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On 10 July 1997 
The European changed
from a broadsheet
newspaper to a tabloid
news magazine

designed for Europe’s business elite.
Our readers liked the results. 
So did the judges at this year’s
Society of News Design Awards.

The European has been included in their list of the World’s 
Best Designed Newspapers. Our redesign also won a Gold medal.

Congratulations also to our sister papers, The Scotsman and Scotland on Sunday. Both were rewarded for their 
coverage of the death of Diana, Princess of Wales. The Scotsman was also included in the list of the World’s 

Best Designed Newspapers, while Scotland on Sunday’s Spectrum magazine won a Silver award for its redesign.

Designed for business
HE rich have already grabbed the best seats

on the European Union’s subsidy gravy train

and have no intention of giving them up 

to poor newcomers. That is the dilemma

plaguing Monika Wulf-Mathies, Brussels’ com-

missioner for regional affairs, as the 18 March

deadline for launching a review of EU regional

aid policy draws near. She needs to score savings from existing mem-

bers that can be spent on the five fast-track applicants anxious to

join. Otherwise there can be no enlargement.

The same problem haunts Brussels’ plans to reform the Common

Agricultural Policy (CAP), to be announced at the same time. How

can French, German, Spanish and Italian farmers survive on reduced

subsidies so that resources can be diverted to the newcomers? Bolt-

ing on agricultural Poland to the present CAP structure would spell

budgetary meltdown. Again, no reform, no enlargement.

Dilemmas over regional aid and the CAP are now certain to delay

enlargement. Talk of completing negotiations with Poland by the

year 2000, with entry two years later, is already fantasy. Poland’s

GDP per capita is a measly 31 per cent of the EU average; its agri-

culture industry is still in the dark ages of 1950s rural France, employ-

ing 25 per cent of the population. Neither the EU nor Poland will

get their act together to meet the fast-track timetable. Expect the

talks to meander on for the foreseeable future.

Progress has already been delayed by a certain acrimony. The EU

has banned the import of Polish milk because dairies are unhygienic;

Poland wants to maintain protective tariffs to shield its inefficient

steel mills and balks at the restrictions of the Schengen agreement,

which force it to impose visas on non-EU neighbours. That has

already brought Belarussians who conduct a thriving trade with

Poland on to the streets. But the EU does not want Poland to be a

leaky backdoor for illegal immigration. So far, stalemate.

If Poland’s EU membership is delayed then it is inconceivable that

the four other smaller aspirants – Slovenia, the Czech Republic,

Hungary and Estonia – will make it without their bigger brother.

Poland is by far the most important of the newcomers: enlargement

cannot proceed without it.

This places a heavy responsibility on existing members to get

their act together. Regional aid needs to be reformed so that fewer

rich countries are eligible for it and CAP subsidies need to be cut.

The problem is that too many EU members have no stomach for

doing either. With a German federal election beckoning in Sept-

ember and a French government battling with unemployment, the

required radical changes are unlikely to happen. Both Bonn and

Paris are timid when it comes to facing down powerful farmers and

the Commission president, Jacques Santer, is too weak to give a

lead. When protesters dumped a fake cow on his Brussels doorstep

last week he rushed out to placate them.

TT

As with CAP, so too with regional policy. Member states acknowl-

edge the need for reform but still fight like ferrets in a sack to hang

on to their share of the loot. Despite all its boasts about Cool Britannia

and the success of the British economic model, the Labour govern-

ment in the unimpressive shape of Margaret Beckett, the industry

minister, rushed to Brussels last week to plead poverty so that it

could hold on to its share of regional funds. Nobody once bothers

to ask if these funds ever turned a depressed region around. They

are more porkbarrel than economic stimulus

At least Ms Wulf-Mathies concedes that aid programmes should

be streamlined. It is crazy to classify 51 per cent of people living in

one of the world’s richest continents as economically depressed.

That is politics at work, not economics. But even the Brussels reform-

ers are only tinkering. All that is on the table is a standstill in aid to

the 15 existing member states between 2000 and 2006. That’s

Ecu230 billion ($250bn) for rich members, while poverty-stricken

entrants are to be allocated a meagre Ecu45bn of crumbs that fall

from their rich neighbours’ tables.

Bringing the newcomers up to present

members’ income levels is a mammoth task

and regional aid is likely to play no more

than a walk-on part. Their future prosper-

ity depends on how quickly they become

dynamic market economies. They have a

long way to go: GDP per capita of the five

suitor nations as a percentage of the EU

average is 41 per cent. Present policy is to

give the most regional aid to deprived areas

with a GDP per capita of less than 75 per

cent of the average. So without reform the

newcomers would all qualify for the lion’s share of regional funds.

There is room for change if the political will is there. Three of the

four poorest existing member states – Greece, Portugal and Spain

– have seen their GDP per capita grow from 66 to 74 per cent of the

EU average over the past 10 years. They need to be weaned off

regional aid. Ireland, which is forever claiming to be the tiger econ-

omy of Europe, has a GDP per capita of more than 100 per cent of

the average. It is time to take its snout out of the regional aid trough.

But there is no sign that anybody is in the mood for tough decisions.

If the growing tension over accession talks is not to slide into

downright disillusionment and failure, Brussels needs to wake mem-

ber states from their make-believe world. Achieving the goal of

enlargement is crucial if the EU is to be anything more than a pro-

tectionist rich man’s club. Giving up seats on the EU gravy train to

poorer passengers is a necessary first step to getting down to seri-

ous business with potential newcomers. We fear that self-interest

and the politics of the porkbarrel will stop that from happening.

Nobody once 

bothers to as

these funds e

turned a depr

region around

Pleading poverty: page 14-17
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Berlin
S N A P S H O T S S I N G L E  C U R R E N C Y

Will fudged Friday stick?
STEVE HILL/NTI
IT WAS almost shocking.
“Hamwaanich!” barked
the po-faced Berlin shop-
keeper when I innocently
asked for a replacement
brake-lever for my 30-
year-old bicycle. It

sounded more like Arabic than German. I
tried again. He leaned over the counter and
stared at me with a look no doubt reserved
for the cretins among his customers and
began to enunciate the phrase in slow time.
“HAM WAA NICH!” he bellowed.

Not knowing the Berlin dialect too well,
it took me a second or two to deduce what
he was saying from my knowledge of
Hochdeutsch. “Haben wir nicht” was what
he meant. It translates more accurately into
“We ain’t got it.” That was more than 10
years ago when I was first getting to know
what was then the western half of divided
Berlin, its legendary reputation for rude-
ness and complete lack of what has since
come to be known as service culture. 

Yet nine years on from the fall of the Wall
and a year before the city is due once again
to become the seat
of German gov-
ernment the
“Hamwaanich”
experience is still
what passes for
good customer
relations.

Berlin author
Peter Schneider,
recently returned
from a protracted
stay in the United
States where he
was bowled over
by the prevailing
“Have a Nice Day”
culture, has des-
cribed the attitude
of Berlin’s retailers
as a mixture of
“unbel ievable
arrogance and stupidity”. The effect is to
give the customer in a shop, department
store, taxi or restaurant the impression that
it is a rare privilege to be served at all.

Time has taught that the “Hamwaanich”
experience can take on a multiplicity of
forms and usually happens when you are
least expecting it. A couple of weeks ago I
ventured on to Berlin’s once opulent, yet
now rather tacky Kurfürstendamm shop-
ping boulevard in search of a copy of the
Herald Tribune. I spotted one covered in
plastic sheeting clipped to a stand outside
a newspaper kiosk.

Unwittingly, I began to unclip the news-
paper. Suddenly a voice from inside the kiosk
screamed: “What the hell do you think you’re
doing. Leave that alone!” When I told the
vendor that I merely wanted to buy a paper
he snapped back: “I’m the only one allowed
to unclip the papers.” But the climax came
when I tried to pay out of a pocketful of loose
change rather than tendering a few high-
value coins. “I’m not taking all that crap,”
he fumed.

Not surprisingly, it is the newcomers to
Berlin who suffer most, especially foreign-
ers. A correspondent for a Finnish news-
paper admitted that he had to take a whole
THE EUROPEAN ■ 2-8 MARCH 1998
day off to recover after being submitted to
bureaucratic humiliation by Deutsche
Telekom employees for daring to ask to have
his phone connected. Small wonder that the
Berlin city government recently spent sev-
eral thousand deutschmarks on an educa-
tion programme designed to teach the city’s
entire underground train staff to insert the
word “please” when issuing the command
“Stand clear of the doors”. 

If Berlin’s service shortcomings were con-
fined merely to rudeness, it might not be so
bad. But combine this with antediluvian
shop opening hours which, despite recent
reforms, still mean that most shops lock up
their doors at 1pm on Saturdays and stay
closed on Sundays and public holidays and
you end up with the reality of Berlin – a
customer no-man’s land.

This is particularly galling for organisa-
tions such as Berlin Partner, a private pub-
lic relations group that is trying to publicise
the city as the future service capital of Ger-
many. “It is unfortunate that most of the ser-
vice problems associated in Germany appear
to be concentrated in Berlin,” said its direc-

tor, Volker Has-
semer, a former
Berlin senator.
Time was when
the rudeness of
Berlin officials,
shopkeepers,
bus drivers (Pas-
senger: “How
can I get to the
zoo?” Bus dri-
ver: “As what?”)
was referred to
in glowing terms
as the Berliner
Schnauze, or
“Berlin Lip”. 

It was sup-
posed to be the
kind of cheery,
cheeky, blunt-
ness comparable

to the demeanour of whacky London Cock-
neys during the Blitz.

But the fall of the Wall has exploded this
myth and shown up the city, warts and all:
if Berlin ever had a service culture it died
with the advent of the Nazis. Instead of
adopting some of the limited “customer-
friendly” attitudes developed in West Ger-
many during the 1980s, the city stuck to its
outdated ways, resenting the so-called
colonising influx of the modern west Ger-
man business ethos just as much, if not more,
than east Berlin.

Yet in a sort of bizarre re-run of the coloni-
sation of the lands east of the Elbe by Ger-
man farmers in the 13th century, Berlin is
gradually being forced to adapt at the hands
of western invaders. It goes without saying
that the city’s latest service culture apostle
is a west German customer guru. Peter Duss-
mann from Swabia has just gained permis-
sion for his east Berlin media superstore to
remain open from 10am to 10pm, Monday
to Saturday. There is only one service branch
in the city that beats him: the bars and pubs.
They almost never close; “Hamwaanich” is
unheard of. In that sense at least, Berlin is
streets ahead of Munich, Hamburg and
London, if not New York.
Man and his best friend united in adversity
Hot hound and owner reflect on the Larkstone Beacon, one of many covering the UK on Thursday 27
February. They were a prelude to a rally in London’s Hyde Park by protesters seeking to preserve the
countryside, halt legislation to ban fox-hunting and campaigning against banning beef on the bone.
MARIO CONDE, the slick lawyer
who was Spanish banking's ris-
ing star in the early 1990s, has
been sent to jail for four and a
half years for the  wrongful
appropriation of up to $4 mil-
lion of his Banesto bank's money.
The court was unable to prove
that the money taken from
Banesto's shareholders had
ended up in Conde's own pocket,
but still considered him respon-
sible for its disappearance.

The sentence, in the first of a
number of cases against Conde,
finally confirmed the fall from
grace of one of Spain's most glit-
tering, power-hungry  bankers.
Conde had Banesto, Spain's
fifth-largest bank, taken out of
his hands by the Bank of Spain
in 1993. Judicial investigations
have since found up to $20 mil-
lion of the bank's  money unac-
counted for. Public prosecutors
hope that the cases still to be
tried will see Conde's sentence
increased to 35 years.

As Conde spent his first few
days in Madrid's Alcala-Meco
prison there was speculation
that he might seek revenge on
the country's political estab-
lishment, which he blames for
his downfall. Conde is reported
to be the source of a number  of
major political and security
scandals over the past few
years. His name has also been
connected with attempts to re-
establish a republic in Spain.

Mega union
GERMANY’s service sector
union pact, creating a 4.1-
million-member giant embrac-
ing 38 per cent of all German
trade union members, is being
driven by the need to stream-
line administration and protect
workers as the European service

Behind bars
 sector is liberalised. Hans-
Helmut Kotz, economist at
Deutsche Girozentrale, believes
that although it is yet unclear
whether the move will succeed,
it is a sensible strategy. “Unions
will have a much tougher time
in Euroland,” he says.

Service sector unions are
having trouble recruiting mem-
bers because the sector’s work-
ers have varying skill levels and
operate in different areas of
management. “It doesn’t help
to put a bunch of unions in one
big union if none of them works
on their own,” says Kotz.

Germany’s banking sector
employment problems are set
to increase. Last week the DAG
union of service workers said
that up to 200,000 bankers
could lose their jobs over the
next five to eight years after
Deutsche Bank announced
5,000 job losses.

Economists estimate that the
merger between Bayerische
Hypobank and Bayerische Ver-
einsbank will produce the same
number of casualties, so the
200,000 estimate may have to
be reviewed upwards.

Flirting banker
IN AN INTERVIEW with Le
Figaroeconomie, Sir Brian Pit-
man, chairman of Lloyds Bank
TSB, was discretion itself when
quizzed about rumoured merg-
ers with Abbey National and/or
Nationwide. “Speculation,” he
smiled. Faced with the sugges-
tion that he might buy Crédit
Lyonnais, his response was
rather more surprising. “I would
like to very much,” in what was
described as a spontaneous and
rapid reply.

But Lloyds TSB colleagues
back home will be reassured that
the accent seems to have been
on the “would”. Sir Brian then
set out all the reasons why he
“wouldn’t”: restrictive French
labour markets, inflexible
employment laws, the need to
deregulate and hidden costs.

What started out as a gallant
response to a rather ludicrous
question soon turned into a
lecture on the virtues of free-
wheeling British capitalism.

Hostile bidder
GLAXO WELLCOME may not
have given up in its bid to merge
with SmithKline. Revealed dur-
ing talks as a predator dissem-
bling as suitor,  London analysts
speculate that Glaxo may now
stage a rerun of its successful
hostile takeover of Wellcome plc
in 1995. SmithKline has been
badly weakened by Glaxo’s
strong-arm tactics. It is the sec-
ond time that merger talks have
failed in recent weeks, leaving
the company looking vulnera-
ble. SmithKline’s shares rose 47
pence on the rumours, Glaxo’s
fell 58 pence, investors balking
at the high cost of a hostile bid.

Hardly tumbling
FRENCH unemployment fell in
January for the third month in
a row. The rate slipped from 12.2
per cent to 12.1 per cent, but the
seasonally adjusted jobless total
rose by 5,900 to 3,033,700.

The rise in the number of job-
seekers breaks a sequence of
four consecutive monthly drops.
The finance minister, Dominique
Strauss-Kahn, said that cutting
unemployment was the gov-
ernment’s top priority and pre-
dicted that for 1999 the whole
of the budget would be oriented
towards creating jobs. Analysts
point out that the fall is grad-
ual. It took five months for the
rate to dip from last July’s 12.6
per cent record.
LL 11 of the European
Union countries want-
ing to join the single
currency have reported
1997 figures which they

can claim fulfil the Maastricht criteria.
So have the three refuseniks (Britain,
Sweden and Denmark), leaving only
Greece obviously and inflationarily
outside. Eighteen months ago some
cynics said only Luxembourg would
nominally qualify, brandishing a tax
haven’s inscrutable accounts.

The figures released on Friday 27
February by monetary union’s likely
first 11 are a disinflationary achieve-
ment by mainstream Europe. By far
the most impressive figure is that
Maastricht demanded that no mem-
ber have a price inflation more than
1.5 per cent above the average of the
best-performing three. 

The best three (an improbable trio
of France, Finland and Ireland) had
only 1.2 per cent inflation in 1997.
Only Greece had 1997 inflation (by
Maastricht’s method of counting) at
above two per cent.

Less impressively, everybody’s 1997
budget deficit has been duly reported
at three per cent of GDP or under,
except for Greece at four per cent. That
happened in some cases via creative
accounting, many awful examples of
which were proposed, but not always
carried out. The most relevant com-
ments from critics may be almost the
opposite ones: that some improve-
ments were achieved by stern fiscal
policies which have helped add to high
unemployment at the wrong time and
(this is a timebomb) that the dramatic
and converging changes over the past
18 months mean there could be
dramatic and disconverging changes
over the next 18.

In a rather unexpected reference to
creative accounting last Friday, the
French finance minister, Dominique
Strauss-Kahn, was miffed that France
showed a larger budget deficit
(though better debt ratio to GDP) than
Germany; he explained with some
understatement that “our calculation
methods have not been fully har-
monised”. But Mr Strauss-Kahn’s more
interesting revelation was that France
had achieved its improved budget
figures in the second half of 1997 by

A

a recovery in consumption (which
could threaten inflation) and stock-
piling (which could threaten reces-
sion), with investment and external
accounts turning sour. These are not
desirable trends. They raise fears that
the triumphant convergence to reach
the euro may have converged on the
wrong policies.

The biggest questions now are (a)
whether some of those straining into
the euro have been tying on ankle
cuffs which will make them immobile
if speculators strike against their fixed
exchange rate during the euro’s first
years, months or weeks; and (b), more
immediately, whether any of the var-
ious bodies through which they still
have to apply will strike any of the 11
out. Let us look at this second ques-
tion first, and answer “probably no”.

By 25 March the European Com-
mission has to say whether it accepts
last week’s figures as fulfilling the
Maastricht criteria. Since present com-
missioners want maximum member-
ship of “their” euro, they might have
been tempted to approve coal-black
fudge as snow white. The figures are
more impressive than coal-black
fudge. The embryonic European Cen-
tral Bank also has to report by 25
March. It will want to start working
and it will be surprising if it disrupts
that by saying anything rude about
dangers ahead. The Bundesbank is
also due to make a special statement
for the German parliament before the
end of March: that could be more
interesting. It is worried by Italy’s huge
debt-to-GDP ratio and some elements
of its creative 1997 budget account-
ing – the one-off euro tax supposed to
be repaid two years hence, for a start. 

The German public is chary of shar-
ing its deutschmark with the lira,
rather like sharing the Wehrmacht
with the Italian army after 1940, some
old-timers snort. For Germany’s con-
stitutional court it is possible to draw
up both an economist’s brief (partly
already written by 155 German aca-
demics) saying that the Maastricht
conditions have not been met; and a
lawyer’s brief saying that the craftily
worded and amended Maastricht cri-
teria surprisingly have. It depends how
many economists and fellow lawyers
Germany’s constitutional gurus like
to keep dancing on the head of a pin.

My guess (and almost everybody
else’s) is that on 3 May the expected
11 declare that their mutual exchange
rates are immutably fixed to each
other for ever. It is then that the
problems could begin. 

In 1992 speculators led by George
Soros borrowed enough short-term
money one morning to drive John
Major’s Britain out of the old exchange
rate mechanism during the next day’s
afternoon. A year later they bumped
France and others into a wider band
of exchange rates almost as easily and
quickly. The indications, for the very
short time ahead in which it is possi-
ble to see, are that Soros is not this
time in a queue for a kill. But some of
last year’s successful speculators
against Asia probably are.

Last year’s Asian troubles arose
largely because the tigers’ currency
peg to the US dollar worked fine while
the dollar was devaluing to Yen 82 in
mid-1995. When the dollar upvalued
by half, to more than Yen 120 a year
ago, speculators moved in against 
the fixed dollar pegs of Thailand,
Malaysia, Indonesia, the Philippines
and South Korea. They made a lot of
money by destroying each peg within
a few days. Some of them lick chops
in the knowledge that the easiest
domino in the new euro system will
be ready for speculation after 2 May.
The domino’s partners in the euro
system will be obliged to throw in
foreign exchange to defend the
domino’s currency at its fixed
exchange rate, which the speculators
think will be lower by at least a few
pfennigs a day or so after.

Which domino, when, and will this
really happen? Nobody can tell. We
do not know whether and when
Lionel Jospin’s France will surrender
to another strike that is really a riot,
whether some Italian government col-
lapse will bring in anti-Europeans,
whether Spain and Portugal might
some day turn more like Greece,
whether Club Med countries might
face external payments crises now that
Asian exports are so much cheaper. 

I think I would bet – though not on
the Soros scale, and less determinedly
than before last half-fudged Friday –
that something of this sort will happen
some time. The main worry is that a
Club Med with a euro peg might be
suddenly thrust the same way as Asian
tigers with a dollar peg were thrust
last year – and into a crisis which
German taxpayers would not be too
eager to pay for.

NORMAN MACRAE
Target practice: page 54
EMU hopefuls
Austria
Belgium
Finland
France
Germany
Ireland
Italy
Luxembourg
Netherlands
Portugal
Spain
Refuseniks
Britain
Sweden
Denmark
Rejected
Greece

Targets Budget deficit/GDP Debt/GDP Price/inflation
3% 60% 2.7%

2.5 66.1 1.2
2.1 122.2 1.5
0.9 55.8 1.2
3.0 58.0 1.2
2.7 61.3 1.5

-0.9 67.0 1.2
2.7 121.6 1.9

-1.7 6.7 1.4
1.7 70.4 1.9
2.5 62.0 1.9
2.6 68.3 1.9

1.9 53.4 1.9
0.4 76.6 1.9

-0.9 55.8 1.2

4.0 108.0 5.9

Q U A L I F I E D  S U C C E S S

Price target was not more than 1.5% above three best who were at 1.27%
2-8 MAR
M E D I A

WHAT is remarkable about
Keith Rupert Murdoch’s
unceremonious ditching of
Chris Patten’s book on the
Hong Kong handover, and
the lies told by senior
executives in a cover-up
attempt, is that the media
tycoon’s contempt for
Patten was well known.

It almost beggars belief
that Eddie Bell, Harper-
Collins’ chief executive,
instructed his editor-in-
chief, Stuart Proffitt, to bid
for the book in the first
place. Murdoch thought
Patten weak, left-wing and,
as Hong Kong’s governor,
set on a course of conflict
with China that would
damage prospects for
doing business, especially
Murdoch’s satellite TV
interests.

Faced with sticky deci-
sions, executives in the
NewsCorp empire need
only consult the well-
known runes of Murdoch
obiter dicta to know what
line to take. The easy
option was not to bid for
the book. The motive need
never have been revealed.

HarperCollins’ reputa-
tion as a publisher of
standing lies in ruins. Prof-
fitt has departed and the
writs are flying. A question
mark will hang over every
controversial publication.
Has it been “KRM’d”? No
wonder there is talk of a
writer’s boycott of the
publisher.

Its authors, after all, can-
not always rely on editors
of Proffitt’s integrity being
on hand. So various are
Murdoch’s interests that
conflicts of interest will
often arise. Controversy in
politics, the media, broad-
casting regulation, restric-
tive practices and owner-
ship rules all impinge on
NewsCorp’s business. 

The now, not so hidden,
hand of Murdoch puts
them all out of bounds for
HarperCollins. Bell’s posi-
tion looks untenable,
though as is the Murdoch
way his demise will not
come until a suitable time
has passed.

With British government
support, Murdoch has
been fighting amendments
to legislation which would
outlaw predatory pricing
techniques used to boost
sales of his Times. After this
debacle, NewsCorp will find
that it has fewer friends at
court than before.

Murdoch’s
mask slips
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The French have a great heritage, the
British enormous creativity, the Americans own
the mass market, but only the Italians have it all
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FASHIONING
GENIUS

I TA LY ■
T HIS textile mill, deep
in the Alpine foothills of
the Biella valley in north-
ern Italy, Ludovico Bar-
bera likes to keep the

secrets of Italian fashion’s phenome-
nal success under wraps.

Glancing cautiously over his shoul-
der, he types in the code to the lift and
its doors slide open; within seconds,
they are parting again to reveal a vast
storeroom, 10 metres underground.
In the darkness, walls reverberate to
the sound of the river Socasta, its
diverted waters keeping the room’s
temperature permanently fixed at a
mild 18 degrees Celsius.

As a visitor’s eyes grow accustomed
to the light, the treasure that Barbera
has gone to such lengths to hide is
revealed: row upon row, shelf after
shelf, of cashmere yarns. “Working
with cloth is like making a good wine,”

Chris Endean 
and Stephanie Theobald
MILAN & LONDON

A
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Italy’s top ten desig
says the designer. “The longer it is left
to mature, the better the product.”
Like the luxury cashmeres, mohairs
and worsted fabrics they produce, the
200 textile mills located around Biella
– Italy’s “Cashmere Valley” – have
been maturing for the best part of two
centuries.

A centre for wool production since
Roman times because of the soft
waters that flow through its narrow,
twisting valleys, Biella was once a poor
cousin of the mills in Britain’s Bradford
and France’s Lyon. In a remarkable
about-turn over the past 30 years, the
valley’s total wool-spinning capacity
has grown to twice that of France and
has become the backbone of Italy’s
multi-billion-dollar fashion business.

Insiders secretly admit that anyone
who really wants to know the trends
in the Italian quality clothing market
should snub the likes of Naomi Camp-
bell and Claudia Schiffer on the Milan
catwalks and pay a visit to next week’s
Idea-Biella trade fair. It is here that the
thread of quality running through
ners
REX
Italian fashion’s remarkable success
story starts to unreel.  

The Armanis, the Valentinos and
the Versaces are really just the shop
front of an innovative, thriving fashion
industry that has become a huge
Italian success story. “The beautiful
collections, the designers and the
brand names are just the tip of the ice-
berg,” says Anna Zegna, marketing
manager of menswear giant Ermene-
gildo Zegna, whose textile mill in the
village of Trivero is the source of two
million metres of luxury cloth each
year and the key to a 30 per cent share
of the global market in luxury
menswear. 

French fashion might have bundles
of heritage but it imports its design-
ers (even from Britain) and cannot
manufacture its glittering ideas. Its
prêt-à-porter wardrobe is imported
virtually entirely from Biella. Chanel
orders its materials from the Agnona
mill, while Hermès, in a pique of
French chauvinism, hates to admit
that its fabrics come from Loro Piana,
just up the road. In Britain, nobody
disputes the creative genius of home-
spun designers, but the likes of -
Vivienne Westwood simply lack
wearability and, even more impor-
tant, the industrial muscle to turn rave
reviews into rich returns. That leaves
the United States. There is no doubt
that America leads the world in the
fashion mass market but American
designers remain short on quality and
creativity.

Italy, by contrast, has it all: designers
with the flair of modern-day Michelan-
gelos, the industrial genius to turn
dreams into reality and, crucially in
an image-conscious world, status. The
result is that Italy is now the world’s
undisputed fashion leader; its clothes
and its fabrics are the ones most
desired by fashion-conscious buyers
all over the world.

The luxury that this week is paraded
on the catwalks of Milan during its
biannual fashion week and that, year
round, tumbles out of the shop win-
dows along Milan fashion’s quadri-
latero d’oro, or golden rectangle – the
square 1.5km lying within Via Mon-
tenapoleone, Via della Spiga and Via
Sant’Andrea – is merely the showcase
for an industry widely recognised as
the world’s best and most profitable.  

The Italian fashion industry sold
L85,000 billion ($47.43bn) of clothes
in 1996 and employs 700,000 people.
It is due in no small part to the entre-
preneurial skills of the Biella textile
trade. In the past 20 years, analysts
estimate, the textile industry in Biella
has more than doubled its share of the
international market in the manufac-
ture of high-quality garments, against
fierce competition from all over the
world. The Ermenegildo Zegna tex-
tile mill at Trivero alone accounts for
30 per cent of the world’s luxury
clothes for men.

“The growth has come mainly at
the expense of the French,” says Carlo
Pambianco, a fashion analyst based
in Milan. Biella’s entrepreneurs are
not gloating. They are the first to admit
that the cutting edge to their success
over the past 20 years owes more than
a little to industrial plagiarism.

“They unashamedly stole ideas
from the British and the French,” says
Italy’s top ten desig
Gianni Bertasso, editor of the trend-
setting monthly, Fashion. “But their
real merit was to invest money in inno-
vation in the 1970s, when the rest of
the global market assumed that the
textile industry had reached the top
of the curve of diminishing returns.” 

While British manufacturers kept
producing tweed suits and Shetland
wool, the Italians developed new fab-
rics, investing in state-of-the-art tech-
nology that twisted cashmere, mohair
and ultra-fine wool into single cloths.
These extraordinary new fabrics made
possible innovations such as Zegna’s
High Performance suit (see panel), a
remarkable 100 per cent woollen gar-
ment that guarantees that the aver-
age businessman will step off a
12-hour plane ride crease-free.

Many of the developments are truly
innovative. Zegna has recently put on
the market Mircrotene 10,000, an
impermeable polyester so light that
9,000 metres weighs just 0.4g; two
kilos of this thread would circle the
equator.

Innovation without style in Italy
would be like  building a Ferrari with-
out its famous designer, Sergio
Pininfarina. In Italian folklore, the
Versaces and Armanis are the natural
heirs to the great artists of the Renais-
sance. Just as the medieval painter,
Paolo Uccello, loved to paint his horses
vivid red, so the designers are fêted
for their ability to dress up their fel-
low Italians’ dreams.

It is their grasp of understated lux-
ury that has so dominated fashion in
the late 1990s. France might harp on
about its ancient fashion culture and
its savoir faire in haute couture but
many of the clothes coming out of
Paris at present (Christian Lacroix and
John Galliano, for example) resem-
ble gaudy millefeuilles loaded up with
too much cream.

Italian fashion, like America’s, aims
to be more practical, more wearable.
Giorgio Armani in the early 1980s
designed sharp suits and simple but
sophisticated dresses that fired the
imagination of a generation of men
and women who did not want to look
like they just walked off a movie set
every time they went to the office.

continued on page 10
ners
Global turnover:$1.1 billion.
The 63-year-old master of Italian mini-
malism is currently hyping his profile
through an aggressive advertising cam-
paign. He invested an estimated $1 mil-
lion to be the sole advertiser in this
month’s Time 75th anniversary issue.
Recently bought legendary Publicis drug-
store in Paris to create largest Emporio
Armani store. Armani has 24 licences for
clothing (right), fragrances, accessories,
underwear and fabrics and has 60 Gior-
gio Armani boutiques worldwide.
Outlook:Armani says that there are “no
immediate plans” for the stockmarket
but he is interested in introducing his
niece as the public face of one of his more
lucrative diffusion lines, Mani.
Global turnover:$949 million
Since his death last year, the image of
Versace’s clothes (right) has been less
fleshy and flashy and more subtle. Gianni’s
sister, Donatella, is the current design
face of the label, while brother Santo is
the financial brain. Versace has suc-
cessfully managed to leverage its brand
by adding a higher number than average
of diffusion lines. These cheaper ranges
include Versus, Istante, Versace Jeans
Couture, Versace Sport, Young Versace
and Versace Intensive.
Outlook: Rumours fly that a “name”
designer is being sought to put some
mystique back in the label now that Gianni
is no longer around. Stockmarket flotation
planned for 1999.
Global turnover:$837 million
Family scandal and power struggles
nearly ended the reign of the 71-year-old
company until Bahrain-based Investcorp
injected fresh funds and promoted insid-
ers Domenico de Sole and Tom Ford to
oversee the business and creative sides,
respectively. In 1996 Investcorp let the
company go fully public – and netted an
impressive $1.7 billion on the deal. Leather
goods remain the bestseller.  
Outlook:Main mover in the Italian trend
for design houses to acquire stakes – or
complete control – over their licensees.
Acquisition of watch licensee Severin for
$150 million last year helped consolidate
Gucci’s control over a business with
operating profits of $42.8m.
Global turnover: $726 million
Roman couturier Valentino Garavani
solved the problem of having no family
successors by selling his company for
$300 million to HdP – a company con-
trolled by a shareholders’ syndicate that
includes Fiat, Milan merchant bank
Mediobanca and the Pirelli group.
Valentino and Giancarlo Giammetti,
Valentino’s long-time business partner,
will pay $35m to acquire a 2.5 per cent
stake in HdP. Giammetti believes the deal
will set a precedent in Italian fashion. 
Outlook: HdP’s chief executive, Maur-
izio Romiti, has said that the Valentino
deal will set the stage for his company’s
future acquisitions in the fashion and
luxury goods sector. 
2-8 MARCH 1998 ■ THE EUROPEAN 9



19981998

Quality AwardQuality Award

Are you the best in Europe?

In association with

The Savoy Group is
one of England’s
most distinguished
hotel companies and
is famed the world
over for its excep-
tional standards of
excellence.
‘Our hotels and
restaurants have
won many awards
when competing
against other hotels,
however the Perkins
European Quality Award was the first time we had
competed with businesses across industry sectors.
To reach the final was itself a very great achieve-

The Savoy Group PLC –
1997 Finalists
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BIELLA VALLEY
Firms: 2,000
Employees: 28,000
Total sales: L4,500
billon, of which 45 
per cent is exports

MAJOR PRODUCERS
TRIVERO
Zegna mill
POLLONE
Piacenza mill
MONGRANDO
Marzotto mill
BIELLA
Fila, Cerruti mills
VALLE MOSSO
Barbera mill
TOLLEGNO
Lana Gatto mill

Farther afield:
Loro Piana mill
Agnona mill 

MAJOR CLIENTS: 
Jil Sander, Versace,
Donna Karan, 
Calvin Klein, 
Versace, Armani,
Valentino, Chanel

FIGURES: INDUSTRIAL UNION 
OF BIELLA

The Italians
stole ideas
without
shame from
the French

ILLUSTRATION  NICOLA CRAMP
Armani said the point of his clothes
was to see the person before the
garment.

On the back of such tailoring, the
Italians have created accessories for
a new way of living in which simplic-
ity and quality are more important
than glitz and novelty. In turn, the Ital-
ians have inspired a new generation
of American designers such as Donna
Karan and Ralph Lauren, now experts
in the “total lifestyle” approach to fash-
ion. Others, like the giant Calvin Klein,
have copied the simplicity of Italian
tailoring but at bottom they lack the
spark of genius that sustains Italy’s
success. Calvin Klein may have a big-
ger turnover than any of the individ-
ual Italian fashion houses but much
of it comes from selling underwear
and cheap perfumes. 

Glittering names seem light years
away from the industrial mills of Cash-
mere Valley. But therein lies the secret
of Italy’s success. In the “mending”
room at Zegna’s mill, more than 40
women pore over finished fabrics with
needles; next door, male labourers
smooth the finished fabric with cut-
tings from a thistle-like bush that
grows locally.

It is an odd sight when needle and
thread sit side by side with a $400,000
weaving machine. “This is a sort of
blend between craftsmen and inno-
vation,” says Anna Zegna. “It takes a
magician to make it work.” And a load
of lire. In Cashmere Valley, labour
comes at L30,000 ($16.75) per hour.
What stops companies from shifting
production to the likes of Taiwan or
China, however, where labour costs
drop to L400 per hour, is the know-
how on offer in the valley.

The Industrial Union of Biella cal-
culates that the average Biella worker
adds enormous value to the final prod-
uct. “As much as 30 to 40 per cent,”
says Tomasso Caotorta, the union’s
president. “It’s equivalent to an elec-
trician in Japan or the chemical engi-
neer in Germany.” But Biella’s role in
Italy’s fashion business is not just
down to the skills of individual work-
ers –  otherwise France or Britain could
copy the recipe for success. Biella’s
uniqueness is the network of 5,000

continued from page 9
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small and medium-sized businesses
that operate in a unique way, together
comprising an industrial infrastruc-
ture unmatched anywhere in the
world. The firms are not so much in
competition with each other as part
of a giant collaborative network, com-
plementing each other. 

“The valley’s productive system
stretches from the fibre to the finished
product,” says Anna Zegna. “Each
company has tried to develop a spe-
cific personality: some are more into
women’s wear, others more into mens-
wear. There are more forward-think-
ing companies, others are more
traditional.” It is a network which
gives the Italian textile industry enor-
mous flexibility, one of the keys to its
competitive advantage in the inter-
national marketplace.

At moments of high demand or cut-
ting of costs, Zegna, Loro Piana and
their like can subcontract work out.
For an industry which usually works
18 months ahead of the market but
must respond to instant trends, this
capacity cannot be underestimated.
Some textile mills in Biella can “create”
knitwear jumpers from no fewer than
24 components; in just 48 hours,
Zegna can transform a sketch into a
fully fledged prototype of a tie.

If it was down to the Biella model,
then Italy’s leading status in world
fashion would look invincible. The
only cloud on the valley’s horizon is
the threat of a 35-hour week – a lethal
prospect for a such a labour-intensive
industry in which flexible working to
achieve otherwise impossible delivery
deadlines is crucial.

The nightmarish death of Gianni
Versace last summer in Miami under-
lined another threat to the future of
Italian fashion. “Nobody, not even a
fashion hero, is immortal,” says Dan-
iela Fede, a fashion journalist. “The
fashion houses are vulnerable to the
demise of their owner, and that in
most cases also means their founder.” 

It did not go unnoticed in Milan that
Armani used his first fashion show
after the Versace murder to introduce
his niece, Silvana Armani; likewise
Missoni’s recent show marked the
debut of his designer-daughter,
Angela. Others have gone further.
ment as we realised that we were being recognised

ners
Valentino’s decision last December to
let HdP – the giant Holding di Parte-
cipazioni Industriali controlled by Fiat
and a merchant bank, Mediobanca –
buy a controlling stake in his business
was born of a financial design worthy
of the great dressmaker’s best garments.

Valentino, now 65, and his business
partner, Giancarlo Giammetti, have
long been keen to secure the financial
future of their fashion house and HdP,
which already controls sportswear
company Fila Holding, clothing man-
ufacturer GFT and publishing house
CHRIS MOORE
continued on page 12

Rizzoli Corriere della Sera, has all the
attributes to become a fashion pow-
erhouse capable of competing on
global markets.

Carlo Gaeta, managing director of
Romeo Gigli, thinks it is time for the
great names of Italian fashion to fol-
low suit. “La moda Italiana is a sophis-
ticated product with great designer
names, but what will happen in years
to come if it fails to replace the likes
of Armani, Versace or Prada with
registered trademarks?” he asks. The
Please contact me with further details of the Perkins Engines European Quality Award.
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“THE nearest fashion will get
to a Ferrari,” is how one fash-
ion journalist refers to
Ermenegildo Zegna’s High
Performance suit. The epit-
ome of the Italian fashion
industry’s innovative
approach to textiles, the suit
allows a business traveller
to step off a plane after a 12-
hour flight with his clothes
completely wrinkle-free.

Zegna needed to find a
lightweight fibre, preferably
wool, that would result in a
suit weighing less than half
the average 0.5 kilos. The
search lasted three months.
Known in the trade as Super
100s, the final wool fibres are
manufactured in such a way
that a 1kg thread will stretch
for 100 kilometres. Its aver-
age width is less than that
of a human hair. When woven,
the new fibre keeps its shape
indefinitely.

“It was one of our tough-
est assignments,” says
Augusto Ferrarris, chief
designer at Zegna, who likes
to demonstrate the remark-

able cloth by tying it into a
knot and unfurling it, utterly
unmarked, to the amaze-
ment of onlookers.

Zegna’s High Perfor-
mance suit costs $2,000.
“It’s like a high-quality
woollen pullover,” says Anna
Zegna, the company’s mar-
keting manager. “It keeps
you warm in winter, cool in
the summer. You, the wearer,
are aware of these proper-
ties but to the onlooker it is
a normal suit.”

Americans have dubbed
the High Performance outfit
“the Friday jacket” because
of its ability to double up as
smart casual wear for the
weekend. Competitors are
now looking into fabrics that
protect against electro-
magnetic radiation. 

The quest
for the
super suit

Linen tailoring: a nice idea
but don’t sit down in it

CHRIS MOORE
Global turnover:$474 million
The five Ferragamo children retain con-
trol of the luxury leather house created
in the 1920s by their father, Salvatore,
who became famous for the shoes he
made for the Hollywood set. The Fer-
ragamos set the pace for raising the
stakes of Italian fashion in July 1996 when
they bought a controlling share in Ungaro.
Ferragamo went on to establish a joint
venture with Bulgari to develop
fragrances for both Ferragamo and
Ungaro. The style of the house has
changed in the past year with a more
urban feel to the collection (left).
Outlook:Chief executive Ferruccio Fer-
ragamo will continue to pursue a policy
of acquiring more brands.
Global turnover:$447 million
Gianfranco Ferré was Christian Dior’s
spirit of the 1990s but when he was dis-
placed by John Galliano in 1996 he
returned to Milan to consolidate his own
label. Ferré’s acumen has been to realise
that women over 40 wear clothes too.
His jeans line has proved surprisingly
popular in what was thought to be a sat-
urated market. This year he celebrates
20 years in the business.
Outlook:Although profits have remained
stable there is a feel of stagnancy about
the company. Analyst Carlo Pambianco
says change is afoot: “Whether it’s
through a mega deal or a stockmarket
listing, a way will be found to take the
company forward.” 
Global turnover: $419 million
Mario Prada opened a leather boutique
in Milan in 1913. In the 1980s his grand-
daughter Miuccia Prada introduced a
clothing line (left) which went on to
become one of the signature labels of
the late 1990s. Prada’s husband and direc-
tor of production arm IPI, Patrizio Bertelli,
believes that Italian fashion needs a
higher profile but he is strongly anti-stock-
market. He has stated that the fashion
business requires a longer-term invest-
ment approach than the stockmarket
will tolerate.
Outlook:Bertelli has ambitions to be an
Italian Bernard Arnault but stresses that
in Italy such a figure would have more
knowledge of the fashion industry.  
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Charles V’s
attempt to
unite Europe
ended with
him mending
clocks in a
monastery
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experience of Romeo Gigli underlines
the fragility of personality-dependent
businesses. Market analysts have lost
count of the number of times the com-
pany has gone bust, thanks to a
designer who, according to one close
friend, “hands out cheques like Christ-
mas presents”. 

Gaeta, a hard-nosed manager with
a long background in financial trouble-
shooting, makes no secret of his dis-
gust for the fashion world’s profligacy.
“Take the fashion shows,” he com-
plains. “OK, so they’re beautiful to
look at, but they can burn up L700
million [$390,600] in 20 minutes.” 

Romeo Gigli’s headquarters at
Palazzo Chiesa in central Milan under-
lines Gaeta’s point. The fashion house
occupies a floor of prime real estate,
elegantly adorned with Renaissance
paintings and decorations. “Like Mrs
Thatcher,” suggests Gaeta, looking
around, “we need to impose a little
market discipline.” 

There are signs that, like Valentino,
firms are tightening their designer-
made purse strings and replacing their
ephemeral family names with longer-
lasting brands. Some, like Gucci Group
NV, have done this by floating shares
on the stockmarkets – with consider-
able success. Gucci sales rocketed 113
per cent in the first quarter of 1996
alone. The HdP deal also made Val-
entino a publicly quoted company.

Others are changing character
through mergers and the entry of big
companies that guarantee better
distribution networks for their designs.
Gaeta has no plans to take Gigli on to
the Italian Borsa, but he is seeking to
build a new management structure
that will tighten up his founder’s finan-
cial act. 

A pool of 60 international compa-
nies that includes America’s Johnson
& Johnson, Swedish automobile pro-
ducer Volvo, Italian tyre group Pirelli
and Dutch electronics giant Philips
invested in Gigli’s future less than a
month ago. The group expects to dou-
ble Romeo Gigli’s annual sales to L500
billion ($279m) over the next five
years by imposing a more efficient
business philosophy and improving
distribution through alliances with
textile companies such as Zegna.

Others have adopted the same
strategy. Textile producer Ittierre, in
the central Italian region of Molise,
has joined forces with Versace, Ferré
and Dolce e Gabbana, among others,
to distribute their lower-priced (but
still luxurious) clothes internationally.
Set up in 1992, Ittierre keeps an esti-
mated 80,000 clothes items at its Iser-
nia warehouse, linked via computer
to 3,000 sales outlets. “If the Japan-
ese demand yellow boots, they can
provide them in less than 48 hours,”
says fashion writer Fede. In less than
five years, Ittierre produced year-end
profits in 1996 of L57bn ($31.8m),
with more than half from foreign sales.

Gaeta is convinced that designers
have much to learn from the sound
business strategies of Italy’s textile
trade. “We need to work more closely.
I can even foresee mergers or part-
nerships,” he says. “ We have much to
learn from them. They have long-
established industrial processes
behind them. We have nothing tan-
gible.” Gaeta admits that he will visit
this week’s fashion shows in Milan
with great reluctance. Straight after,
however, he will happily make the
120-kilometre drive up the Biella val-
ley for next week’s trade fair, seeking
closer co-operation.

He will get a warm welcome. “We
laid the roots of the Italian fashion
industry,” says Barbera. “But the
designers helped us grow. Now it’s
time to pay them back.”

Milan’s hot property: page 35
State of the art: while
English manufacturers
kept producing tweed,
the Italians developed
exciting new fabrics
Global turnover:$335 million
In 1910 Dante Trussardi became famous
in Italy for his stylish leather gloves. His
grandson Nicola speeded up production
techniques and started using leather in
more innovative ways for classic women’s
clothing; he quickly followed this move
with a more “hip” clothing line to attract
the younger market. Trussardi takes a
more modern approach to the use of
leather than its main competitor, Fendi.
The new logo is supposed to represent
what the company specialises in. It is a
greyhound: noble and elegant yet swift
and dynamic. 
Outlook:A hefty 35 per cent of sales are
in the Far East, which augurs for some
rocky times ahead.
Global turnover:$223 million
Domenico Dolce and Stefano Gabbana
are relative newcomers, having just cel-
ebrated 10 years in the business. Influ-
ences include virgins, vendettas,la Dolce
Vita, Sicilian widows and omerta. Their
glamorous clothes (left) reject the beige
sophistication which sums up so much
high-level Italian fashion and have saved
a generation of Italian youngsters from
having to dress tastefully like their par-
ents. Fashion muses include screen siren
Anna Magnani, Linda Evangelista and
Isabella Rossellini
Outlook:Their homewear range is grow-
ing in popularity. Cheaper sports and
jeans diffusion lines have become the
Calvin Klein equivalents of Europe.
Global turnover:$223 million
Founded in 1954, Krizia is one of Italy’s
oldest design houses not to have begun
life as a luxury leather boutique. Com-
pany director Mariuccia Mandelli named
her company Krizia after Plato’s dialogue,
Critias, whose protagonist was a man
unable to stop himself giving women
expensive jewels and dresses. Krizia was
the first Italian company to introduce the
idea of prêt-à-porter clothes. The com-
pany’s commercial structure has always
been based on export (especially to the
Far East), which today represents about
80 per cent of sales. There are 54 shops
throughout the world.
Outlook: Something must quickly be
resolved about a successor to Mandelli.
FRENCH FARMERS protesting in
Brussels against Common Agricultural
Policy reform last week were upstaged
by their own cow.

Marguerite, a green bovine giant
with an improbably shiny resin udder,
is three metres tall and five metres
long and made out of wire, poly-
styrene and grass. It added a touch of
surrealism to the farmers’ protests as
they massed in front of the Council of
Ministers’ building.

La Maquette Marguerite was com-
missioned by the French farmers’
union from Factura, a Paris-based firm
better known for making marionettes
for television programmes.

Company spokesman Michel Ploix
said the cow’s construction had taken
three people three weeks and cost
$11,000. The Brussels appearance
was her first: she will be at an agri-
cultural show in Paris this week.
Before that, she will need some
repairs: the 700-kilometre round trip
from Paris to Brussels on the back of
a lorry damaged her 400kg frame. 

Connoisseurs of the bovine form at
the show may be a little puzzled by
her pedigree. She is, Ploix admitted,
une vache hybride, designed to appeal
to beef and dairy farmers alike. So she
has the head of a Charolais beef cow,
while  the body is a mixture of a Salers
and an Anjou, both dairy breeds.

We should consider ourselves lucky
that the agro-industrial complex has
not yet found a way to clone her. 

Attali encore
GHOSTS of a bygone era are haunt-
ing the European Parliament with the
appearance of Jacques Attali, a former
adviser to the late French president,
François Mitterrand.

No matter that Attali is something
of a Renaissance man who has been
a professor of economics, man of
letters and a judge in France’s highest
court; he will ever be remembered for
one thing – his founding role in the
European Bank for Reconstruction
and Development (EBRD). More
specifically, he will be remembered for
resigning in less than perfumed odour
after a raucous furore over the lavish
spending on the infrastructure of the
EBRD’s London headquarters.

Apt then that Attali was visiting the
European Parliament to talk about
microcredit – now widely touted as a
means to enliven the economies of the
developing world, giving small loans,

Udder nonsense
 generally of less than $100, at high
rates of interest, to individuals who
lack any assets with which to secure
the loan.

Quite a comedown from the EBRD’s
initial capital of Ecu10bn ($10.88bn).

Bottom feeders
THE European Commission came
down hard last week on the abuse of
development aid in Germany.

The aid was granted in 1994 by the
German government to an Indone-
sian public corporation to support its
purchase of three dredgers from Volks-
werft Stralsund, one of the struggling
shipyards left over from years of sub-
sidy in the communist East.

The aid was approved on condition
that the vessels were only used in
Indonesian harbours and waterways,
but in 1996 the European Dredging
Association protested that the Indone-
sian company was using the dredgers
in other countries. 

The European Commission discov-
ered that since 1995 at least one of
the vessels had been operating in
Malaysia for more than 300 days. It
has now ordered that the aid be
repaid, with interest. 

It is still investigating the aid for the
other two vessels. Perhaps somewhere
in the Pacific two dredgers are head-
ing for home in a hurry.

The empire strikes back
BRUSSELS is abuzz with plans for the
commemoration of a previous attempt
to unify Europe, although it ended up
hopelessly botched.

The 500th birthday of the Holy
Roman Emperor, Charles V, falls on
24 February 2000 and will be much
marked in the museums, galleries and
concert halls of Europe.

By accidents of birth and death,
Charles ruled over the Netherlands,
the  combined crowns of Spain, Naples
and Sicily, the German Reich, includ-
ing its greatest kingdom, Austria, and
its Hungarian possessions. Military
campaigns extended his territory in
the Low Countries and Italy.

His political advisers planned the
creation of a secular empire that
would unite Europe and rival the
strength and scope of the papacy.

The extent of Charles’s empire will
be marked by exhibitions in Ghent,
Vienna, Bonn and Madrid. There will
also be a series of concerts, lectures
and exhibitions in his native Flanders.
Professor Wim Blockmans, one of the
international organisers, announced
that the exhibitions would encourage
people “to reflect on the foundations
of the European identity”.

Such reflections might be danger-
ous. The Bonn museum’s most highly
prized contribution to the exhibitions
is the series of tapestries commemo-
rating the Battle of Pavia in which
Charles V defeated the forces of the
French king, Francis I.

It was in Brussels, now the centre
of plans for economic and monetary
union, that Charles V admitted the
failure of his grand project for Euro-
pean unity and announced his abdi-
cation in 1555. 

He then retired to a monastery in
Spain to mend clocks. The latter-day
architects of European unity will be
hoping that times have changed.

Muggers’ game
IT IS DANGEROUS work being in the
employ of the Austrian MEP Paul
Rübig. In the space of three weeks,
one of Mr Rübig’s assistants had his
flat in Brussels burgled, another was
beaten up by a man trying to steal his
car and a third was mugged by five
masked attackers in the city centre.

Mr Rübig reacted by tabling a res-
olution calling for a debate about
safety in the vicinity of the European
Parliament building. He wants more
police patrols, closed-circuit camera
surveillance and a dedicated emer-
gency phone number.

In recent months an Irish MEP, John
McCartin, was beaten with a baseball
bat as he walked through a nearby
park. An Austrian Green, Johannes
Voggenhuber, was attacked outside a
hotel. Mr Rübig estimates that a third
of Parliament’s lowlier employees
have suffered attacks.

But the European Parliament’s pres-
ident, José María Gil-Robles, reluc-
tant to create further bad publicity,
ruled that the resolution fell outside
Parliament’s remit. Instead, he
promised talks with the Belgian
authorities to ensure “a satisfactory
solution”.Mr Rübig said he would
table his resolution again if he was not
satisfied. In the meantime, his assis-
tants are treading carefully.

No deal
THE COLLAPSE of a bribery trial in
Britain will have come as a relief to
the European Commission official
who featured as a key witness. Nick
O’Regan, of Bedford Borough Coun-
2

cil, and Mike Cotter, a Labour coun-
cillor, were appearing at Warwick
crown court charged with soliciting
inducements from Andersson Elfers
Felix (AEF), a Dutch consultancy
involved in European Union work.
They both denied the charges.

