 - 1.560
005 0.006 0.114 0.618 1.446 0.884 0.008 0.642 -
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