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Albania slides
towards abyss

Struggle to break Hollywood dominance

Euro-markets face big
Only the fittest banks
will survive revolution

 THE BOND MARKET AFTER EMU EUROMARKET LEAD MANAGERS
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1 Merrill Lynch (US) 29,109.25
2 Deutsche Morgan Grenfell (Germany) 24,207.20
3 Goldman Sachs (US) 24,193.35
4 Credit Suisse First Boston (Switz) 24,098.15
5 JP Morgan (US) 23,800.37
6 SBC Warburg (Switz) 23,715.00
7 Morgan Stanley (US) 17,563.73
8 ABN AMRO Hoare Govett (Nether) 15,830.17
9 Commerzbank (Germany) 14,784.41
10 Lehman Brothers (US) 14,344.13

Total from 1 Jan to 25 June 1997 455,049.34
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Riding shotgun: an Italian soldier accompanies observers in a helicopter mission over the town of Korce. The troops are guarding observers sent to Albania to ensure free and fair elections

DIMITRI MESSINIS

oo
AS ALBANIA stumbles
towards elections designed
to end political strife and
armed rebellion, there are
growing fears that the ballot
will merely usher in more
violence. 

The 6,000-strong Italian-
led European military force
was on full alert this week to
protect 500 observers from
the Organisation for Sec-
urity and Co-operation in
Europe (OSCE), there to
monitor polling stations to
ensure free elections.

Tension increased as
Greek troops shot dead an
Albanian gunman, and
Italian troops called in sup-
port from a helicopter unit
after a convoy guarding
OSCE staff was attacked by
30 armed gangsters.

Although the European
force – mainly troops from
Italy, Greece, France and
Romania – has a mandate
preventing it from siding
with any of the groups con-
tending for power, in the
unstable gun culture now
ba
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prevalent the troops could
easily become a target. The
Italian government has said
it would favour troop with-
drawal if widespread fight-
ing erupted in Albania.

Albania’s president, Sali
Berisha, head of the ruling
right-wing Democratic
Party, fended off calls for
his resignation last March
and managed to restore
order in the capital, Tirana,
and a semblance of calm in
the country, by promising
early parliamentary polls for
29 June. In the mixed first-
past-the-post and propor-
tional representation vote,
those candidates failing to
win by gaining at least half
the vote will contest run-off
elections the week after. 

Most Albanians want a
sensible outcome to the
elections and for peace, sta-
bility and a start made to

Continued on page 2
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ILMAR KOPPER, the former
chairman of Deutsche Bank,
bluntly characterises the com-
ing fight for control of Europe’s

financial markets as “Europe’s big
bang”. 

Klaus Friedrich, the chief economist
of Dresdner Bank in Frankfurt, is even
more apocalyptic: “Europe’s capital
markets and banks are going to experi-
ence a greater change than at any time
in the past 200 years.” 

The driving force behind this coming
revolution is the prospect of the single
European currency. Among the sweep-
ing changes expected in its wake are: 
• a reduction by a quarter in the num-
ber of banks in Europe
• a doubling in size of the continental
stock exchanges
• the emergence of an American-style
corporate bond market 
• and a head-on battle between
London, Paris and Frankfurt to
become the trading centre of the new
Europe. 

Most of these are changes will hap-
pen even if Europe fails to adopt a sin-
gle currency in 1999. But a successful
introduction of the euro will dramati-
cally accelerate the transformation of
Europe’s capital markets.

Many European banks face merger,
takeover or extinction. In the words of
one United States banking chief execu-
tive: “The capital markets is a big boy’s
game for big boys.” 

If the experience of Britain is any-
thing to go by, such as the dashed
ambitions of Warburgs, the problems
at NatWest Markets and Barclays de
Zoete Wedd (BZW), the takeover of all
but one of the merchant banks, the

H
 Adrian Hamilton reports from
the financial capitals of Europe

losses at Barings and Morgan Grenfell,
then it is a game in which European
banks will struggle to survive.

As with London’s big bang a decade
ago, there will be a dismantling of
restrictive regulations which have pro-
tected national financial markets for
more than a century. It will be driven
partly by single-market legislation from
Brussels but also by the rapid globali-
sation of financial markets.

The introduction of the euro will cre-
ate a new debt market in the single
currency to rival the US bond market.
It will change the cosy relationship
between finance and industry on the
continent, all at a time when the slew
of privatisations throughout Europe is
already encouraging interest in its
underdeveloped equity markets. 

Companies are also waking up to the
fact that there are cheaper sources of
finance than banks. “It’s perfectly sim-
ple,” says the chairman of a medium-
sized hotel company in London. “The
best we can get out of the banks is a
loan at one-and-a-half points over base
rate. If we are prepared to issue a size-
able bond we can get it at a half point.”

British bankers are still coming to
terms with their own big bang, which
removed artificial barriers between
stockbrokers and jobbers, allowed
banks to sell mortgages and let build-
ing societies become banks. Ten years
later, Schroders is the country’s only
independent merchant bank. The rest
have been snapped up  either by US or
European competitors. The other
remaining merchant banks, such as
NatWest and BZW, are struggling to
compete against the global players.
Only their relationship with their large
commercial banking parents which
keeps them out of reach of predators.

While banks in Europe are set to
lose some of their traditional business,
they are also keen to move some of
their loans off their own balance sheets
to maintain the quality of their asset
base. “What we are seeing is the logical
outcome of the single market,” argues
Herschel Post, the American banker
who is head of Coutts, the National
Westminster subsidiary famous for
being Queen Elizabeth’s bank.
“Companies are no longer seen in
terms of their importance in a country
but their ability to compete right
across Europe and the globe. And that
means they can look to, but must also
appeal to, international investment
scrutiny.” 

Some idea of the scale of this change
can be seen from the fact that, while
Britain has a stock market capitalisa-
tion of 175 per cent of gross domestic
product, France and Germany scrape
by on 41 per cent and 36 per cent
respectively.

“On the criteria of Morgan Stanley’s
index of emerging markets, Europe is
an emerging market on a par with
Latin America,” points out Bernard
Asher, the chairman of James Capel,
HSBC’s securities house. If France,
Germany and the rest of continental
Europe were to increase their capitali-
sation rates close to Britain’s, there
would be a bigger growth in the finan-
cial markets of Europe than in all of
the Asian tigers combined. 

“Even if it took 20 years to happen,”
says John Llewellyn, the chief econo-
mist of Lehman Brothers in London
and a former head of economics at the
Organisation for Economic Co-opera-
tion and Development, “it would mean
that Europe would be issuing more
corporate bonds than the US did in the
second half of last year, itself a record.”

Add together all the annual bond
markets of Europe and you get a total
market that is approaching the size of
America’s. A study by Bayerische
Vereinsbank in Munich suggests that
the arrival of the euro could create a
reserve currency and a bond and
equity market of unique international
investment interest – and even more so
if Britain decides to join. 

T IS this which is exciting bankers
and European governments. They
see a world in which a European
single currency has the the clout of

the US dollar. But others fear Europe
may instead lurch into an open
American-style market system in which
its own institutions fail and US invest-
ment houses rule the roost. 

If it comes to that, there will be only
one winner. “Remember,” says a
British merchant banker ruefully, “cap-
ital markets are duck soup to the
Americans. Look what they did to us.” 

The strength of US financial institu-
tions is the ability to sell debt or equity
via their retail or institutional net-
works. While British merchant banks
can structure deals, they do not have
the same level of distribution.

Whether the dominating banks are
American, British or German, there
will still be an intense struggle between
the trading centres of Europe for the
business, particularly between London,
Frankfurt and Paris. European eco-
nomic and monetary union (EMU) is

I

only part of this process. Even without
it, Europe’s financial system faces radi-
cal change. The growing costs of wel-
fare and pensions provision is already
forcing France, Germany and others to
move from traditional state to private
pension plans. The pressure to reduce
government deficits before the start of
EMU is another factor. 

“Fiscal orthodoxy has become a
more constricting discipline than the
gold standard,” comments Sir Peter
Middleton, the chairman of BZW and a
former permanent secretary of the
British Treasury.

The scale of change will depend on
how many countries join the new cur-
rency market at the outset. “With
everybody in Europe joining, we could
be talking about a debt market that is
nearly a third of the world’s total,” says
Hermann Remsperger, the chief econo-
mist of BHF Bank in Germany. “But if
it excludes south European countries
and Britain, then it will be less than 20
per cent.” 

Italy is the biggest single sovereign
debt market in Europe, thanks to years
of massive government borrowing.
Whether it will be part of the first wave
is still uncertain, although markets are
betting on its admission. But even if
Italy does join the euro club that still
leaves out London, which at the
moment forms the natural financial
capital of the region; dominates the
foreign exchange market; accounts for
the largest portion of equity and deriv-
atives trading; and hosts the European
headquarters and trading desks of
most of the major American, Japanese
and other global banks, including two
of the three big German banks.

Can London’s natural dominance
survive exclusion from the single cur-
rency? “London has all the critical
mass,” says Jack Wigglesworth, the
chairman of London’s International
Financial Futures and Options Exch-
ange (Liffe). “The people are here, the 

Continued on page 2
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dawn of a new era.
THE European Commission
is poised to take action
against the company which
distributes films for three of
Hollywood’s biggest studios
following a four-year investi-
gation into whether it oper-
ates as a cartel.

Paramount, MGM and
MCA pool their resources as
United International Pictures
(UIP) in order to distribute
their films outside the united
states. This year’s UIP
releases include The Saint,
the Jurassic Park sequel
The Lost World, and the
James Bond film Tomorrow
Never Dies. The company
has long been the bête noire
of strong supporters of the
European film industry,
Hilary Clarke
LONDON

especially in France. They
blame the company’s firm
grip on the distribution proc-
ess for the poor perform-
ance of European films in
the continent’s cinemas.
Hollywood movies account
for between 80 and 90 per
cent of box-office receipts in
Europe. The EU’s trade
deficit with the US in the
film business is estimated at
$2.5bn, a figure which rises
to $4bn when television and
video enter the equation.  

Senior sources in Brussels
said Commission anti-trust
officials have now gathered
enough evidence to prove
that UIP engaged in a
number of anti-competitive
practices. This proof has

Showing everywhere: a scene from UIP’s The Lost World

enabled Brussels to put a
stop to any renewal of UIP’s
1989 exemption from the
EU’s anti-trust regulations. 
Although the sources did
not specify what the Comm-
ission had revealed, UIP has
been accused of engaging in
what is known as block
booking, whereby it forces
cinemas to show a package
of films or risk losing the
money-spinning Hollywood
blockbusters. In July of last
year Commission officials
swooped on the London
offices of UIP at dawn,
searching for evidence back-
ing the block-booking accu-
sations. UIP has consistently
denied the allegations. 

The Commission is
expected to make its find-
ings public before the sum-
mer recess in the form of a

Continued on page 2
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Honeymoon is over for Jospin 
France’s premier is in
trouble, writes Anne-

Elisabeth Moutet 

Tension rises in Albania

Stoiber laps
up anti-euro
sentiments

The Munich populist
has Kohl on the ropes,
writes Tony Paterson

Family misfortunes: crowds march on the National Assembly in Paris to protest at the government’s announcement of means testing family allowances

UIP’s final reel

JACK GUEZ
INSIDE an enormous tent, a
Lederhosen-clad Bavarian
oompah band began thump-
ing out a welcome anthem
and the thousand-strong
crowd of farmers and blue-
collar workers put down
their litre-sized beer glasses
and rose to their feet to clap
in rhythmic unison. 

The Bavarian inhabitants
of the nondescript town of
Fürstenfeldbruck had turned
out in force on a grey night
to hear their state prime
minister, Edmund Stoiber,
mount a verbal assault on
the current holy grail of
Bonn politics: the euro.

“Seventy per cent of the
people in this country are
sceptical about the single
currency. We face the
prospect of a marriage in
which there is absolutely no
chance of a divorce,” Stoiber
said. “The euro threatens to
turn into a weak mish-mash
of lira, pesetas, escudos and
the mark. If necessary it
must be postponed.”

In the beleaguered world
of Chancellor Helmut Kohl,
where the merest criticism
of EMU is seen as blas-
phemy, such a damning
indictment might be expe-
cted from Eurosceptics in
the opposition Social Demo-
cratic Party. What has
enraged Kohl is the fact that
this kind of euro-heresy is
coming from a leading mem-
ber of the chancellor’s nor-
mally faithful coalition part-
ners in Bonn – the Christian
Social Union (CSU), which
calls itself the Bavarian
sister party to Kohl’s
Christian Democrats (CDU).

In the beer tent, Stoiber’s
reception – loud bursts of
cheering through a two-hour
peroration – betrays the
deep unease of most Ger-
mans to the idea of swap-
ping their prized marks for
an untried euro.

As CSU prime minister of
Germany’s largest and most
successful state, Stoiber’s
political  weight is only
second to that of the CSU’s
leader, the controversial
Bonn finance minister, Theo
Waigel, who matches Kohl
in his ambition to see the
euro realised on time. 

But Stoiber’s strident
campaigning has managed
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to put the Kohl-Waigel EMU
policy in an impossible
predicament. Every banker
and economist in Germany
seems now to be predicting
that Bonn will fail to meet
the three per cent of GDP
deficit target laid down for
the single currency.

Waigel is under pressure
from Kohl to reiterate that
Germany will press ahead
with the project anyway. But
as soon as he does so,
Waigel is attacked by
Stoiber for suggesting that
the EMU timetable could
take precedence over rigid
adherence to the criteria.

With the confrontation
now open, Kohl is out for
revenge. Describing the
Bavarian leader as “this
Munich populist”, Kohl told
aides during last week’s
Amsterdam European sum-
mit: “This cannot go on.
Now he is going to get his
come-uppance.” Stoiber
retorted by declaring: “The
federal chancellor has no
right whatsoever to issue
directions to the Bavarian
prime minister.”

The row demonstrates the
extent to which regional pol-
itics can exert a powerful
influence on national policy
in a federal state like Ger-
many. Stoiber makes little
secret of the fact that he
would like to replace Kohl
as leader of Germany’s con-
servative coalition after
1998. But he must first face
Bavarian elections in Sept-
ember next year,  a month
before a general election.

Since the end of the
Second World War, the CSU
has ruled Bavaria as almost
a one-party state. But the
party’s impregnable position
is now under threat from a
broad spectrum of green
and far-right fringe parties
and so-called “free voter
groups” which could rob the
party of its hold on power. 

The prospect of a poll
defeat may explain why
Stoiber has become increas-
ingly Eurosceptic.
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S IS EUROPE
HERE are no long
honeymoons in French
politics. The new
Socialist government

hit trouble straight away as it
tried to put into effect its
first money-saving measure.

As Lionel Jospin, the
Prime Minister, announced
that the traditionally gener-
ous family allowances would
be means-tested and with-
drawn from any family with
a monthly income above
Ffr25,000 ($4,275), there
was uproar.

Hundreds of parents and
children took to the streets
around the National Assem-
bly claiming the government
had acted without consulta-
tion and was betraying fami-
lies. Gaullist opposition
politicians gleefully leapt on
the bandwagon, accusing
Jospin of an attack on the
middle classes.

The action was reminis-
cent of some of the worst
public opposition to Jospin’s
unpopular Gaullist predeces-
sor, Alain Juppé. It raised
early on the question of how
Jospin would manage to
“reallocate the state’s res-
ources”, as he promised he
would, rather than increase
spending to pay for the
reforms made during the
campaign.  

The Bank of France gover-
nor, Jean-Claude Trichet,
weighed in this week with a
warning as he presented the
bank’s annual report. He
cautioned that “controlling
public spending and reduc-
ing public deficits is indis-
pensable in 1997 as it is in
the medium term”, adding
that payroll deductions to
fund the welfare system were
too high.

Trichet also stressed that
the French government had
to reduce “progressively and
substantially” public spend-
ing. “The success of this
strategy supposes a commit-
ment to fundamental ref-
orms,” he said. Structural
reforms, he added, were vital
to ensure that growth
created much needed jobs.

None of this accords with
what Jospin was elected to
do. The new government has

T
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instead announced a four
per cent increase in the
minimum wage from 1 July,
new spending measures for
low-income families and ren-
ovations to public housing,
estimated to cost at least
Ffr10bn ($40m) this year.
According to some, it will
cost a great deal more: the
former prime minister,
Edouard Balladur, has talked
of a potential Ffr50bn bill.

The finance minister,
Dominique Strauss-Kahn,
maintains that the govern-
ment does not intend to
increase the 1997 budget
deficit. Extra spending will
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be matched by savings else-
where. But he seemed to be
preparing the way for a pos-
sible slippage in the govern-
ment’s goals when he said
on 24 June that the audit of
public finances called for by
the new government was
likely to show that the previ-
ous government had wors-
ened the public deficit in the
first quarter of the year.

Many economists are
already forecasting that the
French public deficit, far
from approaching the Maas-
tricht single currency crite-
rion of three per cent of
GDP, will be closer to four.
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Jospin is caught between a
rock and a hard place.
During his election cam-
paign he ruled out further
austerity measures to cut
this year’s deficit. In the past
six French elections, the
incumbent government was
unseated because voters felt
they had been lied to. Jospin
and his team are painfully
aware that they are under
scrutiny by an increasingly
discontented and demanding
electorate.

One solution to his prob-
lems may be to follow an old
Mitterrand piece of advice:
“Give time to time.” Many of
Malaysia...........................................S$ 7.0
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the reforms promised by the
Socialists will only be exam-
ined in the autumn. These
include a possible reduction
in VAT and a major talks to
reduce the working week to
35 hours from 39, a measure
strongly opposed by the
employers union, CNPF,
even though there have been
noises from the employment
minister, Martine Aubry, that
this would be compensated
by lowering employers’
social levies.

The results of the much-
touted audit of France’s
state finances should be pub-
lished by 21 July, but the
0
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floor of the
Liffe. London
retains the
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for the time
being but
faces a stern
test from the
Matif in Paris
and the
Deutsche
Terminbörse
in Frankfurt
new budget amendment
decrees are only planned to
be passed in September.

Does Jospin have enough
time? Many of Juppé’s later
problems were ascribed to
his delaying tough decisions,
most notably on social secu-
rity reform, until the autumn
of 1995. Jospin may find out
he has used up all his good
credit too soon.

Significantly, Juppé’s
nemesis, Marc Blondel,
leader of the Force Ouvrière
trade union, has started
attacking Jospin on the fam-
ily allowances decision.
Squaring the circle: page 9
Continued from page 1
economic rebuilding, with
promised EU help. But “sen-
sible” has not been the right
description of Albanian poli-
tics for most of this century.
Nobody dismisses the possi-
bility of fresh violence in a
country where for many the
last valuable personal pos-
session is a machine-gun.

The acrimonious election
campaign has been punctu-
ated by violence and death.
The main rivals are the
Democratic Party and the
Socialists, largely comprised
of former communists who
ruled the country as a
Stalinist dictatorship for 40
years and kept Albania iso-
lated from the world. 

As part of the deal to
restore order, Berisha
agreed to make a Socialist,
Bashkim Fino, prime minis-
ter. He also ordered the
release from prison of the
Socialist Party chief, Fatos
Nano, who was serving a
sentence for corruption. 

But the three men have
found it impossible to work
together. In the run-up to
the ballot around a dozen
people a day were dying in
shoot-outs, and Berisha sur-
vived two assassination
attempts. An Italian-brokered
pact a week before the poll,
in which the political parties
agreed to abide by the elec-
tion result, left many ques-
tions unanswered. 

Until the violence earlier
this year, triggered by the
collapse of pyramid invest-
ment schemes, Berisha had
enjoyed the support of west-
ern powers who hailed him
as the man bringing democ-
racy and a market economy
to Europe’s most benighted
country. He still feels, per-
haps erroneously, that the
West supports him. 

It is clear that the
Democratic Party does not
intend to relinquish power
easily. In parliamentary elec-
tions last year they were
accused by international and
domestic observers of ballot
fraud that gave them a land-
slide victory. Ironically, they
now reserve the right to call
“foul” in these elections,
perhaps not without cause. 

Like the Democratic
Party, the Socialists too say
their priority will be to
restore law and order to the
south and collect the esti-
mated 250,000 machine-
guns looted earlier this year.
Pandeli Majko, an MP and
member of the Socialist
Party’s ruling body, said:
“The elections are very
problematical and emotions
are running high. But most
Albanians know that if they
miss this opportunity to nor-
malise the situation, then it
will be a national tragedy
with very long-term conse-
quences.” 

If the Socialists do not tri-
umph in the south, the coun-
try is likely again to be
plunged into armed insur-
rection and a flood of illegal
immigrants to Italy and
Greece. A conflict-ridden
Albania could destabilise the
fragile peace in neighbour-
ing former Yugoslavia and
could draw other countries,
including Greece and
Turkey, into confrontation. 

Tony Welch, the Briton
co-ordinating OSCE poll
monitoring, said the elec-
tions were flawed from the
start. Just days before the
poll the OSCE wrestled with
problems such as getting
full candidate lists, setting
up 4,500 polling stations,
distribution of guaranteed
seats to minority parties and
changing Sunday’s balloting
time to end before dark for
safety reasons. 
German
freeze on
Schengen
GERMANY has blocked
the full entry of Italy,
Austria and Greece to
Europe’s frontier-free
Schengen area, write
Sandra Smith and
Chris Endean.

They were refused
full membership of the
Schengen accord at a
meeting of the execu-
tive committee in Lis-
bon on 24 June. There
are concerns by mem-
ber states, particularly
Germany and France,
that these states have
not fulfilled all the
necessary criteria for
full membership. 

Germany has reser-
vations about lax con-
trols in Austria and
Italy, and fears that if
its border with Austria
is dismantled it could
lead to an influx of
illegal immigrants. 

It has questioned
Austria’s ability to
police its borders with
the Czech Republic,
Slovakia, Hungary,
Slovenia, Italy and
Switzerland. 
Continued from page 1
statement of objections,
which UIP will be able to
refute at a later date. 

Earlier this year the
Commission broke up UIP’s
separate pay-television oper-
ation by ruling that EU
broadcasters had to negoti-
ate separately with each of
the three studios. A negative
ruling on the theatrical dis-
tribution sector of UIP’s
business could spell the end
of the company’s 27-year
operation in Europe.

Ironically, the Commiss-
ion’s decision will come just
as UIP’s European rivals
start to reshape their distrib-
ution business to cover the
whole of Europe, rather than
isolated markets, thereby
mirroring UIP’s pooling strat-
egy. Last month France’s
Canal Plus and Pathé said
they were setting up a net-
work to allow for the distrib-
ution of European films pro-
duced or acquired by the
two companies, as well as
those acquired abroad. It
allows the joint venture to
buy Europe-wide rights for
films. The network will bring
together five distributors
from France (AMLF), Brit-
ain (Guild Pathé), Germany
(Tobis), Spain (Sogepaq)
and Italy (Cecchi Gori). 

“We want to capitalise on
the revival of the industry in
each country,” said Vincent
Grimond, Canal Plus’s vice-
president. “We have taken a
comprehensive approach
because in this business you
have to be integrated.”

PolyGram of the Nether-
lands has started a pan-
European film distribution
network – in France and the
Benelux countries – via an
acquisition and through a
joint venture in Spain. The
company has begun distrib-
ution in Germany and plans
to launch in the US. Poly-
Gram boasts between five
and ten per cent of the EU
market, compared to UIP’s
20 per cent. “There are too
many big films chasing too
few screens,” said Stewart
Till, president of PolyGram’s
international division. 

But the industry is divided
over whether a clampdown
on UIP would boost home-
grown films. “Because film-
makers are so big they are
not aggressive in terms of
pursuing independent films,
compared with Hollywood
companies such as Fox and
Disney,” said one insider. 
vival

Continued from page 1
skills and the trading floors. We
have the right regulatory and tax
environment and the language of
finance. No one can challenge that.”

That view is shared by the Bank
of England, which had hoped to
lead Europe as the supervisor of
the banking institutions before
Gordon Brown, the chancellor,
split its functions between regula-
tion and central banking. In today’s
world of instant communications,
London has no automatic right to
remain Europe’s financial centre.
But it will take a lot to dislodge it.

“We can move the place we
trade almost overnight,” argues
Andreas Gautsch, the head of capi-
tal markets trading at Commerz-
bank in Frankfurt. “What really
matters is cost.” A battle has long
raged between Liffe in London and
its rival futures markets, the
Marche à terme International de
France (Matif) and the Deutsche
Terminbörse. For the moment,
Liffe retains the upper hand. More
futures in Bunds, or German gov-
ernment bonds, are traded in
London than in Frankfurt.

London’s strength is its experi-
ence. “Even if Britain does not join
a single currency,” says a director
at JP Morgan in New York, “it
would still remain the place where
most of the global business, partic-
ularly foreign exchange and sec-
ondary trading in debt, takes place.”

Even the French are forced to
admit that London has its advan-
tages. “The euro means a radical
change from calculating risk in
terms of exchange risk to the
underlying credit risk of each
offering, and that is something
that the Anglo-Saxons are used to,”
admits Xavier Debonneuil, the
economics director at Société
Générale in Paris. Like it or not
(and the French do not), the lan-
guage of finance is English and
London is the global financial cen-
tre of Europe. It will still have to
fight to keep its position in the
trading of sovereign and corporate
bonds denominated in euro. The
French are determined to use
Britain’s reluctance to join a single
currency to restrict its access to
the settlements system for the
euro. Even the German authorities,
who are more sympathetic to the
British, feel it will be difficult to
stop the French on that score.
The markets are trying to work

out which institutions will prosper
from the changes. The US experi-
enced its own big bang in the
1970s. “On the American experi-
ence,” says Randy Sandstrom,
vice-president for credit strategy at
Morgan Stanley in London, “it is
the very big and the small niche
players who survive. The medium-
sized ones go to the wall.” 

In the US the number of banks
fell from 15,000 to 9,000. In the
EU there are 2,955 commercial
banks, but with savings and co-
operative banks the total is closer
to 10,000. Most of continental
Europe is overbanked by inter-
national standards. 

Chancellor Kohl and President
Chirac, even Britain’s Euroscep-
tics, see EMU as a political argu-
ment. For the banking industry, it
is a question of life or death.
Tunisia .............................................Td 3.75
UAE .............................................Dirh 16.00
USA .....................................................$3.00
Canada................................................$3.50
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China beckons European business

Gleaming trophy: as international representatives converge on Hong Kong for the handover, the market is bullish. Business analysts believe threats to civil liberties will not hamper trade

As Britain bows out,
Roman Rollnick and
Matthew Born find
that trade prospects

are brighter than ever
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HEIR politicians may
be worried, but Euro-
pean business people
are viewing the immi-

nent return of Hong Kong to
China with equanimity.
Fuelled by an influx of main-
land money, the island’s
property market is booming
while its stock market is
soaring to record highs.
Survey after survey of busi-
ness sentiment indicates
that a bullish wind is blow-
ing through Central, Hong
Kong’s financial district. 

“It will be business as
usual after 1 July,” says
Thierry Dana, France’s
new consul-general. “Busi-
ness as usual,” says David
Eldon, chief executive of
Hongkong & Shanghai Bank.
“Business is even better than
usual,” says Peter Sutch,
chairman of Swire Group. 

Their confidence is based
on a simple distinction
between civil rights and eco-
nomic health. China may
have a less than liberal
record when it comes to the
former, but so has Singa-
pore, one of the original
Asian tigers.  

“I don’t think human
rights and business are
related,” says Hans Schlai-
kier, director of Jebsen and
Co and chairman of the
Danish Business Assoc-
iation. “Changes to civil lib-
erties are of minor impor-
tance to business.”

According to a recent poll
by the Far Eastern Econ-
omic Review, while 91 per
cent of Hong Kong execu-
tives were critical of plans to
curtail civil liberties in the
colony, 77 per cent said it
would not make much differ-
ence to economic activity.

In fact, one school of
thought in Central argues
that the handover may sig-
nal the end of an unwelcome
politicisation of Hong
Kong’s affairs. As the
departing British governor,
Chris Patten, discovered
when he irritated the
Chinese over last-ditch
democratic reforms, Hong
Kong business people are in
the end more interested in
free markets than free votes.
Patten’s “meddling” was
looked upon almost as dimly
in Central as in Beijing. 

T
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Many in the district will
agree with Henry Tang,
chairman of the Federation
of Hong Kong industries,
who recently commented:
“There are substantial num-
bers in the business commu-
nity who want more empha-
sis on strong government
and economic issues and not
on politics. They feel politi-
cal struggles have done a lot
of damage.” 

European governments
can hardly be expected to
endorse such a hard-nosed
view. But the diplomatic
dance China led Germany a
year ago illustrated how
quickly political principle
can be sacrificed to eco-
nomic expediency. When a
resolution in the German
parliament criticising
China’s policy on Tibet
appeared to herald a chill in
Sino-German relations,
Helmut Kohl was quick to
minimise its import, to the
relief of German business. 

A similar pattern can be
expected with Hong Kong,
where Germany and Britain
lead the trade with what is
the EU’s tenth largest trad-
ing partner. Hong Kong is
host to over 100 European
banks and insurance firms,
100 industrial firms, and is
the regional headquarters of
eijing
 on its

Roger Faligot on Ch
manoeuvres in advan
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250 European companies.
The total value of EU trade
with China has ballooned
from Ecu10.7 billion
($12bn) in 1987 to
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Ecu37.8bn in 1995. It is
also home to more Euro-
peans than any other city in
Asia. Neither China nor
Europe has any motive to
rock this particular boat.

“It is a phenomenal trade,”
says Andrew Lee, the eco-
nomic adviser to Etienne
Reuter, the EU envoy to
Hong Kong. “It is too impor-
tant to be compromised and
so far we are confident that
trade will grow and the
boom will be maintained as
long as more projects like
the new airport and the new
underground railway are
undertaken.”

Jaan Roxan, managing
director of Spain’s Acerinox
Pacific, is blunter: “Europe
likes to fill the news pages
with talk of human rights.
But its real concern is filling
its pockets with money.
overt
bour

N MAG
China knows that. It knows
that it only has to offer
European governments a
contract and say, ‘sign up
and shut up.’ ”  

OWEVER, there is
one issue which con-
cerns entrepreneurs
as much as politi-

cians: corruption. The Inde-
pendent Commission against
Corruption (ICAC) has made
Hong Kong the cleanest
place to do business in Asia,
according to both the British
and German chambers of
commerce. But there are
fears that endemic malprac-
tice on the mainland may
spill over. A recent poll sug-
gested that three-quarters of
business people on the
island think there will be an
increase in low-level corrup-
tion and half that the rule of
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law will be undermined.
“Corruption, not civil rights,
is the main worry,” said one
prominent Italian banker.

Etienne Reuter is the man
charged with producing an
annual report on the full-
range of EU-Hong Kong
relations, including human
rights. He is keen to dismiss
Cold War-style talk of a
falling bamboo curtain, but
emphasises that the existing
business climate must be
maintained: “It concerns me
that Hong Kong has a nega-
tive image in the European
and American press at the
moment. The fundamentals
of the economy are very
healthy. From a European
point of view, Hong Kong is
an attractive place to do
business. It has an open
society, excellent infrastruc-
ture and a business environ-
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ment characterised by the
rule of law. It is, of course,
vital to preserve these fea-
tures because business con-
fidence is a fickle thing.”

On the issue of human
rights he is more cautious.
In a recent policy statement
the European Commission
criticised, albeit in mild
terms, the Chinese decision
to impose a non-elected
interim legislature on Hong
Kong, arguing that “the
uncertainties surrounding
the legislature and proposed
changes to civil liberties leg-
islation have not helped the
cause of confidence at this
sensitive time.” The Commi-
ssion, along with western
governments, will undoubt-
edly press for quick elections.

Reuter admits that the
statement was a gesture.
“We’re under pressure from
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LTY.”

We ke
the European Parliament
and public to do something,
but we don’t want Hong
Kong becoming a political
football,” he said.

All of which places in per-
spective the row over which
EU government is sending a
representative to which cer-
emony on 30 June and 1
July. It appears that only the
Americans and British are
still contemplating boy-
cotting the installation of
the new legislature. 

A disunited Europe is no
surprise when it comes to
foreign policy. It should
come as even less of a shock
when EU member states are
united by a common eco-
nomic incentive to do busi-
ness with the two systems
now in one country.

Additional reporting by
Julie Read
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FRENCH best-selling spy
novelist Gérard de Villiers
has published his latest
novel, Hong Kong Express,
which tells the story of a
major western intelligence
network helping dissidents
escape from the vengeful
Chinese state security min-
istry, the Guoanbu.

The Chinese are said to be
furious. Most of the names
of Chinese agents in the
book are real. There is a
French literary tradition
going back to the 1930s of
exposing real-life agents in
spy novels, but these days
the Chincoms (Chinese
Communists in CIA jargon)
have supplanted the
Germans as the villains.

There is no doubt that
China’s intelligence service
has long been preparing for
the takeover of Hong Kong.
For instance, Zou Zhekai is
officially director of the co-
ordination department
within the 600-officer New
China Press Agency
(Xinhua), the unofficial
embassy in the colony. Zou
is, in fact, in charge of co-
ordinating intelligence from
all Xinhua departments,
under unlikely cover-names
such as “sport and racing”
and “social security”.

In the aftermath of the
1989 Tiananmen Square
revolt in Beijing, the Hong
Kong Xinhua director, Xu
Jiatun, fled to the US. Later
he revealed how his former
colleagues monitored tele-
phone calls and built com-
puter databases on political
dissidents, democrats, ecol-
ogists and others.

In 1992 The European
broke the story about the
role of Li Chuwen, a former
Shanghai clergyman turned
spy, sent to Hong Kong as
Xinhua deputy director to
prepare the way for a purge
of political activists once
China regained control.

Li is now special adviser
to China’s President, Jiang
Zemin, on Hong Kong; in the
mid-1980s he selected his
Shanghai colleague, the
shipping tycoon Tung Chee-
wah, as candidate for chief
executive after the han-
dover.

Xinhua is far from being
the only organisation used
for covert Chinese activity in
the colony. This week the
Far Eastern Economic
Review revealed that the
new Chinese Foreign Office
team in Hong Kong is set to
compete with Xinhua in
intelligence-gathering. The
man in charge, Ma Yuzhen,
appointed last week, is a for-
mer ambassador to Britain.

The Guoanbu operates
with military intelligence
(Qingbaobu) monitoring
phone, fax, telepager and
even Internet messages.
Officially they do not have
direct access to the phone-
monitoring system organ-
ised by the British in the
revamped police security
unit. But recently the Chinese
have launched an operation
involving the purchase of
part or all of the private tele-
com companies and the set-
ting-up of thinly disguised
Internet provider schemes.

The Chinese Resources
building in Wanchai has for
years been used as cover for
economic intelligence cen-
tres. Beijing was hoping to
benefit from British techni-
cal installations, but was
frustrated when the govern-
ment communications head-
quarters base was disman-
tled and moved to Australia.
The Special Technical Depart-
ment attached to the Crim-
inal Intelligence Department
has also been dismantled
and sensitive files about
agents have been moved.

Key officers from the
powerful Special Branch,
including their chief, John
Thorpe, have returned to
Britain either to retire or
seek private employment.
Canadian and US authorities
are eager to employ special-
ists on the Chinese mafia
gangs who have settled in
Vancouver and San
Francisco.

One police superintendent
in charge of anti-Triad oper-
ations told The European:
“We are told by the Chinese
that the force is going to
remain independent under
the new Hong Kong local
government. But it will be
difficult. A Chinese public
security liaison mission is
already operating from
inside the headquarters.
Significantly, their officers
have all spent time training
in Europe with Interpol and
other police organisations.”

The local police who
remain in place fear that the
new authorities will instruct
them to run operations
against the democrats or
dissidents within the Special
Administrative Zone. 

A spokesman for the
Hong Kong Journalists’
Association said: “They
already play an important
role in the control of some
major newspapers with
‘political commissars’ from
the secret services sent to
keep an eye on journalists
and ensure they do not write
about Tibet independence or
criticise the Beijing leaders.” 

There is a fear that, as in
Shanghai in 1950, the new
authorities will unearth, say
next winter, a “major
counter-revolutionary plot”
supposedly involving
democrats, journalists and
”imperialist spy agencies”. 

There are many intelli-
gence agencies at work in
Hong Kong, including the
reorganised British organi-
sations, the powerful US
Central Intelligence Agency
(CIA) and the Taiwanese
State Security Bureau.

The French external
secret service, the DGSE,
puts trainees on Chinese
language courses and is cer-
tain to have agents in place
in the guise of business peo-
ple or researchers. Japanese
intelligence has understand-
ably kept a low profile since
the Second World War but
has remained active, and
recently its political and eco-
nomic intelligence network
has been broadened within
what is the biggest Far
Eastern economic commu-
nity in Hong Kong.

Hirakoba Hiroto, chief
political consul in Hong
Kong, told The European:
“The Chinese must give
the impression that the
Hong Kong security services
here remain independent,
although clearly for each
department there is a
‘shadow department’ run by
Chinese intelligence.”

Other powers have moved
in. The Russians who were
always banned – unlike the
Cubans – in Hong Kong,
opened a consulate after the
fall of the old Soviet regime,
and the Chinese-speaking
information officer, Igor
Lobanov, is seen as having
close links with the SVR, the
successor to the KGB. 

There will be plenty of
material for the spy novel-
ists in the future in Hong
Kong. But they hope it 
will not be the democrats
they have to portray as the
villains.
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Hague starts
long walk back
from extinction

Leading light: Hague won over Tory parliamentarians but needs to heal the wounds inflicted by Europe to challenge Blair’s ascendancy among the public

The Tory leader has
much ground to make

up, writes Political
Editor Victor Smart

KIERAN DOHERTY
ILLIAM HAGUE, 36,
has a heavy burden
to shoulder. After
the rout of the

British Conservatives on 1
May his task is to save what
has historically been one of
the western world’s most
successful and, during the
1980s, most radical political
forces from extinction. 

The Tories’ landslide
defeat has cut a swathe
through their number at
Westminster, exposed the
woeful state of the party
organisation and left them
with a crisis of identity. 

Hague, promising a “fresh
start”, has sought to meet
the challenge head-on. He
has appointed a shadow cab-
inet which hints at new Tory
radicalism and brought in a
former supermarket boss
turned member of Parlia-
ment, Archie Norman, to
overhaul the creaking party
machine.  

Hague was voted into the
top job by fewer than 100
Conservative MPs on 19
June, though he had a clear
lead (92 votes to 70) over
the former chancellor, Ken
Clarke. Even to this narrow
constituency the young
Yorkshireman is an
unknown quantity. Margaret
Thatcher gave him her
blessing, but only late in the
contest. Those who backed
him admitted it was a risky
choice, but worth it. 

The prematurely bald
Hague, who was educated at
a state comprehensive
school, Oxford University
and the elite business col-
lege Insead at Fontainebleau
before joining management
consultants McKinsey, has
just two years of govern-
ment experience as Welsh
secretary, one of the most
junior cabinet posts. He

W

Span
preve
gained a fiancée in the run-
up to the leadership cam-
paign but has never set out
a distinct ideological credo. 

For the moment, at least,
the Conservatives under
Hague can only react to the
way Labour reshapes the
contours of politics. Blair’s
remarkable honeymoon
looks as though it may even
run to the party’s annual
conference in October. 

Madsen Pirie, president of
the Adam Smith Institute,
the free-market think tank,
says: “The trouble for the
Tories is that Labour has
proved in seven weeks in
office that it is a genuine
convert to neo-liberalism.
This is a triumph for free-
market thinking, but it
leaves the opposition high
and dry.”

That assessment may be
too bleak. Blair is on a roll.
But so far Labour has taken
no tough decisions and
made no big mistakes. 

Hague, for his part, may
prove more of his own man
than critics forecast. Key
shadow cabinet seats have
gone to energetic members
of the radical right, such as
the capable Eurosceptic,
Iain Duncan Smith, who will
shadow Labour’s welfare
reforms. Insiders say the
Carlos Wes
the Bal

: Westendorp (left) tak

ish ch
nt ano
Hague team will revitalise
the offensive against big
government and target
Labour’s tendency to social
authoritarianism. 

European policy, how-
ever, remains treacherous
for the Tories. Hague is a
moderate Eurosceptic by the
standards of many of his
anti-Europe colleagues. His
pledge that at the next elec-
tion (which must be held by
2002) the party will rule out
taking Britain into a single
currency is designed to end
the destructive row within
the party on Europe. 

Julie Kirkbride, a Tory
newcomer at Westminster,
says: “There is broad agree-
ment on Europe within the
Conservatives. We don’t
need to pick away now at
what we might do if, against
expectations, monetary
union turned out to be a
success.”

But pro-European Tories,
like the defeated Clarke, are
certain to make their pres-
ence felt from the back-
benches. Across the political
divide, Denis McShane, a
pro-European Labour MP,
forecasts that the official
shadow cabinet line will be
deeply provocative to pro-
European Tories. “Hague’s
Toryism is Poujadist [a reac-
tionary movement to protect
small business], deeply hos-
tile to Europe and with a
nationalist-protectionist out-
look,” he claims. 

The Eurosceptic card is
not necessarily a Tory vote-
winner. Analysts suggest
that the Conservatives failed
to make expected electoral
gains from hostility to
European integration at the
May poll because splits on
the topic fatally damaged
the facade of party unity. 
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the party look self-absorbed,
at times almost a one-issue
party, according to Roderick
Nye, the director of the
Social Market Foundation, a
London-based think-tank.

Nye says: “British people
don’t worry about sover-
eignty in the purely abstract
terms that the average Tory
MP does. Europe is out of
the Tories’ hands now. I
think that they should let
this issue play itself out.” 

But hard-line Eurosceptics
in the Hague team do not
intend to go silent. David
Heathcoat-Amery, the new
shadow Treasury secretary,
says: “Europe is the domi-
nant issue. Occasionally, it
goes quiet but it will resur-
rect itself as a big issue
later. Brussels is pushing a
shooter for
gether 

o with his predecessor, 

who h
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raft of very contentious tax
and VAT harmonisation
measures that Labour will
have to deal with. Fishing is
a problem too. From opposi-
tion we can say, No, No,
No.” 

Any temptation to let the
topic drop is lessened by the
strong belief that the
Eurosceptics in Labour
ranks won’t stay dormant
for long. This is coupled
with the view that seismic
changes are afoot in conti-
nental Europe, notably in
Germany and France.

Yet Blair may prove too
agile a tactician to allow the
next election to revolve
around the European issue
in a way which does not suit
Labour. The prime minister,
after all, returned
as to
osnia
triumphantly from the Amst-
erdam summit vowing to
fight for Britain’s interests
and to resist fresh waves of
Maastricht-style integration. 

Ultimately, much hangs
on the fate of Europe’s eco-
nomic and monetary union
(EMU). A pro-EMU Conser-
vative MEP says: “If mone-
tary union fails, then the
Eurosceptics will look like
visionaries. If it roars ahead,
the Conservatives will be left
with a semi-detached rela-
tionship with the European
Union which will have busi-
ness, our natural con-
stituency, at our throats.”

One comfort comes from
across the Channel, where
the centre-right Gaullists
(RPR) have also suffered a
humiliating defeat at the
Gone but not forsaken: Felipe
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hands of the Socialists. Tory
MEP John Stevens com-
mented: “Across Europe vot-
ers are increasingly volatile,
zapping from party to party
at each election. Plainly,
that could work to our
advantage next time round.”

After its pounding in this
month’s parliamentary elec-
tion, the RPR, like the
British Conservatives, has
installed a more Eurosceptic
character, Philippe Séguin,
to revive its fortunes. 

For a member of the
French political establish-
ment, Séguin holds highly
ambivalent views on the sin-
gle currency. Having led the
anti-Maastricht campaign in
France, he was apparently
won over to monetary union
a couple of years ago when
 relinquishes the leadership at

ye Gon
l he re

Giles Tremlett in
MADRID asks who will
be fielded as premier
the role of prime minister
beckoned. He is well placed
to fight off the far-right chal-
lenge of the vehemently
anti-European Front Natio-
nal, now holding the
Gaullists to ransom. 

But the other lesson from
France is less palatable for
British right-wingers. There
the centre-right still has the
strategy option to embrace a
full-bloodied free-market
revolution which neither the
Socialists nor the Front
National could stomach. 

But in Britain, Blair has
moved his nominally social-
ist party on to the Conser-
vatives’ terrain. 

Blair has not just pilfered
the Tories’ Thatcherite
clothes but is wearing them
with conviction. 
 the party’s Madrid congress 

zález, 
turn?

PAUL WHITE
CARLOS WESTENDORP, the former
Spanish foreign minister, took his
charm and good looks to Sarajevo
last week. Westendorp, a well-kept
and tanned 60-year-old, began set-
tling into the semi-ruined city and
prepared for his toughest job yet,
taking over from Sweden’s Carl
Bildt as High Representative in
Bosnia. His task, quite simply, is to
prevent another war.

Westendorp is a surprisingly low-
level candidate for such an impor-
tant post, in which he is responsible
to the international community for
overseeing implementation of the
civilian aspects of the Dayton peace
agreement, including the return of
refugees and the founding of com-
mon institutions. Officials in the
Sarajevo government privately
worry that his appointment, suc-
ceeding a former European prime
minister, shows the Balkans slipping
down the list of global priorities.

Westendorp admits it is difficult
to keep international attention fixed
on former Yugoslavia. “It is not easy
to excite public opinion when there
are no longer terrible television pic-
tures,” he explained to El País
newspaper. “But a return to war
would discredit both Nato and the
EU and would dramatically affect
the security of all Europeans.” 

For Westendorp, the job repre-
sents a second giant
leap in status at the end
of his diplomatic
career. Two years ago
Westendorp was a mere
secretary of state in the
Socialist administration
of Prime Minister
Felipe González, play-
ing second fiddle to the
foreign minister, Javier
Solana. His reputation
as a skilled EU negotia-
tor had landed him the
role of president of the
EU’s grandly named
“Reflection Group”,
which started the work
of writing the treaty
signed in Amsterdam
earlier this month. 

Westendorp was
looking forward next to
semi-retirement. He
had recently got remar-
ried, to a much younger
woman, and had a baby
son. He was expecting
a quiet, “sunset” post-
ing when a series of
events beyond his con-
trol catapulted him into
frontline diplomacy. If
Uffe Ellemann-Jensen,
the former Danish for-
eign minister, had spo- Over to you
ken better French, then everything
might have been different.

But Ellemann-Jensen’s faltering
tongue earned him the veto of
France’s foreign minister, Hervé de
Charette, in his attempt to become
secretary-general of Nato. That veto
enabled Solana to step forward and
occupy the post in December 1995.
With Spain still holding the EU pres-
idency, Westendorp, a card-carrying
but inactive Socialist, was handed
the job of foreign minister.

His ministerial career lasted just
three months. The Socialists lost the
election in March 1996 to José
María Aznar’s Popular Party. West-
endorp and his young family moved
to New York, where he became
ambassador to the United Nations.

When Bildt’s term as international
envoy drew to a close, United States
officials sought another former
European prime minister prepared
to take over his job. Margaret That-
cher and González both declined. 

The search was dropped to for-
eign minister level. Solana, responsi-
ble for some 30,000 Nato troops on
the ground in the region, reportedly
helped persuade the Clinton admin-
istration that Westendorp was their
man. Objections from Italy, piqued
by the number of Spaniards in inter-
national posts, were overruled. But
in a move which Sarajevo insiders
see as increasing the US influence
on the High Representative, Westen-
dorp will have two deputies instead
of just one: a German, as previously,
but also an American.

The task before Westendorp is a
diplomatic nightmare. The terms of
the Dayton accord, signed at the end
of 1995, have been roundly ignored.
International war criminals remain
at large, freedom of movement is
limited, and tens of thousands of
refugees are still unable to get
home. Only last week, under consid-
erable pressure, did the joint parlia-
ment of the Muslim-Croat Feder-
ation and the Bosnian Serb Republic
agree a series of laws belatedly
establishing the basic joint eco-
nomic institutions for Bosnia. 

The country is faced with a fund-
ing crisis. A World Bank reconstruc-
tion conference, due to meet this
month and to deliver $1.4 billion in
aid to the region, has been post-
poned because of lack of progress
on joint institutions. Municipal elec-
tions in September may do no more
than prove how far there is to go.
With Dayton widely breached,

only the presence of the Nato-led
stability force really ensures peace.
Yet the Clinton administration has
promised America it will pull out its
8,500 troops, a crucial one-third of
the total force, by June next year.
European nations, fearing war, are
begging them to stay.

Westendorp started out by talking
tough. “The only solution to these
problems is a full accomplishment
of the Dayton terms. That is my
message,” he said during the 20
June handover ceremony in Sarajevo.

It was the same message that G7
leaders and Boris Yeltsin agreed
over a dinner of lobster soup and
roast lamb in Denver later that same
day. “We are prepared to continue
to help the states of the region. But
our help is not unconditional,” Bill
Clinton explained.

Westendorp’s job, then, is to bang
heads. He must cajole and bully the
factions of former Yugoslavia into
complying with Dayton. The instru-
ments available to him are scarce.
The withholding of reconstruction
funds, and the threat of a new war,
will be his main tools of persuasion.

Westendorp is an unlikely hard
man. He is more used to the
civilised, if interminable, discussions
of the European Union. Some

observers suggest,
though, that the Byzan-
tine workings of Brus-
sels might actually be
the best preparation for
tackling Bosnia. Those
who have sat across the
EU table from him say
Westendorp, who owes
his surname to a tea-
trading Dutch grand-
father, can be sharp-
tongued. Colleagues say
he coined the descrip-
tion of Italy’s EU presi-
dency as “like being in
a bus driven by the
Marx brothers”.  

Westendorp admits
the job ahead is diffi-
cult. “Many tell me the
task is impossible. But
the most difficult jobs
are the most reward-
ing,” he says. Yet when
the snow closes in this
winter, he might start
wondering what he is
doing in Sarajevo. He
will need more than just
charm to survive.

Giles Tremlett
Additional reporting 

by Laura Hubber 
in SarajevoCarl Bildt

FEHIM DERNIER
SO he finally did it. Felipe
González, after 23 years as
leader of Spain’s Socialists,
stepped down last week and
handed the reins over to the
younger generation, headed
by the party’s new secretary-
general, Joaquín Almunia.

Or did he? As Almunia, a
49-year-old former trade
union adviser, began the
task of asserting his control
over a party that is learning
to live in opposition for the
first time in 14 years, some
commentators were already
writing his political obituary.

The problem is that Felipe
– as all Spaniards call him –
has not gone entirely. “I am
available to serve in what-
ever capacity the new lead-
ership decides,” he told del-
egates at the party con-
ference after stunning them
by announcing his “retire-
ment”. They gave him a new
foundation to run and asked
him to stick around. He will.

Almunia was chosen as a
compromise candidate for
the secretary-general’s post
during hurried closed-door
negotiations between party
bosses. Josep Borrell, a
bright, caustic former public
works minister, was report-
edly the people’s choice.
Why, then, was he not pre-
sented as a candidate? “He
would have wanted to bec-
ome prime minister,” one del-
egate explained mysteriously.

The changeover, there-
fore, posed as many ques-
tions as it answered. What
will Felipe, still only 55  and
revered by the party’s foot-
soldiers, do now? What can-
didate will the Socialists field
for prime minister at the
next elections?

Almunia himself has no
idea. Asked by a radio inter-
viewer whether he was a real
leader or simply a González
puppet, he replied: “Ask me
that in a year’s time.” The
problem is that Spanish
political parties do not nec-
essarily field their leader as
candidate for prime minister
at election time. A full retire-
ment by González would
require him to state publicly
that he would never again
stand as candidate for prime
minister. He has avoided
answering the question
every time.

Although the Socialists
had been beaten at the polls
in the March 1996 general
election, nobody had dared
to suggest that González
should go. Perhaps what
really happened was that
González saw what many in
his party refused to ack-
nowledge: to win the next
election the Socialists must
shed their image as the
party of corruption.

The scandals which
brought down the last Gon-
zález government are now
making their way into the
courts. Although González is
not directly involved in any
of the cases, the former
prime minister’s reputation
will suffer badly if judg-
ments go against any of his
former colleagues.

The man he would like to
succeed him, the Nato secre-
tary-general, Javier Solana,
has commitments up until
January 2000. Almunia must
hope that the prime minis-
ter, José María Aznar, who
can call elections up to mid-
2000, will choose a moment
in which neither of his two
party rivals are really free.

In the meantime the Soc-
ialists, and the voters, have
a chance to get used to the
idea that life goes on after
González. Borrell, never at a
loss for words, summed up
the feeling nicely. “Daddy’s
gone,” he said. “We will all
have to grow up.”
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Denver’s microwave diplomacy
leaves main course underdone

Smart and casual: Chancellor Helmut Kohl admires Bill Clinton’s Western wardrobe with Hillary. The US’s preaching on economics impressed rather less 

The spare informal lines
of the G7 summit have
been bloated by too
many cooks, reports 

Ian Mather in DENVER

GARY HERSHORN / REUTERS
IRMINGHAM, here we
come. With almost a
year still to go, offi-
cials have begun to

rack their brains over what
entertainments to lay on
when the $20 million road-
show known as the “Summit
of the Eight” arrives in the
English Midlands next May.

The Summit of the Eight,
comprising the Group of
Seven (G7) industrialised
nations plus Russia, has just
ended its annual meeting at
Denver in the United States.
Next year it is Britain’s turn.

What can Birmingham
offer to compare with
Denver, the Mile High City
beside the Rockies which
provided the participants
with a trip to a mountain ski
resort, dinner at a Wild West
fort, stagecoach rides, cow-
boy boots and hats, and
“buffdogs”, or hot dogs
made with buffalo meat?

Probably quite a lot. But
the fact that these matters
should even have to be con-
sidered shows the extent to
which the original intention
behind the G7 has been
abandoned.

The idea was hatched in
1976 by Valéry Giscard
d’Estaing, then president of
France, who invited the
leaders of the most industri-
alised nations of the world
to Rambouillet in France for
informal talks away from the
pressures of their own adm-
inistrations and the media.

The oil crisis had caused
mayhem, and the hope was
that the closest body that
existed to a board of direc-
tors for the world would
have a better chance of res-
toring order to the interna-
tional economics scene.

The idea took root. But
since then the G7 has
expanded in a way that
makes Alice’s enlargement
in Wonderland seem rela-
tively modest. In Denver
there were 3,000 delegation
members, an even greater
number of journalists, 3,500
local volunteers, 1,300 ven-
dors and a host committee
of 850 with its 800 staff.

Giscard today says:

B

Littl
atta
“Unhappily, the spirit has
been partly lost because you
have a lot of bureaucrats
who prepare a text that can-
not even be re-read by the
leaders because it has 45
pages. There is little room
left for personal discussion.”

In one day during the
three-day Denver summit
the world leaders, armed
with position papers pre-
pared by their policy “sher-
pas”, raced through two
dozen weighty issues.
“Microwave diplomacy”, one
participant called it.

They started with poverty
in Africa, moved on to ter-
rorism, through organised
crime to nuclear smuggling,
and ended the day with an
equally cursory discussion
of trade, deficits and unem-
ployment. Their final com-
munique contained pro-
nouncements on everything
from Aids to ageing, deserti-
fication to disarmament, and
from human rights to human
cloning. Yet no substantive
agreements emerged; just
fine words on a mountain of
paperwork.

An attempt is to be made
at the Birmingham summit
to get back to the basics of
the G7 concept, ie econom-
ics. The British prime minis-
ter, Tony Blair, who will
host the summit, seemed
underwhelmed at Denver.
He said: “It is important that
we concentrate on things
that we can get done. I think
we should focus specifically
e gree
ck US

This week’s environ
summit in New York o

only grand gestur
argues Cathy Sav

Rio promise
rather than draw in every
issue we can possibly
discuss.” 

The focus in Birmingham
should be on competitive-
ness and employment, he
said, referring to the funda-
mental debate between the
US and Europe that will
dominate transatlantic dis-
cussions in the coming year.

The US, blessed with the
strongest economy in years,
n men
 cars

ment
ffered

es,
age 

s GOODW
is urging European coun-
tries which suffer from high
unemployment and low
growth to follow its example
by embracing free-market
reforms and by cutting wel-
fare costs and tax burdens
on employers.

Europeans reply that their
economic model stresses
social cohesion by seeking
to include all citizens in the
benefits of society.  Sir Leon
Thirsty devils: a

ILL BROKEN ON
Brittan, the European trade
commissioner, put it most
bluntly when he said:  “You
don’t have to spend long in
the inner cities of the US to
see that all is not paradise,
and the idea that all you
have to do is to come to the
US and see how it all works
is something that many
Americans, including some
in the present administra-
tion, would not endorse.”
 full highway at Atlanta, Georgia

HARD FACTS O
Even some within the G7
governments themselves are
asking if there is any point
to this annual extravaganza.
Though the leaders greet
each other like long-lost rel-
atives as they emerge from
their limousines on to red
carpets, they actually see
each other all the time.

Just days before the
Denver summit many of
them had met at the signing
UK

. Despite the promises at Rio, ha

F LIFE
of the Nato-Russia Founding
Act in Paris. Some met again
at the European Union
Amsterdam summit and then
at the EU-US summit in The
Hague. Most will see each
other again at the Nato sum-
mit in Madrid on 8-9 July.