The prosecution alleged that
O’Regan had attempted to secure an
inducement and a job for Cotter from
AEF in return for placing a council
contract with them. 

A key part of the prosecution case
was a letter to Cotter from an AEF
employee, Christian Curran, detail-
ing the arrangements between them
in which he said: “I would envisage
that on the signing of a contract we
would pay you 2.5 per cent.”

But when Curran, supposedly a
prosecution witness, denied that the
letter was meant as a bribe or back-
hander, the prosecution case col-
lapsed. The judge ruled that there was
no case to answer. Mr Curran is now
working for the European Commis-
sion in Israel.

Surely some mistake
THE LEADER of a European Parl-
iament delegation to Bosnia and
Herzegovina returned fuming at the
administration of European Union aid.

Tom Spencer, chairman of Parlia-
ment’s foreign affairs committee, said
that he and his five MEP colleagues
had found “bureaucracy and confu-
sion” in Bosnia. He accused the Com-
mission of “understaffing, political
and managerial shortcomings and a
highly centralised decision-making
process in Brussels”.

Mr Spencer said that “as a result 
of the failure of European political
leadership, the Americans take all the
policy decisions and Europe is just
used to provide the money”. 

Over the past two months the Com-
mission has taken steps to decentralise
the administration of aid distribution
in Bosnia. But Parliament wants the
EU to go further and embark on a
“fundamental reorganisation” of its
activities, including the creation of a
special task force to be called “EUAID
for Bosnia and Herzegovina”.

“I haven’t been so angry in 15 years
in the European Parliament,” said Mr
Spencer. Which makes me wonder
where he has been hiding all this time.
-8 MARCH 1998 ■ THE EUROPEAN   13
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Italy milks the system
Investigation

into EU malt subsidies
reveals trail of corruption

F R A U D ■

Sting in
the fields
of barley

BURT GLINN / MAGNUM
T Bernard Levacher’s
cereal farm in the Eure-
et-Loir département on
the fertile alluvial plain
between Paris and

Orléans it has been a bumper year,
but not necessarily for making money.
“Producing barley can be very lucra-
tive if you have the right soil,” he
admits. “But very good years can also
be bad because prices come down.
They have rarely been as low as they
are now.”

In the charmed circle of the Euro-
pean Common Agricultural Policy
(CAP), however, farmers rarely stay
melancholy for long. Barley represents
10 per cent of Levacher’s production,
spread over 20 hectares, which his co-
operative then sells on to maltsters
such as Groupe Soufflet, the biggest
French producer of malt used for beer
production. That chain makes Leva-
cher an innocent player in a labyrinth
where lions lurk. 

Through a complex network of sub-
sidies and refunds, Levacher is part of
a loop designed to insulate growers
and producer-exporters from the vicis-
situdes of the seasons and the cruel-
ties of the world economy. If the
market won’t pay, then Brussels and
the European Commission will. But a
system intended to shelter Europe
from the risks of world markets has
left itself open to daylight robbery by
the very men it is supposed to protect. 

Now investigations into activities
of the maltsters to whom farmers such
as Levacher sell their produce have
uncovered a scandal involving mil-
lions of Ecus in subsidies which have
been misappropriated, lost or just

Bertrand Benoit and Julian Coman
BRUSSELS

A
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plain stolen. An unscrupulous minor-
ity among the men, known as “the
barley barons”, have fabricated and
bluffed their way to illicit riches, grow-
ing fat on non-existent, redirected or
misdescribed exports. They have
benefited along the way from a system
of regulation worthy of the Keystone
Cops.

At long last, the spoor of corruption
has been scented even in the offices
where, it is now admitted with embar-
rassment, the scam has been the ben-
eficiary of incompetent neglect. On
20 February, French MEP Jean-
Antoine Giansily, reporting to the bud-
getary control committee of the
European Parliament, accused the
Commission of gross mismanagement
of export refunds for cereals between
1991 and 1993. The Commission, he
said, failed to run proper checks on
the origin and the quantity of the
exported cereals it subsidised, cleared
dubious financial accounts and failed
to clarify the regulations and guide-
lines governing export aid.

Giansily is demanding an exami-
nation of the whole regulatory system
and, more concretely, the recovery of
Ecu3.3 million ($3.6m) fraudulently
claimed by a British exporter. The
European has learned that British
police are now investigating a UK firm
suspected of embezzling taxpayers’
money; and that is only one part of
an overall picture of corruption and
imaginatively creative book-keeping.
Altogether, the sums lost through bad
management and malpractice reach
an estimated Ecu67m ($73.5m), a lot
of money for a relatively small indus-
try (Britain has fewer than 20 oper-
ating maltsters). 

The theory of export refunds, which
forms the most arcane chapter in the
2–8 MARCH 1998 ■ THE EUROPEAN   
book of EU law, goes like this: refunds
are paid to agricultural exporters in
order to cover the differential between
prices within the EU and those set by
the world market, where the cosy arti-
ficial certainties of the CAP do not
apply. From 1991 to 1993 around
Ecu11 billion ($12bn) was distributed
in export refunds for cereals overall.
For malt and barley alone French
exporters were paid refunds of
Ecu1.07bn ($1.2bn). The figure for
Britain was smaller but still an embar-
rassing Ecu392m ($400m).

Despite the intention to impose
strict regulation, the system in prac-
tice places an onus of essential hon-
esty on the exporter. To obtain his
payout, an exporter approaches the
national customs and excise author-
ity and asks for a certificate for exports
to a third country. That certificate,
stamped by customs, states the
amount of produce to be exported and
its destination. It is then handed to
the national agency responsible for
refunds, in Britain the Intervention
Board and in France the Office
National Intervention Céréales
(ONIC). The process is intended to
incorporate at least two vital checks.
It is the job of customs and excise to
check that exports are accurately
described and go to where it is claimed
they will go. The agencies are expected
to check the accounts of exporters
twice a year.

It has now emerged that for much
of the time between 1991 and 1994,
particularly in France and Britain, this
did not happen when it came to malt
products, even though the EU was
happily handing out more than a
billion dollars in export subsidies to
producers. Bamboozled by the com-
plexity of Commission rules regard-
ing the timing of specific refunds, the
relevant authorities in both countries
asked for clarification but received
none. To all appearances, they subse-
quently gave up trying to understand.

In the UK, customs and excise sus-
pended physical checks on the origin
and the quantity of exported malt. The
British government later discovered
that Ecu3.3m ($3.6m) had been
fraudulently claimed by one exporter.
The European Parliament is now
demanding that the Commission
recover this sum.

In France the situation was even
worse. Controls were halted com-
pletely between July 1993 and Feb-
ruary 1994. So lax had the system
become that most French and many
British producers were effectively free
to claim export refunds without ever
producing the relevant malt.

The evidence is that many did just
that, with the result that the European
taxpayer was funding a sort of “hon-
our system”, often operated by dis-
honourable men. A European court
of auditors report has found that at
the port of Hull in northern England,
the examination of silo records was
deficient, “even when silos were
located close to the export office”.
Frequently and alarmingly, the num-
bers didn’t add up. Alleged quantities
of malt loaded on to vessels appeared
to shrink in transit. During the load-
ing operations the customs men rarely
even bothered to turn up.
In the Normandy port of Rouen,
which boasts the largest group of stor-
age units for grain exports in Europe,
the same auditors found it impossible
to distinguish between produce which
qualified for subsidy and that which
did not. Put bluntly, French exporters
were free to make it up as they went
along. Dunkirk was no better.

As controls degenerated into a
shambolic farce, the less scrupulous
malt producers made hay. Warehouses
across Britain and France became
monuments to ingenious obfuscation.
How was it possible to distinguish
between domestic malt produce
intended for export to a non-EU coun-
try (and therefore attracting subsidy),
from produce imported from a non-
EU country (and not attracting sub-
sidy)? Or from produce intended for
sale within the EU (also not attract-
ing export subsidy, though its purchase
price was effectively already sub-
sidised)? Not surprisingly, no one
knew; the unscrupulous were able to
reap a rich harvest of illegitimate funds
on the back of the confusion.
The culture of malign indifference
went all the way to the top. While the
French and British regulatory agen-
cies had stopped bothering to check,
the European Commission had
stopped checking up on them. The
monthly bills from the national inter-
vention boards arrived, unscrutinised
and unverifiable. The Commission
simply paid them. 

One official at the Clearance of
Accounts unit in Brussels, which
which is charged with rubber-
stamping payments, admits that “no
checks were made by the unit on
exported malt between 1991 and
1993”. In any case, “understaffing”
problems meant that “only the riski-
est transactions are ever scrutinised”.

The court of auditors doesn’t buy
that excuse. “These sort of sample
checks were and are wholly unsatis-
factory,” comments one member. 

As for the missing money, despite
the best efforts of the likes of MEP
Giansily, the task of recovery will be
Herculean. A spokesman for the EU’s
anti-fraud organisation, Uclaf, com-
ments: “It is never easy to recover
money, mainly because big multi-
national companies, in agriculture and
other sectors, are well equipped to
defend themselves.” Even finding a
definitive figure for the amount of
stolen cash will take a considerable
amount of time yet: the Commission’s
examination of its accounts has only
just reached 1994. 

In any case, the European Parlia-
ment is in no position to insist that the
Commission lay the law down to
member states on recovery of funds.
“Apart from complaining, there is very
little Parliament can do,” says one
Commission official. The CAP budget
comes under the bureaucratic cate-
gory of “compulsory expenditures”
which is another way of saying that
they are non-negotiable by MEPs.

A motion of censure could be
moved, but since these crimes and
misdemeanours took place in the time
of the previous Commission, it would
amount to visiting the sins of the
fathers upon the sons. 

Like inheritance tax.
NO ONE, not even the most audacious
and unabashed wine producer in the
Sicilian hills, would ever pretend that
Italian agriculture was pure as the dri-
ven snow. But the revelation this week
that Italian farmers defrauded or mis-
spent European Union agricultural
funds to the tune of Ecu123.5 million
($134m) in 1996 has caused renewed
embarrassment to the government in
Rome. Germany, in contrast, with a pop-
ulation 40 per cent higher, recorded
frauds totalling just $27.8m, while Aus-
tria – admittedly in its first year of EU
membership – presented a clean sheet
to Brussels auditors.

The United Kingdom, so often con-
demned as unEuropean, turned out to
be a virtual model of probity, with mis-
spending held to $4.5m – less than five
per cent of the Italian figure.

Fines imposed by the European Com-
mission barely begin to tackle the prob-
lem. For every misspent grant reported,
many more go undetected. In addition
(see main story), agricultural fraud is
hydra-headed, eating seriously into the
EU budget and sustaining a moral
climate in which deception is regarded
as a way of life.

In Italy farmers have long assumed
that the Common Agricultural Policy
is in fact a politically driven rural sup-
port mechanism which they are invited
to abuse on a systematic basis. Italian
ministers and officials down the years
would almost certainly have agreed.

Arguably, they were right. In the early
years of the then-EEC, maintaining an
active rural economy was the first pri-
ority of member states. Subsidies,
grants and the system of price inter-
vention (which guarantees producers
a living wage and, in so doing, creates
the wine lake and the beef and butter
mountains) quickly became a central
feature of the rural landscape.

Italy, where governments rose and
fell amid constant allegations of mal-
practice and corruption, played the sys-
tem best of all. Production quotas were
ignored; grants were awarded for
schemes never intended to get off the
ground; phantom herds and invisible
wine appeared on accounts destined
for the paymasters of Brussels.

Italy is not alone, of course. The Irish
caught on quickly; so did the Greeks;
Spanish and Portuguese farmers
proved no slouches. Italian producers
complain that the fault lies with Rome.
Dairy farmers insist they were told to
forget about quotas. Officials and aca-
demics admit there is some truth in
this, and there is no doubt the present
Italian government of Romano Prodi
must bear part of the blame.

With the single European currency
approaching and CAP reform a priority,
Prodi is committed to bringing his farm
sector into line with best practice in
northern Europe. Yet to do so, he must
engineer a cultural shift as great as any
Italy has endured this century.

Farmers have already taken to the
streets and are promising dramatic
action if they are asked to bear the
brunt. Prodi knows the scale of the prob-
lem: imposing the necessary correc-
tion is unlikely to prove an easy task.

WALTER ELLIS
Amount of misspent EU agricultural
funds reported to European Commission
in European currency units Ecu

Italy 123,503,793
Germany 25,504,762
Spain 16,487,337
Netherlands 10,130,519
Ireland 7,383,760
Portugal 7,045,267
France 5,096,471
UK 4,157,736
Belgium 2,439,279
Greece 1,361,106
Denmark 553,498
Finland 106,969
Sweden 21,390
Austria 0
Luxembourg 0

A  D U B I O U S
H O N O U R

Source: European Commission
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Oil as a
liquid asset
is easy to
manipulate
but trees are
big and easy
to count

O L I V E  O I L I TA LY

Pure oil 
or greased
palms?

Counting the cost, but not the trees

Giles Tremlett
JAÉN

EBELLION is brewing
again in the rust-coloured
rolling hills of Jaén. The
main roads that thread
their way through the vast

plantations of olive trees in this south-
ern Spanish province are blocked by
angry marching protesters, gathering
in a ritualistic rising against Brussels.

This is the heart of Spain’s olive oil
region. Here the neat lines of short,
round-headed trees stretch as far as
the eye can see and the bitter smell of
freshly pressed olives pervades the air.

Without olives, Jaén’s farmers and
politicians contend, there would be
nothing here: no agriculture and no
jobs. National politicians of all colours
agree. Protecting the olive oil indus-
try is a Spanish national obsession.

Madrid has persuaded the Euro-
pean Union to come up with a series
of subsidies that pumped some $700
million into the olive-growing regions
of Spain last year. The subsidies Brus-
sels gives to individual farmers are
double those they received from their
own government prior to Spain’s entry
into the EU. Far from allowing the
region to explore new ways to earn
money, the EU has increased its depen-
dency on the olive tree and the sub-
sidy that keeps it in place.

The EU is fuelling a vicious circle.
The more money it pumps into the
olive oil industry, the bigger it grows
and the more subsidy is needed to
maintain it.Some 85 per cent of Jaén’s
700,000 hectares of farming land is
covered with olive trees. More than a

R
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EU funds pre
100,000 Spanish jornaleros, agricul-
tural day-workers, depend on the $30-
a-day wage offered by olive farmers
during the weeks of harvest in Decem-
ber and January.

Subsidies are designed to protect
people such as Francisco Molina who,
with his two brothers, has 34 hectares
of olive trees in 12 different plots near
the small town of Torreperogil. “Some
of my trees are 400 to 500 years old,”
he explains. “The olive tree is the most
important thing in our culture.” With-
out a 40 per cent subsidy on each litre,
he says, the trees would be dug up or
left to grow into the wild bushes that
nature meant them to be.

Molina also grows cereals and
admits that as a low-maintenance crop
they do not need much subsidy. But
he values his trees and not just for
historical reasons: “They provide work
for the jornaleros and a livelihood for
many smallholders; that prevents our
villages and towns from disappearing.”

In Brussels Franz Fischler, the EU
farms commissioner, is planning to
reform the $1.8 billion olive oil sub-
sidy programme, money shared
largely between Spain, Italy and
Greece. Fischler wants to award sub-
sidies on the basis of the number of
trees owned by each farmer, rather
than for each litre of oil produced. His
reasons are clear. The current system
penalises small traditional farmers
such as Molina. Those who gain
mostare the wealthy big landowners
and those creating new plantations
with more productive trees and fraud-
sters.

Nowhere is the subsidy system
milked more efficiently, or corruptly,
scribe too m
than in Italy. Many Italian small-
holders claim their subsidy before sell-
ing their olives on to bigger companies
which then claim again. Subsidies are
often paid twice. Oil as a liquid asset
is easy to manipulate but trees are big
and easy to count, Fischler’s logic goes.
Under his new proposals fraud would
be almost impossible.

In Spain fraud is much less preva-
lent, but Molina and his like also suffer.
The big landowners have higher pro-
ducing trees. Irrigation, an option gen-
erally only open to big mechanised
farms, can increase a tree’s produc-
tion from three kilos to 25. Larger
farms, therefore, not only benefit from
better techniques; they can also mul-
tiply their subsidies up to eight times.

Then there are the newcomers:
farmers joining the dependency cul-
ture by changing wheat fields to olive
trees. They gain because new trees
can be planted closer together and
produce more oil. This increase in
productivity helps explain how Spain’s
olive sector, far from being in crisis,
has grown. The number of hectares
dedicated to olives has increased by
10 per cent, to 2.2 million over 15
years.

Fischler’s plan, contained in a
leaked draft document that he is
already backtracking on, has one
added benefit. The EU currently
promises aid to farmers if over-
production forces the price of olive oil
below a certain level. This effectively
means buying olive oil off the market.
“It has never happened,” explains
Molina. “But we have now had two
bumper harvests back to back. The
minimum price aid may be needed
uch medicine, not en
this year. It is an important backstop.”
By transferring the subsidies to trees
Fischler can get rid of this system,
ensuring that the sector never expands
to create an olive oil “lake”.

Despite the fact that he could ben-
efit from Fischler’s reform, Molina was
out demonstrating in the streets of
Jaén last week in an attempt to put
pressure on Fischler and Loyola de
Palacio, the Spanish farms minister.

Politicians, anxious for the jor-
naleros’ votes, refuse to recognise that
the current subsidies make the olive
oil sector a bigger, not a smaller, prob-
lem. Only one person in Spain, the
economist and newspaper columnist
Pedro Schwartz, has dared raise his
voice against the current system as
the annual anti-Brussels campaign
reaches a crescendo.

“It is clear that this absurd policy
has created a parasitic olive sector
whichis now impossible to sort out,”
he wrote in La Vanguardia newspa-
per. “Protecting the olive tree has
made the rich richer. With subsidies
there are now so many artificially
employed people that the choice is
between ruin or revolution.”

Fischler has indicated that there will
have to be a two-to-four-year transi-
tion period before any move to award-
ing subsidies on a tree-by-tree basis.
In the meantime, he has to put limits
on the subsidies received by each
country. His problem is that he must
set limits based on national produc-
tion levels that are, in some cases,
wildly inaccurate or exaggerated. But
waiting another five years is just an
invitation for a million new trees tobe
planted.
Road to nowhere:
traditional olive farmers
make less than big
plantation owners 
yet still resist reform

GRAZI NERI
ough sugar

ABBAS / MAGNUM
Tim King
BRUSSELS

OMETIMES it pays to plead
poverty, especially if you are try-
ing to win a hand-out from the
European Union’s structural funds,
the Ecu33 billion ($36bn) a year

to help economically backward areas.
The European commissioner for regional

affairs, Monika Wulf-Mathies, is preparing a
wholesale shake-up of the structural funds;
but member states and their regional gov-
ernments are lobbying hard against alterations
to the eligibility criteria that would see them
struck off her gift list.

Wulf-Mathies will present her proposals for
reform when the European  Commission meets
on 18 March to consider its budget for the
period 2000-2006. Also on the agenda will be
parallel proposals from Franz Fischler, the
farms commissioner, for reform of the Ecu40.9
billion ($44.59bn) Common Agricultural Pol-
icy (CAP). Together the CAP and the struc-
tural funds make up 81 per cent of the EU’s
Ecu91bn ($99bn) annual budget.

The status quo is in for rude adjustments –
but only if the Commission can persuade mem-
ber states to accept the  practical consequences

S

of what they have already recognised in theory:
that changes must be made if the EU is serious
about enlarging into central and eastern
Europe.

The structural funds are intended to pro-
mote economic and social cohesion by chan-
nelling aid to the poorest geographical areas
and population groups. But the influx from
the east, where the Czech Republic, Estonia,
Hungary, Poland and Slovenia head the queue
for admission, would overwhelm the system
on its present terms. There is no political will
for a huge increase in the EU budget. Indeed
Germany, the largest net contributor, has been
issuing demands for cuts. Monetary union is
in any case forcing a round of belt-tightening
on member states.

The member states know they have to take
their medicine, but that does not mean they
will go along quietly with the Wulf-Mathies
prescription. The Commission envisaged last
year that structural funds for the existing 15
member state should be progressively cut,
while an increased share went to the states
expected to join in 2002. By 2006 more than
a quarter of the regional budget would be
going to new members. At 1997 prices the
hand-outs to the existing 15 states would be
cut back by at least Ecu4bn ($4.35bn) a year.
There are currently five sources of cash sup-
port, of which the most important are the cohe-
sion fund and the regional development fund
(ERDF). The cohesion fund was allocated
Ecu16bn in 1994-99, to part-pay for transport
or environment projects, but only in countries
where the per capita GDP is below 90 per cent
of the EU average: Greece, Ireland, Portugal
and Spain. With the EU average certain to be
reduced by the poorer brethren from the east,
all four risk finding themselves off the Christ-
mas list. The ERDF, by far the biggest of the
funds with an allocation of Ecu109bn for 1994-
99, has four categories of eligibility, referred
to as “objectives”.

Wulf-Mathies plans to simplify the system,
cutting the number of objectives from seven
to three, two of which will be defined by geo-
graphical – potentially cross-frontier – crite-
ria, rather than political boundaries. The new
Objective 1 areas (top priority) encompass
those with per capita GDP below 75 per cent
of the EU average - but more strictly measured
and applied – plus the EU’s outermost regions.
The number of people covered would fall from
25 to 20 per cent of the EU population.

For those well below the cut-off line there
are few fears. There is no danger of Saxony-
Anhalt, the region with the highest level of
unemployment in the former east Germany,
losing its Objective 1 status. Per capita GDP is
about 60 per cent of the EU average. United
Berlin, on the contrary, is likely to lose the
Objective 1 status previously held by the east-
ern part of the city.

Some member states have already
embarked on a rearguard action to save them-
selves from the Wulf-Mathies pruning shears.
The United Kingdom looks particularly vul-
nerable: even Northern Ireland could lose
Objective 1 status. Margaret Beckett, Britain’s
trade and industry minister, has been press-
ing for the Highlands and Islands of Scotland
to retain top priority status by qualifying as a
sparsely populated area – a criterion only intro-
duced in 1995 to help northern Finland and
Sweden. The Belgian region of Hainaut and
the northern French districts of Valenciennes,
Douai and Avesnes might also fail to qualify,
along with the Spanish region of Valencia.

With national and regional interests threat-
ened, the fight over structural funds reform
is, as so often at the council of ministers, liable
to degenerate into an unseemly squabble of
self-interest. But unless the member states
accept the Wulf-Mathies recipe, they know
they will be in no fit condition to welcome
enlargement.
2-8
IN ITALYolive oil is more than a sea-
soning, it is virtually the staff of life.
“We could draw a line between civilised
people, who use olive oil for cooking,
and the uncivilised who use butter,”
says a particularly sensitive Tuscan
farmer.

Any suggestion that Spanish olive
oil producers might have primacy in
the field is greeted with derision. “We
are not interested in arguing with
them, they have nothing to say that
we want to hear,” says Michele Bun-
garo of the producers’ association,
the Unione nazionale produttori olivi-
coli (Unaprol). Then he proceeds to
argue. 

“Spain may have tripled its pro-
duction in recent years and because
of its late entry into the European
Union it escaped some of the con-
trols. But Italy has the most sophis-
ticated control system in the world
for olive trees and olive production,
with all the relevant data perfectly
filed in computers,” he says. “Spain
doesn’t even have a olive-growing
archive, nor an agency for checks on
quality and quantity of trees.” There
are 1.1 million olive producers in Italy,
700.000 of which are members of
Unaprol.

The Italians see the proposed Fis-
chler reform with “cautious optimism
tinged with dissatisfaction”. Bungaro
explains: “We are pleased that for the
first time there is a serious attempt
at reforming olive production in
Europe. But we do not like the pro-
posed new quota for Italy of 446,000
tonnes a year, compared with
538,000 for Spain and 335,000 for
Greece.

“If you consider that our average
annual production, through good
years and bad years, is 550,000
tonnes and that the internal demand
for olive oil amounts to 650,000
tonnes, our request for a quota of
550,000 becomes more than rea-
sonable. In our opinion such an
increase reflects demand in Italy and
should be allied with an enlargement
of the European maximum guaranted
production, which is now only 1.35
million tonnes.”

Unaprol is unworried about the Fis-
chler proposal to switch the calcula-
tion of subsidies from oil production
to the number of olive trees, seeing
it as a potential non-starter. “Such
proposals would not be effective for
the next couple of years anyway and
we are happy with the Europan par-
liament’s rejection of the plan last
December,” says Bungaro.

“With the support of our govern-
ment, we are totally opposed to sub-
sidies on trees, which will affect the
quality of the olive oil produced. Why
should someone be take an interest
in growing, pruning, and feeding a tree
properly if the fact of it being there
is enough to attract a subsidy?”

MICHELE PUCCIONI
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Serious hard ball play in the Balkans
Helping hand: Milo Djukanoivc greets enthusiastic supporters while his bodyguards keep a vigilant watch

I TA LY

US airmen
‘must be
tried in Italy’

M
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Sailing close to the wind in murky waters

R U S S I A

The new KGB poised to rebuild its empire of terror 

DARKO VOJINOVIC
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Michele Puccioni

HE Cavalese cable car
tragedy seems set to turn
from a police and military
inquiry into a full-scale
diplomatic wrangle bet-

ween Italy and the United States. Last
week Giovanni Maria Flick, the Italian
justice minister, announced that his
government is formally to request that
the United States renounce its juris-
diction over any eventual trial of the
United States air force personnel
involved.

Twenty people died on 3 February
when a USAF Grumman EA-6B Prow-
ler jet sliced through the 10cm-thick
cables of the Cavalese-Germis ski lift,
sending a cable-car hurtling 80 metres
to the valley floor. The Italian air force
investigation is expected to place the
blame firmly on the shoulders of the
airmen, from the base at Aviano, 100
kilometres east of Cavalese.

According to the 1951 London con-
vention, United States air bases in Italy
remain sovereign territory and any
judicial proceedings against US per-
sonnel would normally take place in
America. “But this tragedy is some-
thing that goes beyond international
agreements” Flick said. “We have to
take into account the huge impact this
disaster has had on the Italian people
and the possibility that some Italian
citizens may also face charges.” It
would then be sensible to hold a single
trial, he said.

Because the Prowler was operating
in Italian airspace, the pilots were
obliged to respect Italian laws on mil-
itary flights. But the Italians are
responsible for verifying that the rules
are obeyed, so some local officers may
face negligence charges.

General Vincenzo Camporini, head
of flight security for the Italian air
force, has said that the report prepared
by a seven-member investigative com-
mittee left no room for doubt that the
airmen, under the command of pilot
Richard Ashby, were to blame.

“This pilot flew in substantial devi-
ation from the flight plan and the rules
and this was the fundamental cause
of the accident,” Camporini said. Ital-
ian civilian investigators are con-
ducting a separate inquiry.

American sources have claimed that
the crew did not have Italian maps on
which the ski-lift was marked. It is the
Pentagon’s stated policy to use US mil-
itary rather than local maps. But local
officials in the Alpine valley say the
area was well known to pilots from
the Aviano base, who often used it for
practice at low-level flying well below
the minimum altitude of 150m –
revised to 600m after the accident.

One USAF squadron commander
has already been relieved of his com-
mand in the inquiry and the
commander of Ashby’s squadron,
Lieutenant Colonel Richard Muegge,
is also under investigation.

T
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PODGORICA

ILO DJUKANOVIC stands 1.97m
tall, which is fairly average for a
the  “race of mighty mountaineers”,
as Lord Byron described the Monte-
negrins. A former basketball player,

he still occasionally turns out at the age of 36 for
the Montenegro government team against the
Serbian government. It is a serious needle match;
the Montenegrins usually win since they provide
the backbone of Yugoslavia’s international medal-
winning teams. Whether Djukanovic can win his
next big political contest is a question vital to the
fragile stability of the entire Balkan region.

The recently elected president of Montenegro,
smallest of the former Yugoslav republics and
the only one not to have broken away from
Belgrade, is a man in a hurry. Djukanovic has
won applause from Europe and the United States
for his pledges to introduce political and
economic reforms in a country that has for years
been regarded as little more than a lapdog of
Belgrade.

But his sense of urgency has set him on a col-
lision course with the most ruthless and wily of
Balkan leaders, Slobodan Milosevic, president
of Yugoslavia, whom he nominally owes alle-
giance to but openly despises.

In an interview in the presidential office, dom-
inated by the national emblem of two winged
eagles epitomising this sparsely populated land
of stark and beautiful mountains, he poured scorn
on Milosevic’s attempts to stop him from taking
office. “I have not met him since I was elected
president. He is not even attempting to hide his
dissatisfaction with my election. Milosevic is wag-
ing a political battle for the survival of his own
autocratic and uncontrolled rule,” he said.

Djukanovic won a narrow victory last October
in the teeth of unscrupulous tactics orchestrated
from Belgrade. The former Montenegrin presi-
dent, Momir Bulatovic, who also claims to lead
the same party, the bitterly divided Democratic
Party of Socialists (DPS), declared the vote
invalid. His supporters tried to prevent
Djukanovic’s inauguration from taking place in
January with two nights of demonstrations by a
Kalashnikov-brandishing mob. In a gesture of
international support 57 ambassadors attended
his inauguration. But Milosevic has not given up.

Djukanovic's strongest card is the international
support for his reforms, particularly for his radical
privatisation programme. Of 350 “socially
owned” companies, 85 have already been sold
to domestic investors, while one big enterprise,
the Miksic brewery, went to Interbrew of Bel-
gium last year. In January the government inter-
viewed eight foreign groups bidding to handle
the privatisation of six more companies, com-
prising two hotel groups, a health spa, an
aluminium combine, a tobacco factory and a
wood processing plant.

“It is not our objective to sell enterprises to just
anyone who could shut them down and hand
over the burden of social welfare to the state,”
said Djukanovic. “We want reputable companies,
so we are following international tenders pro-
cedures.” But foreign governments remain slow
to follow promises with concrete proposals.

Montenegro’s coffers are empty. The inter-
national sanctions are applied to the republic as
part of the rump Yugoslav federation, and
Djukanovic is pessimistic about the prospects for
economic recovery.

His next two appointments after my interview
were with experts from the British “Knowhow”
fund, set up to provide assistance to former com-
munist countries, and Italian aid officials. The
British promised help in establishing media diver-
sity in Montenegro; the Italians promised 100
buses. But the International Monetary Fund and
the World Bank deal only with central govern-
ments; that means Belgrade. Until Milosevic
honours his commitments to the Dayton accords,
an American “outer wall” of sanctions has kept
Montenegro imprisoned despite its president’s
liberal ambitions.

“Under the Dayton agreement a number of
conditions for the reintegration of Yugoslavia
were laid down,” he says. “One is the restoration
of human rights in Kosovo [where a Serb minor-
ity dominates an Albanian majority]. Another is
co-operation with the war crimes tribunal in The
Hague. But nothing has been done at all. Time
passes and Yugoslavia’s isolation is increasingly
ruinous,” he warns in apocalyptic terms. 

In his inauguration speech Djukanovic denied
his opponents’ claims that he would seek seces-
sion from the Yugoslav federation. But in the
interview he clearly intimated that one issue
could push Montenegro over the brink: the
continued closure of its borders with Albania and
Croatia on the orders of Milosevic.

With a lengthy strip of attractive Adriatic coast-
line, Montenegro is a natural tourist destination.
Yet Belgrade refuses to lift Yugoslav visa restric-
tions on foreign tourists. Djukanovic warns: “I
do not think Milosevic can occupy the post of
federal president and ignore an initiative from
one part of the federation. If he does he will have
to take responsibility for breaking the federation,
because Montenegro does not need Yugoslavia.”

The next big test will be parliamentary elec-
tions in May. If Djukanovic consolidates his posi-
tion, Montenegro could be the role model for a
liberal renaissance in Yugoslavia. But if Bula-
tovic, again backed by Milosevic, wins, the result
would be a dangerous stalemate which could
lead Milosevic to declare a state of emergency
and send in the Yugoslav national army.

We have been there before.
Roger Faligot and Edith Coron
PARIS

BODY in Taipeh, the cap-
ital of Taiwan, and an
antique tapestry in Paris
are two of the key sign-
posts which led investi-

gators into a mysterious labyrinth of
events now entangling a former
French foreign minister in what could
be France’s biggest-ever corruption
scandal.

Roland Dumas, the president of the
country’s constitutional court, is under
investigation over alleged “commis-
sion payments” worth millions of
dollars in connection with the con-
troversial $2.7 billion sale of six
missile-bearing frigates to the Chinese
nationalists of Taiwan.

The body of naval captain Yin
Ching-feng, director of arms procure-
ment for the Taiwanese government,
was discovered in Taipeh in Decem-
ber 1993. His murder was never
solved. But inquiries carried out by
the Taipeh justice ministry’s inves-
tigative bureau pointed to a network
of illegal payments over foreign trade
deals, including the frigate sale.

A chief suspect was even identified:
Wang Chuan-fu, another former mil-
itary officer who acted as an agent for
the French company, Thomson. But
before he could be questioned Wang
fled to the safety of Los Angeles.

Thomson denies any links with the
murder inquiry, which produced the
first public question marks over the
frigate deal. Yet it is known that the
dead Taiwanese officer visited the
shipyard at Lorient in Brittany where
the first of the frigates was being built.
The supposition remains that Yin was
murdered because he was about to
reveal details of under-the-counter
dealings.

While the long-running controversy
over the deal continued, two leading
French magistrates, Eva Joly and Lau-
rence Vichnievsky, were pursuing a
complicated inquiry into the French

A

petroleum giant Elf-Aquitaine and its
foreign deals, in which bribery and
fraudulent dealings have been alleged.

The two cases are linked by one
common factor: Christine Deviers-
Joncour, an elegant, middle-aged
woman who was a very intimate
friend and former press attaché of
Dumas and on Elf-Aquitaine’s payroll.
The former foreign minister is alleged
to have secured the job for her; Elf was
happy to share her privileged access
to Dumas. She was given a monthly
wage of $8,500 and company credit
card.

While investigating the sources of
Deviers-Joncour’s wealth, the judges
discovered she had paid $85,000 for
an antique tapestry, by bank transfer
from an account in Switzerland.
The discovery led Joly and Vich-
nievsky to unearth no fewer
than 10 bank accounts in her
name in Lugano, Switzerland.
Deviers-Joncour then allegedly
admitted being paid a $7.5m
“commission” on the frigate
deal after Elf offered her to
Thomson as an experienced fixer.

The judges are exploring an appar-
ent coincidence in dates between her
“commission” and $1.6m in payments
– some in cash – made into Dumas’s
own bank account in 1991 and 1992.
The main focus of the investigation
has now switched to the frigate deal,
which was controversial from the start.
French industrialists in the military
2

and defence industries were keen on
contracts with Taiwan, which paid
cash on the nail, had a western busi-
ness outlook and was at the time the
world’s third-biggest arms buyer. The
then defence minister, Jean-Pierre
Chevènement, an old friend of a
Thomson director, Alain Gomez,
favoured the frigate deal, for finan-
cial and employment reasons.

The French foreign ministry at the
Quai d’Orsay, however, was anxious
to develop relations with mainland
China, in spite of the Tiananmen
Square massacre and Beijing’s repu-
tation as a poor payer.

Enter Roland Dumas, a close friend
of the then president, François Mit-
terrand, and foreign minister from
1988 to 1993. Initially at least he
backed his ministry’s opposition to
the deal. But by May 1991 he was
telling his Chinese counterparts  that
four frigates would be sold to Taiwan

– but only for defence.
Why did Dumas change his

mind? Magistrates Joly and
Vichnievsky are trying to
answer that question as they
plough through accounts and
paperwork seized from Dumas’s
office, his Paris flat and his coun-
try house in Bordeaux, which
were raided on 27 January.

As for Deviers-Joncour, she
remains in custody. She used to
live in some style, spending
Ffr17m ($2.8m) on a sumptuous
apartment in the rue de Lille in
Paris. Dumas, meanwhile, who has
always had a reputation as a
womaniser, denies any wrongdo-
ing. He says Devier-Joncour
brought him “some dossiers’ but

has not specified their content. His
reputation and position as constitu-
tional court president are under threat.

He can expect little help from the
current socialist government of Lionel
Jospin, which is anxious to dissociate
itself from what now appear to be the
decidedly murky dealings of the
Mitterrand era.
Up close and personal:
Roland Dumas is escorted
from his office by justice
officials in January (above),
and Dumas and Deviers-
Joncour (circled) in earlier
times with president
François Mitterrand
Askold Krushelnycky
MOSCOW

N 1991, after a failed hardline commu-
nist coup against Mikhail Gorbachev,
crowds gathered around the statue of
Felix Dzerzhinsky, the founder of the
Cheka, forerunner of the feared and hated

KGB, and dismantled it with oxyacetylene
torches.

Dzerzhinsky boasted that his service repre-
sented “organised terror”. It had been created
not to repel foreign enemies but to destroy the
citizens of the new communist state who were
deemed hostile to it. The Cheka and its suc-
cessors, metamorphosing through many
acronyms –  OGPU, NKVD NKGB, MGB –  until
becoming the KGB, faithfully carried on that
work, becoming the most feared instrument

I

maintaining Soviet power. Now there are dis-
turbing signs that the old organisation, under
yet another new name, is growing bolder and
is determined to reassert the sinister, all-
pervasive power it used to wield.

After he succeeded Gorbachev, Boris Yeltsin
ordered the “liquidation” of the KGB. Yet he
and many of his closest supporters had been
part of the communist system that had relied
on the same beast. Perhaps they could not
bring themselves to finish it off altogether.

Yeltsin did try to dilute the former KGB’s
powers. The main successor organisation was
renamed the FSB, the Russian acronym for
the federal security service responsible for
internal security. Another unit, the SVR, was
charged with external security – sending spies
abroad – and the former KGB’s army of bor-
der guards also became a separate service. But
in recent months the FSB has mounted a series
of high-profile operations, arresting Russians
and foreigners for spying. It has publicised a
bizarre telephone hotline for Russians to con-
fess if they have been spying for foreign pow-
ers and claims that many have come forward.
The arrests, based on flimsy evidence, seem
ridiculous to outsiders but are intended for
domestic consumption.

The audience is carefully chosen: the
millions of supporters of the Communist Party,
still the single most powerful and best-organ-
ised political body in Russia and still yearning
to restore the days of Soviet power. The moves
also appeal to Russian nationalists for whom
loss of prestige and empire remains a bitter
experience and to the millions who feel they
have been plunged into impoverishment
because of the move to democracy.
An announcement this month that a Krem-
lin committee is to investigate 60,000 public
organisations and 5,000 political parties
formed in Russia since the demise of com-
munism will provide more work for the FSB.

A former KGB lieutenant colonel, Konstan-
tin Preobrazhensky, said: “Anti-western sen-
timent and the image of the United States as
an enemy is spreading in Russia today. The
FSB is using the failures of the democratic
movement in order to restore, step by step, its
lost privileges.” 

The FSB’s biggest victory as it seeks to re-
fashion itself has been last month’s decision
to restore its control over the border guards,
providing it with a private army of 220,000
people, bigger than Britain’s standing forces
and far better equipped and trained than the
shambolic Russian regular forces.
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Inside Europe’s central bank: not ready for business PAGE 50

These guys
got straight 
A grades in
school, but
with a note
from teacher:
‘Does not
play well 
with others’

In the acquisitions
jungle, alpha males are deal-breakers
M A N A G E M E N T  ■

TONY STONE

WHEN
EGOS
COLLIDE
N the primate kingdom, merg-
ers of neighbouring groups
occur only when one or both
groups has been devastated by
some event. Primates may be

the only animals that form political
alliances but they will never do so with
a group of equal strength, or when
they don’t have to. “They get together
in desperation: one male primate will
give the appropriate gesture to main-
tain the alliance that will keep him on
top,” says a Harvard anthropologist,
Dr Greg Laden. 

Perhaps business schools should
add anthropology to the curriculum;
the parallels between the behaviour
of corporate executives and that of
great apes are uncanny. The spectac-
ular collapse of the putative alliance
of drug giants Glaxo Wellcome and
SmithKline Beecham (SKB), which
looks likely to turn next into an aggres-
sive attack by Glaxo on SKB, is a text-
book example. But when two
ambitious,  aggressive alpha males in
the business jungle clash, the casual-
ties are not limited to the individual
executives who walk away with
wounded pride. 

The colossal collision of corporate
egos involved in the collapse of the
Glaxo-SmithKline mega drugs merger
was ironic for another reason. These
were the men who were perfectly will-
ing to sacrifice the jobs of 10,000 of
their employees but could not com-

Cath Blackledge 
and Nicholas Moss
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promise at all when it came to their
own job security and status. As for the
legion of shareholders – well, for them,
it was just tough. A deal that was sup-
posed to deliver them billions in
enhanced value fell apart because the
alpha males at the head of the two
tribes couldn’t compromise. The fiasco
wiped $14 billion off the value of
shares in the two companies. 

The ultimate cost to shareholders
could be even greater than that
because the stand-alone companies
are not as valuable as the two would
be together. There was clear business
logic to the union of the two phar-
maceuticals giants. The deal gave the
companies a drugs research and devel-
opment budget more than twice the
size of their closest rivals, Novartis
and Merck, and the combination of
their complementary research tech-
nologies could have left them streets
ahead of the competition; cost-cut-
ting alone could have saved $1bn. But
because these two great beasts of the
jungle chose to throw sand in each
other’s faces, the deal is off, at least
for now. “If I was a shareholder I would
be very upset,” says Scott Magire at
Andersen Consulting.

The men responsible for this busi-
ness fiasco will doubtless not be grate-
ful for being compared to chimps, but
the metaphor is apt. The alpha male
chimp is a male who physically dom-
inates the whole troop. Sir Richard
Sykes, chairman of Glaxo, is a perfect
example of the alpha male’s efforts to
dominate every scenario. He is alleged
to have reneged on key issues – the
value split of the company (59.5 per
cent to Glaxo) and the make-up of the
combined board – not for business rea-
sons that were evident to dispassion-
ate observers but through his desire
to stamp his authority on every aspect
of the deal. Friendly mergers are not
his forte; aggressive takeovers are.

But he was not the only alpha male
involved in the drama. SmithKline’s
Jan Leschly, a fiercely competitive for-
mer tennis champion, did not agree
to Sykes’s changes; neither man could
compromise. Days after the mega-
drugs merger was announced to rave
reviews it had all degenerated into the
most squalid of rows.

Corporate egos cause problems but
they seem to be inevitable in a busi-
ness culture that prizes drive, deter-
mination and leadership above all.
Having the strength of personality and
the ability to outmanoeuvre others is
a fundamental prerequisite to climb
to the top of any corporate ladder. So
with one power-hungry alpha male
at the top of each company, it is not
surprising that every time a mega-
merger is announced, there’s a high
probability of a boardroom bust-up.

“It takes a level-headed view to say
‘I recognise as an individual I won’t
get the top job, even if it is in the inter-
est of the shareholders’,” says Ian
Diamond at consultancy Arthur D Lit-
tle. There are doubtless rare, saint-like
executives who are capable of putting
aside their personal ambition in the
interest of their organisations, but it
is hard to think of many.

Nicholas Bateson, head of human
resources management at the Euro-
pean Business School, says many
senior businessmen actually go off the
top of the scale on personality tests.
“Some of them have unusual profiles,
scoring extremely highly for assertive-
ness, aggressiveness, extroversion and
dominance. Some of them are almost
psycho-pathological and would have
no hesitation in taking everybody else
down with them. Some are verging
on the paranoid.” Nevertheless these
are precisely the sorts of personality
that companies want because they can
transform a business; the problems
appear only when they have to get
together with peers in other organi-
sations who don’t share their views.
Then, clashes are inevitable.

Cathy Walton, a director of London
business psychologists Nicholson
Bride, warns of the dangers of allow-
ing egos to run rampant at the top of
companies. “The people involved
assume they have the ultimate say and
strive for it. They begin to see them-
selves as infallible and don’t take on
board the views of others. They don’t
see there are other people around who
have valid views.” 

She stresses that any merger nego-
tiations need to establish from the start
what positions will be assumed by key
personnel once the deal goes through.
Otherwise the deal becomes shrouded
in ambiguity. “In a merger situation
there are two or three people used to
heading their own organisations.
From being at the top of the tree they
have to start working as a team and
being frank about their strengths and
weaknesses and how these fit in with
each other. They also need to keep an
external focus. Otherwise antago-
nisms build, people are wrong-footed
and a defensive-attack routine devel-
ops. Ultimately the decision-making
process becomes much harder and in
an extreme scenario people are unable
to envisage working together and the
deal collapses,” cautions Walton. 

The scenario played itself out in the
collapse of the drugs merger, right
down to the script in SmithKline’s exit
press release. “Glaxo Wellcome’s
recent conduct of these discussions
has inevitably strained relations
between the two companies … Insur-
mountable differences have arisen
which would undermine the effective
management of the merged group …”
That’s corporate-speak for calling the
other guy a skunk.

Both Leschly and Sykes should have
taken a look at the merger history
book. Europe’s most spectacular and
public merger bust-up – between auto-
motive giants Volvo and Renault, for
example – ran on similar lines. Leschly
could have learned a lesson on how
the friendliest of marriages can turn
into an acrimonious power struggle. 

In September 1993 Volvo and
Renault, in a deal masterminded by
Volvo’s chairman, Pehr Gyllenham-
mar, announced they were to tie the
knot, with Volvo holding a minority
35 per cent stake. However, three
months later Volvo shareholders and
senior management rejected the mar-
riage plans because of concerns that
the deal undervalued Volvo and was
turning into a takeover by Renault,
without Renault paying the acquisi-
tion premium. Simmering resentment
among shareholders over Gyllen-
hammar’s dictatorial management
style at Volvo, which earned him the
nickname “the Kaiser”, added spice
to the management revolt. The divorce
2

continued on page 22

is reputed to have cost Volvo several
hundred million dollars and forced
the resignation of Gyllenhammar after
more than two decades in the driving
seat. The lesson he failed to learn at
Volvo, probably because his ego told
him it was not necessary, was to sur-
round himself with enough allies in
case of rebellion. 

Whether Leschly will be given the
same treatment and forced to step
down by SmithKline’s board will be
made clear in the coming weeks.
Maybe he has managed to keep a
modicum of business sense in the mid-
dle of all the glamour and attention
that comes with masterminding
mega-mergers and has a second con-
tingency plan stuffed up his other
sleeve. He needs one. Instead of cap-
ping his career by becoming head of
the world’s largest drug’s company,
Leschly may find himself looking for
a job. When Bristol Myers merged
with Squibb, he did not get the job he
wanted and spent a year doing a
philosophy course. Maybe next time
it should be psychology. 

Gyllenhammar, like all alpha males,
did not disappear. He has recently
popped up as the mastermind behind
the £14 billion ($23bn) merger of
British insurance companies Com-
mercial Union and General Accident,
which was announced last week.
Gyllenhammar is chairman designate
of the combined group, which will be
Europe’s ninth-largest insurers and
the second largest in Britain. 

But back to the animal kingdom.
The alpha male in a chimp pack sur-
rounds himself with cronies. Megalo-
maniac men are not content with
planting their cronies on the execu-
tive board. More than 80 per cent of
non-executive appointments are still
made through the old boys’ network,
despite guidelines to maintaining a
degree of independence. 

A recent survey of non-executive
appointments in the top 1,800 com-
panies by Mori shows 59 per cent of
appointments are a result of personal
contacts and only 14 per cent of com-
panies having women on their boards.
Disney’s Michael Eisner is the proud
chairman of a board of directors which
includes his children’s former head-
teacher, his lawyer, the architect who
designed his house and two ex-Dis-
ney executives. “There is no evidence
that the Disney board is anything else
but a rubber stamp for its chief exec-
utive,” says a report by a pension fund
adviser, Proxy Monitor.

Last year’s Mickey Mouse annual
meeting in Los Angeles degenerated
into a six-hour shouting match, so this
year Eisner decided to change the
venue to Kansas City, in a damage-
limitation exercise. Despite these
dodging tactics, more than a third of
shareholders voted to remove Eisner’s
cronies from the board.

Eisner, of course, is a classic alpha
male. In 1995 he hired Michael Ovitz
away from Creative Artists Agency as
Disney’s president and described him
as heir apparent. It was a rash move.
Months later Ovitz was fired, his
bruised ego salved by a pay-off worth
$90m. It is safe to say that these are
men who got good grades in school,
albeit with an annotation from their
teachers: “Does not play well with the
other children.”

Usually, animals fight for a reason:
Law of the wild: parallels
between the anthropology
of animals and business
executives are uncanny
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typically status, sex or mere domin-
ance. Humans often need less excuse.
Egos and pride can lead to running
battles which have absolutely noth-
ing to do with enhancing shareholder
value. Lonrho’s Roland “Tiny” Row-
land and Harrods’ Mohamed al Fayed
were locked in a long-running battle
which cost them both millions since
Rowland challenged Al Fayed about
the source of his money in his takeover
bid of House of Fraser in the mid-1980s.

BT’s foiled attempt to purchase
American long-distance carrier MCI
was in part driven by ego. One Lon-
don analyst says: “The City was
divided over the commercial logic of
the deal but without doubt part of the
motivation came from the ambitions
of then chairman, Iain Vallance, to
preside over a global telecoms power-
house. It would have done little harm
to his ambition to become a lord
either.” BT dithered and its rivals
WorldCom and GTE stepped in. 

Their battle for control of MCI also
seems to have been more about ego
and, in particular, the personalities of
Bernard Ebbers, WorldCom’s boss, and
Charles Lee, his staid rival at GTE, than
about technicalities such as long-
distance calling rates. WorldCom’s
Ebbers won but paid a hefty premium
for MCI, and it will be up to him to
prove the price was right. 

The issue of corporate ego at BT
was also in part responsible for the
collapse of talks with its British com-
petitor Cable & Wireless in 1996.
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Insiders say the arrogance of BT exec-
utives was a serious stumbling block
to negotiations. C&W also had ego
problems with two senior executives,
chairman Lord Young and chief exec-
utive James Ross. In November 1995
both men chose to leave after failing
to overcome their personality differ-
ences and resolve a rancorous power
struggle. Their lack of compromise
was ultimately bad for business, result-
ing in a lack of focus in the company’s
corporate strategy.

The £23.8bn merger of Guinness
and Grand Metropolitan to form
Diageo was nearly wrecked when one
of Guinness’ major shareholder’s
developed a bad case of bruised ego.
The two food and drinks giants had
initially been able to proceed smoothly
with the deal on the strength of the
relationship between the two com-
pany heads, Tony Greener, the
smooth, mild-mannered chairman of
Guinness, and George Bull, the gruff,
stocky chairman of Grand Met. But
they had not counted on the ego of
one man. Bernard Arnault, then Guin-
ness’s largest shareholder, who had
barely been consulted about the
merger and was livid. 

As well as feeling ignored, Arnault
feared that his influence in the envis-
aged behemoth would be greatly
reduced. His piqued ego was enough
to stir the Paris-based executive into
vowing he would pull the merger
apart unless the interests of his lux-
ury goods company, LVMH Louis
Vuitton Moët Hennessy, were better
8

ers simply d
represented. Arnault then took his
company and its shareholders on a
high-risk game of bluff and brinkman-
ship, risking billions of francs buying
stock in Grand Met to bolster his posi-
tion. In the end the strategy paid off
and Arnault is the largest shareholder
in the new company. But at times it
appeared his ego would cost LVMH’s
shareholders dearly, with its stock
price taking a rollercoaster ride on the
Paris exchange. 

Egos play such a large role when
two giant corporations come together
that it is hard to make them work –
unless one personality is prepared to
take a back seat or step down. The
$26bn marriage between Swiss giants
Ciba and Sandoz to form Novartis in
1996 is often held up as a text-book
example of how mega mergers can
work. 

It is successful, but much of that suc-
cess is dependent on the fact that key
personnel were ready for retirement
or were prepared to relinquish old
roles in favour of new opportunities
in other scenarios. Sandoz’s chairman,
Marc Moret, and Ciba’s chief operat-
ing officer, Heini Lippuner, chose to
retire, while Ciba’s spin-off of its spe-
ciality chemicals operations gave
Ciba’s chief financial officer, Rolf
Meyer, the chance to be chairman of
his own company. A similar option
was handed to Sandoz’s chief oper-
ating officer, Rolf Schweizer, when
Sandoz spun off its speciality chemi-
cals division a year earlier.  

The recently announced mega-
on’t work,’ say the ex
merger between Commercial Union
and General Accident has a chance of
working, not because it is based on
good business sense but because the
battle for top positions has already
been decided. General Accident’s Bob
Scott will be group chief executive,
Pehr Gyllenhammar will be chairman-
designate and Commercial Union’s
chief, John Carter, is happy to step
down into retirement. Sparks could
fly though if Gyllenhammar displays
the autocratic behaviour that finally
ousted him at Volvo.

Compromise is essential if mergers
between two powerful corporations
are to work to the advantage of both
parties and their shareholders. Other-
wise friendly discussions will always
break down and can easily turn into
all out war. In the corporate jungle,
the question is now whether the
imperatives of shareholders can over-
come the egos of the managers to force
through deals that deliver them their
just deserts. This is where indepen-
dent directors ought to play a part,
though they rarely do.

The saga of the great drugs merger
may still have an act or two to play.
With SmithKline bruised from two
merger bust ups, a hostile attack from
Glaxo looks imminent. That would at
least result in the companies joining
forces, although job losses from the
top would be sure to follow. Perhaps,
next time, the men in charge ought to
take a handful of tranquillisers, so they
can calm down before saying or doing
anything foolish.
DANGER
EGO OUT OF


CONTROL

Seven warning 

signs

1 Dominates conversations,
commandeers meetings,
interrupts and finishes off
sentences of others. Com-
petitive in all aspects of life,
not only business but also
tennis, squash or drinking.
2 Bold. Has no qualms about
going into new situations and
meeting new people. 
3 Has a hyperinflated opin-
ion of himself and his abili-
ties. His mantra is “After God
came I” and, wouldn’t you
know it, he’s always right.
4 Thrives under pressure. He
loves tight deadlines, is impa-
tient to get ahead and does
several things at once. 
5 Must be the centre of atten-
tion at meetings, parties,
social gatherings, and can’t
do without attention or
flattery. 
6 Loves power and the trap-
pings. Couldn’t bear to be
without the chauffeur-driven
car, panelled office, secre-
taries and trips on Concorde.
7 Has abnormal energy
levels, is always on the go,
needs little sleep, and is con-
stantly restless.
Source: European Business School
‘Wal-Mart
works on
massive
buying
power and
very low

PHIL COBURN / US PIXperts

MERGER and acquisition
(M &A) frenzy has been the
theme of the corporate
world for much of the last
year. Despite the relatively
high cost of acquisitions
and the enormous opera-
tional stress they create,
mergers and acquisitions
are viewed as an essential
component of any growth
strategy.

Cross-border takeovers
of EU companies have
never been higher. In 1997
2,444 acquisitions worth
$157 billion were announ-
ced, more than 50 per cent
higher than the previous
year, according to Acquisi-
tions Monthly. In just one
day in October – dubbed
Manic Monday – nearly
$100bn of deals were
announced as some of the
world’s biggest companies
decided to hook up. Still the
trend to combine has not
diminished; neither has the
delight with which the
stock market greets such
marriage proposals.

Last week, British insur-
ance giants General Acci-
dent and Commercial Union
read from a familiar script
as they announced their
intentions to merge in a
£14.1bn ($23bn) deal to
create one of Europe’s
biggest insurance and
asset management groups. 

The benefits were held
up for shareholders. More
than 5,000 jobs would be
lost from a workforce of
53,000 when the new com-
pany, to be called CGU, is
created. Integration should
result in savings of £225
million after two years, the
companies said. 

Shares in General Acci-
dent and Commercial Union
actually slipped immedi-
ately after the deal was dis-
closed. But both had risen
strongly in recent weeks as
leaks from both camps
heightened the sense of
anticipation. 

The rest of the stock-
market responded raptur-
ously to the news, with
stocks in the insurance sec-
tor making some of the
biggest gains. The FTSE
index of leading shares
gained 94 points, just short
of its 5,752 peak. The
smaller capitalised index
and broader All-Share index
reached new highs. 

By the same token, the
response to news of a
merger collapse takes its
toll on the share price of the
companies involved.
SmithKline Beecham and
Glaxo Wellcome wiped
£14bn off the value of
shares in their companies
when their chief executives
announced the biggest-
ever merger, to create a
pharmaceuticals behemoth
with operations spanning
the globe was off (see main
story). 

But the hype surround-
ing the deal may have been
misplaced anyway. It is not
unusual for headline-grab-
bing mergers to end acri-
moniously in separation. 

British Telecom limped
away with a hefty pay-off
but its pride bruised after
it lost out on American
long-distance carrier MCI
to American upstart World-
Com. Italy’s Generali failed
in its bid to capture France’s
AGF on October’s manic
Monday, though it was
eventually able to forge a
deal with the involvement
of Germany’s Allianz. French
retailer Promodes was
unable to tie the knot with
rival Casino in September
and also missed out on
supermarket group Rallye.

Worse, even if they do go
through, M&A deals are
often not all they are
cracked up to be in the first
place. The promises of syn-
ergy, efficiency and ratio-
nalisation seem to go the
way of many of the other
vows engaged couples 
take at their weddings.
Ironically, while M&A activ-
ity has never been more fre-
netic, very few deals deliver
the shareholder value they
promise. 

As Andersen Consulting
puts it in its report, Mak-
ing Mergers Work: “Quite
simply, most mergers don’t
work.”

The London Business
School has more damning
research. It found that 75
per cent of British-based
M&As failed to reach their
financial targets. Moreover,
half the companies never
recoup the premium they
pay above market value.
Lower productivity, cus-
tomer defections and loss
of investor confidence also
combine to pull down com-
pany share price.

Take the much-trum-
peted merger of Swedish
pharmaceuticals company
Pharmacia and American
drugs group Upjohn in
November 1995. Despite
the promise of better oper-
ating margins, a lower cost
base and the benefit of
combined drugs research,
its performance has been
lacklustre. The supposedly
united company failed to
reach a compromise on the
structure of its new busi-
ness and ended up with
headquarters in Kalama-
zoo, Stockholm, Milan and
London – hardly the man-
ner in which to deliver the
projected savings. A severe
clash of cultures – the
uptight Americans could
not get on with their laid-
back new bed partners – left
the company haemorrhag-
ing top management. Costs
were higher than antici-
pated and new drugs failed
to materialise from the
company’s development
pipeline. In May 1997, after
a string of profits warnings,
and a sliding share price, an
outsider was brought in to
clean house.  
margins’
An examination by Alan
Gregory, professor at the
University of Exeter, of the
performance of acquiring
firms in Britain found
shareholders in the acquir-
ing company tend to lose
out.

In his study of merger
performance in Founda-
tions of Corporate Success,
John Kay, now head of
Oxford Business School,
says: “The effect on busi-
ness performance is more
often negative than bene-
ficial. Frequently corporate
activity is not based on a
clear view of the firm’s dis-
tinctive capabilities but is
the result of financial objec-
tives or simply the thrill of
the chase.”

Some would say that
every bid is the work of an
egomaniac. But where
winning becomes a matter
of personal pride as much
as commercial logic, the
risk of excess is greatest. 

Given the thrill of the
corporate chase, it is under-
standable that chief exec-
utives and their boards
mistake a successful kill for
successful completion. The
sobering reality is that the
benefits of M&A are far
from automatic. 
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UROPEAN shopkeepers
had a nasty start to 1998.
After a tough autumn and
a disappointing Christ-
mas the more knowing

were further taken aback when the
American retail giant, Wal-Mart,
bought Germany’s huge Wertkauf
chain on New Year’s Eve, giving it 21
hypermarkets across the country and
placing it at the heart of Europe’s
complacent retail sector. 

Wal-Mart threatens European retail-
ers, with their addiction to high mar-
gins, by taking to the extreme an
approach known in the trade as “pile
’em high and sell ’em cheap”. Whether
this approach will work in Europe
remains to be seen.

American Wal-Mart stores are typ-
ically twice the size of a football pitch
(four times the size of a typical Euro-
pean supermarket) and all are stacked
with branded quality goods priced to
move with deep discounts. Wal-Mart
invests heavily in staff training; its
employees greet shoppers personally
and pack their bags for them at the
check-out, offering a level of service
normally associated in Europe only
with stores that cater to the wealthy.

This philosophy has made Wal-Mart
the world’s largest retailer. The com-
pany operates 3,300 Wal-Marts, Sam’s
Clubs (membership-only warehouse
stores) and Wal-Mart Supercentres in
America, Argentina, Canada and
Puerto Rico and, by franchise, in
Brazil, China, Indonesia and Mexico.

Wal-Mart comes to Europe lean,
mean and cash-rich. After 99 consec-
utive quarters showing increases in
earnings, the company responded vig-
orously to a single down quarter in
1996, further cutting costs and
upgrading its US stores by converting
older, smaller Wal-Mart outlets into
new Supercentres. These sell groceries
as well as the traditional Wal-Mart
staples. 

Since Americans shop twice as often
for food as for other goods, people
now visit their Wal-Mart stores twice
as often. Shrewdly, Wal-Mart places
the groceries at the back of the store,
making consumers on their way to the
regular food shop pass rack after rack
of potential impulse purchases.

But Europe is not going to be an
easy nut to crack. Although the con-
tinent is notorious for its lazy retail-
ers and undemanding consumers who
put up with high prices and surly ser-
vice, it will not be easy to replicate the
mid-American formula inside the
high-cost EU. Some analysts say it can
only be a matter of time before deca-
dent old world retailers fall before the
vigour of the new, but it is also true
that building stores the size of foot-
ball pitches is not easy in crowded,
environmentally-conscious western
Europe. 

Even if Wal-Mart can get the sites
it needs, it will find it costly to oper-
ate them and it may have a hard time
persuading suppliers to deliver the

Stephen Armstrong

E

goods. Brands such as Levi’s and Nike,
which are commoditised in America,
are carefully positioned to be sold in
Europe at premium prices. Manufac-
turers of electronics products and
white goods are especially notorious
for denying supplies to retailers who
discount.

Richard Hyman, chairman of Ver-
dict Research and a retail industry ana-
lyst who has been following Wal-Mart
closely for a number of years, believes
the ground is hardly fertile for an
American invasion. “For one thing the
market in Europe exhibits all the char-
acteristics that Wal-Mart traditionally
avoids. It’s a low-growth, mature mar-
ket with a sophisticated consumer.
Other parts of the world would rep-
resent much more fertile ground. Wal-
Mart always seeks high-growth, cheap
land, an underdeveloped industry and
an unsophisticated consumer, even in
America.”

While Wal-Mart could continue to
expand throughout western Europe
through a policy of acquisition,
Hyman says: “I can’t see how its share-
holders would support such an expen-
sive move into a highly developed
market when there is much more
money to be made at much lower cost
elsewhere in the world.” 

But Wal-Mart may be more ambi-
tious than Hyman thinks. “When we
purchased the 21 stores in Germany
we decided we were in a vantage point
to look at European competition,” says
Dale Ingram, a spokesman for Wal-
Mart International. “We have had our
35 German managers over to the US
recently to see how we we run things
here and we will be learning from
them about the German market. The
German market is very competitive
and very mature and that has shaped
our plans for the region.”

Just what are these plans? Wal-Mart
may be new to Europe but it is not
naive. It plans to buy its way in, not
to build. 

Outsiders wonder whether there
may be an even better strategy for
Wal-Mart. The truly fertile ground for
Wal-Mart-style megastores is in east-
ern Europe, where the retail sector
looks ripe for the American approach.
Poland looks especially promising,
especially as its planned entry into the
EU is likely to leave it with a great deal
of surplus agricultural land.

Robert Clark, executive director of
Corporate Intelligence on retailing, a
UK consultancy, agrees. “I think Wal-
Mart would do better to look at east-
ern and central Europe rather than
northern and western,” he says. “It
may be true that European retailers
are ripe for revolution in some ways
– German and French retailers are
poor on information technology and
distribution and UK retailers have very
high margins – but there are a num-
ber of factors that mitigate in their
favour and suggest they can strike
back very swiftly.”

Clark points out that Wal-Mart’s US
warehouse rival, Costco, which made
an unspectacular European foray of
its own a few years ago, suffered by
assuming that acting globally as it did
at home was a recipe for European
success. The danger of hubris is real.
Wal-Mart remains a minnow in
2

Europe. Even its German acquisition
gives it just 21 outlets with a turnover
of DM3 billion ($1.65bn). German-
based Markant, however, supplies
41,000 outlets and has a turnover of
Dm44bn, while Rewe has a turnover
of Dm44bn and Edeka has a turnover
of DM39bn. Even Aldi, which is
expanding across the continent, has
a turnover of DM33bn and, with pri-
vate ownership, sells with margins of
one or two per cent. 

“Wal-Mart works on massive buy-
ing power and very low margins,” says
Clark. “It’s hard to see where the com-
pany will get a foothold against these
vast buying groups and privately-
owned companies. Most European
territories also have stores which over-
lap each other’s catchment area; when
conquering America that was some-
thing Wal-Mart didn’t have to deal
with.” 

One apparently ripe plum for pick-
ing is the British market. Whereas
across most of the continent privately-
owned store chains operate on net
profit margins of two to three per cent
– figures very similar to Wal-Mart’s US
margins – Britain is dominated by
quoted companies with net margins
in excess of five per cent. Britain also
has the slackest planning regulations,
albeit stiffer than most US regulations.
Mainstream British supermarkets such
as Tesco also prefer to concentrate on
aspirational consumers. It’s a differ-
ence that hasn’t been lost on European
discount chains such as Aldi, Lidl and
Netto which have established a niche
at the cheaper end of the British
market. 

British consumers, however, have
so far shown little taste for the new
discounters. According to a survey of
consumers by Mintel International,
while only 18 per cent felt that dis-
count retailers sold low-quality goods,
very few said they would “make a spe-
cial trip” to a new discount retailer.
Seventy per cent of consumers said
they would expect a discount of 10
per cent or more before they changed
their shopping habits. Mintel con-
cluded that 30 per cent of consumers
were confirmed bargain-hunters and
this was mainly in the less well-off end
of the market.

The next study for Mintel should be
to look at the increasing willingness
of consumers to cross national bor-
ders to find decent bargains. Britons
are already flocking across the Chan-
nel for cheap booze and the Eurostar
to Paris on Sunday night is packed
with French shoppers clutching goods
from Marks & Spencer and north Lon-
don’s Camden Lock market.

As the mobile worker spreads
through a deregulated continent, it is
but a small leap of the imagination to
conceive of the mobile consumer,
shopping in the countries that offer
the best bargains. If Wal-Mart stores
spread across eastern Europe, west-
ern retailers could still face the night-
mare of their loyal shoppers deserting
them for American-style bargains in
vast retail sheds.
Size is everything: 
a typical cavernous 
US Wal-Mart even 
boasts an in-store
McDonald’s franchise
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French utility giant turns water into wine
T E L E C O M S

Global calling
finds answer at
10,000km high 

PAUL COOPER

HUGHES
N THE three-way race to domi-
nate a new global market for
satellite mobile communications,
the outsider is ICO, based in, of
all places, Hammersmith, west

London.
Unlike its competitors, ICO has yet

to launch its first satellite. Neither has
it had the extensive PR trailing of its
competitors, Iridium, backed by
Motorola, and Global Star, a venture
of Loral Space and Vodaphone. Both
competitors are planning to launch
their services ahead of ICO. But there
are those who think that the European
company may be worth a bet as the
dark horse with staying power.

One reason to back the company is
its Swedish chief executive, Olof
Lundberg. He resigned a sinecure as
the director-general of the Inter-
national Maritime Satellite Organi-
sation, which he had run since its
inception, armed with little more than
a big idea. Lundberg thinks he has fig-
ured out a better way to offer global
mobile satellite communications.

The key to his strategy is his uncon-
ventional approach to the satellites
themselves and the orbit into which
he has chosen to launch them. 

Conventional communications
satellites are launched into geo-
synchronous orbits, perpendicular to
the equator at an altitude of 35,000
kilometres. Here, they appear to
remain stationary relative to the Earth,
and hence it is easy to point a satel-
lite dish at them, to “uplink” or “down-
link” analogue or digital information. 

This orbit works well for television
broadcasting and for trunk traffic
between fixed points, but the satel-
lites are too far out in space to be eas-
ily used by low-powered hand-held
devices. And in the fast-growing world
of mobile communications, nobody
wants to have to set up a satellite dish
every time they want to make a tele-
phone call.

Iridium and Global Star have
chosen to use low-Earth orbiting satel-
lites, orbiting at just 780km. These
work well with low-powered devices
on the ground and require no more
than a conventional cellular-telephone
type of antenna. But the satellites are
not geosynchronous; to ensure that
one is always close overhead, large
numbers must be launched. Iridium
alone plans to launch 66 of them. That
is costly. 

Lundberg’s idea is to use a little-
utilised orbit at 10,000km. That way,
he can make do with fewer satellites,
and make up for their higher initial
cost because they will remain in orbit
longer. Few disagree that the market

Simon Reeve
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potential is huge. Even the rapid
growth of cellular radio has left most
of the world’s surface unserved. It is
estimated that the global satellite
mobile market will be worth at least
$10 billion annually within two years
and that up to 50 million subscribers
will sign up. 

Demand is expected to be strong
not only from globe-trotting business
people but also from millions of
customers in remote areas or devel-
oping countries where it is too expen-
sive to build traditional fixed and
cellular phone systems.

Lundberg insists that despite the
strong competition, ICO has the best
products, best prices and best strategy.
He intends to concentrate on niche
markets such as long-distance lorry-
drivers and capitalise on the expected
demand from “rural and remote” cus-
tomers. Another strength will be his
diversified shareholder base in more
than 50 companies, which include BT,
Deutsche Telekom and telecoms firms
in China and India.

The caution for investors is that the
competition is formidable. Iridium
was founded in 1990 and already has
more than half of the 66 satellites it
needs in orbit. After $5 billion of
investment, Iridium will launch its ser-
vice on 23 September this year, but
its charges will be high: phones will
cost around $3,000, with charges for
calls at up to $6.50 a minute. 

Global Star is running in second,
having just launched the first of 48
satellites and planning to put the rest
in orbit during the next year. Their
charges will be lower than Iridium but
are still likely to be significantly higher
than ICO’s.

Lundberg’s first satellite will be
launched on an Atlas rocket from Cape
Canaveral in Florida only in Decem-
ber this year, but he is confident that
his organisation can defeat the oppo-
sition. “Whenever there is competi-
tion the market grows faster. We will
benefit from that as we come through
with affordable and faster services,”
he said.

Twelve of ICO’s Hughes-built satel-
lites (a modified version of the HS
601) will be placed at the higher
10,000km middle-Earth orbit. As they
are higher than the competition’s, he
will need fewer to cover the world. 

ICO’s satellites will also last for 12
years, seven longer than most of those
in a low-Earth orbit, helping to keep
ICO’s costs down. Price will be crucial,
and ICO’s handsets, made by Sam-
sung and Mitsubishi, will sell for
around $700, with call charges
estimated as low as $1 a minute.

ICO also promises a data-transfer
rate faster than either Iridium or
8

Global Star. Although its telephones
will not initially offer multi-media
services such as Internet browsing, it
will be possible for them to receive 
e-mail messages at the rate of 9,600
bits per second. 

To begin a full service late in the
year 2000, ICO needs additional
funds. Lundberg is thought to be
planning to raise approximately $450
million in a public share offering on
the US Nasdaq to complete the $4.5
billion investment it needs to put 12
satellites in orbit. The firm has already
raised $2bn from such investors as
NEC, TRW, Sumitomo and Telstra.

Lundberg is seen by many investors
as one of the fathers of satellite com-
munications, a man who knows the
industry better than almost anyone.
He spent his teenage years building
radios. 

“I’m still doing it,” he said. “They’ve
just got more complicated.” 
Sky lines: the antenna
array on a Lundberg
satellite, which will 
orbit at 10,000km
Walter Ellis

EAN-MARIE MESSIER,
the chairman of Compag-
nie Générale des Eaux
(CGE), is about to trans-
form his venerable con-

glomerate from a company best
known for sewage treatment and
household waste collection into the
leading French player on the infor-
mation autoroute.

Two years ago Messier announced
his intention of refocusing CGE on
three core activities: collective services
(water, energy, waste disposal); inter-
national electricity production; and
telecommunications. With a detour
to take control of Connex South Cen-
tral, one of Britain’s privatised rail
companies, Messier appears to have
focused hardest of all on telecoms and
is now busy developing media too.

CGE’s latest move is to declare itself
the impresario France needs to drag
it on to the Internet. The French pres-
ence on the Net is currently pitiful:
less than two per cent of French homes
have access. In a deal with AOL, the
largest US supplier of Internet access,
and Bertelsmann, until now AOL’s
exclusive European partner, Messier
has agreed to relaunch the AOL service

J

in France. Messier brings the missing
ingredient to the party: telecoms. One
reason why Internet take-up in France
has been so low is the crippling cost
of connecting to it via France Telecom.
Since CGE owns Cegetel, France Tele-
com’s strongest competitor, that is one
issue that looks as though it will be
solved.

The other problem facing the Anglo-
phonic Internet in France is the lack
of French content. Messier has a solu-
tion to this too. In a deal that further
points the company away from
sewage and towards the future,
Messier is in talks to buy the 70 per
cent of Havas it does not already own.
The terms of the deal are not known
but CGE has denied that it is prepared
to pay one CGE share plus Ffr100
($16.4) for each share of Havas it does
not already own. These reported terms
have infuriated some shareholders.
“Messier’s getting away with highway
robbery,” said Marc Gabelli, manag-
ing director of Gabelli Funds.

A graduate of the prestigious Ecole
Nationale d’Administration (of course)
and formerly a banker with Lazard
Frères, Messier, 41, began as an advo-
cate of rationalisation, trimming fat,
slashing debt and selling off unprof-
itable subsidiaries. Guy Dejouany,
Messier’s predecessor, was a mercur-
ial old-style empire-builder whose
grasp exceeded his reach. The 2,700
companies he assembled under the
CGE umbrella proved to be a house
of cards which collapsed amid losses
of more than $10 billion and allega-
tions of incompetence and fraud.

Messier has been restoring focus to
a group that had become an arche-
typal conglomerate of disparate busi-
nesses held together by no evident
logic. The new logic seems to be, bru-
tally, to convert water into wine, using
2–
the leverage of the cash flow from his
utilities division, which still accounts
for 26 per cent of CGE’s income, to
buy positions in more glamorous, if
riskier, future-facing businesses. 

The takeover of Havas may prove
prescient. Havas’s most inspired cre-
ation, Canal Plus, is not just a trend-
setting television channel; it is also,
via its digital format, capable of act-
ing as an Internet server and provider
of other interactive services.  

For Messier the challenge is con-
siderable. CGE remains unwieldy and,
at least for a time, will become more
so. But the Grenoble-born financier
has signalled his intentions by
announcing that a new group head-
quarters is to be acquired, distinct from
the headquarters of the utilities divi-
sion, giving rise to speculation that
further big changes could be in
prospect. While Générale des Eaux
will remain active in water services
and transport, for the foreseeable
future IT and telecoms will provide
the dynamic for corporate growth.

La Générale has promised profits
for 1997 of Ffr5 billion. With the syn-
ergy of the Havas acquisition just a
year or two down the road, Messier
could emerge as France’s first world-
scale media tycoon.
Café society: as France
belatedly embraces the
Net, Générale des Eaux
aims to play a crucial role
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World News on CNN International.

Every hour, on the hour,

30 minutes of up-to-the-minute news from around the world.

If you want to keep up, keep watching.

On Cable and Satellite
http://europe.cnn.com

B R O A D C A S T I N G

Still no sign of a clear
picture on digital TV

Two-thirds
of viewers
do not even
know what
digital
television is
N British television, his-
tory is repeating itself. A
decade ago Rupert Mur-
doch took on a consor-
tium of commercial

broadcasters and emerged as
the winner in an expensive
battle to control satellite tele-
vision. Now he is again at war
with the broadcasting estab-
lishment in a battle to control
digital TV. 

The conflict is shaping up
to be a bitter one for the pro-
tagonists and a confusing one
for British viewers as they are
forced once again to make a
choice between incompatible
technologies.

It was not meant to have
worked out this way. Mur-
doch’s British Sky Broadcast-
ing (BSkyB) last year
negotiated a deal with its
terrestrial rivals jointly to
launch digital television in the
UK, using a common set-top
box that would be capable of
picking up digital signals from
BSkyB’s satellites as well as
from terrestrial digital
transmitters. 

A joint company was estab-
lished, British Digital Broad-
casting (BDB), in which
BSkyB was a partner along
with Carlton Television and
Granada, Britain’s two lead-
ing commercial television
companies. 

Enter Britain’s television
regulator, the Independent
Television Commission (ITC).
It insisted that BSkyB exit the
BDB consortium, fearing that
its membership would give
Murdoch too much influence
over the new digital trans-
mission medium. 

For those who remember
the history of BSkyB, the irony
was considerable. More than
ten years ago the regulator
refused Murdoch a licence to
use the UK’s direct broad-
casting by satellite frequen-
cies; the spurned media
tycoon promptly leased chan-
nels on a Luxembourg satel-
lite to compete regardless,
ultimately vanquishing the
official licensee, which also
happened to be made up of a
consortium of terrestrial
broadcasters. Now, excluded
from the officially-sanctioned
digital broadcasting scheme,
Murdoch is again prepared to
go it alone and the terrestri-
als are on the defensive.

This time, however, there

Simon Reeve

I
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is a difference. In 1989, when
Murdoch launched Sky, there
were but four complacent
terrestrial channels available
and consumers were quick to
buy dishes in search of then-
novel channels specialising in
films, sport and news. 

Today more than a quarter
of British television homes
already have access to dozens
of satellite channels and the
additional benefits of con-
verting to digital are less obvi-
ous. BSkyB and BDB face
formidable obstacles per-
suading Britain’s viewers to
make a switch.

In truth, digital is a hard
sell. Its backers claim that it
is the most exciting develop-
ment in entertainment since
the introduction of colour,
promising better quality pic-
tures and sound, scores of
new channels including
movies and sport on demand,
as well as a host of ancillary
interactive communications
services, including access to
the Internet, home shopping
and banking, all through one
screen.

But delivering these ser-
vices is proving problematic,
and the inability of the two
sides to agree on a common
set-top box is presenting con-
sumers with a classic
dilemma. Traditionally, con-
sumers have proven highly
reluctant to invest in new
entertainment technology
unless they are convinced that
it will prove durable. Thus,
when the first video recorders
were introduced in the late
1970s, many buyers held
back for a long time because
they were unable to choose
between the rival Betamax
and VHS formats.

That dilemma was finally
resolved with the introduc-
tion of rental schemes, which
minimised consumer risks,
and there followed a coup de
main by the proponents of
VHS, who were the first to
extend cassette playing time
to accommodate full-length
feature films. Nevertheless,
many consumers who chose
the losing standard, Betamax,
were embittered by the expe-
rience. They were among
those who held back from
acquiring satellite until it
became clear that Murdoch’s
system would triumph over
the technically incompatible
system used by its then-rival,
British Satellite Broadcasting.
RCH 1998
Originally, BDB was to use
a digital set-top box devel-
oped by a Murdoch company,
but since BSkyB was expelled
from the consortium relations
between the terrestrial play-
ers and Murdoch have degen-
erated into acrimony; BDB is
going in a new direction. 

Inside BSkyB’s headquar-
ters on an industrial estate in
west London, there are
reports that executives are
holding weekly “F*** BDB”
meetings. Michael Green, the
head of Carlton, was said to
have been astonished last
week when a whole day
passed without a writ from
BSkyB landing on his desk.

If so, it must have been an
oversight. BSkyB has already
issued a writ against BDB over
a $50 million compensation
payment due to BSkyB when
regulators forced it to with-
draw from the BDB consor-
tium. BDB is refusing to pay
until BSkyB secures digital ter-
restrial rights to supply cov-
erage of Premier League
football on BDB. This may
prove impossible, as the Pre-
mier League has ideas of its
own. Even if the league plays
ball, BSkyB is unlikely to be a
pushover. Football has proven
to be a major attraction on
BSkyB’s existing satellite ser-
vice and depriving its rival of
football would be a good start
to scuttling their chances.

Mark Booth, the chief exec-
utive of BSkyB, is now threat-
ening new legal action after
BDB announced that it will
use software in its set-top
boxes supplied by Seca, a joint
venture of France’s Canal Plus
and Bertelsmann of Germany.
Booth claims this breaks an
agreement to make BDB’s
boxes compatible with
BSkyB’s, which use technol-
ogy supplied by NDS, part of
Murdoch’s News Corporation.

All this adds up to
embarrassment for the ITC,
which is continuing to insist
that subscribers to digital tele-
vision must be able to switch
quickly and easily between
digital satellite and digital ter-
restrial. Since there is bound
to be a third digital system,
offered by cable operators, the
prospects for a common dig-
ital platform currently appear
remote. The competitors face
huge marketing problems.

Although television pro-
fessionals are enthusiastic
about digital television,
consumers are thus far only
dimly aware that the new
medium even exists. Research
conducted for Pace Micro
Technology, the Yorkshire-
based manufacturer of ana-
logue and digital set-top
boxes, shows that two-thirds
of viewers do not even know
what digital television is,
months before BSkyB is sup-
posed to launch its service. 

Manufacturers seem to
think that “digital” is a magic
word which can be used to
sell an expensive new enter-
tainment format; but the Pace
survey shows that 65 per cent
of people say pay-per-view
programmes on digital will be
of “no value” to them. Only
eight per cent of people say
they would want the service,
which had been expected to
be a big earner. 

A survey by the ITC also
shows little evidence of pub-
lic demand for new channels.
“There is a stable group who
refuse to be interested,” says
the report. That doesn’t mean
digital can’t succeed but it
does imply that the compa-
nies will have to prove
remarkably adept at market-
ing their new technology.
BSkyB is a master at this
game but even it has prob-
lems. The number of cus-
tomers handing back the
firm’s current satellite dishes
(the “churn” rate) has
increased by more than 15 per
cent in the past six months.
Although a quarter of British
homes have taken BSkyB
television in the past nine
years, most people remain
stubbornly uninterested in the
prospect of more TV channels. 

BDB’s problem is, if
anything, worse. It has hired
a newspaper executive,
Stephen Grabiner, as its chief
executive, but he is still under
contract to United Newspa-
pers, where he is managing
director, and his current
employer is refusing to let him
leave until 1999. Even if that
dispute is resolved before then
Grabiner, who did not impress
in newspapers, knows noth-
ing about TV.

BDB has another problem.
While its rival operates one of
Europe’s most adept customer
service operations, the sub-
scriber management centre
based at Livingston in Scot-
land, BDB has no similar
experience of operating call
ACTION PRESS

centres and fulfilment opera-
tions on such a scale. It
underestimates the difficul-
ties of this at its peril. BSkyB
also enjoys established rela-
tionships with the retail trade;
BDB partner Granada is actu-
ally pulling back from the
retail and rental business.

The government has
launched a consultation
process on the introduction
of digital television after an
economics consultancy, Nera,
forecast that the switch could
cost consumers more than
$23 billion. 

Set-top boxes, even when
subsidised by the broadcast-
ers, will sell for roughly $300
but many customers will also
need to buy new aerials and
video recorders as well as new
television sets, on top of a
monthly subscription. The
idea that existing analogue
services might be cut off after,
say, 10 years, to encourage a
switch to digital, is dynamite.
It could leave millions of peo-
ple, including pensioners,
unable to watch television.
But it might be the only sure
way to make the digital revo-
lution work.

For the moment the biggest
question concerns when a
digital service will be
launched. Although BSkyB
claims to be on target for a
June launch, it now looks
likely that satellite digital TV
will not become widely avail-
able until next year. The Astra
2A satellite which BSkyB will
use is not due to be launched
until May and full services
may not start until autumn. 

Consumers who hope to
sign up to digital during the
crucial run-up to Christmas
will be confronted by con-
flicting advice and bewilder-
ing offers. It is a recipe for
confusion and many will
simply stand aside until the
digital television picture
becomes clear.
BSkyB

ON OFFER: 200 digital satellite channels, with
a further 50 audio channels with CD-quality
sound. BBC1, BBC2 and UK Gold will be available
as well as existing Sky channels. BBC’s 24-hour
news channel and a link with Channel 5 also likely,
as are specialist channels for sport, music and
lifestyle. Customers would have a pay-per-view
film channel, with a film of their choice every 30
minutes.

PRICE:No prices confirmed, but approximately
£200 ($330) for a set-top box and movies starting
at roughly £3 each. Many viewers will need to
buy other new technology.

START DATE:BSkyB claims services will begin
in June but autumn looks more likely.

BDB

ON OFFER: A 30-channel digital service on
terrestrial television. Fifteen of the 30 channels
will be new, 12 will be free and the remaining three
(two Sky sports channels and the movie channel)
will be available by subscription.

PRICE: Operating via existing aerials, viewers
will need only a set-top box decoder for about
£200. Basic subscription will be around £8.99 a
month, rising to £20 for all premium channels.

START DATE:  Expected to launch in the autumn. 
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Germans turn to the state
as east-west rift narrows

‘With a view to a death in the morning’: the fight over England’s traditions hots up

The man for all the wrong reasons

Lower
Saxony is 
as bitterly
poor as ever 

Gerhard Schröder poses as the SPD’s business-friendly pragmatist, but 
is the prime minister of Lower Saxony really just an old-fashioned protectionist at heart?
G E R M A N Y ■
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N the intellectual world of Gerhard Schröder,
the state plays an important role: it is up to the
state to get involved on behalf of businesses,
to work as an intermediary between them and
to provide an attractive framework for them

in which to operate.
A belief in economic policy based on state inter-

vention has been demonstrated many times by this
Lower Saxon power-player who is such a contro-
versial figure in his own party because of his sup-
posed closeness to the “bosses”. First and foremost
there is the Lower Saxony Land’s holding in Volks-
wagen which Schröder – “for strategic reasons” –
does not want to disturb. The Land government
currently holds 20 per cent of VW’s share capital.
As a member of the VW board, Schröder, rather
than lose influence, allowed himself to be carried
along in discussion about increasing the company’s
capital through a rights issue, despite Lower Sax-
ony’s empty coffers. 

Schröder also made his influence felt in securing
the appointment of Ferdinand Piëch, VW’s chief
executive, and threw his weight heavily on the side
of the carmaking giant in the controversy over José
Ignacio López de Arriortua’s defection from Gen-
eral Motors and the accompanying allegations of
industrial espionage. Schröder also fought tooth
and nail to have cars made in Salzgitter. But nobody
– not even the opposition CDU – bothers to ask
whether this involvement of the Land government
in VW actually makes sense. If the “Lex VW”, which
in effect gives Lower Saxony control over Europe’s
largest carmaker, did not already exist then Schröder
would have invented it.

In every big business in Lower Saxony, Schröder
wants to be “on board”, driven by barely compre-
hensible fears of the Land bleeding to death indus-
trially. It was exactly these fears that were
instrumental in Schröder’s decision to prevent the
Italian Pirelli group taking over tyremaker Conti-
nental in 1993. He weighed in to create the so-called
“Lower Saxony pool”, made up of Norddeutsche
LandesBank, PreussenElektra, two insurance com-
panies and the regional savings and loan organi-
sation, which then raided the Conti-shares already

Peter Heinacher
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in Italian hands. The invasion of the north German
plain by foreign investors was repelled.

The Preussag Steel deal followed the same pat-
tern. Here too the hour came when the documents
outlining Preussag’s agreement for a sale of its steel
sector to the Austrian Voest-Alpine concern landed
on Schröder’s desk. A sell-off to the Austrians? Just
before the local elections? The very idea was
anathema. Almost immediately it was announced
that Preussag Steel would be taken over by the Land
and Nord/LandesBank.

So have Schröder’s economic policies been suc-
cessful over the years? Only partly. In no way has
Lower Saxony under Schröder been transformed
from Cinderella into Sleeping Beauty. The Land is
as bitterly poor as it ever was. The economy is struc-
turally weak and in terms of debt and unemploy-
ment it stands right at the top of the list among the
larger west German Länder.

Of course there is no question of accusing
Schröder of lacking political good intentions. During
his time as a member of the VW board the Wolfsburg
carmaker went through a difficult rationalisation
Q  D E A L
but one which paid off in the end. At Continental
some things have also improved, although it must
be said that the company’s restructuring has sub-
stantially involved moving parts of the production
process abroad and cutting the workforce. 

Even at the Lemwerder aircraft works, which pre-
viously belonged to Dasa and then was briefly run
by the Land government, the future looks a little
rosier.

Schröder supported all these rationalisation
processes through his connections to workers’
factory committees and the management; he acted
as mediator. But he still did not succeed in reme-
dying the structural weaknesses of an economy
dominated by car manufacturing and agriculture.
What Schröder has done in industrial policy is no
evidence that he is on the right track in his economic
policy. The billions spent by the Land in supportive
intervention would have been far better invested
in projects for the future.

A worrying aspect of Schröder’s economic poli-
cies is his bunker mentality against foreign investors.
What lies behind this is the social democrat politi-
cian’s fear that foreign concerns will absorb know-
how from Lower Saxony firms they take over and
turn the Land into little more than a workbench for
foreign-based industries. For the image of Germany
as an attractive investment site, Schröder’s policies
are fatal.

Let us imagine the Social Democrats were to win
the election with Schröder as their candidate: how
is Chancellor Schröder going to set about cam-
paigning abroad for investment, when every poten-
tial investor has a vivid memory of this same SPD
politician a few months earlier evicting all foreign
invaders from the north German plains? There
would be no credibility at all. 

“It is not a question of social democratic versus
conservative economic policies but of modern ver-
sus old-fashioned ones,” was the phrase Schröder
famously formulated two years ago – and lost his
job as SPD economics spokesman on account of it.
But to say that Schröder’s economic policies are
modern and therefore successful – based on the
results of his eight years in office – is a claim that
nobody would swallow.
This article first appeared in Handelsblatt
You scratch my back:
Schröder awards a medal
to his protégé and ally,
VW chief Ferdinand Piëch 
AMMER – WIENER ZEITUNG, VIENNA, AUSTRIACARTOONISTS & WRITERS SYNDICATE
OF THE FIVE permanent members of
the security council, three – China, Rus-
sia and France – were hostile to an
American airstrike, because it was an
act of aggression rather than, as in the
Gulf War, a reply to aggression. But
China and Russia were perhaps not
unhappy to see the United States upset
Arab opinion. Only France had the
audacity to act, allowing the efforts of
the UN secretary-general to bear fruit.

France showed that the US’s best
partners are those who can keep their
heads. Discreetly, without embar-
rassing President Clinton, France kept
the diplomatic option open and helped
him avoid a terrible faux pas.

How is it that a power which even
we often describe as “medium sized”,
or even “small”, could be so effective?
The reason is that France has more

Le Figaro
 credibility in the world than it believes.
Crises are very revealing. It must be

noted that Britain aligned itself with
Washington with alacrity; Germany did
the same but in a more disciplined way;
and even Italy managed to quieten the
indignation roused by the Cavalese
cable-car incident. Imagine that a com-
mon European foreign policy had
existed and that it had been defined by
the majority. What would have hap-
pened? France would have had to give
way; Europe would have followed the
Americans without a word of dissent.

De Standaard
EVERYTHINGseems to indicate that
UN secretary-general Kofi Annan has
succeeded. No one can have any
regrets that a military confrontation
in the Gulf region has been averted –
even the Americans, it appears. Every-
one agreed that the regime of Saddam
Hussein is a danger. The question is
only how such a regime can best be
neutralised. The way Washington has
gone about it is deeply questionable.

Süddeutsche
Zeitung
THESaddam-Annan deal is a glimmer
of hope, nothing more. It will bathe the
region in its weak light for longer with
the visible presence of the Anglo-
American fleet. The weeks ahead will
show whether Saddam adheres to the
deal, thus preventing military action.
The ancient conflict between Israeli
and Palestinian had been pushed out
of the limelight, first, because it was
stymied anyway; and second by the
threat of war in the Gulf.

But already, before Annan had
returned to New York, the spotlight
swung back to the Mediterranean. Ben-
jamin Netanyahu sprang a surprise by
announcing not only that a meeting
between him and Yasser Arafat on US
territory was necessary but also that
he was ready for true peace and real
concessions. He spoke of “final reso-
lutions” and Arafat – unlike his previ-
ous attitude – signalled straight away
that he, too, was ready to negotiate on
final agreements regarding borders,
regions and sovereignty. They both
know that Clinton, so far the winner in
the Saddam conflict, will return with
new energy to their peace negotiations.
So they had better organise themselves
before Big Brother puts pressure on
them. The test of strength in the Gulf
in 1990/91 produced the Palestinian
peace process as a side-product. Per-
haps the recent points win against Sad-
dam could provoke a similar miracle. 
El Mundo
A DIPLOMATIC solution to the crisis
does damage to the White House; even
a lot of damage. For the political price
of an attack which was opposed by both
public opinion in the US and the Arab
world would have been very high. If Kofi
Annan’s compromise holds, it will be a
shot in the arm for the beleaguered
United Nations.

Kommersant,
Moscow
The US has simply dealt Iraq a sym-
bolic blow. Thanks to its own designs,
the administration of President Clin-
ton put itself into a highly tricky situ-
ation, from which it could see no way
out. If the US had begun its military
operation, however, and Baghdad had
responded, we could have expected a
worldwide outbreak of unrest. Clinton
would also have found the Republican
majority in Congress against him. Sad-
dam would have had the president
wrapped round his little finger and tax
money would have been spent in vain.

La Repubblica
THE agreement brokered by Kofi Annan
could be broken by Iraq. But the most
important consideration is that the
danger of a new Gulf war has been
averted, because even the United
States does not have the political and
psychological strength to allow the UN
secretary-general to fail by going ahead
alone with a military strike on Iraq. The
Clinton of these days is a reluctant war-
maker. The hopeful signs that Annan
gave him were too precious to be
rejected.
Die Welt 
THE language of news reportage is
often unclear. The UN secretary-
general, it says, managed to “prevent”
military action in the Gulf. In reality, he
persuaded Saddam to reconsider his
position. But while the weapons are
silent, the political crisis is not over
yet. The UN mission offered Saddam
not only an escape route from a sec-
ond military disaster but also the kind
of international influence not offered
to a dictator for a long time.

The situation also reflects on the US
as a “world policeman”. In the end diplo-
macy outstripped the military option;
how far it was successful the future
will show. The media note a setback for
the US. In his first statements Clinton
put a brave face on the game of UN
diplomacy. He can explain convincingly
that without pressure Saddam would
not have given way and that the con-
tinuing military presence ensures that
promises are honoured. At the same
time Washington has to be prepared
for a second passing manoeuvre of the
“multipolar” coalition: for a softening
or even a lifting of sanctions.  

Libération
FOR once good sense has prevailed in
the cruel circus of international rela-
tions. Bloody, disproportionate and
counterproductive, the bombardment
of Iraq would have aggravated the sit-
uation in the region without dispelling
American fears about Iraqi armaments.
Obviously, without the deployment of
American troops in the Gulf and with-
out Clinton’s threats, compromise
would have been impossible. America
has spoken loudly backed by a big stick.
Finally it was heard.
GERMANY’S OPPOSITION SPD, EMERGING
from the tumult of the Lower Saxony elec-
tions, steels itself this week to select either
Gerhard Schröder or Oskar Lafontaine as can-
didate for chancellor. But most Germans, it
seems, believe in the old-fashioned social
democratic ideal that the state owes them
not only a living but good health and a pros-
perous old age. Two-thirds of respondents in
a poll published by the Allensbach Institute
said that the state’s first responsibility was to
provide jobs. In 1994 they believed it was to
improve the environment. They also wanted
more national resources ploughed into health
care and pensions.

Analysts see in the survey a return to the
old socialist ideal of the state as the key
provider – a view disavowed in theory as
much by Schröder as by the governing CDU.
Revealingly, differences in expectations
between Germans in the east, who always
favoured the rights of the state over those of
the individual, and the traditionally more self-
assertive west Germans have decreased over
the past four years, a trend that is beginning
to concern supporters of liberal parliamen-
tary democracy. 

The result of the general election in Sep-
tember could decide not just the fate of
Helmut Kohl and his ambition to outserve
Bismarck, but the kind of state the emerg-
ing “Berliner Republic” will become.

◆◆◆

WARRING BIKER GANGS WHO FOR FOUR 
years terrorised Scandinavia, otherwise one
of the most peaceable areas of the world, have
declared a truce, but it is not good news for
Nordic crime rates. A series of shoot-outs,
bombings and assassinations carried out
between the Hell’s Angels and the Bandidos
left 12 people dead and almost 80 injured.

But now that peace has broken out, police
officers are complaining that the new-found
spirit of co-operation among the biker com-
munity has led to a hugely increased work-
load. Oslo police claim that their narcotics
squad has never been so busy, dealing with
four large drugs-busts in the past few months. 
The story is similar across the region. “While
the war raged, gang members had no time
to see to their other criminal affairs,” com-
plained one exhausted police chief in Stock-
holm. “Now it’s back to business as usual.”

◆◆◆

AN ANNOUNCEMENT BY LEO PEETERS, 
the Flemish interior minister, that official
information in six outlying districts of Brussels
will in future be provided in Flemish has only
served to set Belgium’s two linguistic com-
munities at each other’s throats.

Brussels, towards the southern extreme of
the Flemish region, is supposed to be
bilingual, although a majority of its inhabi-
tants speak French, and Peeters’s decision
effectively to expand Flanders into the federal
capital has caused outrage among Walloons.

Belgium has been tearing itself apart ever
since it was created in 1830 as a buffer state
between France and the Netherlands. The
division of the country into autonomous
Flemish and Walloon regions, completed in
1993, was supposed to resolve the ethnic
question for good, but succeeded merely in
giving further hostages to fortune. The fron-
tiers of the various linguistic zones are jeal-
ously guarded, while the two communities –
plus the tiny German-speaking minority in
the eastern Eupen and Malmedy areas – slug
it out for federal and European Union grants.

Over the past 30 years Francophone
Belgians have watched aghast as their
historical dominance of national affairs has
been whittled away by their Flemish com-
patriots, whose economy, free of the burden
of past reliance on coal and steel, has become
significantly more dynamic.

The realisation that the increasingly
assertive Flemish majority may now be
attempting a linguistic putsch as well is,
for French-speakers, the last straw. Polit-
ical leaders and their followers on both
sides are entering the fray. The country’s
embrace of the European Union and the
single currency may come just in time to
see the Belgian nation-state disappear up
its own arguments.
ITALIAN POLICE WHO ENTERED A FARM-
house near Catania in Sicily last week
expected to uncover a Mafia arsenal of arms,
ammunition and explosives. What they found
was the mob’s latest high-tech “persuader”,
a portable inquisition kit used apparently to
extract information and extort confessions.

Investigators believe that the American-
made generator, known as the “Omega Stim-
ulator” and advertised by mail order
catalogues as a defence mechanism for
females in tough districts, may have been
used by the local Mafia to detect traitors
within their ranks who had broken the rigidly
enforced code of silence.

The instrument, reconfigured as a highly
effective “Omerta stimulator”, can produce
a charge of 120,000 volts, with devastating
effect. Pressed against someone’s throat, the
electrodes induce immediate fainting;
attached to a man’s testicles, they can dis-
tinguish truth from lies within seconds. 

◆◆◆

BRITAIN’S LOVE-HATE RELATIONSHIP WITH
its countryside is reaching a crescendo of ten-
sion. City-dwellers – particularly Londoners
– whose experience of rural life is mainly con-
fined to day trips and the view from the
motorway, are regularly exercised by what
they perceive to be the social failings of their
country cousins. 

Urbanites detest fox-hunting. They believe
farmers to be over-subsidised, self-indulgent
despoilers of the landscape and cannot under-
stand why village residents do not want hous-
ing estates and motorways next to their
homes.
Matters have come to a head over a par-

liamentary bill that seeks to outlaw hunting
with hounds. The Countryside March on Sun-
day attracted tens of thousands of pastoral
protesters to the capital, demanding the
survival, intact, of their way of life. All over
the country, from the Shetland Islands to Lon-
don’s Hampstead Heath, beacons were lit pro-
claiming rustic independence. One Berkshire
farmer, who had been planning the demoli-
tion of an old barn, simply set fire to it, while
in Cornwall an illuminated balloon was visible
for a distance of 50 kilometres. 

Sam Butler, one of the march organ-
isers, is in no doubt of the seriousness of
the task. “Freedom is something the British
people have fought for in the past,” he said,
“and I believe they would do so again.”

◆◆◆

SEX. ARE YOU GETTING ENOUGH? THE
answer, it turns out, may depend on where
you live. A survey by the French National
Institute for Demographic Studies reveals
that north European females become sexu-
ally active on average two years earlier than
their southern counterparts. Icelandic women
tend to have sex for the first time at the age
of 16, while the women of Portugal and
Greece wait until 19. British and German
women fall in between – losing their virginity
at a mean 17 – while the French opt for 18.

No doubt the weather has a lot to do
with it, but southern women apparently
continue to be dominated by their men-
folk and do not wish to bring “shame” on
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Is the German Chancellor one of the century’s most inspired statesmenB O O K S ■

History of Helmut the juggernaut
C U LT U R E  C L A S H

Sturm und Drang rage
around Goethe’s refuge

ROLAND WEIHRAUCH

or a plodding mediocrity with talented friends?
heavyweight leader of the CDU’s
Bavarian sister party, the CSU, was
letting off steam over the conserva-
tive party’s candidate after Kohl failed
to beat Helmut Schmidt in the general
election. 

Kohl is Germany’s longest-serving
chancellor and he can look back on
historic successes, such as his coun-
try’s unification. But many of Ger-
many’s most reputed personalities
from all political camps still despise
his manner, his fatness and his
apparent mediocrity.

How in the world could Kohl
achieve the semblance of greatness
despite his clumsiness? This is the cen-
tralquestion of Jürgen Busche’s “essay-
like” biography of the Chancellor. It
is also a less obvious leitmotif of Klaus
Dreher’s meticulous 700-page tome.
For Dreher, what matters is that Kohl
has become one of the most impor-
tant European statesmen this century.

“Comparisons with great statesmen

E WILL never become
chancellor, Franz-Josef
Strauss said of his politi-
cal ally Helmut Kohl,
more than 20 years ago.

“He is absolutely incapable. He lacks
the personal and mental prerequisites;
indeed, all that is necessary for the
position.” Strauss, who was then the

Helmut Kohl —
Anatomie eines Erfolgs
(Helmut Kohl – 
Anatomy of Success)
by Jürgen Busche 
Berlin Verlag, DM39.80 ($22)

Helmut Kohl – 
Leben mit Macht 
(Helmut Kohl – 
Living with Power)
by Klaus Dreher
Deutsche Verlags-Anstalt, DM58 ($32)

H
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such as Adenauer suggest them-
selves,” he writes.

Kohl has already begun to write his
own history. Last year a book entitled
Ich wollte Deutschlands Einheit (I
Wanted Germany’s Unification) was
ghostwritten by two Bild Zeitung jour-
nalists. In the light of such work, it is
historically necessary that Kohl bio-
graphies should be written not only
by journalists who maintain a critical
distance from their subject but also
treat it fairly. 

Both Busche and Dreher, who
worked for many years with the Frank-
furter Allgemeine Zeitung (FAZ) and
the Süddeutsche Zeitung (SZ) news-
papers, have done a relatively good
job. They deal in a completely differ-
ent manner with their subject. 

Busche, who studied ancient his-
tory, impresses the reader with his
style and puts Kohl into a wider his-
torical context. He recalls succinctly
all the steps of the Chancellor’s rise.
But, for his analysis of Kohl’s attitudes,
tactics and behaviour, he focuses only
on a few exemplary events.

On the other side, Dreher – nearly
as old as Kohl, also born in Rhineland-
Palatinate and from 1966 to 1992
Bonn correspondent of the SZ – pains-
takingly considers almost all the avail-
able details of Kohl’s career, which he
has followed for 34 years. It is a book
for insiders in an easy-to-read style. 

Some chapters are truly revealing.
For example, he shows that Kohl was
already trying to build a coalition with
the liberal democrats (FDP) during
the 1970s in talks with Hans-Dietrich
Genscher, who was to become his
foreign minister in the crucial months
of 1989. 

Dreher’s description of the negoti-
ations for German unification with
Mikhail Gorbachev is a further insight.
The crucial agreement with the Rus-
sians was not, as Kohl would like us
to believe, achieved during private
talks with his “friend Mikhail” in the
Caucasus. Gorbachev’s and Kohl’s
administrations had already agreed
during their official summit in
Moscow the day before. 