But there is the question
of Russia. This year Boris
Yeltsin took part in almost
every session, and even gave
the keynote speech at the
rmful emissions have risen in 
opening. Russian officials
proudly stated that Yeltsin
had missed out on only one
hour of discussions. Yet at
the level of economics
Russia, with a gross domes-
tic product smaller than that
of the Netherlands, which is
not in the G8, clearly does
not belong in this company.

The discussions to which
Yeltsin was not invited were
those on world economics
issues, which Russia with
debts totalling $130bn is
clearly not in a position to
address on the same basis as
the other G8 countries: the
US, Britain, Canada, France,
Germany, Italy and Japan.

The West stil l  regards
Russia as a patient in the
intensive care unit. Russia is
present because the others
hope that the appearance of
her leaders at prestigious
international gatherings will
help stabilise the patient
politically and promote her
economic reform.

Yet Russia’s main objec-
tives are to join the Paris
Club, the group of major
creditor countries that pro-
vides debt relief to develop-
ing countries with financial
difficulties, and the World
Trade Organisation (WTO),
membership of which would
enable Moscow to become a
normal trading partner.

Russia’s forthcoming
membership of the Paris
Club, announced in Denver,
was negotiated just before
the summit. Membership of
the WTO depends not on
summit meetings but on dif-
ficult negotiations that have
been going on for months.

The argument for doing
everything possible to bring
Russia in from the cold is
sound. But Russia is gradu-
ally becoming a normal 
middle-size country that is
no longer seen as in need of
grand rhetorical gestures.
To continue the G8 just to
give Russians a sense of
belonging is extravagant. 

But at least Birmingham
should enjoy Yeltsin, who
relishes these occasions, just
as much as Yeltsin will
surely enjoy Birmingham.
the US, Canada and Australia

KATZ
ALL BARK and no bite is proba-
bly the fairest description of the
Earth Summit held five years ago
in Rio de Janeiro. Everyone was
sure something had to be done,
but once the summit was over
very few took action.

This week’s Rio plus five, or,
as it has been dramatically billed,
Earth Summit II, was supposed
to move the process on a step
further. But nothing short of a
great leap forward seems likely
to bridge the gap between cur-
rent reality and future targets.

Europe arrived at this summit
with all guns firing. Over the
past decade the environment has
come to the forefront of political
and popular debate, and the EU
was determined to make a show
of eco-friendliness. In his
address, Britain’s Tony Blair
claimed: “We in Europe have put
our cards on the table. It is time
for the special pleading to stop
and for others to follow suit.”

Ironically, the summit is taking
place in the United States, one of
the biggest failures in terms of
pledges, and the world’s biggest
carbon dioxide polluter per
capita.

The Americans are consumers
par excellence, and their envi-
ronmental record attests to the
fact. Instead of working to
reduce emission output to 1990
levels, as agreed at Rio, their
emissions have boomed and
political will remains opposed to
any clampdown on industry, in
particular the oil industry.

The reasons for President Bill
Clinton’s diffidence are clear. He
is under enormous pressure from
the Senate and from the oil busi-
ness in the shape of the lobby
group Global Climate Coalition,
which has taken out advertise-
ments predicting economic dis-
aster if America signs up to cuts.

In New York Blair made an
emotional attempt to win over
his listeners, claiming that if
nothing is done to combat global
warming “we will be failing our
children. It’s in their lifetime that
the consequences will be felt.”
Blair can talk with a relatively
clear conscience, as can Chan-
cellor Helmut Kohl, since both
Britain and Germany are on tar-
get to meet the timetable for air
pollution agreed in 1992. The
French, armed with a Green
Party environment minister,
were quicker to lay the blame.
President Jacques Chirac called
the US as a “huge polluter”.

As a group the European
Union appears ostentatiously,
almost luminously, green com-
pared with its summit partners.
The EU council of environment
ministers last week agreed to
pursue a legally binding commit-
ment to a 15 per cent worldwide
reduction in carbon dioxide and
other greenhouse gases from
1990 levels.The EU is also push-
ing for a convention on forest
protection which was postponed
in Rio by a lack of agreement.

But Alexander de Roo, who
advises the Green Group at the
European Parliament, said:
“There is little chance that Europe
will persuade the rest of the
world to take action. The prob-
lem is that the other countries
don’t have green parties and so no
one loses votes on green issues.”

One of the most controversial
measures EU countries put for-
ward at New York is a proposed
tax on aviation fuel, currently tax
free. One of the added bonuses
of the scheme is that the cost
would be borne by the richer half
of the world rather than poorer
countries. It is an example of the
so-called “eco-taxes” which are
gaining favour in Europe as a
palatable means of raising rev-
enue. The European Commission
has just published its third pro-
posal for an energy tax which
would produce a 20 per cent
increase in fuel price.

However, there is an argument
that if Europe consumes less oil
it will become even cheaper, and
countries such as the US and
China, where environmental
awareness and the use of green
technology is minimal, will con-
sume even more. If this happens
then emissions will simply be
redistributed, not reduced.

Dr Henry Rothstein, an envi-
ronmental expert at the Centre
for Research into Innovation
Culture and Technology in
Britain, explained: “Industrial-
ised nations still want cheap
energy, business is concerned
about the cost of environmental
protection, and people, espe-
cially in North America, are wed-
ded to their cars. Governments
have not been prepared to risk
the political cost of treating the
environment as a resource that
has to be paid for.”

This was apparent at the inter-
governmental conference last
week when leaders were given
the chance to promote eco-taxes
across the EU by making them a
matter for majority voting. No
consensus was reached. 

De Roo added: “There is this
difficulty for politicians that
while up to 90 per cent of the
population in Europe thinks
something should be done about
pollution, roughly the same num-
ber are vehemently opposed to
paying more to use their cars.”

So Europe is not actually as
green as it would have the world
believe. EU countries have been
equally guilty in many areas of
reneging on Rio commitments,
and the green crusade at New
York seems more about striking
a pose than delivering results. 
The main argument against

imposing stricter regulation is
the free market. Rothstein said:
“The ‘market’ is biased against
the environment by treating it
essentially as a free resource.”

This, of course, could change,
and the latest report by the
World Business Council for Sus-
tainable Development (WBCSD),
which groups 123 business
giants including BP, General
Motors and 3M, suggests that
business is paying more atten-
tion to “sustainable develop-
ment” in order to remain com-
petitive. Christine Elleboode, a
WBCSD spokesman, explains:
“We are no longer the villains. In
fact, business is best placed to
help as we have the technology
and skills to offer. We are keen
on partnerships with communi-
ties and environmentalists – but
on a voluntary basis.” The group
remains firmly opposed to
stricter regulation. Even green
campaigners have come to
recognise the fact and spend
time encouraging businesses to
pursue “sustainable” agendas
rather than simply demanding
government action.

But the biggest problem in
terms of assuring sustainable
growth is the developing world.
It is in these countries that rain-
forests are slashed and burned to
provide cheap farmland for com-
munities who cannot afford alter-
natives. The “new and additional”
financial resources promised to
developing countries in Rio
never materialised. 

The New York summit seems
unlikely to produce anything
more binding than the agree-
ments made at Rio, making the
two summits examples of ges-
ture politics on a grand scale.

De Roo summed it up in a
report for the Green Group:
“Substantial amounts of money
are needed to keep the spirit of
Rio alive. If the New York meet-
ing ends with just new empty
words in the form of an Earth
Charter then ‘Rio’ will be dead.”

Comment: page 9
Additional reporting by 

Ian Williams in New York
r 27 principles designed to
produce a new partnership via
co-operation between states,
societies and communities
r plans to tackle problems in
the oceans, forests, human
health, contraception and
demography, consumption,
fragile eco-systems, fresh
waters, waste management and 
recycling, the role of women
and indigenous people, and
business in the environment
r a “sustainable action plan for
the 21st century” which made
sustainability a buzzword for
government and industry.
“Agenda 21” encouraged 
community action; so far 2,000
projects have been set up
r a treaty to combat climate
change, stabilising northern
emissions of greenhouse gases
at 1990 levels by the year 2000;
a new figure is to be set at
Kyoto in December
r a convention on biological
diversity to conserve bio-
diversity and protect species 
r a commitment to reducing
global poverty
r other agreements to combat
desertification and
deforestation and to aid 
small-island states
New York realities
r 86 million more hectares of
forest destroyed in the 
developing world since 1992
r 130,000 species have been
wiped out in the past five years
alone (70 a day); it is predicted
that 1.5 million species will
have been wiped out by 2020
r Third World debt has risen
from $1,662 billion to $2,000bn
r global ‘greenhouse’ 
emissions are higher than ever:
although Germany and Britain
are set to meet the Rio targets,
emissions have risen three per
cent in the US, 13 per cent in
Canada and 15 per cent in
Australia
r the EU promised Ecu3 billion
in funding for Agenda 21 but
has not paid it
r only Denmark, the
Netherlands and Sweden have
met the pledge of 0.7 per cent
of GDP for development aid;
the EU on average donates
0.38 per cent, the US only 0.1
per cent. Overall aid from North
to South as a percentage of
GDP has dropped from an
average 0.32 to 0.27 per cent
r one in five households in the
world – one in two in Africa –
has no access to clean water
r more than half the world’s
population lacks access to
adequate sanitation
r although sustainability
remains the goal, there are no
binding standards to define it.
To the Brundtland Commission
prior to Rio it meant:
“Development that meets the
needs of the present without
compromising the ability of
future generations to meet their
own needs.” To John Browne,
chief executive of BP, it means:
“Simultaneously being 
profitable and responding to
the reality and concerns of the
world in which you operate.” 
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SWEDEN

Good times
founder on
rigid labour

Stake in the future: Sweden’s strong economy and generous welfare provision was held up as a model in the 1960s. Only radical labour market reform can save it now

RAY ROBERTS
N THE 1960s the Swedish eco-
nomic model basked in wealth, suc-
cess and international admiration.
But middle age did not treat it

kindly: in the 1970s it became bloated,
and by the late 1980s it had fallen on
hard times. Today, even after years of
strict dieting, it is no longer welcome
in fashionable fiscal circles.

Postwar Sweden had a small but
internationally influential economy,
dominated by a handful of powerful
corporations such as Electrolux, Volvo
and Saab. But years of prosperity
ended with an ugly awakening to reces-
sion in the late 1980s. The krona suf-
fered badly in the monetary crisis of
1992, and the budget deficit rose to
19 per cent of GDP in 1993. For a
while, politicians were able to keep
unemployment down by repeatedly
devaluing the krona and expanding the
public sector. But inevitably there
came a point of no return. 

Today, it is the Dutch model that
wins international plaudits. “Without
radical labour market reforms, Sweden
risks lagging far behind,” says
Thorvaldur Gylfason, professor of eco-
nomics at the University of Iceland,
and chief author of a report on the
state of the Swedish economy.
“Sweden’s image as a small, open
economy at the forefront of foreign
trade expansion is no longer accurate.”

In the report, The Swedish Model
under Stress, five international econo-
mists from the Swedish Centre for
Business and Policy Studies say they
have identified the serious problems
within the economy. These are under-
investment, low export rates, lack of

I
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education and, above all, an inflexible
labour market.

Unemployment, they claim, is too
high to be explained by just the slow
rate of growth – the underlying prob-
lem is structural rigidity. More jobs
could have been saved during the
recession if employers had been able
to adjust wages and working hours.
Instead, their only option was to
dismiss employees.

In 1995 investment was 14 per cent
of GDP, lowest of all the countries in
the Organisation for Economic Co-
operation and Development (OECD).
By comparison, the tiger economies of
the East invest up to 40 per cent of
GDP. Exports, at 33 per cent of GDP,
are five per cent below the world aver-
age. The proportion of Swedes com-
pleting at least three years of higher
education has more than halved in the
past 18 years. The report puts this
down to “excessive wage equality” – it
no longer pays to get educated.

The Swedish economy is showing
signs of recovery. According to latest
figures from the Institute of Economic
Research, growth – predicted at three
per cent next year – is exceeding previ-
ous forecasts. A budget surplus is
expected next year, and inflation is low
at 1.5 per cent. But unemployment is
still high, while many big businesses
are threatening to leave the country
and pull their shares off the Stockholm
bourse because of high taxes and an
unsympathetic climate.

So can the Swedish model survive at
RMANY

t owner
all? Even the economists behind the
report believe that with an overhaul, its
essential principles of economic
growth combined with fair distribution
of wealth can be preserved.

The Swedish way is often misunder-
stood by the outside world, which
tends to think purely of an over-
generous welfare state. It is, in fact,
much less dirigiste and more market-
oriented than the mainland European
model. There has always been a much
higher acceptance of lay-offs as a fact
of life than elsewhere on the continent.
DENMARK
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Icon or rattlebox? The Trabi, f
Economists say the Swedish model
began to go wrong with the labour law
reforms of the 1970s. They led to start-
ing salaries that are too high to get
youngsters into work and wage rises
well above the European average
despite low inflation. In addition, the
tax system favoured large companies,
leading to a dearth of small and
medium-sized enterprises.

Throughout the post-slump austerity
years market reform has been carried
out. But when it comes to the kind of
root-and-branch change recommended
 for a fig

y Euro tre
ormer East Germany’s pride and joy, is thr
by the report, Hans Bergstrom, editor-
in-chief of the liberal Dagens Nyheter,
is pessimistic. “Even if they know what
needs to be done, they cannot do it,”
he says. “The social democrats are
blocked politically: they are still linked
to the unions and radical reforms of
this kind go against their core ideology.”

The conservative moderates are
more likely to carry out the recom-
mended treatment, he says, but to form
a government they need to overcome
profound differences over Europe
among their coalition allies.
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Thorvaldur Gylfason says: “Sweden
needs less and better politics, like in
the 1960s. Swedish industry and mone-
tary policy has always been market-
oriented, so there is no reason why the
labour market shouldn’t go in that
direction. Swedes are frightened of
change: they feel that the short-term
wage inequality that would result is
intolerable. But if things are well-
explained, radical reforms can and do
win support among voters.”

Birna Helgadottir
CZECH REPUBLIC
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IT COULD BE the end of the
road for the little car from
eastern Germany made
famous when it brought
thousands of East Germans
to freedom in the West after
the fall of the Berlin Wall. 

The Trabant, affection-
ately known as the “Trabi”,
has since become a source
of conflict in Berlin, with
owners and city authorities
stalled in a bitter wrangle. 

“It all began on 22 March
this year,” says Albrecht
Reither, chairman of 
Berlin’s Trabant Club. “We
wanted to organise a Trabi
event in west Berlin and to
drive down the Kurfürst-
endamm, but we were pre-
vented by a huge police
presence. 

“They told us it was too
dangerous and we could
drive only in the east, not in
the west. We tried to discuss
the problem rationally, but
they broke up the convoy.
We aren’t going to sit back
and let them stop us.” 

Reither has written letters
of protest to Chancellor
Helmut Kohl and Berlin’s
police commissioner, warn-
ing that if they prevent the
driving of Trabis there will
be further conflict. 

Berlin’s chief of police
replied that the manner in
which the cars were travel-
ling – noisily and stopping
in a tunnel so that the
slower Trabis could catch up
– was against the road traf-
fic act and that police had to
be brought in to break up
the convoy. He denied that
police officers had been
rude or discriminatory.

Three months on and the
outlook looks even bleaker
for Trabi fans. From 1 July
its car tax tariff will rise by
130 per cent, climbing from
Dm112 ($64) to Dm258. 

Now it looks likely that its
fate will be sealed in July
next year when all cars not
fitted with catalytic convert-
ers will be banned from the
centre of Berlin. “If the gov-
ernment introduces a ban
next year we will mobilise
all the Trabi clubs in
Germany and organise a
huge demonstration in
Berlin. There will be thou-
sands of us. Imagine all
those Trabis in one place,”
warns Reither.

Trabi production began at
the company’s Zwickau
plant in 1959, where hun-
dreds of thousands of the
twin-cylinder, two-stroke
models were manufactured
each year until production
ceased in 1991. It was the
only car available under the
communist regime. In order
to drive one away, buyers
had to endure ten years on a
waiting list and pay around
ten months’ wages.

After unification in 1990
the Grey East-Mouse, as the
car was also known, became
a common sight on west
German roads. But the vehi-
cle’s flimsy fibreglass con-
struction, outdated design
and propensity to emit
clouds of noxious fumes did
little to endear it to west
Germans. Considered an
unreliable “rattlebox”, it
became the butt of many a
joke. “There are no black
Trabis so you don’t confuse
them with coal briquettes,”
was just one.

“Every vehicle causes pol-
lution,” says Reither defen-
sively. “So discussing which
is the worst offender is
meaningless. The only time I
hear criticism of Trabis is in
the press. In 1991 Tübingen
University published a study
in which it said that the
exhaust fumes from a Trabi
weren’t as bad as other cars.

“The Trabi was something
we treasured and which we
had to treasure because
there wasn’t any other kind
of car. When you have
waited ten years to get one
your relationship with it is
quite different from that
with any other kind of car.”

There are 120 Trabi clubs
in Germany. Others are dot-
ted around Europe, includ-
ing branches in France, the
Netherlands and Britain. 

On 21 June 1,300 Trabis
and their owners revved up
in Zwickau at what the
organisers described as the
biggest Trabi get-together in
the world. They watched
films about the development
and production of the car
and tested which owner had
the best driving skills.

Like the French Citroën
2CV model, popular with
generations of students
across Europe, Trabis have
become a cultural icon to
the young. They are very
cheap to buy secondhand, at
around Dm500, or Dm1,000
for a model in good condi-
tion. They are simple to
park, and with a top speed
of 99kmh they are really
suited only to motoring in
urban areas. They are often
bought as a second or third
vehicle.

Although around 3.3 mil-
lion Trabis were produced
before unification, only 600
or so survive in Germany.
Many were exported. In
1989 the “rattlebox” won
the East German Car
Industry Award for Export
Achievement.

Reither believes it is pres-
sure from the car industry
which is behind recent
developments. 

“They think that if Trabis
were banned, people would
buy new cars,” he says. “So
they are trying to spoil the
enjoyment we get. 

“What a cheek. Former
GDR citizens say, ‘We have
always driven these cars and
always will. We don’t want
anything to do with new
cars. We won’t give up.’ ”

Sandra Smith
the m
BETWEEN the limousines in
front of Hotel Praha a
hunched, innocuous-looking
elderly man was pacing back
and forth. Catching sight of
him, a photographer cover-
ing a fashion parade turned
and started snapping away.

Milos Jakes, 74, was the
last communist general sec-
retary of Czechoslovakia
before the Velvet Revolut-
ion. Now, in the midst of the
turmoil surrounding the
reformist government of
Vaclav Klaus, the communist
spectre is about to reappear.

Jakes insists he does not
suffer rebukes from the pub-
lic, despite being known
best for his role in the party
purges of 1968-9 and as the
head of the repression of
dissent, or “normalisation”,
from 1968 to 1977.

Along with Karel Hoff-
mann, head of state commu-
nications in 1968, and Jozef
Lenart, prime minister from
1963 until May 1968, Jakes
is facing trial for treason. He
is accused of having agreed
to establish an interim gov-
ernment and to issue a for-
mal invitation to the Warsaw
Pact countries to send
troops to end Alexander
Dubcek’s Prague Spring
reforms. At the time, Jakes
was deputy interior minister.

The charges are made
possible by a 1993 law on
the illegality of the commu-
nist party, and the trial will
revolve around interpreta-
tions of a meeting in the
Soviet embassy in Prague on
22 August 1968, two days
after the invasion.

The meeting with the
Soviet ambassador took
place after Dubcek had
already been taken to Mos-
cow. “We were in the Soviet
embassy because the central
committee phones weren’t
working,” said Jakes. “We
wanted to make contact with
[Leonid] Brezhnev in order
to free Dubcek. Unfortunat-
ely, we weren’t successful. It
was the Soviet ambassador
who proposed the workers-
farmers’ government, not us.”

Jakes says he was a sup-
porter of Dubcek’s “social-
ism with a human face”, but
by May 1968 he had turned
critic. “Dubcek had become
vain. Every morning there
would be some teacher or
actress kissing him for the
cameras. They openly said
that in a socialist country
someone could shout: ‘Hang
the communists.’ Dubcek
knew the provocation would
prompt the Soviets to send
in the troops. “The absurdity
of the case against me now
is that I am accused of want-
ing to overturn the socialist
system. Those who did over-
turn the system now run the
country.”

His sharp blue eyes lit up
at the mention of the Czech
president, Vaclav Havel.
“The likes of Havel have
confirmed that their aim was
the overthrow of the exist-
ing legal and social system.
A world-famous playwright?
Only in the West. He was an
artificial artist; it was just a
weapon against socialism to
make himself famous.” 

In fact, two of Havel’s
plays are now being staged
at leading theatres in
Prague, but Jakes concedes
only that imprisoning him
did not help.  Still unrepen-
tant, Jakes views the devel-
opments since 1989 as “a
great swindle. Nobody pro-
mised the restoration of cap-
italism. They invented the
alluring catchword ‘transfor-
mation’. Klaus doesn’t
openly say it, but everything
he does is to satisfy the 
diktats of the International
Monetary Fund.”

Waving his hands in the
air, Jakes’s voice rose as he
contemplated the “chaos”
under capitalism. “Agricul-
ture has been utterly devas-
tated and industrial produc-
tion destroyed.” Although he
acknowledges that the arms
race had left the communist
bloc “economically weaker
than the West”, he attributes
the events of 1989 to “open
betrayal by [Mikhail] Gorb-
achev, who left socialism to
the mercy of the rich West”.

Jakes became general sec-
retary in December 1987,
when the Czechoslovak com-
munists backed perestroika.
He says that he initially liked
Gorbachev, if only because
he was the first Soviet leader
who brought his wife to the
dinner table. 

Jakes began his working
life in Zlin, the factory town
in north Moravia that was
the brainchild of the Czech
footwear millionaire, Tomas
Bat’a. Ironically, Jakes is full
of praise for this one capi-
talist. “Bat’a was a genius.
He created a rational sys-
tem,” he said. But there was,
inevitably, a drawback: “You
were sacked if you didn’t
wear clean shoes.”

Jeff Lovitt, PRAGUE
Democr
THE prospect of the Danes hold-
ing up reform of the Maastricht
treaty is looking more and more
likely. After the Amsterdam Euro-
pean Union summit, the Danish
prime minister, Poul Nyrup
Rasmussen, promised his voters a
referendum – their fourth since
1986. It is due to take place in
early spring next year.

But the first opinion poll pro-
duced since the summit shows that
Danes, widely regarded as the
nation best informed on EU mat-
ters, are, if anything, becoming
increasingly Eurosceptical. The
Gallup poll, carried out for the
daily Berlingske Tidende, showed
45 per cent were undecided over
approving reforms, 34 per cent
said Yes and 21 per cent said No.
atic urge
But there was worse news for

Rasmussen in the poll. Tradit-
ionally it has been the governing
Social Democrats who are split on
the EU, whereas voters supporting
the liberals and the conservatives
have been heavily in favour. But
even that tide has turned.

“Now being both a Eurosceptic
and conservative is much more in
vogue,” said Hans Jørgen Nielsen
from the Institute of Political
Research at Copenhagen Univ-
ersity. Voters on the left wing of
the Social Democrats would never
modify their traditional Euro-
scepticism, he added. 

The poll also showed a large
majority of Danes in favour of
enlarging the Union. Rasmussen
intends that enlargement should be
the selling point in the referendum.
“If we vote No, we will be telling

the eastern countries that we don’t
like them, that we don’t want to
have anything to do with them,”
Rasmussen said. But he also
regretted that Amsterdam failed to
solve crucial problems before
enlargement, including the weight-
ing of votes in the Council of
Ministers and the number of mem-
bers in the future Commission.
Denmark has also made it a stick-
ing point to preserve a Danish
commissioner.

Rasmussen’s problems are com-
plicated by the continuing high
court case against him for
allegedly violating the constitution
by signing the Maastricht treaty. 

In an attempt to speed up the
case, brought by 11 Danish citi-
zens, the eastern high court is to
publish a preliminary verdict on 27
June. But an appeal to the
supreme court is certain to follow,
with the plaintiffs claiming that
they have not been granted a fair
trial.

The preliminary court refused to
hear testimony from a former min-
ister, Ivar Nørgaard, though he
said in an interview that the former
government knew it was breaching
the constitution to implement
some of the Maastricht treaty’s
provisions.

Although Rasmussen has accor-
ded the Eurosceptic plaintiffs
much importance, it would clearly
be impossible to hold a new refer-
endum before the constitutional
case is resolved.

“If it is not settled, the govern-
ment would have to ask voters to
vote on the Amsterdam treaty on
condition that the Maastricht
treaty is not in violation of the con-
stitution. That is not likely,” said
Hjalte Rasmussen, professor of law
at Copenhagen University.

The supreme court has a waiting
time of about nine months, and it
is estimated that the court will take
between six and ten months to
consider the case. It looks as
though Denmark’s EU partners
could be in for a long wait.

Grit Bendixen, COPENHAGEN
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Tax burden weighs heavy on Kohl’s allies
GERMANY
HANCELLOR Helmut
Kohl’s government found
itself more isolated within
Germany’s economic

establishment after being vehe-
mently attacked by the Fed-
eration of German Industry
(BRD) for planned changes to
corporate and income taxes. 

Kohl’s conservative coalition,
bruised by a humiliating battle
with the Bundesbank over its
attempt to revalue Germany’s
gold reserves, found its eco-
nomic competence publicly ques-
tioned – even pilloried – by its
most natural allies, industrialists. 

The normally restrained feder-
ation president, Hans-Olaf
Henken, branded the planned
changes “a scandal”. He is
already angry over the 1998 tax
reform bill that has left business
paying nearly all the Dm7 billion

C

Leader in waiting: Mesut Yilmaz, th
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($4bn) reduction to citizens in
the “solidarity surcharge”, which
funds the costs of unification.

The federation said the gov-
ernment had ignored its advice
and was instituting changes that
would hurt foreign investment in
the country and force German
companies and jobs abroad.
Jürgen Strube, chief executive of
chemicals giant BASF, said
bluntly that the package “strength-
ened the impression that the
coalition was losing control”.

Business lobbying is likely to
be intense over the next few
weeks, for the amended plans
must pass second and third read-
ings in the Bündestag, or lower
house, then win approval on 4
July in the second chamber, or
Bundesrat. Dominated by the
opposition Social Democrats, the
measure looks almost certain to
e prime minister-designate, arrives f

m deals
TURKEY
be rejected there, and so will go
to a conciliation committee
which must forge a compromise. 

The plans which prompted
such fury have failed dismally to
yield the Dm6.5bn in revenue the
government originally promised,
instead providing a tax reduction
of just Dm1.2 bn. The package
has been attacked for drastically
limiting write-offs against com-
pany losses. It will hit power util-
ities hardest, forcing them to pay
tax on part of the Dm54bn
reserves they hold to cover
nuclear risks. The sweeteners are
few: income tax on business
profits and corporation tax on
retained earnings are cut to 40
per cent from 47 and 45 per cent
respectively. 

Wolfgang Schäuble, parlia-
mentary leader of Kohl’s Christ-
ian Democrats (CDU), said
or a meeting with rival Tansu Ciller. T
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critics had not looked at the tax
reform package as a whole. “We
still have tax cuts of more than
Dm30bn,” he said. “The criticism
is exaggerated and misleading.”

But Germany’s financial news-
paper Handelsblatt backed the
industrialists, accusing the CDU,
Christian Social Union and
Liberal (FDP) coalition of
extracting extra cash from busi-
ness to help reach borrowing
targets for Europe’s single cur-
rency. “The coalition is doing its
best to gamble away its last plus
point: the business view that it is
more financially competent than
the opposition,” said the paper.

Leading companies have
begun to secure unprecedented
deals with workers, as they seek
he president asked Yilmaz to step in

ress W

litical tem
to free up the labour market and
to improve competitiveness
within the global market. Chem-
icals and pharmaceuticals giant
Bayer announced a cost-cutting
deal which broke new ground
because it was negotiated dir-
ectly with its workers rather than
through the industry-wide deals
traditional in Germany.

In exchange for promises to
avoid large job losses before the
year 2001, Bayer secured an
agreement with its 46,0000
workers that commits the com-
pany to Dm20bn investment, in
return for savings in bonus pay-
ments and other staff costs
worth about Dm300 million a
year and pledges on training.

Burkhard Jahn, spokesman for
the chemicals employers’ associ-
ation, BAVC, said the agreement
was one of the most progressive
 after premier Necmettin Erbakan re

peratur
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yet in the chemicals industry.
While chairman of Bayer, Rolf
Nietzard said “a start has been
made towards revitalising
Germany as a production loca-
tion for Bayer”.

The deal follows an agreement
struck earlier this month
between employers and the
industry-wide IG Chemie trade
union, which allowed companies
to reduce wages by up to ten per
cent during economic downturns
if workers were not laid off. 

The deal reflects a significant
change in the mood of German
industrial relations. It follows an
April deal in which Ford of
Germany, promising investments
up to 2010, secured a cost-cut-
ting deal with its workers to help
safeguard 34,000 jobs. In May,
BASF agreed a deal on profit-
related pay, believing that this
signed
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would help to motivate its
workers.

Volkswagen AG and Germany’s
IG Metall said on 24 June that
they had reached a wage deal
that gives the carmaker the
chance to reduce its workforce
through an early-retirement plan.
VW and IG Metall, the country’s
largest union, agreed that around
90,000 VW workers in west
Germany would receive a 1.5 per
cent pay raise on 1 August and
another 2.5 per cent raise in
August 1998. The plan for work-
ers aged 55 and older could
affect about 10,000 people in the
next five years, at a cost to the
carmaker of about Dm150,000
per worker. It will help VW cut
payrolls without it having to
resort to dramatic job cuts.

Gillian Sandford
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SUMMER arrived in Tur-
key this week. After a long
chilly spring, the beginning
of school holidays coin-
cided with a heatwave. In
Ankara too the political
temperature increased as
President Suleyman Dem-
irel asked Mesut Yilmaz,
leader of the main opposi-
tion Motherland Party
(Anap), to try to form a
government following the
resignation last week of
the prime minister,
Necmettin Erbakan. 

He may not succeed.
Even if he does, few expect
the government to survive
more than a few months.
As the parties manoeuvre
for political advantage in
the run-up to early elec-
tions, Turkey looks set for
a long hot summer with lit-
tle prospect of political
stability by autumn.

Demirel’s decision to
turn to Yilmaz rather than
Erbakan’s coalition part-
ner, Tansu Ciller, provoked
stormy protest from the
outgoing government. 
“This is a presidential
coup,” declared Ciller, who
had expected she would be
the beneficiary when
Erbakan quit the premier-
ship. The resignation came
almost a year to the day
since Erbakan took office
as Turkey’s first avowedly
Islamist prime minister
and followed months of
increasing pressure on the
government from the coun-
try’s secularist military.

Erbakan had hoped to
hand over the premiership
to Ciller and stay in gov-
ernment while the coali-
tion between his Welfare
Party (RP) and Ciller’s
True Path Party (DYP)
took the country to early
elections. Welfare has 155
seats in the 550-member
parliament; True Path 115.
Before Erbakan resigned
Ciller had secured the sup-
port of the eight-member
far right Grand Unity Party
(BBP). In theory, that gave
her 278 seats and a narrow
majority. But she had reck-
oned without Demirel.

The military, which has
been co-operating closely
with Demirel, had clearly
voiced its opposition to
Welfare’s regaining power,
even under Ciller. So,
Demirel asked Yilmaz to
try to form a government.

A dour chain-smoking
50-year-old former busi-
nessman, Yilmaz has
already served two stints
as prime minister, each of
which lasted only a few
months. When he was
elected party leader in
June 1991, Motherland
was celebrating its eighth
year in power. Yilmaz
decided to hold early elec-
tions in October of that
year and was heavily
defeated. In 1996 he head-
ed a three-month coalition
with True Path, but it col-
lapsed when Yilmaz
refused to block investiga-
tions into corruption alle-
gations against Ciller.

To form a government,
Yilmaz must harness sup-
port from a motley collec-
tion of opposition parties
and independents in parlia-
ment, as well as persuade
at least six dissidents in
Welfare to support him in
a vote of confidence. Rec-
ent days have seen Ankara
seething with deals as sup-
porters and opponents of
the outgoing government
try to persuade, cajole or,
it is frequently alleged,
bribe parliamentary
deputies to switch sides.

Yilmaz’s main problem
looks to be persuading
Welfare dissidents to vote
for him rather than simply
abstain. To lead the
government Yilmaz needs
an overall majority of the
550 seats; if he fails and
wins fewer than 276 seats,
then the opposition can
apply to the courts for the
result to be annulled.

Yet even if Yilmaz were
to succeed in stitching
together a government it
looks likely to run immedi-
ately into trouble because
of its disparate political
interests. The military, for
example, is pushing for
amendments to the elec-
toral law, including the
introduction of two rounds
of voting, to try to prevent
Welfare from returning to
power. But such amend-
ments would also hurt
some of the minor parties
on whom Yilmaz would
depend for his majority.

If Yilmaz fails to form a
government, Demirel is
expected to call on Ciller,
who refused to join a coali-
tion with him on 23 June.
But she might find it a
tougher struggle to win a
majority vote. For while
many True Path dissidents
would hesitate to vote for
Yilmaz, they would have
fewer qualms about with-
holding support for a con-
tinuation of the coalition
with Welfare.

Many Turks are hoping
that both Yilmaz and Ciller
fail, opening the way for
Demirel to establish a gov-
ernment of national unity
to push through electoral
reforms and hold early
elections.

But a national unity gov-
ernment is unlikely to suc-
ceed in resolving the many
pressing problems of gov-
ernment, from clearing the
backlog of legislation
awaiting parliamentary
approval to tackling grow-
ing economic problems. 

Turkey has still to com-
plete the legislative
amendments necessitated
by the customs union with
the European Union which
began on 1 January last
year. The privatisation pro-
gramme has ground to a
halt. Earlier this month
state banks had to borrow
at above market rates in
order to pay civil service
salaries. Inflation, at 78
per cent, is beginning to
rise. Foreign capital has
virtually dried up, and
businesses claim they
cannot make long-term
investments.

Gareth Jenkins, ANKARA
AGAINST all the odds, the
European Parliament has
been left some tasty morsels
on the table of the Amster-
dam summit and is em-
erging as the unlikely winner
of the negotiations for a
revised Maastricht treaty.

As MEPs gathered in
Brussels to count the spoils,
they were in congratulatory
mood. They had secured a
say in 23 new legislative
fields, including transport,
anti-fraud policies and pub-
lic health. They had been
given unprecedented control
over the financing of EU for-
eign policy. They had gained
the power of veto over the
appointment of Commission
presidents. And, most signif-
icantly of all, they had been
allowed, for the first time
since direct elections began
in 1979, to draft proposals
for a common electoral sys-
tem across all 15 countries.

“We must now talk of the
European Parliament as a
major player,” said Elmar
Brok, the German Christian
Democrat MEP who, with
Elisabeth Guigou, the French
justice minister, fought Parl-
iament’s corner at the inter-
governmental conference
(IGC). “Amsterdam has
given it more power than
the Maastricht treaty did.”

The former president of
Parliament, the German
Socialist Klaus Hänsch, who
flanked Brok and Guigou
until the end of his mandate
in January this year, was
also pleased. “This is the
result of a successful strat-
egy,” he said. The results are
even more impressive given
that Parliament was not a
formal player in the pro-
ceedings. But thanks to a
deal struck by Hänsch with
EU leaders, MEPs were able,
for the first time, to sit in at
the majority of the meetings.

“We were able to reassure
leaders that what we wanted
was not more power for the
sake of it,” said Hänsch.
“When ministers vote with
qualified majority, national
parliaments lose some of
their power of scrutiny. It
only makes sense to give the
European Parliament a say,
to maintain a democratic
balance. Leaders had prom-
ised this would be a ‘citi-
zen’s treaty’, so they were
more prepared to listen.”

Thomas Spencer, a British
Conservative MEP and
chairman of the foreign
affairs committee, sees
exciting prospects for Parl-
iament. “The Union will now
have a figurehead in the for-
eign policy arena [the secre-
tary-general of the Council
of Ministers], which means
Parliament has a top person
and a permanent structure
of officials to refer to,
instead of the carousel of
rotating presidencies. We
can have some impact on
the general outlines of, if
not the specific operational
decisions on, foreign policy.”

Biagio De Giovanni, the
Socialist chairman of Parl-
iament’s institutional affairs
committee, is critical of the
overall IGC result, especially
the modest extension of
qualified majority voting in
the Council of Ministers and
the failure to strengthen
substantially the Union’s
common foreign policy.

But he is encouraged by
some of the less publicised
changes. “The real U-turn
lies in allowing Parliament
to vet candidates for the post
of Commission president. It
is a virtual veto which we
could realistically exercise.”

For De Giovanni, the
other gain is the possibility
of a single electoral proce-
dure for the EU’s 626 MEPs.
“At the moment some of us
represent 4,000 people, oth-
ers 40,000,” he said. “We
are stil l  paid from the
national coffers at the same
salary level as our national
MPs. This has always pre-
vented the European Parl-
iament from acquiring a real
supranational dimension.”

Parliament’s president,
the Spanish Christian Demo-
crat José María Gil-Robles
Gil-Delgado, is engaged in a
difficult internal reform to
curb episodes of corruption
and expenses fiddling which,
he believes, derive primarily
from salary differentials.

“The issue of a single elec-
toral procedure has been a
thorny one for ages,” he
said. “Twice Parliament has
tried to put up proposals,
but we have been ignored on
the grounds that each mem-
ber state had its own tradi-
tion, which had to be resp-
ected. We must now find a
formula to combine the two
most common approaches:
one member per constituency
and proportional representa-
tion. Depending on the
goodwill of member states,
we might be able to vote
under the new system the
next time round, in 1999.”

Paola Buonadonna
BRUSSELS
LE FIGARO
The French daily laments the Jospin
government’s early moves.

THE state is stifling France – the state
and its functionaries. Every other
country has found its way out of this
trap. Abroad, they have cut the number
of state employees and privatised the
activities which should be matters of
private initiative. 
The result is that they pay less tax, and
have less unemployment than in
France.

Rather than adopt the general policy,
the Socialists in France are persevering
in error. No question of privatising
public utilities, according to the
Communist minister Jean-Claude
Gayssot in Luxembourg. No question
of continuing to cut state employees,
the minister Emile Zuccarelli told the
unions.

The functionaries are not all useless,
and it is not only in the public domain
that there is unhealthy overmanning.
That being so, the question of state
employees does not seem to be the
first priority. 

Before anything else, the plight of
the millions of people looking for work
should be addressed. That is what we
thought the new majority was elected
to do.

DIE WELT
The resolutions made at the Earth
Summit in New York do not impress
the German daily. 

THE great optimism characterising the
Earth Summit that took place in Rio de
Janeiro five years ago is hardly
detectable at the follow-up conference
in New York. 

In the end we are no nearer to the
big goals which were almost euph-
orically formulated in “the spirit of
Rio”.

Deforestation has not been stopped,
the extinction of various species
continues unchecked and the world-
wide emission of the greenhouse gas,
carbon monoxide, has reached record
levels. 

Yet as politicians in New York search
for meaningful phrases to trot out to
voters, hollow words fail to disguise
their failures. 

Further efforts are demanded with
renewed vigour and concrete terms. An
“efficiency revolution” is being strived
for, “lasting” aims must be defined, and
now a proclaimed “action phase” has
been put on the agenda.

Yet in everyday political life the
global ideals of protecting the envir-
onment still come a poor second to the
burning current issues of unemploy-
ment, health care and economic dis-
cussions. 

At the Earth Summit the uncom-
fortable truths have been happily
avoided. A dramatic and worldwide
reduction of carbon dioxide emissions
is no more possible to realise with the
current state of technology than by the
increased use of nuclear energy.

Yet who would have had the courage
to pronounce this loudly after
Chernobyl?
atch

The Spanish daily comments on an
English scandal.

JONATHAN AITKEN was a young and
ambitious junior minister for arms pro-
curement in the Conservative govern-
ment and was always suspected of
dubious Saudi and Lybian connections.

The daily broadsheet, The
Guardian, discovered that his Saudi
associates picked up the bill for a lav-
ish weekend in 1993 at the Paris Ritz.

Aitken denied everything, began
legal proceedings against the news-
paper and against the television
company, Granada, that had broadcast
a documentary examining the affair,
and testified his own wife had paid, by
hand, his hotel bill.

This week his defence collapsed as
the paper proved his wife had not even
been in Paris that weekend. The most
extraordinary thing about the case –
which is going to cost Aitken his
career, his marriage and £2 million

EL MUNDO
 ($3.2m) in costs – is that it is born of a
fairly minor mistake.

And that, like Richard Nixon (of
whom Aitken has written a biography)
and other politicians, the cause of his
downfall has been the stubborn and
haughty defence of the lie rather than
the actual offence.

THE IRISH TIMES

The daily calls for an international
ban on the use of landmines.

THE landmine injuries to six Irish sol-
diers in southern Lebanon, inflicted as
they were clearing the route to a UN
outpost, serve to highlight this issue
for the Irish public. Ireland has made
much of the running internationally in
pursuit of an outright ban on these
lethal weapons. 
They kill an estimated 25,000 people a
year, the majority civilians rather than
the combat troops against whom they
are ostensibly directed. 

A glance at the international statistics
lends credibility to the endeavour of get-
ting rid of landmines, which has recently
been boosted by an important political
commitment from the British govern-
ment. There are an estimated 110 mil-
lion landmines laid in 70 countries. Each
week they kill about 500 people. 

Laying them costs only a few pounds
but getting rid of them an estimated
Ir£1,000 ($1,500) apiece. The UN esti-
mates that at the present rate of
removal it would take 1,100 years to
clear them all. They are manufactured
in 45 countries. Given that they are rel-
atively inexpensive, it is not surprising
that poorer states with territorial dis-
putes are loath to give them up.

But the international diplomatic
effort to get rid of landmines must be
redoubled. This week in Brussels a
conference will consider a call on the
European Union to adopt a joint action
in favour of a treaty to ban their use
altogether. 

This is a progressive and achievable
objective and one that is worth the
enthusiastic support of the incoming
government.
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A loathsome
president of a

MILLAR’S EUROPE

POINTS OF VIEW
farcica
JOB is as good,

and often as imp-
ortant, as the per-
son who does it.

This is why the departure
of Zoran Lilic from the
presidency of Yugoslavia
this week matters so
much: because of who
comes next.

Ever since the death of
Josip Broz Tito, the man
who held Yugoslavia
together, the presidency
has been not so much a
job as an approximation
of one. Tito’s legacy – the
constitution intended to
govern the country after
his death – laid down that
it should rotate between
representatives of the six
constituent republics.

The idea was that such
a system would prevent
any one faction adopting
separatist or hegemonist
tendencies. In fact, those
were the only tendencies
at work: the centrifugal
forces were greater than
the centre of gravity. The
country disintegrated.

Curiously, the
presidency rem-
ained. The
rump Yugo-
slavia, which
still bears that
name, is made
up of only
Serbia, with a
population of
ten million
(even though
more than a
million of them
are ethnically
Albanian and
Serb citizens
reluctantly) and
M o n t e n e g r o ,
most of whose 650,000
inhabitants are ethnically
Serb.

Montenegro is a curi-
ous place. Most non-
Slavic Europeans dis-
pense with political
correctness and still call
it by the name used by
the former Italian colonial
power, perhaps only bec-
ause the original name, as
used by the inhabitants
and other Slavs, is Crna
Gora, which looks unpro-
nounceable to most of us.

It means, of course,
black mountain, an
approximation in itself to
the black hills, a refer-
ence to the thickly
forested, wild and beauti-
ful countryside that
makes up most of its ter-
ritory. It looks like ideal
bandit country – which is
precisely what it is.

In the 19th century,
Montenegro was a nest
for brigands and ruled
incompetently by a royal
family that was simply
there to lend a flimsy
aura of respectability.
The royalty has long
gone, but not much else
has changed.

In the post-communist
era, Montenegro is again
home to black marke-
teers, smugglers and
mafia groups with close
ties to their Italian con-
frères across the Adriatic.

But the state itself is
not internationally regar-
ded as criminal. Monte-
negro is not a global
pariah. Serbia, however,
is. Remaining in the rump
Yugoslavia has brought
Montenegrins only sanc-
tions and opprobrium.
Independence, however,

A
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l state
given its tiny population
and negligible legitimate
economy, has never been
a serious option. But
distancing itself from the
policies of Belgrade,
particularly in respect to
the war in Bosnia, has.
Indeed, the Montenegrin
Prime Minister, Milo
Djukanovic, owes much
of his popularity to trying
to do just that.

He has repeatedly
appealed to the interna-
tional community for aid,
arguing that his statelet
should not be lumped
together with Serbia,
dominated by the dema-
gogic Slobodan Milosevic.

Milosevic now has a
new agenda: he wants the
Yugoslav presidency. And
he looks like succeeding.
Crucially, the Montenegro
Socialist Party has given
him its backing, which
leaves little likelihood of
serious opposition in the
Yugoslav parliament.

Unfortunately, because
he is such a loathsome

i n d i v i d u a l ,
from a prag-
matic point of
view, making
Milosevic pres-
ident makes a
lot of sense. 

The rump
Yugoslavia is
farcical, an
accident of his-
tory that has
become a bad
joke: federa-
tion between
two such un-
equal partners
is nonsensical.

M i l o s e v i c
knows this. Ever since the
old, multi-ethnic Yugo-
slavia went into a tailspin,
he has been working,
sometimes overtly, some-
times covertly, towards
the old nationalists’
dream of a Greater
Serbia, with himself, of
course, at its head.

That, in effect, is what
now exists. It is only
prevented from being a
reality by the outdated
constitutional structures
that leave Montenegro
semi-detached and the
international insistence
that everyone pretends
the unworkable arrange-
ments in Bosnia are a
good thing.

They are not. They will
not last. The only solu-
tions are peaceful, if acri-
monious, partition, or a
resumption of hostilities.
Either way, in the long
term, Serbian Bosnia will
effectively, and one day,
legally be annexed to
Serbia proper. Greater
Serbia, love it or loathe it,
is only a matter of time.

It therefore makes
sense that there should be
movement towards a gov-
ernment structure for that
state when it emerges. I
have no doubt that Milo-
sevic will not put that in
place. The Montenegrins
may find their pride
wounded, but they have
few real alternatives.

The sooner the rest of
the world realises that
there is no alternative to
Greater Serbia, the better
for everyone. That might
provide the opportunity
to create real democracy,
and then one day to vote
Milosevic out.
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All talk and 
little action
THE first Earth Summit in
Rio five years ago was all
talk and little action. Then
New York became the venue
for our second chance to
save the earth’s climate.
Global warming is no longer
an abstract scientific theory.
It is happening now. Climate
change is already upon us
and pushing the politics of
ecology up the international
agenda. Ice caps are melt-
ing, rainforests are disap-
pearing and there is an
unpredictable pattern of
damaging climatic extremes. 

We should stop regarding
environmental concerns as a
threat or an irrelevance. One
of the biggest markets of the
future will be in the environ-
mental technologies of
resource management and
pollution control. There are
enormous opportunities for
companies and individuals
with skills in these fields. 

It is apt that last week’s
special session of the United
Nations was held in New
York, a city not at the fore-
front of energy conserva-
tion. It is of major concern
that these arguments are not
having a greater impact in
North America, where the
US and Canada continue to
increase their output of
greenhouse gases.
Christopher Dee
Braga, Portugal

Attitudes to
Germany
GERMANY is surely weary
of foreign attitudes and
reminders about its history.
Modern Germans cannot be
held to account for their
ancestors’ activities or gov-
ernment policies. Prejudices
and unrest exist in Ger-
many, as in other countries,
but foreign attitudes and
accusations about German
hegemony still surprise me
as much as them.

I was treated well during
my five years in Germany. In
fairness, I saw insularity and
some decadent chauvinism
in a pedantic society diffi-
cult to penetrate. Status,
image and achievement,
instilled from an early age,
do seem to be held above
most aspects of life and
humanity. 

But stiff attitudes pay off.
We can all be envious of
German achievement, their
social services and a crisp
formality in uncompromis-
ing efficiency that leaks
irritatingly into private life.
Paul Harris
Loughborough, England

Neglected
pioneer
YOUR article on the early
pioneers of flight (issue
370) neglected to mention
Otto Lilienthal. Born in
Anklam in 1849, this Ger-
man aeronautical inventor
studied bird flight in order
to build heavier-than-air
flying machines. 

He noticed that storks
expended no energy when
shoots

CYA
liding and concluded that
ift was provided by the flow
f air over a curved wing.
p to this time it had been
ssumed that it was the flap-
ing which created lift, and
any early attempts to build
 flying machine tried to

mitate this mechanism. 
After Lilienthal’s death in

 crash landing in 1896,
ews of his work reached
he US and influenced the
right brothers.
In the aftermath of the

econd World War there has
een a tendency to overlook
he achievements of German
cientists and engineers.
ell is credited with the

nvention of the telephone,
hereas Philipp Reis, who
emonstrated telegraphic
ransmission some years
arlier, is rarely mentioned.
eter Smith
rankfurt, Germany
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The Danube’s
open sewer
MARTIN Bak, an apologist
for the barbaric act of
removing the Danube from
its riverbed (Letters, issue
371), argues that while Slov-
akia destroyed the Szigetkoz
wetlands this is OK because
it has created swamps else-
where. But just as the rain-
forests of Brazil are more
than a few trees, and the
Riviera is more than a strip
of coast, so is the Szigetkoz
unique and irreplaceable.

The “thousand islands” of
the Szigetkoz evolved from
the delta of the ancient
Pannon Sea, Europe’s only
inland sea delta. Its 400
unique species had survived
since the last Ice Age. The
International Rivers Network
has labelled the Gabcikovo
st dinner, Helmut Kohl s
 earth would induce him
ts – cowboy or otherwi
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project the worst environ-
mental disaster in Europe.

When Slovakia diverted
the Danube into a concrete-
sealed canal in 1992, the
water tables of the Szigetkoz
dropped by two to three
metres. Within weeks, Eur-
ope’s oldest stock of pike,
perch, carp and bream was
transformed into a mountain
of death. As the Szigetkoz
dried up, its sea eagles, otter
and beaver began to die.
The once glorious Danube
became a trickle of an open
sewer at the bottom of the
original riverbed.

The World Court will rule
this autumn on more than
just the fate of the Danube.
This case, the world’s first
international environmental
lawsuit, will decide if the
global community has the
right to protect one of our
greatest natural treasures
tated
 ever
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against irresponsible state
governments.
Prof Bela Liptak
E-mail: liptakbela
@aol.com
Stamford, CT, USA

Hell’s Angels 
in blood feud
WITH regard to the feud
between the Hell’s Angels
and Bandidos in Scand-
inavia, Per Larson of the
Danish police has stated that
he does not believe they are
fighting over any criminal
activities. Norwegian expert
Tore Bjørgo describes it as
an “old-fashioned blood feud
with modern arms”. 

Most members of the
Danish parliament would
like to see a total ban on the
two gangs. But were such a
ban to be introduced, it
e G8 c
would probably lead to an
even more extreme situa-
tion. Leading members of
the two gangs are now in
contact and it is perhaps
through such dialogue that
peace can be negotiated.
Such an agreement will no
doubt require a change in
policy. The bikers need
something to look forward
to, such as the reopening of
club facilities.

Denmark’s “rocker law”
allows the police to prohibit
bikers from certain areas. In
practice, public security has
been reduced by this law
and by some of the methods
that the police have been
allowed to use, notably
reversed burden of proof.
Niels K Petersen
Køge, Denmark

Foul play
in Cyprus
FURTHER to “Cyprus split
over friendly games” (issue
370) and the cancellation of
football matches between
the north and south of the
island, Turkish Cypriots did
not leave the island’s foot-
ball association. They were
thrown out of it in 1955
when Eoka began its cam-
paign of violence against all
those who objected to eno-
sis, union with Greece. 

Soon afterwards, Turkish
Cypriots formed their sepa-
rate federation. Sports activ-
ities were enshrined in the
1960 constitution as “com-
munal affairs”, thus giving
full legality to the Turkish
Cypriot Football Federation. 

Despite this, the Greek
Cypriot side has managed to
manoeuvre Fifa to rule that
Turkish Cypriot football
teams have no right to play
football with any other team
“since the government of
Cyprus objects”.

This unlawful embargo on
all activities, including
sports, hurts Turkish Cyp-
riots. It is up to Fifa to have
a second look at the facts
and to ignore this illegal and
immoral prohibition on
Turkish Cypriot teams.
Hakki Müftüzade
London Representative,
Turkish Republic of
Northern Cyprus
London, England

States of union
and diversity
IN “Europe can tackle its
jobless queues the American
way” (issue 371), Thierry
Naudin adds to the confu-
sion about American states,
which are administrative
divisions of the same nation
(even if some experienced a
period of independence),
and European states, which
form the boundaries of
different nations. 

American states are like
French départements or
German Länder. European
nations have too different
interests, cultures and world
views, as the failed Amster-
dam meeting has revealed. A
United States of Europe
would have no more roots
than a US of Asia or Africa.
Philippe Jeannin
Lunéville, France
Should Roma
I ENJOYED Ian Mather’s analysis
(“Romania is the loser as Nato
embraces new trio”, issue 371) but
am appalled by the US rejection of
Romania’s application for Nato
membership and their ignorance of
the situation in eastern Europe. 

As a Romanian-born American
lawyer working in Europe, I have
been delighted by the changes in
Romania introduced after the Nov-
ember 1996 elections. Difficult
transition measures are being
implemented, yet US ignorance, or
perhaps nonchalance, will greatly
slow down and perhaps derail
Romania’s reform process.

Given the relative instability in
the Balkans – in former Yugoslavia
and Albania, and with the continu-
nia be left ou
ing Greek-Turkish conflict – the US
remains blind to this golden oppor-
tunity to further solidify and guar-
antee a strongly American-oriented
island of Balkan stability.

As America’s short-sighted deci-
sion is greatly influenced by the
bottom line – the cost of integra-
tion – I hope that this does not
result in a higher price eventually
having to be paid. Without a strong
military presence in the area the
US may have to step in some time
in the future, resulting in more
American soldiers coming home in
body bags. And all because the
politicians in Washington have once
again dragged their feet.
Dan Visoiu
Budapest, Hungary
t in the cold?
r THE Americans want to limit
Nato expansion to just three new
members – the Czech Republic,
Hungary and Poland. Romania
looks set to be left out in the cold. 

Ian Mather points to the fact that
the American decision is political,
“to ease ratification through a
sceptical Congress”. I now believe
that the best Romanians can hope
for from next month’s Nato summit
in Madrid is reassurance that they
will be in a second wave of new
members and some indication of
when this can be attained. 

This rejection could, however,
rebound against the government’s
economic reform programme.
RL Kurk
Madrid, Spain
Hitler’s ban  I read with interest
Ronald Payne’s column (issue
368) on fox-hunting in Britain, a
sport that may soon be banned. I
did note one minor error, namely
that the hunting enthusiasts might
look to France and Germany to
pursue the sport they love. 

This may be true in France but,
regrettably, does not apply to
Germany where that national
socialist Adolf Hitler chose to ban
hunting. Apparently, he saw it as
a cruel sport unsuitable for the
German people. How history and
politics repeat themselves.
Ed Hooper
E-mail: ejhooper@aol.com
Capistrano Beach, CA, USA

Flinn’s flak Sir Peter Ustinov
may, from a safe distance,
describe the treatment of
Lieutenant Kelly Flinn as
“grotesque” (“The B-52 pilot
brought down by hypocrisy”,
issue 368). For my part, I am
simply relieved that the US will no
longer permit her, even for the
sake of political correctness, to
fly one of their weapons of mass
destruction, not even if she
promises to get her love life more
appropriately organised.
JC Casey
Calgary, Alberta, Canada

London was first Professor
Smyke (Letters, issue 368) writes
that “the Anglo-Saxons who
‘invented’ distance learning in the
1970s first made a pilgrimage to
Unisa [South Africa] to see how it
was done”. As an external
graduate of London University, I
must point out that its external
degrees began in 1858. 

All other forms of distance
learning followed in its footsteps.
Harold Exton
Dunrossness, Scotland

Defending France How on
earth can Isabelle Mikus-Klemm
(“French voters hit by amnesia”,
Letters, issue 370) bear to remain
in a country among citizens of
whom she has such low esteem?

As an Englishwoman who has
lived in France for 27 years, I 
feel obliged to defend the people 
I choose to live among. 

Their ability to change course
when necessary, demonstrate
fraternity and, above all, reject
petty laws which serve no
purpose prove that they are not 
a nation of sheep.
Elin C Gulley
Peyrolles-en-Provence, France
orral

O, the Senate of the United
States has relented – up to a
point. Just over a week ago, it
voted by 90 to five in favour of

the reimbursement of $819 million
into the coffers of the United Nations,
an organisation continuously on the
verge of bankruptcy. This may seem a
large mercy to be grateful for, until it
is mentioned that it represents a
shortfall of about $600 million of the
approximately $1.4 billion owed.

Even this sum is linked to certain
conditions, and will be paid over three
years. The conditions include a reduc-
tion in the UN budget. In order to
help this necessity along its stony
path, the US has decided unilaterally
to reduce its contribution from 25 per
cent to 22 per cent between now and
1999. It has also reduced support for
peacekeeping operations from 31 per
cent to 25 per cent. 

The reaction of Kofi Annan, the
UN’s secretary-general, elected with
the support of the US, is worthy of
note for its tact and clarity: “It is
neither advisable nor wise to seek to
impose one’s will on sovereign

S
 states.” Without doubt, this is his way
of pointing out that the financial
contributions of member states are
subject to obligations contained in
signed international treaties, and have
to be debated by the body of the UN
before they can be approved. 

All this is complementary to the
conference of the eight leading indus-
trial nations in Denver, Colorado,
which has just concluded a generally
agreeable session. Bill Clinton was in
high good humour as the elegant and
easy-going president of the world’s
most powerful nation, just blessed
with symptoms of unprecedented
prosperity, unique at the moment. 

It is only natural that, in view of his
achievements inspired by a spectacu-
lar lowering of unemployment figures
and a bull market, he laid down the
law to Europeans as to the means
they should adopt to achieve com-
mensurate results. 

The Europeans reacted with mild
astonishment, insisting that their
problems were very different, and that
the American model could not be
adopted in Europe with any hope of
success. Their leaders also refused to
be fitted with cowboy boots for the
final dinner celebrating the Wild
West. Helmut Kohl stated that nothing
on earth would induce him ever to
wear boots, cowboy or otherwise. 

In view of his nation’s association
with jackboots as a symbol of oppres-
sion, it was perhaps a slight diplo-
matic lapse even to mention the word.
By the same token, it may well be just
as tactless to mention the word “con-
tribution” to Clinton in the future. 

That the Americans should be at the
top of the world at this moment is no
doubt due not only to their incredible
business acumen and gifts as tech-
nical visionaries, but is also the result
of confusion and disarray among their
international rivals. 

The collapse of the Soviet Union
has left them as the only superpower,
a position which creates its own diffi-
culties, at worst as perplexing as a
democracy without an opposition. If
Africa is for the first time wide open
to the direct commercial invasion by
American interests, it is the result of a
vacuum left by the former colonial
powers. The US backed the revolt of
Laurent Kabila in what used to be
called Zaire, while France clung to the
ghost of Mobutu until it was too late.

Now the US backs the entry of the
Czech Republic, Poland and Hungary
into Nato. France hopes to include
Romania. The US refuses. France
decides not to enter wholeheartedly
into Nato. The reason? The refusal of
the US to countenance any but an
American officer as commander of
Nato’s southern region. The elements
of minor conflict are not missing,
even if we have reduced confrontation
to the civilised level of mere irritation. 

Boris Yeltsin was invited for the
first time to the summit as a fully
accredited member, except in econ-
omic affairs where the Japanese have
a veto owing to the Russian occupa-
tion of the Kurile Islands, seized dur-
ing the Second World War. Yeltsin
managed to avoid the final gala,
pleading exhaustion after his recent
heart surgery. This way, he avoided
being fitted with cowboy boots, which
might have been construed by the
Zhirinovskys of the world as an
affront to Cossack cobblers.

So much for the often absurd sensi-
bilities of ancient powers, nowadays
less evident than the self-confidence
of the successful. One is struck by the
fact that certain vital precepts of
justice are being ignored, in life as in
the courts, where the pragmatic val-
ues of the plea bargain hold sway.
What is the payment of $819 million
out of a total of almost $1.4 billion,
accompanied by a list of conditions
for payment, other than the equivalent
of a plea bargain? 

T all events, it has nothing to
do with the non-fulfilment of a
written agreement, which is a
breach of contract. At this

moment it is wise to remember that
the UN was conceived by politicians
rendered idealists by the end of a ter-
rible war. It was set up as a world
forum, regardless of political or reli-
gious considerations. In this sense, it
was the most civilised and civilising
gesture in the history of mankind. It
was never imagined as an organisa-
tion capable of being influenced by
any pressures outside the unadulter-
ated will of the majority. 

It should not be necessary to
remind people of this, but perhaps it
is just as well, and even high time,
now that cordiality has replaced
friction on the platform.

A
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The road to a greener and more pleasant land

F

THE moral high ground proved irresistible to Europe’s lead-
ers at New York’s Earth Summit. Britain and Germany, the
only two countries currently on target to meet the timetable
to reduce air pollution, delivered pious lectures at the appar-
ent villain – the unashamedly gas-guzzling United States.

They are not entitled to their smugness, nor should the
Americans be gratuitously identified as the villains. The
United States is wasteful. But its responsibility for 25 per
cent of the world’s greenhouse gases must be set alongside
its 20 per cent share of world output. American governments
have also pioneered many of the ideas that are now becom-
ing fashionable in Europe. These include tax relief on insula-
tion, high-occupancy car lanes and road pricing.

The rhetoric of European leaders has been the ultimate in
posture politics as they set targets which will only be missed
when they are long into retirement. This demonstrates not
their resolve but their lack of stomach to take the measures
to change the way industrialists and car users behave.
Britain’s Prime Minister, Tony Blair, is in no position to tell
others what to do. His country is only on target as an
incidental consequence of his predecessors’ shutting down
most of its coal mines.

European governments are as far away as ever from a 
co-ordinated policy, refusing at the Amsterdam summit even
to introduce majority voting for environmental policies. The
ideas struggling out of the Brussels bureaucracy, and from
governments trying to appease an ever more strident green
lobby, either shift the problem from one region to another or
are so indiscriminate that they do more harm than good.

The Commission, inevitably for a body still stuck in a
dirigiste mind-set which believes that governments know
best, wants the sledgehammer solution of an energy tax
rench t
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producing a 20 per cent rise in fuel prices. This won’t wash.
It will neither reduce emissions significantly nor make
Europe a greener or more pleasant land. But it will hand an
unnecessary business advantage to our global competitors.

Its impact will be diluted because any drop in consumption
will be followed by a fall in oil prices. This will then feed
through to the cost at the petrol pump. Moreover, even if
prices do rise, all evidence – for example, from the 1973 and
1979 oil price shocks – suggests that oil price hikes have a
limited effect. Car drivers, as addicted to their vehicles as
cigarette smokers are to tobacco, would soon be driving as
many kilometres as before.

A tax hike would have an indiscriminate impact.
Industrialists competing on the tightest of margins in interna-
tional markets and car drivers in rural areas would be hit as
hard as motorists in pollution-generating cities. By putting
up the cost of living in the countryside, where often the car is
the only feasible way to travel, more people will be driven
into living in the very cities that generate the most green-
house gases.

A unilateral decision to increase Europe’s already high
energy taxes will have a perverse global impact. It will hand
competitive advantages to producers in the least environ-
mentally concerned corners of the world. The rise in
ry to squ
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greenhouse gases in Asia will in any case more than cancel
out any reduction in Europe. Even on present trends the rise
in China’s carbon dioxide emissions by 2020 will be higher
than the entire CO2 output of OECD states.

European business, already buckling under the social costs
imposed by many of their governments, will find higher
output costs to be one more unnecessary burden imposed by
vote-hungry politicians. It is symptomatic of the malaise
dragging down continental Europe that these considerations
are ignored by the Brussels policy-makers.

Other voguish solutions are just as flawed. Car users have
been expelled or heavily penalised for using the centres of
cities such as Florence, Copenhagen, Freiburg and Amster-
dam. In these oases, the air is cleaner, folk are healthier and
children walk to school. But the pollution is simply shifted to
the edges of the city where commuters dump their cars.
Those in the Commission looking for new ideas to make a
real reduction in greenhouse gases should come up with a
package which offers a mix of incentives and penalties to
replace the present impractical combination of higher taxes
and inflexible rules.

Road pricing is the best way to do this. The US, France,
Italy and Spain already charge for the use of some auto-
routes. This should be extended to urban areas – as it has
are fisca

e state spending. The result will not fit in with even soft EMU 

o a different k

Drinking it in: claret consumption among the rich in China is
been in Singapore – because it gives the consumer a real eco-
nomic choice. Tougher anti-pollution measures should also
present car drivers with options. They should, for example,
be asked to choose between using a catalytic converter or
any other future technology that works, buying a new car or
paying a tariff for the amount of pollution their car produces.

Other incentives, including exclusive car lanes, could be
offered to those travelling with three or more people in their
car. The impact could be dramatic. According to research by
Cologne University students, shared-car commuting could
eventually lead to a 1.2 million reduction in the number of
cars in use in Germany.

Factories don’t need to be regulated by complex rules,
which drain management time and are a penpushers’ charter.
Instead, they should have a system of incentives and fines
based on the pollution pumped out. That would give
managers the best possible incentive to the most efficient
way of reducing emissions. 

The New York summit has been a profoundly unattractive
occasion. European moralising has been matched by the
sight of an American president – no shrinking violet when it
comes to the meaningless gesture – caught between his
business and environmental lobbies. Asia is more concerned
with economic growth than greenhouse gases and Third
World leaders have seen another opportunity to force
western governments to get out their chequebooks.

There is no consensus on the way ahead. Any fine-
sounding declaration is no more likely to be kept than that
made in Rio five years ago. If Europe’s leaders want to take
an initiative for our continent they should stop spouting
sanctimonious drivel and risk the unpopularity of introducing
practical measures. 
l circle

spending targets

JACK DABAGHIAN
Eric Chaney questions the
sustainability of the new

government’s spending policy

RENCH Prime Minister Lionel
Jospin’s presentation of his pro-
gramme to the National Assembly
brought with it a risk of inconsis-

tency in French fiscal policy.
On the one hand, Jospin reaffirmed

“his determination to achieve economic
and monetary union according to the
timetable laid out in the Maastricht
treaty”. On the other, he said that fiscal
austerity was a thing of the past, and
announced extra and unexpected
spending measures with immediate
effect. Although Jospin was cautious
enough to avoid mentioning specific
figures, the result does not appear to
fit in well with even a soft interpreta-
tion of the EMU treaty requirements.

To start with the main points, the
prime minister announced that the
minimum wage would be increased by
four per cent from next month.
Although once again we have minimum
wage increases outstripping productiv-
ity gains, which will result in fewer
rather than more jobs, this was rather
good news considering the new politi-
cal situation. The communists and a
number of trade unions had asked for
eight per cent.

Moreover, the announcement of the
wage increases and reduction in work-
ing hours were made in a very cautious
fashion, lifting hopes that this govern-
ment has not forgotten that the econ-
omy has a supply side.

But as far as EMU prospects are con-
cerned, this is not the burning issue.
Adding up the cost to the budget of
July’s minimum wage rise, the fourfold
increase in the family allowance for
schoolchildren paid in September and
the programme to renovate council
houses (a million units over five years),
and subtracting the reduction of gen-
eral family allowances, which the gov-
ernment intends to restrict to low
income families from now on, means a
net extra spending of Ffr9bn ($1.5bn)
or so on our estimates, slightly above
0.1 per cent of GDP. Jospin did not
explain whether this extra spending
would be offset by spending cuts, or
extra revenue, or not offset at all.

Unfortunately for the politicians, the
accumulation of “marginal increases”
eventually adds up to a large budget
overshoot. When Jospin said that fiscal
austerity was finished, we raised our
public deficit estimate for 1997 from
3.3 per cent to 3.5 per cent of GDP,
although 3.3 per cent was still achiev-
able through a freeze on current

F

government spending. With such a
freeze now unlikely, and with the new
spending programmes announced by
Jospin, we have revised our deficit
forecast up to 3.6 per cent of GDP.

Stripping out the financial transfer
from France Telecom (Ffr37.5bn),
which has no fiscal policy meaning
from an economic standpoint, the gen-
eral government budget deficit would
stand at four per cent of GDP, follow-
ing 4.2 per cent in 1996. Considering
that GDP growth will have significantly
accelerated, from 1.5 per cent in 1996
to 2.4 per cent or so in 1997, even the
most friendly experts might have to
conclude that French fiscal policy has
failed to converge toward long-term
sustainability, if our estimates were
confirmed in early 1998.

The rationale behind these measures
is both social, inasmuch as it favours
low-income families, and, allegedly,
economic. French politicians of all
sides call it “boosting growth through
consumer spending”, something the
retail lobby is particularly fond of.
Unfortunately, not even John Maynard
Keynes, the original inspiration behind
the new government’s economic pol-
icy, ever had such an idea when he
diagnosed the problem as a lack of
“effective demand” at the time of the
Great Depression. Instead of boosting
consumer spending, he had recom-
mended boosting public investment on
infrastructures by means of budget
deficit. In this regard, it is worth keep-
ing in mind that in the 1930s the debt
to GDP ratios of industrial countries
stood at 20 per cent or so, less than
one-third of their current level.

In addition, financial markets did not
monitor the sustainability of fiscal
policies as they do now. Last but not
least, private households were less sen-
sitive to budget deficits than they have
become since, having learned the
painful lesson that unsustainable fiscal
policies always end in a loss of wealth,
either through higher taxes of large-
scale devaluation. For all these rea-
sons, I doubt whether Keynes would
make the same analysis nowadays.

O be fair, Jospin and his experts
are aware of these hurdles, and
would probably agree that a new-
style Keynesian policy would

only make sense if implemented at the
European Union level, since the EU is
much less open to foreign trade pres-
sures than its component countries.

A few years ago, highly regarded
economists led by Frenchman Edmond
Malinvaud and Belgian Jacques Drèze

T

put out a call from Stockholm urging
European governments to deal with
high unemployment by a mix of cuts in
unskilled labour non-wage costs,
improved efficiency within labour mar-
kets and large-scale spending on cross-
border infrastructure projects. Socialist
experts have not forgotten the latter
part of this recommendation. 

But as has been revealed in Dublin
last December and more recently in
Amsterdam, not even the most left-
wing of the European Union govern-
ments are ready to follow the French
on this path.

Almost all the high-income countries
crippled with a high public debt to
GDP ratio: Belgium, Italy, Sweden, the
Netherlands and Austria, are governed
by left or centre-left governments that
have struggled hard to stabilise then
reduce their debt to GDP ratio through
ind 
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severe budget restraints. They would
consider it counterproductive in terms
of public opinion to send a different
signal from Brussels. None of these
governments can have any sympathy
for the idea of spending more.

With almost no room for manoeuvre
at the EU level on the fiscal policy side,
we are back to French domestic econ-
omics. As a result of the government’s
initial decisions, consumer spending
will eventually be slightly higher than
expected. According to our provisional
accounts, real spending might increase
by 2.2 per cent in the third quarter,
lifting the expected annual average
consumer spending growth for 1997
from 1.3 per cent to 1.7 per cent. 

This is good news for retailers and
importers, but might prove to be just a
flash in the pan for the whole econ-
omy. French companies might consider
the consumer boom as transitory, and
hesitate to increase capital spending,
considering the uncertainties surround-
ing the extra wage costs associated
with the reduction of the working time
without pay cuts, and the labour
market regulation envisaged by the
new government.

In other words, what could be gained
on the consumer front is likely to be
lost on the corporate investment one.
Even though this particular point might
be debatable, once again, it is not the
burning issue with regard to EMU.

Hopefully, the finance minister,
Dominique Strauss-Kahn, and his pow-
erful administration will take some dis-
creet but painful decisions limiting the
budget deficit slippage in the last part
of the year, and draft a 1998 budget in
line with a deficit not exceeding three
per cent of GDP. I continue to believe
that this is technically possible without
hurting the recovery which is stronger
than generally assumed in France.

One might argue that it would create
serious political backlash within the
“pink-green-red” coalition but, after all,
the Socialist Party and its close allies
have a sufficient majority in the assem-
bly to deal with it. But we have to
admit that no guarantee was given by
Jospin in his speech to the Assembly.

Our conclusion is that France’s part-
ners and markets might doubt whether
the French are really committed to
EMU. Interpreting the EMU deficit and
debt criteria by considering trends as
well as levels is clearly allowed by the
Maastricht treaty, although not a first
best for Germany. But the risk the
French government should be aware of
is that even the trend might disqualify
France in April 1998.

Eric Chaney is Senior Economist at
Morgan Stanley Dean Witter in Paris
of red

y TO redress the balance of dimin-

ishing wine consumption among
the French, freshly prosperous
Chinese citizens have developed an
insatiable thirst for good claret.

They are buying enough to gladden
the heart of every château holder in
Bordeaux. It is a development that
scares every discerning wine buyer
who fears an uplift in prices.

The Far Eastern trade is becoming
so important that plans are afoot to
duplicate the annual summer Bord-
eaux wine exhibition next year in
Hong Kong.

Does this mean that the wine bars
of France will start to proliferate
throughout the Middle Kingdom as a
tit for tat against the invasion of
Europe by Chinese restaurants? The
Chinese, keen topers by nature, are
becoming equally formidable as con-
sumers of good Scotch whisky, now
being imported in quantity. Maybe
what they are after is a bit of variety.
You can’t go on forever drinking
obligatory rice wine toasts on every
great occasion.

y A CALIFORNIAN German
named Eric Helfert has

embarked upon the forlorn task of
publishing a novel intended to make
the outside world love, or at least
sympathise with, the Sudeten Ger-
mans. He is one himself; one whose
story has a happy ending in that he
and his mother finally found refuge in
the United States.

Those with long enough memories
recall that the unfortunate minority,
whose presence in Czechoslovakia
served as an excuse for Hitler’s
seizure of that country in 1938, had a
rough time. They had already been
bullied by Czechs and Slovaks.

The fatal irony of life for these peo-
ple, trapped at one of the crossroads
of history, was that just as the rest of
Europe was being liberated by the
Allied forces, their misery started all
over again.

Condemned as a defeated segment
of the “master race”, they were perse-
cuted again by Czechs, Slovaks and
Russians. Some, like Helfert, escaped
to West Germany and eventually to
the US. Once there, he achieved like
mad. With a Harvard Business School
doctorate he became a business exec-
utive. Even more unexpectedly, he
wrote Techniques of Financial
Analysis, which became a bestseller.

On a trip to Europe, Helfert chose
to launch himself into literature with
his novel Valley of the Shadow. It is
so autobiographical that pictures of
his own family illustrate the text.

To write and remember early life
and sufferings in a country he no
longer has any desire to visit was a
comforting personal experience, he
says. He hopes, too, that it will draw
attention to the struggles against fate
of a half-forgotten European minority.

y WITH bated breath the world
waited for the big production

numbers for the international
première in New York of Earth Two.
Fresh from pre-runs in Amsterdam
and Denver, Colorado, the glittering
star-studded cast reassembled after
stowing away cowboy shirts and
bicycles. This time the principals, Euro
Brats and the G8 gang, were reinforced
by extras from the Third World singing
old favourites like Greenhouse Blues
and Ecology Baby.

But first, one or two points need
clearing up about the earlier shows.
Frankly, the Dutch-created Biking
Statesman act was a failure.

To see what went wrong you needed
only look at the more daring world
leaders a-wheel to realise that they
had not mounted the iron pony since
they last wore short trousers. For
want of trouser clips their trouser legs
flapped in wind, chains and oil. The
boys did not even have the wit to tuck
their turn-ups into their socks. To
borrow the bike metaphor most
favoured in France in a political
context, they had figuratively lost the
pedals.

The other misapprehension was
caused by Helmut Kohl refusing to
model cowboy boots. Being built to
roughly the same scale myself, though
less generously, I can understand his
reluctance. Real men do not have a lot
of contact with their distant feet. For
that reason they favour slip-on shoes
and avoid the agony caused by pulling
boots either on or off.

y I TOOK a day off to join the big
honchos of aviation at the Paris

Air Show. As a dinner guest of Ray-
theon Company, the American people
who know a thing or two about
missiles, warplanes and electronics, I
found the gossip pleasantly un-
warlike. Basil Zaharov, the original
merchant of death, would have been
shocked.

Talk centred less upon the weapons
of war, more on mergers and take-
overs in the defence industry. Peter
d’Angelo, Raytheon’s chief financial
officer, is convinced that the big com-
panies will have to get bigger.
“There’s no space left for small-time
players,” he says. His company is
setting the pace by buying defence
divisions of Hughes Electronics and
Texas Instruments. 



• NEWS10 26 JUNE - 2 JULY 1997 – THE EUROPEAN

Murder puts campus
fiefdoms in the dock

The law department at Rome has fallen
under suspicion. Chris Endean reports

Shot: Marta Russo Accused: Giovanni Scattone

DAVE HOGAN
HEN 22-year-old
philosophy student
Marta Russo was
shot dead outside

Rome university last month,
investigators were confident
of finding her killer. What
they did not expect was to
find themselves examining
why a university jurispru-
dence department should
think itself above the law, or
starting an anguished
national debate into abuses
in the Italian university sys-
tem.

The murder took place as
hundreds of students left the
capital’s premier Institute of
Legal Philosophy. Wit-
nesses, said the police, were
bound to come forward.

But instead investigators
encountered a wall of
silence. Only when detec-
tives tapped the institute’s
telephone and overheard its
director, Professor Bruno
Romano, pressurising staff
to avoid helping the inquiry,
did they understand why.

Professor Romano, placed
under house arrest for seven
days accused of obstructing
justice, claimed he was pro-
tecting the good name of his
institute, apparently citing
the philosopher Heidegger
to suggest that it was best
not to ruin two lives when
one was already destroyed.
Then forensic scientists dis-
covered that the shot that
killed Russo was fired from
his institute’s library.

Within days, a secretary
pointed the finger at two
junior lecturers. Giovanni
Scattone was charged with
murder and Salvatore Ferr-
aro named as his accom-
plice. A porter claimed he
saw the two suspects enter
the library, and then with-
drew his statement amid
rumours of threatening tele-
phone calls.

According to investiga-
tors, Marta was the innocent
victim of a game in which
shots were fired over the
heads of passing students.
Both the accused deny the
charges.

Such was the national out-

W

The Eur

These

Ferrari 

The Niki Lauda S

Inside Track

9/16 Nigel Mans

Any three videos
POSTAGE & PACKING*
Please add: £1.20 (UK), £2.75 (Europe incl. R
£4.95 (Rest of world incl. Canada/USA). Impo
country, where applicable, are not included. Go
subject to availability. Please allow 28 days fo

The European has 
Monaco Grand Prix 
commemorate some
motorsport we have 

four videos that will g
some of the most ex
and races in motors

WE
Fer
the
war
rev
and
1 c
its 
vid
trag
and
Ma

Fe
rage that the prime minister,
Romano Prodi, was moved
to attend Russo’s funeral.
Meanwhile the capital’s La
Sapienza University, the
biggest in the country, came
under intense scrutiny.

The police used the word
omertà, the code of silence
more normally associated
with Mafia bosses than
Rome’s intellectual elite, to
describe the obstruction
they faced. The newspapers
joined in. “We thought cul-
ture could tell the difference
between the omertà of the
Mafia and omertà in class-
rooms where you teach legal
philosophy, but no,” wrote
the Rome daily La Repubb-
lica .  “You shut up; you
cover up in one place just
like another.”

Giorgio Tecce, the univer-
sity rector, has set up an
internal commission of
inquiry. With 40,000 stu-
dents and just 80 lecturers,
Rome’s Facoltà della
Giurisprudenza, it has been
revealed, resembles a feudal
state built on patronage and
power. Professorships, lec-
ture posts, grants, in some
cases even exam passes, are
given out according to who
you know and not what you
know.

At the apex of this pyra-
mid of power sit professors
such as Romano. “Profes-
sors have transformed them-
selves into barons interested
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rrari
only in administering their
slice of the cake,” says
Franco Ferrarotti, a sociolo-
gist at La Sapienza for 40
years and no supporter of
the established orthodoxy.
“No one can touch their
kingdom, not even the
police. Only the privileged
few have access to this
world. This collapse of cul-
ture in the temple of culture
is astonishing.”

Both the accused in the
Russo case were part of the
“privileged few” at the insti-
tute. With a large number of
the institute’s 80 lecturers
employed as lawyers in pres-
tigious practices outside the
university, graduates are
often hired to fill the vac-
uum. Salvatore Ferraro lec-
tured to students, wrote
papers for his professor and
conducted exams, but only
recently graduated himself.
“We often know more than
they do,” claimed one stu-
dent this week.

As for director Romano,
one lecturer at La Sapienza
describes a man “caught
between two worlds: the
legal one which he studies
and which calls for the con-
viction of Russo’s killer, and
the one inside his institute
whom he is desperately trying
to protect from the police”.

Whatever the outcome of
the inquiries into Romano’s
fiefdom, the revelations
have led to inquiries extend-
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ing across the entire Italian
university system. The
patronage game, it appears,
is not limited to La Sap-
ienza. Some say this
explains why none of Italy’s
recent Nobel laureates have
university chairs in their
country of birth.

Inevitably in this feudal
world, the part of the serf
falls to the students. More
than 1,000 students gather
outside the institute at dawn
hoping to find a place in an
overcrowded lecture hall.
The lecturer-to-student ratio
is so high that you need to
be recommended to find a
professor willing to super-
vise your thesis.

For Andrea Ranieri,
national trade union spokes-
man for universities, the sys-
tem is the product of a
national curriculum that
puts professional prestige
above pedagogic principles.
In Italy, professors win
points in the academic
league table according to
the number of articles they
publish, not their prowess in
the lecture theatre. They are
required to lecture only a
minimum of three hours per
week.

The result, says Ranieri, is
a nation of permanent stu-
dents. Only a third of the
students who enroll in uni-
versities each year make it
to graduation. Those who do
cross the finish line often
take double the usual four
years.

Ranieri has a recipe for
cleaning up the system. He
is calling for greater empha-
sis on teaching in smaller,
more efficiently run univer-
sities. “The ideas have been
tabled but the committees
are filled with the same pro-
fessors running the current
system,” he laments.

Professor Nicolo Lipari, a
former Christian Democrat
senator and father of the
secretary who identified
Scattone and Ferraro, adds:
“The worst fate that can
befall a society is the convic-
tion that living a good, virtu-
ous life is useless.”
Arabian night? Not even
for $10m, says Brigitte

The statuesque Dane denies taking $1m
from a stranger, writes Saskia Sissons

Indecent proposal: Brigitte Nielsen says she was sickened when she heard the story. ‘I lead a very quiet, private life’
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WHAT’s a girl to do? An
Arab prince offers you a
million bucks in cash for a
24-hour sex session, no
strings attached. Well,
would you? 

Brigitte Nielsen, the
voluptuous Danish actress
whose career has fallen on
hard times since she
jousted with Arnold Schw-
arzenegger in Red Sonja, is
unequivocal. No way. Not
even for $10 million, she
said, following this week’s
report in the French gossip
magazine Voici that she
had accepted $1m to sleep
with a member of the
Saudi royal family.

“I would never do such a
thing,” she said in a heart-
felt denial to the Sun
newspaper in Britain. “I
felt sick to the stomach
when I heard these
stories.”

According to Voici, the
Stars

YELO BLCK
34-year-old former wife of
Sylvester Stallone report-
edly agreed to the request
after Pamela Anderson and
Geena Lee Nolin of Bay-
watch turned him down. 

It claimed that the
prince made his offer after
becoming obsessed with
her silicone-enhanced
40DD figure. It said the
tryst took place in a suite
at the Hotel Martinez in
Cannes. When it was over,
Nielsen went shopping,
alleged the magazine. “She
was short of money at the
time and the offer simply
proved to be too tempting
for her.” 

The allegations made
about Nielsen, which mir-
ror the plot of the Robert
Redford movie Indecent
 vie for
Proposal, proved equally
irresistible to the British
tabloid press, which
indulged in a feeding
frenzy while French news-
papers remained aloof.  

This is not the first time
allegations have been made
about Arab princelings liv-
ing on the Riviera and stat-
uesque European blondes.
Last month the Austrian
press reported allegations
by a beauty queen that she
had been sexually abused
by a man claiming to be a
prince after being invited
to Monte Carlo by the
organisers of Miss Vienna.

Nielsen told the Sun: “I
cannot think of any worse
accusation against a wom-
an. I lead a very quiet, pri-
vate life and cannot believe
 Guerin
they are making these lies
up against me. 

“Forget about my image.
I am a mother [of four]
first and foremost. They
have accused me of selling
sex for money. I cannot
think of any worse accusa-
tion against a woman.

“I am not a prostitute. I
would never do that.”

Voici’s response was
blunt. “Sue us,” they said.
Bruno Thiery, the deputy
editor, said he was unable
to comment on the story. 

Under the French law of
droit à l’image, he added, it
is illegal to publish some-
one’s photograph without
their permission. 

“Obviously this has been
breached and Brigitte
would have no problem
winning a case and money
from the magazine. But so
far we haven’t heard a
word from her lawyers.”
 role

A YEAR AGO this week Veronica
Guerin, an Irish crime journalist, was
assassinated by hitmen paid for by one
of the drugs barons she was trying to
expose. Now an unseemly scramble
has broken out between rival studios
making films based on her life, with
some of Hollywood’s finest actresses
vying for the leading role, writes
Saskia Sissons. 

Gwyneth Paltrow and Elizabeth Shue
wanted it badly, but Winona Ryder and
Jodie Foster have emerged as victors
in the contest to play the role – a fear-
less reporter who devoted her life to
uncovering gangland godfathers. 

Just two months after Guerin’s
death, Hollywood was on the scent
with a biopic starring Jodie Foster.
Walt Disney’s Touchstone Pictures
signed big-gun director Jerry
Bruckheimer for the project and sent
representatives to persuade the griev-
ing family. Her husband, Graham
Turley, initially co-operated, but nego-
tiations collapsed after talks with
Danny de Vito’s company, Jersey
Pictures, about another project. 

A second project, directed by
Michael Sheridan, who worked with
Guerin at the Sunday Correspondent
newspaper, is due to start filming this
autumn. Winona Ryder will star with
Patrick Bergin in a $10 million crime
thriller by Irish Screen about a journal-
ist murdered by Dublin gangsters.
Ironically, Guerin was a consultant on
the project when she was killed.

“The film is loosely based on her life
but it’s not Veronica’s story, because
that’s not over yet,” said an Irish
Screen insider. “We have been working
on this since before she was killed.
Veronica sat down and discussed the
project with us and a lot of the scenes
were written with her co-operation.
She saw this film as part of her work.”

For years Hollywood’s love affair
with Ireland focused on an idealised
Emerald Isle; now it has taken a dark
turn. Quentin Tarantino visited in the
spring to find locations for Five Leaf
Triad, a big-budget crime movie.
Meanwhile John Boorman, the British
director, acquired the rights to a book
about the “General”, the ruthless Dublin
criminal, from journalist Paul Williams.
Filming is due to start in the autumn
with Gary Oldman in the lead role. 

“Veronica’s life has become a big
industry in Dublin,” said her younger
brother, Jimmy. “I think she would
have laughed if she had known that
Jodie Foster would be playing her.
Unfortunately you can’t stop this kind
of industry.”
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Secret art of the mountain monks

Christ and the
Virgin Mary
Clio Mitchell travels to
Thessaloniki where the icons

of the Greek Orthodox
monasteries of Mount Athos
are on show to the public for

the first time in 700 years

S I viewed the gleaming icons
from the monasteries of Mount
Athos in Greece, the thought
struck me that mine were some

of the first female eyes ever to meet
their gaze. For centuries, these exquis-
ite treasures have been shut away in
the men-only retreats of the holy
mountain, inaccessible not just to half
the human race but, in some cases, to
everyone bar male art historians. 

Now, their art is on show until
December at the Museum of Byzantine
Art in Thessaloniki in its first and only
public outing. The Treasures of Mount
Athos exhibition took many years to
come to fruition. The late culture
minister, Melina Mercouri, had been
aware of the attraction of these objects
and campaigned, unsuccessfully, for
them to be put on public show in the
mid-1980s. Only now, with nearby
Thessaloniki this year’s Cultural
Capital of Europe and a perceived
renaissance in the Greek Orthodox
Church, has the project borne fruit.
However, four of the 20 monasteries
have still refused to release any items. 

Amid much pomp and reverence,
presidential speeches, Orthodox chant-
ing and banquets in honour of the
black-robed and bearded holy fathers,
the exhibition opened last week. The
spiritual nature of the project was
underlined, and the “loving gesture” of
the monks in exposing their treasures
to the public gaze was emphasised. 

The exhibition is spectacular.
Hundreds of items, from architectural
models, mural fragments and stone
carvings to icons, illustrated manu-
scripts, embroideries, documents, jew-
elled crucifixes and chalices, and an
array of objects from the monks’ daily
life are on display at the specially
extended and adapted museum.

A team of 100 scholars worked for
two and a half years to produce the
exhibition and its catalogue. This and
related publications will shed new light
on the secretive monastic community,
recently swollen to more than 4,000
monks, its largest population in more
than 1,000 years of existence.

The religious state of Mount Athos
occupies a narrow finger of land with a
mountain more than 2,000 metres high
rising sheer at its far end. It forms part
of the Halkidiki peninsula to the east of
Thessaloniki, Greece’s second city. The
first hermit monks who settled there by
800 resisted the arrival of monastic
communities. They expanded rapidly,
however, with the area’s accessibility
by sea attracting foreign monks, too. 

Mount Athos’s monks acquired royal
protection and survived various
periods of foreign domination, as well
as raids by pirates. Each monastery
was built like a fortress and maintained
its own arsenal. The community even
managed to remain the spiritual focus
for the Orthodox world and flourish
during the long years of Ottoman rule.  
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Saint Ephraim
the Syrian
By 1963, as the monastic republic of
Mount Athos approached its millen-
nium, the future looked bleak with a
dwindling population of around 1,100
ageing monks living in crumbling
buildings. In the early 1970s the popu-
lation grew by one, however. This was
the first sign of growth towards today’s
healthy numbers.

As the largest Orthodox monastic
centre, Mount Athos always imported
the best craftsmen of the age, so its
artistic riches show the best of
Byzantine and Orthodox creativity. The
exhibition thus offers the Orthodox
he Dormition of St Ephraim the Syrian show
f monks lamenting over the mortal rema
aint who is wrapped in a monk’s habit an
w slab with an icon on his chest. The w
om the mid-15th century, features a sem
rieving monks. Some bend to give the sa
equivalent to the history of western art
from the early medieval period through
to the 19th century. While technical
evolution is much less evident – icons
essentially remained the same energeti-
cally drawn, stylised portraits of saints
and biblical scenes on a plain gold
background – the expressiveness of
many of these images is compelling.

The exhibition opens with detailed
models and photographs of the monas-
teries and their environment. Then the
visitor emerges into a large room filled
with artefacts of monastic life. 

An improbably enormous wooden
s a group
ins of the

d laid on a
ork dating

icircle of
int the last

kiss and a priest swings a
background strikes a woode
the saint’s death to the herm
the funeral. They are depicte
working or studying. In the 
bust of an angel is shown c
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wine press dominates the room. Its
vast barrel can apparently store 22
tonnes of wine. Surrounding this
exhibit are pots, pans, vast silver trays,
intricately carved wooden chests and
fantastically elaborate metal clasps. 

The centrepieces of the exhibition
are the 12th to 19th-century icons.
Mount Athos has around 20,000, the
largest collection in the world. Perhaps
in honour of their function as devo-
tional objects, it is possible to get very
close to them. They seem to come
from an impossibly distant culture that
lived by very different values. Their
 censor. A monk in the
n semantron to announce
its and summon them to
d in rocky caves praying,

upper part of the icon the
arrying the saint’s soul to

heaven. Other
– are being a
donkey, anoth
carried by two
Behind the s
with the walls 

YELO BLCK
rich golds, reds and blacks, elegant
lines and jewelled surfaces enchant.
Those of the famous 16th-century
Cretan painters Theophanis and Euph-
rosynos are particularly striking. 

Extraordinary and luxuriant beards
are a feature of a number of images. In
a small icon of St Makarios the Roman,
the saint is shown sitting in a cave with
lions, naked but for his flowing locks.

Another compelling work is a large
painting whose gilded grid structure is
crammed with hundreds of neatly
evoked and ordered saints, some for
each day of the year, surrounded by 70
 hermits – many of them old, ill or infirm
ccompanied to the funeral one on a
er riding on a lion, yet another on a litter
 monks. One crawls there on his knees.
emantron, a western-style landscape 
of a township discreetly unfolds. 
images of the Virgin and Child. This
was a gift from Tsar Nicholas II.  

A splendidly carved 15th-century
lectern, some intricate inlaid doors and
an array of dazzlingly jewelled cruci-
fixes are further highlights. There is
also one of the first manuscripts to be
created after the iconoclasm, the
heretical movement from 725 to 842
which aimed to destroy icons and reli-
gious images. It is fortunate that this
was crushed. Had the Church remained
opposed to figurative depiction, we
would have had none of these windows
to the divine.
Budget
cuts take
their toll
Paul Anastasi in ATHENS 

finds that many of the cultural
capital’s celebrations have been

cancelled owing to cutbacks
THESSALONIKI’s year as European
cultural capital is not all dazzling gold
and contemporary brilliance. Hundreds
of events have been cancelled due to
lack of adequate space and because of
government budget cuts reflecting dis-
approval over alleged financial and
organisational mismanagement.

While some infrastructural projects
were not finished in time to create
room for some of the planned events, a
further reduction of the number
resulted from the cutbacks.

Soon after Prime Minister Costas
Simitis and Evangelos Venizelos, the
culture minister, attended the gala
opening in February, the latter criti-
cised the event as an “organisational
fiasco” and in some cases, events were
called an “international embarrass-
ment”. Within weeks, a Dr10-billion
($40 million) cutback was announced,
necessitating the cancellations.

The cancelled events almost over-
whelmingly involved Greek partici-
pants, as it would have been difficult to
disrupt the plans and contracts of for-
eign groups, ensembles, speakers and
exhibitors. Venizelos expressed his dis-
appointment in a letter to the organis-
ing committee, and also instigated pro-
ceedings over the evidence of financial
and organisational mismanagement. 

The organisers have denied the alle-
gations and announced their intentions
to counter them at all levels. They say
they have managed surprisingly well
considering the pressures involved in
organising an event of such magnitude.

The dispute comes as the climax to
several years of organisational infight-
ing, which has witnessed the changing
of five consecutive directors of
Thessaloniki Cultural Capital 1997.

Now half way through this busy year
of events, neither the government nor
the organisers appears keen on fanning
a controversy which can only further
tarnish the prestige of the city.
Christ Pantokrator (above) and The Virgin Hodegetria
(above right) by Theophanis the Cretan, circa 1535-45,
from the Iviron monastery. The adult Christ, depicted
as ruler of the universe, makes a gesture of blessing
with his right hand. He holds a gospel in his left, with
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n inscription from St Matthew reading: ‘Come unto
e, all ye that labour and are heavy laden, and I will
ive you rest. Take my yoke upon you and lean on
e’. The image of the austere Virgin Mary holding the

erene Christ child includes the archangels Gabriel
and Michael. The Virgin’s halo is interspersed with
four dotted circles enclosing the symbols of the four
evangelists. A striking characteristic of this faultless
icon is the Virgin’s intense gaze, with its indefinable
sadness as she ponders Christ’s future Passion.
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Save millions
by calling in
the experts

Franchising is proving a highly effective
method of expanding a business, while
providing support for small businessmen.

In this report we look at the wide range of
franchising activities in Europe. We focus
on a consultancy franchise, a children’s

sportswear outlet selling in Europe, the US
and Middle East, a frozen food business
and an award-winning recruitment firm. 

Every second counts: Expense Reduction Analysts looks for key areas of savings – some companies do not even know how many phone lines they have 

Peter Chapman talks
to analysts who can
slash 15 per cent off

company costs

TELEGRAPH COLOUR LIBRARY
OST cutting is vital
for any modern busi-
ness, and so the ser-
vice offered by

Expense Reduction Anal-
ysts, the consultancy fran-
chise, which peers into
every nook and cranny of a
company’s affairs, is well
attuned to an increasingly
competitive international
environment. The ERA net-
work spans 17 countries and
involves some 1,400 special-
ist consultants.

“We look at the general
expenses incurred by a busi-
ness,” says John Goodhardt,
managing director of ERA
France, the master fran-
chisor in that country, based
in Paris. “I’m usually disap-
pointed if we can’t make
savings of 15 per cent,
which for a company operat-
ing on a marginal profit can
be quite strategic.”

Such savings “go right to
the bottom line,” says
Reginald Nobels, his coun-
terpart in Belgium, based in
Waterloo. “If we help save
one million francs, a com-
pany may need sales of any-
where between Fr30 million
and Fr40m to make that
kind of money.”

Key areas where ERA
looks for savings are ser-
vices such as cleaning and
catering, stationery supply,
photocopying, insurance
and banking, transport and

C

Catchin
young m
the courier business. In
countries where privatisa-
tion has taken hold, such as
the UK, big savings can be
made in telecommunica-
tions. Belgium, where the
process of removing the
telecommunications monop-
oly gets under way next
year, will no doubt prove to
be a profitable growth area.

Often, however, it is
merely a question of organi-
sation. “Some companies do
not know how many phone
lines they have,” says Philip
Rizzo, the managing director
of ERA Italy, based in Milan.
“Then you tell them there
are 43, eight of which
haven’t made any outgoing
calls in the past ten years.”

ERA franchisees are
linked on an “intranet”, the
organisation’s own internet
business information ser-
vice, which provides an
extensive database of sup-
pliers and information. This
facilitates finding the best
price for a service.

“As a company looking for
a service, you are dealing
with experts in their field,”
says Goodhardt. “For exam-
ple, a cleaning firm knows
g the
arket
its cost structure better than
you do. But with the experts
and database we have, you
get a specialist. Obviously,
you are going to do much
better in your price negotia-
tions.”

In a country like Austria,
entry into the European
Union has helped. “Prev-
iously people had no option
but to pay Austrian prices,”
says Christian Kienzl, the
country’s master franchisor,
based in Innsbruck. “But
where Vienna only has 40
cleaning companies, Munich
has 300. In that service
alone we have been able to
make savings for our clients
from 50 to 70 per cent.”

ERA franchisees charge
on a “results only” basis,
with fees amounting to half
any savings made. “We are a
replacement for the tradi-
tional consultancy,” Rizzo
says. “You get some large
firms charging anywhere
between £1,000 ($1,600)
and £2,500 a day. After sev-
eral weeks they produce an
expensive 50-page report,
40 pages of which could
apply to any other client and
all of which you gave them
the information for. It makes
sense for this type of busi-
ness to be a franchise.” 

ERA clients come from
widely different areas,
including major accountancy
firms like KPMG, academic
Warm response: Eismann’s 

Eisma
food to
institutions such as the
University of Amsterdam,
and manufacturing compa-
nies like Miele and Unilever.

On the corporate side,
multinational corporations
are often more likely to take
the plunge. “Austrian compa-
nies can be very conservative

about using a service like
ours,” says Kienzl. “But firms
here which have international
experience are less so.” 

It is also a service which
appeals to the public sector
as well as private business.
“We have had a good recep-
tion from local authorities in
4,000 franchisees in Europe use refrigerated lorries to sell frozen

nn delivers fr
 customers’ 
Quality and reliability has let the German
group spread its net, writes John Phelps
France,” says Goodhardt.
“They have very slim man-
agement resources and are
under increasing pressure to
cut their purchasing costs.”

Rizzo says: “Basically, we
provide a hand-holding exer-
cise. People in a company
tell us what it is they do.

Normally no one thinks to
speak to the receptionist,
for instance. But if you want
to know the most efficient
courier, she’s the one who
sees them all.”

Cost savings of this sort
are also an alternative to
such demoralising trends as
 foods direct to customers

ozen
doors

Select 
newcom

Sir Bernard presents the awar
“downsizing” that have
swept the corporate world.

“I have had general man-
agers tell me,” says Nobels,
“that companies should be
obliged to use ERA before
they resort to sacking.
Otherwise people get fired
and the wastage continues.”
enjoys
er award

d to Select’s Lorraine Ratcliffe
IT is a rare achievement
for a franchise organisa-
tion to be a success, not
just in Europe – Brussels,
Berlin, Paris, Nice,
Munich, Monaco, Milan,
Naples and Madrid – but
also further afield in
Miami, Mexico City, Bog-
otá and the Middle East. 

It is also surprising,
because the Kid Cool
group, best known for its
children’s sportswear,
only began operations ten
years ago when it opened
its first shop in Brussels.

Since then the group has
flourished and there are
now around 560 shops –
and shops within shops –
around the world carrying
the Kid Cool collection.
Around 85 per cent of
these are franchised oper-
ations. Last year saw the
opening of 60 new stores,
and there have been 46
more so far this year.

“Our strategy is to be
present in every major
town worldwide,” says
Olivier Waterloos, com-
mercial director of the
Kid Cool group at its
headquarters in Brussels,
who has been with the
group since the beginning.

The key to the success
is well-designed sports-
wear bearing the trade-
mark names of “Baby
Cool” for children bet-
ween three months and
two years, “Kid Cool” for
children of two to eight
years and “Teen Cool” for
the nine to 12-year-olds.
All ranges combine quality
with competitive prices.
Accessories include shoes,
socks, belts and hats. The
Kid Cool collections are
co-ordinated and designed
to reflect fashion trends
of the day.

The group still operates
from Belgium, where
there are some 50 Kid
Cool retail outlets. France
has the largest number of
stores – nearly 90 – and
Italy has 70. In the UK,
where the group only
began its activities a year
ago, there are three out-
lets based in Southport,
Guildford and Wilmslow. 

Although the British
market for children’s
clothing is well developed,
Mike Williams, responsi-
ble for the UK operations,
is confident that the
group’s worldwide suc-
cess can be repeated
there. “We aim to have
120 to 150 outlets in the
UK, with 15 to 20 by the
middle of next year,” says
Waterloos. “We are confi-
dent that our exclusive
designs and aggressive
pricing will make a hit in
Britain.”

One stipulation for a
would-be franchisee is to
have a prime location for
his or her outlet. So Kid
Cool can be found in such
prestigious settings as
Rue d’Antibes in Cannes,
Via Montenapoleone in
Milan, Avenue Louise in
Brussels and Deira City
Centre, the department
store, in Dubai.

This year’s spring and
summer collections have
style and sophistication.
For little girls there are
dresses, T-shirts, stretch
pants and body suits in
ribbed knits in yellow,
orange and white with
daisy print on jersey. 

For boys there are
rugby shirts, sweat suits,
jackets, T-shirts and
shorts set off with fluo-
rescent strips on jackets
and elbow patches on
sweat shirts. The season’s
colours are orange, royal
blue, yellow, white and
turquoise.

The Kid Cool concept
carries an entrance fee of
£25,000 ($40,000) for
franchisees, to transform
a shop or boutique with
furniture and décor cre-
ated by the group’s own
designers. 

Stock is extra, but is
supplied on a sale or
return basis. Location is a
key factor, with a sug-
gested area of 80 to 120
square metres.

Each store is fitted out
to a standard design, and
a team of group merchan-
disers installs the shelves
and display windows. 

They also train the fran-
chisee’s personnel in sales
and display techniques, re-
ordering, using the
group’s promotional sup-
port and introducing new
collections which are
offered twice a year.

Kid Cool Europe SA 
Tel:+322 558 1890

Wilf Altman on the
runaway success of

children’s sportswear
group, Kid Cool
DOOR-TO-DOOR deliveries
of quality frozen foods have
proved a profitable business
for the Eismann group of
Germany, and after snap-
ping up a ten per cent share
of the country’s domestic
market, it is making a deter-
mined bid to convert the
rest of Europe to the bene-
fits of its products.

In the last few years the
group has established suc-
cessful franchise operations
under its own name in Italy,
France, Belgium, Holland,
the UK, Spain, Switzerland
and Austria. lt also has a
growing presence in central
and eastern Europe through
a joint venture with Family
Frost International, based in
Mettmann in eastern
Germany. That company
decided to branch out from
its German base in 1993 and
has quickly established a
presence in Poland, Hun-
gary, the Czech Republic,
Slovakia, Slovenia and
Croatia.

The Eismann group is a
subsidiary of Milchhof
Eiskrem, which is itself part
of the giant Südzucker AG
foods group. It now has a
more than 4,000 franchise-
holders in Europe, whose
refrigerated lorries call on
some five million homes.

Udo Floto, who heads the
German franchising busi-
ness, attributes its success
to the quality of the prod-
ucts as well as the reliability
of the service. This includes
a special 48-hour delivery
service and a catering oper-
ation which can provide buf-
fet meals for up to 5,000
people at a time.

But the growth also owes
much to a unique franchis-
ing system which allows its
operators to see if they are
suited to the business with a
minimal capital outlay. The
actual cash figure varies
from country to country,
according to exchange
rates, but a fairly typical
package is on offer from
Konrad Buelles who oper-
ates the UK franchises.

Buelles invites interested
people to invest just £250
($400) while they test the
system. They then help one
of the existing franchise-
holders on his rounds for up
to six months while both
sides make their assess-
ments.

If successful, the new-
comer is asked to hand over
£8,000 to get his own exclu-
sive territory. It comes com-
plete with Mercedes truck,
supplied by Eismann, and
stock which includes 250
separate items, ranging
from ice creams and cakes
to frozen meals and seasonal
produce. The back-up ser-
vice includes promotional
literature and access to the
group’s huge central depot
in Northamptonshire.

So far this is fairly stan-
dard practice, but Eismann
also offers additional incen-
tives to whittle away at the
cash cost of the franchise.
“We pay for every customer
that the franchisee pro-
duces,” says Buelles. “Cer-
tainly by the time that he
has 1,000 clients we would
have repaid him the initial
cost of the franchise. 
“We are not in business to
make money out of the peo-
ple who buy our franchises.
The fee is intended purely to
ensure that the people are
fully committed to the busi-
ness. Our business is to sell
our product.”

In the 12 years he has
been running the business
Buelles has built up a net-
work of some 100 fran-
chisees, and he has sales
growing at an annual rate of
around 25 per cent. There
have been some hiccups
along the way. Quite a few
of his franchisees were less
than successful when they
attempted to run more than
one territory, he says, and
the growth came to a halt
about two years ago while
the company sorted out the
problem.

“Some people who are
very good salesmen are not
necessarily successful in
employing other people,” he
says. “But we have learnt
from the experience.”

The German operations
are still the biggest in the
Eismann network. The com-
pany’s own franchisees call
on two million homes.
SELECT Appointments is a
UK recruitment business
which in less than 20 years
has opened 350 offices in
21 countries, including
Belgium, Luxembourg, the
Netherlands, France, Ger-
many and Hungary. Three
years ago it decided that the
best way to expand further
was through franchising,
and it now sees franchising
as its brightest growth area.

Its success was recog-
nised last month when it
won the 1997 Newcomer of
the Year Award presented by
the British Franchising
Association. Sir Bernard
Ingham, the BFA chairman,
commented at the award
ceremony: “I am absolutely
astounded at their growth
and impressive track
record.”

So far Select Appointments
has eight franchised outlets in
England and Northern
Ireland, and it plans to have
25 more by next year. It
recently gained more fran-
chising experience when it
acquired a US operation,
Accounts Inc of California,
which specialises in financial
services from 25 offices, half
of which are franchised.

The achievement which
particularly struck the
judges of this year’s BFA
awards was Select’s ability
to attract and retain the best
franchisees, who in many
cases fared better than the
company’s own outlets.
John Pratt, a leading fran-
chise lawyer, said that he
was impressed by the fact
that all prospective fran-
chisees are interviewed by
the board of the UK trading
company, “which has a
turnover of £70 million
[$112m]”. He said: “That’s
how seriously they take
franchising and making sure
they don’t make mistakes.”
The recruitment firm’s
brightest area of

growth is franchising,
says Wilf Altman

Select is distinctive as an
international staffing busi-
ness because of the many
different activities it caters
to, says to Lorraine Rat-
cliffe, franchising manager.
“It has probably the most
diverse range of recruitment
services,” she said, “cover-
ing information technology,
accounting, telemarketing,
health, and the legal and
other professions.”

Much of the impetus for
faster geographical expan-
sion comes from clients who
have a nationwide or inter-
national businesses and
want to make use of Select’s
services wherever they
establish themselves.

The company’s approach
to franchising is different
from that of many others,
Ratcliffe says. “Since fran-
chising brings benefits to
both parties, we prefer to
talk of partners and partner-
ships, rather than of fran-
chisor and franchisee.” The
intention is that the clients
of both partnership outlets
and company branches
should be able to feel confi-
dent that they are dealing
with a well-established and
respected brand.

New franchisees have the
benefit of a corporate organ-
isation geared to helping
them succeed and to sup-
porting them with training,
personnel, marketing and
accounts expertise. Select
tells potential franchisees:
“We are an ambitious com-
pany and intend to treble in
size. Franchising, as part of
our growth strategy will
allow us to grow faster.”
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OWN THE WORLD

John L. Henry, Senior
Vice President
UNIGLOBE TRAVEL (International Inc.)
Vancouver, Canada
Tel: (604) 718-2644 Fax: (604) 718-2678
E-mail: u.int@resonet.com

* When you become part of our family, you’ll have the world in your hands. We’re Uniglobe Travel, the No. 1 travel franchise.

MASTER FRANCHISE RIGHTS
UNIGLOBE®, THE International franchise THE International business, the
largest in our field with more than 1,100 locations around the world. By
harnessing technology, UNIGLOBE® is securing it’s place as an undisputed
leader in this ever growing and dynamic industry.

We presently have Regional Master Franchises covering seven Western
European countries and are seeking to place Regional Master Franchises in
other parts of Europe where there is an established travel industry
infrastructure and a substantial originating outbound travel market.

Successful candidates will be financially qualified and have the management
capability to capitalize on this unique opportunity to become a leader in this
multi-billion dollar industry. Travel industry experience and/or an existing
travel retailing business are a distinct advantage.

If you are involved, or interested in, international franchising,
THE EUROPEAN FRANCHISE FEDERATION and THE EUROPEAN,

the official publication of the EFF, are here to help you.

The EFF is dedicated to setting high standards within the franchise industry, and promoting franchising
through Europe. If you want to reap the benefits of belonging to the Federation, contact your local association,
listed above. If you want to promote your business across Europe and beyond in the Federation’s only official

international publication, contact Alan Cassidy on +44 171 418 7878 (tel) or +44 171 713 1835 (fax).

o EUROPEAN FRANCHISE FEDERATION o

EFF Member Franchise Associations

EFF

FRANCE
Chantal Zimmer
Féderation Française de la Franchise
60 Rue La Boétie
75008 Paris
Tel: +33 1 53 75 22 25
Fax: +33 1 53 75 22 20
E-mail: fff@club-internet.fr.Internet:
http://www.telecom.at/wklms/franchise

BELGIUM
Mr Pierre Jeanmart
Belgische Franchise Federatie
Bd. De L’Humanité 116/2
1070 Brussels
Tel: +32 2 523 97 07
Fax: +32 2 523 35 10

DENMARK
Dansk Franchisegiver - Forening
Amaliegade 37
1256 Copenhagen K
Tel: +45 45 88 77 18
Fax: +45 45 93 83 41

HUNGARY
Dr Istvan Kiss
Hungarian Franchise Association
POB 446
Budapest H-1536
Tel: +361 212 4124
Fax: +361 212 5712
E-mail: 100324.454@compuserve.com

POLAND
Mrs. Jolanta Kramarz
Polskie Stowarzszenie Franchisingowe
U1. Szpitalna 1, llP., Room 5
00-020 Warsaw
Tel/Fax: +48 22 625 6956

SPAIN
Mr. Jordi Ruiz de Villa Jubany
Associacion Espagnola de
Franquiciadores
Avda. de la Ferias S/N
PO Box 476
46080 Valencia
Tel: +34 6 386 11 23
Fax: +34 6 363 61 11

AUSTRIA
Mr Andreas Hacker
Osterreichischer Franchise-Verband
Nonntaler Haupstr. 48
5020 Salzburg
Tel: +43 662 82 56 70
Fax: +43 662 82 56 71

CZECH REPUBLIC
Mr Joseph Fidler
Ceska Asociace Franchisingu
Rytirska 18-20
110 00 Prag 1
Tel/Fax: +42 2 224 230 566

GERMANY
Peter-Alexander Sondermann
Deutscher Franchise Verband e. V.
Paul-Heyse Str. 33-35
80336 München
Tel: +49 89 53 50 27
Fax: +49 89 53 13 23

ITALY
Mr Michel Scardi
Associazione Italiana del
Franchisingso
Corso di Porta Nuova 3
20121 Milano
Tel: +39 2 2900 37 79
Fax: +39 2 655 59 19
E-mail: http://www.infodata-italy.com

NETHERLANDS
Mr Brouwer
Nederlandse Franchise Vereniging
Boomberglaan 12
1217 RR Hilversum
Tel: +31 35 6624 34 44 
Fax: +31 35 6249 194
E-mail: franchise@nvf.nl

RUSSIA
Mr A Mailer

2nd proedz Perova polya,
9 Moscow
Tel: (095) 306 2526
Fax: (095) 305 5850

SWITZERLAND
Schweizerische Franchise
Lowenstrasse 11 Postfach
8039 Zurich
Tel: +41 1 225 47 57
Fax: +41 1 225 47 77

UNITED KINGDOM
Mr Brian Smart
British Franchise Association
Thames View, Newtown Road
PO Box 706
Henley-on-Thames
Oxon RG9 1HG
Tel: +44 (0)1491 578049
Fax: +44 (0)1491 573517

SWEDEN
Mr Stig Sohlberg
Svenska Franchise Fôreningen
Box 5512
S. 114 85 Stockholm
Tel: +46 8 660 86 10
Fax: +46 8 662 74 57

PORTUGAL
Mrs Pascale Lagneaux
Associaçáo Portugesa da Franchise 
Rua Castilho, no 14
1250 Lisboa
Tel: +351 1 315 1845
Fax: +351 1 315 1845

YUGOSLAVIA
Dr Zdravko Glusica
Jugoslovenske Fransizing Asocijcije
Mokranjceva, 28
21000 Novi Sad
Tel/Fax: +381 21 614 2321

Russian Association for the Development of Franchising

AND WE’LL TRANSFORM YOUR BOUTIQUE
INTO THE KID COOL CONCEPT

Send your reply now to:
Mike Williams - 11 Grove Street-Wilmslow - Cheshire SK9 2DU - Phone/Fax/Ans: 01625 530222

Inquiries for countries other than U.K. Eire and Channel Islands, please contact:
K.C.Europe. S.A. (Head Offices) Square de L’Aviation 25/27 - 1070 Brussels BELGIUM

Contact Oliver Waterloos  Phone +32 2 558 18 90 - Fax: +32 2 523 23 35

£    25,000

Kid Cool
COLLECTIONS

For 10 years, Kid Cool has been delighting
0 to 12 year-olds with its colours and
imagination.  The past ten years have seen
exceptional growth: Europe, the United
States, the Middle East, Latin America and
Asia, so many continents which attest to the
increasing success of an exclusive and
original brand name.