Also, according to Dreher, Wolfgang
Schäuble has been Kohl’s designated
successor since well before last
autumn, when he was publicly
anointed. Kohl has been trying to build
him up as the future chancellor since
1990. But he has never decided when
to resign, so Schäuble runs the risk of
getting what his party friends call the
“Prince Charles syndrome”: to be the
eternal successor, because the right
moment for the change may never
happen.

Busche only seldom refers to such
power struggles behind the scenes of
Bonn’s political theatre. He is mainly
interested in Kohl’s personality and
tactics. He expresses conclusions much
98
more pointedly, which are mostly sup-
ported by the facts that Dreher
describes. But informed readers who
might be bored by Dreher’s recon-
structions of Kohl’s successes and
defeats – he needed two attempts to
become party leader and chancellor
– will long for Busche’s fresher, more
daring views. Kohl never manages to
rise above Germany’s profile. He only
confirms it, but – to his advantage –
does it perfectly. 

“With his Palatinate accent Kohl
personifies Germany’s provincialism
and, with his lack of vanity, its
stuffiness. With his unsophisticated
thoughts and his ungainly language,
he asserts its harmlessness,” says
Busche. These qualities (or non-qual-
ities), noticed by almost every well-
educated person, have been sensed
by Kohl’s constituents as early as the
1970s, Dreher reports. Even Kohl does
not think that rhetoric is one of his
best skills. His first speeches in Mainz’s
Landtag, where he became prime min-
ister in 1959 and minister president
of Rhineland-Palatinate in 1969, were
embarrassingly bad. The same is said
about his first speech in the Bundestag
in 1976. 

His then press officer persuaded him
to represent, in future, the average cit-
izen, which would cover up Kohl’s ten-
dency for uncontrolled outbursts and
arrogance, Dreher writes. In March
1983, six months after the liberal FDP
left Schmidt’s government and formed
a new one with Kohl, this image might
also have attracted voters. With 48.8
per cent, Kohl got the second best
result ever for the CDU (only Ade-
nauer in 1957 won more votes).

Dreher, who thinks that Kohl’s
doggedness is the secret of his success,
also gives some hints on his out-
standing skills, especially in the first
chapter of his book, which deals with
Kohl’s youth. 

Born in 1930 in Ludwigshafen, Kohl
grew up in the petit-bourgeois family
of a local government official, who
believed that modesty hardens one’s
character – an opinion that his son
adopted. After the war, in which Kohl’s
elder brother Walter died, the 16-year-
old joined the CDU, enthused by the
then emerging European idea. He also
joined a group of young people who
broke down barriers at the French
border. 

In school, Kohl, who was an aver-
age pupil, was quick to realise the
importance of making friends. Dur-
ing examinations no pupil wanted to
sit in the first row, so lots were drawn
for the seats. The giant Kohl, who was
at that time already 1.93m tall (but
still slim), pushed through the crowd,
grabbed some lots and kept the best

Hatchet job: carnival revellers show
Kohl butchering the deutschmark
Fones for himself and his friends.
Throughout his career he has made a
virtue of using talented friends. “His
closest collaborators are always more
diligent than him – otherwise they
would not have become his assistants.
Often they are more intelligent than
him – otherwise he would not have
chosen them,” Busche writes.

Kohl’s other great skill is primarily
passive (sitting things out). “He likes
talking things through until all par-
ticipants lose patience. More intelli-
gent strategists always reach this point
sooner than Kohl,” Busche claims. 

But those who desert Kohl can be
sure to reap his anger. During his
chancellorship Kohl has dismissed 38
junior ministers. Dreher suggests that
the choice of the almost unknown
Peter Hintze as the new CDU general
secretary in 1992 showed that the
reserves of new personalities among
Kohl’s friends have thinned out.
Busche agrees: “The ship is not sinking
but it is in danger of turning into a

ghost ship.” As for the forthcoming
general election on 27 September this
year, only Busche dares to give a prog-
nosis and then hesitantly. He thinks
that Kohl will not win again because
he is not able to cope with the fact that
there are now more parties on the left
than when he developed his system
of gaining and maintaining power. He
doubts that the weak FDP is strong
enough to jump the five per cent hur-
dle. Even if it succeeds it is disputable
whether the CDU/CSU will win
enough votes to build a coalition with
them.

The opinion polls are bad for Kohl.
But Busche forgets that Kohl can still
rely on important “friends”, notably
Leo Kirch, the media tycoon, whose
influence extends from the SAT1 tele-
vision channel to the Springer Verlag
with its newspapers Bild and Die Welt.
Helmut’s helpers have not yet
abandoned him. 

MATTHIAS SCHATZ
OR years the Goethe Insti-
tute in Marseille has pro-
vided an oasis of Teutonic
calm in a city where the
pace of life is rarely less

than frantic. Outside, political scan-
dals come and go as secular economic
decline deepens. Inside, thoughts are
free to turn to Beethoven rather than
Bernard Tapie, the rogue socialist who
once controlled and corrupted the
local football club.

At least they used to. When the cul-
turally famished turn up at the doors
of the Goethe Institute (GI) on 1 April,
they will find the doors to further
enlightenment locked and barred. And
this will be no poisson d’avril. Along
with nine other institutes across
Europe, and 15 more before 2000,
Marseille’s sanctuary for Germano-
philes is to shut down for good. As far
as this corner of southern Europe is
concerned, Hegel’s dialectic will have
finally come to a full stop. 

The reason for what is being called
“a crime against the intellect” is the
determination of the German gov-
ernment to keep its cultural budgets
under control. Edification and educa-
tion come at a price: in this case
DM305 million ($168m) in govern-
ment funding last year for the 141 GIs
around the world. Chancellor Helmut
Kohl’s administration has decided that
a spot of downsizing is in order. 

The government has demanded that
staffing levels should be reduced by
two per cent every year until the new
millennium. Fifteen GIs have since
closed down and Marseille is the lat-
est casualty of the philistines in Bonn. 

The outcry has been vociferous.
More than 1,000 intellectuals signed
a petition insisting that their GI be
saved. School pupils and teachers sent
wave after wave of letters, faxes and
e-mails to GI headquarters in Munich.
One complained of “the loss of a mag-
ical place”; others talked of being
“affronted” by the fiat handed down
from Bavaria.

All to no avail. Hilmar Hoffmann,
the 73-year-old president of the GI,
merely throws up his hands. The edicts
from the capital brook no opposition.
But he does show signs of resenting
his role as a particularly malign kind
of culture vulture. “If I have to close
more than the scheduled number of
institutes,” he says, “I will resign. The
absolute limit has been reached. 

“With nine closures we will, this
year, save around DM5m. In the con-
text of the government’s total budget,
this is a tiny sum. And yet the cultural
damage these shutdowns will do to
Germany is huge.”

Klaus Kinkel, Germany’s foreign
minister, apparently agrees. He has
just made a point of stating publicly
that this wave of cuts should be the
last and emphasised the “great impor-
tance” of the GI’s work. But to crest-
fallen employees in places such as
Marseille, Reykjavik, Tampere and
Århus, all he can offer is sympathy. His
2-
colleague, Finance Minister Theo
Waigel, is unable to give even that.
Adding insult to injury, Waigel recently
pushed through legislation which will
make it considerably more difficult for
the GI to find new sources of finance.
From now on, hefty taxes will have to
be paid on sponsorship income: $1m
from Lufthansa, for example, would
generate a tax bill of $430,000.

Most galling of all, the GI’s natural
rivals in the highbrow market are
flourishing, especially the French. The
Süddeutsche Zeitung recently pub-
lished a lengthy piece unfavourably
comparing the cultural priorities of
Paris and Bonn, noting that while aus-
terity rules on one side of the Rhine,
the French have sacrificed projects
such as the renovation of the Grand
Palais in order to maintain funds for
the 138 Instituts Français dotted across
the globe. The French have 23 insti-
tuts in Germany; after Marseille goes,
there will be just six GIs in France.  

Ramming the point home with rel-
ish, Jean-Jacques Victor, deputy cul-
tural attaché at the French embassy in
Bonn, comments: “Culture is an essen-
tial part of France’s image in the world
and counts as an essential part of our
diplomacy.” In eastern Europe the
French are in expansionary mood.
New institutes have been opened in
Bratislava, Moscow and St Petersburg.

The British too, despite a 10 per cent
decline in funding last year, have
refused to contemplate contraction
and retreat. As long as the world con-
tinues to use English as a second lan-
guage, the British Council will enjoy
a natural competitive advantage. Its
118 teaching centres put 450,000 pupils
through examinations last year. As
with the French, cost-cutting has taken
place domestically rather than abroad.

Hoffmann, in an attempt to find a
cheap way round his funding prob-
lems, has begun to think in terms of
joint ventures. One idea being mooted
is a European institute in China which
would lump together the cultural
resources of the British, French,
Finnish and Swiss, as well as the
Goethe Institute. “We could use exist-
ing facilities in Beijing as a basis or we
could found an institute in Shanghai,”
he comments. 

But it remains to be seen whether
volumes of Nietzsche and Voltaire will
ever be seen side by side in a pan-
European library. The continent may
be about to merge currencies but the
sharing of intellectual prestige may
be another matter. “There is no Ger-
man culture; only culture from Ger-
many,” says Hoffmann, but the various
institutes have long been jealous pro-
moters of national heritages. Old
habits die hard. Then again, Goethe
himself did say once: “National liter-
ature no longer means very much; the
age of world literature is due.” 

Some 170 years on, that shift may
have become an economic necessity
for the institute that bears his name.

JULIAN COMAN  
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HAT have Marks & Spencer,
British Airways and The Body
Shop got in common? Answer:
they all believe in magic. And
they’re not the only ones.

More and more businesses now seem to think
that if you rearrange the furniture, hey presto,
you can make bigger profits.

The tough nuts of the corporate world have
taken to using the ancient Chinese art of feng
shui in the quest for higher share prices after
being persuaded by holistic gurus that a dab
of red here, a mirror there and a dangly widget
in the middle would enhance health, wealth
and happiness.

British Airways has just finished building
$300 million offices at Heathrow that will house
2,750 employees. The operation has been
overseen by Simon Brown, a feng shui con-
sultant and author of two books on the art.

“We think that feng shui will help boost
work performance,” says a BA spokeswoman.
“It is also very agreeable. I’m sure we’ll use it
in future building projects.”

Says Brown: “Often, people don’t think of
the implications of the colour schemes. Walls,
floors, desks and bookshelves can make a huge
difference to the mood of a building and the
wellbeing of those in it.” So who benefits from
certain colours? 

“For accountants, who do intensive but
uncreative work, grey or white walls are best,”
says Brown. “For a dynamic feel for an expres-
sive and motivated sales team, you need reds
and purples. For barristers involved in high-
profile cases and for journalists, greens and
blues are the appropriate colours.

“If you can inspire your team, then they
might have the competitive edge. Not so long
ago such considerations would have been
unthinkable; the workplace was somewhere
you went in order to earn a wage. Conse-
quently, the environment often left a lot to be
desired and this, in itself, can be stressful.”

Feng shui, which translates as wind and
water, works on the principle that everything
on the planet is made of energy or vibrations.
By learning to realign this energy, you create
a more positive and productive atmosphere.
It is thought that the way a house or office is
decorated, the placement of its contents and
the building’s orientation can all affect the
energy flowing through it. If an area is nega-
tive, there are ways of redirecting the energy,
thereby making it a happier place. Happy
workers are more efficient and efficiency leads
to profit. Or so the theory goes.

Feng shui took 2,000 years to reach Europe.
It has won high-profile supporters, including
Prince Charles and Donald Trump. London’s
Canary Wharf was designed with feng shui

Mark Porter

W
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principles in mind. Devotees of the art can
read about the latest developments in the
world’s first feng shui magazine, Feng Shui for
Modern Living, which has just been launched.

Sir Richard Greenbury, chairman and chief
executive of Marks & Spencer, was one of the
first western bosses to use the practice. He
called in consultants for the company’s store
in Hong Kong.

Graham Gunn runs Holistic Environment
Engineering and is a management con-
sultant with experience in high-tech
multinational projects, as well as working
for Nasa on the design of space stations. He
says: “If your working day is a long, hard slog
dogged with obstructions, stresses and inter-
ruptions, which leave you exhausted and
depressed, then you should take a serious look
at your working environment.

“There are connections between the details
of our working environment and the stresses
we experience. Feng shui brings our attention
to these obvious and not-so-obvious links.
Many people are put off initially by the mys-
tical surface structure in which feng shui is
often presented. We need to look beneath this
surface to find the gems of wisdom it conceals.”

OK, I believe you. You win. I’ll buy some.
How much? “The effects are hard to quantify
because they are indirect and unpredictable,”
says Gunn. “This means the cost of feng shui
does not fit easily into traditional budgets.”

Trenta Technologie of Augsburg in Germany
was experiencing difficulty in selling its new
lighting product. The company was in all sorts
of trouble because its office had “low energy
levels and a bleak view”.

Gunn redesigned the managing director’s
office, advised him to apply for a European
Commission grant (which he got) and the
company climbed out of the mire. The magic
also worked for a company called Prexim in
Warsaw. And we can expect to see a rise in the
share prices of Innovation Media in London.

The latter is a subsidiary of American-based
IPG, the world’s largest advertising group. It
needed to double its staff in London and this
entailed moving premises. “The new place
was dowsed and negative energy flows were
dealt with. It was enhanced by feng shui for
a cost of about $7,500 for the consultation,”
said the company’s designer, Michael Cheong.

While most captains of industry might
think of feng shui as a form of martial arts,
clearly some believe it is anything but wind
and water.
Simon Brown is the author of The Principles 
of Feng Shui (Thorsons) and Practical Feng Shui
(Ward Lock). He also runs feng shui courses. 
For details, call +44 171-431 9897
Graham Gunn can be contacted on +44 181-
567 2043 or at HEE Ltd, 18 Alacross Road,
London W5
Your desk is a tool to help you work. The primary consideration is to ensure
that it serves your needs efficiently. Make sure the size of your worktop
and the storage space are more than sufficient for your needs. When you
sit down at your desk, you will ideally feel you have all the space and
resources to take on new challenges. In this sense, your desk should
help you to do more in a day. The direction your desk faces will expose
you to different types of energy. You must decide whether the energy you
are getting is one that will help you to succeed.
Facing east will align you
with the rising sun and the

beginning of a new day. This
energy is supposedly the best
for starting new projects, devel-
oping new ideas and expanding
your business. It is an advantage
to sit with the entrance in your
view and be facing towards the
centre of the room. Place a com-
pass on the centre of your desk
and keep nearby things associ-
ated with beginning new projects,

new ideas and the future. This
could include your business
objectives and an in-tray.

Keep items associated with
communication to the

southeast. The ch’i energy of the
southeast is associated with 
wind and therefore helps to
spread ideas in the same way as
wind spreads seeds. Useful equip-
ment to place here is a telephone
and fax machine. Equally, this

1

2

sky, making it helpful for consol-
idating your achievements. Keep
pictures of other people in your
team or valued long-term cus-
tomers here to help strengthen
your relationships. 

West of the centre of your
desk is a ch’i energy asso-

ciated with sunset and the end
of the day. This is ideal for com-
pleting projects and receiving
financial rewards. Here you could

would be a good place to keep
letters. 

The southern part of your
desk is associated with fire

ch’i energy, which is helpful for
being noticed. This would be a
beneficial place to keep awards
or items related to sales.

The southwest part of your
desk is associated with the

sun descending in the afternoon

3

4

5

place an out-tray and keep your
paying-in book, cheques and
cash waiting to be banked. 

The northwest segment 
of your desk has a ch’i

energy that is associated with
leadership and organisation.
This would be a useful place
to keep a Filofax, planner or
organiser. The north part of your
desk would be a useful place
to keep things to do with

developing yourself to be more
successful. 

The northeast section is
associated with taking

risks, motivation and being com-
petitive. Here would be a helpful
location for papers relating to
investments or pictures of mate-
rials and things that would moti-
vate you such as cash-flow
projection charts.

SIMON BROWN 

6
7
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No pain, no kidding

Heart of the city: the stylish Via Montenapoleone, the place where Milan’s dolce vita set eat, drink and shop till they drop

Dental disasters: Dustin Hoffman
climbs into Laurence Olivier’s chair
for the 1976 film Marathon Man

Lombardy fog still shrouds Milanese deals
KOBAL COLLECTION

T E E T H I TA LY

REX
Cath Blackledge

HE dentist’s needle is twice the size of a
conventional hypodermic; the inside of
the mouth is a mass of nerve endings. If
the patient is nervous then the pain
threshold drops, making the procedure

feel far more painful. It is not surprising that so
many people try to avoid going to the dentist.

“I haven’t been to the dentist for years,” admits
Ian Evetts. Two out of three Britons and more than
50 per cent of Europe’s population stay away from
the dentist. Nervousness about dental treatment is
the main reason for the high absenteeism rate: 23
per cent of the British population say they would
rather suffer from toothache than pay a visit to the
their dentist. 

Evetts, though, is the business and marketing
development manager at a biopharmaceuticals
company called Chiroscience, which together with
PowderJect, a fellow British firm, is working to make
thepainful experience of the dentist a thing of the past.

The two companies are developing an anaes-
thetic injection system which, like that used by Dr
McCoy in Star Trek, is needleless. The dental device,
called Oral PowderJect, gets round the need for a
needle by powering an anaesthetic through the skin
at supersonic speeds. A blast of helium gas from
inside the hand-held device provides the lightning
speeds for effective penetration of the skin.

The device, developed originally by PowderJect,
is not the first needle-free injection system; others
are already commercially available. But previous
needle-free devices have worked by firing a jet of
liquid at high speed through the skin; though they
may be needle-free, they are not pain-free. The Oral
PowderJect system and its big brother, the Dermal
PowderJect, go a step further beyond the pain bar-
rier and promise to be needle and pain-free.  

Injections hurt for two reasons: first, the needle
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punctures the skin; then, more pain signals are trig-
gered when a heavy dense liquid is pushed into and
under the skin. The needleless device by Powder-
Ject is painless because it avoids triggering pain
sensors by firing a fine powder of low density, rather
than a heavy dense liquid. A silencer is fitted as part
of the system so that all the patient hears is a tiny
sonic boom. Some noise is necessary because
otherwise neither the patient nor the dentist would
know the injection had taken place. 

Chiroscience’s part of the deal is to test out its
drugs – the anaesthetics lignocaine and Chirocaine
– in the dermal and oral devices. The company is
assessing whether the correct amount of drug gets
through the skin, the depth of the anaesthetic block
that is felt and whether the skin is irritated by the
procedure. If the testing continues to go well the
oral product is just a couple of years away from
becoming widely available.

The needle-free injection is set to become just
one tool in the dentist’s kitbag as it widens to
encompass gadgets designed not just to create a
healthy mouth but the perfect smile as well. Twenty
years ago  28 per cent of British adults had no teeth;
at the start of the 1990s that figure had dropped to
17 per cent; and by 2008 the British Dental
Association predicts it will have fallen to 10 per
cent. Most people now expect to keep their teeth
for life and want them to stay looking healthy. “The
focus is on aesthetics and prevention of disease, not
just treating the consequences,” says Maria Mindak
of the World Dental Federation.

This shift in focus copies America’s obsession with
achieving the perfect smile. European consumers,
in particular those in Germany, Britain and
Scandinavia, are embracing cosmetic dentistry, such
as orthodontic procedures and implants instead of
dentures. Although the dental industry in conti-
nental Europe is still dominated by single-handed
dental practices, the consumers’ awareness of what
can be done to improve their smiles is beginning to
change the way dentists do business. In Britain, the
move to small business units – chains of dentists
such as White Cross and Dental World which act as
one-stop shops for dental treatment – has begun.  

This opening up of the dental industry in Britain
is expected to mirror that of the high-street optician,
where consumers have benefited from the increased
choice and reduced prices that corporate optician
outlets have nurtured. Private investment and
competition in the dental business should help to
bring down the costs of dental treatment and help
make treatment available at high-street dental
practices at the best price. The British might even
develop smiles that stop Americans smirking at the
generally low quality of their teeth.

PowderJect is not stopping at perfecting the best
injection system for the mouth and skin. Deals have
been signed with an American biotechnology
company, Insite Vision, to deliver drugs to the inside
of the eyeball for the treatment of conditions such
as glaucoma; PowderJect has linked up with Pfizer
to look at ways of delivering the impotence drug
alprostadil to the penis. The companies also have
their sights set on the big money-spinners: needle-
free injections for diabetics and vaccinations.
COUNTING THE COST OF TEETH
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How the price of dental treatment compares 

across Europe

All figures in $

Check-up Filling
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15-40
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A red gel that dissolves
tooth decay in half a minute
reduces the need for the
dentist’s drill in Sweden.
Carisolv has been developed
by a Swedish company,
Medi Team. When a few
drops are applied to the cav-
ity, the sodium hypochlorite
attacks the decayed den-
tine while the amino acids
stop the bleach solution
from damaging the rest of
the tooth. The dentist waits
30 seconds before scrap-
ing the cavity and repeats
the process until the
decaying material dis-
solves; the gel then changes
from cloudy to clear. Medi
Team is planning to launch
the gel in Germany at the
end of the year and in
Britain, Italy, France and
Spain by 1999.

Drilling could also be
minimised as the result of
a device called the Dentron
Biogun. The brainwave of
Jonathan Copus, a British
entrepreneur, the system,
dubbed the electronic
antibiotic, works by bom-
barding the microbes that
cause decay with a
concentrated stream of
negatively charged air
particles, sterilising the sur-
face of the tooth and halt-
ing decay. Copus sees the
Biogun as a way of catching
dental damage in the early
stages. The hand-held
device, which looks like a
pen with fine wire protrud-
ing from one end, is on the
market in Britain and
should be available through-
out the rest of Europe by
the end of April. 

An auto-repair system
that could make fillings
unnecessary and  cut back
on drilling is being
developed by scientists at
Birmingham Dental School
in Britain. The researchers
are trying to encourage
teeth to repair themselves
by growing back after bac-
teria have eaten into them.
Dentine, the tooth’s main
material, contains minute
amounts of signalling mol-
ecules called growth fac-
tors. Their job is to tell the
dentine-secreting cells to
start laying down dentine.
These dental signals are
switched on in infants but
appear to lie dormant in
adults. The British dental
team is looking for a way of
turning on these signalling
molecules at the site of
decay. However, a potion
which can be applied to the
tooth is at least 10 years
away, according to the lead
researcher, Dr Tony Smith. 

■

■

■

Galina Slepneva

OME may be eternal but Milan
knows how to reinvent itself. The
canny Milanese have profited for
centuries from their strategic posi-
tion on the Lombard plain: theirs

is the first city of importance that tired north
Europeans come to after crossing the Alps.

The old route from the Simplon Pass enters
northern Milan as the Via Sempione, built by
Napoleon in the style of a Parisian boulevard.
To the south of the city the Autostrada di Sole
stretches the length of the Italian peninsula,
passing through Rome and Naples.

Milan straddles the route, so it is natural for
the visitor to pause, perhaps to take a Fernet
Branca at the café Cova on the Via Monte-
napoleone. This is the moment when you are
waylaid by a well-dressed member of the
Milanese bene, the ultra-snobbish business
oligarchy who are as furbo (sharp) as any
Neapolitan railway tout whom they so
denigrate.

“Why bother to go farther south when Rome
is so corrupt and slow?” they ask. “Stay here
in Milano: we are so much more transparent
than the Mezzogiorno and we are closer to
Europe.” A significant number of German,
French and Japanese corporations and banks
have bought the story. Senior foreign execu-
tives from Schroders, Morgan Stanley, Crédit
Commercial de France, Dai Ichi Kangyo, Sum-
itomo and others have piled into Milan.

Like the foreign merchants clustered around
their churches in medieval Constantinople,
expatriates in Milan tend to rent property close
to their respective international schools.

Deirdre Doyle of Property International
explains that the French are mainly located
close to the Lycée Stendahl in the San Siro
area, near the Fiera (Milan trade fair). Milan’s
superb ability to link art and architectural

R

design is exemplified by the QT8 district,
designed by Piero Bottoni in the early 1950s
to coincide with Milan’s eighth Triennale Fair.
Apartments with gardens, some with swim-
ming pools, command a monthly rent of L5
million ($2,790) plus L1m ($558) for con-
dominium charges.

Senior American executives with families
like to live in the city centre. A school bus takes
their kids to the American school in Noverasco
di Opera, just outside Milan. An apartment of
250-300 square metres costs around L100m
per year. Other American expatriates live in
the suburban development Milano 3, where
apartments are smaller, at
170-180sqm, but offer
garages to facilitate weekend
escapes to Lake Como. The
annual rent is about L70m-
80m and L12m charges. 

The British, who send their
children to the Sir James Hen-
derson School, are found mainly
in Milano 2, Cirnusco su Nav-
iglio, the individual villas in
Segrete and the new devel-
opment of Villagio Ambro-
siana. The Japanese in Milan
tend to live near the Bande Neri metro station,
close to the Japanese school on Via Arzaga.

This international influx of banks and finan-
cial intermediaries follows a domestic pattern
dating back to the turn of the century. Then
Milan created a banking infrastructure that
included Banca Commerciale Italiana and
attracted regional banks such as the Banca di
Genova, later to become Credito Italiano.

It was these institutions that gave Milan the
platform upon which it could expand in the
process of Italy’s postwar reconstruction. To
the annoyance of Rome, Milan has succeeded
in the past 50 years in positioning itself as
Italy’s de facto capital in commercial matters.

The lac
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Milan has long since seen off its late-
medieval rivals in northern Italy: the great
trading cities of Florence, Genoa and Venice.
Turin has also passed its peak and is regarded
by the Milanese bene as no more than a com-
pany town run by Fiat. 

The city’s disponibilità, or flexibility, when
it comes to drawing in new blood has been a
key factor in its modern success. Milan has
sucked in hard-working and ambitious peo-
ple from the deep south, such as the late Gianni
Versace. It is a magnet to people in the Lom-
bard hinterland, in particular Brescia, which
acts as a New Jersey to Milan’s Manhattan and

provides a lower middle-class
commuter belt and home for
light industry.

Remarkably for a popula-
tion of only 1.37 million (four
million in the whole of greater
Milan), occupying an area of
only 181 square kilometres
(compared with Rome’s
1,308sqkm), the city gener-
ates about 10 per cent of
Italy’s GDP, or L200,000 bil-
lion ($110bn).

Milan’s urban geography has
expanded in a series of concentric circles. The
innermost circle covers an area of 8.32sq km
and follows the line of the medieval walls.
Within this Cerchia dei Navigli are found the
symbolic heart of Milan: the Duomo and the
Teatro La Scala. Farther out is the circle that
follows the line of the old Spanish walls, the
Viali. Here run the remnants of the canals that
were 18th-century Milan’s highways to
Europe; Goethe arrived in the city by boat.
This waterfront district has undergone a process
similar to the Quartier Latin in Paris, from
cheap-and-cheerful bohemia to prime gen-
trified property. A two-bedroom penthouse
here costs about L7m per month.
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Italian prime office rents went into a 40 per
cent freefall, from a high in 1991 of L750,000
per sqm per year down to L450,000 in 1994.
Pier Luigi Fusacchia, a Milan estate agent,
cited the example of a 700sqm prime prop-
erty only 50 metres from the Duomo that was
sold in December for a third of what it made
a decade earlier. Although the past four years
have seen prices bumping along at the same
level, Nick Barnes of DTZ Debenham Thorpe
predicts that this year there is “reasonable
prospect for some rental growth” as Italy slowly
comes out of the recession.

High-quality office space in the city centre
is in short supply and industrial companies
are moving to out-of-town developments.
BMW and Agip have acquired space in Meta-
nopoli, a development in the San Donato area
to the south. The quoted price is about
L300,000 per sqm. In the north, companies
such as Siemens, Digital and Deutsche Bank
are taking space in Bicocca, a mixed-use
development of about 180,000sqm sited on
a former Pirelli factory.

Modern retail space is also in great demand
and costs more than in Rome: L2m per sqm
compared with L1.5m per sqm. There have
been some moderate rental increases in the
pocket of prime real estate known as the
quadrilatero d’oro, or golden rectangle. Within
a few streets around Via Montenapoleone,
known to the cognoscenti as “Montenapo”, is
a concentration of Italy’s greatest design and
jewellery houses. The litany of names includes
Missoni, Armani, Ermenegildo Zegna, Gian-
franco Ferre, Krizia, Dolce e Gabbana,
Valentino and Versace. To have a presence in
this heaven is thought so important that there
is always a strong appetite for space, even
when it is rumoured to make a loss.

In the post-1999 Europe of the single cur-
rency, Milan is set to become a significant
player. It has the stock exchange; it has the
Bocconi Business University, whose alumni
graduate effortlessly into the Piazza Affari
(Milan’s aptly named business square) to
run banks and businesses; the international
fashion industry revolves around the New
York-Paris-Milan axis; and the city’s media
and service industries are so powerful that
the Fininvest Mondadori group provided a
springboard for Silvio Berlusconi to take power
in Rome. Lack of transparency, as it is
euphemistically called, may explain why com-
paritively little foreign investment is seen in
the Milan property market.

Berlusconi’s 29-year-old son, Piersilvio,
known as “Dudi”, is like a Sforza duke about
town. That is hardly surprising, given that the
new mayor of Milan, Gabriele Albertini, was
elected on the Polo ticket – that is Dudi’s papa’s
party – with the unsavoury and little-publi-
cised support of the former Italian Fascist party,
Alleanza Nazionale. 

A few years on from the scandal of Tan-
gentopoli – the “City of Bribes” –  magistrates
were meant to have cleansed Milan’s Augean
stables. Yet the higher reaches of the property
world are as impenetrably foggy as the city’s
climate ever is. The verdict of Dr Roberto
Peretta, an expert in contemporary Milan, is:
Tutto come prima ma non proprio – “All as it
was but not exactly.”
Contacts: Derek Butler, DTZ Debenham Thorpe
tel +44 171 408 1161, fax +44 171 491 4593;
Deirdre Doyle, Property International tel +39
02 49 80 092, fax +39 02 48 19 4170; 
Pier Luigi Fusacchia tel +39 02 34 92 462; 
Dr Roberto Peretta e-mail @kiwi.milano.iol.it;
Susan Trevor-Briscoe, Richard Ellis tel +39 02
78 25 83 fax +39 02 78 48 76
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R E S I D E N T I A L
UK EXECUTIVE RENTALS/SALES

GREECE

USA

SWITZERLAND

EXHIBITIONS

USA

SPAIN

FRANCE

MARBELLA-Near Puerto Banus
Beach side villa private pool
Absolute bargain!  01789 293111

APARTMENTS IN LONDON

LARGE SELECTION OF SUPERIOR
APARTMENTS IN THE SMARTER PARTS

OF LONDON

Budget Accom. from £350 per week as well
as Luxury Accom.

• Cable TV • Maid Service • Direct Dial
Telephone • Fax • Polite & Efficient

Service • No minimum stay • Short &
Long Term Accomodation

Tel: 44 (0)171 828 2424 
NORDQVIST & CO

Fax: +44 (0)171 828 2976
89 Wilton Road, London, SW1V 1DN

0171 538 0102
17/19 Amsterdam Road, London E14 3UU

SALES • LETTINGS • MANAGEMENT

LOOKING FOR A BASE IN 
LONDON ?

Property Matters are committed to providing
high quality executive accommodation in
London’s Docklands. Call us now for an up
to date list of property available to lease or
purchase in the hub of London’s expanding
business centre, or visit our website at

http://.propertymatters.co.uk.

PROPERTY MATTERS

CITY EC4 
TO LET

Selection of luxury studio, 
1 bed, 2 bed & 1 penthouse.

Fully furnished, quiet 
courtyard development some
with balconies and terraces

HAMILTON 
BROOKS

Residential Sales Letting &
Development Consultants

0171 638 2153

KENSINGTON
W8

Proud 2 double bedroom flat
in classic period conversion.
Tasteful interior design by
Ronald John, renown for his
exemplary presentation of
period buildings.  Large
reception room, high ceilings,
woodstrip floors, fully integrated
kitchen, residential parking, 3
mins walk to tube.

Asking price for this 
quintessential Kensington flat is:

£265,000
This flat is not for sale with any
agents and is a private sale.

Tel: +44 (0)800 7832451

ARE YOU LOOKING FOR

INVESTMENTS?INVESTMENTS?

Contact: Stock Page Stock
+44 (0)171 630 0082

FOR THE WIDEST
SELECTION OF

PRIME CENTRAL
LONDON

RESIDENTIAL
PROPERTY WITH

THE HIGHEST
YIELDS

LONDON, SW11

3 Bedroom Luxury apartment,
fully furnished, super Thames

side location (1/2 hr from airport),
24hr porter, forecourt and

garage parking, 10 mins from
tube, minimum 1 year contract.

No pets.  No agents.
£6,800 pcm
Tel: John 

0181 658 2703 

estate  agents
5, Beauchamps Place, Knightsbridge, London SW3

Tel: +44 (0)171 584 1333 Fax: +44 (0)171 589 4118
Mobile: +44 (0)370 523 777

SPECIALISTS
IN LONG AND SHORT TERM RENTALS

London
Residence

COMING TO
LONDON

Then why not stay at Endsleigh
Court where you can be sure of a
friendly and courteous welcome.

Our large block is centrally
situated, offers self-contained
studio apartments with well

equipped kitchen and bathroom.
October 1997-March 1998

From *£321 per week.
April 1998-September 1998

From *£390 per week.

ENDSLEIGH COURT 
24 UPPER WOBURN PLACE

LONDON WC1H 0HA.
Tel: +44 (0) 171 878 0050
Fax: +44 (0) 171 380 0280

All major credit cards
accepted *This price includes

a separate charge for
provision of furnishings

COTTAGES TO
CASTLES
in the heart of

Poitou-Charentes from 10K.
For information call 

PAPILLON PROPERTIES 
TEL : +44 (0) 1279 771 725

FAX : (00)335 4987 5199

73 year old can't cope.
1000 year old house, 

caravan 5 1/2 acres. 2 acres
orchard. Fenced.

480.000 French Francs.
Please contact 

Mary Collinge on:

FOR SALE. 
FERMETTE.

+33 2 96 45 70 52

C R E T E
EAST and WEST

Villages Houses
from £10.000

Olympic Properties

Tel:+44 171 837 9141
Fax:+44 171 837 6987

ITALY, UMBRIA
Near Todi, hillside

40 acre farm.

The farmhouse has been
beautifully converted into

three separate but optionally
interconnecting maisonettes.
Views over Tiber valley and
Assisi from the house and

the hill top swimming pool.
Present summer holiday

rental income approx. 40K

For full description
leaflet phone

(00) 39 6 807 8520 or
fax (00) 39 6 807 8524

LAKE GENEVA
Magnificent apartment directly on

the lake with large balcony offering
spectacular views across to Lausanne,

Vevey and Montreux.

Situated in quiet fishing village.
Two bedrooms each with own

bathroom, additional w.c., large
sejour with fireplace, own laundry

room, garage and lots of
storage space.

1 hour Geneva airport, all French and
Swiss ski resorts within easy reach, port

nearby with moorings for one's own boat.

1.190.000 French Francs

AGENCE LEHMANN:

Tel: +33 450 75 44 77
Fax: +33 450 70 76 59

“BEST BUYS”
ON THE

COSTA BLANCA,
SPAIN

METICULOUSLY SELECTED
PROPERTIES IN LOCATIONS
THAT ONE ONLY DREAMS

ABOUT.
FOR THOSE WITH A TASTE

FOR EXCLUSIVITY.
MUST BE SEEN TO BE

BELIEVED.

TELEPHONE
NOW

FOR DETAILS
00 34 65 320024

E-mail:
richarda@mx2.redestb.es

www.villavalue.com

AVENIDA DE FRANCIA,
EDIFICIO PLAYA 9, MIL PALMERAS,

03190 PILAR DE LA HORADADA,
(ALICANTE) SPAIN.

RICHARD A ROOKE
www.villavalue.com
Independent Property Consultant

TEL/FAX 34 (9)6 5320024

SPAIN
C. Blanca & C. Calida

Apartments, Bungalows,
Detached villas

Re-sale from approx: £9,400
New from approx: £19,900
Luxury villas on golf course
complex from approx: £80,000

For magazine, please contact:
Tel: +34 6 532 14 00
Fax: +34 6 532 18 51

STILL Dreaming
of that holiday, retirement, or
investment home in Spain,
The Canaries, or Balearics?
The pound is strong, prices
attractive and the Spanish
sun warm. Now is the time
to start looking and there
is no better place to begin
than with:

SPANISH PROPERTY
NEWS

The only independent
property magazine just for

Spain and its Islands.
Phone now for a FREE copy

and Don't do a thing until
you have it.

+44 (0)181- 297-9194

Beach & Golf
Villas-Apts.

OCEAN ESTATES
MARBELLA

P+(345) 2811750
Fax: +(345) 2814595

www.ocean-estates.com
••

• •

NOW YOU CAN OWN YOUR
FLORIDA DREAM HOME

FOR ONLY £4,7000
For a Free Colour Brochure

Tel: +44 (0)1793 619245
(24hrs Ans)

Fax: +44 (0)1793 619243

LEISURE HOUSE CO-OWNERSHIP
THE 90'S WAY TO A SECOND HOME

Ambrose House Mil ton Road
Swindon SN1 5JA

We also have 2 & 3 Bed Pool Homes for Rental.

WODAN Andalusia SA 
Major Belgian/Spanish constructor &
project developer realizes new luxury
residential parc, 210 villas, 500m from
unspoiled & sandy beaches, adjacent to
new to be built golf course. All permits
available, looking for active investors to
boost international sales & marketing.

PRINCIPALS FOR FREE INFO: 
Fax: +32 3 605 13 70 or

e-mail: wodan@skynet.be

55 PARK LANE, LONDON
“It’s home while you’re away”

Coming to London for 1 week
or longer?  Why stay in a hotel
when you can stay in a luxury

serviced apartment for the
same price or less?

Hyde Park Residence offers you
the space, comfort, security and
privacy of your own apartment

in London with the services
available in a 5 star hotel.

Discounts available for
longer stays.

CALL US ANYTIME, to make a
reservation or obtain more information
and a brochure +44 171 409 9000/9240

Fax: +44 171 493 4041 or
e-mail: lettings@hprapts.demon.co.uk

FOR SALE FLORIDA
Sarasota, Siesta Key. Lux
holiday/investment property.
High (guaranteed) return
$268,850 01432 264100

ITALY

BUSINESS OPPORTUNITIES

COMMODITY DEALERS &
STOCK FOR SALE

BUSINESS TO BUSINESS

BRITISH PUBLIC COMPA-
NIES ready made or to order.
Prospectuses, market intro-
ductions, venture capital.
Complete personal service.
InTech Global Services PLC.
Telephone: Int+44 1255
241779 Fax: Int+44 1255
242216 E-mail 113264.2366
@compuserve.com

YOUR ADDRESS IN  Paris Mail
and Message service ITER
INTERNATIONAL T
33144648905 F 43719360
e.mail:www.iter.com

GREECE - PRIME INVEST-
MENT  oppty on Greek
Island, ideal for hotel/villa, etc.
Over 4 acs., 2 km from Int'l
airport. Prins. only. Call for
more info: 202-237-7525 Fax:
202-237-7527

U.K DISTRIBUTOR LOOKING
for healthcare products for
pharmacy and health food
outlets Tel/Fax +44 161 485
3155

USA COMPANY inventors of
world's easiest "diet" seeks
distributors. Unique lifetime
opportunity. CRA-Dept 505,
PO Box 720250, Miami, FL
33172-0005 USA fax (305)
591-9043 

GENERIC CIGARETTES
American blend tobacco, low-
est prices, private labelling
available. FAX USA: 1 (954)
474-3866

ROBUSTA COFFEE BEANS,
African origin, lowest prices,
telefax USA+954-474-3866

CIGARETTES, WHISKEY,
WINE Beer. Lowest prices.
FAX +44 (0) 1273 606924

USA COMPANY seeks to pur-
chase rough diamonds,
african origin, gems quality,
large volume only. Fax USA:
(954) 474 3866

"UNHAPPY NETWORKERS -
GET HAPPY!" 1st Level 15%,
2nd Level 45%, 3rd Level to
infinity. Consumable product.
Low qualification. Tel/Fax;
+44 (0)171 289 6670 (24 hrs)

AN INCREDIBLE INVENTION
Proven to cut electricity costs
by up to 40%. Manufacturer
seeks UK and overseas dis-
tributors for this top quality
high tech product with amaz-
ing customer demand.TEL:
+44 (0) 1872 223000 (FAX:
264325) for info pack.

EARNINGS POTENTIAL £600
- £2,000 per month. F/P TIME.
CALL: +44 (0)1737 507 695
(24 HRS INFO LINE)

ALL MAJOR CREDIT CARDS ACCEPTED

More and more businesses and high net worth individuals are using Offshore Corporations
and Trusts for International Tax, Asset Protection and Estate Planning. Since 1975 Overseas
Company Registration Agents worldwide team have specialised in providing confidential
and cost effective company and trust formation in the world's major low tax areas. Clients
are supported by a team of over 275 multi-disciplined staff including Lawyers, Qualified
Accountants, Company Secretaries, Bankers and Trading Specialists who provide the
following services:

No. 1 OFFSHORE COMPANY SPECIALISTS

LUXEMBOURG
EVELINE KARLS

OCRA (LUXEMBOURG) S.A.
19 RUE ALDRINGEN, L-1118 LUXEMBOURG

TEL: +352 224 286   FAX: +352 224 287

LIECHTENSTEIN
BARBARA BAUM

OCRA EST
PO BOX 70, STAEDTLE 7, FL-9490 VADUZ, LIECHTENSTEIN

TEL: +41 75 236 1440   FAX: +41 75 232 6393

FINLAND
TILL SAHLGREN BSc (Econ)
OCRA (SCANDINAVIA) LTD

WORLD TRADE CENTRE, ALEKSANTERINKATU 17
FIN-00100 HELSINKI, FINLAND

TEL: +358 9 6969 2569  FAX: +358 9 6969 2565

SWEDEN
BJARNE BORG
OCRA SWEDEN

BOX 23008 UPPLANDSGATAN 83, S-10435,
STOCKHOLM, SWEDEN

TEL: +46 8 334 720   FAX: +46 8 322 370

LITHUANIA
RAMIGIJUS KABECIUS BSc.(Econ)

OCRA LITHUANIA
LIAUKSMINO ST 8/2, 2nd FLOOR,

2600 VILNIUS, LITHUANIA
TEL: +370 2 623 081   FAX: +370 2 623 081

E-mail: ocra.lithuania@taide.lt

HUNGARY
LASZLO KISS, BSc. (Econ)

OCRA (EASTERN  EUROPE) LTD
H-1143 BUDAPEST, ILKA STREET 61, HUNGARY

TEL: +36 1 351 9959   FAX: +36 1 351 9958

POLAND
KRZYSZTOF KUBALA, Attorney-at-Law

OCRA POLSKA
BAJONSKA 9, 03-963, WARSZAWA, POLAND
TEL: +48 22 6177173  FAX: +48 22 6160957

GREECE
DORA NAKOU, Attorney-at-Law

OCRA GREECE
2 PLOUTARCHOU STR, SOPHIAS AVENUE,

ATHENS 11521, GREECE
TEL: +30 1 723 0766   FAX: +30 1 721 7376

CYPRUS
CHRISODOULOS VASSILIADES, Attorney-at-Law

OCRA CYPRUS
20 QUEEN FREDERICA STR, EL GRECO HOUSE,

OFFICE 104, NICOSIA, CYPRUS
TEL: +357 2 473211   FAX: +357 2 463463

MADEIRA
DR DAVID FISKE DE GOUVEIA, BSc. MBA, MSI

MM CIA LDA
RUA DOS MURCAS NO. 68,

9000 FUNCHAL, MADEIRA, PORTUGAL
TEL: +351 91 200 1700   FAX: +351 91 227144

MAURITIUS
REZA JANGEERKHAN, LLB, MBA

OCRA MAURITIUS LTD
HAPPY WORLD HOUSE, SIR WILLIAM NEWTON STREET

PORT LOUIS, MAURITIUS
TEL: +230 211 5100   FAX: +230 211 5400

SEYCHELLES
DEBRA AKATSA

IOCS LTD
303 AARTI CHAMBERS, MONT FLEURI,

PO BOX 983, MAHE, SEYCHELLES
TEL: +248 225555   FAX: +248 225999

SINGAPORE
DIANA BEAN

OCRA (ASIA) PTE LTD
24 RAFFLES PLACE, 26-04 CLIFFORD CENTRE,

SINGAPORE 048621
TEL: +65 5353382   FAX: +65 5353991

HONG KONG
RAYMOND CHOI, MLIA (DIP)

OCRA ASIA LTD
2402 BANK OF AMERICA TOWER,
12 HARCOURT RD, HONG KONG

TEL: +852 2522 0172   FAX: +852 2521 1190

P R CHINA
BART DEKKER, LLM

1905 SHANGHAI OVERSEAS CHINESE MANSION,
129 YAN AN ROAD WEST, SHANGHAI 200040, P R CHINA

TEL: +86 21 6248 4355   FAX: +86 21 6248 1421

USA WEST COAST 
KEVIN MIRECKI, Attorney-at-Law

AICS LTD
3501 JAMBOREE ROAD, SUITE 2100,

NEWPORT BEACH CA 92660, USA
TEL: +1714 854 3344   FAX: +1 714 854 0938

● A choice of over 750 ready-made companies incorporated
in the Bahamas, BVI, Belize, Cayman, Delaware,
Nevis, Panama, Isle of Man, Ireland, Liberia, Mauritius,
Hong Kong, Seychelles, Turks, and Western Samoa

● Domiciliation and Registered Office Facilities
● Arrangements of Full Nominee Service
● Full Management and Administrative Services

for International Trade and Investment
● Ship and Yacht Registration
● Accountancy and Audit Services
● Letter of Credit Services
● Value Added Tax Registration Services
● Bank Introductions
● Offshore Trusts and Licensed Trustee Services
● Banks and Insurance Companies available

to qualified applicants

● BAHAMAS $500
● BELIZE $500
● BV ISLANDS $500
● CAYMAN $1295
● DELAWARE LLC $495
● GIBRALTAR £250
● HONG KONG $450
● HUNGARY $1995
● IRELAND £225

● ISLE OF MAN £250
● JERSEY £495
● MADEIRA $2250
● MAURITIUS $500
● NEVIS $575
● PANAMA $500
● SEYCHELLES $350
● TURKS/CAICOS $700
● UK LTD £95

ISLE OF MAN - HEAD OFFICE: COLIN FORSTER
OVERSEAS COMPANY REGISTRATION AGENTS LTD

PO BOX 54, RAMSEY, ISLE OF MAN, GREAT BRITAIN, IM99 4ED.
E-mail: european@ocra.com

For Immediate service and our 185 page colour brochure
TEL: +44 1624 815544   FAX: +44 1624 817082

Certificate Number 91196
Isle of Man and London

LONDON - R E COOK,BSc (Hons) OR PETER SIDNEY
OVERSEAS COMPANY REGISTRATION AGENTS LTD, 72 NEW BOND ST. LONDON, W1Y 9DD

TEL: +44 (0171) 355 1096   FAX: +44 (0171) 495 3924

USE THE DEFINITIVE OFFSHORE
COMPANIES INTERNET SITE

www.ocra.com

THE WORLD'S LEADING
OFFSHORE COMPANY AND

TAX PLANNING SPECIALISTS

WORLD WIDE
™

Offices also in:
AUSTRALIA, SOUTH  AFRICA,
BAHAMAS, CZECH REPUBLIC

RAYMOND CHOI, MBA, MLIA (DIP)

The European PTSA State office
is looking for business sponsorships.

We're a non-profit organization which oversees
all military school PTA's.

Write: ECAPTS, Ramstein Rec. Center,
Box 13, APO AE 09094 or

Fax + 49-6374-4242/ + 49-631-536-7273 or

ecapts@compuserve.com
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SURE START SPORTS
athletic equipment manufacturer.

Starting blocks for athletics and other disciplines. 

Seeks overseas

Contact: Jeff Flockton. Tel/Fax: +44(0)1482 218 167.
Colour Brochure Now Available

DISTRIBUTOR/AGENT.

FOR SALE
Licensed UK business travel agency seeks
corporate purchaser with proven access 

to £500k funding. 
No travel agents/intermediaries.

Contact FContact Fax on: +44 (0) 1376 349023ax on: +44 (0) 1376 349023

SELF-MADE 
MILLIONAIRE

...reveals streetwise money-
making secrets others won't
tell. Send for FREE details -

you won't be disappointed - to:
JOHN SCOTT.

DEPT EUR. P.O. BOX 40, 
Gateshead NE8 1PD

Or phone +44 (0)191 487 4087 anytime

Become an

OFFSHORE
FINANCIAL
ADVISOR

Six-figure potential
(702) 883-1944

Fax:(702) 883-0267

START YOUR OWN
IMPORT/EXPORT

AGENCY
No capital or experience req. No risk.
Work from home. Part/Full time. Help
desk incl. Est. 1946. Clients in 120
countries.  FREE BOOKLET

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

http://www.wadetrade.com

STOCK PLC
GROUP OF WORLDWIDE COMPANIES 

OFFER THE CHEAPEST STOCK ON THE 
WORLD MARKET.

WE ARE LOADING DAILY CONTAINERS
FROM 

INDONESIA
DUE TO THE CURRENCY SITUATION WE
CAN OFFER VERY CHEAP STOCK NOW

BRANDED TOILETRIES
CONTAINERS OF ADULT 

CLOTHING
EVERYTHING IMAGINABLE 98p

CHILDREN'S CLOTHING 60p
FOOTWEAR

ELECTRICALS
CAN SHIP ANY COUNTRY WORLDWIDE

ALSO
VAST STOCKS AVAILABLE UK FROM OUR

WAREHOUSE
PLUS LOADS OF BANKRUPTCY &

LIQUIDATION DISPOSALS
44-121-552-5522

FAX 44-121-544-0444
E-MAIL: stock@dial.pipex.com

http://www.stock.plc.uk

BUSINESSES FOR SALE

CONFERENCES & EXHIBITIONS

NNeewwllyy  ffoorrmmeedd
(UK) PLC Company

FOR SALE
£100,000,000

One Hundred Million
Share Capital

Company
High Credit Rating

unencumbered "clean"
company

perfect as vehicle 
for acquisitions,

the package includes
US$ 100M Bearer Bonds

for discounting in the future
For further information

Phone: 01273 239240
Fax: 01273 239241

Quote Ref SB1

BUSINESS
SERVICES

SWISS COMPANY offers:
incorporation & management

of off-shore companies,
letterbox & telephone
answering services,

Swiss bank accounts, etc.

Fax: +41 21 637 20 66, or 
write to Penta Trade

& Services Sarl, PO Box,
CH-1023 Crissier

PASSPORTS 
E.U.  $15K & DIPLOMATIC

www.2nd-passports.com
Tel .  Int  + 34-39042969
Fax:  Int  + 34-52883109

100% Legal & Secure
Escrow with Lawyer



2–8 MARCH 1998 ■ THE EUROPEAN   3938 THE EUROPEAN ■ 2–8 MARCH 1998

BUSINESS  DIRECTORY

AUTOS

COMMODITY
DEALERS &
STOCK FOR SALE

BUSINESS SERVICES

SECURITY SERVICES

BUSINESS FINANCE & INVESTMENTS BUSINESS FINANCE & INVESTMENTSBUSINESS TO BUSINESS

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.

• Ready made companies
• Full corporate administration
• Trade services (L/C, shipping)
• Banking/Accounting services
• China business development services

Contact Stella Ho for immediate services & company brochure

NACS LTD
Room 1108, Albion Plaza,

2-6 Granville Road, T.S.T, Kowloon, Hong Kong
E-mail:nacs@hk.super.net

Tel:(852) 2724 1223, Fax:(852) 2722 4373

OFFSHORE COMPANIES

OFFSHORE COMPANIES
ALDERNEY INTERNATIONAL PROVIDE A FULL
RANGE OF OFFSHORE SERVICES INCLUDING

COMPANY AND TRUST FORMATION 
WORLDWIDE, SHIP AND YACHT 

REGISTRATION,
ADMINISTRATION, ACCOUNTING SERVICES,

BANK INTRODUCTION AND INSURANCE
ARRANGEMENTS

ALDERNEY £400
JERSEY   £480
B.V.I.   £320
IRELAND  £225
DELAWARE LLC £200
S.DAKOTA  £175
TURKS & CAICOS  £450
I.O.M.  £250
CAYMAN £470
ANGUILLA £460

PLEASE CONTACT US FOR OUR FULL
SERVICES BROCHURE OR DETAILS AND COSTS

FOR A SPECIFIC JURISDICTION
St Anne's House, Victoria Street,

Alderney, Channel Islands GY9 3UF

Tel: +44(0) 1481 824218   Fax: +44(0) 1481 824219
Email : 106055.1137@Compuserve.com

www.alderney-international.aygg

UK LIMITED COMPANIES

Ready made & Own Name Formations

Certificate of Incorporation
6 Bound copies of Memorandum and 
Articles of Associations
Share Certificates
Pre-stamped stock transfer form
Combined Company Register
Certificate of non-trading
Minute of the first board meeting
Forms 88(2), 287, 288 and G225

Please call for our fantastic deals on
offshore companies, bank accounts
and many other company services.

Best value and quality service from the
Professionals with over ten years experience

Visa/Mastercard/Switch Cards

Tel: +44 1582 459900  Fax: +44 1582 451177
ON LINE REGISTRARS LIMITED
Crystal House, New Bedford Road, Luton

Beds. LU1 1HS

69.95
ALL INC.

UK midlands based supplier to European schools
needs reliable and economical operator to

deliver small parcels.
Low quantities at the moment but 

will grow quickly.
Offers to MD

TTS
Monk Road

Alfreton
Derbys DE55 7RL
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Address
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To: Corby Industrial Development Centre, 
Grosvenor House, George Str., 
Corby, Northants NN17 1TZ. 
Tel: 01536 262571 
Fax: 01536 401374.
E-mail:
jhill@corbyworks.demon.co.uk
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MAKE IT
WELL

MOVE IT
FAST

Seven hundred successful businesses
MAKE IT in Corby. Two-thirds of its
one thousand plus new businesses are
involved in the manufacture of
everything from textiles to chemicals
making Corby the economic power-
house of the East Midlands.  Over
one hundred distribution companies
MOVE IT from Corby - Nation,
Europe and Worldwide - capitalising
on Corby’s unparalleled location at
the Live Centre of England. If you
want to make it well and move it fast,
you’d do well to make a fast move to
Corby. In the past decade alone
1000+ businesses already have!
For a full information pack phone
John Hill on 01536 262571 or
return the coupon.

$99.00 per month
7 Mail Receiving & Forwading

7 Personalized Phone Services

(answered in your/Co. Name)

7 Patching-Connect you to caller

7 When in NY rent office/conf. rm

in beautiful corporate setting

Phone (212)943-1111
Fax (212)943-2300
E-Mail: sri@sri-ny.com

USA-N.Y./
Wall St OFFICE Make Las Vegas

International Country Club
your own address.

Voice-mail (24 Hrs), Fax,
Telephone, Mail 

receiving/forwarding.
Personal/Business 

confidentiality 
guaranteed.

Call +1 702 894 9683/9690
Fax +1 702 696 1635

USA Executive Suites

IMMIGRATION TO EUROPE?
You may qualify to live and work permanently in 

THE NETHERLANDS and attain Dutch Citizenship. Businessmen
or Professionals can apply.

TEL: 31-20-601-4510 FAX:31-20-524-1312
E-mail:immiassist@easyliving.com

Internet:www.immiassist.com
TRADE COMMISSIONERS REQUIRED WORLDWIDE 

EXCELLENT REMUNERATION

NETHERLANDS IMMIGRATION AGENCY

COMPLETE FINANCING FOR
VIABLE BUSINESSES
WORLDWIDE FAX +44 1843
590 943

INTERNATIONAL FINANCE
AVAILABLE For all types of
projects world-wide. Very
competitive rates. Acceptance
within 7 days. Initial enquiries
by fax to +44 (0) 141-339
8298 or e-mail global.capi-
tal@virgin.net

P R O J E C T / C O R P O R A T E
FINANCE available, world-
wide coverage, V.C also avail-
able, broker enq welcome
Tel:00+44(0)161 909 1012
Fx:00+44(0) 161 909 1013

U.S.A HIGH YIELD secure
investment program $10 mill-
$500 mil + Tabletop &
blocked funds or 106. FUNDS
against bank instruments &
precious metals. 109.5 CDs
$5 mil + T.718-446-8736/414-
633-5404

UNINTERRUPTED POWER
SUPPLY units 250VA-2KVA.
Ideal computers, telephone
systems, office equipment,
brand new. USA manufac-
tured. Spare batteries
included. Telexport Trading
Company. Tel:+44(0)1233
756564 Fax:+44(0)1233
756511

SCRAP METAL #HMS-1, low-
est prices volume only, Fax
USA+954-474-3866

OFFSHORE COMPANIES
AND TRUSTS

IN LIECHTENSTEIN
AND WORLDWIDE

Ask for our free information
about company forms in
Liechtenstein and other

offshore places.

Fiduciana
Verwaltungsanstalt

Egon Kaiser, Egerta 53,
POB 2, FL-9496 Balzers

Principality of Liechtenstein

Tel:  +41 – 75-388 02 02
Fax: +41 – 75-388 02 19

E-mail: fiducia@EKVWA.LOL.li

OFFSHORE COMPANIES
By English Lawyers

from £250
Tel: +44 (0)1398 331061
Fax: +44 (0)1398 331918

FUNDS AVAILABLE
BANCORPS - $2900

PRIME BANK ACC - $350
No references, Tax Free

CREDIT CARD - $299
DELAWARE CO. - $399

Tax Free
S&M INTERNATIONAL

TRADE AND FINANCE LTD
TEL - 44 171 495 3395
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Operating to a strict code of practice specialising
in close protection, counter surveillance, manned
guarding and other sensitive security functions.

Formed to cope with the ever changing demands of the security
industry, Brocas specialise in providing highly trained personnel
(ex military and police) operating in the fields of:

•Close Protection
•Electronic Counter Surveillance
•Residential Security Teams
•Consultancy and Training
•Commercial Investigation
•Diplomatic Property Protection

Providers of sensitive security functions to organisations in
UK and abroad with multi-lingual operatives.

Call
BROCAS ASSOCIATES LTD

on: +44 (0) 1303 263 842   Fax: +44 (0) 1303 237 152

OFFSHORE COMPANIES
FORMED WORLDWIDE

ALL
INCLUSIVE

FEES
BVI £750
GIBRALTAR £606
ISLE OF MAN £875

Includes Incorporation
and management services

FIDUCIARY MANAGEMENT SERVICES LTD
13 WIMPOLE STREET, LONDON W1M 7AB

TEL: +44 (0)171 436 8100 FAX: +44 (0)171 436 8188
E-MAIL: CoForm2@Fiduciary.Co.UK

http://www.FiduciaryGroup.Com

PERSONAL, EFFICIENT & PROFESSIONAL SERVICE OF
TRUSTS, OFFSHORE BANKING, YACHT REGISTRATION & VAT

PROVIDED BY IN HOUSE LAWYERS & ACCOUNTANTS

PLEASE SEND ME FURTHER DETAILS

NAME:

ADDRESS:

PHONE: FAX:

RULE NUMBER ONE.....
Do not use an offshore agent in your

country as this will create a file on your
offshore company identity in your own

country.

For offshore companies, bank accounts,
nominee services,

re-invoicing, worldwide

Contact us for a brochure

E-mail: info@offshore-services.ie
Web Site: www.iol.ie/offshore

A Member of The Geneva Group

NEED AN OFFSHORE
COMPANY?

This is not wise.

CHARTERED OFFSHORE
SERVICES LTD

1 St. Andrews Terrace,
Waterford, Ireland

Tel: + 353 51 858855
Fax: + 353 51 858866

Private Offshore Banking
Secured Visa/Mastercard & American Express

For Individuals or Companies

We offer to open an Antigua Corporation Bank Account,
which we will manage for you on your behalf.
In addition, full incorporation, asset protection, nominee
management, accounting and administrative services are
available for business executives requiring an offshore
Company.

For further information, or to arrange a meeting in St. Johns,
please contact our US Customer Support Center.

Lugano Synergy Investment Group, Ltd
Phone  1212-697-8660  Fax 1212-697-8599

25 St. Mary's Street, St. John's, Antigua, West Indies.
http://members.spree.com/lsynergy

Lsynergy@worldnet.att.net

Protect against the loss of advance/up front fees and fraudulent
contracts in High Yield or Non-Conventional Investment

Programmes.

Have you entered into an Investment that you are unsure of and
need help, advice, tracking and retrieving of funds

If you are a client, intermediary or provider & have engaged
or are about to engage contracts

ELIMINATE RISK TODAY

CALL CITY(U.K.) LTD.NOW
Phone +44 (0) 990 133512    Fax: +44 (0) 990 133561

FRAUD PROTECTION

*ASSET PROTECTION * TAX STRATEGIES
* IMMIGRATION MATTERS

* BUSINESS PLAN AND RESTRUCTURING PROJECTS
* PROGRAMME MANAGEMENT * CREDIT ENHANCEMENT

* A FULL CHOICE OF PROGRAMMES TO SUIT
YOUR INDIVIDUAL NEEDS

FOR AN IMMEDIATE RESPONSE WITH FULL
CONFIDENTIAL INFORMATION PLEASE CONTACT:

FAX USA: - (702)786 7166 FAX UK:  (171) 323-1187 
INTERNET: www.northernglobal.com    Email: northngl@sierra.net

Brokers Welcome

Northern Global Bancorp Holding

13,000 + Stores
in 64 Countries

BUSINESS
FINANCE

AVAILABLE
- for any viable

projects worldwide.
Fax brief synopsis

in English to:
Corporate Advances

UK on

+44 1273-621300

ARE "YOU" LOOKING
FOR FUNDING?

• Property Finance
• Venture Capital
• Equity Participation
• Worldwide Project Finance

As a successful Lending House
we provide funding on a status
and semi-status basis worldwide
without delay.
For a fast decision "In Principle"

Tel +44 (0)161 792 4444
Or Fax brief details to
+44(0)161 792 4400

ALLIANCE

INTERNATIONAL

VENTURES

International Finance and
Equity Funders

A PRIVATELY HELD
MULTI-BILLION DOLLAR

CONTRARIAN FUND WILL
EXCHANGE 

ITS STOCK FOR ASSETS 

$50,000,000
MINIMUM VALUE 

TANGIBLE OR INTANGIBLE
WITH OR WITHOUT CASH

FLOW OR WILL ACT AS
GUARANTOR OR PROVIDE
CREDIT ENHANCEMENT

FOR ALL TYPES OF 
PROJECT

FX EXECUTIVE
SUMMARY TO:

GROWTH FUND 
PARTNERSHIP

USA 305 935 4130

FINANCIAL 

GUARANTEES

Insurance/Reinsurance 
guarantees as 

credit enhancement 
for international 

business projects.
Tel. +1 561 998 3222

Fax +1 561 998 3226

USA

http://www.northcorp@

worldnett.att.net

FUNDING
WORLDWIDE

COMMERCIAL
VIABLE

PROJECTS
FAX SUMMARIES TO:

TEL/ANS/AUTO/FAX LINE
HELP LINE TEL:

AAY INVESTMENTS

+972 9742 5065 

+972 5253 3931 

IMMEDIATE &
UNLIMITED
Capital available for

ALL viable commercial
projects! Minimum  U.S.

$1 million -
NO maximum.

Tel: 717-397-7777
Fax: 717-397-7490

(USA)

INTERNET
http://www. intbuscon.com

INTERNATIONAL
FINANCE

Capital Investment Agency
London Borough

of Bromley
BR1 1RY

Telephone:
+ 44 181 464 4442
+ 44 181 467 7282

Telefax:  
+ 44 181 460 1364
+ 44 181 467 6744

T A X  F R E E  C A R S
ALL MAKES & MODELS - CARS & MOTORCYCLES

EUROPEAN - JAPANESE - AMERICAN

BRAND NEW CARS DIRECT FROM OFFICIAL IMPORTERS

Let us know the specific make & model you are interested in and by return we will mail you our

General Information Booklet with the current prices of the make and model of your choice.

SHIPSIDE TAX FREE WORLD ON WHEELS B.V.
Kruisweg 631, PO Box 430, 2130 AK Hoofddorp, The Netherlands. 

Phone: +31 20 653 33 33  Fax: +31 20 653 32 41
Internet: http/ /www.shipside.com

Send me your General Information Booklet today
Name: ------------------------------------------------------------------------------------------------------- ----
Address: --------------------------------------------------------------------------------------------------- ---
City: -------------------------- Postal Code: ------------------ Country: ------------------------------

Phone: -------------------------------------------- Fax: ------------------------------------------------------
I am interested in make:  (1) ------------------------------  (model) --------------------------------
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For more information or to advertise in the classified pages, please contact us on 
Tel: +44 171 418 7883, Fax: +44 171 713 1835,

E-mail: classified@the-european.com

Call Ms. Grisel Damgaard at
Tel: +377 92 057 057
Fax: +377 92 052 830

e-mail: use@monaco.mc
Campus address: Stade Louis ii 
2, av. Prince Héréditaire Albert

MC 98000 MONACO

U.S.E. is fully accredited
in the United States and

the Principality of Monaco

U.S.E., located in the heart of Monte-Carlo`s
bustling Fontvielle business district, offers a
wide range of programs and enjoys a world-wide
reputation for academic excellence.

UNDERGRADUATE
• BSBA - Bachelor of Science in Business

Administration Degree in Monaco
(4 years)

• Dual Bachelor Degree in International
B u s i n e s s  o r  i n  E n g i n e e r i n g
w i t h  t h e  University of Southern Carolina
(2 years  in Monaco, 2 years in Columbia, USA)

GRADUATE
• MBA - Master in Business Administration 

(1 year) 
• Executive MBA (2 years) 
• International MBA (2 year)
• MAster in Financial Management with 

the S.A.A of the University of Torino, Italy 
and the Leonard Stern Business School, 
New York University, USA (1 year) 

• DEA/PhD with the C.R.R.M of the 
University of Aix Marseilles iii, France

UNIVERSITY
OF SOUTHERN EUROPE

M O N A C O

IInn  aa  ccllaassss  ooff  iittss  oowwnn

The Mount School York provides
the kind of caring, family

atmosphere that helps every girl to
feel at home. Because only within a
secure, content environment can
girls truly flourish.
It is this approach that lies at the
heart of our pastoral Quaker ethos,
in which all faiths are respected
and girls enjoy the freedom to
fulfil their potential.
For a parent with a
demanding career, that's
very reassuring to know.
It's also good to know
that, with first class

academic results, The Mount is one of
the UK's top 25 boarding schools
in the Financial Times survey.
Set in 16 acres and minutes from
the centre of historic York, our
school enjoys a wealth of facilities
and is currently undergoing a
major upgrading of the boarding
accommodation.

What's more, The Mount is only
1 hour 50 minutes by train from

London and has easy access
to motorway networks.
To discover more, call
Gil l  Porteous today

on 01904 667 507.

SCHOLARSHIPS AND BURSARIES NOW AVAILABLE FOR 1998

THE MOUNT SCHOOL YORK

THE MOUNT SCHOOL, DALTON TERRACE, YORK YO2 4DD. FAX: 01904 667524. 
Email:admissions@mount.n-yorks.sch.uk  Visit our website: www.mount.n-yorks.sch.uk
Registered charity 514646 exists solely for the education of children. REF: E1

TO YOUR DAUGHTER, OUR BOARDING
SCHOOL IS A HOME FROM HOME.

TO YOU, IT'S PEACE OF MIND.

THE

MOUNT SCHOOL
YORK

FIDELIS IN PARVO

EST. 1785

LEICESTER UNIVERSITY
FACULTY OF LAW
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A Two Year DISTANCE LEARNING Masters offering:

● Comprehensive and up-to-date course materials

● Tuition at intensive weekend sessions

● Study visit to Brussels/Luxembourg

● Assessment by coursework and dissertation

● Core and optional modules leading to the award of a 
specialist degree in either commercial or employment
law of the European Union  

● Opportunities for professionals to combine work with
study

● Suitable for lawyers and non-lawyers

● Meets 100% of CPD requirements for solicitors

Full course details for entry in October 1998 available from:  

Susan Thornton, Course Administrator on +44 (0) 116 252 2346,
e-mail:  st22@le.ac.uk, fax +44 (0) 116 252 2699

quoting reference number: E-EU-398.

INTERNATIONAL CENTRE FOR MANAGEMENT,
LAW AND INDUSTRIAL RELATIONS, 

University of Leicester, Leicester LE1 7RH, UK.
Website:  www.le.ac.uk/depts/ic/

Promoting excellence in University teaching and research

LL.M./M.A. in
EUROPEAN UNION LAW

THE KURSK STATE MEDICAL
UNIVERSITY

The first university in Russia to teach Medicine
and Pharmacy in ENGLISH.

Don`t miss your chance 20 available places still
open for March 1998 session
www.multynent.net/kursk

for all interested students
Fax:+00 1 212 208 2543 or e-mail: Kursk@multynet.net

• Advanced placement for science students
• Accomadation available in dorms

• Fees not exceeding $4000.00 per year
• Cost of living very cheap

GSTAAD - SWITZERLAND

Write or call or fax: W. Lovell, Ch - 3792 Saanen, Switzerland
Tel: (+41) (33) 744 13 72 Fax: 744 89 82, E-mail lovell@jfk.ck, www.gstaad.ch/jfk

THE RIGHT START THE SUMMER EXPERIENCE
A unique boarding school for boys and girls
5 - 14. Thorough preparation for english
language secondary schools. Small classes,
individual attention, family atmosphere,
French, sports, excursions, daily skiing in
winter - and a superb, safe, alpine location.

During July and August, an outstanding
summer camp program for children 7 - 13.
A fun - filled, challenging experience,
combining language instruction in English
or French with sports, activities, excursions
and camping skills.

JOHN F. KENNEDY
INTERNATIONAL SCHOOL
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If would like to receive further information about any
of the advertisers that appear in this week's

INTERNATIONAL EDUCATION Special focus, 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 GRAY'S INN ROAD,

LONDON WC1X 8NE, UK.
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Are you aiming for the top? It’s hard to get
there in any business – in a career in
hospitality management, it’s really tough.
No other profession requires so many skills.

At the world’s first hotel school in
Lausanne, Switzerland, we only
accept students with the drive to
succeed.  You’ll spend four years

combining theory with practice in all
areas of hotel management.  You’ll

study not only finance, marketing,
law and human resources, but
also kitchen, service and
housekeeping. And you’ll do
two six-month paid internships.

No one will be better trained.
No one will have a better
chance to go all the way.
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il For free information pack by contacting us at: 
EHL, Dept TE, CH-1000 Lausanne 25, Switzerland
Tel: ..41 21 785 11 11    E-mail: admission@ehl.ch
Fax: ..41 21 784 14 07   Website: http://www.ehl.ch

AMBITIONAMBITIONPassport
to the world...

The American Community Schools ensure 
expatriate children do not get left behind:

v Three superbly equipped schools in stately settings close to London

v Full English as a Second Language (ESL) program

v International Baccalaureate Diploma for worldwide University access

v Pre-kindergarten to Grade 13 (ages 3-19)

v American High School Diploma, including Advanced Placement courses

v Modern boarding facilities available (ages 12-19)

v Full sports and extra-curricular programs

For free video and further information, contact:
The Admissions Office, American Community Schools, England

http://www.acs-england.co.uk

The American Community Schools, England

‘Heywood’ Portsmouth Road,

Cobham, Surrey KT11 1BL, England

Telephone 01932 869744

Facsimile 01932 869789

e-mail: mbucknell@acs-england.co.uk

‘Hillingdon Court’, 108 Vine Lane,

Hillingdon, Middlesex UB10 0BE, England

Telephone 01895 813734

Facsimile 01895 810634

e-mail: hmulkey@acs-england.co.uk

‘Woodlee’, London Road (A30),

Egham, Surrey TW20 0HS, England

Telephone 01784 430611

Facsimile 01784 430626

e-mail: abarker@acs-england.co.uk

American Education - European Style
International co-educational boarding school,
grades 9-13. Challenging academic program in a
supportive family atmosphere. High school
diploma, International Baccalaureate, Advanced
Placement courses, English-as-a-second language.
Excursions, sports, activities, skiing/snowboarding
SUMMER PROGRAMS: 9-19, Languages, arts,
sports, theater, excursions, June 27 August 7

CH 1834 Leysin
Tel: +41 24 493 3777 Fax: +41 24 494 1585

e-mail 100551.734 @ compuserve.com

in
FINE ARTS FASHION
INTERIOR DESIGN

LANGUAGE
FRENCH CUISINE

BILINGUAL
UNIVERSITY

over 30 years experience

(Jan-Sept or Oct-May)

THROUGHOUT THE
YEAR

9 rue des Ursulines
75005 PARIS

Tel: 33 1 44 41 99 20
Fax: 33 1 44 41 99 29

......in France
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STUDY PROGRAMS

ACADEMIC YEAR

1 MONTH WORKSHOPS

INTERLINGUAJERSEY
The

Perfect
Location

Improve your ENGLISH
on the beautiful island of JERSEY

International business and holiday centre

Send for colour brochure
Tel +44 1534 852590           Fax +44 1534 856727
e.mail interjer@itl.net        www.itl.net/go/to/linguaj

at the University of Basel
International and interdisciplinary post-graduate studies in law,
economics and political science relating to aspects of European
integration.

University degree:

Master of Advanced
European Studies

Fee CHF 6'500.-
Full-time programme 2 semesters
Part-time programme 4 semesters
Languages German & English required;

French optional
Start of the first term 19th October 1998
Applications due 31st May 1998

Waiting list for later applications
Documentation available at:

Gellertstrasse 27
PO Box
CH-4020 Basel
Tel.++41 61 317 97 67
Fax.++41 61 317 97 66

E-mail: 
Internet:

europa@ubaclu.unibas.ch
http://www.unibas.ch/euro/index.html

IHTTI School of Hotel Management
Neuchâtel, Switzerland

Ask Maria Baks for information
at our head office
IHTTI, Box, 4006 Basel, Switzerland
Tel: ++41 61 312 30 94
Fax: ++41 61 312 60 35
Email: headoffice@ihtti.ch
Web-page: http://www.ihtti.ch

STUDY INTERNATIONAL HOTEL
MANAGEMENT IN SWITZERLAND

3-Year Bachelor's Degree and Higher Diploma in Hotel Management

2 1/2-Year Diploma in Hotel Management

1-Year Post-Graduate Hotel Operations Diploma

1-Year Certificate Courses

Concentrations in: Entrepreneurship, 
Marketing, MIS, and Global
Financial Institutions & Markets

Many years of experience in business 
education

Small classes for active learning and 
individual attention

High-level networking opportunities

Multi-cultural, international study 
environment

Extensive academic and employment 
counselling

Starting dates in September, January    
& May

Discover the International
MBA with a Difference
Make contact today for a prospectus and discover your real potential in a truly
international study environment. See how your career can be enhanced. Huron
University USA  in London is situated in the heart of town and offers recent  graduates
work  assessment and regular acceptance paths in its MBA. When you call our
Admissions Office ask about  our unique Ambassador Program.

Huron University USA in London
Office of Admissions   
58 Princes Gate - Exhibition Road  
London SW7 2PG - UK

Telephone  +44-171-584 9696/581 4899
Fax  +44-171-589 9406
E-mail Admissions@huron.ac.uk
Web Site  WWW.huron.ac.uk

Dunmow Road Bishop's Stortford Hertfordshire CM23 5HX
Tel: +44 (0)1279 658451  Fax: +44 (0)1279 755198

YOU CAN AFFORD
QUALITY BOARDING

* Government pays all tuition fees

* Total cost under £5,000 / year

* Excellent facilities and GCSE results

* International Baccalaureate Sixth Form

* Award winning bilingual section

* Site of former teacher training college

* Sixth Form Scholarships available

Principal: Dr R B Guthrie, B.Sc.,Ph.D.,M.B.A.

A grant maintained day and boarding school
with a strong international dimension

To Advertise contact
Jon Murphy or
Fleur Terrin on

Tel
+44 171 418 7747

Fax
+44 171 713 1835
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INTERNATIONAL EDUCATION
For more information or to advertise in the classified pages, please contact us on 

Tel: +44 171 418 7883, Fax: +44 171 713 1835,
E-mail: classified@the-european.com

Discover Spain, its language, its people
* 8 type of courses, 8 different levels
* Study materials free, Study counselling free
* Additional lectures free, Accommodation Service
* Excellent activity programme
* For more details see - http://www.iponet.es/delibes
Talk to us first...

Colegio Delibes. Avenida Italia, 21 37007 Salamanca - ESPANA
Tel: 0034-23-120460  Fax: 0034-23-120489

E-Mail:delibes@iponet.es

WHERE DO YOU WANT TO LEARN TOMORROW?
International Baccalaureate • German Boarding School
email:SalemCollege@compuserve.com fax +49-7553-81380

www.SalemCollege.de

The Centre Giacomo Leopardi offers

300 Scholarships
for Italian language and Culture Courses in Italy
with accommodation in a marvelous Castle

Dr Carmelo A. Manetta
Via Castello 61020 Belforte all'Isauro (PS) Italy
Tel. +39 722 726000 Fax. +39 722 726010   

www.italian.org
centroleopardi@wnt.it

C E N T E R

Giacomo Leopardi

French - English - German

Conversation
Excursions, a wide range of sports and other outdoor activities

INSTITUT MONTE ROSA MONTREUX
57, AVENUE DE CHILLON         CH-1820 MONTREUX
TEL. +4121 963 53 41                 FAX +4121 963 47 83
E-MAIL monterosa@bluewin.ch        www.monterosaschool.com

Summer Holiday Courses
June - July - August

ppll
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ENGLISH FOR
PROFESSIONAL

STUDIES
Digital Courseware in

Business Management /
insurance & others
Millennia3.digital

Tel/Fax (+44) 1424 717078
dhatch9811@aol.com.uk

Language Training by
Distance Learning

or
Face to Face

From
Education Matters

Tel/fax
(+44) 1424 722203

lucas@education.
cablenet.co.uk

is a professional agency which specialises in 

finding the right school for your child either in the

UK or overseas. We can also assist with advice

on Summer & Easter schools.

For further information please contact; "School
Search". Veranda, Holy Well Road, Malvern Wells,

Worcestershire. WR14 4LF.

Tel:UK+44 (0)1684 566347
Fax:UK+44 (0)1684 577559

" S C H O O L  S E A R C H "

GERMAN IN BERLIN !
We offer professional German courses.

intensive courses •
small groups •

2 weeks to 10 months •
one-to-one tutoring •

Business German also •
available.  

accomodation with •
german families

Please call us for
more information!

THE NEW SCHOOL
•More than just

languages

Excellent terms for
travel agencies!

Gieselerstraße 30a
D-10713 Berlin
phone: +49 30 873 0373
fax: +49 30 873 8613

An established Masters in Business Administration programme commencing in
September 1998 which:

• Emphasises the Integration and Implementation of Managerial Action.

• Addresses an International Business Agenda with an International 
Participant Group.

• Includes a Study Visit to the European Mainland in the Course Fee.

• Places a High Emphasis on Interactive Small Group Work and 
Tutor Support.

Admission onto the programme requires no prior formal study of Business 
or Management subjects. Applicants not in possession of a recognised degree 
or professional qualification may be considered on the basis of extensive 
work experience.

Accommodation can usually be arranged in the University’s halls of residence 
if desired.

Fees are £7,000 for non EU residents and £5,500 for EU residents.

For further information contact:
Irene Urquhart/John Penlington, 
Department of Management, 
Glasgow Caledonian University, 
70 Cowcaddens Road, 
Glasgow G4 0BA,

Scotland
Tel:+44 (0) 141 331 3173, Fax: +44 (0) 141 331 3269
E-mail: IUrquhart@gcal.ac.uk

W H E R E  C A R E E R S  C O M E  F I R S T

MBA

G L A S G O W

CALEDONIAN

UNIVERSITY

International
• 60% international students from more

than 10 countries.

• Consultancy projects with local and multinational 
companies.

• Prestigious Professors with Ph.D from
the best universities of the U.S. and Europe.

• Exchange programs and projects with
INSEAD (France), London Business
School (UK), The Wharton School
(U.S.A), and other top international
business schools.

• Students with high diversity of
backgrounds, cultures and viewpoints.

Leader
• A Business School established

since 1952.

• Prestigious Board of Directors
with strong involvement in
Latin-American and worldwide
companies.

• A large and affluent alumni network:
more than 1500 MBA graduates.

• Dynamic and successful placement
office.

• Excellent location and
communications Network.

• Chile, an exciting and vibrant economic
setting.

Innovative
• 1 year intensive study.
• Creative teamwork.
• Leadership and

interpersonal skills.

• Course taught in English 
and Spanish.

• Case studies and work
shops ensure interdisciplinary 
and interfunctional coordination.

• Recognised as a leader by other 
programs in the region.

• Viña del Mar, the perfect student 
environment.

MBA International Program
Universidad Adolfo Ibánez
Balmaceda 1625
Viña del Mar, Chile
Tel: (56-32) 66 02 11 • 661787• Fax: (56-32) 66 02 25
e-mail: mba@uai.cl 
or visit our website: http//www.uai.cl

Class of 1997
N. San Miguel (Ecuador), G. Fornes (Argentina), J. Alarcón (Perú),
M. Michelena (Uruguay), H. Traumann (Chile), F. Franco (Bolivia)

A UNIQUE INTERNATIONAL EXPERIENCE
IN SOUTH AMERICA

More than
17,000 visits to our

website & more than
1,000 requests for a

brochure

Discover the Magnificent Southern California Coast...
The Opportunities are Endless!

10-week Intensive ESL

4-week Conversation & Culture

4-week Business English

4-week TEFL Seminar

International Business
July 6 - September 23

Marketing Communications
March 20 - June 30

Teaching English as a Foreign Language (TEFL)
July 3 - December 11

Web Design & Management
January 8 - April 30

Ms. Angelika Volkman, Director 
English and Certificate Programs for Internationals 
UCI Extension
P.O. Box 6050 - EU 
Irvine, CA 92616-6050 U.S.A
Tel: (714) 824 5991 Fax: (714) 824 8065
E-mail: uci.esl@uci.edu 
Visit our Website: http://www.uci.edu/~unex/esl/

UNIVERSITY OF
CALIFORNIA IRVINE

• ENGLISH LANGUAGE PROGRAMS

• CERTIFICATES FOR PROFESSIONALS

CH-1815 Clarens/Montreux - Switzerland
Tel:+41/21/964 34 11, Fax:+41/21/964 49 32

St. George's School
SUMMER COURSE

Intensive French and English courses with sports and
excursions. Swimming pool, seven tennis courts, sports hall,

large grounds overlooking Lake Geneva.

Boys and Girls aged 10-16
5th July to 24th or 31st July

FREE DEGREE VIDEO
External Degrees
BA/MS/PhD/LAW Lowest
Tuition Accredited Columbus
University  (504)486 - 2101 /
(888)896 - 1228 USA Fax:
(504) 483- 3265
www.ColumbusU.com

interested in

Art & Design?
highly renowned

international
design practice
chosen for the

Millennium Dome
has exclusive summer

course for visitors to the UK
Colour Prospectus
tel 01483 458003

message/fax 458002
e-mail

design-management@lineone.net

LEARN
COMPLETE

GREEK
Reading, Pronunciation,

Vocabulary, Grammar and
Sentence Generation on
your computer from our
Read and Speak Greek

CDROM.

Website:
http://www.anotek.com

E-mail:
georgeb@anotek.com

Fax: (310) 450-0867 in USA
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T R AV E L  &  L E I S U R E

MALDIVES
offers you 1st class

diving & leisure
holidays.

Tel:+960 -320-435
Fax:+960-314-591

E-mail: ocean@dhivehinet.net.mv

TRAVEL

ITALY

PERSONAL

CLAIRVOYANT

PEN PALS

BOOKS & PUBLISHING

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

AUTHORS
Let Us Publish Your Book

Most subjects considered including
Religion, Biography, Children's

Stories, Poems, Fiction
and First Books.

AVON BOOKS (EU),
1, Dovedale Studios,

465, Battersea Park Road,
London SW11 4LR

TUSCANY
For Rent
Secluded
Cottages 

on Lucca Hills.
Pool.

tel/fax 
+39 583 952573

http://www.
lunet.it/offerte/vecoliPEN-PALS, \f1\ friendship or

marriage. Write 190 Caro
Mio 1, Sark, Channel
Islands, GY9 OSE, U.K\ql\\r\

CLAIRVOYANT MORIAH
DANGELIS reveals lovers
destinies, answers all
questions. Call for advice
USA+817-831-7532 

NEW FRIENDS and partners
worldwide. Write W.P.C. (E)
PO Box 4, Goring, RG8
9DN, UK 

NEXT SPECIAL
REPORT

MBA / Business
Management

Education

30TH MARCH

To Advertise
contact

Jon Murphy
or Fleur Terrin

On
Tel

+44 171 418 7747
Fax

+44 171 713 1835
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To advertise in the APPOINTMENTS SECTION
please contact Charlie Attenborough, Sam Harvey

or Peter Aplin on:
Tel: +44 (0)171 418 7883
Fax: +44 (0)171 713 1835

E-mail: classified@the-european.com

For more information or to advertise in the classified pages, please contact us on 
Tel: +44 171 418 7883, Fax: +44 171 713 1835,

E-mail: classified@the-european.com

Make a sound investment.....
(London)

Bacon & Woodrow has a reputation for robust and direct advice. Our clients range
from large multinational corporations and overseas governments to UK based
pension schemes.

What they share is the need for tailored advice.

Our strength lies in applying the latest financial modelling techniques to provide
practical investment solutions.

Our success in both winning new clients and expanding the scope of advice we offer
has created a number of exciting opportunities. In particular we are looking for:

• Head of European Manager Research

• Investment Consultants to advise international & domestic clients

If you have the energy and the professional skills required to understand market
strategies, assess investment processes, develop innovative solutions and
communicate effectively; then send your CV with details of current salary to:
Gillian Lumsden, Senior Personnel Officer, B&W House, 55 East Street,
Epsom, Surrey KT17 1BP, UK. Closing date: 7/3/98.

...listen to the Opportunities
Bacon & Woodrow has
to offer in Consulting B A C O N  &  W O O D R O W

Internationally Woodrow Milliman

required for international sports organisation. This is a
senior position within the organisation reporting directly to
the Chief Executive. In addition to day to day operations
and accounting functions the applicant will be responsible
for managing specific projects on behalf of the Chief
Executive.

Person Specification:
• Educated to Degree Level, preferably a degree   in 

commerce with a finance and sports 
management background.

• Detailed knowledge and experience of international
cricket, in both technical and financial aspects of 
the sport.

• At least five years experience of working for a 
governing body of an International Test playing 
nation.

• Strong inter personal skills.

• Combined ability to work well in a team but with 
initiative and dynamics to handle complex matters 
independently.

Salary in the region of £26,000 according to the level of 
experience. All applications must be in writing to 

Box No. P505

Executive and Finance officer 

WWANTEDANTED
C O M M E R C I A L S  C O M M E R C I A L S  

P R O D U C E RP R O D U C E R
Leading W1 Agency seeks a creative thinking, 
energetic and innovative Commercials Producer to
oversee the production of commercials in the Far
East, South Africa and Australia. The position will be
based in London.

Candidates must have Production Company and
Agency experience in those regions. Knowledge of
local markets, directors and production companies
essential. Salary circa £30K.

If you feel you meet the above criteria
please send your CV to PO Box No. P504

Edinburgh Software House 
requires 

software engineers. 
C, C++, Java, NT, Win 95, Oracle, 

Client-Server, Intranet, ATMs, Kiosks, 
PCs, Embedded, Realtime, Multimedia. 

You should have a strong C/C++, a good degree in
Computer Science, be able to work in English and
have two years work experience. A Doctoral
degree (PhD) an advantage. You will be based in
Edinburgh. Write with CV, current salary and
availability dates to:

KAL, Sunnyside, Edinburgh
EH7 5RA, Scotland. 

Fax (44) 131 652 1193.

Manufacturer of orthopaedic and surgical products
require an international marketing manager.

Candidates must possess excellent post graduate
qualifications preferably in international marketing.

Linguistic proficiences in at least two South and
East Asian languages, one European language and

a high standard of English. Candidates must be effective
communicators and provide knowledge and

interest in the products.

Salary and package negotiable.

Apply in writing enclosing C.V. to: Mr. Keith Howard,
Orthopaedic Innovations, Carwood House,

Carwood Road, Sheffield, S4 7SD, UK.

INVESTMENT BANKING
OPPORTUNITY
Excellent package  . London

Our client, a London based securities firm, is seeking to recruit an
experienced professional to join the Investment Banking Division. You
will be liaising with other advisors and product specialists to utilise your
expertise in defining and generating analyses.
Successful candidates will be able to demonstrate all of the following:
n a minimum of two years’ experience gained in an international blue

chip financial services organisation in the Middle East and Europe 
n financial modelling skills, an audit/consultancy background would

be an advantage
n educated to Masters degree level in a financial discipline
n proven marketing and relationship skills
n fluent English, French and Arabic, additional European languages

would also be desirable.
To apply, please send your CV, quoting ref: 1100, to: The Confidential
Reply Handling Service, Associates in Advertising, 5 St John’s Lane,
London EC1M 4BH.

OPERATIONS 
CO-ORDINATOR
(MANCHESTER, 

ENGLAND)
Our client, TECO
Information Systems (UK)
Ltd, is seeking applications
for the above position. The
suitable candidate will be
educated to degree level
and fluent inEnglish,Chinese
(Mandarin & Taiwanese) and
either French or German.
They will have a knowledge
of computer monitor & scanner
products and a minimum of
5 years experience in sales
and marketing. The post
holder will be responsible for
supporting European sales
promotion, organising product
supply from the Far East and
providing technical support
for customers.

Annual salary
£24,000 to £28,000

Send CV & indication of
current salary package
to:
Chris Hunter Associates
Suite G07, Grosvenor
House, Central Park,
Telford TF2 9TW,
England.

Closing date 27th March.

A UK based small company, are seeking an ambitious
Sales and Marketing Executive aged between  30 to 45
years old with several years experience with a major office
furniture company or manufacturer.  Knowledge of the
Australian ergonomic furniture sector is essential.

This is an influential role, reporting directly to the
Managing Director, in  which the successful applicant 
will develop and expand a new ergonomic furniture and 
accessories branch within the company for wholesale and
retail markets.

We offer a full range of benefits, please apply in writing to 
Hunts Office Furniture, Unit 3/4, West End Road, High

Wycombe, Buckinghamshire, HP11 2QQ.

Applications close 16/03/98
Hunts Office Furniture

An Equal Opportunities Employer.

Sales/Marketing Executive
£23,000 + Benefits

EUTELSAT
is a Paris-based European
Telecommunications Satellite
Organization which operates a
network of satellites for fixed
and mobile communications
within Europe and the
Mediterranean Basin.

YOUR NEXT CAREER-STEP
IN WRITING

You are an experienced report
writer with a proven ability to draft
accurately and to write concise reports
in English, and you are now seeking
the next step in your career which can
offer you a genuine management
challenge. You could be EUTELSAT'S

HEAD OF
CONFERENCE
SERVICES
In this position you would be
responsible for the coordination of all
tasks related to the proper
organization of major EUTELSAT
meetings involving participants from
forty six European member countries.
You would also act as Secretary and
Rapporteur for committee and working
group meetings of the Organization
and as Rapporteur for meetings of the
EUTELSAT Board of Signatories
and Assembly of Parties
(Government     entities).

In performing these tasks you would
be leading a small team of specialized

staff and working closely with your
Head of Division and other senior
managers of the Organization.

A university degree or the equivalent,
extensive drafting experience with a
demonstrated ability to write
syntheses, summary records and
reports in English, English mother
tongue and a sound knowledge of
French, an ability to manage staff, to
work under pressure as part of a team
and to meet strict deadlines are the
minimum qualities a successful
candidate would have to possess.
Experience in organizing and running
international bilingual meetings and a
knowledge of telecommunications,
electronics or aerospace would be an
advantage. A wide ranging computing
expertise is also desirable.

Applications from suitably qualified
candidates should be sent to the
following address.

EUTELSAT Head of Personnel, Site
and General Services, 70, rue Balard,
755002 Paris Cedex 15, France.

Opportunities in the Euro-Market
Stimulated by many EU programmes, Belgium and Luxembourg enjoy a favourable job climate for
jobs and career advancement:

consultancy accountancy management government
restructuring training construction agribusiness
engineering utilities chemicals petroleum,
infrastructure medicine ...social sciences many more...
Job competition is high. The key to success is to communicate a clear image of competence, drive,
creativity, problem-solving, versatility, achievement,...poised for the next challenge with a new employer.

YOU CAN TARGET POTENTIAL EMPLOYERS, BUT CAN THEY FIND YOU?

Job changes are rare events along the career path: few seekers have optimal skills in "self-marketing". Our professional
input of advice and practical support will strengthen your own efforts and speed-up the search:

• writing a professional CV: European Phare/Tacis, US formats
• selecting career directions • targeting opportunities
• fruitful networking • handling other sensitive issues

To explore career options // discuss goals // call in confidence.

New Horizon Careers  Tel. (32 2) 280.01.48
Gordon Allen - Counsellor Fax. (32 2) 230.29.27

E-mail:new_horizons@skynet.be

INTERNATIONAL BANKING, IT & FINANCE
Phd Quantitative analysts for Chicago, NY, London Salary + package 80-150k+

Qualified ACA, for Business (operational) Risk 80-100k

Emerging Markets Credit Analyst 35k

FX Sales Institutional Clients 40-60k

Currency Risk Management Sales 80k + package

Quantitative Programmer C++ Sybase Unix 45-65k

CAMPION INTERNATIONAL RECRUITMENT CONSULTANTS
Africa House, 64/78 Kingsway, London WC2B 6AH

Tel+44 (0) 171 831 6600. Fax +44 (0) 171 831 6622
Campion@camco.demon.co.uk

Haven Europe, a leading self drive mobile home and camping
company, require a seasonal Trainee Mobile Home sales assistant to
work for 8 months on one of our exclusive parks situated in the
Charente Maritime, France.

Your main tasks are: To meet sales targets, maintain the presentation
of show mobiles and showground, control deliveries and deal with
after sales queries.

If you are 20+, dynamic and an excellent communicator as well as
bilingual in French  and English, please send your C.V. and covering
letter to:

Pascale Cloix, 
Les Charmettes,
17570 Les Mathes, 
France. 
(closing date 13th March 1998)

QUALITY SELF DRIVE MOBILE HOME    & CAMPING HOLIDAYS

Visit USA, Australia, The Caribbean,
Mediterranean, Far East...and get paid for it

while meeting people, having fun & adventure
of a lifetime. Earn up to $6,000 pm tax-free.

All nationalities welcome.

For details send 2x26p stamps 
or 2 Int'l Reply Coupons to:

Transitions Overseas
(N1), 197 North End

Road, London W14 9NL.

CRUISESHIP JOBS &
WORKING HOLIDAYS

EURO JOB SEARCH

Energetic Slovak 
Civil Engineer (28)

with experience on the building sites in
Germany, Cyprus, Czech Republic, Slovakia and

Ukraine is looking for a challenging position
worldwide. Ready for travelling. Fluent in English,

German, Russian, Slovak (mother tongue).
Computer literate.

Please contact: Jozef Sromek, Komenskeho
584, 058 01 Poprad, Slovakia. 

Tel +421 92 728 439.

For further information, please reply
to the following address:

Mr. T.U.Senanayake
P.O.Box 80-955
Bourdj - Hammoud

Lebanon

Sri Lankan couple, who have a good

knowledge of English, seek a domestic position.

Willing to travel anywhere, no encumbrances.

Wanted - European Inspectors
Are you resident in Europe (except the U.K.)?

Do you have a background career in Sales and a clean current
driving licence?

Are you fluent in English and looking for a part-time occupation?

If the answers to the above questions are yes, 
then we would like to hear from you.

Established in 1982, Johansens has achieved a reputation for
generating direct rack rate bookings for prestigious independently
owned hotels. Launched in 1995, "Johansens Recommended
Hotels - Europe" continues this tradition of independent annually
inspected hotels.

As our Inspector, you will be expected to source hotels of a suitable
quality within your area or country, present the many benefits offered
by Johansens, inspect the facilities offered by the hotel and pass on all
the relevant information to Head Office based in London. Training for
this position will be given to successful applicants after an interview.

In the first instance please send your C.V. to:

Jolyon Harris, Publisher 
Johansens, 175-179 St. John Street,

London EC1V 4RP, England.

Tel: +44 171 490 3090 
Fax: +44 171 251 6112

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.

OIL SERVICES
GENERAL MANAGER

YEMEN                      c £50k + Bonus TAX FREE
Our client, a substantial Middle East Group, was formed in 1938 and 
currently employs 12,000 staff worldwide including production facilities, 
trading companies and JV's in the Yemen, Saudi Arabia, Egypt and the UK.
This position offers an exceptional opportunity to expand and develop a small
5 year old oil service company within the Group.

Based in Yemen you will be responsible for developing the business to
include expanding existing JV's and Agencies, introducing new ones and
managing all aspects of the company with particular emphasis on marketing,
good relations with principals, controlled profitable expansion and strategic
analysis.

Educated to degree level you must have a proven track record of success
within the oil service sector, good contacts and overseas experience.

In addition to the tax free salary you will be provided with free married 
accommodation, transport, medical cover and leave flights to your home
country.

Please send full CV in strict confidence to John Steeds at:-

Anglo Arabian Services Limited
International Recruitment Consultants

London House, 53/54 Haymarket, London SW1Y 4RP, UK.
Tel: +44 (0)171 925 0177  Fax: +44 (0)171 930 4261

EUROPEAN TRAINING
OPPORTUNITIES

We require freelance trainers to work on an extensive
management development programme for a major
retailer. You will possess a native command of
English and either French or German plus excellent
presentation skills. You will be responsible for
training managers on operational management
issues, leadership, teamwork and performance
management, both in the UK and mainland Europe.

Successful applicants will receive formal training in
delivery. Please write with full CV to

Box No. P502

AS/400 Systems Engineer

Salary £29,000-35,000
A software house working for Japanese companies in the
UK require a Systems Engineer with fluency in Japanese.

Applicants should have a minimum of 3 years AS/400
development experience, with knowledge of distribution

systems and Japanese business practices.
Good RPG/400 skills are essential.

Please write, enclosing a CV, to The Personnel Manager,
Q Technology Ltd, Sinclair House, The Avenue, West

Ealing, London W13 8NT. Tel: UK +44 (0)181 810 4233
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Gold brings Czechs’ revenge
W O R L D  C U P

French ticket
touts may add
to fans’ fury

C H A M P I O N S ’  C U P

Dynamo powers Ukrainians’ hopes

Why no one wants to work at the European Central Bank PAGE 50

EMPICS

EPA
O

HE continuing row over
ticket allocations for the
World Cup dominated a
conference last week on
security at the tourna-

ment. Sixty-five per cent of the seats
for this summer’s month-long event
will go to the French public with just
16 per cent earmarked for foreign fans.
Some of the best-supported countries,
including Germany, England and Den-
mark, will have as few as 3,000 tick-
ets for some matches. This will satisfy
barely 10 per cent of the demand. Sev-
eral national football federations have
already warned that this disparity will
lead to violence.

Jack Straw, British home secretary,
who chaired the security conference
in Blackburn, northern England, said
he would press the French organisers
to increase the allocation for travel-
ling fans. Straw is not alone in his crit-
icism. The European Union’s
commissioner for competition, Karel
Van Miert, has rapped the French on
the knuckles. He ordered them to
reduce the restrictions on foreigners
buying tickets and increase the num-
bers available to them.

This year’s World Cup is the biggest
ever, with 32 teams taking part. As
France is within easy travelling dis-
tance of many of the participating
countries, ticket touts will enjoy more
business than ever. The French are bas-
ing their security policy on having rival
fans at either end of each stadium with
a buffer zone of locals between them.
The prime concern of any tout, how-
ever, is his wallet; he will sell tickets
to anyone, regardless of nationality.

Away from the stadiums, disap-
pointed fans unable to gain admission
will be milling about outside. They will
almost certainly be bored, probably
drinking heavily and a minority will
be looking for trouble. 

There is a chance that Germany will
face the Netherlands and Croatia will
play Yugoslavia. These are obvious
flashpoints, but a combination of sun
and wine could cause problems among
normally well-behaved fans.

To tackle the risk of violence, the
French will deploy 6,000 police and
they are also introducing tough law-
and-order measures. Special 24-hour
courts will be set up near each stadium
during the tournament to deal with
hooligans on the spot. Selling tickets
at more than face value is illegal in
France and the authorities have threat-
ened to crack down on touts.

Anyone convicted in the early stages
of the World Cup will be deported and
refused re-entry to France until the
competition finishes. There are also
plans for anyone prosecuted in France
to be dealt with by their own author-
ities when they return home.

Sadly, by preventing the majority of
fans from getting their hands on tick-
ets by legitimate means, the French
are ensuring that such punishments
will have to be handed out.

GEORGE ROWLANDS

T
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UTSIDE the Dynamo
Kiev stadium is a statue
revealing why the club
enjoys such unsur-
passed affection in

Ukraine that it has become Europe’s
best-supported team.

During the Nazi occupation, what
was left of the pre-war Dynamo side
took on a German team which was
hugely confident of success. As a
precaution, the Ukrainians were told
to throw the match. They ignored
the orders, beat the Germans, and
were executed. 

The legend of this “Match of
Death”, combined with the winning
of more Soviet titles than any Russ-
ian club, ensures Dynamo will have
the support of the whole Ukrainian
nation for its Champions’ Cup
quarterfinal against Juventus. The
first leg is in Turin on 4 March.

Dynamo’s attendances in this sea-
son’s Champions League averaged
90,000, dwarfing the next best fig-
ure, Real Madrid’s 56,000. A full

Dominic O’Reilly
 house of 100,000 is guaranteed for
the second leg of the Juventus tie.

Three years ago Dynamo could
only dream of playing such a match,
having been thrown out of the
Champions League for attempted
bribery of a referee. The mood of
the Ukrainian people is hugely influ-
enced by Dynamo’s fortunes, and
the bribery scandal was a national
humiliation. The affair typified the
corruption endemic in this former
Soviet republic. Such was the shock
that the country’s president pleaded
in person for Dynamo’s readmission
to European competition. 

Now it is once again one of the
most respected teams in Europe,
with the world’s biggest clubs offer-
ing tens of millions of dollars for its
outstanding young players. Defeat-
ing Barcelona 3-0 and 4-0 this sea-
son proved the club is back to its
peak of the mid-1980s when it won
three European trophies and pro-
vided nine members of the Soviet
Union team for one World Cup.

Dynamo was led to these suc-
cesses by Valery Lobanovsky, who
returned from a period in the Mid-
dle East to revive his beloved club
after the bribery scandal.
Lobanovsky’s scientific approach to
coaching relies on the repetition of
training drills which gives the play-
ers an almost telepathic awareness
of where their team mates are.

He is one reason why, unusually
for east European clubs, Dynamo
has hung on to its best players.
Striker Andriy Shevchenko, who
scored a hat-trick in Barcelona,
turned down $22 million transfer
offers from AC Milan and Man-
chester United “to continue learn-
ing under Mr Lobanovsky”.

Such is the prestige of Dynamo
that the country’s politicians, includ-
ing the president and prime minis-
ter, flock to be seen at the ground
on matchdays. So many of the
leading figures are present it is said
that most of the country’s business
is decided during the half-time
interval.

The club is run and financed by
Hryhory Surkis, who has pumped
more than $70m into Dynamo since
taking it over five years ago. With a
commercial empire that includes a
television station and a law firm,
Surkis typifies the new breed of
entrepreneur who sprang up from
the disintegration of the Soviet
Union.

His involvement with Dynamo
has been criticised by some fans,
who are sceptical of his seemingly
altruistic behaviour; they believe
Surkis enjoys numerous govern-
ment perks in return.

There are also those who claim
that, like vodka, Dynamo’s success
distracts Ukrainians from the impor-
tance of implementing economic
reform. 