Are you dynamic?  Why not set your own
business alongside a multinational company
with experience and know-how.
We will transform your boutique into the
Kid Cool concept for only £25,000 for a
surface area of ±80m2

Developing your
franchise?

Talk to NatWest, the voice
of franchising in Europe.

For further information on how
NatWest can help you

expand in the UK,
phone +44 171 920 5266 or

fax +44 171 920 5217.

National Westminster Bank Plc.

$1,000 cash per day possible.
Coffee-mug systems from
$6,900, textile and T-shirt
systems from $20,000. Special
backgrounds (trick photos) are
stored in the computer and
can be combined with your
customers portrait. Systems
are easy to transport in the
average car.  No stress selling
involved. Set up in foot traffic
area and customers come to
you -simple to operate - no
special qualifications required -
immediate delivery. (Wholesale
prices for resellers).

KEMA Dept EB97
Rudolf-Diesel Str.20 65760
Eschborn/Niederhochstadt

Tel: +49 6173 32 20 32
Fax: +49 6173 32 20 37

The CASH MACHINE
Instant printing on T-shirts, coffee-
mugs, posters and much more.

If you would like to receive further information about any of
the advertisers that appear in this week's

FRANCHISE/BUSINESS OPPORTUNITIES Special
Report, please complete the coupon below by placing a tick

next to the establishments of your choice and post to:

DANIEL COHEN,THE EUROPEAN, CLASSIFIED
ADVERTISING DEPT. 200 GRAYS INN ROAD,

LONDON WC1X 8NE, UK.

5 Kid Cool

5 Radioshack

5 Subway

5 Futureshape

5 National Westminster Bank

5 Travel Network

5 Prime Analysis

5 Rainbow Products

5 Uniglobe International

5 Sportswear makes money...

5 Considering Purchasing...

5 Master/Marketing...

5 Earn a whopping 90%...

5 New Business...

5 Paris Unique...

5 JSLT Ltd

5 Sjoberg & Co

5 Kema

Name_____________________________________________

Address___________________________________________

__________________________________________________

__________________________________________________

__________________________________________________

_______________________Tel:________________________

CONSIDERING
PURCHASING

A MASTER
FRANCHISE?
FRANCHISE

INTERNATIONAL
Totally dedicated to
promoting new and

famous brand franchise
rights. Published quarterly
For a FREE COPY, please

fax your mailing details
+44 1 603 630 174

A $10,000 FREE BONANZA
Oil ExtremeTM is the next

BIG moneymaker.
$10,000 FREE* product to help

you get started, after
FREE training programme.  

MLM leaders and trainers needed.

Tel: JSLT Ltd., UK Head Office
+44 131 4687600

*Purchase product get same quantity FREE!
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MASTER FRANCHISEES
REQUIRED WORLDWIDE

European Franchise organisation, specialised since 1986 in a very
exclusive and highly decorative system to cover and renovate walls,

floors, stairs, doors, ceilings etc. Primary market focused on:
• Middle and Upper class home owners

• Leisure Centres

• Office suites

• Shops, restaurants, disco's etc.

High income proven. Financial investment required. Complete marketing
and "product knowledge" trainings as well as ongoing

support and advice offered.

RAINBOW PRODUCTS, A DIVISION
OF SEACLOVER HOLDINGS LTD.

FAX: + 31 76 520 37 24 The Netherlands

WITH PROFIT SHARING PLANS  SECOND TO NONE
A PRODUCT DEVELOPED OVER 25 YEARS

WHICH WILL BENEFIT EVERYONE ANYWHERE IN THE WORLD
UK/USA COMBINED COMPANY 

YOUR BASIC BUSINESS BUILT FOR YOU BY THE B.F.G. TEAM

OPPORTUNITY ONLY KNOCKS ONCE
For Your Free Info Pack Call:

TEL: +44 (0) 116 299 6854 24hrs
or For Extra Instant Information Of

Only 1 X A4 Page Call:
Our Fax-u-back Service On:

0336 800 118
calls cost 50p/min at all times max cost 50p

Or Write To:
B.F.G,28,Hazel St, Leicester. LE2 7JN. GREAT BRITAIN

EARN A WHOPPING 90% PAYOUT 
FROM THE BEST DIRECT SALES COMPANY IN THE WORLD

SPORTSWEAR MAKES MONEY
Well established U.K. franchise now

available in Europe.

MASTER FRANCHISEES WANTED
http://www.linxtrading.co.uk/eec

NEW BUSINESS........NEW LIFE !

Dutch business woman is looking for 5 people to
advance successful international business in

Australia, Indonesia, Thailand, Japan, Turkey....

Interviews in Brussels and Bologna.
Tel: +31 20 6407552  -  Fax: +31 20 6439043

#1 USA TRAVEL AGENCY FRANCHISE
Int’l Master Rights/Joint Venture.

A Leading Global Chain with 375+ units
USA Tel: 201-567-8500 or Fax: 201-567-4405
STEPHANIE ABRAMS/EXEC. V.P./EXT.23

EMail:info@travnet.com Internet:http://www.travnet.com
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£38,711
That’s exactly how much

you would now have if
you answered this

advert two years ago.

❖ Operate anywhere
in Europe

❖ White collar opportunity

❖ Just one hour on a
Saturday

❖ No stock, no selling,
not MLM

❖ Total capital investment
£3,995

Call now for a free
prospectus

01452 532415
Lines open now.

PRIME ANALYSIS 
LIMITED

Master
Marketing/Distribution/

Franchise Licence
Opportunity. Patented security
product, enormous potential,

excellent profits.
Used by: Police, Local

Authorities, Age Concern,
RUC, Victim Support. Several

Countries available.

For further information please
send brief details quoting ref:

EP266 to. DSI Ltd
PO Box 78 Leeds LS26 8YD

Fax 01132 871525

BRAND
NEW PRODUCTS

Agents wanted in Germany and
UK for immediate introduction.
Extremely profitable and easy

to sell. No competition.

Contact manufacturer directly.
Sjöberg & Co AB

PO Box 27, S-520 50
Stenstorp, Sweden

Tel. +46-500-450260
Fax. +46-500-450920

E-mail:lazer@sb.artech.se

PARIS UNIQUE OPPORTUNITY

Established American speciality food business.
Two high income locations for development

minded investor in niche market.

Fax + 33 (0) 142840672

To advertise in the
next Franchise/

Business
Opportunities

Special Report on the
16th October, contact

Vanya Palczewski,
Ian Macpherson or

Lynsey Dixon on
+44 (0)171 418 7878

(Tel) or
+ 44 (0)171 713 1835

(Fax)
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Dressing down for
a Wild West fiasco

PARTY SPIRIT
OR A STYLISTIC

GAFFE?

European designers such as Jean-Paul Gaultier give cowboys more sex appea

In Denver world leaders are asked to dress up as cowboys; 
in Sicily a mayor tries to ban kissing in the street. 

Stephanie Theobald on the perils of public performance

PEOPLE
CHRS MOORE
T SEEMED like a tempt-
ing offer: a presidential
decree to dress up as
noble adventurers, swag-

gering sex gods, kings of the
wild frontier. But when the
G8 heads turned up to the
cowboy-themed dinner at a
Colorado restaurant, they
were unwilling to play the
role. 

Jacques Chirac dug his
heels in – although not into
the cowboy boots that
Clinton’s aides had so
thoughtfully supplied – and
refused to dress in western
style. Even with his tie off,
he looked about as comfort-
able as Bill Clinton would
have felt had he been invited
to a General de Gaulle-
themed soirée at the Elysée.

Kohl really didn’t want to
play. He turned up in full
chancellor-style formality
and snapped sternly that he
would never wear cowboy
boots in a million years. 

Apart from eager beaver
Tony Blair, the rest of the
politicians meeting at the
G8 summit – Japan’s
Ryutaro Hashimoto, Russia’s
Boris Yeltsin, Jean Chrétien
from Canada, Italy’s Romano
Prodi and the Dutch Prime
Minister, Wim Kok, repre-
senting the EU presidency –
shuffled around with a
determinedly tight-buttoned
look. 

The Denver summit had
been promoted as an infor-
mal gathering, a chance to
get on better terms with the
world’s leaders, and yet the
atmosphere on the night
was that of a stake-out at
the high chaparral. 

It was not a question of
malice. This was simply a
blundering example of
innocent American exuber-
ance. Eartha Kitt, Lyle
Lovett, fresh bison steaks
and the politically correct
request for the politicians’

I

Squea
they are seen as having
overtones of Johnny Halliday.

Yet there was something
quite sweet and, frankly,
inevitable about the Denver
Wild West evening. What
else could one expect, given
the habitat and given the
American penchant for
themed entertainment? Like
Miami equals beach bums
and New York equals drag
queens, the Rockies equal
cowboys. 

The mistake was to make
the evening so conservative.
Where was the sex appeal?
Instead of cowboys in spurs,
leather chaps and lots of
stubble, Clinton attempted
to dress the world leaders to
look like Garth Brooks fans
– the kind of good old boys

Too conservative: the elite ap

spouses to wear Apache-
themed waistcoats couldn’t
overcome Clinton’s biggest
error, which was to forget
that cowboys don’t mean the
same thing in Europe as
they do in the US. 

Cowboys have never been
popular among the chatter-
ing classes in France, where
ky clea
A
S

ha
boys spoke in clichés, had
little success with women,
and they usually ended up
riding off into the sunset,
alone. 

Europeans have souped
up the cowboy glamour quo-
tient. When London’s pop
star glitterati want to have a
party, like Rolling Stones
drummer Ronnie Wood did
recently, they make it a
trash cowboy and Indian-
themed evening and you can
bet your bottom dollar that
it’s more than bison meat
and rattlesnake that’s mak-
ing them that happy. 

Europe’s fashion industry
long ago picked up on stet-
son sex appeal and no
Moschino or Katharine
Hamnett catwalk show is

peared awkward in Denver

who wear bootlace ties,
cleanly laundered shirts and
polished cowboy boots to
spend their evenings line
dancing.

Europe does cowboys
much better than North
America. The American cow-
boy is not a satisfying model
any more. Wild West cow-

TIM BAKERMEIER
n polici
LISTAIR MCAL

tifle a yawn as political co
sweeps into vogue. But w
ppened to good old left 

H
HENRI CARTIER-BRESSON
complete without male mod-
els stomping down the cat-
walk in Butch Cassidy-
inspired threads and
stunning women clad as
Calamity Jane divas.

Naturally, the Fort restau-
rant incident did no harm to
the reputation of any of the
ministers there. Some of
them even came out the
other side looking cleverer
than they had when they
went in. 

Jacques Chirac, who can’t
seem to do anything right in
France these days, went up
in the estimation of the
whole country the day after
the failed fancy dress party. 

Europe 1 news claimed he
had done well to put his foot
down to try to prevent an
American charade that made
the world’s leaders look like
“members of the Village
People”.

Italian Prime Minister
Romano Prodi left the sum-
mit with a halo attached to
his head following the head-
boy role he played during
the fiasco; he had managed
to persuade his colleagues
to chill out, at least a little
bit, cowboy-style. 

Clinton’s gratitude to the
Italian leader was shown in
his final press conference
where he announced that
the incident had shown “a
point of contact between
Romagna and the US”.

Kohl’s flat refusal to dress
western-style simply left him
looking more of a political
heavyweight than he did
before.

There is a photo of him in
full ministerial regalia twid-
dling the president’s boot-
lace tie with a “go on punk,
make my day” smirk on his
face. The resulting image
gives Bill Clinton the politi-
cal gravitas of a schoolboy
having his shoelaces tied by
his mother.
es for today’s soap powde
PINE
nsensus
hatever

and right?

ow to kiss with conf
GERMANY
“We Germans are quite indifferent to
that dressing up sort of thing. But
given his size, Kohl would have looked
ridiculous dressed up as a cowboy.”
Richard Wagner, foreign editor,
Frankfurter Allgemeiner

THE NETHERLANDS
“Dressing up the world’s leaders

as cowboys was a typically
American idea to portray

them all as friends. As a
former union man,

Wim Kok knows how
to dress down.

But he’s also
quite straight,

which
explains
why he
didn’t feel
able to go
the whole

way in
Denver.”

Alain 
Vanderhorst,

editor, Hp/ de Tijd
magazine

ITALY
“The incident was an example of the
US ignorance as to other traditions
and practices. A conference which
started on the serious point of
pollution ended with a stylistic gaffe
expressing a complete lack of
sensitivity.” Barbara Stefanelli,
Il Corriere della Sera

JAPAN
“If we hosted the summit in Japan,
Hashimoto would look ridiculous if
he asked world leaders to wear
kimonos. I think our prime
minister appeared to enjoy his
cowboy boots out of politeness.”
Satoshi Hashimoto,

foreign correspondent, Asahi

RUSSIA
“Yeltsin did not dress up because
press and TV footage of him in
cowboy clothes would have fuelled
criticism that he is selling out to the
West.” Nikolai Sidorov,
political commentator

UNITED KINGDOM
“I thought the prime minister looked
absolutely fine. I wasn’t aware that the
others had kicked up such a fuss
about it. I am invited to the US
embassy party in London on 4 July,
where the invitation says you can
come in lounge-suit or in cowboy
dress. So it’s obviously a national
custom; nothing more.”
Ian Black, The Guardian

l

idence

N ITALIAN mayor bans kissing
in public. A French writer pub-
lishes a book because he is wor-
ried that Parisians no longer kiss

in the open air. The stars might not be
about to tumble from the heavens and
the skies fall on our head, yet as fash-
ions change and protocol slips, it
seems that if we are not afraid of pub-
lic affection then we are bored by it. 

The kissing ban was withdrawn fol-
lowing a student kiss-in in the main
square of Sicilian town Monreale –
although only 50 half-hearted students
turned up. Thierry Soufflard’s Où
S’Embrasser à Paris (Where to kiss
in Paris; published by Parigramme)
offers more than 100 prime kissing
locations in Paris but omits to point
out that there is something sad about
convincing Parisians to act like people
did 50 years ago. Why must we believe
that kissing publicly under the Pont
Neuf is still the nec plus ultra of sen-
sory experience? 

The Sicilian mayor, Salvino Caputo,
claimed he was not trying to veto kiss-
ing per se but only “behaviour offend-
ing public decency”, forgetting that
tastes in kissing have never stood still.
English medieval literature is filled
with instances of men kissing each
other on the mouth, while in
Elizabethan England it was a grave
error of etiquette to leave a room with-
out giving a man a peck on both
cheeks. The tradition died out in
England in the late 18th century, only
to be adopted by the French and the
Spanish as a desire to flaunt a distinc-
tive elegance.

The French have been carrying the

A
 torch for sophisticated kissing ever
since, and the French are arguably
Europe’s best kissers. Kissing in
France is, as they say, entré dans les
moeurs and doing it comes as natu-
rally as making the sign of the cross.
Every French schoolboy and schoolgirl
knows that in Paris, you cheek-kiss
twice; in the suburbs you do it three
times; and in Brittany it is four – and
only a huge plouc (country bumpkin)
would ever consider kissing the right
cheek before the left. 

The French, still big on the idea of
haute bourgeoisie formality and plac-
ing women on pedestals, will not hesi-
tate either to hand peck when the
occasion demands it.  

It is when Latin culture encroaches
on Anglo-Saxon mores that problems
arise. On King Juan Carlos’s recent offi-
cial trip to New York, he drew Hillary
Clinton’s hand towards his mouth to
plant the customary chivalrous kiss
there. From the look on the First Lady’s
face, you’d have thought the Spanish
king was trying to pinch her bottom.
The English have the greatest prob-
lems with expressing affection in pub-
lic. New English Kissing is very similar
to New English Cuisine: a little bit of
everything is on offer but often it just
adds up to a confusing mess. Patrick
Foilleret, an accountant from Lyon
who has been working in London for
thee years, said he was shocked the
first time he went to an English party:
“When I was introduced to new people
they either just smiled and sort of wrig-
gled, or they hesitated and kissed me
on one cheek, or they attempted the
French bise (kiss). The trouble was,
they didn’t know whether to go to the
left cheek or the right cheek first, so
our noses sort of met in the middle and
that made us both embarrassed.”

At going-home time, Patrick became
even more bewildered: “Some of the
girls kissed me on the mouth, which in
France only means one thing, but my
host explained that it was just an alter-
native form of saying goodbye.” 

That is not to suggest that the
French were never mealy-mouthed
about kissing. The famous 19th-cen-
tury mannerist Camille wrote in his Le
Dernier Cri du Savoir Vivre (The
Last Word in Good Living) that: “While
it is unwise to live in a perpetual terror
of microbes, it must be avowed that
certain faces do not inspire cheek-
brushing just as there are lips whose
caress one would only tolerate with
great repulsion. Let us be thankful
therefore for the rules of etiquette
which allow us occasionally to relin-
quish the pleasure.” 

In 1997, in Russia, far from wishing
to jettison decorum from another era,
Muscovites are anxious to re-establish
the etiquette practised by the nobility
of pre-revolutionary times. At Mar-
garita Shemakhin’s $95-a-month estab-
lishment, children of families who
claim to be of blue blood can learn to
waltz, converse and kiss on the hand. 

Theodore Zeldin is a fellow of Saint
Anthony’s College, Oxford, and author
of An Intimate History of Humanity
(Minerva, £7.99), a study of social
mores and their philosophical and
metaphysical implications. He claims
that superficial conventions are
becoming more irrelevant. There are,
Zeldin says, correct and less correct
ways of kissing hello and goodbye, yet
making a psychological connection
with one’s interlocutor is now seen as
much more important. 

“Greeting on the cheek and kissing
on the hand are no longer satisfying
models of behaviour. What we care
about is how we are treated by other
people. Are we being respected?  Are
we being listened to? These are the
concerns of our time.” 
DO:
Kiss the left cheek before the right
Kiss someone your own age 
Kiss the cheek when you mean it
Kiss the air when you don’t
Prepare to be kissed on the mouth
in Russia
Kiss a hand but only when it is
offered to you

DON’T
Open your mouth 
Kiss with a runny nose
Kiss men in the UK, if you are male
Kiss more than twice unless you are
are uncool or Belgian (in which case
you may kiss three times)
Kiss when you meet your boss for
the first time

KISSING ETIQUETTE
r politics

T DOESN’T seem to matter
a lot where you are, the
spectrum of political opinion
has been reduced. In

France, there is an apparently
right-wing president and a
socialist prime minister. Life,
however, goes on much as
before. In Australia, there is a
right-wing government and a
Labour opposition. The
Australian government’s right-
wing credentials are, it seems,
more in words than actions.
Both parties would love to bring
in added-value tax, but neither
dares to introduce such a thing.

In Britain, the Labour Party
seems to be to the right of the
Conservatives. In the weeks
since Tony Blair has been in
power, he has not upset me

I

once, while John Major’s
government could not go a
week without doing something
that made me seethe with rage.
As for the new Conservative
opposition, right-wing John
Redwood saddling himself with
Kenneth Clarke from the left,
was, even in times of blurred
principles, seen as dubious. 

The Conservatives’ new
leader, William Hague, has a
cabinet with right-wing
credentials which are, in reality,
no different from Major’s former
government. And in the United
States, southern Democrats are
still to the right of northern
Republicans.

How on earth has the world
become so confused? Well, the
answer, of course, is simple.
For years, all fair-minded men
and women have searched for a
political consensus and, in
many countries, they have just
that. And as always in
consensus or compromise, the
result is pretty ordinary. 

There are no great figures in
the world’s politics today. Great
figures do not thrive in the world
of consensus; their environment
is one of principle and fighting
to the political death for such a
principle. Theirs is not one
where the sole aim is power – 
a power that can be used for
very little because the politics 
of both winners and losers in
the electoral battle are so
constrained. Nowadays,
politicians compete with each
other and there is no room for
manoeuvre once they have
won. In truth, they have been
bidding for the same goods at a
political auction. 

The public over the past 30
years has become so
indoctrinated by advertising that
it is in the habit of changing its
loyalties to buy a particular
bargain, moving from one soap
powder to another whose
advertisements pointed out that
this one was a greater bargain. 

The politicians, poor dears,
sell themselves like so much
cleansing agent, then bemoan
the fact that their supporters
have left them for some other
party that sells itself as a more
efficient brand. While that
consensus exists, the public will
act as if it is in a soap
supermarket. The party that
arranges a special offer on its
policies will win the election.
Traditional loyalties are gone,
and the party that relies on
them is doomed to opposition. 

Here we have the most
tiresome of problems created
by the most logical of reasons.
The point of politics is to
convert your opponent. The
public sees this, while
politicians take the view that the
point of politics is to keep them
in power, even if power is no
more powerful than the act of
occupying office. 

Politicians subscribe to the
view that for an opposing
politician to change his or her
views should be called an act of
treachery – for a whole party to
change its views, downright
intolerable. 

For the moment, however,
the public are taken with this
consensus and do not hate
politicians who change sides. 
In Britain at least, they elect
parties that dramatically
change their ground. They
believe that a situation such as
this will get them better
government, and so it will – to
begin with. 

Sadly, in the end it will not
work, for soon politicians will
know how to play the game.
Harmony, with all its attendant
corruption, will break out and
the people, becoming more
bored and discontented, will
look for succour either to the
extreme right or left.
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Ex-husband throws the book at BB
Brigitte Bardot’s memoirs poured scorn on all
who surrounded her. Now her former husband

has hit back, writes Anne-Elisabeth Moutet

Bardot on Charrier:
‘He was a nasty, macho, egotistic and 

small-minded bourgeois ... He took me to his
apartment, a dreary, ugly-furnished place where

before and after making love I washed up his
dirty dishes and washed his socks’

Charrier on Bardot:
‘It was a charming five-roomed apartment

near the Sorbonne that I had borrowed from
Henri Pierre, Le Monde’s distinguished

Washington bureau chief. What chiefly riled
Brigitte were the many bookcases full of books

she would never even open’

She says:
‘Jacques grabbed me and told me I needed 
a child. He made love to me that day with 
a passion only matched by his immaturity. 

The minute it was over, I tried to rush to the
bathroom and wash all this away from me. He

forbade me to go into the bathroom’

He says:
‘She is making all this up. Why on earth would
I have tried to prevent her from washing that

precise day? How could she be so sure of the
exact day and hour of conception?’

She says:
‘He used to beat me ... he hit me once so

hard that my head banged against a closed
door, leaving a dent in the moulding’

He says:
‘I only slapped her once, when I found her in

the bathroom having swallowed barbiturates’
Before it all turned sour: Brigitte Bardot, with second husband Jacques Charrier, whose candid account of life with the former screen star led to a showdown in the French courts

The actress who says she
 for the Nazis

AKG
RIGITTE Bardot is not
a happy French icon.
She has discovered
that mud-slinging is a

messy business when other
people have the audacity to
throw some back at her.

The one-time sex kitten of
the cinema first wobbled on
her pinnacle 40 years ago
when Catholic groups used
her picture to symbolise the
Devil. By the time President
Charles de Gaulle called her
“simplicity ... refreshing”, the
New Wave of the 1960s was
robbing her of most of her
screen relevance. It is telling
that she hated the best of
the few good films she made
during that decade, Jean-
Luc Godard’s Le Mépris.

In the 1970s her statue
was used to figure Marianne,
the emblem of the French
Republic, in countless city
halls across France, but she
gave up films for good in
1973 with less grace. 

In the 1980s she made
three suicide attempts.  In
the 1990s she married a
Front National politician and
published best-selling mem-
oirs, Initiales: BB in which
she rubbished her ex-hus-
bands, directors, agents,
even her only son. One of
the few escapees was Jean-

B
 Marie Le Pen, whom she
described as “charming” and
“very intelligent”.

BB tried to divert public
interest to her favourite
cause, animal rights; but
even that was not managed
felicitously. There was the
baby seal she adopted, which
had to be found a place in a
marine theme park because
it was dying of dehydration.
Bardot was, more often than
not, a mess – a cautionary
tale on the dangers of being
too beautiful, too successful,
too improvident.

Now Bardot’s second ex-
husband, the one-time beef-
cake Jacques Charrier,
today an artist in his early
sixties, has answered her
autobiography in kind, with
a book of memoirs that aims
to tell us what, exactly, it
was like to be married to
Bardot – and why whoever
regrets not having done so
had a lucky escape. 

In Ma Réponse à Brigitte
Bardot, he claims among
other juicy details that she
forbade him to have a career
(he had starred in several
light comedies); she com-
plained of press intrusion
but regularly called up
Pierre Lazareff, editor of
France-Soir to fill him in on
her latest movements; refused
to pay for her son’s upkeep,
never left her home before
4pm after strewing her bed-
room and bathroom with lit-
erally dozens of dresses and
outfits she had tried on and
rejected; demanded free
goods from shopkeepers
and restaurateurs; and in
general made his and her
entourage’s lives miserable.

None of this would really
differ from the lives of most
Hollywood stars, except for
Bardot’s statements in her
memoirs about Nicolas, her
son with Charrier. “He was a
tumour in my belly... I
mourned my freedom and
my waistline,” she wrote. “I
never wanted him but
Jacques forced me to have
him. When they gave him to
me at the clinic I screamed
‘take him away!’ and refused
to breastfeed him.”

Charrier and his son ini-
tially sued Bardot for Ffr5
million ($865,000), asking
that the relevant pages be
deleted from her book.
Nicolas, Charrier said, was
“in shock” and found it diffi-
cult to cope with the hatred
described by his mother.
The courts refused to have
the book amended, but
awarded the Charriers
Ffr250,000. Jacques Char-
rier then sat down to write
his account of life with BB.
Nicolas, 36, lives quietly in
Oslo with his wife and two
children. Bardot counter-
sued the minute she saw Ma
Réponse à Brigitte Bardot.
Both she and her ex-hus-
band are quoting French
privacy and libel laws. She
wants Charrier’s book banned.

Last week her request was
denied by a Paris court,
although the detail of her
complaints will be dealt with
by the courts in the autumn.
Even if she is awarded dam-
ages, these are likely to be
small. Charrier’s barrister is
also planning to argue that
she was the one who started
the whole show – she effec-
tively invaded her own pri-
vacy, and did it first.

When Bardot co-starred
with Jeanne Moreau in Louis
Malle’s charming 1966
romp, Viva Maria, the duo
were ungraciously billed by
the film critic of L’Aurore
The Beauty and the Dog.
Thirty-one years later, it’s
Moreau who has the last
laugh. As she hosted the cer-
emonies of the 50th Cannes
Film Festival last May,
Moreau, who has recently
starred in films by Luc
L'Intoccabile: Berlus
By Leo Sisti an
Published by 

BOOK OF T
Besson, Ishmail Merchant
and Wim Wenders, was
praised as alluring, with it,
sexy, and relevant to today’s
cinema. Bardot hadn’t even
been invited – the only event
to which she was asked with
fanfare of late was the
Toulon FN-sponsored
Counter-Book Fair last year,
when Front National mayor
Jean-Marie Le Chevallier
refused to greet the Polish-
Jewish writer Marek Halter.
Bardot didn’t show up.

“She is a sad character,”
says Catherine Deneuve,
whom Bardot derided in her
memoirs as “cold” and “only
capable of aping my style,
my hairdo, my clothes”.
“Nobody takes Brigitte
Bardot seriously,” adds
Sacha Distel, the lover she
left to marry Charrier.  

“She never could act, and
she was incapable of hard
work – she was unable to
learn English when Holly-
wood beckoned,” says Roger
Vadim, the Paris-Match
photographer turned direc-
tor who discovered her aged
15, and married her aged 18
before making her the star
of And God Created Woman.

You could dismiss them
all, but few expect Bardot to
win her case this autumn.
coni e Cosa Nostra
d Peter Gomez
KAOS Edizioni

HE WEEK
didn’t whistle
A BIZARRE courtroom battle is being
waged in Germany between a veteran
screen actress and a historical novelist –
the issue: whether or not she gave a
performance and received praise from
two leading Nazis in 1936, writes Peter
Münder. 

In Unter den Linden Nummer Eins, a
best-selling, semi-fictional novel about
Berlin’s Hotel Adlon, Jürgen Ebert-
owski describes how the actress Ilse
Werner so impressed Goebbels and
Göring with her speciality act of
whistling popular melodies that they
invited her to their table. 

Werner, who starred in a number of
Nazi propaganda films during the 1930s
and 1940s, claims she never met Hitler’s
two henchmen and has obtained a court
order for the scene to be removed from
the next edition of the book. “What I
find remarkable,” says Ebertowski, “is
that in her autobiography, Life with a
Whistle, she mentions three encounters
with Goebbels and Göring.” 

Given that his book is a blend of fact
and fiction, he brushes aside the fact
that Werner was a 15-year-old in
Austria at the time the performance is
supposed to have taken place. 

Ebertowski’s publishers Schwartz-
kopf & Schwartzkopf are contesting the
court order which will cost them
Dm500,000 ($288,000) if Werner’s
demands are not met. 

Popular melodies: the actress Ilse Werner
HE origins of Silvio Berlusconi’s
immense wealth and power have
always been a mystery to Italians
and a frequent source of specula-

tion and gossip, writes Dalbert
Hallenstein. This book, written and
researched by two journalists, has
come up with some sensational expla-
nations. Leo Sisti and Peter Gomez,
who both work for Italy’s leading
weekly, L’Espresso, claim the former
prime minister’s rapid rise to power in
the 1960s and 1970s may have been
helped by Mafia money and support.

L’Intoccabile: Berlusconi e Cosa
Nostra (The Untouchable: Berlusconi
and the Sicilian Mafia), carries a note
from the files of the Italian treasury
police printed on the back cover, dated
30 June, 1983, which reads: “It has
been noted that the well-known Silvio
Berlusconi, who runs the private TV
Channel 5, could be financing intense
traffic in drugs from Sicily, both to
France and other regions of Italy, espe-
cially Lombardy and Lazio.”

Sources for the quotes, telephone
tappings and judicial and police
reports that appear in the book are
cited in footnotes. Most of this material
has been used in various trials and
investigations and is unclassified and
available to the public. Much of it con-
sists of allegations and confessions
from the hundreds of so-called pentiti,
or collaborators – former Mafiosi who
in recent years have decided to inform
on their colleagues in return for lighter
sentences. In the case of important
confessions, leading to the arrest of
major Mafia bosses, freedom is
granted, together with a new identity
and a large sum of state money to start
a completely new life.

The pentiti have played a crucial
role in recent successes in arresting
and trying some of the country’s major
Mafia figures. Berlusconi has been
criticised because his political party,
Forza Italia, together with his enor-
mous media empire, which includes
Italy’s three major private TV channels
and a network of newspapers and mag-
azines, have followed a consistent
policy of discrediting the use of con-
fessions in return for freedom.

T
 Furthermore, they are demanding a
law virtually to abolish the use of the
evidence from pentiti in judicial inves-
tigations and in trials.

The book is clearly a challenge to
Berlusconi, the present leader of the
opposition, to sue the authors for libel
in order to clarify once and for all the
hundreds of shocking and embarrass-
ing statements taken from police and
trial reports allegedly linking Berl-
usconi’s right-hand man, Marcello
Dell’Utri, to the Sicilian Mafia.

Unless Berlusconi and Dell’Utri sue
the authors and win, they stand to lose
credibility in Italy and abroad. Yet
since the book was published more
than a month ago, there has been no
action from the legal department of
Berlusconi’s Fininvest com-
pany. At the same time, the
book has been largely
ignored by the media. So far
it has received reviews from
only one major newspaper,
the Turin daily, La Stampa,
where, at first, it was
favourably reviewed by
Chiara Beria d’Argentine,
head of the paper’s Milan
office. A few days later, a
second feature hostile to the
book was published.
Edmondo Berselli, a political
writer, accused the authors
of irresponsibility and false
investigative journalism. The
authors’ own magazine
L’Espresso published a
review that was broadly
complimentary. Apart from
that, it was covered in just a
handful of smaller papers, a
reflection perhaps of
Berlusconi’s influence.

Berlusconi’s astonishingly
rapid rise to wealth and
power, which began with the
building of huge residential complexes
on the outskirts of Milan in the 1960s
and 1970s, has always mystified
Italians. “Who supplied him with the
huge amounts of money necessary to
build these vast satellite cities?”, asked
Giorgio Bocca, one of Italy’s most dis-
tinguished journalists, in an article

The ex-pre
mier’s right-hand man: Marcello Dell’Utri

rious Mafia figure from Palermo, who
had already spent two terms in prison,
as foreman of his farm and horse sta-
bles. Berlusconi and his lawyers have
always explained the presence of
Mangano, who ate regularly with the
Berlusconi family, as a security precau-
tion against the danger of kidnapping

KATZ

written in 1976. But there was already
evidence of a link between Berlusconi
and one of Palermo’s leading Mafiosi.

In the spring of 1974, Berlusconi,
who lives in a vast country villa at
Arcore, 26 kilometres northeast of
Milan, hired Vittorio Mangano, a noto-
Unsavoury connections unproven: Silvio Be

late 1950s at university in Milan, was
already a long-time acquaintance of
Mangano, as well as his Mafia friends
and business associates. They say that
they can show, through a mass of
police and judicial documents and dec-
larations, that Dell’Utri, first as per-
sonal secretary to Berlusconi, and later

which was rife in the Milan area in the
mid-1970s.

But Sisti and Gomez allege that there
were other reasons for his presence at
the court of Berlusconi. They claim
that Marcello Dell’Utri, Berlusconi’s
right-hand man, whom he met in the
as head of Publitalia, his advertising
organisation, was in constant contact
with leading Mafia figures, including
Mangano.

Sisti and Gomez put forward a case
that Berlusconi and other north Italian
industrialists were convinced that con-
tact with Mafia associates guaranteed
security from kidnapping. Crucially, it
also opened up channels of finance
that were free of the legal restrictions
imposed by banking regulations.
“According to the Palermo investigat-
ing magistrates, between the end of the
1970s and the beginning of the
1980s,” they write, “Berlusconi and
Dell’Utri, always short of cash for their
projects, were in contact with financial
circuits associated with the Mafia.”

The authors also suggest
that Berlusconi’s early career
was given a financial leg-up
by a tiny Milanese bank, the
Banca Rasini, directed for a
period by his father, with
important Mafia clients, and
at certain periods suspected
of handling dubious accounts.
Years later Berlusconi’s chain
of supermarkets became the
target of a bombing campaign
by the Catania-based Mafia,
who were demanding a share
of its profits. In return, the
authors claim that, according
to another judicial report,
Dell’Utri was offered the right
to reinvest and launder mafia
money.

Sisti and Gomez go even
further: they state that they
can demonstrate, through
police transcripts of tapped
telephone conversations, that
during the 1994 election
campaign which led to Berl-
usconi’s victory, there were
close contacts between his

campaign organisers and Giuseppe
Mandalari, the financial consultant of
Mafia capo dei capi (boss of bosses)
Totò Riina, who is suspected of having
helped Forza Italia to a landslide
electoral win in Sicily. 

The authors report accounts given
by numerous Mafia supergrasses

rlusconi

BIG
accusing Dell’Utri not only of launder-
ing Mafia money, but also of allegedly
trafficking in drugs. But, although
there have been many judicial and
police inquiries, almost none, so far,
has reached a conclusion. Some have
been buried in the dusty archives of
the Rome law courts.

In one judicial investigation,
Dell’Utri and his twin brother Alberto
were accused with others of Mafia con-
spiracy. The investigating magistrate,
Giorgio Della Lucia, who in 1990
declared him innocent, is today facing
trial for corruption. The author says
that the prosecuting magistrate, Guido
Viola, who agreed with his decision,
left the magistracy three years later to
become one of Berlusconi’s lawyers.

On another occasion in 1979 when
the police were investigating Berlus-
coni’s relationship with the mysterious
Swiss holding company which until
then had financed his massive building
operations, he convinced them that
everything was regular and correct. 

Sisti and Gomez claim he also said
that a Milanese building company was
not owned by him, that he was merely
an outside consultant, and therefore
not to be held responsible for its
finances. A year later, the officer in
charge of the investigation, Captain
Massimo Maria Berutti, resigned from
the force and was taken on by Berl-
usconi’s Fininvest as a lawyer special-
ising in foreign investments.

Only a few months ago, at the time
the decision was made in Palermo to
try Dell’Utri for conspiracy with the
Mafia, the same case against Berl-
usconi was dropped because the time
taken to complete the investigation had
exceeded legal limits. 

The judge who would have heard the
case wrote in his report that “elements
have emerged which seem to support
the accusation”. Palermo magistrates
are still investigating Berlusconi, but
his record of immunity from trial
reflects the authors’ choice of title for
their startling book.

Finally, through his Fininvest office,
Berlusconi declares: “We have made
no comment on this book and have no
intention of so doing.”
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Hakkinen:
F1’s first

spaceman 

Ferrari’s
Napoleon of
the pit lane 

Gennady Fyodorov, in 
Star City, MOSCOW, sees the 

race ace train with cosmonauts

As he celebrates four years
with F1’s most glamorous 

outfit, Frenchman Jean Todt
talks to Robert Alexander

Champagne shower: Schumacher drenches Todt after last year’s Belgian GP. But Todt will only be happy with a world title

STEVE ETHERINGTON/EMPICS
OUR years ago, when a studious
Frenchman began his new job as
Ferrari’s sporting director, the
cynics began chuckling again.

Small, chubby-cheeked, with a cur-
riculum vitae built around his achieve-
ments in the world rally championship,
Jean Todt was seen as just another
lamb being led to the slaughter.
Another ambitious motor racing freak
to be sacrificed on the altar of a once-
great Italian team’s attempt to fire up a
renaissance. 

He was French, remember, just like
Alain Prost who had departed in dis-
grace only two years previously after
comparing Ferrari’s cars to haulage
trucks.

Todt had been a suc-
cessful co-driver in inter-
national rallying, before
moving on to take charge
of Peugeot’s rally activi-
ties. Between 1982 and
1986 he took them to the
world title twice and his
reward was overall control
of the burgeoning motor
sport department. 

He guided the French
manufacturer to six more
significant successes
between 1987 and 1993 –
four victories in the Paris-
Dakar Rally and two triumphs at the Le
Mans 24 Hours race. 

It was enough to ensure that Peugeot
were not left in Renault’s long Formula
One shadow and served to impress
observers, including Ferrari. They
were watching and when they called,
Todt moved.

At first, he seemed shy and diffident.
He preferred to speak quietly and to
think, rather than shout his views
aloud. He knew that Prost was on his
way, with Williams Renault, to a fourth
world title. He knew, too, that
Benetton, with Michael Schumacher,
were the coming force. 

Everyone knew, conversely, that
Ferrari had not won a constructors’
world title since 1983, a full decade
earlier, nor a drivers’ title since 1979,
when Jody Scheckter was world 
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champion. Indeed, the team which had
been in F1 longer and won more races
than any other had failed to win a
Grand Prix since 1990, at Jerez in
Spain. 

The challenge was massive, having
already frustrated Prost, eluded Nigel
Mansell and overwhelmed such stal-
warts as Gerhard Berger and Jean
Alesi. But Luca di Montezemolo,
Ferrari’s recently appointed president

and the chosen successor
to Enzo Ferrari himself,
had selected well. 

Todt, with the heart of a
lion, had the tenacity to
succeed. On top of his abil-
ity and his understatement,
he also had dignity, a rare
commodity in modern
sport. 

Not for nothing was he
nicknamed the Napoleon of
the pit lane. Twelve months
after his appointment, Todt
celebrated the end of
Ferrari’s longest-ever

drought of 59 races when Berger won
the 1994 German Grand Prix at
Hockenheim. The following year, Alesi
won in Canada. Then both drivers were
replaced by the arrival of Schumacher
and Eddie Irvine. 

Todt’s revolution was under way. 
Since then, the once-celebrated

British designer John Barnard has also
moved on and Ross Brawn and Rory
Byrne, formerly with Benetton, have
joined the team. 

Now in their 50th year, Ferrari’s
technical and driver departments are
as strong as any and it is only a matter
of time before they seize overall ascen-
dancy. Only patience, it seems, is
required.

On 29 June, Todt, 51, will complete
four years in charge though he has yet
to complete his task – to mastermind
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 for his sixth win in 
between 1961 and 1983. For Todt,
they have been demanding years. From
dawn to dusk, Ferrari have consumed
his life as he persuaded impassioned
Italians to adopt his analytical
approach, to give up V12 engines for
V10s, to stop arguing and work as a
team.

“I do not like to live with history,” he
said. “But if you compare where we
were when I arrived here and where we
are now it is like night and day. We are
challenging to be the best team. I
would like to be in a position where we
are the best team.”

No one is more surprised at his sur-
vival and longevity, in a job with the
life expectancy of a football coach,
than Todt himself. His success in turn-
ing Ferrari from the pursuers to the
pursued has not gone to his head. 

He retains the same dry and some-
times ironic humour and his results
keep the Italians happy as their team
vies with Williams for the two world
titles. 

“Mostly, I like people and so I just
behave nicely to them,” said Todt.
“That does not mean you cannot be
strong in making decisions, but when
you are in a strong position you must
not abuse it. The stronger you are, the
more careful you must be.” Although
Making 
Ferrari lead the drivers’ world champi-
onship thanks to the virtuoso efforts of
Schumacher, they are not favourites to
win Sunday’s French Grand Prix at
Magny-Cours.

Jean Alesi’s Benetton has appeared
to be a class apart during testing at the
circuit this month. 

But Todt, whose tiny frame has
given the team exceptional photo pub-
licity whenever he has been swept off
the ground in celebration of victory,
wouldn’t be satisfied even if Ferrari
were favourites on Sunday.

“I will never be happy until we are in
a winning position,” he said. “Having
said that, I remember the time when I
arrived at Ferrari. There is not so
much to be done now and we are clos-
ing the gap. I used to think it was a
question of years. Now, I think it is a
matter of months." 

If he should fail, there is always his
home in Paris. 

“I have not moved a single thing to
Italy,” he said. “Not an ashtray, nothing
at all. I don’t want to change my life in
Paris from the way it was.

“Sometimes at Ferrari, things seem
like magic from the outside, but inside
it can be a nightmare. 

“Until we win the world champ-
ionship, I will not have succeeded.” 
a play for
A record number of regional
and ethnic games serves to 
reassert cultural diversity.
Dominic O’Reilly reports

Summertim

GAMES VENUE

Mediterranean Italy
Baltic Sea Lithuania
Balkan Greece
Island Jersey
Maccabi Israel
World Finland
Francophonie Madagascar
Basque Euskadi (Basq
NEVER before had a Formula One dri-
ver tried anything quite so ambitious.

“I definitely would not recommend
this,” said Mika Hakkinen after experi-
encing the ultimate G-force test. “Don’t
even think of trying this thing out.”

So why did he? “Maybe being here I
can put some psychological pressure
on my competitors,” he said. “Driving
depends a lot on your feelings, and
now I understand how important the
balance is as well as other physiologi-
cal things in your body.”

Hakkinen was talking after a visit to
the Yuri Gagarin Cosmonaut Training
Centre in suburban Moscow where 320
Russian cosmonauts live and train all-
year round. The 28-year-old McLaren
driver went to Star City as part of a rig-
orous training regime designed to deal
with the G (gravitational) forces expe-
rienced in Formula One. 

“Mika is known on the Grand Prix
circuit as the Flying Finn. Now he is
finally able to live up to his nickname
after going for a test flight,” said
McLaren’s Peter Stayner.

The parabolic flight took place in a
jet which dives from 7,620 metres to
2,743m. It simulates zero gravity, let-
ting a person experience weightless-
ness. Afterwards Hakkinen was put on
the world’s biggest centrifuge and spun
around at five G-forces for 30 seconds. 

“We could get up to five or six G-
forces when going through a tight turn
in a race but it only lasts for a few sec-
onds,” said Hakkinen. “I was told by an
instructor to tighten my chest muscles
at three Gs and try to breathe more
through the stomach at full speed. But
I forgot about it, and at five Gs I felt so
tight inside me that I couldn’t breathe.”

Still, according to Russian experts,
he passed the test with flying colours.

“He didn’t even show any discomfort
on his face,” said Igor Rudyaev, deputy
chief of the foreign department. “You
could see that he is a real pro.”

McLaren spared no expense. Hak-
kinen was flown to Russia on a private
plane and one representative estimated
that the whole exercise cost $50,000.

“One 30-second session on cen-
trifuge alone costs $7,000,” said
Rudyaev. 

McLaren hopes the money will be
well spent on the Finn, who is still look-
ing for his first F1 win. It was certainly
extravagant as far as the once-famous
Russian space programme is concerned.
With an average salary of around
$1,000 a month it’s no secret that the
cosmonaut profession is not cushioned
as it was during Soviet times.

“We used to live in Star City without
any problems and worries about basic
necessities, like food or clothes. It was
real communism here and you didn’t
have to go abroad to get what you
wanted,” Rudyaev said.

Alexander Volkov, one of those who
assisted Hakkinen and spent more than
a year in orbit during his three space
missions, said he now felt jealous of
foreign astronauts.

“I know for a fact that Frenchman
Jean-Loup Chretien, who spent 26
days with us in orbit on a Mir space
station in 1988, got a thousand times
more from the French government
than what I received in all my years
here,” said Volkov. And Hakkinen, with
his McLaren contract? “He probably
makes more in one day than I would
make in my lifetime,” Volkov said.
 identity
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to 6 July
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FROM basketball fans in Barcelona to
rappers in Romania, the world is suf-
fering the cultural and linguistic domi-
nation of the United States. 

An invasion of American entertain-
ment has transformed the youth of
many countries into dollar doppel-
gangers, dressed more for the LA ghet-
tos than the pavement cafes of Europe.

Mercifully, a counter-offensive is
under way against this transatlantic
hegemony with sport proving a vital
weapon in the struggle for diversity. 

In a celebration of identity, this sum-
mer will see a record number of
regional and ethnic games, some dat-
ing back to before the Second World
War, others more recent creations.

One of the newest is the Jeux de
Francophonie, a sporting and cultural
festival created in 1989 by the heads of
French-speaking governments in
response to the spread of American-
English. Forty countries are expected
to take part this year in the third stag-
ing of the event. 

“It is important for us to reaffirm
that the French language is not dead,”
said Alain Gautier, the Games’ execu-
tive secretary. “There are 600 million
Francophones worldwide who must not
be neglected.”

This idea of bringing together a dis-
persed group is not new. The
“Navasareian” or Armenian Games
were first held in 1917 and the
Maccabi Games, or “Jewish Olympics”,
followed 12 years later. 

This summer, almost half a century
after the creation of a Jewish home-
land, some 4,000 sportsmen from 50
countries will take part in the 15th
Maccabiah.

“It brings Israel and the diaspora
together in one magical moment,” said
Stewart Lustigman, head of the British
team. “At the opening ceremony, when
the flag is raised and the national
anthem sung, there is a unique feeling.
Sport is the only common language in
the world, you couldn’t have the same
effect with anything else.”

The Basques would agree. They are
still waiting for their own independent
homeland and use events such as
woodcutting as a way of keeping their
traditions alive. 

Other competitions such as the Baltic
Sea Games take a region as their focus.
This event brings together athletes from
Scandinavia, Belarus, Germany, Poland,
Russia and the three Baltic states to
overcome centuries of war and 50 years
of Soviet-imposed isolation. “For the
first time the Baltic Sea unites, not
divides us,” said Arvidas Vidziunas,
chairman of the organising committee. 

It was that attitude, of understanding
through sport, that led to the creation
of the Balkan Games in 1929. 

“Our aim is to promote friendship in
what has always been a sensitive area,”
said Calypso Dervou of the Greek
Athletics Federation. “It is perhaps the
only opportunity for Balkan nations to
meet in peaceful co-operation.” The
events in the former Yugoslavia illus-
trate the sad truth of this but the event
has enjoyed some successes. “Even
during Soviet times, Romania and
Bulgaria took part,” said Dervou. “This
year, Albania will send a team, and
Greece and the Former Yugoslav
Republic of Macedonia will compete,
despite their diplomatic problems.”

Israel and Palestine’s exclusion from
this year’s Mediterranean Games
shows the need for such sentiments
but there is, of course, another side to
these events. They also give opportuni-
ties to compete to those who either
would never make it to the big occa-
sions or would have little chance of
success there.

The World Games was created in 1980
to provide an event of greater impor-
tance than world championships to
sports excluded from the Summer
Olympics. At the Small Nations Games
and Island Games, competitors who
would probably be also-rans in the
Olympics have their chance to shine.

“It is always difficult for islanders to
make it into a national team because
by definition they are on the periph-
ery,” said Linda Alvarez, secretary of
the 1995 Island Games. “This is a
chance for everyone to take part.”
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Still trying to catch on Club culture
puts Britain
back on topAnother season is over but

can American football ever
touch down in Europe,

asks Keith Webster
Michael Butcher on how
a team lambasted at the
Olympics had a field day

at the Europa Cup 

Big bucks and razzmatazz: but the spectacle of American football doesn’t necessarily appeal to Europeans

Gridiron fails to
woo new fans

ATHLETICS
ON Kitna ran his hands
over his Marine-styled
shaven head and strolled
out of the Olympic stadium

in Barcelona with purpose in his
step.

Moments earlier, in the arena
made famous by the Spanish
archer who ignited the opening
ceremony of the 1992 Olympic
Games, Kitna had fired his own
sporting shot by helping the
Barcelona Dragons to a 38-24
victory over the Rhein Fire in
American football’s World Bowl.

The young firebrand quarter-
back’s mixture of open emotion
and graceful athleticism ensured
that a new name was added to
the championship game of the
World League of American
Football.

But did anyone, apart from
Kitna’s team-mates, US television
and the sponsors who promote
the sport, really care?

The same weekend, the
Spanish soccer league was enter-
ing its final series of matches, a
far more gripping occasion for
the Barcelona public.

Across Europe, the sporting
headlines were about tennis,
rugby, golf and more soccer. Not
much coverage of American
fooball.

Kitna probably
doesn’t care: his
three-month tour of
duty across western
Europe has given him
excellent credentials
to return to the
Seattle Seahawks –
the NFL team that
loaned him to the
World League – and
fight for the job as
their number one
quarterback, a position that
would guarantee him about $5
million a season.

But for the World League
itself, such dreams of financial
success will have to wait a little
longer. Perhaps much longer.

The original World League,
comprising three European and
seven North American teams,
collapsed after only its second
season in 1992, buried under
financial pressure and disastrous
television ratings in the US.

Three years later it returned as
a solely European set-up of six
teams, determined to cash in on
the level of success that saw the
London Monarchs play the
Dragons in World Bowl ’91
before 61,000 people at
Wembley Stadium.

As the third season of this
regeneration came to a climax in
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Increasingly lavish deals

make soccer less of
a people’s theatre, 

writes Dominic O’Reilly
the Catalan capital last weekend,
however, officials were able to
announce a crowd of only
31,100 – a figure of fantasy
which confirmed the belief that
whoever counts heads in
Barcelona either needs new bat-
teries for his adding machine or
has six fingers on one hand. In
truth, the number was closer to
22,000.

Audience size is only one of a
number of problems facing the
league. Equally significant are
the financial losses which would
have sent less stubborn backers
running for cover.

The NFL and Rupert
Murdoch’s Fox Television invest
$10m each per season into the
league. Neither wants to bleed
money forever, but they both
claim they are prepared to
absorb losses because of the hid-
den benefits.

“When you talk about losses, it
is strictly what is on paper,” says

Pete Abitante, the
NFL’s director of
public relations in
New York.

“If you have a back-
up player on an NFL
roster being paid half
a million dollars and
you don’t know if he
can play, you send
him to the World
League. 

“If you find he’s not
good enough then

you save the half million and
already your investment has paid
for itself. 

“Nobody wants to be in busi-
ness losing money. But the
World League gives us a lot of
opportunities.”

None of this disguises the fact
that three of the six teams lost
fans at the turnstiles this season
including a second consecutive
alarming drop in attendance for
champions Barcelona.

Yet the league has a powerful
benefactor. 

For George Krieger, executive
vice-president of Fox TV Sports
in New York, Murdoch’s money
is solidly behind the European
venture.

“Sometimes you have to break
a few eggs to make an omelette,”
he said. 

“For the NFL, this is an inex-
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pensive way to develop players.
On top of that, it allows them to
develop in real games in front of
real crowds in games that are
televised.”

Despite the clear business
plan, no amount of money can
cover up cultural cracks.

Outside the wildly successful
market of Germany – 40,000
’s win
o d
turned up three weeks ago for a
meaningless game against
Barcelona – most Europeans still
need convincing about gridiron.

World League president Oliver
Luck, once an NFL quarterback
with the Houston Oilers and orig-
inally general manager at the
Frankfurt Galaxy, is learning to
live with it. 
ners
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EUROPEAN TROPHY WINNERS
CHAMPIONS LEAGUE CUP

Borussia Dortmund 3 Juventus 1
CUP WINNERS’ CUP

Barcelona 1 Paris St Germain 0
UEFA CUP

Schalke 04 v Inter Milan
1-1 on aggregate, 

Schalke won 4-1 on penalties 
“German people are different
from English people and the
Spanish are different from the
Dutch,” said Luck.

He knows, though, that while a
hard-core love his product, 
others cynically view it as yet
another piece of trash Americana
to be used in the quest for sales
of burgers and T-shirts.
 and
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TROUBLE with money, trou-
ble with competitors, trouble
with drugs. You could be for-
given for thinking that British
athletics was in terminal
decline.

Yet somehow, in Munich, the
sick men of Europe romped
home with plenty to spare in
the continent’s premier com-
petition, the Europa Cup,
while the women also per-
formed way above expecta-
tions by coming third. 

The fact that this was done
against the likes of the
Italians, Spaniards and the
French, who throw money at
their athletes like confetti, has
not gone unnoticed. 

Only a year ago in Atlanta
these were the nations being
held up as shining examples of
the way to go while British
performers were coming home
to average debts of £3,000
($4,800) each.

The Germans also have envi-
able  state-of-the-art facilities,
best exemplified by the
Munich stadium that hosted
last weekend’s competition. In
the whole of Britain there is
not a single athletics stadium
that could host a world cham-
pionship. 

In the run-up to Munich
there was even more untimely
publicity about the inability of
Britain to care for its athletes
with the announcement of a
modest stipend from lottery
money of £6,000 for the
Olympic heptathlon bronze
medallist Denise Lewis.

But judging by Munich, not
everything can be going wrong.
Ian Stewart, former Olympian
and promoter of this week-
end’s Sheffield grand prix,
says Britain’s club structure is
the heart of their success.

There are more than 2,000
clubs operating a radically dif-
ferent system from most clubs
on the continent in that they
are not elitist.

Ken Rickhuss, acting chief
executive of the British
Athletics Federation (BAF),
said : “The club system is still
very strong and it’s still pro-
ducing athletes. It is one of the
things the world envies us for.
Money can’t create that.

“But, of course, it couldn’t
be done without volunteers. If
they walked away, we should
be in trouble.” 

The importance of the volun-
 lose
tary sector can easily be seen
from the accounts. Two years
ago, BAF made a loss of
£174,000. Last year, another
£324,000 was added to the
debt. And they still have a
massive compensation claim
hanging over them from the
Diane Modahl case. Even the
press office has had to go part-
time.

But despite all the talk
about lack of money, there is
still some that filters through
to the performers – from tele-
vision. Before, most of it went
to an elite clique but two
years ago there was a much
publicised row between
Olympic champion Linford
Christie and the BAF over
appearance money.

Peter Radford, the then chief
executive, stuck his ground
and refused to accede to
requests to give elite athletes
preferential treatment. 

There was not as much
money as in the 1980s and ath-
letes like Christie had to be
less onerous in their demands.
Radford was heavily criticised
for holding out but he has been
amply vindicated after the tri-
umph in Munich.

“Other countries like Spain
target a narrow range,
whereas we’ve taken the
approach of going across the
board,” says Stewart. “It’s
always a bigger risk, but we’re
a much more powerful track
and field nation because of it.” 

Malcolm Arnold, chief
national coach, agrees. “We’ve
always taken a sport-for-all
approach of putting something
in all the events,” he said.
“The European Cup reflects
the way we do things.” 