Theirs are isolated voices, how-
ever. Nothing will ever persuade the
average Ukrainian that Dynamo is
anything other than wonderful. It
is why even the mighty Juventus,
European and world champion two
years ago, will be wary of taking on
the dark horses from the east. 
In charge: Kiev (right) proved this
season the club is back to its best
ITALIAN champion Juventus
may take a 10 per cent stake
in English Premiership side
Crystal Palace. Computer
millionaire Mark Goldberg
announced after his $50 mil-
lion takeover of the London
side that the Italian side would
take a financial stake in the
club. 

This was denied by Roberto
Bettega, Juventus vice-
president, who said that the

Crystal Juve

I N  B R I E F
two clubs had a deal for tech-
nical collaboration but no com-
mercial or financial accord.

Despite Bettega’s denials,
there remains the possibility
of Juventus receiving a share
of the club as part payment
for two players bought by
Palace this season. The bal-
ance of the transfer fees is due
to be paid by the beginning of
May. If any deal is signed, it
would be the first investment
in English football by an over-
seas club. Juventus had talks
with Second Division side
Oxford United last year over
an involvement to allow the
Italians access to emerging
talent and provide them with
an outlet for their own young
players to gain experience.

THE managing director of one
of Italy’s leading teams has
been charged with tax evasion
involving the club. Gino Pozzo,
head of high-flying Udinese, is

Taxing game
accused of facilitating tax eva-
sion totalling $33.7m through
the Barcelona branch of his
family’s wood products indus-
trial group. Pozzo’s office in
Barcelona was searched as
part of a two-year investiga-
tion into the club.

The Pozzo family, which has
owned the club from Udine
near the Slovenian border
since 1986, described the
charges as “mad” and said
that Udinese was suffering
special attention from the
authorities. They announced
they had no option but to sell
Udinese, currently in con-
tention for the Italian league
title, at the end of the season.

In 1992 Udinese paid an
undisclosed sum to settle tax
irregularities involving pay-
ments made to several South
American players. The club is
also involved in another inquiry
into alleged tax evasion by a
former player unconnected
with the main investigation.

DOMINIC O’REILLY
N the biggest public gath-
ering since 1989’s Velvet
Revolution, 200,000
Czechs brought Prague to
a standstill to welcome

the country’s ice hockey team
back from Olympic success in
Japan, where they beat Rus-
sia in the final.

Fans lined the route from
the airport to Prague city cen-
tre and waited up to nine
hours for the team. A further
140,000 packed into Old
Town Square, site of the offi-
cial celebrations, with thou-
sands more in Wenceslas
Square waving flags and
chanting At ziji zlati hosi
(Long live the golden boys).

Ice hockey is a national pas-
sion in the Czech Republic.
The triumph in the Olympic
tournament, which for the
first time featured the game’s
biggest stars from the North
American National Hockey
League, brought the country
to a halt for two days.

The Czechs have suffered a
year marred by political tur-
moil, economic woes and
floods. The victory gave them
an excuse to party. Celebra-
tions started on 23 February
when 70,000 fans watched
the final, which started at
5:45am, on large screens in
Old Town Square.

Victory was especially
sweet because it was at the
expense of the Russians. It
came 50 years to the week
since Soviet leaders orches-
trated a communist coup in
Czechoslovakia. Two decades
later Soviet tanks rumbled
through the streets of Prague
to crush Alexander Dubcek’s
reformist government.

The significance of their
Olympic success was not lost
on the players, who cancelled
their plans to go straight back
to North America, where they
play professionally, from
Japan. After the team bus had
taken an hour-and-a-half to
cover the 10 kilometres from
the airport to President Vaclav
Havel’s villa, star forward
Jaromir Jagr, who wears the
number 68 on his shirt to
commemorate the Soviet
invasion, said the experience
was worth more than his $48
million contract with the Pitts-
burgh Penguins. 

Petr Svoboda, who scored
the winner in the final,
defected to the United States
in 1984. He hoped that his
gold medal-winning goal
would finally bring about a
change of conversation at his
parents’ home. 

“They are always talking

Frantisek Bouc
PRAGUE
about victories over the Soviet
Union,” he said. “Now they
can talk about me for once.”

It was the country’s first
Olympic hockey gold,
although Czechoslovakia won
four silvers. On three occa-
sions the medal was devalued
because the gold went to the
Soviet Union.

Even when they
did beat the Soviets,
it was impossible for
players or fans to cel-
ebrate properly.

In the World Cham-
pionships in Stockholm
in 1969, just half a year after
the military invasion, the
Czechoslovaks twice beat
the Soviets. The second
win was followed by mass
celebrations in the streets
of Prague. These ended
after a disturbance initiated
by agents provocateurs
among the secret police who
smashed windows at the
Aeroflot airline offices. It gave
the regime an excuse to crack
down and end the partying,
ridiculing the claim that the
Soviet tanks had been wel-
comed into Prague to restore
order.

In 1985 the Czechoslovak
ice hockey side beat the USSR
to win the World Champi-
onships. The scoreline from
the match with the Soviets,
“2-1”, was painted all over
Prague in a gesture of passive
resistance; it can still be seen
today.

Even though games against
the Russians should have lost
their political relevance with
the fall of communism in
1989, the truth is that any
major win will always be cel-
ebrated by the whole nation,
even those who know noth-
ing about sport. This was the
case with many of those who
were out in the streets this
time. Josef Krsek, a pensioner,
admitted that he could name
only two of the victorious
squad. However, he waited
for two hours with the
national flag in his hand to
greet the country’s newest
heroes. 

“They beat the Russians;
they deserve it,” he said. 

The Czechs’ head coach,
Ivan Hlinka, cried after the
1976  Olympic final when the
Czechoslovak team, of which
he was a member, lost to the
Soviet Union. When he
stepped on the stage at the
Old Town Square in front of
the huge crowd, Hlinka was
crying once again, but for a
different reason.

“It was like a dream that,
this time, it was the Russians
who had to shake hands and
congratulate us,” he said. 
Anything goes: 
a young Czech
ignores a policeman’s
instructions to
dismount as he
celebrates his
country’s Olympic
triumph
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S P O R T

Europe swallows
Ecclestone’s bluff  

M O T O R  R A C I N G

Prost has no excuses this time
PAUL HACKETT

ACTION PLUS
Jonathan Noble

EARS that anti-tobacco
legislation would cause the
sport to withdraw to the
Far East, ending Europe’s
traditional dominance,

have proved ill-founded. The climb-
down by four European governments
on a series of disputes in the face of
tough talk by motor racing’s supremo,
Bernie Ecclestone, means that F1 will
run on its traditional tracks again this
year when the new season begins on
8 March.

Apart from the general threat to the
sport, some individual grands prix
have faced their own problems. The
French Grand Prix was threatened by
laws which give every television sta-
tion the right to cover any major sport-
ing event, jeopardising Formula One’s
exclusive deal with Canal Plus. The
country’s government changed the
legislation in an effort to have the
event restored on the sport’s calendar. 

The Hungarian government, faced
with another withdrawal threat, raised
its financial support for its country’s
grand prix, giving $2.5 million to the
event to improve facilities and for pro-
motional work which kept the race on
the calendar. Belgium’s parliament
altered its anti-tobacco legislation to
ensure the Spa-Francorchamps circuit
remained on the Formula One list. 

In Britain, motor racing was excl-
uded from anti-tobacco legislation to
secure the long-term future of the
country’s grand prix. That tarnished
the squeaky clean image of Tony
Blair’s new government when it was
revealed that New Labour had
received a £1 million ($1.64m) dona-
tion from Ecclestone.

For Ecclestone, such concessions
from governments were just the
response he was seeking last year
when he threatened to take the sport
away from Europe. Nobody had the
guts to call his bluff.

“If we are forced to move races to
new markets in the Far East because

F
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‘Garden lea
of legislation on tobacco advertising,
then we will have to cut certain Euro-
pean events,” Ecclestone had warned.
“I cannot believe that when people
look at this proposed legislation they
will do anything to endanger what
has become such a successful busi-
ness. It just seems silly to me to think
of harming something which has been
doing so well here.” 

Lord Hesketh, president of the
British Racing Drivers’ Club, which
runs Silverstone circuit, warned that
nobody within the sport in Europe
should become complacent. He
believes Ecclestone’s threats have only
receded, not disappeared. 

Hesketh has expended much effort
on making sure Silverstone could exist
as a viable business if it were to lose
the British Grand Prix.

“If Formula One did move away,
teams would find that it is cheaper to
service their cars in Asia rather than
flying back to Europe every two
weeks,” he said. “They would set up
bases there, where they would prob-
ably receive support and money from
Asian governments. Eventually the
whole sport would move there.”

He added: “No one should under-
estimate the risk of us losing the British
Grand Prix. It is only because of the
current financial crisis going on in
southeast Asia that Korea, Malaysia
or Indonesia have not been added to
the calendar.” 

But gloom-merchants may be
underestimating the overall strength
of Europe’s position. Ecclestone may
have faced down several European
governments but, even if he had not
got his way, he would probably have
been forced to remain in Europe
regardless. 

No other venues are realistic alter-
natives. Ecclestone has long conceded
that North America, despite its Indy-
car racing, does not have a suitable
venue for Formula One. The problem
with taking grand prix racing to Asia
is not only the current economic cri-
sis among the tiger economies but also
98

ve’ helps designer pr
the continent’s tobacco advertising
laws. These are just as stringent as
any in Europe. 

Thailand and Singapore have total
bans on tobacco advertising, while
countries such as Indonesia, Malaysia
and China have complicated partial
bans that should exclude international
sporting events such as Formula One.

“It would be a problem,” admitted
Hanifah Yoong Abdullah, a director
of the Shah Alam circuit in Malaysia.
“In Thailand the situation is now so
bad that if a television station wants
oduce the c
to broadcast a race from Australia,
where tobacco advertising is allowed
on cars, they have to blur out every
manufacturer’s name and logo.” 

These hurdles discredit the argu-
ment and all the headlines that For-
mula One could casually have
relocated itself on the other side of the
world in time for the new season. But
if Asian governments change their
own rules to lure Formula One east-
wards, Ecclestone’s next series of
threats may prove to be far more 
substantive.
Four-nil: Ecclestone has
forced a quartet of Europe’s
governments to change 
their laws in order to keep
their grands prix. But the 
Formula One supremo’s
position may not be as
comfortable as it seems
ar to beat
‘I didn’t have
much fun
last year. 
I might start
to enjoy it
more now’
ILLIAMS, the reigning world
champion team, has shot itself
in the foot by holding a defect-
ing design chief to his contract.
When Adrian Newey,

Williams’ design chief, walked out in January
last year to join arch-rivals McLaren, team boss
Frank Williams insisted Newey take the eight
remaining months of his contract as “garden-
ing leave”, instead of allowing him to join his
new team at once. 

The ploy, to prevent him from working for
McLaren for as long as possible and hold up
development of its 1998 season car, backfired.
By enabling him to relax and make a clean

W

break from his old team, the break has re-
invigorated Newey, who eventually joined
McLaren last August. 

Judging by the team’s pre-season form, the
enforced rest has done him a great deal of
good. The McLaren MP4-13, the first car he
has designed for the English-based team, dom-
inated the winter testing times and heads into
the championship-opening race at Melbourne
on 8 March tipped as the one to beat.

Newey’s late arrival meant the car was put
together in just five months, less than half the
usual time. The team was able to carry out
some preliminary work but the overall design
of the car is very much Newey’s.
“We had very little collective time,” said the
39-year-old Englishman. “What happened was
that I had my ideas, McLaren explored their
own and we pooled them once we could work
together. It was not an ideal situation but I
enjoyed my time off. I did a bit of skiing, played
some tennis and spent a lot of time with my
family – I would recommend it to anyone. It
all worked to my advantage, because in this
job there is always the danger of becoming
burned out.”

It was the first decent break that Newey has
had in his decade in Formula One. After mak-
ing his name at the underfunded Leyton House
team between 1987 and 1990, taking them
to the verge of their first grand prix win, Newey
spent seven years at Williams. He worked his
way up through the ranks, but his progress
was halted by Williams’ technical director,
Patrick Head, who insisted on taking overall
credit for the team’s successes. Deciding that
he was never likely to get the top job, Newey
made the switch to McLaren. 

The team was all-conquering during the
1980s but has not won the championship since
1991. Progress was made last year with a string
of race wins, but if Newey as technical direc-
tor can restore McLaren’s pre-eminence then
he will have accomplished a remarkable feat. 

JONATHAN NOBLE
D R I V E R S

WILLIAMS
JACQUES VILLENEUVE (Canada)
Races: 33  Wins: 11
HEINZ-HARALD FRENTZEN
(Germany) Races: 65  Wins: 1 

FERRARI
MICHAEL SCHUMACHER
(Germany) Races: 102  Wins: 27 
EDDIE IRVINE (Britain) 
Races: 65  Best finish: 2nd

BENETTON
GIANCARLO FISICHELLA (Italy)
Races: 25  Best finish: 2nd 
ALEXANDER WURZ (Austria)
Races: 3  Best finish: 3rd 

McLAREN
DAVID COULTHARD (Britain) 
Races: 58  Wins: 3
MIKA HAKKINEN (Finland) 
Races: 96  Wins: 1 

JORDAN 
DAMON HILL (Britain) 
Races: 84  Wins: 21
RALF SCHUMACHER 
(Germany)
Races: 17  Best finish: 3rd 

PROST 
OLIVIER PANIS (France) 
Races: 59  Wins: 1 
JARNO TRULLI (Italy) 
Races: 14  Best finish: 4th

SAUBER
JEAN ALESI (France) 
Races: 135  Wins: 1 
JOHNNY HERBERT (Britain) 
Races: 113  Wins: 2 

ARROWS 
PEDRO DINIZ (Brazil) 
Races: 50  Best finish: 5th 
MIKA SALO (Finland) 
Races: 52  Best finish: 5th

STEWART
RUBENS BARRICHELLO (Brazil)
Races: 81  Best finish: 2nd 
JAN MAGNUSSEN (Denmark) 
Races: 18  Best finish: 7th 

TYRRELL
RICARDO ROSSET (Brazil) 
Races: 16  Best finish: 7th 
TORONOSUKE TAKAGI (Japan)
Races: 0

MINARDI 
SHINJI NAKANO (Japan) 
Races: 17  Best finish: 6th 
ESTEBAN TUERO (Argentina) 
Races: 0 

C A L E N D A R
8 March AUSTRALIA 
26 March BRAZIL
12 April ARGENTINA
26 April SAN MARINO 
10 May SPAIN
24 May MONACO 
7 June CANADA 
12 July BRITAIN
26 July AUSTRIA 
2 August GERMANY 
16 August HUNGARY 
30 August BELGIUM 
13 September ITALY 
27 September LUXEMBOURG 
1 November JAPAN
AVING taken over the
Ligier team on the eve of
the Australian Grand Prix
this time last year, Alain
Prost found that the 1997

season was a case of making do.
By now he has had time to assem-

ble his own workforce, organise the
design and construction of his own
car and plan his team’s move to their
new purpose-built facility. With all of
that accomplished, he will no longer
be able to dismiss poor results with a
Gallic shrug if the team remain unable
to win a race.

Prost must decide how far the team
should play on their French identity.
With Peugeot engines, a new team
base nearing completion in Versailles,
a French designer and the leading
French driver, Olivier Panis, it is hard
to believe Prost does not want his chal-
lenge to be an all-Gallic effort, so he
plays down such suggestions.

“It is much more of an international
team,” he said. “The first time we win
it  will be good for France, but that is
it. We want to win for us.”

After two podium finishes last year,
the team is now far closer to that  first
victory. Prost has worked fast in the
past 12 months to expand the opera-
tion, but knows there is still some way
to go.

“I have driven for Williams, Ferrari

H

and McLaren and I know how they
are organised, their resources and their
people,” he said. “We had 68 staff
when I took over the team; now we
have 150. We are moving to our new
factory soon and we have a new gear-
box and a new engine, but there is still
much for us to do.” 

Now that the set-up is closer to his
ideal, Prost wants to enjoy himself.
When, backed by Peugeot, he stepped
into the breach last season to take over
the struggling Ligier team, there was
no time to plan or think.

“I did not have much fun last year;
it was too difficult,” said Prost, 43. “I
had a lot of satisfaction when the
drivers had good results, like in Spain,
but I think I might start to enjoy it far
more from now. There is a different
ambience. I can work more quietly
and in a more organised way.” 

It is only now, after a season work-
ing on the opposite side of the pitwall
to the track where he earned his money
and reputation, that Prost appreciates
the stresses of being a team owner. 

“It is difficult to make one decision
without interfering with other things.
I realised that sometimes when you’re
a little bit outside, a decision doesn’t
look right. But the observer doesn’t
know all the background. It is a very
difficult business.” 

It is not something that Prost always
2

appreciated. During his days as a
driver, he was notorious for his skill
at playing people off against one
another. He is now finding how much
harder it is to keep everyone
motivated. 

One advantage that he can carry
through from his previous career is
the knowledge of how to win world
championships. He won three drivers’
titles with McLaren, another with
Williams and had some near-misses
with Ferrari. 

He has spent much time this winter
training with his drivers, Panis and
Jarno Trulli, passing on the benefit of
his experience. He may yet get behind
the wheel of one of his own cars to
show them how it is down.

“When everything is OK, it is not
out of the question that I might go for
one or two drives: not for a complete
test but just to get an understanding
of the difference between these cars
and the way it was,” he said. “The
need is still there for me to understand
the tyres, the properties of the engine
and which strategy we need.”

He added: “I am working in the
same way as I did when I drove with
a lot of concentration on detail. I like
to encourage everyone to finish work
each day thinking of how they can
improve for the following day.” 

JONATHAN NOBLE
In charge: Prost was 
a hands-on boss during
the first year of running
his all-French team
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THE GHOST BANK WITH NO STAFF

F I N A N C E

5

European countries fudge the Maastricht criteria. Surprised? PAGE 54

Board games: the lights
are on but no one is home
at the European Central
Bank’s lavish offices

P O L I T I C S

Strasbourg joins
euro bandwagon

Countdown to monetary union closing, but  no decisionsC E N T R A L  B A N K E R S ■

CLAUDIO HILS
N 1 July the European
Cental Bank (ECB),
Europe’s most powerful
financial institution, will
be born. It looks like

being a premature birth. A visit to its
Frankfurt offices – formerly the head-
quarters of BfG, a German bank – is a
painful operation. Taxi drivers have
not heard of it. There is no name on
the door. Once inside the grey build-
ing, the atmosphere is tense. At the
reception desk, hands are working
busily under a computer desk. Past
the security guards and a sturdy
revolving door, a lighting fixture hangs
from wires over an empty ladder.

Eric Culp and Rupert Wright
FRANKFURT & LONDON

O
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Upstairs, workers are being shifted
from office to office. It is an unsettling
environment.

The ECB is still without a president,
an executive board and most of its staff
– just 16 weeks before they are sup-
posed to begin work on economic and
monetary union. Although staff have
been working at the European Mon-
etary Institute (EMI) for more than
four years, when the name is changed
to the European Central Bank many
of its top employees will disappear.
The unseemly spat between the
French and the Germans over who
will be president may look like a play-
ground power struggle. But the delays
could threaten the foundation of EMU.
At the very least it is dragging down
morale at the new headquarters. A
98
leaked memorandum listing employee
complaints has dragged the organi-
sation into the spotlight. Employees
are unhappy with issues ranging from
pensions and schooling for their chil-
dren to the city of Frankfurt itself. 

The timing could not have been
worse: the institute is gearing up to
recruit 150 more staff to get the ECB
up to its full strength of 500 by the
end of the year. But more than 20 per
cent of the existing 350 workers will
pack up before January next year. By
the time the bank is up to its peak
staffing levels, close to half of the
hands on the reins of the new Euro-
pean currency will be new. 

The main complaint from the bank-
ing bureaucrats is job security: most
contracts run out at the end of 1998,
but they are with the EMI, which
ceases to exist from 1 July. This may
seem feeble when compared with the
job insecurity facing many of Europe’s
commercial bankers. But the uncer-
tainty at the ECB goes right to the top:
Wim Duisenberg, president of the
EMI, is not even sure of his future; nor
is his executive board; nor are the
ladies who bring round kaffee und
kuchen. 

Europe’s finance ministers will
thrash out a list of board members by
3 May at an Ecofin meeting. These
names will need to be endorsed by
heads of state and government, then
put forward to the European Parlia-
ment (see panel). 

Management is trying to hammer
out contracts for ECB staff, who will
be charged with signing up workers,
although they are not sure if they will
be there themselves. The staff’s latest
complaint is pensions. They claim that
they are paid less than European
Union civil servants and receive no
housing allowance or low-interest
mortgages. Their salaries are sweet-
ened with a 16 per cent expatriate
allowance, which is supposed to cover
housing costs. 

The institute refused to give out
salary information, or even the aver-
age figure of what an economist
makes. But it is known to be consid-
erably more than the equivalent at the
Bundesbank, where a monthly salary
of DM9,000 ($4,950) plus generous
pension allowances is common. The
difference is that the workers at the
EMI will have to work past five o’clock,
sometimes apparently staying as late
as seven. 

It does not help that the bank is
situated in Frankfurt. All the fuss over
where the bank was going to be
located ignored the fact that few
people want to live in one of
Germany’s dullest cities. With fewer
than 700,000 residents, Frankfurt
pales in comparison with major Euro-
pean capitals such as Paris, London,
Rome or Madrid. 

A spokesman for the organisation,
who refuses to be named even though
he is head of public information,
denies there is a crisis. “Nobody here
knows if they will be employed in the
future. There isn’t a salary structure.
I can’t tell you what the salaries will
be. It is a private matter,” he said.

This is silly. In fact, the spokesman’s
name is Dirk Freytag; he will doubt-
less be furious that we have revealed
this startling fact but then the bank’s
PR operation can only be described
as weird. Frankfurt journalists report
that dealing with the bank is an almost
surreal experience. 

There are reports that Herr Freytag
has adopted uncompromising atti-
tudes towards journalists who put to
him stories that he finds objection-
able. More than one say they fear
being cut off from all information if
they defy the head of public relations.
The fear is ludicrous as Freytag refuses
to release any meaningful informa-
tion anyway. 

This is a long way from the happy
picture that was painted in the Jan-
uary edition of Euromoney, a specialist
financial publication: “The working
atmosphere at the EMI has been
superb throughout ... the EMI’s
relatively small community of less
than 350 has drawn itself together by
establishing its own sports clubs,
including sailing, golf and skiing. EMI
staffers organise weekend trips away,
run their own band and write about
these activities in their own full-colour
magazine. Even the Christmas party
on December 15 was entertained by
the in-house choir.” 

The sycophantic drivel continues:
“Central bankers say the EMI has
enjoyed a smoother working atmos-
phere than other multinational insti-
tutions like the European Commission
because the mood is intellectual, not
political. Esprit de corps may exist but
that doesn’t preclude rivalry.” 

No doubt Freytag approves of this
fawning. But the reality is that the
bank is a shambles and ill-prepared
for running Europe’s monetary pol-
icy. Those happy days of debate and
singing are over. The onus is on the
EMI management to deal with the
complaints; a Commission spokes-
women in Brussels said the ECB char-
ter has given the bank a large amount
of independence and responsibility
for its own personnel. 

Some 70 per cent of employees
come from national central banks,
with the rest filled through recruiting.
Ahead of the ECB’s operations, the
EMI is seeking economists, statisti-
cians, management, settlement staff
and technology experts. It is proving
hard to recruit them. One source says
the EMI has decided not to talk about
the difficulty because it does not “want
to scare people away”. 

Negotiations have proven difficult:
in December, four of the five members
of the staff committee resigned after
a row with management. EMI work-
ers aren’t getting much sympathy from
their colleagues at most private Frank-
furt banks. An economist at one of the
country’s largest financial houses said:
“If workers here want to live in clover
like people in Brussels, then they
should get a job there.” Noting that
EMI slots are as mutable as any other
banking job, the economist added:
“Insecurity is part of everyday life.”

Empty chairs need to be filled from
top to bottom fast. National govern-
ments are still wrangling over who
will be the ECB president, with the
French preferring their fellow coun-
tryman, Jean-Claude Trichet, over the
EMI President, Wim Duisenberg of 
the Netherlands, a Dutch-German
favourite. 

The Bundesbank president, Hans
Tietmeyer, seems like a logical choice,
but the mere mention of his name
hurts French ears and he’s a Duisen-
berg supporter. Despite the political
acrimony between the French and the
Dutch-German front, the Dutchman
is a nose ahead at the moment. A com-
promise that favours anyone other
than the institute head may mean a
loss of face for the German Chancel-
lor, Helmut Kohl. “We need to have
decisions now,” said one analyst. 

Once the president and executive
board are in place, reshuffling of high-
level staff and the structure of the
institute could soon follow. A new
president might choose to clear the
decks and bring in some of his or her
own people. The upper echelons of
the institute are mainly Dutch and
German: besides Duisenberg, other
Dutch managers include Gert Jan
Hogeweg, head of the monetary, eco-
nomics and statistics department and
Lex Hoogduin, adviser to the presi-
dent. Both of these came from the
Dutch central bank. 

On the German side, Peter-Wilhelm
Schlüter leads the administration
department, while Hanspeter Scheller
is secretary-general. They all came
from the Bundesbank, though Scheller
spent some time at the Bank of Inter-
national Settlements. It would be a
surprise if Trichet wanted to work with
any of these men.

The delays would be humorous if
they weren’t so serious. French block-
ing tactics over the presidency (Trichet
was a late entrant, thrown into the
stakes by President Chirac) have left
an impasse at the top which has
worked its way down and left a num-
ber of key issues unresolved: it has still
not been determined, for example,
whether the ECB will use the French
or German method of tracking mon-
etary targets by using broad money
supply as well as other indicators as
a guide to monetary policy decisions,
rather than just setting inflations tar-
gets like the Bank of England; how
the bank’s foreign exchange trading
desk will work or whether the job will
be delegated to national central banks. 

Although the size of the ECB’s
reserves has been set at Ecu50 billion
($55bn) it has not been decided how
much of this will be held in gold. This
decision will be left to the executive
board. 

“A lot has to happen in six months,”
said Armin Unterberg, a Euro-strate-
gist at Dresdner Bank. “The workers
and management are bound to be
sweating.”
WHILE the ECB wrangles over its
staff and its president, the latest
focus of debate is how to increase
its political accountability. Like
everything else about the institu-
tion, action to soothe long-held con-
cerns is only taking place at the
last moment.

The European Parliament has
nominated itself to bring the
bankers to heel. Parliament is push-
ing to have its supervisory role
beefed up with a formal veto over
the appointment of the president
and the executive committee and
a call for inflation and other mon-
etary targets to be made public.

Parliament’s belated appearance
follows increasing calls to balance
the powers of the central bank. Even
the former Commission president,
Jacques Delors, the architect of
monetary integration in Europe,
wants its powers held more in
check. A stronger role for Parlia-
ment is seen as more palatable than
the French calls for an as-yet unde-
fined “economic government” to
match the overarching powers of
the new bank, assuming it arrives
on schedule on 1 July. However,
Strasbourg’s advance is threatened
before it begins by its low public
profile and fears in the financial
community that it will seek to over-
politicise the fledgling institution.

The focus of Parliament’s move
is Christa Randzio-Plath, a German
Social Democrat MEP who chairs
its monetary affairs sub-commit-
tee. Her report on democratising
the ECB is due to go before a
plenary session of Parliament on
2 April and has every chance of
being adopted by MEPs. To date,
their views have been all but
ignored, but the Maastricht Treaty
does confer powers to Parliament
which will add momentum to
Randzio-Plath’s campaign. 

The treaty requires the Council
of Ministers to consult Parliament
before appointing senior ECB offi-
cials, including the president and
the supervisory board. The mone-
tary affairs sub-committee is
scheduled to conduct formal hear-
ings with the ECB presidential can-
didates when ministers announce
the names at the start of May.

However, the Council of Minis-
ters can still overrule Parliament
under the current framework. Par-
liament is pushing for the treaty to
be amended to introduce Ameri-
can-style confirmation hearings
for the ECB. “We would not be
choosing candidates, just saying
yes or no,” says Randzio-Plath. “If
we fail to confirm then no would
mean no. At present we have to beg
the presidency [to make ourselves
heard].” She says the most impor-
tant step towards improving
accountability would be to step up
the bank’s reporting mechanisms.
“We have to know the targets, the
2–8 M
concepts and the monetary instru-
ments,” she says. “We need to know
every year, why they failed and why
they succeeded.” This echoes calls
for the bank to publish targets for
inflation and money supply and hold
regular meetings with Parliament
to reduce the speculative impact
of leaked minutes.

The monetary sub-committee
has already met with the two lead-
ing candidates, Wim Duisenberg
and Jean-Claude Trichet. Both will
be relieved to hear that Strasbourg
has deemed them fit to govern, pro-
viding member states can reach
the same conclusion about one of
them on 1 May. 

Parliament’s desire to raise its
profile has not won universal plau-
dits and there are serious doubts
that an enhanced role would raise
the credibility of the bank itself. The
identity of the president remains
the primary concern of the finan-
cial markets, which retain serious
doubts over the desirability of going
too far along the democratic road.
“There is a fine line between the
democratic process of a central
bank and political interference with
its role,” said Rita Schumacher,
EMU strategist at Nikko Europe. 

“If you see political interference
in the [president’s] appointment
that would be a big concern,” she
said. “One or two meetings a year
between the president and Parlia-
ment would not be a problem. But
if there was any risk that bank gov-
ernors were under political influ-
ence it would be bad news for the
ECB.” She has a point, but even the
gnomic Alan Greenspan, chairman
of the US Federal Reserve, man-
ages to report each year to Con-
gress without compromising his
independence.

To dampen these concerns
Randzio-Plath has already dumped
plans for broader parliamentary
powers which included identifying
the preferences of executive board
members in bank votes. Parliament
has been sharply critical of com-
promise plans to split the initial
presidency, with Duisenberg and
Trichet serving four-year terms.
“It’s not we who are attacking the
independence of the central bank.
It’s the governments themselves
by seeking a package deal. The first
president has to serve the full
term.”

The split-term proposal put for-
ward to allow Duisenberg and
Trichet to serve violates the Maas-
tricht Treaty. However, as uncer-
tainty reigns over the choice of the
ECB supremo, it is a sign of the
weakness of Parliament that the
Council of Ministers is more likely
to sanction dual presidents than
give up power to Parliament. More
accountability remains far from
certain. 

DOUG CAMERON
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Gayssot leaves Air
France stranded

Commercial
airlines do
not want a
partnership
with the
French
government

Spanish families feud over banking prize
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IR FRANCE risks becom-
ing the wallflower of the
European airline indus-
try. While its competitors
have paired up with US

and Asian carriers, the French flag car-
rier has been rejected by potential
partners. The latest, Alitalia, chose to
link up with KLM despite political pres-
sure to choose Air France. “It has not
been made explicit, but it’s clear that
Alitalia preferred a private partner,”
says one analyst. “Unless the French
government concedes control of Air
France, it is going to stay on the shelf.” 

The French government has no
intention of relinquishing control.
When France’s communist transport
minister, Jean-Claude Gayssot, grudg-
ingly announced the sale of Air France
last week, he confirmed that just 20
per cent of the company would be
offered to private investors. Up to 15
per cent of that stake (three per cent
of the total) will be offered to employ-
ees on a preferential basis and a fur-
ther 12 per cent to pilots and senior
managers prepared to take shares as
part of their salaries.

This is not what the market wanted
to hear, but they were warned:
Gayssot hinted at his intentions last
year, prompting the resignation of
Christian Blanc, the chairman who
had turned Air France’s finances
around. Selling a minority stake ham-
strings Air France’s long-term devel-
opment: no commercial airline wants
to enter into a close partnership with
the French government.

The structure of the privatisation
will limit the rush for shares in Air
France – this is no France Telecom in
which two million French people
applied for the retail offering – but Air
France shares could be a good

Paula Hawkins

A
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Swedish fir
investment for the short term. They
should be cheap for a start. Although
the advisers on the deal – Société
Générale and Lazard Frères for Air
France, Morgan Stanley Dean Witter
and Banque Indosuez for the govern-
ment – will not comment, analysts say
they will have to discount the shares
relative to those of its European peers.

“Selling a minority stake is politi-
cally convenient but it does mean the
government will get less money for
it,” says Keith McMullen, managing
director at Aviation Economics, an air-
line consultancy. Air France will be
valued at around Ffr20 billion
($3.3bn), equivalent to 45 to 50 per
cent of sales. Lufthansa and British
Airways have a market capitalisation
of 60 per cent of sales. 

The government stands to make
about Ffr4bn from the sale – and will
keep it all – while Air France needs
Ffr40bn over the next five years to
upgrade its fleet. Banks will lend to
the airline at lower interest rates
because they see it as a low quasi-
government risk. The downside is that
it will have only limited access to cap-
ital markets funding because of state
aid rules, although France has always
been good at circumventing Brussels’
restrictions. It also prevents the com-
pany raising money from the equity
markets because the government
refuses to dilute its holding.

Air France is at last in reasonable
shape for a state-owned airline, but
this is due mainly to a hefty state sub-
sidy of Ffr20bn in 1994. Under Blanc,
Air France went from losing $1.3bn
in 1993 to making a modest $65 mil-
lion profit last year – its first profit in
eight years. Its debt has been slashed
by a third and passenger numbers
have increased 17 per cent. 

Blanc confronted Air France’s noto-
riously fractious employees, cutting
8

ms opt to j
numbers by 10 per cent to a still
bloated 36,170. Blanc’s successor at
Air France is Jean-Cyril Spinetta, who
was a former aide to a number of
socialist politicians, including former
president François Mitterrand, before
heading Air Inter, the domestic car-
rier now merged into Air France. In
contrast to Blanc, Spinetta looks dis-
appointingly like a socialist yes-man. 

While the French government has
appeased its communist partners by
keeping Air France in state hands, the
move leaves it without potential
partners. Four other European airlines
–  Iberia, Alitalia, TAP Air Portugal and
Lot Polish Airlines – are due to be sold
off over the next 12 months. In each
case the government plans to sell off
a majority stake (though sometimes
in two stages).

Air France has agreements with
Continental Airlines and Delta but has
been unable fully to exploit these links
because there is no open skies agree-
ment between France and America.
The last treaty was abandoned in 1992
in a bid by the French government to
oin euro zone with n
protect Air France from competition.
Its partnership with Continental is on
the ropes. 

Continental is under pressure from
Northwest, another US carrier, to
abandon its Air France links. North-
west, which owns 14 per cent of Con-
tinental, is part of an alliance with
KLM and Alitalia and has urged Con-
tinental’s management to “refocus
attention” on that group.

With Spinetta at the helm and
under firm government control, Air
France’s fragile financial recovery may
not endure. Unions could regain the
upper hand. Just three days after
Gayssot’s announcement of the
privatisation plans, the CFDT union
countered with an announcement that
Air France cabin crew intended to
strike in support of improved working
conditions. 

With few potential partners around,
Spinetta must persuade the govern-
ment to give another airline a seat on
the Air France board. Until France lets
go of its flagship carrier it will travel
alone in the airline industry.

SYGMA
Alone in a crowd: 
Jean-Cyril Spinetta 
must get the government
off his back if Air France
is to attract partners 
The two
Emilios
rarely
meet 
and enjoy
rather cold
relations
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TOCKHOLM’s Stock Exchange is
preparing to launch a new bench-
mark market index of the country’s
largest firms denominated in euros
to avoid being left behind by fund

managers’ clamour for euro stocks from 1 Jan-
uary next year.

The Stockholm index is the latest in a line
of new benchmarks to be unveiled but is the
first with defensive characteristics. The recent
closure of the Antwerp stock exchange – the
oldest in Europe – highlights the pressure that
smaller markets face as investors consolidate
in the major markets. Many are seeking to
merge to generate critical mass. Recent index
offerings, such as the Swiss-based Stoxx, have

S

attempted to provide a pan-European mea-
sure of stocks in the single currency area.

Fund managers have indicated that non-
euro stocks will be at a psychological disad-
vantage with less dependable financial results
as well as losing the currency plays still avail-
able. The capital flows released by the end of
investment barriers in the euro zone will also
be denied to stocks which remain outside.

Swedish stocks are most at risk because of
the small size of the overall market, the pres-
ence of world-class benchmark companies on
the market and the overdependency of the
Stockholm exchange on the consumer goods
sectors through companies such as Ericsson,
Volvo and Electrolux. “Companies will find
that if they are only quoted in local non-euro
currencies they will be treated at a discount
to the rest of their industry group,” said Jerry
Evans, equity strategist at Enskilda Securities.
“Sweden is the most exposed to any strains
as it seeks to straddle the fence – half in the
euro and half out.”

The new Swedish index is likely to be based
on the OMX, set up in 1986 to track the 30
largest stocks on the market. The stock
exchange said it could be operational within
a year. “I’m pretty convinced that there is a
demand,” said Leif Windevag, head of research
at the Stockholm exchange. “We have already
taken the operational decision to proceed
based on consultation and some arm-twist-
ing [of OMX companies].”

The exchange had been reluctant to meet
company demands for a euro-denominated
option fearing that it would devalue  plans to
create a new pan-Nordic exchange. While a
single market including Sweden, Norway, Fin-
land and Denmark would have more market
clout it could find itself overshadowed by the
redenominated OMX.

There are two weaknesses to the Swedish
plan. First, the heavy concentration of the
country’s stocks in the OMX may lead to a
rump of smaller equities joining the new index
which have little international exposure or
appeal to investors. Second, the overweight-
ing in three sectors – capital goods, autos and
industrials – is good in boom times but poten-
tially disastrous when the economy heads
south. The strong cyclical nature of these sec-
tors could pull the whole index down in a
recession. But Europe’s stock exchanges know
they have to adapt to the euro.
Giles Tremlett
MADRID

MILIO & Emilio has the potential to
become the Spanish superbank to rival
European allcomers. What it lacks in
branding appeal it makes up for in domes-
tic retail coverage and strong European

and overseas equity and lending franchises. But it
is unlikely to come to fruition. Emilio Botin and
Emilio Ybarra, the banking heavyweights who slug
it out at the top of Spain’s financial hierarchy, have
little time for each other.

Emilio Botin is the latest to steal a march on his
arch-rival. Spain’s richest man is the patrician boss
of the Banco Santander and known for his aggres-
sive business style. Ybarra is the conservative Basque
who heads Banco Bilbao Vizcaya (BBV) and is famed
for his tight-fistedness, hard work and steady, long-
term planning.

The two men rarely meet and enjoy rather cold,
if polite, relations.They are consistently voted among
Spain’s 10 most powerful people. The tension created
by their personal competition is one of the vital forces
driving Spain’s booming banking sector. Being num-
ber one matters a lot in the macho world of Span-
ish banking. The largest will be able to build solid
European alliances, while failure will lead to being
eaten up by hungry foreign predators. The trend is
clear: grow or get out.

Botin has emerged on top in the latest battle with
a surprise $4 billion offer to buy 52 per cent of
Banesto – Spain’s fifth largest bank, best known out-
side Spain for its sponsorship of Tour de France
legend, Miguel Indurain. Santander acquired 48 per
cent of Banesto in 1984 in a hard-fought battle with
BBV when the bank was put up for auction.

Buying all of Banesto tripled Santander’s Span-
ish retail network and allowed it to leapfrog BBV.
With assets of around $120bn Santander outstrips
BBV by 20 per cent and threatens to overtake it in
both profitability and stockmarket value. Its shares
have jumped 11 per cent since the deal adding at
least $60m to the Botins’ personal wealth. The fam-
ily owns 2.68 per cent of the bank’s traded shares.

The memory of losing out on Banesto still leaves
a bitter taste in Ybarra’s mouth, even after 15 years.
Botin followed up his coup by poaching a top BBV
executive, Alfredo Saez, to run Banesto. Saez took
a dozen executives with him and turned the bank
around. Santander claims that it will now double
its overall profits over the next three years and rival
BBV’s $27bn stockmarket valuation, 30 per cent
higher than Botin’s bank.

The significance of the Banesto takeover is as a
harbinger of things to come. The 63-year-old Botin
is the commander-in-chief of an emerging banking

E

dynasty, having inherited control from his father
(also named Emilio) in 1986. He ignored the unwrit-
ten non-aggression pact of Spain’s banking cartel in
1989 by launching a new account aimed at poach-
ing wealthy customers from other banks. Botin
doubled his bank’s customers in just one year.

BBV has yet to respond to its rival’s latest move.
Ybarra, thanks to a cost-cutting efficiency programme
– “The 1,000 Day Plan” – has brought in the bank’s
best-ever results, with a 26 per cent increase in profits
to Pts131bn ($875m) in 1997. Like Botin, he claims
to be looking abroad, rather than looking over his
shoulder at domestic competition. 

BBV’s executives boast that no other bank in the
world with a stockmarket value above $10bn has
matched its three-year share price increase of 350
per cent. The only European bank to have come any-
where close is  Britain’s Lloyds TSB, which managed
225 per cent. “We are now within the select group
of European banks capable of generating annual
profits of more than Ecu1bn ($1.1bn). That makes
us a point of reference in Europe,” says Ybarra. The
reality is that Spanish banks have emerged as seri-
ous takeover candidates for predators elsewhere in
Europe. European banks like the idea of a Spanish
connection with links to Latin America.

Spanish banks are coming to the end of a four-
year spending spree in Latin America, hoovering up
banks across the continent from Chile to Mexico.
Ana Patricia Botin, the 37-year-old daughter and
heir apparent to her father, headed  Santander’s
drive as executive vice-president and chief execu-
tive of Santander Investment.

Ana Patricia has inherited her father’s sense of
ambition. She has made  Santander the biggest inter-
national bank in Latin America, with six per cent of
the market. BBV has not lagged far behind. Latin
America provided nearly 40 per cent of profits last
year. Her brothers, Emilio junior and Jaime, also
have senior positions within the bank.

The fight for first place is viewed as a battle for
future survival as the two big banks prepare for a
pan-European shake-up that will come with cur-
rency union. Spanish banks will have to be stronger
if they are going to  survive the onslaught of the new
mega-banks such as the new Swiss giant  UBS or
traditional power houses such as Deutsche Bank,
HSBC and Crédit Suisse (see table). Santander’s
takeover of Banesto is seen as the start of a new wave
of Spanish banking mergers, which is why the
Madrid stockmarket soared.

Ybarra is rumoured to be plotting either a merger
with another European bank or the purchase of one
of Spain’s second-tier banks. These, in turn, might
be considering fusions that would keep them safe
from bids by the big boys. A frenzy of share-buying
has resulted, with the second-rank Popular, Argen-
taria and Central Hispano banks sharing in the
bonanza. Banking shares are up 40 per cent since 1
January.

Further domestic mergers, however, would pro-
duce substantial lay-offs, which is why neither Ybarra
nor Botin expresses interest in buying other Spanish
banks. What the two Emilios do seem intent on, how-
ever, is improving profitability and share performance
to such a level that hostile bids from other European
banks are impossible. 

“Santander should not be compared with banks in
this country,” said Botin. “It should be compared to
the most profitable banks in the world.” Both Botin
and Ybarra are keen, instead, to construct Europe-
wide strategic alliances which could protect them
from outside bids. Santander has laid the founda-
tions of such an alliance, buying 10 per cent of the
Royal Bank of Scotland and seven per cent of Italy’s
Istituto Bancario San Paolo di Torino. It also has a 
co-operation deal with ING-Barings to cover Benelux
countries and owns the small German CC Bank.

With Spain unable to produce it own mega-bank,
both Botin and Ybarra know that failure to establish
a strong European network will leave them open to
foreign predators. Neither wants to see control of
their bank transferred to northern Europe, where the
new mega-banks will have their head offices. Both
bankers want to be number one. The battle is not
over yet.
Polishing off the
opposition: Emilio
Botin (above) has 
won another round
against Emilio Ybarra
Source: The Banker Country Assets $bn World

(June 1997) ranking

Deutsche Bank Germany 569.9 2
Dresdner Bank Germany 355.6 13
Crédit Agricole France 477.3 3
BNP France 355.4 14
HSBC Holding Britain 401.7 10
Barclays Bank Britain 315.8 20
Crédit Suisse Switzerland 389.3 11
UBS Switzerland 324.8 19
ABN-Amro Bank The Netherlands 341.4 15
Rabobank The Netherlands 190.0 44
Istituto Bancario San Paolo Italy 171.3 49
Banco di Roma Italy 141.1 55
Banco Santander Spain 117.9 52
BBV Spain 103.0 59
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If at first you don’t succeed, make it up and get top marks

Gavin Gray

RANCE, Germany and Italy
have crept under the final
hurdle to first-round monetary
union with all the dexterity of
a geriatric limbo dancer. There

was no fanfare in Brussels on Friday 26
February as EU member states released
their 1997 budget deficit figures. Coun-
tries simply faxed numbers to the Euro-
pean Commission or told their
ambassadors to sneak round with an
envelope.

Surprise, surprise, all of the 11 candi-
dates came in at or below the magic three
per cent deficit target laid down in the
Maastricht Treaty. In fact most of them
came in at 0.1 to 0.2 per cent below econ-
omists’ forecasts. But there was little
rejoicing for the eager EMU participants.

In the long run they may choose to
weep instead. Here was a fantastic oppor-
tunity to change once and for all the
wasteful way that European governments
function. They have passed that up for
short-term measures to achieve the magic
three per cent. The figures are in some
cases a sham. Most importantly there is
little evidence that the 11 countries can
keep up their new-found fiscal discipline.

F
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China adds
woes as cu
troubles de
The worst offenders have been France
and Germany – the two countries with-
out which EMU could not even start.
France, which scraped in with a three per
cent deficit, would not have come close
without a dubious pension dodge when
it privatised France Telecom last year.

The government assumed part of the
company’s pension liabilities on privati-
sation, in return for which the company
paid it Ffr36 billion ($6bn) upfront –
equivalent to 0.5 per cent of GDP. The
government booked it as revenue but
assumed a long-term liability. Not a clever
stunt and against the spirit of EU rules
barring countries from recording privati-
sation receipts as revenue.

When the EMU participants are
selected in May, France will certainly be
included. Apart from supposedly meet-
ing the three per cent maximum deficit
target, its inflation rate is below the 2.7
per cent ceiling, 10-year government
bond yields are less than 7.9 per cent and
government debt represents less than 60
per cent of GDP.

From the outset, the rules to determine
which country can take part in EMU have
been rewritten to suit some. For exam-
ple, the 60 per cent debt rule was quietly
replaced with an insistence the countries
 to Asian
rrency
epen
be moving in the right direction. With-
out that Italy and Belgium would have
fallen out at an early stage.

It has been more like a school exami-
nation where all the pupils were given
the answers in advance – but the teacher
said that the pass mark might be shifted
afterwards in case anyone failed. Even at
the beginning of last week many econo-
mists were predicting that France would
just miss the target – but that it would be
let in nevertheless.

Apart from its pension dodge, France
would have missed the three per cent tar-
get without the benefits of a surprise pick-
up in European growth in the last half of
1997. That lifted VAT receipts and meant
that earnings from new corporate taxes
introduced last year ran well ahead of
expectations. In 1997 there was a real
freeze in government spending but ana-
lysts expect it will find it much harder to
resist social pressure this year. Looking
longer term, France, like many countries
in Europe, has an unsustainable pension
liability.

France is still running a structural
budget deficit of two per cent. Some econ-
omists also say that it will not be clear
whether France truly met the three per
cent target until figures for social security
spending are released this autumn. “The
only data we have are estimates and they
are notoriously unreliable,” says one
analyst.

Germany was another beneficiary of
the pick-up in economic growth in the
last half of 1997, without which it might
not have met the three per cent target.
With real interest rates pushed to low
levels and the deutschmark weakening
against the dollar, German exporters have
ROBERT WALLIS / NETWORK
enjoyed a boom. Europe has benefited
enormously from the massive fall in inter-
est rates in Europe over 1997, with the
greatest gains going to Spain and Italy,
which funded themselves until relatively
recently at double-digit rates of interest.
Now they can borrow at five to six per
cent.

One of the few countries to persuade
the market that structural changes are on
the way is Italy. “There is a huge com-
mitment to Maastricht,” says Darren
Winder, economist at SBC Warburg Dil-
lon Read in London, “because the estab-
lishment believes that it is the best way
to become fully integrated into Europe.
But the price has been high. Between
1993 and 1997 the budget deficit fell by
seven percentage points and the average
growth rate has been less than one per
cent as a result.”

Most European countries should have
done better than just scrape in. The lesson
is clear: countries which think it is enough
to fudge the figures when the climate is
benign are running a risk when a
recession returns. “It is easy for countries
to slim down together,” says Winder at
SBC, “but the sustainability of it all will
become clear once the rigours of the
Maastricht criteria are taken off.”
Germany
France
Italy
Spain
Netherlands
Belgium
Austria
Finland
Portugal
Luxembourg
Ireland
Average

Country Deficit 1996 Bond
1997 yield

2.7 3.3 5.302
3.0 4.2 5.334
2.7 6.8 5.649
2.6 4.4 5.619
1.5 2.2 5.324
2.1 3.2 5.470
2.5 4.0 5.365
0.9 3.2 5.520
2.5 3.2 5.603

-1.7 n/a 5.498
-0.9 0.5 5.480

2.6 4.2 -

The three criteria laid down in the Maastricht Treaty for entry to EMU
were met by all of the states which have expressed their intent to join
on 1 January 1999

SOURCE: EUROPEAN COMMISSION
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ITH the notable excep-
tion of the basket case
that is Suharto’s Indone-
sia, the Asian financial
crisis appears to be over.

But is it? In reality the round of exchange
rate changes may have gone only half
way as the Chinese domino threatens to
topple. 

China is said to have started it. In Jan-
uary 1994 it devalued its official exchange
rate by a nominal 40 per cent by unify-
ing it with a lower swap rate. But as most
transactions were already at the lower
rate, the effective devaluation was only
10 per cent. Since then the yuan has
remained pegged to the US dollar at
around ¥8.5 to the dollar. But other Asian
currencies have fallen by half against the
dollar and the Indonesian rupiah by up
to 80 per cent. 

Worse still, China’s inflation rose faster
than most of its trading partners. By the
end of 1996 the yuan had appreciated
once more by 25 per cent in real terms.
Today, despite a fall in Chinese prices dur-
ing the past year, the yuan is much higher
in real terms than it was four years ago.
Will it be devalued again? 

This matters. Taken together, Euro-
pean, Japanese and US trade with China
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is as important as trade with the five
nations caught up in the Asian debt cri-
sis. Japan’s trade with China is more
important, Europe’s less and the US about
the same. Moreover, China runs a mas-
sive $65 billion trade surplus with the US
and Japan. If China continues the round
of competitive exchange rate deprecia-
tion the impact of the Asian crisis on activ-
ity in advanced industrial economies
would be substantially increased. 

China cannot be forced to do so by mar-
ket pressure. It survived contagion when
the crisis was at its worst because it is fun-
damentally better placed than most other
Asian economies. Although its currency
is pegged to the dollar, making it an
attractive target for speculators, they have
little way of getting at it. Exchange con-
trols restrict most capital movement.
Short-term foreign debt is modest. China
has been a massive recipient of direct for-
eign investment, but such inflows cannot
easily be reversed. Nor does China need
to borrow abroad. It runs a current
account surplus, more then $10bn last
year. 

Foreign direct capital inflows, mostly
joint ventures between Chinese and
foreign companies to set up manufac-
turing facilities in China, have been
encouraged to provide modern technol-
ogy and management skills, not because
China needs foreign funds to finance
them. Indeed the inflow of foreign capi-
tal was matched by a similar increase in
China’s official foreign currency reserves
as the Bank of China intervened in the
exchanges to stop the yuan from appre-
ciating. China’s reserves exceed $140bn. 

But while immune from the Asian
financial crisis, China is critically exposed
to the economic fall-out from it. Its
economy is in deflationary mode, with
prices  actually falling. It is not in a reces-
sion. Nor is it facing anything like one by
European standards. Growth last year
slowed from 9.7 per cent in 1996 to 8.8
per cent and the government hopes to
achieve more than eight per cent this year.
But in Chinese terms any slower growth
sets alarm bells ringing. China is in the
midst of rapid and massive structural
change as it converts from a command
to a market economy. Agricultural pro-
ductivity is rapidly rising and there are
estimated to be 100 to 130 million sur-
plus workers in the rural labour force. 

Financial reforms are freeing and forc-
ing banks to cut bad loans to inefficient
and loss-making state-owned enterprises
(SOEs). These companies are being forced
to restructure or close, throwing workers
out of jobs. Massive migration is occur-
ring to urban areas where, it is estimated,
up to 30 million new jobs a year must be
created just to re-employ redundant SOE
workers, never mind immigrants from
rural areas. With less than eight per cent
a year growth, unemployment will soar
and social unrest will become inevitable. 

But eight per cent this year looks a
tough target as investment prospects are
poor. The SOEs can’t borrow, private sec-
tor investors won’t borrow even if money
policy is eased. Foreign direct investment
is contracting; it could fall by a fifth this
year. Job insecurity is causing consumers
to tighten their purse strings. Trade dam-
age from increased competition due to
the fall in Asian competitors’ currencies
is likely to be limited. More than half of
China’s exports involve assembling
imported components. At its present
exchange rate, Chinese labour remains
far cheaper than its competitors’. Imports
of components come overwhelmingly
from other Asian countries which account
for 60 per cent of China’s imports. Imports
from Europe, Japan and the US are heav-
ily weighted in favour of capital goods.
Over 80 per cent of exports are now man-
ufactured goods, the greater part of which
go directly, or via Hong Kong, to Europe,
Japan and America. 

Cheaper imports of components from
Asia will help Chinese exports compete
in its main markets. China’s trade balance
should not deteriorate on account of the
yuan’s strength. Lost exports will be off-
set by lower imports of capital goods. But
China’s trade will suffer from the general
slowdown in activity in Asia and contin-
ued recession in Japan. 

Last year an improved trade balance
contributed two per cent to growth. This
year the contribution could be negative
or negligible, unless lost exports to Asia
and Japan are recovered in Europe and
the US. Eight per cent growth is
impossible if China does nothing. Two
solutions remain. One is a massive pro-
gramme of public spending, announced
already. China’s vice-president, Li Lan-
qing, revealed a new three-year $750bn
infrastructure plan earlier this month. But
major public works take time to feed
through and the new plan is unlikely to
have much effect on growth this year. The
other solution is competitive devaluation. 

It seems that later this year China’s
hand may be forced. 
The writer is a director of 
Lombard Street Research
Capital flows:
infrastructure
projects such
as the Three
Gorges dam
will boost GDP
but are slow to
generate
momentum for
the economy
MERGER speculation in the European insurance
industry has gone into overdrive following the
announcement by Commercial Union (CU) and
General Accident (GA) of a £14.1 billion ($22.8bn)
tie-up on 26 February. The combined company,
to be known as CGU, will be the second-largest in
the UK and the ninth-largest in Europe. Both
companies have had difficulty boosting their
presence in the UK life market where growth has
not been spectacular. 

The majority of CU’s life profits have been from
its Dutch-based subsidiary, Deltalloyd. It is GA’s
thriving life operations that are a big draw for CU.
These were built up from virtually nothing five
years ago, helped by the acquisition of Provident
& Mutual. GA has expanded this successful life
business into France and Germany and further
acquisitions in these markets by CGU are likely.
Equity analysts are expected to call for a special
dividend from CGU and there could be a share
buyback. Royal Sun Alliance is committed to buy-
ing back five per cent of its shares after the merger. 

Both sides are pushing for a progressive divi-
dend policy, which will not go down well with the
rating agencies. “In companies such as this with
volatile earnings this prevents capital formation
and can be very damaging,” says Rafael Villar-
real at Moody’s. The merged CGU already has
after-tax dividend commitments of £380 million
to £400m. 

The British insurance market is already
following the lead of its continental rivals in seek-
ing not just to consolidate but also hook up with
other financial services providers, most notably
banks. The combination of Crédit Suisse and
Winterthur is the largest such bancassurance
merger to date, followed by Trygg-Hansa’s tie-up
in Sweden.

As well as domestic bancassurance deals, insur-
ers themselves are starting to move across bor-
ders. In Germany, Allianz bought a spot as the
largest insurer in Europe by securing a lightning-
quick deal to take control of Générales de France
for $10bn.

The downside is that insurance shares are start-
ing to look pricey. The sector has been the star of
the markets for more than a year, rising even more
than banking stocks. Such inflated prices will
make it difficult to pursue stock-swap deals.

LOUISE BOWMAN
GUARDIAN ROYAL
EXCHANGE
GRE is unlikely to survive the next
18 months as an independent
company. It has reported slightly
lower than expected pre-tax oper-
ating profits of £191 million, hav-
ing been hit by bad weather
payments in the UK. Manage-
ment is, however, extremely reluc-
tant to cede control and is unlikely
to consider any outright sale. Any
potential suitor would have to
have a continental presence, and
as such a tie-up with Eagle Star
would make sense. As part of the
BAT-Zürich Group, Eagle Star
would boost GRE’s European
presence and allow it to gain crit-
ical mass in the UK. Another pos-
sibility would be a Norwich Union
merger, with the Norwich con-
centrating on life business and
GRE sticking to non-life.

EA GENERALI
Generali has been trying to boost
its presence in Hungary and Aus-
tria for years but lost out in its
attempt to link up with Credit-
anstalt. With no bank distribution
in Austria, the Italian giant could
consider pulling out of the coun-
tries altogether.

Its 81 per cent-owned sub-
sidiary EA Generali has seen its
shares rise 15 per cent amid
takeover speculation, with five
times the average daily volume
of stock (16,500 shares) traded
on 26 February. Any German or
Swiss company would be an obvi-
ous buyer, but a good fit would
be Ergo of Germany. Ergo is 50
per cent owned by Munich Re. 

PRUDENTIAL
Prudential has made no secret
of the fact that it is keen to expand
its retail distribution in the UK
and Europe. As such, an acquisi-
tion along similar lines to its pur-
chase of Scottish Amicable last
year would make sense. 

“Asset management is a grow-
ing sector, and savings are a grow-
ing sector so it is an obvious
tie-up,” says Stephen Dias, insur-
ance analyst and executive direc-
tor at Goldman Sachs. The US
house ranks Prudential as under-
performing despite 1997 results
in line with expectations of
£895m.
ROYAL SUN ALLIANCE
Having been formed by the
merger of two UK insurance com-
panies in 1996, RSA now has
global ambitions. The company
is likely to announce a merger
within the next 12 months – most
probably with a European part-
ner. A tie-up with one of the Euro-
pean majors – Allianz or AXA – is
unlikely as the company would
simply be subsumed into the
larger player. But Netherlands-
based Aegon would be a good fit.
The company has strong conti-
nental and US operations and a
good life business.

BALOISE INSURANCE
Despite its protestations to the
contrary, Swiss insurer Baloise
has become a speculative merger
target. The more it protests, the
more the market responds. Its
shares have risen 18 per cent over
the last year. Industry consolida-
tion has been rife in Switzerland,
with Crédit Suisse’s acquisition
of Winterthur and the Zürich/BAT
industries tie-up.  Swiss National
Insurance and Helvetia Patria are
seen as likely takeover targets.
DEN DANSKE
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1249.0 18.8 -4.2 3.1
45.4 0.7 0.7 2.6

972.5 14.7 2.8 2.7
9.5 0.1 4.1 1.9

15400.0 232.3 1.9 6.0
8134.0 122.7 5.0 2.0
2463.0 37.2 3.7 -

11333.0 171.0 17.5 0.5
7030.0 106.1 3.8 1.2
4785.0 72.2 9.7 1.3
4035.0 60.9 1.5 1.9
5935.0 89.5 16.5 1.2
2200.0 33.2 2.8 -
7585.0 114.4 8.7 1.7

13650.0 205.9 12.9 2.1
7120.0 107.4 2.6 1.7

865.0 13.1 1.9 1.4
9010.0 135.9 -1.0 3.1
9355.0 141.1 1.1 3.0

14.1 0.2 8.0 1.3
692.0 10.4 -2.5 1.6

38.6 0.6 0.7 4.1
9860.0 148.8 1.3 2.3

71500.0 1078.7 -0.2 1.9
368.0 5.6 3.7 2.2

1807.0 27.3 -3.1 2.5
113.2 1.7 -2.2 2.0

9000.0 135.8 3.4 2.8
410.0 6.2 4.3 4.9

51.8 0.8 3.0 4.0
32.3 0.5 6.6 3.7

578.0 8.7 -1.2 3.4
65.7 1.0 0.8 3.3

1022.0 15.4 - 1.4
11460.0 172.9 1.4 2.6

890.0 13.4 -1.1 2.0
41.7 0.6 8.9 3.2

124.7 1.9 0.1 2.1
137.5 2.1 8.8 1.5

5380.0 81.2 5.5 2.2
- - - -

82.3 1.2 -2.8 2.7
17725.0 267.4 -1.1 3.0

947.0 14.3 1.5 -
1764.0 26.6 4.0 3.6

20472.0 308.9 7.5 1.4
17300.0 261.0 0.9 2.0

912.5 13.8 -1.8 2.4
18513.0 279.3 3.6 1.1

30.0 0.5 1.7 3.0
20500.0 309.3 -2.8 -

1122.0 16.9 -3.5 3.6
36120.0 544.9 5.8 1.6

941.5 14.2 -3.9 2.8
2272.0 34.3 3.9 1.2

491.0 7.4 1.0 -
103.0 1.6 0.5 2.9
918.0 13.9 2.9 2.9
881.5 13.3 13.1 2.7
321.0 4.8 2.2 2.0

2277.5 34.4 1.1 1.4
502.0 7.6 -2.0 3.0
380.3 5.7 -1.7 3.1
380.0 5.7 0.3 18.9

Abbey National..........................UK
ABN Amro .................................Neth
Alliance & Leicester ...............UK
Allied Irish.....................................Ire
Alpha Credit Bank ..................Gre
Banca Commerciale It ..........Ita
Banca di Roma...........................Ita
Banca Fideuram........................Ita
Banco Bilbao Vizcaya..........Spa
Banco Central His..................Spa
Banca Intesa..................................It
Banco Com Portugues ......Port
Banco Esp Credito.................Spa
Banco Espirito Santo..........Port
Banco Popular Espanol......Spa
Banco Santander ...................Spa
Bank Austria..............................Aus
Bank Fuer Intl Zah-Belg .....Swi
Bank Fuer Intl Zahlungs.....Swi
Bank Of Ireland .........................Ire
Bank Of Scotland .....................UK
Bankgesellschaft Berlin ....Ger
Bankinter.....................................Spa
Banque Gen Du Lux ..............Lux
Banque Nat de Paris ...............Fr
Barclays .........................................UK
Bayerische Vereinsbank....Ger
BBL....................................................Bel
BG Bank........................................Den
BHF-Bank .....................................Ger
Christiania Bank .....................Nor
Cie Financiere De Paribas ...Fr
Commerzbank ..........................Ger
Compagnie Bancaire...............Fr
Corp Bancaria De Esp .........Spa
Den Danske Bank...................Den
Den Norske Bank....................Nor
Deutsche Bank.........................Ger
Deutsche Pfandbrief............Ger
Dexia Belgium ...........................Bel
Dexia France.................................Fr
Dresdner Bank .........................Ger
Generale De Banque.............Bel
Halifax .............................................UK
HSBC.................................................UK
Istituto Banc San Paolo .......Ita
Kredietbank ................................Bel
Lloyds TSB ....................................UK
Mediobanca .................................Ita
Merita..............................................Fin
National Bank of Greece ...Gre
National Westminster...........UK
Rolo Banca ...................................Ita
Royal Bank of Scotland........UK
Schroders......................................UK
Schweizerischer Bank ........Swi
Skandi Enskilda Banken....Swe
Societe Generale.......................Fr
Standard Chartered ...............UK
Svenska Handelsbanken ..Swe
UBS...................................................Swi
Unidanmark...............................Den
Woolwich .......................................UK
Worms et Compagnie .............Fr
AGA .................................................Swe
Akzo Nobel...............................Neth
Allied Colloids ............................UK
Alusuisse Lonza.......................Swi
Arjo Wiggins Appleton..........UK
Assidoman .................................Swe
Basf..................................................Ger
Bayer ..............................................Ger
Billiton .............................................UK
Boc.....................................................UK
British Steel.................................UK
Ciba Specialty Chems..........Swi
Clariant..........................................Swi
Courtaulds....................................UK
Degussa ........................................Ger
DSM ...............................................Neth
Enso..................................................Fin
FPB...................................................Ger
Henkel Kgaa...............................Ger
Hoechst.........................................Ger
Imperial Chemical ...................UK
Johnson Matthey.....................UK
Koninklijke Knp......................Neth
L’air Liquide...................................Fr
Laporte...........................................UK

COURTAULDS
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101.0 1.5 -3.3 2.7
415.3 6.3 6.0 2.0
202.5 3.1 0.2 2.0

1684.0 25.4 0.8 1.1
165.5 2.5 0.6 5.3
197.0 3.0 1.5 2.8

66.1 1.0 6.7 3.7
76.5 1.2 5.1 3.2

151.3 2.3 -3.2 -
967.5 14.6 2.9 3.5
146.0 2.2 1.6 8.5
178.0 2.7 4.7 -

1460.0 22.0 2.2 0.7
351.5 5.3 29.3 4.7

94.0 1.4 2.5 3.0
205.0 3.1 2.1 4.6

49.5 0.7 3.1 4.4
- 4.8 -0.5 7.9

111.4 1.7 1.3 1.5
70.3 1.1 3.8 3.0

1109.5 16.7 1.7 2.9
527.5 8.0 -2.4 3.0

54.6 0.8 2.6 2.0
984.0 14.8 3.6 2.1
662.5 10.0 -0.6 4.3
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Accor..................................................Fr
Adidas ............................................Ger
Airtours ..........................................UK
Alitalia .............................................Ita
Allied Domecq............................UK
Altana.............................................Ger
Associated British Foods....UK
Astra ..............................................Swe
Audi..................................................Ger
Autopistas Con ........................Spa
BAT.....................................................UK
Bass ..................................................UK
BMW.................................................Ger
Beiersdorf ...................................Ger
Bic........................................................Fr
British Airways..........................UK
Cadbury Schweppes ..............UK
Carlsberg.....................................Den
Castorama Dubuis Inv ............Fr
CCP ..................................................Spa
Christian Dior...............................Fr
Cie Ffinanc Richemont .......Swi
Cie Generale Des Eaux ..........Fr
Colruyt ...........................................Bel
Compass ........................................UK
Continental.................................Ger
Daimler-Benz ............................Ger
Danisco.........................................Den
Deutsche Lufthansa .............Ger
Diageo .............................................UK
Elan ..................................................Ire
Electrolux .......................................Fr
EMI .....................................................UK
Eridania Beghin-Say ................Fr
Essilor International ...............Fr
Fiat.....................................................Ita
Fresenius Medical Care......Ger
Gallaher..........................................UK
Gehe................................................Ger
GKN....................................................UK
Glaxo Wellcome ........................UK
Granada..........................................UK
Groupe Danone...........................Fr
Hays ..................................................UK
Heineken ...................................Neth
Imperial Tobacco......................UK
Jeronimo Martins.................Port
Klm-Konin Luchtvaart.......Neth
Koninklijke Ahold .................Neth
La Rinascente.............................Ita
Ladbroke........................................UK
L’Oreal ...............................................Fr
LucasVarity ..................................UK
LVMH ..................................................Fr
Michelin............................................Fr
Montedison ..................................Ita
Nestle .............................................Swi
Northern Foods.........................UK
Novartis-Bearer ......................Swi
Nutricia Verenigde Bed ...Neth
Nycomed Amersham.............UK
Orkla ...............................................Nor
Parmalat Finanziaria .............Ita
Pernod-Ricard .............................Fr
Pharmacia & Upjohn ...........Swe
Pilkington......................................UK
Pirelli ................................................Ita
Pirelli Spa-rnc.............................Ita
Promodes .......................................Fr
PSA Peugeot Citroën ..............Fr
Raisio...............................................Fin
Randstad ...................................Neth
Reckitt & Colman .....................UK
Renault .............................................Fr
Rentokil Initial ...........................UK
Rhone-Poulenc ...........................Fr
Roche Holding-bearer.........Swi
SMH-Bearer................................Swi
Sairgroup .....................................Swi
Sanofi ................................................Fr
Scania............................................Swe
Schering .......................................Ger
Scottish & Newcastle ............UK
Seb ......................................................Fr
Securicor.......................................UK
Seita ...................................................Fr
Sgs Soc Gen de Surv ............Swi
Smith & Nephew .......................UK

Company Country Price (local) Price (Ecu) %change Yield
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636.0 9.6 - 0.1
233.0 3.5 6.2 3.9
270.0 4.1 13.2 1.8
588.5 8.9 0.5 2.9
821.5 12.4 2.3 3.9
215.0 3.2 -11.5 1.6

62.0 0.9 2.0 2.5
2350.0 35.5 -0.8 3.1

150.0 2.3 11.5 3.0
115.5 1.7 9.5 3.2
182.0 2.7 1.1 3.2
143.0 2.2 3.9 3.8

91.4 1.4 3.0 4.9

1407.0 - 0.3 -
284.0 4.3 3.2 -
456.5 6.9 5.2 -

15113.0 228.0 2.6 -
585.5 378.5 7.3 4.2
145.0 93.7 -1.7 1.5
640.0 413.8 1.0 3.0
156.5 01.2 3.6 1.2

1448.0 - 2.8 -
2310.0 1493.4 5.7 3.2

606.5 392.1 3.9 5.4
1017.5 657.8 6.0 3.8
1834.0 - -

85.8 55.5 0.4 1.7
482.6 312.0 10.0 1.9
571.5 8.6 2.2 3.4
775.5 501.4 5.2 2.6
405.8 262.3 -1.3 0.9
825.0 12.4 6.6 2.0

2570.0 38.8 2.0 2.5
738.0 477.1 10.3 3.2

1614.0 1043.4 0.2 -
958.0 619.3 6.1 1.9

23800 15386.4 11.5 0.7
888.0 13.4 2.0 1.4

43.6 0.7 4.6 2.0
148.6 2.2 10.5 1.1
433.5 280.2 0.8 1.2

35.0 0.5 7.9 2.0
622.0 402.1 2.6 3.6

42.3 27.3 -1.9 -
610.0 9.2 -2.6 2.0
517.0 7.8 5.4 3.2

1086.0 702.1 2.1 4.6
1869.0 1208.3 0.1 1.2
6371.0 96.1 2.1 1.6

127.4 82.4 -3.5 -
355.0 229.5 -3.3 -

96.0 62.1 -0.5 1.5
1472.0 22.2 4.4 2.1
1702.0 1100.3 -11.6 2.3

950.5 614.5 5.1 1.9
1230.0 795.2 3.7 2.1

937.5 606.1 4.3 1.2
379.8 245.5 0.7 0.9
427.0 276.1 2.6 6.4

6497.0 98.0 4.0 0.6
74.1 1.1 2.6 1.4
62.6 40.5 7.6 0.7

15918 10290.8 6.9 1.3
308.8 4.7 8.2 2.6

2742.0 1772.7 7.9 0.8
234.0 3.5 4.0 2.4

1224.0 791.3 9.2 2.6
377.0 5.7 9.3 1.3

1844.0 1192.1 3.5 1.1
2573.0 1663.4 -0.4 1.2

272.0 175.8 1.5 4.5
2676.0 1730.0 3.1 0.7

70.0 45.3 5.1 1.0
2286.0 1477.9 -2.9 0.9

733.0 473.9 2.9 1.2
2896.0 1872.2 1.5 0.5

398.0 257.3 6.4 3.2
324.0 209.5 0.0 2.7
115.0 1.7 6.0 5.0

4996.0 75.4 4.1 2.0
4001.0 60.4 0.0 3.0
2715.0 1755.2 9.5 0.8

867.0 13.1 1.0 0.5
918.0 593.5 0.9 0.3

85.8 55.5 0.9 1.1
1082.5 699.8 2.6 2.4

212.0 3.2 7.4 -
300.5 194.3 2.9 1.1
280.6 181.4 6.1 1.9

26000 16808.7 1.0 0.3
917.6 13.8 11.9 1.1

1978.5 29.9 6.1 -
690.0 446.1 5.5 1.4
174.5 2.6 -3.3 3.2
203.9 131.8 0.7 1.8
876.0 566.3 1.7 3.1
886.0 13.4 3.1 1.9
365.5 236.3 3.4 0.6
266.0 172.0 8.1 3.7

2677.0 1730.7 2.1 2.5
176.8 114.3 -0.6 3.5

Minorco-Bearer .......................Lux
Mo Och Domsjoe....................Swe
Pechiney..........................................Fr
Preussag ......................................Ger
Rio Tinto.........................................UK
SGL Carbon.................................Ger
Skw Trostberg...........................Ger
Solvay .............................................Bel
Ssab Svenskt Stal..................Swe
Stora Kopparbergs...............Swe
Svenska Cellulosa .................Swe
Upm-Kymmene .........................Fin
Usinor................................................Fr
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Barco ...............................................Bel
BTR ....................................................UK
Gevaert ..........................................Bel
Industrivarden ........................Swe
Lagardere .......................................Fr
Metallgesellschaft.................Ger
Montaigne Participat..............Fr
Ste Gen de Belgique .............Bel
Tomkins ..........................................UK

British Petroleum ....................UK
Burmah Castrol .........................UK
Cia Espanola de Pet .............Spa
Electrafina ...................................Bel
Elf Aquitaine .................................Fr
Eni.......................................................Ita
Enterprise Oil .............................UK
Lasmo ..............................................UK
Neste ...............................................Fin
Petrofina .......................................Bel
Petroleum Geo-Services...Nor
Repsol............................................Spa
Royal Dutch Petroleum ...Neth
RWE-DEA.......................................Ger
Saga Petroleum ......................Nor
Saipem...............................................It
Shell Transprt&tradng ..........UK
OMV .................................................Aus
Total....................................................Fr

3I.........................................................UK
Aegon...........................................Neth
AGF......................................................Fr
Alleanza Assicurazioni .........Ita
Alliance Trust..............................UK
Allianz ............................................Ger
Allianz Lebensversich .........Ger
Almanij ...........................................Bel
Amvescap......................................UK
Asr Verzekeringsgroep ..Neth
Assicurazioni Generali .........Ita
Axa-UAP...........................................Fr
Axa Colonia Konzern............Ger
Baloise ...........................................Swi
Bayer Hypo-Und Wech........Ger
BHW .................................................Ger
BK Vision ......................................Swi
Britannic Assurance ..............UK
British Land .................................UK
CCF ......................................................Fr
Cetelem............................................Fr
Cobepa ...........................................Bel
Commercial Union...................UK
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760.5 491.7 -5.4 1.9
3924.0 59.2 10.6 1.3
1225.0 791.9 - 0.4
1550.0 - 2.4 1.9

850.0 549.5 2.4 2.9
850.0 549.5 7.6 0.9
255.0 3.8 0.0 -

15550 10052.9 10.4 1.4
525.5 339.7 4.5 3.5

150500 97296.6 5.6 0.7
650.5 420.5 1.2 4.0
131.7 85.1 5.3 1.7
551.0 356.2 6.7 1.9
270.0 174.6 5.1 4.6
521.0 7.9 8.1 1.2

1194.5 18.0 7.6 1.1
216.5 3.3 1.2 2.3
982.5 635.2 2.4 3.1
500.5 7.6 0.2 2.8

2645.0 1710.0 -0.5 1.7

7980.0 195.8 -1.2 0.8
160.8 3.9 3.4 6.8

1990.0 48.8 7.0 -
511.0 12.5 1.6 2.9
221.0 5.4 0.5 2.5

36.7 0.9 -0.7 0.8
2100.0 51.5 0.0 0.4
4390.0 107.7 0.0 2.6

350.0 8.6 3.1 4.5

838.0 12.6 1.1 3.4
1048.0 15.8 -3.4 5.5
4680.0 70.6 3.2 2.6
3625.0 54.7 2.4 3.9

693.0 10.5 3.0 3.0
10409.0 157.0 -2.9 2.3

563.0 8.5 0.7 3.9
277.8 4.2 4.4 0.8
142.0 2.1 1.1 2.1

12775.0 192.7 1.6 3.6
427.0 6.4 3.9 -

6860.0 103.5 5.5 2.8
111.9 1.7 4.7 2.8
440.0 - 1.1 5.2
113.0 1.7 1.8 3.1

10146.0 153.1 0.7 1.5
435.0 6.6 4.8 3.3

1547.0 23.3 6.0 1.7
668.0 10.1 6.0 2.4

573.0 8.6 11.9 2.1
233.0 3.5 9.6 1.3
330.5 5.0 0.6 2.3

21945.0 331.1 1.5 0.7
2795.0 42.2 2.4 2.6

571.5 8.6 -1.0 0.5
2050.0 - 10.5 0.7
2150.0 32.4 0.0 1.5

593.5 9.0 1.7 1.2
146.0 2.2 -4.6 1.8

50689.0 764.8 -0.2 0.7
589.0 8.9 0.7 1.9
221.0 3.3 -3.9 1.1

3200.0 48.3 0.1 -
86.0 1.3 -0.9 2.4
32.5 0.5 6.4 4.0

1674.0 25.3 1.9 -
1238.0 18.7 4.1 3.3

746.0 11.3 2.3 1.4
450.1 6.8 3.5 2.2
770.0 11.6 2.7 1.9

1990.0 30.0 13.1 5.8
1107.0 16.7 -1.9 3.0

Smithkline Beecham .............UK
Sodexho Alliance.......................Fr
Sophus Berendsen................Den
Springer (axel) Verlag ........Ger
Suedzucker.................................Ger
Synthelabo.....................................Fr
T & N .................................................UK
Tabacalera.....................................Sp
Tate & Lyle ....................................UK
UCB ...................................................Bel
Unigate ...........................................UK
Unilever-CVA...........................Neth
Unilever..........................................UK
United Biscuits ..........................UK
Valeo ..................................................Fr
Volkswagen ................................Ger
Volvo ..............................................Swe
Whitbread......................................UK
Wolseley.........................................UK
Zeneca ............................................UK
Credit Suisse .............................Swi
Credito Italiano .........................Ita
Ea-Generali ................................Aus
Edinburgh Investment..........UK
Ewart ................................................Ire
Exor .................................................Lux
Finaxa................................................Fr
Foreign & Colonial ...................UK
Forenings Sparbanken.......Swe
Fortis ...............................................Bel
Fortis Amev .............................Neth
Gan Assurances..........................Fr
General Accident .....................UK
Groupe Brux. Lambert ........Bel
Guardian Royal ..........................UK
Hammerson .................................UK
Ifil........................................................Ita
INA .....................................................Ita
Incentive .....................................Swe
ING Groep .................................Neth
Insinger.........................................Lux
Investor........................................Swe
Istituto Mobiliare It ................Ita
La Fondiaria Ass........................Ita
La Gaiana.......................................Ita
Land Securities .........................UK
Legal & General.........................UK
Liberty Int.....................................UK
Liechtenstein Global ............Swi
Mediolanum .................................Ita
Mepc.................................................UK
MAM ..................................................UK
Muenchener Rueckver .......Ger
Norwich Union ...........................UK
Pharma Vision 2000 ............Swi
Provident Financial ................UK
Prudential .....................................UK
Ras .....................................................Ita
Royal & Sun Alliance ..............UK
Royale Belge ..............................Bel
Safra Republic..........................Lux
Sampo Insurance.....................Fin
Schw lebensv & Rent ...........Swi
Schw Rueckversich ...............Swi
Scottish Mort &Ttrust ...........UK
Skandia Forsakrings............Swe
Slough Estates...........................UK
Stillhalter Vision......................Swi
Storebrand .................................Nor
Sun Life & Provincial..............UK
Trygg-Hansa .............................Swe
United Assurance ....................UK
Victoria..........................................Ger
Volksfuersorge.........................Ger
Witan Investment ....................UK
Wuertt Versich-Beteil..........Ger
Zürich Versicherungs ..........Swi

99.5 11.4 5.3 2.1
1999.0 228.6 5.3 2.0

530.0 - 1.9 5.0
308.0 35.2 -0.8 3.3
222.5 25.4 2.1 1.9
569.0 65.1 1.2 2.8
433.0 49.5 3.2 2.0
357.5 40.9 6.7 4.5
854.0 97.7 3.5 3.0
329.5 37.7 5.0 3.7

2619.0 299.5 15.2 2.3
3280.0 375.1 -1.6 2.9
5545.0 634.1 3.6 2.3

853.0 97.5 3.3 3.0
226.5 25.9 8.9 4.4

450000.051459.8 -0.3 0.3
462.5 52.9 1.3 2.2
179.0 20.5 7.2 3.7

6600.0 754.7 7.8 0.6
330.0 37.7 6.5 2.2
399.5 45.7 6.8 4.2
306.0 35.0 4.8 1.6
104.8 12.0 0.1 -
134.5 15.4 -0.4 1.5

269.0 4.1 1.0 1.5
6912.0 104.3 8.6 0.9
4182.0 63.1 18.8 0.3

482.0 7.3 1.8 2.8
1.0 0.0 6.6 -

93.0 1.4 - 3.1
480.1 7.2 4.6 2.0
188.3 2.8 2.4 1.6
246.0 3.7 4.7 2.4

9580.0 144.5 -0.2 1.3
111.8 1.7 4.5 1.8
149.9 2.3 0.3 -

1360.0 20.5 0.1 3.4
5870.0 88.6 1.4 3.4

463.3 7.0 0.1 2.5
501.5 7.6 -3.2 2.8

7503.0 113.2 3.8 1.7
4953.0 74.7 5.8 1.3

768.0 11.6 -0.3 1.3
108.3 1.6 5.2 2.0

86.0 - -4.4 -
408.0 6.2 0.0 2.5

24882.0 375.4 10.1 2.2
10637.0 160.5 3.7 1.3

4520.0 68.2 32.9 2.7
1138.0 17.2 2.4 3.0

687.5 10.4 -5.3 2.1
588.5 8.9 4.3 3.7

1265.0 19.1 12.3 1.7
40432.0 610.0 3.8 0.9

600.0 9.1 4.1 3.6
1690.0 25.5 -1.2 3.5

575.0 - 8.4 0.4
517.3 7.8 6.2 -

1052.0 15.9 1.2 -
986.5 14.9 6.8 2.5
909.5 13.7 4.9 2.1

20708.0 312.4 5.0 1.6
774.5 11.7 1.2 3.2

11875.0 179.2 0.6 3.0
122.5 1.8 - 1.8
211.0 3.2 2.4 0.7

1280.8 19.3 2.9 0.5
3105.9 46.9 5.2 1.0

366.5 5.5 3.5 1.8
452.0 6.8 4.6 0.8
403.5 6.1 3.9 2.1
886.0 13.4 2.2 -

59.0 0.9 0.9 -
548.3 8.3 0.5 2.3
240.0 3.6 - 1.0
611.0 9.2 3.4 4.0

2175.0 32.8 - 0.9
860.0 13.0 -1.7 2.3
361.5 5.5 3.4 2.4

2800.0 42.2 5.7 0.7
800.0 12.1 2.4 0.9

CGIP 
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ABB-B ............................................Swe
ABB-Bearer.................................Swi
Asea Brown Boveri................Ger
Associated British Ports.....UK
Atlas Copco ...............................Swe
BAA....................................................UK
BBA....................................................UK
Blue Circle ....................................UK
Bouygues ........................................Fr
BPB....................................................UK
CGIP-Gen d’ind & de Par .......Fr
Cimenteries CBR Cement..Bel
Cimpor Cim de Port ............Port
Compagnie de Saint ................Fr
Cookson .........................................UK
D/S Svendborg.........................Den
Electrocomponents ...............UK
FKI ......................................................UK
Fomento de Con Constru..Spa
Fried.Krupp Hoesch..............Ger
General Electric........................UK
Hanson............................................UK
Heidelberger Druck ..............Ger
Heidelberger Zement..........Ger
Hochtief........................................Ger
Holderbank Fin Glarus ........Swi
Imetal ................................................Fr
Imi ......................................................UK
Kvaerner ......................................Nor
Lafarge .............................................Fr
Lahmeyer aktiengesell ......Ger
Legrand ............................................Fr
Linde ...............................................Ger
Man ..................................................Ger
Mannesmann.............................Ger
Norsk Hydro ..............................Nor
Peninsular & Orient ................UK
Philips Electronics ..............Neth
Railtrack ........................................UK
Rexam .............................................UK
Rexel ..................................................Fr
RMC ...................................................UK
Rolls-Royce..................................UK
Rwe..................................................Ger
SKF ..................................................Swe
Sandvik.........................................Swe
Scancem......................................Swe
Schneider........................................Fr
Sidel....................................................Fr
Siebe ................................................UK
Siemens ........................................Ger
Skanska........................................Swe
Smiths Industries ....................UK
Smurfit ............................................Ire
Stagecoach ..................................UK
Suez Lyonnaise Des E.............Fr
Thyssen .........................................Ger
Ti .........................................................UK
Va Technologie.........................Ger
Valenciana De Cem Port....Por
Veba.................................................Ger
Viag..................................................Ger
Williams ..........................................UK

METRO
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63.0 7.2 -1.7 2.7
1436.0 164.2 8.1 1.2

758.0 86.7 6.5 3.2
421.0 48.1 3.4 3.7
254.0 29.0 -5.9 2.8
449.3 51.4 8.8 3.3

74.0 8.5 -5.1 1.8
1406.0 160.8 6.5 0.4
1201.0 137.3 5.4 2.1

546.0 62.4 12.7 2.6
1090.0 124.6 8.8 1.3

331.0 37.9 -2.2 2.3
790.5 90.4 3.0 4.9
159.0 18.2 2.6 1.3
927.0 106.0 3.9 3.0
277.5 31.7 11.2 -

2050.0 234.4 0.8 1.4
933.0 106.7 11.8 3.4
233.3 26.7 13.0 2.9
100.4 11.5 0.6 2.3
165.5 18.9 1.8 3.2
224.0 25.6 1.4 3.1
314.0 35.9 4.7 2.4
379.0 43.3 6.9 2.0
422.0 48.3 2.0 1.6

1258.0 143.9 7.4 1.2
111.7 12.8 -1.2 1.9
362.0 41.4 1.4 3.0
910.0 104.1 3.1 2.5

1.9 0.2 -3.6 2.3
811.5 92.8 -0.6 1.5
803.0 91.8 2.7 2.2
399.5 45.7 5.4 3.6
530.3 60.6 9.4 3.2

1763.0 201.6 5.9 1.7
3005.0 343.6 3.3 -

121.8 13.9 1.3 2.2
982.0 112.3 -1.0 2.0
352.3 40.3 -0.5 5.0

Audiofina......................................Lux
British Sky Broadcasting....UK
Canal Plus.......................................Fr
Carlton Communications....UK
Daily Mail&General .................UK
Elsevier.......................................Neth
Emap ................................................UK
Havas.................................................Fr
Mediaset ........................................Ita
Pearson ..........................................UK
Polygram ...................................Neth
Rank..................................................UK
Reed International .................UK
Reuters...........................................UK
Télévision Française TF1.......Fr
United News & Media ............UK
VNU ...............................................Neth
Wolters Kluwer ......................Neth
WPP ...................................................UK

1400.0 - - -
393.5 5.9 5.1 1.9

1283.0 19.4 9.8 2.3
427.3 6.4 3.7 3.6

2355.0 35.5 3.3 1.2
38.5 0.6 0.8 2.2

1106.0 16.7 1.3 1.5
474.9 7.2 7.0 2.7

10101.0 152.4 5.4 1.9
906.5 13.7 1.2 2.6
106.1 1.6 -1.4 0.9
338.5 5.1 0.6 6.6
714.5 10.8 2.0 2.4
616.5 9.3 -2.9 2.8
660.0 10.0 0.9 3.6
722.5 10.9 5.8 4.2

64.4 1.0 12.8 0.9
316.1 4.8 0.0 0.8
321.0 4.8 7.4 0.7

Adecco ...........................................Swi
Argos................................................UK
Asda ..................................................UK
Benetton ........................................Ita
Boots................................................UK
Burton .............................................UK

476.0 307.7 4.0 1.1
613.5 9.3 0.1 91.4
202.8 131.1 0.9 1.9

32086.0 484.1 5.0 1.5
914.5 13.8 0.9 2.9
151.3 2.3 - -
Alcatel Alsthom ..........................Fr
Ares-Serono ...............................Swi
ASM Lithography..................Neth
Baan..............................................Neth
British Aerospace....................UK
British Telecom .........................UK
Cable & Wireless.......................UK
Cap Gemini.....................................Fr
Dassault Aviation ......................Fr
Dassault...........................................Fr
Ericsson .......................................Swe
Getronics...................................Neth
Misys ................................................UK
Nokia................................................Fin
Novo-Nordisk ...........................Den
Oce.................................................Neth
Orange.............................................UK
Premier Farnell .........................UK
Sap ...................................................Ger
Sema.................................................UK
Sgs-Thomson ................................Fr
Telecel-Com Pessoai ..........Port
Thomson..........................................Fr
TIM........................................................It
Vodafone .......................................UK

ASM
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Carrefour........................................Fr
Casino Guichard Per...............Fr
Comptoirs ......................................Fr
Delhaize-le lion .......................Bel
Dixons..............................................UK
Great Universal .........................UK
Greenalls .......................................UK
Hagemeyer ..............................Neth
Hermes ............................................Fr
Karstadt........................................Ger
Kingfisher .....................................UK
Marks & Spencer ......................UK
Metro ..............................................Ger
Morrison ........................................UK
Next ..................................................UK
Pinault-Printemps.....................Fr
Safeway..........................................UK
Sainsbury ......................................UK
Tesco ................................................UK
Vendex Intl...............................Neth

3655.0 2362.9 5.6 1.1
371.0 239.8 2.5 1.8

3310.0 2139.9 7.8 1.1
2280.0 1474.0 0.0 1.6

545.0 8.2 -1.2 2.5
779.5 11.8 2.4 3.0
414.5 6.3 -0.1 5.0

95.0 61.4 1.7 1.4
477.0 7.2 3.7 0.8
647.0 9.8 4.3 2.2

1050.0 15.8 3.3 2.4
583.5 8.8 0.3 2.9

82.5 1.2 8.7 1.4
242.5 156.8 -2.8 0.9
829.0 12.5 0.4 2.4

3992.0 60.2 2.1 1.2
361.0 233.4 -3.9 4.9
464.5 300.3 2.0 3.3
518.3 335.0 -0.5 2.6
128.9 1.9 4.7 1.6

792.0 119.5 4.6 1.9
2200.0 331.9 -3.9 0.3

188.8 28.5 18.1 -
92.5 14.0 0.5 -

1910.0 288.1 1.6 1.3
612.8 92.4 2.3 4.0
663.5 100.1 0.4 2.0
700.0 105.6 14.6 0.4

1550.0 233.8 8.9 3.0
246.0 37.1 17.1 0.5
364.0 54.9 3.3 1.0

81.3 12.3 2.9 0.4
2675.0 403.5 9.1 0.6

551.5 83.2 4.6 1.4
1035.0 156.1 -1.3 0.6

275.7 41.6 6.9 1.3
345.3 52.1 -2.4 -
393.5 0.8 3.1 4.0
690.0 104.1 7.6 0.4

1960.0 295.7 2.6 0.5
466.8 70.4 9.0 -

24760.0 3735.1 2.5 -
210.0 31.7 -0.9 2.0

8319.0 1254.9 1.2 0.6
544.3 82.1 3.6 1.2

7100.0 42.4 14.5 1.3
842.5 5.0 -0.8 5.3

80.0 0.5 20.3 1.8
304.0 1.8 -5.6 3.5
447.5 2.7 -0.2 3.9
108.5 0.6 7.6 -

36.7 0.2 1.5 4.7
11787.0 70.4 1.3 1.7

9090.0 54.3 -0.8 5.2
3984.0 23.8 1.4 3.1

550.0 3.3 0.0 1.5
3400.0 20.3 1.5 2.1

778.5 4.7 0.7 2.2
295.1 1.8 4.8 -

6840.0 40.9 -2.6 1.0
5600.0 33.5 1.9 2.9

936.5 5.6 -1.9 6.1
2225.0 13.3 1.1 3.2
6915.0 41.3 -0.9 1.9

103.0 0.6 9.8 2.9
343.0 2.0 8.2 4.9
630.5 3.8 -2.1 5.6
496.0 - -1.2 2.3

1342.5 8.0 -2.2 1.2
9730.0 58.1 2.2 1.4
6480.0 38.7 4.7 2.5

849.0 5.1 0.1 3.9
546.5 3.3 -3.0 4.2
518.0 3.1 0.3 4.6
932.0 5.6 0.1 5.2

1480.0 8.8 5.3 3.4
902.5 5.4 0.1 5.3
513.3 3.1 -9.2 5.4
210.0 1.3 0.0 2.0
448.0 2.7 -2.0 3.8

12319.0 73.6 0.6 1.1
5290.0 31.6 6.4 1.8

888.5 5.3 1.6 5.0
3845.0 23.0 3.1 2.7
1910.0 11.4 11.0 2.9

819.5 4.9 1.4 5.9
610.0 3.6 -1.6 2.2
511.5 3.06 4.2 4.7

Technology

Aguas De Barcelona.............Spa
Anglian Water.............................UK
Berliner Kraft Und Licht ....Ger
BG.......................................................UK
British Energy ............................UK
Centrica..........................................UK
Deutsche Telekom .................Ger
Edison.................................................It
Electrabel.....................................Bel
Electricidade De Port ........Port
Elektrowatt.................................Swi
Endesa...........................................Spa
Energy .............................................UK
France Telecom...........................Fr
Gas Natural ................................Spa
Hellenic Tel....................................Gr
Hyder ...............................................UK
Iberdrola ......................................Spa
Italgas..............................................Ita
Koninklijke PTT Ned ...........Neth
National Grid...............................UK
National Power .........................UK
Neckarwerke Stuttgart......Ger
Oest Elektrizatswirt.............Aus
Portugal Telecomister.......Port
Powerfin........................................Bel
Powergen ......................................UK
Scottish Hydro-Electric.......UK
Scottish Power ..........................UK
Severn Trent................................UK
Sevillana De Electric ...........Spa
South West Water ....................UK
Southern Electric ....................UK
Sydkraft .......................................Swe
Tele Danmark ...........................Den
Telecom Italia .............................Ita
Telefonica De España..........Spa
Thames Water ............................UK
Tractebel.......................................Bel
Union Electrica Fenosa......Spa
United Utilities ..........................UK
Vew ..................................................Ger
Yorkshire Water ........................UK
The European 500 lists Europe’s
top companies, ranked by market
capitalisation and divided by indus-
try sector. It has several unique
features. The index is priced in
ecus as well as in local currencies
(we will report prices converted
into euros when the new currency
is launched). In coming weeks, The
European 500 index will be avail-
able in real time on Bloomberg
screens. We will also be adding sec-
tor-by-sector movement graphs. 
The European 500 is edited 
by Melanie Bien

T H E  E U R O P E A N  5 0 0

Aus Austria
Bel Belgium
Den Denmark
Fin Finland
Fr France
Ger Germany

Gr Greece
Ire Ireland
Ita Italy
Lux Luxembourg
Neth Netherlands
Nor Norway

Port Portugal
Spa Spain
Swe Sweden
Swi Switzerland
UK United 

Kingdom

KEY

SOURCE: Bloomberg The information is derived from sources
believed to be accurate but neither The European nor Bloomberg
warrant that the information is accurate or complete and it should
not be relied upon as such; nor do they accept any responsibility for
errors, inaccuracies, omissions or any inconsistencies therein
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A LOT of good bargains ahead
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MANY BRITISH strategists’ sights
are trained several weeks down
the line when the engineering
sector starts to report. An early
taster will be provided next week,
however, when Rolls-Royce
announces year-end results. 

“The stock has been weak and
has been trading at a big discount
to market,” says one strategist.
“But as long as the figures are
okay and Asia is not a disaster it
could have a good run.” Rolls-
Royce was up six per cent on 27
February indicating that people
may feel that the bad news is all
in the market. “If I were a direc-
tor at a British engineering com-
pany, I would put in as much bad
as possible now to make com-
parisons look better later,” says
Kevin Gardiner, vice-president at
Morgan Stanley in London.

Two big insurers, Halifax and
Royal Sun Alliance, report this
week, following the £14 billion
($23bn) Commercial Union/Gen-
eral Accident deal announced on
Thursday 26. The merger frenzy
that has been triggered by the
CU/GA announcement will hit the
sector and speculative price hikes
are anticipated. 

Merrill Lynch forecasts Halifax
profits in the region of £1.6bn.
The company’s stock has been
held back by fears over spending
plans and the market would wel-
come a share buyback. The focus
for Royal Sun Alliance will be, not
surprisingly, on consolidation.
Analysts expect the company to
announce a tie-up within the next
year, probably with a strong Euro-
pean bias. Another five per cent
share buyback is also anticipated.

At the macro level, strategists
expect another interest rate hike
– if not this week then the week
after –  of the order of 0.25 per
cent. This will have a short-term
impact on the market.

SHARE TRADERS in Germany
are looking forward to a quiet
week after more than a month
of seemingly unstoppable price
rises. Although the Bundesbank
council is scheduled to meet on
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3 March, the market is expect-
ing no change in interest rates.
The only major company
announcing results this week is
sportswear producer Adidas,
which is due to hold presenta-
tions for analysts on 5 March. 

In the short run, domestic
political events may influence
the market more than funda-
mentals. On 2 March, the SPD
will pick a leader for federal elec-
tions later this year, while local
elections will be held in Lower
Saxony mid-week.

Although the market is up
more than 10 per cent since mid-
January, analysts now believe
that recent fears of a market col-
lapse as a result of a decline in
earnings can be discounted. Ear-
lier this year, by contrast, some
traders speculated that German
exporters would inevitably suf-
fer earnings declines as a result
of the meltdown in Asia this year.

But results  from engineering
group MAN torpedoed that
theory. Its net profit more than
doubled to DM185 million
($102m), with management
declaring that it had been unaf-
fected by events in Asia.

Buoyed by similar indications
from other engineering groups,
traders expect investors’ focus
to shift to manufacturing indus-
try over the next couple of
weeks.

“Bid rumours in the banking
and insurance sector have pro-
pelled the market as a whole so
far this year,” said one analyst.
“Industrial companies are now
looking undervalued in com-
parison.”

This enthusiasm for industrial
stocks has also been fuelled by
recent macro economic figures. 

THE DOW JONES continues its
strong form, hitting all-time highs
of 8,457 and 8,490 on 25 and 26
February. However,  fourth
quarter GDP revisions revealing
that growth is not as firm as had
been hoped could hit market
sentiment.

Trade figures previously
reported showed growth of 4.3
per cent, but the revisions show
the actual figure to be 3.9 per
cent. This is unlikely to have any
sharp impact on the index. “As
long as bond yields are well-
behaved then things should be
OK,” says  one strategist. “But
performance won’t be anything
like as spectacular as it has been.”

Richard Gray at Bank of Amer-
ica in London disagrees. “The
market will go up,” he predicts.
RCH 1998
Tokyo
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“There have been a lot of nerves
in the market, about supply more
than anything else, and a lot of
these factors get laid to rest by
these figures.” Gray contends
that the data show that there was
strong growth in the fourth quar-
ter, but that it is all in inventory,
and so will feed through to the
first quarter figures.

There seems little let-up in the
unprecedented liquidity flows into
the market, particularly from the
mutual funds. On 27 February
S&P Futures were up 1.9 points
at 1,054 – a premium of 2.87
points to the cash index.

If there are any surprises this
week, they will come from
employment figures due out on
6 March. The consensus is for 4.6
per cent unemployment, non-
farm payrolls of 250,000 and
average hourly earnings of 0.4
per cent. Goldman Sachs sup-
ports the 250,000  figure, but
Gray at Bank of America is
expecting a lower figure:
“200,000 would be bond posi-
tive and good for the Dow Jones,
but 0.4 per cent plays straight
into Greenspan’s problem – the
tightness of the labour market.”

SPECULATION surrounding a
stimulus package from the 
Liberal Democratic Party (LDP)
has been circulating for so long
that it is hard to attribute any
rise in the Nikkei to it.

However, the market was up
330 points on 27 February,
despite the release of poorer-
than-expected industrial figures.
Industrial production was up 2.9
per cent month-on-month ver-
sus a consensus of more than
3.1 per cent.

But some sort of concrete
announcement on a stimulus
package is anticipated after 12
March (when the main fiscal
1998 budget is announced) and
before year end. Indeed, after
close of play on 27 February
many investors piled into the
futures market, which reached
17,500 against an index figure
of 15,830. This impetus is
expected to carry through to
next week, but it is not thought
to amount to a rise of more than
200 to 300 points. 

“The government has no
choice but to release details of
some sort of stimulus package
towards the end of March, espe-
cially with the United States
breathing down their necks,”
says one strategist. But the LDP
is prohibited by law from mak-
ing any comment about any
Paris
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such a package until after the
budget, and must therefore con-
tent itself with releasing infor-
mation that it believes the
market wants to hear. 

Government officials must be
hoping that the proposal – also
announced on Friday 27 – to cut
the marginal rate of income tax
from 65 per cent to 50 per cent
will do the trick for the time
being. “[The LDP] does not want
to let any significant market
slump happen before year end,”
says Neil Williams, a strategist
at Goldman Sachs in
London.

THE PARIS stock exchange  CAC-
40 index is on the up and up, con-
tinuing to reach record highs on
a daily basis. Last week saw the
blue chip index rise by a stag-
gering 136 points, or four per cent.
Such an upward surge could per-
sist  for at least six months  before
a fall, according to the more bull-
ish French analysts.

The bears say this is an unre-
alistic situation and that the mar-
ket is bound to overheat within
the next few weeks unless
investors  see reason. Some
profit-taking is expected to start
this week but the general feeling
is that the index is going to con-
tinue to spiral upwards.

The reasons behind Paris’s
good performance – the Euro-
pean rally aside – are healthy
year-end results, more positive
economic news and the stronger
dollar. Together, these factors
drove the the CAC-40 above the
3,400 mark last week. Economic
Milan
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data released on 27 February
shows consumer spending up on
last year’s levels, with savings
expanding.

Among the best performers
was Cap Gemini, which reports
year-end figures this week. Cap
Gemini’s stock rose to almost
Ffr700 ($115) a share on the back
of increased confidence in the
computer sector. Technology
stocks have benefited from
expanding business opportuni-
ties, courtesy of the much-hyped
millennium bug and conversion
to the euro.

Merger speculation continued
to buoy drug stocks, despite the
collapse of merger plans
betweeen Glaxo Wellcome and
SmithKline Beecham, and the
announcement from Sanofi’s par-
ent, Elf Aquitaine, that the search
for a partner was not of primary
importance for the firm. Rhône-
Poulenc, Sanofi and L’Oréal’s
drug’s arm, Synthélabo, were all
amongst Paris’s best performers.

THE ITALIAN stockmarket is
expected to rally gently this
week in the optimism created
by the country’s success at
meeting the Maastricht criteria.
Rumours are expected to fuel
another rise in stock prices, fol-
lowing a mini-rally last week that
took the MIBTEL index close to
its all-time high of 19,868. 

Rumours have resurfaced of
a series of mergers and acqui-
sitions in the financial services
sector. One mooted merger is
between Credito Italiano, Banca
di Roma and insurance group
Madrid
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Generali – a deal reportedly
being put together by Italian
merchant bank Mediobanca.
Insurer INA is also linked with
reorganisation at Banca di
Napoli. To date, the only recent
merger in the banking sector
has been that between Istituto
Bancario San Paolo di Torino and
IMI announced in January.

Although rumours, more than
fundamentals, have been buoy-
ing the market, Italian analysts
maintain that last week’s eco-
nomic statistics help justify the
rise in prices.  With Italy now cer-
tain to join EMU in the first wave,
the country’s interest rates
should continue falling, stimu-
lating the economy and fuelling
growth for equities. “Rates could
fall another two per cent this
year,” says one analyst in Milan.

According to one economist,
the Italian economy should pick
up sharply this year, with GDP
growth rising from 1.5 per cent
to 2.5 per cent. “Exporters will
be the biggest beneficiaries,
because the lira is so weak,” he
says. Leading industrials such
as Fiat and tyre maker Pirelli
could be among the greatest
beneficiaries of a pickup in
growth. However, as elsewhere
in Europe, analysts await the
reporting season to see whether
companies have yet enjoyed the
effects of economic recovery.