There has also been a prob-
lem of perception in the way
success is gauged. Britain’s
athletes have been widely
ignored since Atlanta for their
failure to win a single gold
medal but four silvers and two
bronzes is hardly derisory. 

The rest of Europe can only
shake their heads in disbelief
at the sight of the sick man’s
recovery.
rs
T was a football season when
the vulgarity of the money
lavished on players reached
such depths that Italy’s

Roman Catholic church was pro-
voked into criticism. 

A year after moving to
Barcelona from PSV Eindhoven
for what now seems a trifling
$19 million, Brazilian striker
Ronaldo is being lured away to
Inter Milan for a deal supposedly
worth a total of $50m. 

Famiglia Cristiana
(Christian Family), Italy’s best-
selling weekly magazine,
responded by warning readers of
“Ronalditis”. “He is a symbol of
an ever more spendthrift soccer
scene and a typically Italian way
of confronting problems – by
ignoring them to watch football,”
said the magazine’s editorial. 

The disease is clearly not con-
fined to the 20-year-old Ronaldo,
and heaven only knows what the
magazine thinks of Real Madrid’s
Yugoslav striker Predrag Mijat-
ovic, whose new contract values
him at $150m. Or of Barcelona
themselves who have hired two
costly coaches – Bobby Robson
and Louis van Gaal – and are
unsure of how to utilise them.

Moves such as this, and the
subsequent rise in ticket prices,
make football less of “the peo-
ple’s theatre” and more like a
sporting form of opera.

Thankfully, a search of Europe
reveals a combination of revivals
of old favourites together with
welcome new faces to reassure
observers there is still room for
romance and drama in the
world’s most popular sport. 

In Hungary, MTK of Budapest
attracted paltry audiences, with
attendances averaging just 800,
but recaptured centre stage
through winning the country’s
league and cup double. In the
Fifties the club served as a

I

reserve national team and devel-
oped the 4-4-2 formation
through which the Hungarians
dominated world football.

Light relief was provided in
Andorra, where Europe’s newest
league competition was won by a
team of Real Madrid supporters
who named their club after a
restaurant and play for nothing
more than a meal at the epony-
mous eaterie. 

The players of FC Restaurante
Charlot have become minor
celebrities, and, thanks to his
association with them, the club
chairman is now the most fash-
ionable hairdresser in the tiny
mountain republic.

The team, who will now rub
shoulders with some of Europe’s
biggest clubs in the Uefa Cup
after dominating the inaugural
Andorran league, are appropriate
champions of a country full of
footballing eccentricities. 

The Andorran league has 11
teams, so one must sit out every
weekend. There are only three sta-
diums, requiring a rota system for
who plays where each week.
Sometimes a team will play two
consecutive games in the same
stadium, the first as the home
team and the next as the ‘visitors’.

Sadly, seriousness has finally
intruded and when FC
Restaurante Charlot make their
European debut it will be as
Esportiu Principat [Sporting
Princedom], a name change
forced upon them by an embar-
rassed Andorran government and
football association.

Borussia Dortmund wrote a
fairy tale of their own. They
proved that persistence can pro-
duce a happy ending by beating
holders Juventus in the
Champions’ Cup final. In eight
encounters over the past four
years, Dortmund had lost seven.

When they met in Munich’s
Olympic Stadium, few doubted
Juve would retain their European
title, but for the third year in a
row, the holders lost in the final.
They still won the European
SuperCup, the Italian title and
the World Club Championship to
remain the team to beat but next
season AC Milan should push
them harder. Fabio Capello will
return as coach after taking Real
Madrid to the Spanish champi-
onship in his sole season there.

The most notable domestic tri-
umph was Rangers’ ninth succes-
sive Scottish championship
which equalled the European
record held by their Glasgow
rivals Celtic and CSKA Sofia.

Dynamo Tbilisi made it eight
Georgian titles out of eight since
the break-up of the Soviet Union,
while Steaua Bucharest and Dyn-
amo Kiev both extended their
runs of league success to five.

This staleness was eased by
Lierse ending a 37-year wait for
a fourth Belgian championship,
and Olympiakos coming top in
Greece after a decade in the dol-
drums. The Athenian club’s
delight was compounded by the
failure of city rivals Pana-
thinaikos to qualify for Europe
for the first time in 14 years.

Their misery, however, was
nothing compared to Middles-
brough’s. A £20m investment in
players yielded relegation and
two cup final defeats amid
rumours of a dressing-room split
between the English players and
imports such as £42,000-a-week
striker Fabrizio Ravanelli.

As Middlesbrough search for
what went wrong, they should
look in Famiglia Cristiana. It
was a clear case of “Ronalditis”.
ALBANIA
League season suspended after 17
rounds
Cup: Partizan Tirana
* No entries in 1997-98 Europe 
competitions because of instability in
Albania

ANDORRA
Champions: CE Principat

ARMENIA
Champions: Pyunik Erevan
ECWC: Ararat Erevan
UEFA Cup: League season to finish

AUSTRIA
Champions: Austria Salzburg
ECWC: Stum Graz
UEFA Cup: Rapid Vienna, Tirol
Innsbruck
Relegation/promotion: Vorwarts Steyr
v Admira Wacker (2 legs)

AZERBAIJAN
Champions: Neftchi 
Cup: Kopez Gancja
UEFA Cup: Karabakh Agdam

BELGIUM 
(restart 8 Aug)
Champions: Lierse
ECWC: Germinal Ekeren
Uefa Cup: Club Bruges, Mouscron,
Anderlecht
Relegated: Cercle Bruges, Mechelen
Promoted: Beveren, Westerlo

BULGARIA
Champions: CSKA Sofia (won double)
ECWC: Levski Sofia
UEFA Cup: Neftochemik Bourgas
Relegated: Rakovski Russe, Montana,
Maritsa Plovdiv
Promoted: Litex Lovetich, Olympic
Galata, Metalurg Pernik

CROATIA
Champions: Croatia Zagreb (won 
double)
ECWC: NK Zagreb
UEFA Cup: Hajduk Split
Relegated: Inker Zaprisic, Istra Pula,
Orient Rijeka, Cibalia Vinkovci
Promoted: None - league reduced to 12
clubs for 1997-8

CYPRUS
Champions: Anorthosis Famagusta
ECWC: Apoel Nicosia
UEFA Cup: Apollon Limassol
Relegated: Aris Limassol, Olympiakos
Wh
Nicosia, APEP Pitsilias
Promoted: AEL Limassol, Evagoras
Paphos, Ethnikos Assias

CZECH REPUBLIC
Champions: Sparta Prague
ECWC: Slavia Prague
UEFA Cup: Jablonec, Boby Brno
Relegated: Bohemians Prague, Karvina
Vitkovice
Promoted: Dukla Prague, Bohdanec

DENMARK
Champions: Brondby
ECWC: FC Copenhagen
UEFA Cup: Herfolge, Vejle,
Relegated: Hvidovre, Viborg
Promoted: Fremad, Ikast

ENGLAND
(restart 9 Aug) 
Champions League: Manchester Utd
(champions), Newcastle Utd
ECWC: Chelsea
UEFA Cup: Arsenal, Liverpool, Aston
Villa, Leicester (League Cup winners)
Relegated: Nottingham Forest,
Sunderland, Middlesbrough
Promoted: Bolton, Barnsley, Crystal
Palace

FRANCE
Champions League: Monaco
(champions), Paris St Germain
ECWC: Nice
UEFA Cup: Nantes, Bordeaux, Metz,
Strasbourg (League Cup winners)
Relegated: Nice, Lille, Nancy, Caen
Promoted: Toulouse, Chateauroux 
(only 2 promoted)

GEORGIA
Champions: Dynamo Tiblisi (won 
double)
ECWC: Dynamo Batumi
UEFA Cup: Kolkheti Poti

GERMANY
(restart 1 Aug)
Champions League: Bayern Munich
(champions), Bayer Leverkusen, Borussia
Dortmund (holders)
ECWC: VfB Stuttgart
UEFA Cup: Schalke (holders), VfL
Bochum, Karlsruhe, 1860 Munich
Relegated: Fortuna Düsseldorf,
Freiburg, St Pauli
Promoted: Kaiserslautern, VfL
Wolfsburg, Hertha Berlin

GREECE
Champions: Olympiakos Pireus
ECWC: AEK Athens
UEFA Cup: PAOK Salonica, OFI Crete
Relegated: Kastoria, Edessaikos, Aris
Salonica
Promoted: Panionios, Ethnikos,
Prodeftike

HUNGARY
Champions: MTK Budapest (won 
double)
ECWC: BVSC
UEFA Cup: Ujpesti TE, Ferencvaros
Relegated: TVE Budapest, Pecsi
Munkas, Csepel-Kordax
Promoted: Tiszakecske, Gazszer FC,
Diosgyor

IRELAND (Republic)
Champions: Derry City
ECWC: Shelbourne
UEFA Cup: Bohemians
Relegated: Home Farm, Bray Wanderers
Promoted: Kilkenny, Drogheda Utd

IRELAND (Northern)
Champions: Crusaders
ECWC: Glenavon
UEFA Cup: Coleraine
Relegated: none
Promoted: Ballymena Utd, Omagh Town

ISRAEL
Champions: Beitar Jerusalem
ECWC: Hapoel Beer Sheba
UEFA Cup: Hapoel Petach Tikva
Relegated: Zafirim Holon, Hapoel Taibe
Promoted: Hapoel Ashkelon, Ironi
Ashdod

ITALY 
(restart 31 August)
Champions League: Juventus 
(champions), Parma
ECWC: Vicenza
UEFA Cup: Inter Milan, Lazio, Udinese,
Sampdoria
Relegated: Reggiana, Verona, 
Perugia, Cagliari
Promoted: Brescia, Empoli, Lecce, Bari

LIECHTENSTEIN
ECWC: Balzers
* No championship, clubs belong to
regional Swiss leagues

LITHUANIA
Champions: Kareda
ECWC: Zalgiris Vilnius
UEFA Cup: Inkaras

LUXEMBOURG
Champions: Jeunesse d’Esch 
(won double)
ECWC: Union Luxembourg
UEFA Cup: CS Grevenmacher
Relegated: Aris Bonnevoie, CS Rodange
Promoted: Red Boys Differdange, CS
Petange

MACEDONIA
Champions: Sileks Kratovo 
(won double)
ECWC: Jugomagnat Sloga
UEFA Cup: Pobeda Prilep

MALTA
Champions: FC Valetta (won double)
ECWC: Hibernians
UEFA Cup: Birkirkara Luxal
Relegated: Lija Athletic, Rabat Ajax
Promoted: Xghajra Tornadoes, Tarxien
Rainbows

MOLDOVA
Champions: Constructurol Chishinev
ECWC: Zimbru Chishinev
UEFA Cup: Nistru Otaci

POLAND
Champions: Widzew Lodz
ECWC: Polish Cup final on 28 June -
Legia Warsaw v Katowice
UEFA Cup: league not finished
Relegated: Slask Wroclaw, 
Sokol Tychy and one other

NETHERLANDS
Champions League: PSV Eindhoven
(holders), Feyenoord
ECWC: Roda JC
UEFA Cup: Twente Enschede, Ajax,
Vitesse Arnhem
Relegated: AZ Alkmaar
Promoted: MVV Maastricht
* NEC Nijmegen & RKC Waalwijk
remained in Premier Division after 
play-offs

PORTUGAL
Champions League: FC Porto 
(champions), Sporting Lisbon
ECWC: Boavista
UEFA Cup: Benfica, Sporting Braga,
Vitoria Guimaraes
Relegated: Espinho, Uniao Lieira, Gil
Vicente
Promoted: Campomaiorense, Varzim,
Academica

ROMANIA
Champions: Steaua Bucharest 
(won double)
ECWC: Nacional Bucharest
UEFA Cup: Dynamo Bucharest, Otelul
Galati
Relegated: FC Brasov, Politechnica
Timisoara (plus 2 from play off group) 

SCOTLAND
Champions: Glasgow Rangers
ECWC: Kilmarnock
UEFA Cup: Glasgow Celtic, Dundee Utd
Relegated: Raith Rovers
Promoted: St Johnstone

SLOVAKIA
Champions: FC Kosice
ECWC: Slovan Bratislava
UEFA Cup: Spartak Trnava
Relegated: FC Nitra, Kerametal Dubica

SLOVENIA
Champions: Branik Maribor 
(won double)
ECWC: Promorje Ajdovscina
UEFA Cup: HIT Gorica
*Relegated: Koper
*Promoted: SET Vevce
* play-off match between Beltinci &
Drava

SPAIN
Champions League: Real Madrid
(champions), Barcelona
ECWC: Betis Seville
UEFA Cup: Deportivo La Coruna,
Atletico Madrid, Valladolid, Athletic
Bilbao
Relegated: Logrones, Seville, Hercules,
Extremadura
Promoted: Merida, Salamanca (2 
promoted only)
Play-off for final Division 1 place: Rayo
Vallecano v Mallorca

SWITZERLAND
(restart 4 July)
Champions: Sion (double winners)
ECWC: FC Luzern
UEFA Cup: Neuchatel Xamax,
Grasshopper Zurich
Relegation: none
Promotion: Servette Geneva, Etoile
Carouge, FC Luzern, SC Kriens

TURKEY
Champions League: Galatasaray
(champions), Besiktas
ECWC: Kocaelispor
UEFA Cup: Fenerbahce, Trabzonspor
Relegated: Zeytinburnuspor,
Denizlispor, Sariyer
Promoted: Kayserispor, Karabukspor,
Sekerspor 

UKRAINE
Champions: Dynamo Kiev
ECWC: Shakhtar Donetsk
UEFA Cup: Vorskla Poltava, Dnepr

WALES
Champions: Barry Town (won double)
ECWC: Cwmbran Town
UEFA Cup: Inter Cable-Tel Cardiff
Relegated: Ton Pentre, Holywell Town,
Briton Ferry
Promoted: Haverfordwest, Rhyader 
(only two promoted)

YUGOSLAVIA
Champions: Partizan Belgrade
ECWC: Red Star Belgrade
UEFA Cup: Vojvodina Novi Sad
Relegated: Borac Cacak, Becej
Promoted: Obilic Belgrade, Zeleknik
Belgrade

SUMMER LEAGUES
Belarus, Estonia, Faroes, Finland, Latvia,
Iceland, Norway, Russia, Sweden
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Who will
follow Stich

and Co?

McLaren Formula One ace Mika Hakkinen (centre) gets a
lift as he experiences zero gravity. The 28-year-old lived up
to his nickname, the Flying Finn, as he underwent a 

parabolic flight with Russian astronauts at the Yuri Gagarin
Cosmonaut Training Centre in Star City, Moscow. It was
part of a special training programme designed to give

Hakkinen a better understanding of the G-forces 
experienced by drivers in F1. He hopes it will give him an
edge on his rivals.                                           Full story: p16

Blood tests row threatens Tour
Jeremy Whittle on how cycling’s clean-up campaign

may backfire on the world’s most prestigious race 

German tennis if not
the fans will miss the
former Wimbledon
champion, writes

Andrej Antic

JURGEN TAP/HOCH ZWEI
SOME tennis players are
naturally charismatic; others
have to fight their way into
the public consciousness.

Michael Stich is very
much in the second cate-
gory, yet in spite of a rela-
tively low profile, it was a
surprise that the interna-
tional press had only three
questions for the former
champion at his first press
conference at Wimbledon.

Their interrogation in the
sparsely-filled interview room
lasted less than five minutes
before the session was given
over to the German press. All
rather sad for a man who, six
years after lifting the sport’s
most coveted trophy, is mak-
ing his farewell appearance,
forced out by a shoulder
injury he can no longer bear.

Unlike many of his con-
temporaries, Stich does not
need to play tennis at all. He
has more than $12m in the
bank and after his country’s
Davis Cup tie in September
against Mexico in Essen, he
will hang up his racket for
good – at the age of 29.

“For nine months, I have
been suffering. I’m not hav-
ing fun anymore,” said Stich,
who was No. 2 in the world
four years ago but has plum-
meted to 88th. “I hate to
lose against opponents I
should be beating.”

The respect that Stich’s
contemporaries show for
him was summed up by the
reaction of Jim Courier, the
industrious American whom
Stich beat in straight sets in
the first round. Courier, who
succumbed to Stich in the
quarterfinals the year the
German won the title,
hugged his conqueror and
said that if he had to lose to
anyone, it would be to him.

Kind words indeed, yet
Stich, who had not got past
the semifinals of a single
tournament this year prior
to Wimbledon, is not look-
ing for sympathy. “Most
players just focus on tennis.
For me there were always
other things,” he said.

It has always shown in the
way he played. Although he
has won only one Grand
Slam title – he was the
beaten finalist at both the
US Open in 1994 and the
French in 1996 – Stich
never had the fighting spirit
of, say, Michael Chang or
his more high-profile com-
patriot, Boris Becker. Stich
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rate, 49p at other times – UK only
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0891 900 773
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Touring Europe

Belgium: Provincial House
Jewellery Exhibition, Antwerp, to
29 June; Paul Delvanx Exhibition,
Royal Fine Arts Museums,
Brussels, to 27 July; Procession
of 1549 Reconstruction, Grant
Palace, Brussels, 1-3 July.
France: Django Rheinhardt Jazz
Festival, Fontainebleau, 28, 29
June; Halle That Jazz Festival,
Paris, 27June-6 July.
Italy: Il Palio (involving horse
races and parade in medieval
constumes), Siena, 2 July. 
Switzerland: 150 Years of
Federal Railways, Delemont, to
20 July.

ROADWORKS
Austria: A1 Seewalchen to
Schörfling.
Belgium: N8 West Flanders,
Geluwe; N34 Zeebrugge. 
Denmark: E45 Kolding. 
Germany: A24; A10 Berlin
Orbital Motorway.
Italy: A22 Newmarkt to Auer
lane.
Spain: N340 Alhama de Murcia.
Switzerland A1 Rothrist to
Magenwil. 
is dedicated to his wife
Jessica – “it’s horrible hav-
ing to travel without her” –
and his work for an Aids
foundation takes up much of
his time. Whenever he plays
badly, he simply shrugs his
shoulders and moves on. 

“Nobody plays as naturally
as Michael,” said Niki Pilic,
the German Davis Cup cap-
tain. “But on court he was
never a hard worker.”

Stich’s future role in
German tennis is, as yet,
unclear. Many believe he
would make an excellent
Davis Cup captain.

Or he may just walk away,
tired of his long-running
rivalry with Becker to whom
he has always been an
uncomfortable understudy.

“I suppose I always suf-
fered a bit because the
German public never really
accepted me. Now that I’m
on my farewell tour, it is, of
course, different. But it’s
quite possible that I shall
have nothing more to do
with tennis. Maybe I will
become a doctor,” he said.

When he does finally quit,
he will leave a gap that
German tennis will find hard
to fill. The country’s media
are describing the hoped-for
successors to Stich, Becker
and Graf – herself wracked
by injury and out of this
year’s Wimbledon – as the
lost generation, such is the
dearth of emerging talent.  

The German tennis feder-
ation has been blamed for
being over-complacent after
the honeymoon period of
the 1980s but the country’s
car manufacturer, Mercedes
Benz, with Becker at the
helm, is financing a new
$25m programme to get the
wheels moving again. The
plan is already starting to
bear fruit: 12 German men
made it into the first round
proper of Wimbledon.

Few, however, have the
talent of Stich, who had just
one goal as Wimbledon
reached the end of its first
rain-soaked week: “I want to
win a few matches and leave
a good impression.”
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27-30 June FRIDAY
MIN MAX

On Friday the broad pic-
ture shows low pressure in
the North Sea bringing
rain, wind and generally
unsettled conditions to
much of northern Europe.
Rain in Scandinavia will be
mostly south of a line from
Trondheim to Stockholm.
Britain, France, Germany,
Belgium, the Netherlands
and Luxembourg will be
wet. 

On Saturday rain over
Scandinavia will edge
southwards. Early mist and
fog over a large swathe from
Poland down to the Bal-
kans will clear to leave a
warm and sunny day. Top
temperature will be in the
high twenties. Portugal and
much of inland Spain will be
dry and sunny, although a
few showers may creep into
the Balearic islands and
affect Corsica and Tunisia. 

CL – CLOUDY; PC – PAR
RS – RAIN SHOWERS; SS 
S IT deliberate cheating or a
natural chemical change pro-
duced by the effects of stress,
fatigue or dehydration?

With the Tour de France, the
world’s biggest cycle race immi-
nent, relations between riders and
the sport’s governing body are
nearing breaking point over the
bitter issue of blood testing.

When the Tour gets under way
in Rouen on 5 July, it will do so
against a backdrop of possible
legal action against the Union
Cycliste International (UCI) over
their insistence to apply what they
innocently term “health checks”
but what are increasingly being
perceived, misguidedly or not, as
something far more sinister by
both sponsors and riders.

The checks were introduced by
the UCI to quell concern over use
of the banned artificial red blood
cell stimulant EPO, a performance
enhancer. 

Cyclists are being asked ran-
domly to give a blood sample and
if their red cell count is above 50
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On Sunday the best condi-
tions will be found in
Greece and the Turkish
Mediterranean resorts,
where under clear blue skies
temperatures reach the mid-
thirties. Northern Europe
will continue to be plagued
by rain, with strong to gale
force wind. Temperatures
will just manage to rise
above 20C in any brief
brighter spells that manage
to squeeze between the
showers. Inland Spain will
be hot, especially Andalucia,
where it could reach 34C. It
will be fresher in coastal
areas as on-shore breezes
set in during the morning.
There will be an increasing
risk of showers spreading
into the Costa Blanca during
the afternoon.

On Monday the area of low
pressure will lurk off
Denmark, so the unsettled

spell
the N
is se
and 
rain
floo
helpe
Tem
to re
part
Rivie
be c
coas
threa
over 
it wi
Italy
will b
with 

Fu
Wed
spell
ern 
arou
basin
cond
ings 

TLY CLOUDY; SU – SUNNY; RA – RA
– SNOW SHOWERS; TL – THUNDERS

CYAN
per cent, they face being barred
for 15 days. 

EPO has been linked with heart
problems among riders over the
past five years. The problem is, it
can also be produced naturally,
varying from day to day, even hour
to hour. 

Not surprisingly, cyclists are
increasingly panicky at the
prospect of being tested and then
banned from the sport’s showpiece
event for something their body is
producing naturally.

Crucially, the new test fails to
establish the source of the high
blood cell count and some experts
believe that the rash of positive
tests in the recent Tour of Italy
was a result of dehydration.

Reigning Tour de France cham-
pion Bjarne Riis has condemned
the tests, which have already seen
ten competitors temporarily
EATHER WAT
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MAG YELO
banned from racing. “It’s a good
idea but the methods are wrong,”
said the 33-year-old Dane. “The
limit is too low. From what I
understand, 42 per cent to 54 per
cent is normal.”

Under the current system, if Riis
were to give a blood sample which
exceeded the 50 per cent guideline
any time up to the start of the
Tour de France, he would be pre-
vented from defending his title –
even if he was able to provide a
negative sample the following day.

The UCI have been accused of
using the health checks as little
more than a public relations exer-
cise. During the Tour of Italy, a
French television crew appeared at
the team hotels and were allowed
to film the UCI doctors in action.

The system’s most vociferous
critic is Italian star Claudio
Chiappucci, prevented from start-
CH UNTIL 2 JUL
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BLCK
ing the Tour of Italy after falling
foul of the UCI’s medical commis-
sion at the Tour of Romandie.

“It was unfair restraint of trade,”
says Chiappucci, a past top three
finisher in the Tour de France.
“What’s worse, it’s perceived by
the public as a positive dope test,
yet tests carried out by my team at
the time gave me a level of 48 per
cent. It’s likely that we’ll take
legal action over this.”

More worryingly, several team
managers are privately expressing
concern over sponsors’ unwilling-
ness to invest in the sport, given
the uncertainty. “What the UCI
don’t realise, is that most of us
want a real test, so that the real
culprits get caught,” one French
team manager said.

“At the moment, we don’t know
what this test proves – if anything.
It’s clear that EPO abuse is still
going on but those using it are a
step ahead of the UCI and I don’t
know how much longer big spon-
sors will put up with this confusion.” 

Already, top Italian sponsors,
Y
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MG Technogym, backers of cur-
rent World Cup leader Michele
Bartoli, have announced their
withdrawal from cycling. “In spite
of our love for the sport, our firm
is definitely not going to renew its
commitment to professional
cycling,” said a statement.

But Dr Leon Schattenberg, pres-
ident of the UCI Medical Com-
mission, said: “People haven’t
understood the message. We
explained our intentions but every-
body immediately thought of dop-
ing. Our aim is to lessen the risks
to cyclists from a high count of red
blood cells.”

In the eight Tours de France run
since Jean-Marie Leblanc became
race director, there has yet to be a
positive dope test. He declined to
comment on the possibility of
rider bans at this year’s Tour.

All this leaves the image-con-
scious Tour de France facing a
nightmare scenario – that a major
contender will fail the health check
and be thrown off the race in the
full glare of the world’s media. 
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LVMH crashes drinks party

Digital TV
revolution
speeds up

France’s leading luxury goods group tries to force a showdown with Guinness

Poker player: Bernard Arnault is determined to get LVMH in on the deal between Guinness and GrandMet to form GMG Brands, the world’s largest wine and spirits company

Greener: Guinness Bull: Grand Metropolitan

HOW MIKHAIL’S BOYS
MADE GOOD

THE PLATINI OF
THE BOARDROOM

JEAN GUICHARD
ERNARD Arnault,
chairman of the
French luxury goods
giant, LVMH, flew

back from business in New
York to Paris this week to
meet his bankers. Arnault is
planning the next move in a
spectacular corporate poker
game against Tony Greener
and George Bull, his respec-
tive peers at British drinks
groups Guinness and Grand
Metropolitan.

The 48-year-old French
entrepreneur has been furi-
ous since May when the two
Britons announced the £23
billion ($38bn) merger of
Guinness and GrandMet to
form GMG Brands. It will
create the world’s largest
wine and spirits company,
double the size of its nearest
rival, Allied Domecq.
Greener says the deal makes
sense: “Scale is critical to
compete globally. By putting
the two together they can
grow faster than on their
own.”

But it is also a deal which
marginalises LVMH and
Arnault – LVMH is
Guinness’s largest share-
holder with 14 per cent and
is a partner in numerous
joint ventures, and Arnault
is a board member. He has
made his objections known
but they have been ignored
by Greener, 57, and Bull,
60, who maintain that their
“creation of a new force in
the global food and drinks
industry” offers the best
value for shareholders.

So last week Arnault made
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Duisenb
an audacious raid, spending
£792 million ($1.3bn) to
buy 6.29 per cent of Grand-
Met’s stock. This week he
carried on buying GrandMet
shares to strengthen his
hand and force the two
London-based companies to
take note of his position. 

His desires appear simple
enough. Arnault says he
wants a ménage à trois
between the two British
companies and the Moët
Hennessy drinks division of
LVMH. Furthermore, he
wants to see a spin-off of
their brewing and food busi-
nesses. “There’s no logic
having Burger King,
Häagen-Dazs ice cream and
Green Giant in the same
group [as a drinks com-
pany],” said Arnault. 

Guinness and GrandMet
say they are well aware of
the Frenchman’s dissatisfac-
tion with their planned
merger, though a
spokesman for GrandMet
admitted the company was
confused by Arnault’s inten-
tions. The Frenchman, who
has threatened to overturn
the British tie-up, holds sev-
eral strong cards and can
choose to play his hand in a
number of ways.

One scenario involves
Arnault continuing to buy
GrandMet stock until he has
acquired 25 per cent,
putting him in a position to
block the deal outright. A
Paris associate said he will
“go on buying shares. He is
a very determined man”. But
if the deal were to be
erg ‘the
aborted, analysts forecast
that the shares Arnault
bought at 630p could tum-
ble to a pre-merger talks
level of about 500p and
leave him with heavy losses.

Some analysts wonder if
Arnault is being driven by
pique and a sense of
wounded pride rather than
commercial sense. He is
probably the proudest, as
well as most secretive, of
French tycoons. Today he
sits at the centre of Parisian
society, protected by body-
guards and surrounded by
“an aura of grandeur” says
British designer John
Galliano, called in to run
LVMH’s Christian Dior fash-
ion house. 

Above all, Arnault is an
outsider at the top of French
business. He shares no old
school ties from the
 slow o

CYAN
grandes écoles with the rest
of the Parisian business
elite. Rather, he crossed the
tracks from the unfashion-
able textile and coal mining
belt around Roubaix, an
industrial town in France
where he was born and
began his career at Ferret-
Savinel, the family construc-
tion and property business. 

A London analyst accuses
Arnault of “being cavalier
with shareholder funds”. But
it is more likely that Arnault,
“a shrewd and cunning
thinker”, is following a high-
risk strategy to raise his
GrandMet holding in a ploy
to get Greener and Bull
round the table. 

A ten per cent tranche of
shares, which many
observers believe Arnault is
close to achieving, would
allow him to force a special
ne’ reac
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meeting to put his plan for
an international three-way
drinks federation to a share-
holders’ vote.

The plan centres on split-
ting the Moët Hennessy spir-
its unit from LVMH’s luxury
goods interests – which
many analysts favour any-
way – and uniting it with
Guinness’ United Distillers,
which runs the Gordon’s
Gin, Johnny Walker and
Bell’s Scotch whisky brands,
and GrandMet’s Inter-
national Distillers and
Vintners, which controls
J&B whisky and Smirnoff
vodka. 

Arnault took control of
the Moët Hennessy cham-
pagne and cognac group,
previously in the hands of
Franco-Irish horse-owning
gentry and a smattering of
French aristocrats, in 1987.
Now it is 66 per cent-owned
by LVMH, with Guinness
holding the remaining 34
per cent.

The two groups first
bought into each other in
1988, eventually taking reci-
procal 24 per cent stakes,
and at one point were
believed to be moving
towards a merger. But their
paths diverged as Arnault
focused on designer brands
and Guinness expanded its
brewing operations, buying
Spain’s Grupo Cruzcampo. 

The British group behind
the eponymous black stout
also became unhappy with
the managerial impotence of
its holding in Arnault’s cas-
cade of companies, and in
hes top 

YELO BLCK
1994 there was a realign-
ment of the group’s inter-
ests and a cash and equity
swap for the share in Moët
Hennessy. LVMH also
reduced its stake in
Guinness from 24 to 20 per
cent and now holds 14.2 per
cent of the British group.

Together the two compa-
nies have 17 joint distribu-
tion and marketing ventures
covering France, America
and Asia. According to
Goldman Sachs, these and
the distribution ventures of
GrandMet could be ratio-
nalised to give savings of
about £60 million ($100m)
a year. Annual savings of
£85m would be made from
absorbing Moët Hennessy in
its entirety into the new ven-
ture to add to the £175m
cost savings GrandMet and
Guinness say the deal offers. 

One analyst said: “It
makes phenomenally good
sense to fold Moët Hennessy
into GMG.” He believes
Arnault is already talking to
the board of GrandMet. “The
only stumbling block is the
price it will pay. Arnault is
haggling over how large a
slug of shares he will get in
the new entity to compli-
ment the stake he will con-
trol when his current hold-
ing of Guinness and
GrandMet shares is con-
verted,” he said. 

Goldman Sachs says
GrandMet can offer Arnault
up to about 13 per cent,
equivalent to the amount of
cost savings Moët Hennessy

Continued on page 20
of the la
EUROPE’s digital broadcast-
ing revolution moved for-
ward this week with the
award in Britain of the fran-
chise for the world’s first
terrestrial digital television
services. In Germany an
agreement between that
country’s two biggest media
companies to develop satel-
lite digital television was
also announced. 

On 23 June the Inde-
pendent Television Commis-
sion, the British TV regula-
tor, gave British Digital
Broadcasting (BDB), jointly
owned by Carlton Communi-
cations and Granada
Television, the licence to
launch 15 new digital chan-
nels from next July using
technology that lets existing
TV sets pick up the new pro-
grammes over existing aeri-
als but with the addition of a
set-top decoder. 

On the same day Ger-
many’s two biggest media
concerns, Kirch Group and
Bertelsmann, ended a pro-
longed power struggle by
announcing that they would
take equal joint ownership
in Premiere, the leading
German pay television chan-
nel, to develop a digital TV
product designed to attract
millions of new subscribers
to 150 satellite and cable
channels over the next
decade.

Both announcements gave
a welcome push to the
industry and the technology
that will eventually replace
traditional analogue televi-
sion transmission. 

The use of digital broad-
casting technologies allows
for up to ten times more
channels on the existing air-
wave space providing crystal
clear images and compact-
disc quality sound. Sub-
scribers in Britain will be
able to link up to the new
services via a set-top box
costing around £400 ($655)
– less if subsidised – rather
than a satellite dish.

While France has more
people watching digital tele-
vision than anyone else in
Europe – around 500,000 –
Britain has taken the lead in
the race to launch terrestrial
digital television.

“Digital satellite is a niche
market, whereas digital ter-
restrial is a mass market. It
will be driven by consumers
replacing their old
televisions with new ones,”
said Dermott Nolan, an
industry expert who is the
director of CDG media con-
sultancy in London. In
industrialised countries,
around ten per cent of tele-
visions sets are replaced
each year, creating a natural
growth ramp for digital ser-
vices, he added. Sweden,
Finland and possibly Ger-
many are also looking to
develop digital terrestrial
broadcasting in the near
future. France is waiting, for
now. 

The British TV regulator
awarded the licence to BDG
dder
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after forcing BSkyB, the UK
satellite television company,
to sell its 33 per cent stake
in the company for an esti-
mated $75 million, because
of fears that Sky would dom-
inate the digital market. Sky
is already planning to launch
up to 500 digital channels
via satellite. Rupert Murd-
och, whose News Corp is
BSkyB’s largest shareholder,
will still be a vital part of the
BDG terrestrial service
because Sky will remain the
consortium’s main premium
programme supplier.

Concern over competition
in the industry is likely to
dog regulators in domestic
capitals and Brussels over
the next few years as Eur-
ope’s media giants try to
control the new digital
media. “A lot of people are
entering the market and will
lose a lot of money. There
will be a big shake-out three
or four years from now and
the only way to survive will
be to merge” said Pierre-
Yves Gauthier, an analyst at
Credit Lyonnais Securities in
Paris. 

A desire to avoid bruising
competition forced an
accord between Bertels-
mann and Kirch. Under the
agreement, both will top up
their stakes to 50 percent in
Premiere by buying out
Canal Plus’ 37.5 per cent
holding, which is worth an
estimated Dm1 billion
($578m). Kirch – apparently
sobered by the poor perfor-
mance of its new digital
satellite service DF1, which
so far has only 40,000 sub-
scribers – would no longer
bar Premiere from accessing
the digital transmission
bands which Kirch controls.
Both sides also agreed that
Premiere, Germany’s most
successful pay TV channel
with 1.5 million subscribers,
will be supplied with films
out of Kirch’s extensive
library and with sport broad-
casting rights from CLT-Ufa,
a joint venture of Luxem-
bourg’s CLT and Bertels-
mann.

An agreement was also
reached on a joint digital TV
platform, the “set-top box”
decoder developed by Kirch
and Nokia, which had been
Kirch’s exclusive domain
but will now be opened to
third-party providers of pro-
grammes. The revamped,
digitalised Premiere would
expand to encompass more
than 50 channels, end cus-
tomer doubts about the via-
bility of digital TV and con-
fusion about which concept
was better – DF1’s or
Bertelsmann’s. Kirch could
pay to increase its stake in
Premier by swapping its 45 

Continued on page 20
enberg: ‘perfectly qualified’
ON 1 July Europe’s most senior banker
will become even more influential. Wim
Duisenberg, president of the Bank for
International Settlements and head of
De Nederlandsche Bank (DNB), takes
over from Alexandre Lamfalussy to
become chairman of the European
Monetary Institute, the forerunner to a
European central bank. He is almost
certain to head the bank, which will be
created next year and will launch the
euro, scheduled for 1999. 

For the past 15 years Duisenberg, 61,
has been an unshakeable watchdog at
the Dutch central bank. As his wild hair
has turned whiter and the grooves in
his face have grown deeper, his pleas
for wage restraint and budget discipline
have remained constant. Exasperated
by this persistence, Ruud Lubbers, the
former Dutch prime minister, has even
Barbara Smit
AMSTERDAM

hinted that Duisenberg may be suffer-
ing from chronic depression. He now
has a job that may deepen his mood. 

Most countries have differing views
of their ideal central bank. It will be up
to Duisenberg to reconcile these differ-
ences. He says that the European cen-
tral bank will be the most independent
in the world. It will be up to him to set
interest rates for countries in the euro
zone, and he is expected to take a hard
line on monetary policy. 

Critics say that he was not severely
tested at DNB, nor was he independent.
The Dutch guilder has been coupled to
the deutschmark since 1983. As the
Dutch joke goes, his independence only
ever lasted for five seconds – the time it
takes for decisions from the Bundes-
bank to appear on computer screens in
Amsterdam.

Not surprisingly, he has strong back-
ing for his new role from the Germans.
Bundesbank chairman Hans Tietmeyer
is among Duisenberg’s most fervent
admirers. “Duisenberg is perfectly qual-
ified because he staunchly supports
price stability,” says Tietmeyer.

The respect which Duisenberg com-
mands among his peers is partly due to
his longevity. As the longest standing
central banker in the industrialised
world and the president of the board of
the Bank for International Settlements,
the central bankers’ bank, he knows his
way around the international banking
scene. But Duisenberg also earned
admiration for the strength of the Dutch
guilder and his own consistent policies.

The Dutchman could not be
described as a passionate European.
His enthusiasm for the euro is prag-
matic. “Talk of a weak euro is non-
sense,” he says. Duisenberg argues that
the euro can only be strong if the cen-
tral bank pursues low inflation in a sin-
gle-minded and entirely independent
way. He regards as his foremost task
the necessity of inspiring confidence in
the single currency, and in himself.

He has had trouble in the past con-
vincing even his own family of his abil-
ity. When he was a boy his mother
affectionately called him “the slow one”
– an introverted child who spent most
of his time reading. But Duisenberg
rapidly climbed the financial ladder.
After a four-year stint at the
International Monetary Fund in
Washington, Duisenberg joined DNB in
1969. A year later he became an eco-
nomics lecturer in Amsterdam, then
joined the Socialist government of Joop
den Uyl in 1973 as finance minister for
four years. After two short terms as a
member of parliament and managing
director of Rabobank he became chair-
man of the Dutch central bank in 1982.

Critics say that Duisenberg’s rigour
disguises a lack of creativity. Others say
that he is lazy. He denies that he spends
more time on the golf course than
behind his desk, but admits he used to
work much harder as a finance minis-
ter. “As a banker you don’t have to
work very hard. If there is anyone who
can sit behind his plate of potatoes at
six o’clock every evening, that’s me,”
he told the feminist magazine Opzij.
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Grand old man
loosens his grip

The end is near: Enrico Cuccia has controlled Italy’s premier financial institution for more than 50 years

OLYMPIA
AST autumn, when every-
body agreed that he had
only days to live, the 90-
year-old chairman of

Mediobanca, Enrico Cuccia,
whispered to a close friend: “I
feel that my time is nearing.” 

The grand old man of Italian
banking has survived the winter,
but he is loosening his grip on
Italy’s premier financial institu-
tion, which he has controlled for
more than 50 years. As Cuccia
prepares to stand down, in-house
power struggles over his succes-
sion are coming to a head. 

Gerardo Braggiotti, one of
Mediobanca’s most senior direc-
tors, was squeezed out at the
weekend. Sources say that
Braggiotti was becoming restless
and was challenging fellow direc-
tor Vicenzo Maranghi. Maranghi,
a faithful Cuccia follower, has
been carrying out the daily run-
ning of the bank for some time.
Cuccia backed Maranghi in his
clash with Braggiotti, who was
forced to leave.

Milan-based Mediobanca is
one of the country’s most power-
ful institutions. The bank is
intensely secretive, and does not
allow outsiders beyond its iron
gates and courtyard. It may soon
be forced to change this policy,
as a number of contenders are
vying for the top job. Front run-
ners include Maranghi, Guido
Rossi, and even Cesare Romiti,
the 74-year-old head of Fiat. In
April he received a suspended
sentence for doctoring company
books to hide a political slush
fund. Romiti is appealing against
the sentence, and in Italian finan-
cial circles, this will not neces-
sarily rule him out of further
office. 

Rossi is one of the country’s
most successful and unconven-
tional businessmen. The son of a
porter, he is a graduate of
Harvard Law School and a 
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TV revo
rofessor of law. He is a former
hairman of Consob, the coun-
ry’s stock market regulator and
as the architect behind the res-
ue operation of the near-bank-
upt industrial group Ferfin-
ontedison in 1993. 
Rossi is now chairman of state-

wned Stet-Telecom Italia, which
e is attempting to push towards
n autumn privatisation; he is
lso behind an ambitious plan to
ake football team Inter Milan to
he stock market.

Behind the succession dispute
s the fear that the bank is losing
ts grip. Its backing for Banca
ommerciale Italiana’s bid for
ilan savings bank Cariplo was
ot enough to secure the deal.
ediobanca also failed to pull off
 merger between Holding di
artecipazioni Industriale, the

ndustrial group spun off from
roubled Gemina, the holding
ompany controlled by Medio-
anca, and family textiles group
arzotto. 
The breakdown of merger

alks was a milestone because for
he first time an Italian business-
an had the courage to shut the
oor in Mediobanca’s face. It
as also remarkable because
ietro Marzotto, the head of
arzotto, is an establishment 

igure who has always been close
o Cuccia.

Marzotto realised that while he
ould be chairman of the new
ompany, the real power would
e with Mediobanca. The bank’s
lans were to diversify a group
hat already consisted of such
isparate interests as publishing,

The battle to succeed
Cuccia at Mediobanca is

coming to a head, 
write Fabio Tamburini

and Ruth Sullivan
lution s
through RCS Editori, which owns
leading daily newspaper Cor-
riere della Sera, and Marzotto’s
textile and clothing activities.

Pietro Marzotto’s termination
of the deal would have been
unthinkable in the past, because
none of the big Italian industrial-
ists which make up the Medio-
banca elite circle would ever
have dared contradict Cuccia.

Another challenge to Medio-
banca was the privatisation of
one of Italy’s biggest banks,
Istituto San Paolo di Torino.
Mediobanca was kept away from
the privatisation of the Turin-
based bank. The task was given
to Guido Rossi. He is also a long-
time consultant to Cuccia, but is
at loggerheads with Maranghi.
He also has strong left-wing lean-
ings which are not shared by
Mediobanca. 

Rossi represents a crossroads
in the restructuring of Italy’s
economic power. He has the 
support of the secretary of the
Party of the Democratic Left,
Massimo D’Alema, who is the
driving force behind Prime
Minister Romano Prodi’s centre-
left coalition. 

He is also well-known for his
attacks on Italy’s industrial
dynasties which, through Medio-
banca, concentrate financial and
business power in a tight 
group. Rossi maintains that 
this practice is based on an 
outdated system of control. 
Many big family-run companies
have a pact between sharehold-
ers which protects them from
outsiders. This is Maranghi’s
style of doing business which,
according to Rossi, has been
swept away “by the market and
by globalisation”. 

Market insiders say that it is
Rossi, not Maranghi, who could
end up filling Cuccia’s shoes,
with Romiti’s challenge for the
top job seen as an outside bet.
A week in the life of the EU

Thursday 19 June to Wednesday 25 JunE

Action plan approved for allergy sufferers ... euro
guidelines published for company accountants ... 
Air Inter loses its challenge to Commission ruling

peeds up LVMH buys GrandMet
stock to spoil the party
BUSINESS

WEEK

The European

Business &

Economics

Business Editor: TIM CASTLE  
Economics Editor: THIERRY NAUDIN

200 Gray’s Inn Road, 
London WC1X 8NE, UK

Tel: +44 (0)171-418 7730  
Fax: +44 (0)171-713 1840

e-mail: businessdesk@the-european.com

FIVE senior managers of
Britain’s National West-
minster Bank have been
cleared by an inquiry into the
mispricing of interest rate
options which caused the
bank to incur a £77 million
($127m) loss. The managers
– Phil Wise, chief administra-
tive officer, Jean François
Nguyen, head of debt deriva-
tives, Christophe Lanson,
head of interest rate risk
management, Ian Gaskell,
head of swaps trading in
Europe, and Neil Dodgson,
global head of options –
were found to have failed to
adequately supervise Kyriaco
Papouis, the junior trader
alleged to have been respon-
sible, but not to have actively
colluded with him. The five
were suspended in March.

Privately owned US invest-
ment bank Oppenheimer &
Co is setting up a corporate
finance arm in Europe, aim-
ing to grab a share of busi-
ness from small technology
companies which want to
float their shares or merge.

Swiss-based luxury goods
group Vendôme ,  70 per
cent owned by Richemont
holding group, also based in
Switzerland, has bought
watchmakers Vacheron
Constantin and Panerai in a
spending spree valued at
Sfr283m ($189m). However,
at its Chloé fashion house it
has lost French designer Karl
Lagerfeld, who has been suc-
ceeded by Stella McCartney,
daughter of ex-Beatle Sir
Paul McCartney. Chairman
Joseph Kanoui said the loss
of the Lagerfeld trademark,
which the group has held for
five years, would not signifi-
cantly affect revenues.

British chemicals giant ICI
announced details of the pro-
posed £1 billion public offer-
ing of its 62.4 per cent stake
in ICI Australia; however, it
has not ruled out the possi-
bility of a sale to a single
buyer.

German construction ind-
ustry group, the ZDB
Association, said between
60,000 and 80,000 construc-
tion jobs could be cut this
year and around the same
number again in 1998. “We
are hoping for a better year
in 1998, but it will still not
be good,” said Fritz Eich-
bauer, president of the asso-
ciation. The group is sticking
by its forecast that construc-
tion spending will drop by
2.5 per cent this year.
Germany’s construction
industry has been burdened
by weak consumer demand
and efforts by the federal
government to introduce
hefty savings measures to
help slash its deficit.

American aviation giant
Boeing may offer to make a
crucial concession over jet-
order contracts to help clear
the way for EU anti-trust
approval for its $14bn mer-
ger with McDonnell Douglas.

American-based Tandem
Computers, whose Euro-
pean customers include the
stock exchanges in London,
Paris and Amsterdam, has
been bought by Compaq
Computer, also based in
America, in a deal worth
$3bn.

Campaigning London-
based lawyer Martyn Day
claims that the British
tobacco industry is facing
its hour of doom in an “apoc-
alypse now” scenario follow-
ing a historic $368bn settle-
ment in America between the
tobacco industry and anti-
tobacco lawyers. He reckons
that the 47 British lung can-
cer sufferers he is represent-
ing now have a chance of
successfully suing Gallaher
and Imperial Tobacco, the
nation’s biggest cigarette
makers. There are other,
separate cases pending in
Finland, France, Sweden,
Italy, Ireland and Scotland.

The Swiss Journal de
Genève, founded in 1826,
announced that it will cease
publication at the end of the
year and merge with Laus-
anne-based Le Nouveau
Quotidien, owned by media
giant Edipresse. The merger
brings the number of
Geneva-based daily newspa-
pers down to two; a decade
ago there were six.

Pilkington, the British
glass giant, is building a
£20m automotive glass
toughening plant at Sando-
mierz in southern Poland.
The plant, which will initially
employ 200 workers and
build up to 300, will be open
by next summer.
Continued from page 19
per cent holding in Italian
pay-TV channel, Telepiu,
with Canal Plus, giving the
French company full con-
trol over the Italian station.
Meanwhile DF1 has to 
wind up and have its 30 fre-
quencies transferred to
Premiere, allowing Kirch to
split his huge digital TV
running costs with Bertels-
mann, analysts said. While
many analysts agree there
will eventually be room for
one or possibly two big
players in each European
market, regulators in Brus-
sels and in the national cap-
itals will still want a say.
The German competition
authorities or Brussels are
expected to review the
Kirch-Bertelsmann deal.

In France, Canalsatellite,
the 45-programme digital
offshoot of Canal Plus, said
this week it now had
384,000 subscribers follow-
ing its launch in April last
year. A big plus was the
addition in March of the 18-
hour a day Disney Channel.

A rival bouquet, TPS, for
Television par Satellite,
which groups several pri-
vate and state-owned chan-
nels – TF1, France 2 and 3,
M6, a small but successful
channel for 20 to 30 year
olds, and Arte, the Franco-
German cultural channel –
has 150,000 subscribers
after six months’ operation.
It includes an up-market
Arab channel, ART. TPS
said this week it had revised
its year-end target to a
higher 300,000 subscribers.
A much smaller bouquet,
AB SAT, has just 15,000
subscribers. One advanced
feature in France is the use
of simulcrypt software
enabling Canal Plus sub-
scribers and those at AB
SAT to see each other’s pro-
grammes without having
two decoders.

Spain switched on to digi-
tal television in January
with the country’s first ser-
vice Canal Satelite. A sec-
ond digital TV grouping, Via
Digital, plans to start com-
peting in late September.
However digital television
in Spain has been marred
by a political row over who
should control the digital
airways. Canal Satelite com-
prises Prisa, the country’s
biggest publisher, in part-
nership with pay-TV chan-
nel Canal Plus of France
and Antena 3, Spain’s
biggest private TV channel. 

Via Digital’s main share-
holder is Spain’s dominant
phone operator, Telefónica,
chaired by Juan Villalonga,
a friend of Prime Minister
José María Aznar. Another
leading Via Digital share-
holder is state broadcaster
RTVE (Radio Television
Española), whose editorial
line favours the government
and whose soaring debt
load is borne by Spanish
taxpayers.

The government has cast
obstacles in Canal Satelite’s
path, attempting to ban its
Simulcrypt decoders on the
grounds that they fail to
meet EU technical norms.
Additional reporting by
John N Parry in Madrid
and Alan Tillier in Paris
Continued from page 19
will bring to the party, in
addition to the roughly ten
per cent stake he will hold.
It will be a climbdown from
the 40 per cent stake
Arnault originally said he
wanted. But he is playing “a
game of brinkmanship at
the highest level”, said an
analyst, and has shown in
the past that he can be flexi-
ble to achieve a greater
gain.

Arnault’s other option is
to force Guinness to sell
him its share in Moët
Hennessy. A clause in the
1994 agreement gives
LVMH, or indeed Guinness,
the right to buy out the
stake at a 15 per cent dis-
count in “the event that con-
trol of either party is
acquired by a material com-
petitor”. Arnault has applied
to the International Cham-
ber of Commerce in Paris to
appoint an independent
arbitrator to see if he can
invoke the clause. Guinness
says the deal is not a
takeover, and is confident
that the merged company
will be formally launched in
January.

But such a ruling would
leave Arnault with only a
short-term gain and “a
ramshackle distribution
arrangement of his own
with little chance of linkage
elsewhere”, said an analyst
in London. 

Arnault really wants to tie
Moët Hennessy to GMG and
concentrate on LVMH’s
higher-margin products
such as Louis Vuitton 
luggage, perfume, cosmet-
ics and fashion lines such as
Dior, Givenchy, Guerlain,
and Kenzo. 

Meanwhile, both the
European Commission and
Washington have said they
want to wait until October
to assess the competition
implications of the GMG
deal. This gives Arnault time
to reflect before the three
players call each other and
reveal their final hands.
EUROPEAN

COMMISSION

BRUSSELS
ON THURSDAY, the European
Commission approved an action
programme for pollution-rel-
ated diseases. The decision fol-
lowed a new study concluding
that one European in three suf-
fers from some form of allergy,
and that the situation is getting
worse – half of all Europeans are
predicted to be affected in the
near future. The programme,
which will have to be approved
by the Council of Ministers and
the European Parliament, is to
focus on reducing pollutants,
issuing health warnings and
helping sufferers.

On the same day, the Com-
mission approved the creation of
Targor, a joint venture between
Hoechst and BASF, the two
German chemical and pharma-
ceutical giants, for the produc-
tion of polypropylene.

Also, Sir Leon Brittan, the
trade commissioner, appealed to
EU governments to refrain from
banning fur imports. Sir Leon
argued that the international
agreement he had negotiated on
standards for animal leg-hold
traps would do more for animal
welfare that a fur ban. “Trappers
in the remotest corners of Sib-
eria and the Yukon are unlikely
to change their age-old ways
unless obliged to do so by their
own governments,” he said.

Meanwhile, Padraig Flynn,
the social affairs commissioner,
welcomed the results of the EU
summit in Amsterdam. The intro-
duction of a new chapter on
employment amounted to a “con-
crete acknowledgement that this
is a matter of common concern”,
Flynn said. However, the com-
missioner criticised the new
treaty article allowing the
Council of Ministers to ban dis-
crimination based on “sex,
racial or ethnic origin, religion
and belief, disability, age or sex-
ual orientation” as timid, saying
that it had no direct effect and
required an unanimous vote to
be applied.

On Friday, the Commission
published new guidelines to facil-
itate a “smooth and orderly
changeover to the use of the
euro” in company accounts. The
guidelines aim to help national
authorities to set accounting
standards and accountants
themselves to prepare for the
switch to the single currency.
They also confirm that the euro’s
introduction will not require any
additional accounting legislation
at EU level.

On the same day, the Commis-
sion gave Bank of America and
General Electric the green 
light for the joint take-over of
Cableuropa, a Spanish company
active in cable TV. The Commis-
sion raised no objections, as the
Spanish television market is wide
open to competition.

Furthermore, the Commission
adopted a proposal for a 
joint Council and Commission
decision to conclude a new
agreement between the EU and
the United States on transat-
lantic competition control. 

Santer: disappointed

If concluded, the so-called “posi-
tive comity agreement” would
allow the Commission to request
action from competition authori-
ties in Washington, should
American companies form car-
tels which negatively affect 
competition in Europe and vice-
versa. Merger control, however,
would not be affected. 

Meanwhile, Franz Fischler,
the farm commissioner, contin-
ued his campaign for a reform of
EU agricultural policy. In a
speech in Brussels, Fischler
argued that “increased produc-
tivity, market liberalisation, EU
enlargement and the need to
maintain and increase our role
on the international agricultural
market” all necessitated a change
in the Common Agricultural
Policy. Fischler said the EU
should gradually reduce support
prices for agricultural products,
and switch to a policy of direct
income subsidies for EU farmers.
The focus should be on farm
restructuring, diversification,
protection of the environment
and the improvement of infra-
structure.

On Monday, Jacques Santer,
the Commission president,
expressed his “frank disappoint-
ment” with the US refusal to
agree to quantified commitments
on the reduction of greenhouse
gas emissions at the G8 summit
in Denver. Santer, who attended
the G8 meeting along with the
acting EU Council president
Wim Kok, the Dutch Prime min-
ister, also echoed widespread
European irritation with the atti-
tude of the American hosts,
pointedly stating that he hoped
that “other partners’ increased
interest in African welfare
would soon be translated into
concrete support”. The EU was
“world leader on trade and devel-
opment aid to the continent”,
Santer said in Denver, respond-
ing to US calls for a fuller open-
ing of rich countries’ markets to
African products.

On the same day, the Com-
mission initiated an examination
procedure into a provision in the
US Copyright Act, which
exempts restaurants, bars and
shops from obtaining a licence
for the broadcast of music
through radio or television. The
Commission action follows a
complaint by the Irish Music
Rights Organisation, which has
argued that EU authors suffer
substantial losses because of the
exemption.

Also, the Commission decided
to continue its investigation into
the planned merger between
Guinness and Grand Metro-
politan . The merger would
result in the creation of the
world’s largest alcoholic drinks
company. 

The Commission has raised a
number of concerns regarding
the strength of the companies’
combined position in a number
of European markets, and the
large portfolio of leading drinks
brands which are to be brought
together.

Furthermore, Hans van den
Broek, the commissioner res-
ponsible for enlargement, re-
newed his warning that only
democratic countries with an
independent judiciary would be
taken into the EU. In a veiled
warning to Slovakia, the com-
missioner said other countries
“cannot and will not” be accep-
ted as members. 

On Wednesday, the Commis-
sion launched the “growth and
environment” pilot programme
with the support from the Euro-
pean Parliament. The pro-
gramme, in partnership with the
European Investment Fund (EIF)
will provide loan guarantees
ON THURSDAY, the European
Court of First Instance rejected a
challenge mounted by the
French airline Air Inter against
a Commission decision ordering
France to open up its domestic
air traffic market more fully to
competition. The Commission
ruling had been triggered by a
complaint from TAT European
Airlines. TAT had complained
about France’s refusal to let it
service the Paris-Marseille and
Paris-Toulouse routes from Orly
Airport, for which the French
government had given the
largely state-owned Air Inter a
monopoly. 

In defence of its case, Air Inter
argued it had not been given suf-
ficient opportunity by the Com-
mission to present its point of
view, and that it was providing
“services of general economic
interest” in France, which 
justified the maintenance of
monopolies to cross-subsidise
unprofitable routes. The Court
rejected both arguments as
unsubstantiated.

EUROPEAN

COUNCIL

EUROPEAN

COURT

LUXEMBOURG

Environment Council 
ON THURSDAY and Friday EU
environment ministers meeting
in Luxembourg reached agree-
ment on tough new targets for
reducing air pollution.
Ministers decided to set new

for investments producing signif-
icant environmental benefits.
The fund will allow the EIF to
offer, at its own risk, partial
guarantees for loans amounting
to Ecu1.8bn for small businesses
with up to 100 employees. It will
give priority to those with less
than 50 workers.
standards for car fuel and emis-
sions. The additional investment
burden on industry has been
estimated at Ecu60bn ($68bn).
Ministers agreed to set manda-
tory limits for the reduction of
sulphur and benzine contents in
petrol and diesel and even
tougher indicative targets for
2005, to be reviewed this year. 

Ministers, however, were
unable to reach a decision on EU
approval for new “humane stan-
dards” for animal traps, with the
Dutch council presidency decid-
ing to postpone the decision for
another council later this year.

THE WEEK

AHEAD

THURSDAY: EU foreign affairs
ministers meet in Luxembourg.
The agenda includes co-operation
agreements with Albania, Yemen
and Andorra. Meanwhile, the
European Parliament wraps up its
two-day mini-plenary session in
Brussels. On the same day, the
European Commission organises
a conference about “Fish and
Aquaculture Processing” in
Brussels.
FRIDAY: In Luxembourg, EU
membership candidates are being
briefed about the outcome of 
the EU summit meeting in
Amsterdam.
SATURDAY: Ritt Bjerregaard,
the environment commissioner,
visits Lithuania (to 1 July). 
SUNDAY: Joao de Deus
Pinheiro, the external relations
commissioner, visits Jamaica (to 
6 July). On Monday, Sir Leon
Brittan, the trade commissioner,
visits Hong Kong to attend the
handover ceremonies (to 1 July).  
TUESDAY: The Dutch EU presi-
dency ends. Luxembourg takes
over until 31 December.
WEDNESDAY: The Centre for
European Policy Studies in Brus-
sels organises a seminar on
“Undergoing Reform of the
CAP: the post-1999 Scenario”.

Thomas Klau
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Masters of
another
universe

Mikhail Friedman: ‘It is not that we are so smart,’ says the 33-year-old chairman of the Alfa Group, ‘but we understand the market and the mentality of the people’

Peter Aven: ‘As an economist I used to sleep. Now there is only time for work’

In a murky world, a group of
young entrepreneurs have

built one of the most dynamic
conglomerates in Russia, writes

Rupert Wright in MOSCOW

PICTURES: EDWARD OPP
HEN five students at the
Moscow Institute of Steel and
Alloys began importing com-
puters in 1987 at the request

of President Mikhail Gorbachev, they
thought it would be a summer job.
Today, ten years later, they run one of
the biggest financial and industrial
groups in Russia. Alfa Group owns the
largest commodities company in the
country, trading oil, sugar and tea; Alfa
Bank is one of the fastest growing pri-
vate banks and co-arranger of all the
country’s Eurobond issues; and they
have a cement company, a supermar-
ket chain, even an art auction house.
Together the group employs more than
5,000 people. 

The original founders still all work
together, but instead of meeting in the
institute’s canteen they now congre-
gate every Monday
evening in their offices.
The five colleagues
even share an apart-
ment block in the cen-
tre of Moscow. 

“We are still friends,”
laughs Mikhail Fried-
man, still only 33, the
chairman of the group.
“The reason we have
ended up all l iving
together is that the
group developed some
property, and we
decided to keep it. We don’t drop in on
each other after work, but we do some-
times take holidays together.”

Not that there is much time for holi-
days. In their opulent offices, which
were once home to Russia’s state
banks and which still have corridors
that lead directly to Vneshtorgbank,
the Russian trade bank, the phones
ring constantly. 

The other four entrepreneurs, Alexei
Kuzmichev, German Khan, Mikhail
Bezelyansky and Andrey Shelukhin,
run separate areas in the group. They
were joined in 1994 by Peter Aven.
Aven, who is president of Alfa Bank, is
a former minister of foreign economic
relations of the Russian Federation and
a close associate of Yegor Gaidar, the
former prime minister. The two men
advised Boris Yeltsin on the shock
therapy that transformed the economy
from communism to the free market.
Before that Aven was a professor of
economics. 

“In those days as an economist I
used to sleep,” says Aven. “Now there
is only time for work.” At 42 he is one
of the senior citizens of the company,
and he looks the epitome of an invest-
ment banker, with a blue suit, white
collar and Hermès tie, plus serious
glasses and a tan.

Friedman and Aven were members
of a group of businessmen and
financiers, dubbed the gang of seven
by the press, who spearheaded Boris
Yeltsin’s re-election as president. They
are now said to exert considerable
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influence over government policy. 
“The extent of our influence has

been exaggerated,” says Aven. “We
have a dialogue with the government,
and we helped Yeltsin get re-elected.
That’s all.” Friedman adds that they
value their freedom too much to get
involved in politics. “That’s why we
went into business,” he says. Aven says
he would never go back into politics.
“No, never,” he says. “I was lucky to be
there when it was a time of great

change. Now there is
no challenge.”

Unlike a number of
other entrepreneurs
who took advantage of
the break-up of the
Soviet Union to make a
lot of money and then
disappeared abroad,
the Alfa Group contin-
ues to thrive. The pair
insist that this is not
just because of their
links with government.
“We hold no govern-

ment accounts, unlike other banks,”
says Aven. “We are not dependent on
the government for business.” 

Friedman explains: “We have a
strategic vision, which may be different
from other Russian organisations.” He
is a charming man with a rumpled air,
as if he has passed the night sleeping
in a car, or under his desk. “Our inten-
tion from the outset was to run compa-
nies to international standards. That
means they must be transparent.” In a
country where most businesses run
double accounts to avoid the tax police
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and the mafia, this is a noble undertak-
ing. “In addition, we decided that we
would set up businesses that had the
potential to be big. So, for example, we
decided not to set up a company pro-
ducing ashtrays. But we want Alfa
Bank to be a universal bank, the
Citibank or Barclays of Russia, and we
want the supermarket chain to be its
Wal-Mart. Did you know that the own-
ers of Wal-Mart are among the 100
richest people in America?”

Friedman estimates that the group is
now worth between $300 million and
$400m, but that figure is likely to be in
the billions in the next five years. “It is
not that we are so smart,” says
Friedman. “But we understand the
market and the mentality of the people.
We also have good relations with west-
ern institutions, such as the Inter-
 roles in 

Strategy: Rolf Breuer intends

CYAN MAG
national Finance Corporation and the
European Bank for Reconstruction and
Development (EBRD).” It has also
hired top western bankers, such as
Alex Tyrteos, who was formerly at the
EBRD, to run its fund management
arm, and Anton Simon, who runs the
London office.

According to Stephen Timewell, edi-
tor of The Banker magazine, although
Alfa Bank has the reputa-
tion of being an asset-
grabbing Russian robber
baron, westerners like it.
“It is the 15th biggest
bank in Russia, but has
the most transparent
structure, and it is least
prone to biting off more
than it can chew.” 

Along with competitors
Menatep and Unexim-
bank, Alfa Group is one of
the leading financial and
industrial concerns in the
country. These groups use their clout
to secure control of large sectors of the
economy. 

“In Russia this is the method that is
working best at the moment,” says a
Russian banker who did not want to be
named. “This may change depending
on the developing tax laws, and how
well the control mechanisms work
within the group.” Some observers see
the concept of a conglomerate as a
wholly negative factor, and insist that
the group should concentrate on a
number of key areas. 

“We need to understand a little bet-
ter the relationship between the bank
and group,” says Pierre Mellinger, co-
director of financial institutions at the
European Bank for Reconstruction and
Development. “In Germany and Japan
financial and industrial groups were

‘It’s n
dang
be a b
Mosc
you n
be c
a whole 

 to withdraw Deutsche Bank main board m

YELO BLCK
efficient models during the countries’
reconstruction. But they may lead to
considerable risk because of banks’
leveraged exposure to industry.”

Aven disagrees. “While the different
companies are not connected, and we
are working hard to limit the bank’s
lending to other parts of the group to
20 per cent, it makes sense to have the
security of a larger group. For exam-

ple, during the
banking crisis in
August 1995 the
bank borrowed
$100m overnight
from the group to
make sure that we
did not miss any
payments, which is
more than can be
said for some other
banks,” he says.

Alfa Capital, the
group’s stock-
broking arm, is

planning to meet the demand for for-
eign investment by setting up four
funds in partnership with American
and European financial institutions. “It
is difficult to see how one could lose
money in Russian equities over the
next five years,” says Andrei Kossogov,
chairman of Alfa Capital.

Friedman’s talent, apart from his
acute awareness of how Russia is
developing, has been to hire top peo-
ple. He then allows them a free rein.
Each separate company is owned 75
per cent by Alfa Group, with the
remaining shareholding split among
the staff. “They are very good at dele-
gating,” says an employee. “And if you
do well you are rewarded handsomely.”
It is also said that the top management
is very receptive to good ideas.

Business and banking remain pre-
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carious occupations in Russia. Until
recently, being a Russian banker was
as dangerous as being a fighter pilot in
the First World War. The killings were
not all straightforward: one banker,
Ivan Kivelidi, had cadmium, a heavy
metal, inserted in his telephone, which
poisoned both him and his secretary.
But tight security and a careful lending
policy have diverted attention from the
financial sector. 

Nevertheless, violence still plays its
part in the settlement of business dis-
putes. In the past week there have
been two examples: Larisa Nechayeva,
director-general of soccer club
Moscow Spartak, was murdered in her
dacha, while a bomb exploded near
Vladimir Zavgorodny, deputy director
of Gazprom’s gas export subsidiary,
injuring his leg. “It’s no longer danger-
ous to be a banker in Moscow,” says
Aven. “But you need to be careful.”

The pair insist that while there is 
little time for relaxation, they occasion-
ally get a chance to escape from work.
“I drink vodka to relax,” says
Friedman. “Like all Russians.” 

Both Friedman and Aven agree that
the group’s focus will not change dra-
matically over the next five years. Then
they may decide to float part of the
group on the stock market, to allow
the core members to release some of
their equity. There will be a Eurobond
issue in July, which will be arranged by
Goldman Sachs, the American invest-
ment bank. The three-year deal is
expected to be worth around $100m. 

Analysts say that the Alfa Group is
the most dynamic company in Russia,
and the best conduit for investment 
in such a market. “I have spent my
whole career in emerging markets,”
says Alex Tyrteos. “Russia is another
universe.”
d game
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FAFFEN BACH
JURGEN Sarrazin is a
busy man. Apart from his
main job as chairman of
Dresdner Bank, the 61-
year-old banker holds nine
supervisory board posi-
tions at mostly blue-chip
companies, including
Hoechst, Mannesmann,
Banque Nationale de Paris
and Nestlé. 

Other less senior ban-
kers hold even more posts.
Under Germany’s two-tier
corporate governance sys-
tem the supervisory board
represents the sharehold-
ers and employees, while
the management board
runs the company. 

A seat on a supervisory
board confers prestige,
but it also requires a level
of commitment that can-
not always be met.
Legislation making its way
through Bonn could
change this – a draft bill
due to enter the Bunde-
stag in September would
reduce the number of
supervisory board seats at
most companies from 20
to a maximum of 12.

This sensible measure
would not only speed up
decision-making, but
would also lighten these
executives’ workloads. “It
is positive that German
managers will have fewer
supervisory board posts.
They have had far too
many to govern effec-
tively,” says Thomas May-
er, a director of American
investment bank Goldman
Sachs in Frankfurt.

One case in point is
Deutsche Bank, whose
main board members sit
on supervisory boards at
around 70 firms and on
many other wholly owned
subsidiaries – a sprawling
network without equal in
corporate Germany. In
recent years, these duties
have linked its managers
to some spectacular finan-
cial disasters – including
Bremer Vulkan, Metall-
gesellschaft and Klöckner-
Humboldt-Deutz – which
deeply embarrassed Eur-
ope’s largest commercial
bank.

Rolf Breuer, Deutsche
Bank’s new chairman
(who holds six supervisory
seats), intends gradually
to withdraw colleagues
from the top spots on
these boards. A spokes-
man says this is “to cut
down on the work load,
but also because Deutsche

Bank doesn’t want to con-
duct industrial policy”. 

In fact, a general curtail-
ment has quietly been
under way for some time;
the number of Deutsche
Bank supervisory posts
has dropped by around ten
per cent in the past three
years. Many of the major
German banks, with the
apparent exception of
Dresdner Bank, have been
encouraging their execu-

Sarrazin: workload
tives to concentrate on
their main duties as mar-
gins in German retail
banking continue to
shrink. 

Clearly a general slim-
down of German supervi-
sory boards fits neatly
into these plans. But it
will also displace many
union representatives
from these committees
against their will and
promises to reduce union
influence.

The German corporate
“co-determination” law of
1976 guarantees unions
equal representation on
the supervisory boards of
most listed companies.
Similar pro-labour mea-
sures are in place in some
other European countries,
including France and Italy.
The practice differs
markedly from America,
Britain and Switzerland,
where firms typically com-
bine management and
supervisory duties in
smaller entities, usually
without direct employee
representation. 

Not surprisingly, many
German managers would
welcome the chance to
trim some fat from their
advisory boards which,
through tradition or cor-
porate statutes, have
become peppered with
political appointments
from both unions and
management.

“A lot of supervisory
board members of top
listed companies are
appointed along the
chummy lines of ‘if I
appoint you to mine, you’ll
appoint me to yours’,”
says Anneliese Hieke, a
director of the German
small shareholders’ associ-
ation, SdK. 

By the early 1990s, the
managers of Germany’s
seven biggest companies
held seats on more than
400 corporate advisory
bodies, says Hans-Martin
Bury, a Social Democrat
member of parliament and
author of a book, The
Banking Cartel, published
last year. Many of these
seat-holders are little
more than glorified func-
tionaries, taking very little
time to prepare for the
next supervisory board
meeting – or for con-
frontations with angry
shareholders.

But union leaders criti-
cise the bill, which will
confer double voting
rights on the chairmen of
these boards, effectively
removing the parity princi-
ple by giving management
the edge in decisions
which would otherwise be
deadlocked. Karin Benz-
Overhage, a board member
at German engineering
union IG Metall, also
claims that the proposal
“does not support its the-
sis that smaller supervi-
sory boards work more
effectively”. It is also pos-
sible, however, that she
fears some union col-
leagues will lose well-paid
supervisory jobs. Otto von
Lambsdorff, the honorary
chairman of the Free
Democrats, the junior
partner in Chancellor
Helmut Kohl’s tripartite
coalition, accuses IG Met-
all of being more con-
cerned about remittances
to the Hans-Böckler-Stif-
tung – the union founda-
tion which claims a large
chunk of its supervisory
board members’ salaries –
than about effective cor-
porate governance.

Yet the measure, if it
becomes law next year as
expected, may amount to
a much less significant
reform than had been
hoped. Thanks to objec-
tions by Norbert Blüm, the
federal labour minister,
the draft foresees that
companies with more than
10,000 employees – that
is, all members of the 30-
share Frankfurt stock
exchange DAX index and
numerous other large
firms – can retain supervi-
sory boards with up to 20
members. Moreover, coal
and steel producers such
as Thyssen or Krupp-
Hoesch will be excluded
from the new rule, thanks
to a 1951 industry law.

The bill “offers a big
back door to companies
who want to avoid
change,” says Anneliese
Hieke of the small share-
holders’ association.

The bill also foresees a
comfortably long grace
period – four years – for
companies to shrink their
supervisory boards. There
is no guarantee, either,
that leaner monitoring
bodies will reduce the risk
of corporate fiascos, as
the legislation does not
include a comprehensive
list of management deci-
sions which require the
approval of supervisory
boards. 

This lack mirrors a per-
ceived flaw in, say, British
corporate governance.
“Britain’s non-executive
directors are not always
able to prevent failures,”
says David Marsh, a Euro-
pean investment strategist
at Robert Fleming in
London. “You only need 
to look at the Maxwell 
or Bank of Credit and
Commerce International
affairs to realise that.”
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Brown’s tax pledge threatened
by need to balance the books

Britain’s new government is discovering that a
pre-election promise of no personal tax rises for
two years is all very well; sticking to it is not so
easy, writes Economics Editor Thierry Naudin
N OLD ritual is being played out
in Britain, one that others in
Europe are familiar with: a new
government takes over, and very

soon realises that the country’s
accounts are worse than they were
portrayed to be.

In France in 1995 the shortfall was
enough to force the president, Jacques
Chirac, barely five months into his new
job, to make budgetary tightening
instead of the fight against unemploy-
ment his top priority. The abrupt turn-
around was a major factor behind the
Socialists’ return to power in last
month’s snap election. It remains to be
seen whether the audit of public
finances due to be completed by 21
July will force Lionel Jospin’s govern-
ment to reshuffle their own priorities
by the time they deliver their first bud-
get in the autumn.

In Spain it took more than a year for
José María Aznar, the conservative
prime minister, to uncover a $1.4 bil-
lion hole in the books after 13 years of
Socialist rule. But given Spain’s eco-
nomic vigour, the consequences do not
need to be as dramatic as in France’s
sluggish business environment; Madrid
is still on course to meet the fiscal
criteria for monetary union. 

In Britain the over-optimistic projec-
tions of the previous government
emphasise the delicate choice the new
chancellor of the exchequer, Gordon
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Brown, faces as he prepares to deliver
on 2 July the country’s first Labour
budget in 18 years.

Britain’s economic conditions have
hardly changed since the general elec-
tion in early last month. Now into its
fifth consecutive year of non-inflation-
ary growth, the country has reached
the stage most European governments
are still pining for, with domestic con-
sumption largely substituting for
export demand as the principal engine
of growth.     

This is partly thanks to a well-engi-
neered pre-election boom in the hous-
ing market. Another factor is the deci-
sion by several building societies and
insurance companies to change from
mutual to publicly owned institutions,
providing £33.6bn ($55bn) in payouts
to millions of customers. In the first
quarter household consumption grew
3.5 per cent over the previous year.
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hardline approach is
being taken for the 
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Bubble trouble: Peter Shirreffs
New car registrations in the first four
months were 4.5 per cent higher than
in the same period last year. Retail
sales for the past three months rose
4.9 per cent over a year earlier. 

Such a consumer revival has not
been seen since the summer of 1988,
the difference being that so far it has
remained non-inflationary.  A strong
currency and product market competi-
tion combine to keep prices under
pressure. And so does the “can’t pay,
won’t pay” attitude which the British
 alliances would
fit everybody –
 the customers,
 Hilary Clarke
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consumer seems to stick to through
good times and bad. Last but not least,
declining unemployment fails to trans-
late into higher wage claims. 

Still, with inflation spot on the gov-
ernment’s 2.5 per cent target, the new
administration needs to slow down the
pace of the British economy. This was
obvious even before it appeared that
the projections in the previous
Conservative government’s last budget
were over-optimistic. These assumed
that trend growth for the country’s
 feel u
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gross domestic product (GDP) would
be 2.5 per cent a year on an inflation-
adjusted basis. On 19 June the Teasury
accepted the verdict from the National
Audit Office that the rate would more
likely be 2.25 per cent, which con-
forms with historic experience. 

Modest as they are, the practical
implications of the office’s findings
sharpen the horns of Brown’s budget
dilemma. Slower trend growth means
that the British economy is closer than
previously thought to the point where
inflation re-emerges in a serious way.
As for the £500 million increase in the
British deficit caused by slower
growth, it calls for even less fiscal
complacency than Brown had bar-
gained for when he promised that
Labour would stick to his Conservative
predecessor’s overall expenditure tar-
gets without raising income tax.

Brown’s problem is made even
rge to m

ive,
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Soft side: Corinne Bouygues
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sharper by his early decision to allow
the Bank of England to set interest
rates. If the Treasury fails to tighten its
act, then the bank will tighten its own.
Something has to give: either personal
taxes must rise or the cost of credit
must be increased. The problem for
Brown is that with higher income taxes
he would break more than the back of
the incipient consumer boom. He
would also break his pre-election
promise to keep personal taxation
unchanged.

If Brown does nothing, interest rates
will rise, including mortgages for mil-
lions of home-owners. Higher rates
would boost sterling on the currency
markets, making life more difficult for
British exporters. In fact, what the
Labour government faces on 2 July is
a delicate balancing act. Private con-
sumption needs to cool down, though
not to the point where it will discour-
age British industry to postpone the
long overdue modernisation of plant
and equipment that will maintain com-
petitiveness. Continued growth is also
required if plans to create 250,000
jobs for the young are to get off the
ground. And at 3.1 per cent of GDP,
Britain’s budget deficit is far too high.
Enviable as Britain’s economic perfor-
mance is for many of her European
partners, the time has come for her
new government to make sure that it
lasts.
erge

N SPAIN it is tempting to
leave even the easiest deci-
sion until tomorrow. Diffi-
cult decisions normally take

longer. After nearly ten years
of relative inactivity the coun-
try’s stock market regulator
has surprised everyone by
clamping down on insider deal-
ing and getting tough with
offenders. 

It fined Endesa, Spain’s
largest electric utility, for sup-
plying misleading information,
and the country’s second
biggest bank, Banco Bilbao
Vizcaya (BBV), for violating
stock market regulations. 

The penalties imposed by the
Comision Nacional del Mer-
cado de Valores, the stock mar-
ket commission, have sent
companies and financial insti-
tutions scurrying to set their
own houses in order. 

“BBV was given a hefty fine
and it was the first imposed on
a major Spanish financial insti-
tution,” says Arturo Rojas, an
analyst at Analistas Financieros
Internacionales in Madrid. “It
comes as a warning to other
major banks who have their
directors sitting on company
boards and also trade on a
massive scale in shares on the
Spanish stock market. The
stock commission has at last
shown it is serious by forcing
these financial institutions to
put up Chinese walls [the
notional barriers preventing
bankers working on corporate
deals from passing information
to brokers].”

Insider dealing was common
practice in Spain during most
of the 1980s. Even after the
commission was set up, finan-
cial institutions were slow to
react. “The commission was
not even sure of its power,”
says a Spanish banker, who
wished to remain anonymous.
“Nobody had regulated the
markets in Spain before.”

One of the reasons behind
the commission’s hardline
approach is the appointment of
Juan Fernandez Armesto. He
became chairman last October,
replacing Luis Carlos Croissier,
who had run the commission
since its inception. These fines
make it clear that Fernandez
Armesto will insist that every
legal requirement is fulfilled.
“Fernandez Armesto is a very

I

good lawyer, who worked at
Uria & Menendez for 20 years,”
says the source. 

The commission fined BBV
Pts85 million ($585,000). The
bank bought options in shares
in Sevillana de Electricidad, a
Spanish electric utility, when it
learnt that Endesa was plan-
ning to increase its stake in the
company. According to the
commission, BBV directors,
who also sit on the board of
Sevillana, used their privileged
position to make a profit of
Pts35m. The Ley del Mercado
de Valores obliges banks to
have internal control systems
to stop the transmitting of
information within different
departments. However, in prac-
tice very few banks have such
procedures in place. The com-
mission also ruled that BBV
will be prohibited from buying
shares through independent
intermediaries for a year,
unless it first informs the com-
mission. BBV sold the shares in
Sevillana at the beginning of
last October. In its defence
BBV said that it had acted in
accordance with the laws.
According to a bank spokes-
man, BBV is at an advanced
stage in revising its codes of
conduct and internal rules.

In a separate move, Endesa,
Spain’s largest electric utility,
was fined Pts300m. The com-
mission claims that Endesa
insisted it had no plans to buy
shares in either Union Fenosa
and Sevillana, contrary to press
reports. But the utility had
already taken the decision to
bid. Endesa denies that its
information was misleading. All
three electricity utilities are
listed on the Ibex 35 index of
the top 35 Spanish stocks
traded on the Madrid stock
exchange. The commission’s
investigation prompted the
early retirement of Feliciano
Fuster, Endesa’s former chair-
man, last February. Spanish
institutions are learning fast
that they must play by the
rules, or pay the consequences. 
HE BELGIAN financial
world is once again awash
with rumours of mergers
and alliances, fuelling spec-

ulation that the long-awaited
grande banque belge is at last
about to materialise – even if it
looks more like a grande
banque benelux. 

Earlier this month the co-oper-
ative Rabobank, the Nether-
lands’ second-ranked bank in
terms of assets, said it was in
discussions with the Flemish
commercial lender Kredietbank
and the privately owned savings
bank CERA to form an alliance in
international operations. 

The announcement follows a
flurry of rumours in the Belgian
press earlier this year that the
country’s top two banks,
Générale de Banque and Banque
Brussels Lambert (BBL), were in
alliance talks. 

The chief factor behind the
renewed interest in courtships is
the scheduled adoption of the
euro in January 1999. The single
currency would make it easier
for the major players in EU
banking to set up shop abroad,
increasing competition for the
banks in small countries such as
Belgium. 

Belgian banks are also
expected to lose a large chunk of
their earnings because of the
loss of much of their foreign
exchange business. This is a 
particular problem in Belgium
given the country’s heavy depen-
dence on foreign trade, most of
it with other EU countries.

There have been two cross-
border alliances in the banking
sector in Europe before, both of
them involving Belgium. In 1990
Amev of the Netherlands and AG
of Belgium linked to form the
insurance and banking joint ven-
ture Fortis. Two years ago Crédit
Local de France and Crédit
Communal de Belgique joined
together to launch the holding
company Dexia. 

Because there is as yet no
legal structure establishing a lim-
ited liability company on a pan-
European scale, alliances are the
only way for companies to link
operations without merging the
parent companies. 

At present the deal between
Kredietbank, Rabobank and
CERA does not look likely to
become a full alliance. It will
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probably be closer to the pact
formed in the early 1990s
between Banque Nationale de
Paris and Germany’s Dresdner
Bank, which have been operating
a joint venture in eastern Europe
since the fall of communism, and
which more recently joined
forces in Latin America. The 
two banks are also pursuing a
project to merge their Spanish
operations.

Opinions are also divided over
the likelihood of a fully fledged
merger between Générale de
Banque and BBL. “Even if the
two biggest banks in the country
do merge, that wouldn’t resolve
the problem. Even together they
are still very small in the Euro-
pean banking league,” said a
senior BBL source. In terms of
assets, Générale de Banque is
ranked 33rd and BBL 53rd
among continental European
banks. 

However Didier Valet, banking
analyst with Dresdner Kleinwort
Benson in Paris, believes that a
merger is probably inevitable.
“If they don’t merge now it will
be very difficult for them,” he
says. 

Indeed, Générale de Banque
has been saying for several years
that it wants to become a supra-
regional retail bank with an
empire that extends to a 400km
radius around the Belgian capi-
tal. “There is no doubt that it will
happen, but I would not like to
put a time on it,” says Quentin
Quarterman, another analyst
with Dresdner Kleinwort Benson.

NE factor favouring a
merger is the willingness
of some of BBL’s main
shareholders to sell their

stakes in the bank. Groupe
Bruxelles Lambert, the Belgian
holding company, is believed to
want to sell its 12 per cent stake
as part of the group’s drive to
sell its financial interests and
concentrate on its media busi-
ness. Crédit Communal de
Belgique is also a possible seller
of its 12 per cent share. 

However, Générale de Banque
is unlikely to want the Dutch
bank ING, BBL’s largest single
shareholder with a 20 per cent
stake, to have a seat on its
board, and may insist that any
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merger talks take place without
its Dutch rival. 

Another likely obstacle to a
link between Générale de
Banque and BBL is, ironically,
one of the main reasons that
such a fusion would make sense
– cost-cutting. “The benefits of a
merger with BBL are obvious.
Over time, we would basically
have twice the balance sheet
with half the cost,” said Ferd-
inand Chaffart, the chief execu-
tive of Générale de Banque, in a
recent interview. 

However, the uproar caused in
Belgium by the French car
maker Renault’s plans to shut its
factory in the Flemish town of
Vilvoorde, with the loss of 3,000
jobs, means that any heavy job
reduction plans in the important
banking sector are likely to be
strenuously resisted both by
unions and the government. One
way round this problem would be
to shed the jobs gradually, as
indeed Belgian banks have been
doing since the late 1980s.

The emergence of a single big
Belgian bank would, in the end,
help all the country’s banks. 
“It would benefit the whole sec-
tor because a merged bank
would be bigger but less aggres-
sive,” says Valet. 

One thing is certain – any
announcement from BBL and
Générale de Banque would put
almost unbearable pressure on
Kredietbank to find its own allies
quickly.

The only loser if Belgian banks
do merge is likely to be the
Belgian retail banking customer,
who has traditionally been spoilt
by high levels of service as the
smaller banks compete fiercely
for custom in the tiny Belgian
market. 
DANIEL Filipacchi is very shy for a
press tycoon. He hides behind dark
glasses and prefers buying and selling
rare art books to reading some of his
French group’s magazines devoted to
the naked female form. Last week he
handed over the presidential reins at
the Filipacchi Médias magazine group.
Filipacchi started as a photographer
during the height of popularity for its
flagship photographic news weekly
Paris Match. Later he launched a
rock magazine, Salut les Copains,
and with an accompanying radio pro-
gramme, made himself a dollar mil-
lionaire. In 1981 he joined Jean-Luc
Lagardère to buy publishing house
Hachette; Filipacchi, 69, will live in
New York looking after the US arm of
the newly named group, Hachette
Filipacchi Médias, with titles which
include Elle USA and George.
Filipacchi’s successor is Gerald de
Roquemaurel, 51.

THE Franco-German axis has
shown it intends to keep control
over the important European insti-
tutions with the appointment last
week of René Barberye as presi-
dent of the European Savings
Banks Group. Barberye, 58, chair-
man of the French savings banks
federation, Caisse Centrale des
Caisses d’Epargne, succeeds his

Big Apple eats up
naked ambition
German counterpart, Horst
Köhler. Köhler was a former aide
to Helmut Kohl, and one of the
architects of European monetary
union convergence criteria.
Colleagues say Barberye is of
quite a different mould though.
Whereas Köhler was a political
theorist, Barberye is a banker’s
man, free from political alliances.
He hates langue de bois, the for-
mal waffle of ceremonial meet-
ings, being a pragmatic Parisian;
just the man to bring savings
banks from 21 countries together
to form one banking system.

ANDREAS Hacker, a 41-year-old
Austrian, started his career at
McDonald’s cooking french fries. This
month he becomes the first non-
American to move on to the board of
the fast food group. Hacker, who has
German citizenship, will take over as
corporate vice-president. He is the
former head of McDonald’s in central
Europe and Austria and worked part-
time at the first Austrian outlet in
Vienna 20  years ago.

ROADSHOWS are hard work and
jumping into a hot bath is often
the only way to relax after a day
of wooing prospective investors.
But Peter Shirreffs, head of off-
shore banking at Royal Bank of
Scotland International, in Dubai
to drum up interest in the Scottish
bank’s offshore accounts, felt far
from relaxed after hopping into
his whirlpool bath in the presiden-
tial suite of his swish hotel. After
pouring in half a bottle of bubble
bath Shirreffs settled back to ease
his weary limbs but found himself
immersed in bubbles. He managed
to find the off-switch only when
the bathroom was waist-high in
bubbles and then had to spend
ages clearing up the mess. 

JOSE Ignacio López de Arriortúa,
nicknamed Superlópez for his sweep-
ing cost cutting in the car industry,
has been given the call from
Retevisión. Directors of the 
Madrid-based phone company, shortly
to become Spain’s second basic
operator, met the former Volkswagen
and General Motors executive at a
board meeting in Segovia, central
Spain, last week for advice on
reducing suppliers’ costs. López, who
resigned from Volkswagen after a 
highly public row over alleged
industrial espionage, has an impres-
sive track record of slimming car
manufacturers’ budgets. Before leav-
ing GM to become VW’s vice-presi-
dent and purchasing manager, López
saved the North American manufac-
turer Pts240bn ($1.7bn) by paring
back the costs of components.

DAANNEVIK Nygaard, a farmer
from the small Swedish town of
Halmstad, has found that when it
comes to EU agri-regulations,
going straight isn’t enough. Two
years ago, Swedish farming
bureaucrats ruled Nygaard’s
cucumbers were too curved to be
class 1 vegetables. It cost the
grower dearly. Class 2 cucumbers
in Sweden command only 80 per
cent of the price of their less bent
fellows. And last week Nygaard
received another jolt from the
rulemakers when 800 kilos of this
year’s cucumber crop were placed
in class 2. Why? Because they are
too straight, Nygaard claims.
“Most people think all my cucum-
bers taste the same,” he says.

CORINNE Bouygues, the financial
brains at TFI, France’s largest
television channel, was seen dancing
in the marble halls of its offices by the
Seine during working hours the other
day. She had not taken leave of her
senses. The daughter of the late
construction tycoon Françis
Bouygues, who bought TFI, was
inventing a dance, which she dubbed
“sensual and animal”, to go with a
tropical love song, Alané. Bouygues,
who brought in Ffr7.5 billion ($1.3bn)
in advertising revenue at TFI last year,
heads TFI’s record subsidiary Une
Musique, which will promote Alané
this summer. Bouygues swayed to the
music along with Mya Frye, a black
American dancer, who launched the
phenomenal dance, Macarena, last
summer. Macarena wasn’t a
Bouygues production which means
she was determined to sign Frye this
time round. Already Alané has topped
the French charts. And it gave
Bouygues, one of the cleverest and 
toughest negotiators in French TV, a
chance to reveal a soft side. “Learning
the steps to the Alané is much more a
sign of one’s love for someone than
sending a few hot letters,” she was
heard to say. 

AUSTRIAN building magnate
Robert Rogner faces bankruptcy
after going Sch300 million ($30m)
into the red to build a spa town
designed by the country’s most
famous living architect, Frieden-
sreich Hundertwasser. Rogner,
renowned for his humanitarian
streak and daring projects and
building schemes in countries such
as the former Soviet Union,
started his working life as a 
bricklayer. But the company 
he built into a 1,200-strong
workforce may tumble if a
proposed aid package by the Giro-
Credit Bank and the Styrian
regional government fails to work
out.
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Ilyushin plays safe as
jumbo awaits clearance

The plane maker is
improving technical

standards in an effort
to sell to the West,

writes Ian Verchère

Pride of Russian aerospace: the IL-96T cargo jumbo was a hit at the Paris Air Show, but the plane is still awaiting certification from the all-powerful FAA

Italian energy
giant steps
on the gas

Its home monopoly
threatened, Eni is
expanding into the

Mediterranean basin,
writes Ruth Sullivan

TOM STOCKILL
HMED Alaa Yousef is
dreaming of the
moment when he will
be able to see his fam-

ily every day instead of
every other week.

Yousef, 42, an Egyptian
gas plant production man-
ager who has been in the
business for 16 years, runs
two unmanned gas plat-
forms in the Nile Delta from
the onshore gas plant of
Port Fouad, and works one
week on, one off for Petro-
bel, an oil and gas explo-
ration firm jointly owned by
the Egyptian state and Agip,
the production subsidiary of
Italian energy giant Eni. His
family live near the Giza
pyramids in Cairo.

Speaking in front of banks
of computer screens at the
company’s control
centre, Yousef says: “I
will try to move my
wife and my two sons
nearby.”

Yousef is not the
only one making
plans in the Nile
Delta. Eni, the world’s
seventh-largest oil
and gas company,
hopes to transform its
gas activity in Egypt
from being a domes-
tic provider to becom-
ing a major supplier
for countries in the
Mediterranean basin,
where gas demand is
growing by four per
cent a year.

It may not be just a
pipe dream. Egypt is
an important gas pro-
duction area; last year
Eni discovered nat-
ural gas in 17 wells in
the Nile Delta. New
reserves are coming
on stream, and oil and
gas production to-
gether contribute
eight per cent of the
group’s overall rev-
enue. Like other oil
majors, it is looking for
more gas as more countries
switch from the traditional
use of oil to cheaper and
greener natural gas. In
Europe, Eni is already the
second-largest gas company
in a $100 billion a year gas
market. This weekend the
final price will be set for a
third 12.5 per cent tranche
of shares in the company, in
a sell-off which will leave the
Italian state with a 56.5 per
cent holding.

Other energy giants such
as France’s Total are likely
competitors in the region,
but Agip, Eni’s oil and gas
exploration and production
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ubsidiary, has a head start
nd has forged good rela-
ions with Egypt and other
rab countries. Eni wants to
ind export markets for its
gyptian gas reserves, and
ipe it to Israel, Jordan,
yria and to Turkey.
But in the Middle East

ontracts often shift ground
vernight. Last November
gypt’s planned Peace
ipeline project with Israel
as suspended because of
rab and Israeli differences.

ow Eni is considering sev-
ral alternative routes,

ncluding a direct underwa-
er gas line to Turkey.

Other new projects Eni is
lanning include a gas
ipeline running from Libya
o Italy. In the next few
onths, the company will

omplete the extension of
ts existing gas line from
lgeria through Tunisia to

taly where supply will be
oubled to 24 billion cubic
etres.
Analysts say that Eni has

oth the know-how and
eady capital to meet
hallenges such as the
editerranean basin project.

rnabe: Eni’s managing director
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The company maintains an
integrated gas business,
spanning production, trans-
mission and distribution
which gives it a clear advan-
tage over competitors.
Getting the gas to the final
customer, through its oper-
ating subsidiary Snam,
means getting to where the
money is.

John Stewart, an energy
analyst at Milan-based secu-
rities house Centro Sim,
says that Eni’s next step to
get ahead in the gas stakes
“must be to export its inte-
grated gas model abroad”.

To date Eni has been criti-
cised for being too depen-
dent on its domestic Italian
market, where it has a privi-
leged 95 per cent gas
monopoly, and where it

earns its biggest
profit. Eventually the
company will have to
cope with a future
liberalisation of
Europe’s gas market,
which would sweep
away Eni’s domestic
monopoly. Now Eni
plans to widen its per-
spective. The com-
pany says it will
invest L36,000bn
($21bn) in the next
three years, with over
40 per cent ear-
marked for interna-
tional projects.

Franco Bernabe, the
Eni managing direc-
tor, is promising to
make L100bn of cost
savings by 2000,
which includes merg-
ing Agip with Eni and
cutting back on
administrative over-
heads and middle
management in both
companies. The
merger will cut across
the group’s sprawling
structure, and bring
Agip under Bernabe’s
direct management.

It remains uncertain
whether the Italian state
intends to drop its stake in
Eni to a minority holding in
the future. When tackled on
the government retaining a
majority stake, Bernabe
refuses to comment, but
sources close to the com-
pany say that he would like
to see a real privatisation of
the group.

Analysts are positive
about buying Eni. “We think
that its share price is still
pretty cheap and that 
Eni can expect a reasonably
good future ahead,” said an
oil analyst from a London-
based British broker.
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THERE was a broad smile
on Viacheslav Terentyev’s
face at last week’s Paris Air
Show. Overhead, the pride
of Russian aerospace, the
long-haul Ilyushin IL-96T
jumbo jet, was rolling its
massive wings from port to
starboard in an elegant dis-
play of low-speed flying. Not
only did she look good,
reflected Ilyushin’s first
deputy general designer,
but, unlike most Russian
jets, she sounded very quiet.

As a key member of the
IL-96’s design team, how-
ever, Terentyev also knows
that impressing a French air
show crowd and finding
western buyers for Russian
jets are two very different
propositions. Faced with
widespread prejudice
against the safety standards
of the old Soviet aviation
system, Russian and Ukrain-
ian aircraft makers still face
an uphill struggle in their
efforts to sell planes to west-
ern airlines. 

Adapting aircraft such as
the IL-96 to the levels of
economic and technical effi-
ciency demanded by western
operators is an important
part of that strategy. Equally
Econom

Comment
IN AN implicit warning to the
French government, Jean-C
Trichet, governor of the Ba
de France, said: “It is essent
control spending and reduce p
deficits, both in 1997 and i
medium-term.” 

Belgium’s deputy prime m
ter, Herman Van Rompuy, 
“The time for big belt-tighten
over. Belgium will no doubt 
the Maastricht criteria for mon
union, but it is too early for 
scale reductions in fiscal and 
burdens.” 

Carlo Azeglio Ciampi, It
Treasury minister, said that d
ing the choice of early EMU p
pants from spring to autumn 
for technical reasons “would n
a problem”. But “starting a d
about a delay would be the 
possible message to the fina
markets. Italy has a special in
in a launch on the scheduled 
he added. In the event of a d
“the positive trend displaye
interest rates would be dam
and our efforts at creati
sounder economy would be 
all the more difficult”. 

Italy’s prime minister, Ro
Prodi, said: “For the forese
future, the fight against inflat
won.” Preliminary statistics 
that consumer prices in 11 I
cities rose an annual 1.5 per c
early June, the lowest since 19

Denmark is on course to 
the Maastricht criteria, althou
may not join EMU early, acco
to official projections. The b
will show surpluses of 0.8 per
in 1999, 1.1 per cent in 200
2.8 per cent in 2005, with the
lic debt/ output ratio decre
from just under 70 per cent 
to 40 per cent in 2005.

In Germany, revised fig
showed that industrial produ
rose 0.3 per cent in April 
March instead of the 1.3 per
decline first estimated. In the 
challenging has been getting
the new jet certificated by 
a respected international 
airworthiness body such as
the US Federal Aviation
Administration (FAA) or
Europe’s Joint Airworthi-
ness Authority. 

In its original form,
Ilyushin’s passenger/freigh-
ter jumbo entered service
with the Russian flag carrier
Aeroflot in 1994. In its bid
to penetrate western mar-
kets in the post-Soviet era,
however, Ilyushin has
extended the jet’s fuselage
by 9.35 metres, equipped it
with quieter Pratt & Whitney
PW-2337 engines – the
same ones powering many
Boeing 757s – and Rock-
well-Collins avionics, and
has introduced a two-man
cockpit instead of the previ-
ous three.

Described by Ilyushin as
the “first Russian-American
aircraft”, the passenger ver-
sion of the IL-96 has a range
of 13,000 kilometres and
can carry up to 333 passen-
gers in a two-class configu-
ration or 436 in a tight one-
class arrangement. Its sister,
the IL-96T freighter, “is
intended to carry cargo with
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business confidence ros
the second month, w
index climbing from 9
to 95.3 per cent. In the
of the country, which 
one-tenth of the econ
dence slipped from 10
to 103.5 in May. 

In France a surge 
cent in energy producti
moderate 1.1 per cen
manufacturing brought
cent increase in indust
tion in April over Marc
manufacturing rose fo
month in a row. Year-
duction grew 2.2 per 
and 3.7 per cent in ma
largely due to exports. 

The business confide
the Netherlands fell to
from this year’s high of
The index, based on the
difference between p
negative responses, ha
0.7 in May last year.

Finland ’s econom
annual four per cent 
quarter as the constr
forestry sectors expand
Finnish economy contr
per cent overall on the 
ter last year. 

Excessive credit gro
and August could trigg
official interest rat
Hanna Gronkiewicz-W
dent of Poland’s ce
Despite falling inflat
Lombard and discoun
remained unchanged at
and 22 per cent respe
July. One bank depu
Kozinski, said: “If Pol
get rid of its budget de
heading for a Czech-s
Kozinski said the bank
showed that if Poland m
budget deficit next ye
rent account trade gap 
to $16 billion in 199
year’s figure of $8.15
$12bn projected for thi
a total mass of 92 tonnes on
trunk routes over ranges up
to 14,000km”, says the
Russian plane maker, mak-
ing it a low-cost competitor
to the Airbus A340, the Boe-
ing 747 or 777 and Mc-
Donnell Douglas’s MD-11.

Since donating ten
engines in 1990 for develop-
ment of the passenger and
freighter versions of the new
IL-96, Connecticut-based
Pratt & Whitney has not only
helped the Russians adapt to
western technology but has
also enabled them to build a
working relationship with
the powerful FAA. A major
difficulty, notes the FAA’s
former head of aircraft certi-
fication, Anthony Broderick,
has been the totally different
engineering traditions that
have developed in the for-
mer Soviet Union and the
rest of the world. 

Given these differences,
E
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Switzerland
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1.45

2.02
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2.96
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3.94
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FAA specialists – already
under attack in the US for
sloppy surveillance of US
budget airlines – have
moved with understandable
caution. “Determining the
safety, reliability and airwor-
thiness of equipment before
its design and manufacture
is fully understood is a 
slow learning process which
can’t be hurried,” said one
insider. As a result, FAA cer-
tification of the new airliner
is now almost three years
behind schedule and ham-
pering international market-
ing efforts.

Joint US-Russian certifica-
tion programmes on the 
IL-96 have been running in
tandem and are allowing
FAA specialists to observe
all ground and airborne tests
at the main Ilyushin aviation
complex at Voronezh,
600km south of Moscow.
Once the test programme
has been completed, says
Terentyev, the two countries
will sign a bilateral agree-
ment recognising each
other’s aircraft certification
procedures and standards.

“More than 70 meetings
have been held between
Russian and US officials,” he
AST EUROPEAN
USTRIAL OUTPUT* INFLATI

atest Month Year Latest Mo
onth ago ago month ag

f previous year in per cent   ** Month-to-month change i

v -5.0 -5.0 2.8 Feb 242.7 43
r 5.5 2.5 6.6 Mar 0.1 0
r -0.8 -5.8 1.7 Mar 0.1 0
t 4.3 4.3 10.2 Jan 1.4 0
r 3.6 6.8 1.5 Apr 1.4 1

n -2.0 -5.3 0.4 Jan 1.9 0
c -1.7 7.5 5.8 Jan 2.8 0
r 4.8 8.7 6.9 Mar 0.8 1
r 9.2 15.2 2.4 Apr 6.9 30

r 1.5 2.2 1.1 Mar 0.4 1
n -0.1 8.0 -5.0 Mar 0.3 0
b 1.8 -0.1 -4.4 Apr 3.3 1
n -8.2 -5.3 n/a Mar 0.1 1

GROWTH INFLATIO
estic product year-on-year%) (annual %)

1.4 1.0 Apr 1.5 1.5

1.9 0.7 May 1.6 1.3

2.7 1.4 May 2.1 1.7

5.8 1.0 May 1.0 1.0

2.0 1.3 May 0.9 0.9

1.9 0.4 May 1.6 1.4

n/a 1.5 May 5.4 5.9

n/a 6.03 May 1.5 1.5

0.1 1.5 Jun 1.5 1.6

3.82 12.4 Jan 1.6 1.8

3.0 1.8 May 2.2 1.8

5.1 3.5 May 2.7 2.6

2.8 2.1 May 2.1 1.8

2.6 1.9 May 1.9 1.9

1.8 1.4 Apr 0.2 0.0

-0.6 -0.7 May 0.6 0.5

2.6 2.0 May 2.5 2.4

3.1 1.7 May 0.1 0.1

2.9 2.8 Apr 1.9 0.5

2.9 1.0 May 1.5 1.7

t Previous Year Latest Month
r quarter ago month ago

ear 94. 4 = q1 97. 5 = q4 96. 6 = q1 96. 7 = year 96. 8 
explains, “in order to clarify
the certification process for
airborne systems, avionics,
power plants, airframe,
materials, after-sales sup-
port and flight test proce-
dures.” But “some engineer-
ing issues have still to be
resolved when taking the
aircraft to critical regimes”.

Terentyev says work by
Russian and American aero-
nautical experts “is pro-
gressing well” and both
sides are benefiting from the
experience.

Ilyushin interrupted this
joint programme last week
to allow the first production
IL-96T freighter to make its
maiden appearance outside
Russia at the Paris Air
Show. The cargo version is
due for Russian certification
at the end of this year when
it starts operating on Aero-
flot’s trade routes to
Singapore, Tokyo, Dubai
and Novostock.

But the real prize will
come with FAA certification.
Terentyev will have to wait
for this before he can start
selling Russian-built cargo
jets to serious western cus-
tomers such as UPS and
Federal Express.
DATA
ON** UNEMPLOYMENT***
nth Year Latest Month Year
o ago month ago ago

n per cent   *** Rate in per cent   SOURCE: PlanEcon

.8 1844.9 Jan 13.4 12.5 11.6

.0 4.1 Mar 23.2 22.8 21.1

.3 6.8 Mar 3.8 3.9 3.0

.7 12.6 Oct 4.4 4.2 3.8
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.7 176 Mar 7.2 7.1 8.7

.1 6.3 Mar 13.4 13.7 13.3

.4 1.3 Dec 14.4 14.0 14.4

.5 2.2 Dec 9.3 9.4 8.2

.2 19.5 Jan 1.7 1.6 0.6
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1.8 May 4.4 4.4 4.1
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1.9 Apr 7.9 8.0 8.9
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8.7 Apr 8.5 9.2 7.6

n/a 11.72 n/a 13.03

3.9 12.24 12.25 12.2

1.1 Nov 3.6 3.4 2.7

2.0 Mar 6.2 6.4 7.0

1.0 May 3.2 3.4 4.0

3.5 7.24 7.25 7.5

3.7 May 13.3 13.6 14.4

1.3 May 7.8 8.3 7.1

0.7 May 5.3 5.5 4.5
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0.2 Apr 3.3 3.2 3.4

1.5 May 9.5 9.6 9.4
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Hong Kong prices
soar as cash rolls in

RED-CHIP RISE

Source: Bloomberg
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Soft focus brings
a short-term view

Bear hunt follows
downward trail
HE handover of Hong
Kong to Chinese con-
trol on 1 July is a 
significant political

event. But it is merely a date
in history and should not
affect the fundamentals of
investing in the Hong Kong
market.

Since the beginning of the
year, the Hang Seng index
has risen by more than 13
per cent, with only the occa-
sional setback.

Now, according to some
Hong Kong watchers, there
is no reason why the market
should not continue to rise –
and rapidly.

Fiona Hathorn, the head
of Far East investment at
London-based Hill Samuel
Asset Management, believes
the Hang Seng index could
soon hit 17,000, compared
with its current level of
around 15,000.

She says investors have
already discounted the polit-
ical risks and should now be
concentrating on valuing the
companies which can best
capitalise on the many
opportunities China’s dereg-
ulation presents.

One reason why Hawthorn
believes Hong Kong share
prices will continue to soar
is the high level of liquidity
fuelled by Chinese investors

T

FUND
RANKING

Spec
haunt
pouring money into their
own local stock markets and
the basic need of Chinese
companies to raise cash to
build the infrastructure on
the mainland. 

The Chinese have one of
the highest personal savings
levels in the world, tradition-
ally putting 40 per cent of
earnings literally under the
mattress.

Now, the comparatively
wealthy middle class, of
which there are an esti-
mated 50 million, are being
driven by greed and pouring
money into the Shenzhen
and Shanghai stock markets
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which have put valuations
on companies that defy
logic.

The euphoric greed factor
has also been an important
element in fuelling the 
Hong Kong market where
investors have been chasing
“red chips”, which are the
stocks in companies owned
and controlled by the
Chinese ministries but listed
on the Hong Kong market.

Red-chip stocks have
reflected the Hang Seng
index’s rapid rise and
caused some concern
among the Chinese authori-
ties about the speculative
nature of the market. New
rules have been introduced
to curb the speculative
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‘green
h inve
nature of the stock markets
but are unlikely to have a
significant effect in curbing
enthusiasm. 

China’s state sector con-
trols more than 80 per cent
of the country’s industrial
sector and these businesses
desperately need investment
and modernisation. To pay
for this while keeping con-
trol, the Chinese authorities
have encouraged companies
to list in Hong Kong. Assets
have been injected into
these Hong Kong red chips
at relatively low values,
which has encouraged share
prices to rise.

Given the capital gains
that investors have already
made, the Chinese believe
these investors will be will-
ing to back the red-chip
companies when they ask
the market for cash via 
placings or rights issues to
fund development on the
mainland. 

Although there are some
fears that the market is
overheating – especially the
property market – for the
moment the money is still
pouring into Hong Kong
because of, rather than in
spite of, the changeover.

Hong Kong still has all 
the signs of a bull market
running.
E.Eur 80.38 n/a n/a 102.56 n/a n/a 95.8
China 86.03 108.82 n/a 108.90 159.76 n/a 19.8
China 82.46 93.67 n/a 104.89 140.91 n/a 99.5
Sp 52.38 79.89 120.66 71.12 123.77 142.80 20.9
US 51.37 74.75 147.53 69.99 117.38 172.37 95.0
China 51.14 59.27 n/a 69.72 98.12 n/a 67.4
Sp 49.53 74.25 76.01 67.92 116.76 93.67 36.3
LatAm 49.38 81.25 n/a 67.74 125.47 n/a 212.1
Sp 47.58 68.64 87.42 65.73 109.77 106.23 26.2
LatAm 44.86 77.40 n/a 62.67 120.68 n/a 21.7
HK 42.87 64.18 206.51 60.44 104.23 237.26 281.2
LatAm 42.49 60.63 37.78 60.01 99.81 51.60 11.8
US 42.29 68.27 123.72 59.79 109.31 146.17 110.2
Sp 42.21 66.61 52.69 59.70 107.25 68.01 19.1
US 42.09 95.62 186.71 59.56 143.34 215.48 2538.2
LatAm 41.86 61.92 67.01 59.30 101.42 83.77 50.3
LatAm 40.79 59.47 60.87 58.10 98.37 77.01 93.7
LatAm 40.30 74.05 n/a 57.55 116.51 n/a 99.7
Neth 40.13 78.32 167.05 57.36 121.82 193.84 68.8
LatAm 39.54 65.00 n/a 56.70 105.25 n/a 11.1
LatAm 39.54 65.85 61.74 56.70 106.31 77.97 161.3
Eur 39.26 50.71 114.87 56.38 87.47 136.43 253.1
LatAm 38.73 76.07 n/a 55.79 119.01 n/a 83.0
LatAm 38.23 61.90 n/a 55.23 101.39 n/a 0.8
Sp 38.05 68.01 n/a 55.03 108.99 n/a 10.5
Ger 37.86 58.14 n/a 54.82 96.72 n/a 82.0
LatAm 37.12 71.67 n/a 53.98 113.54 n/a 73.6
UK 37.11 48.69 n/a 53.98 84.96 n/a 44.8
US 36.98 72.45 131.78 53.82 114.51 155.04 97.0
Eur 36.55 72.46 n/a 53.34 114.52 n/a 103.3

graphic % Return * % Return * Siz
ocus in US$ in Dm US

1 Year 2 Years 5 Years 1 Year 2 Years 5 Years Millio

ographic % Return * % Return * Si
Focus in US$ in Dm U

1 Year 2 Years 5 Years 1 Year 2 Years 5 Years Mill

FUNDS INVESTING IN

 Lipper Analytical Services Internatio
f 1,200 investment funds authorised 
funds investing in equity securities. N
or one year ending 20 June.

China 86.03 108.82 n/a 108.90 159.76 n/a 1
China 82.46 93.67 n/a 104.89 140.91 n/a 9
China 51.14 59.27 n/a 69.72 98.12 n/a 6
HK 42.87 64.18206 .51 60.44 104.23 237.26 28
China 29.44 41.72 n/a 45.36 76.29 n/a 2
HK 28.39 37.32 54.80 44.17 70.81 70.34
Indo 22.94 25.02 n/a 38.06 55.52 n/a 2
Asia 21.51 31.50 118.56 36.45 63.58 140.49 6
Asia 19.70 32.18 146.70 34.41 64.43 171.46 6
Asia 18.81 38.83 93.13 33.42 72.70 112.51 12

Thai -60.81 -62.84 30.74 -55.99 -53.77 43.86 13
Korea -21.35 -30.67 n/a -11.68 -13.76 n/a 1
Korea -21.07 -20.54 n/a -11.36 -1.16 n/a 7
Asia -21.00 -19.44 n/a -11.28 0.21 n/a 9
Asia -20.21 -18.99 n/a -10.40 0.77 n/a 1
Asia -20.01 -18.64 93.69 -10.17 1.21 113.13 50
Asia -17.35 -18.05 55.28 -7.18 1.94 70.86 28
Asia -11.75 -4.80 55.27 -0.89 18.42 70.85 1
Malay -9.42 -3.43 154.92 1.72 20.12 180.50 7
Sing -7.36 2.65 86.77 4.0 3 27.69 105.52 4

S

ranc; C$ -Canadian Dollar; Dm - Deutschmark; Ecu - Europ
Skr - Swedish Krona; Sfr - Swiss Franc; £ - UK Pound Sterlin
r than income; Gr&Inc - Growth & Income; Health - Health C
erformance is based on net asset values/bid prices with dis
eaders are therefore advised to check the status of a fu
e - Iceland; Ir - Ireland; It - Italy; Neth - Netherlands; Sp - Sp
ion 3 weeks ago                                  Source: Lipper Analy

European
banks eye
structural

WORLD INVESTMENT FUNDS

Japan 6.8%
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$6.2 billion at
end of 1996

 tax’
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IN BRIEF
r INTEREST rates for
savers in the Bradford &
Bingley’s offshore range of
instant access, notice and
long-term accounts have
been raised by an average
of 0.3 per cent. With
£900m ($1.4bn) on
deposit, the Bradford &
Bingley is the Isle of Man’s
largest subsidiary of a UK
building society.

The recently relaunched
IsIand Two-Year bond now
pays seven per cent on the
minimum £25,000 tier,
rising to 7.2 per cent for
amounts over £100,000.
Interest can be taken
annually or monthly. One
emergency withdrawal of
ten per cent of the bond’s
balance is permitted during
the term.