SOURCE: DATASTREAM, BLOOMBERG

IN THE ABSENCE of any key eco-
nomic data, Madrid will be spend-
ing this week digesting a flurry
of figures released last week, in
addition to those out on 2 March,
Zürich
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as companies rush to beat the 2
March deadline imposed by
CNMV, the stock exchange com-
mission, for reporting full-year
earnings for 1997. 

Among them, Tabacalera, the
52 per cent state-owned tobacco
group, is expected to show it is in
better health than many of the
consumers that keep it in busi-
ness. The stock has risen strongly
during the past year and espe-
cially during the past two months.
The consensus for net profits is
around Pts18.6bn ($121m), more
than 50 per cent up on last year.
Such expectations will already
have been keyed into the price.
But Tabacalera’s dynamic chair-
man, Cesar Alierta, is likely to
have kept some more good news
up his sleeve, as he tries to ramp
the stock ahead of the govern-
ment’s sale of its final tranche in
the next couple of months. 

Oil and gas company Cepsa,
hotel management group Sol
Meliá, zinc producer Asturiana
de Zinc and builders Acciona and
Fomento de Construcciones will
also disclose the colour of the ink
on their books. 

The power utilities, which were
granted an extension request by
the CNMV, won’t be reporting this
week. They have until 31 March
to adapt to new electricity regu-
lations and the resultant account-
ing problems before releasing
results.

The frenetic pace of activity in
the banking sector continued,
forcing the MADX to new peaks.
It closed the week at 773.

There were impressive show-
ings from other stocks including
fast-food company Tele Pizza,
also releasing results on Monday
2 which, at one point on Friday
28, was up 14 per cent. 

THE SWISS market is expected
to edge further forward this
week, supported by other Euro-
pean markets and consolidat-
ing gains following the peaceful
resolution of the Iraqi crisis. Ana-
lysts believe the market could
continue to rise, even though
the Zürich stock exchange SPI
index ended last week at a
record high of 4,423.

Towards the end of the week
the market was bolstered by
strong results from SAir, the
parent of Swissair. It recorded a
profit in 1997 for the first time
for three years and will also be
paying a dividend for the first
time for five years.

By contrast, sectors that have
supported the rally over the past
Moscow
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two weeks, especially banks and
insurers, look set to weaken as
bid speculation evaporates (see
page 55). 

Insurer Baloise was one of the
weaker stocks last week after
rumours that it was going to be
taken over came to nothing.

The pharmaceuticals sector
is expected to be volatile in the
aftermath of the uncertainty
surrounding the Glaxo/Smith-
Kline merger. Analysts will be
following Roche’s planned acqui-
sition of Corange, an American
holding company, which has
received US regulatory approval. 

Meanwhile, analysts report
that demand for equities
remains strong. “Institutional
liquidity is great,” says an ana-
lyst in London. “With interest
rates so low the debt market is
not attractive. That flow of funds
ensures that there is always
upward pressure on the market.
It would take a major shock like
the outbreak of war in the Gulf
to make investors transfer their
funds in cash.” He foresees the
SPI index breaching the 4,500
barrier this week.

THE MOSCOW market opens on
mixed signals this week, with
good news on interest rates likely
to be tempered by political and
economic  uncertainty. The Russ-
ian central bank is due to lower
its key Lombard and refinancing
rates on 2 March from 39 per cent
to 36 per cent, which will send
bullish signals to the
market.

But this bullishness could dis-
sipate if oil prices fall further.
Crude oil prices slipped back last
week as the threat of military
action in Iraq receded, for the
moment at least. This hit some
major oil firms, including Sibneft,
which slipped back three per cent.
However, news that Fitch IBCA
has given Sibneft a credit rating
should boost the stock this week.

There could be some bad news
from the rating agencies. Dele-
gations from Fitch IBCA and
Moody’s were in Moscow last
week and both have hinted that
they could downgrade Russian
debt. An announcement is
expected in the next few days. 

On 4 March, the Duma will vote
on the government’s draft 1998
budget. The prime minister, Vic-
tor Chernomyrdin, has urged
President Boris Yeltsin to veto
the budget if it is passed (as is
likely) without a crucial amend-
ment cutting government spend-
ing. Continuing uncertainty over
Amsterdam
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the budget, as well as Yeltsin’s
threat to sack three (as yet
unnamed) cabinet ministers, is
likely unsettle the market. High-
level ministers, such as Anatoly
Chubais and Boris Nemtsov, are
not thought to be in danger of
losing their positions.

Foreign investors were given
some cheer by Vladimir Potanin,
the influential head of Onexim-
bank, who attacked Russia’s poor
corporate governance record in
an interview given last week.

Cath Blackledge, Louise
Bowman, Gavin Gray,

Paula Hawkins, Nicholas Moss

THE DUTCH stock to watch in
this week is ASM Lithography
(ASML), a semi-conductor man-
ufacturer. ASML has received a
major new order from Samsung,
allaying fears that the com-
pany’s earnings would be seri-
ously damaged by the Asian
crisis. The company had warned
earlier this year that its orders
could fall by up to 50 per cent
as a result of East Asia’s mar-
ket crash.

A number of other large firms
are due to report this week,
including Royal Gist Brocades,
the antibiotics manufacturer
which is the target of a friendly
takeover by DSM. Its 1997
results are expected on 5 March,
when analysts forecast it will
report net profits down six per
cent on 1996 figures, at Nfl 149m
($72.9m). Results are also
expect from Alpinvest and
Hunter Douglas, which is
expected to show profits up
more than 22 per cent, accord-
ing to ING Barings.

Analysts are uncertain about
the outlook for the Dutch mar-
ket. It has performed spectac-
ularly well since the beginning
of 1998, rising 17 per cent. This
makes it the second-biggest
percentage gainer in Europe,
after Spain. This has led some
analysts to advise caution.
Although economic fundamen-
tals continue to look encourag-
ing, some stocks are becoming
too expensive. The best value is
to be found in the technology
and financial services sectors. 

In other corporate news,
Hagemeyer, the Dutch trading
company, announced its inten-
tion to sell 39.7 per cent of its
shares, which are worth an esti-
mated $1.6bn. Hagemeyer dis-
tributes a wide range of goods
including such brands as Rolex,
Chanel and Givenchy.
% change % change 12 month 12 monthLatest
Week ago Year ago High Low

Amsterdam AEX
Athens General
Brussels Bel-20
Budapest BTI
Copenhagen Stock Market
Dublin Ireland SE
Frankfurt Dax
Helsinki Hex
London FTSE 100
Madrid Madrid SE
Milan Mibtel
Oslo OBX
Paris CAC-40
Prague Stock Market
Stockholm Affarsvarlden
Vienna Credit Aktien
Warsaw WIG-20
Zürich SPI
New York Dow Jones
Tokyo Nikkei
Hong Kong Hang Seng

1070.3 5.0 43.3 1070.3 702.1
1419.2 -0.6 3.8 1794.1 1206.5
2746.3 2.5 27.9 2746.3 2077.9
8170.3 2.9 45.8 8483.8 4992.4

695.5 -0.1 30.3 708.1 520.5
5005.0 3.7 23.5 5017.2 2923.6
4709.8 2.3 43.7 4709.8 3215.2
4124.5 3.9 41.3 4124.5 2734.4
5767.3 0.3 32.9 5767.3 4214.6

772.6 4.2 64.6 772.6 461.7
19890.0 3.1 66.7 19932.0 11551.0

685.2 1.7 1.3 758.5 566.0
3421.9 4.9 30.1 3421.9 2514.5

477.4 1.9 -3.6 613.6 452.4
3329.4 2.0 23.0 3329.4 2610.5

497.9 6.6 22.0 497.9 392.8
1817.4 2.6 0.7 1817.4 1312.9
4426.1 2.3 54.2 4426.1 2828.7
8550.5 1.6 23.5 8550.5 6391.7

16831.7 0.5 -11.5 20681.1 14664.4
11480.7 8.3 -15.3 16673.3 8121.1

MARKET INDEX

S T O C K M A R K E T S
S E L L- O F F S

130

135

125

120

115

110

105

100

95
Jan97 Feb FebMar Apr May Jun Jul Aug Sep Oct Nov Dec Jan98

Source: Datastream

THE EUROPEAN PRIVATISATION INDEX

January 1997= 100

Index measured in synthetic euros (1.10 synthetic euros to the dollar)
THE POLISH government is
stepping up its privatisation
programme, planning to sell
62 state-owned companies
over the next 18 months. Bank
Pekao, the country’s largest
commercial bank, a 15 per cent
stake in telecom company
TPSA, and the airline Polskie
Linie Lotnicze (LOT) are all on
the government’s list.

A history of widespread
suspicion of privatisation in
the early 1990s accounts for
the snail’s pace of the pro-
gramme in the past. East Euro-
pean countries are now
showing real progress after
years of transition. Poland is
one of the most attractive
prospects, keen to get its econ-
omy in shape to meet its goal
of entering the European Union
by 2005.

These public sector com-
panies were all earmarked for
sale under the previous gov-
ernment but the new timetable
is much shorter. Since the gov-
ernment took office on 31
October last year, seven
companies have been sold, rais-
ing 1.3 billion zloty ($365.2 mil-
lion). Its predecessor sold five
companies for 82 million zloty
over the same period the previ-
ous year.

There are some difficulties
ahead. Fears are rising over the
current account deficit – 1.9 per
cent last year with a target of
1.5 per cent this year – as it
threatens to constrain Poland’s
strong growth rates (six per cent
GDP growth forecast this year).
The privatisations are part of
government plans to discipline
wage policy, essential to reduc-
ing spending. 

LOT’s on-off privatisation
seems to be on again. The com-
pany is expected to go ahead
with its strategic privatisation
mid-year, but is understood to
have changed its mind on the
listing. Interest from potential
lead managers in the sale is
muted, with one large US invest-
ment bank which had been inter-
ested in the deal in the past now
more interested in representing
the buyer rather than the seller. 
2-8 MARCH
But while there are plenty
of attractive opportunities for
investors, some companies are
more worthy than others. The
coal mining and steel sectors,
for example, are generating
losses at the rate of $500 mil-
lion a year. The government
still has to decide whether
these sectors should restruc-
ture first, as Britain did with
its steel sector, or sell them
straight away. 

The government is not being
complacent; it plans to
increase the efficiency of state
companies before they are
turned into private ones. A
team has been set up to mon-
itor the spending of compa-
nies that are major state
debtors. Leszek Balcerowicz,
deputy prime minister and
finance minister, has also
promised to speed up and sim-
plify sale procedures.

Meanwhile, the sale of
insurer PZU is being delayed
as the government looks for a
foreign investor.
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Bond markets look for national identity
S O V E R E I G N  I S S U E S

The market
will demand
a premium
for AA credit
countries,
but it will be
modest

6

C U R R E N C I E S

Good news for dollar as yen left to struggle
F O R E C A S T

Sterling is
overvalued
and the
trade
position 
is set to
deteriorate
HE switch to a single
currency signals a funda-
mental shift in Europe’s
sovereign bond markets.
Countries will find it more

and more difficult to distinguish
themselves when they go to the mar-
kets to borrow and there are signs that
some states remain unprepared for
the task of differentiating their issues
from next year.

The importance of distinguishing
national issues is heightened by the
unique market opportunity which pre-
sents itself from the drying up of US
sovereign issues. The balanced bud-
get proposals on the other side of the
Atlantic will halt the steady supply of
US Treasury issues and lead to
negative net issuance.

Annual net issuance by the 11 states
in the euro area looks set to remain
around the $160 billion level over the
next two years. The largest eurobond
issuers over the past three years –
notably Italy and France which still
have structural deficits to finance –
will continue to come to market but
they will have to compete with a
broader array of corporate and emerg-
ing market issuance. Hence, they have
to adopt a marketing and pricing
strategy to ensure the issues take off.

In theory, economic and monetary
union will virtually remove any cur-
rency risk associated with crossborder
transactions in the euro area.
Inevitably, this will mean that the par-
ticipating governments’ debt markets
will be treated more like one individ-
ual eurobond market. Investors’ atti-
tude to asset allocation in these
markets will shift. Under current actu-
arial rules, European pension fund
managers can invest only a certain
percentage of their assets in foreign
currencies. Following monetary union
these rules are unlikely to apply to the
countries participating in the single

T
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currency area. International bond
benchmark indices may also change
as well.

Current individual country weight-
ings in the countries scheduled to join
in the first round are likely to be com-
bined to a single euro area weight.
Both changes suggest that it will be
more difficult for an individual coun-
try to rely on natural investors to buy
their bonds. For example, an inter-
national bond fund manager may
decide that he or she wants to main-
tain a “neutral” position in the euro
area markets (ie holding something
like 29 per cent of their total portfolio).
Instead of maintaining individual
country weights, the investor may
decide to put all the holdings in Ital-
ian government bonds instead of any
of the other European government
bond markets which were included in
the index previously. 

Conversely, they may decide to hold
it all in German government bonds.
Either way, these investors are unlikely
to be required to hold individual coun-
try names within the euro area any
longer. Changes in the futures and
swaps market, as well as the way in
which the new central bank allocates
liquidity, also suggest that, no matter
how you look at it, competition
between the government issuers in
the euro area looks set to increase as
a result of the move to EMU.

As long as markets are convinced
that EMU will hold together once
introduced, credit ratings and liquid-
ity will be the only factors differenti-
ating euro area government bond
debt. In terms of credit spread from 
1 January next year, it is our view that,
although the market will demand
some sort of premium for a AA credit
versus AAA, this yield pickup will be
quite modest, around a maximum of
15 basis points on our estimates. Var-
ious factors suggest that this spread
could be even lower. We think liquid-
ity differences existing in the govern-
8

ment bond markets will be insignifi-
cant in terms of yield differences. 

In addition to credit and liquidity
issues, it is our view that investors
should at least keep in mind what the
implications would be should mar-
kets call into question the viability of
the EMU project as a whole or if it
looks like one or more countries might
have to leave the single currency. 

Pricing in some sort of breakup pre-
mium to bond issues would become
necessary in such an event. Quanti-
fying this breakup yield premium is
not easy, but gets down to two things.
First, the probability of breakup or
secession; second, the speed at which
the country in question has converged. 

The bottom line is that the breakup
premium will not be as significant in
those markets where economic con-
vergence has been maintained over a
period of time. This is true even if the
probability of breakup is high, but will
be a major consideration for those
countries where convergence has
come rapidly. Spain, Portugal and Italy
still fall into the latter category. At pre-
sent, this is not really an issue for
investors, with the probability of
breakup or secession so low.

This is not only good news for the
European corporate bond market; it
is also good news for those involved
with European bond markets gener-
ally. Although a further adjustment in
the valuation of euro area bond mar-
kets relative to the US may be neces-
sary to compensate for EMU risk in
the next year or two, the outright
demand for euro assets looks likely to
be strong. 

As well as readying themselves for
EMU by striving to meet the Maas-
tricht convergence criteria, potential
participant governments have been
preparing for the single currency in
the capital markets as well. By and
large, they are preparing to compete
with each other by doing the obvious,
such as harmonising market
M A R K E T  P R E V I E W
conventions, increasing the liquidity
in their markets and generally improv-
ing price transparency. The range of
products that a sovereign issuer pro-
vides to potential investors will also
be a critical factor post-EMU. This is
true not only as a means to compete
with government bond markets across
the globe, but also as a means to com-
pete within the single currency bloc. 

The French government has been
the clear leader when it comes to prod-
uct innovation, the first country of the
four major European borrowers –
France, Germany, Italy and Spain – to
introduce strips and index-linked secu-
rities. Within the last year, Germany
and Spain have followed France’s lead
by introducing strips markets. Italy is
expected to do the same at some point. 

Another way governments are
preparing for EMU is by effectively
borrowing in the single currency mar-
ket ahead of time. This is achieved by
issuing ecu bonds which become fully
fungible with other outstanding
government issues after the single
currency is introduced and all
government debt becomes denomi-
nated in euros. 

Recent landmark Spanish and Ital-
ian euro government issues are a good
examples of how this sort of borrow-
ing strategy can help these countries
to compete. The Spanish govern-
ment’s 30-year issue is now becom-
ing known as the benchmark issue in
30-year euros.

The supply of euro area government
paper does not look set to dry up and
should remain steady for the next cou-
ple of years compared to the negative
net issuance we will see in the US.
Over the longer term, however, gov-
ernments in Europe should not find it
too difficult to find homes for their
bond issues even if these issuance
figures remain steady, so long as they
diversify.
The author is a director at Barclays
Capital Group in London
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INTERNATIONAL debt mar-
kets are slowly regaining the
momentum they lost last
autumn with issues expected
this week from several bor-
rowers that have been effec-
tively barred from the markets
for more than three months.

That applies to emerging
market issuers as an entire
asset class. This week Colom-
bia is planning to issue in lire
for the first time in a transac-
tion to be arranged by Chase
and JP Morgan. It will be one
of the first international bond
issues out of Latin America
this year.

Italian investors have been
among the most accommo-
dating for Latin American bor-
rowers and the deal is expected
to be highly successful. Colom-
bia has one of the best credit
ratings in its region, ahead of
Mexico and Argentina.
A handful of issues is also in
preparation from eastern
Europe. But borrowers from
that region are realising that
even if they once more have
access to the euromarkets, it
is at a much higher cost than
before the meltdown. 

That became clear last week
when the Ukrainian govern-
ment launched its first true
eurobond. The DM750 million
($414m) issue was highly suc-
cessful, but the government
paid a 16 per cent interest rate
for the three-year funds. 

Croatia is another potential
issuer from the east European
region. It is considering rais-
ing funds in yen or pesetas this
month. However, there seems
little chance of Asian issuers
returning to the euromarkets
in the near future. Many of the
huge number of issues planned
out of Russia will remain on
hold for the foreseeable future
– at least until the uncertainty
over its international credit
rating is removed.

And one of the most impor-
tant trends in the Euromarkets
remains investors’ strong
desire for large, liquid deals -
as evidenced by the over-
whelming demand for Italy’s
Ecu4bn ($3.67bn) transaction.
The European Investment
Bank will be conducting road-
shows this week for its contri-
bution to the expansion to the
market for debt in euros. 

Its deal will be a global bond,
rather than a eurobond, which
means that underwriters will
be able to distribute debt
directly into US at the primary
stage. The Luxembourg-based
supranational hopes its
Ecu2bn issue will spark
increased demand for euros
outside Europe.
Avinash Persaud

VER THE past fortnight
a number of obstacles
standing in the path of
the dollar have been
removed, clearing the

way for a rally against the yen to 134.5
and against the deutschmark to 1.85
in the spring.

Since the beginning of the year, the
dollar has been held back against the
yen by speculation that the Japanese
government would unveil a package
that would revive the economy and
that this package would be followed
and supported by concerted G8 inter-
vention to support an ailing yen. These
initiatives are failing to materialise
and, over time, the market has become
more confident that a stimulus pack-
age and G8 intervention are unlikely
in the foreseeable future.

It is increasingly clear, both from
recent officials’ statements and from
government inaction, that the Japan-
ese government is too worried over
the size of the fiscal deficit – approach-
ing four per cent of GDP – to support
a sizable tax cut either during this
fiscal year or the next. The absence of
a tax cut in the last fiscal package was
not an issue of timing but a matter of
principle.

It is also clear from last weekend’s
G8 communiqué and the tone of sub-
sequent press conferences that this
position does not receive much sup-
port from Japan’s G8 partners. The
US Treasury Secretary, Robert Rubin,
was adamant that Japan should
undertake more stimulative measures
to boost both the Japanese economy
and the beleaguered economies of the
Asian region. If G8 finance ministers
believe Japan is not doing enough to
help itself, they will not be inclined to
offer intervention support. The Amer-
ican Treasury will only intervene to
bring the dollar lower when it is also
in the interests of the US and currently,
given pent-up inflationary pressures,
it is a strong dollar, not a weak one,
which is in the best interests of

O

America. The timing of the dollar’s
rally versus the yen will be determined
by the strong seasonal capital flows
related to fiscal year-end later this
month. Traditionally, Japanese finan-
cial companies repatriate financial
assets back into yen in order to flatter
their closing balance sheets. In March
1997, for example, Japanese selling
of overseas assets amounted to ¥780.3
billion.

As a result of this flow, the yen could
strengthen again in the final weeks of
March. This effect will be temporary
and could be more muted than in
previous years. Normally repatriation
is greater when financial companies
are trying to mask investment losses.
However, the depreciation of the yen
and the strength of the domestic bond
market over the past year suggests
that these losses are not as great as in
previous years. Moreover, while the
inflow may be more muted, the sub-
sequent outflow may be larger than
normal as retail investors join the insti-
tutions in the hunt for yield.

We forecast dollar/yen to revisit the
highs for the year –  ¥134.5 – between
the end of March and the summer.
The dollar’s strength will be seen first
through gains against the yen, which
will lead the American currency’s
charge higher. While the dollar is also
set to strengthen against the
deutschmark and the Swiss franc, the
outlook is more complex. Though
there appears to be little hope of an
early recovery in the Japanese
economy, there are signs of a gather-
ing economic recovery across Europe.
The current level of European interest
rates is unsustainably low if recovery
takes hold; the market will expect the
putative European Central Bank to be
keen to assert its authority and earn
credibility early through co-ordinated
rate rises.

Rising European money market
rates, a stable path to European
monetary union and a burgeoning
current account deficit in America,
will contribute to a significantly lower
dollar against European currencies
and the deutschmark at the end of 
the year – we look for DM1.65 by
December.

However, this picture looks distant
today, with the market concerned that
Asia’s coming economic slowdown
will harm Europe’s export-orientated
recovery. Over the next three months
the perception that America will main-
tain a 200 basis point rate differential
to Germany will buoy the dollar
towards the upper end of DM1.79-
1.85 and Sfr1.47-1.53 ranges.

The dollar’s strength against core
European currencies presents a
supportive background for sterling.
Britain boasts the highest level of inter-
est rates in G8 and is the only coun-
try in G8 – save for Canada – that is
likely to raise interest rates in the near
future. Indeed, the close vote in the
Bank of England’s monetary policy
committee to keep rates from rising
suggests the market is not fully pricing
in the risk of an early hike. We look
for sterling/deutschmark to rally
through DM3 in coming days and hold
its own against a strong dollar.
Certainly, sterling is overvalued on a
price competitiveness basis and the
trade position is set to deteriorate; but
currency weakness will come only
when rates have reached their peak.
We forecast sterling to start slipping
by the summer and to leave 1998
below DM2.80.

Finally, concern that an economic
slowdown in Asia will have global
repercussions, as well as fading
tensions between Iraq and America,
have helped oil prices lower, under-
mining the Norwegian krone and
prompting the Norwegian central
bank to firm money market rates on
26 February.

Although Norway’s oil reserve fund
– established in January 1997 –
should have loosened the relationship
between the krone and the oil price,
the link continues to remain strong.
If this relationship holds up, an oil
price below $14 per barrel should
push the krone downwards as far as
1997’s low against the deutschmark
of Nkr4.24.
The author is JP Morgan’s head 
of currency research
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REVERSING THE DECLINE — THE DOLLAR FIGHTS BACK

$/¥

THE SYNTHETIC euro has been developed to allow investors to calculate financial
data in euros ahead of the official introduction of the new currency next year.
Datastream/ICV’s rate is based on the current formula of the ecu, which is measured
against a basket of currencies, calculated by tracking the movement of these
currencies back to 1975. The Austrian schilling and Finnish markka have not been
included because the current ecu formula uses the likely list of “euro-in” countries.
From May, when currency rates between member states are fixed, a revised version
of the synthetic euro will be calculated based on these fixed rates and GDP weightings
of each country, including all “euro-in” countries.

T H E  S Y N T H E T I C  E U R O  R A T E

0.66 -7.09 0.74 0.65
6.66 1.61 6.68 6.53
1.99 2.25 1.99 1.93

1958.19 1.34 1961.31 1910.60
140.43 0.00 145.71 122.46

1.10 -4.75 1.17 1.05

CURRENCY LATEST % CHANGE ON A YR AGO HIGH LOW

British pound
French franc 
German mark
Italian lira
Japanese yen
US dollar
SOURCE: BZW

Albania Lek
Belarus Rouble
Bulgaria Lev
Croatia Kuna
Czech Rep Koruna
Estonia Kroon
Hungary Forint
Latvia Lat
Lithuania Litas
Macedonia Denar
Moldova Leu
Poland Zloty
Russia Rouble
Romania Leu
Slovakia Koruna
Slovenia Tolar
Ukraine Hryvna
Yugoslavia New Dinar

COUNTRY US$ DM UK£ Ffr Ecu
160.0 88.3 263.9 26.3 174.5

46200.0 25497.7 76188.6 7604.9 50394.9
1803.5 995.3 2974.2 296.9 1967.3

6.4 3.5 10.6 1.1 7.0
33.9 18.7 55.9 5.6 37.0
14.5 8.0 23.9 2.4 15.8

208.4 115.0 343.7 34.3 227.4
0.5 0.3 1.0 0.1 0.6
4.0 2.2 6.6 0.7 4.4

55.9 30.9 92.3 9.2 61.1
4.7 2.6 7.8 0.8 5.2
3.5 1.9 5.7 0.6 3.8

5999.0 3310.8 9892.9 987.5 6543.7
8100.0 4470.3 13357.7 1333.3 8835.5

34.9 19.2 57.6 5.8 38.1
170.7 94.2 281.5 28.1 186.2

2.0 1.1 3.4 0.3 2.2
4.9 2.7 8.0 0.8 5.3

E A S T  E U R O P E A N  C U R R E N C I E S
* Italian lira rates in the vertical column have been multiplied by 1,000 for clarity. Divide by 1,000 for actual figures. SOURCE: BZW

2 MARCH
1998
Austria Schilling
Belgium Franc
Denmark Krone
Germany Deutschmark
Netherlands Guilder
Finland Markka
France Franc
Greece Drachma
Ireland Punt
Italy Lira*
Norway Krone
Portugal Escudo
Spain Peseta
Sweden Krona
Switzerland Franc
UK Pound
US Dollar
Japan Yen
Canada Dollar
Europe Ecu

Aust Belg Dan Ger Neth Fin Fr Grec IR Ital Nor Port Spain Swe Swi UK US Jpn Can Eur
Sch Fr Kr Dm Fl Markka Fr Drach Punt Lira* Kr Esc Pts Kr Fr £ $ Yen $ Ecu

E U R O P E A N  C R O S S  R A T E S

- 0.341 1.846 7.035 6.243 2.318 2.098 0.044 17.43 7.140 1.683 0.069 0.083 1.591 8.681 21.02 12.75 0.101 8.963 13.91

2.934 - 5.415 20.64 18.32 6.801 6.155 0.130 51.13 20.95 4.937 0.202 0.244 4.666 25.47 61.67 37.39 0.296 26.30 40.82

0.542 0.185 - 3.811 3.382 1.256 1.137 0.024 9.442 3.868 0.912 0.037 0.045 0.862 4.703 11.39 6.905 0.055 4.857 7.537

0.142 0.048 0.262 - 0.887 0.329 0.298 0.006 2.477 1.015 0.239 0.010 0.012 0.226 1.234 2.988 1.812 0.014 1.274 1.978

0.160 0.055 0.296 1.127 - 0.371 0.336 0.007 2.791 1.144 0.270 0.011 0.013 0.255 1.391 3.367 2.042 0.016 1.436 2.229

0.431 0.147 0.796 3.035 2.694 - 0.905 0.019 7.519 3.080 0.726 0.030 0.036 0.686 3.745 9.069 5.499 0.043 3.868 6.003

0.477 0.162 0.880 3.353 2.976 1.105 - 0.021 8.306 3.403 0.802 0.033 0.040 0.758 4.138 10.02 6.075 0.048 4.273 6.631

22.52 7.675 41.56 158.4 140.6 52.19 47.24 - 392.4 160.8 37.89 1.547 1.870 35.82 195.5 473.3 287.0 2.270 201.8 313.3

0.057 0.020 0.106 0.404 0.358 0.133 0.120 0.003 - 0.410 0.097 0.004 0.005 0.091 0.498 1.206 0.731 0.006 0.514 0.798

140.1 47.74 258.5 985.3 874.4 324.6 293.9 6.220 2441 - 235.7 9.624 11.63 222.8 1216 2944 1785 14.12 1255 1949

0.594 0.203 1.097 4.180 3.710 1.377 1.247 0.026 10.36 4.243 - 0.041 0.049 0.945 5.159 12.49 7.574 0.060 5.327 8.237

14.55 4.961 26.86 102.4 90.85 33.73 30.53 0.646 253.6 103.9 24.49 - 1.208 23.15 126.3 305.9 185.5 1.467 130.5 202.5

12.04 4.105 22.23 84.72 75.19 27.91 25.27 0.535 209.9 85.99 20.27 0.828 - 19.16 104.6 253.2 153.5 1.214 108.0 167.6

0.629 0.214 1.160 4.422 3.925 1.457 1.319 0.028 10.96 4.489 1.058 0.043 0.052 - 5.458 13.21 8.013 0.063 5.636 8.746

0.115 0.039 0.213 0.810 0.719 0.267 0.242 0.005 2.007 0.822 0.194 0.008 0.010 0.183 - 2.421 1.468 0.012 1.033 1.603

0.048 0.016 0.088 0.335 0.297 0.110 0.100 0.002 0.829 0.340 0.080 0.003 0.004 0.076 0.413 - 0.606 0.005 0.426 0.662

0.078 0.027 0.145 0.552 0.490 0.182 0.165 0.003 1.367 0.560 0.132 0.005 0.007 0.125 0.681 1.649 - 0.008 0.703 1.091

9.919 3.381 18.31 69.78 61.93 22.99 20.81 0.441 172.9 70.82 16.69 0.682 0.824 15.78 86.11 208.5 126.4 - 88.93 137.9

0.112 0.038 0.206 0.785 0.696 0.259 0.234 0.005 1.944 0.796 0.188 0.008 0.009 0.177 0.968 2.345 1.422 0.011 - 1.55

0.072 0.025 0.133 0.506 0.449 0.167 0.151 0.003 1.253 0.514 0.121 0.005 0.006 0.114 0.624 1.512 0.917 0.007 0.645 -
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AFTER THE BINGE, THE BILL

Source: Bordeaux Index 
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F I N E  W I N E S

Don’t uncork that bottle: it’s worth a fortune

W

L E T T E R S
Letters to the Editor, The European, 200 Gray’s Inn Road, London WC1X 8NE, England. 

Fax: +(44) (0)171-713 1840. E-mail: letters@the-european.com 
Shorter letters are preferred. Letters may be edited for clarity

From tobacco
to cannabis?

Invasive ‘ParaSites’ undermine the Net

D R A W N  F R O M  E U R O P E
INE is no
longer just a
drink. It’s a
commodity,
offering the

potential to make millions
tax-free. The index repre-
sented in this graph consti-
tutes actual sale prices for a
basket of 23 top Bordeaux
châteaux from five vintages
(1982, 1985, 1986, 1990 and
1995). The individual
châteaux represent those
most actively traded and com-
prise the five Médoc first
growths –  Latour, Lafite, Mar-
gaux, Haut-Brion and Mou-
ton-Rothschild; the “super
seconds”, such as Leoville-Las-
Casses, Lynch-Bages, Pichon-
Lalande; and the top wines of
Pomerol and Saint-Emilion
such as Chateau Pétrus, Le Pin
and Lafleur.

The graph paints an accu-
rate picture of the wine mar-
ket in 1997. Steadily rising
prices virtually throughout
the year until October (with
2 THE EUROPEAN ■ 2-8 MA
September witnessing record
prices in the £7 million
[$11.2m] sale of an anony-
mous collector’s cellar at
Christie’s), followed by the
downturn in prices at the end
of the year attributable in part
to the uncertainty in the Asian
financial markets.

Plotted over a longer period
– anything from two years to
30 years – this downturn
RCH 1998
would be barely perceptible.
Wine has historically been the
most extraordinary invest-
ment, consistently out-
performing virtually all major
financial indices. 

It is characterised by con-
stantly increasing worldwide
demand and finite supply. The
top châteaux, such as Lafite
or Mouton-Rothschild, pro-
duce fewer than 20,000 cases
annually, a relatively tiny
amount to satisfy global
demand. In addition, the
supply diminishes constantly
with consumption.

So what should punters be
buying? Top wines from
Bordeaux should be the key-
stone of any wine portfolio.
The golden rule is to buy the
best wines that one can afford
as young as possible, prefer-
ably en primeur (buying the
wine between the harvest and
the actual bottling). 

As with any investment
portfolio, the key is balance.
The ideal Bordeaux portfolio
would include first growths,
super seconds and a selection
of lower-value wines. A
diverse selection of the latter
can throw up some unex-
pected windfalls: any lucky
person who bought a case of
Le Pin 1982 for £200 ($328)
when it was first bottled is
now sitting on a profit of
around £15,000 (at one stage
last year the price hit a heady
£25,000). Vintages in the
ideal portfolio include 1982,
1986, 1989, 1990, 1995 and
1996. The 1997 vintage,
which will be released in April
and May, will be worth look-
ing at, depending upon the
prudence of Bordeaux prod-
ucers on setting their prices. 

It pays to look outside Bor-
deaux for investment poten-
tial. Top producers of wine
from Burgundy, such as
Domaine de la Romanee-
Conti and Ponsot; wines from
the Rhône Valley such as
Chateau Rayas and Her-
mitage La Chapelle; wines
from the Napa Valley in
America, such as Screaming
Eagle and Dominus; and
Grange Hermitage, Hen-
schkey Hill of Grace and
Astralis from Australia have
all increased in value but are
likely to show further gains. 

PAUL BOWKER 
The writer is a director 
of Bordeaux Index
CARTOONISTS & WRITERS SYNDICATE AMMER – WIENER ZEITUNG, VIENNA, AUSTRIA
* Tied to Belgian Franc

Rate Previous Date of Name This Week Year This Week Year Namerate change week ago ago week ago ago

Austria
Belgium
Denmark
Finland
France
Germany
Germany
Germany
Greece
Ireland
Italy
Luxembourg
Netherlands
Norway
Portugal
Spain
Sweden
Switzerland
UK
US
US
Japan
Canada

Discount
Central
Repo
Tender
Intervention
Lombard
Repo
Discount
Discount
Short Term
Discount
effective rate*
Special Adv.
Overnight
Discount
Repo
Repo
Discount
Base
Discount
Fed Funds
Discount
Call Loan

Oest Bund
OLO
DGB
FGB
OAT
Bund

Gilt
BTP
related to OLO
DSL
NGB
OT
Bono
SGB
Swap rate
Gilt
Treasury

JGB
CGB

COUNTRY OFFICIAL INTEREST RATES MONEY MARKET RATES
3 months Benchmark bond

2.50 3.00 18.4.96  3.60 3.62 3.30 5.06 5.06 5.54
3.30 3.00 9.10.97  3.61 3.63 3.19 5.09 5.09 5.63
3.75 3.50 9.10.97  3.87 3.88 3.63 5.27 5.28 6.22
3.25 3.00 15.09.97  3.42 3.42 3.06 5.10 5.13 5.85
3.30 3.10 9.10.97  3.56 3.56 3.34 4.98 4.98 5.32
4.50 5 .00 18.4.96  3.50 3.51 3.22 4.95 4.97 5.54
3.30 3.00 9.10.97 n/a n/a n/a n/a n/a n/a
2.50 3.00 18.4.96 n/a n/a n/a n/a n/a n/a

14.50 15.50 13.5.97 n/a n/a n/a n/a n/a n/a
6.75 6.25 2.05.97  6.06 6.13 5.81 6.26 5.21 5.16
5.50 6.25 23.12.97  6.06 6.10 7.31 5.35 5.36 7.12
3.30 3.00 9.10.97 3.61 3.63 3.19 5.09 5.09 5.63
3.30 3.00 9.10.97  3.43 3.44 3.01 4.98 4.99 5.42
5.50 5.25 16.7.97  3.81 3.83 3.55 5.21 5.20 5.63
4.90 5.20 18.11.97  4.75 4.80 6.17 5.15 5.21 6.56
4.50 4.75 13.2.98  4.63 4.58 5.88 5.17 5.22 6.73
4.35 4.10 16.12.97  4.67 4.72 4.16 5.49 5.52 6.59
1.00 1.50 27.9.96  0.91 1.00 1.63 2.72 2.70 3.39
7.25 7.00 6.11.97  7.50 7.47 6.16 5.96 5.94 7.12
5.00 5.25 31.1.96  6.31 5.56 5.37 5.60 5.56 6.38
5.50 5.25 25.3.97 n/a n/a n/a n/a n/a n/a
0.50 1.00 9.7.95  1.17 1.13 0.56 1.71 1.77 2.46
4.85 4.75 25.2.98  4.88 4.94 3.03 5.45 5.46 6.26

I N T E R E S T  A N D  M O N E Y  M A R K E T  R A T E S

SOURCE: STANDARD & POOR’S MMS
Latest Previous Year Latest Month Year Latest Month Year
quarter quarter ago month ago ago month ago ago

Austria
Belgium
Denmark
Finland
France
Germany
Greece
Ireland
Italy
Luxembourg
Netherlands
Norway
Portugal
Spain
Sweden
Switzerland
Turkey
UK
US
Japan
Canada

COUNTRY INDUSTRIAL OUTPUT* INFLATION† UNEMPLOYMENT††

3.71 n/a 4.2 Jan 1.2 1.0 1.7 Dec 4.5 4.5 4.0
1.71 1.9 0.7 Feb 0.7 0.4 2.0 Jan 13.1 13.2 n/a
2.2 3.7 2.7 Dec 1.7 2.3 2.3 Jan 7.4 7.4 8.3
6.0 6.2 3.8 Jan 1.9 1.9 0.6 Jan 13.8 12.9 16.7
2.6 2.2 1.7 Jan 0.5 1.1 1.8 Jan 12.1 12.2 12.7
2.62 2.4 2.2 Jan 1.3 1.8 1.8 Jan 11.6 11.8 11.2
2.03 n/a 1.4 Jan 4.4 4.7 6.8 Nov 8.4 7.5 8.1
7.81 n/a 10.11 Jan 1.8 1.9 n/a Jan 9.7 9.8 10.7
2.1  1.9 0.7 Jan 1.6 1.5 2.6 11.74 12.25 11.7
5.51 3.82 12.4 Nov 1.5 1.7 1.7 Nov 3.7 3.6 3.6
2.9  3.1 3.0 Jan 1.8 2.3 2.3 Jan 5.0 4.9 6.5
4.42 2.3 4.3 Jan 2.0 2.3 3.0 Jan 3.0 2.6 4.1
3.01 2.3 2.0 Dec 2.3 2.1 3.3 6.5  6.5 7.1
3.62 3.5 2.6 Jan 2.0 2.0 2.9 Jan 12.9 12.8 14.1
2.7 2.5 0.8 Jan 1.3 1.9 -0.1 Jan 7.4 6.9 8.8
0.8 0.2 -0.7 Jan 0.0 0.4 0.9 Jan 5.0 5.0 5.7
6.64 6.6 8.1 Jan 101 99.1 75.7 5.86 6.37 6.6
3.9 3.5 2.3 Jan 3.3 3.5 2.8 Jan 5.0 5.0 6.8
3.92 3.9 3.2 Jan 1.6 1.7 3.0 Jan 4.7 4.7 5.3
1.0 0.1 3.1 Jan 1.8 1.8 0.6 Jan 3.5 3.5 3.3
4.3 3.9 1.8 Dec 0.7 0.9 2.2 Jan 8.9 8.6 9.7

E C O N O M I C  D A T A

*Gross domestic product year on year. † Annual per cent. †† Per cent of workforce.
q3 1997 except where stated: 1=q496    2=q497   3=q495   4=q297   5=q197    6=Oct 96  7=Apr96

SOURCE: STANDARD & POOR’S MMS
E C O N O M I C  I N D I C AT O R S
FRENCH consumer prices
fell 0.3 per cent in January,
reducing the annual infla-
tion rate to its lowest for 40
years and signalling that the
Bank of France is unlikely to
raise interest rates at any
time soon. Prices rose 0.5
per cent from a year earlier.
A fall in commodity prices
and post-Christmas sales
accounted for much of the
decline, alongwith a change
in the way the inflation index
is calculated. Unemploy-

ment also fell unexpectedly
to 3.09 million, or 12.1 per
cent, its lowest level in
almost two years as a
pickup in consumer spend-
ing and other signs of eco-
nomic revival led companies
to take on more workers.

THE BANK of Portugal cut
benchmark rates for the
first time in five and a half
weeks, lowering each by 20
basis points, after the
government said it quali-
fied for EMU. The central
bank cut the repo rate to
4.9 per cent, the floor
absorption rate to 4.6 per
cent and the emergency
lending rate to 6.6 per cent. 

POLISH GDP is set to reach
six per cent this year amid
strong pressure on wages
and a deteriorating current
account deficit which could
reach 5.5 per cent of GDP.
Jerzy Kropiwnicki, head of
the official planning unit,

indicated that the current
account deficit is growing
dangerously.

SWISS inflation figures
from three local govern-
ments reinforce expecta-
tions that February’s
consumer price inflation
for the whole country will
remain at zero. Prices in
Basel and Bern rose 0.1 per
cent in February. Mean-
while, Geneva prices rose
0.4 per cent.
Latest Month Year Latest Month Year Latest Month Year
month ago ago month ago ago month ago ago

Bulgaria
Croatia
Czech Rep
Estonia
Hungary
Latvia
Lithuania
Poland
Romania
Slovakia
Slovenia
Russia
Ukraine

COUNTRY INDUSTRIAL OUTPUT* INFLATION† UNEMPLOYMENT††

*Change over same month of previous year in per cent. † Month-to-month change in per cent. 
†† Rate in per cent. 

Sept -19.9 6.2 -22.1 Nov 0.5 1.0 754.8 Nov 13.5 13.4 12.0
Nov 6.5 6.0 2.3 Nov 0.4 0.2 3.2 Nov 22.7 22.8 21.7
Oct 9.1 6.6 6.3 Dec 0.5 0.4 10.0 Dec 5.2 4.9 3.5
Oct 12.5 13.7 4.8 Oct 0.9 0.6 12.2 Sept 3.6 3.5 4.2
Nov 13.3 14.2 10.6 Dec 1.1 1.2 19.4 Dec 10.4 10.2 10.5
Sept 10.9 1.9 -2.9 Sept 0.2 0.4 8.1 Sept 7.1 7.3 7.0
Oct 10.8 -5.2 -5.4 Oct 0.4 0.3 9.0 Oct 5.9 5.6 6.4
Nov 11.7 10.7 4.7 Dec 1.0 1.2 13.2 Nov 10.3 10.3 13.3
Oct -11.6 -15.6 13.2 Nov 4.3 6.5 165.6 Oct 7.6 7.2 6.3
Sept 0.1 -0.8 3.1 Dec 0.7 0.7 6.7 Nov 12.6 12.9 12.2
Nov -1.5 1.3 3.6 Dec 0.3 0.6 9.5 Oct 14.5 14.4 14.0
Aug 3.0 3.4 -6.6 Oct 0.2 -0.3 9.5 Oct 8.9 9.1 9.2
June -2.4 -1.8 -4.5 Nov 0.9 0.9 9.6 Oct 2.7 2.7 1.3

E A S T  E U R O P E A N  D A T A

SOURCE: PLANECON
FURTHER to Simon Reeve’s criticism of Europe’s
retailers for being “slow and reluctant converts
to the value of the Internet” (“Net loss”, issue
404), the London-based artist Rachel Baker is
challenging big supermarket brands by using
their trademark logos to undermine their digital
marketing strategies. She has set up “ParaSite”
web pages mimicking those of two of Britain’s
leading food retailers, Tesco and Sainsbury’s. 

Baker’s “Tesco TM Clubcard” website features
Tesco Clubcards and mimics Tesco’s site. But it
has nothing to do with Tesco. Baker boasts: “The
project I created on the Web sought to assimilate
the brand identity of Tesco’s by hijacking their
Clubcard marketing strategy to create my own
club via a database that created connections, 
not separations, between the members.” 

Acting on Tesco’s behalf, Willoughby &
Partners, a leading London firm of solicitors
specialising in intellectual property protection
and enforcement, undertook a “Whois” search
with an Internet name registration organisation
and fired off a letter in April 1997 threatening
legal action. Tesco was concerned with the
issues of copyright, “passing off” and trademark
infringement. Baker’s site contains direct lifts of
the logos and trademarks from the real Tesco
site. Users are requested to provide the last nine
digits of their Tesco Clubcard number and
prompted to complete a detailed form
requesting personal details. 

Users are likely to be misled into thinking that
this is a site directly associated with, supported
or sanctioned by Tesco. The supermarket chain
is concerned that visitors to the Baker site have
provided personal confidential information
under the apparent belief that this information 
is being requested directly by Tesco.

No legal proceedings have been initiated.
Individuals such as Baker are able to keep one
step ahead of the authorities by changing the
content of their sites or moving to a different
service provider. The danger is that this sort of
deception will cause immense damage to online
home shopping and the integrity of the Internet.
It provides enormous opportunities for fraud.
Any big company with a loyalty card scheme
could be a target for the ParaSite treatment.
Gareth Henson
London, England
YOUR article on the poor state of Europe’s
Internet economy (“Net Loss”, issue 404) misses
a crucial point. The real future of online trading
lies not so much in consumer markets but in the
business-to-business environment where
Internet access is more prolific and the value of
individual transactions much greater.

At Cisco Systems, the volume of business
transactions over the Internet now averages
more than $10 million a day. In just 18 months
since launching our online service, we have
moved 40 per cent of sales to the Web, which not
only generates $3bn in annual sales, but creates
savings of $300m a year on customer support
and marketing costs. I doubt that these results
could ever be mirrored in a consumer market.
Mike Couzens
Marketing and Training Director, Cisco Systems
Uxbridge, England 

I LOOK forward to online shopping for services
such as insurance – as well as for groceries. Like
the euro, the Net will encourage transparency.
Erich Gerlach
Heidelberg, Germany
Spanish telecoms

GILES TREMLETT (“Crossed lines”,
issue 404) outlined the problems caused
by Telefónica’s blinkered outlook and
apparent inability to come to terms with
deregulation of the Spanish telecoms
market. For the past three years my com-
pany, Hello Comunicaciones, has offered
a private “call-back” service from Spain
to the rest of the world. This works
extremely well and has saved our cus-
tomers millions of pesetas in call charges. 

However, from time to time Telefónica
illegally blocks subscribers’ access num-
bers. Because of these disruptions, and
Telefónica’s attitude in general, many
of our private subscribers would now
rather use our communication system
– or alternative networks – not only for
the reduced prices but also to avoid
putting any business Telefónica’s way. 

It is time that the Spanish government
realised that there is a free market out
there – one that Telefónica could cash
in were its attitude to change.
Barrie Wainwright
Director, Hello Comunicaciones
Tenerife, Canary Islands

Tietmeyer’s honesty

HANS TIETMEYER, the chairman of the
German Bundesbank, is an “honest
banker” in the same mould as Jean-
Claude Trichet, the governor of the
Banque de France (Editorial, issue 405).
Tietmeyer hides nothing when he says
that a single currency will lead to mem-
ber states of the European Union trans-
ferring their sovereignty over financial
and wage policy, as well as in monetary
affairs. He has stated on a number of
occasions that it is an illusion to think
that states can hold on to their auton-
omy over taxation policy.

Such honesty is refreshing, even if 
the news is crushing. When we enter
into economic and monetary union, we
lose the power to control our national
finances, our taxation powers and even
the power to negotiate a wages policy.
We have already surrendered control of
our interest rates.
Lucy Stoker
Antwerp, Belgium 
German gloom

I HAVE lived in Germany for the past 11
years and have never seen the country
in such a gloomy mood. However, I
warned my German colleagues a long
time ago that their party would end.

The Germans continue to cling to their
faith that the long-established troika of
government, unions and employers will
find some magical cure for Germany’s
unemployment problems. Many hope
falsely that an SPD-Green Party coali-
tion has the answer. I have tried unsuc-
cessfully to convince many people here
that the only solution is for the people
swallow the bitter medicine and realise
that without across-the-board tax reform
and relaxation of government regula-
tion on business, this is going to be a
long recession.
Anthony Barkley
Berlin, Germany

Regional airlines

IT COMES as no surprise to read that
Lufthansa is losing DM100 million ($55
million) a year on its domestic network
(“Lufthansa Lite not ready for take-off”,
issue 405). Lufthansa may have an
enviable safety record but in no way is
it user-friendly or cheap. There are few
bargains to be had flying Lufthansa or,
indeed, any of the other major European
carriers. There are invariably long
queues at Lufthansa’s check-in desks
and scrambles at the luggage reclaim
areas, usually because of the lack of
carousels. Regional airlines offer better
value for money. The smaller, no-frills
competition is to be encouraged. I make
a point of flying with Debonair, easyJet
and Eurowings whenever possible.
Jens M Andersen
Zürich, Switzerland

Sinn Fein’s expulsion

THE expulsion of Sinn Fein from the
Northern Ireland talks for breaching the
Mitchell principles was fully justified.
The principles which Sinn Fein breached
are quite specific. They require parties
to the talks to renounce violence and 
to oppose any efforts by others to use
violence to influence the negotiations. 

From the moment the IRA murdered
another two people, everything ground
slowly into place. Sinn Fein is now out
of the talks until 9 March. Whatever the
relationship between Sinn Fein and the
IRA, the British, Irish and American
governments know that without Sinn
Fein’s involvement there is little hope
that the multi-party talks will proceed
to a successful outcome. The integrity
and inclusivity of the talks have to be
maintained.
Colum Hand
Dublin, Ireland

Eurostar model

AS A regular passenger on Eurostar from
London to Paris and Brussels (“Terminal
shambles”, issue 404), I have always
found the service in first class to be
impeccable and the reliability of the
trains exemplary, matching the high
standards on the continent. 

Perhaps one day Britain will have
domestic services to match.
TR Jones
Sevenoaks, England

Clinton’s inheritance

RESPONDING to Adam Wynn-Jones’s
propaganda giving President Bill Clin-
ton all the credit for six years of economic
boom (Letters, issue 403), the Ameri-
cans have George Bush to thank for the
current economic expansion.

Clinton inherited the Bush economy
and, for once, listened and left well
enough alone. For this, only, he deserves
some grudging credit.
Frank Stoveken
Münster, Germany

Offensive material

WITH reference to Martha Douglass’s
letter inquiring if distasteful or offen-
sive material on the Internet can be
removed (“Free speech on the Net”, issue
404), yes it can. 

If you download a file on to your hard
disk and then find it to be offensive, you
can delete it. If others download the
same file and do not find it offensive,
they can keep it. Distaste, after all, is a
matter of taste.
Andrew MJ Poole
Coventry, England
2-8 MARCH
BRITISH American Tobacco
(BAT) uses a variant high-
nicotine tobacco to keep
smokers hooked (“Tobacco’s
last gasp”, issue 405).
Details of this have been
revealed in a number of
internal memos made public
through lawsuits in the US.
Many of the documents are
British but it has taken
American court cases to
bring them to light. 

The tobacco giants may 
yet manage to profit from
addiction and keep their
share price up, but it is
unlikely to be through very
low-tar, virtually smoke-free
cigarettes. They are planning
to exploit cannabis when the
drug is legalised.

Cigarette companies have
registered a number of brand
names with links to cannabis.
Philip Morris has filed a
trademark application for
Marley. The name is
associated with Bob Marley,
the late Jamaican reggae
singer. Other companies have
registered Acapulco Gold and
Red Leb – red Lebanese being
a particularly potent form of
cannabis.

Having hooked millions of
people on nicotine, there is a
danger that the tobacco
giants will encourage the
development of hybrid strains
of cannabis with up to four
times the psychoactive
ingredients of the more
common strains. Even 
regular users of cannabis 
are warning of the dangers 
of these potent variants. 
Jamie Fleming
Madison, Wisconsin, USA

IN MANY parts of North
America cannabis use is
socially more acceptable 
than smoking cigarettes. 
My American friends regard
me as a leper because I
smoke. They also fear the
effects of passive smoking.
But in a world of instant
gratification, where speed 
of hit is the primary virtue,
the cigarette is top of the
evolutionary scale.
Eileen Steensen
Bergen, Norway

AMONG addictive behaviours,
cigarette smoking is the one
most likely to be established
during the early teen years.
About 90 per cent of new
smokers are teenagers. Youth
tobacco addiction is on the
rise in southern Europe,
notably in Greece and Italy. 

It is scandalous that the
European Commission
spends more than $1 billion 
a year subsidising European
tobacco growers.
J Hindess
Athens, Greece
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