UnIike accounts in
Jersey and Guernsey, IsIe
of Man institutions are
protected by a depositors’
compensation scheme,
which covers 75 per cent
of the first £30,000 of
balances held in any
currency. The Bradford &
Bingley in the UK also
issues a legal undertaking
to cover any liabilities of its
offshore subsidiary.
Contact: +44 (0)1624 661
868.

r IRISH Life International
in Dublin has launched its
Managed Investment
Account, a single premium
investment bond, offering
gross rolI-up in a choice of
investment funds.

The minimum investment
is £15,000. Additional
payments of £3,000 can be
made at any time. The
underlying funds are the
Building Society Fund, the
Growth Managed Fund,
the Balanced Managed
Fund and the Cautious
Managed Fund. No
income or capital against
tax is payable.

Capital can be accessed
at any time by full or partial
encashment or regular
withdrawal, although there
are encashment charges
for the first five years.
Contact: +353 1 704 1500.

r ROYAL Bank of
Scotland International in
Jersey has launched its
Offshore Gold 60 account.
The minimum deposit is
£2,000. It pays interest
gross on an annual basis,
starting at three per pent,
rising through several tiers
to 6.5 per cent on
£250,000.WithdrawaIs can
be made without penalty,
subject to 60 days’ prior
notice. Contact: +44
(0)1534 285546
Dec 95 Au/Ger/Ir/Swz/UK
Jul 92 Au/Fr/Ger/Ir/It/Neth/Swe/UK
Jul 94 Au/Bel/Fin/Fr/Ger/Ir/It/Neth/Sp/Swe/Swz/UK

Aug  88 Au/Ger/Swz  (†)
May 91 Bel/Fr/Ger/Neth/Swz/UK  (†††)
May 95 Bel/Fr/Ger/It/Neth/Sp/UK
Mar 90 Au/Ger/It/Sp/Swz/UK
Jun 94 Bel/Fr/Ger/It/Neth/Sp/UK
Oct 90 Au/Fr/Ger/Ice/Ir/Neth/Swz/UK
Mar 94 Au/Ger/Ir/Swz/UK
Oct 90 Au/Fr/Ger/Ice/Ir/Neth/Swz/UK

May 92 Ger/Swe/UK
May 90 Au/Fr/Ger/It/Sp/Swe/Swz 
Jun 90 Au/Bel/Fr/It/Nor/Sp/UK
Apr 89 Bel/Ger/Neth  (†)
Nov 91 Au/Ger/Neth/Swe
Nov 91 Au/Ger/Neth/Swe
May 94 Au/Ger/Por/Sp

Jul 90 Bel/Fr/Ger/It/Neth/Swz
Apr 93 Au/Ger/Ir/Neth

May 92 Au/Bel/Fin/Fr/Ger/Ir/It/Neth/Sp/Swe/Swz/UK
May 91 Bel/Fr/Ger/Neth/Swz/UK  (†††)
May 94 Au/Fr/Ger/Ice/Ir/Neth/Swz/UK
Apr 93 Au/Ger/Ir/Neth
Mar 93 Bel/Ger/Neth
Jun 94 Bel/Fr/Ger/It/Neth/Sp/UK
Sep 93 Fr/Ger/Sp/Swz/UK  (††)
Mar 93 Bel/Ger/Neth
Mar 90 Bel/Fr/Ger/It/Neth/Swz
Jan 94 Au/Fr/Ger/It/Swz
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 ASIA (EX JAPAN)

nal. The top 30 money market,
for sale in three or more
ext week: bond Eurofunds.

9.8 Jul 92 Au/Fr/Ger/Ir/It/Neth/Swe/UK
9.5 Jul 94 Au/Bel/Fin/Fr/Ger/Ir/It/Neth/Sp/Swe/Swz/UK
7.4 May 95 Bel/Fr/Ger/It/Neth/Sp/UK
1.2 Oct 90 Au/Fr/Ger/Ice/Ir/Neth/Swz/UK
2.7 Sep 94 Au/Ger/Ir/It/Neth/UK
1.3 Jan 90 Au/Ger/Neth/UK
7.1 Dec 94 Au/Fr/Ger/Ir/Neth/Swz/UK
9.1 Mar 72 Fr/Ice/Sp/UK
6.7 Jan 91 Au/Fr/Ger/Ir/It/Neth/Swe/UK
1.5 Aug 88 Bel/Fr/Ger/Gre/It/Sp/Swz

9.6 Oct 90 Au/Fr/Ger/Ice/Ir/Neth/Swz/UK
2.7 Dec 93 Au/Fr/Ger/It/Swz
0.3 Nov 92 Au/Ger/Ir/UK  UK
0.7 Dec 90 Au/Bel/Fr/Ger/Ice/It/Sp/UK
5.7 Oct 94 Bel/Fr/Ger/It/Neth/Swz
4.5 Oct 90 Au/Fr/Ger/Ice/Ir/Neth/Swz/UK
0.1 Aug 90 Bel/Fr/Ger/Gre/It/Sp/Swz
0.8 Sep 89 Ir/Swe/UK
5.7 Oct 90 Au/Fr/Ger/Ice/Ir/Neth/Swz/UK
8.2 Oct 90 Au/Fr/Ger/Ice/Ir/Neth/Swz/UK
ource: Lipper Analytical Services International
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AS investors move into
bonds rather than equities
to avoid uncertainty sur-
rounding European eco-
nomic and monetary union
(EMU), those in favour of
convergence are discovering
that some bond markets
offer better investment
opportunities than others.

Investors are beginning to
favour bonds that will
mature within the next two
years rather than five years
or more. The uncertainty
about EMU has increased
the risk that some long-term
bonds, especially those
issued by Italy and Spain,
might suddenly drop in
price if EMU was delayed or
postponed. 

Phyllis Read, European
bond strategist at BZW, has
been advising investors to
go for short-dated bonds.
“Investors should aim to go
up to two years, anything
more than four years is
dodgy,” she says. “By
switching to short-dated
bonds because of the better
convergence potential that
now exists, investors will be
safe if EMU blows up.”

Last week’s Amsterdam
summit of European Union
leaders certainly increased
the likelihood of monetary
union happening, but it also
made it more likely that gov-
ernment finances won’t be
as solid by then as once
hoped.

“We believe EMU will go
ahead but be softer, so we
are pushing investors to
leave core European
markets and go for periph-
eral ones,” says Read. As a
result, she favours the
Spanish bond market as it is
the country most likely to
join the first wave, but
believes even this market is
too dangerous in the long
end. “Spain will have to be
London w
in asset

Source: ICI & FEFSI

Retiring 
widens fu
included in the single cur-
rency, which opens up the
convergence question. Now
that we believe there will be
a softer euro, for peripheral
markets in some ways this
has a less negative impact.”

The short end of the Por-
tuguese market offers
similar opportunities to
Spain and, to a lesser
extent, Italy. These could do
well even if the worst hap-
pened – such as EMU being
called off altogether – as
investors pile out of the long
end of the market and mar-
kets realise that once the
dust settles postponement
or cancellation will not
prompt an increase in inter-
est rates.

In terms of countries to be
avoided, she believes core
European markets “do not
look very good value at all.
It is very difficult to make a
case for investing in either
the German or French mar-
kets,” she says.
THE new British Prime Minister, Tony
Blair, has been strongly hinting that
the first Budget of the new Labour
administration, due on 2 July, will
include green tax rises, writes Chris
Butler.

There has already been much specu-
lation that Chancellor Gordon Brown
will abolish or at least reduce the cor-
poration tax credit that pension funds
receive on dividends paid to them, a
move which would raise £4 to £5 bil-
lion ($6.5bn-$8.2bn). This, together
with a windfall tax of £5bn to£10bn on
utilities, is widely anticipated and dis-
counted.

But now there is the spectre of a
green tax, which could be financially
beneficial for the government’s coffers
as well as being politically beneficial
because it would be protecting the
environment.

The British-based Institute of Public
Policy Research recently gave an indi-
cation of the kind of measures that
could be included in a green budget.
One tax that would hit industry and in
part has been responsible for the fall in
the British stock market over the past
week would be a commercial and
industrial energy tax applied to all
forms of energy at end use, except for
household consumption. 

The tax could be based on energy
consumption at the rate of $1 per bar-
rel of oil equivalent now, rising to 
$9 per barrel by 2005. This would
raise £1bn this year and £10bn by
2005.

A measure that would hit the trans-
port sector would be an increase in
taxes on fuel from five per cent to
eight per cent. It could raise an extra
£7bn by 2005. There are also sugges-
tions that the government may be 
considering a quarrying tax on new
aggregates sites which could raise
£2bn by 2005. This would not be good
news for the construction or houseing
sector, which would eventually be
called upon to absorb the additional
costs.

Brown’s green Budget may not be so
friendly to the British investor.
THE second largest ever sin-
gle-day plunge in the Dow
Jones Industrial Average this
week emphasised the ner-
vousness surrounding Wall
Street, writes Melanie
Bien. 

At the same time there
was a surge in the popular-
ity of bear funds as investors
bet on the continued fall of
the Dow and other bourses.

On one day the Dow fell
192.25 points, or 2.5 per
cent, to 7604.26, eclipsing
the loss of 190.58 points
recorded on 13 October
1989. At the same time
British fund management
house John Govett recorded
all-time investment highs in
its US bear fund, which is
designed to take advantage
of short-term falls in the US
stockmarket.

Investors expecting stock-
market crashes can take
advantage of the seven bear
funds offered by John Gov-
ett in Britain, Japan, Hong
Kong, France and Germany,
as well as UK gilts. Conrad
Preece, associate director at
John Govett, said there has
been a lot of interest in US
bear funds. “People have
been talking about the US
market correcting and this
anticipation has boosted the
fund,” he said.

The other bear fund that
has seen the most invest-
ment interest is Britain.
Preece says this is because
the UK market usually 
follows the US and investors
are predicting a fall in the
soaring FT-SE 100 Index.
ay ahead
 stakes

Brazil 1.7%

South Korea 1.4%

Others 2.1%

America
nds gap
change
WHERE British and Ameri-
can banks have led, Euro-
pean banks are about to fol-
low, writes Chris Butler.

The restructuring that has
already taken place in the
UK and US significantly
improved profitability. Now
mainland Europe is realising
that it too has the opportu-
nity to improve efficiency
and expand its financial ser-
vices market. Already some
of the restructuring is taking
place. In Switzerland, Crédit
Suisse, SBC and UBS have
announced domestic restru-
cturings. Although in the
short term this will mean a
reduction in profits, the
decisions were welcomed by
investors looking for longer-
term gain.

In Germany there has
been a reversal in the bank-
ing sector’s underperfor-
mance following the ann-
ouncement almost a year
ago that Deutsche Bank had
taken a five per cent stake in
Bayerische Vereinsbank.
The practical difficulties of
mergers, let alone acquisi-
tions, have been recognised,
but the potential benefits
and the belief that it will be
good for German banking
shares outweigh these.    

In recent years, French
and Italian banks have been
among the worst performers
in the sector, partly because
they have done the least
restructuring. Logically they
offer the greatest restructur-
ing potential. Past perfor-
mance has also been
affected by disappointing
domestic growth in both
countries, while in Italy rela-
tively high short and
medium-term interest rates
have deterred investment in
banking shares. Italy is now
one of the few remaining
European markets which
offers the scope for falls in
interest rates.

In contrast, Dutch finan-
cials have been mimicking
the UK and US experience
and have outperformed 
the banking sector by 
100 per cent since the 
start of the 1990s. Ironi-
cally, ABN-Amro bank is
offering an investment in 
15 European banks which
does not include any Dutch
banks. The investment,
called the Bank Restruc-
turing warrant, will be
quoted on the Amsterdam
exchanges. 
AMERICA is pulling away
from Europe with twice as
much in assets under man-
agement, according to the
Fédération Européenne des
Fonds et Sociétés d’Invest-
issement (Fefsi), writes
Melanie Bien.

The annual survey, which
includes open-ended funds
available to retail investors
only, does not include com-
modity funds. Last year
there was $3,539 billion
under management in Amer-
ica, while in Europe, the fig-
ure was $1,732bn, 48.9 per
cent lower. This gap has
widened significantly over
the past two years, but
Steffen Matthias, secretary
general of Fefsi, believes
this is because of a “change
in strategy in 1994, which
has nothing to do with a
decline in funds in Europe,
which has seen a steady
increase. It is caused by the
growth in America of retire-
ment schemes”.

As a result, the pie chart
showing the breakdown of
net assets shows that Amer-
ica took 57.1 per cent of the
total of funds under manage-
ment, while Europe took
28.4 per cent, Japan 6.8 per
cent, Canada 2.5 per cent,
Brazil 1.7 per cent, South
Korea 1.4 per cent and a
range of others made up the
remaining 21 per cent.
LONDON continues to be
the most predominant finan-
cial centre in Europe, with
$1,200 billion in equity
assets under management
and no serious threat from
the rest of Europe, writes
Chris Butler.

London-based research
group Technimetrics tracks
institutional investment
holdings around the world
and ranks the major finan-
cial centres. According to its
1997 International Target
Cities report, the assets in
London are larger than
those held in the other top
five European centres com-
bined. At the end of last
year, the value of funds in
London rose by almost 20
per cent from $1,017bn to
$1,219bn.

Among the top 25 finan-
cial centres in Europe, only
five showed a double-digit
rise in assets under manage-
ment. Dublin was most
impressive with a growth
rate of more than 45 per
cent, but it still only has
$28bn under management.
Milan showed an increase of
38 per cent to $65bn, while
Paris recorded an 11 per
cent rise to $289bn. 

A rising star is Stockholm,
which last year increased its
assets under management
by around 20 per cent from
$89bn to $107bn. It is ran-
ked as the seventh largest
financial centre in Europe
behind London with $1.2bn
in managed assets, Zürich
($423bn), Paris ($289bn),
Geneva ($272bn), Frankfurt
($170bn) and Edinburgh
($133bn). Edinburgh saw a
slight drop of four per cent
in the equity assets it man-
aged last year. This may be
because two large insurance
groups, General Accident
and Scottish Amicable, con-
solidated their management
activities in London.
THE Invesco Premier
Select-Greater China
Opportunities fund tops our
leaders table of equity 
Eurofunds investing in Asia,
excluding Japan, this week,
writes Melanie Bien.

The fund, which was
launched on 15 July 1992
and has $28.2 million 
under management, is 
denominated in US dollars.
The minimum investment is
a lump sum of $2,500 or
monthly savings of $250.
Initial fees are five per cent
and the annual 
management fee is 
1.5 per cent.

The fund’s purpose is to
achieve long-term capital
growth from investments in
the equity markets of Hong
Kong and mainland China,
with an emphasis on 
larger companies with
above-average growth
prospects.

The geographical 
breakdown of the fund is
80.1 per cent in Hong Kong,
12.3 per cent in China and
7.6 per cent is held in cash.
The fund’s top holding is in
HSBC Holdings (4.9 per
cent), followed by China
Everbright (4.7 per cent),
China Resources (4.6 per
cent), 3.9 per cent in
Continental Mariner and
Cheung Kong Holdings, 
3.8 per cent in Silver Grant,
Citic Pacific and Hutchison
Whampoa, 3.7 per cent in
Ng Fung Hong and 3.5 per
cent in China Merchant Hai.

In second place in our
table is the Fleming China
fund from Flemings Fund
Management, which is 
managed by Steve Luk and
was launched in 1994. The
fund’s initial charge is five
per cent and the annual
management fee is 1.5 per
cent. Returns over the
month ending on 31 May
were 7.5 per cent and over
the year 80.9 per cent.
Since the launch date,
returns have amounted to
98.6 per cent.

The fund’s objective is to
provide capital growth
through investment in a
diversified portfolio of 
securities in the China
region. 
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London out
of step with

Europe

Company Country Price Change %change Yield
8 -0.31 -3.8% 4.10
36.80 +0 +0.0% 2.85
4.66 -0.09 -1.9%
18300 -760 -4.0% 4.20
8300 +280 +3.5% 3.29
3780 +200 +5.6% 4.36
1250 +44 +3.6% 2.03
688 -16 -2.3% 1.42
11710 +620 +5.6% 1.97
5400 +430 +8.7% 2.07
3275 -110 -3.2% 2.12
4650 +305 +7.0% 6.98
2780 +0 +0.0% 4.14
33100 +1360 +4.3% 3.07
2580 +15 +0.6%
1475 -20 -1.3%
685 -25 -3.5% 1.72
25600 +850 +3.4% 2.39
6.54 -0.08 -1.2%
3.87 +0.07 +1.7% 2.72
37.80 -0.67 -1.7% 0.25
11.73 -0.24 -2.0% 3.37
52.05 -1.90 -3.5% 0.28
71.80 -1.70 -2.3% 0.22
9210 -550 -5.6% 2.03
44.51 -1.77 -3.8% 0.32
235.30 +0.30 +0.1% 2.38
244.40 +1.40 +0.6% 2.39
690 +30 +4.5% 1.43
23.80 +0.10 +0.4% 6.57
579 -2 -0.3% 2.80
48.85 -1 -2.0% 0.28
477 -16.20 -3.3% 2.45
3155 +280 +9.7% 1.87
192.25 +7.75 +4.2% 2.08
630.63 +8.63 +1.4% 2.55
28.30 -0.90 -3.1% 6.32
99.50 -0.25 -0.3% 0.18
102.90 +0.90 +0.9% 1.18
60.40 -1.25 -2.0% 0.26
14175 -275 -1.9% 2.77
18.64 +0.19 +1.1% 2.80
34.50 +0 +0.0% 0.35
25000 +278 +1.1% 2.39
14150 -600 -4.1% 1.87
6.29 +0.23 +3.9% 2.71
10600 +638 +6.4% 1.89
75.50 +1.40 +1.9% 1.64
17.20 +0.90 +5.5% 1.18
8.24 +0.76 +10.2% 4.63
387.10 -7 -1.8% 3.38
5.96 -0.27 -4.3% 3.99
12173 +875 +7.7% 2.32
372 +3 +0.8% 3.59
16.23 -0.32 -2.0% 1.54
83 +1.50 +1.8% 3.33
638 +10 +1.6% 2.80
166 -3.50 -2.1% 1.04
190 +0 +0.0% 4.74
9.09 -0.04 -0.4% 2.07
303.40 +7.10 +2.4% 8.23
229.50 +0.50 +0.2% 2.18
1688 +2 +0.1% 1.87
370 +8 +2.2% 2.72
335 +7.10 +2.2% 2.88

BANKS Z 1.3%
YIELD 2.58%

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

109 +6.50 +6.3% 2.48
956 +27 +2.9% 1.49
257 -3.40 -1.3% 2.92
62.85 -0.95 -1.5% 0.27
68.10 +0.25 +0.4% 0.25
10.47 -0.26 -2.4% 3.46
920 +13 +1.4% 1.09
2.14 -0.14 -6.1% 4.90
3.41 -0.05 -1.4% 6.03
93.60 +2.40 +2.6% 0.13
193.90 +5 +2.6% 4.71
6395 -35 -0.5% 2.32
3385 +65 +2.0% 1.65
99.10 +0.20 +0.2% 11.85
69.45 -0.20 -0.3% 0.20
8.16 -0.06 -0.8% 4.95
6.44 -0.34 -5.0% 4.66
1146 +78 +7.3% 1.71
201.90 +4.20 +2.1% 1.73
190.20 -0.80 -0.4% 0.11
449.90 +16.90 +3.9% 1.05
60 -0.80 -1.3% 1.67
21175 -1125 -5.0% 2.60

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 .....................£

4.23 +0.10 +2.3% 6.98
7.23 -0.47 -6.1% 4.28
373 +0.15 +0.0% 0.92
5.84 +0.04 +0.7% 3.38
4.44 -0.07 -1.6% 4.34
5.81 -0.08 -1.4% 3.41
358.80 +14.40 +4.2% 0.98
3.95 -0.12 -3.0%
1483 -50 -3.3% 1.36
304.40 +5.80 +1.9% 2.74
6.34 -0.30 -4.6% 3.82
190 +2.50 +1.3% 3.46
7850 +170 +2.2% 2.23
7.55 -0.17 -2.2% 3.96

Company Country Price Change %change Yield
27680 +180 +0.7% 1.45
108 +2 +1.9% 1.63
2162 +57 +2.7% 1.76
630 +0 +0.0% 3.06
115 +16 +16.2%
202 +2 +1.0% 1.86
6870 +220 +3.3% 0.68
1.82 +0 +0.0% 8.68
342.50 +1.80 +0.5% 0.59
385 +2.10 +0.5% 0.45
4.58 +0.06 +1.3% 2.10
580 +23 +4.1% 2.19
292 -4 -1.4% 0.86
3.50 -0.13 -3.7% 4.42
64.70 +0.20 +0.3% 0.47
712 -13 -1.8% 1.39
1093 +47 +4.5% 0.75
380 +20 +5.6% 0.93
248.30 -7.20 -2.8% 1.21
135.70 +6.80 +5.3% 1.18
4.51 -0.05 -1.2% 3.33
1240 +0 +0.0% 1.21
2921 +86 +3.0% 0.89
8880 +190 +2.2% 1.55
346 +27.50 +8.6% 0.07
327 +6.20 +1.9% 1.57
12.30 +0.22 +1.8% 0.61
235.50 +4 +1.7% 0.93
106.35 +6.67 +6.7% 0.15
660 +47 +7.7% 1.60
152.70 -0.60 -0.4% 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 .....................£

712 +55 +8.4% 1.46
13.44 -0.28 -2.1% 1.45
1.95 +0 +0.3% 5.79
1230 +160 +15.0% 0.73
1.73 -0.12 -6.7% 2.49
1320 +10 +0.8% 1.33
761 +14.50 +1.9% 1.18
4.55 -0.10 -2.0% 3.96
550 -2 -0.4% 1.27
2.54 +0.01 +0.6% 2.75
212.50 +2 +1.0% 3.11
1040 -2 -0.2% 1.08
10.19 +0.33 +3.4% 1.80
205.50 -5.75 -2.7% 0.87
8.12 -0.01 -0.1% 2.51
5.38 -0.17 -3.0% 3.40
2185 -21 -1.0% 1.38
3.16 -0.02 -0.6% 5.96

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

16300 -100 -0.6% 1.44
364.60 -3 -0.8% 2.07
5.62 -0.12 -2.1% 2.64
949 -1 -0.1% 1.14
1.96 +0.02 +1.3% 6.01
1669 +18 +1.1% 2.43
4128 -52 -1.2% 3.02
16825 +200 +1.2% 0.69
2406 +3 +0.1% 3.03
310 +5 +1.6% 2.11
5990 +30 +0.5% 2.51
3.06 -0.08 -2.5% 8.32
2.82 -0.07 -2.4% 2.81
89.90 +0 +0.0% 2.23
396 +9 +2.3% 2.54
167.20 -4 -2.3% 2.17
1.33 +0.02 +1.9% 2.66
12.77 -0.22 -1.7% 4.39
865 +0 +0.0% 4.62
1910 -21 -1.1% 3.59
5.45 -0.32 -5.5% 3.73
2.15 -0.14 -6.1% 1.45
1941 -4 -0.2% 0.38
2.55 -0.05 -1.9% 4.85
97.80 -1.79 -1.8% 0.19
798.25 -6.75 -0.8% 1.51

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

1.83 -0.01 -0.8% 5.14
225 +2.50 +1.1% 2.32
1.94 +0.01 +0.5% 4.04
305 +0 +0.0% 5.74
45.20 +2 +4.6% 1.87
265 -12 -4.3% 3.30
99 +3.50 +3.7% 3.13
2.61 -0.12 -4.4% 6.71
168 +6.50 +4.0% 3.17
2.08 -0.19 -8.4% 4.45
1.75 -0.08 -4.4%
129 +5 +4.0% 2.98
119.90 -1.10 -0.9% 3.73

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 .....................£

4.18 -0.10 -2.4% 3.97
492.40 -20.60 -4.0% 3.41
3.33 -0.06 -1.8% 3.67
5.52 -0.17 -2.9% 2.03
3465 +30 +0.9% 2.06
6.37 -0.12 -1.8%
4.84 -0.02 -0.4% 2.93
168 +1.50 +0.9% 0.10
80 +4 +5.3% 0.17
1384 +18 +1.3% 1.23
368.50 -8.50 -2.3% 2.72
8.36 -0.45 -5.1% 4.04
4.94 +0.01 +0.3% 5.07
1.25 -0.03 -2.3% 4.96
489 -1 -0.2% 2.01
203.50 +6 +3.0% 0.96
3.37 -0.07 -2.0% 6.20
9.85 -0.20 -2.0% 3.31
64.50 -0.30 -0.5% 4.45
348.50 -4.50 -1.3% 2.89
3.10 +0 +0.0% 3.63
838 -2 -0.2% 2.03
2490.45 -49.55 -2.0% 1.67
4.80 -0.18 -3.7% 2.67

Company Country Price Change %change Yield
164.20 +7.20 +4.6% 0.58
5.71 -0.17 -2.9% 3.54
1.19 -0.05 -3.9% 2.80
27200 +1600 +6.3% 1.79
1592 +71 +4.7% 1.47
6.98 -0.37 -5.0% 3.70

632 -3 -0.5% 2.24
6.57 -0.05 -0.8% 3.27
2.64 +0.02 +0.7% 0.46
136.10 -2.40 -1.7% 1.45
398 +17 +4.5% 1.77
1545 +0 +0.0% 1.49
13225 +350 +2.7% 2.31
5000 -90 -1.8% 2.37
533 +2 +0.4% 1.61
6270 -80 -1.3% 2.85
404.50 +2.90 +0.7% 2.60
420 -5 -1.2% 3.81
139.50 +0.50 +0.4% 2.37
12.23 -0.23 -1.8% 3.75
557 -1 -0.2% 1.92
510 -5 -1.0% 0.07

FINANCIAL & 
CONGLOMERATE

X 0.6%
YIELD 2.79%

CHEMICALS X 0.4%
YIELD 2.71%

DRINKS & TOBACCO X 0.8%
YIELD 3.22%

ENGINEERING

Electrical & Electronic

Z 2.6%
YIELD 1.91%

RETAIL
YIELD 2.28%
X 0.6%

PROPERTY &
CONSTRUCTION YIELD 2.88%

X 0.5%

PAPER & PACKAGING
YIELD 3.38%
X 1.4%

SECTOR INDICES
Sector Index % change % change 12 month

Week ago Year ago High Low

Banks 2209.5 1.3 58.7 2234.3 1384.5
Chemicals 2490.7 -0.4 21.4 2619.0 1902.6
Drinks & Tobacco 3272.4 -0.8 22.2 3315.3 2560.1
Engineering 2197.2 2.6 41.6 2197.2 1430.5
Financial & Conglomerate 2251.7 -0.6 29.2 2858.0 1489.1
Food 3662.4 1.6 36.4 3662.4 2583.5
Health & Pharmaceuticals 8691.0 2.6 48.1 8691.0 5321.5
Insurance 1654.6 0.0 41.2 1675.2 1158.7
Leisure 1872.3 0.7 -1.0 1933.1 1580.0
Media & Information 3385.5 -3.9 6.4 3593.1 2809.8
Metals 3412.8 -0.9 32.9 3446.8 2421.2
Motors 1428.5 -0.3 40.1 1443.7 924.8
Oil 3751.6 -1.0 46.6 3839.0 2460.1
Paper & Packaging 1693.8 -1.4 16.3 1762.9 1362.5
Property & Construction 1236.9 -0.5 24.0 1258.8 946.8
Retail 2901.5 -0.6 31.4 2967.0 2087.4
Transport 3198.8 -0.2 49.4 3250.7 2097.0
Utilities & Telecoms 3279.5 2.7 47.2 3279.5 2079.5

% change % change 12 month
Latest Week ago Year ago High Low

STOCK MARKETS

SOURCE: Datastream, Bloomberg, Indec

861.1 1.6 55.3 862.2 512.8
1499.0 -5.0 68.1 1733.1 873.0
2351.6 -0.4 36.0 2400.4 1652.6
6597.3 4.5 110.4 6597.3 2865.5

591.5 0.4 45.4 592.2 404.2
3346.4 -0.2 29.3 3358.5 2395.2
3755.8 0.4 46.3 3788.3 2447.8
3178.3 2.2 58.1 3178.3 1935.6
4596.3 -1.8 23.9 4783.1 3632.3

592.1 3.5 58.4 592.4 347.0
13316.0 4.7 26.4 13317.0 9284.0

635.9 -0.1 37.5 647.5 437.4
2784.8 0.8 32.8 2808.5 1954.1

498.3 -1.3 -9.9 629.0 476.7
2972.2 1.1 49.1 2972.2 1845.1

409.6 -0.2 8.9 431.1 349.2
1566.9 -2.0 10.9 1894.9 1288.1
3525.5 3.7 47.7 3530.1 2240.7
7604.3 -2.0 33.0 7796.5 5346.6

20431.9 -1.2 -10.0 22666.8 17303.7
14891.0 4.1 35.9 15154.4 10585.9
2834.6 1.2 29.4 2834.6 2152.0
2549.9 1.0 25.2 2549.9 2004.4

Amsterdam AEX
Athens General
Brussels Bel-20
Budapest BTI
Copenhagen Stock Market
Dublin Ireland SE
Frankfurt Dax
Helsinki Hex
London FT-SE 100
Madrid Madrid SE
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
ASMC .......................................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 .........................£
THERE were sharply contrasting perfor-
mances from European markets last week,
with London at one stage falling by almost
three per cent, while Madrid, Milan and
Zürich were moving strongly ahead. 

Initially London sentiment was eroded
by fears that the forthcoming Budget on 2
July would include tax changes affecting
the earnings of pension funds. In addition,
the expected windfall profits tax on utili-
ties and reports of a possible “green” tax
unsettled investors. Shares fell for six suc-
cessive days, and were in danger of slip-
ping further after the one-day setback on
Wall Street caused by the Japanese prime
minister suggesting that his country’s
investors might sell American bonds to buy
gold. Europe and Wall Street breathed a
sigh of relief after an announcement saying
the comment had been misinterpreted. 

As Wall Street recovered, so did London,
and the rest of Europe strengthened also.
London was particularly encouraged by
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
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VENDOME, the British-Swiss maker of
Cartier watches, Dunhill lighters and other
luxury products, this week reported an 11
per cent jump in sales to Sfr3 billion ($2bn)
from Sfr2.7bn previously. Sales of watches,
jewellery, pens and menswear all rose by
ten per cent or more, helping to offset the
relatively modest rise in leather goods in
the Far East. Profits for the year ended 31
March were also significantly higher at
Sfr510 million against Sfr472m previously.
However, in sterling terms profits fell to
£248m ($406m) from £258m while sales
slipped from £1.47bn to £1.46bn.

Company Country Price Change %change Yield
5.13 -0.65 -11.2% 2.31
2.84 -0.06 -2.2% 10.66
5.30 -0.03 -0.6% 4.07
99.10 -1.40 -1.4% 1.71
2.68 -0.18 -6.3% 10
429 +6 +1.4% 0.97
971 -1 -0.1% 1.75
887 +12 +1.4% 3.68
1.74 -0.08 -4.7% 7.14
5.95 -0.60 -9.2%
1896 +97 +5.4% 1.59
489.50 +17.50 +3.7% 2.14
1.94 -0.08 -4.0% 5.95
309 +3 +1.0% 1.04
2525 +45 +1.8% 0.58
1300 -10 -0.8% 2.92
915 -20 -2.1% 1.68
4.52 -0.10 -2.2% 4.70
4.93 -0.01 -0.2% 5.09
16.94 -0.25 -1.5% 2.35
410.30 +9.50 +2.4% 1.70
2.02 -0.03 -1.4% 6.20

Company Country Price Change %change Yield
1860 +172 +10.2% 0.81
2168 +78 +3.7% 0.23
141 +10 +7.6% 1.08
92 +1 +1.1% 0.09
2.29 -0.01 -0.4%
911 -30 -3.2% 1.64
758 +2 +0.3% 0.94
526 -20 -3.7% 1.28
1569 +20 +1.3% 0.89
152.10 -2.10 -1.4%
119 -2 -1.7% 0.11
12.53 -0.07 -0.6% 2.93
2340 +86 +3.8% 0.61
2269 +144 +6.8% 0.88
723 +0 +0.0% 0.52
845 +31 +3.8%
270 +5 +1.9% 0.73
8.93 -0.01 -0.2% 2.36
20500 +465 +2.3% 0.37
1530 +0 +0.0% 1.01
135 -2 -1.5% 1.10
1.75 -0.01 -0.6% 4.32
10.50 -0.18 -1.7% 0.93
739 +49 +7.1% 0.60
116000 +1700 +1.5% 0.65
18.96 -0.35 -1.8% 2.34

1.17 -0.08 -6.2% 2.95

HEALTH &
PHARMACEUTICALS

Z 2.6%
YIELD 1.15%

FOOD
YIELD 3.73%
Z 1.6%

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 .....................£

Burton Group...................................UK .........................£

Company Country Price Change %change Yield
Aegon ......................................Netherlands....Nfl
AGP...........................................France .............Fr

138.40 +1.40 +1.0% 2
173.30 -4.30 -2.4% 2.88

INSURANCE
YIELD 2.12%
Z 0.0%
renewed talk of financial sector takeovers.
Two of the largest market gainers were

Madrid and Milan, which are still riding on
a wave of Emu optimism. Investors saw
favourable Italian inflation figures as fur-
ther evidence that Italy will be in the first
wave of EU member states to join mone-

tary union. In Spain, bonds gained ground
as the Bank of Spain left interest rates
unchanged, and the gains in the bond mar-
ket were reflected in the equity market.
Zürich hit a new peak fuelled by demand
for drugs companies.

Chris Butler
esday 24 June 1997. IndEUR 500 Index and sector movements adjusted for currency fluctuations. Compiled by IndEUR Ltd, 
ernational TEXT and on Reuters financial screens. Key in pages IPCD IPCE IPCF IPCG IPCH. For individual RICs consult Reuters

arket capitalisation. The IndEUR 250 is a pan-European benchmark index of 250 listed companies in the EU and Efta, weighted by the gross domestic
anies comprise the IndEUR Blue index of Europe’s top 75 firms, measured by market capitalisation. IndEUR is based at 1,000 points on 1 January 1987.
 annual dividend as a percentage of the current share price. The sector yield figure represents the average yield of companies within the sector. 
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Company Country Price Change %change Yield
897 +8 +0.9% 2.24
198.50 +0.30 +0.2% 0.55
11.44 -0.24 -2.1% 1.82
6.80 -0.27 -3.8% 1.53
11.07 -0.57 -4.9% 3.35
8.53 -0.09 -1.0% 1.95
142.20 +2.20 +1.6% 0.36
2.38 -0.08 -3.1% 3.26
109.90 +3.90 +3.7% 0.87
3.68 -0.08 -2.0% 5.81
1.62 -0.08 -4.7% 1.52
1.76 +0.01 +0.9% 9.37

3.92 -0.06 -1.5% 2.62
4201 +76 +1.8% 0.62
297 +14 +4.9% 1.54
810 +5 +0.6% 1.39
2985 +143 +5.0% 0.81
3005 +165 +5.8% 1.33
1880 +30 +1.6% 1.45
4.96 -0.26 -5.1% 2.20
6.61 -0.01 -0.2% 3.19
844 -56 -6.2% 1.41
104.50 +1.60 +1.6% 2.20
283 +1 +0.4% 3.89
532 -17 -3.1% 1.44
11700 +0 +0.0% 0.67
631 -32 -4.8% 2.06
6.95 -0.29 -4.0% 3.41
5.03 -0.26 -4.8% 3.21
188.10 -6.60 -3.4% 0.49
1.36 -0.05 -3.5% 4.14
2800 +100 +3.7% 0.20
1.54 -0.06 -3.7% 1.39
7.04 -0.34 -4.6% 2.75
2894 +150 +5.5% 1.10
2305 +168 +7.9% 0.62
2865 +40 +1.4% 2.26
3.40 -0.23 -6.2% 5.18
3.53 -0.13 -3.5% 4.38
0.69 -0.05 -6.8% 7.10
3.72 -0.42 -10.1%
1.99 -0.03 -1.5% 5.07
3.69 -0.16 -4.2% 3.54
107 -1.30 -1.2% 1.88
4.55 +0.14 +3.3% 2.84

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

1480 +38 +2.6% 1.25
91.50 +4 +4.6% 3.43
1.48 -0.11 -7.0% 8.46
41.50 -2 -4.6%
795 -7 -0.9% 2.06
5.31 -0.16 -2.9% 3.63
343 -4.50 -1.3% 1.31
36.15 -1.33 -3.5%
103.20 -2.30 -2.2% 0.97
508.50 -6.25 -1.2% 2.35
10.81 -0.28 -2.5% 0.94
420.50 +5.50 +1.3% 1.90
3265 +30 +0.9%
97.95 -1.20 -1.2% 3.10

Company Country Price Change %change Yield

Company Country Price Change %change Yield

Company Country Price Change %change Yield

292.50 -4 -1.3% 1
3.57 -0.04 -1.0% 2.50
1403 +3 +0.2% 1.07
43 +1 +2.4% 0.14
135.45 -2.30 -1.7% 0.08
6199 +121 +2.0% 1.59
840 +5 +0.6% 4.47
10.21 -0.34 -3.2% 3.24
2.07 -0 -0.1% 1.36
532 -3.50 -0.7% 2.23
343.50 +4.40 +1.3% 0.97
580 -22 -3.7% 0.51
4315 +295 +7.3% 2.27
148.60 -0.40 -0.3% 2.34
230 +2 +0.9% 2.43
363 -15 -4.0% 3.28
1233 +31 +2.6% 0.50
197.50 -1 -0.5% 2.16

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

2.64 -0.04 -1.5% 3.60
1960 +110 +5.9% 3.69
5.37 -0.50 -8.5% 2.88
7.01 -0.13 -1.9% 2.68
238000 -4000 -1.7% 0.31
348000 +0 +0.0% 0.33
60.20 +4.30 +7.7% 1.68
34.60 +2.60 +8.1% 0.49
1.30 -0.07 -4.8% 6.85
6.04 -0.20 -3.2% 6.20
6.15 -0.15 -2.4% 3
6.40 -0.42 -6.2% 1.27
1606 +76 +5.0% 0.62

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 .....................£

856 -44 -4.9% 2.10
6020 +170 +2.9% 1.52
6.49 -0.04 -0.6% 6.69
573 +21 +3.8% 1.58
41.40 -0.20 -0.5% 0.19
2.20 +0.08 +3.8% 7.33
1.42 -0.02 -1.7% 11.98
4.44 -0.10 -2.2% 5.56
5.87 +0.33 +6.0% 2.48
43.15 +1.40 +3.4% 1.27
6.65 +0 +0.0% 5.90
729 -4 -0.5% 1.70
8555 +345 +4.2% 2.30
7650 +10 +0.1% 4.58
3560 +20 +0.6% 3.03
541 +2 +0.4% 1.48
11560 +590 +5.4% 2.43
1596 -114 -6.7% 1.55
1400 +95 +7.3% 3.90
32320 +1770 +5.8% 0.81
470 -9.90 -2.1% 2.13
7.83 -0.48 -5.8% 7.07
1875 +115 +6.5% 3.75
615 +20 +3.4% 1.63
5635 +244 +4.5% 2.26
80.50 +2.20 +2.8% 3.52
7.01 +0 +0.0% 7.16
585 +17 +3.0% 2.07
2.13 -0.03 -1.5% 6.58
5.14 +0.10 +2.0% 6.19
1.12 +0 +0.0%
1.99 -0.08 -4.0%
6500 -320 -4.7% 2.73
6975 -215 -3.0%
4985 +0 +0.0% 2.43
6.96 +0.14 +2.1% 4.56
1699 -10 -0.6% 1.16
75.90 -0.15 -0.2% 0.20
4.05 -0.06 -1.5% 5.44
3.71 -0.14 -3.6% 6.21
7.27 -0.05 -0.7% 6.26
1485 +85 +6.1% 3.44
4.20 +0.09 +2.2% 6.46
9966 +774 +8.4% 1.31
176 +1 +0.6% 2.26
345 -6 -1.7% 4.80
5510 +494 +9.8% 2.27
5681 +283 +5.2% 0.88
4345 +90 +2.1% 2.04
1 +0.06 +6.4%
6.71 +0.06 +1.0% 6.41
500 -11 -2.2% 2.40
14900 -75 -0.5% 2.58
1335 +50 +3.9% 4.05
6.28 -0.14 -2.2% 7.44
560 +15 +2.8% 1.67
2.88 -0.14 -4.7% 2.10
9.22 +0 +0.0% 5.02
3.62 -0.07 -1.9% 6.40

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

1550 -5 -0.3% 1.02
4.69 -0.95 -16.9% 1.41
1046 -3 -0.3% 1.90
5.26 +0.17 +3.3% 2.68
16.65 +0.15 +0.9% 1.48
3.66 +0.08 +2.2% 8.16
32.40 -0.70 -2.1% 2.36

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

13180 +1195 +10.0% 1.14
375 -5.50 -1.4% 0.42
1425 -35 -2.4% 0.88
1568 +48 +3.2% 0.97
19000 +0 +0.0% 0.79
3430 +50 +1.5% 1.38
8.11 -0.25 -3.0% 4.30
160 -8 -4.8% 1.05
6.57 -0.35 -5.0% 5.74
4100 +0 +0.0% 0.68
3141 +8 +0.3% 0.54
7140 +100 +1.4% 1.35
81.50 -0.20 -0.2% 2.35
8.94 -0.29 -3.1% 4.72
30247 +837 +2.8% 1.24
2.75 +0.01 +0.2% 4.73
2760 +152 +5.8% 2.35
4.20 -0.14 -3.3% 3.36
4970 +35 +0.7% 0.29
5.86 -0.34 -5.5% 3.74
13715 +205 +1.5% 2.49
4.49 -0.24 -5.2% 5.34
9970 +210 +2.2% 2.72
239 +14 +6.2%
281.50 +11.50 +4.3% 0.97
3.09 -0.01 -0.3% 2.74
2058 +104 +5.3% 1.10
147.20 -0.60 -0.4% 2.08
45.10 -0.40 -0.9% 0.44
4.38 -0.23 -4.9% 5.09
1675 +5 +0.3% 0.75
1276 +18 +1.4% 1.64
1590 -20 -1.2% 0.83
569 +14 +2.5% 1.27

MEDIA & 
INFORMATION YIELD 2.30%

X 3.9%

LEISURE
YIELD 2.72%
Z 0.7%

METALS
YIELD 2.67%
X 0.9%

MOTORS
YIELD 1.78%
X 0.3%

UTILITIES 
& TELECOMS YIELD 3.66%

Z 2.7%

TRANSPORT
YIELD 2.59%
X 0.2%

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 .....................£

7.50 -0.15 -2.0% 2.15
408.20 -8.50 -2.0% 2.06
1186 -172 -12.7% 0.82
7.05 +0.07 +1.1% 3.19
5.80 -0.09 -1.5% 2.98
6.49 -0.43 -6.2% 2.22
1548 +28 +1.8% 1.10
539 +0 +0.0% 2.97
7.29 -0.53 -6.7% 4.03
44.80 -1.80 -3.9% 1.21
249 +8.40 +3.5% 1.02
2.50 -0.12 -4.4% 0.83

Company Country Price Change %change Yield
133 +14 +11.8%
978 -2 -0.2% 0.56
5.95 -0.20 -3.3% 0.54
5.78 +0.01 +0.1% 1.75
0.09 +0 +0.0% 2.27
2.83 -0.07 -2.6% 0.70
2937 +87 +3.1% 0.88
3110 +115 +3.8% 2.13
2.78 -0.04 -1.4%

SERVICES
YIELD 1.07%
Z 1.9%

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

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 .....................£

7.07 -0.39 -5.2% 3.45
10.26 -0.01 -0.1% 2.70

OIL
YIELD 2.25%
X 1.0%

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 .....................£

COMPANY RESULTS

Date Company Country Sector Period Profits (m)
current previous

Reported results for the seven days ending 24 June

18 June Moulinex France Electrical 12 months Ffr 29 -702
19 June Caledonia UK Financial 12 months £ 76 40
19 June Courts UK Retail 12 months £ 30 23
19 June ED&F Mann UK Conglom 12 months £ 85 81
23 June Lonrho UK Conglom 6 months £ 85 81
23 June Trumpf Germany Engineering 12 months Dm 123 105
23 June Yorkshire Food UK Food 12 months £ 26 6
24 June Vendôme Switz/UK Retail 12 months Sfr 510 472
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Attitude at altitude is
please don’t talk to me

TRAVEL
BRIEFS

Business travellers
have one thing in
common, writes 
Bruce Martin

Touch is a royal
seal of approval

Tasty: this soup tureen is expected to fetch up to £35,000

Laura Suffield
OW does a business
traveller choose an
airline? The most
important criteria are

a convenient schedule and a
reputation for safety (closely
followed by punctuality,
comfort, legroom, and an
efficient check-in), accor-
ding to the OAG Business
Lifestyle Survey 1997,
published this month. It sur-
veyed the attitudes and
behaviour of 5,250 frequent
travellers in Europe, the US,
Australia and the Far East.

Cheap fares ranked only
ninth in factors influencing
choice, coming after fre-
quent-flyer schemes, helpful
cabin staff and advance seat
selection. The more he or
she travels, the more the
business traveller looks for
frequent-flyer awards and
executive lounges – and the
less interest he has in cheap
tickets. But, surprisingly, 44
per cent of the respondents
had travelled in economy on
business recently. 

Travellers in the survey
were mostly male: only one
in ten was female, with
Hong Kong having the high-
est proportion of women
travellers (at 17 per cent).
They were middle-
aged: the average age
was 48. They were
married. And on aver-
age they were senior
managers with a small
service-sector com-
pany: such people
made up 50 per cent
of the respondents.
They made 21 busi-
ness trips last year,
and spent 37 nights
away from home.

Ian Wheeler, mar-
keting director at
OAG for Europe, the
Middle East and
Africa, picks out four
key themes in the
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Agents and prosp
survey’s results. “First,
despite all the airline adver-
tising and promotion of such
things as in-flight cuisine
and entertainment, time,
and therefore the conve-
nience of schedules, is the
most valuable thing for the
business traveller. 

“Second, the truth is that
business travellers are not
young high-flyers working
for big multinationals. They
are much older than the
people you see in the
adverts, especially the Amer-
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icans, half of whom are
more than 55 years old.
They spend a considerable
part of their working life
travelling, and they work
hard.

“This was the first time we
have asked business trav-
ellers about their use of
technology, and their replies
were interesting. Nearly a
quarter of them have acce-
ssed the Internet, but only
four per cent have used it to
book an airline seat or hotel,
most of them Americans and
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Japanese. There is potential
there, but some nationalities
seem very wary of the
Internet, especially the
British and the French.

“And finally, the differ-
ences in cultural traits make
fascinating reading, despite
the fact that business trav-
ellers lead such similar
working lives. The big differ-
ences are their priorities
when they’re flying. The
French like their comfort,
their food and drink during
the flight; the British are
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at 1-345-945-5369.
especially fond of executive
lounges; Americans are the
most avid for FFP miles.”

On reaching their hotel,
most travellers settle down
in front of the satellite/cable
TV: only three out of every
ten interviewed for the sur-
vey go to the health centre.
The French are the biggest
users of room service and,
along with the Singa-
poreans, the biggest televi-
sion addicts. Asian travellers
can’t relax and forget about
work: they are the most
likely to demand business
facilities and to send faxes
from their room. 

British travellers drink
more than other nationali-
ties on long-haul flights, but
they are also (along with
Australians) the most safety-
conscious. The French are
the most nonchalant flyers,
unlikely to bother about
safety announcements and
very likely to subvert corpo-
rate travel policy by travel-
ling with their favourite air-
line. Germans book travel
through the correct corpo-
rate channels and hand over
air miles to the company.
But they are also, surpris-
ingly, the keenest on getting
a cheap seat. 

Americans are the oldest,
the most work-oriented, the
most independent, and the
most schedule-driven. The
Japanese are madly enthusi-
astic about the Internet for

planning travel. Singa-
poreans are the
youngest travellers in
the survey, the most
likely to work out in
the hotel gym, and
show the least interest
in frequent-flyer pro-
grammes. 

Business travellers
are all different, but
they all have one thing
in common. They will
do anything on a plane
– sleep, read, work,
eat, listen to music –
as long as they don’t
have to talk to the per-
son sitting next to
them.

so
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ams
R ONE, the fast-growing
n airline, has started its first
national service, linking
 Linate and London

sted with five flights per
through a code-sharing
ement with Air UK. The
ess-class return fare will

370 ($692), with no
ictions except that the
d-trip must be completed
n three days. 
til 5 July, however, 
engers on Air One (the
e is a curious pun: airone is
n for “heron”, the bird on
irline’s logo) can take
advantage of an introductory
fare of £149.

Bruce Martin

r SABENA is launching flights
between Brussels and Beirut.
There will be three flights per
week between the Belgian 
and Lebanese capitals. It is 
part of a route-expansion 
which will also add services to
Palma and Nantes. In
September, the airline will al
introduce a daily service
between Brussels and
Toulouse.

r THE regular feature on th
cost of travel in Business
Traveller magazine reveals th
month that the most expens
place in the world in which t
buy an international news 
magazine is Angola, closely
followed by Kyrgyzstan. 
Djibouti takes a distant third
place in the list.
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To advertise in the

Property Section

please contact

Leo Rayman or

Jennifer Mullen on
+44 (0)171 418 7878

(tel) or

+44 (0)171 713 1835

(fax)
S LATE as the 17th-
century it was
believed that the
touch of a royal hand

had healing powers. The
royal touch still has its
value, particularly in the
art market: the fact that a
work once belonged to – or
merely came into contact
with – royalty always
seems to add value to it.

In mid-June, Sotheby’s in
London made an outstand-
ing £11.15 million
($18.2m) for a collection
of illuminated manuscripts,
the highest total for a man-
uscript collection ever
made at auction. Among
the 34 lots offered was a
set of the gospels made in
a monastery near Colmar
in northeastern France in
the ninth century. These
were the oldest gospels
remaining in private hands,
and were also remarkable
for their marvellous, fresh
condition, the vellum
pages barely stained and
the red ink still bright.

The manuscript was
apparently made for Queen
Theutberga, the wife of
Lothaire II, king of
Lorraine from 855 to 869.
The queen became the
abbess of a convent after
her divorce from the king.
Last seen on the interna-
tional market in 1979, it
sold for £1,101,500 (esti-
mate £1m to 1.5m).

A more famous divorced
monarch was also evi-
denced in the salerooms
this month. A sumptuous
set of Gobelins tapestry
panels made for Napoleon
for the Grand Cabinet at
the Tuileries was offered
by Sotheby’s in London on
13 June with an estimate
of £40,000 to £70,000. It
sold for £353,500.

The six red-and-gold
tapestries depicted martial
trophies with Imperial sym-
bols, each surmounted by
an eagle. Napoleon himself
chose the red colour for
the backgrounds, as befit-
ted decorations which
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EK, IMMEDIATE
, NO AGENCIES
us villa with large
ouse and garden

ing, hall, kitchen, 6 beds,
, garage, office, 4 cellars,
ls. Each level +/- 230 m2.
e: 525 m2 with 5 coldstore
s, easy truck access.

lot: +/- 47 ares.

1 km from Brussels
it Groot Bijgaarden.

: BEF 32 Million.
: +32 2 568 00 80 
+32 2 568 00 70

Picturesque, pa
property in bea

Okanagan, Britis
Canada. Private
all amenities. 16
meadow + trees
good neighbour

comfortable fa
seasonal creek, 

much more. T
place for the p
loves nature bu
want to live in

Price: $ 450,000

Phone: 001-25
Fax: 001-250
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by
would hang in the most
important room in the
Tuileries, where most of
the official ceremonies and
audiences were held.

There is no shortage of
collectors in the market for
Napoleon memorabilia,
and Christie’s sale in
London on 1 July offers a
chance for the less affluent
enthusiast. An elaborate
chalk drawing of Napoleon
by Innocent-Louis Gou-
baud (a little-known artist
who was drawing master to
the King of Rome in 1808)
is estimated at £4,000 to
£6,000. Napoleon is wear-
ing a velvet beret with a
long feather in it, which
looks rather comical to the
modern eye; but there is
no mistaking the famous
features, nor the large “N”
inscribed on the throne.

A fine piece of porcelain
coming up at Christie’s in
its London ceramics sale
on 7 July has the double
IAL
SPAIN

PORTUGADA

STERLING BARGA
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Valencia/Alicante. Substantial exec
struction. This private villa has lov
athrooms, shower room, 2 cloakro

ng pool. Impressive entrance beau
 with filtration system. Abundant w
sandy beaches. At only £187,000 (
 exceptional value ideal for perma
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ALGARV
Unique large restored
house next to village
1.5 HA. Patio with o

trees, terrace 40 m long
to FARO airport, 15 

beaches. 4 bedroo
4 bathrooms, 3 living 

storage rooms, kitchen
room & outbuildin

For sale £225,0

Contact owner in B
FAX: 32 2 375 8
Tel: 32 2 375 01

storal view
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h Columbia,
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 - Canadian

0-838-6986
-546-8554

Classified Adv
you are based in the following
 LOCAL REPRESENTATIVE

MANY Mognol & Carroll Tel: +49 26

RN EUROPE W Atzelsdorfer Tel: +43

Milan & North: Tecnoinform Tel: +39 2

ALY Central & South: Tel: +39 761 48

TENSTEIN: Harald Buhler Tel: +41 7

taluna, Aragona, Basque Country: Mike

ndalucia: Joan Davies Tel: +34 5 283 

UBLIC OF IRELAND: John Hendrick

LAND: Peter Bailey tel: +44 (0)131 343

AST: Hutton Media Ltd. Tel: +852 528

USA: Please book direct with
+44 171 418 7878 (tel) +44 17
 e-mail on e-mail:101512,365
attraction of having been
commissioned by one
monarch as a gift for
another. The neo-classical
soup tureen was part of a
large service commis-
sioned in 1781 by Fer-
dinand IV, King of Naples,
as a gift for his father,
Charles III of Spain. 

Other pieces from this
service have come on to
the market in recent years:
a pair of wine-glass coolers
sold for $220,000 at
Sotheby’s New York in
1989.

The most outstanding
feature of the tureen is its
lid, which is decorated with
a standing figure of
Hercules fighting an ener-
getically-modelled Nemean
lion. 

The whole piece is
inspired by the vogue for
archaeological excavations
in Pompeii and Her-
culaneum. The tureen is in
good condition and
Christie’s is expecting a
price of £25,000 to
£35,000.
L UK
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RESTAURANT
FREEHOLD FOR SALE

IN THE HEART OF SUSSEX
- 60 MILES FROM LONDON

17th century long established, well
appointed beautiful auberge/

restaurant. 60 covers + private
room for 20 - large kitchen,

cellars, garages, car park, 5 bed-
room accommodation - garden -
Large turnover, excellent profit.

Price £600,000.
Everything in top condition

(must see to believe).

PO Box 47 Hailsham BN27

ertisers
 areas, please contact
 to place an advertisement

33 7187 Fax: +49 2633 95917

 7234 87881 Fax: +43 7234 87882

 48 010643 Fax; +39 2 48 012333

5008 Fax: +39 761 485002

5 373 1183 Fax: +41 75 373 3247

 Mulvaney Telefax: +34 72 3020 84

0831 Fax: +34 5 283 1501

 Telefax: +353 (0)21 885 608

 2323 Fax: +44 (0)131 332 8822

 9135 Fax: +852 528 9257/9281

 London office on
1 713 1835 (fax) or
7@compuserve.com.
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John Global on
the home run

Taste of wartime history at London’s Vineyard

A fictional character
travels the world to
show how city living
costs differ, writes 

Clive Branson
THE Vineyard, a Grade-II listed
house in Fulham, west London, is
for sale at £6 million ($9.6m),
writes Clive Branson. Some of the
property dates back to 1680, and
the existing building has remained

unaltered for 200 years. It was
once the home of the late Lord
Beaverbrook, who held political
meetings there during the Second
World War when he was a 
member of Winston Churchill’s
INTERNA
PRESTIGIOUS PROPERTY

rare opportunity to purchase one of the landmark cha
Secluded onapproximately 400 rolling, wooded park-li
hour from Paris in the rolling hills of the Matz Valley

greenery, BELLINGLISE, its proud features bathed in gen
ness to the History of Valois. This elegant XVIth century
refinement, distinction and art de vivre, gives its new own
nity to live in a work of art. Here,  majestic rooms work in 
a special charm with secret rooms, a spiral staircase and 
and grandeur of a bygone era, yet lovingly restored with
conveniences for grand scale entertaining and family li
storey Chateau was started in the 12th century and finished
tury. There are 7 reception rooms, 35 bedrooms, all with
bathrooms, a commercial gourmet kitchen, a banquet ha
main staircases plus a 12th century staircase, 12 fireplaces,
a 200 car motor court. There are 10 additional rooms in the
mer hunting lodge) and the Valois contains 6 conference r
hall for 200, and 12 more bedrooms. From the terrace, 
pools which, mirror-like, reflect the blue skies of Picardy
rounding the Chateau is a landscaped park, the balance of th
est and 1/3 farm land with excellent potential for developm
class golf course. The Chateau de Bellinglise is in a prime l
minutes from Charles DeGaulle airport. The Chateau is o
for only $8,000,000 US Dollars.

Equis International
8530 Wilshire Blvd. S.404 Beverly 

CA. 90211-3127
+1 310-8558686

CHATEAU DE BELLINGLIS

A

cabinet. The house has remained
in the same family since then. It is
set in 0.4 hectares of land, its 
privacy assured by a surrounding
brick wall. It has six bedrooms
(two with en-suite bathrooms), a

third bathroom, and three 
reception rooms. There is also a
one-bedroom staff cottage and 
numerous outbuildings. 
Contact: Aylesford, tel +44
(0)171 351 2383.
OPERTY BRIEFIN

TIONAL PROPERTY - R

TRAVEL & LEISURE

FRANCE

IRELAND

BOOKS &
PUBLISHING

Only 170 km from Paris and 15km from Dieppe, this very
beautiful Chateau built by a minister of Napoleon III as an
extension to an 18th Century hunting lodge, offers a 50 m

gallery, large circular living room, music room, library,
2 dining rooms, kitchen. First floor: 6 bedrooms including 

4 apartments with ensuite bathroom, linen room. Second floor:
large playroom, 4 bedrooms and an attic. Large cellar,

Caretaker's house, 4 garages, 2 lovely houses in need of
restoration (laundry, pastry room, wood-shed...). Magnificent

enclosed park of 9 ha. Tennis court. In perfect condition,
new roof, central heating, fireplaces in all the rooms.

FOR SALE BY OWNER: 4,900,000 FFR

TEL: +33 2 35042984
FAX: +33 2 35851512

NORMANDIE

PR

Lam

the Luber

all main 

Id

on e

Easy shop

Very qui

large "sa

kitchen, h

completel

Cond

large ope

He

p

Price: 

Tel/fa

LO

RE
ne

Pres
C

Livin
Farmh

(10
2nd

Pr

Tel:
Fax:

FRAN

G
GRE

Nic
R

APPRO

2.2

Con
Tel

INSHE HOUSE, KILLARNEY ROAD,
MILLSTREET, CO. CORK

On c. 1.88 acres
An imposing and charming six bedroom period

style residence with river frontage.
Prime location five minutes from town.
Excellent condition, private grounds.

Accomodation: 6 bedrooms, bathroom, three
reception rooms, kitchen, utility room,

garage and store houses. This is an exclusive
property in excellent condition and permission

has been applied for seven houses on land at the
side of the house. The property can be offered in
one or two lots. Viewing highly recommended.

Irish & European Cork,
23 South Mall, Cork, Ireland.

Tel: +353 (0)21 277606 
Fax: +353 (0)21 275596
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READERS’ 
NOTICE

Before purchasing tickets,
readers are advised to

check that flight operators
are  members of ATOL or

ABTA, or are licensed
operators within country

of sale.

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
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CYAN MAG YELO BLC
YOUNG banker in his
mid-30s, John Global’s
work could take him
to any of the world’s

financial centres. His name
sounds too good to be true,
and it is. 

Global is a fictional char-
acter invented by the Knight
Frank agency to dramatise
the difference between liv-
ing costs in 18 major cities.
The agency has estimated
what his local salary would
be in each city, given him an 
averagely priced three-bed-
room apartment in a good
central district, and worked
out the relationship between
the two. 

The most striking compar-
ison in Knight Frank’s
report is that between the
Far East and north America.
Global would have a hard
time in Hong Kong: to buy
the apartment would take
very nearly eight times his
annual salary (estimated at
$240,000); and if he chose
instead to rent, that would
take 20 per cent of his earn-
ings. To make things worse,
this year property costs in
Hong Kong are expected to
rise by 15 per cent.  

Other Far East financial
centres are almost as expen-
sive. In Singapore it would
take him 6.7 years to buy
his apartment, in Tokyo 5.3
years. In Mumbai (formerly

A
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British owner 6 years,
leaving France

£110,000 / $170,000 O.N.O.
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REAT LOCATION.
AT VIEW (20 min from 
e Airport and beaches)
USTIC VILLA 96 m2

GARDEN 2400 m2

VED PERMIT TO BUILD 
FOR SALE

00.000 French Francs

tact owner in Italy
/Fax +39 2 5462199
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K

Bombay) there is a shortage
of quality accommodation.
Knight Frank reckons his
salary there would be only
$35,000, and he would 
have to spend 6.4 times 
that amount to buy a prop-
erty. Renting would con-
sume 51.4 per cent of his
earnings. 

Steve Mallen of Knight
Frank says that the property
costs in a number of cities
are unsustainable: “We are
predicting no growth in
Bombay, Singapore or
Tokyo. The living costs in
Hong Kong force most local
young bankers to live with
their parents.”

At the other extreme, if
John Global were working in
Montreal it would take only
1.8 times his annual salary
(estimated at $200,000) to
buy a property; and if he
rented that would account
for just nine per cent of his
earnings. New York, where a
large part of the Manhattan
apartment market is still –
for the time being – subject
to rent control, also per-
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forms well in the analysis.
The cost of Global’s apart-
ment there would be three
times his annual salary –
which Knight reckons would
be 50 per cent higher than
in Montreal.

Some European cities
have housing costs among
the lowest in the world. The
banker’s apartment in Milan
would cost twice his salary;
in London (where Knight
Frank estimates his earnings
at $225,000) the figure
would be 3.6 times, in Paris
3.8. In Brussels it would be
only 2.1, despite a salary of
only $90,000. Rental rates
in London and Paris are, on
the other hand, very high:
29 per cent of salary in the
former, 22 per cent in the
latter. 

Knight Frank also calcu-
lates John Global’s spending
on recreation and leisure. At
the top of the list are 
New York and San Fran-
cisco, where he would spend
an average of $1,500 a
month. Close behind are
London ($1,400) and Paris
($1,200), followed by
Brussels and Moscow (both
$1,000). 

Interestingly, the figure
for Tokyo is a very low
$420: this, says Knight
Frank, reflects the fact that
young bankers there have a
limited social life.
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r THE strength of the
London office market
has been highlighted
by bid prices for buildings 
(including the corner site 
at 6-16 Sloane Street, 
pictured left) which form part
of the BP Pension Fund’s
estate. 

The DTZ Debenham
Thorpe agency received 
20 bids from foreign and
British investors and 
institutions for the 
buildings, some of which
exceeded the guide price by
25 per cent. The entire 
portfolio was sold for about
£125m ($200m) to a Middle-
Eastern client of agents
Saxon Law. 

r THE congress of the 
international association of
organisations devoted to
improving urban and

PR

regional development, the
INTA-AIVN, will be held in
Lisbon on 21-25 September. 

The meeting will cover 
all aspects of urban 
development including 
security, transport, social
integration and – 
particularly relevant with 
the impending millennium
celebrations –  how large
projects can act as a catalyst
to development. 

The delegates will be 
able to see at first hand 
work on this type of major
project, Expo ’98, which
opens in Lisbon next May.

r A HOUSE on Lake
Maggiore built in the 18th
century by the Duke of
Savoy, Villa San Antonio, is
on the market through
Casa Travella 
with an asking price of 

L661 million ($390,000). 
The property has a private

beach and a boat mooring.
Among its original features is
a secret garden with a 
fountain. The ground floor is
self-contained, with a 
bedroom, reception room
and small kitchen. On the
other two floors are a 
ballroom, reception room,
three bedrooms and a 
bathroom. 

There is also a large roof
terrace which has a small
kitchen area. 

The villa is five minutes’
drive from the Stresa-Milan
autostrada, giving easy
access to Milan’s Malpensa
airport. Contact: Casa
Travella, tel +44 (0)1322
660988.

G

ERCIAL

ITALY

UK

TZERLAND

INTERNATIONAL
PROPERTY

Readers are advised
to seek appropriate
professional advice
before entering into
any commitments.
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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

AY PARK KENT
IC OPPORTUNITY
TY INVESTMENT
TH INCOME

 Leisure Park
(increasing)
ay homes with consent to expand
syndicate
ick sale £850,000 o.n.o

o. P421, The European Ltd.
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It is – and, would you believe it, he’s driving the new Ford Puma

How a star
was re-born
for the Ford 
campaign

Steve McQueen is 
back behind the wheel,

writes David Short

MEDIA

Demanding
future for

home video 
Video-on-demand is

causing a dilemma for
Hollywood studios

It looks like Steve McQueen ...

Who’s that in the mirror? ...
NE of the hardest
tasks in creating an
effective pan-Euro-
pean advertising cam-

paign is to find an actor who
is both universally recognis-
able and appealing enough
to win consumers from
many countries and cultures
over to the brand. One
advertising agency found
that job so tough it had to
resurrect a star who has
been dead for 17 years.

The star in question is
Steve McQueen, who has
been brought back from the
dead by US motor giant
Ford to launch its Puma
sports car across Europe. Its
agency, Young & Rubicam,
decided to use McQueen
after extensive research
across Europe because,
according to the agency’s
director for Ford business,
“women were attracted to
him, so men respected him”.

That must have been
galling for today’s young
breed of movie hopefuls,
doubly so because this
smaller sportscar, built on
the Fiesta platform but
given a sports engineering
boost, is not intended to
appeal exclusively to older
people who remember
McQueen.

Ford has two age-groups
in mind for the 200kmh
Puma, says Peter Townsend,
marketing communications
manager for Ford of Eur-
ope. The first group are 27
to 35-year-olds, who he
describes as “unhampered
by practical considerations”,
which is marketing speak
for having no children. But
Ford also wants to win over
the 45 to 60-year-olds; for
them, the Puma will be a
plaything. To win over both
age groups, Ford had to
convince them that the
Puma was not just a Fiesta
dressed up for a Saturday
night on the town.

In the research, Ford and
Y&R found that McQueen
was widely recognised
across Europe. In McQueen,
says Kevin King, Y&R’s
account director for Ford,
they found what they were
looking for – “the pan-
European Holy Grail”.

Ford is borrowing the
appeal of a 29-year-old
McQueen film, Bullitt, to
get the appeal of the Puma
across. Car advertising is a
notoriously tricky medium
because manufacturers dare
not or cannot emphasise the
appeal of speed in their
commercials in most coun-
tries. But Ford gets the 
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message across in the com-
mercial, if only obliquely, by
including scenes reminis-
cent of the famous car chase
in Bullitt, up and down the
steep avenues of San Fran-
cisco. The late McQueen sits
eerily and completely con-
vincingly at the wheel of a
Puma rather than the film’s
original Mustang. 

Although state-of-the-art
technology was used to
bring McQueen so convinc-
ingly back to life, the nega-
tive of the classic film was
an essential ingredient, says
Venn. So the owners had to
be persuaded to lend Y&R
the original negative from
which all copies of the still-
in-demand movie are made,
“which Warner Brothers
were fairly concerned
about”, says Venn. 

The commercial, which
was shown for the first time
in Britain last week and
which will be seen in the
rest of Europe from Septem-
ber, also uses the original
soundtrack from the film.

At the end of the commer-
cial, Ford adds another clas-
sic McQueen movie refer-
ence. McQueen arrives at his
garage and backs the Puma
in alongside a Ford
Mustang. As he gets out, he
looks over at a black motor-
bike leaning against the
garage wall, perhaps
remembering the bike chase
in The Great Escape.

In making the commer-
cial, Ford avoided possible
criticism from McQueen’s
family by involving his son
and daughter “every step of
the way”, says Townsend.
And Ford does not expect
criticism from aficionados of
the cult film – those people
who can tell you that in the
car chase McQueen’s
Mustang is missing the
famous grille badge, or that
McQueen’s taxi driver in the
film is Robert de Niro.
During the making of the
commercial, film enthusiasts
in the advertising business
saw it as “a celebration of
the movie”, says Venn.

But then again if those
film buffs do kick up a fuss,
no doubt Ford will welcome
the extra publicity. 
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less relics caught in World W

PE

vered
 they 
len 
ities, 
ROME

Internet artefact: a grey stone Phoenician cat dates from the third century BC

Old and new: an Etruscan bone lion, set in modern gold on a co
HOLLYWOOD is likely to
exert an even tighter grip on
Europe’s audio-visual mar-
ket as a result of video-
on-demand television, accor-
ding to new forecasts,
writes David Short. 

But it is anybody’s guess
whether video-on-demand
(VOD) and near video-on-
demand television (NVOD)
will unseat Europe’s entren-
ched and growing $8.9 bil-
lion home-video market.
That will depend on where
those video services end up
on the pecking order along
the distribution path from
theatrical release of block-
buster films through to
video rental, video sales and
pay television. In the indus-
try that distribution order is
called the window system. 

Whatever happens, Holly-
wood will remain in control,
despite the European
Union’s efforts to reduce its
power. All the six major stu-
dios participate in European
video distribution through
Buena Vista (Walt Disney),
Warner Home Video, Fox
Video, CIC Video and
Colombia Tristar. These dis-
tributors oversee the entire
process of duplication, mar-
keting and distribution. As a
result they are responsible
for 61 per cent of the com-
bined rental and retail mar-
kets for video distribution in
Europe. 

Conventional wisdom has
been dictating that the
home-video industry could
be killed off by the seem-
ingly more convenient
option of electronic delivery
of films, but the report
throws cold water on that. It
predicts that the European
rental and retail industry will
grow from the current
$8.9bn to more than $10bn
by 2002. One reason is the
installed base of machines
and tapes, but another fac-
tor is that having reared a
big fat golden goose, which
is already bigger than both
cinema box office and pay-
TV, Hollywood wants to
carry on collecting the eggs.

It also knows that new
media technology takes a
long time to catch on. The
report points out that it took
eight years from the launch
of video in 1978 for it to be
reach 50 per cent of homes.

Since then video rental
has shown just how robust a
business it can be. After
falling from peak European
sales of $3.18bn in 1992 to
$2.27bn in 1993, it has ral-
lied, reaching revenues of
$2.85bn last year.

And the industry will 
continue growing, according
to the report, which esti-
mates that European video
rental markets will reach
$3.4bn by 2002, or roughly
the equivalent of the 
box office receipts in the
ide W

ntemporary chain
European cinema industry.
But little of this has been

good news for European
producers. Since 1995 more
than half of all home-video
revenues in Europe have
been taken by the Holly-
wood studios. In that year
the studios’ share of video
revenue in Europe reached
50.5 per cent and the report
estimates that the figure was
the same last year. In 1985
it was only 33 per cent. So
Hollywood will make sure
that NVOD and VOD do not
threaten that crock of gold
and will hope to add to it.
Quite how that will happen
will depend on where the
industry wants to position
the VOD/NVOD window. 

At the moment, the six
major studios determine the
process, although national
legislation can intrude. In
France and Portugal, for
instance, the law protects
cinemas by insisting on a
12-month window before
allowing video release. But
generally the Hollywood sys-
tem waits four to six months
after theatrical release.
Video retail follows some six
months later. Another six
months will elapse before a
film is allowed on to pay-TV,
and a further year before it
will be seen on television. 

Now the industry has to
decide where to position
NVOD and VOD. If they are
offered at the same time as
video on tape, the problem
of home recording and
piracy will rear its head, but
if they come after rentals the
appeal of NVOD and VOD is
reduced and so are the
returns.

If it were not for the fact
that it is the same entertain-
ment companies which hope
to profit from video-on-
demand that now prosper
from home video, the
answer would be simple –
price. On this subject the
authors seem misguided.
The report claims that
NVOD and VOD are exp-
ected to be priced a little
higher than video rental. But
that seems to fly in the face
of logic, since electronic
providers have a cost advan-
tage on the video retail 
business. 

The authors may not have
thought this through, but
doubtless Rupert Murdoch
has – and the industry is
likely to follow whatever
lead he gives.

‘The European video
industry – Does Home
Video Have A Future?’
From FT Media & Tele-
coms research. Tel: +44
(0)171 896 2234.
eb
THE Internet is becoming a valuable
shop-window for stolen works of art
and archeological antiquities. Italian
police last week said they had discov-
ered a site on the World Wide Web
offering priceless archeological relics
for sale and said they had arrested the
man they suspect of masterminding the
illegal trade, who operated under the
pseudonym of “Buddha”. Twenty-six
other people are under investigation in
the case.

Franco Zanetti, 59, a painter who
lived with his mother in the village of
Condove in northwestern Italy, was
arrested at the beginning of June and
charged with trading illegally in stolen
antiquities worth tens of millions of
dollars. Police said he opened a web-
site (http://www.webstore.fr/archeo)
through an Internet provider in the
southern French town of Nice in order
to offer his wares to collectors around
the world.

Finance police officers from the
neighbouring Italian town of Susa, 
who mounted an eight-month investi-
gation into the alleged archeological
contraband, said the site enabled
Zanetti to contact clients in France,
Britain, the Netherlands, Belgium,
Switzerland, Luxembourg, Austria,
Germany and the United States. The
Internet’s global reach also made it an
ideal medium for contacting suppliers
from around the world. 

Investigators said Zanetti was offer-
ing artefacts obtained from the most
important archeological sites in Iran,
Turkey, Egypt, Syria, Iraq and Leb-
anon, as well as from sites in Italy.
They said Zanetti had been engaged in
the illegal trade since 1980 but his
business had expanded rapidly after he
opened the Internet site two years 
ago.

“As far as I am aware, this is the first
case of its kind, but it could be just the
tip of an iceberg,” says Captain
Antonio Del Gaizo, commander of the
finance police unit in Susa. “The traffic
was not discovered because of the
website but the discovery of the site
confirmed our suspicions and enabled
us to carry the investigation forward.”
Del Gaizo says the site was not pass-
word protected, but criminals using the
net for illicit purposes were likely to
pay increasing attention to issues of
online security in future.

The finance police have recovered
more than 300 archeological artefacts
of allegedly illegal origin, 12 sculptures
and 15 paintings, including three
authentic Picassos. “Some of the
objects have been authenticated and
they are of inestimable value,” Del
Gaizo says.

The Zanetti website is presented as a
“Private Collection of Archeological
Jewellery” and shows photographs of
ancient seals mounted on modern gold
chains. Among the most ancient
objects are a “Jamdet Nasr cylinder
seal dating from around 1,700 BC” and
a “Sumerian seal from around 2,500
BC”. Nothing so vulgar as a price is
mentioned, but visitors can use a click-
able e-mail address to contact the
owner of the collection. 

A separate section offers a series of
ancient sculptures, with a brief
description and photographs, usually
taken from three sides. Among the
most impressive are a bronze stag 
with an eagle sitting on its horns, said
to date from the eighth century BC, 
a bronze Roman dolphin from the third
century BC and a grey stone Phoeni-
cian cat from the same period.

Last year the special unit of the
Carabinieri paramilitary police charged
with protecting Italy’s artistic heritage
recovered some 27,715 archeological
artefacts believed to originate from
illegal excavations. “It is very difficult
to put a value on the trade,” says the
unit’s deputy commander Colonel
Giovanni Pastore. “Peasants who dig
up a relic on their land may sell it for a
few hundred thousand lire (a few hun-
dred dollars), but the price shoots up
when it reaches the international deal-
ers.” Pastore says L10 million ($6,000)
per centimetre provided a rough guide
to the value of ancient sculptures on
the clandestine market, with rarity
being the ultimate key to price. 

The trade in archeological treasures
in Italy is almost entirely illegal, he
says. The only items that can be legally
traded are those where the owner can
prove possession prior to a 1939 law
which assigns ownership of all buried
antiquities to the state.

Marketing the skeletal remains of
early human ancestors has also been
recently discovered on the Internet in
Italy. A skull of Homo sapiens Cro-
Magnon, “in good condition”, was
reportedly offered for sale for $28,000,
while the left side of the jaw of a
Neanderthal man found a buyer at
$5,700. The remains are believed to
come from excavations carried out in
northwestern Italy early this century,
but again experts harbour doubts over
the legality of the trade.

As criminals turn to Internet to boost
their earnings, so law enforcement
agencies are planning to enlist the help
of the World Wide Web in their battle
against crime. Pastore says: “We
intend to create an Internet catalogue
of stolen works of art as a guide 
to dealers and auction houses. We 
are discussing how widely available 
the service should be, as we don’t 
want to alert the criminals to the 
fact we know a work is stolen and so
discourage them from offering it for
sale.” 

The online catalogue will supplement
an existing catalogue which is pub-
lished twice a year in book form and
circulated to interested parties.
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MOVES
CHRIS WRIGHT will become
new business director of
Lasmo, Britain’s second
largest independent 
petroleum company, from 
21 July. Wright will succeed
Tom King, who stepped
down in April but has 
temporarily agreed to stay on
as a non-executive director.
Wright currently works for
Mobil Oil as president, new
business development, Asia
Pacific and Middle East.

JIM O’DONNELL moves from
HSBC International’s New
York office to become chief
executive officer of HSBC
James Capel, the group’s
UK-based equities operation.

OLIVIER DAVANE, senior
economic counsellor of
finance for Michel Sapin,
who was recently economist
to Goldman Sachs in Paris,
has rejoined the team of 
the French employment and
social solidarity minister,
Martine Aubry, as economic
counsellor and financier. It is
the first time that such a post
has been created for the
ministry.

AMERICAN neurobiologist
Allen Roses is to join Glaxo
Wellcome, the largest British
drug company. Roses, 54,
will head Glaxo Wellcome’s
new genetics directorate.
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INTENSIVE ENGLISH LANGUAGE COUR
tatus: Non-profit institution
ourse: Part-time executive MBA
ength of course: 18 months (Jan-June)
umber of students: 19       Foreign students: none
umber of full-time teaching staff: 20
ourse director: Professor Yuri Ogibin
ourse description: Three-stage programme, with eight courses in the

irst stage, five courses and short seminars in the second, and a final
roject
anguage fluency required: Russian and English
atio of applicants to places: 3:1
verage age of students: 32 years
verage work experience: five years (minimum two years required)
verage GMAT score: n/a (but may be required next year)
roportion of woman students: 20 per cent
ost of course: $5,000
ontact: IMISP, tel +7 812 218 9539, fax +7 812 218 0402

nternational Management Institute of St Petersburg
HE American Assembly of
Collegiate Schools of
Business (AACSB) was
founded in 1916; it has

more than 800 members, and
accredits more than 300 schools.
Most of them are in the United
States, although four are in
Canada. Now there is one in
Europe, the ESSEC Graduate
School of Management outside
Paris.

The AACSB rating is more than
a checklist designed to establish
whether a school meets American
standards. It focuses on the per-
formance of the school in achiev-
ing its own internal objectives.
The review process therefore
forces the institution to examine
itself, and often to rethink.

That is one reason why

T

ERNATIO
L EDUCATION

ensive 14 month programme with
urope, New York, South America,
chool of Economics is a private

 in the heart of Rome and Tuscany.
A (Hons) degrees in:

gement • Marketing Management
stry Management • Entertainment

Leisure Management • European
Communication Studies

litical Science •
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ouse Executive Language Centre, Dorchester Road,
Yeovil, Somerset, BA20 2RH, England

 1935 425892                        Fax: +44 1935 433381
E-mail: aldonhouse@ukbusiness.com

NE-to-ONE teaching 
y designed study programme
ars’ experience
reparation for internationally 
FL examinations
ith guests from the local business communi

SES
Maurice Thevenet, a professor of
organisational behaviour and the
ESSEC’s director, sought the
AACSB accreditation. There were
a couple of others, too. First, all
businesses, including education,
are certification-happy. Second,
although well-known in France,
ESSEC has no profile outside
Europe. If it is to develop new
markets overseas, the school has
to give its graduates a degree
which will ring in recruiters’ ears
worldwide – and accreditation
helps with that.

The AACSB decided last year
to bring its system to Europe in
search of new customers. It cre-
ated a pilot group of three
schools, ESSEC plus the
Rotterdam School of Business
and Britain’s University of
NAL EDUC

INTERNATIO

International Federa
Fédération Internatio
Internationale Verein

GENER

To promote both action against lepros
to manage a small secretariat in L
services. Can you think strategically
organisations and communicate effe
international charity concerned with
500,000 new people each year? 
A manager, probably with experienc
work organisations, and of internatio
and French fluently, write effectively
Based in London, UK. Salary around £4
Further information: ILEP, 234 Blythe R
Tel: +44/171-602 6925 Fax: +44/171-3
Deadline for applications: 4th August 1

Th

The Br
source 
looking
700 co
publish
years ex

Pl

Letting & Management
Company requires
Japanese speaking

Manager for new branch
office. Terms negotiable.

Apply for details to:
Japan Homes,

1033 Finchley Road,
Golders Green,

London, NW11 7ES

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.

Hunga
requ

Must ha
certifica

Tel: +4

FLUENT JAPANESE speaking
staff required for various Temp
positions with Int'l Co's. Ashford
Associates Tel +44 (0)171 626
4592
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English courses throughout the ye

Train to Teach En

❖ 25 days for only £
Fee includes 

■ 60 hours of classes ■ accommodation w
■ airport transfer ■ 6 trips out of Lond

and many extras

■ Trinity TESOL Certificate 
■ 4-week courses including teaching p

67-83 Seven Sisters Rd., Holloway, London 
Tel: 0171 561 0066   Fax: 0171 561 0057
e-mail: lmc@lmc1.demon.co.uk
web: http://www.lmc1.demon.co.uk
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London Meridian 

Learn English This

• Intensive English courses for fore
• Trained university graduate teach
• Over 25,000 students taught since
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of the review process. Warwick’s
chairman, Bob Galliers, deems it
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European pilot it has waived
those fees: ESSEC paid only the
travel and hotel expenses of the
visiting assessors. The real cost
to the school, says Thevenet, was
five months of almost full-time
work on its self-study. But it was
worth it: accreditation will help
recruit foreign students (who
make up only ten per cent of
ESSEC intake at present) and
build international links.

Coming to Europe should also
benefit the AACSB, which has
been criticised for having “inflex-
ible” requirements tailored
specifically to the American
higher-education system. The
AACSB has vowed to be open to
European influences, and both
Warwick and ESSEC indicate
that it has kept its word. 
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COURSES
r SUMMER scholars can
combine business studies
with business English at the
European Business School
(EBS) in London. In July and
August, EBS will offer four
two-week courses: Business
& Management Operations,
Introduction to Economics,
Introduction to Accounting
and Finance, and Principles
of Marketing. Students can
integrate any one of them
with 30 hours’ study of 
business English to create
their own 50-hour course at a
cost of £435 ($696), 
including excursions and a
social programme. Contact:
EBS, tel +44 (0)171 487
7507, fax +44 (0)171 487
7425.

r THE Fifth Annual 
conference on Adult
Education will be held in
Hamburg, Germany, on 
14-18 July. Organised by
Unesco, it will examine
“Adult Learning: a key to the
21st century”. Among the ten
themes of the conference will
be a focus on improving the
conditions and quality of
adult learning, and one on
promoting the empowerment
of women through learning.
A manifesto and policy 
proposals are expected to
come out of the conference.
Contact: Unesco, tel +33 1
45 68 10 26, fax +33 1 40 65
94 05, e-mail
e.taylor@unesco.org
IN 1989 the University of Leningrad and SDA
Bocconi in Milan decided to set up a western-style
business school in St Petersburg, writes Joshua
Jampol. IMISP was developed with assistance
from ESC Lyon from France, Spain’s ESADE,
Henley Management College in the UK, and the
Netherlands’ Rotterdam School of Management
(the last has since left the partnership). Sergey
Mordovin, the IMISP president, says: “They shared
their knowledge and we shared ours.”

The first task was to recruit local full-time staff,
since the Russians did not want to rely on 
foreigners. The Executive MBA course began in
January 1996, and the students graduate this
month. They take classes in two periods, January
to June and September to March; the final
months, April to June, are devoted to a field 
project. Classes are held on campus on Fridays,
Saturdays and Wednesday evenings. 

Students are on their own a great deal, so must
be capable of self-motivation. Most students are
sponsored and have managerial roles in western
firms such as Coca-Cola and ABB. Materials,
assignments, exams and projects are in English;
class discussions, however, have been split, with
the first intake between English and Russian.
However, the plan for next year’s class is to use
English exclusively. Sergey Mordovin advises
potential students not to come to IMISP “if you
want a general management MBA. Come if you
want to work in or with Russia, in an international
context”. 
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Integrity drives
new Corolla

Toyota’s latest offering
is practical, sensible

and reliable. 
Tony Lewin reports

Flexible Puma leaps ahead of pack
HE Toyota Corolla is
the world’s best-selling
car. Since it first
appeared in 1966,

23.5 million have been sold.
For the launch of the latest
model, Toyota has hired
British singer Phil Collins to
promote it. His market is
middle-of-the-road and mid-
dle class. And so it is with
the Corolla.

The eighth-generation
vehicle is the first to be built
in Europe (production in
Britain starts late next year),
and the first to acknowledge
European input in its design
and finish. Although the
medium-sized hatchbacks
are still cautious in their
overall concept, they now
sport details which bring to
mind more exciting and styl-
ish models. At the front, a
rectangular grille and round
lights suggest the rally ver-
sion Toyota Celica, while the
large rear lights echo those
of the Fiat Bravo.

This may be a departure
from the “shy, retiring
demeanour” (Toyota’s
description) of its predeces-
sor, but it is a long way from
the boldness and originality
of new Fiats or the Renault
Mégane. Inside it’s the same
story: sensible and practical
rather than stylish and

T
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sophisticated, with firm
seats, an adjustable steering
column, big instruments and
a well-placed radio. 

On the move, the first
thing you notice is how
smoothly the Corolla rides –
at least in the cheapest, nar-
row-tyred version. The
power-steering (fitted stan-
dard, along with dual
airbags and electric win-
dows) is positive and pro-
gressive, providing accurate,
stable handling.

Coarser surfaces generate
some tyre noise, though even
in the 1.3-litre model the
85bhp engine is sweet and
refined unless pushed
towards its limit. But there is
no getting away from the fact
that this is a large car for a
not very large engine, espe-
cially when you have passen-
gers and luggage aboard.
Fuel consumption figure is
6.3 litres per 100km.

Launched along with the
new Corolla is a new Toyota
philosophy, aimed at provid-
ing more “emotional involve-
ment’ with the customer”.
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The traditional XL and GL
trim-level badges have been
ditched in favour of “Linea
Terra” and “Linea Luna”
themes. The former has a
basic (and low-priced) style
aimed at the more tradi-
tional Corolla buyer, while
the more fashionable Linea
Luna is intended to attract
new customers. In addition
there is the maverick G6
model, aimed at the young
buyer, which has a six-speed
gearbox coupled with the
1.3-litre engine. 

Four different body styles
are available: a three-door
hatchback, a four-door sal-
oon, a five-door hatchback
and an estate. As well as the
1.3-litre engine, there is a
1.6-litre version and a two-
litre diesel. First indications
are that the Corolla range will
be keenly priced. At £10,995
($18,009) the cheapest
model in the UK undercuts
the Opel Astra and Ford
Escort by about $1,500.

Price and Toyota’s reputa-
tion for near-total reliability
will be reason enough for
buyers to stick with it. The
Corolla is professional, with
no gimmicks, not much
sparkle, but a lot of integrity.
And that, as Toyota knows, is
what makes a best-selling
model.
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COUPES won’t sell just on looks,
according to Ford’s research. Even
the reasonably priced ones need
real substance: they must deliver
the goods that their sporty style
promises. 

Ford’s new Puma, above, does
just that. Curvy and compact, it
also has a chassis which, though
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based on the Fiesta, sends all the
right sensations to the driver.
From the low-set seat it feels fast
and agile. It responds quickly and
keenly to the steering wheel, grips
resolutely on tight bends and runs
arrow-straight at up to 205kmh.

What’s more, it is comfortable
too – at least on smooth German
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roads. There is also a decent
amount of space for two adults in
front, plus enough for two more in
the back on short journeys.

The secret of the Puma’s success
is the 1.7-litre engine, developed
from the 1.4 Fiesta unit with the
help of Yamaha, the motorcycle
manufacturer. Thanks to variable
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cam timing, it offers great flexibil-
ity and sounds good, too. 

The Puma proves that it is possi-
ble to have fun without a lot of
power and without spending a lot
of money. It will sell for 
just £14,550 ($24,000) when it is
launched in Britain next month. 

Tony Lewin
r GENERAL MOTORS has
taken the unusual step of
releasing pictures of a
model that won’t be
launched until 1999. The
Opel Zafira is a mini-van
based on the platform of
the new Astra, itself 
scheduled to go on sale
next spring. Another 
surprise is that the 
construction of the first few
thousand units is expected
to be entrusted to Porsche.
The reason is not yet clear,
since industry sources 
indicate that the Porsche-
built examples will not be
tuned for performance or 
handling, nor carry 
extra-luxurious trim.

r THE European operation
of the car auction specialist,
Brooks, gets into gear in
the summer with the sale of
Graham Hill’s 1962 Formula
One BRM (right) at
Goodwood
in June, and
of Gerhard
Berger’s
1988 Italian
Grand Prix-
winning F1
Ferrari and a
Ford GT40
Le Mans
racer at the
Nurburgring
in August. In
addition a
very special
1938 Bugatti
Stelvio

Cabriolet will be sold at the
high-society Longchamps
Concours d’Elegance near
Paris in September.
r THE Japanese are failing
to capitalise on new 
markets in central and 
eastern Europe, says a

study by
automotive
consultants
Harbour
Wade Brown.
It estimates
that there are
41 million
cars on the
road in 
central and
eastern
Europe, with
ownership
levels of just
98 cars 
per 1,000
EST
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inhabitants, compared with
436 per 1,000 in the west.
Ownership is highest in
Slovenia, at 349 per
1,000 population, and 
lowest in Albania, with five
per 1,000. Half of the area’s
new cars are of local 
east European 
manufacture. Western 
firms (which in the survey
include Fiat’s Polish 
operation and VW’s Skoda
division) take one in three
sales. Koreans 
manufacturers, primarily
Daewoo, have 11 per cent
of the market, while Japan
trails far behind with just
one-third of the Korean
sales total. The leading 
single brand in the area in
1996 was Russia’s Lada
Azto-VAZ.
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A BRIDGE
TO CHINA:

Consulting, Business
Development and Strategic

Introductions.

Fax Attention F.D.G
(852) 2545 0550

OFFSHORE COMPANIES:
JPCR. Tel: +44 (01624) 629529
Fax: +44 (01624) 629662.

International Foreign Exchange Corporation S.A.
IFEXCO’s offer is to open accounts for private
individuals, professional investors and corporations.
Margin 3-5%                            24hour trading desk

SEE US ON BBC WORLD/PRIME TEXT PAGE 335
ON INTERNET: www.ifexco.ch

Call now for a free information package
& our daily newsletter +41 22 849 7411

86 bis Route de Frontenex-1208
GENEVA-SWITZERLAND.

24hr +41 22 849 7440 - Fax +41 22 700 1913
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TRADE FINANCING
Discounting of acceptable

Bills of Exchange and
Promissory Note, also
Back to Back Letter of
Credit arrangements.

GENERAL EXPORT &
TRADING COMPANY

P.O. BOX 137
CHISLEHURST KENT BR7 5XB

TELEPHONE
+44 (0)181 467 7282

TELEFAX
+44(0)181 467 6744

PROJECT FINANCE

Funds available Worldwide 
Venture Capital/
Business Finance

Broker Enquires Welcome

FAX +44 115 924 7846

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.

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.

CHEAPEST BANKRUPTCY
AND CLEARANCE CLOTHING

APPAREL IN THE WORLD.
A FULL 40FT CONTAINER
FOR 98 PENCE/0R US $1.60

PER GARMENT.

FAX +44 121 544 0444
OR VISIT OUR WEBSITE ON

http://www.stock.plc.uk

HOTEL/MOTEL
USA with VISA

Largest inventory

$300,000 min. down

Fax: +1 505 869 1326

High Level
LADIES & GENTLEMEN

wanted worldwide as 
Freelance Agents/Representatives

High commission.

CD-C, POB 224, CH-8056 Zurich
Fax +41 1 371.71.08

e-mail
101613.2373@compuserve.com

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).

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

LIBRAIRIE FRANCAIS
LONDRES

T/O £200K, PROFITABLE,EST'52, NICHE MARKET,LITTLE
COMPETITION, PRIME LEASEHOLD SITE. OUR REF:   01AGK

B U S I N E S S  F O R  S A L E  P L C

The confidential UK Business Brokers for family/ medium sized
business Confidentiality Guaranteed phone 00 44 1325 484000 

HOLIDAY PARK
KENT FANTASTIC 

OPPORTUNITY
PROPERTY

INVESTMENT
WITH INCOME

• Large Holiday Leisure Park
• Good income (increasing)
• Over 300 holiday homes

with consent to expand
• Suit family or syndicate
• Bargain for quick sale

£850,000 o.n.o

Reply to Box No. P421,
The European Ltd.
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AN INCREDIBLE INVENTION
Proven to cut electricity costs
by up to 40%. Manufacturer
seeks UK and overseas distrib-
utors for this top quality high
tech product with amazing cus-
tomer demand.TEL: +44 (0)
1872 223000 (FAX: 264325) for
info pack. 

BI-LINGUAL? Need a
chance?Int.Co.expanding in
Europe and Asia Tel.44(0)171-
6443468

BANK COMMITMENTS FOR
"FUNDS FIRST" TRANSAC-
TIONS MULTIPLY YOUR
RESOURCES BY TWENTY TO
THIRTY TIMES. TEL: +1 561
637 4363  FAX: +1 561 637
4364.

BUSINESS FINANCE AVAIL-
ABLE for any viable projects
worldwide. Fax brief Synopsis
in English to Corporate
Advances on +44-1273-621300

USA IMMIGRATION LAWYER
Greencards, work visas, etc.
J. O’Shea. +1 718 545 8092

IMPORT/
EXPORT

SHRIMPS / JEANS / T-SHIRTS
@ 85p. 100,000pcs. tel:44-151-
707-8543 Fax: 001-305-532-
5696.

COMMERCIAL PROMISSORY
NOTES backed by top bank
SLC 1 Aug 97.$1 1 Mill up to
$10 Mill.Maturity February
1998.Discount price 88%.Fax
coordinator (49) 5141 24410

EARNING POTENTIAL £600-
2000 plus per month, from
home, PT/FT. CALL +44 (0)115
9429542 (24hrs info line)

M I L L I O N A I R E  I N C O M E !
Contacts in Poland / Austria /
Germany / Holland? 
Tel: +44 1273 326 203
Fax: + 44 1273 326 204

V E N T U R E / C O M M E R C I A L
FUNDS available, Joint Venture
projects considered.  Phone
+44(0)1222 397793  Fax
+44(0)1222 221128
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BUSINESS PORTRAIT

JEAN RENÉ FOURTOU

The Platini of Rhône-Poulenc

Teamwork: Fourtou believes his workers should have a stake in Rhône-Poulenc; more than 80 per cent of them have shares in the company

CHRISTIAN BELLAVIA
S JEAN RENE Fourtou sits
in his office on the bank of
the Seine talking sport, he
bears more than a passing

resemblance to Michel Platini,
France’s most famous foot-
balling son. And the chairman
and chief executive of pharma-
ceuticals and chemicals giant,
Rhône-Poulenc, has more in
common with Platini, the man
organising next year’s World
Cup in France, than looks.

Like Platini, he is fit and
moves gracefully. His fitness is
evident when taking his execu-
tives jogging during policy semi-
nars in Provence, or in Chantilly
next to the thoroughbreds. He
has the ready smile of France’s
greatest footballer. In short, he is
a rare optimist in the gloomy
French corporate world.

Charm, plus an unrivalled
knowledge of his business, have
helped Fourtou stay out of politi-
cal trouble during a tenure both
during Rhône-Poulenc’s state-
owned and privatised spells.
Fourtou, keen golfer, tennis
player and self-confessed fanati-
cal sports spectator,
likes winners. His
staff of 75,000
worldwide includes
French Nobel Prize
winners, Jean-Marie
Lehn (Chemistry,
1987) and Pierre-
Gilles de Gennes
(Physics, 1991). A
massive $1.4 billion
a year research and
development effort
has secured wonder
drugs such as
Lovenox (anti-clotting) and
Taxotere (treatment for breast
cancer). It has also uncovered
the key insecticide molecule
Fipronil, a phenylpyrazole,
whose uses range from protect-
ing Third World rice crops to
creating the money-spinning
Frontline drops that kill fleas on
American domestic pets.

But Fourtou, speaking in his
12th floor office, wants even
more winning drugs as he seeks
to raise his return on equity from
8.7 per cent to the 20 per cent
achieved by the American market
leader, Merck.

His company has often served
as a political football in the
nationalisation-privatisation
game played out in France since
the 1980s. It was nationalised in
1982 when the government
bought it for a knockdown Ffr2.7
billion, then set for privatisation
after the Gaullists and their allies
returned to power in 1986; how-
ever, the stock market collapsed
in 1987 and the following year
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ACROSS
1 Should Irish get in worn out

metal? (7,4)
7 Second advertisement makes

one unhappy (3)
9 Silver, say, pours out from 

sections of people (3-6)
10 Fish, taking time with crude line

(5)
11 Worker’s striking for dole (4-3)
12 Essentially wreck conservative

church property (7)
13 Determination about answer (10)
16 Incline to spend day on Scottish

mountain (4)
18 People holding one to be base

(4)
19 Copy maintains price at

changes and is to increase in
value (10)

22 Pull country girl back, a slow
type (7)

23 Cause trouble about right to
horseman’s requirement (7)

25 Woman that is leaving South
African province (5)

26 Following barrel-maker was
consumer to join forces? (2-7)

27 Some idea reserved for listener
(3)

28 More than one game to try out
Lucifer repeatedly (4,7)
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24
the Socialists were returned to
power. Privatisation was post-
poned until 1993, by which time
the company’s value had
increased to Ffr34bn. Today its
value is Ffr60bn ($11bn).

Fourtou, 57, has rescued
Rhône-Poulenc by spending
heavily to penetrate specific
money-making markets in
America and Asia, and divesting
some 100 companies in chemi-
cals and textiles, the historic
core businesses of Rhône-
Poulenc, founded as a chemical
compounds company by Etienne
Poulenc in the middle of the 19th
century. Productivity has been
increased and a heavy debt
reduced, with gearing down from
72 per cent to 61 per cent and a
hoped-for 50 per cent by the end
of this year.

It is a record of which he can
be proud. In 1986 the then
prime minister, Jacques Chirac,
made Fourtou the first manage-
ment consultant, as opposed to a
financier, engineer or ruling fam-
ily member, to be appointed
head of a major French com-

pany. Admittedly, he
had attended the
Ecole Polytechnique
in Paris which, along
with the Ecole
Nationale de
l’Administration, is
the nursery for the
upper echelons of
the French adminis-
tration and business,
but he chose to be a
consultant, a career
path not considered
serieux at the time.

However, he went on to advise
Hoechst, BASF, Bochringer,
L’Oréal and finally Rhône-
Poulenc, and became an expert
on the pharmaceuticals and
chemicals sector.

Fourtou says his early life pre-
pared him for international busi-
ness. His mother died in 1940
shortly after his birth in
Libourne, near Bordeaux. His
father, a mathematics professor,
went off to war as a cavalry offi-
cer, placing baby Fourtou in the
care of his grandfather across
the Spanish border in San
Sebastian. He learned Spanish
and stayed in Spain until the age
of seven. He says that his early
years in Spain were highly
revealing and beneficial.

“It’s only a short distance, but
there’s a huge difference
between France and northern
Spain. It influenced me and
helped later when we integrated
American staff from Union
Carbide and other companies.”
And he says young French staff
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WN
You & I with change of heart in
season (7)
A cone destroyed by the sea (5)
A horrible face to turn Olga grey
(8)
Jeering remark’s not on in 
SW English town (5)
Preserve internally old Irish 

artificial lake (9)
Report about Old Testament’s

pleasing (6)
Clean works which many 
viewers like? (4,5)
Held back legal document
about song (7)
Defeat heavily with mirth after
second (9)
Tie up parts of ships which can
produce records (4,5)
In stress I had a crash (8)
Writer accepts unusual angle in
confusion (7)
Woman ruler puts Spain’s priest
in a difficult situation (7)
Wimpish person restricts 
everyone’s source of money?
(6)
Mount fierce attack from south,
against marines (5)
Korea cheerfully reduced range
of influence (5)

ACROSS
1 Gate

(7,4)
7 Blue
9 20’s 

10 Thor
11 Cha
12 Eccle
13 It’s o

(10)
16 Curv
18 Inten
19 Be g
22 One 
23 Ride
25 To d
26 Get t

effort
27 Sens
28 Inter

(4,7)

DOWN
1 The e
2 Atlan
3 Grote

(8)
4 Moc
5 Mass

supp
6 Obse
7 TV se

every
8 Put o

14 Mass
15 Parts
17 Unin
18 A m
20 Quee

(7)
21 Hold
23 Gale
24 Get a
are more willing to work abroad,
particularly in Asia where he is
building business rapidly in
China. 

Fourtou believes employees
should have a stake in the firm’s
future. At the time of privatisa-
tion in 1993 he ruled that the top
60 managers worldwide must

buy and keep stock the equiva-
lent of at least a year’s salary in
either the parent company or its
American offshoot. Some 80 per
cent of employees are sharehold-
ers, half of them outside France.
“It’s a huge proportion,” says
Fourtou. “It helps create a com-
mon view. We work in teams
GARRY Kasparov has
broken his rating
record in the new list

published by Fide. The
world champion may have
experienced some difficulty
recently with a computer
but he has no equal among
humans and is 50 points
ahead of Vladimir Kramnik
who has taken second place
from Vishy Anand.

Anatoly Karpov’s rating
has slipped  and Veselin
Topalov is still fourth. Gata
Kamsky has started medical
school and played no games
in the latest six-month rat-
ing period. Alexander
Belyavsky’s move from
Ukraine to Slovenia has
seemingly enabled him to
recapture his form.

For the first time England
have three players in the
world’s top 20. Nigel Short,
who has been the number
one for more than ten years
has knocked off his perch by
both Michael Adams and
Matthew Sadler. Sadler’s
performances for the
England team, that included
ten straight wins with black,
have sent his rating soaring.

Judit Polgar is the still the
top woman.

Kasparov and Kramnik
have dominated the tourna-
ment at Novgorod. The
world’s top two are the only
players on a plus score.
Going into the last round,

Kasparov, who lost to
Kramnik with black, is
half a point ahead.

Short, who has won three in
a row, plays the champion
with white in the last round.
Kramnik has white against
Gelfand.
Kramnik, V - Kasparov, G

Novgorod (5)
1.Nf3 Nf6 2.c4 g6 3.Nc3
Bg7 4.e4 d6 5.d4 0-0
6.Be2 e5 7.0-0 Nc6 8.d5
Ne7 9.b4 (The Bayonet
Variation which Kasparov
has rarely faced. In the past
Kramnik has preferred the
Petrosian Variation with
7.d5 or the Saemisch with

5.f3 against Kas
line has become
speciality so bo
must have been
9..Nh5 10.Re1
refinement whi
point 10..Nf4 
12.Bxf4 exf4 13
therefore takes 
hold up White’s
charge) 10..Nf4
12.bxa5 Rxa5

(Idea Nb
13..c5 (Al
weakens d

up the queensid
White can do the
land a knight 
exchange the bi
but instead Kra
ceeds in playing 
side) 14.a4 Ra6
(Black’s probl
15..f5 16.g3 Nh
Nxf5 18.g4 wi
Nh3+!? (Sac
pawn) 17.Bx
18.Qh5 Qd7 19
20.Qe3 f5 2
22.Nb5 Kh7 (22
be better and if 2
24.Qxg6 Rf6) 23
rook on a3 com
own)  23..exf4 2
25.Nf3 Ng6 26.R
Ng5+)  26..Bxf3
Ne5 28.Qh5 Q
Nxc4 30.Rf3! 
after 30..Qe7 31
is better) 31.N
(31..Qxc7 32.Q
mate!) 32.Bxf4
32..Bxf4 33.
34.Rxg8 Qxg8
wins.
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CYAN MAG YELO
committed to total quality. [He
has been head of the French
industrial quality movement
since 1991.] We are customer
driven and believe in empower-
ing our people.”

Now he wants a fundamental
change in direction. Spurred by
the strong performance of the

group’s 68 per cent-owned US
pharmaceuticals offshoot,
Rhône-Poulenc Rorer, Fourtou
has decided to go all-out for
pharmaceuticals rather than
chemicals; Rorer was a key fac-
tor behind the sharp rise in net
income from just Ffr962 million
on turnover of Ffr80bn in 1993
BEFORE reading on,
cover the East and
West hands on the

deal below.
North opens a 12-14

notrump. As South, you
reply two hearts, a transfer
to spades. What action
should North take?

When holding four-card
support for partner’s major
suit and crisp values (aces
and kings), it usually pays to
break the transfer. It is not
essential, as some authori-
ties suggest, to hold a maxi-
mum opener, athough you
would need to be confident
all your cards were working
to justify a break on a mini-
mum hand.

A basic method is simply
to bid three of the major
instead of two. A more
sophisticated approach
would be to show where
your outside values lie.
Alternatively you can break
into a useful doubtleton, 
ideally two small, but possi-
bly ace or king doubleton.

North-South were employ-
ing the last method, so
North bid three diamonds.

Now what should South sa
Two small opposite t

small means that there w
be length opposite leng
Therefore, there will be
chance of ruffing any clu
As South you should cont
yourself with three spad
Had partner broken in
clubs, it would not ha
been unreasonable to hav
shot at a very low poi
count game.

West leads the four
trumps against your thr
spade contract. The meth
of scoring is a combinat

parov. This
 a Kramnik
th players
 prepared)
(Sokolov’s
ch has the
11.Bf1 f5
.e5. Black

time out to
 queenside
 11.Bf1 a5

 13.Nd2
3 + c5)

though this
6 it holds
e play. All
re is try to
on b6 to

shop on c8
mnik suc-

on the king-
 15.Ra3 g5
em is that
5 17.exf5

ns) 16.g3
rificing a
h3 Bxh3
.Qxg5 h6

1.Qe2 f4
..Ng6 might
3.Qh5 Bg4
.gxf4! (The
es into its
4.Kh1 Bg4
g1 (Threat
+ 27.Qxf3
f7 29.Qh3
Be5? (but
.Qg2 White
c7!! Rxa4
xh6+ and
 1-0 After

Ne6 Rg8
 35.Qf5+

lcolm Pein

BRIDGE

J 4
10 3
K Q J 9 7 4
K 10 4

8
Q 8 7 6 
A 8 3
Q J 8 6

A Q 10 2
A K J 4
10 6
7 5 2

K 9 7 6 5 3
9 5
5 2
A 9 3

Love all; dealer Nor

f g h

parov

amnik
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- 0.341 1.848 7.037 6.254 2.354 2.085 0.045 18.36 7.198 1.675 0.
2.933 - 5.418 20.64 18.34 6.903 6.116 0.131 53.85 21.11 4.913 0.
0.541 0.185 - 3.809 3.385 1.274 1.129 0.024 9.939 3.896 0.907 0.
0.142 0.048 0.263 - 0.889 0.335 0.296 0.006 2.610 1.023 0.238 0.
0.160 0.055 0.295 1.125 - 0.376 0.333 0.007 2.936 1.151 0.268 0.
0.425 0.145 0.785 2.990 2.657 - 0.886 0.019 7.802 3.058 0.712 0.
0.480 0.164 0.886 3.374 2.999 1.129 - 0.021 8.805 3.452 0.803 0.
22.42 7.644 41.42 157.7 140.2 52.76 46.75 - 411.6 161.4 37.55 1.
0.054 0.019 0.101 0.383 0.341 0.128 0.114 0.002 - 0.392 0.091 0.
138.9 47.37 256.7 977.6 868.9 327.0 289.7 6.198 2551 - 232.7 9.
0.597 0.204 1.103 4.201 3.733 1.405 1.245 0.027 10.96 4.297 - 0.
14.34 4.890 26.50 100.9 89.69 33.76 29.91 0.640 263.4 103.2 24.02
11.99 4.089 22.16 84.39 75.00 28.23 25.01 0.535 220.2 86.32 20.09 0.
0.636 0.217 1.175 4.474 3.976 1.497 1.326 0.028 11.68 4.577 1.065 0.
0.118 0.040 0.219 0.834 0.741 0.279 0.247 0.005 2.176 0.853 0.198 0.
0.049 0.017 0.091 0.347 0.309 0.116 0.103 0.002 0.906 0.355 0.083 0.
0.082 0.028 0.152 0.580 0.515 0.194 0.172 0.004 1.513 0.593 0.138 0.
9.443 3.220 17.45 66.45 59.06 22.23 19.69 0.421 173.4 67.97 15.82 0.
0.114 0.039 0.211 0.805 0.715 0.269 0.239 0.005 2.101 0.823 0.192 0.
0.073 0.025 0.134 0.511 0.454 0.171 0.151 0.003 1.333 0.523 0.122 0.
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BLCK
to Ffr2.7bn on a turnover of
Ffr85.8bn last year. In the
spring, Fourtou made the new
direction official. Shareholders
voted for changing the 100-year-
old articles of the company,
which placed pharmaceuticals
and life sciences before chemi-
cals, and dropped textiles.

There has been a marked geo-
graphical switch in sales. In
America Fourtou paid $575m for
Union Carbide’s agrochemicals
business (with an escape clause
from any comeback from the
Bhopal explosion in India in
1984). “It gave me confidence
for other purchases in the US,”
says Fourtou, who has lifted
America’s share of sales from
three to 24 per cent or $4bn.

He paid $1bn for 51 per cent
of Rorer, maker of Maalox, the
leading US antacid; later the
stake was raised to 68 per cent.
He then added Stauffer Chem-
icals’ basic chemicals activities
and Connaught Laboratories of
Canada. He also bought Britain’s
Fisons for $2.9bn, a move which
added $1bn a year in sales in
asthma treatment, now a $12bn-
a-year market.

Fourtou predicts 20 per cent
growth in net income per share
for several years to come and
reckons compounded growth will
raise Rhône-Poulenc’s market
capitalisation after 2002 to five
times the current $11bn.

Two problems face him. One
concerns his decision not to split
high-margin pharmaceuticals
and low-margin chemicals into
two separate companies in the
manner of Hoechst and Sandoz,
a move favoured by many share-
holders and some main board
members. The second problem is
the euro. However, whether it
will or will not be introduced on
time is even outside the control
of a man who is also chairman of
the supervisory board of AXA,
the insurance behemoth run by
his close friend Claude Bébéar
and who is a member of several
boards, notably Air France and
the Société Générale bank.

Fourtou says introduction of
the euro is “indispensable … if
we miss the date Europe will lose
momentum. You progress or you
fall back. Nothing is stable. Big
companies, such as Rhône-
Poulenc, will ask themselves
‘Where do we invest’ and look
elsewhere.” He calls the euro
question “an historical ren-
dezvous. It is the key to the long
term of our nation … I hope the
politicians will have the will”.

The share price of Rhône-
Poulenc, trading at Ffr200 last
week and which has doubled in
little more than a year, should
discourage takeover bids. But if
a bid does come, few doubt that
Fourtou is the right man to pro-
tect Rhône-Poulenc’s interests.

Alan Tillier
of imps and point-a-board.
This means overtricks are
important. How would you
play? The (silly) trump lead
has given you a tempo. You
can afford to try the heart
finesse without jeopardising
the contract. That, however,
offers only a 50 per cent
chance of an overtrick. At
the table, declarer found a
better line.

He won the opening lead
in dummy and immediately
led a low heart away from
the ace-king-jack. It would
be a brave East who ducked
when holding the queen. If
he had only one or two small
cards he would almost cer-
tainly play his queen. With a
longer holding, he might
duck, but even a top-class
expert would have difficulty
in doing so smoothly. South
reckoned, therefore, that he
would know the position of
the queen whatever East
played. In fact, East did play
low, but only after consider-
able thought, so South did
not take the losing finesse
later.

David Parry
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de by 1,000 for actual figures.

070 0.083 1.573 8.441 20.26 12.14 0.106 8.742 13.77
204 0.245 4.612 24.75 59.41 35.59 0.311 25.64 40.39
038 0.045 0.851 4.568 10.97 6.569 0.057 4.732 7.454
010 0.012 0.224 1.200 2.879 1.725 0.015 1.242 1.957
011 0.013 0.251 1.350 3.239 1.941 0.017 1.398 2.202
030 0.035 0.668 3.586 8.607 5.156 0.045 3.714 5.851
033 0.040 0.754 4.047 9.715 5.819 0.051 4.192 6.604
563 1.869 35.26 189.2 454.2 272.1 2.374 196.0 308.7
004 0.005 0.086 0.460 1.103 0.661 0.006 0.476 0.750
687 11.58 218.5 1173 2815 1686 14.71 1214 1913
042 0.050 0.939 5.039 12.09 7.245 0.063 5.219 8.221

- 1.196 22.56 121.1 290.6 174.1 1.519 125.4 197.5
836 - 18.86 101.2 243.0 145.5 1.270 104.8 165.2
044 0.053 - 5.367 12.88 7.716 0.067 5.558 8.756
008 0.010 0.186 - 2.400 1.438 0.013 1.036 1.632
003 0.004 0.078 0.417 - 0.599 0.005 0.432 0.680
006 0.007 0.130 0.696 1.669 - 0.009 0.720 1.135
658 0.787 14.85 79.71 191.3 114.6 - 82.55 130.0
008 0.010 0.180 0.966 2.317 1.388 0.012 - 1.580
005 0.006 0.114 0.613 1.471 0.881 0.008 0.635 -

Games


